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The $6,838 they owe on 
their Discover card. The $6,458 they owe 
on their MasterCard. MPeople don't under­
st.and, unless they have a medically needy 
child, these kinds of circumstances: says 
Charles Trapp, 42, a mail carrier. 

Why would Congress add to the bur­
dens of folks like the Tn.pps? The family 
has filed for bankruptcy, and C:Ongress 
wants to make it a lot more difficult for 
other Americans to do the same, a change 
that would hit especially hard at women. 
And poor people. And the recently jobless. 
And the sick. 

Under legislation C:Ongress is expected 
to take up soon, f-amilies like the Trapps 
will be required to go through a series of 
means tests to justify the11 medical and 

~ J>tht'.r 11',Xl'en~'"( That w.ill.~ ♦h-m· mc,fll' 

s.oney in ~~al billi mori- days lost fmm 
work, more mental aggravation. Even 
worse, in the end they still might not qual­
ify for bankruptcy assistance. 

Most members of Congress believe m 
what they are doing. Senator Charles 
Grassle)•, an Iowa Republican, speaks for 
many of bis colleagues when he says, •1 
hope this bill does make bankruptcy more 
embarrassing-and more difficull In fact. 
1 plead guilty that that is a motive behind 
our legislation." 

The House passed its version of the 
banlcruptcy bill last year. The Senate en­
acted its bill in February. Now members of 
both chambers are meeting in secret to 
iron out differences and put their finishing 
touches on what they call the Bankruptcy 
Reform Act. which has the ostensible goal 
of curbing abuses. 

What is the real reason Congress is do­
ing this? Because the legislation is just 
what banks, credit-card companies, debt 
consolidaton and other financw-services 
busmesses ordered. To get it. they retained 
high-powered Washington lobbyists, 
among them Haley Barbour, former chair­
man of the Republican Natiooal Commit­
tee, and Uoyd Bentsen. onebme Senator 
and Treasury Secretary. The price tag for 
lobbying: more than $5 million. 

At the same tim~ the lenchng industry 
f poured contnbutions into the coffers of the 
( nabonal committees of both political par-

1

. ties and into the campaigns of indlvldual 
lawmakers whose support was crucial 
Some of the giVU1g was appropnately 
timed. A $200,000 contribution to the Na• 

, tional Republican Senatorial Comnuttee 
l. - by MBNA Corp.-which is to credit cards 
l ..t. what Pepsi is to soft drinks-was deliv-
j '.-~ ered on the da)• of an earlier House 

f 
4""~ 01;0" vote on the bankruptcy bill. It 

01; ~ - ~ passed hand.ii~. 300 to 125. The 
' C'~I», ~ . fl ,t. -- price tag for political con-

$20 million. Says a Capitol Hill staff mem­
ber who worked oo the bankruptcy legisla­
tion: •lf this were NASCM. the members 
would have to have the corporate logos of 
their sponsors sewn to their jackets.• 

The Bankruptcy Reform Act is typical 
of legislation that Congress writes for the 
benefit of special-interest groups that are 
hefty campaign contnbutors-at the ex­
pense of ordinary Americans who con­
tribute nothing. The proposed legislation 
would treat a bankrupt man's credit-<:ard 
debt the same as his obligation to pay child 
support, meaning that MasterCard and an 
unmarried mother would compete for the 
same limited pool of cash. And the law 
would create hurdles intended to discour­
age or prevent people fro':" filing for bank­
" •'Vf'!l,' :--9'¥"\•-r-+-il\fl 

. If, for example, a bankruptcy filer was 
left with more than Sl.200 a year (beyond 
his basic expenses) over five yean, that 
would be considered an abuse. J! a moth­
er tapped an ATM to buy necessities such as 
food or prescription drugs six weeks be­
fore filing for bankruptcy, the withdrawal 
could be considered a fraudulent tn.nsac• 
bon. If a family planned to file for bank­
ruptcy, it v.-ould first have to undergo cred­
it counseling, in some cases at Its own 
expense. If a child or some other member 
of the family received medical treatment 
within 90 days before the banlauptcy fil. 
Ing, the bills could never be written off, no 
matter bow poor the family. 

To get into bankruptcy court, a filer 
would have to produce a variety of 6nancial 
documents, Including statements of pnr 
jected monthly income and expected pay 
raises over the next year, and tax returns for 
the preview three years. No one of these re­
quirements may look particularly onerous. 
But taken together, these and other provi­
SlOns would impose additiooal burdens and 
legal costs on individuals and families al­
ready struggling to survive. ·u·s a thousand 
paper cuts,· says Elizabeth Wan-en, a Har­
vard Law School professor and banlcruptcy 
specialist. "And some people will bleed to 
death from a thousand paper cuts." 

That includes people l.iJce the Tn.pps, 
who, after years of meeting the11 bills, 
were finally engulfed in a sea of debt 
through circumstances beyond their con­
trol. In that. they fit the classic image of a 
family seeking help m bankruptcy court. 
C:Ont:rary to the popular view ofbanlcrupt­
cy filers as free spenders who vacabon in 
the Canbbean and buy expensive jewelry 
on their credit cards, the vast majority turn 
to bankruptcy court only after one of three 
events: loss of job, divorce or extraordi­
nary medical expenses-in short. the kmd 
of misfortune that can befall anvone. For 
the Trapps, it was two out of three. Just as 

CASE N0.1: MEDICAL Bf U.S 
The Trapp Family 

Cher1es and Uu Trapp met H mail 
c.riers In Plantation, Fla. When 
AnnelM, 8 , developed a 11111scular 
dlaorder, she needed round-ttt.dock 
--'• care. Uu had to quit her Job. 
With $124,000 In doctor blh that 
in.ur..e. - 't crovwr, ~ oH eredlt 
CMds ls the 1-t of their worr!H. 
They've filed lor Chapter 7 bankrvptcy 

~~/"'tt /.'>~# ., tnbubons more than 
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the family was consumed 
by medical bills, Lisa Trapp had to give up 
her job as a mail earner to manage her 
daughter's care. 

Current bankruptcy law allows most 
individuals and families to file under Chap­
ter 7. Here, assets-if there are any-are 
pulled together by a trustee and sold off. 
The bankruptcy filer may be able to keep 
his home and a few personal possessions. 
Retirement accounts and pensions also 
cannot be touched. Proceeds from the as• 
set sale are divided among creditors. Out• 
standing debts, such as credit-card or med­
ical bills, are discharged, meaning they do 
not have to be paid. Again there are certain 
exceptions: most taxes, child support, al­
imony and student loans cannot be dis­
ch~ed. 01.!\r.t, inJlivifi11,.l• •'I'd f,.,..;1;-, • 

those wb'o are deemed able to p•w back a 
luger portion of their debt-may hie under 
0\8.pter 13. Here, the debtor agrees to pay 
a percentage of his income every month for 
up to five years to a trustee, who distributes 
the money to creditors. 

Durint the 1990s. there were two 6.J. 
ings under Chapter 7 for every one under 
Oiapter 13. But the overwhehrung majori· 
ty of Chapter 13 bankruptcy cases ended in 
failure, with the debton unable to a,m­
plete the payment plan because they had 
insufficient income. 

Under the legislation before Congress, 
new means tests would force more bor­
rowers into Chapter 13-leadJng to still 
more failures-and would eliminate bank­
ruptcy as an option for others. For this sec• 
ond group, life will be especially bleak. 
Listen to their future as descnbed by 
Brady WLlhamson, who teaches constitu­
tional law at the University of Wisconsin in 
Madison and was chairman of the former 
·abonal BanJauptcy Review Comnus• 

sion, appointed by Congress in 1995: • A 
family without access to the ban.lcruptcy 
system is subject to garnishment proceed· 
mp, to multiple collection actions, to tt• 

possession of personal property and to 
mortgage foreclosure. There is virtually no 
way to save their home and, for the funily 
that does not own a home, no way to ever 
qualify to buy one." The wage earner will 
be "faced Wlth what is essentially a life 
tenn in debtor's prison.~ 

r.ASE NO. 2: JOB LOSS 
Marilynn Curry 

Mer 13 years with a F1)'Wtte¥tlle, Art!.. , 
1itw firm, c..,,y Iott her Job H • 
NCffllll'Y. The llncle mother found 
• ~ )ob, but It pays S lS,000 Ins .. 
N-w•s hi b.nknlptcy COIM't 

68 

Personal bankruptcy filings .•. 
ofthe 
Bankruptcy 

Code IS for 
ndMC1Jals unable 

to pay their debts. 
The trustee sells 

assets, 11 any, and 
tu~ the proceeds 
011er to aedltors. All 
rem■lnlng unsecured 
debts, like aedit cards 
and medical bills, 
usually are canceled. 

,,.;. affectiug ma~nly the poor 
The median characteristics of • person 
declaringChap~r 7ba.nkruptcy 

· :Gross' · 
income : • 

$22,800 · 

Reported 
expenses 
$20,592 

s-...i:-01>cta,, _ _ _ 
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of the Bankruptcy Code 
IS for indMduals who 
have income and 
can afToro to pay at 
least a poruon of 

their debts. Under a 
court-applOlo'l!d plan, 

debtors pay, for 
up lo five years, a 
fixed monthly sum 
to the trustee, wtao 

distributes the money 
among creditors. 

Sea.Ired 
, ........ debl (car) 

$9,4 18 

Miscellaneous 
debt (medical llllls) 
$10,202 

Unsecured 
....... .. debt (credn card) 

$23, 190 
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... climbed through most of the '90s 
Personal Bankruptcies 
111 thoUWlds 

!I Chapter 7 ■ Chapter 13 

1990 1191 1992 1993 19M 1195 1998 

•.. and women 

423,000 joint filings 

-1,500 Bankruptcies per 1,000 Households, 1998 

-1.200 _J 1-10 
~ \ :f U -13 

.. 
It. y ~ §It -900 • 14-17 

-600 • lB•nd 
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mo,e 
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.•. for a variety of reasons 
Some of the reasons given for banJcruptcy filings 
(~espondents may have given more . __ A 
,G;J,; -.«) § G) ffl ~ 
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4% 
CAR 

ACCIOENT 

5% 
BIRTH OF A 

0ilLD 

7% 
fAMII.Y 
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19% 
MEDICAL 
REASONS 

46% 

~ ii.~ ~-
JOB 

LOSS 

51% 
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., __________________________________________ _ 
How did this come about? The credit­

card mdustry seized on a sharp increase in 
bankruptcy filings in 1996 and 1997 to 
mount an intensive lobbying campaign 
for legislation that would make it easier to 
collect from borrowen who file for bank­
ruptcy. A soph1Sticated public-relations 
blitz created the image of a bankruptcy 
system rife Wlth abuse and in need of re­
form. That campaign told of rich people 
wallang away from their debts, courtesy 
of bankruptcy court. It told of responsible 
families who paid their bills being forced 
to pick up the costs of more affluent Amer­
icans and others who were bilking the sys­
tem. And it warned that banlcruptcy had 
lost its wstigmL w 

The industry bankrolled studies to 
back its clanns. In February 1998 the 
WEF A Group, a Philadelphia-based cco­
normcs consulbng firm, released a report 
contending that personal bankruptcies 
cost each Amencan household an average 
of $400 a year. Paid for by MasterCard In· 
temational and Visa USA. the WEF A study 
put the overall cost to the economy at 
$44 billion in 1997. Said Marie Launtano, a 
WEFA seruor vice pres,dent: wClearly, the 
Arnencan consumer is facing a significant 
burden as the result of bankruptcy, both 
through higher pnces and increased inter• 
est rates." The dollar-cost claims-which 

were disingenuous at best-'WOuld become 
the most widely quoted statistics in the 
campaign that produced the legislation 
now before Congress. 

To apply pressure on lawmakers, the 
industry ran a series of ads m oewspapen 
calling for bankruptcy reform. wWhat Do 
Bankruptcies Cost American Families?" 
asked a typical ad m the Washington Post 
on June 4, 1998. The answer. "A month's 
worth of groceries." Sponsored by a con­
sortium of credit-industry trade associa­
bons, the ad showed a shopping cart filled 
with groceries. 1oday's record number of 
personal bankruptcies costs every Ameri­
can f-amily $400 a year. Now Congress has 
an opportunity to enact bankruptcy reform 
that reduces this burden and is fair to 
everyone . . . while ensunng that people 
who can pay the ir debts do so." 

Other Visa- and MasterCard-financed 
studies asserted that many whose debts are 
discharged in bankruptcy could actually 
pay some of their bills but don't. The Cred­
lt Research Center at Georgetown Univer­
sity estimated that 25~ of the debtors who 
file in Chapter 7 could repay more than 
30% of their nonhousing debt over five 
years The study warned that the conbou• 
ing rue in bankruptcy filmg:s would m­
crease the cost of credit. It concluded. 
"Our results imply that the bankruptcy sys• 

TIME. MA\' I~. 2000 

tem itself is contributing to these rising 
costs by offenng the opportunity to wipe 
out debt with a smgle signature to many 
borrowers that have the ability to repay: 

Industry lobbyists promoted the 
themes. George Wallace, a lawyer repre­
senting the American Financial Services 
Association, contended that there is "grow• 
mg stahstlcal evidence that there's a S1gnif • 
icant group of American consumers who 
are using bankruptcy when they have some 
ability to pay. We have a system today that 
lS broken. a system that p1'0V1des a welhue 
benefit without a means testing." 

Members of Congress echoed the ind us-­
try line. Declared Representative George 
Gekas, the Pennsylvania Republican who 
shepherded the l~lation through the 
House (and who has collected $30,000 m 
political contributions since 1997 &om 
banken and c:red!t-<:ard companies): "ln 
1997 Amencans filed an all-tune record of 
1.33 million consumer-bankruptcy peb­
tions, which erased an esbmated $40 bil­
lion in consumer debt Those losses are 
passed on to [other} consumers, resulbng in 
a hidden tax for every Amencan ho11Se­
hold. The only reasonable explanatlon is 
that the stigma of bankruptcy is all but 
dead. It lS simply too easy to file." 

Representatlve Bill McCollum, a F1or­
idn Republican who has received 
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$225,000 from the lend­
ing industry, upped the ante: "Bankrupt­
cy will cost consumers more than $50 bil­
lion in 1998 alone. That translates into 
more than $550 per household in higher 
costs for goods, services a.nd credit." 

Senator Robert Torricelli of New Jer­
sey, a strong advocate of the Senate bill and 
head of the Democratic Senatorial Cam­
paign Committee, last year pocketed a 
$150,000 contribution from MBNA. "Whet 
every American needs to understand is 
that somebody is paying the price," says 
Torricelli. "I bdieve this is the equivalent 
of !ID invisible tax on the American &,roil)', 
estimated to cost each and every American 
~v $400 a vear: 

There is on1y one ~blem with a}l this 
~ ~btlor:iJtit'~"h .,,~ th"! AT'rltc: "f-:­

a TIME investivlion.):>ased on interviews 
with those directly involved in the sys­
tem-judges, lawyers, trustees, bankruptcy 
professors and the bankrupt themselves­
along with an examination of court records 
across the country and an array of statisti­
cal evidence. While lenders do indeed lose 
money on those who fail to pay their bills, 
the U.S. Bankruptcy Court maintains no 
statistics on the types of debt written off­
ered.it cards, medical, personal loans-or 
the total dollar amount discharged. But 
whatever that number may be, it misses 
the point there is little more to be extract-
ed from those in bankruptcy. Some people 
unquestionably use bankruptcy court to 
escape bills they could afford to pay, but 
their numbers are insignificant. The vast 
majority of bankruptcy filers have neither 
the income nor the assets to pay creditors. 
Most turn to bankruptcy as a last resort. 

To understand bow much at odds with 
the real world the bankruptcy scene imag­
ined by Congress and the lending industry 

•NGlHBR PITCH: 
THE LINDERS' SIDE 
STUDIES commissioned by credit­
card companies-and cited by con­
gressional supporters-contend that 
bankruptcy filers are dumping debts 
they could pay in taxpayers' laps 

lDBBYISTS hired 
by the industry to 
push for tougher 
bankruptcy laws in• 
elude Lloyd Bentsen1 

former Senator and 
·1 reasury ~etary, 
and Ha6ey Barbour. 
former RNC chair­
man. The lobbying 
effort costs millions 

CONTRIBUTIONS from banks, 
credit-card companies and other 
lenders since '97 totaled more than 
$20 million. Both parties benefited 

PAC/Soft-Mone, Contributions 
From Coasmner Creditors 
1997-99 totals 

To Democrnls $1.2.urlCIII 

To Republicans S15.2 million 

Who GaYe Money In 1999 ••. 
LEADING ~SUMER CR£DmlRS 

MBNA Corp. SHl,500 
American Bankers Assn. W ,108 

Credit Union Natl. Assn. 172.94 
.Citigroup Inc. "IOl,171 . : 

. Bank.of America Corp. ... .. , .• 

c .. AndWhoGot ~ ·--.: = · 

LEADING HOUSE RECIPIENTS • · 

· 'Bin McC:olium (R.,:Fla.J SIIAN . 

is, spend a moment with the people who 
have a street-level view of the system. 
Steven Friedman, a bankruptcy judge in 
West Palm Beach, Fla., describes the ~ 
pie who pass through his courtroom as •ay.. 
erage citizens who have worked hard to ob­
tain a decent standard of living and. 
through unfortunate circumstances such as 
medical problems or financial or job loss, 
are down on their luck." He adds, "The in­
stances of abuse, where people who file 
bankruptcy are attempting to defraud their 
creditors or to be dishonest. are very [few)." 

Richard Baker (R .. La.) 

. ~ Rick LBl:lo (R., N. '() 

Dennis 'Hasten (R., ltL) 

as,m . 
ls.MO " 
l&,Ml 

Says attorney Judith Swift, a former 
president of the bankruptcy bar in Dallas: 
"I keep a box of tissues in my office because 
people are mortified that they have to file 
bankruptcy. I've seen grown men break 
down. They take the financial crises as a 
sign of personal failure. A lot of people who 
come to my office have ~en holding down 
one full-ti.me JOb and two piddly little part· 
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Marge Roukema (R., NJ.) 

LEADING SENATE fl£CIPIENTS . 

Rod Grams (R., M111n.) 
Robert Kerrey (0., Neb.) 

Rick SantONm (R., Pa.) 

Speneer Abra11aln (R.. MICI\.) 

Phil Gramm (R., T~) 
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U ,750. ·. 

$76,JSt 

51,050 
58,tZt 

SS,3'9 

51,417 

tirne jobs, trying frantically not to have to 
file a bankruptcy. It's a very, very ch.fficuJt 
decision for most people.• 

It was for Ma.xean Bowen, a single 
mother raising an 11-year-old daughter. A 
sociaJ worker in the foster-care system in 
New York City, Bowen helped rehabilitate 
parents with substance-abuse problems. 
1n 1998 she developed a painful condition 
in both feet that made it difficult for her to 
walk. Because her job required her to 
make house calls, she bad to give it up and 
go on unemployment, hoping the condi­
tion would ease up. Her talce-home pay 
dropped from about $1,600 a month to 
$800. To get by, she borrowed from rela­
tives and started using credit c.trds to pay 
for food, clothing. utilities and rent MI 
•~~2~~ ·!..:.: ::i :..: • Z : b ~\: ~v -., ~ .. ~~ r.:~ 
try tc>_ "''.'f ,,-~ r-fJ; • ~h'! ~!•~ 

By 1999, when she got a job interview­
ing families in an office, she owed thou­
sands of dollars to the cred.Jt-card compa­
nies-much of it in late fees. That's when 
the threatening calls and letters surged. 
'They would call me on the job," she says. 
"That was very embarrassing. They call you 
early iD the morning. They call you late at 
nighl Sometimes l get calls at 10 o'clock at 
nighl And they are very nasty." To placate 
them, she se.nt $200 to $300 on occasion. 
"But when the bill came the next month, it 
seemed like it went higher," she says. •1 
was going crazy ... 

A co-worker suggested banlmiptey, 
and Bowen filed a petition in U.S. Bank­
ruptcy Court in New York. She still gets 
calls demanding payment At least now, 
she says, she knows her creditors can't at­
tach her salary, no matter how ugly the 
conversation turns. 

Bowen's discovery that she was tread­
ing water despite her partial payrnents-
8.lld that the outstanding balance never 
went down-is not unusual. A government 
study showed that by the time individuals\~ 
and families seek bankruptcy protection, 
more th&n 20!, of income before taxes is 
go~ toward paying interest and fees on 
their unsecured debt. 

'"'"1'his helps underscore why the notion 
that debtors in bankruptcy court are sittlng 
on many billions of dollars that they could 
turn over to their creditors is a figment of 
the imagination of lenders and lawmakers. 
Consider: 

■ A study ofl,955 Chapter 7 bankrupt­
cy filers in 1997-98 by the Executive Office 
for U.S. Trustees, which monitors the 
bankruptcy system, concluded that "h>• the 
time they filed. they had little if anr capac-
ity to repay. In fact, most will have to in•\\/ 
crease income or reduce expenses to re-
main solvent after bankruptC)•: 

■ The same study proJected that the to-
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tal amount that unsecured creditors, like 
credit-arc! companies, might be expected 
to collect from all Chapter 7 filers added up 
to "less than $1 bWion annually." 

■ A study by two law professors at 
Creighton University, funded by the non­
partisan American Bankruptcy Institute, 
found tha~ 3:: o~Chapter 7 debtors 
would be o more. "The vast ma­
jority belong in that chapter," the study 
stressed. "They have too little income after 
necessary expenses to repay unsecured 
debt It is vital, therefore, that no undue 
burdens be thrust on that needy majority in 
order to flush out a small minority of 
abusers.• The amount that might 
be collected: less than $1 billion. 

■ Congress's own investiga• 
tive arm. the General Accounting 
Office, critici2ed two studies fi­
nanced by the credit-card indus­
try that purported to show that a 
substantial number of debtors 
could pay more. Qu~ 
their #..,Sumpoons, data and'sam­
pling procedures, the CAO said 
that •neither report provides re­
liable answers to the questions of 
bow many debtors could make 
some repayment and how much 
debt they could repay." 

As all of this suggests, there 
is little money to be squeezed 
out of those in ban.kruptcy, es­
pecially since trustees already 
collect about $4 billion from 
debtors each year, a sum that in­
cludes proceeds from liquidat­
ed assets. Even if they could 
find an add1bonal $1 billion, the 
economic and emotional costs 
of doing so would far outwejgh 
the return. To put it in perspective, the es­
timated $1 billion that might be collected 
would amount to two-tenths of 1 percent­
age point of outstanding revolving credit 

I 
If trustees were able to scare up another 
$4 billion-as the industry claims but few in 
the bankruptcy system believe possible- it 
would still amount to less than seven­
tenths of 1 percentage point of revolving 
credit. 

To further undercut claims by the 
lendmg industry that it needs get-tough 
legislation, 82 professors at 66 law schools, 
from Harvard to ucv., last September 
signed a letter Itemizing the consequences 
the proposed bankruptcy legislation would 
have on those in need of financial relief. It 
was sent to every U.S. Senator. 

What "-"'Ould motJvate a suable majority 
of Congress to support such legislabon? 
Money. Lots of i t In addition to the $5 mil­
lion the lendmg industry spent on lobb)'lStS 
who worked exclWJvely on pushing the 

bankruptcy bill through Congress, it shelled 
out SSO million that went to firms that lo~ 
hied on bankruptcy and other ISSUCS. 

To be sure, some lawmakers who vot­
ed for the bill believe bankruptcy is out of 
control, that many filers just want to wallc 
away from debts they can afford to pay. 
Some were angered by the procession of 
Hollywood entertainers and other wealthy 
prominent citizens who used the system in 
the 1990s. Some were annoyed by lawyers 
who advertised ba.nlauptcy as an easy so­
lution for overextended consumers. And 
some were troubled by what they saw as a 
decline in values. ·we have had a general 

<:ASE NO. 3: DIVORCE 
Martha Pouliot 

DNwceclafler llyeara, Poulot._. 
Into ............ In MinnNOta 'lllttl 
e-two-. An office _., • • bat..., 
.... _... .. PilY the"-· "' Mwdl .... 
lledforltaknlptcy, $18,000 lnclabt 

lack of shame or personal responsibility 
that used to be associated with paying bills 
or not paying bills and the filing of bank­
ruptcy," so.id Senator Crassley, who has 
collected more than $100,000 In campaign 
contributions from credit-card companies 
and other lenders since 1997. 
~ bill contains some genuine 

reforms. on balance the harm that jt would 
do far outy.,eighs the good. At the same 
wne Congress has wntten legislabon to 
mlke We more burdensome for low- and 

TIME.MAl I~~ 

iddle-income filers, it has decline d to.,ut 
any cuibs on pl'llCtices of the finan - -• :."· 
dustry Oiat are lea ng many individds 
d~r and deeper into debt Beverly Fox. 
a bankruptcy lawyer in Plantabon, told 
Tl.ME: •[You) have a f.unily with an annual 
gross combined income of $35,000. I see 
they owe Citibank $10,700. At the time 
Citibank gave them that credJt limit, which 
is almost 33% of their annual gross income, 
Citibank looked at their credJt report. or 
should have, and could see that they al­
ready owed three or four other credit cards 
$3,000, to $4,000, to $5,000. They were al· 
ready $15,000 in debt, and the banlcs con• 

tinued to raise [the family's] credit limits 
because they are making the minimum 
payments. Once a b.mily is over 30~ debt­
to-incorne ratio, it should stop using unse­
cured credit But people don't know that. 
They think that because they've been ap­
proved for this higher credit limit, they can 
manage it.• Because many people pay only 
the minimum amount due or a few dollars 
more, Fox says, they think everything is 
fine. But the balance on the cards ucontin­
ues to grow, more as a result of the interest 
than the use of the cards.• 

Consumer advocates urged Congress 
to include in the legislation a provision re­
quiring credlt-card companies to spell out 
on each monthly statement the number of 
years it would take a card.holder to pay off 
the debt by making minimum payments, 
and how much that would cost overall But 
that p~ went nowhere because 11 was 
opposed by the credH-card industry. The 
Senate version of the bill reqwres compa-
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rues to include on monthly 

statements a toll-free number that card­
holders can call to find out how long it 
would take them to pay off their loan. 

Congress also turned back an amend­
ment by Senator Paul Wellstone, a Min­
nesota Democrat, who proposed that 
lenders who charged more than 100% an­
nual interest should be barred from col­
lecting their debts in bankruptcy court. 

l 
One-hundred percent interest? Actually, 
that's the bargain-basement rate. In some 

--t cases, interest rates run upwards of 
1,000%. 

Welcome to the world of payday lend· 
ing, where annual interest rates would 

times the value of the check, plus interest. 
An Illinois study found the average an­

nual interest rate for such services in that 
state was 533%. One customer was 
charged 2,007%. 

Senator Orrin Hatch, a Utah Republi­
can who has championed the bankruptcy 
legislation, defended payday loans. Said 
Hatch: "These lenders provide a vital ser­
vice to the poorest borrowers. With this 
check-cashing service, borrowers can get 
the emergency cash they need without 
telling the boss they need a cash advance or 
giving up their televisions and furniture." 

The burgeoning payday-loan industry 
includes publicly owned companies. At;e 

Securities and Exchange Commission. 
Rose is the millionaire Dallas investor who 
helped George W. Bush tum a $600,000 
investment in the Texas Rangers baseball 
team into $15 million- a 2,400% profit. 
Rose is one of the Bush Pioneers, the elite 
group of fund raisers who each promised to 
raise $100,000 for the Texas Governor's 
presidential race. 

While Rose has done quite nicely from 
his investments, customers of Ace Cash 
Express and other payday lenders have 
not fared nearly so well. As you might ei­

pect, people who pay interest charges of 
300% or more often end up in bankruptcy 
court. Says David Nixon, a lawyer in 

KEEPING THE HOME l lDSING THE HOME 
James Villa 

• • .. When hill 

l Allen Smith 

.
I, ► After ti1s wtte'• dNth "°"' 

diabet.s, SmMht.c.. loeltlc 
l hit modfttDe ...... ._ • 

~; brokerace -.rt 
~ I broke, wa. had 
• , . Iott of cncllton. 
J ~ But Flofida'• 
r ~ homelt.ad ii exemption keep& them off ! ~ his $1.4 mllion mansion 

He fell behhl on mortpp 
pay,nentsandotl,erblla. 
Credtton ....... the 
~fronathe .. ., 

: whatllttset. ... 

:~---------------------make Mob loan sharks of an earlier era 
blush in embarrassment. The business 
flourishes in working-class neighborhoods, 
where people run out of money before 
their next payday. The lender may charge 
up to $40 for a $200 loan to be repaid in two 
weeks. That's an annual interest rate of 
521%. In exchange for the advance, the 
lender requires the borrower to write a 
check for $240, dated to coincide with his 
next paycheck. When the two weeks are up, 
the borrower may repay the loan or roll it 
over into a new one, further increasing 
the interest charges. If the borrower fails 
to do either, the lender cashes the post• 
dated check. lf it bounces. the lender sues 
and in some states collects up to three 
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Cash Express, Inc., of Irving, Texas, oper- Fayetteville, Ark.: "The kinds of people 
ates more than 900 stores in 28 states and who use payday loans are just barely get­
the District of Columbia where it cashes ting by. They have jobs. They work hard. 
checks, sells lottery tickets and provides They try to pay their bills, but they come 
money-transfer and bill-paying services. At up short. Here's an easy way to get cash 
a third of its stores, Ace offers payday loans. fast-at least it seems~-But it's like get• 
Its stock is traded on the NASDAQ. ting on a treadmill. Once they get on it, it's 

For a fee of $30, Ace will advance cash impossible to get off." 
for a $200 check for two weeks. That Sometimes the people on the treadmill 
works out to an annual rate of 391%. In- aren't those you might expect. In Green­
come from the company's lending opera- wood, J nd., one of Ace's customers was Eva 
tions jumped from 7% of its total revenue Rowings, 60, a retired high school Latin 
in 1997 to 1.2% in 1999. teacher. ln 1995 Rowings began teaching 

The companr's largest stockholder is I part time at a reduced salary. "l tried to 
Edward ("Rusty") Rose Ill of Dallas. Rose make ends meet," she says, ~and I did pret­
owns 11 % of Ace's outstanding stock, ac• I ty well for a couple of years, but then it all 
cording to documents filed "ith the l:.S. , went downhill." She had four operations, 
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including gall blad- banlo-uptcy. TI1e value of the exemption in pro\risions. Neither deals with the basic u:1-
der surgery and orthoscopic procedures on the remaming 40 states ranges from S2,500 fairness of the exemption. The Senate bill 
both shoulders. in Arkansas to $200,000 m Minnesota. would permit bankruptcy filers to retain up 

The debts piled up. She owed $5,800 in Advocates of bankruptcy overhaul out• to $100,000 in equity in the11 home. Any 
medical bills, $5,900 on c:redrt cards and side Congress have argued for years that amount ove.r that would go to creditors. The 
$8,100 in loans, plw other rniscellaneow federal law should be amended so that all House bill would allow homeowners to re- j 
bills. Her debts matched her total annual Americans are treated alike, no matter tain up to $250,000 in equity. Bl!!_ that cap 
income. where they live. But Congress doesn't see wo~ ;:;~iodess, since aiix=state 

She began borrowing at two other 1t that way. The reason? States' rights. Says cou1:ou ) under the bilJ. Key mem-
payday-lending 6.rms before turning to bers of Congress are on record 
Ace, where she was "astonished at the .i as saying there will be no bill 
number of senior citizens that were coming ~@I~ i that limits the exemption. 
in each month.• In a typical transaction, i To understand how the 
she borrowed S200 for 12 days and paid a ;:~~;;=;..., ! current system worlcs, bow it 
$30 fee-an annual interest rate of 456t.. II would work under "reform~ -
she missed a payment, she says, she would , most lilte}y the same-and bow 
owe an additional $30. "By the end of the ; it should work if Congress 
month,• she says, -i would have no mon- i were crafting a law that treated 
ey." Finally, a distressed Rowings, who had ; all people equally, let's consid-
always believed in paying her debts but • erthestoryoftwohomeowners 
was worn down by the endless dunning in bankruptcy. One is James 
calls from bill collectors day and night. de- Villa, a 42-year-old onetime 

• , cided ther- waUlt'IVer G''li"a •')..h.µ':" " ~ .. ~ruk, Wr..l lhc:S .n :l ~.,_.. 
She filed for bankruptcy. •tt was humiliat- m~un ,ju m1: u, Boca Raton, 

· 1ng," she says. •1 wuhed I had never Fla. The other is Allen Smjth, a 
stopped teaching full time." 73-year-old retired autowork-

Another point shoulcl be noted. Rowings er with throat cancer who lives 

~ 
did not contnbute to the elec1i·on campaigns in a deteriorating $80,000 
of candidates for <:ongnss. Nor did Charles home m Wilmington, Del. 
and usa Trapp. r-.or Maxean Bowen. Their Let's begin with Villa. 
creditors, on the other hand, have con- Through most of the 1990s, be 
tnbuted millions and millions of dollars to was president, chief executive 
get the legislation they want-&om thou- officer and indirect owner of 
sands of small donations of less than $5,000 99.5-A, of the stock of H.J. 
to hundreds of large ones ranging from Meyers &: Co., Inc~ a broker-
S5,000 to more than a quarter-million dol- .t.i.!:-1>,19!!~-;:f. age firm based in Rochester, 
la.rs. Sance 1997 credit-a.rd companies and ;c.:-,n;;,~aii N.Y., with branch offices in 
other lenders have given $2.2 million to the more than a doz.en cities. H.J. 
House and Senate Judiciary Committee Meyers was a boiler room. Its 
members responsible for drafting the legis- most significant feature, ac-
labon, according to data compiled by the cording to an invesbgation by 
Center for Responsive Politics. Massachusetts securities au-

While the industry got much of what it OUTRAGEOUS thontles, ·was the high-pres-

\ 

wanted, Congress thw far has sidestepped RATES sure tactics of management 
\ an opportunity to enact a genui.ne reform EdwardR.ose continually e.xerted on bro-

and end one of the most blatant bankrupt· _______ kers, who then wed high-
cy inequibes-the homestead proV1S10n. ROM..,.. of his pressure tactics on their cus-

If you live in a $2 million home m Texas "-st.MM In Ace tamers.• Brokers cold-called 
or F1orida and file for bankruptcy, you are c.ti [xprua, • people urgmg them to invest 
guaranteed you can keep your home. If you peyday '-' in speculative securities and 
live in a $75,000 home in Pennsylvania or company. "I do not initial public offenngs under-
Delaware and file for bankruptcy, you may think- make an written by the firm. Brokers 
lose at. How1s this p0SS1ble? People who file ~ .=:· "implied to investors that they 

for bankruptcy ciaJm th ear exemptions un- ------------------ were in possession of impor-
der state law. 1n the case of the homestead tant nonpublic 1nfonnat1on 
law, the pl'OVlSlOn varies from state to state Senator Sam Brownback, a Kansas Repub- concerning an issuer." 
Five states- Florida. Iowa. Kansas, South lican: "What is being attempted here is to One investor bought stock on his cred­
Dalcota and Texas-have unhm1ted uemp- take a right away from states th.at they've it card after being assured that he would 
bons. Whether a residence is worth had for over a hundred years. It's contrary double his S25,000 investment and that 
$10,000 or $10 million, it can't be touched to states' rights." · nothing can go wrong." He didn't and it 
by credJtors. rive other srates-Delaware, Not exactly. The C:Onstitubon expressly did. He lost SlS,000 and was forced to take 
Maryland, New Jersey, Pennsylvama and gives Congress the power to establish Muru- , out a home equity loan to cover his losses. 
Rhode Island-along with the District of I form laws on the subject of bankruptcies ViUa profited handsomely from the 
Columbia. have no homestead pro\1s1on, throughout the United States." Both the business. For hunself, he coUected ciga­
meaning a person can lose h1S home m House and Senate bills cont.un homestead rette speedboats and vmtage autos and 
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racing cars, from a 1957 
Cadillac to a 1990 Ferran. For his wife, he 
collected jewelry-a $22,000 Rolex watch, 
a three-carat $4-4,000 wedding ring and 
$9,000 diamond earrings. 

1n October 1998, Massachusetts secu­
rities authorities ruled that H.J. Meyers 
had engaged in fraudulent and unethical 
practices. They re\--oked the broker-dealer 
registrations of the 6.rm, V-illa and four of 
bis associates. Shortly before the craclc­
down, H.J. Meyers closed its doors, and in 
November 1998 Villa packed up and head· 
ed for Flonda and its generous homestead 
exemption. He left behind a countryside 
littered with investors who had lost money, 
including some whose retirement savings 
had ~ppeared. Some of the unlucky H.J. 
:- 'eye:. cl:~ .. ,ts 1t>.1k t.t...,1 .: ...... H., ..il.!u ... 

• tir,n, w?n awards ar.d file..! claims in Villa's 

they amputated both legs. To accomrno- niece. "I wasn't planning to move," he 
date her wheelchair, Smith built a ramp sa)'S. "It hurts. I don't want to be nobocl),'s 
and made other renovabons. To pay for it responsibility because I've always been 
aD and to keep up with the monthly pay- my own man all m)' life." 
ments on all his credit cards, he borrowed To create a levelplayingfieldforevery­
against his house, which had been paid on(!, Conuess would need to enact a Aat 
off. •1 had what they called triple-A cred- exemption that covers all assets-from 
it," he says. ho.!I)e to ~DSJon. Otherwise there is the 

Along the -way, Smith's physical condi- kind of inequity described by A. Jay Cristo!, 
tion detenorated, and he had to quit his se- the chief U.S. bankruptcy judge in Mwru: 
curity job. He developed throat cancer and •1,et•s assume you have two very de­
now speaks through a voice box. "I got cent, honest people and one of them has a 
sick," he says. "I got a thyroid [ condition1 million-dollar home and one of them bas a 
cancer, low sugar, high blood pressure, million dollars in cash and they go into 
heart murmur. I got everything. rm lucky bankruptcy. The one with the million­
to be alive." dollar home keeps a million bucks and the 

1n June 1998 the Smiths filed a bank- one with the million dollars in cash gives all 
ruptcy petition under Chapter 13, with the but a thousand dollars in cash to the 
,h,-.<.'f.:,w..,..._m~ ""') - .,1,l\uU·•u, .... t: ,UUI, I U~\l.."1!." 

i 
~c!.t:u:~e credltors will eventual- i TWO SIDES: THE CREDIT-rARD STORY 
l)' receive is up in the a.ir. Charles Cohen, I InoitationtoEndkssDebt 
Villa's lawyer, says that kobviou.sly, Mr. Vil- ! --------------------------
la is going to try to pay back everythmg be I ii ~~ d\uman :!u=tt=~ ~'!ms no 
can. How much I can't tell you at this ;; endCOOofMBNAAmenc:a matterwhattheirpestcredrthlstayholds. 
point .. 1n the assets column, Villa's most • Bank. the w011d'a thin! Make basic paymems and those limits nse 

I 
valuable possession is his SU milllon Boca e larpst credit-card Issuer, 
Raton home. But it's beyond the reach of ! in\ffllmonybeforea 
hu creditors, thanks to the homestead ~ !committee: 
exemption. 

By contrast, 1,100 miles to the north, 
in Wilmington, Del., 73-year-old Allen 
Smith is about to lose hls home in bank­
ruptcy court. Srruth wu born In Binning• 
ham, Ala., and served in the Coast Guard 
during World War II. Alter his discharge 
ID 1945, he attended an auto-mechanics 
school in Detroit and then went to work 
as a metal finisher and body repairman 
for Chrysler. The company transferred 
him to its Delaware plant in 1959, where 
he worked until he was forced out after 35 
years during one of the automaker's 

~ Card issuers use highly 
sophisticated and expensive 
'prescreening' underwriting 
techniques, which involve 
consideration of as many as 
hundreds of factors about a 
consumer" 

downsiz.ings. monthly payments to a trustee who would 
Smith bought his modest home In distnbute the money to creditors. By that 

Wilmington in 1964. In 1970, at age 44, he time, the loan against their home had 
married. His wife Carolyn worked at a swelled to 564,000, and they owed 
neighborhood florist. "l was living good, $51,000 on their credit cards and charge 
having a good time," Smith told 'I'IME, "giv- accounts, double their annual income. 
Ing my wife everything she needed. Tried That November, Carolyn Smith died. With 
to make her happy.· the loss of her Social Security income, 

Vi'hen Smith lost his job at Chrysler in Smith struggled. His situation was further 
1982, he was too young to collect Social Se-- complicated by a run of misfortune. He 
cunty so be took a new job as a security was hospitalized after a stroke; he had 
guard. Two years later, his world began to cataract surgery; the friend who promised 
unravel. "Everything just went bad at one to collect his pension and Social Security 
time. It wafted until I got retired. If 1 had checks and make his mortgage payments 
been working, it would have been differ• didn't, and the mortgage company moved 
ent, but J had retired before everything to foreclose. That's when his Chapter 13 
st.arted to happen." case collapsed-as happens in two-thirds 

"Everything" began ",th his wife's d,. of all Chapter 13 proceedings-and he was 
abetes. "She JUSl loS1 her toe ID 1984," he I switched to Chapter 7. Now he's awaibng 
sa)'S. Then "the) had to cut her leg. And his discharge. He will lose his home and 
they had to keep cutting II off." F1Dall)', move to Toledo, where he wiU live v.ith a 
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The same scenario applies to retire­
ment accounts. The wealthy investor who 
puts $1 million Into a retirement plan gets 
to keep the money. The middle-income 
family with $10,000 in a savings account 
loses iL 

The simple solution: Establish one ex­
emption that covers all assets, from home­
steads to pensions. Says Judge Cristo!: 
"Why not just say you can have as a fresh 
start SSS,000 or $100,000, or whatever the 
legislature decides ls the right amount, and 
it doesn't make a difference if It's equity In 
your home or whether ifs cash I.JI the bank. 
That"s what you get to keep. And that would 
be fairer and simpler, and the poorest peo­
ple would be treated the same as the 
wealthiest people. But as ll is now, the 
worse off you are, the worse you're treated" 

Lenders and lawmakers mamtain that 
the bankruptcy laws need to be toughened 
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1""-4::!!~--~:::~:~~tono 
growth in filings during the 1990s. While control. she stopped using credit cards and let it affect me with my children. l'Gru 
bankruptcy cases did indeed rise through madenominalpayment:sonheraccounts. '1 don't know. They say, 'Mo'lll11y. J w:nt 
1998, they fell in 1999. But what Congress thought if I sent them something. $10 or this.' 'Can we do that?' My God, if they 
and credit-eard companies neglected to $20, they would leave me alone," she says. only knew." 
say was that the increase was largely at- But she only fell further behind. Even in When she fell behind in the rent and 
tributable to one group-women with months when she didn't use the credit her landlord warned that he would evict 
modestorlowincomes. Forthisgroup, re- cards, theamountsheowedrosebecauseof her, she knew she had to do something. 
fonn is going to be especially bad. late-payment penalties and interest She turned to a Manhattan consumer-

Although courts do not keep data on charges. Before long. she needed to pay at banlcruptcy lawyer, Charles JW1tilcka. Gar-
the number of men, women and couples least $300 a mon th just to stay even. cia was typical of many of his clients-em-
who file for bankruptcy, academic studies barrassed by her debts, upset over not being 
have developed estimates. Research con- able to pay her bills, not knowing where to 
ducted by Elizabeth Warren, a Harvard tum. Jbere is this Image of nuddle-class 
law professor, and Teresa Sullivan, dean of people running up huge d ebts, then de-
graduate studies at the University ofTeus, daring banlcruptcy and laughing at every-
shows the pattern. From 1981 to 1999, one," he says. •r ve just never seen that 
bankruptcy filings by women shot up These people hurt." 
838%-four times as fast as for all others- Juntikka filed a petition for Garcia un-
jumping from 53,000 to 497,000. In con- der Chapter 7, seeking to have her unse-
trast, filings by husbands and wives rose cured credit-card debt discharged. Garcia 
j ust 138%, from _!.78,000 to 423,0Q!)~Once,a sa~ ~~e intenrb t~ 17'iv,o •1") thP r.Ar tn f.,.-t1,,,.. 

small m1nonty m bankruptcy coun,·.wgwen i'.~11~.t'~■ reduce her debt lo0rl, aqd Juntikka is opti-
how comprise ~est single bloc-3M'a mistic she will get a fresh start. Now, for the 
ofall~nal- p tcycases-morethan first time in months, Garcia says, she can 
me"J.r cou~. sleep at night. 

espite the glowing economic Ind.I- But if the Bankruptcy Reform Act 
cators that point up-stock-market indexes, pending in Congress were the law, Garcia 
employment, corporate profits-the in- would not be able to rest so easy. "Lucy 
come gap continues to widen, and those wouldn't be able to obtain a discharge un-
most often found toward the bottom are der this bill," says Juntilli. "Under the 
women. Even women in jobs that pay sol- new standards Congress has put in the 
id middle-class wages find themselves in 6- bill, she earns too much money. She 
nancial trouble and must seek bankruptcy could not get a discharge. She would still 
protection when they are overwhelmed by be stuck with some of the credit-card bills 
debt follO\\-ing a breakup or a divorce. ....,.,......,._... she can't pay now." 

Women such as Lucy Garcia. The 26- The standards referred to by Juntikka 
year-old mother of two boys, ages 9 and 6, A VIEW FROM THE BENCH concern the means testing that allocates a 
Garcia is a payroll coordinator at the Sher- Ju.dgeA ]ay Cristol fixed amount of expenses to debtors in 
aton New York. one of midtown Manhat- ---------- -- computing their ability to pay their debts. 
tan's largest hotels. Assigned to the food- Thec:olorlul.outspokNchietU.S. And as Juntikka interp.rets them, Garcia 
and-beverage department, she helps ~ juclp In Miami •Jft...«Nz• would not be able to seek relief in Cha~pter 
compute wages, overtime payments and -'th the people who.....,..,.._..._ 7. Even if by some chance she could p 
other payroll items for the department's "Olly.,.., day, we - ~ hoNst. her case in court, he says, the p 
800 employees. And she balances the de- =_:"°~ wouJdbelengthyandcostly. "Peoplearen' 
partment's checkbook. · misfonaae,"uys Crinol, "Weao going to be able to deal with these dracon-

But in her personal life, balancing fi- occaionllty ... the penon trytncto ian measures: he says. A5 a result, some 
nances hasn't been easy since Garcia and perpetrate• tr.ad. But In moet people will be permanently indebted to 
her sons' father separated more than a year Instances the system,.. with them. credit-card companies, others will see 
ago. Family finances had always been tight, The Pf'Oblem ls not In the evil debton. · their wages attached. some may lose their 
and with just one paycheck. Garcia found ::O'"..~~~~topeople homes. "This is going to cause so much 

herself using credit cards to buy the basics. ------------- misery," he says. 
NSometimes when you don't have money W&JRn the Harvard law prof~r and 
and you need to buy things for your kids, Unable to do so, she became increas- lonme student of banknilcy, muvels at 
like food and stuff like that, you use the ingly short of cash and unable to pay her how a piece of l~labon t could penal­
credit card because it's so easy: she says. bills-rent, car, credit cards. She began al- iu: so many :ijfhas come this far. '"I'his 

After payroll deductions for taxes and ternating payments-the rent one month, is one of those gs with low visibility, and 
Social Security, she had about $1,850 a credit cards the next, making a car pay- therefore it's easy to give in to the interest 
month to pay her bills. After her rent of ment after that. That didn't work either, group," says Warren. •1t all Bies below the 
S580, a car loan of S400 and an insurance and soon she was getting dunning letters radar screen. 1bat's the best place for the 
premium of S200, she was left with S670 a and phone calls. One credit-card company lobbyists. That's where the piclangs are the 
month to feed and clothe the boys and her- threatened to attach her wages. fattest. The only way to explain it is cam­
self and pay for her utilities, child care. oth- "It is Just so frustrating to know you paign contributions.~ - MIii ~ by 
er miscellaneous expenses-and her credit- owe this much money," she says. NI wish I '---KanutrMdAndrwOolddlllnMtl~ 
card bills. I had the money to pay it off and be OJ(, .,. ,_, ~ 
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THE WH ITE HOUSE 

WASH I NGTON 

June 2, 2000 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: ANN O'LEARY rit,ot. 

CC: 

SUBJECT: 

HEATHER HOWARD_.­
ERIC MORSE~ 

MELANNE VERVEER 
SIIlRLEY SAGA WA 
LISSA MUSCATINE 
PA TIT SOLIS DO''(LE 

ISSUES UPDATE 

The purpose of this memo is to provide you with brief updates on a number of national issues in 
which you have been involved or expressed interest. 

LEGISLATIVE AND ISSUES UPDATE 

ECONOMY 

Bankruptcy .Bill. ln an informal conference, Republican and Democratic House Members and 
Senators continue to narrow down their issues of disagreement. Currently, the most contentious 
issue of disagreement is the Schumer clinic-violence amendment. Schumer is working directly 
with Hyde to try to develop a compromise on this issue. Hyde's counter proposal on this issue, 
however, sets a very high standard that would prohibit discharge of debts only if perpetrators had 
~r. " ; r.tcr-t" t'1 harm ?.nd w~rc '\vi!!.::11 :ind- malicious'' in their acttons. If these standards could 
,1.>( l,;; y )O\CU, '1(::tp<!Ucitc~ •• ,·ouid CUuUlitU.; tv tJC aLl- to tli5"'harg u .. ..,;, debts 1clated tu cfa..ic­
violence. This issue is proving to be the most difficult to resolve and the Administration would 
consider vetoing over this issue. Currently, Senator Lott is considering attaching the bankruptcy 
bill to the electronic signature bill that is expected to move to the Senate floor in the next two 
weeks. 

EDUCATION 

Hispanic Education. As a follow-up to your Hispanic Convening, Maria Echaveste has planned 
a White House Strategy Session on Hispanic Education. This event will take place on June 15th 
and is intended to bring together the public and private sectors to improve education for 
Hispanics. Originally, this meeting was intended to be a small working group, but it is now a 
large meeting in the East Room. At the meeting. five goals wilJ be presented to help focus the 
group on improving education from early childhood to college access and completion (see 

---. 
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attached goals and agenda). At the event, the President will release a report from the Council of 
Economic Advisors on the state of Hispanic Education and a report card produced by the 
Department of Education. 

WOMEN 

Reauthorization of the Violence Against Women Act (VA WA). Two weeks ago, in U.S. v. 
Morrison (also known as Brzonkala), the Supreme Court invalidated the civil remedy provision 
in VA WA that allowed victims of gender-motivated violence to sue their attackers. Although 
the decision does not affect other provisions of VA WA, such as the federal criminal provisions 
and grants to law enforcement and battered women shelters, it has provided momentum for 
efforts to reauthorize VA WA ("VA WA fI''). ln addition, a report recently released by the 
Bureau of Justice Statistics demonstrated that domestic violence has declined since 1993 and that 
VA WA programs are working. In 1998, for example, women experienced 20.3% fewer violent 
offenses at the hands of an intimate partner than in 1993. In 1996, 1997, and 1998, intimate 
nartJ1ers con:uT\hted fewer m11,.<iers than in anv other vears since 1976. A r.onv nf tl-,- r<"n<-rt •·: 

.. ., • . . . . i..~..,ht;d. . 

VA WA II is an opportunity not only to reauthorize the critical funding programs, but also to 
make improvements to existing law. These include technical fixes that ensure that Native 

. American women are protected, as well as substantive improvements that would protect 
immigrant women and children, facilitate filing and service of protection orders, improve the 
enforcement of protection orders, and enhance the ability of victims fleeing from abuse with 
their children to obtain custody orders without returning to the dangerous jurisdiction.. The most 
controversial provision in VA WA II would expand both the grant programs and criminal 
provisions to cover "dating relationships." Current law only covers couples who are or have 
been married, have a child together, or who are or have lived together; amending the definition 
of domestic violence to include dating relationships is important because data suggest that 
domestic violence occurs at the highest rates among young persons aged 16-24, who tend not to 
be married or living together and thus are not covered under VA WA. 

\/_,._ V.' I . r: ::. c11rrent!y stl'lllc-d ,n Congress. Rep. Connie Morella's bi!J .,,,,gs, rmrrk~ UJl..iJL 
:. .: • - /6 

• ' • 1 • ' ' ' " &...U .. ":l-. • • ~. • • ' ,. - --- - :11..,'1.uuw..utk , ... -Jl.6L il~-l lvi.· ut-i..."il :>wt ... .u~ 1t.'(..~rof-a-.1w1 vunim1iu.;" liac-11-.-u}i: ·,>\t-,, .. ~ Ju t.:.1~,i,t:,,i..,;;_ V4 -----

Senator Hatch' s staff, "dating relationships" was removed from the bill, but Rep. Morella has 
vowed to try to put it back in at full Committee. In the Senate, Senator Biden is close to reaching 
a compromise with Senator Hatch, but they are looking for legislative vehicles. (One possibility 
is the Trafficking bill). Their compromise, however, would probably not include the dating 
relationships language. 

We have been working to increase the pressure for reauthorization and to signal that it is a top 
Administration priority. Several weeks ago, senior Administration officials met and strategized 
with women's groups, and last week we met with members of the law enforcement community 
to broaden the coalition. This weekend, the board of the International Association of Chiefs of 
Police will meet and is expected to endorse VA WA II, and the National Conference of Mayors 
may do so as well at their conference. 



We are planning a White House event to llighUght the need for reauthorization and the 
importance of the issue to you and the Vice President. In addition, DOJ and HHS will be 
working VA WA JI into principals' speeches and highlighting successful programs at the local 
level when they travel. 

HEALTH 

Children's Health Bill. On May 91!1, the House passed "The Children's Health Research and 
Prevention Amendments of 1999" (Rep. Biliralcis) with broad bipartisan support. The bill is a 
"catch-all" bill with numerous children's health research, prevention and treatment initiatives. It 
would: 
1) establish a pediatric research initiative at NIH; 
2) establish a National Center on Birth Defects and Developmental Disabilities within the CDC; 
3) authorize programs to promote tbeuse offolic acid to prevent birth defects; 
4) establish a safe motherhood monitoring initiat ive, to monitor deaths and severe complications 
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Joss, poison prevention, epilepsy, asthma.juvenile arthritis, skeletal malignancies, and 
juvenile diabetes. 

The Senate has no plans for action at this time-. 

Breast and Cervical CancerTreatmeo.t Act. As you know, earlier this year the President 
announced a new initiative to help cover llilinsured women who have breast and cervical cancer. 
The FY 2001 budget invests $200 m illion over five years in a new Medicaid option that.allows 
S1ates"to provide1ow income, uninsured women who were diagnosed with breast or cervical 
cancer through the National Breast and Cervical Cancer Early Detection Program with the fulJ 
Medicaid benefits package for the duration of their treatment. On May 9, 2000, the House 
passed a version ofthls proposaJ overwhelmingly. That legislation, H .R. 4386 (Reps. Danner, 
Lazio, and Myrick), is similaz to the Administration's proposal except that it contains an 
additional incentive for states to adopt th.e opti,on, in the form of an enhanced 80/20 match. The 
Senate bill is languishing in the Finance Committee, where Senator Roth has not scheduled a 
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enhanced match. 

Mental Health Parity. ln Mid-May> the General Accounting Office released a report to the 
Sena1e HELP Committee on the Mental H ealth Parity Act entitled "Despite New Federal 
Standards, Mental Health Benefits Remain Limited." The report found that 86% ofresponding 
employers are complying with the fedel'a! parity requirement that annual artd lifetime dollar 
limits for mentaJ health benefits be no more restrictive than those for all medical and surgical 
benefits. In contrast, in 1996 before the parity law was enacted, only about 55 % ofresponding 
employers reported offering parity in dollar I irnits. 

The report found, however, that compliance may have had little effect on employees' access to 
mental health services, because of the narrow scope of the law and reductions in mental health 
benefits that employers have made to offset the required enhancements. 87% of those that 



comply contain at least one other plan design feature that is more restrictive for mental health 
benefits than for medical and surgical benefits, such as restrictions on the number of covered 
outpatient office visits or hospital. In addition, many employers may have adopted newly 
restrictive mental health benefit features specifically to offset the more generous dollar limits 
they adopted as a result of the federal law -- two-thirds of these newly compliant employers 
changed at least one other mental health benefit design feature to a more restrictive one. 

The good news is that the parity law appears to have had a negligible effect on claims costs. 
Only three percent of employers responded that compliance increased their claims costs, and 
virtually no employers have dropped their mental health benefits or health coverage altogether, 
as had been feared. According to the report, estimates of the cost of federal parity are typically 
less than one percent; more comprehensive parity laws as enacted by some states are estimated to 
have higher but still modest cost increases of about two to four percent. 

Unless reauthorized, the law sunsets on September 30, 2001. A copy of the Congressional 
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INTERGOVERNMENTAL AFFAIRS UPDATE 

INSULAR AREAS 

FBI Puerto Rico Files. Director Freeh released to Representative Jose Serrano (D-NY) 8,600 
pages of files of a former LFBI program that watched Puerto Rican nationalists and leaders and 
disrupted nationalist efforts. Earlier, Freeh reportedly acknowledged destructive and illegal a.c.ts 
to Serrano. That statement came after Governor Pedro Rossello (D)) released Puerto Rican 
police files on hundreds of thousands of people and proposed compensation for them. 

Lazio on Puerto Rico. Representative Rick Lazio (R-NY) stated his support for a referendum 
on Puerto Rican statehood and closing the Vieques bombing range. 

Vieques Outreach. Maria Echaveste, Jeff Farrow and Mickey Ibarra updated elected officials 
of Pn.-~cto P.~(.an de::~ .. .,,~ !:,;;.•ii~& ::1JIJr .. SJ~tr.~.:.a.n<i-:ll~~L~ri.:::c,k1?sJe«d~"t1l,1u1 t~.hEIO!IDi.s.tratfon's 
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President's proposal did not go far enough began to lobby the Senate in favor of the land transfer 
legislation the solution proposed. 

CABINET UPDATE 
Below are selected Cabinet reports: 

DEPARTMENT OF TREASURY 

Digital Signatures. During the week of May 22, staff from the Office of Domestic Finance 
participated with DOC in extensive bipartisan negotiations with conferees on electronic signature 
legislation. The legislation removes unintended barriers to electronic commerce and clarifies the 
legality of certain electronic transactions by stating that such transactions may not be denied 
legal effect, validity, or enforceability solely because they are in electronic form. Treasury is 



working to ensure that the legislation includes the same consumer protections for electronic 
transactions as for transactions conducted on paper. 

Estate and Gift Taxes. On May 25, the House Ways and Means Committee voted to approve 
legislation sponsored by Chairman Archer that would repeal estate and gift taxes. The 
legislation calls for reductions in the estate and gift tax rates over the next several years, 
followed by a complete repeal of these taxes in 2009. House Democrats intend to offer a 
substitute, which would include broadening the estate tax base but lowering rates and expanding 
the unified credit to $1.S M. On May 25, Secretary Summers and Chief of Staff Podesta sent a 
letter to Chainnan Archer and Ranking Member Rangel stating that the Administration opposes 
the legislation because it would reduce the overall fairness and progressivity of the tax system, 
would be fiscally unwise, and would harm charitable giving, and that the President would veto 
the legislation if it were presented to him. 

DEPARTMENT OF JUSTICE 
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8-count indictment with embezzlement and other crimes committed while both were high­
ranking officers of Buffalo's AFL-CIO Hospital and Nursing Home Council. The indictment 
accuses the defendants with systematically embezzling thousands of dollars in "severance" pay 
from the council and its pension fund. The stolen funds totaled approximately $235,000. 

Court Strikes.Down Telecommunications Act Provision. On May 22, the Supreme Court 
ruled that section SOS of the Telecommunications Act of 1996 violates the First Amendment. 
Section 505 requires a cable operator providing sexually explicit adult programming either to 
scramble the signal or to limit the programming to evening hours. In a 5-4 decision, the 
Supreme Court held that section 505 is a content-based regulation that singles out particular 
prograrruners for regulation. In applying strict scrutiny, and finding that the statute did not 
survive that standard, the majority emphasized two factors. First, it noted that another section of 
the Act provides fo r blocking particular channels by subscriber request and is thus more 
narrowly tailored to the government's goal of supporting parents who want sexually explicit 
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careful assessment in order to justify a regulation as sweeping as this . 

. UNITED ST A TES DEPARTMENT OF AGRICULTURE 

Crop Insurance Reform. On May 24, the joint House and Senate Conference Committee met 
and approved the Conference Report for the Agricultural Risk Protection Act of 2000. The 
Conference Report now goes to the House and Senate floors along with the $7. l B package to 
strengthen the farm safety net for producers, most of which will be distributed by September 30. 

Freedom to E-file Act. On May 18, the Senate passed the Freedom to E-file Act by unanimous 
consent. It is anticipated that the House will act this week on the bill, as amended by the Senate. 
The bill requires USDA to establish an Internet based filing system enabling farmers to complete 
and submit forms electronically. To ensure speedy and effective implementation of the bill, 



USDA Service Center agencies will require full funding for the Common Computing 
Environment initiative. 

Gulf War Illness. The Director of the Presidential Commission for Gulf War Illness has 
requested that NOAA provide satellite images of the Persian Gulf region in January and 
February 1991. The Satellite Services Group of the National Climatic Data Center compiled 38 
cloud free, or almost cloud free, NOAA Polar Orbiter Satellite scenes. 

E-Commerce Small Business Summit. On June 23, DOC, USDA, and SBA will sponsor the 
E-Comrnerce Small Business Summit. This conference will provide small business owners with 
information necessary to assess the impact of electronic commerce on their industries, to develop 
a strategic framework for participating in the new digital economy, and to evaluate potential 
solutions. Secretaries Daley and Glickman are expected to speak. 

National Nutrition Summit. HHS and USDA sponsored the National Nutrition Summit on 
M?Y 30~3 l in Wtt<:hinoto..n. DC:. A'l"T\.On.? nth~rJhingciJ he !)~ ~rt111entc. liMC'~nc~~?. .,,..at-2000 
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healthful eating patterns; and new Pediatric Growth Charts.- which show average height, weight, 
and body mass index by age and sex for children and teens, and are widely used in clinical 
practice, epidemiologic research, and program development. 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

New Home Sales. The nation' s housing sector is on pace for a record year m.new.,home.sales 
after registering first quarter increases in building permits, housing starts and completions, 
according to a report released by Secretary Cuomo. HUD's US. Housing Market Conditions J'' 
Quarter Report shows that in March new home sales were at the second-rughest monthly Level 
e\!er recorded and the first quarter level was the second highest quarterly value. If this level 
continues throughout the year, 2000 will be the best year ever for new home sales. 

DEPARTMENT OF TRANSPORTATION 

~{ ·, Uj.l\:~al w-i ,i..:iu-u· , u.'i~~';-R-urlu,•\:1-'.n" .. l\U~.- 0 11 Maj z:..-; 1c::1µvu-:i~c; ~;r~v~ i:.:1&-r1--ck:i;•-.:- -· 
interest in safety information, Secretary Slater will propose a rating program to provide 
consumers with a measure of a vehicle's likelihood to rollover. The program would provide star 
ratings for rollover performance, the same approach currently used for providing information 
about performance in frontal and side crashes in the New Car Assessment Program. A key 
component of the DOT rollover information campaign will be to continue educating the public 
about the importance of always using seat belts and age appropriate child restraints. DOT will 
open a 90-day comment period to solicit public comment on its proposed rollover rating 
program. Final decisions on the rollover rating program, which is set to begin with 2001 model 
vehicles, will be made this summer. 

ENVIRONMENT AL PROTECTION AGENCY 



Supreme Court R eview of Ruling on Clean A ir Rules. Earlier this week, the Supreme Court 
accepted EPA and DOJ' s petition to review the DC Circuit Court of Appeals ruling that blocked 
EPA from enforcing tightened smog and particulate matter standards. The Supreme Court left 
pending additional petitions for review of the decision from MA, NJ, and the American Lung 
association, as well as a cross-appeal by an industry group fighting the petition for review. EPA 
expects oral arguments to be heard on the case later this year, with a decision from the Supreme 
Court in 2001. 

Dioxin Exposure. EPA is progressing toward completion of its reassessment of dioxin exposure 
and human health effects which began in 1991. As part of the planned internal government 
review, EPA conducted a series of briefings for its federal partners beginning on April 25. On or 
about June 9, EPA expects to provide copies of these external review drafts for an independent 
scientific peer review an~ will also begin the process of public review. Based on the comments 
received, the documents will be revised and submitted to EPA's Science Advisory Board for 
final peer review scheduled for October . 

. 
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Annual Report on the SSI Program. By May 30 of each year, the Commissioner of Social 
Security is required to submit a report to the President and Congress on the SSI program. The 
report provides estimates of program participation and costs over a 25-year period, as follows: 
By 2024, the Federal SSI recipient population is estimated to reach 7.7 million (from 6.3 mm ion 
in 1999); growth in SSI program outlays during the next 25 years is projected to remain 
relatively modest; and Federal expenditures for SSI payments in catendar year 200.0 are 
estimated to total $29.4B, an increase of roughly $ 1.2B from 1999 levels. 

LEGISLATIVE CALENDAR 

House . . . 
The House is expected to begin work on the following appropriations bills next week: Defense, 
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Senate 

The Senate may begin consideration of the Agriculture appropriations bill. 



li.S. Department of Justice 
Office of Justice Programs 

Intimate Partner 
Violence 
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BJS Statisticians Intimate partners: current or former spouses, boyfriends, and girlfriends 

Estimates from the National Crime 
Victimization Survey (NCVS) indicate 
that in 1998 about 1 million violent 
crimes were committed against 

, persons by their current or former 
spouses, boyfriends, or girlfriends. 
Such crTmes, termed intimate partner 
violence, are committed primarily 
against women. About 85% of victim­
izations by intimate partners i.n 1998, 
apout 876,340, were against women. . 

Intimate partner violence made up 22% 
of violent crime against women 
between 1993 and 1998. By contrast, 
during this period Intimate partners 
committed 3% of the violence against 
men. 

Women experienced intimate partner 
violence at lower rates in 1998 than in 
1993. From 1993 to 1997 the rate of 
intimate partner violence fell from 9.8 
to 7.5 per 1,000 women. In 1998 the 
rate was virtually unchanged from that 
in 1997 (7. 7 per 1,000 women). Males 
experienced intimate partner violence 
at similar rates in 1993 and 1998 (1.6 
and 1.5 per 1,000 men, respectively). 

In 1998 about 1,830 murders were 
attributable to intimate partners, down 
substantially from the 3,000 murders in 
1976. 

Violent crimes include lethal (homicide) and nonlethal (rape, sexual 
assault robbery, aggravated assault, and simple assault) offenses. 
• I • 

Lethal Nonlethal 

Number or victims murdered 
by an Intimate partner 
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• Intimate partners committed fewer 
murders in each of the 3 years 1996, 
1997. and 1998 than in any other 
year since 1976. 

• Between 1976 and 1998, the 
number of male victims of intimate 
partner homicide fell an average 4% 
per year and the number of female 
victims fell an average 1 %. 

• In 1998 women were nearly 3 out of 
4 victims of the 1,830 murders attrib­
utable to intimate partners. In 1976 
women were just over half the 
approximate 3,000 victims. 

• The percentage of female murder 
victims killed by intimate partners has 
remained at about 30% since 1976. 

• The number of female victims 
of intimate violence declined from 
1993 to 1998. In 1998 women experi­
enced an estimated 876,340 violent 
offenses at the hands of an intimate, 
down from 1.1 millio~ in 1993. 

• In both 1993 and 1998, men were 
victims of about 160,000 violent 
crimes by an intimate partner. 

• Between 1993 and 1998 women 
ages 16 to 24 experienced the high­
est per capita rates of intimate 
violence (19.6 per 1,000 women). 

• About half the intimate partner 
violence against women, 1993-98, 
was reported to the police; black 
women were more likely than other 
women to report such violence. 

• About 4 of 10 female victims of 
intimate partner violence lived in 
households with children under age 
12. Population estimates suggest 
that 27% of U.S. households were 
home to children under 12. 

• Half of female victims of intimate 
partner violence reported a physical 
injury. About 4 in 1 O of these victims 
sought professional medical 
treatment. 



Measuring intimate partner 
victimization 

This report updates findings presented 
in Violence by Intimates (March 1998, 
NCJ 167237) and provides more 
complete statistics of intimate partner 
violence against men. 

Data 

Findings regarding violent crime came 
from National Crime Victimization 
Survey (NCVS) data collected by the 
Bureau of Justice Statist ics (BJS). The 
NCVS collects data about criminal 
victimizations from an ongoing nation-

Rate of violence by an intimate partner, by gender, 1993-98 
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Definitions 

As defined in this report, intimate 
relationships involve cun-ent or former 
spouses, boyfriends, or girlfriends. 
These iodivirl.uals.. may ..be. of the same 
gender. 

Violent acts examined include murder, 
rape, sexual assault. robbery, aggra­
vated assault, and simple assault. 
Definitions of these violent crimes are 
provided in the definitions section on 
page 9. 

accounted for about 11 % of all 
In 1998 women were victims in about murders nationwide. Of the 1,830 
876,340 violent crimes and men were persons murdered by intimates in 
victims in about 157,330 violent crirn~s _ 1998, 72% or 1,320 were women. 
committed by an intimate partner (table Female murder victims were substan-
1 }. Women were victims of intimate tially more likely than male murder 
partner violence at a rate about 5 times victims to have been killed by an 
that of males (767 versus 146 per intimate partner. In 1998 intimate 
100,000 persons, 1respectively). partner homicides comprised about 
Women were more likely to be victim· 33% of the murders of women but 
ized by a nonstranger, which includes a about 4% of the murders of men. 
friend, family member, or intimate 
partner, while men were more likely to Trends in violence against intimate 
be victimized by a stranger (appendix partners, 1993-98 
table 2, page 10). Sixty-five percent of 
all intimate partner violence against 
women and 68% of intimate partner 
violence against men involved a s imple 
assault, the least serious form of 
violence studied. 

The rate of intimate partner violence 
against women decreased 21 % from 
1993 to 1998. The estimated number 
of violent crimes against women by 
intimate partners decreased from the 

Table 1. Violence by intimate partners, by type of crime and gender, 1998 

Intimate par1ner violence bv gender 

1 993 level of about 1.1 million to 
848,480 in 1997. The victimization rate 
over the same period fell from 9.8 to 
7 .5 per 1,000 women. A nominal but 
not statistically significant increase in 
female intimate partner violence rates 
occurred from 1997 to 1998 (7.5 to 7.7 
per 1,000 women} (figure 1, table 2, 
appendix. table 2). 

Overall violent crime 
Murder 
Rape/sexual assault 
Robbery 
Aggravated assault 
Simple assault 

Total 

Rate per 
100,000 

Number persons 
1 ,033,660 465.9 

1,830 0.8 
63,490 28.6 

103,940 46.8 
187,970 84.7 
676,440 304.9 

Rate per 
100,000 

Number persons 
876,340 766.8 

1,320 1.2 
63,490 55.6 

101,8:J> 89.1 
140.050 122.5 
569,650 498.4 

Male 

Number 
157,330 

510 

47 ,910 
106,790 

Rate per 
100.000 
persons 

1462 
0.5 

44.5 
99.2 

Note: Rales for this table only are the number of victimizations per 100,000 persons. Rates 
reported in other tables are the number of victimizations per 1,000 persons. Populations for 
calculation o f rates are presented in appencfl)( table 9 , page 11 . The difference in male and 
female intimate partner victimization rates is significant at the 95%-confidenee level within eath 
victimization category presented. 
- Based on 10 or fewer sample cases. 

2 Intimate Partner Violence 

Intimate partner victimization rates for 
males were similar in 1993 and 1998 
(1.6 and 1.5 men victimized per 1,000 
males), despite some fluctuation during 
intervening years. The rate of victimi­
zation of male intimate partners in 
1998 represented an increase from 
1 .0 per 1,000 in 1997. 



Homicide of int imate partners, 
1976-98 

Overall, the number of women killed by 
an intimate pa rtner was stable between 
1976 and 1993 and then declined 23% 
between 1993 and 1997. The number 
of women murdered by an intimate 
partner increased 8% between 1997 
and 1998. The number of men 
murdered by an intimate partner fell 
60% from 1976 to 1998 (Highlights 
figure, page 1 ). 

Most victims of intimate partner 
homicide are killed by their spouses, 
although much less so in recent years. 
In 1998 murders by spouses repre-
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• (figure 2) . 
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White females represent the only 
category ,of victims for whom intimate 
partner homicide has not decreased 
substantially since 1976 (figure 3). The 
number of intimate partner homicides 
for all other racial and gender groups 
clec:lioed..d.winge .period- The number 
of black females killed by intimates 
dropped 45%; black males, 74%; and 
white males, 44%. Between 1997 and 

Table 2. Violence by Intimate 
partners, by gender, 1993-98 

Violent victimization 
by: intimate eattners 

Female v1cbms Mate victims 
Rate Rate 
per per 

Year Number 1,QQQ Number 1,000 

1993 1,072,090 9.8 163,570 1.6 
1994 1,003.180 9 .1 176,180 1.7 
1995 953,700 8 .6 115,490 1.1 
1996 879,290 7.8 150,730 1.4 
1997 848,480 7.5 107,850 1.0 
1998 876,340 7.7 157,330 1.5 

Note: See appendix table 9, page 11, for 
the populations used to calculate rates. 

The difference between male and female 
rates of intimate partner victimization for 
every year is significant at the 95%• 
confidence level. The rates for mates In 1993 
and 1998 were not significantly different. 
Male intimate partner victimization rates fell 
significantly between 1994 and 1995, fell 
slightly between 1996 and 1997, and 
increased significantly between 1997 and 
1998. Rates of intimate partner violence 
against females declined from 1994 to 1997 
and slightly between 1994 and 1998. 

Homicides of Intimate partners, by victim-offender relationship, 1976•98 
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killed by an intimate partner increased and 1998." Among women, being 
15%. black, young, divorced or separated, 

For additional information on trends of 
Intimate partner homicide, reler to the 
BJS website: http://www.ojp.usdoj. 
gov/bjs/homiclde/lnllmates.htm 

Characteristics of Intimate partner 
violence victims, 1993-98 

Regardless of the demographic 
characteristics considered, women 
experienced intimate partner violence 

earning lower incomes, living in rental 
housing, and living in an urban area 
were all associated with higher rates of 
intimate partner victimization bet~een 
1993 and 1998. Men who were young, 
black, divorced or separated, or living 
in rented housing had significantly 
higher rates of ·intimate panner 
violence than other men. 

"The remainder or the report examines nonlethal 
violent victimization. although Inclusion of 
homicides would not affect the find.ngs. 

Homicides of Intimate partners, by gender 
and race of the victims, 1976-98 
Number of victims 
killed bys, intimale partner 

1,200 

Wtite female 

400 1--------=::::::....:::::....:::::::::;:::::,~~~===:;:.,,.e:.==-7 Black female 

White male 

1 --- - - ---- - ----- - - - ---'-=t Black male 200 1-

o h --r--,--r-.....-r--r--.--,--,.....-r--r--.-,--,--r-.-.--.--,.-;,--1 
1976 1981 1986 1991 1996 1998 

Figure 3 
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Rate of intimate partner violence, 
by victim's race, 1993-98 
Intimate partner violence 
per , .000 I em ales or males ol each race 

White Black Other 

Figure 4 

Rate of Int imate partner violence, 
by annual household income, 1993-98 

Intimate par1ner viole.nce 
per 1,000 females Of males al each household Income level 
25-- ---- -------------------

Leu thao $7,500- $15,000- $25,000- $35,000- $50,000- $75,000 
$7,500 14,999 24,999 34,999 49,999 74,000 end over 

Figure 7 
Rate of intimate partner violence, 
t,y vict im's ethnicity, 1993-98 at a rate 35% higher than that <af white (3 victimizations per 1,000 men ages 

·-•, ·"""¥' ~..,._ . ~- ·- ~ --... .. . • .. 7-".L.y .. it1: • •'-· ~·~"'!:'~ .. ~--·· , .. ~~~- ' ...... - .,. "'€!, ~"l , - _. - • _,,,_, - ·-~=----=-- 7;\..,;;:~,>,; ~ ;~I" .. ~-:°:,(,.,' • , • ~. .,.. ,_ I ..,'!'if. ,., !\' .. ~ • , ~ • •• • ~z-,. 
,; .;.. .-~ • .PIJ• r.O® tein1r,es o, mllR!.i~ 1)81;11.iir~- - · of wvmen of ~ :+.c·t fl:lCe~. 8,r.cf~ .mak,.,,.... 

9---------- ----. experienced intimate partner violence Household income 

Hispanic: Non-i-usp.nic: 

Figure 5 

Race and ethnicity 

Overall, blacks were victimized by 
intimate partners at significantly higher 
rates than persons of any other race 
between 1993 and 1998 (figure 4, 
appendix table 3). Black females 
experienced intimate partner violence 

at a rate about 62% higher than that of 
white males and about 2½ times the 
rate of men of other races. 

No difference In intimate partner 
victimization rates between Hispanic 
and non-Hispanic persons emerged, 
regardless of gender (figure 5). 

Age 

For both women and men, rates of 
violence by an intimate partner were 
below 3 victimizations per 1,000 
persons under age 16 or over age 50 
(figure 6 and appendix table 4). 
Women ages 20-24 were victimized by 
an intimate partner at the highest rate, 
21 per 1,000 women. This rate was 
about 8 times the peak rate for men 

Rate of intimate partner violence, by age, 1993-98 
Intimate partner violenc• 
per 1,000 females or males in each age category 

25.----------------- ---------, 
201--------

151------

12-15 16-19 20-24 25-34 35-49 50-64 65 or oldor 

Figure 6 

4 Intimate Partner Violence 

Women living in households with lower 
annual household incomes experi­
enced intimate partner violence at 
significantly higher rates than women · 
in households with higher annual 
incomes (figure 7, appendix table 5). 
Intimate partners victimized women 
living in households with the lowest 
annual household income at a rate 
nearly 7 times that of women living in 
households with the highest annual 
household income (20 versus 3 per 
1,000). No discernible relationship 
emerged between intimate partner 
violence against males and household 
income. 

Rate of Intimate partner violence, 
by marital status, 1993-98 
Intimate par1ner violence 
per 1,000 females or males In each s1alus 

0 
Divorced' Never Married Widowed 
separated married 

Figura 8 



Marital status 

For both men and women, divorced or 
separated persons were subjected to 
the highest rates of intimate partner 
victimization, followed by never­
married persons (figure 8, appendix 
table 6). Because the NCVS reflects a 
respondent's marital status at the time 
of the interview, it is not possible to 
determine whether a person was 
separated or divorced at the time of the 
victimization or whether separation or 
divorce followed the violence. 

Home ownership 

Intimate partner victimization rates 
--~ ... • _.w;.,., ~~!Ja:.~:~.~~ ; •J.&. , .... :'·~ • .. -- - : ·,~· ;-• -

r ,-..., ' 0
, h1n:J-b ... pntct1 nt:'us;r;u rL°i)i:iiWbso ot 

the victim's gender (figure 9, appendix 
table 7). Females residing in rental 
housing were victimized by intimate 
partner violence at more than 3 times 
the rate of women living in owned 
housing, and males ·residing in rental 
housing were victimized by an intimate 
partner at more than twice the rate of 
men IMng- trrpo,o~S&d hottsing. 

Urban, suburban, and rural households 

Women in urban areas were victims 
of intimate partner violence at signifi­
cantly higher rates than suburban 
women and at somewhat higher rates 
than rural women. Ten per thousand 
urban women were victims of intimate 
partner violence compared to 8 per 
1,000 women in suburban and rural 
areas between 1993 and 1998. 

Urban and suburban males were 
victims of intimate partner violence 
at similar rates. Men in urban areas 
experienced violence at a rate slightly 
higher than that of men in rural areas. 
No significant difference emerged 
between the rates for suburban and 
rural men. 

The nature of intimate partner 
victimization 

Location and time 

Between 1993 and 1998 almost 
two-thirds of intimate partner violence 

Rate of Intimate partner violence, by home ownersh ip 
and location o1 household, 1993-98 
lnllmate partner violaice per 1,000 
fnales or males in each status 

20...---------~ 
Female 

Hane Hane 
rented ONned 

Figure 9 

Intimate partner violence per 1 ,(XX) 

femaes or males .n each type cl area 

20r---------- - ---. 

151---------- ---1 

Urban SIJ:lurban RIM'al 

Table 3. Location and time of intimate partner violence, 
by gender of victim, 1993-98 

4 . , ,,.,. ~ . --~--:;~ ~: ~--. :-:.- ~ -::--~,~--~~,~-~ ---:.. ~ - ~-~ ·-~-

• ,. \ .... l,{J • _!_.-• ••~.!.'-'~~•:"'-'\"i~~...: -"" , • -·•r_...,_ .. ~f< 'll~.1~1',.:. - • 0 
'Lucutla;i and t ime ' Number · Parcon! · N1.:mt:-er rare.int 

Total Intimate partner victims 937,490 100% 144,620 100% 

Victim's home 590,030 63%. 74,480 52% 
Near victim's home 81 ,600 9· 23,910 17 
Friend/neighbor's home 115,430 12 22,300 15 
Commercial place 24,020 3 5,820 4 
Parking lot or garage 34,800 4 5 ,860 4 
'School 11,350 1 . 

Other 80,260 9 9,630 7 

Daytime (6 a.m. to 6 p.m.) 353,560 38% 58,900 41% 
Nighttime 558,130 60 84,910 59 
Don't know 25,800 3 

--Based on 10 or fewer sample cases. 
'The aitterence between male and female percentages 
Is significant at the 95%•confidence level. 

Table 4. Households with children under age 12, 
by gender of victims of Intimate partner violence, 1993-98 

Total annual Female average Male average 
average amual =cann...;;..;.:u;.;;;al;;.._ _ _ _ 
---N--umbe---r--:P=-e-rc_en_t_ ..,.N.,...umbe""'""'"-r---::P=-e-rce-nt- Number Percent Present 

Total Intimate partner victims 

ChHdren In household 
ChHdren not in household 
Unknown 

1,082,110 100% 937,490 100% 144,620 100% 

459,590 
462,090 
160,430 

43% 424,140 45% 
43 364,720 39 
15 148,630 16 

35,450 25% 
97,370 67 
11,800 8 

Note: The difference between male and female percentages is significant at the 9S'%· 
confidence level for each category shown. The difference in having children as household 
members and not having them is significant at the 95%-confidence level for both women 
and men. 

against women, and about half of all 
intimate partner violence against men, 
occurred in the victim's home (table 3). 
Intimate partner violence occurred 
most often between 6 p.m. and 6 a.m., 
accounting for about 6 in 10 female 

and male victimizations by intimate 
partners (60% and 59%). 
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Table 5. Percent of threats, 
attempted attacks, and physical 
attacks i n intimate partner violent 
crimes, 1993·98 

Vlctims of inti• 
mate partners 

Type of violence 
Attempt or threat 

Threatened 10 kill 
Threatened to ra,pe 
Threatened in ·other" way 
Threatened with a weapon 
Threw object at victim 
FolloweG'surrounded victim 
Tried to hit. slap, or knock 

Female 
31% 
32 

1 
s2· 
18 
4• 
4 

down victlm 13 

Male 
35•;. 
27 

41 
22 
11 

15 

Physically attacked 69% 65% 

Note: Detail may not add to total because 
victims may have reported more than one 
type of threat. 

.,.....,t.1~ ?d_,2n 1t}J! faw•r "''l;'_PIE1.~~ . ~• 
r. . • . . \ . • 

·.,e7~~11; is~ ~ ifJ.t--:r·at If.., 9:i-;,.:. · ~, 
confidence level. -

Children less than 12 present in the 
household 

Between 1993 and 1998 children under 
the age of 12 resided in 43% of the 
households where intimate partner 
violence occurred' (:tabfe-4). Population 
estimates suggest that in general, 27% 
of households in the United States 
were home to children under the age 
12. This study is not able to determine 
the extent to which young children 
witnessed intimate partner violence. 

Injuries and treatment 

Between 1993 and 1998, about 
two-thirds of the male and female 
victims of intimate partner violence 
were physically attacked (table 5). The 
remaining third were victims of threats 
or attempted violence. Though 
percentages of males and females 
being attacked were similar, the 
outcome of these attacks differed 
(table 6). Fifty percent of female 
victims of intimate partner violence 
were injured by an intimate partner 
versus 32% of male victims. 

6 Intimate Partner Violence 

Percent o f i n tim ate p artner victim i z ation r epor ted to pol ice, 
b y gender, r ace, and ethn icity, 1993-98 

Percent of intimate partner violence reported to police 

80o/. 

40o/. 

Wtite Black Other Hispric Ncn-Hisparic 

Figure 10 

Among those injured, similar percent- sional medical treatment for their 
ages of men and women suffered injuries. About 6 in 10 fcmalo and male 
::-.. \.i ~ · • .· .._ ,114:- -:- :-.,,., .,,..,, !. ~. ~ '·;- -:;:- \ 

ii\l'E11yj. A sigruficantly t1iyrn~, '1'-i':.~nt-. 'w>'drt).liiju1~d l>ut n u1 t,·u~bu i,. L~ · . . 
age of women than men sustained general, injuries were minor, involving 
minor injuries (more than 4 in 10 cuts and bruises. Most of those injured 
females and fewer than 3 in 10 males). who were treated received care at 

home or at the scene of the victimiza-
Most victims injured by an intimate • • l ion (1,7% of women and 24% of men). 
partner did not report seeking profes-

.Iable. .6. lnJurles a n d t reat m en t as a result of Intimate p artner v iolence, 
by gender, 1993•98 

Female average amual 
Injury and treatment Number Percent 

Total Intimate partner victims 937,490 100% 

Not lnfured 466,380 50%" 
lnlured 471,110 so· 

Serious Injury . 43,910 5 
Gunshot WOt.nd 
Knife wounds 5,410 1 
lntemal injuries 10,170 1 
Broken bones 16,380 2 
Knocked unconscious 9,240 1 
Other serious infuries 

Rape/sexual assault without 
additional injuries 33,260 4 

Minor injuries only 392,810 42" 
lnfuries unknown 

Injured 471,110 100% 
Injured, not treated 297,800 63 
Treated lor injury 173,310 37 

At scene or home 82,200 17• 
Doctor's office or clinic 23,000 5 
Hospital 

Not admitted 16,990 4 
Emergency, not admitted 39,850 8 
Emergency, admitted 5,840 1 

Other locale 5,020 1 
Ooniknow 

--Based on 10 or fewer sample cases. 
"The difference in male and female percentages is significant al the 
95%-confldence level. 

Male average aMual 
Number Percent 
144,620 100% 

97,620 68% 
◄7,000 32 
6,380 4 

39,690 27 

47,000 100".4 
28,090 60 
18,910 40 
11.240 24 

. 



Reporting to police 

About half of all v ictims of intimate 
partner violence between 1993 and 
1998 reported the violence to law 
enforcement authorities {53% of 
women and 46% of men) {table 7, 
figure 10, and appendix table 8). 

The percentage of victims reporting to 
police differed by race and ethnicity. 
Black women (67%) reported their 
victimization to police at significantly 
higher percentages than black men 
(48%), white men (45%), and white 
women (50%). No difference in white 
male and female percentages reporting 
emerged (45% versus 50%). Hispanic 

Table 7. Percent of reporting Intimate partner violence to pollce, 
by gender, 1993-98 

Type of victim 

Female total 

Reported 
Not reported 
Don'tknoW 

Male 1otal 

Reported 
Not reported 
Don't know 

1993 

100% 

48% 
52 
0 

100"/4 

47-.4 
53 
0 

1994 1995 

100% 100% 

50% 52% 
50 47 
0 

100o/. 100% 

48% 
50 
2 

49% 
51 
0 

1996 

100% 

53% 
46' 

1 

100% 

46% 
52 

2 

1997 

100% 

58% 
42' 
0 

100% 

38% 
60' 

2 

1998 

100% 

59% 
41' 
0 

100o/. 

49% 
51 
0 

' The difference in percent of within gander reporting and not reporting Is 
signficant at the 95%-confidence level. 
'The dltlerence in percent of within gender reporting and not reporting Is 
slgnllican1 at the 90%-confldence lovel. 

1993'98 

100% 

53% 
47· 
0 

100% 

46% 
53 

,- ""-'- ..:, • • • _,_ .. .. -- ._,.._...,,. --- ..... ,i:, .... ~ -
' • .t I . • ... _ • • .,., - -.• _ .,. , • - -

, .. v,.J11Cc:: t(., tt,cq .. cui....:111 h1gm., -pek.-?.~- .. ,-.,;;,:, b. .' ..: .ii. .... t • •!:') , .... . ... .. . , . I . ,. -;,,,--. 
ages than did non-Hispanic females to the police, by gender of victim, 1993·9il 

:: 

(65% versus 52%). 

Among victims of violence by an 
intimate partner, the percentage of 
women who reported the crime was 
greater in 1998 (59%) than in 1993 
(48%). There was no significant differ­
ence ben-Jeen l-99'3 and 1998 fn the -
percentage of men's reporting their 
victimization to the police. 

In 1997 and 1998 a significantly higher 
percentage of female Intimate partner 
violence victims reported the victimiza­
tions to the police than did not. Prior to 
1997 similar percentages of females 
reported and did not report. 

For males, for all years but 1997, 
approximately half the victims did not 
report their victimization to the police. 
In 1997 a slightly higher percentage of 
male victims d id not report to the 
authorities. About half of the male 
victims' reasons and a third of the 
female victims' reasons for not report­
ing their intimate partner v ictimization 
to the police was because it was a 
•private or personal matter- (table 8). 
While this reason was the most often 

Female average amual Male average a'V'lual 
Reasons for not repo,1ing to police Number Percent Number Percent 
Total victimizations not reported 

Private or personal matter 
Af rald of reprisal 
Minor crime 
Police will not bother 
Proted offender 

Police biased 
Inconvenient 
Reported to another otrtelal 
Polee lneffeciiveness 
Not clear a crime occurred 

Don't know wtry I did not report It 
Other ruson given 

480,060 

151 ,900 
83,090 
29,270 
25,440 
13,580 

12.200 
14,190 
11 ,910 
15,290 
7,010 

7,100 
109,070 

35%. 
19 
7• 
6 
3' 

3% 
3 
3 
4 
2 

2% 
25 

85,400 

39,690 

11,480 

8,400 

14,500 

52% 

15 

11 

19 

Note; Detail may not add to total because victims may have reported 
more than one reason and because of values not shown In Instances 
In which the sample cases were fewer 1han 10. 
-Based on 10 or fewer sample cases. 
' The difference In ma.le and female percentages is significant at 1he 
95%•confidence level. 

given by both male and female victims, 
it was given by male victims in a signifi­
cantly higher percentage than female 
victims. 

Fear of reprisal by the perpetrator 
made up 19% of the reasons females 
did not report their victimization to the 
police. About 1 in 10 male victims and 
fewer than 1 in 10 female victims said 
they did not report the crime to the 
police because they did not want to get 
the offender in trouble with the law. 

Methodology 

Except for homicide data obtained from 
the FBl's Unifonn Crime Reporting 
Program, this report presents data 
from the BJS National Crime Victimiza­
tion Survey. The NCVS gathers data 
about crimes using an ongoing, nation­
ally representative sample of house­
holds in the United States. NCVS data 
include information about crime victims 
(age, gender, race, ethnicity, marital 
status, income, and educational level), 
criminal offenders (gender, race, 
approximate age, and victim-offender 
relations) and the nature of the crime 
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(for example, time and place of occur­
rence, use of weapons, nature of 
injury, and economic consequences). 
NCVS victimization data include 
incidents reported and not reported to 
police. 

Appendix table 1. Average annual number and percentage of series 
and nonseries violent victimizations, 1993-98 

Number of victimizations Percent of victimizations 
Type of crime Total Nonseries Series Total Nonsenes Senes 

Violent victimlzations 10,098.920 9,493,160 sos.no 
Rape/sexual assault 394,600 368,430 26,170 
Robbery 1,142,380 1,111,500 30,880 
Aggravated assault 2,167,920 2,063,920 104,000 
Simple assault 6.394,030 5,949,310 444,720 

Intimate partner violence 
Female victims 
Male victims 

937,490 
144,620 

835,850 101 ,630 
132,030 12,600 

100-1. 94% 6% 
100 93 7 
100 97 3 
100 95 5 
100 93 7 

100% 
100 

89% 
91 

11% 
9 

Between 1993 and 1998 approximately 
293,400 households and 574,000 
individuals age 12 or older were inter­
viewed. For the NCVS data presented, 
response rates varied between 93% 
and 96% of eligible households, and · 
between 89% and 92% of eligible Because the NCVS samples house-
individuals. The 1998 data presented holds, it does not capture the experi-
in this report were collected during the ences of homeless individuals or those 

mates of intimate partner violence in 
this report reflect those of the individu• 
als residing in households. 

calendar year being estimated. Data living in institutional settings such as 
for 1993 to 1997 are based on crimes homeless or battered persons' The exact impact of this sampling 
-:..~ --.r-. 1, '"'l •h.- , . .....,.. • shelters. The experiences and esti- limitation is unknown. Several studies 

• .:..♦ .;:• ::,.,.. .... _ ~ ; .. _ .... ~ ~-__.::.-::- ~ · ~ ~-...._.::-......__ _.....,~, -- - ~-- - -4 ,.4,._ 
-,,.... ... • ... - 'I,: ... .. • • .. :... • ..: :-\, - .,. ~-1 • . , _ ... . ,.: •! ' . . .. J1:. ' . ... • ... 

·-=.- ..;::~~•.:..:.·.=.- =-- :.;.,• ~c...:......; :• partnE::r violence hns on h.;~~lassness 
Definitions of Intimate partner 

Intimate partner relationships involve current spouses, former spouses, current 
boy/girlfriends, or former boy/girlfriends. Individuals involved in an intimate partner 
relationship may be of the same gender. The FBI does not report former 
boy/girlfriends in categories separate from current boy/girlfriends. Rather, they 
are included in the boy/girlfriend category during the data collection process. 

Th~;:tt,rough the Supplementary Hoinicide Reports (SHA), and BJS, using the 
NCVS, gather information about the victim's and offender's relationship, using differ­
ent relationship categories. In th is report responses to the victim-offender question 
from both datasets are collapsed into four relationship groups: intimate, 
friend/acquaintance, other family, and stranger. These groups are created from the 

following original response categories: 

lnbmate 

Friend/ 
acquaintance 

Other family 

Stranger 

NCVS categories 
Spouse 
Ex-spouse 
Boyfrlend/glr11riend 
Ex-girlfriend/ex-boyfriend 

Friend/ex-friend 
Roommate/boarder 
Schoolmate 
Neighbor 
Someone at work/customer 
Other non-relative 

Parent or step parent 
Own child or stepchild 
Brother/sister 
Other relative 

Stranger 
Known by sight only 
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SHA categories 
Husband/Wife 
Common-law husband or wife 
Ex-husband/ex-wile 
Boyfriend/glrllriend 
Homosexual relationship 

Acquaintance 
Friend 
Nelghbo< 

· Employee 
Employer 
Other known 

Mother/lather 
Sonldaugther 
Brofhe</sister 
l~law 
Steplalherts,epmolher 
Stepsorvstep<lauglher 
Other family 

Stranger 

or on residing in shelters for homeless 
or battered persons. One study 
suggested that 50% of homeless 
women and children became homeless 
after fleeing abuse (Zorza, 1991 ). A 
1998 study conducted in 1 O cities in the 
United States estimated that of 777 
homeless parents (most of whom were 
mothers) 22% stated they left their 
previous home due to intimate partner 
violence (Homes for the Homeless, 
1998). A survey by the U.S. Confer­
ence of Mayors suggested that 46% 
felt that intimate partner violence was 
a primary cause of homelessness 
(U.S. Conference of Mayors, 1998). 

Standard error computations for 
NCVS estimates 

Comparisons of percentages and rates 
in this report were tested to determine 
if differences were statistically signifi­
cant. Differences described in the text 
as higher, lower, or different and 
changes over time characterized as 
having increased or decreased passed 
a hypothesis test at the .05 level of 
statistical significance (95%--confidence 
level). That is, the tested difference in 
the estimates was greater than twice 
the standard error of that difference. 
For comparisons that were statistically 
significant at the , 10 level of statistical 
significance (90%-confidence level), 
the terms somewhat different, margin­
ally different, or slight difference are 



used to note the nature of the differ­
ence. 

Caution is required when comparing 
estimates not explicitly discussed in the 
text. What may appear to be large 
differences may not test as statistically 
significant at the 95%- or the 90%­
confidence level. Significance testing 
calculations were conducted at the 
Bureau of Justice Statistics using 
statistical programs developed specifi­
cally for the NCVS by the U.S. Bureau 
of the Census. These programs take 
into consideration many aspects of the 
complex NCVS sample design when 
calculating generalized variance 
estimates. 

Series crimes are problematic in 
estimation because how or whether 
these victimizations should be 
combined with the other crime 
incidents is unclear. BJS continues to 
study how these types of victimizations 
should be handled in our pu.blished 
estimates. Currently, series victimiza­
tions are excluded from the annual BJS 
estimates but included in Special 
Reports. In addition, series data are 
included for analyses where repeat 
victimization is an important aspect of 
the subject being analyzed. This report 
includes series victimizations in estima­
tion of intimate partner violence, count­
ing a series as one victimization. 

• Robbery is a completed or attempted 
theft directly from a person, of property 
or cash by force or threat of force, with 
or without ~ weapons, and with or 
without an injury. 

• Aggravated assault is defined as a 
completed or attempted attack with a 
weapon, regardless of whether or not 
an injury occurred, and an attack 
without a weapon in which the victim is 
seriously injured. 

• Simple assault is an attack without a 
weapon resulting either in no injury, 
minor injury (such as bruises, black 
eyes, cuts, scratches, or swelling) or 
an undetermined injury requiring less 

• •.- ~- _ _ ..: \: ... l_;~I ~,-,;,L-"\c..' "" r. . ..!Qt.a,ti ; ... ♦'""ir- '°~ .... .+ •'°'~'" I') J'i1,,~ r--' h"~""·t:,li ,ot ~"" ~ f::f,., .. ,"\I_ 
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· • • • · robbery, and aggravated and simple assciults without a weap1m. 

Homicide data presented in this report assault. Definitions used in this report 
are collected by the FBI , under the are as follows: 
Supplementary Homicide Reports 
(SHA) of the Uniform Crime Reporting 
Program {UCR). The homicide data 
provide incident-level data on about 
92% of the homicides in the United 
St~ s, ft::itJding1.he-.Nic:tim:and -
offender relationship. 

Definitions 

An important consideration in generat­
ing intimate partner violence estimates 
using NCVS data is the treatment of 
•series data.• Series data are defined 
as six or more incidents similar in 
nature, for which the victim Is unable 
to furnish details of each incident 
separately. Because no information for 
each incident is available, information 
on the most recent incident in the 
series is collected. Generally, series 
victimizations represent 6%-7% of all 
v iolent victimizations recorded by the 
NCVS, though some variation exists 
among the types of crime and victim 
characteristics (appendix table 1 ). 

• Murder and non-negligent 
manslaughter is defined as the willful 
killing of one human being by another. 

• Rape is forced sexual intercourse, 
including both psychological coercion 
and physical force. Forced sexual 
intercourse means vaginal, anal, or 
oral penetration by the offender(s). 
This category includes incidents where 
the penetration is from a foreign object 
such as a bottle, Also included are 
attempted rapes, male and female 
victims, and heterosexual and 
homosexual rape. 

• Sexual assault covers a wide range of 
victimizations, distinct from rape or 
attempted rape. These crimes include 
completed or attempted attacks gener­
ally involving unwanted sexual contact 
between the victim and offender. 
Sexual assaults may or may not 
involve force and include such things 
as grabbing or fondling. Sexual 
assault also includes verbal threats. 
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A ppendix table 2. Viclim-ottender relationship , by gender, 1993-98 

Gender of victim and Rate of violent victimization 
victom-offender relationshie 1993 1994 1995 1996 1997 1998 1993·98 

Female victim 
lnbmate partners 9.8 9.1 8.6 7.8 7.5 1 .1 · 8.4 
Other relatives 3.3 2.9 2.2 3.0 2.4 2.7 2.8 
Friends/acqua.ntances 17.1 16.7 15.2 14.5 14.1 12.5' 15.0 
Stranger 15.4 16.8 132 11.8 10.7 9.5' 12.9 

Male victim 
Intimate partners 1.6 1.7 1 .1 1 .◄ 1.0 1.5 1.4 
Other rela1ives 1.6 2.2 2.0 1.3 1.5 2.0 1.8 
Friends/acquaintances 23.0 21.5 19.3 19.1 18.5 17.2' 19.7 
Stranger 38.8 38.2 33.8 29.2 26.6 24.9' 31 .8 

"The difference between 1993 and 1998 violent victimization rates Is significant at the 95%­
confidence level. 
Source: BJS; National Crime Vlcilmlzation Survey (NCVS), and FBI, Supplementary Homicide 
Reports (SHA), 1993-98. 

- --=-- !'"~ -- -. :-· 
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Appelldix table 4. lntfmate partner · 
violence , by age, 1993-98 

Age of victim 
12·15 
16-19 
20-24 
2S-3'L 
3~ 49 . 
50-64 
65 or older 

Rate of nonlethal Intimate 
partner violence (por 1,000 
males end females) , 

Female Male 
2.5 0.6 

17.4 1.7 
21.3 2.4 

1 
15..5 2 6. 
lr.1 1.S 
1,S 0.4 
0.2 

Note: The difference be!ween male and 
female intimate partner vloleoce rates Is 
slgnihcant at the 95%-confidenoe level for 
every age group. 
-Based on 10 Of fewer sample cases. 
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Appendix table 5. lntim ule partner 
v iolence, by ho use ho ld Income, 
1993-98 

Household 
income 

. Rate of nonlelhal 
intimate partner violence 
(per 1,000 males 

of victim 
L8SS than $7,500 
$7,500 to $1◄,999 
$15,000 10 $24,999 
$25,000 to $34,999 
$35,000 to $49,999 
sso.ooo to $74,999 
$75,000 Of more 

and females) 
Female Male 

20.3 2.6 
12.3 1.3 
10.1 2.0 
7.8 1.7 
6.3 1 .0 
4.5 1.2 
3.3 0.9 

Note: Tile d1f1erenca between male and 
female inlll1'\3te partner violence ra1es Is 
significant at the 9S-~-confldenoe level for 
every lnccme cat&gOfy shown. 

Appendix table 3. Intimate partner 
violence, by race and ethnicity, 
1993-98 

Rate ol nonlethal intimate 
partner violence (par 1,000 
males and females) 

Victims 
Race 

White 
Black 
Otherraoe• 

Ethnicity 
Hispanic" 
Non-Hispanic 

Female Male 
vlcilms victims 

8.2 1.3 
11.1 2.1 ... , 
7.7 1.3 
8.4 1.4 

Note: The dif1erence between male and 
female inllmate partner violence ralos Is 
slgnlllcant at the 95%-confidence level IOf 
each race and ethnicity shown. Femalo 
lnt,mate partne< vlolen.::e rates among races 

...,....,.._ I - -• , . . . . -· 
. .J t'~ \"'/"'Lw ;:,~,.. .. \. .... ~"' 1,.,,,. r .... ,,. . ...... ' "''" 

.sm(l,goG. t/.c1lo h,lim&hil i,ann .. r \' IOICMC 
rates dif1ered at the 95%-confidence level 
between whites and blacks nnd between 
blacks and parsons of other races. No differ­
ence In the rates for wh!to males and other 
race mates emerged. · 
-Based on 10 Of fewer sample casos. 
•Denotes Asians, Native Hawaiians, other 
Pacific Islanders, Alaska Natives, and Amari• 
can Indians. 
~lspanic or LaUno persons could be 
of any raoe. 

J\ppendlx table 6. Intimate 
partner violence, 
b y marital status, 1993-98 

Victim's 
marital status 

Rate of nonlethal 
lnUmate violanoa 
(per 1,000 persons) 

OIVOtC4ld/separated 
Never married 
Married 
Widowed 

Female 

31.9 
11.3 
2.6 
0.6 

Male 

6.2· 
1.6' 
o.5' 

- Based on to Of fewer sample cases. 
' The difference between male and female 
rates of Intimate partner violence Is slgnifi· 
cant at the 95'Yrconftdence level. 



Appendix table 7. Intimate partner 
violence, by urbanization and 
housing, 1993-98 

Area in which 
victim lives 

Home owned 
Home rented 

Urban 
Suburban 
Rural 

Rate of nonlethal 
Intimate partner 
violence {per 1,000 
males and females) 

Female Male 

4.8 
16.2 

9.5 
7.8 
8.1 

1.0 
2.2 

1.6 
1.4 
1.1 

Note: The difference In male and female 
intimate partner violence victlmizallon rates 
for each housing category is significant at 
the 95%-coofidence level. Among females, 
Intimate partner violence rates differ at the 
95%-confidence level between urban and 

- .... ~ .5!!!1'1.~~e?.!..!.f!2 .at lt\q ~t'.:.rmlirlP')~ -
.... • .. ""l;: r' ... ·r-.i...:,•, .... ,,., '1 •·.r.n ,;-nr: .t, ~: • ...; ..'.'l t . .... f• •.J 

.... ... --~-- - - "lot - • '"~,~ .. , .. .., •• _ .. 

- •• - ~. fflal~s_ TUflll>l'ili1i.Jf.,7,~ ~·.,--,,,;i,ij,Ccil'llfy f{OITl. 
urban rates. 

Appendix table 8. Reporting Intimate partner violence to police, 
by race and ethnicity, 1993-98 

Female Male 
Number Number of Number Number of 

Victim ree2rted vlc1Ims Percent reeorted victims Percent 
Total 498.210 937,490 53% 67,110 t44,620 46% 

White 384,030 763,100 50% 53,090 116,830 45% 
Black 105,720 157,480 67" 11,910 24,780 48 
Other 8,470 16,900 50 

Hispanic 50,650 78,390 65°.4° 6,010 12,470 48% 
Non-Hispanic 442,470 847,210 52 58,710 129,060 45 

--Based on 10 or fewer sample cases. 
"The difference In male and female percentages is significant at the 95%-confidence level. 

Appendix table 9. Resident population or the United States 
n.:.c...• :,.rr _r;! .. ~ -~l{ :ic-r&!_~r. 1Q~~~ _ ..._. 

•. ... . - -.L.. - - • "' .. ~-·- _.._, ... ... ... , , . .... . . .. ..... " 
.-·ooul.li:b<>llS. U!.00 IO Cll•Qllil111,t,:o .. 1j_11 ,i;_..1\()o I nili,s 

1993 1994 1995 1996 1997 1998 

Total 211,524,no 213,747.270 215,709,450 217,967,370 220,433,520 221.eao.960 
Female 109,176,670 110,378,010 11 1,440,640 112,490,440 113,540,360 114,285,430 
Male 102,348,090 103,369,260 104,268,820 105,476.930 106,893,170 107,595,530 

The Bureau of Justice Statistics is 
the statistical agency of the 
U.S. Department of Justice. 
Jan M. Chaiken, Ph.D., is director. 

BJS Special Reports address a 
specific topic in depth from one or 
more datasets that cover many 
topics. • ' 

Callie Marie Rennison, Ph.D., and 
Sarah Welchans wrote this report. 
Cathy Maston provided statistical 
review. nna Dorsey produced and 
edited the report under the supeivi­
sion of Tom Hester. Jayne Robinson 
prepared the report for final 
publication. 

May 2000, NCJ 1782.47 

The primary source of data for tables 
presented in this report is the 
National Crime Victimization Survey 
(NCVS). Data for lethal violence or 
homicide were collected by the FBI, 
under the Supplementary Homicide 
Reports (SHA) of the Uniform Crime 
Reporting Program (UCR). 

Data presented in this report can be 
obtained from the National Archive 
of Criminal Justice Data at the 
University of Michigan, 1--800-999-
0960. When at the archive site, 
search for dataset ICPSR 6406. 

The archive may also be accessed 
through the BJS website, where the 
report, data, and supporting 
documentation are available: 
http://www.ojp.usdoj.gov/bjsl 
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Mental Health Parity Act: Employers' Mental 
Health Benefits Remain Limited Despite New 
Federal Standards 

Mr. Chairman and Members of the Committee: 

We are pleased to be here today to discuss the implementation of the 
Mental Health Parity Act of 1996. An estimated 40 million American adults 
suffer from some type of mental lllness each year. Private health insurance 
plans typically provide levels of coverage for the treatment of mental 
illness that are lower than coverage levels for the treatment of other 
illnesses. Consequently, patients with severe mental illness can exhaust 
their mental health coverage before they are fully t reated. As you know, 

~--..:....;_~---..---.. ..-...-------· ---~J-,. ~~f--!...Z.:t_,.._~ n --..jr . • ... ..,., , .,..,,,.. •.,. .J..1... '" • -- ... 
.... .., -- • ..... ;i... ...e: - •. ! - .I½· ' ~ . ... ~ ~ c.u ., .. , ., . • ' . . 

· . -:;- _ ·.: , . .. • .. covc_i"iige b~.wcet1 t!:•.:r'i:&! he,Sfh ai1a ou1c: .1:.,, ...... ;,,,~. uJ t'Stub1i!l_!1ni-, .. ! 1':; ·:. 
· federal standard for mental health coverage offered under most employer­

sponsored group health plans. Specifically, the law requires parity In 
dollar limits by prohibiting employers from Imposing annual and lifetime 
dollar limits on mental health coverage that are more restrictive than limits 
imposed on all medical ~nd surgical coverage. Without legislative action, 
the federal law will sunset on September 30, 2001 . 

We recently issued a report, prepared at your request, examining the 
implementation and effects to date of the federal parity Jaw.1 My remarks 
today will focus on our findings concerning (1) employers' compliance 
with the law and the changes they have made to their health benefit plans, 
(2) what is known about the costs of complying with the law, and (3) the 
oversight roles of the Department of Health and Human Services (HHS) 
and the Department of Labor (DOL) in enforcing this law. 

In brief, we found that most-but not all-employers we surveyed 
reported that they comply with the law by having parity in mental health 
and medical and surgical annual and lifetime dollar limits. Among the 863 
employers responding to our survey that offered mental health benefits in 
the 26 states and the District of Columbia with laws no more 
comprehensive than the federal law, the percentage reporting parity in 
dollar limits grew from 55 percent in 1996 (before the law was effective) to 
86 percent in 1999. However, most of these newly compliant employers 
reported that they also made changes to make their plans more restrictive 
in the number of hospital days or outpatient visits covered for mental 
health than for other medical and surgical benefits. Very few employers 
reported that the law resulted in higher claims costs. Finally, the Mental 
Health Parity Act and other recent federal health insurance standards have 
expanded DOL's role in regulating health benefits and have created a 

I Meneal Health Parley Ace: Despite New Federal Standards. Mental Health Benefits Remain Limited 
(GAO/HEHS-©95. May 10. 2000). 
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Mental Health Parity Act: Employers' 
Mental Health Benefits Remain Llmlted 
Despite New Federal Standards 

regulatory role for HHS' Health Care Financing Administration (HCFA) 
that entails federal enforcement of the law when states do not adopt 
conforming insurance regulations. While HCFA has begun to review state 
conformance, it has not completely determined the full extent of its 
required oversight role or specific time periods for making this 
determination. 

o..;~ tt e"1t''".YPJ~Sr'Q!l'.9L,_,P.<tll.ea]t~ ir\c;11TpJ1ce ol,H": t•,r.,:•~~llv r r'),.. irlp ln~-"PP 

.... .. ...__:.., (h ... t ""''t ~~ .a." ..... ~ .; ~ p , 11p - , ,: ; • 1:-' l.:tl :'" · .., -.: .. lll:JI! 

of othe1 illnesses. Issuers of coverage-empfoyers that ti.rnd tl1d r ovro 
health plans and health insurance carriers-often limit mental health 
coverage through plan design features that can be more restrictive for 
mental health benefits than for medical and surgical benefits. Commonly 
found are lower service limits for mental health benefits such as the 
number of covered hospital days or outpatient office visits and higher cost• 
sharing features for mental health benefits such as deductibles or 
copayments. 

Issuers limit mental health coverage primarily because of their concern 
about the high costs associated with long-term, intensive psychotherapy 
and extended hospital stays. An issuer may also restrict mental health 
benefits to protect itself from adverse selection. That is, a plan with 
relatively generous mental health benefits may be more likely to attrart a 
disproportionate number of individuals who have high demands for mental 
health care services, thus drivlng up the claims and premium costs of the 
plan. 

The Mental Health Parity Act of 1996 amended the Employee Retirement 
Income Security Act of 1974 (ERJSA) and the Public Health Service Act to 
require that employer-sponsored health plans have annual and lifetime 
dollar limits for mental heal th coverage that are no more restrictive than 
those for all medical and surgical. coverage.2 The law does not apply to 

• plans sponsored by an employer with 50 or fewer employees, 

• group plans that experience an Increase in plan claims costs of at least 1 
percent because of compliance, or 

2fhe Mental Health Parity Act of 1996, P .L. 104·204, tllle VU, 110 Stat. 2847, 2944-50 (to be classlned at 
29 U.S.C. 1185a and 42 U.S.C. 300gg•5) . 
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Mental Health Parity Act: Employel'$' 
Mental Health Benefits Remain Limited 
Despite New Federal Standards 

• coverage sold in the individual (nongroup) market. 

Furthermore, the law does not require a ny plan to off er mental health 
coverage, excludes substance abuse treatment. and does not prevent a 
plan from Imposing more restrictive service limits (hospital days or 
outpatient visits) or higher cost-sharing requirements on mental health 
coverage than on medical and surgical coverage. The law became effecti,•e 
for group health plans for plan years beginning on or arter January 1, 1998. 

' . . - • -~> - - - - - -- - .. --: ;;·~~·-. , r . • 
I, I ◄ I t , . • ... l ·d~l Ut:1...a~ .... , .... , ~-~ ..:',.,(~r . ..,__.. ... ,,, ""► :- '-,c-. • t:,' • • • .. t :.. I 

heallh uenefJts. As ofMan;h 2000, the Nauonal Confert:nce of St11.te 
Legislatures' (NCSL) Health Policy Tracking Service reported that 43 s tates 
and the District of Columbia had laws in effect addressing mental health 
benefits In employer-sponsored group health plans.3 Twenty-nine states 
have laws that are more comprehensive than the federal parity law and 
require parity not only in dollar limits but also in service lintits or cost­
sharing provisions. Sixteen of these states require full parity. That is they 
mandate that mental health coverage be included in all group plans sold, 
and they require parity in all respects, including doUar limits, service limits, 
and cost sharing. Laws in six states essentially parallel the federal Jaw by 
only requlring parity for annual and lifetime dollar limits and not requiring 
parity in services or cost-sharing provisions. Laws in eight states and the 
District of Columbia are more limited and might not confoml to the federal 
law, and seven states have no laws addressing mental health benefits. 
Appendix I compares state laws addressing mental health benefits with the 
federal Mental Health Parity Act. 

Enforcement authority for the Mental Health Parity Act. is divided betvveen 
federal agencies and the states. DOL is responsible for ensuring that 
private employer-sponsored group health plans comply with the law-an 
extension of DOL's regulatory role under ERISA.4 In states that do not 
adopt and enforce statutes o r regulations that meet or exceed the rederal 
parity standards, HCFA is responsible for dlrectly enforcing the federal 
insurance standards on carriers. In states that have standards conf omting 

3A smaller number of state laws also apply to coverage sold In the Individual Insurance mark~t. 

4ERISA allows employers to oITer uniform national health benents by preempting states from directly 
regulaUng employer-sponsored benefit plans. As a resulL states are unable to directly regulate self• 
funded plans bul can regulate health Insurers. Under ERISA. DOL Is responsible fa- ensuring that 
employer-sponsored group health plans meet certain nduclary, reporting, disclosure. and appeals 
requlrcmenlS related to the provision of health bencflt.s. 
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Most Employers 
Report Compliance 
Wftlrthe··Federal Law 
but Continue to Limit 
Mental Health 
Benefits 

Mental Health Parity Act: Employers' 
Mental Health Benefits Remain Limited 
Despite New Federal Standards 

to the federal parity law, state insurance regulators have primary 
enforcement authority over insurance carriers.5 

To determine employers' responses to the law, we surveyed 1,656 
employers subject to the law, which statistically represented 103,000 
employers in the District of Columbia and 26 states. We obtained a 
response rate of 52 percent. Because our goal was to measure the effect of 
federal rather than state parity requirements, we surveyed employers with 

.. :....n►./'C:~-tb.? .. ~ cc.:..Q~P .. !i~~~,i~ ◄.~ •. t l:1 \ 2e ,~+~t~f ~l '!!_d..!.L~ft. u ;<;-ttjr.t n f r (, lor.-:h; :.. 1'~"''\f .• . 
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.. ---:·~1.n·1t r .. \v~~;{.!.tt:Cii'l )~ ~•--::~l]Jt'Sr, j--,.~✓1.~r) <;Grnprt#J ... :1,i~L!o· ·>.t 1, ::1· _" .,:,. ..... ::.:!.• .. -_,, 
as ofJuly 1999.6 to ider1t1fy actions thi iederahigeuc1es have taken to 
ensure compliance with the law, we interviewed officials from HCF A and 
DOL's Pension and Welfare Benefits Administration. 

Employers we surveyed reported that they are largely complying with the 
federal mental health parity law. Eighty-six percent of the employers · 
responding to our survey reported complying with the federal parity 
requirement, as of December 1999, representing about .68,000 to 74,000 
employers in the 26 states and the District of Columbia. However, 14 
percent reported that they were noncompliant, representing about 9,000 to 
13,000 employers. Both HCFA and DOL officials found the 14 percent 
noncompliance rate comparable to their own assessments. For example, 
DOL recently determined from a preliminary review of about 200 
employers' health plans it investigated that 12 percent were out of 
compliance with federal parity standards. 

The law has resulted in more employers reporting parity in dollar limits for 
mental health and medical and surgical benefits. In 1996, before the 
federal parity law was enacted, only about 55 percent of employers we 
surveyed reported parity in the annual and lif etirne dollar limits for mental 

5This federal and state regulatory scheme applies to other federal health Insurance standards, including 
those established under the Health Insurance Portability and Accountability Act of 1996, the Newborns' 
and Mothers' Health Protection Act of 1996, and the Women's Health and Cancer Rights Act of 1998. 

6GAO/HEHS-00-95 contains further details of our survey and the l!mltaUons of our data. Our survey 
population Included all 21 states and the Di.strict of Columbia that had no law, a law more limited than 
the federal law, or a law that meets the federal law based on our review of data 1ha1 NCSL provided 
(see app. I). We also surveyed employers ln five states identified as exceedlng the federal law because 
(1) two states Implemented more comprehensive laws after we selected our sample, (2) two states 
mandate that mental health benefits be included In most coverage sold but otherwise mirror the federal 
parity law by requiring parity only in dollar limits, and (3) one stale had unclear statutory language and 
was included by HCFA In Its Initial determination that the state may not be enforcing the minimum 
federal standards. 
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Mental Health Parity Act: Employers' 
Mental Health Benefits Remain Limlted 
Despite New Federal Standards 

health and medical and surgical benefits.7 When employers were asked 
why they changed their annual or lifetime dollar limits, more than 75 
percent of those responding cited the federal Mental Health Parity Act as a 
significant or primary reason. Among the employer plans in our survey 
that were not in compliance with the federal parity law, most had lifetime 
limlts for mental health coverage of $100,000 or less. 

Most employer plans we surveyed contained other plan design features 
t h7.t _wr'fP ,::19-r~_rg~!.rjctive fq_r IlW.,t')tal h<;?altt, th3n fnr ~rii~·➔l ~.,,cl s~•rpw.al _ 

1-1.._l'. · ..... ~. _J'Lln ... G.a.J,••·· ...... •· .. · .. t ..... ;_,,1• .. '""--- -~ .. ;, ... '~r v:' • 
coveted ho::.pital days and outpatle11t offiu: visits e1S well d S ru~bet c.:i.;1. 
sharing such as copayments and coinsurance. As of December 1999. 87 
percent of compliant employer plans contained at least one more 
restrictive provision for mental health benefits.8 Most prevalent were 
restrictions on the number of outpatient office visits and hospital day 
limits, with nearly two-thirds of compliant employer plans having lower 
limits for mental health than for medical and surgical benefits. Very few 
employers we surveyed imposed any limits on office visits or hospital days 
for nonmental health conditions-about 8 and 10 percent, respectively. 

Many employers in the states we surveyed changed mental health benefit 
design features specifically to mitigate the more generous annual and 
lifetime dollar limits required by the Mental Health Parity Act. About 65 
percent of employers that changed annual or lifetime dollar limits after 
1996 to be no less restrictive than dollar llmits for medical and surgical 
coverage also changed at least one other mental health design feature to a 
more restrictive one. Most commonly changed were outpatient office visit 
limits and hospital day limits, as shown in table l . Only 26 percent of 
employers that did not change dollar limits after 1996- that is, plans that 
were already in compliance or that remained out of compliance-changed 
at least one mental health design feature to something more restrictive. 

7Bccause of respondenl uncertainly and llem nonresponse. we could not determine parlly for S 1 
percent of employers In 1996. We were less likely 10 determine parlty for both small employers (SJ to 
100 employees) and those In the South compared with employers of other s11es and In other areas of 
the COWIU)'. 

8 As of December I 999, noncompllanl plans did not differ slgmflcantly from compllanl plans, with 
about 93 percenl of noncomplianl plans also containing al least one such resmctlon 
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.Most Employers Are 
Not Aware of the 
Law's Effect on 
Claims Costs, Which 
Appears to Be 
Negligible 

Mental Health Parity Act: Employers' 
Mental Health Benefits Remain Limjted 
Despite New Federal Standards 

Table 1: Employer Plans That Have Added Restrictive Mental Health 
Benefits Provisions Since 1996 

Change Employers newly 
compllant with parity 

requirement 

Other employers• 

Fewer office visits covered 51 % 11 % 
Fewer hospital days covered 36 11 
~lnc.;.;;..;..re;;..;;a;;,;;;se.:;.d;:;...:;.out;;;.;.r;;.pa;;;.;ti;;.;:;e.;..n.:....to;;.;f.;.;.f~;;..;;e;_ViSit;.;;·;.;.·;_;cop;..;;;• =ay'-'-me.;..;.;.n.;.;;ts:;...• _______ --'2::.:0'-------- 13 
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C-OSI~ 
Increased hospital stay coinsurance 
Increased hospital stay copayments6 

7 
3 

•includes employer plans that already had parity in 1996 and those that did not have parity 
in 1996 and remained out of compliance in 1999. 

'The differences In the percentage of newly compliant and other employers that have 
increased hospital stay and office visit copayments since 1996 are not statistically 
significant. 

Source: GAO survey of employers' mental health benefrt:s. 

· About 60 percent of the responding employers did not know whether 
compliance with the Mental Health Parity Act increased their plans' claims 
costs, and about 37 percent reported that compliance had not raised their 
claims costs. Only about 3 percent of the respondents reported that claims 
costs rose as a result of the act.9 However, as noted above, compliance 
with the act was associated with a greater number of other restrictive 
provisions for other plan features, such as office visit or hospital day 
limits, which may have limited the extent to which claims costs would rise. 
Also, some employer-sponsored plans have increased their use of managed 
care techniques to better coordinate and control the use of mentaJ health 
services. Moreover, less than 1 percent of responding employers have 
actually dropped coverage of mental health benefits or their health 
benefits plan altogether since the law was enacted, and most cited 
business reasons other than the cost of implementing the act's 
requirements for dropping coverage. 

~ act allows an exemption for group plans that experience an Increase In health benefit costs of I 
percent or more because of compUance with the law's requiremenlS. Federal agenoes estimated lhat 
as many as IO percent of health plans affected by the law, or 30,000 health plans, could be eligible for 
the exemption. However. as of March 2000, DOL officials reported that only nlne employers natlonally 
had clalmed an exemption. 

Page 6 GAO/T-H EHS,00.113 

2 
7 



Mental Health Parity Act: Employers' 
Mental Hu.Ith Benefits Remain Limited 
Despite New Federal Standards 

Studies almed at predicting the costs of the federal parity law generally 
corroborate our finding that requiring parity only in dollar limits resulted in 
cost increases of less than 1 percent. For example, in 1996, the 
Congressional Budget Office estimated that the Mental Health Parity Act 
would result in claims cost increases of 0.16 percent, and Coopers and 
Lybrand predicted that claims costs would rise by about 0.12 percenL10 We 
are not aware of any additional studles after 1996 that have quantified the 
change in costs resulting from the federal parity requirements. 

- · ·- --=-- - - ... .. 
.,_.:-,.::,".J.,., l'I! -::---.--;i•}·li "If! Pr\«'\.~:~":·,-;~ · ;--r -~.:. .... 

comprehen5ive thnr, the! federal Mental Heaith Parity A<.t a1<.. thu~ ci.rl.? t:,t.s 
Likely to have a greater effect on claims costs (see app. n. Unlike the 
federal law, these Jaws require parity not only in dollar limits but also in 
service limits, cost-sharing provisions, or both. In addition, many state 
laws mandate the inclusion of mental health benefits in fully insured group 
health plans and cover substance abuse and chemical dependency. Public 
and private health policy researchers have examined the estimated or 
actual costs resulting from more comprehensive state parky laws. In 
addition to estimating increased claims costs in several states, several 
studles have examined the potential premium cost increases associated 
with full parity nationally. Most of these studies have estimated the cost 
increase for full parity in individual states and nationally to be between 2 
and 4 percent. These estimates represent a composite of the cost 
increases for fee-for-service, preferred provider organization, point-of. 
service, and health maintenance organization (HMO) plans. Typically, 
estimates assume that HMO and other managed care plans will have lower 
cost increases than fee-for-service plans. 

IOCoopen and Lybrand, An Aetu.arlal Analysis of S.2031, "The Mental Health Parity Act of 1996" (n.p.: 
SepL 1996). 
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Federal Agencies 
Have Made Varying 
Progress in 
Overseeing the Parity 
Law 

Mental He alth Parity Act: Employers' 
Mental He alth Benefits Remain Limited 
Despite New Federal Standards 

DOL has traditionally relied on a complaint-driven approach to identify 
noncompliance with federal health plan standards. However, with the 
enactment of several federal health insurance reforms since 1996, 
including the Mental Health Parity Act, DOL's enforcement role has 
significantly expanded. Accordingly, It has undertaken several initiatives 
to improve and expand its oversight, customer service function. and 
consumer and employer education efforts.1 1 On April 6, 2000, DOL 
published its strategic enforcement plan to make public its goals and 

___ . ~.:_:---:---.:~.t,.r,"'~"".d.-:~ ~ j ,!.• ---.:..::-=;.l!·..,tj.!.t..·.:! ,,. "•) :_"_.:'r~ ~uT'\l":'"1l T"\1j.:_.. .... I'\,._ :1,~ •,t•,b 

·• 1o.-..~,-, .• ' •1 ~-~1:t·1:':.a.-!:?~• '-->7:·1;~~It.~,t,- ::":P!~l'-.. ,.4 .;-t"~ ::ir,tv ,,,. 
a ", ... , 11' "'\.~, • • "' ,. I , ... • ~• ... - -• - • ., • 

In particular, DOL has begun to rely on investigations to more 
systematically determine health plan compliance. As of March 2000. OOL 
officials said that they had completed investigating approximately 200 
employers that varied by size.and geography. In addition to reviewing 
employers· compliance with other health and pension standards, DOL 
found that 12 percent of these employers' health plans that were subject to 
the Mental Health Parity Act were not in compliance. These plans typically 
retained annual or lifetime limits that were lower for mental health 
coverage than for medical and surgical coverage or contained other 
violations of the law. Accorcling to officials, DOL sends letters to 
noncomplying employers outlining the violations and in the vast majority 
of instances is able to work with the employers to correct them without 
resorting to litigation. DOL plans to regularly conduct more investigations, 
perhaps as many as 1,000 annually, to help evaluate compliance. 

HCFA has a new regulatory role since the enactment of the Mental Health 
Parity Act and other recent federal Insurance reforms. The agency must 
enforce federal requirements in states where it determines that legislation 
has not been enacted that meets or exceeds the federal standards or has 
otherwise failed to Msubstantially enforce· the federal standards. HCFA's 
activities in support of this role have been evolving since the Health 
Insurance Portability and Accountability Act (H]PAA) was enacted in 
1996.12 On August 20. 1999, HCFA issued enforcement regulations that 

11 For addltJonal lnfonnatJon on DOL·s lnlUatJves, see Pr/vile Health Insurance. Progress and 
Challenges In Implementing /996 Federal Standards (GAO/HEHS-99-100. May 12. 1999) and Health 
Insurance Standards: New Federal Law Creates Challenges for Consumers, Insurers. Regula1ors 
(GAO/HEHS-98-67. Feb.25.1998). 

12For addltJonal lnfonnatlon on HCFA's actlvttles, see lmplemenatlon of HIPAA: Progress Slow In 
Ent~ Federal Scandards In Nonconforming States (GAOIHEHS-00-85, Mar 31, 2000), (GAO/HEHS-
99-100). (GAOIHEHS-98-67), and Privale Heallh lnsw-ance· HCFA CauUous In Enforcing Federal 
HJPAA Standards In Scares Laclcing C.Onformlng Laws (GAOIHEHS--9&-217R. July 22, 1998). 
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Concluding 
Observations 

Mental Health Parity Ace Employers' 
Mental Health Benefits Remain Limited 
Despite New Federal Standards 

prescribe how it assumes an enforcement role in a particular state and 
describe regulatory responsibllitles it may perform.13 

In mid-1999, HCFA undertook an initlaJ state-by-state analysis of whether 
state laws conform to the federal standards- a precursor to its 
determining whether lt is required to play an enforcement role in a 
particular state. HCFA officials said that this preliminary examination 
identified 7 states that appeared not to have Jaws addressing the federal 
oarlty §~ ards.!...24__._t~P~ith l::l.~ ~EtJ~W!lirh _!!le "'Ee'!<..Y_ hac;_o~stion-; 

.=.- i• "' ~°"'8 ... ~--:_,;_;--.:,.;.:-- ,.:,!:l. •. f\' ,..~lJ •• .. ·•• "' .. Jl .. ~. • • l 

laws that appC3J"Cd to conform Iully. · · - --· -
In December 1999, HCFA sent letters to the seven states that appeared not 
to have laws. indicating that it had a reason to question whether a state's 
standards substantlally met the specified federal parity requirements. As 
of May 2000, HCF A officials said that four of these states have enacted 
conf ormlng laws or other directives or have otherwise demonstrated that 
they enforce the federal parity requirements. In any of the remaining three 
states that do not meet standards through other regulatory means, HCF A 
will begin its formal determination process in which it could ultimately 
assume direct enforcement responsibilities. As of April 2000, HCF A was 
continuing to examine the 24 other states where it had questions 
concerning conformance, but it has not provided a specific time period for 
the completion of this review or the initiation of the formal determination 
process. 

The Mental Health Parity Act of 1996 sought to bring mental health 
benefits closer to parity with other health benefits. However, the scope of 
the law applies only to annual and lifetime dollar limits, allowing most 
employer-sponsored health plans to use other features, particularly 
hospital and office visit limlts, to continue to provide less coverage for 
mental health than for other health services. The net effect is that 
consumers in states without more comprehensive laws have often seen 
only minor changes in their mental health benefits, resulting in little or no 
Lncrease In their access to mental health services, and that the costs 
associated with the federal law have been negligible for most health plans. 
More than half of the states have enacted more comprehensive parity laws, 
requiring parity not only in dollar limits but also in service limits, cost­
sharing requirements, or both, some of which have estimated cost 
increases of about 2 to 4 percent. Nonetheless, because the more 
comprehensive state laws apply only to a portion of the population and the 

1364 Fed. Reg. 45,786 (◄5 C.F.R. Pt. 144, 146,148. and ISO). 
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Mental Health Parity Act: Employers' 
Mental Health Benefits Remain Limited 
Despite New Federal Standards 

federal law applies only to dollar limits and is disregarded by a significant 
minority of employers, many Americans are likely to remain in employer­
sponsored health plans that continue to provide less coverage for mental 
illness than for other types of illnesses. 

Mr. Chainnan, this concludes my prepared statement. I will be happy to 
. . . . ., . · .. :1ns}Ve.t Questions from you and other me.ml;>frs of the C'ommitt~c. :~-:..-=. - -x- . : --:-- -- .. -:- · ~-7:::: . - - -:---,-J.... - --- ---- -... . _, -~-\ ..... •\,' ..... -· .. -~,,. i ' . .♦;- • -~, · " .. ' . ,, •• - -,.. .., __ 

----------------:---- ------GAO Contacts and For more lnfonnatlon regardlng this testimony, please contact Kathryn c: 
Allen at (202) 512-7114 or John Dicken at (202) 512-7043. JoAnne Bailey, 

Acknowledgments Randy DiRosa, Mary Freeman, and Betty Kirksey also made key 
contributions to this statement. 
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Ap endix 

State Laws Affecting Mental Health Benefits 
Compared With the Federal Mental Health 
Parity Act 

State No law More limited than Meets federal Exceeds federal Full parity• 
law" federal law' law° 

Alabama X 
Alaska X 
Arizona X 
Arkansas X X 
CalifomJa• X 
Colorado X X 

• . X X .. - _..,.. ·- -... - ___ ................... ~ -....: ...... ___ - ·---- -~- ... -- ........... - - _-.,...._, ___ -- -..,,__. - - -- . I. •.- ~ . ..... ,~ . -
X -------- - - ---

Geo~ la X 
Hawaii X X 
Idaho X 
Illinois X 
Indiana X 
Iowa X 
Kansas X 
Kentuc X 
Louisiana X X 
Maine x . X 
Maryland X X 
Massachusetts X 
Michl an X 
Minnesota X 
Mississippi X 
Missouri X 
Montana X X 
Nebraska X 
Nevada X 
New Hampshire X X 
New Jersey 
New Mexico' 

X X 
X 

New York X 
North Carolina X 
North Dakota X 
Ohio X 
Oklahoma X X 
Ore on' X 
Pennsylvania X 
Rhode Island X X 
South Carolina X 
South Dakota X X 
Tennessee X 
Texas X 
Utah X 
Vermont X X 
Vlr lnla X X 
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State 

Washington 
West Virginia 
Wisconsin 
W:z:omi~ 
Total 

,. 

State Laws Affecting Mental Health Benefits 
Compared With the Federal Mental Health 
Parity Act 

7 

No law More llmlted than Meets federal Exceeds federal Fu ll parit y" 
federal law' law• law' 

X 
X 

X 
X 
7 9 6 29 16 

Note: State laws in effect as ol March 1 , 2000. 

. .. .: ...:.. .-~ ..... ~ -=---- --:.. - - , • " ~-:-c.tJVr~~ ~ ~ ·:r".'•..:-i. · ·-::.... .. l~·:.. .. , •V • ..... -,_ ..... _ ....... ,111. ... .. • 4 
' 

· t-lo~e, ... ~:. th11 lav.' m..y raq ... ire rr1 .. n'1ate\; 1nu1 hdl l ,1..a1t:1 '• . ,.>• ,c; . • n1;Jt,~ oi ... .... iu, n bu"11\,u 
. ~ mvefs, cir'pl~ce·I1mffs on cost~snaring (ealu?es Tor"menfaf heallh.bene11ts. 

"Law requires parity in dollar limits but not in services or cost sharing. 

'Law requires parity In dollar limits and requires parity in services or cost sharing or 
requires mandated mental health benefit$, 

"Law requires parity in all respects-dollar limits, services, and cost sharing-and also 
requires mandated mental health benefits. 

•A law that exceeds the federal law becomes effective July 2000. 

'A law that exceeds the federal law becomes effective October 2000. 

•A law more limited than the 1ederal law becomes effective July 2000. 

Source: GAO review of data compiled by Tracy Delaney, the National Conference ot State 
Legislatures' Health Policy Tracking Service. 

Page l Z CAO/T-HEHS-00-113 



THE WHITE HOUS E 

WASHINGTON 

June 7, 2000 

MEMORANDUM FOR HILLARY RODHAM CLJNTO 

FROM: HEATHER HOWARD\~ 

CC: 

SUBJECT: 

MELANNE VERVEER 
SHIRLEY SAGA WA 
LISSA MUSCA TINE 
ANN O'LEARY 

RU-486 

As you know from news reports, pro-choice groups (Planned Parenthood, ARAL, National 
Abortion Federation and the Feminist Majority Foundation) are concerned that the FDA is 
considering placing restrictions on access to RU-486 (Mifepristone). I wanted to provide you 
with some background and context: 

• M:ifepristone is used in the first seven weeks of pregnancy. It has been shown in studies to 
be effective in ending pregnancy, but a small percentage of women requi re additional 
medical treatment such as blood transfusions or surgical procedures. It has been used over 
500,000 limes in Europe over the past 12 years. 

• In 1989, the Bush Administration banned lhe importation of Mifepristone. In 1993, President 
C}jnton reversed the importation ban. In 1998 and 1999, the Administration successfully 
fought for removal of an appropriations provision that would have prohibited the FDA from 
testing, developing or approving Mifepristone. We may face a similar amendment as early 
as next week when the House considers the Agriculture appropriations bill. 

• In l 996 and again in February 2000, the FDA issued an "approvable" letter for Mifepristone, 
indicating that final approval was contjngent upon additional information about 
manufacturing practices and labeling. 

• Danco Laboratories - the company licensed for U.S. manufacture and distribution - is 
negotiating the conditions for the drug's manufacture, labeling and distribution. They cl rum 
that the FDA is considering requiring restrictions that would seriously limit access, 
including: 

• Requiring a "black box" to highlight certain warnings. According to the groups, the only 
other non-scheduled drug with such a black box is thalidomide. 

• Requiring that it only be distributed by "qualified physicians" who are trained and 
certified to distribute it, and who are trained and authorized to perf onn surgical 



V 

abortions. This would be problematic for two reasons: first, because it limits the number 
of doctors who would be able to prescribe, since there are already far too few doctors 
performing surgical abortions; second, because it would require a registry to keep track 
of who is authorized to distribute the drug, which would discour age doctors who fear 
anti-choice violence. 

• Requiring that Misoprostol, the second pill taken to induce contractions, be taken in a 
doctor's office, which would require women to make a second trip and would in 
particular limit the access of rural women. 

We do not know whether the conditions being considered by the FDA are reasonable, but we do 
know that the process is ongoing. The FDA is in negotiations with Danco, and Danco will have 
an opponunity to respond to these proposals within the next few weeks, and will be able to make 
their arguments based on the science. It is very important that the FDA's scientific approval 
process be credible; we should not interfere and politicize the issue. For this reason, we have 
had no contact with the FDA. Today's press reports are unfortunate because they politicize an 
issue that should be about the science. 

Our message should be: 

• We do not want women to face unnecessary access barriers, but we do want appropriate 
safety precautions. 

• The FDA is doing what it should be doing at this stage in the review process -- it is in 
negotiations with Danco about manufacturing and distribution issues. Danco will have an 
opportunity to be heard and present its arguments. The FDA's final decision must be based 
on the science. 

• RU-486 is an important, non-surgical option for women early in their pregnancies and will 
not result in more abortions. 



THE WHITE HOUSE 

WASHINGTON 

May 5,2000 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: 

CC: 

SUBJECT: 

HEATHER HOWARD 
ANN O'LEARY 
ERIC MORSE 

MELANNE VERVEER 
SHIRLEY SAGA WA 
LISSA MUSCA TINE 

CHILDREN'S PRODUC'i S SAFETY EVENT 

We are proposing an event, tentatively scheduled for May 12 in the Roosevelt Room, for you to 
announce proposals to improve the safety of consumer products, especially children's products. 

A USA Today investigation recently found that at least 17 manufacturers of children's toys failed 
to warn the government or the toy owners of complaints about the safety of their products. 
According to USA Today, "an analysis of government documents shows that problems with 75% 
of the most dangerous children's products recalled during the past three years were not reported 
to the government until the Consumer Product Safety Commission, often alerted by consumers, 
got involved." For example, the Commission recently announced a $400,000 penalty against 
Hasbro, which waited until it had 12 reports of handles unlatching on infant carriers (resulting in 
seven skull fractures) before telling the Commission about the problem. 

The Commission needs tougher penalties to deter companies from withholding complaints about 
their products. Currently, the Commission's penalty authority includes 1) civil penalties, which 
are capped at $1.6 million (the total fine is $7,000 per product, multiplied by the number of 
products sold, up to $1.6 million), and 2) criminal misdemeanor penalties, including 
imprisonment of up to one year and fines capped at $50,000. 

The civil penalties are adjusted for inflation every five years, and were last adjusted in 1999. 
Even so, the cap is absurdly low. It is triggered when the number of products sold exceeds 228; 
the majority of cases the Commission handles involve, at a minimum, thousands of products 
sold. Under the c riminal provisions of the statute, the Commission may charge anyone who 
"knowingly and willfully" violates the law, including the reporting requirements, "after having 
received notice of noncompliance." Thus, in effect, the criminal provisions only apply on a 
second offense. Given the high standard of the statute (knowledge of the law and willful 
violation), the Commission argues that the second offense requirement is unnecessary and 
hampers their abi lity to enforce the statute and protect consumer safety. 



An additionaJ problem is that, under current law. a company with a defective product that is 
being recalled has the right to select the remedy (repair, replacement, or refund), even if that 
remedy does not provide the most protection to consumers. Recently, General Electric came 
under fire for offering rebates for new GE dishwashers, ralher than offering to fix the defective 
ones. 

Proposals 
First, you would highlight proposed legislation to strengthen the penalty authority of the 
Commission. (This legislation would be announced through a Presidential statement.) Increased 
penalties would provide obvious incentives for companies to avoid manufacturing defective 
products, as well as to come forward earlier when problems are detected, thus preventing hann to 
consumers. Tougher penalties would also generate more news coverage of Commission actions, 
which is important to making consumers aware of dangerous products. The legislation would: 1) 
lift the overall cap on civil penalties; 2) make criminal violations a felony and remove the second 
offense ccqu11ement; and 3) provide P~C the authoncy LO selecl lhe way a <lefective µrodu\;t 
will be fixed in a product recall. -

Second, we hope to have a public-private partnership in place for announcement at the event. 
The partnership would include CPSC and different physician groups, which would commit to 
rrusing awareness among members of the need to inform CPSC (via their hotline or email) of 
potentially hazardous products. The trade groups would also commit to circulating to their 
members notices of CPSC product recalls. 

Event 
On Thursday or Friday, the President would send a letter submitting the proposed legislation to 
Congress. On Friday, you would highlight the legislative proposals and announce the public­
private partnership with Ann Brown, Chairman of the CPSC, consumer groups, and possibly a 
Member of Congress who would announce the introduction of the proposed legislation. We are 
also looking for a family that has suffered an injury from a product, the defects of which were 
not reported to CPSC. 
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1'rfflY snoor mcsnse about the ouafuv or sifecy of 
their produas: says JL o,v\d ~~-• former CPSC 
rommls5ion~ and now vice pre,ldtnt ar Consumers 
Union. '1'hat's not sonwthlna you an SZ/, ~ didn't 
know.' nut's mruumcn ttlllng you something." 

Evu y yur. mort tNn 70.000 du1drtn ue lnlurtd 
~ about 60 die from lrtjurles sulfered in cribs. fnwu 
amen and othtr non-<oy Items mad, just for kids. 
CPSCgys. 

"Whtn you'°' wklns about time wm d~erous 
products. you'"' tllkirc lbout dut:la and lrvuries.. 
~ CPSC Owmw, AM Brown. 

The a>mpa.nies ~ not only their CUStOmCrS bul 
themse!Ves at risk whell they diwdlt on rel)()ftq 
a,mpwnts. Slrn u rly 1998. rnanu.f.mlttrs o( six re: 
aUeo chiknn's products hivt iJTffll ai J>rt ttie P· 
emment dvll pe~ties ~use they watttd too hns 
or r~ re~ problems t0 CPSC. In addinon to 
H~bro. cited fer the ~kool "fold N9 tiwtt· arrier: 
► SibY's Dreim ~ In CeorsiJ ll?ffd to p,y 

S200.000 In civil ptniltitS in b nu.ry, CPSC uid the 
waited until It had eldii rq,ora of chilcftn 

~ir finprs ,~cf. cut or crushed In la 
"Genermon·oamodel 

Special report ~ =r ~ · 
lbtO"bsWmtrwalled 

In 1998. ~5 Orum Pmidm David felfei says the 
~ didn't think it was lite ori ntpOltiJ11 the in• 
juries, but settled tht rrwm m iY0id aut costS.. 
► Century Products pui ms,ooo 111'1 civil ~es 

1n 1998. CPSC sild Ctntury was U>ld ant cblld died incl 
fiYt beame trapped In Its Okla Homer Smith ab bt-
1:n It reooned the i;,robllrn. The at,s ~ realled 
In 1997. CPSC also said Century had 560 ~ oC cot-
1,psq '1'raYelJte Spoct" stroben - looudinl 29 in· 
~ - bdn repcntns. The mcllen wm l"!Cllled 
m 1997. ~ had no c:onvnerc. 

► SafetY
0 

lll ~ cMl pmalrin d $175.000 In 
1991. CPSC sakS Sirety 1st had 't1 1'V"Y mnplalna 
bein It ~ toddler bed ~ t'ill1s were 

~~-~J~=1:a~~~ 
ua ~ ·ddlaM n1 ttw it kiaw'ia-, YiolRd rT-· rwes. 
~ paid 1300.000 In civil penalties r, 1998. 
CPSC Aid k 'failed to repcrt defecti or llftuonable 
risb 111'1 ICs full-II~ meta ab dnpir! ~ 
lab test resu1ts showins the defect AJthoulh .no. In· 
jlm were ~ . the tests showtd thac a1b ~ 
Ind saoh aJUld ~ chOdrtn mes tha children 
,,..11,1 ,+ww ""' ..i~ ...... ,_ - .... --11-~ 
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► ~n~ paid Sl50.00U tn CMI ~1141UCS 
in 1998. CPsc ~ it Called 1D l'fi)()rt defects in Binl(y's 
Newborn Orthodoncic Pacifiers. Tot CDmp.111)' had six 
re~ cl oacifien separar:q f!-rrn ~ knob. cre.ltq 
a cholcl.na hazard, althoush no irvunts wert reported. 
nr padl\ers were realltd In 1996. The co~ dt ­
nitd tha It knowtrctY ~ rtl)0ltir1 rules. 

Onsalns -.,dldonl 
In the ase o(thr C0SC0 stroller. CPSC tw bttn dis­

cussq posslblt clviJ ~tits with the ampuiy f0r 
~, yen CPSC ~ h,ishtr pmaltits br ~­
rm that aft rtptlloll'tt~ md Cow>~ tD P.1Y 
tht pemment $725.000 Ill civil ~ties in 1996 , r­
ce.r mt p,trntnm sued It br fiiirll to ootify CPSC 
ma hwrdous toddler btd1. If those rqoti,tions 
fill. CPSC an tJkt tht cornpmJ a> courL 

Cosco said In I statement to USA 100\Y INt it ma­
lyzed tht product deslin mi ttsttd the strollers to 

~trouli u1- illiyiss\JI:$ 1ucuu11ta were ron'C(;\td • fttr 
It received ~ .. .:J !:"Ml c~urners and ret.ilc,~. 
The comp.ny u, de'.'tlo'P!(S a repair lclt. 

Cosco. lk>nl with Kol craft .tnd Ewnflo. tw recallrd 
m in!.ant a.r sut that doubles as I baby earner °"'r 
tht Last two yurs ~use the handles releutd ~nd 
~~ ~ to the src,und. Non, or the 1h~ reported 
compl.iint:s or lrjjurjts until they ~re ~Iced by the 
Nitic>M Highwly lrafflc Sm:ty Administmlon ind 

~ ~ ~,:·Clffitrs In Dtcmi>et Kol­
mrt had 3,000 rtpOfts of handle ~ems with -42 
injuries. imud!na a skull fractUre l.nd ~ions, 
Cf>SC gys. The qmcy says Cosa, hid 151 CDmDLaints 
the hmSles meised, lc.tina IC 29 lnjurin . induding 
skull h::nu'es. Ind E~ mew or 176 carricn with 
hmdles that relwccl. resultin& in 89 irvuries. 

Evenfio spomnwt Brim BIOorn says the cornpil1Y 
made ~ ~ and lmplffllr~d an ·~g-

.. 
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a,T--UM -\' 
on tJw loolcouc CPSC Chlinran Ann :-mwn. dimtc,-. ot rrcaJls Marc Schoc,n, lrft, mi hb brother AJAn, di­
rector of complW1Cc.1mld kVet1' of the products tl\At tht •tncy ciscoYercd on Its own wm WIM.fr, 

gresm."t" q~ity-JS. sur•nce procr•m after the "'Clll. 
Th! comp,1ny •tJl-es Heh rttall very SPriotHlv ~e 
the g~ of our cusromtrs and their l'ami.Rn ls <XN' 
top pooruy,• Bloom~-

CO$CO bl.arned most or the carrier I~ on misuse 
and S.lys ftdml tests for handles wm nDl approvtd 
until after tht carrttr went on sale. 

Kolmft Cienml c~ El'lttn Lvsa\llht Sild the 
hmd~rmted comp&.lnu lr ~ In d1t ra1I cl 1997 -
whm ~ asSctd b tnamMion - did net SUS· 
JrSl a rec.ill WiS nttded. AJona with lfiury ~ 
JOfflf ct tht handle complaJnts r!llt!d to non-uftry 
Issues, such IS cob' and Jffl. 

A.m;yruld7 

"I don't think rhere', any excuse tr a company 
knows somethi~ Is causlnJ hlrm to a child to not lcr 
CPSC know to hdp act the word Ot.( to parents," says 

Ka~n Slltttwl. mtstiM orofessor d pediatria at 
Northwestm1 Uriversity Medial SChool 
~rs who rtpreseflt jtMni.lf-product m nu­

~urers blamt crsc rqttt.l.ions and methods for 
ffllf1Y of the dt1'y problems: 

► Peter Wlnilc. an momey with L.tttl.m • ~kins 
who ~ Cosco~ orhtt manufxtum1, uys 
CPSC's reporti,w f!QuimnerrJ m va,utty wrtntn. 
muins k usy 10 1H how companio mist,t not think 
thty nftd to rtpOl't I ha.urd. 

"The ~JW!ions leaw plenty o( IT1Y ll"tll br all di(­
itrrnt lnterptttadons," Winik '¥ "In Ml awful lex of 
asn. the nwer Isn't c~ I suspect CPSC lllcrs the 
reo Just the Wl'J they .-e.· 

But Alan Schoem. CPSC's dittaor of mmplwn. 
uys tht ~ •re -pmiy dear: ~ that com­
panies simply rnrtt not to~- He s,ys chm Is ·no 
TNJic numt,e(' ofqwies or rompwntj that tUQtStS 
~ a ~ should notify O>sc. But tht a,ency 
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l iYeS companies from 2.C hours to 10 ~ ID In· 
vestlprc oomplilnts ind dtddt If I product bun 
rather mm misuse. led to the~ Ht WJtS 
~ ~ • thM Is unsure d Its reoortinl responsi­
bility ro aD CPSC -~ If l"IKUSIJ'Y - to 
re< 1 reldl~ of the ,ceOC\"s posftion. 
► Fonner CPSC geooaf CXJUnSd Jthv Bromme. 

rON I dtfense ~ with Amola • Porter, says 
CPSCs zell In ~as •-..,...; .... childml an atch some . ~l\md. ........... .. 
~ pmdua hu tftn ~ In I chJld's 
df am or In a horrt>lc iJlUry to • child. ~ std' is like­
ly to m0Yt hewtn ind ~rth to 1ft I m:aJl." h! l0ld I 
chil,d.sa~ a>nftrence recently. 

Frederick Lodcer. lepl counsel to tht JuwnDe Prod· 
ucn Manut.cturm AsJOdltion and the Toy Manu. 
f;;aurv:. ~ ~s CPSC sets our to lina • de 
·.:t - md nurly aJwiys lt>eS - w'tleo ic is 
invtstiptlna consumer compwnn. 

· tt has to haYe chillin& dect" on ~s across 
the board.~ says_. 'They want to fflCOlnlt! J)eO• 
pie to repon insilnificant or minor probltms. bur 
~ . think they'll all Wind up beins treat,d the 
same: ~ .as those with ~ly problems. 
► Michael Brown, I forTMr CPSC se~ril counstl, 

now a ~nse ~ with Brown I Frttsron. says 
some firms complolfn Jt's di!k:ult to ~diet how con­
summ mllht mlswe a product md don't think chty 
should be librned for consumers' mlsulces. 

For inrunce. the ~ndles on the combination car 
se1t-ln~ arrim were unlocking when pt0ple 
propped them ,plnst their hips. crsc s.ays. 

Thf com111nies considered It improper use of w lr 
products. But CPSC s~ rhe manufacturers should 

have known people would do thlt. The •aency consid­
ered the loci: failure In th~ position • defect. 

·siy you m.1ke 3 million of somethina. and (our 
people complain. Does t~t mean tht destan of rht! 
whole product is wrona7" asks Brown. 'The govern­
ment's •nswer is you should always come Ulk to us, 
but most of tht! time it's just , rusromer-s.ttls~lon 
Issue: 

Alexia \Neber dlQ,rm.. 
Whtn she alled COSCO ~ the strotler that col-

1.ipsed with her chlldrtn In It the CDIT\p.ll\Y told htr 
thm ~ no<hq wnq with It. But when sht rt­
turned ~ stroller to the St0rl, il wm\'t be~ sold 
there il1YfTIOtt b«Juse manaatmenc deddcd 1t WlS 
unsafe - Mn ttnJsh Ir ~n'l yet been~ 

·1c·s sary ~ l)Ments can hlvt kids that haw beffl 
lqjurfd ,tter the company knew It was I problem, but 
dtcided, it's so rare.'· ~ Weber. "It's sc.vy r}Y( 
camp,~ an set &wa'j with k. • 
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Web sites offer data 
on products' safety 

EYffl the mall dJUsM ~ would hM trouble 
bepq up with me dildrtl'l's PtOduct realls an­
~ ym. ~ acme best bets lbr ~ 

► www.cpsc.p: Includes aD the recills of lnwx 
~"\i:! ;!-.!'..:.._; • .,....;~. tri)"S. ;..,__;..,.:.; Pf'OO,M) eiiu 
~ consumer itfflts .announced since 1~-;-: , P..:::!!; 
t111 be lathed by rwne of product. compMiy a­
pn:dua ~ 'al an mo l1IT1 up to be on CPSC1 
mailinl llst to Jet rtall notices fDed or malld. CJISC's 
hotline an be ruc:hed u 800-638-.lm. 

• www.nha,,1ov; Has everything you need ro 
. k;now about chikf smty seats. 'mu can search me N~­
norw Hlah~ ltalflc Saty Administmion's ~ b 
site for reaJ1s. comol.lints and invtstig.tioru rr_J.ited to 
any brtnd or model of child seat (CPSC"s sltr tw only 
ch11d SHts tNt doubk as infwarriers.)Aho includes 
tfps on proper use or child s.afm, sears. lnfonn.tion 
can mo be obr.alned by c~g 800--424-9393. 

► www~donvillate.com: Allows consumers 
to reJister aU their producu in exdwtge br real! up. 
dites ~h e-nwl or lt!ntrs. Consumers ilso can 
search !or lustorial fKill d1a on my new purchases 
they mike. 

► www.~ncsoup.com: Ofers a ·consumtr Re• 
tom·_board In the ·Around the Houst" center. which 
~ desll!\fd ~ pirenu who ~ found products they 
Clll't livt Without" ind ones they "want e\'tNnNI to 

,void.· . · ~"""'· 

► www.momsonllne.com: Olt!dc ·Product W,tch" 
board in the! ·Homespac:e" are,1 k>r information on rt­
alls Uld other lni:JrTr\ation moms w,m to shire mx 
thtlr childr?n's pn,ducn. 

8y ~ O'Oonnd 

.. 
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Millions of weed trimmer heads 
recalled for dangerous chain flaw . 
~O'DonncD 

•

• c:herty ~ "The public Is iilt pen1 
~-~ b-~ dqerous prod­

- ucts. 
About 15 mlfflon ~ed trimmer · A USA TODAY an•lysis wt 
~ Me =1ln ~ tod-1Y be- ~ month ffiOMd tNt 75% or the -w•tl...- .... ,::..u-t.-anfly . , """u .. , .. ~ .. ..,,.. ..• _,.,u -•-4·c· 
~~ Sp~ .. (.~ utJu;1240miics .tt ,J;~' " · • prob!~ UIZ led to rcalh ~r 
hour a• ◄rvc:: or ldD pe.oDle. '----- --- - ..J were wlumn1y reported ID the 

A 3-~N-Old lirl wu killed md peemmcm. That percentigc ls be-
40 othm hr.le 6ttn lnjuttd when Weed WIUl'd: Cll.aln finks have 8eYtd 10 a1)1)1y to ail l)l'Oducts. 
they INCl1! hit by the flying metal become deadly projectiles. The Wttd WiL1f'd bel~ rK.llrd 
from Weed Wiurd trimmer heads has a mecal ctwn trlrnmtr ~d 
With mew chains. . ed t~ the lndd~nts wouldn't~ that rep~ me string trimmer 

In August 1997. Pcytorl Pydew- occurred if the produa ti.ad bttn head on ps..powe™' mmmers. 
la of Oothan. Ala.. was pl.lyina ~ according Ix> lnstruetlons. The ~d Wlurdl with metal I 
when she was hit In the skull by • Thett wm at ~~ 12 ~ dlilns wm sold from ~ 1987 I 
metal link as her grandfather was accidfflcs btfore the de~th. mrd- tluoulh April of this yeu bi $19 to , 
trimming wetds 35 feet ~ - ing to family ffl'Omey S•m Cherry S25. 'the re~rnent chain kits 

"The~ link bea>mes a dtad- of Cochran. Chmy, Clvffls and ~ soJd from JMluary 1992 
ly piece d shrapn@L • Conswner Smith. Most of tt,ose lllfurie.s were through ~ oC tt.s year br S8. 
Prodoct ~ Commlsslon Chm- flesh wounds. l'PN'ln-,l,l'I They were sold In stores and on lY. 
man Ann Brown s~. The~ ne\'er ~ the Coosumen sh>uld stop win1 the 

Weed Wlurd Acquisition or death or ~ to the ~. · Weed Wiurds with ~ dwns 
. Br.ldley, ~ whkh ~ the which is invesdzadng wtiemer imrnedl.ittly mt cmtact the finn 

product iftrr the child's dtath. ~t- Weed Wlllfd Acquisitlon should to obulri fttt plastic ~plactment 
~ a Llwsult by her !'m11ly b' tlct civil ptnaitlcs. blides and ~ Instructions. 
$7.35 mllllon last yur. ·tt's i cas, that mustrms what For iii frtt ~nt kit. c~ 

Spokl!mw\ l<evin McCrarh says · can~ w~n a com~ is not Wttd Wlwd it 888-810-7536 or 
;m englneertn& mnsultJnt conclud- reponlng ttidr aa::idtnt histories.• ctlK'k wwwwccdwiZiilrd.com. 

.. .. 
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GE Faces Lawsuits on Dishwasher-Recall Plan 
By MATT MltlRAY 

SroJJ Rl'parter of Tm.: WAJ..1.. STnt:rr J ot.•RNAI. 
General Electric Co. Is coming under In· 

creasing heat for a dishwasher-recall plan. 
,,.-:- .... ..,~,,_, Yrtrk rt1t,.•·-n•!orne!' ~:,~r:1.­

Eliot Spitz.er, said he formaJ1;._;-~t1fiPd m; 
hP intends to file within days a lawsuit over 
Its October recall of 3.1 mll!iC1n dishwash­
ers containing a defective energy switch 
that could spnrk fires. In a statement, Mr. 
Spitzer said GE "deceived ronsumers in 
'.'{ew York and across thr c-,uniry so ther 
could sell more dlshw:ishers." 

Terry Dunn. a spokesman at GE Appli­
a:lcl'S, Louisville, Ky .• called tht action 
"gr<1nd.standl11g." Pointing out that the re­
bate program was Implemented In con· 
1unc11on with the federal Consumer Prod· 
ucts SJfety Commlss!Qn, he sJ1d. "This 
t,,s bN:n. Is :ind will ronllnue t.) be about 
consumer safety and removmg these haz.­
ards from the consumer marketplace. We 
are worl;ing very hard to conwunlcate ef· 
fect1vely with and to satisfy nil our con• 
sumers dunng this recall." 

Separately. a lawsuit accusing GE of at· 
tempUng "to turn the CPSC procedures 
into a marketing program for the sale or 
new GE dishwashers" and seel,:lng class· 
action status was filed yesterday ln U.S. 
District Court ln St. Petersburt, F1a. An 
earl!Pr suit filed In Florida state coui:t ac· 

cuses GE of lntentlonally concealing the 
deslC"D defect In its dishwashers from the 
late 1980s unUI It notified the commission 
in November 199S. 

er: hil.s de:11..>d those allcg.itlc:1r n· ! 
the commission :::ild ;-.::;• •"t\ai' thnt It is In 
vestlgatlng whether GE should have re­
po11ed U1e problem sooner. 

The recall concerns GE and Hotpolnt 
brand dlshwushcrs made rrom April l!l83 to 
January 19S9. GE and the commission said 
50 fires caused by a defective energy 
switch on the dishwashers had been re­
ported. seven spread beyond the machmes 
themselves. No Injuries were reported. 

The big question ls how practical it is to 
repair the machines. GE offered individual 
owners rebates of S75 to Sl25 toward new 
GE replacements. or $25 toward a non-GE 
dish•vasher. But it refused to pay for re­
pairing them. citing the costs and the age 
of the appliances, and warns on its Web 
site, ·· rr you choose to repair 11 Independent 
or GE. you do so at your own cost and risk." 

Yesterday, Mr. Dunn went further. In­
sisting that the appliance cannot be re­
paired. but can only be altered to deacti· 
vate the S\\itch. thus denying users a 
choice between heated drying and air dry­
ing of dishes. "There ~ no fix." he said. 
"You can d.lsable the feature. but you can· 
not repair It to Its original condition ... The 

cost of such an action, Mr. Dunn said. ls Si~ 
to Sl OO, but "It makes no economic sense 
ror the consumer to spend this money to 
make an old dishwasher that's past its use· 
Cui uh,1,v. · Ju ., .. ,ma11,111,. "'" d \ crag,: 
dishwasher lasts nine to 11 years. 

At the same lime, GE has offered some 
big-volume customers, such as ap:irtrnent 
managers, 1nstrurtlons and tools to correct 
the problems on "x1sting dishwashers "ii 
they have a financial hardsli,o. · ?,Ir. Dunn 
said. "They can do thlS becau~~ rhey hm•e 
qunlHled service techmc:ans to s~1-!y do 
1hi: ... GE also offers sud1 r~1.omers re­
bates nn replacements, which run h om 
S200 to s:,oo a unit. 

GE had a choice under the law to offer a 
recall. a rebate or repairs, s:i :d Alan 
Schoem, director or comphance at the 
CPSC. He said the agency h,1d ur;;etl GE LO 
orrer repairs to individual consumers but 
"they flat out refused.·• 

Moreover. he said: "They might he spllt­
nng hairs or playmg a semanti. garr..- when 
they talk about a repair. The haz.ard can be 
repaired Crom the dishwasher by rewiring 
the switch.·• He conceded that doing so 
wouldn't pennlt users to choose between 
heat drying and air drying their dishes. 

He also said that slnce the recall was 
announced, the • commission has gotten 
"many more complaints than we would 
nonnally get about a recall program." 

GE sa.ld It has received mostly pos1tiye 
responses. 
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Hasbro Pays $400,000 Civil Penalty for Delay in Reporting Infant 
Carrier Defect 

~wAS"riiNGHJ.N, !J.C. -The ,().S. Consumer"?roduct Safety Conunissiuu (CPSC) unnou11Ccu cvuay lnaL 

Hasbro Inc., of Pawtucl<;f, R.l., paid a $400,000 civil penalty to settle allegations that it violated the 
Consumer Product Safety Act by failing to timely report defects with its "PLAYSKOOL baby FOLD 'N 
TRAVEL" infanfcm-rrers.Playskool Baby is a division of Hasbro. 

CPSC alleges that Hasbro failed to report in a timely manner that the carrier 's handle Jocking mechanism 
could fail, causing the seat to flip forward and infants to fall to the ground. Hasbro received nine injury 
reports, including seven serious head injuries, before it reported to CPSC. In agreeing to settle this matter, 
Hasbro denies that the product contained a defect and that Hasbro violated any law. 

About 38,500 of these carriers were sold nationwide from 1991 to June 1993 for approximately $35. The 
infant carrier has a sleeping, sitting and rocking position and a handle for carrying baby out and about. 
Each carrier has the words "PLA YSKOOL baby FOLD'N TRAVEL'' on a label where the handle connects 
to the seat. 

Hasbro recal led the "PLA YSKOOL baby FOLD'N TRAVEL" carriers in 1996. Consumers still can 
participate in the recall by calling Hasbro tol1-free at (800) 752-9755 anytime to receive a ful) $35 refund. 
The U.S. Consumer Product Safety Commission protects the public from the unreasonable risk of injury or death from l 5,000 
types of consumer products under the agency's jurisdiction. To report a dangerous product or a product-related injury, you can 
go to CPSC's fonns pagcand use the first on-line form on that page. Or, you can call CPSC's hotline at (800) 638-2n2 or 
CPSC's teletypewriter at (800) 638-8270, or send the information to jnfo@cpsc.gov. To order a press release through 
fax-on-demand, calJ (301) 504~005 l from the handset of your fax machine and enter the release number. Consumers can obtain 
this release and recall information from CPSC's web site atwww.cpsc.gov or by calling the hotline or sending your request to 
jnfo@cpsc.gov. You can also subscribe to CPSC'semail sub~crjp1jon list which normally sends all press releases the day they 
are issued. 

4/12/2000 6:0 I PM 



THE WHITE HOUSE 

WASHINGTON 

May 10, 2000 

1"1E MORANDUM FOR HILLARY RODHAM CLINTON 

FROM: ANN O'LEARY 

CC: MELANNEVERVEER 
SHIRLEY SAGA WA 

ISSA MUSCATINE 

S UBJECT: BA KRUPTCY BILL 

- --bvan~~r. th~Lyo11 ~:\w this Ti,.,e M:lV7inP article i:egarding thP ha,nkruptcy hill Tt 

makes a powerful case that this bill ~)Uld place an undue burden 011 kw and middle-income 
bankruptcy filers who have been impacted by difficult life circumstances from job loss to serious 
illness to divorce. It argues that the bankruptcy reform agenda bas been overtaken by campajgn 
contributions from the credit card and banking industry which has prohibited most of the pro­
consumer reforms advocated by the Administration and the consumer groups . 

Today, Maria Echaveste with Gene Sperling conducted a conference call wilh a coalition of civil 
rights advocates who were making the point that this article is helping to slow-down movement 
on the bankruptcy reform bill. The group included Wade Henderson, Professor Elizabeth 
Warren from Harvard, and Senator Howard Metzenbaum among others. They made the point 
that we are at a critical juncture in the bankruptcy reform debate. The shadow conferees (an 
informal self-appointed Senate and House conference committee) are expected to come out with 
thei r proposal early next week and the Administration has yet to send a position letter to the Hill. 
The group recommended that we up the ante on our rhetoric and highlight the impact this bill 
will have on women, famil ies, and low to middle-income homeowners. They also suggested that 
the President use the bully pulpit to closely link this bill to the need for campaign finance reform 
(as suggested in the Time article). 

Gene Sperling made the point that our letter will be strong on our continued call for a veto on a 
final bill that is close to the House version of the bill. It will outline our substantive concerns 
from the homestead exemption to arbitrary means testing. In the end, however, we will 
recommend that the President sign a final bill that is c lose to the Senate version of the bill and 
we will not put him in a position of vetoing a bill with a certain veto override. Gene did offer, 
however, to increase the rhetoric and we will work with him to do so before the letter is sent to 
the Hill. Attached please find the latest version of the letter (without the turned-up rhetoric). 

Please let me know if you agree with th is strategy or if you would like to weigh in on any 
suggested changes to the attached letter before it goes to the Hill. 

Thank you. 



May 5, 2000 

MEMORANDUM FOR THE PRESIDENT 

CC: JOHN PODESTA 

FROM: GE1'"E B. SPERLING 
SARAH ROSE W ARTELL 

RE: BANKRUPTCY LEGISLATION 

ISSUE PRESENTED: -
The IBC Bankruptcy Working Group has prepared a letter to the Congress setting forth our 
detailed views on the House and Senate bankruptcy reform bills. Both of these bills passed by 
overwhelming margins, despite our threat to veto the House bill and the important reservations 
we expressed about the Senate bill. Consumer groups continue to oppose these bills. Many 
major editorial pages have been critical of both bills, although most are more favorable toward 
the Senate bill. We expect some will oppose the final product. The letter to Congress would 
reiterate our previous statements: It again threatens to veto the House bill and says that the 
Senate bill better meets your principles, although we have some serious concerns. Despite the 
lengthy criticism oflhe bills' provisions, the letter effectively signals that you are likely to sign 
the final legislation unless it contains the most noxious House provisions or drops most of the 
consumer and debtor protections achieved by Senate Democrats. We seek your reaction to this 
strategy before the letter is sent. 

VIE,vs OF YOUR ADVISORS: 

All of your advisors support balanced bankruptcy reform. All believe that the final bill will do 
some good by encouraging personal responsibility and lowering credit card interest rates that are 
inflated because some debtors are too ready to use and even abuse Chapter 7's bankruptcy 
discharge. All of your advisors also agree that, due to an expensive lobbying effort by the credit 
card industry, the final bill will lack the balance we sought and will not demand similar 
responsibility from the credit card industry. 

An important issue is whether or not the new rules, determining who should be required to go 
into Chapter 13 (which requires repayment of what a formula says you can repay), are flexible 
enough to deal with specific cases of hardship in unusual circumstances. The provisions we have 
pushed for - ultimately allowing the bankruptcy trustees and courts greater discretion - have 
been largely rejected. We have made reasonable progress in the bill in other areas; for example, 
the bill protects child support and alimony from competition from credit card debt in many cases 
and includes a safe harbor from the means test for below-median-income debtors. 



Assuming that the final bill that comes to your desk is close to the Senate bill, all of your 
advisors agree that you should sign it, although for somewhat different reasons.-Jack Lew, 
Chuck Brain, and Gene Sperling believe that, whi le the final bill may be on the whole a net 
minus, it is a relatively close call, and not worth the political downside of a veto override. Larry 
Summers believes that a final bill relatively close to the Senate bill is a net plus and should be 
signed on the merits. Bankruptcy reform, Lany argues, wi11 have an impact similar to that of 
open trade: a few visible cases of hardship, but a larger less visible benefit oflower interest rates 
for credit card borrowers. 

All of us feel that, while it is unfortunate that we do not have a more balanced bill, if the final 
bill stays relatively close to the Senate bill, it would be better to sign the bill with some 
reservations than to risk a veto override. For you to have any chance of sustaining a veto, or 
even to make a strong public statement through an override, we would need to launch a high 
profile battle against a "paid-for" bankruptcy bill - a battle that would indirectly put us at odds 
with friends like Senators Daschle and Torricelli, and allow others to say we were walking away 
from our iT1dividu;il rPsponc::ihjlity n,P<:<;~~,. • 

BACKGROU D: 

Last May, the House bill passed by a veto-proof margin of313 to 108. A Democratic substitute 
that we crafted with Congressman Nadler received only 149 votes and had no effect on our effort 
to give enough Democrats cover to help us achieve a veto-sustaining margin. Key House 
Democratic leaders, including Representatives Martin Frost, Bob Menendez, and Patrick 
Kennedy supported the underlying bill and opposed the Nadler subst itute. Minority Leader 
Gephardt opposed the bill, although he announced his position well after other Members' 
positions in support had settled. When we talked to Senate Democrats, we found few were 
interested in our substantive concerns and many were eager to see a refonn bill enacted. Some 
were willing to press for changes and modest improvements were achieved as a result. But few 
Senate Democrats were willing to oppose the legislation despite its imbalances. As a result, an 
improved but flawed bill passed the Senate by a vote of 83-14. Democrats opposing the bill on 
bankruptcy grounds were Senators Kennedy, Wellstone, Dodd, Feingold, Harkin, Reed, 
Sarbanes, Schwner, Lautenberg, and Moynihan. (A few of the 14 opposed the bill for other 
reasons.) 

Although a formal conference committee has not been named, Congress is now working to 
reconcile the House and Senate bills. Republican and Democrat ic leadership expect to attach the 
bankruptcy provisions to a conference report on other legislation (perhaps Digital Signatures or 
Crop Insurance) in order to avoid procedural roadblocks placed by Senators Wellstone and 
Kennedy in trying to force another Senate vote on a two-year minimum wage increase. 

The NEC working group drafted a letter to the informal conferees setting forth the 
Administration's detailed views on various provisions of both bills. It reiterates your senior 
advisors ' veto threat that we issued on the House version of the legislation last May. 
It describes the Senate bill as more balanced and doing a better job of meeting your principles, 
although it details serious concerns we have about some of the Senate bill's provisions. 
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In a few cases, the letter explains that the House language is actually better than the Senate 
approach. (The letter also reiterates the veto threat on a bill including the minimum wage, tax, 
and school voucher amendments that were attached to the bill by the Senate, but we expect those 
non-relevant provisions to be dropped.) (Copy of cover letter at Appendix A.) 

Your senior advisors believe that the relatively muted tone of this letter signals that you are 
likely to sign the final legislation, albeit with reservations. The details in the letter provide 
helpful guidance to the Democratic negotiators attempting to improve the b ill in conference. 
Unless we significantly raise the level of our rhetoric now, your advisors will likely recommend 
that you sign the final bill, unless it drops the most visible improvement achieved by Senate 
Democrats or includes the most noxious aspects of the House bill. 

Appendix B is a more detailed summary of some of our substantive concerns with the House and 
Senate Bills. 

DECISION: 

Proceed with Letter Let's Discuss - ---- ------
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The Honorable Orrin G. Hatch 
Chairman 
Committee on the Judiciary 
United States Senate 
Washington, D.C. 20510 

Dear Chainnan Hatch: 

APPENDIX A 
[Date) 

The Administration understands that, although conferees have not yet been named, your 
staff are discussing ways to reconcile the House and Senate versions of H.R. 833, the Bankruptcy 
Reform Act. The attachment to this letter outlines the Administration's views on these two 
versions of the bill. As you and your staff develop an agreement on this bill, your consideration 
of these vi,,ws wou!cJ be apprrci~t,-rf 

The President supports balanced consumer bankruptcy refonn that would encourage 
responsibility and reduce abuses of the bankruptcy system on the part of debtors and creditors 
alike. To meel the test of balance, the bill that emerges from conference should be consislent 
wilh Lhe key principles set fotth by the President, as described in the enclosur e. The President 
was disappointed that the House once again failed to produce balanced bankruptcy legislation 
that he could support. As we stated when H.R. 833 came to the House floor last spring, the 
President' s senior advisors would recommend that he veto the House bill if it were presented to 
him._ The bankruptcy provisions of the Senate bill generally do a better job of meeting the 
President's principles, although the Administration has serious concerns about some provisions. 

The Administration notes that certain non-relevant amendments have been included in 
the Senate version of the bill. The President has made clear on a number of occasions that he 
strongly supports an increase in the minimum wage of Sl over the next two years. However, as 
the Administration has stated previously, if Congress sends him a bill delaying the increase, 
repealing overtime protections for certain workers, adding costly and unnecessary tax cuts thal 
threaten fiscal d iscipline and direct benefits away from working families, thwarting ongoing 
efforts to enforce pension law, and including an objectionable private school voucher p rovision, 
he will veto il. 

Thank you for your consideration of the Administration 's views on these bills. We 
would be happy to discuss any of these concerns with you or your staff. 

Sincerely, 

Jacob J. Lew 
Enclosure 

Identical letters sent to The Honorable Patrick J. Leahy, 
The Honorable Henry J. Hyde, and The Honorable John Conyers, Jr. 
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APPENDIX B 

SUBSTANTIVE CONCERNS WITH THE HOUSE A D SENATE BILLS 

Homestead Exemption: The Senate bill includes a $100,000 cap on the amount of home equity 
that states can allow debtors to shield from their creditors. The House bill has a cap of 
$250,000, but allows a state to opt-out, effectively eviscerating the cap. We have argued that it 
is fundamentally unfair to ask moderate-income debtors to repay what they can, while wealthy 
debtors can shield their resources in expensive homes. Most expect that the Senate cap will be 
dropped in conference, although rhetoric on this issue has the greatest potential to embarrass bill 
proponents. 

Credit Card Protections: Although the provisions in both bills are weak, the Senate is 
somewhat stronger, providing new disclosures on teaser rates and the impact of making only the 
minimum payment on the length of time one will be repaying debt. Senate Democrats, including 
!.he leading Demorratir bill propcm~ot SP.n~tor T0':P('Plli , 5~~, thpy ,.,~11 n!';-ose :\ rl"\f"'fPr0 !1ce 
report that further weakens lill-:.e provisions, so the Senate provisions are likely to survive .. ita:~. 

Means Test for C hapter 7 Discharge: Both bills use IRS tax collection guidelines to establish 
tests to detennine whether a debtor has the capacity to repay a portion of their debt under a 
Chapter 13 repayment plan. If so, filing for a Chapter 7 discharge is deemed abuse. The House 
test is very rigid; the Senate bill has a bit more flexibi lity. We have argued unsuccessfully that 
various changes are needed to build more discretion into the system to detennine whether, in the 
debtor's individual circumstances, they really have the capacity to repay (like the IRS has when 
it used the guidelines for tax collection). We also sought less stringent thresholds and various 
technical changes to prevent unfairness in the application of the test. Some provisions from each 
bill are better, but neither bill would address our fundamental concern. We expect a compromise 
with some of the better and worse features of each. 

Protection of Child Support and AJimony: In the last Congress, the First Lady wrote of her 
concern with provisions that made additional credit card debt nondischargeable in bankruptcy, 
thus leaving it to compete with higher societal priorities that also are nondiscbargeable -
especially payment of child support and alimony. In response, the bill's proponents added 
numerous provisions to clarify that child support and alimony are the highest priority. We 
believe that these provisions will work in many cases to improve the payment of child support 
and alimony in bankruptcy; however, in a small portion of cases after bankruptcy discharge, 
where there is no court supervision of child support and alimony payments or wage garnishment, 
these credit card debts could crowd out child support or alimony. Our argument is very 
technical; rhetorically, they have neutralized our criticism. 

Debtor Protections Against Coercion: During bankruptcy, too many debtors are misled or 
tricked into agreeing to repay debts that they cannot afford and have a legal right to discharge. 
The Senate bill contains provisions that make it significantly more difficult to mislead or 
deceive debtors who cannot afford to reaffirm their debts, although the provisions could be 
significantly improved to strengthen the hand of debtors seeking remedies when the bill' s 
requirements are not observed. (Certain consumer groups actuaBy oppose the stronger 
Senate provisions, even though they would prevent many more abusive reaffirmations, 
because they also may provide creditors with new legal arguments in defending litigation.) 
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The House bill has far weaker provisions and, most notably, a ban on class actions when seeking 
remedy for abuse of these requirements. We expect the class action ban to be dropped and the 
Senate provisions to be retained largely intact, but without the desired improvements. If the 
class action ban is retained, newfound opposition to the bill may arise. 

Clinic Violence: Recently, anti-abortion protesters have used personal bankruptcy to avoid 
penalties for violence against family planning clinics, some even strategically sending protestors 
who are judgment proof. Senator Schumer offered an amendment in the Senate that would make 
court-ordered and other debts resulting from such violence nondischargeable. We strongly 
supported the amendment. The Vice President was present in the Senate Chamber when they 
voted on the amendment to break a tie, if needed. To avoid embarrassment, Republicans urged 
their members to vote for the amendment and it passed by a vote of 80-17. The House has no 
comparable provision. In conference, they are expected to modify the amendment so that it 
covers debts from acts of violence generally, so they can avoid special protection for clinic 
violence debts. There may be technical flaws in their drafting of the broader amendment, so it 
»Im ~ot protect '.\!l clinic-relz!~d rlr,btc; Abortion right<' g"<'";'c :> r P t'f't. c:1,1rP ,.,!:-pf},,~r tliP,y W;ll"t t,-. 

fix thes~{1aws, preferring to have the issue. If thc Republicans drop the provision, Senate .. 
Democrats will likely rally; but if they simply broaden it to cover other violence, those eager to 
vote for the bill will likely concur. 

Pension Benefit Protections: The Senate bill also included a provision that would allow debtors 
to waive in advance bankruptcy protect ions for ccrtajn retirement assets (IRAs and non-ERISA 
plans). Senator Grassley had earlier offered a provision that would have capped the pension 
assets that debtors could shield from creditors in bankruptcy, but facing labor opposition to that 
he instead opted for this. We fear that those oflimited means and sophistication could be 
compelled (perhaps in the boilerplate of a credit card or loan application) to waive protections 
for the retirement assets. As awareness of this provision has grown, it has provoked a firestonn. 
We expect it to be modified or eliminated. 
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June 23, 2000 

MEMORANDUM FOR HILLARY RODHAM CLINTON 

FROM: ANN O'LEARY ~.fr{.. 
HEATHER HOWARD ~ 
ERJCMORSE~ 

CC: 

SUBJECT: 

MELANNE VERVEER 
SHIRLEY SAGAWA 
LISSA MUSCATINE 
PATTI SOLIS DOYLE 

ISSUES UPDATE 

The purpose of this memo is to provide you with brief updates on a number of national issues in 
which you have been involved or expressed interest. 

LEGISLATIVE AND ISSUES UPDATE 

Youth 

• Media and Entertainment Industry Web Site for Parents: The media and 
entertainment industry recently announced that they had created a one-stop web site for parents 
who wish to find information about the various media rating systems and parental advisory 
guidelines. The idea for the web site grew out of the White House Conference on Teenagers 
and, at the conference, you announced the commitment by the media and entertainment industry 
to develop such a web site. The web site, called the Parental Media Guide, can be found at 
www.parentalguide.org. It was jointly developed and produced by the Motion Picture 
Association of America, the National Cable Television Association, the National Association of 
Broadcasters, the Recording Industry Association of America, and the Interactive Digital 
Software Association. On the day the web site was released, the President issued a supportive 
statement (see attached) and is sending thank you notes to the industry leaders on behalf of both 
of you. -

• Youth Risk Behavior Survey: The Centers for Disease Control and Prevention (CDC) 
recently released the 1999 Youth Risk Behavior Surveillance System Report showing improved 
behavior among high school students in risk-related activities. The report showed that since 
1991 there has been a decreasing trend among adolescents who: (1) never or rarely wore a 
seatbelt (37 percent decrease) (2) carried a weapon (34 percent decrease) (3) ever had sexual 
intercourse (8 percent decrease). Among sexually active teens, there was an increase in the 
number using condoms (26 percent increase). The report, however, demonstrated that many 
young people are still participating in risky and unhealthy behaviors. Far too many young people 



are drinking (50 percent), smoking (35 percent) and doing drugs (27percent reported current 
marijuana use). In addition, one third of the students had participated in a physical fight and 17 
percent had carried a weapon. Finally, one in 10 high school students are overweight and less 
than one-quarter of high school students eat the recommended daily a llowance. 

• Tenth Conference of Spouses of Heads of State of the Americas: This year, Peru is 
hosting the First Ladies of the Americas conference and has chosen the theme of adolescent 
development. As part of this overarching theme, they hope to focus on several relevant sub­
themes: teenage health, teenage education and job training, teenage social behavior, and teenage 
rights and citizen participation. Next week, Ann O 'Leary will travel to Lima, Peru for a 
prepartory meeting and will provide you further information and follow-up after the meeting. 
The Conference is planned for the first week in October. 

Bankruptcy 

• Bankruptcy Reform Act: Last week, Senator Lott announced that negotiations on the 
bankruptcy bill were final and today he announced that he would like to hold a floor vote next 
week prior to the July 4th recess. Many Democrats, however, continue to express grave concern 
about a lack of agreement on three issues: ( l) Schumer's clinic violence amendment; (2) the 
Hatch addition to undercut the Fair Debt Collection Practice Act (3) the loophole in the 
Homestead exemption that allows wealthy debtors to buy a home in another state with no 
homstead cap as long as they buy it two years prior to filing for bankruptcy. The President's 
senior advisors (including your office) have recommended to the President that he issue a letter 
threatening to veto the bill as now agreed upon. See attached memo to the President for more 
detailed information. 

CABINET REPORT 
Below are selected Cabinet reports: 

Department of Treasury 

• Firearms Report: On June 21, Secretary Swnmers held a press conference to release an 
A TF report on firearms trafficking entitled, Following the Gun: Enforcing Federal Laws Against 
Firearms Traffickers (attached). The report analyzes over 1,500 A TF firearms trafficking 
investigations initiated between July 1996 and December 1998, which involve over 84,000 
firearms. The report reveals the degree to which corrupt Federal firearms dealers, unlicensed 
sellers, straw purchasers, gun shows, and theft contributed to the illegal distribution of firearms 
uncovered in those investigations. 

• Holocaust-Era Lawsuits: On June 12, Treasury reached an agreement with Gennan 
negotiators on the mechanism for achieving legal peace for German companies being sued in 
U.S. courts for slave and forced labor claims and other wrongs from the Nazi period. National 
Security Advisor Berger and Counsel to the President Nolan agreed to send a letter to Gennan 
officials confinning the agreement. The next steps include: completing negotiations with 
anomeys for the victims on the definition of German companies covered and sequencing of 
payments to victims; Gennan parliament approval of legislation establishing the Foundation that 
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would make payments to victims' organizations; and the signature of a final declaration by all 
governments and other parties involved. Possibly as soon as July, pending court cases against 
Gennan corporations can be dismissed and payments could begin to reach victims by the end of 
the year. 

United States Department of Agriculture 

• West Nile Virus (WNV) Detected in NY Crows: On June 9, the NY State Department 
of Health announced that WNV had been isolated from two crows submitted from Rockland 
County, NY. Rockland County also had positive WNV crows last year. This is the first report 
of birds infected with WNV in the U.S. during the 2000 mosquito season. There are no reports 
in 2000 of any positive mosquito pools or senti nel birds in the U.S. There have been no known 
cases of human or equine illness caused by WNV this year, nor are there any ongoing 
investigations of WNV-related illness in horses or livestock. 

• Food Safety in MO, NY: Due to routine USDA testing, on June 7, Schnuck Markets 
Inc., of O'Fallon, MO, recalled 60 pounds of product for Listeria monocytogenes contamination. 
On June 6, Mega Meats, Inc., of Bronx, NY, recalled 420 pounds of ground beef for£. coli 
contamination. 

Department of Labor 

• Equal Opportunity Survey: As of June 5, approximately 4 ,800 of the 7,000 Equal 
Opportunity (EO) Surveys sent out to Federal Contractors have been submitted to DOL's Office 
of Federal Contract Compliance Programs. The survey gathers certain employment information 
from federal contractors and subcontractors, including infonnation on a federal contractor's 
affirmative action plan, as well as summary data on personnel data and compensation. The 
survey infonnation will be analyzed to test both the usefulness and reliability of the EO survey 
instrument. 

Department of Health and Human Services 

• Colorectal Cancer Action Campaign: On June 26, the CDC and HCFA will launch the 
second year of Screen/or Life, A National CoJorectaJ Cancer Action Campaign, which will 
include a series of television public service announcements, posters, Internet postings, and print 
materials. This xear, in addition to promoting colorectal cancer screening for all Americans aged 
50 or older, the campaign will focus on prevention and early detection of colorecta1 cancer 
through regular screening. The mass media component of Screen/or Life supports more 
intensive efforts at State and local levels to combat colorectal cancer, including health-care 
professional and patient education. 

• Immunization Meeting: On June 21-22, CDC's Advisory Committee on Immunization 
Practices met in Atlanta, GA. Key agenda items include a vote on recommendations fo r use of 
the recently licensed pneumococcal conjugate vaccine, as well as coverage of this vaccine by the 
Vaccines for Children Program; a review of research on potential associations between vaccine 
preservatives and neurologic disorders; a possible policy recommendation regarding thimerosal 
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(a mercury-containing preservative) in vaccines; d iscussion of recommendations for influenza 
vaccination; discussion on vaccination of children adopted from other countries; and a vote on a 
draft statement regarding prevention of anthrax by vaccination and by use of prophylactic 
antibiotics. 

• West Nile Virus: On June 16, Connecticur Public Television broadcast a documentary 
on last year's West Nile Virus Outbreak. On June 20, Dr. Stephen M. Ostroff, Associate 
Director, National Center fo r Infectious Diseases, presented "Unraveling the Mystery of West 
Nile Virus," at the ational Press Club. The presentation is a part of an annual symposium on 
infectious diseases. On June 20, Dr. Ostroff and representatives from USDA, USGS, and EPA 
w ill brief interested parties on Capitol Hill. On Jlune 29, Surgeon General Satcher wi ll speak on 
Emerging Infectious Diseases, including West Njie Virus, before the House Committee on 
International Relations. 

Department of Housing and Urban Development 

• Gun Buy Back: The Chicago Housing Authority will reprogram $ I 00,000 of its F Yl 999 
Public and Indian Housing Drug Elimination Program grant funding and will receive $43,000 in 
matching funds from HUD for a total of $143,000 for its Gun BuyBack Initiat ive. The Housing 
Authority anticipates taking approximately 1,000 guns off the street at the cost of $100 each. 
The Gun Buyback Init iative will target fourteen CHA public housing developments currently 
funded under the Authority's Public H ousing and Indian Housing Drug Elimination Program. 
The buyback will take place in early June, one week before the end of the school year. 

• Boosting Black and Hispanic Homeownership: Secretary Cuomo has challenged all 
segments of the housing industry to work w ith HUD to raise the national homeownership rate 
among African Americans and Hispanics to a historic high of more than 50 percent in three 
years. To help achieve the short-term goaJ, Secretary Cuomo committed the FHA to insure 
mortgages for more than 765,000 African-American and Hispanic famil ies over the next three 
years. Other parts of the housing industry would help create the remaining new minority 
homeowners to achieve the goal of homeownership for a majority of minorities. An estimated 
423,000 additional African American families and about 420,000 additional Hispanic families 
would have to become homeowners to achieve the goal of homeownership fo r a majority of 
these minorities. In the first quarter of this year, 73.4 percent of white households across the 
nation owned their homes- but only 47.8 percent of African American households and 45.7 
percent of Hispanic households were homeowners. 

Department of Education 

• Commission to Study Senior Year of High School: DOEd will establish a partnership 
with the Woodrow Wi lson National Fellowship Foundation and fonn a Commission to study the 
senior year of high school and the transition from senior year to postsecondary education or 
work. The Commission will engage in extensive local and national outreach, related research, 
and policy analysis. 
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• Reduction in C lass Size: A research study conducted by the University of Wisconsin at 
Milwaukee has concluded that a reduction in student-teacher ratios throughout Wisconsin has 
improved student test scores. The State's Student Achievement Guarantee in Education (SAGE) 
program pays schools up to $2,000 per low-income student in kindergarten through third grade 
to help schools hire enough staff members to lower student-teacher ratios to 15-to- l or less. The 
SAGE students out-performed their peers in language arts, math, and reading in each grade 
tested. 

Environmental Protection Agency 

• New Food Quality Protection Act Advisory Committee: The new EPA-USDA 
Committee to Advise on Reassessment and Transition (CARAT) will hold its first meeting on 
June 23. This committee will provide advice and counsel to EPA and USDA regarding strategic 
approaches for pest management planning and tolerance reassessment for pesticides. 

Office of Personnel Management 

• D.C. Summer Jobs: OPM continues to work closely with Federal agencies to meet this 
summer's goal of 1,000 hires. To date, agencies have committed to hiring 870 students. As of 
June 12, 13 5 students had been hired. 

TENTATIVE LEGISLATIVE CALENDAR 

Senate 

The Senate will convene at I :O0pm on Monday, with the first votes scheduled on Tuesday. 

• Labor/Health and Human Services A ppropriations: The Senate will resume 
consideration of H.R. 4577, the Departments of Labor, Health and Human Services, and 
Education, and Related Agencies Appropriations Act, at 3:00 pm on Monday. Any votes in 
relation to the bill will first occur on Tuesday in a stacked series. 

• Department of Defense Authorization: The Senate may resume consideration of S. 
2549, the National Defense Authorization Act for Fiscal Year 2001. 

House 

The House will convene at 7:00 PM on Monday for legislative business. 

• Commerce, Justice, State Appropriations: The House will begin considering HR 4690, 
the Commerce, Justice, State Appropriations. 

On Tuesday and for the remainder of the week, the House will consider: 

• HR 4717- Requiring 527 organizations and other tax-exempt organizations to disclose 
their political activities. (subject to a rule) 
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• HR __ - Energy And Water Appropriations (subject to a rule) 

• HR 4680 - The Medicare RX 2000 Act (subject to a rule) 

• HR 1304 - Quality Health-Care Coalition Act (subject to a rule) 

• HR 4461 - Agriculture Appropriations (subject to a rule) 
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June 22, 2000 

MEMORANDUM TO THE PRESIDENT 

FROM: 

SUBJECT: 

CC: 

ISSUE PRESENTED: 

GENE B. SPERL~G/SARAB ROSEN WARTELL 
CHARLES BRAIN/JOEL WIGINTON 

DECISION ON BANKRUPTCY REFORM LEGJSLA TJON 

JOHN PODESTA 

Senator Lott has advised Senator Daschle that negotiations on bankruptcy reform legislation are over. 
The Republicans agreed to make some further concessions on a couple of the outstanding issues, but the 
fina l resolution fai ls to address our concerns on three key issues you noted in your recent letter to the 
Congressional leadership: the homestead exemption, discharge of penalties for violations of clinic access 
laws, and an exemption from the Fair Debt Collection Practices Act (FDCPA) for check collectors. These 
problems come on top of the dissatisfaction many of your advisors fee l w ith the balance struck in the 
bill's other provisions. Senator Daschle has asked about your intentions and believes that a strong, clear 
message from you quickly could enhance the chances of obtaining a veto-sustaining margin. 

Your advisors unanimously recommend that you send another letter to tlte Congress tl,aJ: (1) indicates 
that you will veto the bill that Lott described as final; (2) strongly implies that you will sign no bill 
without adequate dinic access provisions; (3) stresses your concerns with the current resolution of tire 
check collector and homestead issues and the lack of balance in the remainder of the bill; but (4) urges 
the Congress to f,x these problems and leaves you room to decide how to proceed if the clinic access 
issue is resolved. 

ST A TUS IN C ONGRESS 

Senator Dasch le believes that the chances of achieving 34 Democratic votes are enhanced by your 
sending a c lear, strong veto message as soon as possible. However, it is not certain that a veto-susta ining 
margin can be obtained. While Dasch le would personally support the bill in its current fonn, if you have 
a strong veto message premised upon the clinic access and check collector provisions, Daschle may stand 
with you. Nonetheless, there is some risk, as we have never heard a credible assertion that even 25 
Democrats are willing to oppose the bill. 

Senator Torricelli, the lead Democratic sponsor of the legislation, a lso appears to be inclined to support 
the bill in its current form. Torrice lli ' s staff, however, notes that if you come out w ith a c lear and strong 
veto statement, the Senator may stand with you against the clinic access and check collector provis ions. 

Eleven Democratic Senators were opposed to the bill on relevant grounds when it passed the Senate. 
Senator Durbin, who led the bipartisan effort last year and voted for the Senate bill, has determined that 
the fina l bill is unacceptable to him, regardless of the outcome of these remaining issues. Senator Leahy, 
who voted for the Senate bi ll and has worked hard to ensure a fair process, believes that the c linic access 
and the check collector issue swing the balance against an already flawed product; he will vote against it 
in this form and recommend a veto. Senator Schumer, who strongly opposes the bill, believes that the 
clinic access issue will mobilize others. 



There are five to seven Democrats, led by Senators Biden, Johnson, Breaux, and Reid of Nevada, 
however, who will likely support the bill in whatever fonn it is presented to them. Senator Jeffords is the 
only Republican who has publicly noted some concerns with the measure. 

There is I inle prospect for overcoming the strong veto-proof margin of 3 13 to 108 by which the House 
passed its bill last May. Moreover, it is likely that the Republicans will send whatever vehicle they use 
for the bankruptcy bill to the House first to try to gather momentum. 

ADMINISTRATION APPROACH TO BANKRUPTCY REFORM 

We have said repeatedly that you support balanced consumer bankruptcy legislation that would encourage 
responsibi lity and reduce abuses of the bankruptcy system on the part of debtors and creditors alike. We 
can eliminate abuse without hurting those forced to tum to bankruptcy, the vast majority of whom are 
faced with some of the hardest circumstances that life has to offer - divorce, unemployment, illness, and 
uninsured medical expenses. Although we should not countenance people using bankruptcy to escape 
bills they can afford to repay, we also should not enact punitive legislation that places insurmountable 
barriers before the people who file for bankruptcy as a last resort. 

To guide Congress in striking the proper balance, we have set forth principles that should be met by a 
final bill. Many of these issues were resolved on a bipartisan basis by Congressional staff. Others were 
reserved as "member issues." Just this week, Lott advised Daschle of the Republicans' final offer on 
these issues and their plan to move forward attaching bankruptcy to the next available vehicle. 

ASSESSMENT OF NON-MEMBER ISSUES 

In a letter to the informal conferees on May 12, 2000, Jack Lew set forth your key principles. A detailed 
assessment of the resolution of these issues is in the attached appendix. 

In short, the final bill's provisions are closer to the Senate bill than the House bill, but they do not 
incorporate the balance that you have sought. They reflect a compromise between a House bill that we 
thought badly one-sided and a better Senate bill about wh ich we still had significant concerns. While all 
of your advisors believed when we wrote you on May 5th that you should sign a bill close to the Senate 
bi ll, this bill is a somewhat closer call. 

For example, our fundamental concern about the rigidity of the means test in the Senate bill was not 
addressed. Moreover, changes were made from the Senate bill to shift a few more debtors out of Chapter 
7 and limit a bit further the court's discretion to determine whether a debtor has the capacity to repay. 
Similarly, flawed language from the Senate bill narrowly limiting the family household goods that debtors 
can protect from creditor seizure was included in the final bill. While no one of these provisions alone 
merits your veto, cumulatively they represent undesirable changes relative to the Senate bill. 

ASSESSME T Of RESOLUTION OF MEMBER ISSUES 

You wrote to Congressional leaders on June 9th setting out your concerns about five open member issues. 
Our assessment of the resolution of these issues is below. In short, we believe two of those issues have 
been resolved to our satisfaction (pension cap and credit card disclosures, although Senator Kennedy is 
having trouble getting confirmation of the agreement on pension cap); one issue has been reso lved to the 
satisfaction of key Senate Democrats but not to ours (homestead); and the Republican resolution of two 
issues (clinic access and check collector exemption) is unacceptab le to us and the lead Democrats on 
those issues, although some Democrats would support the bi ll nonetheless. 
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Pensions: "The final bill may eliminate protections fo r reasonable ret irement pensions that renect 
years of contributions by workers and their employers." 

The Senate bill included a noxious provision that would have allowed credito rs to demand that debtors 
waive bankruptcy protection for pension assets as a condition of receiving credit. TI1at was dropped in 
Conference, but Senator Grassley insisted on some limit on otherwise unlimited pension assets shielded 
from c reditors. Senator Kennedy was deeply concerned that such a cap would send the wrong message 
about retirement savings. Moreover, seemingJy large retirement accounts do not necessarily provide for 
extravagant lifestyles for workers with increasingly long life expectancies. A compromise was apparently 
reached between Kennedy and Grassley that caps only certain IRAs, excluding amounts rolled over from 
employer pension plans, at $1 million. Moreover, the court has discretion to waive the cap in the interests 
of justice. Senator Kennedy is having difficulty getting confirmation that the Republicans will stick with 
this agreement. If tl,ere is no backsliding, this resolution seems reasonable and consistent with our 
arguments in the homestead context. 

Credit Card Disclosures: "The final bill may weaken important credit card disclosure provisions 
that will help ensure consumers understand the implications of the debt they are incurring." 

The Senate bill requires modest new credit card disclosures. Consumers would be given bener 
information about credit card "teaser rates" and the impact of making only the minimum payment on the 
length of time one would be repaying debt Your letter referred to an effort by Senator Gramm to exclude 
small banks from the provisions' scope. However, the provisions survived without the exclusion, 
although for two years the Federal Reserve Board will be asked to provide consumers with an 800 
number for information about credit cards issued by smaller banks- an 800 number that larger banks will 
have to provide themselves. Tlte Senate bill's modest disclosure requirtmt nts have been effectively 
preserved. 

Homestead: "The final bill may not adequately address the problem of wealthy debtors who use 
overly broad homestead exemptions to shield a.ssets from their creditors." 

State law allows debtors to exempt from the bankruptcy estate home equity valued up to specified 
homestead exemption thresholds. Five states ( including Texas and Florida) have unlimited homestead 
exemptions, effectively allowing wealthy debtors to shield millions in assets in valuable mansions, while 
avoid repayment of their creditors. It seems to us fundamentally unfair to ask low- and moderate-income 
debtors to devote future income to repay all the debts that they can, while leaving loopholes that allow the 
wealthy to shield assets from the ir creditors. 
The fina l bill has a modest lim itation on unlim ited homesteads to address abuse by those who move to 
states with unl imited homestead exemptions within two years of the bankruptcy fil ing. Tit is does not 
address our f undamental issue. Moreover, wealthy debtors often can use bankruptcy planning to 
postpone bankruptcy for two years while they qualify for the unlimited homestead exemption. 

Senator Kohl, the Democratic Senate champion of this issue, is satisfied that this resolution represents a 
good first step and establishes the principle that some nationwide limitation on homestead exemptions is 
appropriate. (Kohl is undecided whether he will support or oppose the overall bil l.) Senator Leahy does 
not want to flank Senator Kohl on the left on this issue. Thus, if you take this issue to the public, you will 
have only long-time bankruptcy-bill opponents like Wellstone, Kennedy, and Nadler joining you from 
Congress. However, many editorial pages around the country have pressed this issue hard and would 
applaud your concern. 
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Fair Debt Collection Practices Act: "The final bill may include an anti-consumer provision 
eliminating existing law protections against inappropriate collection practices when collecting from 
people who bounce a check." 

In conference, Senator Hatch has insisted on an anti-consumer provision (in neither the House or the 
Senate bill) which would eliminate attorneys fee awards for violations of the Fair Debt Collection 
Practices Act, if the defendant is collecting bounced checks rather than other defaulted debt. This is a 
pernic ious provision because it could give check collectors de facto re in to intimidate and harass lower­
income debtors, knowing that their financia l position would prevent them from hiring counsel. Often, the 
only effective enforcement of the check collector provisions is class action litigation, financed by firms 
because of the potential for attorneys fee awards. Senator Torricelli suggested a minor change, which the 
Republ icans accepted, that limits attorneys' fees to cases where the debtor can prove that he or she had no 
intent to defraud. Senators Leahy and Sarbanes argue that such a standard is impossible to prove. Our 
fundamental concerns have not been addressed. 

Clinic Access: "Some in Congress still object to a reasonable provision that would end 
demonstrated abuse of the bankruptcy system. We cannot tolerate abusive bankruptcy filings to 
avoid the legal consequences of violence, vandalism, and harassment used to deny access to legal 
health services." 

The Senate bill included a Schumer amendment to address the announced strategy of anti-abortion 
protestors using bankruptcy to avoid penalties for violence against family planning clinics in violation o f 
the Freedom of Access to Clin ic Entrances Act (FACE) and its state counterparts. We strongly supported 
the amendment. The Vice President was in the Senate chamber when they voted to break a tie, if needed. 
To avoid embarrassment, the Republ icans ensured that the amendment passed by a vote of 80- 17. 
However, in conference, they have steadfastly refused to include it or a comparable measure. Their 
alternative, which they have unilatera lly announced will be in the final bill, does little beyond current law. 
It prec ludes discharge of a ll judgements for acts of violence where behavior was shown to be willful and 
ma licious. Advocacy groups argue that few of the actual judgements against, or settlements reached with, 
defendants who harassed clinic patients include a finding of willfu l and mal icious behavior. Moreover, 
harassment and intimidation does not always include violence. Tilus, the final unilateral resolution 
does not satisfy our concerns. 
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This is the hardest issue for the Democrats who want to support the bill. Abortion rights groups are 
energized. If you take a strong position, this is the issue most likely to rally Democrats in opposit ion to 
the bill. Even Senator Torricelli may join you in opposing the bill if further changes are not made to this 
provis ion, although Senator Biden does not believe this issue should bring down th e entire bill. 

RECOMMENDATION 

Your advisors unanimously recommend that you send another letter indicating that the Republicans' 
"final" bankruptcy bill is one that you would veto. The letter wou ld note that there has been an 
acceptable resolution on pensions and cred it card disclosures, but that you have continu ing concerns 
about the check collector, homestead, and clinic access provisions. Special emphasis will be given to the 
c linic access issue, so that no one reading the letter would doubt you would veto any bill without its 
satisfactory resolution. A reader shou ld also be concerned that you might veto a bill that does not resolve 
the homestead and check collection issues to your satisfaction, but the letter will give urge the Congress 
to fix these problems and give you sufficient latitude to make the veto decision later. 1l1ere is a real risk 
that Congress could resolve the clinic access issue, leaving you with only a handful of Democratic 
Senators joining you in opposition to a bill with the other provisions. 

DECISION 

1. Send the letter as proposed 

2. Let's discuss 
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APPENDIX 
ASSESSMENT OF BANKRUPTCY BILL'S OTHER PROVISIONS 

In a letter to the informal conferees on May 12, 2000, Jack Lew set forth your key principles. Our 
assessment of the resolution of these issues is below. 

Means Test: "Access to Chapter 7 should not be governed by an arbitrary means test, but by 
reasonable guidelines that take into account individual circumstances." 

We have argued unsuccessfully that various changes are needed to build more discretion into the system 
to determine whether, in the debtor's individual c ircumstances, they really have the capac ity to repay. 
We have a lso sought less stringent thresholds and various technical changes to prevent unfairness in the 
application of the test We did succeed in preventing creditors from filing motions to challenge low­
income debtors' bankruptcy filings, but these below-median income debtors will be subject to the burdens 
of new means test paperwork and trustee scrutiny even though only a tiny fraction will have any capacity 
to repay their debts. While some modest improvements were made in conference, 1heji11al bill (like both 
House and Senate bills) does not address many of our f undamental concerns. 

Protection Against Coercive Reaffirmations and Practices: "There must be appropriate safeguards 
against coercive creditor practices that compel debtors to forgo their rights and that disadvantage 
more scrupulous creditors." 

During bankruptcy, too many debtors are misled or deceived into agreeing to repay debts that they cannot 
afford and have a legal right to discharge. The final bill contains provisions, based on an Administration 
proposal, that make it significantly more difficult to mislead or deceive debtors who cannot afford to 
reaffirm their debts. To get our proposal included in the Senate, we had to make some significant 
compromises with the credit card industry that cause consumer advocates concern. We sought further 
improvements in conference but they were not made. However, truly offensive provisions from the 
House bill (that would have banned class actions as a remedy for existing law violations) were dropped. 
As a whole, your staff believe these provisions are a net improveme11tfor co11sume-,s over current law. 

Improving Credit Card Practices: "Both debtors and creditors must be req uired to be responsible. 
Bankruptcy reform should be balanced by including provisions that address credit-card practices 
that may lead to bankruptcies." 

As discussed in the body of the memorandum, modest new credit card d isclosure requirements were 
included in the Senate. These largely survived in tact in the final bill. Consumers are given bener 
information about credit card "teaser rates" and the impact of making only the minimum payment on the 
length of time one would be repaying debt. Overall, while we believe more information could be 
p rovided more c/ellr/y, these provisions are an improvement over current law. 

Non-dischargeable Debts and "Cram Downs": "The goal of repaying creditors must be balanced 
with the need to protect social priorities, such as payment of child support, alimony, and taxes, and 
to preserve a meaningful opportunity for a fresh start." 

In the last Congress, the First Lady wrote of her concern with provisions that make additional credit card 
debt nondischargeable in bankruptcy, thus leaving it to compete with higher societa l priorit ies that also 
are nondischargeable - especially payment of chi ld support and alimony. 
In response, the bill's proponents left the new categories of nond ischargeable credit card debt, albeit 
somewhat narrower, but added provisions to clarify that child support and al imony are the highest 
priority. These provisions will work in many cases to improve the payment of child s upport and a limony 
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in bankruptcy; however, in a small portion of cases after bankruptcy discharge, these new 
nondischargeable credit card debts could crowd out child support or a limony. Our argument is very 
technical, however. Rhetorically, tltey have neutralized our cltild support and olinwny criticism. 

We have a similar concern about provisions in the final bill that would give secured creditors 
unprecedented rights to collect amounts in excess of the value o f the ir collateral. (Current laws "crams 
down" their claim to the value of the security. Thus, if a car is worth less than the amount originally 
borrowed, the c laim is limited to the car's value.) Since secured debt must be satisfied if the collateral is 
to be kept, collection of other societa l priorities (like child support, alimony, and taxes) m ight a lso suffer 
a bit. The bill a lso skews the distribution of scarce debtor assets toward undcrsecured creditors instead of 
unsecured c reditors (like credit card companies). The latter finns support is ironic, but this was a po litical 
bargain they made with car financing firms to win Senator Abraham ' s support. While the final bill is 
better than the House provisions, our fundamental concern was not addressed 

Barriers to Entry or Representation in the Bankruptcy System: "lnapproprinte barriers should 
not be created to entry into or effective representation in the bankruptcy system." 

Tiie Administration has been concerned about inflexible pre-bankruptcy fil ing hurdles, including 
paperwork and counseling requirements and fees. We were a lso concerned about attestat ion requirements 
and sanction provis ions that could deter attorneys from representing debtors or ra ise the costs of 
representation. The fina l bill waives fees for low-income debtors, reduces some of the paperwork 
requirements, and e liminates the most chill ing requirements for debtors' attorneys. While hardly the 
provisions we would have written, we do not have strong objections to tl,e remair,/ng provisions. 
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For Immediate Release 

THE WHITE HOUSE 

Office of the Press Secretary 
{Aboard Air Force One) 

STATEMENT BY THE PRESIDE T 

June 8, 2000 

I applaud the media and the entertainment industry for announcing that they have answered our 
call to action to develop a one-stop web site for parents to learn more about how to monitor and 
understand their children's interaction with the media. This website is a positive step, but not the 
only one we need to take, to give parents the tools they urgently need to help them choose what 
media is appropriate for their children. The First Lady challenged the industry to develop this 
web site as part of the White House Conference on Teenagers, to give parents more and better 
information about how to use the current mectia rating systems and parent advisory guidelines 
voluntarily put in place by the movie, television, music, and computer/video game industries. 
Hillary and I will continue to call on the industry to take the next step of voluntarily creating a 
unifonn rating system that would apply to movies, television, music, and video games. 

The parental media guide can be found at www.parentalguide.org. This web site was jointly 
developed and produced by the Motion Picture Association of America, the ational Cable 
Television Association, the National Association of Broadcasters, the Recording Industry 
Association of America, and the Interactive Digital Software Association. 
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BODY: 
Global travel, the use of antibiotics, and changes in lifestyle are significantly impacting the rise of 

infectious diseases, officials warned today at a press conference sponsored by the National Foundation 
for Infectious Diseases (NFfD). The increased resilience of bacteria to antibiotics; outbreaks of 
foodborne and vectorbome diseases over wide geographic areas; and the continued global spread of 
acquired immunodeficiency syndrome without a vaccine available, continue to challenge global public 
health efforts. However, they stressed that active campaigns to educate the public, improved diagnostics 
and surveillance, restrictions on the use of antibiotics, and vaccines will help to reduce and control 
epidemics. 

Will West Nile Virus Cause Annual Summertime Epidemics? 

Viral persistence found in overwintering mosquitoes collected in New York City during January and 
February and three infected crows in New York State and New Jersey this spring indicate the West Nile 
Virus infections may reappear in New York and other areas of the United States this summer. Normally 
seen in the Middle East and some parts of Europe and Asia, this flavivirus produced an outbreak of 
encephalitis in the New York Metropolitan area in 1999. A total of 62 cases of encephalitis/meningitis, 
with seven deaths were diagnosed in New York City and adjacent Long Island and Westchester County. 
"This outbreak marked the first recognition of this virus in the Western hemisphere, demonstrating the 
ease of movement of microbes in an era of global travel and commerce,'' said Stephen M. Ostroff, M.D., 
associate director for Epidemiologic Sciences, National Center for Infectious Diseases, Centers for 
Disease Control and Prevention. The virus normally circulates in birds and mosquitoes. Humans and 
other mammals become infected when bitten by an infected mosquito. West Nile infections are mild or 
asymptomatic and surveys have shown that 2.5% of residents in the hardest hit area of Queens, New 
York had become infected. Severe disease is more common in elderly or immunocompromised persons. 
"The outbreak highlights the need for better communication between medical, public health, and 
veterinary communities," said Dr. Ostroff. States on the eastern bird flyway have received federal 
funding to conduct monitoring activities and perform diagnostic assays. This effort will be expanded 
nationwide. 

Growing Concern About Antibiotics as Growth Promoters 

Current trends suggest that with enough time and sufficient antibiotic exposure, bacteria can develop 
resistance to virtually any antibiotic. "The key question would appear to be 'how long before resistance 
develops,' not 'will resistance develop,"' said J. Glenn Morris, Jr., M.D., MPH, professor and chairman, 
Department of Epidemiology and Preventive Medicine, University of Maryland School of Medicine. 
Use and (overuse) of antibiotics in hospitals and by community physicians is clearly a major driving 
force for emergence of antibiotic resistance in human bacterial pathogens. At the same time, an 
estimated 40% of all antibiotic usage in the United States is in animals. Much of this usage is in animal 
feeds as growth promoters or enhancers. This usage has been paralleled by increasing problems with 
resistance in certain food borne pathogens. The impact of agricultural antibiotics in agriculture use on 
human health has been the subject of increasing public and scientific concern. "In parts of Europe, these 
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concerns have been sufficient to result in a ban on the use of antibiotics as growth promoters and 
restrictions on therapeutic use of key antibiotic classes in animals," said Dr. Morris. There have been 
demonstrable decreases in levels of resistance in certain pathogens coincident with these restrictions. 

Same Bacteria Causing Stomach Cancer May Protect 
Against Esophogeal Cancer 

Now, for the first time in human history, individuals are reaching adulthood and old age without 
Heliocobacter pylori in their stomach. The reasons for this include changes in lifestyle, clean water, 
smaller families, and the use of antibiotics. Consistent with the decline ofH. pylori in Western 
populations have come declines in the incidence of both peptic ulcer disease and of gastric cancer, 
especially the type involving the lower stomach. However, diseases of the esophagus, such as 
gastro-esophageal reflux disease, Barrett's esophagus, and adenocarcinoma of the esophagus, have been 
increasing. Once rare, adenocarcinoma of the esophagus is the fastest increasing cancer in the U.S., 
rising at a rate of 11 % a year. Over the past four years, a body of evidence has been growing that the 
disappearance of H. pylori is related to the rise of esophageal diseases, including cancer. "Changes in 
our indigenous bacterial flora (microecology) have been occurring over the last century, and these 
changes may have clinical consequences," says Martin J. Blaser, M.D., chairman, Department of 
Medicine, New York University School of Medicine. 

The Future of HIV 

The total number of patients infected or dead from HIV reached 50 million as we entered this 
millennium and while the infection rate is dropping in the western world, it is exploding elsewhere. 
There appears to be no effective vaccine on the horizon. This epidemic will continue to expand for at 
least the next ten years and it will leave possibly hundreds of millions infected and dead and nearly 50 
million orphans. The current hot spots include Southeast Asia, the states of the former Soviet Union, 
and the southern part of the African continent. "There appears to be lethargy on the part of the western 
societies even in the face of the exploding epidemic in the emerging world," noted Merle A. Sande, 
M.D., chairman of the Department of Medicine, University of Utah School of Medicine. "The impact of 
this infectious disease could significantly alter progress that has been made in our civilization in the next 
ten years," warned Sande. 

About the Press Conference 

The 5th Richard J. Duma/NFID Annual Press Conference and Symposium on Infectious Diseases was 
sponsored by NFID and was supported, in part, through unrestricted educational grants from Alpha Vax 
Human Vaccines, Inc., AstraZeneca Pharmaceuticals, Aventis Pharmaceuticals, Glaxo Wellcome Inc., 
Ortho-McNeil Pharmaceutical, Pfizer Inc., and Pharmacia Corporation. This event was named for 
former NFID President and Executive Director Richard J. Duma, M.D., Ph.D., director of infectious 
diseases at Halifax Medical Center in Daytona Beach, FL. Dr. Duma is an internationally renowned 
infectious disease expert. 

NFID is a national, not-for-profit foundation established in 1973 to support public and professional 
education about and research into the causes, cures and prevention of infectious diseases. 
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