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COMBINED FEDERAL CAMPAIGN: LAWYERS
AND LOBBYISTS VS. PEOPLE IN NEED?

WEDNESDAY, JUNE 7, 1995

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CIVIL SERVICE,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:34 a.m., in room
2154, Rayburn House Office Building, Hon. John L. Mica (chair-
man of the subcommittee) presiding.

Present: Representatives Mica, Morella, Clinger, Moran, and
Mascara.

Staff present: George Nesterczuk, staff director; Garry Ewing,
counsel; Caroline Fiel, clerk; and Cedric Hendricks and Miles Q.
Romney, minority professional staff.

Mr. MicA. Good morning. I want to welcome you to this hearing
of the Civil Service Subcommittee, of the Government Reform and
Oversight Committee.

This morning I wanted to make a few opening comments, and
then we will have comments from my colleagues on the panel. We
hﬁveda rather lengthy hearing schedule, so we will move right
ahead.

First of all, ladies and gentlemen, in today’s hearing we will ex-
amine the activities of the Combined Federal Campaign, also
known as the CFC. The CFC is a taxpayer-supported annual fund-
raising drive conducted by Federal employees in the Federal work-
place.

The issue before us today is, should the Combined Federal Cam-
paign be returned to its original role of being a legitimate charity
griv?e or continue as another mushrooming taxpayer-financed grab

ag?

Few taxpayers, I suspect, would object to having their tax dollars
used to encourage contributions to organizations that assist people
in a charitable fashion. And I'm certain that if the average tax-
payer is told that his or her money will be used to support a char-
ity drive, he or she would immediately form a mental image of the
kinds of groups they thought were being helped. Some would see
people who give of their time and resources to feed the hungry.
Others would picture disaster relief workers. Some might see medi-
cal researchers searching for a cure for diseases, and others might
picture doctors and nurses providing free medical care to the poor.

Not many would imagine a well-paid troop of lawyers marching
to court to change public policy. Not many would picture lobbyists
and propagandists attempting to steer public opinion. And not
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many would think of policy advocates issuing position papers on is-
sues before Congress.

Without exception, I believe taxpayers would be appalled to learn
that their tax dollars were underwriting the current hodgepodge of
objectionable activities. In fact, the average taxpayer in my dis-
trict—I just came back from a nice long recess and a lot of time
with these folks—but I believe that the average taxpayer in my dis-
trict would croak if they knew that tens of millions of his or her
hard-earned dollars were underwriting some of these programs and
activities.

As [ said, the CFC was originally established as a charity drive.
The organizations participating were human health and welfare
agencies such as the Red Cross, the National Association for Re-
tarded Children, and the United Cerebral Palsy Association. Begin-
ning in the 1980’s, however, the character of the CFC was changed.
Although the CFC is still commenly referred to as a charity drive,
it would be more accurate to say that the CFC is now a fundraiser
for nonprofit organizations that qualify for tax exemption under
section 501(c)3) of the Internal Revenue Code.

In 1980, the Reagan administration and others knew that the
CFC was headed in the wrong direction. Advocacy groups got their
foot in the door then, and they used the courts and congressional
pressure to continue what [ term as a bad policy. As a result of
court decisions and congressional action, many political and ideo-
logical advocacy groups now participate in the CFC.

The views represented by these organizations span the range of
political and ideological spectrum. Some are very liberal while oth-
ers are very conservative. Some are my personal friends and some
are not my friends. But wherever they fall in the political ideologi-
cal spectrum and whatever the issues they address, many of the
causes these groups champion are extremely controversial.

In some instances, their entry into the CFC caused a great up-
heaval, including boycotts and threats of boycotts. Some of these
groups litigate to advance their causes through the courts. Others
use funds to sell the public on their particular special interests or
ideas. But the one thing they all have in common is that they want
to influence public policy. .

Also, other groups participate now that are not as focused on
human health and welfare or at all connected to human health and
welfare, and their connections can be regarded as tenuous at best
and often debatable.

When President Reagan attempted to return the CFC to its origi-
nal role of helping agencies, he issued two Executive orders. Execu-
tive Order 12404 proposed to limit participation in the CFC to
health and welfare organizations, and specifically excluded groups
that, “seek to influence the outcomes of elections or the determina-
tion of public policy through political activity or advocacy, lobbying
or litigation.”

President Reagan noted that he took action to “avoid the reality
and appearance of the use of Federal resources in aid of fundrais-
ing or advocacy of public policy, lobbying or philanthropy of any
kml? that does not directly serve the needs of human health and
welfare.”
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A number of advocacy groups challenged this court order, argu-
ing that it violated their rights under the first amendment. Ulti-
mately, however, the Supreme Court ruled that the government
does have the right to exclude such groups through, “a viewpoint-
neutral restrictions system.” Congress, however, stepped in and
prohibited OPM from implementing regulations to enforce the Ex-
ecutive order.

We can see from the mess that has been created that President
Reagan was really on the right track. That is why I have proposed
restoring the CFC’s mission and role to its original purpose: sup-
porting human health and welfare charities. I would like to make
the CFC a genuine charity drive. Federal employees can return to
a supporting role for people who help other people—not lawyers,
lobbyists, and other propagandists.

Some say the CFC currently offers Federal employees a wide
range of choices, and I do not deny that for a minute. Federal em-
ployees can choose whether to participate in the CFC or not. They
can choose whom they want to support. They do have choices. But
the taxpayers who fund the CFC have no choice. Public resources
are being expended to support the collection of donations for these
advocacy groups. Taxpayers now lack the option of not participat-
ing.

Restricting the CFC to human health and welfare charities will
still leave Federal employees free to donate as they see fit, but tax-
payers would not see their money go to aiding political or ideologi-
cal groups they dislike.

When we are asking everyone to belt-tighten today, advocacy
groups of every stripe must stop taking advantage of taxpayer-
funded fundraising.

We will hear today from the Deputy Director of the Office of Per-
sonnel Management, which administers the CFC. She will present
the administration’s position on this proposal. We will also hear
from a number of advocacy groups that would be affected by this
proposal, some who are in favor and some who oppose the proposal.

Finally, we will hear from individuals who are intimately famil-
iar with the CFC and support this proposal, including Donald
Devine, the former Director of the Office of Personal Management
in the Reagan administration, and Mr. Ron Burrus of the National
Voluntary Health Agencies San Diego Committee, which represents
human health and welfare organizations.

So those are my opening comments. I see that we also have our
chairman of our full committee here, and I will now recognize Mr.
Clinger if he has an opening statement?

Mr. CLINGER. Thank you very much, Mr. Chairman. I want to
commend you for holding this very important hearing and also
commend you on the leadership you have demonstrated in identify-
ing this very odd situation that we have with the organization.

1 know that the purpose of this hearing today is to raise the
question of whether or not groups which do not fit the traditional
notion of a charitable organization should continue to be eligible to
participate in the Federal Government’s annual charity drive. I
think the fact that so many questions have been raised about the
recipients of the aid under the combined drive really calls into
question the credibility of the whole effort and, therefore, probably
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affects the contributions that are being made to the organization
because of the questions that have been raised about it.

So, again, I want to commend you for raising the question be-
cause [ think it is important for the Congress and the administra-
tion to address the issue to make absolutely sure that the combined
Federal program remains true to those who work so very hard, so
very diligently and devote so much of their time and money to
charitable causes.

What is troubling to me, as I know it is to you, is the growing
presence of these advocacy groups representing both sides—often-
times several sides—of the ideological spectrum who now receive
charitable donations from the CFC, but whose organizational mis-
sion clearly does not seem to fit the conventional definition of a
charitable organization. This has happened over a period of time
over a period of years where these organizations have been added
to the roster of eligible organizations.

Perhaps these groups do, in fact—I would not dispute the fact—
offer valuable services; but the larger issue before us is whether or
not it's appropriate for the American taxpayer to subsidize, in ef-
fect, the collection of funds from Federal workers for advocacy
groups.

We put ourselves in the shoes of our constituents who I think
would agree that the CFC is perhaps another example of a govern-
ment program that started out with clearly the best of intentions
but has over a period of time gotten out of control. So I'm looking
forward to hearing the testimony being presented today and, again,
want to thank you and commend you, Mr. Chairman, for calling
this hearing.

Mr. MicA. Thank you.

I would now yield to Mr. Mascara, the gentleman from Penn-
sylvania, for his opening remarks.

Mr. MASCARA. Thank you, Mr. Chairman. Good morning. It’s
good to be back in Washington, DC, after spending a busy and pro-
ductive week back in my Pennsylvania district.

The only trouble is it is hot and humid and controversial subjects
seem to be our only greeters this morning. From the moment the
word went out in the charitable community that this committee
wanted to limit so-called political and ideological advocacy groups
from participating in the annual combined campaign, my fax began
to hum, and the post office began delivering stacks of letters.

I have received in the neighborhood of 100 letters from all types
of charitable groups, including approximately 10 from my part of
the world. They range from groups representing refugees to the
National Right to Life Educational Trust Fund. They include
PCTV-21, a community television station in Pittsburgh, and a
foundation from McKeesport, PA, which said it received $654 as a
result of last year’s campaign.

Letters from Oregon, California, Durham, NC, Boulder, CO, and
Rochester, NH, the message was the same: The current Combined
Federal Campaign allows groups of all stripes and objectives to
participate. We like it that way. Don’t fix it. It isn’t broke.

I think we should heed that advice. OPM officials will testify this
morning that the cost for operating the annual campaign is much
less than the $50 million to $60 million figure cited in the Chair-
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man’s original press release. In fact, Ms. Green will tell us that,
at most, last year’s direct costs were a little over $731,000. That’s
not bad for a campaign that raised nearly $200 million. Remaining
costs are fixed costs, which would essentially stay the same no
matter how many or how few groups are included on the eligible
list.

After mulling the issue over for a while, I have decided that the
basic issues confronting us this morning are should we continue
with the Combined Federal Campaign and do Federal workers de-
serve the right to choose from a broad list of organizations where
to give their charitable dollars? The answer in my book to both of
these questions is a rousing yes.

A Federal worker from Pennsylvania summed up the argument
in a letter to me saying: “It is my money and should be my choice.
The Combined Federal Campaign is a convenient place I can make
an informed decision about my charitable contribution for 1 year.
1 would like my full range of options open.”

I think Federal employees and worthy charities all across the
country deserve no less. If we attempt to restrict which groups are
on the list, who will be the arbitrator? We will be creating a subjec-
tive mess that will only result in added costs for OPM and a long
line of lawsuits.

My Republican colleagues are usually all for open markets, free-
dom of choice and no hint of big brotherism. Unfortunately, this
venture is exactly the opposite. If we are going to end up creating
a monster of an annual charitable campaign, the next step is sim-
ply ending the campaign altogether. I do not think that’s what my
Republican colleagues want.

I think we should step back and ponder this whole issue. I think
the Federal employees and the charities would be better served if
we did.

Thank you, Mr. Chairman. I yield back the balance of my time.

Mr. MicA. Thank you, Mr. Mascara.

I would like to call our first panel forward: Lorraine A. Green,
Deputy Director of the Office of Personal Management, who I un-
derstand oversees the program. And you have someone with you?

Ms. GREEN. Yes, I do, Mr. Chairman.

Mr. Mica. Could you identify her, please?

Ms. GREEN. Gerri Mason Hall.

Mr. Mica. It’s the custom of this subcommittee and committee to
swear in our witnesses. So if you would stand and raise your right
hand.

[Witnesses sworn.]

Mr. MicA. Let the record reflect that the witnesses answered in
the affirmative.

Mr. Mica. Welcome, Ms. Green and Ms. Hall. We look forward
to your comments. If you have a prepared statement, we will be
glad to include the entirety of it in the record. If you would like
to summarize, we would appreciate that. Ms. Green, you are recog-
nized.
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STATEMENT OF LORRAINE A. GREEN, DEPUTY DIRECTOR, OF-
FICE OF PERSONNEL MANAGEMENT, ACCOMPANIED BY
GERRI MASON HALL, COUNSEL, DEPUTY DIRECTOR’'S OF-
FICE

Ms. GREEN. Thank you very much, Mr. Chairman.

As I stated, seated with me today is Gerri Mason Hall. She is
a counsel in the Deputy Director’s Office, and she’s responsible for
the day-to-day operations of the Combined Federal Campaign. So
she will be assisting me today.

Mr. Chairman, I thank you and the members of the subcommit-
tee for this opportunity to testify on the Combined Federal Cam-
paign, or CFC.

Before addressing the questions raised in your letter of May 30,
permit me to offer some background on the program.

In 1957, President Eisenhower created the United Federal Fund-
raising Campaign, as it was then known, by Executive order. His
action consolidated some 20 separate fundraising drives into three
campaigns, for the United Way and the Red Cross, and for two new
groups, the National Health Agencies and the International Service
Agencies.

This Executive order spoke of “true voluntary giving to such
agencies for charitable and other purposes” and of solicitations “as
will occasion minimum interruption of government functions.”

In 1961, President Kennedy established the Combined Federal
Campaign. His Executive order called for participation by “such na-
tional voluntary health and welfare agencies and such other na-
tional voluntary agencies as may be appropriate.”

Mr. Chairman, these Executive orders embody a recognition, bi-
partisan and at the highest level, of the importance of volunteerism
in the American tradition. It is a value that most Americans hold
dear.

But these Executive orders do more. They also recognize the in-
herent inefficiency, indeed the disruption, of having a multiplicity
of competing fundraising drives in the Federal workplace. And they
embody another American tradition—free and informed choices—by
broadening the alternatives available to Federal employees who
wish to donate to charity.

Mr. Chairman, in summarizing my statement I would like to say
the CFC program has worked well for a long time, and we at OPM
do not believe it is in need of major changes. Some observers may
think that this or that charity out of the hundreds on the list, is
inappropriate. But the people the CFC serves value their freedom
of choice. They vote with their paychecks. For their selections to be
restricted, for what some may perceive as ideological reasons,
strikes me as a form of big-government-style paternalism we
should avoid.

Now, Mr. Chairman, let me address your specific questions.

First, should participation in CFC be restricted to human health
and welfare organizations?

The answer is yes. And, as I've said, we do require that all orga-
nizations certify and document that they provide services affecting
human health and welfare. The underlying question is how these
terms are defined.
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Our present criteria are consistent with the principle of inclusion
that has guided CFC eligibility determinations over the past dec-
ade. This principle of inclusion was validated by Federal Courts
and was subsequently mandated by Congress. If we narrow or re-
strict participation now we run a serious risk of not only of over-
regulation but of reviving the kind of divisive litigation we saw in
the 1980’s.

o FSégond, you asked, what should be the central purpose of the

One original purpose, as the 1957 Executive order made clear,
was to minimize disruption in the Federal workplace by replacing
a multiplicity of charitable campaigns with a single one. But the
campaign also embodies the American tradition of volunteerism
and, at the same time, gives Federal workers an efficient way to
contribute to the causes of their choice.

Third, how much did it cost the Federal Government to conduct
the CFC in 1994, including the pay and benefits of all employees
who helped to conduct the campaign? And how many employees
were involved?

Mr. Chairman, the Federal Government’s cash outlay for the
CFC is limited to certain direct costs expended by OPM in its over-
sight capacity. For 1994, these included $300,000 for a small staff,
about $350,000 for the Inspector General’s random audits, and 25
compliance reviews performed at a cost of $81,000. Thus we esti-
mate our direct costs for 1994 at a total of $731,000.

A larger amount is devoted to indirect costs. We are dealing here
with fixed costs and employees’ time. The cost of the campaign does
not significantly differ if we include a hundred charities or a thou-
sand charities. To arrive at a total for indirect costs we must esti-
mate the value of time donated by Federal employees.

Let me note, Mr. Chairman, that the 1988 report of the Direc-
tor's Task Force on the Combined Federal Campaign estimated
that the campaign that year cost between $55 million and $60 mil-
lion. However, we strongly believe the methodology used in that re-
port was seriously flawed. For example, it assumed one key worker
for every 10 Federal employees and that the average key worker
was a GS-9. We find those and other assumptions to be highly
questionable.

One major problem with the report is that it based most of its
assumptions on the National Capital Area Campaign, which is not
at all typical of most of the more than 400 campaigns.

The report assumed also that every hour spent on the CFC is an
hour lost by the government. We do not share that assumption.
Employees also often work on their own time, such as their lunch
break. They often make special efforts to combine their work on the
campaign with their normal duties.

Unlike the 1988 report, we do not assume the campaign has a
negative impact on productivity. We believe the campaign has a
positive impact. A successful CFC drive is a matter of great pride
to thousands of Federal employees, and I think that kind of enthu-
siasm should be encouraged.

Mr. Chairman, the 1988 report concedes at the outset that it is
impossible to quantify the cost of the campaign. It proceeds, how-
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ever, to make its estimate of $55 million or $60 million based on
very questionable assumptions.

We have, since receiving your inquiries, taken a close look at the
indirect costs of the CFC campaign. We could not examine all 435
campaigns, but we polled the top 40 campaigns, those that raised
$1 million or more, to achieve as accurate an estimate as we could
of the indirect costs of donated time. We asked their financial offi-
cers to provide data on the number of key workers they used, their
hours worked and their average hourly pay, as well as the number
of LFCC members and their total hours and average hourly pay.

On the basis of their responses, the average grade of a key work-
er is GS-7 and the average ratio of key workers to potential donors
is 1 to 30, which you will note is three times the 1988 assumption.

Assuming that each key worker dedicates 8 hours to the CFC, we
estimate the contribution of key workers, both military and civil-
ian, at about $12.3 million. This assumes 136,937 key workers, at
an average daily rate of $90.28, who contact about 4.1 million of
their fellow employees, civilian and military.

Again summarizing, combining all of the figures, our estimate of
the total cost of the salaries for the 1984 CFC on a national basis
comes to $17.7 million. If we add to that a 25 percent multiplier
for benefits, the total reaches about $22.1 million.

I note again that the vast majority of that is in indirect, noncash-
outlay costs. The $22.1 million is about 11 percent of the $195 mil-
lion raised that year.

I have no doubt that our figures are more reliable than the 1988
estimate. The 1988 estimate was based on assumptions that are
clearly faulty. Our estimate, which I have outlined in detail in my
written remarks, is based on a good-faith effort to arrive at realis-
tic figures.

However, even our $22.1 million figure overestimates the indirect
costs because, as I've stated earlier, we believe that every dollar
spent on the CFC campaign is not an hour lost to the government.

Your fourth question was how much money the CFC raised in
1994 and how long the campaign lasted.

Mr. Chairman the 1994 campaign lasted 6 weeks, although local
officials can extend that period, and, as indicated earlier, raised
about $195 million in donations from more than 1.8 million contrib-
utors.

Fifth, you asked if it is proper for the taxpayers to subsidize the
CFC, particularly when many of its donees may be considered con-
troversial.

Mr. Chairman, Americans believe in volunteerism, and there ex-
ists in the private sector a well-known tradition of giving at the
workplace. I believe it is entirely proper for Federal workers to
make this outstanding effort that over the years has raised literally
billions of dollars for worthy causes.

I agree that there are individuals up and down the political spec-
trum who may find certain organizations not to their liking, but I
believe most CFC participants think theirs is a broad and balanced
list that includes literally hundreds of charities they consider wor-
thy of support.

I might note that little controversy has surrounded the campaign
in recent years in contrast to the 1980’s when there were many
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lawsuits and much acrimony regarding participation. It would be
a mistake to return to the ill will and turmoil of the past.

If the subcommittee has specific proposals for improving CFC, we
would be glad to comment on them. If the Congress passes new
rules to guide the CFC, we will enforce them. But in candor I must
say that we do not consider CFC to be in need of major changes.

Thank you very much, and I'll be glad to take your questions.

Mr. Mica. Thank you Ms. Green.

[The prepared statement of Ms. Green follows:]
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STATEMENT OF

HONORABLE LORRAINE GREEN, DEPUTY DIRECIOR
OFFICE OF PERSONNEL KANAGEMENT

before the

SUBCOMMITTEE ON CIVIL SERVICE
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT
U.S. HOUSE OF REPRESENTATIVES

at an oversight hearing on
THE COMBINED FEDERAL CAMPAIGN

June 7, 199%

Mr. Chairman, I thank you and the members of the
subcommittee for this opportunity to testify on the Combined
Federal Canpaign, or CFC.

Before addressing the questions raised in your letter of
May 30, permit me to offer some background on the program.

In 1957, President Eisenhower created the "United Federal
Fund-Raising Campaign,”™ as it was then known, by Executive Order.
. Hls action consolidated some twenty separate fund-raising drives
into three campaigns, for the United Way and the Red Cross, and for
two new groups, the National Health Agencies and the Internaticnal
Servica Agencles.

This Executive Order spoke of "true voluntary giving to
such agencies for charitable and other purposes” and of
solicitations "as will ooccasion minimum interruption of Government
functions." .

In 1961, President FKennedy established the Combined
Federal Campaign. His Exaecutive Order called for participation by
"such national voluntary health and welfare agencies and such other
national voluntary agencies as may be appropriate.¥

Mr. Chairman, these Executive Orders embody a
recognition, bipartisan and at the highest level, of the importance
of volunteerisnm in the American tradition. It is a value that most
Americans hold dear.

But these Executive Orders do more. They alsc recognize
the inherent inefficiency, indeed the disruption, of having a
multiplicity of competing fund-raising drives in the federal
workplace.
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And they embody another American tradition -~ free and
informed choices -- hy broadening the alternatives available to
~federal employees who wish to donate to charity.

Mr. Chairman, as you know, in the 1980s a series of court
decisions, as well as Congressional action, ensured that these
alternatives renained open to federal employees.

We at OPM believe that federal employees have been well
served by this wide range of choice.

Today, CFC has a national list of charities that have
been ruled eligible by OPM, as wall as local lists approved by
Local Federal Coordinating Committees, or LFCCs. To be approved for
the national list, organizations must meet certain basic standards.
These include meeting the IRS definition of a tax-exempt
organization, under 26 U.S.C. S01 (¢) (3), having provided services
in fifteen or more states over a minimum of three years, and
demongtrating that they are providing services, benefits or
assistance affecting human health and welfare.

As Oof 1994, CFC’s national 1list included some 98§
organizations. Of these, about 655 were represented by seventeen
national federationg and the rest were unaffiliated.

In addition, CFC’s 435 campaigns have thelr own lists,
which include thousands of charities they have approved.

Although OPM has oversight responsibilities, day-to-day
decisions regarding the campaigns are made by the LFCCs, which are
made up of federal employees.

Let me note that although we now have 435 campaigne, as
recently as 1988 thers were 536. The number is declining because we
urge local campaigns to merge, whenever that will achieve greatar
efficiency and reduced operating costs,

No one is required to contribute to the CFC, but those
who choose to contribute may designate the specific charities they
want to receive their contributions, or they may choose to make an
undesignated contribution.

CFC believes in informed choice. Each donor has access to
information about potential donees and no one is asked to
contribute blindly to any cause. )

CFC is primarily designed to serve federal employeas, not
the charities. To give at the workplace, most often by deductions
from your paycheck, with a wide range of choices before you, is an
opportunity that most employees greatly value. Thig system results

in significantly higher levels of giving than would occur if CFC
did not exist.
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In this era of tight budgets and cutbacks on federal
programs, there is all the more reason to encourage the sort of
private giving that CFC embodies.

The CFC program has worked well for a long time, and we
at OPM do not believe it 1is in need of major changes. Some
observers mpay think that this or that charity, out of the hundreds
on the list, is inappropriate, but the people it serves value their
freedom of choice. They vote with their paychecks.

For their selections to be restricted, for what some may
perceive as ideological reasons, strikes me as a form of big-
government-style paternalism that we should avoid.

Now, Mr. cChairman, let we address your specific
questions.

First, should participation in CFC be restricted to human
health and welfare organizations?

The answer is yes, and, as I have said, we do require
that all organizations certify and document that they provide
services affecting human health and welfare. The underlying
question is how these terms are defined. Our present criteria are
conslstent with the principle of inclusion that has guided CFC
eligibility determinations over the past decade. This principle of
inclusion wae validated by federal courts and wvas subsequently
mandated by Congress.

If we narrow or restrict participacion now, we run a
serious risk of not only of over-regulation, but of reviving the
kind of divisive litigation we saw in the 1980s.

Second, you asked what should be the central purpose of
the CFC.

One original purpose, as the 1357 Executive Order made
clear, was to minimice disruption in the federal workplace, by
replacing a multiplicity of charitable campaigns with a single one.
But the campaign also embodies the American tradition of
voluntearism, and at the same time gives fedaral workers an
efficient vay to contribute to causes of their choice.

Third, how much did it cost the federal government to
conduct the CFC in 1994, including the pay and benefits of all
employees who helped to conduct the campaign, and how many
employaees were involved?

Mr. Chairman, the federal government’s cash outlay for
the CFC is limited to certain direct costs expended by OPM in its
oversight capacity.
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For 1994, these included $300,000 for a small staff,
about $350,000 for the Inspector General’s random audits, and 25
compliance reviews, performed at a cost of $81,000.

Thus we estimate our direct costs for 1994 at a total of
$731,300.

A larger amount is devoted to indirect costs. We are
dealing here vith fixed coste and enmployees’ time. The cost of the
campaign does not significantly differ if we include a hundred
charities or a thousand. To arrive at a total figure for indirect

costs we must estimate of the value of time donated by federal
employees.

Let me note, Mr. Chairman, that the 1988 Raport of the
Director‘s Task Force on the Combined Federal Campaign estimated
that the campaign that year cost between $55 milljon and $60
million. However, we strongly believe the methodology used in that
Report was seriously flawed. For example, it assumed one keyworker

for every ten Federal employees and that the average keyworker was
a GS-9.

We find those and other assumptions to be highly
questionable. One major problem with the Report is that it based
most of its assumptions on the National Capital Area Campaign,

which is not at all typical of most of the more than 400
~campaigns.

The Report assumed that every hour spent on the CFC is an
hour lost by the government. We do not share that assumption.

Employees often work on their own time, such as their
lunch break. They often make special efforts to combine their work
on the campaign with their normal duties.

Unlike the 1988 Report, we do not assume the campaign has
a negative impact on productivity. We believe the campaign has a
positive impact. A successful CFC drive is a matter of great pride

to thousands of faderal employees. I think that kind of enthusiasm
should be encouraged.

Mr. chairman, the 1988 Report concedes at the outset that
"it is impossible to gquantify® the cost of the campaign.

It proceeds, hovever, to make its estimate of $s5
million or $60 million, based on very questionable assumptions.

We have, since receiving your inquiries, taken a close
look at the indirect costs of the CFC campaign.
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We could not examine all 435 campaigns, but we polled the
top 40 campaigng, those that raise $1 million or more, to achieve
as accurate an estimate as we could of the indirect costs of
donated time.

We asked their financial officers to provide data on the
number of keyworkers they used, their hours worked, and their
average hourly pay, as well as the number of LFCC menbers, and
their total hours and average hourly pay.

Oon the basis of thair responses, the average grade of a
keyworker is GS5~7 and the average ratio of keyworkers to potential
donors is one to 30 -- which, you will note, is three times the
1988 assumption.

Assuning that each keyvorker dedicates 8 hours toe the
CFC, we estimate thae contribution of keyworkers, both military and
civilian, at about $12.3 million. This assumes 136,937 keyworkers,
at an average daily rate of $90.28, who contact about 4.1 million
of their fellow employees, civilian and military.

As to LFCC volunteers, they average eight in top 40
campaigns, each contributing an average of 25 hours. In smaller
campaigns the LFCC’s are also smaller, with an average of four
wenbers. We estimate a total of 1940 LFCC participants, with an
average grade level of GM 15, and an estimated total value of about
$1.7 nillion.

In addition, wmany campaigns have federal executives
detailed to them, often on a part-time basis. The number on loan
might range from ten or more in the largest campaigns to one or two
in pid~sized campaigns to none in the smallest campaigns.

We estimate a total of 427 loaned executivesa, with an
average GS level of 14, each averaging 30 hours a week during the
six-week campaign, for a total cost of about $2.2 million.

We further estimate the cost of processing payroll
deductions at $750,000.

Thus, combining all these figures, our estimate of the
total cost of salaries for the 1994 CFC, on a national basis, comes
to about $17.7 million. If we add to that a 25% multiplier for
benefits, the total reaches about $22.1 milliom.

I note again that the vast majority of ‘that is in
indirect, non-cash-outlay costs. The $22.1 million is about 11% of
the $195 million raised that ysar.
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I have no doubt that our figures are more reliable than
the 1988 estimate. The 1988 figure was based on assumptions that
are clearly faulty. Our estimate, which I have outlined in detail,
is based on a good-faith effort to arrive at realistic figures.

However, even our $22.1 million figure overestimates the
indirect costs, because we believe that every dollar spent on the
CFC campaign is not an hour lost to government.

Your fourth question was how much money the CFC raised ir
1994 and how long the campaign lasted.

Mr. CcChairman, the 1994 campaign lasted six weeks,
although local officials can extend that period, and, as indicated,

raised about $195 million in donations from more than 1.8 million
contributors.

Fifth, you asked if it is proper for the taxpayers to
subsidize the CPC, particularly when many of its donees may be
considered controversial.

Mr. Chairman, Americans believe in volunteerism, and
there exists in the private sector a well-known tradition of giving
at the workplace. I believe it is entirely proper for federal
workarg to make this outstanding effort that over the years has
raised literally billions of dollars for worthy causes.

I agree that there are individuals up and down the
political spectrum who may find certain organizations not to their
liking, but I believe most CFC participants think theirs is a broad
and balanced 1list that includes literally hundreds of charities
they consider worthy of support.

I might note that littla controversy has surrounded the
campaign in recent years, in contrast to the 1980s, when there were
nany lawsuits and much acrimony regardirg participation. It would
be a mistake to return to the ill-will and turmoil of the past.

If the subcommittee has specific proposals for improving
CFC, we will be glad to comment on them. If the Congress passes new
rules to guide the CFC, we will enforce them. But in candor I must
say that we do not consider CFC to be in need of major changes.

I will be glad to take your questiona.

e
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Mr. Mica. Ms. Hall, did you have any comments?

Ms. HaLL. Not at this time.

Mr. Mica. OK. Thank you.

We will proceed with several questions for you, Ms. Green.

First of all, let’s take a minute and look at the cost. Your testi-
mony today directly conflicts with the 1988 study. As I understand
it, in 1988, on page 5 of the CFC task force report, it states that
with these three additional components factored in, an estimate of
the size of the CFC subsidy in the neighborhood of $55 million to
$60 million would not appear unreasonable. So you're saying that
since 1988 you think we’re actually spending less money than they
projected then for this activity?

Ms. GREEN. Well, after going back and looking at their projec-
tions and several of the flaws that I mentioned, one is that they
used the National Capital Area Campaign to base their estimate on
and the campaign here is a much larger campaign because we have
a higher concentration of Federal employees and also we have the
leadership of the Federal Government here which is encouraging
the Federal employees’ participation. So we thought it would be
more representative if we went to 40 campaigns across the country,
the ones that are the largest campaigns, to get more accurate fig-
ures. We could not find in our records where the 1988 calculation
was done to look at the $55 million or $60 million figure. But, we
came nowhere near that.

Mr. MicA. Well, it seems like they did a rather in-depth review
of the activities, and they concluded it was $55 million to $60 mil-
lion in 1988. It is hard for me to believe that in this day and age
the costs would actually go down. You are disputing some of the
basis on which they calculated this figures.

Ms. GREEN. Exactly. Not that the cost went down, that it was
never that high.

Mr. Mica. Now it’s my understanding that some of the .osts are
recouped from the charity fees that are involved. The pa:ticipants,
there is some cost to them. What percentage is that or what
amount of this $22 million?

Ms. GREEN. Gerri, would you?

Ms. HALL. That is not included in that $22 million.

Mr. MicA. That’s on top.

Ms. HaLL. Right. That is recovered from the campaigns, and the
administrative expenses run an average of 7 percent of the dona-
tions.

Mr. MicA. So they are paying about 7 percent of the total figure,
the cost, is that correct?

Ms. HALL. By campaign. Each individual campaign is reimbursed
for their administrative expenses, and that averages 7 percent per
campaign.

Mr. MicA. Now, that’s reimbursement or you are subtracting that
from their distribution?

Ms. HALL. It is subtracted from the distribution. However, the
entity which administers the campaign, the principal combined
fund organization, puts out the cost up front and is reimbursed.

Mr. Mica. Well, I don't have any problem with the Federal Gov-
ernment being sponsor of a Combined Federal Campaign; and, in
fact, I would encourage it. And I think that the truly charitable or-
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ganizations—those that deal with human health and welfare, direct
benefits—should have our support.

I begin to question when a number of these advocacy groups
have wormed their way into the process, either through the Court
process or congressional pressure. We have not been able to get a
complete list of what each of these groups receive. Can you provide
our subcommittee with a list of the specific amounts that each and
every organization receives, their total contribution, and the net
they receive? Can you provide us with that, Ms. Green?

Ms. GREEN. Not without some difficulty. The OPM——

Mr. MiCA. So you're taking in $200 million.

Ms. GREEN. Yes.

Mr. Mica. And you have taxpayer money involved in the collec-
tion of this and a taxpayer agency, and you can’t provide this sub-
committee or the Congress with a list of who is getting what?

Ms. GREEN. OPM manages the national campaign. We have the
information on the national campaign. The federations that man-
age the local campaigns have the information for each of the orga-
nizations that are under their federation.

Mr. MicA. One of the changes that I would like to see is that
there be some public disclosure of who is getting what and where
the money goes. Is that possible?

Ms. GREEN. Certainly. And the federations, I'm sure, would be
glad to provide that information for the charitable organizations
that come under their umbrella.

Mr. MicA. So that is a change that OPM could support.

Ms. GREEN. Yes.

Mr. Mica. OK.

Another question is, should the taxpayer be responsible for this
activity and to what degree? Do you believe that we should in-
crease the administrative or overhead costs or the charges to these
agencies for participation?

Ms. GREEN. Well, it certainly is a way of recouping some of the
costs. We could have a—if the committee so desires, we could cer-
tainly have something similar to a 1, one-half percent charge to
participate in the campaign.

Mr. Mica. Do you announce that by agency rule or is there some
standard that is applied for charging back a cost?

Ms. GREEN. To make a change like that, Gerri? I think it would
be statutory.

Ms. HAaLL. If you would like to have a charge, an assessment, for
the organizations to participate?

Mr. MicA. Now, are you doing it under legislative or rulemaking
authority?

Ms. HALL. I believe it would be legislative.

Mr. Mica. OK. So that would require a legislative change in as-
sessing a fee. It couldn’t be done by rule.

Ms. GREEN. No, it would have to be legislative.

Mr. Mica. All right. And could you support it if we propose some-
thing of that nature so we have a nod in the affirmative?

Ms. GREEN. Certainly.

Mr. MicA. Are there any other changes? One problem is the defi-
nitions of the organizations that qualify—and I would guess you
used a general IRS category for definition. Are there any other defi-
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nitions that could help us in better defining eligibility as a real
charity and not an advocacy group?

Ms. GREEN. Well, all of the charities that we deal with have to
meet eligibility criteria, as you stated, not oniy those of the IRS but
also the CFC regulations and legislative criteria and all of that. So
short of being very specific about which charities you want included
and which you don’t, there’s always going to be a gray area in the
definitions.

There are some gray areas now that we’re trving to clear up in
proposed regs that we have now. So I think more specificity—being
very specific would assist in not having the litigation such as we've
had in the past.

Mr. MICA. So you say there are some gray areas, and there are
some areas that you are having problems with in defining their eli-
gibility.

Ms. GREEN. We're not having problems now—-

Mr. MicA. But you did state that there are——

Ms. GREEN [continuing]. In defining their eligibility criteria.

Mr. MICA. So that there are some gray areas. What did you mean
by that?

Ms. GREEN. In defining—well, for the health and human welfare
part of it, we don’t have the problems in defining eligibility based
on a definition.

Mr. Mica. Well, some of these advocacy groups, for example:
Firearms Civil Rights Legal Defense Fund, American Civil Liberty
Unions Foundation, the Federation for American Immigration Re-
formy, and the National Abortion and Reproductive Rights Action
League Foundation. These are all advocacy groups. How do they
qualify?

Ms. GREEN. They meet the criteria for human health and wel-
fare.

Mr. MicA. And you don’t find that within your rulemaking ability
to limit these advocacy groups?

Ms. GREEN. Again, as I mentioned in my opening statement, the
definition of human health and welfare would be the issue—we’re
saying that it affects human health and welfare. So, using the cri-
teria that we have if those organizations meet that criteria for eli-
gibility—affecting human health and welfare——

Mr. MicA. Again, based on the historical experience, I believe
that you can either set these standards by statute or by law or by
court decision. You have no recommendation to us at this time for
any changes to better clarify the definitions legislatively and you
don’t have the power to do that by rule; is that the case?

Ms. GREEN. We don’t have the power to do it by rule.

Mr. MiCA. And you have no recommendation to us to change it?

Ms. GREEN. Well, one of the things that we use is to consider the
type of services rendered to the beneficiaries—that always makes
it clearer for us. We look at basic human heaith and welfare look-
ing at the type of services that are rendered, using a common sense
definition. So, no, we don’t have any other recommendations as far
as definitions.

Mr. MICA. 1 don’t want to consume all of the time. I will yield
now to Mr. Mascara for his questions.
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Mr. MascCARA. If the 1986 regul:stions are reapplied, wouldn't
some of the very worthwhile organizations such as the 4-H, U.S.
Olympic organization and groups like the PCTV-21 in Pittsburgh
an(?i the Pauline Auberly Foundation be dropped? Is that a possibil-
ity?

Ms. GREEN. Yes, it is a possibility. And when we looked at the
terms used for the 1986 criteria it did raise some concerns because
we wouldn’t know how to distinguish between certain areas. Some
of the terms that are used are needy versus poor and indigent.
How do you identify persons otherwise in need of social adjustment
which is in there?

So that’s what I'm referring to as a gray area. Without a defini-
tion of needy, organizations such as the Ronald McDonald House
or YMCA or Points of Light who—it’s very unclear whether they'd
be eligible or not. And the U.S. Olympic committee and the 4-H
groups would not be eligible. So, again, we would have to be very
specific.

Mr. MAasSCARA. While I do not agree philosophically and
idealogically with some of the groups you have qualified who par-
ticipate in the checkoff, I am just wondering do these organizations
have to qualify under the Internal Revenue Service Code to be a
charitable organization? Must they all be qualified to participate?

Ms. GREEN. They must qualify to be 501(c)(3) organizations.

Mr. MASCARA. So then we are not questioning the fact that they
should be on the list because they have been qualified by the Inter-
nal Revenue Service?

Ms. GREEN. That'’s correct. We are not questioning that.

Mr. MASCARA. So maybe there are some things wrong. And I
haven’t seen any specific numbers, and I come from an accounting
background-—as a former accountant—and I'd like to take a closer
look at these costs. It seems almost incomprehensible that it would
cost 25 percent of the total amount that is raised, or was raised
last year, to operate a charitable checkoff—25 percent. That sounds
like a lot of money—$50 million. I mean, can we get some figures,
Mr. Chairman, from GAO or from OPM?

Mr. MicA. Mr. Mascara, just in response to your question, if you
would yield.

Mr. MASCARA. Sure.

Mr. MicA. We do have the 1988 report from OPM, which is prob-
ably the most extensive study. And, again, we have a dispute be-
tween the current Deputy Director and the facts that were pre-
sented there. I did quote the estimate from that report. She bases
her calculations on a different set of assumptions.

Mr. MascarA. Well, according to the information I have, we are
talking about some kind of indirect cost. Because the information
I have, the direct costs are in the neighborhood of three-quarters
of a million dollars and not the kind of money that we are talking
about here. Who is extrapolating the numbers to come up with this
$50 million?

Mr. MicA. Even the administration and OPM has calculated the
expenses at $22.1 million, which is 11 percent cost. Again, there is
a difference of opinion on what the cost is, and one of the purposes
of this hearing is to try to determine what the real costs are.

Ms. GREEN. Sure.
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Mr. MicA. But by their own testimony here today they have testi-
fied that it is 11 percent, and $21.2 million is their best guess-
timate today. I question that, because in 1988 they had a larger
figure and I have not seen the cost of anything in government or
business go down in that timeframe.

Thank you.

Ms. GREEN. We do feel—-

Mr. Mascara. You want to explain the $731,000 you were talk-
ing about?

Ms. GREEN. Let me just start, and I will let Ms. Hall complete
the thought on that.

I do want to state again that our figure is a very generous
amount. It is our best estimate. But we also are reluctant to say
that an employee’s time spent on CFC is not time spent working
for the government—because we don't feel that every hour they
spend on CFC is not a productive hour. And the $55 million to $60
million figure in the 1988 study certainly exaggerated the value of
the employees’ time. They utilized many more key workers in their
estimate and also a higher grade level which we have not been able
to substantiate.

Ms. Hall.

Ms. HALL. The difference in our two costs is that the first
amount, the approximately $730,000, are the direct costs for my of-
fice, the IG audits and the compliance reviews. Those are the ac-
tual costs of appropriated funds.

The estimated amount-—the remaining amount which was com-
pared to the $50-$60 million amount—is based on the value of
time for people who participate in and support the campaign. And
the difference is not that the costs went down over the years but
the assumptions that were made in 1988 resulted in exaggerated
amounts.

And that is because they used the national capital area, which
is a unique campaign unlike most of the current 435 campaigns.

In addition, back in 1988 there were approximately 536 cam-
paigns, so that required more workers. The LFCC’s, the local Fed-
eral officials who make eligibility determinations, there were more
of them because you had more campaigns.

In addition, they assumed high grade levels. We know that the
key workers, the people who pass out the pledge cards, are rel-
atively low-graded employees. They assumed a grade level of a GS—
9.

Even our numbers are generous. We assumed all employees on
LFCC’s were at a grade level of GS~15. And we know, nationwide,
there are not that many G5-15’s. So our numbers are a very good-
faith effort to come as close as possible to accuracy, and we've ex-
plained all the distinctions.

Mr. Mascara. Well, the CFC task force report of 1988, says it
is impossible to quantify precisely the dollar amount of that sub-
sidy. And I guess it’s my training—I'm not from Missouri. I'm from
Pennsylvania. Show me. I want to see. Someone has to show me.

We have a tendency and proclivity to throw numbers around
here in DC. Even as a new Member, I learned very early on to
watch out. Someone will say $10 billion or $15 billion; and when
you ask about it, it is really not $10 or $15 billion. It is this or that.
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I'm not saying, Mr. Chairman, that we don’t need some reform,
that we do not need to look at this very closely. I'm just saying that
when we make a decision, at least when I make a decision, I want
to make a decision that is informed and is based upon fact rather
than someone saying it cost $55 million to $60 million in order to
gperate the campaign. So I am going to be looking for some num-

ers.

I thank you. That concludes my questioning.

Mr. Mica. I thank the gentleman.

Another member of our panel has arrived, Mrs. Morella, the gen-
tlewoman from Maryland, and I would recognize her for opening
statement or questions or any combination of the above. Welcome.

Mrs. MORELLA. Thank you very much, Mr. Chairman.

I have looked forward to this hearing, and I want to thank you
for calling it. Because there has been a lot of concern about the
CFC, and I have certainly heard from a lot of people with regard
to the whole question of whether or not there should be some
changes made. I had thought about sending the correspondence to
the chairman, stamped respectfully referred to Chairman Mica, but
I think we will learn a great deal from this hearing.

My opening statement is more lengthy than some of the com-
ments I want to make before I ask a question of Ms. Green.

Actually, the continuous improvement of governmental programs
and policies is playing a very vital role in keeping our government
responsive to the people. But the saying, if it ain’t broke, don't fix
iI~tI’ I think still has relevance even in this government, even in this

ouse.

I can’t see that, really, the CFC is broken. In fact, I see a very
healthy and successful program, where charitable contributions are
approximately $200 million a year, where administrative costs for
participating charities are low, where work flow interruptions are
minimal, and where 100 percent of the designated donations go to
the charities of choice. I want to emphasize—charities of choice.

As issues have grown more complex, the CFC, like any successful
program and organization, has evolved from its embryonic state in
the 1960’s. And yet it stands as a symbol of goodwill, and that’s
something that we shouldn’t lose sight of in this discussion. The
funds collected through the program have been instrumental in as-
suring that children receive quality educations and less fortunate
individuals receive food and other needed services.

I wanted to also point out the restriction—the restricting of CFC
eligibility raises another issue that troubles me. It presupposes
that Federal workers cannot and should not make their own deci-
sions in selecting charitable organizations. As you know, I have im-
mense respect for Federal workers. I have seen the faces of those
who have contributed to CFC. I have shared their pride in receiv-
ing Eagle awards for contributions of 1 percent of their salaries.

These are uplifting experiences and, heaven knows, we need
them now more than ever. And even with all that has happened
to Federal workers and all that is proposed to happen, Federal
workers remain the most giving, the most resilient, the most pro-
fessional workers in the country; and I would have great problems
about the concept of their freedom of choice being limited in this
respect.
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So I know that the proposal is well-intentioned. I know we are
going to learn a great deal from it.

I would also point out that when Ms. Green said—or her col-
league mentioned—that there are very few GS-15s, that is, in fact,
true. And so I would certainly say that the GS-9 level, in trying
to figure out whether or not it’s $22 million, 11 percent, or whether
it is 25 percent, is indeed something that could be verified.

So as an opening statement, I think you know my direction, but
I am open-minded in terms of the issue at stake here.

[The prepared statement of Hon. Constance A. Morella follows:]



23

STATEMENT OF THE
HONORABLE CONSTANCE A. MORELLA
HEARING ON:

COMBINED FEDERAL CAMPAIGN:
LAWYERS AND LOBBYISTS VS. PEQPLE IN NEED?
SUBCOMMITTEE ON CIVIL SERVICE
JUNE 7, 1995

| would like to thank Chairman Mica for calling this
hearing -- and for the influx of mail and phone calls received
in my office since the announcement of his proposal to
narrow the scope of CFC eligibility. I’'m currently
contemplating the most appropriate way to -- thank him.
Maybe a rubber stamp labeled, "Respectfully Referred to
Chairman Mica," would be most civil.

Nevertheless, here we are discussing the "Combined
Federal Campaign: Lawyers and Lobbyists vs People in
Need?" Clearly, "people in need" and "lawyers and
lobbyists" are inextricably linked to one another. But, that is
a debate for another day. Today, my concerns are for the
CFC program, Federal workers, and taxpayers.

The continuous improvement of governmental programs
and policies is playing a vital role in keeping our government

responsive to the people. But, the saying, "if it ain’t broke,

don’t fix it," still has relevance, even in this Government,
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even in this House. | don‘t see the Combined Federal
Campaign as being broken. In fact, | see a very healthy and
successful program, where charitable contributions are
approximately $200 million a year, where administrative
costs for participating charities are fow, where workflow
interruptions are minimal, and where 100 percent of the
designated donations go to the charities of choice. [ want to
emphasize -- "charities of choice."”

As issues have grown more complex, the CFC, like any
successful program and organization, has evolved from its
embryonic state in the 1960’s. Yet, it still stands as a
symboi of good will, and that is something we should not
lose sight of in this discussion. The funds collected through
the program have been instrumental in assuring that children
receive quality educations and less fortunate individuals
receive food and other needed services.

I’'m very concerned that if we limit the scope of
eligibility, thereby limiting the option of payroll deductions,
this could have a negative financial impact on all charities,
including those that would remain in the Campaign. A Yale

study concluded that employee morale and giving increased
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when charitable drives were opened up to more charities. In
addition, payroll deductions play a significant role in an
employee’s ability and willingness to give. It is easy to say
that Federal workers should "...place their contribution in an
envelope and drop their checks in the mail,” but the truth is
this will not happen, and the repercussions are modest
donations and failed programs.

There are OPM regulations that outline the requirements
for being CFC eligible and IRS regulations that outline
requirements for being considered a public charity. If
organizations are outside this scope, they should scale back
or face being removed from the program. We should not
seek additional legislation. We should merely enforce the
laws and rules that are currently on the books.

Regarding the issue of subsidizing "advocacy groups”
with taxpayer money, James B. King, Director of the Office
of Personnel Management, the agency which oversees the
CFC, explained that the costs {staff time) to taxpayers are
essentially fixed costs and "...are the same whether we have
10 organizations participating in the CFC, 100 participating

or more participating.” Director King also mentioned that the
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costs of adding new organizations are marginal. We have
not seen any detailed costing of these claims by OPM, but I
would assume Deputy Director Green, who is here today, will
provide this information.

The restricting of CFC eligibility also raises another issue
that troubles me. It presupposes that Federal workers cannot
{and should not) make their own decisions in selecting
charitable organizations. As you know, | have immense
respect for Federal workers. I've seen the faces of those who
give to CFC. I've shared their pride in receiving Eagle awards
for contributions of one percent of their salaries. These are
uplifting experiences. And even with all that has happened
to Federal workers and all that is proposed to happen to
them, Federal workers remain the most giving, the most
resilient, and the most professional workers in the country.
And, | do not want their freedom of choice limited in this
respect.

In addition to denying the rights of Federal workers to
give to the organizations of their choice, modifications to

program eligibility could exclude hundreds of organizations
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that provide services to the most needy "people in need” and
worthwhile groups and programs in the country.

So what kind of message are we, as lawmakers, giving
the parents of school children, the hungry, and the people in
need with this proposal? Of the hundred or so letters and
phone calls received in my office, none of them were in favor
of changes to the CFC. The phone calls suggest, "What's
next? They’re cutting pensions, education, and medicare.
Now, they're going after charities."

1 know and respect Chairman Mica, and | believe his
proposal is well-intended. However, we should be promoting
service to others and encouraging giving. The perception this
proposal gives too many, including my constituents, is the
contrary.

Mr. Chairman, let’s rethink this proposal while there is
still time.

This concludes my statement. | look forward to hearing

from the witnesses.
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Mrs. MORELLA. And I guess I would like to ask Ms. Green, do
you know if private-sector organizations place limits on the kinds
of charities that their employees can give to? And, if so, how are
these drives working?

Ms. GREEN. No, I'm not aware that there are limitations. I do
know that we're used as an example—the CFC is used as an exam-
ple—of a successful workplace campaign, and the trend now is to
be more inclusive, to give more choices to employees. So, if any-
thing, I see that we’re being modeled.

Mrs. MORELLA. If we limit CFC eligibility, would you like to spec-
ulate on what you think the ramifications would be? Would dona-
tions, for instance, go up for the remaining charities that are on
the list? Would they go down? Would the removed charities suffer
reductions in Federal worker contributions? Will we be back in
cgur:)t? I mean, what ramifications do you see of further restricting
this?

It’s interesting, because when you mentioned from 1988 in your
testimony we are now down to 435, which is the exact membership
of the House of Representatives—whether that has any connection
or not, it just seemed interesting.

Ms. GREEN. Taking your latter statement first, yes, we would
probably be back in court; and we would also probably have some
resentment among Federal employees. The indication is that we
would because we would be limiting their choice. It also wouldn’t
save money.

Again, talking about the time that it takes Federal employees to
run the Combined Federal Campaign, the amount of employees’
time that’s spent wouldn’t matter if it was 100 or 1,000 charities.
We think we would see some downswing in the Combined Federal
Campaign if there was more limitation.

Mrs. MORELLA. And you don’t think there would be a significant
reduction in the costs of implementing the program.

What is the percentage of individuals who give to CFC? You
know—you know, the ones who use the payroll deductions.

Ms. GREEN. The payroll deduction of 88 percent of employees
who give——

Mrs. MORELLA. Eighty-eight percent.

Ms. GREEN [continuing]. Eighty-eight percent of employees who
give. Approximately 50 percent of the workforce gives and 88 per-
cent of those who give, give in payroll deduction.

Mrs. MORELLA. Would you not say, looking around at other pri-
vate sector organizations, that that is a pretty high percentage?

Ms. GREEN. It is high.

Mrs. MORELLA. Both of giving as well as payroll deductions?

Ms. GREEN. It certainly is. It’s very high.

And just using my own personal experience, having an Eagle pin
myself—if it wasn’t for payroll deduction, I probably wouldnt have
that Eagle pin. And I think we would see that throughout the
country in Combined Federal Campaigns.

Mrs. MORELLA, Have you received any comments in your office
about Chairman Mica’s proposal?

Ms. HALL. Yes. I certainly did; and, obviously, a number of the
panelists who will be speaking after us provided their comments.
We received phone calls from outside campaigns, from Federal em-
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ployees, asking about the status: “What’s going to happen? How
will this affect the 1995 campaign? It’s a terrible thing. We want
choice.” That kind of thing.

Mrs. MORELLA. Have you received any in support of his proposal?

Ms. HaLL. No, I have not—to date.

Mrs. MORELLA. Thank you. Thank you, Mr. Chairman.

Mr. MICA. I thank the gentlelady. I also thank her personally for
not sending me any of her correspondence or communications in re-
gard to this hearing or this matter. I have plenty to deal with only
my own.

Again, my intent is not to disrupt charitable giving but to look
at what we are doing and how this has mushroomed into a verita-
ble grab bag for anyone who can latch onto this Combined Federal
Campaign.

A couple of things concern me. One, we may dispute the amount
of money: You say $22.1 million. This OPM report says $55 million
te $60 million. There’s even a survey done by Business Week or
Forbes that when 20 different CPA’s are given a tax return, I don’t
think any 2 of them come up with the same conclusion in their an-
nual report; all with defined terms. There can be disputes at how
you arrive at figures and calculations even in this exercise.

The question I have is regarding the groups that are supported
by taxpayer dollars. And even if it is 50 cents or $1, do you think
it’s right, Ms. Green, that these advocacy groups be supported by
your efforts?

Ms. GREEN, Well, I guess that I would have to say, Mr. Chair-
man, that all of the charities that we have in the Combined Fed-
eral Campaign are eligible. Our job is to determine that they are
eligible for participation and that they have met all of the stand-
ards, all the criteria to participate. We’re not making a distinction
between charities.

Mr. MicA. You're just following the rules and the law as they
now exist.

Can you tell me if participation is actually increasing or decreas-
ing with the increasing number of organizations coming in to qual-
ify as eligible for participation?

Ms. GREEN. The number of Federal employees who are partici-
pating in the campaign——

Mr. Mica. And the amounts of money given.

Ms. GREEN [continuing]. And the per capita giving is remaining
steady and, in fact, is going up.

Mr. MicA. But the actual participation since 1965 is dramatically
decreasing, isn't it?

Ms. GREEN. Participation has been decreasing since the cam-
paign started, but people are being more generous.

Mr. MicA. In 1965, we had this one-page list; and we had an
80.7-percent employee participation ratio. Now we've got this cata-
log of thousands of eligible groups, and we are down to 47.9 percent
of tl;e employees, and we have seen a steady decline. Is that cor-
rect?

Ms. GREEN. Yes, I would concede that. But we do have something
with us today I would like to share with you which is a chart that
shows that per capita giving has been increasing and has not been
affected by the number of charities that have been participating.
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Mr. MicAa. We actually have fewer people participating but a
larger per capita—is that adjusted for inflation?

Ms. GREEN. Yes, it is. Yes, it is.

Mr. Mica. OK. One of the things that concerns me is, I partici-
pated recently in a program relating to this matter, and one of the
advocates on the other side said that there are literally hundreds
of thousands of eligible organizations that can qualify under exist-
ing criteria and, in fact, felt that they should be participating.
Which means that you would basically be publishing a catalog the
size of the Washington telephone directory by the time we get
through this. Is this true that there are hundreds of thousands of
501(c)(3)'s that could qualify for this?

Ms. GREEN. There are. There are quite a few 501(cX3)s who
could qualify, and the telephone book would probably be the size.

Mr. Mica. It could end up the size of a telephone book?

Ms. GREEN. Yes.

Mr. Mica. In fact, I think we have 489,891 501(c)}(3)’s.

Ms. GREEN. Yes.

Mr. Mica. That could end up almost a half a million, and most
of those would be eligible under current definitions?

Ms. GREEN. I am not sure that most of them would be eligible
under current definitions. Certainly, we have some new regs that
are coming out.

Gerri, if you want to respond.

Mr. Mica. The other thing I asked you about before was the ad-
vocacy groups. And I begin to wonder about some of these
nonhuman health and welfare groups—for example, the National
Wild Turkey Foundation, the Rocky Mountain Institute, the Save
Energy Communications Council, the Center for Investigative Re-
porting—well, maybe we should keep that one.

And if Dr. Kevorkian established a 501(c)(3), he also might qual-
ify under some of your current definitions, is that correct? Is that
appropriate?

Ms. GREEN. No, I don’t think so. We have pretty strict eligibility
standards and criteria. And unless an organization can show that
they affect the health and human welfare they will not be admit-
ted. So there are quite a few 501(c)(3)’s who would not be admitted.

Mr. Mica. Including the groups like the Safe Energy Commu-
nication Council. They do qualify

Ms. GREEN. I'm not sure.

Mr. Mica [continuing]. Under the current criteria?

Ms. GREEN. I'm not sure about that particular organization.

Mr. MicA. They are listed—so they must qualify.

Well, there are basically two ways I think that we can bring
about some positive changes to this—and one is by rulemaking and
some changes in procedure.

Today, you have testified that you would support publishing or
some disclosure of who is getting what and that you might look at
supporting some adjustments in the cost to the taxpayer for some
of these funds—even if we can’t agree today on what they are. You
are not willing, however, to get into any changes in definition or
eligibility, is that correct?

Ms. GREEN. That’s correct.
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Mr. Mica. Well, again, I hope we can work with you in this re-
gard because I would like to bring about some positive changes,
particularly as we deal with the definition of the advocacy groups
involved and, also, the nonhuman health and welfare groups that
have latched on to this taxpayer-financed activity.

With that, Mr. Mascara, did you have any additional questions?
I would yield.

Mr. MasCARA. Yes. Thanks, Mr. Chairman.

I believe the answer or response to the gentlelady’s question re-
garding the use of public funds, even if some of the charities were
cut, wouldn’t that be so, regardless of the number, that there still
would be Federal dollars used to collect those funds?

Ms. GREEN. Yes. There would still be Federal dollars.

Mr. MascaRA. So if you cut 100 or 200 out of the list it would
still be Federal dollars used.

Ms. GREEN. Yes.

Mr. MASCARA. So that there would still be a subsidy from the
Federal Government to the program.

Ms. GREEN. Well, it would be the direct costs, again, of the CFC
office and then the indirect fixed costs of employees’ time.

Mr. MASCARA. And one last question in reference to the chair-
man’s question of a certain agency with a name maybe that doesn’t
indicate that they do health and human services type activities.
You can’t identify from the name what they do.

Ms. GREEN. That'’s correct.

Mr. MASCARA. And then the determination of them being a tax-
exempt organization, someone would scrutinize the application to
participate to verify that they did, in fact, engage in those kinds
of activities that would qualify them.

Ms. GREEN. That’s correct. And meet all other criteria, yes.

Mr. MasCARA. OK. Thank you.

Thank you, Mr. Chairman.

Mr. Mica. I thank the gentleman and would now like to yield for
additional questions to the gentlelady from Maryland.

Mrs. MORELLA. Thank you very much, Mr. Chairman.

You know, I don’t think it’s easy for an organization to become
part of the Combined Federal Campaign. I've had some examples
from constituents with regard to educational institutions where it
has taken them the longest time, most diligent effort to try to point
out their eligibility.

Second, after that has been established and if they are lucky,
they are part of this. And these are legitimate educational institu-
tions.

Those people who are giving are giving for that organization,
those special organizations, who have said to me that if that orga-
nization is removed they are not going to give to the Combined
Federal Campaign or they will significantly reduce the amount.
When you say per capita donations have increased, that they will
reduce that amount so they can continue perhaps to give to that
organization or give some of it. Is that a typical kind of response?

Ms. GREEN. Yes. I think it is. And one of the reasons why we
have the brochure and all the information we give employees is we
want them to be informed and we have a description of charities
that they can give to. And our indication is that they enjoy going
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through there, reading, seeing what various organizations can do.
Because some of the names are very misleading and some of them
are doing very good work in the health and human welfare arena.
So the answer is yes.

Mrs. MORELLA. I just think it would stand to reason that they
would reduce the kind of contribution they give if their particular
charity or educational institution—health and human services in-
stitution isn't on there.

But I also wanted to emphasize that it ain’t easy to become one
of those beneficiaries. You have to work very hard to point out your
qualifications.

Ms. GREEN. That's correct.

Mrs. MORELLA. Thanks. Thanks, Mr. Chairman.

Mr. MicaA. I thank the gentlelady.

And now I would like to yield to the ranking member of our sub-
committee—he has just joined us—for either an opening statement
or questions or any combination of the above.

Welcome, Mr. Moran, our ranking member.

Mr. MORAN. Well, thank you very much, Mr. Chairman.

We had a little press conference on a piece of legislation that I
hope all of my colleagues are going to sign on to with regard to vio-
lence, sex, and vulgarity on television screens. And I know that
this is something you are opposed to and sounds like—

Mr. MicA. I'm glad that had nothing to do with this hearing.

Mr. MoRraN. Not at all. Nor anything to do with your own private
lives. But I just wanted to alert you so that there will be no ques-
tion that you knew about it.

Mrs. MORELLA. I thought you said vulgarity in Bulgaria.

Mr. MoRAN. No. That'’s international relations.

Anyway, I apologize for not being here earlier. This is an issue
that, while it is not necessarily a national issue, it certainly is im-
portant for Federal employees. And I do think it is terribly impor-
tant that Federal employees have the means to contribute as they
do in significant amounts to voluntary charitable efforts.

I have been associated with the United Way for a long time, and
so I have watched this issue and been interested in it for a good
deal of my time down here in Washington, particularly.

You know, I was kind of shocked at a couple of things.

One was Mr. Armey’s letter, the Majority Leader, who appar-
ently wrote to corporations on what appeared to be official station-
ery about his desire to defund the left and tied it in to this CFC
thing and how he is upset about the nonconservative and non-Rush
Limbaugh type of organizations. For the life of me, I couldn’t see
the connection here until I noticed the Sierra Club is on this. Is
tlgis something that disturbs Rush? Maybe that’s what it is all
about.

But I was a little taken aback about the letter that was reported
in Roll Call, and I think it was in the Post and other places. It
caused some of us to look at the list of organizations that are on
this list. I didn't see the SDS or any of the groups that used to be
considered threatening groups, but I saw for the most part pretty
maingne organizations, although there are some that were ex-
pected.
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Is it true that the National Right to Work Committee is actually
a recipient of this stuff? It is. Well, so there seemed to be some rea-
son for reform.

And I would hope that we would proceed with an interest in con-
structive reform for what the Combined Federal Campaign does
but that we would proceed on the basis of factual information on
the most objective and constructive a basis as possible.

One of the facts that would be useful is how many complaints
have actually been registered about the CFC other than the visible
one from Mr. Armey. Can Ms. Hall or Ms. Green address that? Is
that appropriate to ask them? How many complaints do you get
about the CFC?

Ms. HaLL. We receive very few complaints.

We did a search in terms of our office to see what kind of issues
come in both in our immediate office and in our congressional rela-
tions office. And the types of complaints we actually receive, albeit
few, have to do with the inclusion or exclusion, normally, of a given
organization. A particular organization applied and was denied,
and someone complains that she should have been let in. But we
receive very few complaints, certainly during Ms. Green’s tenure,
regarding the program itself and the criteria.

Mr. MORAN. And you have pretty much taken the attitude the
more the merrier in terms of inclusion on the list. How many peo-
ple contribute to the Combined Federal Campaign?

Ms. HALL. Fifty percent of the Federal employees that are solic-
ited contribute.

Mr. MORAN. So we are talking about over a million people.

Ms. HALL. Yes.

Mr. MORAN. About how many complaints do you get in a year?

Ms. HALL. The complaints are very few. We get less than—Iless
than 20 a year going back the last 3 years.

Mr. MoRrAN. So that is so few, that is a point zero, zero, zero.
That’s infinitesimal compared to the number of people who partici-
pate. So this is not something that is a major problem, apparently,
from the participants.

But we ought to look at it, and I suppose we ought to consider
whether there is any real subsidy in terms of taxpayer support sub-
sidy. I can’t imagine that the participants have too much problem
in terms of the inclusion or exclusion of organizations since you
have got so many that run the gamut from the right to the left
idealogically and cover just about every conceivable human need
that you can imagine. So I don’t know why they would be complain-
ing about that.

I guess we need to look at what kind of indirect and direct sub-
sidy might be provided this. But I can't imagine it’s very substan-
tial. And I do know that the amount of volunteer work that is fi-
nanced, the amount of charitable contributions that go to well-de-
serving organizations is significant.

And, in fact, if we did not have the Combined Federal Campaign
1 know, for one, this Washington metropolitan area would not be
as fine a place to live as it is and that a lot of people would suffer
as a result, people who are dependent upon the charity, the com-
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passion, the commitment to community that Federal employees
have and express through the Combined Federal Campaign.

So, with that, Mr. Chairman, you want to go back to the proceed-
ing of the hearing in the way that you had planned?

[The prepared statement of Hon. James P. Moran follows:]
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Statement of Represantative James P. Moran
on "Lawyers & lLobbyists v. Pacple in Naed®
Hearing before the Subcommittee on Civil Sarvica
Juns 7, 1998

Mr. Chairman:

I appreciate your having this hearing today. I must admit
that I waa concerned whean I read in the National Journal of an
effort to "defund the left" that was allagedly being carried out
bi the Majority lLeader office. I am pleased that this hearing
will focus on the pros and cons of the current program rather
than on an ideological effort to sileace organizations in which
we may not believe. el

Bach year, when I flip through the CFC participating™ -
charities list, I see organisations that make me wonder how in
the world they got on tha list and vho would contribute to them.
I imagine most federal employees feel the same way when they look
over the 1ist and the organizations on the *absurd" list vary
from employees to employee. And I imagine that every year
thousands of employees in the federal goverument, indeed hundreds
of thousands of employees, make the same decision I do. They
choose not to contribute to the organizations in which they do
not believe.

But some employses do give to the National Right to Life
Committee. Some give to the NAACP Legal Defsnse Fund. Thisg is
their choice. It is ironic, that at a time when the Congrese as
a8 whole is pushing for freer markets and less governmant
regulation, some are trying to restrict a faderal employee's
freedom of choice and regqulate tha charities to which they can
contribute.

The current regulations govarning participation in the
Combined Pederal Campaign are more than effectivae., They allow
only bona fide 501(c) (3) charities to participate. They require
that the charities spend less than 25% of their incoma on
Administrative costs. And they require that the charities
provide human health and welfare services, benefits, assistance,
or program activities.

It has been said that soma of the charities in the CPC are
counter to the philosophy of goma taxpayers and, thersfore,
should not be included im-the CFC. This argument is based on the
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agsumption that taxpayers f0hd the CFC.

In truth, taxpayer monay is only used to pay the dirett cost
of the administrative offices within OPM. This ¥a only §750,000
per year. The other "cost" of the program is the indirect costs
assoclated with federal keyworkers volunteering to assist the
program by passing out information and collecting pledges. To
agk this Congress to assume that this volunteer work coste the
faderal taxpayer more than $55 million per year is to require us
@vallow a number of inaccurate amgumptions. Most ludicrous of
these is the assumption that employees who act as keyworkers do
80 at the expense of their other work -- that momehow tha 8 hours
thay spend on the CFC per year reduces the work they are doing
for the federal taxpayersa. Thim may seem feasible on an
accountant's ledger but it does not happen in the real world.

Furthermore, we would not be saving any money if we
restricted the CPC, The direct administrative cost would
presumably be the same although there may a reduced workload.

Tha indirect costs would also remain. The kayworkers would still
have the same respongibilities and demands.

Mr. Chairman, the Combined Federal Campaign works well. It
helps federal employeas contribute to charities. It helps the
federal government limit tha charity campaigne in the federal
workforce, and it helps the charities. I hope this subcommittes
will not endanger this successful program, and open the door to &
number of lawsuitg, to appease those who are upget bacause scms
fedexal exployeesm are giving to liberaml organizations.
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Mr. MicA. Well, thank you, and we welcome your comments.

Just in response, we do have the statistics on the number of peo-
ple who participate. It is down now to 47.9 percent from when it
originally began as a charity drive. In 1965, 88.7 percent of the
Federal employees participated.

So we are looking at all the aspects of what is going on with the
campaign; and, hopefully, we can improve its charitable giving and
participation. And it does have many worthy aspects.

Again, we thank you for your opening comments, Mr. Moran.

Do any other members of our panel have any additional ques-
tions for our two witnesses? If not, we do have plenty here to chew
on so we will thank you for your participation. We may have some
additional questions that we would like to submit to OPM, and we
look forward to both your voluntary and your forced participation
in the process.

Thank you, and you are excused.

And now, I would like to next call our second panel.

In our second panel we have Dr. David O’Steen, executive direc-
tor of the National Right to Life Committee. We have Mr. Michael
R. Howland, president of the Independent Charities of America;
Mr. Don Sodo, executive director of the America’s Charities; Capt.
James W. Hollenbach, Christian Service Organizations of America;
and Mr. Charles Stephen Ralston, senior staff attorney at NAACP
Legal Defense Fund.

If you gentlemen would come up and assume the positions with
your nameplates there, I ask you to please stand. It is the custom
of this subcommittee and our full committee because of the nature
of our work to swear in our witnesses, so if you would stand and
raise your right hand.

[Witnesses sworn.]

Mr. MicA. Thank you. We welcome you to the committee. And let
the record reflect that the witnesses answered in the affirmative.
We will start immediately.

Mr. O’Steen, as soon as you are seated here, we will call on you,
and will work right down the panel. Thank you so much for partici-
pating. Dr. O’Steen, go right ahead.

STATEMENT OF DAVID N. O’'STEEN, EXECUTIVE DIRECTOR,
NATIONAL RIGHT TO LIFE COMMITTEE; MICHAEL R.
HOWLAND, PRESIDENT, INDEPENDENT CHARITIES OF
AMERICA; DON SODO, EXECUTIVE DIRECTOR, AMERICA’S
CHARITIES; JAMES W. HOLLENBACH, CHRISTIAN SERVICE
ORGANIZATIONS OF AMERICA; AND CHARLES STEPHEN RAL-
STON, SENIOR STAFF ATTORNEY, NAACP LEGAL DEFENSE
FUND

Mr. O'STEEN. Right. Thank you. I'm David O’Steen, executive di-
rector——

Mr. Mica. If you have a lengthy statement, we will be glad to
make it part of the record. If you could summarize it, we would ap-
preciate it so much. Thank you.

Mr. O’'STEEN. Yes. I'm David O’Steen, executive director of the
National Right to Life Educational Trust Fund. And, first, I had
like to express my sincere appreciation to the chairman for the
ability to speak with you here today and to the committee.
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I also have been asked to say that I am representing the views
of the Free Speech Coalition, which is an organization that rep-
resents a wide number of groups on both the right and the left.
And I would qualify that not—of course, not all of my remarks
could be attributed to all of the members of the Free Speech Coali-
tion.

I am speaking in opposition to the proposal to remove charities
which are considered to be advocacy organizations from the Com-
bined Federal Campaign.

The National Right to Life Educational Trust Fund has experi-
enced great support within the campaign since it was opened up
in the 1980’s. In the past five completed campaigns, we have re-
ceived a total of a little more than $2.4 million from Federal em-
ployees. This has not only benefited our national efforts but local
right to life education as well since we rebate about half of our net
proceeds to State right to life educational organizations.

Recent statistics indicate that the abortion rate has fallen signifi-
cantly. We believe that is good news. We believe as the Nation's
largest right to life educational organization that we have played
a major role in saving hundreds of thousands of human lives.

We provide scientifically accurate educational literature and ma-
terials which discuss the development of the unborn baby, alter-
natives to abortion, promote adoption, et cetera. Speakers from our
affiliated chapters use anatomically correct fetal models to dem-
onstrate fetal development.

In speaking with high school classes in the past, I've often asked
students to write me a note anonymously at the end of class telling
me what they thought of the presentation. I have received a note
back saying, I'm pregnant. Before you came here I was going to
have an abortion. Now I'm going to have my baby.

Other speakers of ours have had very similar experiences. What
greater health service can be provided a prenatal child than life
rather than death? This is the service we provide when we help a
woman decide in favor of live childbirth.

Obviously, many Federal employees agree and want to support
our services in the campaign. Those who do not are free to support
other organizations they deem more important.

Yet the NLR Educational Trust Fund seems certain to be elimi-
nated as an advocacy group under the proposed rule change.

Ironically, our chief ideological adversary, Planned Parenthood,
would surely remain in the campaign under the proposed changes.
They provide what is currently considered a legal medical service.
They are the largest provider of abortions in the Nation.

This example illustrates, I think dramatically, the essentially in-
surmountable difficulty in the Federal Government trying to decide
for the Federal donor what charities are worthy of their support
and which are not. Many Federal workers believe Planned Parent-
hood’s services are more valuable and wish to donate to them.
Many others believe ours are and wish to donate to us.

If it is their own money, shouldn’t they be the ones to decide
where it goes?

This also shows the problem with the argument that so-called
advocacy organizations should be eliminated because some object to
their work. Planned parenthood, we believe, will undoubtedly re-
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main in the campaign, and many will object to their work. There
are groups that essentially everyone supports such as Mothers
Against Drunk Driving that probably will be eliminated.

Now, two reasons have been put forward for eliminating so-called
advocacy groups—one, that the Federal Government subsidizes the
CFC; and, two, that the Federal Government should not be subsi-
dizing advocacy organizations.

First, I think, as I've indicated, it’s very difficult to determine
what is and is not advocacy. If a disease organization, say, involved
in cancer promotes a certain lifestyle as a means of prevention, is
that forbidden advocacy or advocacy that should be restricted?

Our promotion of childbirth and adoption is advocacy to some. To
others, it is the most important prenatal health service that could
be provided to the child. So advocacy may largely be in the eye of
the beholder.

All charities in the CFC are limited by IRS regulations strictly
in the amount of lobbying they may undertake, and we believe this
is a much more proper and precisely defined restriction than the
much more ambiguous concept of advocacy. And, of course, all
501(c)}3)'s are forbidden any partisan political activity.

Second, charities in the CFC are not subsidized in the way one
normally thinks of a subsidy. The moneys we receive are directly
given by the donors. It is their own funds. The subsidy primarily
amounts to the time Federal employees spend conducting the cam-
paign, attending kickoff sessions, et cetera, and we don’t believe
that’s going to be reduced at all by reducing the number of char-
ities. Even if the number is reduced in half, the same amount of
taxpayer dollars will be spent.

But we believe the proposed changes, ironically, will increase
taxpayer costs because there will be more costs involved on an on-
going basis, and more time spent in determining who is eligible
and who is not, on determining whether or not an organization has
engaged in an improper amount of advocacy and in dealing with
the inevitably large number of appeals from threatened charities.

Currently, there is great emphasis within the public and within
Congress on reducing the costs and size of government and reduc-
ing the degree of government interference in the economic lives of
individuals. In that context, it seems to be going in the wrong di-
rection to increase the cost to the CFC, increase the regulations in-
volved in the CFC, primarily for the purpose of restricting how the
Federal employees can give their own money and to what charities
and for what purpose.

We believe the Combined Federal Campaign is currently func-
tioning very well, and we respectfully request that you reject this
proposed change.

Mr. Mica. We thank you for your testimony.

[The prepared statement of Mr. O’Steen follows:]
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I am David O’Steen, Executive Director of the National Right
to Life Committee and of the National Right to Life Educational
Trust Fund. I appreciate the opportunity to speak to you today.
I am speaking in opposition to the proposal under consideration to
remove charities which are considered to be "advocacy"
organizations from the Combined Federal Campaign.

As you know, the CFC is the annual national effort to solicit
tax-deductible charitable contributions from federal military and
civilian enmployees. The tens of millions of dollars that they
generously donate each year is an excellent example of individual
empowerment at its best. Currently, individual federal workers are
free to select from a very wide variety of charities and decide for
themselves to what organization and type of service they wish to
give their own money through workplace giving.

Federal legislation in the - late 1980s opened up CFC
eligibility to many more charities by -- among other things --
preventing imposition of any ideological eligibility reguirements.
Charities currently have to demonstrate that they fulfill objective
criteria, such as having 501 (c)(3) tax status, filing a federal
tax return and annual report, limiting fundraising costs and so
forth. Federal employees have responded to this open approach by
choosing to direct millions of dollars in contributions to the
agencies let in under the broader rules and by greatly increasing
overall giving.

The National Right to Life Educational Trust Fund has
experienced great support among federal workers through the CFC.
During the past five completed campaigns (1989 - 1993) we have
received a total of $ 2,462,962 from the CFC. This has not only
benefitted our national educational efforts, but local right to
life education as well, since we rebate one-half of our net CFC
proceeds to state right to life educational organizations and
efforts.

Recent statistics indicate that the abortion rate has fallen
significantly. This is good news, and we believe, as the nation’s
largest right to life educational organization, that our services
have helped save hundreds of thousands of human lives. We provide
scientifically accurate educational literature and materials which
discuss the development of the unborn baby and alternatives to
abortion, such as adoption.

Speakers from our affiliated chapters across the country use
anatomically accurate fetal models to teach prenatal development.
In speaking to high school classes I have often asked students to
write me anonymous notes at the end of the presentation simply
letting me know what they thought. I have received a note back
from a high school student saying "I’m pregnant. Before you came,
I was going to have an abortion. Now I’m going to have my baby."
Other speakers have had similar experiences. What greater health

2
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service can be provided a prenatal child than life rather than
death. This is the service that National Right to Life Educational
Trust Fund provides when it helps a woman decide in favor of live
childbirth.

Obviously, many federal employees agree and want to support
our services through the Combined Federal Campaign. Those who do
not are free to support other organizations and services they deenm
more important. Yet, the National Right to Life Educational Trust
Fund seems certain to be eliminated as an "advocacy" group under
the proposed rule change. Since donations from the Combined
Federal Campaign account for about one-fourth of the National Right
to Life Educational Trust Fund budget, elimination from the CFC
would have a devastating effect on our services and the number of
lives we help save.

Ironically, our chief ideclogical adversary, Planned
Parenthood, would surely remain in the campaign under the proposed
changes. They provide what is currently considered a legal medical
service. Through their affiliates they perform more abortions than
any other entity in the nation.

This example illustrates dramatically the essentially
insurmountable difficulty inherent in the federal government
seeking to decide for the donor which charities are worthy of their
support and the money they give through the campaign and which are
not. Some of you, like some federal employees, may agree with and
wish to donate to Planned Parenthood. I’m sure others of you, like
other federal employees, feel our services are more valuable. If
it’s your money being donated, shouldn’t you be able to give it
where you wish in the campaign?

This also shows the problem with the argument that so-called
"advocacy” organizations should be eliminated from the CFC because
some object to their work.

Many Americans and federal employees object to the work of
Planned Parenthood, which seems certain to qualify as a "medical
service" provider. 1In fact, many, if not most of the organizations
that do qualify under the proposed changes have some who oppose
their work.

Conversely, the proposed changes seem certain to eliminate
some organizations that essentially everyone does support, such as
Mothers Against Drunk Driving. It will prove to be impossible to
eliminate all charities that someone objects to. To eliminate some
for this reason would be unfair, both to the charities and those
they serve, and to the federal workers who wish to donate their
money to them through the CFC.

Another reason that has been put forward for eliminating so-
called "advocacy" groups is that 1) the federal government

3
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subsidizes the CFC and 2) the federal government should not be
subsidizing "advocacy" organizations. We believe this argument is
faulty on two grounds.

First, essentially every charity advocates its cause and
services. If a disease organization, say, one involved with
cancer, promotes a certain lifestyle, i.e. a high fiber diet,
regular checkups, etc., as a means of prevention, does this
constitute forbidden or restricted "advocacy"?

The NRL Educational Trust Fund’s promotion of childbirth or
adoption is "advocacy" to some, but to others it is the most
important prenatal health service the child can receive, if the
alternative is death by abortion. Thus, "advocacy" may largely be
in the eye of the beholder. Under the current system the donor is
free to decide for himself, and we believe it should remain that
way. '

All charities in the CFC are limited by IRS regulations in the
percentage of lobbying they may undertake. We believe this is a
much more proper and precisely defined restriction, than the nmuch
more ambiguous and arbitrary concept of "advocacy."

Since all organizations within the CFC are 501(c)(3)
organizations, they are already forbidden to engage in any partisan
political activity.

Second, the charities in the CFC are not "subsidized" with
taxpayer funds in the way that most people think of when one speaks
of a government subsidy. All of the funds received by the NRL
Educational Trust Fund through the CFC are given by federal
employees from their own funds. We pay out of our proceeds a
proportionate share of the costs associated with the campaign for
items such as printing.

The "subsidy"™ cited as a reason for eliminating some
organizations from the campaign is the time on the job of those
federal employees who volunteer to assist the campaign in ways such
as soliciting contributions, and the time employees spend in "kick-
off™ meetings where participation is encouraged. This time and the
associated cost in labor hours will not change at all if the
targeted groups are eliminated. There will be no_taxpaver savings.

Rather, federal employees would continue to be encouraged to
give their money in the campaign. But for many federal workers the
charities they wish to donate their own money to will have been
eliminated.

In fact the proposed changes are sure to increase the federal
associated with the CFC. Surely, far more

federal employee hours will be required, on an ongoing basis, to
determine who is eligible and who is not, whether or not an

4
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organization has engaged in an improper amount of "advocacy", and
to deal with the inevitably large number of appeals to stay in the
campaign from threatened charities.

Currently, there is a great emphasis among the public and
within Congress on reducing the cost and size of government and
reducing the degree of government interference in the economic
lives of individuals.

In this context, it is not logical to increase government’s
regulation of, and cost associated with, the CFC in order to
severely restrict the ability of the individual federal employee to
give his or her own contribution, through workplace giving, to the
organization he or she wishes, for the purpose he or she feels is
most important.

The Combined Federal Campaign is currently functioning very-
well, and we respectfully request that you to reject the proposed
change in criteria for participation.
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Mr. MicA. I will call now on Mr. Michael Howland, president of
the Independent Charities of America.

Mr. HOWLAND. Mr. Chairman, distinguished subcommittee mem-
bers, thank you for this opportunity to testify.

The Independent Charities of America is an umbrella organiza-
tion consisting of 12 participating CFC federations. The Office of
Personnel Management has approved a total of 416 of our agencies
for participation in the fall 1995, campaign.

Independent Charities of America was founded by Federal em-
ployees in 1988 and, in fact, my own experience in chairing the San
Francisco Bay Area Combined Federal Campaign and the Federal
Executive Board, which oversees the campaign, led me to ICA ini-
tially as a volunteer. ‘

My CFC involvement suggests that the campaign should con-
tinue to serve the dual purposes it serves so well.

One, offer Federal employees the opportunity to give eligible
agencies their funds with a current penultimate freedom of choice,
efficiency and effectiveness that have made the Combined Federal
Campaign a model for workplace campaigns. This is true not only
in the public sector but in the private sector, which Congress-
woman Morella asked about, as well. In fact, even the once exclu-
sive United Way campaigns in San Francisco and Washington, DC,
have moved to inclusive CFC-style campaigns. Not surprisingly,
the expanded choice has yielded stronger campaign results.

Two, provide participating charitable organizations the oppor-
tunity to solicit funds for their respective missions in the least ob-
trusive, least costly means of fundraising possible.

My experience convinces me that the taxpayer subsidy of the
Combined Federal Campaign is minimal while the benefits are
many. Stronger morale in the Federal workforce, positive percep-
tions of Federal employees and the Federal Government in general
in the eyes of the public, greater awareness of charities that often
leads to volunteerism outside of the Federal workplace and devel-
opmental experiences for employees at all levels are very important
by-products of the Combined Federal Campaign. These are in addi-
tion to the obvious benefit of funding a plethora of causes that em-
gl(ﬁlees feel are worthy of their contributions of personal after-tax

ollars.

I would like to address the issue of manpower costs which I feel
are greatly exaggerated. By way of illustration, the San Francisco
district Small Business Administration office I led uses two em-
ployees to coordinate their campaign for roughly 60 employees. One
of the two may attend a half-day kickoff—excuse me, a half-day
training. The kickoff lasts 30 to 45 minutes, and some employees
donate on the spot. The coordinators may spend 2 hours each col-
lecting from the rest of the employees.

In the last district office campaign I oversaw we contributed an
average gift of $258, a tremendous return to society on a modest
investment of employee time.

As Chair of the Combined Federal Campaign for the Bay Area
I worked probably 20 hours a week when the campaign was at its
peak, but I assure that was in addition to—not in lieu of—my re-
sponsibilities of running SBA. And that’s how I believe all Com-
bined Federal Campaign leaders view their campaign commit-
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ments. It is an honor to serve, but Federal missions must be ac-
complished.

As donors are provided with more choice, more are likely to give,
and those who give are likely to give more. I never heard an em-
ployee complain that there are too many choices.

Each of the Independent Charities of America member federa-
tions annually surveys Combined Federal Campaign donors. Free-
dom of choice is cited consistently as a reason for giving.

Mr. Chairman, I received last night the results of an independent
poll of 800 Federal employees conducted by the firm of Fabrizio,
McLaughlin, and Associates. I would like to submit the entire poll
and results for the record, but I would like to briefly give you the
findings.

[The information referred to follows:]
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|||||II||
Fabrizie

Mclanghlin
& Asvociates
TO: ALL INTERESTED PARTIES
FROM: FABRIZIO, McLAUGHLIN & ASSOCIATES
RE: EXECUTIVE SUMMARY - COMBINED FEDERAL CAMPAIGN
SURVEY OF FEDERAL EMPLOYEES
DATE: JUNE 6, 1995

METHODOLOGY

This survey of federal employees, regarding their attitudes towards the Combined
Federal Campaign, was conducted between June 2 and 5, 1995. All interviews were
conducted via elephone by professionally trained personnel. Respondent selection was
at random among a list of known federal employees. This survey of 800 federal
employees has an accuracy of +/- 3.5% at a 95% confidence interval.

KEY FINDINGS AND SIGNIFICANT DATA

(] An amazing 93.0% of federal employees approve of “continuing to allow
federal employees the right to voluntarily make charitable contributions through
workplace giving lo the charities of their choice.” Nearly eight of 1en
respondents “strongly approve™ of continuing this practice, which demonstrates
a clear intensity of support for this issue.

Almost nine of ten respondents “believe that federal employees should be able
to choose to support - through the Combined Federal Campaign - charities that
speak out on behalf of the people they help.”

An astonishing 92.8% of respondents claimed to have contributed to the
Combined Federal Campaign in the past. Moreover, seven of ten said they
expect to contribute to the Combined Federal Campaign during the next year.

Fabrizie, McLaughlin & Associates, Inc. - (703) 684-4510 - FAX (703) 739-0664
801 North Fairfax Street - Sujte 312 - Alexandria, Virginla 22314
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Overall, 71.5% of the federal employees said they “are satisfied with the way
the Combined Federal Campaign is run.”

A strong majority of the federal employees, 66.3%, do not “feel Congress
should limit the types of charities that you can support in the Combined Federal
Campaign.”

A plurality of federal employees, 38.5%, would be less likely to contribute to

the Combined Federal Campaign if the types of charities that could receive
donations were significantly reduced. In contrast, only 28.9% said they would
be more likely to contribute, while 20.8% were “not sure.”

CONCLUSIONS

The old saying, “if it isn't broke, then don't fix it™ is the perfect axiom for the
Combined Federal Campaign. The results of this survey clearly show that the
Combined Federal Campaign, it its current form, enjoys a great deal of support among
federal employees. In fact, there would be strong levels of resistance to any
Congressional actions which limit the types of charities federal employees can choose
to support by workplace giving. Any new limitations on federal employees
contributory options would, in all likelihood, result in a significant decrease in
participation. In conclusion, it is clear the Combined Federal Campaign is an
extremely popular program which allows federal employees to contribute to their
favorite charities in a comfortable manner.

Combined Federal Campaign Survey
June 6, 1995
Page 2
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Fabrizio
VMcLaughlin
——————
& Assodlates
FINAL VERSION
FABRIZIO, MCLAUGHLIN & ASSOCIATES
NATIONAL SURVEY OF FEDERAL EMPLOYEES
JUNE 2-5, 1995
n800 = +/- 3.5%
Introduction: Good evening. My name is and I'm calling from Fabrizio, McLaughlin

& Associates, a national public opinion firm. This evening we’'re conducting a very short survey
regarding your experiences and perceptions as a federal employee with the Combined Federal
Campaign or CFC. We would like to get your opinions. Your responses will be beld in the
strictest of confidence and your identity will remain anonymous.

1. Are you currently employed by the Federal government?

L Yes 100.0 2. No/All other responses (Terminate)

[N}

Have you ever contributed to the Combined Federal Canpaign?

! Yes 92.3 2. No 7.0
3. DK/Refused 0.3
3 Do you expect 10 contribute to the Combined Federal Canpaign during the next year?
1. Yes 69.5 2. No 22,6
3. DK/Refused 7.9

4. Overall, would you say you are satisfied with the way the Combined Federal Campaign is

run?
L. Yes, satisfied 71.5 2. No, not satisfied 17.3
3. DK/Refused 11.3

Fabrizio, McLaughlin & Assoclates, Inc. - (703) 684-3310 - FAX (703) 739-066 4
801 North Fairfax Street - Suite 312 - Alexandria. Virginla 22314
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Do you feel Congress should limit the types of charities that you can support in the
Combined Federal Campaign?

1. Yes, limit 24.8 2 No, not limit 66.3

3. DK/Refused 2.0

1€ the types of charities that could receive your donations were significantly reduced,
would you be more likely or less likely to contribute to the Combined Federal Campaign in
the future?

1. More likely 28.9 2. Less likely 385

3. Not sure (Volunteered) 20.8 4, DK/Refused 11,9
Do you approve or disapprove of continuing to allow Federal employees the right to

voluntarily make charitable contributions through workplace giving to the charities of their
choice? (PROBE: Strongly approve/disapprove, Somewhat approve/disapprove)

1. Strougly approve 78.6 2. Somewhat approve  14.4
3. Somewhat disapprove 2.6 4. Strongly disapprove 2.5
s. DK/Refused 1.9

TOTAL APPROVE 93.0 TOTAL DISAPPROVE S.1

Do you believe that federal employees should be able to choose to support - through the
Combined Federal Campaign - charities that speak out on behalf of the people they help?

1. Yes 88.0 2. No 48

3. DK/Refused 73



10.

Gender (By observation)

1. Male

Area: (PRE-CODE)
18 Northeast

3. South

47.0

48.0

Female

Midwest

West
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Mr. HOWLAND. An amazing 93 percent of Federal employees ap-
proved of continuing to allow Federal employees the right to vol-
untary make charitable contributions through workplace giving to
the charities of their choice. Nearly 8 of 10 respondents strongly
approved of continuing this practice, which demonstrates a clear
intensity of support for this issue.

And almost 9 of 10 respondents believe that Federal employees
should be able to choose to support, through the Combined Federal
galmpaign, charities that speak out on behalf of the people they

elp. ,

I encourage you to retain criteria for admissions in the Combined
Federal Campaign as they are crafted today. This is no time to
heap an intricate quagmire of regulations and definitions on a mar-
ketplace that has served extraordinarily well. Federal employees
are extremely capable of choosing charitable organizations to whom
they give their hard-earned salaries.

Mr. Mica. I thank you, Mr. Howland.

[The prepared statement of Mr. Howland follows:]
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Testimony Submitted to House Civil Service Subcommittee 2
by Michae! Howland, President, Independent Charities of America
on the Combined Federal C

paizl

Thank you, Mr. Chairman and distinguished subcommittee members for the opportunity
to testify on the Combined Federal Campaign.

While T am here today as the full time President of Independent Charities of America,
an umbrella organization consisting of 12 federations representing 416 agencies approved by the
U.S. Office of Personnel Management {OPM) for the fall 1995 Combined Federal Campaign,
I have also participated in the Combinsd Federal Campaign in many capacities: donor; Director
of U.S. Small Business Administration (SBA) offices that held campaigns; chair of the record
breaking 1987 San Francisco Bay Area Combined Federai Campaign; chair of the 1990 San
Francisco Buy Area Federal Executive Board that acts as the Local Federal Coordinating
Committee (LLFCC) for the Combined Federal Campaign and as a member of that Board for 5
years; and as a volunteer leader of the United Way of the Bay Area, the Cystic Fibrosis
Foundation and Independent Charities of America, all of which participate in the campaign. I
also testified before OPM’s Blue Ribbon Task Force on the Combined Federal Campaign in San

Francisco.

The Combined Federal Campaign should continue to serve the dual purposes it serves
so well: (1) Offer federal employees the opportunity to give to eligible charities with the current
penultimate freedom of choice, efficiency and effectiveness that have made the Combined
Federal Campaign a model for workplace campaigns not only in the public sector, but the
private sector as well. In fact, even the once exclusive United Way campaigns in San Francisco
and Washington D.C. have moved to inclusive CFC-style campaigns; not surprisingly, the
expanded choice has yielded stronger campaign resuits; and (2) Provide participating charitable
organizations the opportunity to solicit funds for their respective missions in the least obtrusive,
least costly means of fundraising possible. This is especially critical for many of our agencies

_.in an era in which the federal government programs that helped to fund many of them are being

eliminated or reduced dramaticaily.
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Testimony Submitted to House Civil Service Subcommittee 3
by Michael Howland, President, Independent Charities of America
on the Combined Federal C: i

My experience convinces me that the taxpayer subsidy of the Combined Federal
Campaign is minimal, while generating stronger morale in the federal work force, positive
perceptions of federal employees and the federal government in the eyes of the public, greater
awareness of charities that often leads to volunteerism outside of the workplace by federal
employees, and developmental experiences for employees at all levels, in addition to the obvious
benefit of funding a plethora of causes that employees feel are worthy of their commitments of
personal after tax dollars. The indirect benefits of the CFC far exceed the indirect costs of
human manpower. My phone rang off the hook when San Francisco columnist Herb Coen
mentioned my involvement in the Combined Federal Campaign: every caller to a person
applauded the existence of the campaign, the example being set by federal employees and my
personal commitment to the effort. Leaming about Independent Charities of America and the
Cystic Fibrosis Foundation though the campaign led me to use much of my annual leave to
volunteer on behalf of those organizations. In fact, federal employees, led by the Internal
Revenue Service's San Francisco Deputy District Director James Casimir, founded Independent
Charities of America in 1988.

By way of illustration, the San Francisco District SBA office uses two employees to
coordinate the campaign for roughly 60 employees. One of the two may attend a half day
training session. The kick-off lasts 30-45 minutes. Some employees donate on the spot;
coordinators may spend two hours each collecting pledges from others. In the last district office
campaign [ led, our average gift was $258, a tremendous retum to society on a very modest
investment of employee time. As Chair of the San Francisco Bay Area Combined Federal
Campaign, I worked for 20 hours per week on the campaign at its peek, but I assure you that
it was in addition to, not in lieu of, my responsibilities of leading SBA. That is how I believe
all the Combined Federal Campaign leaders view their campaign commitments: it is an honor

to serve on the Campaign, but federal missions must be accomplished.

Research and trends in the Combined Federal Campaign and other workplace fund drives
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Testimony Submitted to House Civil Service Subcommittee 4
by Michael Howland, President, Independent Charities of America
on the Combined Federal C.

PRIB

demonstrate conclusively that, as donors are provided with more choice, more are likely to give,
and those who give are likely to give more. Of our collective 416 ICA members, we estimate
that between 100 and 158 could be eliminated if participation were restricted to traditional health
and human service agencies. However, the overwhelming majority of our members who would
not be affected by restricting participation favor maintaining the current standards for eligibility,
recognizing that, much as Combined Federal Campaign donations soared when the campaign was
expanded, they will decrease if the campaign is restricted, hurting indirectly those charities that
any legislation purportedly may benefit.

1 never have heard an employee complain that there are too many choices. Each of
ICA’s member federations annually surveys Combined Federal Campaign donors. Freedom of
choice is cited consistently as a reason for giving. In fact, an amazing 93% of federal
employees approve of continuing to allow federal employees the right to voluntarily make
charitable contributions through workplace giving to the charities of their choice. Almost nine
of ten respondents "believe that federa! employees should be able to choose to support - through
the Combined Federal Campaign - charities that speak out on behalf of the people they help.”
These are the findings of an independent study of 800 randomly selected federal employees by
the firm of Fabrizio, McLaughlin and Associates. 1am submitting the entire survey (attached)

as part of my testimony for the record.

Our 12 member federations have adopted stricter admissions standards than those
promulgated by OPM. I have attached them for your consideration (along with the 5 year
history you have requested) should the sheer size of the campaign be a genuine concemn.
However, [ encourage you to retain criteria for admissions in the Combined Federal Campaign
as they are crafted today. This is no time to heap an intricate quagmire of regulations and
definitions on a marketplace that is served extraordinarily well by federal employees who are
capable of choosing charitable organizations to whom they give their hard earned salaries.

Again, thank you for allowing me this opportunity to address this issue before you today.
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Independent Charities of America
Combined Feceral Campaign History

ICA 20 Members - $ 7,187,628
ICA 52 Members $10,356,160
ICA 79 Members $12,389,820
ICA 132 Members $17,876,450
ICA 169 Members $16,547,200
cCA 44 Members $ 5,381,000
WSOA 30 Members $ 1,500,900
743 Memben $23,129,100
ICA 178 Members ~ $11,256,800
CCA 78 Members $ 7,050,700
WSOA 53 Members $ 1,585,200
MRAA 31 Members $ 6,030,300
340 Membe:s $25,923,000
ICA 108 Membe:s $ 8,859,611
CCA 92 Mambers $12,162,599
WSOA 44 Mambers $ 1,958,962
MRAA 31 Members $ 8,828,005
AFA 17 Members $ 4,076,335
WCA 20 Members S 656,711
MVPPSOA 15 Membess $ 2,032,859
H&CROA 25 Members $ 1,053,277
CSOA 29 Members $ 3,098,837
381 Members $42,709.316

* Donations for 1994 Are Unaudited

1995

w
MVPPSOA

H&CROA
CsOA
CPCA

EA!

HCA

ICA 32 Members
CCA 89 Members
WSOA 39 Members
MRAA 32 Members
AFA 18 Members
WCA 29 Members

MVPPSOA 20 Members
H&CROA 33 Members

CSOA 42 Members
CPCA 21 Members
EAl 19 Members
HCA 42 Members

416 Members

Independent Charities of America

Children's Charities of America

World Serivice nizadons of America
Medical Research Agencles of America

Antmal Funds of America

Women's Charites of Ameria

Military Veterans and Patriotic Public Service
Organizations of America

Human & Clvil ts Organizations of America
Christian Service Organization of America
Conservstion & Preservations Charities of America
Educate Americal

Health Charitles of America

Page 5
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Independent Charities of America (ICA) and ICA Partner Admissions

Standards Compared To Combined Federal Campaign Standards

Independent Charities of America (ICA) agendies must reapply and be re-

certified each year. As a minimum starting point, the applicant must

meet the eligibility criteria for admission to the Combined Federal

Campaign (CFC) for that year (i.e. audit, 990, annual report, activity in

15 states, overhead 25% or less). In addition to meeting CFC criteria, the

applicant agency must certify and provide evidence that:

1.

Its combined administrative costs plus fund raising costs, as
reported on its current IRS Form 990 return, are under 25% of total
public support and revenue. An agency that was under 25% last
year but between 25% and 30% this year may be granted a one-year
exception based on good cause. ' There are no exceptions for agencies
over 30%, or for a second time exception over 25%. (Difference with
CFC is that Director of OPM has authority to make exceptions for
agencies over 30% .)

In addition to meeting the CFC "15 state" test to determine national
presence, the applicant must also meet ICA's *substantive program”
test. To pass this test the applicant must present evidence that a
"reasonable dontor® would find that the applicant has a pro, that
is (3) substantial; (b) benefits a national treasure, or national interest,
and national constituency.

For CFC eligibility, the Form 990 is conclusive. For ICA, in
addition, the form 990 numbers must match those presented in the
audited finandal statement. That means that audits must be
completed so that the public can easily see what the auditors say is
spent on program and what is spent on overhead.

CFC does not differentiate between "in-kind* donations/ *in-kind*
program compared to "cash" donations/ *cash® program. ICA does.
The reason ICA does is that the value of "in-kind"® income/program is
subject to dispute. Cash is not. ICA first requires applicants to
report their "in-kind* donations/program under the standards
promulgated by the Association of Evangelical Relief & Development
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Organizations (AERDO). These are the toughest standards currently
available. ICA then calculates overhead without including *in-kind®
valuations, but only cash contributions/programs. 1f the cash-only
overhead is above 25%, the agency is held to additional scrutiny.

Current GAAP rules allow agencies to allocate joint costs of fund
raising/public education. ple: A telethon educates the public
about an agency's work and also asks for money). CFC accepts the
auditor's allocation, ICA allows no allocation above 50% to public
education, regardless of the auditor's finding.

For CFC purposes, an agency must print an annual report to the
public. For ICA, an agency must also complete a special annual
report, which ICA designed. The ICA-report is the one sent to
donors.

Finally, ICA has a *sniff-test® procedure. An applicant can meet all
technical requirements and still be denied if the admissions
committee has any reason to believe the eligibility evidence
presented is not credible. ICA has an ‘inclusiveness” eligibility
policy, but the burden of proof of meeting eligibility is on the
applicant.
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Mr. MicA. I now call on Don Sodo, executive director, America's
Charities.

Mr. Sopo. Congressman Mica and subcommittee members, thank
you for this opportunity to testify. In addition to my remarks, I am
including additional written testimony.

My name is Don Sodo. I am the executive director of America’s
Charities. 1 have worked in the non-profit sector for over 25 years
with a variety of organizations serving children, the disabled and
the economically disadvantaged in the United States and overseas.

America’s Charities is a federation of 80 national charities which
participate in the CFC, as well as in over 100 other public and cor-
porate workplace-giving campaigns throughout the United States.
Our members include such charities as the Make-A-Wish Founda-
tion of America, Habitat for Humanity International, the National
Right to Life Educational Trust Fund, the Multiple Sclerosis Asso-
ciation of America, the NAACP Legal Defense and Education Fund
and Give Kids the World.

I am also here to acknowledge the position of Independent Sec-
tor. Independent Sector is a coalition of 800 corporate, foundation,
and charity members, including the Girl Scouts, the YMCA, Amer-
ican Cancer Society, American Red Cross, Salvation Army and cor-
porations like Aetna Life. Independent Sector is respected nation-
ally for its role in encouraging volunteering and helping all of us
to be better people and serve our communities better.

Independent Sector testimony strongly opposes restricting
choices in the CFC, noting the irrevocable harm that could be
caused to the charitable community.

I would also like to stress several other points:

First, after years of contention, litigation and legislation in the
1970’s and 1980’s, the CFC has functioned effectively and success-
fully since the passage of bipartisan CFC reform legislation. Since
1987, giving levels have increased at twice the rate of growth as
traditional limited choice campaigns.

Giving to “traditional” charity members of America’s Charities
has increased by 7 percent between 1988 and 1994, and 1 believe
that the group of all traditional charities in the CFC today is re-
ceiving millions of dollars more annually than before choices were
expanded in 1987.

Overall giving in the CFC has skyrocketed, increasing from $83
million in 1979 to $197 million in 1993, an increase of 137 percent.
Between 1987 and 1991 the average contribution rose from $59 to
$89. Federal employees have demonstrated their preference for the
added choices in the CFC by their increased support.

And we should note that, due to anti-coercion rules that were put
in place in 1979 and 1980, which were the result of a successful
contention by Federal employees that they were too highly pres-
sured to give, which I think we all agree is not appropriate, of
course participation rates did drop after that.

The CFC today is the most successful workplace-giving campaign
in the country and a model for many others.

Second, the free market works in the CFC, just as in the private
sector. Like the CFC, numerous corporations today provide hun-
dreds of charity choices to their employees, and more are doing so
every year. Corporations are providing these choices because they
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want to respond to the diverse charity interests of their employees.
As a result, these corporate campaigns are also more successful
than previous limited choice campaigns.

Third, no charity is getting a free ride in the CFC. The direct
costs are paid by charities in the amount of $15 to $20 million per
year. They pay for printed campaign materials, the management of
the campaign and the distribution of contributions.

Compared to workplace campaigns run by many corporations,
the Federal Government contributes far less in average volunteer
time and none of the millions of dollars in direct costs absorbed by
companies.

Finally, I believe that the concept of advocacy is being viewed in-
appropriately in the debate around the CFC. None of the charities
participating in the CFC are political advocacy organizations. None
support political candidates.

Some do lobbying to the degree allowed by the tight restrictions
placed on charities by the IRS. Whether it is advocacy on behalf
of the blind, disabled, abused children, veterans, for medical re-
search, against drunk driving or against domestic violence, advo-
cacy activities are part of the tradition of our free society. They
each have an ideology, but we support their freedom to do so.

Advocacy and free speech are the cornerstones of our democratic
ideal. The charities in the CFC today are no more or less controver-
sial than other institutions of our society. They are merely a reflec-
tion of the healthy, vibrant free speech values that keep our coun-
try strong.

Employees are really ahead of us in their thinking. They recog-
nize that the issues of the 1990’s are far different from the issues
of the 1950’s and 1960’s.

I believe that the central purpose of workplace-giving campaigns
nationwide, including the CFC, is to demonstrate the unique Amer-
ican commitment to caring and sharing. This commitment recog-
nizes that our country is stronger when every American institution
and employer, public or private, plays a significant role in charity
activity.

Charity campaigns should not seek to control or arbitrarily limit
the charity choices of employees but simply provide a forum for em-
ployees to make a free choice to give or not and then trust the wis-
dom and judgment of our employees.

In conclusion, I would urge that the committee recognize the ben-
efit of less government intervention and to refrain from legislation
that would harm the CFC charity service and be contrary to the
interests of the Federal employee taxpayers themselves.

Thank you very much.

Mrs. MORELLA [presiding]. Thank you very much, Mr. Sodo.

[The prepared statement of Mr. Sodo follows:]
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Cong. Mica and Subcommittee Members, thank you for this
opportunity to testify. In addition to my remarks, I am including
additional written testimony.

My name is Don Sodo. I am the Executive Director of
America’s Charities. I have worked in the non-profit sector for
over 25 years with a variety of organizaticns serving children,
the disabled, and the economically disadvantaged in the U.S. and
overseas.

America‘e Charities is a federation of 80 naticnal charicies
which participate in the CFC, as well as in over 100 other public
and corporate workplace-giving campaigne throughout the United
States. Members of America’s Charities include the Make-A-Wish
Foundation of America, Habitat for Humanity Intermational, the
National Right to Life Educational Trust Fund, the Multiple
Sclerosis Association of America, the NAACP Legal Defense and
Education Fund and Father Flanagan's Boys' Home.

America’s Charities received contributions ranging from
$9 millicn to almost $15 million in the CFC from 1950-1594.

I would like to stress geveral points in this testimoay:
First, after years of contention, litigation, and legislation

in the 708 and 80s, the CFC has functioned effectively and
successfully since 1987.
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Our experience leads us to believe that federal employees
like the CPC and the variety of charity choices it provides.
Since the legislation of 1987, giving levels in the CFC have
increased at twice the .rate of growtk in traditional, limited
choice campaigns.

In fact, giving to “traditional” charity members of America’s
Charitles increased by 7% between 1988-1994. There are hundreds
of additional “traditional” charities participating in the CFC
today compared to the 1980s.

wWhile I do not have data for charities other than our
wembers, I believe that the group of “traditional” charities in
the CFC today is receiving millions of dollars more annually than
before choices were expanded in 1967,

I believe that glving to *“traditional” charities has
increased, not decreased, because of the added choices now
available.

Overall giving in the CPC has skyrocketed aince 1979,
increasing from $82.8 million to $196.8 million in 1993, an
increase of 137%. Between 1987 and 1991 the average contribution
rose from $59.11 to $89.32. I believe that federal employees have
demonstrated their preference for the added choices in the CFC by
their increased support.

Second, the free market worke in the CFC, just as it does in
corporate campaigns providing expanded choices. Increased
competition among charities is good. Charities are forced to be
wore efficient, to lower their fundraising costs, and to deliver
higher quality programs and services.

Research and campaign experience, especially in the private
sector, has consistently shown that employees want more choices,
not lesa. Like the CFC, numercus corporations provide hundreds of
charity choices to their employees.

Corporations are providing these choices because the
charities listed reflect the diverse interests of their employees



62

Page Three

in today’s society. They also recognize that the social issues of
the 90s are far different from those of the 50s. As a result,
these campaigns are more successful than previous, limited choice
campaigns.

Third, viewpoint-related restrictions on choice, including
turning back to regulations propeosed in 1986, would increase the
cost of the CFC.

There would be no reduction in the amount of time contributed
by federal employee volunteers. It wmakes no difference whether
there are 100 or 1,000 charities in the CFC.

Instead of the relatively smooth and efficient system ‘now in
Place to determine CFC eligibility, a regulation and paperwork
nightmare would occur.

Turning back to the proposed regulations of 1986 would
increase the time spent by federal employee committees in gome 450
communities. Groups of employees in each location would be
required to spend far more time evaluating the applications of
some 1,000 national charities, in addition to local charities.
Implementing the proposed regulations would unnecesearily and
substantially drive up the federal employee time involvement in
the campaign.

Even with the variety of choices in the CFC today, it is an
employee-friendly, efficient campaign. You can find a charity of
incerest in any CFC brochure as fast and easy as you can find a
plumber in the yellow pages.

Fourth, no charity is getting a free ride in the CFC. The
direct costs of the CFC are paid by participating charities in the
amount of about $20 million per year. The charities pay for
printed campaign materials, the management of the campaign, and
to process contributions.

Compared to workplace campaigns run by many corporations, the
federal government contributes far less in average volunteexr time
and none of the direct costs absorbed by companies.
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In the CFC, the federal government spends nothing for
campaign waterials, employee incentives, for procesaing pledge
cards, or in matching gift contributiocns. 1In the private sector,
companies spend millions of dollars in these areas as part of
their workplace giving campaign.

Thousands of corporations and their employees view workplace
campaigns as a demonstration of their social responsibility.
Their shareholders understand the importance of charities in their
communities and support campaigns that solicit 80-100 million
employees annually.

Some may view a workplace campaign as a subsidy to charities.
Poxr others, the ™“contribution” or *investment” by employers
permitting a workplace campaign is a demonstration of the caring
and sharing that makes our country 8o unique and special.

At a time when we are all concerned about doing things
better, smarter and cheaper, workplace campaigns are not only
valued by employees, but they are the most economical form of
fundraising available to charities.

Finally, I beljeve that the concept of advocacy is being
viewed inappropriately in the debate around the CFC.

None of the charities currently participating in the CFC are
political advocacy organizations. None support political
candidates. As public charities, some do lobbying to the degree
allowed by the tight restrictions placed on charities by the IRS.

The American Foundation for the Blind (AFB) is member of
America’s Charities. AFB was Helen Keller’s organization. AFB’s
focus is to help the blind and visually impaired achieve equality
of access and opportunity. It has distributed millions of Braille
books and materials.

In addition, a small part of AFB‘s work is to monitor federal
legislation, regulations and court decisions and to provide
information to policymakere on critical issues affecting persons
who are blind or visually impaired. These are valued and vital
advocacy activities for millions of Americans.
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Other charities carry out similar advocacy and lobbying
functions regarding child abuse, domestic violence, veterans
isgues, or regarding medical research, for example. Sometimes
these groups also carry out litigation as a means of seeking to
correct a wrong or to let our judicial system determine an isaue.
Just as every citizen, corporation, or the government itself has
this right, so do charities.

Advocacy activities are part of the tradition of our free
society. Advocacy and free speech are the cornerstones of our
democratic ideal, making the United States unique among the
nations of the world. The charities in the CFC today are noc more
or less controversial that other institutions of our society.
They are merely a reflection of the healthy, vibrant free speech
values that make our country strong.

I do not believe that the CFC should exclude groups on the
basis of limited lobbying activities which already conform to IRS
requirements. I do not think that a separate, duplicate system,
creating more bureaucracy and cost, is needed in the CFC.

I believe that the central purpose of workplace giving
campaigns nationwide, including the CFC, is to demonstrate the
unique American commitment to caring and sharing. This commitment
recognizes that every American institution, public or private, can
play a significant role in, and receive compensating benefits
from, workplace campaigns that express their support for charity
activity, the diverse needs of our society, and the highly varied
interests of employees.

Campaign leaders should not seek to control or arbitrarily
limit the charity choices of employees, but simply provide a forum
for employees to make a free choice to give or not to give.

I hope that the committee will not take a step backwards and
send the wrong signal to America. Today, the CFC represents a
commitment to caring, a respect for diverse charity programs, a
trust that employees can and should make their own ‘giving
decisions, and a free market of choice.

Based on the successful record of the CFC, employees’
demonstration of their preference for wide and diverse choice, and
the alternative consequence of increasing the bureaucracy and cost
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of the CFC, I urge the committee to recognize the benefit of less
government intervention and to refrain from legislation that would
do far more harm than good. The CFC is working, please don’t
change it.

Thank you for the opportunity to testify.

g:/doc/don/cfc.test
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TOTAL CFC PLEDGES TO AMERICA‘’S CHARITIES

1990-54

Campaign Total Pledgea

199¢C $13,234,374

1991 13,892,427

1992 12,682,705

1993 14,602,953

1994 9,000,000 (est.)

Note: The pledge amount received varies depending on the

number of members in America‘s Charities, the number of charities
participating in the overall CFC, total giving in the CFC, and
federation listing in the campaign materials.
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Mrs. MORELLA. And we will now hear from Capt. James
Hollenbach, president of the Christian Service Organizations of
America.

Captain HOLLENBACH. Thank you, ma’am.

I would like to take advantage of the committee’s kind offer and
submit my written statement for the record. And I have three
major points I'd like to make.

Before I begin I'd like to make it clear that I am testifying not
in any official capacity but rather as an individual service member
who’s been very much involved with the CFC throughout my 25-
year career. That involvement has had four facets:

One is as a donor.

The second is as a manager of CFC operations inside the individ-
ual commands in which I have served.

The third is as a recipient of the benefits of CFC-funded char-
ities.

And the fourth is as an unpaid volunteer involved in the govern-
ance of two Combined Federal Campaign federations—first, as a di-
rector of Independent Charities of America, and now as president
of CSOA, as you indicated.

The first point I would like to make is in regard to costs. I'm
afraid that we’re only looking at part of the equation. And the part
we're looking at has some misinformation associated with it.

From my standpoint as division officer or department head or
commanding officer of a military unit involved in a CFC, 1 saw
very little negative impact on my workforce for its involvement.
The time demands are not high. The functions are in addition to,
not in place of normally assigned duties. It’s an opportunity for in-
dividuals to be able to come together for a common cause.

And that brings me to the benefits side of this, and that’s the
piece that I think we've missed. As a squadron commanding officer,
I looked forward to the Combined Federal Campaign. It gave me
a chance to give a senior enlisted man or a junior officer an oppor-
tunity to show his leadership, to put together a creative, perhaps
innovative, campaign and coordinate an effort across the squadron
to bring people together.

It provided a sense of unity for the squadron. We were working
as a team to achieve good. We were able to draw together and com-
pete with other units in trying to do the most good. This had a
positive impact on morale in the squadron. We reinforced the moral
obligation of each individual military member to serve his neighbor
and out of that came a more effective organization. 1 think we’ve
reaped more benefit from our participation in the Combined Fed-
eral Campaign than any price we paid.

The second point I'd like to discuss is the matter of the slippery
slope of defining advocacy. I chose to get involved in a governance
of Combined Federal Campaign federations for two reasons.

The first one was to be able to look those sailors in the eye and
assure them that their dollars were being well spent, that in fact
those were legitimate enterprises that they were contributing to
and they were accomplishing the purpose for which they intended
their contributions.

But the second one was to try to do the greatest amount of good.
And T have strongly felt opinions, just like I'm sure every member
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of the panel does, regarding the particular worthiness of individual
charities on the list. And many of the charities that participate in
the CFC I don’t think are worth a dime—compared to the ones I
like. But the problem is, who's to say? And is my list very different
than yours? I believe that’s the case.

As one very personal example, my son is a Korean orphan that
is graduating from high school in Alexandria next week. We adopt-
ed him through Holt International Children’s Services, which is a
Combined Federal Campaign funded organization. In the course of
their good work, they testified to the motivation provided by their
belief in Jesus Christ. It’s a Christian organization. Does the fact
that they do that turn them into an advocacy organization?

And if the answer to that is, no, that’s not what we meant,
what'’s going to happen next year? Who is going to decide then?
How do we try to define something as fuzzy as advocacy?

In fact, I don’t think any of us can separate our actions from our
motivations. They are intricately entwined. And, in fact, I think the
donor wants to know what motivates an organization. So when 1
became involved in the governance I had to raise the question of,
am I going to serve those organizations that I might disagree with
as well as those that I support? And my answer was yes.

Because I believe that we have to take the same course that the
Founding Fathers did, and that is trust the people. The people are
going to make choices that reflect what we as a society believe, and
we have to believe that we as a society are going to find the right
course and pick the right charities to support.

The third point I wish to make is the one of the ramifications of
this change that’s being considered. The history of the CFC is rich
with very strong efforts on the part of the civil servants, on the
part of the military personnel, to be able to give to who they wish.
And the CFC has changed as a result, as has been noted here. And
we've also noted the increase in contributions and the general suc-
cess of that course of action.

The average military member, the average civil servant is very
well informed, as you’ve noted earlier. We are very much pleased
with the way things are now. I've been through lots of iterations
of this campaign, and it’s better now than I've ever seen it before.
I think if there is an effort to take away from the Federal employee
the right to choose that there will be a very adverse reaction.

As has been noted, this is voluntary. We give because we choose
to. Most of us are fairly independent and don't like being told who
we can give to. My concern is that if the committee, if the Congress
follows this course and attempts to establish some criteria of wor-
thiness for who participates that the reaction from the giving popu-
lous, the donors inside the Federal workplace, will be to walk away
from the CFC.

If we do that, the dollars are, of course, going to drop. The
amount of good that is going to be accomplished is going to suffer.
And at a time when our Nation is expecting more and more out of
charitable organizations, to pick up and care for our fellow man,
w:ce’rﬁ going to see damage to this Nation that I don’t want to see
at all.

And so, in summary, I would just say I think things are good.
I think we are on the right course in executing the campaign as
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it exists today. And if we are to go the other way we are going to
incur a great deal of risk of doing dramatic damage to our society
and alienating the Federal workforce as well. I urge you not to take
that course but to stay along the path we have established today.

Thank you.

Mrs. MORELLA. Thank you for your testimony, Captain
Hollenbach.

[The prepared statement of Captain Hollenbach follows:]
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Mr. Chairman and distinguished members of the committee, I thank you for the opportunity to
share my observations regarding the Combined Federal Campaign, a subject of significant
importance to members of the federal work force and to the people of our nation as a whole.

I have served on active duty in the United States Navy for the past 25 years and am currently
assigned to the office of the Secretary of Defense. However, I am testifying not in any official
capacity, but rather as an individual member of the Armed Services who has been intimately
involved in CFC operations throughout my career. That involvement falls into four categories:
1. As an individual donor

2. As a manager of CFC operations within my commands

3. As a recipient of benefits from CFC-funded charities

4. As an unpaid volunteer involved in the governance of CFC federations.

In this last category I have served as a member of the Board of Directors of Independent
Charities of America, and 1 now serve as President of one of the newer CFC federations,
Christian Service Organizations of America (which made $3.1 million from the CFC in 1995).

The history of the CFC is rich with evidence of federal workers, the donors, fighting for
inclusion of an ever greater choice of charities to which they might contribute. That drive by
the donors has succeeded and has been reflected by the success of the CFC as a whole. I have
been through several iterations of the CFC in my naval career, and [ can tell you that the current
arrangements, regulations, and practices are the best I've seen. We can choose from among a
very broad range of national and international charities and, while each of us will find in the
CFC campaign brochure many charities we disagree with or flat out dislike, we are also assured
of finding all the ones we do care about. We have a very broad right to choose; each individual
can decide which agencies are deserving of their gifts.

Although one can find occasional grousing about the difficulty of making a choice among the
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large number of listed organizations, the vast majority of DOD personnel are pleased to have
the right to make such a choice. The average soldier, sailor, airman, Marine, or DOD civilian
employee is intelligent and well informed. Tuming back the clock is not a viable option; he or
she will notice any significant change to CFC operations and will be resentful if their choices
become more restricted than is the case today. We must remember that giving is voluntary; we
don't have to do it. It is my opinion that if the government tries to limit the range of charities
to whom federal workers can contribute, then a great number of these donors will simply walk
away from the CFC, refusing to donate at all. This would clearly have an adverse affect on the
health and human welfare of our nation, particularly during a time when the government will

be relying on charitable organizations to assume a greater burden for caring for our citizens.

I have served in several capacities administering the Combined Federal Campaign in the various
squadrons, ships, and shore commands to which I have been assigned. Some people have
suggested that the federal government spends too much of the taxpayer’s money supporting the
CFC. 1don’t know where such charges come from, but my experience as a Navy officer would
support exactly the opposite conclusion. CFC administration is almost always a collateral duty,
and one that doesn’t take a lot of time. People do it in addition to, not in place of, their regular
jobs. Meanwhile the real dollar costs are borne by the charities themselves, just as fundraising
costs are usually financed.

I, my family, my shipmates, and many friends around the globe have all benefitted from services
made possible by CFC donations. My family’s list includes medical services, spiritual
counseling, adoption services, and assistance while traveling oversees. My son, a Korean
orphan who graduates from High School this month, came to us via Holt International Children’s
Services. My military career was probably saved when my life was tumed around as a result
of coming to understand the good news of Jesus Christ through participation in the Officer’s
Christian Fellowship and Navigators activities while 1 was stationed oversees.
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All three of these agencies I mentioned currently participate in the CFC, but because in the
course of their operations they also follow the command of Holy Scripture to witness to the truth
of the Gospel, might they be branded as advocacy groups? Hence, under the proposed revisions
to CFC fegulaﬁons, will you make them ineligible to participate? And if the answer this year
is no, we didn’t mean them, what will different people decide next year? How can you separate
an agency’s motivations from their actions? Qur donors understand the two are inextricably
linked, and in fact they tell us this is one of the principal reasons they support us. Would you
ask our agencies to deny their faith to have access to the CFC? Would you deny our donors

with the information they need to give in accordance with the dictates of their conscience?

It seems to me we will be treading on a very slippery slope should the government decide to
impose such a "no advocacy® test to determine CFC eligibility. No matter what one’s point of
view, it all adds up to politicizing the CFC, which can only result in donors walking away and
people being hurt.

I came to participate in the governance of Independent Charities of America and Christian
Service Organizations of America for two reasons. The first reason is that these federations
were primarily formed for the benefit of the donors, not the agencies. They fight to keep
overhead costs low and to provide donors with the widest possible choice of organizations from
which to select, yet they protect donors by ensuring that only legitimate, well governed charities
wear the federation’s label. It was important to me, as a leader, to be able to assure my sailors,
who often gave not out of their excess, but out of their sustenance, that these organizations were
being good stewards of their money and that their dollars would accomplish the purpose they
intended.

The second reason I chose to participate in Independent Charities of America and Christian
Service Organizations of America governance was to help their charitable agencies do the
greatest amount of good. I think that most of the charities in the CFC are very worthy of
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support, but I'll share with you that I don't think some of them deserve a dime, or even deserve
to be listed along side those I consider worthy. The problem is that each of us has different
CFC agencies on each list. Who is to say which of us are more correct in their judgements?
I am persuaded that we must do what the founding fathers did when they established this nation:
trust the people! That means trusting the donors to make wise choices. Their choices will
ultimately reflect the values of society as a whole and we must trust that our American society
will find the right course. And so I work to ensure that the CFC has good governance but is
inclusive, trusting that the informed choices of the individual donors comprise a reliable

guarantee that more good is being done by this course than any of the alternatives.

In summary, allow me to state again that current CFC arrangements, regulations and practices
are the best I've seen. Choice is broad. Costs are low. Donors are happy. Many people are
being helped. Please don't try to fix something that isn’t broken. '
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Mrs. MORELLA. I would like to now turn to Charles Stephen Ral-
ston, representing the NAACP Legal Defense and Educational
Fund, and simply suggest, as you all know, that your total testi-
mony will be included in the record and, of course, any synopses
you could offer would be appreciated. Thank you.

Mr. RALSTON. Thank you. I would like to thank the committee
for inviting the Legal Defense Fund to present its views. I would
also like to say, in the immortal words of the immortal Yogi Berra,
it seems like deja vu all over again.

The Legal Defense Fund has been involved in the whole Com-
bined Federal Campaign matter since 1980, and in my prepared
statement I have outlined our attempts to get in, the litigation we
brought that got us in, how we almost got kicked out, and then,
finally, how we got in for good. We have been in for 15 years.

In reading the letters and the materials that have now been pub-
lished or issued on this issue, I have not seen anything that we
didn't hear 15 years ago throughout the period when attempts were
made to exclude us and other organizations. It is simply nothing
new under the sun. And I, for one, would hate to see this all re-
opened and we go back to the contentiousness and litigation that
we went through in the 1980’s, which was finally resolved when
Congress took hold of the matter and ensured that the Combined
Federal Campaign would be an open campaign to which a variety
of organizations can belong and so that Federal employees are
given a free choice to give their money to whomever they felt was
worthy of it.

There’s been talk about “truly charitable” and “real charities”
and “bona fide charities,” and that somehow, organizations that are
called “advocacy groups” aren’t any of those things. Well, we are.
I've given examples in our statement, which I won’t repeat, of ex-
actly what we do, the NAACP Legal Defense Fund. I'm using us
as an example not to the exclusion of other organizations, but be-
cause I know what we do and I wanted to give the committee the
facts about what we do and the kind of benefits we provide in the
areas of human welfare, health, education, income maintenance,
and a variety of other ways to people in need.

In the 15 years that we've been in the Combined Federal Cam-
paign—and this is leaving aside the 40 years of our history before
we got into the Combined Federal Campaign—our work has bene-
fited poor and needy people to the tune of something over half a
billion dollars, and this is on a budget over that same time period
which is around $100 million for the 15 years.

In other words, the kind of work we do provides benefits far in
excess of our budget, and this work has been helped immeasurably
by our participation in the Combined Federal Campaign.

Over the same time period, we have received approximately $7.5
million in donations by Federal employees who look at our program
and decide that we deserve their support. I say we do and I believe
that any organization which is eligible and gets in and gets the
support from Federal employees deserves that support because it
is, after all, their money.

I would like to just say something about some of the questions
that have come up so far during the hearing because I think there
is some misunderstanding on a couple of issues. One is the notion
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that there are 498,000 501(c)(3) charities out there that can some-
how overwhelm the system.

The way the CFC works is that there are two different categories
of organizations. There are national organizations, such as the
Legal Defense Fund, which establish national eligibility and then
participate in CFC’s across the country. But each local CFC can
then decide to let in local or regional organizations, and the vast
majority of the 498,000 501(c)(3) organizations are such small local
charitable organizations, that get in at the local level. They will not
be in some vast national telephone book-sized list. As a matter of
fact, many of those organizations come in under local umbrella or-
ganizations such as the United Way.

So in the Washington, DC, or New York or San Francisco area,
you may have a large number of organizations on the list. You get
out to South Dakota, and you will have national organizations and
the relatively few local charitable organizations that qualify.

And, as the testimony has indicated, no Federal employee seems
to be bothered by having to go through a list and deciding to whom
they will give their money. The cost of printing that list, whether
it be 1 page or 300 pages, is borne by the charities that participate
in the local Combined Federal Campaign. It is not paid for by the
government.

The other thing I would just like to mention is this issue of level
of participation. It's true that back in the 1960’s there was a higher
level of participation. It’s also true that at that time you did not
have in place regulations or controls on coercion of employees and
military personnel.

come with a slightly different viewpoint than Captain
Hollenbach. I was an enlisted man back in the early 1960’s, and
our First Sergeant made it very clear that he would be an unhappy
First Sergeant if 100 percent of his men did not contribute. He
didn’t care how much. It could be $1. But as Privates we knew that
unhappy First Sergeants made for unhappy Privates. We all put in,
and there was 100 percent participation at about $1 a shot.

What has happened with the new regulations, that, hopefully,
control coercion, is that you have a smaller percentage of people
contributing, but they are all people who want to contribute. They
contribute larger amounts, and they now can give to whomever
they want to. And we suggest that is the way it should be, and we
hope that it will remain that way.

Thank you.

[The prepared statement of Mr. Ralston follows:]
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HEARING ON T11E COMBINED FEDERAL CAMPAIGN
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Chairman Mica, members of the Subcommittee, first. the NAACP Legal Defense
and Educational Fund, Inc. (NAACP LDF) wishes to thank you for the opportunity to
present its views concerning proposals that eligibility for participation in the Combined
Federal Campaign (CFC) be restricted so as to exclude organizations that have been called
"advocacy groups” that, it is claimed, do not directly benefit human and welfare. Second,
the NAACP LDF, which is one of the organizations tliat has been categorized by some as
such an "advocacy group” wishes to make clear from the outset its absolute and unwavering
opposition to any such limitations on eligibility.

Briefly stated, the assumptions upon which such proposals are based are in error,
both factually and legally. The Legal Defense Fund and similar organizations are not
"advocacy groups,” however that term may be defined. The Legal Defense Fund is a bona
fide, legitimate 501(c)(3) charity that in fact provides direct benefits to human beings in the
areas of health, education, income support, housing, and a variety of other areas of human
welfare. Moreover, it does its work sa efficiently that the benefits it provides far exceed
its own income and expenses. Finally, it does not seek nor does it receive either funding
or subsidies from the federal government.

Before elaborating on the above, [ would first like to briefly describe the Legal
Defense Fund and the history of its invol L with the Combined Federal C: i

I
THE NAACP LEGAI. DEIFENSE FUND AND THE COMBINED FEDERAL CAMPAIGN

The NAACP Legal Defense and Educational Fund, Inc., is an entirely separate

ization from the National Association for the Advancement of Colored People. The
Legal Defense Fund was originally established by the NAACP as a separate corporation
that could obtain tax-exempt status for NAACP activities that so qualified. The Legal
Defense Fund was chartered under New York state faw as a legal aid society and received
tax-exempt status in 1940 from the federal government under the predecessor statutes to
section 501(c)(3) of the Internal Revenue Code The Legal Defense Fund's first Director-
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Counsel was the late Thurgood Marshall.

In 1957, after investigations by the [RS that were instigated by members of Congress
opposed to the Legal Defense Fund's work that led to Brown v. Board of Education, the
Fund became completely separate from the NAACP, and since that time the Fund has had
a separate board of directors, staff, funding, and program. The Fund has continued to
work cooperatively with the NAACP, NAACP local branches, and many other civil rights
organizations on matiers of mutual interest. Our current Director-Counsel is Elaine R.
Jones.

The Legal Defense Fund's charter recites that its central purpose is to provide legal
assistance to indigent African Americans who are unable to afford legal assistance
themselves because of thair poverty, and who are suffering a denial of their constitutional
and civil rights. The charter also provides that the Fund provide educational services and
benefits to African Americans and the American public as a whole. Tax-exempt status was
granted based on the principle that the provision of legal services to specific groups who
suffer oppression because of their minority status is a bona fide charitable purpose, long
recognized in the law. The Legal Defense Fund has maintained its tax-exempt status as a
charitable, not-for-profit organization continuously since 1940, making it the oldest
organization of its type in the country.'

The Legal Defense Fund first applied to the CFC in 1980 but was turned down
b of the th isting “direct services' rule, which provided that only legal
organizations that provide "direct services’ to represent individuals "without regard to how
that individual's case can infl public policy" could participate in the CFC. The Legal
Defense Fund and the Puerto Rican Legal Defense and Education Fund (PRLDEF)
brought suit challenging the “direct services" rule as unconstitutionally vague. The United
States District Court for the District of Columbia held that the rule violated the First
A dment b of its vag! In its decision the Court noted:

Plaintiffs argue at length that they do provide "direct services” in a variety of
ways. The record is replete with the results of plaintiffs’ work, indicating that
law suits by plaintiffs have provided millions of dollars in back pay and
benefits, and invaluable other “services” such as increased training
opportunities, additional pr i improved school prog and better

'In the early 1960's, the Internal Revenue Code was amended to permit organizations,
such as the NAACP and the American Civil Liberties Union, that did not qualify
themselves for tax-exempt status, to establish subsidiaries to carry out t activities.
As a result, the NAACP establisbed the NAACP Special Contribution Fund and the ACLU

blished the ACLU Foundation, both of which qualify for tax-exempt status. Since that
time, many "legal defense funds”® have been established, using the NAACP Legal Defense
and Educational Fund, Inc., as their mode].
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hospital facilities. Apart from their litigation activities, each plaintiff also
provides "direct services" through scholarship programs and education
efforts?

The government did not appeal this decision, and, indeed, enacted new regulations
that opened up the CFC to legal defense funds and other organizations. However, early
in 1983, a new executive order and regulations were prc Igated that luded
organizations that sought to influence the "determination of public policy” through "political
activity or advocacy, lobbying, or litigation on behalf of parties other than themselves."
This provision was interpreted to bar organizations such as the NAACP Lega! Defense
Fund from further participation.

We brought new litigation, this time joined by a number of other organizations.
Once again, the District Court held the regulations unconstitutional, and its decision was
affirmed by the Court of Appeals for the District of Columbia Circuit.! The government
obtained review by the Supreme Court, however, and, in a 4-3 decision, the Supreme Court
reversed.* This was not the end of the litigation, however. The Court’s decision was,
basically, that on the record before it the regulations were not unconstitutional on their
face. The case was remanded for further proceedings to give the plaintiffs the opportunity
to demonstrate that the actual reason for their exclusion was opposition to the viewpoints
of their programs. On remand, the district court issued a preliminary injunction that would
keep the plaintiffs in the CFC while there was a full trial on the merits. The government
appealed, but the appeal was mooted out because of Congressional action that prohibited
the enforcement of the regulations at issue. The regulations were subsequently modified,
and the Legal Defense Fund has participated in the CFC centinuously since 1981.

11
THE NAACP LEGAL DEFENSE FUND PROVIDES DIRECT BENEGFITS
IN THE AREA OF HUMAN WELFARE TO PEOPLE IN NEED.

As noted above, the basis for the Legal Defense Fund's originally exclusion was that

*NAACP Legal Defense and Educational Fund, Inc. v. Campbell, 504 F. Supp. 1365, 1368
(D.D.C. 1981).

’NAACP Legal Defense and Educational Fund, Inc. v. Devine, 567 F. Supp. 401 (D.D.C.
1983), affd, 727 F.2d 1247 (D.C. Cir. 1984).

‘Comnelius v. NAACP Legal Defense and Educational Fund, Inc., 473 US. 788 (198s).
Justice Marshall recused himself because of his prior directorship of the Legal Defense
Fund. Justice Powell was ill, and so did not participate. The participation of either or both
Jjustices could have changed the result of the decision. See Perry Ed. Assn. v. Perry Local
Ed. Assn., 460 U.S. 37 (1983), in which Justices Marshall and Powell dissented.

3
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it did not provide "direct benefits" to persons in need. This basis is as ill-founded today as
it was then. The Legal Defense Fund's central purpose is to provide direct and tangible
benefits to its clients, and its success is measured in hundreds of millions of dollars. Thus,
just in the period 1980-95 while the Legal Defense Fund has participated in the CFC the
following benefits in the areas of health. education, and income maintenance have been
received by our clients — and this §s just a partial list:

Every year since 1990, 120,000 poor children of ali races have been tested by
the State of California for the level of lead in their blood as a result of the
consent decree in Matthew v. Cove:

Hundreds of millions of extra dollars have been invested in inner<ity and
previously segregated school districts to upgrade and improve the education
provided to low-income schoo! children of all races as a result of LDF-
supported litigation in cases across the country; :

In one case involving the Shoney's restaurant chain nationwide, lower-income
minority workers have received over $100,000,000 in back pay, as well as
receiving jobs in this all-important service industry. Other cases have
provided monetary benefits in the form of back pay in excess of $50,000,000,
as well as jobs and promotions to thousands of persons denied them in
violation of the laws of the United States. Federal employees have received
back pay in excess of $10,000,000 in cases involving the Air Force, Army,
Postal Service, and the Department of Commerce, among others, as well as
promotions and jobs worth much more over the span of the careers of the
beneficiaries of the litigation;

In a case involving the public housing authority of the City of Newark, New
Jersey, the city was planning to destroy existing public housing without
replacing any of it, thus driving thousands of additional poor persons into the
ranks of the homeless. LDF joined with legal services organizations and
successfully blocked demolition: a consent decree requires the city to camry
out its legal and contractual obligations with HUD to replace public housing
units one-for-one as they are demolished. The result is that approximately
$100,000,000 will be spent that directly benefits the poor by the construction
of new, affordable housing;

In a case in Boston, Massachusetts, LDF-supported litigation resulted in
banks agreeing to provide $11,000,000 in Jow-interest home improvement
loans to low-income home owners who had been victimized by shady
construction companies.

The efficiency of the Legal Defense Fund's work is demonstrated by the fact that
our budget in 1994 was $8,000.000, and has never been more than $10,000,000.
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Nevertheless, the total benefits obtained for its clients over the fifteen years in which LDF
has participated in the CFC have been in excess of $500,000,000 — more than half a bjllion
dollars. During the same time, LDF's total budget has been approximately $100,000. In
other words, LDF's program has provided more than J_times in direct benefits than it has
expended to carry out that program. We challenge any so-called "traditiopal” charity to
match this record.

But these numbers do not begin to measure the actual value of the benefits our
clients receive. In addition to measurable amounts in back pay, and expenditures for
improved schools, housing, and health care, our clients have received jobs and promotions
that will give them income that will lift them out of poverty and into the ranks of tax
payers, as well as immeasurable benefits in improved education, deceat housing, and better
health.

Finaliy, the Legal Defcnse Fund administers scholarship programs for undergraduate
and law students. In recent years we have provided between $400,000 and $500,000 per
year in scholarship aid to deserving students.

I
THE NAACP LEGAL DEFENSE FUND 1S NOT A "LOBBYIST" ORGANIZATION

As 501(c)(3) organizations, the NAACP Legal Defense Fund and similar
organizations are subject to strict controls on legislative activities. The Legal Defense Fund
dh to these limitations scrupulously, and has never exceeded them. We do some
lobbying in that we support or oppose legislation that we believe will either further or
hinder our basic purpose of achieving equal civil rights for all Americans. So-called
"traditional” charities alsc conduct limited lobbying activities consistent with the Internal
Revenue Code.

The term “"advocacy groups" is vague and, we suggest, not particularly helpful.
Charities of all sorts act as "advocates" for their clientele and for causes that will benefit

their cli le. Federal employees or taxpayers may disagree with the goals of one or more
charity; in fact, there is substantial disagreement with the goals and purposes of even the
most "traditional” charities. H , there is no evidence that we are aware of that such

disagreement has resulted in a decline in contributions or any degree of controvessy in the
CFC.

1.
THE NAACP LEGAL DEFENSE FUND DOES NOT SEEK OR RECEIVE
ANY GOVERNMENT SUBSIDIES.

The Legal Defense Fund has deliberately, throughout its history, declined
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government funding or subsidies. Simply put, with money comes strings, and the Legal
Defense Fund needs to remain free to pursue litigation against any entity that is guilty of
violating the civil rights of Americans, including agencies of the federal government. The
actual out-of-pocket costs of the CFC are taken from receipts. Thus, each participating
organization is charged for expenses in an amount proportional to the contributions it
receives. This is appropriate and as it should be.

With regard to indirect costs, mainly the salaries and benefits of federal employees
who run the CFC at both the national and local levels, these costs have never been charged
to the participating charities. Federal employees do not, and they should not, solicit
contributions on behalf of any particular charity. Indeed, inappropriate pressure to
contribute through the CFC is discouraged by the regulations. The activities of federal
employees are designed to encourage charitable giving to whatever charity each employee
freely decides should receive that employee’s own money.

If it is now believed that it is inappropriate that taxpayer money go to support the
CFC, the solution would be to reimburse the government for indirect costs from CFC
receipts. Just as in the case of direct costs, each organization would coatribute
proportionally to its receipts. The Legal Defense Fund does not advocate that such a
measure be adopted. Our point is that if the problem is the expense to the government of
employees’ salaries, then that problem should be addressed squarely and equitably by
requiring all participating charities to reimburse the government. It is not equitable that
this problem be addressed by expelling some but not all charities; indeed, that "solution”
is no solution at all, since the government would still be "subsidizing" the CFC.

Iv.
THE PURPOSE OF THE CFC IS TO FAQUTATE CHARITABLE GIVING BY
INDIVIDUAL FEDERAL EMPLOYEES.

We have all heard the story of the person who is solicited at home by a charity and
declines because "I gave at the office.” Workplace solicitation is an unusually efficient and
effective means to encourage charitable giving. Through ic payroll ded s,
contributions are spread out and are, therefore, virtually painl No inders or follow-
ups are necessary so that fund-raising costs are minimized.

The minimization of fund-raising costs is central and important. The Jess a charity
has to spend to raise money, the more money it has to spend on its charitable activities and
the more benefits its clientele will receive. Thus, it is simply no answer to say that charities
that are excluded from the CFC can raise the same funds in another way. They cannot.
Excluded charities do not have access to lists of the names and addresses of federal
employees and even if they did, they would run right up against the "I-gave-at-the-office”
answer.
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But even more important than the benefit to particular charities of participation in
the CFC is the benefit 10 federal employees. It must be kept squarely in mind that what
is being discussed is the right of a federal employee to choose freely to whom and to what
cause he or she will donate his or her money! The Legal Defense Fund has received over
the years an average of over $500,000 per year from the Combined Federal C ig
This substantial amount of support, which Jast year was 6% of our budget, has been
contributed by th ds of federal employees.’ No one has made anyone donate to us;
individuals have given us their money because they believe that our program deserves their
support. With all due respect, no one, including the Congress of the United States, needs
to or should dictate 10 federal employees which charities are “better” than others or which
are undeserving of their support

To sum up, the NAACP Legal Defense and Educational Fund, Inc., and similar
organizations are just as bona fide charities as any others. We provide dirert services
valued in the bundieds of millions of doliars to hundreds of thousands of persons in need.
Our work provides direct and tangible benefits in the areas of health, education, and
buman welfare. We have received the support of thcusands of federal employees who have
freely chosen to donate over $7,500,000 in their money to us in the fifteen years we have
participated in the CFC. There is no reason why we should not continue to participate in
the CFC, and we will take every step necessary to ensure that we do.

Thank you for your time and your attention.

Charles Stephen Ralston
Senior Staff Attorney

*The figures for the years 1990-94 are as follows:

1990 $561,651
1991 $571434
1992 $493,660
1993 $423,263
1994 $485.495

7
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Mr. Mica [presiding]. I thank each and every one of you for your
testimony before us today. We will proceed with a couple of ques-
tions.

First of all, Mr. O'Steen, you spoke about the Planned Parent-
hood organization, and you are in opposition to their position. Do
you think that taxpayers should fund the activities of the Planned
Parenthood organization?

Mr. O’'STEEN. I will make a distinction. If we are speaking of a
direct Federal grant to Planned Parenthood, no. If we're speaking
of Planned Parenthood’s ability to be in the CFC, yes. I think there
is a distinction.

As I indicated in my testimony, the cost to the taxpayer of the
CFC we really don’t believe is going to change no matter who is
in or who's out.

Mr. Mica. Of the direct money, which is three quarters of a mil-
lion dollars, they are benefiting by that. And then if you use the
figure of $22.1 million total, expenditures are 11 percent, taxpayer
resources and funds being used to promote the position of the
g}zl'ou‘;) with which you are in direct conflict. And you still support
that?

Mr. O'STEEN. Let me clarify. I was including the three quarter
million figure in what I don’t consider a direct subsidy. The first
was a check made out to Federal funds out——

Mr. Mica. You testified that the Deputy Director said that is a
direct appropriated fund from general treasury.

Mr. O’'STEEN. For the administration of the entire campaign. And
that figure, again, is not going to change. That money does not di-
rectly go to Planned Parenthood or to us. That figure is not going
to change regardless of whether they are in or out of the campaign.

Mr. Mica. So you will deny the headline that says, O’Steen sup-
por%s Federal funds for Planned Parenthood subsidization of activi-
ties?

Mr. O’STEEN. Sure. I may see such a headline, but there really
is a distinction, I believe, whether in America an individual Fed-
eral worker has the ability, through workplace giving, to say, hey,
I agree with Planned Parenthood. I want to put my $20 there. Or
I agree with NRL Educational Trust Fund.

Mr. MicA. What about a compromise? If some of these folks are
going to participate, it is obvious that whether the charities are ad-
vocacy or nonhuman welfare groups, there is some cost to the tax-
payers. Would you support changes in applying some of the costs
to these groups to absorb this administrative overhead?

Mr. O'STeEN. I'd like to get back with the definitive answer. I'm
not speaking in opposition to that. That's a new question to me. I
would give you that back in writing.

I would suggest, though, that if there is administrative cost
borne it should be borne equally and proportionately by all char-
ities in the campaign.

Mr. Mica. So you could support some changes in that regard.
Then you wouldn’t have to see that headline.

Mr. O'STEEN. With the—I'd like to come back before I give you
a definitive yes since I have a board of directors of 54 persons. But
I'm not speaking in opposition to that, and I don’t believe NRLC
would oppose that.
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Mr. Mica. We welcome this as we continue this process.

Mr. O'STEEN. I can give you an answer back in writing to that,
sir.

Mr. MicA. We appreciate your comments.

And, Mr. Howland, you did a questionnaire. I noticed the word-
ing in your questionnaire was related to support of charities. Is
that correct?

Did you do any additional questions to determine whether the re-
spondent would give if they knew their taxpayer dollars were sup-
porting some of these noncharitable advocacy groups or nonhuman
health and welfare groups? I mean, if someone came to me and
asked, do you support charitable giving, hopefully, I would answer
in the affirmative. So it's all the way you ask the question. Was
there any additional questioning?

Mr. HOWLAND. There was some additional questioning, and I will
submit it for the record.

Again, we just received the results of this poll last evening, but
this was a———

Mr. MicaA. Is there anything that further defines the issue? Be-
cause we are not here today to impose any restrictions on giving
to traditional charities. That is not the purpose of this hearing.
And your question is sort of skewed to elicit a very positive re-
sponse. Are there any other questions that were asked?

Mr. HOWLAND. Yes, there were a number of questions. One that
I think is most important—and, again, this was a poll of 800 Fed-
eral employees, and this was not—so this was not in the public at
large—but 66.3 percent do not feel that Congress should limit the
types of charities that can be supported in the Combined Federal
Campaign.

Mr. MicA. But 36 percent did.

And, again, you used the definition of charities. Was there any
other definition of the term charity?

Mr. HOWLAND. Actually 24.8 percent said, yes, that it would be
OK to limit charities in the Combined Federal Campaign.

Mr. MICA. Again, that term charities. Was there any other use
of any other definition? What we have to zero in on here, is the role
of advocacy groups or nontraditional charities or those that deal
with nonhuman health and welfare assistance.

Mr. HowLAND. The only other way that was used to distinguish
between traditional charities and others was the question that
said, do you believe that Federal employees should be able to
choose to support through the Combined Federal Campaign char-
ities that speak out on behalf of the people they help? And the an-
swer to that question was a resounding 88 percent yes.

Mr. Mica. You and Mr. Sodo both represent organizations of
charities. In the realm of charitable giving and the history of chari-
table giving, maybe in the United Way, do you see the same trends
as you see in the public sector? Now we have reduced from 80.7
percent participation down to 47 percent participation and giving.
Is that following a private sector trend?

Mr. HowLAND. We're seeing in the private sector that giving par-
ticipation is going up as choices are expanded. Giving went up—
giving participation went up, for example, in the United Way in
San Francisco.
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Mr. MicaA. So you're actually having more people participate in
giving as the choices expanded.

Mr. HOWLAND. Yes.

Mr. MicA. And if we did a chart and we looked at the Federal
activities, we would actually see a decrease in the participation but
an increase in some of the amounts. You have fewer people partici-
pating, but giving slightly larger amounts. But this is not the trend
in the private sector? In fact, you're saying it’s exactly the opposite?

Mr. Sopo. It really varies, Congressman, employer by employer.

I have a column here from the Washington Post recently that
points out some of the ways in which Federal employees have re-
viewed how they react to the CFC. Sometimes with respect to Fed-
eral pay issues or retirement issues or any issue in which a Federal
employee may have some contention with the government, to quote
this letter, “my next step is to cancel my payroll deduction for the
Combined Federal Campaign.” The sense of the letter was that
they did not want—they were opposed to certain things that had
happened to them in the context of their service as a Federal em-
ployee. So sometimes what we have seen, apart from less pressure,
less coercion, which is very appropriate, folks taking out their frus-
trations in some way in the only means that’s available to them,
and that happens to be the CFC.

Mr. MicA. So you subscribe to the Charles Ralston theory that
each year there is less pressure from the Federal Government, em-
ployees feel less pressure to give so they are not participating,
starting with very high pressure in 1965 to now?

Mr. SoDpo. A host of issues affect any employee giving campaign.
In the aftermath of the United Way scandal of the last few years
we have seen some drop-off there as well. There are really a host
of issues that need to be examined more carefully.

Mr. MicA. The two of you deal with this charitable giving on a
professional basis. Is there any way we can better define—are
there any industry standards to narrow the scope beyond the pa-
rameters of the 501(c)(3) and what we have now, that might help
us better define participation?

Mr. Sopo. Well, the IRS does have various categories within the
501(c)(3) classification. There is no conceivable way that trade asso-
ciations, professional associations which are already 501(c)3)
should be admitted to the CFC. So something around perhaps a
look at those might be appropriate.

But I would just suggest that I think what we really should be
following is what employees are interested in. They are leaders in
terms of forming opir.ion about social issues today and where their
interests truly lie, and they are ahead of us. They are ahead of
curve in terms of defining what the current issues are of the 1990’s
compared to what perhaps we think they are or looking back per-
haps at the 1950’s or 1960’s.

Mr. MicA. Mr. Sodo or Mr. Howland, do you think that these pri-
vate groups, charitable groups, should be paying a larger share of
the costs incurred by the Federal Government and the taxpayers?

Mr. Sopo. One thing that we find, Congressman, and I would
certainly—David O’Steen suggested to take a closer look at that—
but the one thing that we find in some cases what employees are
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also interested in seeing is that as much as possible of their charity
contribution dollars get to the charity.

And so we're driven, and—frankly, by competitive forces within
the CFC. Charities are being driven to keep their administrative
costs down, their fundraising costs down. So the sense that the
charities—less is going to go directly to the charity could have an
inhibition—could inhibit giving in some respects. So, again, it
needs to be something that is looked at a little bit more carefully.

Mr. MicA. Well, do you support less taxpayer subsidization of the
process?

Mr. Sopo. What we find is that employers—whether it is tax-
payers or whether it is shareholders or whether it is other employ-
ers, you have 100 million people who are solicited for workplace-
giving contributions across the country. Many employers like the
Federal Government are saying we want to demonstrate our cor-
porate citizenship by doing something to help this process.

So, absolutely, we need to find more cost-effective ways always
to run the campaign, but there is a principle there about leadership
and, if you will, corporate citizenship, even with respect to the Fed-
eral Government that we might want to look at to be sure that
we’re not shooting the campaign in the foot.

Mr. MicA. Well, one of the problems is that through the courts
and through legislative action, a lot of these nontraditional char-
ities have logged onto the process. Again Mr. Howland, do you feel
that the taxpayer should continue to subsidize this process or
shoul}d these folks be paying a larger share of the administrative
costs?

Mr. HOwWLAND. Well, again, I think the taxpayer subsidy is pretty
minimal for the benefits.

Mr. MiICA. Eleven percent.

Mr. HOWLAND. I think that the benefits——

Mr. Mica. That was the testimony we had today of $22.1 million.
The direct cash outlay from the Treasury is less, but, in fact, we’re
subsidizing the rest of the process through various appropriations.

Mr. HOWLAND. I am not prepared today to suggest that——

Mr. Mica. You don’t want to get your member organizations’
shorts all bunched up, I guess is what you’re trying to say.

Mr. HowLAND. It’s something certainly that we would consider,
but that we would like to discuss at greater length.

cll\lr. Mica. I see three potential candidates for public office here
today.

Well, I appreciate your position, but I did want to ask the ques-
tion.

I will yield at this time to the gentleman from Pennsylvania, Mr.
Mascara.

Mr. MAsCARA. Thank you, Mr. Chairman.

I commend the panelists for their remarks. Your candor, cer-
tainly, Captain, your remarks.

Captain HOLLENBACH. Thank you, sir.

Mr. MASCARA. There is a dichotomy here of the issues. One is the
cost factor. And my colleagues have a proclivity and tendency to
wrap these issues in very clever words—“reform of the Combined
Federal Campaign.” Now who’s against reform? We'’re all certainly
for reform.
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And the other is, and it was pointed out by Dr. O’Steen, the issue
of free speech. That’s the other side of it. Do we limit the Federal
employees their rights, or infringe upon their rights to give to orga-
nizations that I don’t agree with—many of the philosophies? I'm
not an ethicist, not a philosopher. I'm just somebody from south-
western Pennsylvania who has some common sense.

I think—I'm offended and every Federal employee should be of-
fended by this government infringing upon their rights. And the
more I sit here, the more disturbed I get. I think all Federal em-
ployees have a right to designate to whom they wish their money
to go to. I think we’re setting a poor—a poor example for the pri-
vate sector.

And 1 participated in every fund-raising event you can think of
over the past 40 or 50 years. Corporate America gives big time in
the way of their employees contributing and working in fundrais-
ing, and I think now they can point to this government and say
that this government doesn’t want to participate and fund directly,
or indirectly, in raising money to help those who are less fortunate.

I feel that we should, as Ronald Reagan said—if I might go back
to Ronald Reagan, who said that people should look less and less
to government and more and more to volunteerism and all of us
should be more charitable and look less to Government. And now
here we have the government saying we want to interfere, and
maybe you will get less.

I think you are right, Captain. I think if we send a message that
this government doesn’t want to participate as it is currently that
somehow the private sector will get the message. “If the govern-
ment doesn’t want to participate, why should we participate?” I
think we are setting a serious course, the wrong course in the
wrong direction as it relates to giving, and I think this government
should serve as a model.

If it is that those who do not agree with those charities that are
getting that money, then that reeks of something even more seri-
ous. If you want to shut off debate—and I've seen that around the
world, and I've seen it in history, and that concerns me, that some-
how if we don’t agree with the people who are getting the money
then we should shut them out. And that concerns me, and I don’t
think we want that reputation either.

So I say to you work very hard to try to maintain—I'm not going
to say the status quo because everything can be fixed or done in
a more efficient manner. And I don’t know about perhaps charging
the charities some kind of a fee because then, again, the private
sector says, “what do we get? How are we reimbursed?”

So I have some deep concerns and I certainly want to participate
in the future in the debate as the debate goes on, but I hope that
we do not shut off free speech by those people who want to be gen-
erous with groups that I agree or disagree with.

Thank you very much, Mr. Chairman.

Mr. MiCA. If any of the panelists wanted to respond to Mr. Mas-
cara’s comments?

Well, I again thank the gentleman from Pennsylvania.

As we conclude this panel I have a couple of questions. Does any-
one have an objection to a rule or a law that requires that we pub-
lish the amounts of money that each of these groups are receiving?
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Mr. RALSTON. No. We publish it in our annual report every year.

Mr. O’STEEN. No.

Mr. HOWLAND. Not at all.

Mr. MicA. We've had trouble getting the information at this sub-
committee. I don’t mean that any of the groups testifying today
have been part of that problem.

Mr. RavsTON. The problem, again, 1 think comes from this—
comes from local CFC’s, and so it is very difficult——

Mr. MicA. To compute the total?

Mr. RALSTON [continuing]. To compute the total.

Mr. MicA. The other thing is, we have had testimony this morn-
ing that makes me think OPM views this as something they wish
would go away—any controversy about changing eligibility. By the
same token, it appears that we could have in the neighborhood of
hundreds of thousands more organizations join the ranks that are
already swelled.

In this volume, there are 489,000-some-odd number of 501(¢c)3)’s,
and a large portion of those would currently be eligible. Is there
any way or need to limit these or change the criteria you might use
in limiting future participation? Any of the panelists? Mr. Sodo.

Mr. Sopo. I thirk the first place I would like to suggest looking,
Congressman, is to what the potential universe is. Since 1987——

Mr. Mica. 489,000. In fact, sitting in that same chair was the
Deputy Director who said that we might be, in fact, publishing a
catalog the size of the Washington telephone directory before she
is through.

Mr. Sopo. If T could, I'd suggest that, if in fact there was that
real possibility, those folks would already be in. This campaign has
published these regulations and has had them on the record since
late 1987.

I think if you look at rate of growth in terms of charities in the
CFC, it has dropped significantly in the last few years. So I think
what it’s told me—I've had that same question myself. Where are
we capping this? And I think we’re near that point, honestly.

Mr. O’STEEN. If I might comment, sir, as a charity that had to
work to show that we do provide a human health and welfare serv-
ice it’'s not particularly easy to get into CFC. You really have to
demonstrate this. It’s more than just being a 501(c)3). I think the
marketplace begins to play a role.

For a charity that’s not likely to receive significant contributions,
the effort is simply not worth it. There are a lot of people out there
that want to support the NRL Educational Trust Fund. We do
about a half million a year. But I think for a high number of
501(c)3)'s which may be strictly local or have a more narrow mis-
sion, many of them wouldn’t experience that kind of support, and
it really wouldn’t be worth their effort to meet the eligibility re-
quirements and go through the process of applying which isn’t
easy.

So I agree with Mr. Sodo. You probably are coming near this
being capped, really.

Mr. Mica. OK. So we have no objections from the panel partici-
pants to publish amounts or make that information available. No
one is really decided on whether or not there should be any addi-
tional contribution from the participants, and we don’t have any



89

agreement on finding ways to limit the definition of who is eligible.
Is that pretty much the consensus of the panel?

Captain HOLLENBACH. Mr. Mica, I would like to make an excep-
tion to that.

Mr. MicA. Go ahead.

Captain HOLLENBACH. On the cost matter, what I tried to com-
municate in my comments were I think the benefits that accrue to
the organizations that participate outweigh the costs. If you are
going to add up indirect costs, I think you have to add up indirect
benefits.

My personal feeling as a commanding officer was that I got more
benefit out of my organization participating in a CFC than any
costs I incurred, and so I would argue that that is probably the
case across a wide portion of at least the Department of Defense.

Mr. Mica. Well, we thank you for your comments, your insight
and perspective.

As members of this panel deeply involved in this process, are
there any other ways that you see that the Federal Government
could increase participation, barring Mr. Ralston’s comments re-
garding the past use of pressure and brute force?

Mr. RALSTON. I think to the extent that people feel they have a
free choice and there are organizations they want to give to, they
will make that choice to give.

Mr. Mica. But we actually see a decline in participation. I think
we have a responsibility as an employer to try to involve the
workforce in these types of charitable activities. Do you see some-
thing that they are doing wrong or something we can improve that
doesn’t necessarily have to be by legislative fiat, but in the process?

Mr. HOwLAND. I would encourage agency heads to take a more
active role in the campaign. I think that the participation of an
agency reflects directly the leadership that’s provided in terms of
the Combined Federal Campaign by that agency head, be it in
Washington or another city like San Francisco.

Just in the Combined Federal Campaign in San Francisco, there
was a direct correlation between participation and giving in agen-
cies where the head of that office really made a pitch for the CFC
and encouraged in a very positive, unobtrusive way his or her em-
ployees to get involved, and then took a leadership by making a
first pledge. It really does make a big difference.

Mr. Sopo. I would just suggest, Congressman, to echo what Mike
said about leadership, there are recognition programs for Federal
employees that we can perhaps do a little better at. If there is a
culture within the Federal Government that we do want to encour-
age volunteerism, we do want to encourage giving, we do want the
private sector to play more of a role in solving human problems,
then the way to demonstrate that is through support of the leader-
ship, the commitment of the Federal Government to the CFC. And
I think, again, there are ways to explore that.

There is no question there is room for improvement. I don’t think
if we’re at an 80 percent level, frankly, it’s realistic. You probably
have coercion if you're at an 80 percent level.

Mr. Mica. I want to thank each of the panelists for participating
today, and we may submit some additional questions to you for the
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record. And, if you have full statements that you want made a part
of the record, they will appear without objection.

Also, I want to note that, although unable to personally appear
at this hearing, Mr. Robert Dowlut, secretary of the Firearms Civil
Rights Legal Defense Fund—which currently participates in the
CFC, has submitted testimony in opposition to reforming the CFC.
If there is no objection, I will also accept his testimony and make
that part of the record. So ordered.

[The prepared statement of Mr. Dowlut follows:]
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ROBERT DOWLUT
SECRETARY

FIREARMS CIVIL RIGHTS LEGAL DEFENSE FUND

The Firearms Civil Rights Legal Defense Fund was established by the National Rifle
Association of America in 1978 1t is recognized by the Internal Revenue Service as a charity
under § 501(c)(3) of the Internal Revenue Code.

The answers to the Subcommittee's three questions presented in its letter of May 30,
1995, are as follows:

(1)  The CFC should serve as a facilitator between federal employees and charities. Federal
employees should have a right to choose where their charitable money goes

(2)  The decision to have federal employees involved in the Combined Federal Campaign in
various ways, from administration to being a donor, is a policy issue. However, it would
be unfair to exclude a charity from participating in the CFC because some people view the
charity as being controversial. Controversy is in the eye of the beholder. For example,
many federal employees support the Firearms Civil Rights Legal Defense Fund because it
helps people that other civil rights legal defense funds refuse to help simply because of
institutional bigotry or because they consider the constitutional right to keep and bear
arms as being too controversial.

3) 11-1-89 t0 10-31-90 $364,939.01
11-1-90 to 10-31-91 $455,840.12
11-1-91 10 10-31-92  $444,590.33
11-1-92 to 10-31-93 $467,605.22
11-1-93 to 10-31-94 $465,870.00
11-1-94to 5-31-95 $248,160.91 (last figure not audited)

The Office of Personnel Management on May 11, 1995, tound the fund eligible to
participate in the 1995 Combined Federal Campaign as a national organization This was the
result of a successful appeal by the fund.

Initially, OPM advised in a letter of March 17, 1995, that the fund was denied for the
following reason: "The arganization failed to enumerate adequately the human health and welfare
benefits, services, or assistance provided or the activities conducted by the organization, as
required by 5 CFR 950.203(b)(6)." In its appeal, the fund pointed out to OPM that
Attachment F for 1995 contained a brief description of cases the fund has supported, and other
fund activities, throughout the nation. The same format and information was provided in
Attachment F in the fund’s CFC applications in 1990, 1991, 1992, 1993, and 1994, and all were
approved by OPM. OPM was advised that the cases supported by the fund and the activities of
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the fund are no different from those submitted by other organizations that were approved for CFC
participation. Therefore, the denial was appealed as beings erronecus and showing disparate
treatment.

The Firearms Civil Rights Legal Defense Fund would like to point out to the Subcommittee,
just as it did to OPM, that the fund provides services, benefits, or assistance, and conducts activities
affecting human health and welfare by providing legal aid and conducting educational activities in
defense of the human and civil right to keep and bear arms, as secured by the constitution and by law.
FCRLDF donates or renders all of these services gratuitously This benefits a substantial and
indefinite class of persons throughout the nation who are legitimate subjects of charity. A sampling
of the cases described in the fund's February 2, 1995, Attachment F submission to OPM reveals that
FCRLDF provides traditional human health and welfare benefits, services, or assistance by
supporting persons who have been deprived of the right to keep and bear arms on account of
discrimination based on race (black), gender (female), age (senior citizen), and low income In
addition, FCRLDF has provided assistance to persons who have been penalized in their public
employment because the content of their speech supported the right to keep and bear arms. FCRLDF
has also been instrumental in having the courts recognize a civil rights cause of action under 42 U.S
Code § 1983 where licenses to carry a gun were issued in a discriminatory manner 5o as to deny
equal protection of the law

Lastly, a person has to be alive to enjoy any right ' That is why the right to self-defense is
considered “fundamental "> This benefits the primary social interests of safety, security, and order.
Many people too poor to afford legal services have been benefited by FCRLDF.  Providing legal
services, protecting rights, and supporting the defense of life itself are traditional welfare benefits

Examples of cases presented in the February 2, 1995, Attachment F submission to OPM
supporting the above claims are as follows:

I"A predominant reason to protect a right to self-defense and personal security is that such an
interest may be a prerequisite to exercising and enjoying those rights that are explicitly
enumerated. The dead probably have very little use for the First, Fourth and Fifth Amendments
Writings that have contributed to our political and constitutional tradition confirm the idea that
individual security and self-defense are basic and natural human concerns." Nicholas J. Johnson,
Beyond the Second Amendment: An Individual Right to Arms Viewed Through the Ninth
Amendment, 24 Rutgers L. J. 1, 38 (1992).

2 United States v. Panter, 688 F.2d 268, 271 (5th Cir. 1982). “[T]he right to keep and bear
arms" is included in the catalog of individual liberties. Planned Parenthood v. Casey, 120
L. Ed 2d 674, 696 (1992).
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Racial and Gender Discrimination

Massachusetts; Muriel Kendrix. Ms. Kendrix felt that she was denied a license to carry a
pistol on account of her gender (female) and race (black). Subsequent to the filing of a lawsuit, the
Chief of Police capitulated and granted her a license.

New Jersey; Theodore Merriweather. This was an appeal from a denial of an appiication
to obtain a permit to carry a pistol. Mr. Merriweather claimed his application was denied on the basis
of his race (black) New Jersey's constitutional right to self-defense was raised. The filing of all
briefs was completed on December 18, 1992 The Superior Court, Appellate Division, denied relief
in a per curiam unpublished opinion on August 11, 1993. An appeal to the New Jersey Supreme
Court was not taken on account of a procedural problem: key issues were not raised in the trial court,
but were raised for the first time on appeal.

Discrimination Against The Elderly

New Jersey;, John Pilate. Mr. Pilate was turned down for applications to purchase firearms
after almost a 10-month wait because he is too old (79), his fingerprints will not be processed because
cf his age, and because he wants the firearm for protection. The appeal to the Superior Court raised
the constitutional right to self-defense, an age discrimination statute, and the statutory requirement
to act within 30 days on a firearm purchase application. Judge Jonathan N. Harris found denial of
the permit to purchase arbitrary, capricious, and unreasonable. The judge found that personal
protection is a legitimate and traditional reason for possessing a firearm in the home, and that the
state waives its right to utilize fingerprints on applicants for a purchase permit after 75 years of age
by its decision to quit processing fingerprints of senior citizens.

Low-Income Persons Should Not Suffer Discrimination in Enjoyment of Righis

Maine, Doe v. Portland Housing Authority. The Portland Housing Authority has a lease
provision forbidding tenants to possess any firearm. Since the housing authority was created pursuant
to Main Revised Statutes title 30A, § 4721, there is state action constituting governmental
infringement. Article I, § 1 and § 16 of the Maine Constitution guarantee a right to keep and bear
arms for defensive purposes. Article I, § 6A guarantees due process, equal protection, and
nondiscrimination. A lawsuit was filed in Superior Court seeking invalidation of the lease provisions,
damages, and costs for plaintiffs. On December 30, 1993, the lease provision was held a reasonable
exercise of the police power. An appeal was taken by Doe to the Maine Supreme Court, and oral
argument occurred on September 21, 1994, The fund also filed an amicus curiae brief at no cost.
On April 4, 1995, the Maine Supreme Court voided the lease provision forbidding tenants to possess
firearms. This decision allows poor people to enjoy the civil right to keep a gun in the home for
defense and security without fear of losing the public benefit of public housing
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Freedom of Speech on Right to Keep and Bear Arms

Minnesota, David Gross v. Minneapolis. This case involves the taking of an adverse
personal action against an employee (attorney) of a local unit of government on account of his
constitutionally protected expressions in support of the right to keep and bear arms. The case went
to arbitration, and Gross was ordered reinstated. He is now contemplating filing a civil rights action
for violation of constitutional rights. The case is being analyzed by a national jury project 10
determine the probability of success.

Ohio; Thomas v. Whalen, et al This is a civil rights action under 42 US C.A. § 1983 in
U S. District Court. The case involves disciplinary action taken against Police Lieutenant Harry
Thomas for speaking on behalf of gun rights and the NRA. Disciplinary proceedings instituted
against Lt. Thomas were an attempt to stop the exercise of his First Amendment rights. Upon
deposing of Lt. Col. Ammann, it was discovered that the Cincinnati police administration seeks to
reduce Lt. Thomas' credibility when speaking on matters of gun control by preventing him from
identifying himself as a Cincinnati police officer. The court disallowed a claim of qualified immunity
by the defendants, and they filed a notice of appeal on October 13, 1993, to the U.S. Court of
Appeals. The appeal will delay a jury trial

Civil Rights Cause of Action Based on Equal Protection

Colorado; Thomas C. Miller & RW. Peterson v. Denver. The plaintiffs are private
investigators. Denver has a policy of refusing to even process applications for a permit to carry a
pistol concealed. The issue is whether the city may be compelled to process applications as required
by statute and ordinance even if it ultimately decides to deny a permit. The fund filed an amicus
curiae brief in May 1993. It was prepared by counsel volunteered to the fund from the NRA's
General Counsel's Office at no cost to the fund.  The Colorado Court of Appeals on June 16, 1994,
held that the complaint stated a cause of action and reversed the trial court's decision dismissing the
complaint. The case is reported at 878 P.2d 141. The court held a cause of action was stated under
42 U.S. Code § 1983, based on a claim that the defendants handled private investigators' applications
for concealed pistol permits differently than applications submitted by current or retired law
enforcement officers and that no rational basis existed for this disparate treatment. The police, in
effect, were attempting to protect the outside employment of current law enforcement and retired law
enforcement officers to conduct a private business at the expense of the appellants. The appellants'
right to work was stifled by an attempt by the organs of the state to have a monopoly in the field of
armed private investigation and protection

Right 1o Self-Defense

District of Columbia; George Cowan. Mr. Cowan discharged his pistol and struck a burglar
discovered in his home in the night The burglar subsequently expired. Mr Cowan has not been
charged with any offense or summoned to appear before the grand jury thus far. He has consulted
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with attomeys from the NRA General Counsel's Office, whose services are volunteered to the fund.

North Carolina, Roger D. Woods. Woods is an employee of the City of Wilmington While
off duty, he was attacked by a man in a parking iot. Woods shot and wounded the man. Woods was
charged with assauit with a deadly weapon. During the trial, on May 14, 1992, the Superior Court
granted a defense motion to dismiss based on a plea of self-defense. The city fired Woods even
though he acted in self-defense. Woods is asking for reinstatement. The issue is whether the firing
is contrary to public policy. The established law or public policy of North Carolina supports the right
to bear arms and to defend one's life. A lawsuit was filed in July, 1994, in the Superior Court of New
Hanover County.

Oregon; James Poston. This is an appeal to the Oregon Court of Appeals. The issue is
whether a minor may arm himself to protect his mother. All briefs have been filed. Oral arguments
took place on November 13, 1992. The Court of Appeals held on April 20, 1994, that it is proper for
a minor to arm himself to protect his mother based on a reasonable appearance of danger

Texas; Jolie Blackburn. Ms. Blackbum is a college student. She slew a man who was under
the influence of narcotics and who was attempting a burglary. She is claiming self-defense and
justifiable homicide against a misdemeanor charge of negligent homicide and against a civi! lawsuit

Virginia, Rayna Ross. Marine Lance Corporal Ross shot and killed a man armed with a
bayonet who broke into her home at night. Civilian authorities found no reason to prosecute her.
However, the Marine Corps proceeded against her with an Article 32 investigation. She was
represented by an attorney from NRA's Office of General Counsel, volunteered to the fund, and who
is a retired Marine Corps Colonel  After the hearing, the commanding general concluded on March
14, 1994, that no charges should be placed against Cpl. Ross

Wisconsin; State v. Pezze. Ronald G. Pezze was informed by his cleaning lady on July 27,
1991, at 4:30 a.m., that burglars had broken into his place of business. Pezze armed himself with a
pistol and confronted two burglars armed with a knife. They turned toward him. Pezze fired and hit
both burglars, killing one and wounding one. He was charged with negligent operation of a firearm
resulting in death and negligent operation of a firearm resulting in an injury. On March 5, 1992, a jury
found Pezze not guilty of all charges. The jurors felt that a victim of a nighttime burglary, confronted
by two burglars armed with a knife, is justified in fearing for his life and firing his pistol.

FCRLDF also distributes books and law review articles for educational purposes, and
conducts a student writing contest  The publications include the book TO KEEP AND BEAR
ARMS, by Joyce Lee Malcolm,  historian, published by Harvard University Press in 1994. Providing
educators and libraries educational material at no cost is a public benefit.
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These activities are in keeping with Article III of the Firearms Civil Rights Legal Defense
Fund's constitution, which established its purposes as follows:

A. Voluntarily to assist in the preservation and defense of the human, civil, and/or
constitutional rights of the individual to keep and bear arms in a free society;

B. To give financial aid gratuitously and to supply legal counsel, which counsel may or may
not be directly employed by this Fund, to such persons who may appear worthy thereof, who are
suffering or are threatened legal injustice or infringement in their said human, civil, and constitutional
rights, and who are unable to obtain such counsel or redress such injustice without assistance,

C. To conduct inquiry and research, acquire, collate, compile, and publish information, facts,
statistics, and scholarly works on the origins, development and current status of said human, civil, and
constitutional rights, and the extent and adequacy of the protection of such nghts;

D To encourage, sponsor, and facilitate the cultivation and understanding of the aforesaid
human, civil, and constitutional rights which are protected by the constitution, statutes, and laws of
the United States of America or the various states and territories thereof, or which are established by
the common law, through the giving of lectures and the publication of addresses, essays, treatises,
reports, and other literary and research works in the field of said human, civil, and constitutional
rights,

E. To make donations to organizations which qualify as exempt organizations under Section
501 (c)(3) of the Internal Revenue Code of the United States or the corresponding provision of any
future Internal Revenue Law of the United States

In conclusion, the aforementioned examples of FCRLDF activities affecting human health
and welfare indicate FCRLDF has complied with 5 CFR 950.203(b). It should continue to be eligible
for participation in the CFC as a national organization

Respectfully submitted,

Hoort oot

Robert Dowlut
Secretary
Firearms Civil Rights Legal Defense Fund
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Mr. MicAa. Well, again, we thank you for your participation and
involvement in this hearing; and, hopefully, we can improve the
process with your assistance.

I would like to call our third and last panel—we always save the
best for last.

We have Dr. Donald J. Devine, who is former Director of the Of-
fice of Personnel Management. We have Mr. Jeremiah J. Barrett,
former Director of CFC Operations; Mr. Joseph A. Morris, former
General Counsel, Office of Personnel Management; and Mr. Ronald
C. Burrus, executive director of the NVHA San Diego County Com-
mittee. Each of these individuals has excellent familiarity and ex-
perience with CFC.

I would ask at this time if you could rise and be sworn in, as
is customary with the panel.

[Witnesses sworn.]

Mr. MicA. The record will reflect a positive response from the
panelists.

Again, each of you has a great deal of expertise, and we appre-
ciate your coming forward.

I thought we would begin with the least controversial member of
the panel—Dr. Devine. We look forward to his testimony. Dr.
Devine.

STATEMENTS OF DONALD J. DEVINE, FORMER DIRECTOR, OF-
FICE OF PERSONNEL MANAGEMENT; JEREMIAH J. BARRETT,
FORMER DIRECTOR OF CFC OPERATIONS; JOSEPH A. MOR-
RIS, FORMER GENERAL COUNSEL, OFFICE OF PERSONNEL
MANAGEMENT; AND RONALD C. BURRUS, EXECUTIVE DIREC-
TOR, NVHA SAN DIEGO COUNTY COMMITTEE

Mr. DEVINE. Thank you very much. And I notice you're rapidly
approaching my status, and I congratulate you on your courage in
having this hearing. I do think this is an important subject.

I have a little booklet I've written on this subject that I would
like to put in the record.
fl[The information referred to can be found in the subcommittee
iles.]

Mr. DEVINE. You asked what the purpose of the Combined Fed-
eral Campaign should be. I think the Executive order of President
Kennedy stated it quite well.

And you asked: do you think it’s proper for the taxpayers to sub-
sidize this charity drive? I believe it is, as long as the cost to the
government in both direct and indirect management costs are rel-
atively small, and that the causes supported by the charity drive
help the management of the government and do not offend the em-
ployees or hurt the productivity of the institution.

That's why the original Executive order from John F. Kennedy
to every President through Ronald Reagan limited the drive to uni-
versally accepted human health and welfare charities, setting the
criterion for which charities could be supported.

The Supreme Court of the United States reviewed this matter,
in a case I took to it—against the advice of all the lawyers in the
government, by the way, except Mr. Morris who was working for
me at the time—and only on the demand of President Reagan him-
self were we able to make the appeal. The Supreme Court of the
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United States said it was “proper for the government to conclude
that a dollar spent in providing food and shelter is more beneficial
than a dollar spent on litigation.”

Mr. King of the Office of Personnel Management wrote to the
committee that he doesn’t want a return to the “acrimony and tur-
moil of the 1980’s,” but it’s important to remember what caused
that turmoil and what was the result of that turmoil. Because it
was the government which was forced by the advocacy groups to
accept “lobbying, litigation, and advocacy of the needy as just as
charitable as health and welfare,” quoting the main architect of
that change. The government was forced into its current position.

And T'd like at this point to correct the OPM Deputy Director’s
testimony. None of this is in law. It's all by administrative action.
No reform would need a change in the law, except the appropriate
ban that was put in. The only action Congress has ever taken on
this was the negative one of refusing to allow us to spend funds
on the purposes of the original Executive order. It’s all through ex-
ecutive branch administrative action.

Now, I know that it's difficult to stand up to the pressure groups
and represent the taxpayers’ and the employees’ right to decide—
to do the right thing in an area as obscure as this program, one
that doesn’t even exist as far as the law is concerned except as an
administrative action. But we should not allow as public policy, po-
litical bullies to force bad policy on the Government of the United
States. That's why I did fight for this when I was the head of OPM
during the Reagan administration.

Everybody who's testified today has pointed to the benefits of the
choices that exist in this campaign. Well, there would be no choice
in this campaign if I didn’t take on the vested interests that ran
the campaign before I came along.

You know what the amount of money that was chosen to be di-
rected was before I made the changes in the Combined Federal
Campaign? Zero. Absolutely zero. It was set by the government
what the administrative disbursal of the funds would be. I took on
the vested interests in the campaign and set up the current system
where now, 93 percent of the contributions are made voluntarily to
specific organizations.

Why did I take that step that now is universally accepted as the
right one? Because it was the right thing to do. It was the wrong
thing for the government to dictate through administrative—not
even through law but through administrative decision—what
groups, favored groups, would get what particular amount.

The very choice that’s in the program was taken because we de-
cided in the Reagan administration that we would take on those
special interests. We would reform the campaign to allow employ-
ees to decide who got what amount of their funds.

But we also decided that we were going to stick to the traditional
heglth and welfare definition set from the time of President Ken-
nedy.

Now, Mr. Moran says we don’t have any complaints. But we have
enormous complaints in this system. It is a market in the Com-
bined Federal Campaign, and the Federal employees are walking
away from this campaign.
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Mr. Ralston mentioned the coercion that was removed from the
campaign, which was a positive reform. But why did the campaign
drop by a half a million dollars in 1980, the year after the political
advocacy groups went in the campaign? And why has it never re-
covered from that and, in fact, gone down $200,000 or $300,000
more since then?

The Federal employees have said very clearly that they do not
like it. It can’t be attributed to the coercion problem, which changes
were made before 1980. Why did it drop all of a sudden in 1980
when the political advocacy groups were admitted to the CFC? It
did because, specific groups objected to Planned Parenthood, the
unions objected to the Right to Work Committee, and on and on for
the different groups that were admitted.

The Federal employees have told us there were complaints. As
previous testimony related, in the private sector results have gone
up in participation when choice is greater. Why have results gone
down in the Federal Government? I think it’s because we are in-
volved in many, many, many more political advocacy groups than
in the private sector, where that’s much less likely to happen.

Congresswoman Morella says the campaign is not broken. The
fact of the matter is, it is broken. There are some 700 or 800,000
fewer Federal employees participating in this campaign because it
is broken.

The fact of the matter is, there is no such thing as a criteria-free
campaign. Enormous numbers of hours are spent in this campaign
to decide who gets in. We have heard testimony on how difficult it
is.

Congresswoman Morella mentioned an educational group. Well,
actually educational groups are not supposed to be in this cam-
paign. That’s why it was so difficult for them to get in. And the fact
of the matter is, most educational groups are not in the campaign.

If you really want to open this up to everybody, let’s open it up
to everybody and allow everybody. I, frankly, think the Republican
party is one of the most effective advocacy groups in the country.
And if we want to let advocacy groups in, let’s let the Republican
party in.

One of the witnesses mentioned trade associations. Well, there
are thousands of 501(c)(3)’s. Let them all in.

How about every college and university in the United States in?
They attract very well. Let’s let them in, too.

How about candidates? I think that would be nice, too. Why can’t
we support candidates through the Combined Federal Campaign?

What about churches? Right now, churches get about 70 percent
of the charitable free choices that people make in the private sec-
tor. Let’s let churches in.

None of these are in now. The fact of the matter is, we're letting
a privileged group in the campaign right now.

As the Supreme Court said, it’s legitimate for the government to
decide what groups get in and what groups dont. There is no rea-
son why we cannot go back to the original purpose of this cam-
paign. Every President from John Kennedy to Ronald Reagan said
it should be restricted to health and welfare organizations.

There is no reason that we can’t exclude groups that primarily
lobby or litigate or advocate causes or, I would add, that are affili-
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ated with groups that do. There’s no reason why we can’t do it, and
I urge Congress to return to the policies of those former Presidents
and restrict membership in the Combined Federal Campaign to
health and welfare organizations. And I commend you for bringing
this difficult problem to public attention.

Thank you.

Mr. Mica. I thank you, Dr. Devine. We never have any problem
knowing exactly where you stand on these issues, and I appreciate
your candor. You should have been in the other panel.

Mr. Jeremiah Barrett, former Director of CFC Operations. We
recognize you.

Mr. BARRETT. Thank you.

I was the Director of the Office of Combined Federal Campaign
Operations from August 1988, through December 1991. Previously,
I was a Special Assistant to the General Counsel for CFC.

Mr. MicA. Can you pull the mike a little bit closer? Thank you.

Mr. BARRETT. Previously to that, I was the General Counsel for—
Special Assistant to the General Counsel for CFC matters. I was
also agency expert on CFC and had direct responsibility for the de-
velopment and implementation of the CFC policy in response to the
1986 legislation.

The increase in the number and types of charitable organiza-
tions, which was the objective of the legislation, raised concerns
within the Federal population. Donors objected both to the increase
in numbers and the objectives of some of these organizations.

Many employees felt that some of the organizations did not, in
their point of view, provide direct human health and welfare serv-
ices to individuals who were not traditional charities. Many felt
that the inclusion of some specific voluntary agencies was objec-
tionable because of their goals and objectives.

There were enough objections by Federal employees in speeches,
training sessions and in correspondence. I tried to address these
concerns by emphasizing an employee’s designation and assured
that their gift went to the organization they supported and no oth-
ers.

There was enough concern on a trip sponsored by the Depart-
ment of Defense overseas they asked me to specifically talk about
the issue of a rise in advocacy groups and others in the campaign
because of the concerns of the military.

The change in the CFC had an impact on campaign operations
then and I imagine it still does today. But the impacts, besides
having a negative impact, led to employees overwhelmingly des-
ignating their gifts.

I would like to address the purpose of the hearing about whether
the CFC should return to its original purpose. I don't believe it can.

The charitable organizations that you might support as providing
human health and welfare services I see as advocacy groups whose
goals and objectives I find repugnant. Planned Parenthood World
Population has participated in the CFC for over three decades. Na-
tional Rifle Association and National Right to Work have been in
thg caglpaign for two decades and National Right to Life for over
a decade.
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Obviously, no one can support all of these groups, their goals.
You would have to object to one or the other being in. But they
have all been there, and the impact has not been that adverse.

I would like to recall one particular thing about coercion. You
were talking about there when they had 80 percent participation.
Back in the 1960’s, at Randolph Air Force base in San Antonio, the
then commanding general would line up and start the campaign,
all the flags of all the commanders under him on the right side of
the drive. And as they made their goal they moved to the left side
of the drive so every morning as he drove in he could see what was
happening. That was the end of coercion where we had 80 percent
participation.

Once we passed regulations—once the regulations were changed
to try and avoid coercion, the participation rate did drop.

In addition to the participation of groups that I might find objec-
tionable, Directors of the Office of Personnel Management and local
campaign officials have, through their own eligibility decisions, re-
defined human health and welfare organizations as far as the CFC
is concerned.

An amazing variety of organizations providing numerous and
varied services have been found eligible. The introduction of these
different voluntary agencies has caused the campaign to grow, but
based on receipts has not caused an adverse effect on CFC. Except
in the 1 year that Dr. Devine mentioned, all years after that the
campaign did grow in total receipts. Participation did go down. It
was individual gifts that were rising.

The CFC regulations and IRS regulations allow ineligible organi-
zations to create fronts that are eligible for charitable donations
which in turn they funnel to their parent groups. This happened
a few years ago. One particular national organization lost its IRS
501(c)(3) status because it had participated in a partisan campaign.

There were 2 years of funds still to be distributed to the group.
The Department of Justice advised OPM to arrange for the funds
to be distributed to a charity that was providing similar services.
The ineligible group formed a legal defense and education fund to
receive the outstanding funds and these were given to the parent
group. This new group still participates in the CFC today.

As you requested, I would like to share my view of what is the
central purpose of the CFC. The CFC is the vehicle that gives Fed-
eral employees the opportunity to make donations to charitable or-
ganizations of their choice. It is not to keep a specific charity alive
or to have the government decide what are appropriate organiza-
tions for employees to give their gifts.

This leads me to conclude that the CFC as presently established
should be abolished. First, the CFC is very costly. A few years ago
when we calculated—this was the one of $50 million—we made cer-
tain assumptions that came up with that figure. This was to raise
$200 million. That sort of percentage of administrative fundraising
expenses would bar most charities from participation in CFC.

econd, the CFC is a very small, insignificant part of charitable
support in the United States. As a Nation, Americans are incred-
ibly generous in their charitable giving. The $200 million that is
raised in CFC is not even 1 percent of the total charitable dollars
raised annually.
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Third, the Director of OPM and local Federal officials are very
limited in the amount of information that they receive from appli-
cant agencies when they make their eligibility decisions. This per-
EFl‘t(sJ many questionable and fraudulent organizations to enter the

Fourth, deciding eligibility of organizations by the government
gives the false impression that they are approved by the govern-
ment. This is not the case, but the government still can be held up
to ridicule for permitting a suspect organization to participate.

I recommend that the Congress encourage the Government to
permit employees to establish a charitable allotment during the
specific period of time each year without the CFC operational de-
tails. The allotment would be the same as the one used to pay off
a car loan or other recurring payment that employees have.

This would remove the Government from the costly eligibility
and appeal process and the possibility of potential legal claims. It
would allow the donors to continue to support an organization as
long as he or she wished.

An allotment such as this would require an employee to cancel
it or change it for it to stop. It would encourage the recipient char-
ities to develop and maintain their relationships with their Federal
donors. It would treat employees as responsible adults who can
make these decisions without the approval of a paternalistic bu-
reaucratic overseer. It would inhibit if not stop cases where em-
ployees have used their designations to pay tuitions to private
schools or to day care centers.

The charity would receive with each check, I would assume, a
statement to the effect that it is a tax deductible gift for which the
donor should receive no benefit.

I appreciate the opportunity to present my views.

[The prepared statement of Mr. Barrett follows:]
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TESTIMONY
OF
JEREMIAH J. BARRETT

I was the Director of the Office of Combined Federal Campaign (CFC)
Operations from August 1988 through December 1991. Previously, I
was the Special Assistant to the General Counsel for CFC. In these
positions, I was the agency expert on the CFC and had direct
responsibility for the development and implementation of CFC policy
and the oversight and evaluation of its operation.

I developed and issued the CFC regulations in response to the CFC
legislation. As the Congress had directed, these regulations

opened the campaign to a larger number and wider variety of
charities.

This increase in numbers and types of charitable organizations

raised concerns within the Federal population. Many donors
objected to both the increase in organizations and the objectives
of some of them. Many employees felt that some of these

organizations, did not in their point of view, provide direct human
health and welfare services to individuals. Many felt that the
inclusion of specific voluntary agencies was objectionable because
of the groups goals and objectives. There were enough objections
by Federal employees that in speeches, training sessions, and in
correspondence, I tried to address these concerns by emphasizing
that an employee’s designation insured that his gift would go to
the specified charity. 1In fact, the Department of Defense was so
concerned about this issue that when I was going to Asia on behalf

of the campaign they asked me to address this issue with the
military.

This change in the CFC had an impact on campaign operations and, I
would imagine, still does today. But, that impact has not been

only negative because donors now in overwhelming numbers designate
their gifts.

Next, I would like to address the purpose of these hearings. Can
the CFC be returned to its original purpose to remove ideological
advocacy groups and other organizations that do not provide or
support human health and welfare services?

Based on my experience with the CFC, I doubt it.

The charitable organization that you support as providing human
health and welfare services; I see as an advocacy group whose
objectives and goals I find repugnant. Planned Parenthood World
Population has participated in the CFC for three décades; the

National Rifle Association almost two decades; and National Right
to Life for over a decade.

In addition, Directors of the Office of Personnel Management and
local campaign officials have through their eligibility decisions
re~defined human health and welfare. An amazing variety of
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organizations providing numerous and varied services have been
found eligible. The introduction of these different voluntary
agencies has caused the campaign to grow but based on receipts has
not caused an adverse effect on the CFC.

For example, there is an organization that provides services in a
only in limited number of western states but it sends applications
throughout the country. When one of my staff members contacted
them, an official with the group said that they paper the country
with applications to most of the campaigns on the assumption that
they will be accepted, even though they provide no services in each
campaign area.

The CFC regulations and the IRS regulations allow ineligible
organizations to create fronts that are eligible for charitable
donations which in turn they funnel to the parent group. this
happened a few years ago.

A national organization lost it IRS 501(c)(3) status because it had
participated in a partisan campaign. There were two years of funds
designated to the group to still be distributed. The U.S. Treasury
advised OPM to arrange for the funds to be distributed to a charity
that was providing similar services. The ineligible group formed
a legal defense and education fund to receive the outstanding funds
and these were then given to the parent group. This new group
participates in the CFC today.

As you requested, I would like to share my view of what is the
central purpose of the CFC. The CFC is the vehicle that gives
Federal employees the opportunity to make donations to charitable
organizations of the their choice. It is not to keep a specific
charity alive or to have the Government decide what are appropriate
organizations for employees to give their gifts. This leads me to

the conclusion that the CFC as presently established should be
abolished.

First, the CFC is very costly. A few years ago we calculated what
the cost to the government was to operate the CFC. We made certain
assumptions and came up with a figure of $50 million to raise $200
million. We would bar a charity that had this high a percent of

its funds being charged to administrative and fund raising
expenses.

Second, the CFC is a very small and insignificant part of any
charities’ support. As a nation Americans are incredibly generous
in their charitable giving. The $200 million that is raised in the
CFC is not even 1% of the total charitable dollars raised annually
in the U.Ss.A.

Third, the Director of OPM and the local Federal officials are very
limited in the amount of information that they receive from
applicants with which to make their eligibility decisions. this

pernits many questionable and possibly fraudulent organizations to
enter the CFC.
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Fourth, deciding eligibility of organizations by the Government
gives the false impression that they are approved by the
Government. this is not the case but the Government still can be

held up to ridicule for permitting a suspect organization to
participate.

I recommend that the Congress encourage the Government to permit
employees to establish a charitable allotment during a specific
period of time each year without the CFC operational details. The
allotment would be the same as the one used to pay off a car loan
or other recurring payment that employees have.

This would remove the Government from the costly eligibility and
appeal process and the possibility of potential legal claims.

It would allow the donor to continue support for an organization as

long as he or she wished. An allotment such as this would require
the enployee to change or cancel it.

It would encourage the recipient charities to develop and maintain
their relationships with their Federal donors.

It would treat employees as responsible adults who can make these

decision without the approval of a paternalistic bureaucratic
overseer.

It would inhibit, if not stop, cases where employees have used
their designation to pay tuition to private schools or to day care
centers. The charity would receive with each check, a statement to

the effect that this is a tax deductible gift for which the donor
should receive no benefit.

1 appreciate the opportunity to present my views and I am available
to answer any questions.
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Mr. MicA. Thank you, Mr. Barrett. We will now call on our next
witness, Mr. Joseph A. Morris, former General Counsel of the Of-
fice of Personnel Management.

Welcome, and you are recognized.

Mr. MorRris. Thank you, Mr. Chairman. I also would like to com-
mend you and the subcommittee for taking up this issue. It is an
important one as the contentiousness that surrounds it may sug-
gest.

If T might take a peculiar moment of personal privilege here,
there is a gentleman sitting behind us here, a civil servant, James
S. Green. Mr. Green was Principal Assistant to the General Coun-
sel of OPM under President Carter. He was Principal Assistant to
the General Counsel under President Reagan. He was Principal As-
sistant to the General Counsel of OPM under President Bush. He
was Principal Assistant to the General Counsel of OPM now under
President Clinton.

I have no idea what Mr. Green’s personal views are regarding
the Combined Federal Campaign or questions of eligibility in it,
but I do know, however, that for two decades Jim Green has been
giving solid legal advice to a succession of General Counsels in ad-
ministrations that have had significantly differing points of view
about what the Combined Federal Campaign ought to be and how
it ought to be run.

As a lawyer, professional to professional, I would like to take this
public opportunity to commend Jim Green on behalf of my prede-
;:_essor, my successors and myself for that good work he has done
or us.

The fact, Mr. Chairman, that lawyers have their hands so deeply
in the business of the Combined Federal Campaign is one of the
most telling things about it. It is a peculiar thing that here is a
charity drive and here sitting to my right is the fellow who was the
principal operations officer of a charity drive who ran a govern-
mentwide charity drive out of a law office for years because of the
contentiousness that has surrounded the Combined Federal Cam-
paign, because this is no charity drive, Mr. Chairman.

What this has become is a mechanism, a machinery, a funnel for
channeling money in the least extensive, most efficient way pos-
sible to political, legal and other advocacy organizations. That is
what this fight is about. That is what it has been about for two
decades.

You have before you this morning a witness representing the or-
ganization that more than any other is responsible for this fun-
damental change in the character of the CFC. For good or for ill,
it is the NAACP Legal Defense and Educational Fund which made
it its project in the late 1970’s, early 1980’s, under President
Carter, and resisted by the Carter administration, to punch a hole
in the wall that President Eisenhower, President Kennedy, Presi-
dent Carter and President Reagan attempted to draw that limited
participation in the CFC to genuine traditional human health and
welfare services that delivered services directly to needy people.

For good or for ill, the NAACP Legal Defense and Education
Fund has gotten its way over the course of the last decade-and-a-
half to the point that the hole it punched in 1980 in a decision that
was handed down the night before Ronald Reagan was sworn in as
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President and appointed Donald Devine as Director of OPM, Janu-
ary 19, 1991, was the first major decision of a court that ordered
the LDF and in its wake a host of other legal and advocacy organi-
zations into the Combined Federal Campaign.

Mr. Chairman, I know that our full statements are going to be
added to the record. I would like to note that there is an Annex
3 to my full statement that is an index of 35 documentary exhibits.
I have tendered to the committee, as well, a compendium of those
35 exhibits that take the subcommittee through the history of the
Combined Federal Campaign from the earliest Executive orders to
all of the various rules and regulations that have been promul-
gated, the court decision correspondence, including in the early
1980’s very interesting correspondence te Director Devine from
Abner J. Mikva, sitting judge of the U.S. Court of Appeals for the
District of Columbia circuit, who weighed in what Director Devine
thought in those days was an instance of bizarre judicial lobbying
of the executive branch trying-to open up the Combined Federal
Campaign to advocacy organizations.

Director Devine was so nonplussed—it is rare to find him non-
plussed, but he was so nonplussed by this lobbying by Judge Mikva
who apparently continues his letter writing habits to this day, that
Director Devine referred Judge Mikva’s letter to me for reply and
my reply to Judge Mikva will also be found in this compendium.
So I ask that the compendium of exhibits also be inserted in the
record along with my statement.

Mr. Mica. Without objection, we will submit for the record at
least a summary of what is in the compendium and refer to that.
It looks like a lengthy document. I am so cost conscious, we may
refer to that.

Please proceed.

Mr. Morris. Thank you, Mr. Chairman. I think that it is impor-
tant at the outset of your work in considering the Combined Fed-
eral Campaign to come back to a fundamental question about the
role of charity in workplaces in America at large, a question Mr.
Mascara put to one of the witnesses, and I don’t think he got a sat-
isfactory answer.

The question is, are there restrictions put on charitable solicita-
tion in the workplace in the private sector and the answer is, you
bet there is. I rather suspect most private workplaces in America
don’t allow charitable solicitation in the workplace at all.

And most private sector places of employment that do, including
particularly the large corporate organizations where solicitation on
behalf of charities of their employees are routine, tend to limit so-
licitation to, in the typical instance in a large metropolitan area,
the United Way or the Crusade of Mercy or Community Chest, but
some organization, usually umbrella or a federation that selects its
own members. Private sector employers are entitled to decide
whether or not there will be any invasion of their workplaces by
charitable solicitors at all, and if they decide in the affirmative to
allow invasion of the workplaces by charitable solicitors, they are
entitled to decide whom they will admit.

Here we are dealing with an employer. To be sure, it is a some-
what different employer because it is a governmental employer.
And because it is a governmental employer, there are just a few
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crucial changes in the ground rules that apply to its decisions
whether or not to admit charitable solicitation.

But one ground rule doesn't change, and that is that the govern-
ment is under no obligation to allow any charitable solicitation in
the workplace at all, and it is only by Executive orders of succes-
sive Presidents expressly allowing it in part to close off myriad
kinds of little ad hoc solicitations that disrupt the workplace, only
by those express affirmative decisions is charitable solicitation al-
lowed at all.

The question is, once you open the door to any charitable solicita-
tion, must you open the door, in effect, as the LDF has argued for
a decade-and-a-half, to all charitable solicitations? And this is the
heart of the matter.

Mr. Chairman, I submit that it is constitutionally and legally
possible for the government as an employer to decide that it is
going to limit the opportunity—that it is going to open its doors to
solicitation but limit that solicitation to charitable organizations
that the government selects on the basis of neutral and objective
criteria.

I submit, Mr. Chairman, that an excellent effort at elaborating
neutral and objective criteria was made by President Reagan in his
1983 Executive order and that the meaning of Mr. Reagan's 1983
Executive order was successfully elaborated by Director Devine’s
1983 implementing regulations.

And what those objective and neutral criteria do is exactly what
Director Devine has already told you; Justice O’Connor said in the
decision of the U.S. Supreme Court in Cornelius v. the NAACP
Legal Defense and Education Fund in 1985, that it is a permissible
decision for the government to make that a charitable dollar spent
on direct human health and welfare services is more valuable as
far as the government is concerned than a charitable dollar spent
on legal, political or other advocacy decisions and therefore the gov-
ernment decides that it will subsidize the collection in the Federal
workplace of the former as opposed to the latter, a legitimate, a re-
sponsible, a constitutional distinction, and a constitutional distine-
tion that the Supreme Court said in that case can be made on
grounds that on their face are neutral and objective and therefore
perfectly constitutional despite the peculiar first amendment rules
t}l)at apply only to government workplaces and to no private work-
places.

Against that background comes a simple question, is this system
currently broken?

The answer is, you bet it is broken when this wonderful oppor-
tunity that successive Presidents have given and that generations
of Federal employees have followed up on—to provide generous
support to human health and welfare philanthropies, when that
spirit, that impetus, that subsidy and those moneys are being di-
verted to other causes. Those other causes may well be legitimate.

I support some of them. I am, in fact, President and CEO on a
volunteer pro bono basis of a 501(c)3) legal defense organization
that refuses to participate. My board has directed that we not par-
ticipate in the CFC precisely because my board wants to avoid any
avoidable governmental subsidies of any kind and it is certainly
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the case that the CFC involves a governmental subsidy of the col-
lection of money.

Yes, there is a harm when the government is forced to use tax-
payer money to subsidize the collection of funds for charities whose
work, whatever it is, whether I approve or disapprove of it, or you
approve of it or disapprove of it, goes to support something other
than the lessening of the burdens of government, and that is one
perfectly valid objective distinction that can be made.

For what human health and welfare agencies that deliver direct
services to poor and needy and sick people do is they lessen the
burdens of government. What organizations like the NAACP Legal
Defense and Education Fund or the Lincoln Legal Foundation, of
which I am the pro bono president, do, in many instances, is to liti-
gate trying to get government to spend money to take action, not
lessen the burdens of government, but impose burdens on govern-
ment. '

That is a legitimate kind of distinction to be drawn and succes-
sive Presidents have drawn that distinction.

Mr. Chairman, let me conclude with just a couple of quick com-
ments about some issues that have come up in testimony through
the course of the day today to which perhaps the further scrutiny
of the subcommittee may in due course be directed. Reform of the
Combined Federal Campaign does not at all necessarily mean de-
nial of choice, because, remember, most charitable solicitation giv-
ing takes place out of the workplace altogether and there is nothing
about any of the reforms that are being considered today, nothing
about any of the reforms in President Reagan’s 1983 Executive
order that in any way impose any limitations upon what people do
with their own money on their own time in their own way outside
the workplace.

Second, Mr. Chairman, I think that careful attention should be
given to that chart that the Deputy Director of OPM displayed
today. On careful review, I don't believe that chart shows that
there has been a steady increase in constant dollars in average
gifts.

In fact, I think it shows that in the time period displayed on the
chart from 1965 through 1993 the per capita held constant in con-
stant dollars, went from about $11.50 down to $10. That was a
more or less constant squiggly line across the chart. The black line
that held steady for many years and shot up from 10 to nearly a
thousand in the space of under 10 years was the total number of
organizations participating in the CFC.

It was held steady at $10 until the LDF punched a hole and then
the number of national—not local but national—organizations par-
ticipating in CFC shot up from 10 to nearly 1,000 in the 1993 cam-
paign, and that does not count the additional hundreds and thou-
sands of 501(c)3) organizations that participate in the Combined
Federal Campaign at local levels.

Absolute dollar giving is falling off. It peaked a few years ago
and has been coming down according to OPM’s figures in each of
the last three or four campaign years. Absolute numbers of people
participating is falling off. That may be in part due to changes in
the size and composition of the Federal workforce. The undeniable
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fact is, and has already been a subject of discussion this morning,
that participation rates are falling off.

I do not think, Mr. Chairman, that the participation rates are
falling off simply because of the change in the coercion rules. The
big change there occurred in regulations imposed by Director
Devine in 1982.

In 1982, in his first set of regulations and the very interesting
1982 experiment, were put in place the rules that currently prevail
with regard to coercion in the workplace. In the most controversial
year of the Reagan experiment 1982/1983, the participation rate
was well over 60 percent, 62, 63 percent.

There is a footnote in my testimony that has the precise number.
It has fallen now below the 50 percent level. The only change from
then until now has not been a change in the noncoercion rules.

The change has been this explosion in participation of political
advocacy groups in the campaign which has genuinely undermined,
along with externalities such as the United Way scandal, the con-
fidence of donors in the integrity and the purposes of the CFC.

Mr. Chairman, let me conclude with a quick summary descrip-
tion of that 1982 experiment which really deserves the attention
and study by this subcommittee and the Congress as a whole. In
1982, in the wake of the LDF’s success in court and in the wake
of the experience in the 1981 iteration of the Combined Federal
Campaign where the walls began tumbling down, President
Reagan and Director Devine decided to try an experiment that was
as open as it could possibly be in the time available.

The 1982 Executive order and the implementing regulations pro-
mulgated by Director Devine under President Reagan’s 1982 Exec-
utive order effectively produced an experiment in microcosm with
the CFC under the kind of ground rules we have now where legal
defense funds and other legal advocacy organizations across the
spectrum right and left were allowed to participate. The 1982 ex-
periment provoked the great crisis of the CFC because it was in
that year that it was brought home to Federal employees all across
America what these changes would mean.

In the 1982 campaign, wide open ground rules were applied. Di-
rector Devine required that all Federal employees be given the op-
tion of specific designation of gifts, and that was the first time that
that requirement had been imposed. Hitherto, as he pointed out
this morning, undesignated gifts were allocated by committees of
government employees and he began the policy of allowing, indeed
requiring that government employees be permitted to direct, to des-
ignate where their gifts specifically would go, to specific charities
if they saw fit, or to federations and umbrella groups if they pre-
ferred. That experiment also began in the 1982 campaign, and has
proved a success.

But what we learned in 1982 when the hue and cry that was
raised across America—and in the appendix to my testimony you
will find examples, letters from presidents of labor unions, letters
from ordinary citizens and Federal employees across America ex-
pressing horror and frustration that this charitable solicitation
drive about which they had such a proprietary feeling because they
make it work in Federal workplaces all acruss America—was being
taken away from them and turned into a fundraising drive, a kettle
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to collect for the likes of the LDF, the National Right to Work
Legal Defense Fund the Conservative Legal Defense Fund, Planned
Parenthood, the Right to Life Committee and so on.

It was that experiment that then brought us to the point of
President Reagan’s 1983 Executive order which really changed the
course of the debate. Ironically, the Reagan 1983 Executive order
is still the underlying law that governs the CFC.

Those are the rules that govern the Combined Federal Campaign
today except for, of course, the Hoyer amendment and the 1988 Ur-
gent Supplemental Appropriation Act, section 618 of that act,
which gutted the eligibility standards and in effect opened up the
CFC to participation under, in effect, the term, made permanent
the terms of the 1982 experiment.

Mr. Chairman, you have asked me to advise on what I think are"
the best ground rules for the campaign. I think they are embodied
in Reagan’s 1983 Executive order, and in the 1983 eligibility stand-
ards that gave voice to that order.

I would urge the Congress to repeal section 618 of that Fiscal
Year 1988 Urgent Supplemental Appropriations Act and, instead,
enact the substantive eligibility standards of President Reagan’s
1983 Executive order and Director Devine’s 1983 regulations. If
Congress did that, Mr. Chairman, it would restore integrity to the
CFC and would make the Combined Federal Campaign something
worthy of taxpayer subsidy and worthy of intrusion into the Fed-
eral workplace because it would focus affirmatively the Combined
Federal Campaign on raising money for health and welfare organi-
zations that deliver services directly to poor, needy and sick human
beings, and that is what this kind of charity should be about.

[Note.—The annex and appendix of Mr. Morris’ prepared state-
ment can be found in subcommittee files.]

[The prepared statement of Mr. Morris follows:]
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on

REFORM OF THE COMBINED FEDERAL CAMPAIGN

June 7, 1995

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMAMITTEE:

Introduction
The Combined Federal Campaign is probably the single most important source of donor
support for the private, voluntary health and welfare charities that serve the people of this
nation. It 1s also supplies a major channel of expression of the charitable impulse that runs
deeply in Federal workers, including civil servants, members of the armed and uniformed
services, judges, congressmen, and their staffs.
Five things about the Combined Federal Campaign (the "CFC") have long made it a

magnet for controversy:

! A copy of my biographical sketch is attached to this statement as Annex
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It raises large amounts of money and is therefore 100 tempting for fundraisers and
charitable groups, particularly those not already benefiting from its largesse, to
ignore.?

Large amounts of the money that it raises are, or appear to be, given by donors
who fail to specify who shall receive them, leaving it to others to allocate the
funds.?

Whether or not a participating organization succeeds in raising money through the
CFC, the process of solicitation accords it a means of broadcasting a message to
the Federal workforce, a large and influential population, and to do so with the
apparent imprimatur of the United States Government.

Administration of the CFC, involving the assignment of numerous loaned
executives, the staging of myriad promotional events, the production and

distribution of campaign materials, the devotion of hundreds of thousands of

In 1991 the CFC produced a total of $204,384,007 in charitable

contributions; in 1992 the total was $198,831,189; and in 1993, the most recent
year for which data were available to me, the total was $196,826,303. A
downward trendline will be noted, with 4,692,797 employees solicited in 1991
and 2,484,655 contributing; 4,458,117 solicited in 1992 and 2,190,150
contributing; and 4,193,355 solicited in 1993 and 2,009,753 contributing. A
merely shrinking Federal workforce (civilian and military) will not account for
this trend, for, perhaps more significantly, participation rates are steadily
declining, too: It was 52.94% in 1991, 49.12% in 1992, and 47.92% in 1993.
Source of data: OPM, March 31, 1995. None of this can be blamed on Ronald
Reagan, by the way: In the peak year of the "Reagan controversy”, 1982, the
CFC participation rate was 63.2%.

Of all the CFC funds raised in 1991, $19,138,314 were undesignated; in

1992 the undesignated total was 14,959,599; and in 1993 it was 13,337,298. A
message is getting through. Source of data: OPM, March 31, 1995.
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worker hours to its annual execution at the local level, and the processing of
payroll-deduction pledges and contributions through the pay system, imposes costs
on the taxpayers.*

Operation of the CFC for the benefit of political, legal advocacy, and religious
organizations aggravates the suspicion of donors and the sense of taxpayers that

their money is being used, without their consent, for the support of causes that

they oppose.

1 have been a student of the CFC and its travails for a decade and a half. Indeed, as the

General Counsel of the United States Office of Personnel Management for nearly five years,
from early 1981 until the end of 1985. I was the seniormost official of the Federal Government
charged with day-to-day responsibility for the governmentwide management of the CFC. It may
seem peculiar that a law department would have operational responsibility for any major
program, let alone a workplace charity drive -- and it is. But the CFC has always been so prone
to litigation and controversy, and the legal issues surrounding it have been seemingly so
constitutionally sensitive, that it became difficult for a time for anyone but lawyers to make the
hard decisions necessary for the program to go forward. Go forward it has, but always in a

cloud of anger, mistrust, suspicion, greed, and lawsuits.

Yet, so powerful is the philanthropic inclination of the Federal workforce that, despite

4 OPM admits to costs of $13,673,663 for the 1991 campaign; $14,597,951
for the 1992 campaign; and $14,918,102 for the 1993 campaign. Source of
data: OPM, March 31, 1995. 1 do not know how these numbers were
determined. It is worth noting that costs are increasing while dollars raised,
numbers of solicitations, numbers of participants, and participation rates are all
declining; and in 1993 costs of administration exceeded undesignated
contributions.
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what must have seemed to its beneficiaries to be amazing odds, the CFC has nonetheless
managed each year to produce wonderful levels of financial support for worthy charities. But
this has come mainly despite, not because of, the groundrules that have evolved for the CFC,
including, most conspicuously, the rules imposed by Congress in 1988 that prevail to this day.

Congress has the power to restore the CFC to what it was originally intended to be, and
what hundreds of thousands of its contributing supporters innocently believe that it is: An
efficient means of giving voluniary support 10 honest programs that meet real needs of human
health and welfare, thereby lessening the burdens of government. For that reason 1 am grateful
to you, Mr. Chairman, and to this Subcommittee for being interesied in the campaign, for
convening this hearing, and for asking me to appear before you.*

You have asked me to testify as 10 my experience with the CFC while General Counsel
of the Office of Personnel Management and, in so doing, to discuss the Reagan Administration’s
attempt to restrict the CFC to human health and welfare organizations and the attendant litigation
and then to answer three broad questions regarding the purposes, operation, and legal foundation
of the campaign. 1 am happy to do so.

To assist in this undertaking 1 have prepared, and submit with this Staiement, an
Appendix of Exhibits that sets out the documentary history riecessary to understand the CFC and

how it came to its current pass.®

A copy of the letter of May 30, 1995, of John L. Mica, Chairman of the
Subcommittee on Civil Service of the Committee on Government Reform and
Oversight of the United States House of Representatives, to me inviting me to
appear at this hearing is attached to this Statement as Annex B.

$ The Table of Contents of the Appendix of Exhibits is attached to this
Statement as Annex C.
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Background

The origins of charitable solicitation within the Federal workforce are undocumented.
They probably go back to the very earliest days of a Federal service in the infant Republic.’
By the end of World War II one routinely found charities conducting appeals in Federal
installations around the world. Some solicitations were coordinated with Federal managers;
others were undertaken on an ad hoc basis, often with no greater sophistication than the passing
around of an empty coffee can. The heads of some Federal facilities permitted no solicitations
whatsoever; at other Federal worksites, no restrictions were imposed, and it was not uncommon
for a collection to be taken up each weck on behalf of one charity or another. In some instances

the solicilors were rank-and-file employees; in other instances, with obviously greater risk of

One early observer of America, Alexis de Tocqueville, remarked on how
"in the United States...salaries scem to diminish as the power of the recipients
increases.” DEMOCRACY iN AMERICA 213 (12th ed. 1848) (Anchor ed. 1969).
By contrast, he argued, "under aristocratic rule high functionaries receive very
large emoluments, whereas inferior ones often have hardly enough to live on."”
Ibid. Thus "In Amenca officials of secondary rank are better paid than
elsewhere, but high officials are much less well paid." Jd. at 212. As to the
spint of the early American civil service, Tocqueville found that "American
public officials blend with the mass of citizens.... This external simplicity of
persons in authority is not due to some peculiar twist in the American character
but derives from the fundamental principles of their society.” Id. at 203. Thus
Tocqueville could praise American civil servants with words that may seem a bit
florid in light of the intrusiveress of the modern bureaucratic state, but which
nonetheless even now capture somcthing vital about the relationship between
American public servants and the society of which they are a part: "I can
imagine no one more straightforward in his manners, accessible to all, atentive
to requests, and civil in his answers than an American public official. I like this
natural demeanor of democratic government and the inner authority which goes
more with the office than with the official, and more with the man than with
external symbols of power, for there is something admirably virile therein.” Jbid.
It is easy to imagine such civil servants taking the lead, as volunteers, in lending
succor to the afflicted when misery or disaster struck their respective local
communities.
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intimidation and coercion, the solicitors were supervisory personnel; and in still other instances
the solicitors were outsiders invited in, or otherwise present, in Federal workpiaces.

These were not happy arrangements. Feelings were often bruised, and ill will resulted.
Charitable agencies could not understand why they were allowed to solicit in some Federal
establishments and not in others, nor did they appreciate the fact that some charities seemed to
have the support of Federal management while others were allowed, at most, to collect passively
by the placement of an unattended contribution jar in an obscure corner of a lunchroom.
Meanwhile, Federal employees were often made unhappy by repetitive solicitations that seemed
to abuse their philanthropy.

Informal, unregulated, and proliferating, such fundraising efforts finally received
Presidential attention during the Second Eisenhower Administration, when the President
attempted to impose order by issuing Executive Order No. 10728 (September 6, 1957) which
established the President’s Committee on Fund-Raising Within the Federal Service. President
Eisenhower sought to continue the practice of allowing charitable solicitations in the Federal
workplace, but to minimize disruption of business and to impose uniform standards of
accessibility to the forum. His order called for a "uniform fundraising program™* in which
“national voluntary health and welfare organizations"® would be allowed to participate in no

more than three annual solicitations'® held during time periods that would be specified by

¢ Executive Order No. 10728, § 1(a) (September 6, 1957).
® Id. § 3(d).
0 Id. § 1(b).
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Federal management.!' In the end, though, President Eisenhower's measures did not do
enough to gain control of the situation. Less than four years later his successor revisited the
matter.

The Combined Federal Campaign came into being with President Kennedy's
promulgation of Executive Order No. 10927 (March 18, 1961). See Appendix, Exhibit 1.
President Kennedy retained the possibility of as many as three annual solicitations at specified
times'? but expressly required that the campaign "permit true voluntary giving and reserve 10
the individual the option of disclosing his gift or keeping it confidential.""> The President's
Committee on Fund-Raising Within the Federal Service was abolished. Insiead, the Kennedy
order established the CFC and gave responsibility for its oversight to a single agency with
governmentwide management responsibilities: the Civil Service Commission. The Chairman
of the Civil Service Commission (which would eventually be succeeded, of course, by the Office
of Personnel Management as the agency responsible for managemens of the civil service and,
with it, the CFC) was instructed to make arrangements for workplace solicitations by "national
voluntary health and welfare agencies and such other agencies as may be appropriate. "'

For nearly 20 years the Kennedy criterion of admissibility to the CFC proved to be of
little controversy. Everyone seemed to undersiand that the CFC was intended 10 suppert

traditional kinds of charities that undertake research into the causes and cures of dread diseases

" 12§ 1),
2 Executive Order No. 10927, § 2¢b) (March 18, 1961).
B Ibid.

" Id. § 2a).
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or that render health and welfare services directly to needy people. The term "national” as used
in the Kennedy order was generally perceived as requiring beneficiary agencies to render service
on a nationwide scale or to address a problem, such as a major disease, whose incidence was
pervasive across the country. Early on a conspicuous exception to the principle of "national”
scope was read into the Kennedy criterion’s second clause, “"such other agencies as may be
appropriate”: CFC participation was granted to charities thal, although purely local, directly
benefitied the Federal community, such as health and welfare funds on overseas military bases
and support funds for the widows and orphans of Federal law enforcement officers killed in the
line of duty. And from the beginning, local human healih and welfare charities, including the
local branches or affiliates of national agencies such as the American Red Cross, the American
Heart Association, and the American Cancer Society took parl. typically organized through the
local United Way, Community Chest, Crusade of Mercy, or similar umbrella entity."*

By the late 1970s, however, the human health and welfare agencies had been joined in
the world of mass-market charitable solicitation by an ever-growing number of not-for-profit
organizations whose activities were quite dissimilar. Some of these other philanthropies are of
an "elite” nature, such as private schools and universities, art museums, opera companies, and
sports associations. Qther agencies, typically of a newer vintage, are the "advocacy” groups,
such as legal defense funds, public policy research organizations, and groups that seek to address

human and social needs not by direct remedial action, but by stimulating governmental

' Planned Parenthood in its various manifestations also became an
entrenched participant in the CFC during the Carter years, taking part at the
national level as an "International Service Agency” and often “double-dipping"
by holding an additional position in many local CFCs, typically as an affiliate or
beneficiary of the local United Way or its equivalent.
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assumption of increasing responsibility for problems.

Now, none of this is to say that the alternative philanthropies, such as the “elite”
institutions or the "advocacy” groups, are in any sense illegitimate, unworthy of support, or not
deserving of tax-exempt status. It is simply to note the obvious fact, that these alternative
philanthropies are not charities that supply health and welfare services directly to human beings
who are ill, infirm, poor, or distressed, thereby lessening the burdens of govemment and local
communities in meeling basic needs of such people.

As late as 1980 the Civil Service Commission and the Office of Personnel Management
limited participation in the CFC to human health and welfare charities.'® The last full set of
CFC groundrules adopted by the Civil Service Commission was issued during President Carter’s
Administration.  Its MANUAL ON FUND-RAISING WITHIN THE FEDERAL SERVICE FOR
VOLUNTARY HEALTH AND WELFARE AGENCIES (April 1977)"" (the "Manual”) included, at
Section 5.21, a refinement of President Kennedy's eligibility criteria:

Only nonprofit, tax-exempt charitable organizations, supported by voluntary contributions

from the general public and providing direct services to persons in the fields of health

and welfare services are eligible for approval.

In 1980 President Carter’s newly-established Office of Personnel Management proposed

a revision of the Manual' that added a new umbrella grouping of "national agencies having

!¢ Litigation over access to the campaign was rare in that era, and, when
challenged, the constitutional validity of the Kennedy Executive Order was
initiaily upheld. See Unired Black Fund, Inc. v. Hampion, 352 F.Supp. 898
(D.D.C. 1972). The full text of the court’s decision is reproduced at the
Appendix, Exhibit 2.

" A copy of the manual is repreduced at the Appendix, Exhibit 3.

18 See 45 FEDERAL REGISTER 9418 (February 12, 1980), set forth at the
Appendix, Exhibit 4.
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a domestic welfare service function”,!” made arrangements permitting "employees to designate
a contribution to approved local health or welfare agencies that are not members of the local
federated group”,” and required each participating charity to "carry out affirmative action
programs to assure equal employment opportunity. This policy applies to persons served by the
agency[,] to the staff of the agency[.] and to membership on its governing board and
committees, “2!

Those changes did not go far enough to satisfy groups such as the NAACP Legal Defense
and Educational Fund, Inc., (the "LDF") whose Director-Counsel wrote in response.”? The
LDF candidly acknowledged its interest:

Theoretically, of course, there is no bar to federal employees contributing independently

to any organization they may choose. The practicalities of charitable giving, however,

are that once employees have contributed through an organized appeal at their place of
employment, it is not likely that they will also contribute outside of that effort. Further,

the Combined Federal Campaign allows the most painless type of giving through a

checkoff of wages, so that in each pay period a small amount may be donated. The

advantages of this system are obvious.”
The LDF then summarized its chief objection to the eligibility criteria then prevailing:
The present system excludes organizations oriented towards benefiting minorities

and other disadvantaged groups. Many organizations that are recognized under the
federal internal revenue laws and regulations as valid, non-profit, tax-exempt charitable

YoM o§30,

* d. §4.2A.

U Id § 4.21A().

2 See Letter of March 3, 1980, from Jack Greenberg, Director-Counsel of
the NAACP Legal Defense and Educational Fund, Inc., to Joseph Patti, Assistant
to the Director of OPM. A copy of the letter is set forth at the Appendix,
Exhibit 5.

B atl.
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organizations are therefore excluded.?
It proposed, instead, a simple, straightforward standard:
We urge that all organizations so recognized {as valid, non-profit, tax-exempt, and
charitable] by the Internal Revenue Service be able to be included in the CFC, and that
federal employees be abie to designate any such organization to receive their
contributions.
That standard was rejected by the Office of Personnel Management, apparently on the ground
of impossibility of administration. The total number of organizations that are recognized by the
Internal Revenue Service as tax-exempt charities is huge. It would be impossible to list them
all in a single campaign brochure or pledge card. [t would cause monumental headaches in
payroll offices throughout the Government to allow employees to write-in the name of any tax-
exempt charity in America (a local church? a Boy Scout troop? one’s old elementary school,
a thousand miles away in one's old hometown?) on a payroli deduction form and then make sure
that the beneficiary’s name was correct, track down its address, and figure out how to forward
the money. The Government's costs of processing a contribution could easily exceed its value.
The LDF did not get the macroscopic change it favored and it was excluded from the 1980
fundraising drive.
$o the LDF sued. Joined by the Puerto Rican Legal Defense and Education Fund, Inc.,
it challenged as unconstitutionally vague the "direct services” requirement of the Carter

Administration’s Manual. On January 19, 1981, the eve of President Reagan's first

inauguration, Judge Gerhard Gesell of the United States District Court for the District of

* Id at2.

B Ibid.
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Columbia held that the CFC was a channel of First Amend expression and that the Carter
Administration’s "'direct services' requirement does not meet First Amendment standards. It
is nowhere defined and the term, standing alone, is too vague to comport with the strict
standards of specificity required when limits are placed on First Amendment activity.” NAACP
Legal Defense and Educational Fund, Inc. v. Cumpbell, 504 F.Supp. 1365, 1367 (D.D.C.
1981).% Although Judge Gesell declined to award the LDF a share of the already-completed
1980 campaign (“there already are vested interests by other groups in the receipts"), OPM was
ordered not to reject any pending or future application by the legal defense funds on the "direct
services" ground. NAACP Legal Defense and Educational Fund, Inc., supra, 504 F.Supp. at
1369. Judge Gesell closed his opinion with an exhortation to "the government officials
responsible for the program to re-examine the basic premises on which the program was
established so that more acceptable standards can be developed which will-assure continuation
of the government’s significant and useful support for worthy charitable solicitation.” Ibid. It
was a plea that the government officials who became responsible for the CFC on the very next
day -- President Reagan and his first OPM Director, Donald J. Devine -- would take up in

earnest.

The Reagan Attempts at Reform
The first CFC drive held during the Reagan years, in the fall of 1981, was carried out
under the Carter rules as modified by Judge Gesell's decision. It was a jury-rigged affair, with

all previously eligible participants included and no one who sued or threatened to sue excluded.

A copy of the full text of the court's decision is set forth at the Appendix,
Exhibit 6.



124

213 -
New philanthropies were admitted to the CFC at a very rapid rate in 1981 and 1982. Many of
them were legal advocacy organizations, such as the LDF, the Puerto Rican Legal Defense
Fund, the Najional Organization for Women Legal Defense Fund, the Center for Auto Safety,
and, in due course, the Conservative Legal Defensc and Education Fund and the National Right
to Work Legal Defense Fund.
In the spring of 1982 the Reagan Administration decided to attempt a bold experiment.
The foundation was laid with President Reagan’s issuance, on March 23, 1982, of Executive
Order No. 12353.7 That order revoked President Kennedy's old order,” instructed the
Director of OPM to "make arrangements for such national voluntary health and welfare agencies
and such other national voluntary agencies as may be appropriate 1o solicit contributions from
Federal employees and members of the uniformed services at their places of employment or
duty"® in a single annual campaign,” and delegated to the OPM Director the authority to
“establish criteria for determining the eligibility of voluntary agencies that may participate in
each of the annual Combined Federal Campaigns."?!
On May 11, 1992, OPM gave notice that it was proposing new rules in

implementation of Executive Order No. 12353. Comments were received and evatuated and,

7 A copy of the full text of Executive Order No. 12353 (March 23, 1982)
is set forth at the Appendix, Exhibit 7.

2 Id §9.
B o§l.
¥ Ibid.

% o§2.

32 47 FEDERAL REGISTER 20268 (May 11, 1982).
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on July 6, 1982, final rules were promulgated.” In spirit these rules represented a major effort
at accommodating the aspiration expressed in 1980 by the LDF's Director-Counsel, opening
participation in the CFC as widely as practicable. The term "national voluntary health and
welfare agencies and such other national voluntary agencies as may be appropriate™ was fleshed
out,® essentially tracking the criteria for tax-exempt status consistent with Section 501(c)3)
of the Internal Revenue Code, 26 U.S.C. § 501(c)(3). "Delivery of legal services to the poor
and indigent, and defense of human und civil rights secured by law" was expressly included.™
Charities would be invited to apply each year to participate in the CFC, either on a nationwide
basis, if their activities so warranted, or locale by locale;* their applications would be tested
against OPM’s liberal eligibility standards by a National Eligibility Committee’’ or the Local
Federal Coordinating Committee for each local campaign, respectively.®* The Local Federal
Coordinating Committee, consisting of leaders of the Federal agencies in a local campaign area
(typically a Federal Executive Board or a Federal Regionai Council) designated for the purpose

by ‘the Director of OPM,” was to manage the local CFC* and to identify a Principal

™ 47 FEDERAL REGISTER 29496 (July 6, 1992). A copy of the full text of
the 1992 regulations is set forth at the Appendix, Exhibit 8.

¥ 5 CFR § 950.101(a) (1982).

3 5 CFR § 950.101(a)(3)(vii) (1982) (emphasis added).
% S CFR § 950.201(b) (1982).

77 5 CFR § 950.407(d) (1982).

* 5 CFR § 950.503(b) (1982).

¥ 5 CFR § 950.211 (1982).

% 5 CFR §§ 950.505, 950.509 (1982).
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Combined Fund Organization to execute the campaign in the local area.’ Designated
contributions were to be allowed and encouraged, but any gifts not designated to specific
individual charities or federated charitable groups were to be deemed designated to the Principal
Combined Fund Organization*? (which in most, but decidedly not all, CFC areas turned out
to be the local United Way affiliate).

The hole punched in the CFC’s wall in January 1981 by the LDF and the Puerto Rican
Legal Defense and Education Fund, Inc., became in 1982 and 1983 an open doorway, and
through it poured not only the legal advocacy groups already mentioned but numerous other
organizations, all participating or applying for berths in the national and local CFC, including:

ACLU Bill of Rights Fund Campaign

AFL-CIO Department of Community Services
Animal Welfare Institute

Center for Law in the Public Interest

Citizens for God and Country

Environmental Defense Fund

Federation of Fly Fishers

Foundation for Handgun Education

Freedom Church of Revelation

Guardian Angels

International Association of Machinists; AFL-CIO
Museum Consultants International

National Association for the Advancement of White People
National Conservative Fund

National Education Association

PUSH Foundation

Religion in American Life

Sierra Club Legal Defense Fund.

As the LDF got its wish, a firestorm of controversy erupted across the nation. I have included

“ 5 CFR § 950.509 (1982).
25 CFR § 950.509(g) (1982).
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in the Appendix a representative sampling of the attention that the 1982-1983 CFC received in
the news media.> The well-publicized threat of the National Association of Letter Carriers to
boycott the CFC* was only one such instance; another, the announcement by the Hawaii
Federal Employees Metal Trades Council that it, too, would boycott the CFC led Hawaii’s entire
congressional delegation to write to the president of the union to urge reconsideration.*

At the height of the controversy Director Devine received a curious letter from Abner
J. Mikva, then sitting as a judge of the United States Court of Appeals for the District of
Columbia Circuit, who seemed to believe that OPM was excluding organizations from the
CFC.* Uncertain of how to reply to what he regarded as an instance of judicial lobbying of
the executive, Director Devine referred Judge Mikva's letter to me for reply. I wrote back to
Judge Mikva at length, explaining what we were trying to accomplish and why.*’

The controversy was real. As the news clippings make clear, Federal employees across
the country were awakening to the prospect that their charity contributions might end up in the
coffers of organizations that they found objectionable. Anger surfaced on the left and the right.
Director Devine's response was a clear, consistent educational campaign intended to emphasize

that donor designations wouid be strictly honored.* All that a CFC contributor had to do 10

4,

&

See Appendix, Exhibits 9, 10, 11, 12, and 13.
“ See Appendix, Exhibit 13.
4 See Appendix, Exhibit 14.
% See Appendix, Exhibit 15.

47 See Appendix, Exhibit 16.

L

See, e.g., Appendix, Exhibit 17.
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ensure that his or her gift did not go to an undesired recipient was to earmark the contribution
for a desired beneficiary.

Nonetheless, the results of the experiment were mixed. In some parts of the nation the
politicization of the CFC caused palpable declines in overall charitable giving. Heavily
unionized Bremerton, Washington, where distaste for the CFC's admission of the National Right
to Work Legal Defense and Education Fund bubbled over, was a case in point.* In the end,
total contributions in the 1982 CFC amounted to about $99,000,000, a 3.8% increase over 1981.
That was a decline, however, from 1981's 9.6% rate of growth over 1980. Although total
dollars increased, albeit at a slowing rate, total participation fell off: In 1981 64.7% of all
Federal employees took part in the CFC; in 1982 only 63.2% did so. One aspect of the CFC
that increased dramatically was designations: In 1981 only 49.5%, fewer than half, of all CFC
gifts were earmarked for a particular recipient charity; in 1982 62.7% of all contributions were
designated.*

In the wake of the 1982 campaign it became clear that each successive solicitation drive
would involve ever greater numbers of participating tax-exempt entities. Inquiries from
organizations all over the country to OPM’s offices increased exponentially. Numbers of entities
participating in local campaigns would clearly double or triple annually in each foreseeable year.
Congresswoman Pat Schroeder sensed that the Administration might reconsider the CFC's

groundrules and wrote to Director Devine urging that there be no curtailment of eligibility.*

> See Appendix, Exhibit 18.

% Source: Memorandum for OPM General Counsel Joseph A. Morris from
OPM Office of Regional Operations (June 28, 1983).

5! See Appendix, Exhibit 19.
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Meanwhile, mail from Federal workers and Federal employee unions and organizations was
overwhelmingly in favor of a reversal of course. The CFC was, in their view, turning into a
spectacle that mocked the meaning of charity and ran the risk of making institutional greed so
visible that the attitude of donors would be soured toward all philanthropies. That sentiment was
captured in mid-Janvary 1983 by one particularly memorable cartoon in The Washington
Times.”
We in the Reagan Administration did, indeed, spend the fall of 1982 and the winter of
1983 in rethinking the CFC, a process of discussion and consultation that culminated in a
Cabinet meeting at the White House presided over by President Reagan on February 2, 1983.
On that day, after a lengthy and particularly lively debate, the President directed OPM to change
the CFC in its fundamentals. President Reagan decided to refocus the CFC narrowly on
alleviating the burdens of government in combatting threats to human health and welfare. Eight
days later, on February 10, 1983, President Reagan issued Executive Order No. 12404.%
The 1983 Executive Order entirely changed the nature of the CFC, guiding the
establishment of CFC eligibility criteria by "the following principles and policies":*
(§)] The objectives of the Combined Federal Campaign are to lessen the burdens of
government and of local communities in meeting needs of human health and welfare;
to provide a convenient channel through which Federal public servants may contribute
to these efforts; to minimize or eliminate disruption of the Federal workplace and costs
to Federal taxpayers that such fund-raising may entail; and to avoid the reality and

appearance of the use of Federal resources in aid of fund-raising for political activity or
advocacy of public policy, lobbying, or philanthropy of any kind that does not directly

52 See Appendix, Exhibit 20.

A copy of the full text of Executive Order No. 12404, 48 FEDERAL
REGISTER 6685 (February 10, 1983), is set forth at the Appendix, Exhibit 21.

3 Execulive Order No. 12404, § 1(b).
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serve needs of human health and welfare.

(2)  To meet these objectives, eligibility for participation in the Combined Federal
Campaign shall be limited to voluntary, charitable, health and welfare agencies that
provide or support direct health and welfare services to individuals or their families.
Such direct health and welfare services must be available to Federal employees in the
local campaign solicitation area, unless they are rendered to needy persons overseas.
Such services must directly benefit human beings, whether children, youth, adults, the
aged, the ill and infirm, or the mentally or physically handicapped. Such services must
consist of care, research or education in the fields of human health or social adjustment
and rehabilitation; relief of victims of natural disasters and other emergencies; or
assistance to those who are impoverished and therefore in need of food, shelter, clothing,
education, and basic human welfare services.

3) Agencies that seek to influence the outcomes of elections or the determination of
public policy through political activity or advocacy, lobbying. or litigation on behalf of
parties other than themselves shall not be deemed charitable health and welfare agencies
and shall not be eligible to participate in the Combined Federal Campaign.
Announcement of the Executive Order’s issuance was promptly met, as reported in The
New York Times on February 17, 1983, with threats of litigation from a coalition of legal

advocacy organizations. ™

But it was greeted, as well, by strong expressions of support. The
Washington Post editorialized on Sunday, February 20, 1983, that President Reagan’s exclusion
of political and advocacy groups from the CFC was "Fair enough. The government, through
the CFC, should not be a collection agent for clearly political groups.”*® The Minneapolis Star
and Tribune weighed in on March 4. 1983, opining that President Reagan's "wise action
removes an unfortunate pall from national charity drives” and declaring:

“...Reagan ordered that the combined campaign exclude agencies "that seek to influence

the outcomes of elections or the determination of public policy through political activity
or advocacy, lobbying or litigation on behalf of parties other than themselves.' Good for

% See Appendix, Exhibit 22.

% See Appendix, Exhibit 23.
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the president. Political advocacy groups should get their money elsewhere."

It was reported that even Bremerton, Washington, weicomed the news of the Executive Order
and the Presidential emissary who brought it.**

On June 24, 1983, OPM proposed regulations to implement Executive Order No.
12404.% Lawsuits followed the issuance of the President's order and trial-level decisions were
reached during the comment period that followed OPM's proposal of its implementing rules.
In the commentary accompanying final publication of the 1983 rules, OPM assayed the litigation
in the following terms:®

Near the end of the comment period, on July 15, 1983, the United States District
Court for the District of Columbia entered an order in NAACP Legal Defense and
Educational Fund, Inc. v. Devine, Civil Action No. 83-928 (NAACP Defense Fund).
That lawsuit generally questioned the constitutional validity of Executive Order No.
12404. The court order, however, more narrowly enjoined OPM from excluding seven
plaintiff legal defense funds from the CFC if such exclusions were based on certain
eligibility criteria set forth in Executive Order No. 12404. (See Executive Order No.
123523, sections 2(b)(1)-2(b)(3), as amended by Executive Order No. 12404, section
1(b)). The court order has been applied subsequently to other organizations seeking to
obtain eligibility in the CFC through litigation. See Plunned Parenthood Federation of
America v. Devine, U.S.D.C., D.C., Civil Action No. 83-2118 (order entered July 26,
1983)(Planned Parenthood).

The Government is appealing from the district court's order in NAACP Defense
Fund and will vigorously defend Executive Order No. 12404 in all other pending
litigation. Unless and until the court’s order in NAACP Defense Fund is modified or
reversed, OPM will, of course, obey it. OPM will also treat organizations similarly
situated to the NAACP Defense Fund plaintiffs (i.e., similarly organized, non-profit

57 See Appendix, Exhibit 24.
5% See Appendix, Exhibit 25,

% The full text of OPM’s proposed 1983 rule, as published at 48 FEDERAL
REGISTER 29458 (June 24, 1983), is set forth at the Appendix, Exhibit 26.

% 48 FEDERAL REGISTER, 34910 34913-34914 (August 1, 1983). The full
text of OPM’s 1983 rule is set forth at the Appendix, Exhibit 27.
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corporations undertaking comparable activities) as if the injunction applied to them as
well. Nonetheless, there are sound reasons for proceeding with this rulemaking
notwithstanding pending litigation and the issuance of the District Court’s order in
NAACP Defense Fund.

First, this rulemaking is plainly required by, and effectuative of, an order of the
President of the United States. The setting aside or deviating from an Executive Order
is not something to be done lightly, and, if [at] all by officers of one of the other coequal
Branches of Government, it should abide the maturely considered action and
unambiguous command of that other Branch.

Second, aside from the specific commands of the District Court’s orders in
NAACP Defense Fund and Planned Parenthood regarding particular plaintiffs, there
remain profound ambiguities in its decision concerning how the Executive Order must
be construed. OPM believes that it is prudent policy, while awaiting further guidance
from the Judicial Branch, not to speculate more than is necessary as to the ramifications
of the District Court’s opinion. Plainly, however, the District Court's opinion and order
leave intact the facial validity of the Executive Order, and thus rulemaking pursuant
thereto is appropriate.

Third, this rulemaking is made under Executive Order No. 12404. OPM believes
that its administrative construction of the Order should be spread of record so as to assist
all interested parties, including the Judicial Branch, in understanding the meaning and
effects of the Order.

Fourth, in the event that the Governmeni prevails in pending litigation and if the
District court’s decision in NAACP Defense Fund should be reversed or modified so as
to permit full effectuation of the purposes and eligibility criteria established by the
President, then a regulatory framework should be immediately ready to implement them.
On the other hand, once in place, this regulatory structure can be modified to
accommodate adjustments, if any, that may be required by further judicial action.

Finally, it appears that the issuance of the District Court’s decision in NAACP
Defense Fund during the comment period has not inhibited the flow of public discussion
on this rulemaking. A significant number of comments were received after the court’s
decision was rendered, and several commenters in fact addressed the possible
implications of the decision with respect to substantive aspects of administration of the
CFC.

OPM'’s predictions were partially fulfilled and partially frustrated. In the end, the
decision of the United States District Court for the District of Columbia in NAACP Legal

Defense and Educational Fund, Inc. v. Devine, although affirmed by a divided panel of the
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United States Court of Appeals for the District of Columbia Circuit, 727 F.2d 1247 (D.C. Cir.
1984), was overturned in the United States Supreme Court sub nomine Cornelius v. NAACP
Legal Defense and Educarional Fund, Inc., 473 U.S. 788 (1985).* The Supreme Court
vindicated the constitutionality of President Reagan's order. It held that, although charitable
solicitation is protected speech, the CFC is a nonpublic forum and the President’s reasons for
excluding legal defense and political advocacy groups from the CFC appear on their face to meet
the applicable standard of reasonableness.? In particular, the opinion for the Court observed:
Here the President could reasonably conclude that a dollar directly spent on providing
food or shelter to the needy is more beneficial than a dollar spent on litigation that might
or might not result in aid to the needy. Moreover, avoiding the appearance of political
favoritism is a valid justification for limiting speech in a nonpublic forum. **** In’
furthering this interest, the Government is not bound by decisions of other executive
agencies made in other contexts. Thus, respondent's tax status, while perhaps relevant,
does not determine the reasonableness of the Government's conclusion that participation

by such agencies in the CFC will create the appearance of favoritism.”

The victory in the Supreme Court was hard-won and decisive.

' The full texts of the Supreme Court's decision in Cornelius v. NAACP
Legal Defense and Educational Fund, Inc., 473 U.S. 788 (1985), including
separate opinions of dissenting justices, will be found at the Appendix, Exhibit
28. The case was thoroughly briefed, having attracted several weighty offerings
from influential amici. A listing of the briefs of counsel was published at 87
L.Ed.2d 815-816, which will also be found reproduced at the Appendix, Exhibit
29.

% Cornelius, supra, 473 U.S. at 797.

®  Comnelius, supra, 473 U.S. at 809.
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The Reagan Reforms Repulsed

Yet, before President Reagan's Executive Order could be fully implemented and the 1983
OPM regulations effectuated, they were gutted by acts of Congress. In the first full CFC cycle
following the Supreme Court's decision in Cornelius, Congress passed the "Hoyer Amendment”,
Section 204 of the Urgent Supplemental Appropriations Act of 1986, Pub.L. 99-349, which
prohibited the use of any appropriated funds for the implementation of new CFC regulations
"unless such regulations provide that any charitable organization which participated in any prior
campaign shall be allowed to participate in the 1986 campaign.” The Hoyer Amendment was
upheld and judicially enforced in Planncd Parenthood of Merropolitan Washington, D.C. v.
Horner, 694 F.Supp. 970 (D.D.C. 1986).%

Then, on December 22, 1987, the Continuing Appropriations Act for Fiscal Year 1988,
Pub.L. 100-202, was enacted, including a lengthy provision at Section 618 in which Congress,
regulating the use of “the funds appropriate by this Act, or any other Act in this or any fiscal
year hereafter”,* adopted CFC eligibility standards that effectively reversed President Reagan's
1983 Executive Order. Congress simply ruted out any prohibition against litigation, public
policy advocacy, or attempts to influence legislation that are more stringent than the

requirements established in connection with tax-exempt status under Sections 501(c)(3) and

8 The complete text of the District Court’s opinion in Planned Puarenthood
of Metropolitan Washingion, D.C. v. Horner, 694 F.Supp. 970 (D.D.C. 1986)
is set forth at the Appendix, Exhibit 30.

® Fiscal Year 1988 Continuing Appropriations Act, § 618(a), Pub.L. 100-
202, § 618(a), 101 Stat. 1329-423.
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501(¢h) of the Internal Revenue Code.® Tt also apportioned the distribution of undesignated
gifts.s’

By May 1988, when OPM promulgated new rules®® conforming to the mandates of FY
1988 Continuing Appropriations Act, the agency was exhausted:

In the near decade of controversy that has beset the CFC there have remained
principled voices of reason that have repeatedly pointed out that controversies, however
satisfying, were achieved at a real cost to those least able to bear it: the poor and the
sick. With the promulgation of these rules, it is OPM’s hope that an era of cooperative
endeavor will being that allows the full bereficent force of the Federal workforce to
address itself to the alleviation of their needs.*

Anticipating still further litigation over the few limiting standards of eligibility that remained,
OPM pleaded "that courts confronting such challenges will recognize from the outset of litigation
that this set of rules was developed in close cooperation with Congress, and that it is anticipated
that the rules will operate to provide fair but not universal access to the campaign."™ Further
litigation, at least of dramatic proportions, has in fact nor materialized, and for a simple reason:

The major political advocacy and legal defense organizations have won the day. OPM

completed its 1988 capitulation with an apology for its defense of President Reagan's 1983

% Id. § 618(b)(1)(A).

¢ Id. § 618(b)(6)(B). The allocation formula mandated for every local
campaign in the United States includes a fixed 82% share for the United Way, a
7% share for the International Services Agencies, a 7% share for the National
Voluntary Health Agencies, and a 4% share to be distributed, within broad limits,
by the Local Federal Coordinating Committee. OPM was given authority to
modify these allocations in light of future campaign experience.

% 53 FEDERAL REGISTER 19146 (May 26, 1988). The full text of the 1988
rule is set forth at the Appendix, Exhibit 32.

% 53 FEDERAL REGISTER at 19146.

" Ibid.
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Executive Order and its efforts in following years to administer the CFC in faithful adherence
to that Order despite successive, adverse, but ultimately reversed court orders and the “Hoyer
Amendment”: “The campaign arrangements used from 1984 through 1987 were fundamentally
unsound and raised administrative costs excessively. They proved to be controversial and
disruptive of the Federal workplace."”'

Controversy is inescapable, even with the most liberal of eligibility rules. In 1989 as
venerable an institution as B'nai B'rith became embroiled in a CFC dispute with OPM over
paperwork requirements and the interprelation of the 25% cap on administrative expense.”

In 1991 OPM revised the CFC regulations yet again,” in part to 1ake into account the
fact that "since the more encompassing legislation was passed in December 1987, many

additional charitable organizations have joined the CFC."™

Perhaps most significantly, the
1991 regulations adopt an entirely new formula for the distribution of undesignated
contributions: "Undesignated funds will be distributed...to all of the agencies in the brochure
in the same proporticn that the agencies and federations received designations in the CFC."™

For the convenience of the Subcommittee, the CFC rules as they now stand, codified at

5 CFR Part 950 (1995}, are set forth in full in the Appendix.”™

" d. at 19147,
7 See Appendix, Exhibit 33.

T 56 FEDERAL REGISTER 42677 (August 29, 1991). The full text of the
1991 rule is set forth at the Appendix, Exhibit 34.

" Ibid.
" Id. at 42682, 5 CFR § 950.502 (1992).

' Sece Appendix, Exhibit 35,
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The Purpose of the CFC
Against this background, let me turn to the three questions expressly presented to me by
Chairman Mica’s letter of invitation for succinct replies.
The first asks, *What in your view, should be the central purpose of the CFC?"
1 could not state the purpose of the CFC any better than did President Reagan in
Executive Order No. 12404:

The objectives of the Combined Federal Campaign are to lessen the burdens of
government and of local communities in meeting needs of human health and welfare;
to provide a convenient channel through which Federal public servants may contribute
to these efforts; to minimize or eliminate disruption of the Federal workplace and costs
to Federal taxpayers that such fund-raising may entail; and to avoid the reality and
appearance of the use of Federal resources in aid of fund-raising for political activizy or
advocacy of public policy, lobbying, or philanthropy of any kind that does not directly
serve needs of human health and welfare.”

Taxpayer Subsidization
Chairman Mica’s second question comes in several parts, as follows:

The CFC is subsidized by the taxpayers in many ways. They pay the salaries and
benefits of federal employees who run the campaign as "loaned executives” or key
workers, who actively solicit contributions from their fellow empioyees at the workplace.
They pay for the time federa! employees spend attending "kickoff" meetings at which
other federal employees, including agency heads, encourage donations and employee
participation. Is it proper to have taxpayers subsidize in these ways fund raising drives
for charities? For ideological advocates, many of which are quite controversial and with
which many taxpayers vigorously disagree? For groups that proselytize in order 1o
increase the number of adherents to their particular beliefs, whatever they may be?

A key to the Supreme Court’s decision in Cornelius was its finding that "[t]he historical
background indicates that the Campaign was designed to minimize the disruption to the

workplace that had resuited from unlimited ad hoc solicitation by Jessening the amount of

7 Executive Order No. 12404, § 1(b)(1).
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expressive activity occurring on federal property.” 473 U.S. at 805. It would be perverse,
therefore, to mount a workplace charity drive in the name of minimizing ad hoc disruption only
to replace it with disruption that, albeit orderly, is pervasive, systematic, and therefore ever so
much more expensive to the taxpayers.

Disruption is avoidable, and with side-benefits. The same lowering of the volume in
campaign solicitation that diminishes the work-a-day diversion of Federal resources also reduces
the kind and number of opportunities for donor intimidation or coercion. What is more,
campaign solicitation events that are government-orchestrated or sponsored necessarily involve
favoritism. When employees are herded into a departimental auditorium to watch a CFC film,
for example, there is a necessary editing process that awaits them. It is not possible for them
to see 60 seconds of programming about every one of the 300, 600, 900, or 1,200 agencies that
are listed in their Jocal CFC brochures. One, two, five, or ten particular charities will be
singled out and favored -- and probably on a recurring basis. This is actually subversive of
OPM’s strict regulation of CFC brochures, in which words are numbered and position placement
carefully determined in efforts to ensure equality of access to the forum.

It is legitimate for the Government 1o assist charities in soliciting and receiving
contributions for the purposes laid out by President Reagan in Executive Order No. 12404,
Some charities are more valuable than others to the Government precisely because they lessen
the Government’s burdens. But within the framework of those purposes it behooves the
Government to maintain a posture of neutrality and evenhandedness. This is fair not only to the
participating charities but to donors and taxpayers as well, who rightly wish to insulate

themselves, in the context of voluntary philanthropy, from the support of programs to which
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they may, in ali good faith, object for any reason.

Fundamental Legal Considerations

Chairman Mica's third question asks, "What legal considerations bear upon this
Subcommittee’s deliberations with regard to restricting participation in the CFC?"

A great victory for common sense was won in Cornelius v. NAACP Legal Defense and
Educational Fund, Inc. Congress would do well to bear in mind the following propositions that
may reasonably be extracted from the Supreme Court's decision in thai case:

First, charitable solicitation is indeed a form of speech and associational activity, fully
protected by the First Amendment.

But, second, neither the Federal workplace nor the CFC is a public forum, open to any
speech by anyone at anytime.

Thus, third, the proper question is not, "To whom and for what reasons shall the CFC,
a nonpublic forum, be closed?" Rather, the proper guestion is, "To whom and for what reasons
shall the CFC, a nonpublic forum, be opened?"

Accordingly, fourth, the CFC should be legislatively re-established for specific reasons:
To lessen the burdens of government by fostering support for specific kinds of programs that
help meet governmental goals of meeting needs of human health and welfare; to avoid
disruption of the Federal workplace; and to minimize any appearance of favoritism or of
subsidization of political or religious activism -- not because politics or religion is bad, but
because each is so important to our liberty that we as a people demand that government keep

its hands off of them and be neutral with respect to them.
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Finally, it must be remembered that contributions are the private property of the donors
until properly remitted to the intended recipient. Pools of putatively undesignated funds are
opportunities for mischief, both in their potential for misteading donors as to what use will be
made of such money and in the occasions they create for abuse of power in disposing of it.
Sound administration of the CFC will leave no doubt at any time as to who is entitled to every
contribution made.

1 will be pleased to answer any questions that the Subcommitiee may have.
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M;; Mica. Thank you for your comprehensive testimony and re-
marks.

Now I will turn to Mr. Ronald Burrus, executive director of the
NVHA, San Diego County Committee.

Mr. BUrRrUS. I am Ron Burrus and for the last 10 years I have
been employed as the executive director of the San Diego County
Committee of National Voluntary Health Agencies.

On behalf of the San Diego Committee, I would like to express
our appreciation to Congressman Mica for his initiative in explor-
ing the issue of agency eligibility for participation in the Combined
Federal Campaign. It is a real honor for me to be here this morn-
ing among these brilliant lawyers.

The San Diego Committee has been in existence since the early
seventies and has a 501(c)(3) Federal tax exemption and a State of
California Charter as a Public Benefit Corporation. The organiza-
tion is a consortium of approximately 30 agencies in San Diego-
whose national organizations are members of the National Vol-
untary Health Agency’s National Federation.

The San Diego Committee has a contractual agreement with the
National Voluntary Health Agencies of California, and these two
groups work in concert to raise funds through the annual Com-
bined Federal Campaign for our member agencies. I would like to
emphasize that I am here representing the San Diego Committee
and my remarks should not be taken to represent the views of
NVHA of California or the NVHA National Committee.

The San Diego Committee is a local, independent body that
works with the CFC in San Diego County as an advocate for NVHA
member agencies and I have submitted a list of these agencies in
the attachment. The San Diego Combined Federal Campaign is the
third largest campaign in the country in terms of dollars raised
and during 1994 raised $5,773,000. Of this total, Federal donors
designated a little over $1 million to San Diego and national NVHA
member agencies, which represents about 20 percent of the market.

The San Diego Committee is a group of local traditional charities
that directly benefit human health and welfare. We are concerned
with the numerous political advocacy groups and other organiza-
tions that might not directly benefit human health and welfare.

The San Diego Committee supports Congressman Mica’s efforts
to restrict the CFC to charities that can demonstrate that they di-
rectly benefit human health and welfare. We believe the central
purpose of the CFC is to provide an opportunity for all Federal em-
ployees to donate to charities of choice in the workplace utilizing
the convenience of payroll deduction.

In examining the current trends in CFC, the mere explosion of
new agencies and federations is causing enormous logistical prob-
lems and expenses for CFC’s. An example would be printing suffi-
cient numbers of agency brochures for all participant donors in the
campaign, and in San Diego this amounts to about 150,000.

Back in the early 1980’s the San Diego CFC agency brochure -
consisted of a single sheet fold-out pamphlet. The 1994 San Diego
brochure totaled 52 pages—this is the 1983 San Diego brochure,
and this is the 1994 resource guide that consists of 52 pages and
about 1,200 agencies listed.
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During the past several campaigns where we have been in at-
tendance during solicitation meetings with donors, there have been
a number of complaints regarding the size and volume of the bro-
chure. Some fed donors seem overwhelmed. With each new cam-
paign there are many new agencies added and there doesn’t seem
to be any end in sight. Speaking with CFC friends in San Diego,
they suggest that any action to restrict the number of agencies par-
ticipating in CFC would be a positive move.

One of the most important components for participation in the
CFC campaign is a requirement that the organization is a human
health and welfare organization which provides services, benefits
or assistance to or conducts activities affecting human health and
welfare and enumeration of these benefits should be documented.
That is out of the rules and regulations May 26, 1988, 950.203(6),
which is under the public accountability standard section in the
regulations.

Prior to the 1988 rules and regulations, agencies applying to par-
ticipate in the annual CFC campaign were required to provide
more definitive information on the services they provided and how
these services benefited the community. Although such a task re-
quires more effort to produce during application time, it might be
well to again consider such a standard in the future.

The wording of 950.203(6) needs to be revised to better define the
conditions an applicant agency must meet to qualify as a human
health and welfare organization. The current approach tends to
allow many 501(c)(3) nonprofit organizations without regard to the
intent of 950.203.

We support the continuation of Federal employees running the
CFC campaigns by serving as loan executives, key workers and
group coordinators and maintaining the current policy that only
Federal employees can solicit other Federal employees. This helps
to separate the Combined Federal Campaign from other annual
charitable drives, and we believe this is very important.

San Diego CFC dollars have decreased each year beginning with
the 1992 campaign. These decreases can be directly attributed to
loss of potential donors due to downsizing and base closures. De-
-creases in San Diego NVHA designations during this 5-year period
from 1990 to 1994 also has been impacted by the downsizing. How-
ever, it is also apparent that the inordinate increases in organiza-
tions that have been deemed eligible to participate have also im-
pacted on the donations to these traditional charities.

We applaud Congressman’s Mica’s notion of restoring the CFC to
its proper status as vehicle for solicitation by traditional charities
providing direct benefits to human health and welfare and we
again commend you for your interest and I thank you for being
able to be here this morning.

[The prepared statement of Mr. Burrus follows:]
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Sub-Committee on Civil Service

June 7, 1995

San Dicgo County of National Voluntary Health Agenciea, lac.
Ronald C. Burrus Executive Diroctor

Good Morning ... My name is Ron Burrus and for the last ten years | have been employed as the

Executive Director of the San Diego County Committee of National Voluntary Health Agencies, Inc.

On behalf of the San Diego Committee, I would like to express our appreciation to Congressman Mica
for his initiative in exploring the issue of agency eligibility for participation in the combined federal campaign.

It is an honor for me to be here this morning

The SDCC has been in existence since the early 1970s and has a 501 (c) (3) Federal Tax Exemption and
a State of California Charter as a Public Benefit Corporation.  The organization is a consortium of
approximately thirty health agencies in San Diego whose national organizations are members of the
National Voluntary Health Agencies National Federation. The SDCC has a contractual agreement with the
National Voluntary Health Agencies of California, Inc. and these two groups work in concert to raise funds

through the annual combined federal campaign for our member agencies.

[ would like to emphasize that [ am here representing the San Diego Committee and my remarks should

not be taken to represent the views of NVHA of California or the NVHA National Committee.

The SDCC is a local independent body that works with the CFC in San Diego County as an advocate
for NVHA member agencies (see attachment A for a listing of San Diego NVHA agencies). The San Diego
Combined Federal Campaign is the third largest in the country in terms of dollars raised and during
the fall 1994 campaign raised $5,771,690. Of this total, federal donors designated $ 1,047,375 o

NVHA agencies, which represeats about twenty percent of the total dollars designated.
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The San Diego County Committee/NVHA is a2 group of local traditional charities that directly
benefit human health and welfare. We are concerned with the numerous political advocacy groups
and other organizations that do not directly benefit human health and welfare. The SDCC supports
Congressman Mica’s efforts to restnict the Combined Federal campaign to charities that can demonstrate that

they directly benefit human health and welfare

We believe the central purpose of the CFC is to provide an opportunity for all federal employees to

donate to the charities of choice in the workplace utilizing the convenience of payroll deduction.

In examining the current trends in the CFC, the mere explosion of new agencies and federations is causing
enormous logistic problems and expenses for CFCs, i.e. > printing sufficient numbers of agency brochures
for all participant donors in the campaign area, and in San Diego the number would be approximately one
hundred fifly thousand. Back in the early 1980s the San Diege CFC agency brochure consisted of a single
sheet fold-out pamphlet. The 1994 San Diego brochure totaled fifty two pages.

During the past several campaigns where we have been in attendance during solicitation meetings with
donors, there have been a number of complaints regarding the size and volume of the brochures. Some federal
donors seem overwhelmed. With each new campaign there are many new agencies added and there does not
seem 1o be any end in sight.  Any action to restrict the numbers of agencies participating in the CFC would

be a positive move.

One of the most important components for participation in the CFC campaign is the requirement that
“The organization is a human health and welfare organization which provides services, benefits, or
assistance to, or conducts activities affecting human health and wellare® and an enumeration of these
benefits should be documented. { Rules and Regulations, May 26, 1988 / 950.203 (6) ). Prior to the 1988
Rules and Regulations, agencies applying to participate in the annual CFC campaign were required to provide
more definitive information on the services they provided and how these services benefited the community.
Although such a task required more effort to produce, it might be well to again consider such a standard in the
future.  The wording of 950.203 (6) needs to be revised to better define the conditions an applicant agency
must meet to qualify as a human health and welfare organization The current approach tends to allow many

501 (c) (3) nonprofit organizations without regard to 950.203 (6).
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We support the continuation of federal employees running the CFC campaigns by serving as loaned
executives, key workers and group coordinators and maintaining the current policy that only federal employees

can solicit other federal employees for charitable purposes. This helps to separate the combined federal

campaign from other annual charitable drives.

. TOTAL CAMPAIGN
1994 $ 1,047,375 $ 5,773,736
1993 $1,203,482 $ 6,019,266
1992 $ 1,365,500 $ 7,032,489
1991 $ 1,526,450 $ 7,075,460
i990 $ 1,686,531 $6,679,017

San Diego CFC dollars have decreased each year beginning with the 1992 campaign. This decrease can
be directly attributed to the loss of potential donors due to downsizing and base closures. Decreases in San
Diego NVHA designations during 1990 - 1994 are also due, in part, to the loss of potential federal donors
inthe area. However, it is also apparent that the inordinate increases in organizations that have been deemed

eligible to participate have also impacted on donations to these traditional charities.

We applaud Congressman Mica's notion of “restoring the CFC's pre - 1980s status as a vehicle for

solicitations by traditional charities providing direct benefits to human health and welfare.”

Again, we would like to commend your interest and hope that the sea of charities certified to participate in the
CFC can be restored to its rightful intent.
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SAN DIEGO COUNTY NVHA AGENCIES LISTING LOCALLY
Aril 28, 1995 Attachment A

ALS ASSOCIATION (LOU GEHRIG'S DISEASE) ORANGE COUNTY CHAPTER
ALZHEIMER'S ASSOCIATION OF SAN DIEGO
AMC CANCER RESEARCH CENTER
AMERICAN DIABETES ASSOCIATION CALIFORNIA AFFILIATE,
SAN DIEGO CHAPTER
AMERICAN LUNG ASSOCIATION OF SAN DIEGO & IMPERIAL COUNTIES
AMERICAN PARKINSON DISEASE ASSOCIATION
ARTHRITIS FOUNDATION SAN DIEGO AREA CHAPTER
CYSTIC FIBROSIS FOUNDATION -SAN DIEGO
AND IMPERIAL COUNTIES CHAPTER
EASTER SEAL SOCIETY OF SAN DIEGO COUNTY
EPILEPSY SOCIETY OF SAN DIEGO COUNTY
HEMOPHILIA ASSOCIATION OF SAN DIEGO COUNTY
HUNTINGTON'S DISEASE SOCIETY OF AMERICA, SAN DIEGO COUNTY CHAPTER
JUVENILE DIABETES FOUNDATION INTERNATIONAL,
ORANGE COUNTY CHAPTER
LEUKEMIA SOCIETY OF AMERICA, INC.
LUPUS FOUNDATION OF AMERICA, SOUTHERN CALIFORNIA CHAPTER
MARCH OF DIMES BIRTH DEFECTS FOUNDATION
MENTAL HEALTH ASSOCIATION, SAN DIEGO COUNTY
MULTIPLE SCLEROSIS SOCIETY, NATIONAL / SAN DIEGO AREA CHAPTER
MUSCULAR DYSTROPHY ASSOCIATION
MYASTHENIA GRAVIS FOUNDATION, CALIFORNIA CHAPTER
NATIONAL KIDNEY FOUNDATION OF SOUTHERN CALIFORNIA
SAN DIEGO REGION
NATIONAL NEUROFIBROMATOSIS FOUNDATION, CALIFORNIA CHAPTER
NATIONAL SPINAL CORD INJURY ASSOCIATION - SAN DIEGO COUNTY CHAPTER
PREVENT BLINDNESS, SOUTHERN CALIFORNIA
SICKLE CELL ANEMIA EDUCATION AND INFORMATION CENTER
ST. JUDE CHILDREN'S RESEARCH HOSPITAL
SUDDEN INFANT DEATH SYNDROME FOUNDATION OF SOUTHERN CALIFORNIA
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Mr. MicA. Again, I thank all our panelists for their participation
and their testimony. We certainly separate your testimony from the
(;i)revious panel and raise a number of questions I would like to ad-

ress.

First of all, one of the basic problems we get I think to address
if we make any changes in participation is that the definition of
these groups, and I think Mr. Morris is pretty clear that he wanted
to use the Presidential guidelines from the Executive order of 1983
I believe it was, of President Reagan. Do you think that would be
sufficient, and—to curtail again the proliferation of activity from
these advocacy groups?

Mr. MORRIS. Mr. Chairman, yes, I do. I think that the 1983 Exec-
utive order sets out a pretty clear definition of what ought to be
at stake here.

Mr. Mica. You also—one of the important things is to limit legal,
political and advocacy groups in participation and you think that
that will help establish a criteria that can accomplish that and it
should be enacted into law as opposed to rule. It would have to be
enacted into law; is that correct?

Mr. Morris. Yes and no.

No in the sense that if Congress were simply to repeal Section
618 of the Fiscal Year 1988 Urgent Supplemental Appropriations
Act, then that would leave in place unencumbered by the legisla-
tive proscriptions the effective language of the 1983 Executive
order, but then the Executive order would need to be implemented.
That is what the 1983 regulations did, but we are a number of
bridges over the river past the 1983 recoliections. Then I say come
back to ves, therefore, I think a legislative fix is in order. A simple
repeal is an excellent start but affirmative legislation enacting into
law the Reagan standards I think would resolve the matter once
and for all.

Mr. MICA. One thing that is a mystery to me is that legitimate
charities seem to be rolling over and playing dead. That is kind of
disturbing. Maybe because they have been through such a battle in
the eighties, to see these people kick the door in and get a foot hold
as far as advocacy groups—they almost seem intimidated by the
advocacy groups. Is that just a perception I have?

Mr. MORRIS. Speaking for myself, my perception is that that is
accurate. They are intimidated. They are also fatigued.

Mr. MiCA. It seems like an embarrassment, too.

Mr. MORRIS. Anything that suggests to the donor population that
there is something wrong with a charity drive hurts everybody that
is in it. I suspect that some of the leaders of the human health and
welfare charities are of the view that a long time of quiescence over
the long haul is—provides conditions where they could find accom-
modations whereas there is a danger in controversy that there will
be a diminution of the total pool of money that is given.

So that kind of conservatism, that kind of caution is understand-
able. I think it is misplaced, but I think it is the responsibility of
the people in charge of the Federal work place, the President and
Congress, frankly, to make that decision. The human health and
welfare agencies will be the beneficiaries of that decision.

Mr. Mica. The statistics that have been presented today also in-
dicate pretty clearly that there is a pretty steady decrease in par-
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ticipation, and also, as you point out from looking at the exact fig-
ures of the chart that was presented, that also the amount of giv-
ing is decreasing although the number of charities participating
and other groups is increasing.

It looks like about a third of a million dropped off the radar
screen in the early 1980’s, and then the only time we saw an in-
crease was from about from 1983, I guess, in 1984 we saw an in-
crease, 1985 we saw an increase, 1986 we saw an increase, and
then it started declining and I guess that reflects some of the pe-
riod?of change that was implemented by Mr. Devine; is that cor-
rect?

Mr. MoRRIS. That is correct, Mr. Chairman.

The other side of the coin is also important. I think the other
thing that is worth examining and getting to the bottom of is what
the trend line is in costs.

I think if nothing else, your inquiries will do us all a big favor
if we can get a handle on what are the actual trend lines in terms
of giving participation and giving rates and what are the actual
trend lines in terms of costs. That latter point is not unimportant.

First of all, we have to get the definition straight on costs. Not
only are we dealing with the direct costs as OPM defined them this
morning, not only are we dealing with the indirect costs that OPM
owned up to this morning, but I think there are some other indirect
costs that weren’t taken into account apart from what OPM dis-
cussed today including the fringe benefits.

Mr. Mica. What are some of those?

Mr. MORRIS. For example, time involved by nonOPM personnel
in organizing local CFC’s, the time involved not just on the part of
key workers but also on the part of the Local Federal Coordinating
Committees, the LFCCs. The time that is consumed in campaign-
related events, kick-off meetings, mandatory programs held in
auditoriums where people go and watch a movie for an hour on
what charities do.

By the way, those events—talk about creating first amendment
problems, when a government agency takes its work force into an
auditorium and shows it a movie in support of the CFC that maybe
only highlights 1 or 3 or 5 to 10 charitable agencies, would that not
only perhaps have a tendency to skew giving but it sends direct
speech into the ears of Federal employees that benefits some and
excludes others?

So at every turn the way the campaign is currently operated
under these circumstances, first amendment questions are raised
and costs are imposed. Once we reach an agreement on what the
costs are and get to the bottom of what they are, the trend lines
in costs I think will be interesting.

From the data that OPM gave us this spring—in my statement
those are set out in footnote 4 on page 3—OPM was saying the
costs in 1991 were $13.6 million. Now they told us in the 1994
campaign it was $22.1 million. That is a pretty dramatic trend line
by OPM’s own numbers.

The fascinating thing is we are now at a point, in fact we got at
a point a year or two ago, where the costs that OPM owns up to
are greater than the undesignated gifts that are made during the
campaign. The trend lines are moving toward intersection.
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The gifts are coming down, the participation rates are coming
down, the per capita gifts appear to be coming down aithough that
may be an open question, but the costs are going up and therefore
necessarily the percentage of the cost to contribution ratio——

Mr. MicA. I wanted to ask Mr. Devine about costs. You said it
cost zip. Was that 19807

Mr, DEVINE. It didn’t cost zip. Zip is the amount that people ac-
tually chose to go to the charity that they wanted it to go.

Mr. Mica. The hundred percent designation; well, nondesigna-
tion. What were the costs in the 1980’s when you took over?

Mr. DEVINE. This cost thing, nobody has ever had a handle on
it. By the way, Mr. Morris mentioned some of the costs. I think
probably the largest cost nobody has even mentioned here, except
as a benefit, is the payroll deduction—80 percent of the people who
contribute are involved in payroll deduction which means that they
have to make a change that goes through the payroll system of
every department in the government. That isn’t counted at all in
the figures kept by the government.

Mr. MicA. From that with 80 percent participating I should be
able to get the information on how much is coming out and how
much they are writing a check to each charity for; is that correct?

Mr. DEVINE. You should require OPM to write to the local cam-
paigns, which is where that information exists.

Mr. MicAa. But what stuns me is nobody has a handle on how
much money the government is collecting or distributing. I have
not seen that. A few individual charities and groups have disclosed
to us the amounts, but we don’t see the final figures, which I think
should be public.

Mr. MoRRIS. Mr. Chairman, may I underscore what Mr. Devine
has just said? Those back office costs have been completely ignored.

We talked about the upfront costs of promotion, of solicitation,
the key workers and so forth, but the back office cost of processing
payroll deductions, collecting the money, assembling the money,
putting it in funds, cutting checks and sending them to the char-
ities, all those back office costs have never been accounted for.

Mr. MicaA. Dr. Devine.

Mr. DEVINE. You talked about participation and when it dropped
off. If you look through the 1970’s, 1980’s you have 2.8 million, 2.8
million, 2.7 million, 2.7, 2.8 million, 2.7, 2.7, 2.7, 2.7—1980, 2.2,
these according to the numbers we had when I was Director of
OPM. It is very clear that participation rates started going down
dramatically when the campaign became politicized. Then it went
down again and my figures show down about 500,000 as opposed
to 300,000——

Mr. MicaA. I see the difference, because you were talking about
number of contributors and then number solicited, which would be
the total number of employees at that time. So you are correct that
it is in excess of a half a million drop off just at that one point.
Then the percentage changes.

One of the problems I have now in approaching this is you can
see these folks have established tremendous pressure ups and
it is very difficult to stand up to them, and it is. You have heard
the campaigns that have already been organized both by the legiti-
mate charities who feel that there is some possible harm could be
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done to them, and that in no way is justified as far as our intent.
But do you see any possible other route to correct the situation in
changing the criteria?

Mr. DEVINE. [ would say as a practical level.

One thing when Mr. Morris’s comment, if you were to go to
straight legislative change, I would suggest that you refer to the
old Federal Register proposal. When we made our proposal for the
Federal Register on August 1, 1983—we spelled out very specifi-
cally how to make real reforms. The President’s Executive order
was only general.

The August 1, 1983 regulations specifically say how you could do
real reform, right down to the level of administration. But I recog-
nize the problem that you face, because I faced the same thing. As
a matter of fact, the overwhelming number of traditional health
and welfare charities agree with the San Diego testimony.

The difference is his people have the courage to say it. All of the
traditional charities will tell, and have told me, the ones I have
talked to, that they want it restricted.

Why don’t they say that publicly? Some of the reasons Mr. Mor-
ris mentioned about public controversy, courage; mainly they feel
they don’t want to get out in front and be subject to the controversy
themselves. It is very hard to do that. So practically, I would sug-
gest you reverse the appropriations rider so that when we have a
new administration someday, which I have every confidence we
will, the new President will be free and a new Director of the Office
of Personnel Management will be free to write that Executive order
again with our regulations.

Thanks to Mr. Morris’s diligent research, they can go to this
book, look them up and republish them. I understand how dif-
ficult—at least allow the next President and the next Director of
the Office of Personnel Management the freedom to make the right
changes.

Mr. Mica. Thank you. Mr. Barrett, you had testified to some of
these organizations have in fact created fronts to qualify their ad-
vocacy groups for participation. Is this a limited practice or did you
see or have you seen most of these groups to qualify alter or create
entities that qualify?

Mr. BARRETT. In the example I was giving you, I was thinking
of one specific group, but there were other groups at different
times, we had challenged their eligibility for violations of one—they
didn't meet one of the criteria. And we—we got overruled on them
or else they had another group that was eligible, but the story I
was talking about was one specific group. But there were other
ones that we were suspicious of as we read their applications.

Mr. MicA. One of the things that’s disturbing to me in the proc-
ess is there is no choice for the taxpayer of participating. They un-
derwrite this whole activity whether they want to or not. And we
posed a question this morning again, should these groups pay a
larger percentage of costs involved.

Are there any opinions from the panel members on, again, re-
quiring either the charities or participating groups to pay a larger
share of the taxpayer-fronted costs.

Mr. Burrus.
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anr. BURRUS. I really wouldn't have a comment on that. I don’t
oW.

Mr. MicA. Mr. Morris.

Mr. MoRRIS. Mr. Chairman, if the purpose of the campaign is to
provide support for human health and welfare agencies meeting
needs of hungry, hurt, sick, destitute people, people who have been
devastated by natural disasters and the like, in other words, a tra-
ditional charity campaign, then it’s a legitimate, appropriate exer-
cise of governmental function, it helps lessen the burdens of gov-
ernment and it’s a good investment.

If, however, this is simply a free-for-all, it’s an open channel for
any 501(cX3) organization to come in to the largest captive
workforce in America and have access to that workforce and obtain
contributions from it, then under those circumstances there is no
necessary connection at all between the interests of the taxpayers,
their burdens are not being lessened by this. If there is no connec-
tion at all, then I see no reason why user fees proportionate to ben-
efits should not be imposed to carry the entire cost.

Mr. MicA. Mr. Barrett? Any comment? '

Mr. BARRETT. The charities do pay the certain percentage of the
administrative expenses.

Mr. Mica. They do.

Mr. BARRETT. As far as the other one, no, I have really no other
thought on that.

Mr. DEVINE. I think Mr. Morris’ point is very valid. If they are
legitimate health and welfare charities, I think a good argument
can be made that the benefits outweigh the costs. Where it is a
free, open rein to any group that wants to apply, then I think they
should bear the cost.

I'd also like to make one point. Take the OPM estimate of $21.2
million cost. It’s also important to add the 7-percent local adminis-
trative costs that were just mentioned, or $14 million. The actual
overhead that is admitted now to be $35.2 million, simply what's
already admitted on the record. Then add the back-end costs of the
payroll and you will be darned close to that $50 million that was
in ﬁhe earlier estimate, although they weren’t counting that then
either.

One of the points of establishing these—local principal funds is
what we originally called them—was so they would account for
what was going on in each local campaign, which they did not do
previously. I haven’t followed the administration, but your desire
to get that information is legitimate because these institutions
were specifically set up so that they could do that administrative
work. They ought to do it to get a 7-percent fee.

Mr. MicA. Well, that does amplify one of the points that I have
been trying to make here about government should at least have
some idea of where the money is going and the amount of money
these organizations are receiving and administrative costs, et
cetera.

You said, I think, Dr. Devine, in your testimony also that based
on some of the percentages of costs, now they cited 11 percent and
it would be much higher under the 88 estimates or your guess-
timates, you could be up in the 25 percent range of cost. Is that
acceptable under standards for charitable administration? You said
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the costs would bar most charities from participating under current
rules. Is that accurate?

Mr. DEVINE. I don’t think I said that, but the 11 percent OPM
minimal estimate, 7 percent which the agencies—the local funds
get as their fee, is 18 percent right there. You add the back-end
costs, it's going to be up near 25 percent. Now, the very rules we
promulgate here ask you to start getting suspicious of charities
when the administrative costs go over 25 percent, which is what
we're getting close to there.

Mr. MICA. And again, in the private sector, what kind of restric-
tions are there according to IRS codes or other qualifications for
administrative costs for charitable administration? Are you familiar
with those, Mr. Morris?

Mr. MORRIS. You are saying what restrictions are there?

Mr. MicA. What limitations. I mean, a group can’t spend 100 per-
cent of its money on fundraising administrative costs to charitable
group and qualify, it’s my understanding.

Mr. MORRIS. As [——

Mr. Mica. Is there sort of SOP, standard operating procedures,
to qualify.

Mr. MorrIs. The 25 percent figure is a pretty universal red flag.

Mr. BARRETT. Excuse me. There is a group in New York called
the National Charities Information Bureau which reviews charities
and their standard is 50 percent.

Mr. Mica. What is it?

Mr. BARRETT. Fifty percent for administration of fundraising.

Mr. Mica. Up to 50 percent.

Mr. BARRETT. Up to 50 percent.

Mr. MicaA. That’s acceptable.

Mr. DEVINE. And of course if you are involved in direct mail, it
would be much, much higher than that. I mean, this is not exces-
sive in that amount, I would argue, but it’s not nothing either.

Mr. MoRRIS. Mr. Chairman, let’s be clear, of course, that this
question is a little bit different from the question of the constitu-
tional validity of, say, the IRS imposing some such requirement or,
say, a local government imposing some cap on overhead as a per-
centage of amount collected as a condition of existing or soliciting.

That case went to the U.S. Supreme Court a decade-and-a-half
ago in a case came up called the Village of Chambry, IL, and the
Supreme Court said, you can’t constitutionally condition solicitation
on a limitation on overhead because—and the case of the use of di-
rect mail, for example, by political organizations is an excellent
case in point.

Sometimes the whole purpose of the solicitation on the fundrais-
ing is simply to get the message out. A charity may legitimately
collect money solely for the purpose of communicating a message.
The Supreme Court told us that’s a first amendment issue, so
that’s a little bit different from the question of what kind of yard-
stick you use to decide whether or not, as a donor or as somebody
subsidizing a charity collection effort, you're getting bang for your
buck in terms of delivery of services.

Mr. Mica. Well, I guess in conclusion here, I'd like to ask the
panelists if you have any additional recommendations either in
changing any of the rules or any of the procedures, anything that
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could be done that you see from your experience and observation
of the process, do you have any final recommendations?

Mr. Burrus. No. Mr. Morris.

Mr. MORRIS. At a minimum, repeal section 618. Let the next ad-
ministration administer the matter or, as I suggested before, legis-
late the Reagan-Devine rules. Yes, there will be a spate of litiga-
tion, but I think Cornelius against the LDF decision by the U.S.
Supreme Court tells us that this will pass constitutional muster.

Mr. MICA. Mr. Barrett.

Mr. BARRETT. Nothing.

Mr. MicA. And Dr. Devine.

Mr. DEVINE. You've heard mine.

Mr. MicA. He said it all.

Well, I want to thank the panelists for participating today. You
certainly have shed a varying perspective on some of the other tes-
timony that we've heard today and the intent of this hearing, of
course, is to try to improve the process and to try to increase a real
charitable giving and involvement with our Federal employees.
From the testimony today, it appears that the program, in my opin-
ion, has veered off course and that it could stand some correction
and it may need some legislative and administrative attention.

Again, I thank each of you for participating and for your valuable
contributions today. We have Congressman Hoyer’s testimony.
Steny Hoyer has asked to submit testimony for the record and,
without objection, that will become part of the record. So ordered.

[The prepared statement of Hon. Steny H. Hoyer follows:]
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TESTIMONY OF THE HONORABLE STENY H. HOYER
ON THE COMBINED FEDERAL CAMPAIGN
BEFORE THE SUBCOMMITTEE ON CIVIL SERVICE
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT

June 7, 1995

Mr. Chairman, I want to express my serious concerns about
any efforts to further limit participation in the Combined
Federal Campaign.

In 1986, a similar attempt was made to restrict the Combined
Federal Campaign (CFC) to so-called "traditional charities."
Because the definition of a traditional charity was so
restrictive that many organizations providing valuable services
would have been excluded from participation, Senator Hatfield and
I developed legislation which was passed on July 2, 1986, and
signed by President Reagan allowing the Office of Personnel
Management to run the 1986 CFC under the 1984 rules.

Subsequently, in the autumn of 1986, we developed
legislation which was also passed and signed by President Reagan
ensuring that the 1987 CFC would operate under the same concepts.

Senator DeConcini and I included further legislation in the
onnibus Fiscal 1988 spending bill, again signed by President
Reagan, which ensured that all charities would be eligible if
they met the gqualification standards set out in 26 U.S.C. Section
501(c) (3) of the Internal Revenue Code.

Charities that qualified as 501(c) (3) organizations could
participate as long as they provided human health and welfare
service, benefits, assistance, or program activities.
Contributions to charities which were "written in” by an employee
were eliminated and a national eligibility process took the
burden off individual Local Federal Coordinating Committees for
deciding the eligibility of organizations applying for
membership. Provisions were made for undesignated contributions
to be shared with national and local charities.

Status as a 501(c) (3) corporation places restrictions on
charities’ funding for lobbying and grassroots activities.

From 1979 to 1983, giving to the Combined Federal Campaign
rose 137 percent -- from $83 million to $197 million. Part of
this increase may be attributable to the increase in the number
of charities from 46 in 1980 to 155 in 1983.
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Concerns have been raised that some of the charities in the
CFC are counter to the philosophy of some taxpayers. Opponents
argue that only organizations that do not advocate particular
positions should be included.

However, this argument is based on the false assumption that
taxpayers in some way fund the CFC. Beyond the time that Federal
employees spend collecting pledges, there is no direct
contribution of Federal funds.

I understand that CFC traces its roots to another Republican
President, Dwight Eisenhower, who first signed an executive order
instituting an annual charitable campaign for all Federal
workers.

In a letter to the Chairman, OPM Director King states that
the cost of running the CFC would be no greater or smaller if
more organizations were added to or dropped from the CFC. The
same amount of time is involved with passing out the information
and collecting the pledges. Let me underscore that the money
donated to the CFC comes from Federal employees’ own funds.
There is no Federal contribution to any of the charities and the
cost of producing annual campaign materials is paid for by
participating charities.

While the government may fund some programs of organizations
within the CFC, those grants or other funds are separate and
distinct from CFC contributions.

I am aware of no outcry against the charities which
participate in the CFC from either Federal or private sector
employees contributing to the CFC and the United Way campaigns.
If someone does see an organization on the list with which they
disagree or which they do not view as a priority for
contributions, they can simply choose another charity to
designate for their gift.

Any attempt to restrict CFC membership would appear to be an
attempt to "defund" the charitable advocacy groups which
currently participate in the CFC. Throwing these organizations
out of the CFC could violate the Supreme Court decision in
Cornelius vs. NAACP Legal Defense Fund, 473 U.S. 788, 811 (1987)
which stated that restricting workplace giving in order to
suppress a particular point of view is unconstitutional.

Today the Committee will hear arguments that, regardless of
what restrictions are placed on CFC participation, Federal
enployees can still mail a contribution to any charity that they
wish to support. Wwhile true, this does not reflect the ease of
making a small payroll deduction each week versus a larger one-
time check. Overall giving is no doubt higher because employees
can, for example, donate $10 per pay period as opposed to writing
a $260 check.
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I sense that Federal enmployees appreciate the broad choices
available in the Combined Federal Campaign. I urge the Committee
to leave the program as it is -- open to many organization that
reflect the wide spectrum of interests in the hearts and minds of

Federal employees.
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Mr. MICA. Mrs. Morella would like to submit additional written
questions to this panel and the other panels and, without objection,
and with your cooperation, that will also become part of the record.

We also have a request for additional written testimony to be
submitted as part of the record and I will keep the record open
until June 21, if others would like to submit testimony for the
record and without objection, that is so ordered.

There being no further business before the Civil Service Sub-
committee, this meeting stands adjourned. Thank you.

[Whereupon, at 1:05 p.m., the subcommittee was adjourned.]

[Additional information submitted for the hearing record follows:]
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SIERRA CLUB LEGAL DEFENSE FUND
STATEMENT FOR THE RECORD
HEARINGS OF THE SUBCOMMITTEE ON CIVIL SERVICE
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT.
ON THE COMBINED FEDERAL CAHPAIéN

JUNE 7, 1995

The Sierra Club Legal Defense Fund appreciates the opportunity to
submit testimony before the Subcommittee on the crucially
important issue of maintaining a fair and open Combined Federal
Campaign (CFC). The Legal Defense Fund is a non-profit public
interest law firm that represents individuals, small businesses,’
Native Americans, local communities, and others in litigation to
protect our environment.

I. Qverview

The CFC is the largest workplace fundraising campaign in the
country, allowing millions of federal employees to give to the
charities of their choice. - Under the current eligibility rules
the campaign has flourished, controversy over the campaign has
virtually ceased, and millions of charitakle dollars are
efficiently passed to organizations who serve the public. The
CFC thus stands as a model campaign, which is driven by donor
choice and, as such, empowers the American spirit of volunteerism
by providing an easy, efficient and effective way for donors to
participate in charitable work through their payroll
contributions.

However, Chairman Mica’s proposal to limit federal employees
charitable CFC choices by excluding so called "political and
ideological advocacy groups”' would undermine that volunteer
spirit and unreasonably limit federal workers’ choices in the
campaign. By contrast, we believe that the CFC eligibility
requirements should not be altered and in particular, should not
be changed to exclude groups whose mission includes advocacy of
the public’s interest in important local, regional, national or
international issues.

This statement describes our four primary concerns with
Chairman Mica’s proposal:

! uMica cCalls for End of Federal Collection for Political
Advocacy Groups," Press Release from the Office of Congressman John
L. Mica. )
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First, any such change would unreasonably limit federal
employees’ ability to select the charitable acthlty of his or
her choice.

Second, the fﬁndamental principles bof free speech entitle
charities to participate in public workplace campaigns regardless
of the viewpoint that charity may represent.

Third, further restrictions on participation in the CFC
based on advocacy activities is a non-solution to a non-problem.
The IRS restrictions on the legislative endeavors of CFC
charities are adequate and effective. Allowing the federal
government to further dictate what are acceptable activities is
not only unnecessary, but problematic because of the difficulty
in selecting additional criteria that can be implemented and
enforced without undue confusion and controversy.

Finally, further limitations will not save taxpayers or the
federal government significant sums of money. The costs of the
CFC are direct and indirect fixed costs which do not decrease, .
and may increase, with a lesser number of charities
participating.

II. Relevant Background on the Sierra Club Legal Defense Fund

As a nonprofit, public interest environmental law firm, the
Legal Defense Fund provides direct human health and welfare
services free of charge to people throughout the United States.
As described above, we represent a broad spectrum of groups and
individuals in lawsuits and administrative proceedings to protect
public lands and forests, to save wildlife and endangered
species, to control pollution and other toxins in neighborhoods
and communities around the country, and to establish appropriate
plans for local development and growth.  Americans are the
beneficiaries of healthier environmental and recreational
opportunities as a result of the Legal Defense Fund’s efforts.

In reviewing the Legal Defense Fund’s work, the Office of
Personnel Management (OPM) explicitly concluded that the Legal
Defense Fund is a "human health and welfare organization" and
thereby eligible to participate in the CFC:

An agency that "provides environmental legal services
that ... have a positive, beneficial effect on air quality,
wvater quality and other aspects of the environment ...
necessarily improves the quality of human life, and
therefore ... qualifies as a ’‘human health and welfare’
organization." Letter of Decision regarding Sierra Club
Legal Defense Fund from Hugh Hewitt, General Counsel, Office
of Personnel Management, to J.K. Parker, Chairman, South
Hampton Roads LFCC (July 31, 1987).

2
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We have participated in the CFC for over a decade. CFC
donors contributed approximately $180,000 to the Legal Defense
Fund during fiscal year ’93-'94. We estimate that roughly 20,000
federal employees give to us through the CFC.?

The Legal Defense Fund qualified for charitable status under
section 501(c)3 of the Internal Revenue Code in 1971. We comply
with section 501(c)3’s rigorous limitations on lobbying and other
legislative activities. (We are completely independent from the
Sierra Club, an organization that is not currently a 501(c)3
organization and that is not participating in the CFC.) The
Internal Revenue Service requires, and the Legal Defense Fund
ensures, that all of the cases it takes on serve a broad public
interest.

III. Why CFC Eligibility Should Not Be Altered
A. Federal Emplovee Choices Should be Respected

Federal employees are a respected work force of educated,
skilled and dedicated individuals serving their country. They
are capable of making their own decisions as to whether to donate
to charity and which charities are worthy of their support. A
contrary message is sent by Congressional efforts to limit their
CFC choices.

As the campaign is currently structured, employees are free
to choose from an extensive ,and inclusive list of charitable
organizations that serve the public. Employees are free to
contribute to organizations whose goals they agree with, or not
to contribute to any groups at all. Because the campaign is
based on open choice, the campaign provides a fair opportunity
both for charities and donors. Arbitrarily limiting that choice
to certain types of charities, such as so-called "“non-advocacy"
groups, creates its own bias toward particular activities (by
excluding other activities) and undermines the donor’s free
choice.

The federal workplace reflects the diversity and
individualism of America. Having employees with different
backgrounds, interests, and attitudes fosters creative thinking,
effective teamwork, and personal empowerment in the workplace.

- Naturally, individuals of heterogenous backgrounds will have
different charitable causes as priorities. - Restricting their CFC
choices to a limited group of charities stifles not only an

’ Much of CFC giving is anonymous, and therefore a precise
number of -donors is not available. The 20,000 number guoted
represents our total CFC annual revenue ($175,000) divided by an
average CFC contrlbutlon of approximately $90.

3
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interest in charitable giving in the workplace, but also a form
of individual expression that can be beneficial to the workplace
and to the worker.

Not surprisingly, .federal employees clearly enjoy and prefer
having a broad range of choices such as those currently available
through the CFC. A June 1995 survey’ of 800 randomly selected
federal employees confirmed that 71.5% of federal workers "are
satisfied with the way the Combined Federal Campaign is run."
Most of the respondents (88%) "believe that federal employees
should be able to choose to support -- through the Combined
Federal Campaign. -~ charities that speak out on behalf of the
people they help." A 66.3% majority of employees do not "feel
Congress should limit the types of charities that you can support
in the Combined Federal Campaign."

Given the overwhelming support for the current CFC structure
by federal employees, congressional efforts to restrict
partlclpatlon, and thus the employees’ choices, appear to be
nothing more than a politically motivated effort to limit federal
employees’ role in the democratic process.

B. The_ Fundamental Principle of Free Speech Entltles
Charities to Participate

Charitable solicitation of funds is a form of speech fully
protected by the First Amendment to the United States
Constitution. As the Supreme Court noted in Village of
Schaumburg v. Citizens for a Better Environment, 444 U.S. 620,
632 (1980): "Soliciting financial support is undoubtedly subject
to reasonable reqgulation but the latter must be undertaken with
due regard for the reality that solicitation is
characteristically intertwined with informative and perhaps
persuasive speech seeking support for particular causes or for
particular views ... and for the reality that without
solicitation the flow of such information and advocacy would
likely cease." 'In Cornelius v. NAACP Ledgal Defense and Education
Fund, 473 U.S. 788, 799 (1985}, the Court held that solicitation
by charities in the Combined Federal Campaign, even though
limited in scope, fully qualifies for First Amendment protection.

Although solicitation for funds is subject to reasonable
time, place and manner regulation to protect the functions of the
federal workplace, the Supreme Court unanimously held in
Cornelius that the federal government may not discriminate among
charities admitted to a workplace campaign based on the
viewpoints those charities advance. Cornelius, supra, at 811-813

3 Fabrizio McLaughlin & Associates, Inc. Executive Summary -

— _Combined Federal Campaign survex of Federal Employees, June 6,
1995.
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(plurality opinion), 832-833 (dissenting opinion of Justices
Blackmun and Brennan); 833-36 (dissenting opinion of Justice
Stevens). As Justices Blackmun and Brennan noted, exclusion of
organizations that employ advocacy or litigation is inherently
viewpoint discrimination:

By devoting its resources to a particular activity, a
charity expresses a view about the manner in which
charitable goals can best be achieved. Charities
working toward the same broad goal, such as "improved
health," may have a variety of views about the path to
that goal. Some of the "health services" charities
participating in the 1982 National Capital Area: CFC,
for example, obviously believe that they can best
achieve "improved health care" through medical
research; others obviously believe that their resources
are better spent on public education; others focus
their energies on detection programs; and still others
believe that the goal is best achieved through direct
care for the sick. [Some groups] concerned with the
goal of improved health, on the other hand, obviously
think that the best way to achieve that goal is by
changing social policy, creating new rights for various
groups in society, or enforcing existing rights through
litigation, lobbying, and political activism.

As Justices Blackmun and: Brennan noted, to exclude groups
based on their belief that advocacy or litigation is a valid
means to achieve charitable goals is "blatantly" viewpoint
discrimination. To do so would explicitly favor charities that
believe charitable goals may best be achieved through working
within the confines of existing social policy and the status quo,
at the expense of other charities that hold equally sincere views
that the public interest may best be served through seeking
social change. The federal government has no business, and no
right under the Constitution, to make that choice for its
workers. - '

C. Further Eligibility Restrictions are a Non-Solution to

a Non-Problem

Reducing the number of participating organizations --
whether based on advocacy-related criteria or otherwise -~ is
simply unnecessary. We are not aware of any significant number
of complaints from federal employees regarding the current CFC.
As described above, 71.5% of federal employees are satisfied with
the current CFC.‘ In fact, total giving increased. 137% (from
$82.8 million to $196.8 million)  from 1979 to 1993. OPM
testified that "federal employees have been well served by [the

Y Id.
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CFC's] wide range of choices" and that the CFC is not "in need of
major changes."® Importantly, survey results show that

reducing the types of charities that are eligible to receive CFC
donations would actually make many federal employees less likely
to contribute to the CFC.®

Even if we agreed that further restricting CFC participation
was advisable, which we do not, imposing additional CFC
eligibility restrictions related to advocacy is unnecessary. The
campaign’s current national eligibility requirements ensure that -
participating charities meet the standards of tax-exempt’
organizations as defined by Internal Revenue Code section
501(c)3, and that they serve human health and welfare. The IRS
restrictions are ample, ensuring that purely political
organizations and groups that do substantial lobbying do not
participate in the campaign. The IRS rules are accepted and
clear, making enforcement by OPM simple and cost-effective.

Any additional restriction on M"advocacy" activities would,
by definition, be subjective in nature, making it difficult to
understand, implement, and enforce. For example, many critics of
the current campaign structure advocate restricting CFC
participation to so-called "traditional health and welfare
groups." It is not possible to distinguish, however, among human
health and welfare organizations, including hospitals, food
banks, children’s health groups and others, all of whom advocate
in various public fora on behalf of the interests of people they
serve. It would simply be confusing to charities and federal
donors alike. Thus, instead of benefitting the campaign and the
workplace, further restrictions related to. "advocacy" would
inevitably throw the CFC back into controversy, affecting
employee morale, the spirit of volunteerism, the total charitable
contributions raised, and the reputation of the CFC as a model
charity drive.

D. Limiting the Type or Number of Participating Groups
Does Not Reduce CFC Costs to the Taxpayer .

The total cost of the CFC program has been criticized
(mistakenly, we believe) as a federal "subsidy" to the campaign.
Critics, however, seem to miss the point that in this instance

® Statement of Honorable Lorraine Green, Deputy Director,
Office of Personnel Management, before the Subcommittee on Civil
Service Committee on Government Reform and Oversight, U.S. House of
Representatives, June 7, 1995, pp. 2,3.

¢ A plurality of 38.5% of federal employees said they would
" be less likely to contribute, while only 28.9% said they would be
more likely to contribute, and 20.8% were "not sure." Fabrizio et
al., supra, note 3.
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the federal government is assisting the raising of additional
monies toward charitable activities that by law must enhance the
health and welfare of our nation. In effect, the government is
spending a small amount of money to generate a significant amount
of money ($195 million annually) that will improve the health and
welfare of our nation and its residents, Thus, the CFC is an '
extremely efficient way of providing funding for charitable
services that arguably would otherwise fall -- complete with
burden and costs -- upon the federal government.

Currently, the government’s costs in running the campaign
are spread equally among the broad spectrum of charitable human
health and welfare activities represented by the participant
charities. Thus, the government is equitably encouraging
charitable contributions as an activity. It is not endorsing or
promoting any particular type of charity. However, if the
campaign is restricted to charities that engage only in certain
activities, the campaign becomes a funnel for taxpayer money to
that particular subset of charitable activity to the exclusion of
others. That is precisely the kind of biased politically-
manipulable situation that the current system is intended to, and
does, prevent. :

Further, the total costs of the CFC do not decrease even if
the number of participating charities is reduced. The Director
of OPM testified that the "cost of the campaign does not
significantly differ if we include a hundred charities or a
thousand."’ Thus, any government subsidy of the campaign
remains essentially the same whether advocacy groups are included
or not.

The direct cash outlay by the federal government is
incredibly small for raising such a large amount of
contributions. OPM estimates direct costs for 1994 at a total of
$731,300.° This is less than one half of one percent of the
$195 million raised that year. OPM’s direct costs include OPM
staff salaries, audits, and compliance reviews. Other costs
associated with printing campaign materials, the local management
of the campaign, -and contribution processing are paid by the
participating charities.

Although campaign costs to the federal government are
currently low, costs could actually increase if groups were
excluded from the campaign. Implementing and enforcing new
eligibility limits based on a subjective, arbitrary definition of
what constitutes a worthy charity would probably result in higher

7 Statement of Honorable Lorraine Green, p.4, supra, note 4.

* . Id.
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campaign costs due to increased paperwork, controversy, and
general inefficiency requiring more OPM staff time.

Whereas direct and indirect® costs of the CFC will not
decrease (and may increase) if the number of participating
agencies is reduced, the indirect benefits of the campaign could
be greatly reduced by a change in the eligibility requirements.
The indirect benefits include a positive impact on productivity
and pride -among federal employees.!°- These positive attributes
could be diminished if changes to the CFC limit employee choices
and thus result in a campaign that is controversial and does not
share the support of the majority of federal employees.

I1V. congclusion

The Legal Defense Fund strongly recommends that Congress not
attenpt to politically micromanage the CFC -- a program that is
effectively and efficiently enabling federal employees to
contribute to the health and welfare charities of their choice
through a payroll deduction program.

S The indirect costs of the CFC constitute the value of time
voluntarily donated by federal employees to the campaign.

14,
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PAUL F. GAVAGHAN
9103 BRIERLY ROAD
CHEVY CHASE, MARYLAND 20813

May 25, 1994
Hon. John L. Mica
United States Congress
427 Cannon H.O.B.
Washington, D.C. 20515

Dear Congressman Mica:

I want to congratulate and support your efforts to
rid the Combined Federal Campaign of political and
ideological advocacy groups in favor of tradittion-
al charities that actually help health and welfare.
The poor and handicapped deserve better.

It is deplorable that CFC contributions have been
wending their way to the coffers of advocacy groups
- regardless of their political coloration.

I am a long-time observer and opponent of extremist
advocacy groups, who proliferate in Washington and
unduly pressure federal agencies, brainwashing all
too many members of Congress. My experience indica-
tes that rule-or-ruin single issue groups tend to
warp the entire process of government.

As a board member of the American Council on Alco-

holism and recent president of the LEAP school for
the handicapped, I would cast my vote for the 1966

OPM rules. Best wishes.
Sincerely, E



167

197041995

AMAZON RIVER

FOUNDER
Luke Tupper

OFM. MO. DSc
EXECUTIVE DIRECTOR
Charies C. Post
Phoenix, Arizona
PROGRAM DIRECTOR
Witk v. Dolan, M.D.
Pnoentz. Arzona
ADMRSTRATOR
BRADIL

Ronaid Bonagnoli MIM
Samarem. Para, Brazi
ADMINISTRATOR
Peter Boddy, M.O., MPH
Santa Cruz, Bolivia
BOARD MEMBER
EMERITUS

Gerakd D. Tupper. J.0.
Pearia, Arizona
GOARD OF DIRECTORS
Prosident
Goroan Murphty
Phosnia, Anzons

Vics Prasident
‘Wilkiam Waish
Tempe, Arzona

Brad Brados

Phoeniy. Anzona
Traagures

John Hedbarg. J.D.
Phoenix. Arizona
Pawi Borgesen, DD.S. MD.
Proenss, Arzona
Fobert Brocks, 0. 5.
Prosnix, Arizona
Jdaca Carey
Sconsanse, Arizons

Barbam Espincsa
Scottsdate, Arizona

Kathy Janssen. M.O.
Tucaon, Arizona
Scottsdale, Arizona

Suzanne Snavely

Scottadate, Arizona
Spence Van Alsburg
Fort Cons. Colorado

Boboe Vidich, RN,
Phoons. Atzons

June 13, 1995

Representative John L. Mica
Subcommittee on Civil Service
Room B-3171-C

Rayburn House Office Building
Washington, DC 20515

Dear Rep. Mica:

This is to express my appreciation, once again, for the
work your committee is doing to differentiate true charitable
work from lobbying and advocacy.

I approve advocacy, and I approve active political
involvement. This is the American way. I do think, however,
with the emphasis in the non-profit sector in recent years on
advocacy, we have turned the Federal Combined Campaign into
something other than was intended.

I believe that your proposition, to return the workplace
charity drive at the federal government level back to the
cause of true charitable enterprise, and away from lobbying
and political influence, would be a positive step.

Implementation, of course, will be a great challenge. I
can see a pure advocacy organization rolling a small cot into
their office to put up an occasional hungry client. This
makes them a "mixed" organization. Perhaps you have already
thought of some way to handle that problem.

1911 WEST EARLL DRIVE PHOENIX, ARIZONA 85015-6085 TELEPHONE (602) 252-7772 FAX (602) 340-9197
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Representative John L. Mica
Subcommittee on Civil Service
June 13, 1995

Page Two

We can hardly blame the advocacy groups for their full-
scale press in Washington. Washington is simply too big, too
rich, too influential. Perhaps with the current trend in
politics there will be a small step of return to states and
localities, in terms of economics and power. Then this frenzy
of activity in the lobbying area could cool down and return to
actual "works,"” at the grass roots level. Your situation with
respect to the CFC is only symptomatic of our whole social
structure: too Washington heavy.

Best wishes in your upcoming effort to return the charity
drive to charity.

Since;gle\\>

Charles C. Post
Executive Director

cCP/at
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WRITTEN TESTIMONY OF
EARTH SHARE
3400 INTERNATIONAL DRIVE NW
SUITE 2K
WASHINGTON DC 20008

The purpose of this document is to submit written
testimony by Earth Share to the Congress of the United
States, House of Representatives Committee on Government
Reform and Oversight, Subcommittee on Civil Service's June
1995 hearings on the Combined Federal Campaign (CFC).

Earth Share believes that the current laws and
regulations which govern the CFC are working well and should
not be altered, with the exception of the continued
development of regulations which help make the campaign more
efficient. The lack of litigation over the last several years
is a testament to the sound approach the CFC has developed,
and we are certain that any major change now in the
eligibility of charities would have the effect of critically
impairing the CFC's ability to raise funds for all its
participating charities, including traditional health and
human service charities.

The CFC was never intended to support any specific
charity or cause. The purpose of the CFC has always been to
make it easy for federal employees to give to charities in a
manner which is both efficient and fair. No one person would
ever support all the charities which are now eligible to
participate in the CFC, but the CFC helps makes people more
charitable by offering a wide variety of charitable choices
which meet objective standards.

Consequently, the CFC is a classic example of how a free
market can efficiently and capably allocate scare resources,
and it recognizes both the inherent wisdom and generosity of
individual federal employees. The CFC has established a
responsible course expanding its list of eligible recipients,
and it should be applauded by all Americans who support the
rights of each of us to support the charity of our own
choosing.

Earth Share was incorporated as the Environmental
Federation of America in 1988 by prominent national
environmental and conservation agencies to educate the public
and broaden financial support for the member agencies,
principally by obtaining access to government and corporate
employee payroll deduction fundraising campaigns, including
the CFC. The Earth Share operating name was adopted to
reinforce the concept that individuals and companies can
produce positive environmental changes by "doing their Earth
Share".
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Each of Earth Share's 43 member agencies works for the
prevention of human health problems through their efforts to
eliminate air, water, and toxic pollution; for the
preservation and conservation of fresh water, marine, and
land resources; and for the development of educational
prograns which promote a sound and balanced use of natural
resources.

All Earth Share agencies must meet stringent eligibility
criteria that are intended to assure the public that all
member crganizations hold to the highest standards of
accountability and charitable practices. Earth Share and all
its members have been granted non-profit tax-exempt
charitable organizations status under I.R.S. Section 501
(c)(3), and all are subject to strict limitations on lobbying
and are prohibited from political activities, including
endorsing candidates or political parties.

Earth Share now participates in workplace campaigns with
many corporations and governmental employers, including
seventeen state governments. Federal employees have
generously supported Earth Share and its member agencies with
gross pledges from the CFC that have ranged from $5,358,337
in 1989 to $7,449,888 in 1993.

Earth Share also sponsors a public service advertising
campaign with The Advertising Council, which is a multi-year,
electronic and print media effort to encourage individuals to
take easy-to-do action steps to help protect our environment.
The advertisements are distributed to over 11,000 media
outlets twice each year, including all television and radio
stations, newspapers, magazines, and bus shelters. The
campaign currently receives over 40,000 caller responses each
year, and during the past year has received over $20 million
in donated media, placing it third among all national public
service campaigns in terms of donated media time and
placement.

Earth Share believes federal employees should be able to
continue to contribute to environmental and conservation
charities through the Combined Federal Campaign, along with
the other charities now present in the campaign. Federal
employees have demonstrated with their donations that they
support a variety of charitable issues, including medical
research, international relief and development, and social
justice and human rights, along with the environment and
conservation.

What separates these charities from traditional health
and welfare organizations are their varied approaches to
improving our world and the different constituencies they
serve. Modern workplaces are quite diverse, and many people

3
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feel they belong to several different communities:
neighborhoods, cultures, cities, regions, countries, the
world.

The emergence of new social issues and the creation of
new charitable organizations to address these issues has
changed the face of charitable giving in the United States.
Increasingly, the traditional definition of "health and human
welfare" services is changing, and becoming more inclusive.

A study by the United Way of America shows that as
United Ways across the country attempt to meet the changing
needs of communities, they are broadening their definitions
of "health and human service," as well as allowing choices
beyond "health and human service" to other service domains,
including environmental and conservation services.

This expansion is mirrored by the increasing numbers of
governmental workplace campaigns that have broadened their
employees' giving choices to include environmental and
conservation charities, recognizing that such charities
provide crucial health and welfare services.

The health of our environment directly and substantially
impacts all aspects of human health and welfare; indeed,
health and welfare is the central concern of environmental
organizations.

An example of this impact is the problem of lead in our
communities. Deteriorating paint in many older homes and
lead-contaminated soil threaten the health of young children,
who ingest lead dust while playing. Childhood lead poisoning
was once one of the chief causes of learning disabilities,
and even death, in children in this country.

Since the 1970s, however, Earth Share's member agencies?
have worked to educate the public about the dangers of lead
poisoning. They have helped develop policies -- including the
phase-out of lead from gasoline -- that protect children from
lead poisoning today.

The problem of childhood lead poisoning is far from
solved, however. Controlling the remaining lead in the
environment remains an urgent priority. Our member agencies
continue to work to protect the health of children, and
particularly children from disadvantaged and urban areas,
whose communities are often at greater risk of exposure to
toxic pollutants.

Is it therefore more important to address the social and
developmental needs of children who have been impaired by
lead poisoning, or to research better cures for lead

4
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exposure, or to keep lead out of the environment in the first
place? Attending to the societal impact of lead poisoning
would be a traditional "health and human service", but the
environmental approach is ultimately a less expensive and
more humane approach to solving the same problem over the
long term.

Anothexr example of the impact of the environment on
public health is the problem of contaminated drinking water.
Tainted water can carry bacteria and other hazardous
contaminants, which can lead to sicknesses, some even life-
threatening in the cases of the very young and elderly.

That is why the health of our rivers and streams, which
provide the freshwater drinking supply for most Americans, is
so crucial. Earth Share's member agencies work to protect our
water resources and drinking water supplies, and help to
establish policies to safeguard our water and improve
existing protections.

A final example of the impact of the environment on
public health is the problem of chemical exposure. Earth
Share member agencies research the risk to humans of
chemicals in the air, soil and water. They have helped
demonstrate the dangers of dioxin, a poison that causes
cancer and reproductive, immune system and hormone-related
disorders.

They have identified the risks of exposure to sulfur
dioxide emissions, which cause respiratory problems in the
elderly, infants and asthma sufferers. Furthermore, Earth
Share's member agencies do not just identify problems -- they
propose solutions to reduce or eliminate exposure. They
educate the public -- including businesses, industries, and
federal, state and local officials -- about these dangers,
and remedies. They find ways to improve environmental
protections, and safeguard human health, without undermining
business and industrial competitiveness, by collaborating
with business, industry and government officials.

These are just a few examples of the ways in which the
quality of our environment directly impacts the quality of
our health. In addition, there are countless, indirect
examples of how environmental quality improves our well-
being, and our quality of life. For example, the benefits
provided to human health from our enjoyment of National
Parks, forests, farmland, wilderness areas, rivers, wildlife,
and hiking and bicycling trails may not be easy to quantify,
but are nonetheless substantial.

Our member agencies provide services to all citizens,
and even to the federal government itself. They preserve and

5
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protect water supplies, counsel community citizens' groups,
provide information and support in situations of
environmental crisis, and arrange for the acquisition and
protection of land and wildlife for use and enjoyment by all
citizens.

Earth Share member agencies organize citizens' groups to
initiate recycling programs, and help businesses maintain
environmentally sound operations. They educate the public
through publications and hands-on training sessions about how
we can make our lives better, and healthier, by protecting
our natural resources.

The public has benefitted from our member agencies'
programs and services for many years. Children are widely
protected from asbestos poisoning, and from hazardous PCB
contamination, thanks to the work of our member agencies.
Residents enjoy the National Parks, wilderness areas and open
spaces across the country because of the help of our member
agencies. The air and water that surrounds residents is
protected by federal, state and local policies that Earth
Share member agencies helped achieve through their
educational efforts.

In summary, environmental and conservation charities
provide important health and human services -- in fact, there
is little more vital to our health, not to mention our
general well-being, than a healthy environment. Federal
employees have recognized and supported the crucial health
and human services provided to the public by environmental
and conservation charities by supporting Earth Share and its
members in the CFC. Federal employees benefit from our member
agencies' work. They deserve the opportunity to continue to
show their support through the CFC for the benefits they
receive every day.
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MATN CILPERGELD,
1INGTON OFFICE CD-DIRECTCR
UMEKS UNION OF i1.8. . TN,

Consumers Union of U.S., 1Inc.,' respectfully submits this
statement and requests that it be included in the record of the
hearing held by the Subcommittee on June 7.

Consumers Union is opposed to any change in the rules of the
Combined Federal Campaign that will reduce the choices of federal
employees among the nonprofit organizations to which they can
contribute through the campaign. How ironic and how wrong it would
be for a Congress that has made personal responsibility one of its
primary themes to seize responsibility away from individual
contributors and 1limit their choices to a narrower 1list of
organizations that may be contemporarily viewed by the Congress as
"appropriate".

Ccnsumers Union provides direct services to individuals by
providing information and advice about products and services. Yet,
we are dJdeeply concerned that because we also provide information
about ecouomic and public policy issues that affect consumer
welfare, and advocate a consumer pcint of view on those issues,
changes along the lines suggested by the Chairman would affect our
eligibility to remain & part of the Combined Federal Campaign. We
currently receive about $100,000 in voluntary, individual
contributions through the campaign. The views expressed by the
Chairman indicate that, if the CFC rules were revised as he
indicates he would like them to be, our organization may well stand
to lose these contributions. And the federal employees who choose
us as a recipient of their donations would stand to lose the
opportunity to exercise their choice in the convenient way that the
CFC has established.

Employees’ choices and recipients’ rights to receive gifts
should not depend upon whether the recipients express views about
public policy, to the public or to the Congress. Implicit in the
suggestions to change the CFC rules is that there is something
wrong with advocacy. That is not so. The expression of views

! Consumers Union is a nonprofit [Section 501(c) (3)] membership
organization chartered in 1936 under the laws of the State of New
York to provide consumers with information, education and counsel
about goods, services, health, and personal finance; and to
initiate and cooperate with individual and group efforts to
maintain and enhance the quality of life for consumers. Consumers
Union’s income is solely derived from the sale of Consumer Reports,
its other publications and from noncommercial contributions, grants
and fees. In addition to reports on Consumers Union’s own product
testing, Congumer Reports with approximately 5 million paid
circulation, regularly, carries articles on health, product safety,
marketplace economics and legislative, judicial and regulatory
actions which affect consumer welfare. Consumers Union’s
publications carry no advertising and receive no commercial
support .
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about public policy is so cherished a public value that in the
United States it is written into our Constitution, which guarantees
both the freedom of expression and the right to petition the
government for the redress of grievances.

In fact, many "conventional" charities express their views
about public policy, because they see both their own direct
asgistance and public policy as appropriate, complementary ways of
dealing with the human problems that it is their organizational
purpose to reduce. Or, in some cases they may see public policy as
adding to these problems. We see no way that distinctions among
currently eligible organizations can be drawn between service and
advocacy organizations that would be both meaningful and fair.

Nor would society benefit from forcing organizations to choose
between service provision and expression as a result of new CFC
eligibility rules. Feeding the hungry, to take a most basic
example of conventional charity, is a most worthy organizational
activity. But worthy also is activity that educates the citizenry
about hunger, that seeks policies to remove the root causes of
hunger, and that educates those who live at the economic margins as
to how they can stretch their food dollars to get the best possible
nutrition. A federal employee who is concerned about alleviating
hunger and who wishes to make a contribution through CFC to help do
so should have the choice to contribute to an organization that
does any one or any combination of these activities. We can
discern no valid public policy reasons why the educational or
advocacy activities of some organizations that participate in the
CFC should disqualify them and thereby reduce that federal
employee’s choice.

If the Congress truly believes in personal responsibility, it
will permit federal employees to make these choices. It will not
remove organizations from the CFC based on the particular forms in
which they perform their work. And it will not do so, as it is
constitutionally forbidden to do, based on the content of the
organizations’ views about solutions to the conditions to which
they address their work. {See Cornelius v. NAACP Legal Defense
Fund, 473 U.S. 788, 811 (1987).

We commend the Chairman for holding hearings to air the views

on all sides of this issue. We believe that the hearings have
demonstrated the wisdom of the current rules regarding
participation in the Combined Federal Campaign. We urge the

Subcommittee to leave stand the current CFC eligibility rules. We
also urge the Congress not to change the Hoyer-Hatfield provisions
of law, signed by President Reagan in 1986, which assure that the
Office of Personnel Management does not allow its political views
of the moment to interfere with federal employees’ rights to choose
the organizations to which they give through the Combined Federal
Campaign.
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ALLIANCE FOR JUSTICE

Thank you for the opportunity to submit written testimony 1o the Civil Service
Subcommittee on the issue of reforming the Combined Fedoral Campaign. The
Alliance for Justice, a S01(c)(3) charitable organization, works 10 advancc the cause of
justice. to strengthen the ability of public intercst orgunizations to influence pablic
policy, and to foster the next generation of advocates, Alliance for Justice members
are oivil rights, environmental, and consumor legal organizations based around the
country. The Alliance as well as a number of its member organizations participate in
the CFC on the Jocal and national level.

For over ten years the Alliance for Justice has worked with the nonprofit
community to insure that federal workers are provided a broad runge of charitics
which they may support through the Combined Federal Campaign. In 1984 the
Alliance released a report criticizing the eligibility standards and application and
appeal process then in place, and, in collaboration with other nonprofits, led coalition
efforts to institute neutral eligibility criteria and a fair application process. The
Alliance opposes efforts 1o resurict padicipation in the Combined Federal Campaign.

During the June 7, 1995 hearing before the Louse Civil Service Subcommittee,
the Subcommittee Chairman suggested three means for revising the CFC: instituting a
reporting process for amounts donated to individual charities; establishing a "user fee”
for participating charitics; and imposing narrow eligihility criteria to climinate
advocacy gioups. While the Alliance does not object to a system tracking donations to
groups participating in the CFC, such a system should not burden nonprofits or donors

with reporting requircments.  Tmposition of & user fee is morc problematic.
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Prohibitive fees would preclude a number of groups from participating in the CIC.
Additionally, requiring a charity 10 pay a user fee means draining funds from an
organization's primary purpose - its charitable activity.

The Alliance in most concernad about the third prapncal, changing eligibility
critcria. In the Chalrman’s statements and in remarks and wiilteu testimony of a
number of witnesses, attempts have been made to distinguish between "advocacy
groups" and "traditional” charities. This is a distinction without merit. Advocacy is
pant of the work of all charities. Charitable organizations play a vital role in the
development and implementation of public policy. Groups that feed the hungty and
housc the homeless have experience and views that are of great value to policy
makers; advocating on behall of the constituencies they serve is an integral part of
charitable activity.

Efforts to prohibit groups that advocate from participating in the CFC set up a
false dichotomy and do a disservice to the charitable community. Who is to say that
sceuring a consent decree Lo insure that poor children arc teated for the level of lead in
their blood or obtaining a court order to protect a bauered woman is any less worthy
ur charitablc than opcrating a soup Kitchen or housing refugees?

Statements which characterize advocacy groups as political are also inaccurate.
In 1954 lungusge was addcd to the 1934 Revenue Act prohibiting public charitics from
intcrvening in clections and supporting candidates for office. A 1987 amendment to
the legislation provided that opposition to candidales is also prohibited. Using the

term politicul to depict charitics merely injects a loaded term into discussion, silencing
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charities and foundations who fear their efforts will be misundersiood and mislabeled.

Finally, and most importantly, federal workers have demonsirated their
appioval of an open Combined Federal Campaign and they sheuld not be deprived of
the ability to give to the charity of their chnice. Indeed, at the hearing on the CFC
represcntatives from the Officc of Personnel Managemunt (estilied that per capita
contributions have gonc up over the years since the CFC was opened 10 include proups
that advocate. OPM receives few, if any, complaints about the CI°C.

Clearly, the open campaign, providing employees with rcal choice in charitable
giving, hns been a success. Rather than increasing burcaucracy and government
control of the CFC, Congress should take steps to encourage voluntary giving. Placing
edditional restrictions on participation in the Combined Federal Campaign will not

further this goal.
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June 20, 1995
The Honorable John L. Mica
Chairman
Civil Service Subcommittee
U.S. House of Representatives
B-371C Raybumn House Office Building
Washington, DC 20515

RE: Comments of Trout Unlimited (TU) for the Civil Service Subcommittee
Hearing on the Combined Federal Campaign (CFC), held June 7, 1995.

Dear Chairman Mica:

Trout Unlirited requests that the following comments be made part of the hearing
record on the above-referenced hearing.

TU is the nation’s leading coldwater fisheries conservation organization with over
75,000 members in 450 chapters across the country. TU is dedicated to the conservation,
restoration, and protection of the nation’s coldwater fisheries and their watersheds. At
the local grassroots level, TU chapters all across the country engage in a variety of stream
and watershed restoration and protection projects, which in turn have great public health
value by providing cleaner water and healthier aquatic habitat for a variety of activities
including fishing, swimming, hunting, and boating.

TU is opposed to your proposed changes to the Combined Federal Campaign
(CFC) which would limit participation by certain non-profit organizations. The CFC is
not “broken” and does not need to be “fixed.” Our objections to your proposal are
threefold: 1) CFC is cost-effective; 2) human health and public welfare is well-served by
TU and others benefiting from the CFC; and 3) although we do some conservation
advocacy, we are not an advocacy group.

1. Administration Of The CFC Is Cost-Effective

The CFC is a mechanism for government employees to make on-the-job, payroll
deduction gifts to private charities without disruption of the workplace. By reducing
many separate solicitations to one campaign, the CFC has created a beneficial
infrastructure for workplace giving. Organizations admitted to the CFC must meet strict
accountability standards, such as having an annua! audit and keeping fund raising and
administrative costs below 25%.

One of your objections to the CFC is that it is a “mushrooming taxpayer-financed grab
bag.” What you fail to acknowledge is the Office of Personnel Management has stated

Trout Unlimited: America’s Leading Cold) Fisheries Conservation Organization
Washington, D.C. Headquarters: 1500 Wilson Boulevard, Suite 310, Artington, VA 22209-2310
(703) 522-0200 « FAX: (703) 284-9400 » CompuServe: 70534,3234 s America Online: TroutU@aol.com
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that the cost of running the CFC campaign is the same for many charities or a few. Any’
additional costs are paid for by the charities themseives.

In an era of reduced government speading. it falls zpon the non-profit sector and the
public to work together to fix the problems that government has not addressed or is
unable to address. To do this, the non-profil sector nceds the continued financial support
of government employees through ttic CFC. Since the CFC began admitting additional
charities in 1980, workplace giving has increased dramatically. From 1979 through 1993,
as giving options continued to increase, giving by federal employees rose 137%, from $83
million to $197 million. There was also a per person increase in giving from $30.50 in
1979 to $97.04 in 1993, up by 226%.

Throwing charities out of the CFC would result in a decline in employee giving, at the
same time government spending for a variety of programs is being reduced by the
government. A private sector study by Yale University confirmed that employee morale
and giving increased when workplace charitable drives were opened up to more charities.
Private sector employee surveys show that 70% want expanded giving choices. Federal
employees want the same.

I1. Human Health And Public Welfare Are Well Served By the CFC and TU.

In your letier addressed to the Honorable James B. King, Director of the U.S. Office of
Personnel Management, dated February 23, 1995, you singled out Trout Unlimited as an
organization that does not provide direct benefits to human health and welfare.

This is an erroneous statement. Nothing is more critical to human health and welfare than
clean water, and plenty of it. The old saying “We All Live Downstream” is of particular
interest in this debate, because we all do indeed “Live Downstream” of someone else, and
while efforts to provide clean water and healthy habitat for trout and salmon benefit
anglers and fish alike, other wildlife species and mankind benefit greatly as well.

TU chapters engage in projects that eliminate or reduce pollutants such as sediments,
nutrients such as phosphorous and nitrogen, and other chemicals, such as pesticides and
herbicides.. TU chapters have worked for years to reduce and eliminate polluted runoff
flowing into the nation’s rivers, lakes, and streams. Polluted runoff has had fatal effects
in this country. In 1993 in Milwaukee, Wisconsin, 104 people died when they were
subjected to Cryptosporidium in their drinking water, a protozoan that flourishes in
polluted water. TU chapters have worked for years to reduce agricultural poltuted runoff
and to relocate livesiock or fence them away from sensitive watershed areas. All of these
projects are done cooperatively with landowners and state and federal natural resource
management agencies.

For example, this year TU spent over $121,727 on direct grants as part of our Embrace-
A-Stream program, to TU chapters for local stream restoration projects across the
country. A project-by-project listing is attached. Recent projects that have been funded
by TU include the following:
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e In Montana, TU is leading the Big Blackfoot River watershed restoration project.
This project will reduce and in some areas eliminate harmful polluted runoff that
would otherwise degrade this famous river, which author Norman Mclean wrote
about in his novella A River Runs Through It.

e InNew York, TU has undertaken an extensive effort to evaluate the factors causing
degradation of the Beaverkill and Willowemoc, two famous trout rivers that are
considered collectively to be “The cradle of American fly fishing.” This evaluation
will allow TU to undertake efforts 10 clean up and restore the river, improving it for
fish and humaans alike.

o In Arizona, TU is leading the effort to restore the federally-listed threatened Apache
trout. Working with private landowners, state and federal agencies, and local
businesses, TU has reduced polluted runoff and restored riparian areas on the West
Fork of the Black River on the Apache-Sitgreaves National Forest, thus improving
water quality and habitat for this species and humans.

TU chapters also do numerous conservation education projects that help children. An
excellent example of this is the annual TU/4-H Fisheries & Fishing Camp put on every
summer by the Northern Virginia Chapter of Trout Unlimited and the Northern Virginia
4-H Educational Center. Each year, children from around the state attend this weekend
camp and are educated about the aquatic environment and are schouled in a variety of
useful outdoor and fishing skills. Many of these children, recruited by county extension
offices, are considered “youth at risk™ because of unwholesome conditions at home and in
their cornmunity. Fishing and related skills are taught as a wholesome and fun
alternative to drug use. This clearly is another example of how TU benefits human health
and public welfare.

HI. TU Is Not An Advocacy Group

Your proposal would eliminate most charities from the CFC because they are “advocacy™
groups. This is unnecessary because Internal Revenue Service (IRS) regulations already
restrict so-called “advocacy” groups. All charities must be (1) IRS approved; (2) cannot
engage in partisan political activity; (3) are restricted from using more than a sum portion
(approximately 15%) of their receipts for lobbying activities; and (4) must keep fund
raising costs below 25% of collections

TU does engage in some advocacy activities, but our expenditures on these activities
constitute only a small portion of our overall expenses, well within IRS requirements.
Further, our stream and salmonid restoration efforts would be undercut if we did not
participate in federal and state government decision-making processes - processes that
can have potentially huge impacts (positive or negative) on trout, salmon, their
watersheds, and the people that utilize these resources for commercial and recreaticnal
benefit. To be true to our mission, participation (albeit limited) in government decision-
making processes is essential.
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Attached to this letter is documentation which further illustrates our stream and
river restoration and conservation education work. We appreciate the opportunity to
submit comments on this important issue.

Sincerely,
Vir YT
Steven N. Moyer Neal D. Emerald
Director of Government Affairs Legislative Assistant

cc: Members of the House Civil Service Subcommittee
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on Montana's Big Blackfoot River

27 years ago.
“We fished many different riversin those
days.” recalls Roos. “We took clients to
the big name water, the Madison, the
Big Hole and so forth, but somehow we
always ended up back on the Blackfoot
Nothing could beat it for just plain
beauty and solitude. By the early ‘803,
though, the river had begun to change.
The fish just weren't there. It was no
longer a place we could take customers
who had come to Montana to fish. It's
still my river. But now, instead of taking
from it, the time has come to give some-
thing back.”

Betty duPont is a retired Blackfoot
Valley rancher and fly fishing enthusi-
ast: “Te gradually dawned on some of
us—the fishing just didn't seem to be
what it once was in the river. Lots of
people I knew whowere very fine hisher-
men would come back day after day
barely having seen a fish. At first, when
we contacted the Department of Fish,
Wildlife and Parks, [ think they prob-
ably thought we were just a bunch of
people who didn’t know how to catch a
fish. When they finished thac first study,
they realized they had a hell of a prob-
lem on their hands.”

Munroe McNulty, a retired contrac-
tor from Hllinoia was one of those fisher-
men Betty duPont was talking about.
McNulty has been fishing the Big
Blackfoot for the last 33 years. For him,
lack of fish in the river was a problem 1o
be solved. like a tough consruction job.

“T don't think it's an exaggeration lo
say | know pretty much every rock in
that river over a good portion of it,” says
McNulgy. “T'm 2 pretty good fly fisher-
man, but  was also a typical fisherman.
I didn’t understand how a stream was
supposed to work. I didn’t know why
fish chose one place over another. [
didn’t know the mechanics of a healthy
stream. | think that's the way it was for
most people with the Blackfool. Itisn't
that way now.”

S dreaiiining

The Big Blackfoot River flows roughly
130 miles from its headwaters on the
Continental Divide in Monmna to its
confluence with the Clark Fork River
near Missoula. Native Americans called
it "The River on the Road to the Buf-

D aul Roos began guiding fishermen

ER o
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The real life hrout siveam that
flows across Me pages of
Norman Maclean's fictional §
Biver Runs Through it isin
rouble. An ambitigus Trout
Uniimited restoration project
seekts fo revive e glery.

Blo.” They were the primary users of
the valley untl the 1860s, when pros-
pectors discovered gold. Casuat obser
vation from the window of a vehicle
auising Montana Highway 200 through
the Blackfoot valley betrays no sign of
those Jong gone Native residents, but
there is plenty to suggest the heavyhand
of man since.

Qlearcuts and mining scars are scat-
tered like acne across the face of the
mountains. FouHooking mine waste,
gathered in setiling ponds, laps against
the highway in some places. Where the
valleywidens out, ranches big and small
dot the landscape. Away from the main
highway, retirement and recreation
homes are beginning to appear, along
with the essential television satellite
dishes, tagged by some as “Montana's
new state flower.” Much of this might
escape the notice of one unfamiliar
with the Blackfoot Afterall, the valleyis
stilla place of breathtaking beauty. When
the road comes close to the river, it is
impousible not t imagine large, dark
trout sliding among the rocks in those
shadowy waters.

Easy to imagine, but hard 1o find.

This is the same isolated, troutfilled
Blackfoot River that flows across the
pages of Norman Maclean's novella, A
River Runs Through It (1976). The river
weaves through the lives of the charac-
ters in Maclean’s wonderful story of
family love and tragedy as it has done
over the years with the lives of coundess
peoplewho have fished its waters, grazed
caule along the banks, mined the ore
deposits, or logged the hillsides. It came:
asno surprise to many of these people—-
such as Paul Roos, Betty duPont and
Mun McNuloy—when it wasannounced
thatthe river that movie goers will see in
Robert Redford s film version of A River
Runs Through It will not be the Blackfoot

The Big Blackfoot River is in trouble
‘but fortunatefy has found a few friends.

For years, in fact, the Nature Conser-
vancy has been quiety collecting con-
servation easements along much of the
Blackfoot that remains ped.
The Conservancy had worked with state
and federal agencies to develop plans
for public access and use on much of
the corridar created by casement devel
opment. These were and are laudable
efforts, necessary in any overall river
management plan. Meanwhile, though,
the fishery declined.

Some say it was plans for a new min-
ing project that finally brought this
group r. Some say it was worries
ahout the effects logging was having on
the drainage. Still others contend itwas
the fishing, plain and simple. Some-
thing was very wrong with the fishing in
the Blackfoot Whatever the individual

group peof
up for a2 meeting on the night of No-
vember 12, 1987 in the tny town of
Lincoln, Montana. The Big Blackfoot
Chapter of Trout Unlimited (BBCTU)
was formed that night.

ver-Hiaed, ver-Looked

Becky Garland runs a store in Lin-
coln, the center of commerce and in-
dustry for the Blackfoot Valiey. She lives
in the house in which she grew up,
tucked right in behind her store, lo-
cated on Lincoln’s main thoroughfare,
Highway 200. Garland, who is the cur-
rent president of the BBCTU, was not
an angler at the time, but she was wor-
ried enough about the river togo to the
meeting.

“Sure, for some it was the mine,”
explains Garland. “There were lats of
things that brought people to the meet-
ing. But what it amounted to was that
we all thought this river and this valley
were in trouble. And we needed some
way to get the agencies and companies
out there to take our concerns seri-
ously. The health of that river, you see, is
the key 10 our economic future here. A
mining boom will pump some money
in, I kntow that, and it will pump some
people in, too. When they pack up and
leave, it will just be us. the mess the
mining company leaves behind, and
what's left of the river. Anyway, Daryl
Parker suggested that Trout Unlimited
was a good alternative "
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‘The problems that brought 44 people
toameeting int Lincoln did not cropup
aovernight,

The fiest mining hoom occurred in
the 1860sand mining activity hasebbed
and flowed in the vailey ever since. Sev
ecal p ial large mining operati
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contributed to the state of the river by
the aurumn of 1987.

What it all amounted to, Garland
told a loral reporter recently, was that
the Biackfoot “has been over-mined,
overcut, overfished, over-recreated and

ey

are in various planning and permitting
stages right now. Meanwhile, aban-
doned mines and settling ponds con-
tinue to drip acid waste and toxic heavy
metals into the Blackfoot watershed. In
1975, a major failuse: of a seuling pond
at the Mike Horse mine in the headwa-
ters poured its conlents into the river,
and those heavy metals continue to mi-
grate downstream each year, effectively
eliminating any fishervleftin their path
Logging has been « constant element
1n the economic life of the valley with ils
vast tracts of private umberland, now
mostly logged off. The timber indusiry
is lobbying hard t get access to the
umber left on public lands. Ranching
activity started in the valley about the
same time as mining. It, 100, hasbeen a
key economic activity and had done its
share of damage to the valley.

And ever since the first miner took a
rare day off to see if he couldn’t entice
one of those fat cutthroat trout with a
hunk of bacon rind, the Blackfoot has
been used by those who lived along itas
a balm fur the aches and pains of daily
existence, By the early 19805, recre
ational use of the Blackfoot, especially
on the lower 20 miles near Missoula,
was very high. Each of these factors had

Overgyziag 3 domesfic vestach [Wbeve] bas cavsed
‘paaming fribetaries 1v defertorat, Excess netrents
sttty digal grouth {minle] a the Mackfnet.
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Trout Unlimited was an unlikely mix-
ture of folks, many of whom “did not
know one end of a fishing rod from
another when this all started,” accord-
ing 1o RettyduPoni. The group inctuded
abuilding contractor, two fishing guides,
a couple of cattle ranchers, a horse
logger. a storekeeper. a college profes-
sor, guest ranch operators, a profes
sional forester or two, and many more.
They didn'1 waste tme in getting down
to business.

People were concerned abour the
fishery,and whatadecline in the fishery
said about the overall health of the
Blackfoot One guest at the organiza-
donal meeting was Dennis Workman,
Regional Fisheries Manager for the
Montana Department of Fish, Wildlife

Rears fr Troet

At that first meeting the group de-
cided to find ways to short-cut the pro-
cess of collecting baseline data,
including comung up with the neces-
saryfunding and manpower. The group
also determined that night w take an
actve role. watchdogging the permit
application process for the proposed
Sunshine Mine a few mill
from Lincoln.

They accomplished that and more.
By the third meeting, in January 1988,
the chapter had extracted a proposal
from Workman detailing baseline work
needed 1o jusufy changes in existing
regulations. Workman told them the
work would cost about $13,000. Okay,
responded the group. and what do we
need to do once that’s done?

To gel that first $18,000, members of
the new TU chapter determined todo a
onetime-only fund raising letter, tap-
ping old friends, customers. business
associates, anyone they could think of.
Roos and another local outfiter, Mark

and Parks (MDFWP). The group guilled
Workman on the availability of fisheries
data from the Blackfoot I1 was skympy.
They wondered about making regula-
uons more restrictive on the river. Not
without data, Workman told them. The
problem: no money available for the
necessary studies. The MDFWP had
their muney and manpower ded up
elsewhere. Workman explained thatthe
Blackfoor was not atop the pricrity list
for fisheries work in the region.

Jones, g ty allowed the chapter to
use their client lists. Operators of an old
line area dude ranch did the same.
Within two months, the chapter raised
$16,000.

“Even: before we were sure we had
enough money, we started looking to
the next phase. We wanted the agency
to know we were serious,” duPont re-
calls.

From the start, BBCTU assumed that
fishery studies would show something

The 1475 ropfare of 2 35 heldng by 2 mise wasie
seifing pond i fbe hemhmiers (uhave] soul i sig
o exic edvy melas dpumsinean:
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was wrong in the river. With that in
mind, they began searching for ways w0
find funding 1o fix problems as they
were identified. Before long, the group
had set up committees to deal with a
variety of issues, including mining,
ranching, fisheries. and of course, fund-

raising.

Meanwhile, when itbecame clear that
BBCTU meant business, Workman re-
assigned veteran biologist Don Peters
to the Blackfoot River. The oneyear
fisheries study had now become a fives
year plan involving the main river and
sclected tributaries. And after that first
year, study results showed that the
BBCTU concerns about the river were
well founded. Peters’ first report was
summarized this way:

“Resules from the 1988 study concur
with the concernsanglers were cxpress
ing about the river's trout fishing—the
Blackfoot River fishery, indecd, appears
to be at a level well below its potendal.”

Peters concluded from the study that
there was great variation in habitat, fish
population and the specific nature of
problems 10 be sobved in cach section
of the river. Wild rout populations were
Iower than expected in all sections. Es-
pecially alarming, Peters concJuded that
the native species, cutthroat and bull
rout, were in serious trouble.

“Once we estabiished that there was
a problem,” recalls the biologist, “it was
dme to figure oul what to do about it
There was enough information to jus-
tify some special regulations, and those
were applied, but there was lois more o
it than that. The interesting thing about
BBCTU is that once we identify a spe-
cific problem for them, they are already
out there oying to tackle a solution.
‘The whole group has educated them-
selves on the issues. Sometimes Lhey
know more about what's going on than
we do.”

Peters makes no attempt to disguise
his enthusiastic admiration for the TU
volunteers and the things they have
accomplished.

g Mhe Triwtaries

In general, according to Peters, the
problems on the Blackfoot could be
traced to economic activities in the area.
mining, forestry and agriculture, along
with natural factors such as drought
and wildfire. Trout reproducdon was

Il ot
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What we did right away
was focus o man-
caused problems. . .
e thought that if man
could cavse the damage.
man should be able
lofixit.

not good because habiiat in crucial
spawning uibutaries had been

or disturbed by one or more of those
activities,

To address one of those problems,
and provide data necessary to the over-
all project, BBCTU soon joined forces
with Mun McNulty and his friends in
the Qakbrook, Dlinois Chapter of TU
to fund a comprehensive water quality
study of the Blackfoot The results of
that study helped 10 identify specific
sites in need of immediate auention
and added to the growing body of infor-
mation on the resources of the Biackfool
drainage being collected in partatleast,
due to the efforts of BBCTU

Ron Pierce is a fisheries biologist who
joined with Peters on the Blackfoot work
in 1990:

“Most of what we see in the busin is
fixable. All wrout speciesin the Blackfoot
rely on tribumries for spawning and
rearing. To improve river rout popula-
tdons, we need to improve tributary habi-

For the most part that seems to be
aue.”

Peters and fellow biologis Pierce de-
veloped a “wish list” of potential projects
to enhance the fishery. These projects
are focused on spawning tributaries;
they range from such seemingly insig-
nificant items as geuing the right kind
of bridges or culveru installed, to com-
plicated sream channel improvement
projects. Siowly but surely, as funding
becomes available, work has begun on
these projects

Results have been encouraging. Fish
passage work and habitat improvement
have already resulted in greater spawn-
ing success in some key areas. Spring
creek enhancement projects, underway
and completed, promise to provide
more spawning habitat. One startling
result an 800 percent increase in witd
rasnbow and brown trout spawning at
one location. Another benefit of spring
creek restoradon may be the decrease
in thermal pollution of the mainstem.

All of these things are exciting, espe-
cially for professonals Peters and Pierce,
who know how difficult it is 10 effect
change.

“These TU people aren 't fazed by the
difficulty of a problem. They sit down
and get 1o work on it,” Peters remarks.

T Larger Trast

The chapter has not focused solely
on the fishery. The legacy of more than
100 years of mining is never far from
the minds of most in the valley, and the

tat That can be done with improved
riparian management and stream res-
toration with attention to fish passage
and caver.”

Jim Masar is an attorney in Missoula,
Montana. In his salad days, he wrangled
at a ranch on the Blackfoot River and
later he served as County Attorney for
Powell County which includes a big
chunk of the Blackfoot Ifis connec-
tions to the river are swong. By the
second or third meeting, he had signed
on as a board member for BBCTU. He
now acts as treasurer. Like the other
Jobs in this chapter, treasurer is not a
figurehead dde.

“What we did right away was decide
that we would focuson man-caused prob-
lems where we could,” says Masar. "We
thought that if man could cause the
damage, man should be abie w fix it.

problem of drainage from d
mines in the Blackfoot headwaters de-
manded auention. Members of BBCTU
set out to find a way to clean up those
sites, and managed to identify a source
for funding the job. Funding in the
amount of $400,000 was eventually se-
cured and plans were drawn up for the
clearrup. Ultimately, the effort failed
due to burcaucratic bungling at the
Montana Department of State Lands.
The money for the project was with-
drawn. Undaunted, the chapter contin-
ues to push for those reclamation
projects to be tackled.

Planned mining activity remains a
spectre on the horizon. The Sunshine
Mine, which was embroiled in the per-
mitting process when Trout Unlimited
was formed locally, has not been heard
from much lately, the process appar-
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ently in suspended animadon until eco-
nomic factors are more favorable to
proceed with development. A new,
larger and potentially more damaging
proposal is now in the works a few miles
upstream from Lincoln. Called the TUP
Pete Joint Venture, with Phelps-Dodge
as the managing partner, the proposed
mine situated on mostly state and pri-
vate land could nearty double the popu-
lation of Lincoln if it goes through.
Plans and details remain sketchy, but
nearly everyone involved in the effort
10 get the Blackfoot back on its feet
views it as the biggest threat (o the river.
Biologiat Pierce is blunc

“With money, creative thinking and
cooperation, we can deal with most of
the problems on the Blackfoot. Mining,
on the other hand, represents the most
insidious long-term threat to the river.”
Bruce Farling is Conscrvation Direc-
tor for an influential environmental
group called the Clark Fork-Pend
Oreille Coalition. Part of Farling's beat
isthe Blackfoot River. He waicheswhat's
happening to the river with concern.
“Right now," says Farling “the mine is
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without a doubt the biggest threac. The
mining law doesn’t have enough teeth
in it to do anything and the industry
does not have a record that instills con-
fidence. If you are going  use the
cyanide leach method, chances are you
are going to have leaks. That's just the
way it is. And when that mine is gone,
you're gonna have a hell of a mess up
there, and a bunch of empty aparn-
ments and trailer houses in Lincoln.”

Al by

Betty duPont laughs when she talks
about all of the acuvities in which the
chapter is involved.

1 Troat Paimifed-fonded sty of e Bachfost
Teveaied popuiiives of o et wed o
e patesiial in ol ceaches of e rivy.

i the Blackfoot wate:
[ ber companies, ranchers and mining
E companies—were invited to discuss

“You know,” she says “we never have
had a fly tying demonstration at one of
our meetngs. There is just 100 much
stuff to be done. We have bitten off a
greatdeal more than we ever expected.”

Although they have varied interests
and different motivations for their in-
volvement, every active member of the
Big Blackfoot Chapter of Trout Unlim-
ited repeats the same litasny. They siress
the fact that they want Lo get everyone
involved—ranchers, miners, loggers,
and recreationists—in an effort to come
to some consensus about the need to
protect the river. The chapter spon-
sored a symposium in the aurumn of

oo Lawagncs € b
1991 ar which all the major players in
rshed—agencies, Gm-

their activities and plans for the drain-
age. That was followed in June 1992
with the first meeting of an asyet-infor-
mal group with a working name of the
Blackfoot River Conservation Coordi
nating Council. In addition to repre-
sentatives of 11 different government
agencies, there were ranchers, miners,
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and representatives of other conserva-
don groups.

Although the jury is will out oo the
success of these efforts, duPont is opt-
mistic about the future.

“I think we have sarted o make a
small dentin alarge problem,” she says
“We're doing stream restoration work.
We've created an awareness of the prob-
Jems. We have the general pubtic uned
in to the idea that preserving natural
values is in everybody's interest in the
lorig run. Now if we can get another
couple of the old line ranchers on board,
we can Teally make some progress.”

Jim Masar agrees.

91100 Irou i e ackvel iver depend s
ribetaries i imulng and rearg: feacing  restor
Dl riprion vegetaton Bl by

[

188

If it is pessible
for a river to be
luchiy, then the
Blackfoot River
is huthy. IY's
lucky these
people came
dlong.

Ecos of gloey dows past: 1 g Bacifont of
Lafran Cronk. 90 Msstatl, 3 intvms splendes.

*Until we came along, nobody had
really expressed an interest in taking a
leadership role in the Blackfoot valley,”
he poinis ouL “We have done (hat, and
[ think we are having some influence.”

Farling swns it up this way: “If it is
paossibie {or a river o be fucky, then the
Blackfoot River is lucky. It's lucky these
people came along 1o give it a hand
What the Biackfoot River does notneed,
asaresult of all the avention it seems to
be gewing, is a bunch more people
coming 1o visit, float and fish it What
the river needs s more people like Trout
Unlimited, willing to doeverything they
possibly can (o save it.”

Fisk passage ond habial restwation e bave
reaty resatied in 00 B08-porcenl iCresse i e
Ad [0boum o spiumming I his spring creek
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Trout Unlimited Lines to Leader

1995

Embrace-A-Stream

Winners

Project Descriptions Compiled
by Christine Arena and Kate Costenbader

Contributions from TU members, corporations, and foundations fund

Embrace-A-Stream (EAS), which annually awards grants to TU-led stream restoration, research, and education
projects. In 1995, Embrace-A-Stream will award 26 grams totaling $121,727 for projects located in 25 states.
Five projects will be eligible for $15,000 in matching funds through the following fisheries programs sponsored
by the National Fish and Wildlife Foundation: Bring Back the Natives, Fisheries Across America, and Ecosys-
tem Restoration. Winning projects are listed alphabetically by state.

Old Pueblo Chapter (AZ) —- Continuing an effort
that began in 1992 to restore threatened native Apache
trout in Arizona’s West Fork of the Black River, the
Old Pueblo Chapier will use $10,000 to build a pri-
mary fish barrier on the West. Fork, construct 30
instream habitat improvement structures and put up ri-
parian fencing. This EAS/Bring Back the Natives
project takes a comprehensive watershed approach in
restoring a blue ribbon fishery in cooperation with the
U.S. Forest Service, Arizona Department of Fish and
Game, the U.S. Fish and Wildlife Service, and the Na-
tional Fish and Wildlife Foundation.

Arkansas Chapter/Arkansas Council— A $5,000
grant will help the Arkansas Chapter and Council in its
ongoing efforts 1o restore the Beaver tailwater, which
comprises the middie section of the White River, to a
quality coldwater fishery. The Beaver tailwater fish-
ery has the potential to sustain increased populations
of rainbow, brown and cutthroat trout. By eliminating
bank erosion, re-channelizing the river to its original
configuration, restoring holding pools and riffle wa-
ters, and providing cover for trout habitat, TUers will
return the river to its previous condition before a flood
nearly destroyed the fishery five years ago.

Gunnison Gorge Anglers Chapter (CO) — To re-
store and enhance native riparian vegetation to the
shoreline area of Rowdy Reservoir, located in the
Cimarron River drainage, the Gunnison Gorge Anglers
Chapter will use a $500 EAS grant to construct a fence
of lodgepole pine to enclose 10 acres surrounding

Rowdy Reservoir. Willow cuttings and seeding with
native riparian and wetland vegetation will stabilize the
shoreline, provide shade to the rainbow trout inhabit-
ing the lake, and reduce erosion and nutrient loading
impacts resulting from current grazing practices.

Georgia Foothills Chapter (GA) — An EAS grant
of 3600 will support the Georgia Foothills Chapter’s
efforts 10 construct an outdoor learning center along
the Soque River. The construction of a 0.6 mile loop
trail, creating an “outdoor classroom,” is one aspect of
a three-part approach to outdoor education. The facil-
ity will promote hands-on leaming of ecosystem man-
agement principles. The EAS funds will enable Geor-
gia Foothills to acquire aquariums to educate the pub-
lic about healthy watersheds and fish populations.

South Carolina and Georgia Councils (GA) — A
$10,000 EAS research grant will support the South
Carolina and Georgia Councils in their investigation
of critical habitats on the Chattooga River, a regionally
important trout streamn in the Southern Appalachians.
In a partnership with the U.S. Forest Service, the TU
councils will use visual implant tags and electronic
transmitters to monitor fish movement and will com-
pile and analyze the data using state-of-the-art com-
puter technology. The data will provide fisheries man-
agers with information regarding seasonal movements
and spawning habitats of the Chattooga’s brown trout.
In recognition of the Chattooga’s recreational and bio-
logical importance. Duke Power Company has recently
awarded funding support to the investigation.
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Idaho Panhandle Chapter (ID) — Using a $5,000
EAS grant, the Idaho Panhandle Chapter will work with
the U.S. Forest Service to restore critical habitat for
bull char and westslope cutthroat trout, both federally
listed as sensitive species, on the Grouse Creek in north-
em Idaho. Idaho Panhandle TUers will place wood in
stream beds and banks in order to restore Grouse Creek
to its original configuration. The project will teach lo-
cal students in riparian and stream rehabilitation tech-
niques.

Illinois Council— To address the use of gill nets in
the Great Lakes, the Illinois Council will use $4,000 of
EAS funding for publications for a symposium on this
topic, scheduled for December 4-5, 1995. Gill nets are
the primary traditional tool of Great Lakes commercial
fishermen. Trout Unlimited, Great Lakes United, the
American Fisheries Society and the A bly of First

1995 Embrace-A-Stream Winners

Maine Council— Through educational programs,
bank stabilization, run-off diversion, and pasture fenc-
ing, the Maine Council hopes to develop and increase
community involvement and awareness of water qual-
ity and fisheries issues on the Sheepscot River, which
is one of seven rivers in the United States that boasts a
native, sea-run Atlantic salmon population. Part of this
community process has been to secure the support of
local landowners.

The U.S. Fish and Wildlife Service, the Natural Re-
sources Conservation Service, the Maine Department
of Inland Fisheries and Wildlife, and the Maine De-
partment of Marine Resources, along with the $2,100
EAS grant, will assist the Maine Council in stabilizing
riparian zones and developing educational activities
with local schools.

Hacklebarney Chapter (NJ)-— The Hacklebamey

Nations, as well as several other organizations and gov-
emment agency groups, will sponsor the symposium,
which will provide information and recommendations
on gill net use and guide policymakers in analyzing the
future use of gill nets and their impacts on the conser-
vation and management of the Great Lakes’ diverse
coldwater resources, including native lake trout and
native coaster brook trout.

linois Council— In an effort to restore declining
populations of native "coaster” brook trout in Lake Su-
perior, TU’s Illinois Council will participate in a ge-
netic characterization study. The U.S. Fish and Wild-
life Service's Fishery Resources Office, based in
Ashland, Wisconsin, will coordinate the study as part
of its overall plans to develop a lake-wide restoration
plan for coasters.

An EAS research grant of $7,000 will help attain
the genetic information necessary to making informed
decisions about protecting extant remnant populations
of coasters and rebuilding populations. Using exten-
sive DNA analysis, the study will ideatify individual
coaster populations and determine the range of genetic
variability within and among them.

The Iilinois Council anticipates that the study will
be an important step toward identifying specific op-
portunities for Trout Unlimited volunteers to become
involved in on-the-ground restoration and public edu-
cation activities to conserve, protect, and restore this
important native fish.

Chapter will use its $2,500 EAS grant to restore a one-
quarter rile stretch of the Rockaway River. Restonng
native trees and plants to the riparian zone wiil reduce
sediment loads in the Rockaway and provide shade and
shelter for trout populations. Members of the
Hacklebamey Chapter will also install stone deflectors
and other instream structures to improve trout habitat.

Adirondack Chapter (NY)— Working with the New
York State Department of Environmental Conservation
and the U.S. Forest Service, the Adirondack Chapter
will put $2,172 in EAS funds towards bank stabiliza-
tion and fisheries enhancement on the Mettawee River,
which supports a high-quality rainbow and brown trout
fishery.

The Adirondack Chapter will plant more than a hun-
dred feet of vegetation to secure eroding streambank
along the Mettawee. The TU-led restoration effort
along the Mettawee was profiled last year in the “Habi-
tat Watch” segment of the On The Fly fly-fishing show.

Northwestern North Carolina Chapter (NC) —
The Northwestern North Carolina Chapter, along with
three TU state councils and 13 TU chapters, will use a
$10,000 EAS grant to improve and enhance habitat on
the South Holston River in Tennessee.

Given its limestone structure and productivity, the
South Holston is a unique ecological and recreational
resource in the Southeast.

In cooperation with the Tennessee Valley Author-
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ity, the TU-led project involves installation of four but-
terfly valves on the South Holston labyrinth weir, lo-
cated 1.2 miles beiow the South Holston Dam, to in-
crease stream flows by over 44 percent. The resulting
increase in water depth wiil substantially improve South
Holston's habitat for rainbow and brown trout, as well
as other aquatic species.

Oregon Council -— As pant of a major EAS/Bring
Back the Natives restoration effort, TU’s state council
and several chapters in Oregon are resolving fish pas-
sage problems on tributaries to the McKenzie River
watershed, located in the Willamette National Forest
TU volunteers are aiso involved in reseeding efforts,
instrearn habitat improvements, and riparian recovery.

The effort, which is supported by the U.5. Forest
Service, the Bureau of Land Management, and the Or-
egon Department of Fish and Wildlife, will rehabili-
tate a total of three miles of habitat for buli tout, cur-
rently considered as “warranted but precinded” for list-
ing under the Endangered Species Act; redside rain-
bow trout; Chinook salmon; and westslope cutthroat,
and will reintroduce another year class of bull trout in
4 miles of two of the tributaries.

Deschutes River Chapter (OR) — The dramatic de-
cline of fall Chinook saimon has spurred the Deschutes
River Chapter to work with the Confederated Tribes of
the Warms Springs Reservation of Oregon (CTWS).
the Bureau of Land Management and the Oregon De-
partment of Fish and Wildlife to take a life-cycle ap-
proach to population recovery.

The first stage of the effort, which is also a Bring
Back the Natives project, focuses on protecting and en-
hancing riparian ateas along the Deschutes and Warm
Springs Rivers. Over four miles of streamside fencing
and three miles of pasture fencing will be constructed
to protect riparian vegetation and aid in livestock man-
agement. A $2,250 EAS grant, which will be matched
by the National Fish and Wildlife Foundation, will en-
able project partners to acquire eight solar jacks that
will fill water tanks for livestock and wildlife use away
from the riparian comidor. This effon will benefit
Chinook salmon, redband trout and bull trout.

Klamath Basin Chapter (OR) — To provide pro-
tection for a one-half mile reach on either side of Deep
Creek. an important spawning and juvenile rearing

tributary to the Williamson River in Klamath County,
Oregon, the Klamath Basin Chapter will use a $4.150
EAS grant 1o connect 2 half mile of smooth wire fenc-
ing on each side of the reach to the three-quarter miles
of fencing that has already been installed on public
lands. The total 1.25 miles of protection will provide
increased riparian recovery. lower water temperatures,
better flows, and cleaner spawning gravel for Deep
Creek’s native redband rainbow trout.

Ochoco Chapter (OR) — The Ochoco Chapter will
continue its award-winning environmental education
project with the Crooked River Ecosystem Education
Councii. An 82,520 EAS grant will assist in the devel-
opment and implementation of natural resources cur-
riculum for grades K-12. Students will collect data,
monitor and survey the Crooked River watershed, and
protect redband rainbow and bull trout populations.

Sandy River Chapter (OR} — The Sandy River
Chapter will use a $5,000 EAS grant to support the
Beaver Creek Project at Centennial High School. The
project aims 1o raise communmty awareness of the need
to protect, enhance, and restore the Beaver Creek wa-
tershed.

Project activities will address increased wrbidity due
to soll erosion, insufficient anadromous fish habitat,
and elevated water temperatures. Beaver Creek cur-
rently supports wild runs of Coho salmon. steelhead
trout, and cutthroat trout.

Donegal Chapter (PA) — A $5,000 EAS grant will
further the Donegal Chapter’s effort to restore eroded
stream banks along Lititz Run, a scenic limestone
stream in Lancaster County. The Chapter will use lime-
stone rock, fencing, native plantings to restore banks
and habitat, benefiting Lititz Run’s trout fishery. The
project is supported by the Chesapeake Bay Founda-
tion, as part of an overall effort to restore the Chesa-
peake Bay watershed.

Pike-Wayne Chapter (PA) — The Pike-Wayne Chap-
ter received $3,700 for the second phase of construc-
tion in a project to restore refuge and foraging habitat
for the resident brown trout population of the
Wallenpaupack Creek. With technical and financial
support from the Pennsylvania Fish and Boat Commis-
ston, the Chapter has scheduled five work days to in-
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stall trout habitat structures. TU volunteers and staff
from the Fish and Boat Commission will continue to
monitor Wallenpaupack Creek to coliect and analyze
data on the physical and biological results of rehabili-
tation efforts.

Narragansett Chapter (RI) — The Narragansen
Chapter will use a $5,000 EAS grant for two erosion
control projects on the Wood River and Falls River, a
small headwater tributary to the Wood River. In coor-
dination with the Rhode Island Division of Fish, Wild-
life , and Estuarine M which is pting
to reintroduce Atlantic salmon in the watershed, the
Chapter will terrace and revegetate eroded areas at both
sites. The Falls River will also benefit from a regraded
gravel road and parking area, which will redirect
stormwater run-off. The Chapter will also install a gate
to protect the Wood River from vehicular access to its
embankment.

Great Smoky Mountain Chapter (TN) — Using a
$2,605 EAS grant, the Great Smoky Mountain Chap-
ter will collaborate with the Tennessee Valley Author-
ity and the Tennessee Wiidlife Refuge Resource Agency
to enhance the natural reproduction of rainbow trout in
Clear Creek.

Great Smoky Mountain chapter members will re-
store the natural width-to-depth ratio in the channel,
repair structures, clear debris, create gravel beds, and
stabilize eroding banks in order to provide consistent
flows and protect natural spawning areas.

Lirtle River Chapter (TN) — Working with the Na-
tional Park Service, Little River TU members are dedi-
cated to eliminating non-point source pollution impacts
on the tributaries of Abrams Creek, located in the Great
Smoky Mountains National Park.

A $10,000 EAS grant will be used to construct
28,728 feet of fencing to create a 100-foot riparian cor-
ridor on both sides of the Abrams Creek's six tributar-
ies. TUers will break up the soil, seed and install ero-
sion control devices on the most degraded areas to lower
sediment loads and allow the stream to retumn to more
natural levels, which will protect the watershed’s rain-
bow and brown trout populations.

The project is also supported by the National Fish
and Wildlife Foundation. the Tennessee Valley Author-
ity, the University of T and the Te
Wildlife Resources Agency.

Upper Valley Chapter (VT) — The Upper Valley
Chapter will use a $2,218 EAS grant to eliminate bar-
riers to spawning habitat on the Mill Brook in Promifret,
Vermont, which was once one of the two largest spawn-
ing and nursery tributaries for the native rainbow trout
inhabiting the main stem of the White River.

With assistance from the Vermont Department of
Fish and Wildlife, the Chapter will construct a fish lad-
der by retrofitting existing culverts with strategically
placed baffles made of pressure treated timber. The
fish ladder will increase existing spawning habitat by
70 to 80 percent.

Olympia Chapter (WA) — TU’s Olympia Chapter
received an EAS grant of $3,000 for its youth educa-
tional efforts in Puget Sound’s Budd/Deschutes water-
shed. In cooperation with the Global Rivers Environ-
mental Education Network, the Olympia Chapter will
assist local school teachers and students in monitoring
water quality and quantity, planting riparian vegetation,
and restoring nature trails. In addition to teaching stu-
dents about the importance of conservation through
“hands-on™ field work, the project will help protect a
valuable trout and salmon fishery.

West Virginia Council— In a partnership with the
West Virginia Department of Natural Resources and
the U.S. Forest Service, TU’s West Virginia Council
will treat five native brook trout streams with sand-
sized limestone in order to raise the pH and calcium
per hydrogen ratio levels in the five streams. EAS fund-
ing in the amount of $9,550 will help neutralize the
effects of acidification from acid rain and the stream
geology's poor buffering capacity, on the following
streams: Dogway Fork of the Cranberry River and
Glade Run, Fishing Hawk Run, Lambert Run and Red
Run of the Shavers Fork watershed.

Kiap-TU-Wish Chapter (WI} — In a cooperative
effort with the Wisconsin Department of Natural Re-
sources, the Kiap-TU-Wish Chapter will use a $5,562
EAS grant to install a monitor station at the Little Falls
Dam on the lower Willow River. Located in a state
park, the Willow River supports a valuable brown trout
fishery.

Members of Kiap-TU-Wish will measuce the flow
and temperature regimes below the Little Falls Dam.
The Chapter will use this data 1o develop a “fish-
friendly” management plan for the dam.
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By Thomas A. Poro
With Phatography by
James A. Yoskeviich

An exciting Trowt Uslimited-backed
education program Is teachiag young
poopla In Calitornis to care sbout thelr
natral savirormest,

he enrapt faces of 19 fourth-
graders are pressed against
the cold, clear glass of a gur-
gling aquarium incubator.
“Lhe children nave watched each em-
brvo devclop, day by day. Now, this
bright spring moming, dozens of tiny
pinkish balls of tlesh are beginning to
move about the gravel. Suddenly an
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Before this school year is finished,
Lnese fourth-grade students will know
more about fish than mosi Ashermen,
They will understand how asteclbead’s
olfactury and optic lobes hinction—
bow it sinelis and sees. They wili peer at
a scale from an adult steelhead under a
microscape, be shown the varying com-
pression of its growth rings. and learn

hedi

elfin sliver, a thead troul

with tnv black eves, pops out of its
translucent shell. The children's eyes
buljge.

“Wow!" they exclaim in unison. “Awe-
some!”

New life is emnerging as they watch, as
thevlearn.

iflerence isthe omeitspends grow-

ing rapidly tv maturity in saltwater.
The children will take a class trip to
the nearby Feather River. They will fee)
the rush of clean water on their ankles
and feel the weistones with their hands.
They will touch caddisfly cases and may-
fly nymphs, aquatic insects upon which

the young sieelhead depend foi nour-
ishment. They wili be intrigued by the
fact that newly emerged fry drift down-
stream o the witof ariftle, because that
is where there is {bod and oxygen. but
that natura) predators—other adult fish
and diving birds— will be waiting. They
will beconie resigned to e predators
devouring many of the uny steelhead
“They will hear for the first tme the
words “food chain.” They will under-
stand how really fragile it all is. And
what a miracle 1t is that any of these
distant ocean travellers make it back 0
spawn—the adult female sensing the
quality and size of gravel with her anal
fin, finding just the right place in the

Ovt of it like,
thovsands, of fioh,
ot veyy man
make. W& Cuz o\C
obstacles. Yeah.
T\ney 90Y a whele
bunch 0{— Enemies.
BYCH' Wi\kcr son , 10
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Members of the Big Blackfoot Chap-
ter of Trout Unlimited, in cooperation
with Don Peters and Ron Pierce of the
Montana Departunent of Fish, Wildlife
and Parks, have developed a plan of
artion Yesigned 10 restore a healthy
wild trout population to the river: Some
‘might refer tothjs plan asa “wish list” of
projecta, but it reflects a careful evalua-
tion and ranking process, in which 10
tibutaries were identificd as wop prior-
4ty. The components of this compre-
hensive plan include everything from
stream ion to land purch
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fishery surdies, water quality i d The Big Blackfoot Chapter's project
r:aoumemanagemenuympm'n is rapidly becoming a flagship project
an entire water-  for TU—the new TU that has refocused

nhcd.hom:vcr isnotcheap. The money
will have to come from a variety of
sources, including l‘edcnl and seate

its energies on major resource issues
identified at the grassroots level. Every-
one’s support is needed and encour-
aged. This is 2 unique opportunity
because your conuibution will trigger

hing funds. There will be no ad-

The Orvis Compny. a reliable sup-
porter of Trout Unlimited, has stepped
up with a plan that focuses its consider-
able fund-raising abilitics on the
Blackfoot project. It has arranged

of two<o-onc matching funds
for the kfi from the Na-

Jack Thomas, chair of the Finance and
Grants comminee of BBCTU is the fel-
low in charge of finding the money to
move thosz projects off the wish list and
into reality. So far, Thomat and BBCTU
have a pretty good track record when it
comes 1o finding money. They have
funded, found matching funds for, or
been awarded granc to complete nu-
Merous stream improvement projects,

tional Fish 2nd Wildlite Foundation and
has committed to raising up w $50,000
from its company, its directors, and its
CUstomers.

Robert Redford, Northfork Produc-
tions, and Columbia Pictures have
agreed 10 dedicate the Monuana pre-
miere of the movie as a Trout Unlim-
ited fund raiser to support the Blackfoot
project.

ministrative overhead; 100% will go di-
rectly into resource work,

Help TU fulfill the leadership posi-
tion that it has taken on this resource
project. Send $50, $100, or more to:
The Big Blackfoot Project, Trout Un-
limited, 800 Follin Lane, Suite 250,
Vienna, Virginia 22180, If you would
like more information on the activities
of the Big Blackfoot Chaprer of Trout
Unlimited, write to the chapter, in care
of Jack Thomas, Post Office Box 9237,
Helena, Montana 59604; or call hum at
406444-5319 (work) or 4064425209
(home).

Please help us bring new life to a river
whose story has inspired so many! &



streambed for et springtime nest. Awe-
some.

These and many other wonders of
the arduous life of a wild Pacific steel
head the children will learn with giee
And these hasic lessons will be with
them, imellectually. emotionally. for the
rest of their lives.

The Guy Whe Makss Schooi Fun

“Thank you for coming, Thankyou,”
says David Armocido Lo his fourth grade
class and Miss Tarkey's fifth grade class.
dozensof 10-and | 1-year-old California
kids decked out in hot-pink-cdged sun-
glasses and pricey running shoes. They
are crowded arourii. They are listen-
ing. They adore “Mr. A." the Fish Man,
theguy whois their teacher butis more,
the guy who inakes schaol fun, the guy
who tells them: “Would you please come
up and get your stelhead? Come un
Kids, just ook at im! Spend some quality
time with your fish. Hold him right up io
your face. Rememnbet to focus on his fins.
Okay, let’s siart rewurning o fish to
their far...”

Armocido is kneedeep in the willow-
lined Feather River, 4 tibuary of the
Sacamento. It's April and it's sunny
and he is leaping this way and that like
the cheerleader he is for youth and for
fish.

“Okay!” he signa's his young stream-
side audience. “This is a riffle. Can you
see how the flow of the niver is” Armo-
cido is pointing: “Right out in the mid-
dle, there’sa sand or gravel bar. ludiverts
the water either to the nghi or the left,
And thar vhe going up against the bank
on your right is cutling undermeath the
bank and waking away sone of the dirt
Right here, we have the beginnings of
an undercut bank. Right here, fish will
be hying because ke shrubs are gonna
provide.. what>™

All: “Shade!™ Nat a pair of eyes is
distracted.

Teacher: “Also, what?™

All: Shelter!™

Teacher:“Shelter and...2”

All: “Food!”

Teacher: “Thank you, very much.
When the river is... Listen up, please,
Joe... when the river goes off in this
direction, we have the same effect. We
have the undercut bank, we have atoLof
vegelation, we have some structures in
the river, such as this log that's sub-
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merged. The log can mean protection.
But the log can also mean, what®™

All: “Danger!”™

Teacher: “Danger. Because what
couid stand on it to eat the fish?™

Some: “Water dippers.”

Teacher: “Water dippers. Yes. And
snakes.”

A lone voice: “Water scorpions.”

Teacher: “No, not water scorpions;

they hung off underwater branches, re-
member?”

Some: “Bears.”

Teacher: "Ah, bears usually go right
nito the water. How about a great blue
heron?”

All: “Wading birds!"

Teacher: "Now, you see how the wa-
ter has slowed in the pool down here?”
Can you see?™

| Haink s Amazing. Ws d&{{lerevﬁ?
e net \ike vaising goldfish.

Amanda Helzen

movr (D)



All: “Yeah.”

Teacher: "Try to give me the name of
one insect that would live in this pool
area. Somebody, raise your hand. What
insects would live in the paol?™

A lone voice: "Mavflies?™

Teacher: “Mayilies. Soine. but there
are more in the riffles. What else?”

A lone voice: “Caddis.”

Teacher: “Right! A portable, case-
making caddisfly.” Okay, good. Thank
you. Now, if you were a coho salmon,
and we released you here, where would
you go to be raised?™

All: “Pool.”

Teacher: “Pool. And if you were a
steelhead, where would ycu stay?™

All: "Riffle!”

They have Yo 4o 'H'\ruual«
a \of of obstactes.
well | it's Mo\’(ure,bl*'
some of it's pollvtion
And —\'hir\ss. the 0dds
ok the Lish gekting
back Yo spawn, i's
really, yov Know, very
Small.

Chrig Ro\mscy', i

I ™our
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Teacher: "How long do yourig steel
head live here before they go w the
Pacific Ocean?”

All: “"One to three years.”

Teacher: *One t three vears. And
howiong will they sy outin the ocear;>”

AlL: "Two to three years.”

Teacher: *Thank you. If you were a
Chinook salmon, and | released you
wday, what would you do?™

A lone voice’ “Just go.”

Teacher: “You'd head straight out to
the ocean. Good job. Ronnie. Howabout
a coho?*

All: "Hang around.”

Teacher: “Hang around for how

All: “One year.”

Teacher: “About one year. Good
Olay, now we're gonna &y to pick aspot
w plant two of our Colorado spruce
wrees that we brought with us. And what
are these trees gonna provide for our
fish.. .

It's Watershed, It's Binds, It's Man

David and Susie Ariocido are sitting
in the family living room of their well-
kept home in Colusa, California. Colusa
isan hour-and-a-half-drive north of Sac-
ramento. 1t's a small own (population
5,000) with older neighborhoods, neat
lawns and rows of green trees. Colusa
has the feel of 2 midwestern town, qui-
eter, slower, more, well, establithed than
most of California. Colusa County has
one of the highest per<apita incomes
in America. Its prosperity gushes from
the south-flowing Sacramento River, one
of the wo great freshwater streams mak-
ing up the enormous Cenwal Valley.
The Armocidos' town is an casis amidst
flatands—as far as the proverbial eye
can see are rows of beans, melons, toma-
toes, aswell asseemingly endless dwarfed
forests of trees bearing almonds, wal
nuts and pistachios. And there are the
rice fields. Vast quantities of dammed,
diverted, channeled, flooded and
sprayed river water make it all grow.
The snowmelt-origin water once made
salmon grow, sending hordes of silvery
Jjuvenile migrants each spring down-
stream to the delta and through the
Golden Gate to the bluc Pacific. A
cennury of intensive agricuiture has ut-
terly ransformed Nature’s system. Now
few wild salmon return. Miraculously,
some still come back to spawn.




| -Hnoujk+ i} was
prefiy near becavse
Al | Al before was
cotch 'em. | didnt
Know m\\/-H«i Abovt
the Alevin orthe —fvy
or +he smolts or
whatever. And | didnt
Know how they got
Yo the octan. | Aidnt
even ¥now they went
4o dhe ocean.

Chris MeVegh, 1|

"I love 10 fish.” declares David. *1've
dedicated a lot of my life w fishing and
working with kids. | really belicve edu-
cation is murh beiter than resworation.
1 think iv's cheaper. Once a river is
desuoved, | don't think man can ever
get it back to the way it was in the first
place, to the way il was created.”

Armocido recalls reading a story in
Ouidoor Californic, the magazine of the
California Department of Fish and
Game, abow an expenimental salmo-
nid education program aimed atyoung
people. Salmon had been raised from
eggs in aquaria in scattered classrooms
throughout coastal Humboldt County.
But that's where the novelty ended.
The children weren't really learning
muck about the nawural lives of salmon
in the wild. Educator Diane Higgins,
married to fisheries biologist and Trout
Unlimited enthusiast Pat Higgins, was
hired to develop a special curriculum.

With a grant of $10,000 from the
California Advisory Committee on
Salmon and Steethead Trou, Higgins
came up with aces. She wrote a compre-
hensive plan for educading children in
grades kindergarten through six. The
curricudum was filled with creativity—
fish rd purzies, salmon
survival board games, mlmon poetry,

grasp conceps of dsand

u
ecosystems. Diane elevated it from a
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simple exercise in classroom fish-rear-
ing to a fullblown leaming pi
encompassing wild fish, their hahitars
and complete life cycle.

“Iwant thisin my classroom™—Armo-
cido, seldom bashful, had read the piece.
picked up the telephone. and called
Diane Higgins.

A1 David's urging, the youth effori—
now formally the California Trout,
Salmon and Steelhead Education Pro-
gram—was swiftlyadopued by the Colusa
County Chapter of Trout Unlimited,
which he had organized in 1986. Onc
thousand copies of the 228-page spiral-
bound curriculum guide were printed
with funding from Trout Unlimited of
California, the Humboldt Chapter of
the American Fisheries Society, and the
Marin Rod and Gun Club.

“We started small,” says Armocido.
“with just 10 teachers, raising 50 steel
head in each classroom.”

Then Channel 13, the Sacramento-
based ABC affiliate, came up to Armo-
cido’s science class. Cameras rolied.
Editors were impressed. The television
station ran a full three-minute segment.
Armocido's telephone began ringing
off the hook.

‘Today 300 teachersare involved, each
personally trained by David Amnocido,
fireball, who has spent countless Sawur-
days during the last several years orga-

nizing allday teacher workshops. He
has donated all of his ume since dav
one. Armocido stresses the importance
of teaching the teachers. They are the
key to the program's success.

“We hold workshops on a Sawurday
for one reason,” Armocido explains, “If
ateacher iswilling to spend a whole day
of his fice time to learn abou: a particu-
{ar program 1o use it in the d{assroom,
he will probably use it. Instead of the
information ending up in a filing cabi-
netsomewhere, we want the teachers 10
nake 2 personal commitment to the
program.”

'm 10% and I'] be 1)
in Auqust and the
—\"A'\v\q 1 Liked was we
50\' Yo learn -\—kma'; we.
never knew before
and was, feally fun.
\ think youhave o
Ay Yo savie things
instead of making
Paem QC‘\"V\C\'-

Jody Slack, 10

meovr ()



I dide} Hink Fhat 4
fisw couM be extinet
but they cam. Cuz of
A\l dhe Aams and thinas
Avd Yhe ¥Ver \oss a4
fhey can't spawn
Swr_css{'u\'\y S0 Yhey Ae
and Yhen all Poeir caas
are Aead 150, 6o you lose
A bunch ot fish Yhere,
and Fhen all dhe fish on
Ame obher Side of the dam,
when it's boilt, when they
hatdn, they cant gt Yo
Ahe other side of the
Aam . 50 s0omeror later,
Yhey Aie Fnd g o logs
of ‘fish

Jess Toot, W\

“Ithasspread like wildfire,” says Susie
Armocido, herselfateacher. “Teachers
[rom other school districts call us be-
cause they've heard from other teach-
ers how well the program works and
how excited the kids are.”

‘Twenty-five thousand students have
shared in the excitement Not all have
cookies and milk and a Sony Walkman
waiting at home. Not all are rich farm-
ers' kids. Some are sons and daughters
of migrant workers. living in an old
station wagon, on a canal bank. In 1992,
They, 100, are intrigued. Says Susie:
“Here these very, very poor children are
trying to survive themselves, and yet
they are interested in the survival of
some other animal. It's such an amaz-
ing story.

“We start out by expiaining to our
classes that just because we have 50
fertilized eggs, that doesn't mean we'll
end up with 50 baby fish to release. We
explain that the aguarium is a com-
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whatabouta bad storm. and what about
all the other fish thatwould ear the cggs
in the wild?

“Every day, when the kids come to
schaal, they can't wait to sce how many
of their fishare sull alive. They're thrilied
1o see them alive. [t reatly means some-
thing. it begins to dawn on them how
fragile life is, and, if they don’tdo some-
thing, the fish aren't going 1o he there
in the future. They realize that it's not
Jjust fish—it's everything. It's the water-
shed. it’s birds, it's man.”

“I think kids should have a working
knowledge of what's going on when
they waik by a stream,” adds David “i
want them to sec what a stream really is,
that there is life, that there's a lo1 going
on below the surface.

“Bywatching the fish hawch and strug-
gle through the firsi stages of lite,” says
Armoxido, “the kids build an emotional
bond. That bond will be there forever.
And when they look at a salmon or

pletely c iled d

predators, no silt, noth{gyxcepl bac-
teria that might harm them. So we're
simulating Nature almost atits best. But
whatabout logging, we ask the kids, and

(XM o

1head river, they're going to look at
thatriver differently than they ever have.
They're going to look at it differendy
than their fathersor grandfathers looked
at a river.”

Thig 15 —%un -\-uAaY,
bﬁ'ﬂﬁiv\ﬂ her 4o the
wal er. V' Kinda "\Am
and Kinda $Sad '
Kindg \mxﬂ;y becavse
—H\ey gey to 90 back fo
Yheir own place and do
fhings -H«ey'fﬂ Surposui
40 do. And V'm Kinda
Sa4 becavsc it was £on
\N\\l'\nﬂ Yhem in the

Class, Armber Trogk 10

Afterword: Readers interesied in leaming
more aboni the California Troul, Salmon
and Steethead Education program may urite:
Mr. David Armodido, 232 Gy Drive,
Colusa, California 95932 or telephone hkim
at 916458-5848.
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TU Launches An Unprecedented

Effort to Safeguard the “Cradle of

American Fly-Fishing”

X by Peter A. Rafle, Jr. %

HERE MAY BE NO OTHER WATERSHED IN NORTH AMERICA

that holds 2 more hallowed place in the fly-fishing

mythology chan the Beaverkill. Nestled in the Carill

Mountains of New York State, just 100 miles from

Manhatan, the Beaverkill was “home water” w many
of the originators and innovators of Ametican trouc angling.
Spanning a century-and-a-half, from Theodore Gordon o Lee
WAF, cheit names sill grace the hackled flies inspired:by he
Beaverkill’s legendary mayfly hatches.
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topoleamo«idnutmd\ennunnhnmdld.
Tha first step? An ambitious Trout Unlimited study and
conservation proposal t encompass the entire 260 square-mile
hed. “The Beaverkill an:

These miles of river, from the tiny in heady
(now mostly in private hands) to the famous pooals and runs of
the “Big Beaverkill” below i conflucnce with ity siser Wil
lowemac Creek, have played host 20 uncounted anglers from
around the nation and around dhe world. And the river's wild
brown gout (and the remaining brookies) have humbled more
chan a few.

Today. though, it is the BeaMoc (as the Beaverkill- Willowe-
mocwam:hedubownmllemvzly)dmuhcmghumbld—

drawals, by & widening seambed,
deteriorating watershed. The BeaMoc is at the croasroads.
Decades of recreational usc have gone hand-in-hand with habi-
tat degradation. In 1991, and again during the summer of
1993, the cffects of drought and habitar degradation combined

28 <lpo= TROT AUTUMN 1994

d Wilk are great wout
streams that hold very special places in the heart of every
American angles,” says TU president Charles Geuvin. “It was
time 1o take 2 potitive sep towand prescrving and restoring the
BeaMoc.” Firsc proposed in 1992 by New York Stace TU
activist Bob Breslin and angling author and advocate Art Lee,
the BeaMoc Project’s first phase was claborated and developed
in concert wich the TU National Seaff into a program of ioten-
sive watershed rescarch and economic cvaluation of the
BeaMoc’s legendary wild erout fishery.

In June, cthe Richard King Mellon Foundation awarded
TmUnhmndtlmwofor:mpldmveuuld:pm-
ject wo assens the value and biophysi of
duBuMocwauMThethnpm.whmcombmed
with 2 $60.000 challenge grant received in February from the
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National Fish and Wildlife Foundation, should fully cover the
estimated $180,000 cose of the TU stud.irs

hed "

“The cries out for said
warcrshed specialist Jack Imhof, the principal TU investigator
for the BeaMoc studies. “While we cannor avoid drought, we
can mitigate its effects by reswring the ineegrity of che water-
shed's river channels and the tributanies thar provide refuge
from thermal stress and serve as spawning habitar for the
trout.”

Fed

of Yi's mast
ambltious
research and
restorstion

project.

increase wild trout productivity within the watershed;

+ Estimates for the watershed’s wild mout populations;

* Location and condition of eritical wour habitars;

® The extent to which trout use mainstem versus tributary

habirat for spawning;

* Location and nature of obstructions preventing access ca

tribuwary habitat critical for spawning ot refuge from mainsiem

thermai stress; and

¢ The uvcnﬂ biaphysical integrity of the BeaMoc watershed in
o undisturbed habitat of the region.

The fiesc phase of the project, a
expevted to span a i $-month period beginning June 1994, will
seek to gather the baseline dama necessary 10 prorect, conserve,
and restore the wild trout fisheries of the Beaverkill River and
Willowemoc Creek. /

The scientific sudies slateer
will examine:

* Identity and extent of point and non-point pollution;
* Instream flow characteristics necessary to maintain and

‘the first phase of the effort

“We want to spend our money wisely. The first step is to
acquire previous studics,” explained Imhof at a May press con-
ference held o announce the project. “Over the decades, as
reservoir projects and the like have been piopased for the
watershed, a lot of good. solid baseline data have beea collect-
ed, only to gather dust. We'll be starting by doing a thorough
analysis of the data that aready exist. Then we will start filling
in the missing pieces with field study.”
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The Project will also include an economic valuation study
t0 determine the value of the BeaMoc wazershed's recreational
trour fishety to the local, regioral, and scatewide cconomies.

“Private landowners and farmers in the watershed. commu-
nity feaders, anglers and conservationists afl have a siake in che
future of the BeaMac,” said Whit Fosburgh. Fisheries Director
for the Narional Fish and Wildlife Foundation. “This project is
unique in its povenrial for bringing together diverse interess.”

" A major benefit of the project is 1o provide the agency
responsible for managing the BeaMoc's trout fishery, the New
York Statc Dep of E i
cal information about the fishery’s cconamic value and hiolog-
ical dynamics. The project srudies will help locat aurhorities in
making land-use decisions.

“Over the last couple years, local officials, residents and
anglers have agreed rhat chie nvers arc kev to the well-being of
the local ecanomy.” says Bob Breslin. “Barriers arc coming
down. Its time for studies to give us the data nerded 10 muru-
ally procect aur interests in 2 thoughtful manner.”

When completed. the assessment should idenrify oppartu-
ninics where g | and non-g

servanion, crici-

| organiza-
tions can make intelligent changes in land-use manageincnt
regulations and pollutanc discharge requirements, purchases of
conservation cascments and development rights, and warcr
conservation progrzmy; and where TU and other conservation-

wver

~\(\\/

<
Bravyt

ists can make a difference through "hands-on™ stream
improvement projects. .

Trour Unlimiteds national organization will serve as pro-
ject manager in partnership with TU's 21 chaptegs in New
Yock State, whene TU has 5,400 members. and by chapters
and councils throughout the Northeast and New England.

The proposed studies were developed in consulation with
NYSDEC personnd respansible for managing the BeaMocs
trous fishery and from the framework which ecologise James
Karr has developed o measure the biological invegrity of
aquaric ecosysterns. (] Karr, “Biological Invegrity: A Long-
Neglected Aspect of Warer Resource Management,” Ecological
Applications. Vol 1, No. 1. 66-84 (1991).]

“Karr developed the Index of Biotic Incegrity (IBI) to mea-
sure the biological integrity of aquaric ecosystems wirh refer-
ence 10 fish communiry strucrure.” explains Jock Conyng-
ham. a Yale University researcher who s assisting in the
hiological srudies. "Wie're going to base our rescarch on fishery
management obicciives by looking at the factars Karr identi-
ficd as key indicators of biological integriry: food sources.
water quality. habitar structure, flows, and interactions
becween species.”

And because it involves comprehensive scientific and eco-
nomic studics, 21 application of technical information to res-
denuial, commercial, and recieational uses of 3 watershed,
and the esiablishment of lasring
partnerships among lucal communi-
ties, government agencies. and vol-
untary organizations. Trout Un-
limired hapes the BeaMoc Project
will serve as a model for rescoration
of other watersheds.

“1 expect this will be just the
heginning.” explains Gauvin. *|
hope this project will be just che first

of many. Whar we learn from the
Beaverkill will give us betcer tools
That's
what this scudy is all abouc.” &

for restoning other rivers
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ALASKA

Juneau Chaptere THE JUNEAU CHAPTER
will continue stream assessments and
sestoration on Duck Creek, an urban
stream in Alaska’s capital. Dnck Creek
historically supported wild populations
of pink, chum, and coho salmon. Dolly
Varden char, and curthroat trour. Tuday
several of these species are extinct of in
severe decline. The Advisory Group wi
usc basciine daa and $7,500 to imple-
ment a restoration program.

Aluska Wild Trous Chapterv THE ALas-
ka Wild Trour Chaprer will use $1.350
[0 CONSLIUCT IBSIream  structures te
rescore and add 1caring habitar 10 Willi-
waw Creek, which meanders along the
Portage Valley Teail. The creek currentiy
supporss wild tuns of thum, sockeye.
and coho salmon and provides vpportu-
sities o view spawning salmon. Inter-
pretive exhibizs will howcase the chap-
ter's patrnership with the U.S. Forest
Service and educate visitots atout fish
habitst needs and improvements.

ARIZONA
Old Pueblo Chapser» IN A MUUTI-YEAR
effort to restore threatened native Apache
trout in Arizona’s West Fork of the Black
River, the Old Pueblo Chapter will use a
$10,000 EAS grant to construct over 15
habitat improvement strucrures and put
ap 4.5 miles of riparian fencing, a5 pare
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am Grai

Creek/Secier Ravine drainage. which
supports the fast salmon runs in Sucra-
mento County. The spawning areas lie in
a rapidly growing mietropolitan area, and
only about 1,000 Chinook salmon and
steelhead trout return o their spawning
grounds, fighting their way through
fatres, shapping centars, a goif caurse,
and 2 velloge campas. TUers and volua-
rating fish and iden-

teers will count
tify poliuted run-of
Six Rivers Chapeer » T COMBAT THE
decline ot coho salmon in the Pacific
Northwesr, Six Rivers and owo local
salme 1 recovery groups arc targeting
Humbalde Bay and the Martoie warter-
stied, where irresporsible land-use prac-

tices degrade aquatic habiear, placing
native stocks of cohoe salmon at risk of
extinction ard leading to the decline of
commercial and recrearional g
$5,000 will help Six Rivers and their
panners mainiain hatchboxes znd rear-
2in commercial

ing pond tucilities and
fishermien in daia crilection for restora-
tion and masagement.

(oLORADO
Colorado Council » THE COLORAD
Council will use $6.000 to finalize a
public elevision documentary sbour the
Greenback cutthroat rrout’s recovery.
Indige to Colorado, Greenback
were vinually extinct until TUers spear-
headed 2 starewide educacion and

of 4 coop gement plan that
uses 2 watershed approach to improve
aquacic and riparian habitat.

CALIFORNIA
Modoc- Alturas Chapter » As PART OF A
watershed prograni in California’s Goose
Lake Basin, Modoc-Alturas will usc a
$5,000 EAS grant to improve grazing
practices. Volunteers and ranchers will
construct fences to keep carde away from
fiparian corridors along Davis and East
Croeks, each of which support major wild
trour fisherics. Members will also develop
altcrnacive sites for watering and paswure,
re-vegetate stream banks with native
plants, and monitor fish populations.
Sierra Chaprerv WITH A $1,000 GRANT,
the Sierra Chapter will evaluaee the Dry
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program, which has success-
fully reintroduced self-sustaining wild
Greenbacks from only six small remnant
populations.

Ferdinand Hayden Chapter » ALONG
the banks of Colorado’s Roaring Fork
River, the Ferdinand Hayden Chapter
will sabilize 2.5 miles in a national habi-
2t demonstration project, resulting in
improved riparian vegetation, water
velocities, and habitat for fish and macro
invertebrates. EAS will kick in $5.000 to

maintain Roaring Fork as 2 Gold Medal
wrout fishery.
Grand Valley > A GRANT

of $2,500 will help the Grand Valley
Anglers reswore Colorado River curchroat
trout to Trapper Creck. Trapper Creek
holds a geneically pure, self-reproducing

population of the native fish, which is a
candidate for listing as threatened or
endangered by the US. Fish and
Wildlife Secvice. Hybridization, over-
fishing, and drought have contribuied 10
the Colorado River curthroar’s dedline,
and i chapter wants to increase exist-
ing populations and expand their range.
“oluntcers will mainmin and rebuild
fences along riparian areas, construct loy
drop structures, and plant trees o sabi-
Yize suream banks and provide coves for
fsh and wildhfe.

1DAUD

Upper Snake River Chapter v UisIR
Suake River will consiruct and operate
an upstream: fish ladder and a fish screcn
to mitigacs downsiream passage prohb-
iems on Rainey Cizek, historically
spawning and rearing habitae for narive
Yellowstone curthroar trout and Snake
River fine spotted cucthos trout. Irriga-
on withdrawals currently divert 100-
percent of Rainey Creek's natural sum-
mer flow With funds cf $10,000.
members will construct 3 headgas
diverr migrating fisk 15 3 tcading facility.
Fish then will be relcased i the Snake
River, saving thousauds of nzrive fish

MICHTGAN
Muskegon/Whive River Chapter » Mus~
kegon/White River will cnhance stream
productivity and recreationai opportuni-
ties on Cedar Creck, horie to a native
population of wild brock trour. Hiscari-
cally considcred o be une of the finest
brook tous fisherics in southern Michi-
gan, Cedar Creck is facing erosion and
excessive sedimentation  $2.000 will
purchasc filter fabric, feld scane, white
pines, cedars, and dogwoods needed to
suabilize a severely eroded section of the

sueam.
KONTANA

West Slope Chaprer v WITH $3,000,
West Slape will acquire a conservazion
casement on Rock Creek, which holds
spawning grounds for bull trour, cut-
throats, brown:, rainbows, and hrookies.
Rock Creck is critical to sustaining che
beleaguered Clark Fork River’s reraain-
ing fishery. The onc-mile conservation
casement is part of a plan to preserve
over 3,300 acres along Rock Creck, west-

n




ern Montana's only blue-ribbon mout
seream. The project will procect 2 healdhy
stream and preserve grasslands, forests,
and habitat for bighom shecp.

NEW JERSEY
Hackigburney Chapaerw A §4,000 GRANT
will allow Hacklchamey to launch a six-
month dean-up and awarencts campaign
along the Rockaway River, which is criti-
nlmpmvdmgumquaﬂthedc,bldng
ical, and recreational opportunicies in
New Jersey. The Rockaway’s tributaries
support narurally reproducing trout, yet
some arca residents have been slow to

:

appreciare the river'’s value. Members will
recruit 1,000 volunteers for clean-ups
along the 30-mile-Rockaway, enlist
groups to adopt onz—lm]e ncuom for
dean-up and moni and distrib

$7.500 to continue it i in

habitat degradation on this tribucary of
the Chesapeake Bay. The Chesapeake

the Crooked River Watershed
tive Ed\u:unn Program (CRWCFJ’),
and

Bay Found has g 4 the pro-
;enasamnddhuﬂbaymhmlam
the effort to restore che Chesapeake Bay

aquatic
gam. CRWCEP:Eddwd(unnwdu
protecting native redband rainbow trout,
and EAS funds will allow studenss to
ingtall boulder strucrures, plant rrees
along riparian areas and examine man-
agement practices on Decp Creck, 2
Crooked River watershed ribucary. To
cvaluate their effors, students will murvey
fish populations and measure sediment

and temperarure before and after restora-
don acrivities.

PENNSYLVANIA

IN WYSTERN PENN-

an informational brochure on conserva-
tion  property owners along the river.

OREGON
Desclruses River Chapterw [n A COOPER-
will use radio telemertry o srudy bull
trour, a candidate for listing under the
Endangered Species Ace. With a $5,000
grant, the chapter will concentrate oa dhe
Metolius River system, which contains
exttemely remote spawning grounds.
Radio telemetry will enable volunteers
and fisheries biologists 1o atsess bull rout
populations and answer questions about
lifespan and spawning habin. High
school srudents will assist in trapping,

sylvania, the Arrowhead Chaprer wilt
continue sream improvement on Buffa-
lo Creek. $3,000 in EAS funds will
improve ovethead cover deflecton,
which will stabilize banks, provide cover
for trout, and flush out silt in the sream
channel. Boy Scouts and other volun-
ceers will gsvist TU members.

Donegal Chaptery THE Doﬂuw.cum-
wer will use 2 $5.000 EAS contribution to
restore & mile abong Litiz Run, a lime-
stone soream in the agricuitural heardand
of Lancaster County. The chaprer has
planned 10 work days for installing ero-
sion control structures and will assist
andowners and dairy farmers in control-
ling polluted run-off and preventing

TENNESSEE
Overmountain Chaperr » OVERMOUN-
min will use $3,350 w enhance and pro-
tect the water quality and habitat in Lau-
rel Fork Creek, 2 rare southern
Appalachian syam dhar supports nacu-
rally reproducing brown trour popula-
tions. Working with the US. Forest
Service, TUers will install habitat im-
provement suuctures and sediment
traps, secure road closures on illegal
raads, and plant bank vegetation, provid-
ing che basis fot a seronger, healthier wild
trout population in an area tradicionslly
dominated by put-and-take fisheries.

VIRGINIA
Masanureen Chopter » MASSANUTTEN
will use innovative cechniques and
$1,600 to restore native brook trour
habitat in Black Ren and Gum Run,
located in George Washington Nationat
Foresc. Heavy sedimentation and habitat
loss from illegal roads and a major flood
degraded both srcams, which are pare of

stabilize stream banks and place floating
caver logs, root wads, and boulders o
provide habitae until natural processes
can restore stream habieat.

WASHINGTON
Olympia Chapter » USING AN EAS
grant of $5,000, the Olympia Chapter
mental Education Nerwork (GREEN)
apand their watershed education pro-
gam in Puget Sound’s Budd/Deschutes
watershed. The project brings. tagether
schools and communities to-enhaace
an informed and engaged citizenry.
Schoolchildren menitor water quality,
plant crees, develop and distribuse infor-
mation brochures, and pacticipare in the
legislative process o improve the envi-

ronment. B
—Compiled by
Chricine Arena
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Statement on behalf of the
American Heart Association

The American Heart Association (AHA), on behalf of its 3.7 million volunteers,
would fike to take this opportunity to submit a statement to the Civil Service
subcommittee on the Combined Federal Campaign eligibility issue.

The AHA is dedicated to the reduction of disability and death from
cardiovascular diseases and stroke. Cardiovascular diseases take an enormous toll
both financially and emctionally cn this nation. Cardiovascular deaths cause almost as
many deaths as all other causes of death combined, at an estimated cost in 1994 of
nearly $128 billion in medical expenses and lost productivity . To combat and prevent
more deaths from cardiovascuiar disease the AHA places an emphasis on
cardiovascular research, cardiovascular education and revenue generation. itis in
these areas that the AHA invests its resources. Over the years, AHA-funded research
has yielded many important discoveries, such as cardiopulmonary resuscitation (CPR),
life-extending drugs, bypass surgery, and other surgical techniques.

The American Heart Association is concemed over recent statements by
Chairman Mica relative to the Combined Federal Campaign, particularly the
correspondence to the Director of the Office of Personnel Management (OPM), James
B. King, urging him to exclude certain advocacy groups from participating in the
combined Federal Campaign. For more than 25 years, the CFC has been the primary
means through which employees of the federal government may contribute to private
voluntary organizations such as the AHA.

Congress has stated that advocating for legislative and reguiatory actions is an
appropriate and legitimate activity for charitable organizations like the AHA, although

501(c)3 organizations play a decidedly limited advocacy role as a resuit of strict caps
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upon advocacy expenditures and prohibitions on engaging in partisan politics via
campaign contributions and endorsements. Further, of a total budget of $297.3 million,
of which nearly $100 million was spent on funding for biomedical research and $100
million on public and professional education, far less that $1 million was expended on
advocacy efforts, less than 1/2 of 1 percent of our total budget.

Further, legislation passed in 1987 states that requirements for eligibility “shall
not, to the extent that such requirements relate to litigation, public policy, advocacy. or
attempting to influence legislation, be any more restrictive than any requirements
established with respect to those subject matters under Section 501(c)(3) of the Internal
Revenue Code of 1886." Further, the Conference Report to that legisiation states that
the OPM is prohibited from imposing additional limitations on the eligibility of agencies
which lobby or conduct public policy advocacy in their charitable activities.

Charities and government agencies have long worked as partners in
addressing social needs. However, the Contract With America calls for deep cuts in
federal spending on sacial programs and Congressional leaders have stated that the
non-profit sector will be called upon to provide many of these programs. With
charitable giving expected to increase by only $3 billion a year and average household
contributions dropping between 1989 and 1993 by a disturbing 23 percent after
inflation, the non-profit community will be hard-pressed to pick up the slack.

As an organization which strives to work towards a better America, a
more productive and healthier America, which believes that it is important to partner
with government and corporations in order to make a difference in the quality of life in
this country, we are concemed that some members of the House leadership are

attempting to censor, prohibit and dampen legitimate organizations and corporations
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from carrying out programs and activities that are designed to make a difference on our
society.

On the opening day of the 104th Congress Speaker Gingrich expressed
the need to “create a partnership” and make the congress “more accessible to the
American people.” In a previous speech he stated that “if people know you'll listen to
them, learn from them and help them, they want you to lead them.

We at the AHA are concerned over a number of efforts by Congress to
do just the contrary by restricting the ability of nonprofit organizations, representing
tens of millions of Americans, to represent their constituencies before the Congress. In
addition to Mr. Mica’s proposal, House Majority leader Dick Armey recently wrote to all
House Republicans asking them to contact their corporate contributors to urge them to
“challenge your contacts in the corporate world to change this disturbing pattern of
contributing to ‘liberal’ advocacy groups.” A copy of Pattems of Corporate
Philanthropy, published by Capital Research Center, accompanied Mr. Armey's letter.
According to the book’s authors, “corporate money can obscure the radical economic or
political agenda of an advocacy group (and) corporations undermine traditional
charities by giving to advocacy groups.”

Our organization, which receives no federal money, is comprised of
Americans from all walks of life, with differing and varying political perspectives. We are
disturbed that the House Majority Leader would use his elected office to carry out an
obviously political agenda of special interests. Some members of the house leadership
would have Americans believing that providing corporate subsidies is OK while
activities and partnerships to promote the heaith and well being of its citizens is not.

The American Heart Association and thousands of other nonprofit health organizations
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stand ready to advocate before Congress on issues affecting prevention or treatment of
diseases and their impact upon the American Public.

An April 15th article in the National Jounal refers to “defunding the ieft”
as the catchphrase for the effort to stop the flow of federal funds to “liberal” nonprofits.
By all of the aforementioned standards, such groups include nearly all members of the
Independent Sector, testifying here today, representing a variety of voluntary health
organizations, hospitals, sociatl service organizations, civic, social and fraternal groups.
A May 22nd editorial in the Washington Post, referred tongue in cheek to the “wild-eyed
folks at the American Cancer Society, American Heart Association, American Lung
Association, Anti-Defamation League of B'nai B'rith, the League of Women Voters and
others,” referred to by Capitot Research. Referring to a letter sent by Mr. Armey directly
to Fortune 250 CEOs, the editorial further stated, “The House majority leader should
not be writing CEOs on congressional letterhead to tell them where they should or
shouldn’t make their charitable donations. Talk about intrusive federal government.”
We agree with that assessment and flatly oppose efforts by the Congress to politicize
charitable giving.

In 1976, Congress enacted lobbying legislation which expanded the
ability of nonprofits to advocate before Congress. While Congress intended to limit
lobbying activity by public nonprofits to certain statutory levels, the Iegl‘sla\tion was

meant to encourage public charities to bring their expertise and perspectives to bear on

public policy issues. IRS regulations, finalized in 1990, echo the law and send a clear
message that Congress and the IRS strangly support lobbying by nonprofits. The
“insubstantial part test”; placed upon nonprofits’ lobbying activities together with

prohibitions upon partisan politics -- including the endorsement of candidates and
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expenditure of campaign contributions -- significantly limit non-profits’ advocacy
activities.

The nonprofit community is concemed over what appears to be a muiti-
pronged effort by Congress to politicize charitable giving with a result of restricting the
ability of nonprofits to advocate before Congress and the Executive Branch. In the
case of the CFC, the message to the voluntary sector is most wormsome. Smaller
groups will cease to advocate on behalf of their members. Groups remaining in the
CFC will be buried by paperwork in an effort to substantiate the 85 percent test.

The American Heart Association opposes any action by Congress to
restrict our lawful participation in the legislative process through advocacy on behalf of
our mission.

Thank you for the opportunity to submit this statement.

O
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