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Congressman Archer, the new Chairman of the House Ways & Mcans Commiittee,

introduced a slightly less generous option, H.R. 3739, that also excludes 50% of capital gains,
but repeals the 28 percent rate cap. The difference is that someone in the 39.6% bracket
would face a 19.6% capital gains tax rate (1/2 of 39.6%) as opposed to 14% rate (1/2 of
28%). While Congressman Archer is the likely Ways & Means Chair, the more generous
option is the

the one in the Contract and the one that Republicans seem committed to proposing:

(8B): Index capital gains for inflation: This provision calls for indexing capital gains for
inflation since assets must held for at least one year. The basis of assets would be adjusted
for Gross National Product deflator. Taxpayers would increase the basis (cost) of their assets
to adjust for inflation since the asset was purchased. Variations of this proposal would index
capital gains only for inflation after some future date or add indexing to one of the exclusion
proposals.

Joint Tax Committee Analysis: The JCT did a preliminary analysis of the House
Contract provision and found that its revenue effect, in addition to that of the indexing
proposal;-was-$208 hillion_cost over 10 years. It also found that 72% of the of the
individual tax benefits would go to taxpayers making over $100,000.

Different From Bush Proposals: A 50 percent exclusion is a deeper cut than those
proposed by President Bush. Bush's proposals gave greater tax reductions depending
on how long the capital assets were held. For example, the FY 1992 Budget proposal
would have allowed a 15 percent exclusion for assets held between one and two years,
a 25 percent exclusion for assets held between two and three years, and a 35 percent
cxclusion for assets held three years or more. The FY 1993 Bush Budget proposal had
the same format, with 15 percent, 30 percent, and 45 percent.

Distribution of Aggregate Tax Change: Below is the
full distribution for the 1992 Bush proposal, which gives a sense of how little of the
revenue loss goes to the middle class.

Less than $10,000 0.2%
$10,000-$20,000 0.5%
$20,000-$30,000 1.6%
$30,000-$40,000 3.6%
$40,000-$50,000 4.5%
$50,000-$75,000 11.1%
$75,000-$100,000 8.6%
$100,000-$200,000 17.4%
$200,000 and over 52.5%
TOTAL 100%
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e Private property rights protection and compensation: Private property owners would
be entitled to compensation for any measurable reduction in the value of their property
due to final agency action.

e Unfunded mandate reform: legislation and rules that would require an unfunded
mandate on either the public or the private sector must include analysis of the cost of that
mandate. In addition, the CBO and OMB would be required to issue a federal mandate
baseline, similar to the budget baseline. =~ The Advisory Commission on
Intergovernmental Relations would study and make recommendations to Congress and the
President regarding ways to reduce the unfunded federal mandates on state and local
governments.

\/ ® Tuxpayer debt buydown: Individual taxpayers would be allowed to specify that up to

10 percent of their tax liability be used to pay down the federal debt.

III: REMAINING SIX PIECES OF SOCIAL, DEFENSE AND GOVERNMENT

REFORM LEGISLATION:

Below are brief descriptions on the other six major pieces of legislation they have

committed to vote on in their first 100 days. I am just providing you with brief descriptions, but
we will ensure that the respective departments in the White House are analyzing the portions
relevant to them.

2: THE TAKING BACK OUR STREETS ACT:

P

® Make the death penalty easier to implement: This reform would limit the time period
for an application for a writ of habeas corpus and would give judges greater latitude to
deny a habeas corpus application. It would also create special habeas corpus procedures
in capital cases.

® Mandatory prison terms for the use of firearms in a drug trafficking crime or a crime
of violence: On the first offense, violators would be given a 10-year prison term for
possessing a firearm, a 20-year prison term for discharging the firearm or a 30-year
prison term for using a machine-gun or gun with a muffling device.

® Mandatory victim restitution: Courts would be required to order restitution of the victim
of an offense of which a defendant is convicted. Additionally, courts would be given the
option to order restitution of any other person who was harmed physically, emotionally
and pecuniarily by the unlawful conduct of the defendant.

Law enforcement block grants: This section would provide budgetary authority for a total
of $10 billion in block grants from FY 1996 through FY 2000.
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TABLE 2
7-YEAR COST ESTIMATE

HOUSE REPUBLICAN "CONTRACT WITH AMERICA"

(% in billions)

Balanced Budget Amendment

Source: CBO estimate of a 7-vear balanced budget schedule.
Tax Incentives for Adoption

Source: House Republican Leadership Estimate (1)
Dependent Care Tax Credit for Seniors

Source: House Republican leadership Estimate (1)
$500/child Tax Credit

Source: House Republican Leadership Esumate (1)
Modify the Marriage Penalty

Source: House Republican Leadership Estimate (1)
Super IRA

Source: Center on Budget and Policy Priorities, and past analyses by JCT and CRS.
Defense

Source: House Republican Alternative Budget, March 1994
Raise Social Sercunty Earnings Limit to $30,000

Source: House Republican Leadership Estimate (1)
Phase-Out 85% Social Security Inclusion

Source: House Republican Leadership Estimate (])
Tax Incentives for Private Long-Term Care Insurance

Source: House Republican Leadership Estimate (1}
Cut Capital Gains Rates/Index to Inflation

Source: House Republican Leadership Estimate (1) and JCT analysis, October 1994
Neutral Cost Recovery

Source: Center on Budget and Policy Priorities, and estimates based on CRS analysis.

Small Business Expensing Provision

Source: House Republican Leadership Estimate (1)
Raise Estate & Gift Tax Exclusion

Source: House Republican Leadership Estimate (1)
Restore Tax Deduction for Home Office Expenses

Source: House Republican Leadership Estimate (1)
Reduce Congressional Statt by Une- 1 nira

Source: House Republican Leadership Estimate (1)

TOTAL COST

7-Year
Total

$1,200.0
13
11.2
149.8
14.0

16.0 (2)
85.5
9.5
23.8
1.8
109.8

16.0 (2)
49
9.1

0.8

$1.6537 Trillion

(T) Estimates based on the House Republican Leadership numbers assume that the cost over seven years equals 7/5 (140%) of the

five-year cost.

(2)  The IRA and Neutral Cost Recovery proposals are both listed by the Republicans as tax increases, totalling $24.2 billion. In
fact, CRS analysis shows that the cost of the Super IRA would be $8 billion per year once fully implemented. The NCR
proposal has also been projected by CRS as costing money. In light of these differences, we have calculated both proposals as

cost neutral over the first S years and estimate the outyear cost on these objective analyses.
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THE PRESIDENT HAS SEEN

_‘--_-_-'—-—""-———.__

G1ngr1ch S Llfe The Complications and Ideals

By KATHARINE Q. SEELY
Specialto The New York Times z,

WASHINGTON, Nov. 23 — It was
September 1942 when 16-year-old
Kathleen Daugherty married New-
ton C. McPherson Jr., a 19-year-old
mechanic in a small town in Penn-
sylvania. In three days, the mar-
riage fell apart; nine months later,
she gave birth to a baby boy, whom
she named Newton Leroy.

When Kathleen remarried three
years later, her new husband, Rob-
ert B. Gingrich, an Army artillery
officer,.adopted her son.

Today, the boy, Newt Gingrich, is
on the verge of becoming the Speak-
er of the House and next in the line of
succession for the Presidency after
the Vice President.

He says he wants to do nothing
less than to save American civiliza-
tion with a renewal of family values.

But while he often refers to an
idealized American family life with
Ozzie-and-Harriet mores, Mr. Ging-
rich has made it clear he did not
have such an upbringing himself. As
he told The New York Times in the
spring: “‘I'm not sitting here as
someone who is unfamiliar with the
late 20th century."

He was born fatherless to a teen-
age mother. He married against his
adoptive father’'s wishes and later
underwent a bitter divorce. While
promoting family values, he re-
mains close to a daughter who vo-
cally supports abortion rights and a
half-sister who is gay. As he has said,
‘! know life can be complicated."”

Kathleen Gingrich, now 68, said
that when she was 16, her jather was
killed in a car accident. He had been
the stabilizing influence in her fam-
1ly. she said, and when he was gone,
she turned to Mr. McPherson, whom

she had known only briefly. “I'never

should have gotten married to
start,” she said in a telephone inter-
view from her home in Dauphin, a
small town near Harrisburg, Pa.

Her new husband stayed out late
at the pool hall one night, she said,
and when she tried to wake him in
the morning to go to work, ‘‘he got
mad and he hauled off and hit me. It
was the only time, believe me.

‘‘We were married on a Saturday,
and ] left him on a Tuesday,” she
said. ! got Newtie in those three
days.”

She was not working at the time
and could not support herself, so she
moved in with her mother, a school
teacher.

Newt grew up under the tutelage
of his maternal grandmother, with
whom he shared a bedroom and who
stayed with them after Kathleen re-
married. His grandmother taught
him to read, which he does vora-
clously to this day. (For his part,
sald his mother, he put snakes in
jars on the night stand between their
beds and scared his grandmother
out of her wits.)

After the war, his biological fa-
ther, who had been in the Navy,
eventually remarried and had two
other children. Young Newt retained
some relationship with him and was
with him when he died at age 48 of
lung cancer.

Complex Bonds
Of Father and Son

His mother went on to have (hree
daughters with Bob Gingrich. Kath-
leen Gingrich summed up the rela-
tionship between her son and hus-
hand by saying, ''Newtie is a talker;
Bob is not.”” She said her husband
preferred doing crossword puzzles.

One of Mr. Gingrich's closest
friends, former Representative Vin
Weber, said the father-son relation-
ship was complex. *On one hand,
there is a side of Newt that is brash,
disrespectful of authority and cer-
tainly willing to challenge authority,
but on the other hand, he really does
value father relationships if they can
begin to develop,” he said.

I found his relationship with Mi-
chel was more complicated than
people thought,” Mr. Weber added,
referring to Representative Bob Mi-
chel, the House Republican leader
who is retiring this year and whose
calm, courtly style differed in every
way from the confrontational style
of the younger Mr. Gingrich, the
minority whip. ‘‘Newt challenged
him and made life tough for him, but
1 felt he wanted Michel to like him, at
times more than ! thought was ap-
propriate. Newl was bending over
backwards to try to get his approval.
I think that is related somehow to
something that was missing before."

Mr. Gingrich, who declined to be
interviewed for this article, once told
a reporter that he could not finish
Pat Conroy's novel ‘*“The Great San-
tini,” which was about a boy’s strug-
gie 10 prove himself io his father,
who was an overbearing military
officer. ‘‘His father seemed like a
cold, austere kind of person,” a for-
mer political associate, L. H. (Kip)
Carter, said of Mr. Gingrich’s view
of his adoptive father. ‘‘He's felt
abandoned his whole life.”’

Kathleen Gingrich said that of the
myriad photographs that have ap-

__pearced lately of her son, the only one

her husband wants to frame is the
Nov. 7 cover of Time. It shows &
snarling Newt with his mouth agape
and the cover line: '‘Mad As Hell.”

At the same time, the young Mr.
Gingrich developed an deep attach-
ment to animals. His grandmother
once gave him a leather jacket that
he painted with white stripes so he
could look like a zebra, said his half-
sister, Roberta. When he was 11, he
was flying alone from Fort Riley in
Kansas to Harrisburg and was late
getting home. It turned out he got off
the plane in Chicago and took a taxi
to the zoo. Another time, he told his
mother he was going to the library in
Harrisburg and went instead to the
Mayor's office to plead for a zoo.

To this day, his office in the Capi-
tol is adorned with models of prehis-
toric creatures. In 1990, he sent near-
ly half of his $67,000 in honorariums
from speeches to the Atlanta Zoo.
Last year, he sent $15,000 to the
Atlanta Zoo to buy a pair of rare
Komodo dragons.
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Proud of Being
An Army Brat

The Speaker-to-be is also con-
sumed with things military, and he
often closes his speeches with bursts
of patriotism and a referen-e to his
stepfather’'s military career. He
practically boasts of growing up as
an Army brat, a rootless existence
that started near Harrisburg and
included stints in France, Germany
and Fort Benning, Ga. Today he
counts two generals — Dwight D.
Eisenhower and George Marshall —
among his top three heroes (Frank-
lin D. Roosevelt is the third).

He often points to a visit in 1958,
when he was 15, with his adoptive
father to Verdun, the bloodiest bat.
tlefield of World War I, and its ware-
house collection of bones, as the sem-
inal moment in his political coming
of age.

“It is the driving force which
pushed me into history and politics,
and molded my life,"" he wrote in his
1984 political manifesto, **Window of
Opportunity."

The next day, he supposedly told
his family-he would run for Congress
because politicians could prevent
such madness.

The sense that he might save civi-
lization seems to drive him still.
‘‘People like me,” he said last year,
“are what stand between us and
Auschwitz.”

Despite his interest in the mili-
tary, Mr. Gingrich opted out of the
service himself, taking student and
marriage deferments during the
Vietiam War. Although he opposed
the war, he was not vocal about it.

Early Years
As a Liberal

But he was something of a liberal.
As a graduate student in history at
Tulane University, he led a protest
against the school administration for
trying to censor pictures of nudes
from the student newspaper. He also
helped to coordinate Nelson A.
Rockefelier’s 1968 Presidential cam-
paign in Louisiana.

As a young history teacher with a
Ph.D at West Georgia College in
Carrollton, Ga., he started a pro-
gram in environmental studies and
taught a course about the future,

But after he lost two races for the
House in 1974 and 1976, he deter-
mined that he could get elected only
by moving further right. Many who
knew him in that period attribute his
adoption of a conservative agenda
and his exploitation of *‘family val-
ues’ to his political ambition, not to
a belief, at least at that time, in core
conservative values.

*When ! first knew him in the 70’s,
when I was on the Atlanta Constitu-
tion's liberal editorial board, and we
were looking for a liberal to get
behind, we chose to endorse Newt
Gingrich because we thought he was
progressive and thought he was, to
use the terrible L word, liberal,” said
Bill Shipp, who now writes a newslet-
ter on Georgia politics.

*“Why did he switch?'’ Mr. Shipp
said. *‘Public opinion polls, what do
you think? Liberal went out, conser-
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