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in, say Greece, was not present here. The
Japanese also, were the soul of courtesy, and
most informative for the purposes of our
study mission, and also quite insistent about
Japan's need to increase exports to the
United States with an implied warning be-
hind it that Japan always has a readymade
customer at its back door.

Now isn’t it ridiculous of me to try to
summarize in a sentence or in less than a
sentence * * * in a phrase * * * the sit-
uations in these countries which are so very
important to us? I apologize for it. I
shouldn't have attempted that. The only
reason I did so was because I had mentioned
that Hong Eong made the deepest impres-
sion, and it didn't seem right to ignore all
of the other countries I visited.

Hong Kong made a deep impression pri-
marily because it is the Berlin of the East,
right on the border of Red China, within
sight of the guns of the border patrols, and
within sight of Red China's farms which
feed Hong Kong. It was a creepy feeling to
know much of the food we were being served
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undoubtedly came from across the border.
It was not conducive to a good appetite, as-
suming I would have had one anyway.

I drove close enough to see some of Red
China’s farms, being worked, I imagine, by
people not getting enough to eat. Commu-
nist China, as you have read, has been
gripped with food shortages. Yet thousands
of tons of Red China’s desperately scarce
foodstuffs go to Hong Eong to earn foreign
exchange. Then a lot of that same food
goes back to Red China, in the form of gift
packages sent to starving relatives in the
interior from escapees safe in Hong Eong,
refugees now going without enough food
in order to be able to afford to send some to
their relatives back home. This was a most
heart-rending lesson in Communist econom-
ics, human suffering just does not count at
all,

Hong EKong provides, I believe, the most
spectacular nighttime view I have ever seen.
The lighted harbor is just beautiful. The
lights twinkling up the mountain from the
storybook harbor form a fairyland of scenic
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delight. The darkness, of course, covers
all of the ugliness, all of the poverty and
misery, all of the teeming chaos.

8t. Louis may not be so spectacularly
beautiful at night, at least, not yet. But
oh, how beautiful it is, day or night, to these
eyes. And how nice to come home to, af-
ter an extended trip abroad, or an extended
session of Congress in Washington.

Thank you for inviting me to share some
of my impressions with you. As you con-
tinue to work hard on the issues of foreign
trade and international relationships—
please be assured that what you stand for,
what you work for, is terribly important.
It is important to our country, yes; it is
even more important to millions upon mil-
lions of disadvantaged and hungry and illit-
erate and disease-racked and miserable hu-
man beings who could not dare to hope for
a better life for their children, if not for
themselves, were it not for the fact that
there are so many decent people like you
working to do something about it. Thank
you.
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The House met at 11 o'clock a.m.
The Chaplain, Rev. Bernard Braskamp,
D.D., offered the following prayer: '

Matthew 9: 36: When He saw the mul-
titudes, He was moved with compassion
on them.

Most merciful and gracious God, we
humbly acknowledge that we are living
in days when multitudes are bafiled and
bewildered, feeling that something with-
in the heart of humanity has gone ter-
ribly and tragically wrong.

Inspire the God fearing everywhere to
declare plainly by character and conduct
that their faith in Thee is active and
alert although too great for their grop-
ing minds to fully explain and express
in formula and creed.

Grant that we may possess a victorious
faith which fulfills itself in faithfulness
and is manifested in an unswerving loy-
alty to that which is noble and true.

Give us a greater concern and com-
passion for all mankind and may we
never forsake the weary and lonely who
have fallen under some heavy burden
which we might have lifted. i

Hear us in His name who looked upon
the multitude with compassion. Amen.

THE JOURNAL

The Journal of the proceedings of yes-
terday was read and approved.

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States was communi-
cated to the House by Mr, Ratchford,
one of his secretaries, who also informed
the House that on the following dates
the President approved and signed bills
of the House of the following titles:

On March 13, 1962:

H.R. 10050. An act to provide for a further
temporary increase in the public debt limit
set forth in the Second Liberty Bond Act.

On March 16, 1962:

H.R.7866. An act granting the consent of
Congress to an amendment to a compact
ratified by the States of Louisiana and Texas
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and relating to the waters of the Sabine
River.
On March 20, 1962:

H.R.2090. An act to confer jurisdiction
upon the Court of Claims to determine the
claim against the United States of Amis Con-
struction Co. and San Ore Construction Co.;

H.R. 3879. An act to authorize and direct
the Secretary of Agriculture to convey to the
State of Wyoming for agricultural purposes
certaln real property in Sweetwater County,
Wyo.;

H.R.T666. An act to amend section 17(a)
of the Revised Organic Act of the Virgin
Islands pertaining to the salary of the gov-
ernment comptroller; and

H.R.8723. An act to amend the Welfare
and Pension Plans Disclosure Act with re-
spect to the method of enforcement and to
provide certain additional sanctions, and for
other purposes.

On March 22, 1962:

H.R.5143. An act to amend section 801 of
the act entitled “An act to establish a code
of law for the District of Columbia,” ap-
proved March 3,1901.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
McGown, one of its clerks, announced
that the Senate had passed a joint res-
olution of the following title, in which
the concurrence of the House is re-
quested:

8.J. Res. 171, Joint resolution providing for
the establishing of the former dwelling
house of Alexander Hamilton as a national
memorial.

COMMITTEE ON APPROPRIATIONS

Mr. THOMAS. Mr. Speaker, I ask
unanimous consent that the Committee
on Appropriations may have until mid-
night Friday to file a report on the sec-
ond supplemental appropriation bill for
1962.

The SPEAKER. Is there objection to
the request of the gentleman from
Texas?

There was no objection.

Mr. BOW reserved all points of order
against the bill.

HON. DAVID J. ARNOLD
Mr. FLYNT. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the Recorp.

The SPEAKER. Is there objection to
the request of the gentleman from
Georgia?

There was no objection.

Mr. FLYNT. Mr. Speaker, early this
morning I received the sad news of the
death of an outstanding Georgian and
a warm personal friend of mine, the
Honorable David J. Arnold, of Griffin,
Ga.

Mr. Arnold was a prominent business-
man, banker, a former chairman of the
Fourth District Democratic Executive
Committee, and a former member of
both houses of the General Assembly of
Georgia.

Our State has lost an outstanding
businessman, banker, political leader,
and I have sustained the loss of a life-
long, loyal, and devoted friend.

Mr. Arnold was a man possessed of
a dynamie personality as well as the
very highest character and integrity.

He was a public minded, progressive
businessman, successful in banking and
related businesses.

He was president of the Commercial
Bank & Trust Co. of Griffin, Ga., a strong
and progressive financial institution.

Mr. Arnold was born in Hampton,
Henry County, Ga., June 26, 1897. He
graduated from Hampton High School
in 1913 and from the Riverside Military
Academy in 1914. He graduated from
the Georgia School of Technology with
a B.S. degree in electrical engineering
in 1918, and afterward attended the
U.S. Military Academy.

Mr. Arnold was a member of the Bap-
tist Church and the Sigma Alpha Epsilon
Fraternity .

In 1929-31 he represented Henry
County in the House of Representatives
of Georgia. He was a member of the
Georgia Constitutional Commission of
1945 which revised and delivered the
present constitution of Georgia.

In 1933 he moved to Griffin, Ga., where
he made his home until his death.

In 1942 he was elected to the State
senate from the 26th senatorial district
which, at that time, comprised the coun-
ties of Spalding, Butts and Fayette. In
1944 he was elected to the house of rep-
resentatives from Spalding County. He
was a member of the State Democratic
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executive commitiee, and was a member

and a former chairman of the Fourth -

District Democratic Executive Commit-

tee.

On February 24, 1922, in McDonough,
Ga., he married Miss
Sloane, who with their daughter, Miss
Miriam Arnold—Mrs. William New-
man—survive him.

David J. Arnold was the son of Dr.
Robert Johnson Arnold, a prominent
physician of Henry County, Ga., who was
himself a representative in the General
Assembly of Georgia, from Henry

. County, in 1913-17, and Nellie Curry
Arnold.

His sister, Mrs. Frances Arnold Brown,
is the widow of Hon. Paul Brown,
late a Representative of the 10th District
of Georgia.

He is also survived by a brother, Rob-
ert O. Arnold of Covington, Ga., & promi-
nent textile manufacturer, businessman,

- former mayor of Athens, Ga., and pres-
ently chairman of the board of regents
of the university system of Georgia.

David Arnold, throughout his life, was
an able, courageous and strong individ-
ual who, through his ability and his in-
fluence, played a major role in the life
of his community and his State. His in-
fluence was an influence for good and
our community and our State are betfer
places because of the impact of his acti-
vity and of his life.

He will be missed and mourned by his
family, his friends, and the community
of which he was a part. I

Mrs. Flynt and our children join me in
extending to Mrs. Arnold and daughter,
Mrs. Newman, and Mr. Arnold’s brother
and sister, our heartfelt sympathy in
their bereavement.

CALL OF THE HOUSE.

Mr. GROSS. Mr. Speaker, I make the
point of order that a quorum is not
present.

The SPEAKER. Evidently a quorum
is not present.

Mr. ALBERT. Mr. Speaker,I move a
call of the House.

A call of the House was ordered.

The Clerk called the roll, and the fol-
lowing Members failed to answer to their
names:

[Roll No. 49]
Anderson, Ill. Dingell Shelley
Andrews Fascell Sheppard
Ashley Hoffman, Mich. Short
Bates Norrell Smith, Miss.
Bennett, Mich, Nygaard Spence
Blatnik O’'Hara, Mich. Steed
Bl Powell Stubblefield
Brooks Rains , Tex.
Celler Reuss Tollefson
Clark Roberts, Ala Tupper
Colmer Vinson
Dawson Scott Walter
Dent Belden Wilson, Ind.

The SPEAKER. On this rollcall 395
Members have answered to their names,
a quorum.

By unanimous consent, further pro-
ceedinxslm under the call were dispensed
Wi,

MINORITY VIEWS

Mr. McCULLOCH. Mr. Speaker, I
ask unanimous consent that the minor-
ity members of the Select Committee on

Ethel Miriam
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. Small Business be permitied to file mi-
nority views to accompany House Report
No. 1471 and that such views be printed
as part IT of such report. ¢

The SPEAEKER. Is there objection to
the request of the gentleman from
Ohio?

There was no objection.

REVENUE ACT OF 1962

Mr. MILLS. Mr. Speaker, I move
that the House resolve itself into the
Committee of the Whole House on the
State of the Union for the further con-
sideration of the bill (H.R. 10650) to
amend the Internal Revenue Code of
1954 to provide a credit for investment
in certain depreciable property, to elim-
inate certain defects and inequities, and
for other purposes.

The motion was agreed fo.

Accordingly the House resolved itself
into the Commitiee of the Whole House
on the State of the Union for the further
consideration of the bill H.R. 10650, with
Mr. RoosgvELT in the chair.

The Clerk read the title of the bill.

The CHAIRMAN. When the Commit-
tee rose on yesterday the gentleman
from Arkansas [Mr. MmLs] had 2 hours
and 11 minutes remaining; the gentle-
man from Illinois [Mr. Mason] had 2
hours and 15 minutes remaining.

Mr. MILLS. Mr. Chairman, I yield 1
minute to the gentleman from Louisiana
[Mr. HEseErT] and ask unanimous con-
sent that he may proceed out of order.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Arkansas?

There was no objection.

Mr. HEBERT. Mr. Chairman, as will
be recalled, on last Wednesday this Com-
mittee considered a bill which authorized
proceeding with the so-called RS-70
which was recommended by the Com-
mittee on Armed Services under the di-
rection of its distinguished chairman,
the gentleman from Georgia [Mr. Vin-
son]l. He and the Armed Services Com-
mittee received a vote of confidence in
this House by a vote of 403 to 0 to pro-
ceed with the RS-70.

This action of the chairman of the
Committee on Armed Services of the
House was based on an interchange of
letters from President EKennedy and
Secretary of Defense McNamara assur-
ing the committee a new study would
be made of the proposed program of the
RS-70.

Subsequent to that action there ap-
peared in the press of the Nation a state-
ment from a so-called high spokesman
of the Department of Defense who said,
in effect, that the exchange of letters
meant nothing; that nothing new was
promised, and that the same program
would continue in effect. This state-
ment caused considerable confusion and
misunderstanding.

I think it important to bring to the
attention of the House at this time,
in view of that vote and in view of the
conflicting statement, a statement re-
leased at 10:30 this morning by Mr. Mc-
Namara, Secretary of Defense. This is a
most important statement, and I ask your
inditglsenoe to pay very close attention
to it.

March 29

I now read the complete text of the
statement issued a few hours ago by
Secretary of Defense McNamara:

I am disturbed by reports that the study
of the proposed RS-70 weapons system
which I pledged in my letter of March 20
to Chairman ViwnsoN, is being handled in a
routine fashion,

The Air Force is carrying out the study
at my request. It prepared the Instructions
for the study on March 20 and issued them
on March 21. The study is being carried out
by an Air Force military-civilian team under
the direction of the Under Secretary, Dr.
Joseph Charyk. Maj. Gen. David Burchinal,
Director of Plans, has been assigned the re-
sponsibility for studying the operational uses
of the system. Gen. Bernard Schriever, com-
mander of the Alr Force Systems Command,
will be responsible for preparing detailed
analyses of alternative development plans,
including plans for the integration of re-
connaissance strike components into the air-
craft, for flight test of the completed systems,
and for possible flights of test aircraft be-
yond the three presently authorized. Work-
ing with General Schriever and General Bur-
chinal on the state of technical development
of the important components of the system,
including the sideview radar, data processing
and display systems, is the Assistant Secre-
tary of the Alr Force for Research and Devel-
opment, Dr. Brockway McMillan. Dr. Mec-
Millan will be assisted by a team of experts
from Wright Field.

More than 10 different contractors are
scheduled to assist the Air Force in the re-
Eﬁudkj; of the program over the next several
weeks.

Members of the Committee, I submit
this answers in full the position of the
Depariment of Defense and of Mr, Mec-
Namara, whom I congratulate on this
statement, which fortifies the position of
the House and that of Chairman Vinson
and the Committee on Armed Services in
the procedure which was adopted.

There are many who have misinter-
preted and distorted exactly what the
situation was following the conference
between President Kennedy, Secretary
McNamara, and Mr. Vinson. It has
been baldly misrepresented by some re-
porters and commentators that Mr.
Vinson and the Committee on Armed
Services had capitulated because it, in its
wisdom, had substituted the word “au-
thorize” for “direct.” The statement
made by the so-called high spokesman
in the Office of Defense gave strength to
this inaccurate presentation, It was a
gratuitous slap not only at Mr. Vinson
and the Committee on Armed Services
but at the entire House of Representa-
tives which had voted 403-0 to support
Mr. Vinson and his committee.

Surely a rose by any other name is
still a rose and smells just as sweet.
Just as positive are the real and true
facts surrounding the now famous stroll
in the White House rose garden by Pres-
ident Kennedy and Mr. Vinson. No
matter how distorted and misrepre-
sented the facts have been they are still
the facts and Secretary McNamara, by
his statement, has substantiated these
facts as presented to this body last Wed-
nesday. Facts are facts even distorted
by misrepresentation.

And if T may be permitied to para-
phrase some remarks of Mr. Vinson to
the Committee on Armed Services: “The
only smell is the sweet fragrance of the
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rose garden and Secretary McNamara's
statement takes care of that.”

Mr. Vinsony has not capitulated, the
Committee on Armed Services has not
capitulated, the House of Representa-
tives has not capitulated, and Secretary
McNamara boldly and firmly stands be-
hind his agreement to take a new look
at the RS-70 program and, if found
feasible, to proceed with its production
as authorized.

I hope this sets and keeps the record
straight.

Mr. MILLS. Mr. Chairman, I yield 15
minutes to the gentleman from Louisiana
[Mr. Bocasl.

Mr. BOGGS. Mr. Chairman, the
Committee on yesterday consumed about
half of the time allocated for general
debate, and at about 4 o’clock this after-
noon we will east, in my opinion, two
of the most important votes that we
will be called upon to cast in the 87th
Congress, if not in the postwar history
of the United States of America.

The vote will come, first, as I under-
stand, on a motion to recommit to be
offered by a distinguished member of the
minority of the Committee on Ways and
Means, and in the time allotted to me
I will seek to analyze, as best I can, the
proposals which have been brought to
our attention that will be in the motion
to recommit.

We have been informed that that mo-
tion will include two items: No. 1, a
straight striking of the investment
credit without any substitution therefor;
and No. 2, a straight striking of the
withholding provisions without any sub-
stitution therefor. There may or there
may not be other provisions in the mo-
tion to recommit, but I am informed—
and I may be presuming because the
minority at any time may change its
mind—that these will be the elements
in the motion.

Mr. Chairman, let us try to analyze
what is involved here. There has been
discussion in the business community as
to whether or not we should substitute
for the tax incentive, for the investment
credit, what is called a fast writeoff, fast
depreciation. Some segments of the
business community have said that they
would prefer that approach.

There has been some discussion in the
business community in which some busi-
nessmen have expressed a preference for
so-called fast writeoff, or fast deprecia-
tion. As far as I know there has been
no element in the business community
which has taken the position that they
need nothing.

Mr. Chairman, here in the year of our
Lord 1962, with a growing competitive
free enterprise, modernized industrial
plants in the Common Market countries
of Europe and in Japan in the Far East,
I know of no one in the business commu-
nity who does not maintain that we need
stimulation for new investment in the
United States of America at this time.

Mr. Chairman, the motion to recom-
mit does not substitute anything for the
provisions which we in the committee
have submitted for consideration to this
House. The committee looked at great
length to the suggestions about a fast
writeoff. The committee came to the
conclusion that under existing legisla-
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tion, wherever a given industry could
present a case in which they showed
that, because of obsolescence related to
automation or because of any number
of other economic factors, a more rapid
depreciation rate was justified, then un-
der existing law the Treasury Depart-
ment can prescribe regulations therefor
right now without changing a sentence
in the law as it stands.

Mr, WILLIS, Mr. Chairman, will the
gentleman yield?

Mr. BOGGS. I will be glad to yield
to the gentleman from Louisiana.

Mr. WILLIS. Do I understand that
the investment credit which the gentle-
man is now talking about is not a sub-
stitute for the normal depreciation under
our laws, but is in addition thereto?

Mr. BOGGS. The answer is “Yes”;
most assuredly yes.

Mr. Chairinan, to carry on the line of
thought for just one moment, in the case
of the great textile industry which has
maintained, and I think with consider-
able justification, that it has been sub-
jected to intense import competition,
that industry is now operating all over
our country, both in New England and
in the Southeast, with new deprecia-
tion schedules which are on the books
which reflect a realistic life. But more
is needed.

But, I say, Mr. Chairman, that this
recommital which we will have says that
business does not need anything more.
Now, frankly, I must say that I confess
some surprise about this approach com-
ing from this side of the aisle.

Many of us on our side of the aisle
have been confronted in political forums
and the other areas of public expression
with the charge that our party has been
unfriendly to business, that we have not
been sympathetic to the need for in-
vestment, that we do not understand the
requirements of capital, that we do not
know how much it takes to invest to
provide for just one employee, that we
are not aware of this great trend of
foreign competition, that seeing Ameri-
can industry pricing itself out of the
world market we are unwilling to do
anything about it.

One would, think after hearing these
expressions, all of which are subject to
rather careful scrutiny, that maybe our
side of the aisle would be opposing the
investment tax credit and this side of
the aisle would have proposed it. As a
matter of fact, it really is incompre-
hensible how the great Republican
Party, which has declared repeatedly
that it is the party of business and free
enterprise, should be completely opposed
to this proposal in the light of the mod-
ern conditions.

Let us look at some of the conditions
confronting industry. Let us try to as-
certain as best we can why industry
needs some provision at this time.

First, our population is growing at a
phenomenal rate. We read about the
so-called population explosion in Asia
and Africa and Latin America and else-
where in the world, but believe me, there
is a population explosion in the United
States. The population of my State of
Louisiana is 4 million or thereabouts,
maybe a little more or a little less. In
the course of 12 months we add to the
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United States of America a brandnew
State the size of Louisiana in popula-
tion, about 5 million in 12 months. This
means that by graduation from high
schools and colleges and training schools
and other preparatory institutions it is
incumbent upon our Congress to pro-
vide assurance that the economy will
provide well over a million new jobs per
annum for new people entering the labor
market,

In addition to this, this challenge
comes at a time when we see moving into
the economy a force which very few of
us understand, and that is a force called
automation. All of you experience
automation every day. I look around
the Capitol here and I see we have auto-
mated elevators. I guess it is a good
thing in order to give employment to
these youngsters that we still keep them
on these elevators, but they do not need
to be on them. There is an elevator
right over here that you can get on after
5 o'clock in the afternoon and there is
no boy on it. All you do is press a but-
ton and go where you want to go. We
keep the boys on to let them go to school
and get an education, and so on. But
in the office buildings in New York City,
Detroit, New Orleans, San Francisco,
Los Angeles, and Buffalo, there is nobody
running elevators any more. That is
just one example.

Years ago in my State, in the growth
of sugarcane we used literally thousands
and thousands of man-hours, and we
used labor in the rawest sense of the
word. Today it is estimated that 1 man-
hour of labor in the Louisiana sugar
flelds is the equivalent of 4,000 man-
hours of labor in southeast Asia produc-
ing the same thing.

In every form of industry we see the
need for automation. Elsewhere in the
world, there has been a faster pace of
automation than in the United States.
In the six countries now comprising the
European Common Market the indus-
trial plant percentagewise is probably 50
percent more modern than the American
industrial plant.

Now what does that mean? That
means that a plant built, let us say in
1958 producing a given manufactured
article, is competing with a plant built
in the United States in 1945 or 1950. It
means that the plant built in Europe or
the plant built in the Far East, let us say
in Japan, is more modern and more
automated, more productive, more com-
petitive than the plant built in Detroit
or Buffalo or Schenectady or New York.

What else does it mean? Well, it may
mean that this plant is built to compete
effectively in the American market, but
it more probably means that it competes
more efficiently and more effectively in
the marketplace of another country such
as Brazil, Argentine, or Peru, or some
other country in the world.

Now what does that mean? Let us
look at that for a moment. How does
that affect it? You hear about the
balance of payments. What is the bal-
ance of payments? What does a deficit
in the balance of payments mean? How
does that affect you and me? How does
it affect your constituents? What does
it do to business in Charleston, S.C., may
I ask my good friend and colleague from
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that great State [Mr. Riversl. Well,
let us analyze it for a moment. When
you have a deficit in the balance of pay-
ments, you have an outflow of gold.
Why do you have an outflow of gold?
Because it is more profitable then for
money to go elsewhere than it is for it
to remain here in this country. What
happens when that comes about? You
see it happening all around you right
now. The interest rate in the mutual
thrift institutions today is about 4%
percent. The interest rates in the sav-
ings banks are higher than they have
been at any time since the 1920's. In-
terest rates generally are higher than
they have been since that time.

What does that mean? That means
that a school bond issue in Charleston,
S.C., may cost twice as much as it would
cost if the interest rate had been lower.
That means that rather than build a
particular facilify which is desperately
needed, again because of the population
explosion, the local taxpayers may not
be able to afford it. What does that
mean? It means that instead of having
new jobs for new construction and in-
stead of buying new materials and buy-
ing materials and steel and automobiles
for transport and instead of building
houses for the workers to live in, these
things do not happen. What does that
mean? That means that you have a
backup all the way down the line.
‘What does that mean? Does it mean
new employment? No, it means unem-
ployment. What does that mean?
That means more deficit financing.
That means more problems of inflation.
It means more problems as to the stable
dollar.

What else does it mean in the world
picture? Does it mean that we recap-
ture the markets that we must have to
correct the balance of payments? No,
it means we continue to lose those mar-
kets. Now how do we bring about a
balance in this balance-of-payments
proposition? Let us look at the factors
affecting the balance of payments which
contribute to the imbalance. What are
the minus factors that affect the out-
flow of American dollars? They are mili-
tary establishments all over the world.
There are foreign aid programs. There
is tourism, people traveling all over the
world. There are investments all over
the world.

Now let us take the plus factors one
at a time. What are the plusses of the
balances of payments?

First. The return from investments
abroad, in other words, a comeback of
the dividends.

Second. Tourism, people traveling in
the United States from elsewhere.

Third. Most important of all, Ameri-
can exports to other places in the world.

Now what do you do about that? Can
we at this stage of our history call our
troops back to our shores? Can we
abandon the posts and bases that we
have?

Can we abandon the Air Force base?
Can we leave Germany with the Berlin
crisis a continuing cancer for the whole
ifree world? Dare we abandon our bases
in the Far East with the Red Chinese
Communists sitting there waiting to
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gobble up all of southeast Asia? Dare
we do it? If we did, we could save 3 or
4 billions a year in the balance of pay-
ments. We cannot do it, I do not be-
lieve. So we cannot have much saving
there.

We have effected quite a lot of savings
in certain buying policies. We are now
insisting that our troops buy more from
American producers so that we do not
have a drain on dollars there. There are
several other things we could do which
become almost totalitarian. We could
stop people from fraveling abroad; we
could say this to your constituents who
want to go to Europe or to Asia or some-
where else: You cannot take more than
$100 with you. Other countries have had
to do this. We do not do it, and let us
hope we will never have to do it.

What are the plusses? The plusses
are, No. 1, exports. Last year we had a
surplus of exports over imports of about
$5 billion. The whole impact of the tax
incentive program is to give our indus-
try a competitive position wherein it can
recapture some of the export markets it
has lost and couple that with the trade
program where they will be able to move
in and compete for this vast new grow-
ing outlet in the Common Market of Eu-
rope. Those are the issues involved.

I say that it is an act of foolishness,
I say it is dangerous, I say we are taking
a chance today that we should not take
in saying to American industry whether
it be big, small, little, or in between, or
however you may describe it—in saying
we are not going to give you any help
whatsoever in this world situation we
now face. That is what the situation is.
I could go on and show you graphs and
diagrams, show you the massive effects
of this credit.

This credit is estimated at $1.2 bil-
lion in tax revenue, but let me tell you
what that means. That means that
there must be many more dollars in-
vested in order to get the credit. I know
a lot of people who are now waiting to
find out whether or not we pass this law
as to whether they will go ahead and
make these investments. Few people
realize the extent of the effect that the
help here provided will have. The stim-
ulation will indeed be tremendous. Not
only will we recapture the $1,200 million
but there will be a net gain in the future
that will greatly exceed that figure, be-
cause for a company to gain a credit of
7 percent on a given amount of money
they would have to invest many millions
of dollars. That is the whole principle
involved in this tax incentive program.

What happens if we do nothing? Let
us examine that for just one moment.
The rate of growth in our country last
year despite all the so-called stimula-
tion was something around 3 percent.
The rate of growth in the six Common
Market countries approached 6 percent.
In our couniry last year—these are
facts; I am not trying to gild them
over—I know we continued to suffer from
economic unemployment, but today in
the six Common Market countries there
not only is full employment, there is

v be.i.ng un-
employment, people are now what they
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call overemployed; they have more
than one job. Some people have two
jobs, some people have three. As a mat-
ter of fact, a few years ago, prior to the
Treaty of Rome and the beginning of
the Common Market, there was vast
unemployment in Italy. Today, thanks
to the free movement of workers from
Italy to Belgium, to West Germany, and
France, there is practically no unem-
ployment in Italy. Now, England, the
United Kingdom, is reversing 500 years
of foreign policy in deciding to come in
as a full participating member of the
Common Market. When England goes
in there will be 225 million trained peo-
ple, there will be a market as vast as the
one we experienced in the original com-
mon market, called the United States of
America.

In light of these conditions, in light of
modernized industry in this new era, in
light of the new political impetus operat-
ing in united Europe, are we to sit back
and say to our industry, to our business
people, our railroads, our transport in-
dustry, to our utilities, to our service in-
dustries, that we are not going to give
you one iota of help despite these new
conditions that prevail in the world in
which we live today? That is what the
motion to recommit will do and I trust
when that vote comes at 4:15 this after-
noon each and every one of you will re-
member that. The telegrams you have
received, telegrams against the program,
are telegrams hoping for a substitute.
If this is voted down there will be no sub-
stitute and we will be confronted with a
real economie crisis in our country.

There is one other matter I would like
to deal with for a few moments. The
other segment has to do with withhold-
ing. I do not like withholding. When
I get a check over here from the Ser-
geant at Arms office it is withheld on.
A fellow who works in a plant is with-
held on. If anybody pays a nickel
in wages, a part of it is withheld. We
have worked out this proposition so that
anyone who has no tax liability will have
nothing withheld by the execution of a
simple statement, pure and simple. In
the case of elderly people it will amount
to a very considerable sum of money,
as you know, because of the special pro-
visions and the exemptions provided to
people who are old. In the case of young
people 18 years of age and under there
is an ouftright exemption. This means
that the only people who can conceivably
have any real complaint are those peo-
ple who do not want to pay their taxes.

Mr. Chairman, this does not impose a
new tax, this does not make a liability
that does not exist now under the law as
it is, under the Internal Revenue Code
of 1954 drafted under the direction of
the late distinguished and lovable gen-
tleman from New York, Dan Reed, and I
sat there and worked with him on it.
Under that code this tax is due.

This provision is based on the fact that
there is almost a billion dollars of
taxes—$850 million, to be exact—being
evaded and avoided in this area, some-
times through negligence, sometimes
through ignorance, oftentimes and un-
fortunately probably more frequently
through fraud and dishonesty.
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The CHAIRMAN. The time of the
gentleman from Louisiana has expired.

Mr. MILLS. Mr, Chairman, I yield
the gentleman 5 additional minutes.

Mr. O’'NEILL. Mr. Chairman, will the
gentleman yield?

Mr. BOGGS. Iyield to the gentleman
from Massachusetts.

Mr. O’'NEILL. I think the remarks of
the erudite, learned gentleman are to be
commended. I would like to know, how
do you answer the businessmen who are
objecting to the fact that there is so
much work going to be entailed in their
operations by this change?

Mr. BOGGS. If is due to the system
we are living in today. The so-called
redtape involved here is less complex
than the redtape involved in withhold-
ing on wages. The withholding system
under the bill is efficient.

If there was any other way of getting
this revenue nobody would be here ad-
vocating this. But here is the situation:
We are doing this for justice to the
honest taxpayer, for justice to the man
who sits down and says, “Here is how
much I earned. I do not like this tax. I
think it is too high. Here is what I can
claim in exemptions and in deductions
and here is my check for what I owe the
Government of the United States.”

In justice to that honest man, I do not
see how we can vote for this proposal
which says we ought to knock that out
of the bill and we are not going to
knock out the other provisions.

Let us analyze the motion to recom-
mit just a bit further. There are many
things in this bill. There is one pro-
posal which seeks to equalize the tax
formula between the so-called stock in-
surance companies and the so-called mu-
tual insurance companies. There is an-
other proposal which seeks to equalize
the formula between the so-called mu-
tual thrift organizations, such as build-
ing and loan associations, and mutual
banks and commercial banks. There is
another provision in this bill which
seeks to equalize the tax situation be-
tween the corporate entity paying 52
percent and the cooperative entity pay-
ing a different percentage. There are
other provisions in the bill which seek
to make some delineation on what a
man can spend under the word “enter-
tainment” or “business expense.” There
are other provisions dealing with in-
comes abroad. But, this motion to re-
commit deals with none of those. The
people involved in all of these areas of
taxation feel that in some respects, at
least, they are being imposed upon.

The committee, in its wisdom, in its
judgment, after months and months and
months of hearings and executive con-
sideration, decided on these formulas
which, in its collective judgment, it feels
are fair, equitable, and justified. But,
now, all of a sudden, we are to be con-
fronted with a motion to recommit. It
says nothing about the eo-op who com-
plains; it says nothing about the mu-
tual who complains; it says nothing
about the hotel that complains; it says
nothing about the big investor who com-
plains, but it is taking a swipe to cut the
throat of American business and pro-
tect those who are refusing to pay their
just taxes by striking out withholding.
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Mr. BYRNES of Wisconsin, Mr.
Chairman, I yield myself such time as
I may require.

Mr. Chairman, I was trying to get
the attention of the gentleman from
Louisiana to suggest to him that those
who have complaints about these other
sections of the bill which e referred to
will have ample opportunity to express
that dissatisfaction on the final passage
of the bill.

Mr. VAN ZANDT. Mr. Chairman, I
ask unanimous consent to extend my re-
marks at this point in the REecorbp.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Pennsylvania?

There was no objection.

Mr. VAN ZANDT. Mr. Chairman, in
opposing H.R. 10650, a 240-page tax bill,
I do so on the grounds that the bill has
been amended in a halfhearted manner
several times since being reported out
by the House Committee on Ways and
Means. It is still in my opinion an un-
satisfactory bill. The amendments re-
ferred to were drafted hurriedly and
rushed through the committee for the
purpose of quieting criticism and in the
hope of garnering sufficient votes to se-
cure approval by the House of Repre-
sentatives.

H.R. 10650 as reported by the commit-
tee left much to be desired. Even with
the subsequent amendments, the bill is
still bad legislation, and I intend to op-
pose enactment of it in its present form.

When voting on the rule which
brought this bill to the floor of the House
for 8 hours of debate, I voted in the
negative because the rule is meaningless
since no amendments are permitted ex-
cept as part of the motion to recommit
the hill.

The fact that the bill has been
amended several times by the commit-
tee since it was reported out of com-
mittee, reveals the glaring weakness of
the legislation. In addition, the closed
or gag rule denies many of us the oppor-
tunity to amend the bill, and by so do-
ing, to eliminate further complexities of
our tax problem as well as a loss of rev-
enue. The result is that the bill is be-
ing described as a budget buster, since
in its present form it will actually de-
crease rather than increase tax revenue;
thus, adding to our national debt which
is now $300 billion and since January
1961 has heen increasing at the rate of
$1 billion monthly.

The section of HR. 10650 which has
aftracted the most criticism from my
congressional district is the proposal to
withhold taxes on interest and dividends.
Speaking frankly, in order to pay part of
the tax bonanza to business, many mil-
lions of our people who have a savings
account, a share of stock, or an insurance
policy, or who belong to a cooperative,
will be subjected to withholding on the
interest or dividends they receive. Ac-
cording to the Commissioner of Internal
Revenue, when we count only payments
of $10 or more, there will be more than
350 million savings and shareholder ac-
counts alone that will be subject to with-
holding.

If Mrs. Jones has a savings account of
$100, instead of getting at 4 percent $4
interest credited to her account, she will
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get only $3.20. The bank will send 80
cents to the Treasury. The bank will
not, however, tell the Treasury whose
account this 80 cents was taken from.
To get the other 80 cents, she will have
to go through the redtape, trouble, and
expense of filing an exemption certificate
every year or filing for a refund. She
will have to do this even though she owes
no taxes.

This provision will produce massive
overwithholding and will be an adminis-
trative nightmare not only for these mil-

lions but also for the banks, savings and

loan associations, cooperatives, corpora-
tions, insurance companies, and the In-
ternal Revenue Service.

In my study of this particular provi-
sion, many experts on tax laws insist that
the bill in its present form is “full of
bugs,” prinecipally because the proposal
on the withholding of interest is not all
inclusive since no provision is made for
interest withholding by private lenders—
those other than banks and corporations
who lend money. My source of infor-
mation tells me that such exceptions
would encourage loan sharks and fly-by-
night operators in the eredit field.

Mr. Chairman, after reading most of
the hearings and listening to the debate
on the bill I am convinced there is still
much confusion in the minds of many
of us as to the actual intent of the legis-
lation. Therefore this bill should be re-
turned to the House Committee on Ways
and Means for further hearings. We still
have ample time left with several
months ahead of us before adjournment
and for that reason a further effort
should be made to bring to the floor of
the House a bill stripped of confusion
and inequities, and one that will promote
tax equality in the truest sense and yet
produce badly needed revenue for our
Government.

Mr. ENOX. Mr. Chairman, I yield
myself 15 minutes.

Mr. Chairman, the bill we are now
considering contains several gross in-
consistencies with other administration
programs and fails to take adequate and
proper notice of the economic facts of
life applicable to this Nation and its
world position. The Revenue Act of
1962 has been billed by administration
spokesmen as the first step in a program
of sweeping tax reform. Reforms usually
are considered to be attempts to improve
that which is being reformed. While
the bill before us strikes off in the wrong
direction from any number of stand-
points, I intend to discuss here only a
few of the more unwise and unjustified
measures being advocated.

Section 19 of this bill, which deals
with withholding on dividends and in-
terest at a flat 20-percent rate will, in
operation, result in approximately $600
million of increased revenues if Treasury
Department estimates are correct. This
would be fine except for a number of
things. First, this increased revenue
will to a significant extent stem from
unjust enrichment of the Federal Gov-
ernment at the expense of unsophisti-
cated taxpayers who have no tax liabil-
ity. The Internal RRevenue Service will
in effect slip its fingers into the pockets
of millions of Americans, remove small
sums to which it is not entitled and Lepe
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that these taxpayers will not notice and
ask a refund, and then attempt to justify
this confiscatory action on the grounds
that the millions of dollars gained in
aggregate are partially balancing out
other provisions of this bill. This con-
cept of so-called tax reform is completely
repugnant to any sense of equity or jus-
tice in our manner of tax collection. It
is precisely this type of concealment of
hidden charges that President Kennedy
complained of in his message on con-
sumers the other day. Yet we have in
this bill an administration proposal that
the Federal Government should set the
questionable example of following a hid-
den-charge policy—a policy of taxation
without tax liability; for who is to doubt
that literally millions of small share-
holders who have no tax liability will
have tax withheld but no tax refund.

I can find no protection for the con-
sumer in this attitude. I submit that
before our Government starts demand-
ing better treatment of the consumer on
the part of the so-called private sector
we had better start showing some con-
cern in the public sector for better
treatment of our taxpayers.

Second, this withholding proposal will
tend to have a stifling effect on our econ-
omy by blunting the incentive to invest
on the part of millions of small investors
who will be discouraged from investing
by the administrative complexities of
this section, This factor alone could
offset any benefits estimated to accrue
from this section of the bill, In addition
this blunting of capital available to
strengthen the upward thrust of the
economy could well result at a time
when a much faster growth rate is
vitally necessary.

Third, the proposal to withhold inter-
est and dividends would work a hardship
on the millions of small investors who
depend upon this income as a vital sup-
plement in providing for their daily
needs. Only through filing papers and
more papers saying they expected to pay
absolutely no tax for the coming year
could they hope to have the use of these
funds on a timely basis throughout the
year.

Finally, this withholding portion of the
bill will result in an administrative mon-
strosity and add further complications
to an already overly complex tax re-
porting system. It is, as is pointed out
in the committee report, conservatively
estimated that half a billion accounts
will be affected by this proposal. To be
sure many of these will involve only
nominal amounts, but it is precisely these
accounts which the Treasury impliedly
expects that citizens will forget. How-

- ever, if they refuse to overlook this
Treasury pickpocket attitude I men-
tioned earlier, it is obvious that a great
deal of time and expense will be ex-
pended in correcting the massive over-
withholding. In addition, the taxpayer
affected is going to have a difficult time
in determining what if any refund he is
entitled to since the bill provides for no
certificates similar to W-2 forms for the
citizen to use to substantiate his claims.
Further, a “break” is given to the big in-
vestor which is inequitable, in that he,
even though he should be taxed at a
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higher rate, will only have taxes withheld
at the 20 percent rate.

While I certainly feel that income
properly subject to taxation should be
reported, the withholding proposal ad-
vocated in this bill will be, if adopted,
questionable in revenue effects, inequi-
table in operation, and result in com-
pounded confusion and an administra-
tive nightmare. There are better ways
of correcting any underreporting in this
area without deliberately imposing a sys-
tem that will inevitably result in over-
withholding.

Now—the investment credit provisions
as contained in section 2 of the bill will
fall far short of the boost for our econ-
omy that its supporters claim for it, and
at the same time will contribute sub-
stantially to another monstrous Federal
deficit for fiscal 1963. The combination
of adverse effects of this bill could liter-
ally cause irreparable harm.

This provision of the bill has been
soundly opposed by nearly every major
segment of our economy. The reasons
for this opposition are plain. To begin
with, this proposal will not result in any
great boost for our economy, nor will it
result in any substantial modernization
of our Nation’s manufacturing equip-
ment. What it will do is provide a
“windfall” for a relatively small portion
of our economy and provide no incentive
to further invest whatsoever for vast
segments of it. The provision will
greatly reward those companies which
have done little or nothing over recent
years to keep up to date in moderniza-
tion, and will in effect penalize the most
forward-looking firms. In addition, the
provision completely ignores the serv-
ice and distributing segments of the
economy.

A far wiser, more equitable, and vastly
more beneficial course of action, both
from the standpoint of immediate effect
and long term results would be to under-
take a significant overhaul of the de-
preciation rates and schedules and pro-
vide inventory tax deferrals as outlined
in the minority views of the committee
report and embodied in the bill, HR.
10608, introduced by our esteemed col-
league, the gentleman from Wisconsin
[Mr. BYrNES].

Of course, one standout factor in the
administration’s proposal on investment
credit is the adverse effect it would have
on the budget balance for fiscal 1963 and
subsequent years. The effect far out-
weighs the minute plus factor the pro-
visions could add to our Nation's econ-
omy. Before we recklessly cut our
Nation’s tax revenues in the face of enor-
mous increases in Federal spending, we
should take all measures necessary to
determine that the proposal will have a
beneficial effect on our economy of con-
siderable proportions., This would not be
the result of the present investment
credit provision in the bill before us.
This provision was adopted by a majority
of the committee despite overwhelming
testimony against the proposal and clear
cut indications of the far more desirable
effects of basic depreciation reform both
as to schedules and rates. This testi-
mony came from tax experts and econ-
omists from nearly every segment of
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our economy as outlined in the minority
views. The end result of the majority
decision of the committee is to force a
watered-down, unwented administra-
tion proposal down the throats of busi-
ness,

I highly recommend to the House that
we approve the motion to recommit the
bill directing the Committee on Ways and
Means to eliminate section 19 which pro-
vides for the withholding of interest and
dividends, and section 2 the investment
credit provision. By this action the
House would be easing the tax burden of
the taxpayers and producing a savings
of $940 million in the fiscal year just
ahead, which begins July 1, 1962. We
would then have a truly revenue pro-
ducing bill and not a revenue loss of
just short of $400 million dollars in
fiscal 1963.

Two sections of the bill dealing with
the taxation of oversea income, sections
11 and 13, the so-called gross-up and
U.S.-controlled foreign corporation tax-
ation proposals are unjustified in con-
cept and dangerous in contemplated op-
eration. These provisions will further
handicap the ability of U.S. businessmen
to compete in world markets. The net
result of these provisions will be to injure
U.S. business at home, increase vastly
the cost of doing business overseas, vio-
late innumerable reciprocal tax treaties,
and vitiate any attempt by this admin-
istration to make this Nation more com-
petitive in world markets. It would
wrap our corporations which have for-
eign subsidiaries in a choking cloak of
redtape and burden them with addi-
tional taxes that their foreign competi-
tors do not face. It is, as the minority
report points out, “isolationism at its
very worst.” It would rob many of our
companies of the benefits of patents and
processes now used to this country’s ad-
vantage. It would expose the economies
of our free world allies to Communist
economic exploitation to our direct detri-
ment. It would be inequitable in that it
would impose double taxation on foreign
income but would provide for no similar
Government share in bearing of losses
in foreign ventures. It would break
faith with hundreds of U.S. businesses
which this Government has encouraged
and induced to expand overseas in an
effort to speed developments of those
nations. It would greatly impede de-
velopment of the emerging nations in
that U.S. firms could no longer invest
with confidence because they would have
no assurances that they would not be
discriminated against by Presidential
decree that that nation was no longer
on the qualified list of underdeveloped
countries. Thus, this provision runs
exactly contrary to every foreign policy
statement of this administration and
previous administrations, and throws a
shadow of grave doubt on the sincerity
of Kennedy administration statements
about wanting to make this Nation com-
petitive in the world of today and to-
MOITow.

We are hearing much talk in this
session of the Congress about the need
to improve America’s economic strength
both at home and abroad. The Com-
mittee on Ways and Means is presently
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conducting hearings on the President’s
tariff proposals. One thing is becoming
increasingly clear. Tariff revision alone
will not make this Nation competitive in
world markets. All it alone will do is
open this Nation to a flood of imports,
while we hope to obtain similar lowering
of tariff walls abroad. A vital ingredient
in any effort to improve our position is
missing, and it is the true key to ex-
panded trade and economic growth.
This key is basic tax reform. The need
is patently and plainly evident that we
must clarify and simplify our tax system,
not add further confusion. We must
provide sound, logical tax programs that
will enable our firms, be they of manu-
facturing, service or distributive nature,
to modernize and expand to the maxi-
mum degree possible. We must remove
a significant portion of the overwhelm-
ing tax burdens our businesses bear, so
that we do not send them into the world
trade battle with their hands tied behind
their backs. If we are to accept the
challenges and promises for the future
offered by an expanding European Com-
mon Market, by an increasingly com-
petitive Japan, by rapidly industrializing
and modernizing nations all over the
globe; if we are to realize fully the vast
potential inherent in this Nation, then
we must do one thing. We must, be-
ginning right now, stop harassing, hin-
dering and handicapping our American
free enterprise system and start giving
it the freedom and encouragement it
needs.

Mr. KUNKEL. Mr. Chairman, will
the gentleman yield?

Mr. ENOX. Iyield to the gentleman.

Mr. KUNKEL. What I would like to
know is how they arrived at their esti-
mate of how much money they have lost
by the failure of these people to pay
taxes. How can they get any kind of an
accurate slant on that?

Mr. KNOX. The question was asked
by the committee at the time represent-
atives of the Treasury Department ap-
peared before the committee. Through
their actuaries they claimed that there
was approximately $600 million that was
lost revenue. How they determined it,
we would have to find out from the actu-
aries, or perhaps some other member of
the committee may have access to that
information. I do not.

Mr. KUNKEL. Mr. Chairman, will
the gentleman yield further?

Mr. ENOX. I yield to the gentleman.

Mr, EUNKEL. If they know that that
revenue has been lost, why do they not
collect it?

Mr. KNOX. Of course, they have the
tools to colect it. If this was actually
a loss, they should have made an effort
to collect it.

Mr. KUNKEL. If they can make an
accurate estimate, then why can they
not make the collection?

Mr. ENOX. They certainly have all
the tools to go ahead. They have, in
the Internal Revenue Service, all of the
investigators and auditors, and so forth;
and, of course, if they are not astute
enough to go out into the field and do
the job, then it is not the responsibility
of Congress to do the job for them, a
-job which rightfully belongs in the ad-
ministration.
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the gentleman yield?

Mr. KNOX. Iyield to the gentleman.

Mr. WIDNALL. Does the gentleman
have any estimates of the windfall, the
bonanza that would be given to com-
panies such as the telephone company
and International Business Machines?

Mr. ENOX. I am reluctant to name
any specific companies, but it is true
that it runs into hundreds of millions
of dollars.

Mr. WIDNALL. Mr. Chairman, will
the gentleman yield further?

Mr. ENOX. I yield further.

Mr., WIDNALL. I ask this question
as I happen to be a stockholder in both
companies. I think it is dead wrong for
either one of them ifo get any money
out of this bill, because of the fact that
they have proven in the past their ability
to finance every blessed program they
want. This is force feeding to companies
that do not need it. It gives them a tre-
mendous tax windfall.

Mr. KENOX, I agree with the gentle-
man. Of course, some companies, such
as those the gentleman has mentioned,
have made it publicly known that they
were not interested in the so-called 7
percent credit.

Mr. WIDNALL. I thank the gentle-
man,

Mrs, CHURCH. Mr. Chairman, will
the gentleman yield?

Mr., ENOX. I yield to the gentle-
woman from Illinois.

Mrs. CHURCH. Mr. Chairman, I

- must at the beginning make honest con-

fession: I am certainly no tax expert, as
are the members of the Ways and Means
Committee of the House. One state-
ment however can be made with equal
truth. After I sat here yesterday for
4 hours listening to the pros and cons
expressed on this legislation, it was evi-
dent to me that my worst fears were
justified as a taxpayer of this country,
which is, of course, what I am. And
there are millions like me who have long
merited relief from, rather than addition
to the tax burdens, which profligate
congressional spending has placed on
this couniry.

As T watched the deliberations of the
House Committee on Ways and Means,
which I honor and respect, over a period
of many months, I became convinced,
from the testimony of those in my dis-
trict who thought that they might be
adversely and unjustly affected, and of
all in my district who feared that the
eventual bill might not even meet its
announced goal, that this Congress must
examine the legislation closely and
diseriminately. The discussions here
yesterday and again today, equally con-

‘vince me that the committee has

brought out on the floor a bill that is
inequitable and discriminatory and in
itself bound not to serve the purpose of
a revenae bill. The purpose of a revenue
bill is either to increase revenue or to so
stimulate the economy as to make avail-
able more tax money as well as more
income for the people. This bill will do
neither. I regret that in the brief time
allotted to me, I cannot in detail expose
the full weaknesses and dangers inher-
ent in its passage. I would say to the
gentlemen, whose work on the committee
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I also greatly admire, that unless this
bill is improved through the motion to
recommit, I shall certainly vote against
it. In fact, considering the other
features of the bill which we have been
denied the right to change by amend-
ment or to make good substitution for,
I am inclined at this moment to assure
the gentleman that I will vote against
the bill anyway.

Mr. ENOX. I concur in the views
expressed by the gentlewoman.

Mr. Chairman, I reserve the balance
of my time.

Mr. Chairman, I yield 5 minutes to
the gentleman from New York [Mr.
Finol.

Mr. FINO. Mr. Chairman, at the
very outset, I want to say that I am op-
posed to this tax-reform bill and will
vote against it.

Under this bill, a tax break is proposed,
not for the hard-pressed American tax-
payers who sorely need tax relief, but
for businesses which invest in machinery
and equipment for expansion purposes.
Of course, this tax credit to business will
mean a tax loss to our Treasury amount-
ing to over $1 billion. So to recoup this
loss it is proposed in this bill that we in-
crease tax collections, and this, in sub-
stance, amounts to a tax bill.

There are two proposals in this tax bill
which are very objectionable, The first
one is the proposal to impose a heavier
tax on mutual savings banks and sav-
ings and loan associations. This would
certainly have a serious and disturbing
effect on the whole home-building in-
dustry in this country.

This tax, if it goes through, will cut
deeply into the net profits-of these asso-
ciations by lowering the net earnings and
thereby threatening the rate of return
they pay their depositors who alone
share in these earnings.

We all know that the mutual thrift
institutions are the primary source of
mortgage funds that finance the build-
ing and buying of homes. This pro-
posed tax will reduce the savings and
thereby constitute a threat to the avail-
ability of mortgage funds for home con-
struction in the United States. It will
force interest rates on mortgages to a
higher level which will discourage the de-
mand for housing loans. A seriously
retarding effect on the national economy
will be the logical consequence.

The other equally objectionable part
of this legislation is the proposal to with-
hold Federal income tax on interest and
dividends. For many years, tax admin-
istrators, legislators, and other econo-
mists have echoed the warning that the
tax structure should be simplified. Yet,
we have before us a proposal which leads
us away from simplicity. Millions of
additional operations would have to be
performed both by taxpayers and the
Government in order to carry out this
proposal.

This administration would lead us to
believe that the withholding system will
be a simple procedure with little addi-
tional compliance and administrative
cost. However, if we look into the
actual mechanics of operation that will

.be required, we can readily see that it

will be far from simple. Take the case
of the banking financial institutions, for
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example, who have millions of deposi-
tors. These institutions will be required
to make millions of withholding entries
on these records. Even exempting in-
dividuals under 18 and over 65 years of
age, will not lessen the job to any great
degree. On the contrary, it may cause
additional confusion and work, because
the institutions will be confronted with
handling numerous exemption certifi-
cates.

Furthermore, although not compelling
under the proposal, good business prac-
tice will require the institutions to spend
time~consuming efforts in informing the
interest recipients about the operation
of the provision. Notification to the de-
positors as to how much has been with-
held from their interest payments will
be necessary. In some cases the banks
and other associations will even have to
help depositors fill out their income tax
returns to reflect the withholding
properly. .

This problem will be accentuated, be-
cause individuals will be discouraged
from depositing their funds in banks and
savings institutions. They will be reluc-
tant to become involved in the withhold-
ing procedures. They will be more in-
clined to shift their savings to tax-ex-
empt and tax-deferred investments, or
to spend most of their small surpluses
which they might otherwise save. Thus,
thrift would be relegated to a low
priority.

The impact on life insurance compa-
nies will be one of additional cost of op-
erations. This not only will be adverse
to the industry but also to the economy
in general. Even on simple accounts the
insurance companies will face costly
bookkeeping expenses of recording the
amounts withheld from accounts. Other
transactions will create more serious and
costly problems. Certain contractual
arrangements such as policyholder divi-
dend accumulations, interest added to
certain death benefit payments, and in-
terest paid under death benefit settle-
ment options will require more exten-
sive bookkeeping operations.

We must remember also that life in-
surance companies depend largely on
earnings from investments to meet their

contractual policy commitments. The:

life insurance industry has estimated
that withholding 20 percent of its invest-
ment income from dividends and interest
will deprive it, for varying periods of
time, the use of about half a billion dol-
lars over a period of 12 months. This
in turn will deprive the economy of these
much needed funds.

There are an estimated 15 million
stockholders, most of them wage earn-
ers, in the United States. Accounting
entries must be made by the distributing
corporation to show the extent of the
withholding of tax on their dividends.
It takes little imagination to realize the
cost of this kind of a system to a large
company such as the American Tele-
phone & Telegraph Co., which has nearly
2 million shareholders, or to the United
States Steel Corp., which has about a
third of a million shareholders. Fur-
thermore, even though most small cor-
porations will have many less stock-
holders than the giant corporations, the
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additional cost to them may be relatively
more burdensome, and deprive them
of a relatively greater portion of needed
capital.

Serious skepticism has been raised by
well-informed groups about the validity
of the estimated revenue loss that pres-
ently results from unreported interest
and dividends. Thus it would be fool-
hardy to embark now upon such an un-
desirable program of withholding. At
least the decision whether or not to im-
pose such a system should be held in
abeyance until the public is given greater
assurance of the reliability of the esti-
mates. This is important for at least
two reasons. First of all, unless it is
clearly demonstrated that this evasion
does in fact exist to the extent alleged,
the business community should not be
subjected to administrative burdens
which will certainly be difficult to re-
scind. Secondly, we have spent little
time in allowing our educational pro-
gram in this area to work. The educa-
tional program to which I refer is the
practice of interest and dividend payers
notifying the recipients of their legal
tax liability on these forms of income.
Moreover, we are now establishing a
nationwide automatic data processing
system which should ferret out tax
evasion methods. This is a taxpayer
number and electronic computer system
to make sure that dividends and inter-
est are reported. ,

I dread the thought that we might em-
bark on a program of tax withholding
on interest and dividends before we have
had a satisfactory test period for the
educational and automatic data process-
ing programs. Such a withholding sys-
tem would result in unnecessary busi-
ness expense, additional governmental
administrative costs, individual taxpayer
hardships, and retarding effects on the
economy. A proposed program that
would have these undesirable results is
one that must be unequivocally defeated.

The ill effects and the hardships this
pill will cause are too great to justify its
passage or even to warrant further con-
sideration. I urge the Members of this
House to vote against this bill.

Mr. ENOX, Mr. Chairman, I yield 15
minutes to the gentleman from Cali-
fornia [Mr. Urtl.

Mr. TEAGUE of California. Mr.
Chairman, will the gentleman yield?

Mr. UTT. I yield to the gentleman
from California.

Mr. TEAGUE of California. On pages
166 and 192 of the bill before us pro-
viding for a tax on farmer cooperatives
and providing for the withholding of
patronage dividends, REA cooperatives
are obviously excluded and exempted. I
call this rank and inexcusable diserimi-
nation.

Mr. UTT. Mr. Chairman, I would like
to open my remarks by quoting a state-
ment made by the present chairman of
the Ways and Means Committee when he
was debating the tax revision bill of 1954:

Mr. Chairman, I find myself today in a
position that I do not relish because of the
great affection I have for the chairman of
the Committee on Ways and Means and all
the members of the committee, many of
whom are in disagreement with the position
I shall take on this bill.
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May I say, Mr. Chairman, that the
gentleman from Arkansas expressed the
sentiments which I have today.

Further quoting the gentleman from
Arkansas, CONGRESSIONAL REcorp, vol-
ume 100, part 3, page 3525, he stated:

This bill is taxing for another year at the
present 562-percent rate all the corporations
in the United States that earn money, but
as & handback with the other hand in the
same taxable year, $619 million goes to cor-
porations that can qualify for these enlarged
benefits that are extended under the bill in
the form of additional depreciation and in
the form of loss carrybacks and so on, and
even depletion is affected here in some in-
stances for some corporations. But the great
majority of the corporations in the United
States, Mr. Chairman, have received no tax
relief since this administration came into
office last year.

The majority of the Ways and Means
Committee has presented a tax bill which
does exactly what the gentleman from
Arkansas so abhorred in 1954.

Mr, Chairman, I wish at this time to
call your attention to some of the state-
ments made by the Democratic Mem-
bers of the House Ways and Means
Committee during the debate on the tax
revision bill of 1954 with specific
reference to investment incentives. Mr.
Forand made the following statement
on the floor of this House:

The Republican program, as enunclated
by the President, and as set forth in this
bill, provides for a return to the theory of
Alexander Hamilton and later Andrew
Mellon—a theory that places property rights
ahead of human rights; a policy of trickle
down—that is, the idea that If you take
care of those at the top of the economic
ladder, the benefits eventually will trickle
down to those at the bottom. That theory
was used in the 1920's and resulted in the
never-to-be-forgotten depression of the
early 1930's.

Emphasis is being placed on the need for
incentives to business to increase produc-
tive capacity. That would be wise in normal
times. But we know that today we have
more production than we can consume.
What we need right now is consumer dollars,
80 that goods will start moving, and thus
create a demand for more production.
Raising exemptions will mean more con-
sumer dollars. Evidence of the need of
this is all around us.

The following is a statement made by
?;agresaman Eberharter on March 17,

Of course, Mr. Chairman, we have suc-
ceeded in doing this; we succeeded in
alerting the people of the country to the
fact that this is a tax bill slanted in one
direction. When you look at the figures
and search through them, instead of all
this smokescreen and talk about incentive,
when you get down to the cold facts and
figures, you cannot help but conclude that
90 percent, at least, of the benefits of
this reduction will go to those who are best
able to pay taxes.

I am now going to quote some state-
ments made back in 1948—Con-
GRESSIONAL RECORD, volume 94, part 1,
pages 915 and 916—by the late Speaker,
the Honorable Sam Rayburn:

I know this, and I repeat it, that if
something disturbs our economy and we do
not have this great national income to pay
taxes upon, this tremendous debt of $250
billion is going to press down on your dollar
and mine and is going to squeeze the value
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out of that dollar and it will be worth less
than it is now.

Those who would recklessly cut taxes at
the risk of deficit spending may, indeed, be
endangering their country to enemies, both
foreign and domestic, against whom they
have sworn to protect and defend.

The gentleman from Massachusetts,
Representative PHILBIN, stated also dur-
ing the debate in 1954:

Tax bills, like other bills, should be deter-
mined on prineiples; not upon sheer expedi-
ency. Call it the trickle-down theory, or
whatever you will, any measure based on
promoting the prosperity of the privileged
group and the vested classes in order thus to
permit better conditions and standards for
wage earners, small businessmen, farmers,
and workers, and the rank and file must be
considered, I think, basically unsound, not
only as it relates to the principles of social
justice, but also as an effective revenue-
producing mechanism. I must reject such a
shortsighted, outdated policy as well as its
underlying philosophy.

Mr. Chairman, I now wish to quote a
statement by the present Speaker of the
House, the gentleman from Massachu-
setts, which he made and is recorded in
the ConGrREssIONAL RECORD, volume 100,
part 3, page 3550:

There is a clear, sharply cut issue here;
whether or not the Members of the House
are going to vote for the trickling-down pol-
icy, whether or not there are enough inde-
pendent Republicans who will vote against
that policy. It isa question of the trickling-
down policy on the one side and the policy
of the Democratic Party of helping the peo-
ple generally, on the other side; of starting
at the base rather than starting at the upper
levels. That is a clear-cut issue which can-
not be denied. When we vote in a compara-
tively short time, that is going to be the
issue, From my experiences with the trick-
ling-down policies of the Republican Party,
in past years, I should say that very little has
trickled down to the people.

I know that pressure has been brought
upon my Republican colleagues. I am not
going to comment harshly upon that. But if
there were a Democratic President and the
same kind of pressure were being exerted
upon the Democrats, the Republicans would
be hollering to the high skies.

‘While there are provisions of the pending
tax bill that I favor and support, if the mo-
tion to recommit is defeated, because of the
inequitableness of the bill from an overall
angle, I cannot in conscience vote for its
passage.

I hope that the sound policy of the Demo-
cratic Party in the people's interests will be
supported by a majority of the Members of
the House today.

Mr. Chairman, the main reason that
I have referred to the debate in 1954
with specific reference to the trickle-
down theory of aid to business is be-
cause every campaign I had following
1954, I was dubbed as “Trickle-Down
UrTr,” who only wanted to help the eco-
nomic royalists. We have before us
today a bill which not only helps the
economic royalists by the benefits to
them but clobbers the little taxpayer
throughout all America, not only by add-
ing to the tax liabilities but loading him
down with paperwork to defend himself
against massive overwithholding. All
of the remarks which I have just quoted
support the Republiean position on the
current tax bill.

Now, Mr. Chairman, I shall direct my
remarks to section 13 of the pending bill,
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which deals with the tax treatment of
foreign based subsidiaries. We had a
liberal discussion opposing tax loopholes
in so-called tax havens, and then with-
out any hearings we proceeded to ex-
pand the tax treatment of these sub-
sidiaries without any public hearings and
without any information from the ad-
ministration, as to the collateral eco-
nomiec impact upon these foreign based
subsidiaries.

Section 13 might well be entitled “The
Fast Buck Section for the Temporary
Benefit of the Treasury.” I say this be-
cause we are proposing to kill the goose
which lays the golden eggs, and our for-
eign based subsidiaries will not be able
to meet the competition of other foreign
corporations operated in the same field.
Our foreign based subidiaries were given
this tax treatment to permit them to
compete in the foreign field.

One of the arguments which has been
repeatedly advanced in support of the
imposition of a new U.S. tax against the
operating income of our American sub-
sidiaries in developed foreign countries
is that these firms send more U.S. dollars
abroad than they bring home to the
United States.

But the fact is that this allegation is
entirely contrary to the mass of evidence
which was presented last summer on this
subject to our committee. In case after
case, witness after witness spelled out to
us the infirmity of these claims as ap-
plied to specific U.S. subsidiary opera-
tions in these countries. In addition, a
little-noticed study by the Department
of Commerce confirmed that these find-
ings as to particular companies are frue
overall as well. Finally the very latest
Government figures on the balance of
payments, released only last week by the
Department of Commerce, show that in
1961, during the very time when Govern-
ment witnesses were presenting their
foreboding predictions toc our committee,
the balance of payments situation—as
influenced by these subsidiaries—was in
course of rapid improvement, even in de-
veloped markets such as Western Europe
and Canada.

Before expanding in some detail upon
these considerations, I should like to
point out that the Treasury Department’s
attempt to segregate the so-called de-
veloped countries from less-developed
areas of the world for balance-of-pay-
ments purposes is entirely unsound. One
illustration will suffice: Many of the
major U.S. oil companies are integrated
on a worldwide basis. Outside of the
United States, they derive their raw
products, by and large, from the less-
developed areas of the world. In the
main, they market these products
through subsidiary corporations in the
developed areas of the world. More than
70 percent of the products produced
abroad are marketed abroad, chiefly in
Western Europe. To market these prod-
ucts in Western Europe they must build
refineries, pipelines, distribution faecili-
ties, and gasoline pumps in Europe.
Nearly 50 percent of our current invest-
ment in Europe is in this kind petroleum
investment. Now, obviously, if we re-
strict these European investments
through new taxation, we will retard not
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merely the ability of these firms to ex-
pand competitively within these foreign
markets, but also we will literally shut
down some of the wells in the less-de-
veloped countries of the world, countries
we are trying to aid through such things
as the Alliance for Progress.

Leaving this basic fallacy aside, how-
ever, the figures presented to our com-
mittee show that, on a developed coun-
try basis alone, our foreign subsidiaries
contribute substantially to our balance-
of-payments account. A summary of
data presented by 19 companies covering
the 4 years 1957 to 1960 show this in
striking fashion. These firms, chiefly
operating through subsidiaries in de-
veloped countries, in 1960 alone con-
tributed over $600 million net to our bal-
ance of payments. Their combined
dividend repatriations, repatriated
royalties and fees and U.S. exports trace-
able to their oversea investments,
amounted to nearly $700 million in that
year, while the outflow of new capital
from the United States and their imports
from abroad were substantially less
than $100 million. Why do we want to
inflict new competitive burdens upon
these highly desirable operations?

Let me give you another illustration of
the kind of subsidiary operation over-
seas which would be caught up and
placed in a straitjacket, sacrificed to
theories not compatible with the facts.
International Telephone & Telegraph
is the largest American-owned interna-
tional enterprise in the electronics and
telecommunications field. It is 92 per-
cent owned by 90,000 U.S. shareholders.
Its operations are two-thirds abroad and
one-half in Europe—so that the pro-
posed legislation would have an unusual
impact on this company.

It operates 22 plants and laboratories
in the United States in the States of
California, Illinois, Indiana, Massachu-
sefts, Mississippi, New Jersey, Rhode
Island, Virginia, Missouri, and North
Carolina, and it is about to break ground
for one in Tennessee.

It employs 22,000 people in the United
States and the payroll of these U.S. com-
panies since inception has been approxi-
mately $1 billion. These companies were
started with and supported by foreign
capital and earnings. These earnings
were, moreover, United States taxed on
repatriation before investment.

In Latin America, it operates 13 plants,
laboratories, and radio and telephone
operating companies in 8 countries. It
has 17,000 employees in this area. The
value of its assets there at replacement
would approach $300 million. It has
been an average of 33 years in these
countries, in Argentina for 36 years.
These are underdeveloped countries, and
its plants were largely financed by
European earnings. Again, such earn-
ings were United States taxed on re-
patriation before investment.

It has other plants in Australia and
sales and communication operations
throughout the Far East.

In particular, in Europe, it operates 70
plants and laboratories in 14 countries.
These are operating plants, not sales of-
fices, in every country in Europe except
Luxembourg. It has 93,000 employees
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in Europe. Its assets at cost in Europe
approximate $450 million. It has been
in these countries for an average of 36
years; one company in Belgium has been
in business for 79 years. These com-
panies have largely financed themselves
through partial reinvestment of earn-
ings and local borrowings in Europe.
This growth has enabled them to finance
United States and Latin American de-
velopment as well as their own.

ITT's foreign subsidiaries have re-
mitted 50 percent of earnings except
when blocked by currency restrictions.
They have remitted net $215 million to
the U.S. economy in the last 10 years—
$166 million of it from Western Europe
alone. In 1960, these subsidiaries re-
mitted $48 million of which $34 million
came from Western Europe.

ITT has incurred serious risks and
losses in exposed positions during World
War IT and recently in Cuba. Its stock-
holders have taken the brunt of these
risks in all these periods. It maintains
an export surplus from the United States.

Over the past 10 years this export sur-
plus has been over $175 million net, $100
million of which is directly traceable to
its own foreign companies, and the ma-
jority of the remainder is by reason of
its established position in the countries
to which it exports from the United
States.

What possible justification could exist
for the United States reaching into these
foreign operating companies and impos-
ing a new U.S. income tax which the local
competitors in these growing markets
will never have to pay?

A special survey by the U.S. Commerce
Department permits a more complete
story to be told. Thus study covered op-
erations of 155 U.S. manufacturing com-
panies, located mainly in developed
countries. The study, in turn, is backed
by examples of actual experience of indi-
vidual American companies.

Note that these 155 companies, on an
overall basis, returned to the United
States from their manufacturing sub-
sidiaries $1.3 billion more than they
withdrew from the United States in
1960.

The operations of these companies
thus are shown to have added to the fi-
nancial strength of the United States.
Supplies of dollars in this country were
built up, not drained away.

The Commerce Department survey
covered a large sample of manufacturing
companies. If all American companies
abroad were counted—from trading sub-
sidiaries to oil drilling—the favorable
effect on the United States shown by the
Commerce survey, industry officials said,
would be much larger.

For example, these officials estimate
that all U.S. companies overseas buy a
total of $5 billion worth of American
goods each year—as against only $1.8
billion worth shown in the sample survey.

Similarly, total payments to the
United States from foreign-earned royal-
ties, license payments, management fees
and the like are estimated to be running
at the rate of $400 million annually—
as against only $148 million shown in the
manufacturing survey.

Finally the latest balance-of-payments
figures published by the Government in
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the March issue of “Survey of Current
Business” show that, during 1961, there
has been substantial improvement in the
ratio of repatriation of dividends to new
capital outflow, even in the case of West-
ern Europe and Canada which are the
world’s most developed countries aside
from the United States. The figures just
released by the Department of Com-
merce—“Survey of Current Businesses,”
U.S. Department of Commerce, March
1962, page 22—for Western Europe and
Canada, which are the only figures sepa-
rately published for developed countries,
found that the level of 1961 repatriation
of the income to the United States is al-
most exactly in balance with the new
outflow of direct investment capital. In
other words, the new outflow in 1961
amounted to $973 million, while repatri-
ated income was $968 million in that
year. These figures do not, of course,
include exports from the United States
which are generated by the existence of
these investments overseas.

I referred earlier to the special survey
of 155 major firms for 10 months of
1960 in which the Department of Com-
merce found that such exports to West-
ern Europe alone for 10 months of 1960
amounted to approximately $712 million
and exceeded imports to the United
States from such sources sevenfold.

I note that the majority of the Ways
and Means Committee in its own report
on this tax bill found as a fact that—
and I quote:

The location of investments in these (de-
veloped) countries is an important factor
in stimulating American exports to the same
areas (p. 57).

I call your particular attention to re-
marks of Secretary of Commerce Luther
H. Hodges prepared for delivery March
16—less than 2 weeks ago—at the Eighth
Annual Business International Washing-
ton Roundtable.

The Secretary says:

While the basle alm of our tax policy is
to stimulate domestic growth, we are not
unmindful of the problems faced by U.S.
subsidiaries abroad—including the problem
of competing with foreign companies sub-
ject to different total tax obligations.

U.S. Investment abroad is important to our
export expansion program. Direct invest-
ments in manufacturing facilities abroad
stimulate our exports of capital equipment,
our exports of parts and raw materials, and
our exports of finished products to fill out
the lines of subsidiaries producing and sell-
ing abroad.

To the extent that U.S. investment abroad
increases the financial strength and the com-
petitive capacity of American companies, it
reinforces our domestic economy. And, to
the extent that the earnings on these in-
vestments are returned to the United States,
they make a direct contribution to improving
our balance of payments.

In my judgment, it would be very fool-
ish for the United States, at the very
moment when the Common Market we
encourage is moving into high gear, to
place obstacles in the way of our firms
getting established in that profitable
market. I have no doubt that if we
enact this bill and place these tax ob-
stacles in force, we will worsen our bal-
ance of payments in due course, because
we will destroy the foundations of fu-
ture profit from these markets., As far
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as revenues are concerned, we 1aight get
a little bit more tax revenue for a short
time. In the longer pull, however, we
will curtail the growth of our firms in
these new markets and our tax revenues
will unquestionably be less than they
would have been if we never had erected
the obstacles in the first place. For
these reasons I think it would be a trag-
edy if the House should pass this pend-
ing tax legislation.

Mr. ENOX. Mr, Chairman, I yield
such time as he may desire to the gentle-
man from Nebraska [Mr. BEERMANNI.

Mr. BEERMANN. Mr. Chairman, the
Ways and Means Committee has written
into the Revenue Act of 1962 a provision
for taxing the dividends of farmer coop-
eratives which, if enacted, will violate
the fundamental rights of millions of
farmers.

This substitute provision, which dis-
placed a perfectly fair provision for tax-
ing co-op dividends, states that if the
bylaws so provide, a co-op may retain
dividends and patronage refunds in-
definitely but the farmers must pay the
tax. This means that a co-op may de-
clare a book dividend of $100 for the year
1962, keep the money for working capital,
and make the farmer pay the income tax.
It may do the same for the fiscal year
1963, and again the year after that, and
keep on doing it for as many years as it
likes.

Now, I am a farmer and familiar with
co-ops and I know that no farmer in his
right mind would think of giving the
co-op managers the taxing power which
the Ways and Means Committee now
proposes to give them by law.

It is no answer to say that the farmer
can quit the co-op if he does not like the
bylaws. In practice, millions of farmers
have no such choice. For them, mem-
bership in the local is a necessity, not a
choice. Insome great agricultural areas,
and in the case of many farm products,
especially fruits and vegetables, prac-
tically the entire marketing facilities are
in the hands of the co-ops. The farmer
who tried to operate outside the co-op
framework would find himself without
buyers and without marketing facilities.
His only alternative would be to stay in
the co-op or quit farming

The original provision for taxing co-op
dividends, which the Ways and Means
Committee first wrote into the Revenue
Act, was fair to the farmer, fair to the
co-ops, and fair to the Government
which is entitled to some tax revenue
from co-ops profits. The original bill
provided for a three-way option. The
farmer could agree to pay the tax and let
the co-op keep the money; or the farmer
could tell the co-op if it wanted to retain
the money, it would have to pay the tax;
or the farmer could get the money and
pay the tax.

I am delighted that the American
Farm Bureau Federation, which is al-
ways on the alert to guard the real in-
terests of the farmer, promptly an-
nounced its opposition to the new co-op
tax section of the Revenue Act. Said
the Farm Bureau:

In our opinion, this procedure does not
adequately protect the rights of the indi-
vidual farmer member.
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I would concur in that statement and
add that Congress would be far wiser to
enact no legislation at all on co-op
taxation than to accept what the Ways
and Means Committee has written into

the bill,

Mr., FINDLEY. Mr. Chairman, will
the gentleman yield?

Mr. BEERMANN. I yield to the
gentleman from Illinois.

Mr. FINDLEY. Mr. Chairman, I de-
sire to associate myself with the gentle-
man’s statement and commend him on
it.

Mr. MILLS. Mr. Chairman, I yield
such time as he may desire to the gentle-
man from Michigan [Mr. LEsINSKI].

Mr, LESINSKI. Mr. Chairman, I am
disappointed in the tax bill which has
been reported by the Committee on Ways
and Means, for I had hoped that the
Congress would enact this year a general
revision of the tax laws of a much
broader scope to eliminate all the var-
ious loopholes and special concessions
and, most important, to give relief to the
hard-pressed individual taxpayer and
small businessman, such as I had pro-
posed early in this Congress in my bill,
H.R. 244,

It is advocated by some economists
that when an economy needs stimula-
tion, the Government should either in-
crease Federal spending or cut taxes.
Either course calls for deficit spending,
which I am not advocating as a stand-
ard practice, but which I recognize as a
necessary evil in an emergency if there
is sufficient justification for it. I believe
justification for it has been shown by
the administration in its recommenda-
tions for various spending programs and
by H.R. 10650 which, if enacted, will
assist the economy of the Nation.

I would propose, therefore, that Con-
gress enact a measure this year to reduce
individual and small business income
taxes and I would offer as a suggestion
the bill, H.R. 10478, which I Lave intro-
duced to provide for an increase over
a 2-year period in the personal income
tax exemptions of an individual tax-
payer—from $600 to $700—and in the
surtax exemption of a corporate tax-
payer—from $25,000 to $29,000. This
legislation should be enacted this year
and reenacted every 2 years for a total
of 12 years to raise the individual exemp-
tions to a total of $1,200 and the cor-
porate surtax exemption to $50,000, as
is suggested by another bill of mine,
H.R. 10477.

This is a modest proposal, but one
which I believe in the long run would be
of great value to the economy of the
Nation. The tax cut would serve two
purposes: It would return money to the
citizens so they could meet their local
needs, such as schools, and it would
stimulate the economy. I have noted
that the average annual increase to the
Federal Treasury since 1945 has been
$2.7 billion. The program outlined above
would cost less than $2 billion annually
so in the long run the growth in the
economy and consequent increase in tax
revenues would help make up the defieit.

Back in 1913 when the first modern
Federal income tax was adopted, a mar-
ried couple with two dependents enjoyed
an exemption of $4,000. Today, the ex-
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emption allowed is only $2,400. In terms
of purchasing power, the $4,000 ex-
emption allowed in 1913 is the equivalent
of about $12,123 today. Of course, I do
not say that we should raise exemptions
to that level because I realize it would
mean too great a loss to the Federal
Treasury.

Bringing the comparison more up to
date, one would need $1.67 today to buy
what a dollar bought in 1945. In other
words, one needs about 60 percent more
money today to buy what one could in
1945. And since 1945 the amount of rev-
enue received by the Federal Govern-
ment from individual and corporate in-
come taxes has almost tripled.

In view of that, I believe some tax re-
lief is called for.

By proposing a tax reduction for indi-
viduals and small business, I realize that
I am taking the opposite position to the
administration. But I feel that because
of the high taxes now imposed on our
people by the Federal Government, they
are becoming less and less willing to ac-
cept the responsibility of paying for local
obligations, such as schools, essential
community facilities, civic improve-
ments, health care for the aged, and so
forth, which historically have been the
responsibility of the local communities,
and of the individual and his family.
Because of the Federal tax structure,
business, especially small business, finds
it difficult to accumulate capital for rein-
vestment and expansion. Consequently,
more and more demands are being made
on the Federal Government for assist-
ance in these various areas, and the more
demands that are made the more new
programs have to be established to fur-
nish the assistance. As the Government
expands, it needs more money to operate.

I believe that if the administration
feels it can afford to spend several million
or billion dollars on various programs,
then it can afford to give individuals a
cut in taxes and let them use that money
back home to pay for their local needs
instead of looking to the Federal Gov-
ernment to meet those needs. Unless
this is done and the trend continues as
it has in the past, the individual will find
himself in the same plight as the work-
ers in England who, according to a re-
cent report, are grumbling because taxes
take about 40 percent of their salaries
and there is no relief in sight.

You might ecall this proposal to cut
taxes appropriation in reverse. Instead
of taking money from the people, de-
ducting administrative costs from the
amount received, and returning a lesser
amount to the people, you let the people
have the money to dictate how they
want it spent.

If some of them decide to spend it to
purchase new cars, new household items,
and other hard goods, which I believe
many would do, production would be
increased and men would be put back to
work. We are all very much aware of
the unemployment problem in the coun-
try. In my own area, for example, em-
ployment in one plant dropped from a
peak of 23,000 to about 3,700 to 3,900 at
the present time. Workers with as high
as 27 years of seniority have been un-
employed from 18 to 23 months. They
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cannot find work anywhere and there
will not be any jobs unless there is an
increase in demand with a consequent
increase in production.

If these people are put back to work,
the Government, instead of having to
pay money out for unemployment com-
pensation, will gain added revenues from
payroll taxes, while saving money. In
fiscal year 1961 over $22 million was
given to Michigan by the Federal Gov-
ernment for the Temporary Unemploy-
ment Compensation Act.

A man on unemployment compensa-
tion or one facing the prospects of un-
employment is not going to spend his
money on major items of production;
he is going to conserve it to make sure
that he and his family will continue to
eat as long as possible.

That might be the solution to the
consumer riddle which is puzzling
President Kennedy and his advisers ac-
cording to the following article which re-
cently appeared in the March 25, 1962,
issue of the Detroit News:

[From the Detroit News, Mar. 25, 1962]
UniTED STATES TRIES To PEP Up BuyIiNG—
KeEnNNEDY LOOKS TO CONSUMERS FOR LIFT
IN BUsSINESS
(By Tom Joyce)

WasHINGTON, March 25.—President Ken-
nedy and his economic advisers are trying to
solve the “consumer riddle” that is jamming
up the gears in the administration’s attempt
to shift the Nation’s economy into high
speed,

The experts are frustrated by what appears
to be increased reluctance of the consumer
to part with his dollars.

Administration sources are convinced that
the consumer “is loaded.” But so far this
year he has not shown any great desire to
spend, especially for hard goods.

EENNEDY PLEA

In his economic message last January, Mr.
Eennedy outlined what was described as a
“bold approach to get the country rolling.”

Mr. Kennedy said that while the momen-
tum of the economy had been restored, he
wanted the means to “sustain our prosperity
and accelerate our growth.”

Congress has already responded to part of
the President's program by approving his
manpower retraining proposal. And there is
some chance for favorable action soon on
the administration’s tax reform bill, in-
tended to provide business with an incen-
tive to invest in new tools of production.

UP TO CONSUMER

In the long run, however, it is the con-
sumer—the buyer of automobiles, televisions
and black-eyed peas—who has the economic
growth rate throttle in his hands.

And he isn't pushing it forward {fast
enough to sult economists, who want at least
a 415 percent annual growth rate.

Commerce Department figures show that
in the last quarter of 1961 the level of dis-
posable income was at $375.6 billion, com-
pared to $354.9 for 1960.

At the same time, savings in 1961 were
$27.1 billion while they were only $22.7 bil-
lion in 1960.

On top of greater savings, borrowing for
installment credit is down.

‘While automobile sales have shown gains
after the 19568 recession, the value increase
has been slowed by the acceptance of lower-
priced compact cars.

SEEE TO CUT IDLE

The administration first is seeking full em-
ployment—or what economists call full em=
ployment.




5386

In realistic terms, this means bringing the
unemployment rate down to 4 percent, which
in today's labor force would mean roughly
2.9 million unemployed workers instead of
the present 4 million.

To attain this, there must be an improve-
ment in the Nation’s economic growth from
the present 314 percent annually.

Price stabllity and equilibrium in the bal-
ance of payments are the other main goals,

To solve the balance-of-payments problem
the administration is hoping that Congress
will pass the President's proposed trade law
that would slash tariffs.

NEED NEW PRODUCTS

But in the final analysis, it is the con-
sumer, not governmental measures, that will
determine whether the goals will be attained.

The administration is hoping for a buying
spree this spring, especially in the appliance,
automoblle and housing fields.

A major problem, according to experts who
study “the enigma of the consumer” is that
there are not enough new products to get
people excited about buying.

One of the real hopes for the future Is in
the fast-growing fleld of research and de-
velopment.

Mr. Chairman, there may be some who
will say that the Government in these
times cannot afford the loss to the
Treasury which will result from enact-
ment of a bill such as I am proposing.
While there may be some loss at first, I
do not believe it will be a total loss for
it will be made up in various ways, some
of which I have mentioned.

Most of the savings to the individual
taxpayers will end up in the form of
spending on goods and services. These
purchases will stimulate business and
will result in increased business profits
and increased income fo the Treasury
from Federal taxes on those profits. In
stimulating business, the additional
purchases will provide more jobs and
help to alleviate unemployment con-
ditions such as exist in my district and
other sections of the country and will
provide more revenue for the Govern-
ment from the additional income taxes
that will be paid. There will be less de-
mands on the Federal Government and
economies can be effected in Govern-
ment operations.

Business will be encouraged to rein-
vest money for expansion, which will
add to the growth of the economy.

I believe that if we can afford a deficit
as is anticipated in H.R. 10650, with the
expectation that it will be eventually
recouped through stimulation of the
economy, we can afford a deficit by cut-
ting income taxes as I am proposing,
with the same expectation.

I urge the House to give serious con-
sideration to this proposal.

Mr. MILLS. Mr. Chairman, I yield
10 minutes to the gentleman from Vir-
ginia [Mr. HARRISON],

Mr. HARRISON of Virginia. Mr.
Chairman, for months I have listened
to the tales of woe and disaster that this
bill will bring to the widows of America.
The mail that is coming in, obviously
inspired, from people whom I suspect
are not widows, tries to tell me what
this measure will do to the widow’'s mite.
For months in committee we have heard
about the effect of withholding on the
poor widows. For 2 days here in this
debate we have listened to what will
happen to the widows, and I have reached
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the point of such emotional feeling
in my bosom that it makes it difficult
for me to speak without taking my towel
in hand and shedding tears.

Mr. Chairman, the first thing we ought
to look at, however, is which widows are
we talking about? They are not the old
widows, because any widow over 65 is
not affected by this bill. So we start
out with the proposition that we are
dealing with young widows. Then we
might also go into inguiring—which
widows are we talking of, since we real-
ize that this bill does not cover the
widow who earns her living by the sweat
of her brow working 8 or 10 or 12 hours
a day in a laundry; or in the agricultural
areas of our Nation in a processing
plant or in the harvest fields, Oh, no,
Uncle Sam takes his share of that
widow’s mite before he lets it get into
her hands. Therefore, Mr. Chairman,
we are dealing with young widows—and,
wealthy young widows. You know it is
my sad duty to confess that there was
a day in my life that I would have been
willing to contribute to the tax bill of
wealthy young widows, if it would make
them happy. But unfortunately the
inexorable march of years has made me
such a stranger to those sentiments that
I now prefer my own pocketbook to those
of rich young widows who are not paying
their fair share of taxes by failing to
report them.

So when we come to the tragic story
of the widow and the orphan let us bear
in mind that we are talking about the
orphan over the age of 18 and the widow
who is younger than 65, and on whose
income on top of any earnings she owes
taxes she is not reporting.

And we are also including the old
women who wear pants and who have
bald heads and wear beards, who are
not paying their share of taxes. I do
not see any reason why I should con-
tinue to pay taxes on their income which
for one reason or another they are not
reporting.

Now, I want to say just a word about
the investment tax feature. My friends
on the other side have gone full swing
on this. American businesses today are
fat cats, they say. A previous speaker
referred to them as economic royalists,
but in commiftee these gentlemen were
so interested in American business that
they offered as a substitute for this pro-
vision of the bill the Baker-Herlong bill.
With reference to the Baker-Herlong
bill, I asked the Secretary of the Treas-
ury one question: What would have been
the effect on the revenue this year if that
bill had been enacted into law 6 or 7
years ago when it was first proposed by
the NAM. And he answered that ques-
tion by saying it would have produced a
deficit in fiscal 1962 of $23 billion.

Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gertleman yield?

Mr. HARRISON of Virginia. I yield.

Mr. BYRNES of Wisconsin. If my
memory serves me right that question
came from the Democratic side of the
committee. The only issue as I under-
stand was whether we were going to
table the motion or not table it and give
further consideration to various aspects
of the Baker-Herlong bill.
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Mr., HARRISON of Virginia. The
gentleman’s memory is precisely correct
and there was 1 Democratic vote for
it and 10 Republican, those people who
now say a bill of $1,200 million a year is
too much to give the economic royalists
are the same people who a few weeks ago
wanted to give them $25 billion a year.

Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gentleman yield fur-
ther?

Mr. HARRISON of Virginia. I yield.

Mr. BYRNES of Wisconsin. Was not
the issue the question of a motion to lay
on the table so we could not consider
any of the revisions in the Baker-Her-
long proposal? Was not that the issue
before us in the committee?

Mr. HARRISON of Virginia. The is-
sue was to take up a bill. There was 1
Democratic vote and 10 Republican votes
for it. That was the issue.

Mr. BYRNES of Wisconsin. I want
to be fair and I know the gentleman
wants to be fair. Was not the issue the
question of whether we would table the
motion to consider the substitute?

Mr. HARRISON of Virginia. The
question was the effort to get it up and
out. Then, the gentleman from Wis-
consin proposed a bill that would give
great aid to these economic royalists. It
was an amazing combination of Curtrs,
Ikard and rapid depreciation and the
kitchen sink, and what it would cost no-
body knew exactly because everybody
knew it was not going to be seriously
considered.

Mr. BYRNES of Wisconsin. Was not
the effort to get the bill up so we could
have fair discussion of it?

Mr. HARRISON of Virginia. On
yesterday the distinguished gentleman
from Ohio said he did not want an open
rule but one under which he could offer
that bill to aid these people whom to-
day the Republicans call fat cats and
economic royalists. Now they are going
to offer a motion to recommit the effect
of which my good friend the gentleman
from Wisconsin has said will be to give
American business no incentive in their
competition with foreign business. Yet
it is a fact that in every Western nation
of the world there is a special tax incen-
tive given by the government of that
country for the purpose of enabling
them to compete with American indus-

Mr. BYRNES of Wisconsin. I hope
the gentleman will review the surveys
that have been made by the Treasury
as to what the situation is in these other
countries in face of the remark the gen-
tleman has just made, because the gen-
tleman from Missouri analyzed that
statement that was made at one time by
the Secretary of the Treasury that they
had these incentives but if you will look
at yesterday’s Recorp you will find how
wrong that statement is.

Mr. HARRISON of Virginia. The
gentleman from Missouri also said in
connection with the foreign tax provi-
sions of this bill, “Yankee come home.”
The position of the gentleman from
Missouri and the gentleman from Wis-
consin is that the Yankee cannot stay
home. They want to make him go
abroad. They will give him nothing in
the way of a tax incentive if he keeps his
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plant and whistle blowing here in
America. But it is made sacred if he
takes his plant abroad.

In connection with the matter of com-
petition, the gentleman from Wisconsin
knows that in Belgium there is a special
tax reduction equal to 30 percent of the
amount of investment in industrial prop-
erty in actual depreciation.

The gentleman from Wisconsin wants
American industry not to compete with
that.

American industry is told, in effect:
“Go to Belgium if you want to compete
with the Belgians; you will get no such
consideration here.”

In 1961 the Canadian Government in-
troduced an incentive for new capital ex-
penditure in the form of an increase of
50 percent in capital consumption allow-
ances otherwise available. American in-
dustry is told: “Go to Canada if you want
to compete with the Canadians; you will
get no such consideration here.”

France permits a variety of special in-
centive deductions, including two ordi-
nary annual deductions in the first year
of the life of the asset and a 10-percent
initial allowance. American industry is
told: “Go to France if you want to com-
pete with the French; you will get no
such consideration here.”

Japan permits an initial allowance
equal to 3315 percent of the cost of the
asset. American industry is told: “Go to
Japan if you want to compete with the
Japanese; you will get no such consid-
eration here.”

The Netherlands provides an equiva-
lent to an investment credit of approxi-
mately 10 percent. American industry is
told: “Go to the Netherlands if you want
to compete with the Dutch; you will get
no such consideration here.”

The United Kingdom permits the de-
duction of an initial allowance over and
above the first regular depreciation in
amounts ranging up to 30 percent of the
cost of the asset. In addition, the British
have an investment allowance ranging
from 10 to 40 percent of the cost of the
asset. This investment allowance is de-
duetible in addition to ordinary deprecia-
tion and the initial allowance. American
industry is told: “Go to Great Britain if
you want to compete with the British;
you will get no such consideration here.”

Italy provides for depreciation sub-
stantially in excess of realistic depre-
ciation as its means of stimulating in-
vestment, permitting a reduction from
the normally useful depreciable life of
as much as 40 percent. American indus-
try is told: “Go to Italy if you want to
compete with the Italians; you will get
no such consideration here.”

The cry is, “Yankee, come home,” but
the tax incentive to bring him home, or
keep him home, is attacked here. The
American businessman will read the
message as, “Yankee, go abroad, if you
are to survive.”

For my part, I want to continue to hear
the factory whistles blowing in Virginia,

When the sun rose yesterday the gen-
tleman from Wisconsin had a program
for American business, but when the
sun set last night he had nothing but a
motion to strike.

Mr. Chairman, Mr. Emerson said: “In-
consistency is the hobgoblin of little
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minds.,” But if this be true, I concede
that the Republican membership of the
Committee on Ways and Means of the
House are the greatest minds in America.
As far as I am concerned, the gentleman
knows that in offering his motion to re-
commit it will strike at the very heart
of this bill and the reason for its ex-
istence, the reason for its being here.
None of the rest of the measure will be-
come law in that event. That means that
the gentleman is in favor of leaving un-
disturbed the tax treatment of some of
these huge corporations that are mas-
querading as farm cooperatives. It
means leaving undisturbed the complete
tax exemption of mutual insurance cor-
porations on their income from under-
writings. The gentleman knows it will
leave undisturbed the disgraceful tax
advantage held by mutual thrift in-
stitutions with assets of $110 billion,
which pay no tax, or practically no tax.
It means the end of the bill.

Frankly, I am tired of paying other
people’s taxes. I think the time has
come to take a step toward equalization
of taxes. My criticism of this bill is
that it does not go far enough in dis-
couraging these foreign tax havens, it
does not go far enough in correcting tax
inequalities. I am perfectly willing to
pay my income tax, but I am tired of
paying it for other people who have the
same income I do and who do not pay
their fair share of the taxes.

Mr, ENOX. Mr. Chairman, I yield 5
minutes to the gentleman from Illinois
[Mr. ArRENDS].

Mr. ARENDS. Mr. Chairman, for
over a year the Congress has had under
consideration President Kennedy’s rec-
ommended revisions in our tax laws.
This is the second day we have formally
debated the committee bill.

I only wish, Mr. Chairman, we would
be as careful in considering the spending
measures as we are in our consideration
of a revenue raising measure. If we
were, we would not have to be consider-
ing a tax increase bill but rather might
be considering a tax relief bill. I am not
complainirg that we have taken so much
time on this tax bill. I am complaining
that we have taken so little time on the
spending measures. b

Mr. Chairman, I should like to call
attention to the dangerous numbers
game the President has been playing
with the American people for the past
2 months. He is playing this same num-
bers game with the 1963 budget as he
played with the current 1962 budget.

The object of the Kennedy numbers
game is to see how large a financial
burden the American people will bear.
The test of political skill is for the Presi-
dent to announce a number, her than
the previous one, without the American
people being aware that it was higher.
By quietly announcing increased deficits
in the budget the President is hoping
the mounting unpaid bills will not be
noticed and the American people will
not checkmate him in his moves.

As I reconstruct it, this is the way
the President played the game with the
1962 budget:

January 16, 1961: President Eisen-
hower submits a realistic budget for 1962
showing a $1.5 billion surplus.
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February 27, 1961:

President Kennedy has told leading con-
gressional Democrats he Is banking on an
upturn in the economy to hold next year's
budget deficit to $1.5 billion—Associated
Press.

March 24 and 28, 1961: President
Kennedy delivers two budget messages
to Congress and now proposes a $2.8 bil-
lion deficit.

May 8,1961:

Budget director David E. Bell indicated
to Congress today that the Federal books
were likely to be more out of balance next
year than had been officially estimated. Mr.
Bell declined to pinpoint the outlook as of
now, but there are signs pointing to a deficit
at least $1 billion greater than the figures
given by Mr. Eennedy—New York Times.

May 20, 1961:

Elmer B. Staats, Deputy Director of the
Budget, said yesterday that President Ken-
nedy's estimate of a $2.8 billion Federal
1961-62 deficit is obviously too low. He sald
that the Government’s red ink operations in
the next fiscal year probably would be twice
this amount, or about $5.6 billion.—Wash-
ington Post.

October 16, 1961: Secretary of the
Treasury C. Douglas Dillon announces
that the deficit will pass the $6.75 billion
mark.

January 18, 1962: An official forecast
puts the deficit at $7 billion.

That was the way the game was
played last year—from $1.5 billion sur-
plus to $7 billion deficit in 7 steps.

Now it appears that the game is
starting all over again. Just 10 weeks
ago the President's budget message to
Congress showed a $500 million surplus.
Yesterday, the New York Herald Tribune
reports:

The Federal Government will have a siz-
able budget deficit next year instead of the
slender surplus that President Eennedy pre-
dicted in January, The best judgment of
Government is that the fiscal 1963
deficit will total at least $2 billion and could
surge past $4 billion.

This is distressing news for all Amer-
icans. It is also distressing that the
Kennedy administration does not square
with the American people, but instead
chooses to play this highly irresponsible
numbers game.

Mr. ENOX. Mr. Chairman, I yield
5 minutes to the gentleman from Indi-
ana [Mr, Aparrl.

Mr. ADAIR. My. Chairman, if I could
have the attention, please, of the chair-
man of the committee, I have a some-
what lengthy question which I would
like to put to him.

Under section 17 of the bill—page
175—a member patron—and I emphasize
the word “member”—may evidence his
consent to have his patronage dividends,
arising from his business activities, in-
cluded in his gross income for Federal
income tax purposes in either of two
forms: First, he may file a written con-
sent to that effect with the cooperative.
Second, the member patron is deemed
to have given such consent if he becomes
a member of the cooperative or if he
remains a member thereof after he has
notice of a bylaw adopted by the coop-
erative providing that membership in
the cooperative constitutes such consent.
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An example of such a bylaw appears on
page A135 of the committee report.

As the able chairman of the Ways and
Means Committee well knows, many co-
operatives have heretofore distributed
so-called scrip—that is, capital stock,
revolving fund certificates, retain certif-
icates, and the like—to their patrons
who were entitled to patronage dividends.
Presumably many cooperatives will con-
tinue to issue such serip to those of their
patrons who have given their consents to
have their patronage dividends included
in their gross incomes. I am certain
that the distinguished gentlemen from
Arkansas is also well aware that the
terms “sale” and “sell”, as defined by
section 2(2) of the Securities Act of 1933,
mean dispositions of securities which are
the result of voluntary acts performed by
the recipient of the securities. This rule
is predicated upon basic principles of the
law of coniracts.

My question is this: Am I correct in
understanding that it is the intention
here that a person, who either merely
becomes a member of a cooperative or
merely continues his membership there-
in with knowledge of an outstanding
bylaw of the type previously referred to,
shall not be deemed to have performed
a voluntary act, within the purview of
the Securities Act of 1933, in connection
with the distribution of such securities
of this cooperative as may be issued to
him as a consequence of his having
evidenced his consent solely by way of
the bylaw consent form?

Mr. MILLS. Mr. Chairman, will my
friend from Indiana yield?

Mr. ADAIR. I would be delighted to
vield to the chairman of the Committee
on Ways and Means.

Mr. MILLS. The gentleman is en-
tirely correct in his understanding.
This provision to which the gentleman
refers applies only with respect to in-
come tax consequences and does not in
any way affect the application of the
Securities Act of 1933.

Mr. ADAIR, I thank the gentleman
very much.

Mr. Chairman, furning now to an-
other matter, this proposed Revenue Act
of 1962—H.R. 106560—contains certain
provisions relieving private U.S. invest-
ments in the less-developed countries of
the world from these punitive new taxes.
I note that the new U.S. tax on earnings
from new investments is not applicable
to so-called less-developed areas of the
world.

However, there is one major aspect of
the new tax bill which will operate to
drain private capital from the less-de-
veloped countries. I refer to the so-
called gross-up tax, which applies under
this bill with especially heavy impact to
the less-developed countries. This is for
the reason that the gross-up, as pointed
out on page 51 of the committee report,
has its heaviest impact when the for-
eign tax rate is one-half of our 52 per-
cent rate, or in that neighborhood.
Since income tax rates in the less-de-
veloped countries are generally lower
than they are in the developed countries,
they tend to fall in this area of maxi-
mum impaect. Therefore, in its practi-
cal application, the gross-up amendment
would require the U.S. parent corpora-
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tion to bring home more money from
the less-developed countries in order to
pay the increased U.S. income tax and
still have enough left over to continue
regular dividend payments to its U.S.
shareholders.

In effect, the gross-up levies a U.S.
tax of 52 percent on the amount of tax
already paid by the U.S. subsidiary cor-
poration to the host government. In
other words, the new tax is a tax upon
money which can never be repatriated
or brought back to the United States,
because it has already been paid to the
host goverment. Obviously, therefore,
the parent corporation must bring back
additional earnings of the subsidiary
with which to discharge this new tax
assessment in the United States.

This seems particularly startling in
view of the fact it has only been 2 years
since the House considered and passed
H.R. 5. While this bill never became
law, its central purpose was to stimulate
investment in Latin America by provid-
ing some amelioration of the impact of
U.S. taxes in those areas. It is surpris-
ing, to say the least, to find the House
now proceeding on exactly the opposite
course: to soak U.S. business in the less-
developed countries with an added U.S.
tax,

I suspect your bewilderment will be
complete, as is mine, when I remind you
that only last year we enacted into the
very preface of the foreign aid bill, the
Act of International Development of
1961, the policy of “minimizing or elim-
inating barriers to the flow of private
investment capital” to Latin America
and other recipients of our foreign aid.

Now, this year, we are asked to enact
a tax bill which will have the direct and
immediate effect of draining additional
private capital from these needy coun-
tries. This violates the aid bill we en-
acted last year, and can only lead to the
demand for increased foreign aid dollars
to replace the money which will have to
be brought back to pay these additional
U.S. income taxes.

Mr, MILLS. Mr, Chairman, I yield 5
minutes to the gentleman from Massa-
chusetts [Mr. BUrRkE].

Mr. BUREKE of Massachusetts, Mr.
Chairman, there has been a great deal of
detailed discussion on the floor of many
aspects of the bill now before the Com-
mittee. I am sure it is unnecessary for
me to remind my colleagues that in any
large tax bill, due to the nature of the
subject, it is impossible for everyone to
be completely satisfied. Certainly this
is true of the bill which has been re-
ported from the Committee on Ways and
Means and which is now under consid-
eration here. However, we must be fair-
minded and objective and, to the best of
our ability, bear in mind the overall
public interest, and vote accordingly.
On this basis I am constrained to vote
in favor of this bill although I must
make it quite plain that there are, in-
deed, provisions of the hill which I think
should not be in it, and there are two
particular points I want to make,

First, in the Committee on Ways and
Means I opposed with all the force that
I could command the provision for with-
holding on interest. In fact, I made
several attempts to have the subject of
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interest separated from the subject of
dividends but was unsuccessful. I am
strongly opposed to the withholding pro-
vision on interest, and I regret that this
provision is in the bill.

Second. At the same time, Mr. Chair-
man, I must make it clear that the prin-
cipal reason I have supported this bill
is the provision in it to stimulate our
domestic economy so that we will be in
a better competitive position at home
and abroad. The investment credit pro-
vision is in my judgment necessary and
it will help do the job. This is a key
provision of the bill and I have strongly
supported it from the very beginning.
I have been willing to lend my support to
the bill because of this provision, even
though I oppose other provisions.

In the light of what I have just said,
Mr. Chairman, I oppose the motion
which will be offered to recommit this
bill to strike out the investment credit
provision. As they have explained it,
their motion will provide for striking
both the investment credit and the with-
holding and for this reason I will vote
against the motion. I am doing so be-
cause of my strong support for the in-
vestment credit provision. It is a key
part of the bill. It will help American
business compete. If the motion had
gone only to the interest area I would
have a different position. However, the
motion will undertake to strike out the
investment credit provision, the very
heart of the bill, and the reason why I
supported the bill in the first place, and
I cannot vote to recommit this bill to
strike out this provision. I therefore
oppose the motion to recommit.

Mr. Chairman, the entire Nation, the
entire business community of this coun-
try, is looking forward to this tax in-
vestment credit. This will be a shot in
the arm to business in this country. I
am surprised to see that there are Mem-
bers of this House who are opposing
these provisions, particularly because
this will help small business, businesses
which have acquired new machinery.
That will help the small businessman in
this country. It will help the farmer
and the other business people in the Na-
tion. It certainly deserves the support
of the entire membership of this House
and I certainly hope that the motion to
recommit will not prevail.

Mr. ENOX. Mr. Chairman, I yield 5
minutes to the gentleman from New
York [Mr. Linpsay].

Mr. LINDSAY. Mr. Chairman, I have
asked for this time to make some com-
ments on what has happened in this bill.
I do so with all due deference to the
Committee on Ways and Means, because
I know how much time the members of
the committee have put into this subject
under the leadership of the distinguished
chairman of the committee, a man for
whom I have the highest regard, and the
distinguished ranking minority member
of the committee.

I begin by not taking it lightly that,
to start out, this bill will create a deficit
in fiscal 1963 of $1 billion; thereafter,
$300 million per year. I do not shy
away from Federal spending when I
think it is in the best interests of the
United States. But also I think that the
Congress has an obligation and a duty
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to have the courage to pay for the pro-
grams it enacts. Therefore, I think it is
imperative that we not take steps that
will reduce Federal revenues. That is
point No. 1.

Point No. 2: The devices built into this
bill are unmodern. What the majority
of the committee has done is to create
devices and proposals which are in effect
reactionary.

I am glad that the gentleman from
Missouri [Mr. CurTis], pointed out yes-
terday the inaccuracy of some of the
statements that have been made around
here on the subject of what the booming
countries of Europe have been doing.
These countries, with very limited excep-
tions, and those very narrow and specific,
use accelerated, rapid depreciation tech-
niques. Most of them use the double
declining balance method. If we, in this
country, want to provide a real incentive
for economic growth, to stimulate
growth, the way to do it is not by this 7-
percent credit gadget, which is diserim-
inatory and limiting, but by a method
which. grants accelerated, rapid de-
preciation. Contrary to what the gen-
tleman from Massachusetts said a mo-
ment ago, this bill does not help small
business. It would leave out large seg-
ments of the economy and provide a
windfall, as has been pointed out, for
other segments of the economy. Why on
earth we cannot use the tried technique
that modern Europe has discovered the
most helpful is beyond me. I honestly
think that what happened to the ma-
jority here is that they were sold a bill
of goods, which was the idea of, perhaps,
one or two men connected with the ad-
ministration who eventually got their
way. I think we are going to live to re-
gret what we do in this bill, if we choose
this tax credit, windfall device instead
of going the modern way.

Let me talk now for a moment about
the taxation of foreign income. One
problem in connection with this that has
not been sufficiently emphasized is that
the bill will abrogate certain treaty obli-
gations that we have. I am referring to
that little last section in the bill, section
21, which reads as follows:

Bection 7852(d) of the Imternal Revenue
Code of 1954 (relating to treaty obligations)
shall not apply in respect of any amendment
made by this act.

Now what this means is that if there
is anything in this bill that is in con-
flict with a convention or treaty to which
the United States is a party, the bill will
override it. Now how reactionary can
you get? The Organization of European
Cooperation and Development—OECD—
is one of the vehicles in Europe of which
the United States is a member, thank
heavens, that is creating one of the most
wonderfully exciting economic climates
for growth in the world. There is a
provision in this convention, which the
U.S. Government agreed to, which
provides that income which is not paid
out shall not be taxed. We here are
flying right in the face of that conven-
tion to which theé United States is a
party.

I might point out also that under
treaties to which the United States is a
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party, there are provisions for withhold-
ing of taxes on dividends of nonresidents,
which is less than the 20 percent which
is provided for in the committee bill.
This bill will abrogate those treaties.

Mr. Chairman, we in this country must
learn how to compete. I wish that the
distinguished gentleman from Louisiana,
the majority whip, who spoke a little
while ago were present on the floor now,
as I listened to his remarks with interest
and with astonishment, and I would like
him to listen to me. He spoke eloguently
about the new Europe. And yet he ad-
vocated a course of economic isolation-
ism and of sheer reaction. The bill will
do exactly the opposite of what he says
it willdo. From the 7-percent tax credit
provisions straight through to the pro-
visions concerning the treatment of
foreign income, the bill flies right in the
face of and is directly contrary to the
efforts we must make in the United
States to learn how to compete with
Europe and to draw closer to the Euro-
pean Economic Community, We are
damaging our position abroad by this bill
and retreating to an economic isola-
tionist view that I thought we had long
since given up.

Mr. Chairman, it seems to me that if
this country is going to learn how to
compete in Europe and elsewhere we
should not be shying away from efforts
that U.S. businesses wish to make to in-
vest abroad and to explore new markets.
I can assure the Members of the House,
if these provisions with respect to re-
patriation of foreign income go through,
it will not result in repatriation of profits
that are made abroad by U.S. companies.
The fact is that these companies want
to expand abroad. They want to grow
in Europe and elsewhere and to explore
new markets. They will repatriate only
so much of their profits as is necessary
to pay the U.S. tax. And do you know
what that will result in? It will result
in higher foreign taxes and, consequent-
ly, higher credit against that tax and
therefore lower tax revenue to the
United States.

The balance-of-payments question was
mentioned by the distinguished majority
whip. I submit that the statement the
gentleman made is like something out
of the Dark Ages. You do not cure the
problem of balance of payments by this
kind of refrogressive reactionary taxa-
tion. You do it by increasing your ex-
ports. You do not increase your exports
by discouraging U.S. investments abroad.
This is directly contrary to what this
Congress must do with reference to lib-
eral reciprocal trade legislation. It is
contrary to the growing effort to grad-
ually bring U.S. private free enterprise
into the area of foreign aid so that the
burdens of the Government are lessened
over the years.

I submit that this bill is an unmodern,
reactionary retrogressive approach to the
modern problems of today. I oppose the
7-percent tax credit provision. I oppose
those provisions in the bill that have to
do with the taxation of oversea income.

Mr, Chairman, I submit that the mo-
tion to recommit should be earried.

Mr. MEADER. Mr. Chairman, will
the gentleman yield?
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Mr. LINDSAY. For a brief question.

Mr. MEADER. First, I would like to
associate myself with the remarks the
gentleman has been making. I sought
to have the gentleman from Louisiana
[Mr. Bocesl, when he made his remarks,
yield to me, and he refused to do so. I
should like to ask the gentleman this
question which I would have put to the
gentleman from Louisiana. The gentle-
man from Louisiana talked about our
endeavor to compete with the Common
Market producers and Japan. Let me
ask the gentleman from New York
whether or not in his opinion this puni-
tive tax on foreign income would not
effectively freeze out our competition
with foreign manufacturers and more
than offset any benefit they might obtain
from the tax credit provision?

Mr. LINDSAY. Absolutely, The gen-
tleman is correct.

One final comment, and that is on
a matter mentioned by the chairman of
the Ways and Means Committee yester-
day. He suggested that an official of
the Eisenhower administration, the for-
mer General Counsel for the Treasury
Department who happens to be my
brother, made a speech in September of
1960 in which he pointed to the large
amount of dividend and interest in-
come tax owed the United States. When
we go back into the House I shall ask
consent to have the pertinent parts of
that speech placed in the CONGRESSIONAL
RECORD.

What was said in that speech and
what I say here is that in 2 or 3 years
this withholding provision will be totally
unnecessary. It will be just as archaic
as can be because due to modern data
processing and new accounting systems
being employed by the Internal Revenue
Service, all income owed to the U.S.
Government will be collected. Mean-
while, we know perfectly well that
this device is designed to create massive
overwithholding, a windfall to the Gov-
ernment of money that does not belong
to it and which should be placed into
the economic stream of the United
States in order to promote economic
growth.

I suggest that it is important and
necessary in considering this motion to
recommit that the Congress remember
it is time for our tax structure to be
modernized, that it is high time the dis-
tinguished members of the Committee
on Ways and Means stop tinkering with
the tax laws and undertake real tax re-
form, which we do not have in this bill.
This bill if passed in its present form
will do nothing but impose a period of
economic isolation upon the United
States, will not provide the kind of eco-
nomic incentive that is needed for
growth that we must have in this coun-
try, and does not face up to the problem
that we must face up to most of all,
which is how to compete. We shy away
from it. It is high time that we started
moving forward in this regard instead
of backward.

Now, Mr. Chairman, I should like to
examine in greater detail the three
troublesome provisions in this bill.

In this eonnection I should like to say
that I have had some very expert assist-
ance from distinguished tax authorities
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in my ecommunity. I should like to ex-
press my appreciation to them for their
contribution toward the improvement of
this important piece of legislation.

One of these authorities is my brother,
David A. Lindsay, who, as the distin-
guished chairman of the Ways and
Means Committee referred to earlier in
the debate, was General Counsel of the
Treasury under the Eisenhower adminis-
tration. His research and contribution
in connection with this bill was particu-
larly aimed at the withholding provision.
He is opposed to it, as he is to the 7-
percent tax credit provision and the pro-
vision relating to oversea income. But
more of this later.

I should like first, Mr. Chairman, to
discuss the T7-percent tax credit pro-
vision.

All of us, I believe, recognize the need
to encourage business expansion through
investment in new machines and facili-
ties, and the desirability of overhauling
a tax system which at the present time
retards rather than furthers this end.

Most businessmen believe that the best
means of reaching this objective is to
liberalize the tax law dealing with de-
preciation by permitting businesses to
write off the cost of depreciable property
over a shorter, more realistic number of
years. Through its current revision of
Bulletin F, the Treasury Department is
furthering this end but everyone recog-
nizes that administrative measures alone
will probably be insufficient to stimu-
late the amount of new investment
which is necessary if our economy is to
expand to the extent to which it is
capable.

Notwithstanding this background, the
administration and now the Ways and
Means Committee have come up with a
new, complicated, and totally untested
investment credit plan which is sup-
posed to accomplish this end. Clearly,
the burden is on the proponents of this
plan to show that it is preferable to
faster depreciation.

As I mentioned earlier, rapid depre-
ciation is the modern way to stimulate
economic growth. It has been found
effective and workable in the booming
countries of Europe, most of which use
the double declining balance method of
depreciation. Incidentally, the state-
ments made by some that European
countries use the method of incentive
proposed by the majority are simply not
true. I was glad that the gentleman
from Missouri [Mr. CurTis] yesterday
straightened out the record on this.

Nothing that I have read or heard has
convinced me that this credit plan will
do a better job than faster depreciation
in stimulating the economy. On the
contrary, I believe that the tax credit
proposal represents an ill-advised deviee
which may not accomplish the desired
goals and will introduce additional in-
equities and loopholes into a tax law al-
ready overburdened in that respect.

First, it is the almost unanimous testi-
mony of the business community that
the investment credit will not encourage
as much new investment as would a lib-
eralized depreciation program. It is
those businessmen and not Mr. Surrey’s
economists who will be making the in-
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vestment decisions which we are trying
to influence. It would be risky to buy
such a provision under any circum-
stances, but it would be senseless to
adopt it when it is opposed by the very
group it is meant to benefit.

Second, the application of the tax
credit will be highly diseriminatory,
since it will apply only to investments
which are made in the future. No tax
credit will be available for investments
made in the past, even though they have
equally served to stimulate our country’s
economic growth. The result of this
legislation will be that those who have
already modernized their productive fa-
cilities without waiting for a handout
from the Government will suffer for
their initiative while those who would not
modernize without receiving a tax lolli-
pop will be rewarded for their indolence.
There is no justification for playing
favorites in this manner.

Finally, the investment credit
amounts to a giveaway to business.
When combined with depreciation, the
credit will give a businessman a greater
tax benefit than if he had deducted the
entire cost of his investment property
in the year of acquisition. This is
just the same as though the Government
actually paid part of the businessman’s
cost for the property. It is different
from depreciation, where a businessman
can never recover in deductions more
than his purchase price. At a time when
the expenses of the Government are in-
creasing, it makes no sense to subsidize
business in this manner,

The accelerated depreciation program
which the Republican minority recom-
mends is the modern method. It is the
system used by the booming countries of
Europe, and found workable. First, it
would accomplish the necessary goal of
furthering business expansion. Second,
it would be nondiscriminatory. Finally,
it would permit a taxpayer to recover
only the cost of his property and not an
amount in excess of his cost. The tax
credit proposal should be rejected.

Now I should like to examine in great-
er detail than I did in my opening re-
marks the proposed tax treatment of for-
eign income.

In May of last year, President Een-
nedy submitted to Congress his tax mes-
sage containing, among other things,
proposals to change the existing tax
treatment of foreign subsidiaries. In
general, the administration proposed
that the profits of foreign subsidiaries
of U.S. corporations be taxed currently
as if distributed to American sharehold-
ers. This would be in contrast to pres-
ent law under which the profits of a
foreign subsidiary are not subject to tax
until they are repatriated as a dividend.

As I review the events leading up to
the reporting of this bill, I find the
numerous and diverse administration
pronouncements and committee press re-
leases on this subject confusing and dis-
heartening. The apparent lack of con-
fidence in what should be done in the
foreign areas by the proponents of legis-
lation certainly does not give one the
confidence that the hastily contrived pro-
visions in the present bill represent a
proper step for Congress to take at this
time. Indeed, there is every indication
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that the bill may seriously interfere with
the ability of American business to com-
pete abroad and to retain and build
foreign markets.

Before commenting on the bill, I think
it might be well to be sure we all under-
stand the provisions of existing law as
well as their origin and purpose. It has
become popular to refer to the tax treat-
ment of foreign subsidiaries as a form of
so-called tax deferral. The administra-
tion has referred to this tax deferral as
a special incentive feature of our tax
laws which favors foreign investments.
Our tax jurisdiction over a corporation
is determined on the basis of whether it
is considered a domestic or a foreign
corporation. A domestic corporation is
taxable with respect to its worldwide
income, while a foreign corporation is
taxable only on its U.S. income. The
present tax laws define a domestic cor-
poration as one created or organized in
the United States or under the laws of
the United States or of any State or terri-
tory. A foreign corporation is defined
by the law as one which is not domestic.
Thus, the test of foreignness is based
upon the place of incorporation regard-
less of the nationality of the stockhold-
ers, This definition of jurisdiction has
been in our tax laws since 1913.

To the extent that shareholders of a
foreign corporation are U.S. taxpayers,
the U.S. tax on their share of the corpo-
rate profits is deferred until distributed
as a dividend. This so-called deferral
of tax results from the recognition under
our tax laws that a corporation and its
shareholders are separate taxable en-
tities. This latter principle applies
equally to domestic and foreign corpo-
rations.

Thus, it is these two principles—
namely, the limitation of our tax juris-
diction over foreign corporations and
the recognition of separate corporate en-
tities—which are presently under at-
tack. Neither of these principles was
intended by Congress to extend special
tax advantages to foreign investment.
They are instead basic and proven du-
rable parts of the structure of our pres-
ent income tax system.

In the foreign area, HR. 10650 incor-
porates substantially the administra-
tion's proposals. Briefly the provisions
which affect the tax treatment of for-
eign subsidiaries are as follows:

Certain types of income of a foreign
subsidiary would be taxed to domestic
shareholders with a 10 percent or
greater stock interest even though the
profits of the foreign corporation are
not distributed. In general, this income
would be taxed to the shareholders as if
it had been distributed by the subsidiary
as a dividend. For this purpose a sub-
sidiary is defined as any foreign cor-
poration in which Americans have at
least a 51 percent stock interest. The
51 percent test is met where the requisite
stock interest is either direct or indi-
rect, and in the latter connection the
bill contains complex rules for determin-
ing indirect stock ownership.

Foreign subsidiary income which is
taxed to shareholders under the bill is
divided into two categories. First, the
bill lists the following specific types of
income which are subject to tax:
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First. Income from insurance and re-
insurance of U.S. risks.

Second. Income from patents, copy-
rights, royalties and similar property,
developed in the United States or ac-
quired from an American shareholder.
In addition to the royalties received
from patent licenses and the gains from
the sale of patents, this type of income
would also include income from the use
or exploitation of a patent or similar
property. Thus, profits of a manufac-
turing subsidiary would be included and
subjected to U.S. tax to the extent that
they are attributable to the use of a
patent.

Third. Personal holding company-type
income such as interest, dividends, rents,
royalties, and so forth, with the impor-
tant addition of so-called sales income.
For this purpose, income from the pur-
chase and sale of property is treated as
sales income if it has the following
characteristics: First, the property is
purchased from or sold to a related com-
pany; second, the property is manufac-
tured outside the subsidiary’s country
of incorporation; third, the property sold
is destined for markets outside the coun-
try of incorporation; and, fourth, the
amount of income thus earned exceeds 20
percent of the subsidiary’s income, other
than personal holding company income.

For purposes of applying U.S. tax to
this type of income, the definition of a
foreign subsidiary is modified to require
that the 51 percent or greater stock
interest be held by five or fewer Ameri-
can shareholders. If more than 20 per-
cent and less than 80 percent of the sub-
sidiary’s income consists of personal
holding company type income, includ-
ing sales income, only that portion, will
be taxable to the U.S. shareholders. But
if this type of income represents more
than 80 percent of the corporate profits,
then the entire income of the corpo-
ration will be subject to U.S. tax. The
application of the tax to this type of
income may be avoided to the extent
that it is reinvested in a less developed
country operation.

A second category of income which is
made subject to U.S. tax by the bill is
that portion of a foreign subsidiary’s
profits which is not invested in certain
specific forms of permissible invest-
ments. This rule applies to the foreign
subsidiary’s entire foreign income re-
gardless of its character. The types of
investment which are permissible and
which prevent the application of U.S.
tax are:

First. Property which is located out-
side the United States and is used in
connection with the subsidiary's existing
business.

" Second. Property in a business—
whether existing or new—in a less-de-
veloped country.

Third. A 10-percent or greater stock
interest in a foreign corporation which
is engaged in business in a less-developed
country. This type of investment is per-
mitted only where four or fewer share-
holders have a 5l1-percent or greater
stock interest in the less-developed coun-
try corporation.

Another provision applicable to foreign
subsidiary operations relates to the tax
treatment of redemptions or liguidations
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of stock in a controlled foreign corpora-
tion. Under the bill gain from such
transactions would be treated as a divi-
dend and taxable to American share-
holders as ordinary income to the extent
of their share of profits. Similar treat-
ment would be applicable to the gain
realized by an American shareholder
from the sale of such stock. The effect
of these rules would be limited to share-
holders with a 10-percent or greater
stock interest.

These are the principal provisions
which would make basic changes in the
tax treatment of foreign subsidiaries.
They would become effective for taxable
yvears beginning after December 31, 1962,

These provisions of the bill should be
analyzed in the light of the several policy
objectives which have been suggested by
the administration, and which, presuma-
bly, are the basis upon which the com-
mittee has approved the bill. As I under-
stand it, this legislation is intended to
accomplish three objectives: First, It
would tend to improve the U.S. interna-
tional balance-of-payments position;
second, it would achieve a greater degree
of so-called tax neutrality in the treat-
ment of domestic and foreign income;
and third, it would remove the opportu-
nity for abuses of the U.S. tax system
which are available under existing law.
There is grave doubt in my mind whether
the present bill will be useful in accom-
plishing any one of these objectives.

BALANCE OF PAYMENTS

In considering the desirability or
efficacy of the proposed tax measures in
improving the balance-of-payments
position in the United States, we should
first determine the scope and nature of
the immediate problem. For the past 3
years the United States has had an over-
all balance-of-payments deficit ranging
between $3.5 billion and $4 billion. This
deficit takes into account all forms of our
international payments and would in-
clude, in addition to private investment,
such items as military expenditures
overseas, as well as such large nonrecur-
ring transactions as the purchase by
Ford Motor Co. of British interests.
The Department of Commerce figures for
the period from 1958 through 1960 show
that income returning to the United
States from direct private foreign in-
vestments far exceeds capital outflows of
direct private foreign investment during
this period. These figures also show that
this excess of return over capital invest-
ment is increasing each year. In other
words, foreign investment is making an
increasingly large contribution to the
improvement of our balance-of-pay-
ments situation.

The causes of the deficit are not easily
isolated. Indeed, it may be attributable
to different items in different years. For
example, in 1960 a large portion of the
deficit was attributed to the outflow of
so-called hot money. This outflow, ac-
countable for $1.5 and $3 billion in
1960, is partly due to adjustments in
foreign interest rates on the one hand,
and short-term gold speculation on the
other. In either case, the problem was
of a short-term nature. Changes in our
income tax laws would hardly be the way
to handle these problems. The reason
that such short-term problems become
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critical is that we do not have an ade-
quate margin in our balance of payments
at the present time. The most obvious
way of alleviating the deficit is to build
up our existing trade surplus, that is, in-
crease our exports. Another possibility
is to prevail upon the advanced European
economies to carry a greater share of
oversea aid. Both these approaches
should be developed by the present
administration.

Changes in our tax laws which would
discourage foreign investment could
hardly be consistent with a long-range
poliecy, since it is these investments
which will ultimately build a strong re-
turn flow of income to the United States
and strengthen our balance of payments
situation for the future.

It is unlikely that the proposed
changes in the tax law would, in fact, be
effective in increasing the return of dol-
lars to the United States on a short- or
long-term basis. To the extent that this
is an objective, it is based on the errone-
ous assumption that the primary basis
for retaining income abroad, whether it
be derived in the form of royalties, inter-
est, dividends, and so forth, is an overall
tax advantage. It is extremely doubtful
whether significant amounts are re-
tained abroad for tax reasons. Profits
are retained abroad to expand the capi-
tal of existing business operations or to
provide funds for new investment op-
portunities. Thus if income which is not
subject to tax under existing law is made
subject to tax by the bill, it is likely that
only the amount needed to pay the U.S.
tax will be repatriated. Even this may
come from the profits of the domestic
corporation rather than from repatri-
ated profits. Thus, the bill may accom-
plish very little in improving our balance
of payments situation. Indeed, one ef-
fect may be to encourage European
countries to collect more tax, conse-
quently increasing the foreign tax credit
and reducing the net U.S. tax.

I think there may be another miscon-
ception underlying the provisions of the
bill. I have gotten the impression that
the administration in advancing its tax
program in this area, has assumed that
American production presently based
abroad can compete for the same mar-
kets by producing in the United States
and exporting. This assumption ignores
the realities of present-day international
competition. There are American busi-
nesses which have been forced to move
production abroad in order to retain for-
eign markets. That someone is going to
produce abroad is a reality that cannot
be avoided. If American business can-
not compete by U.S. production, it must
go abroad if foreign markets are to be
retained and built. U.S. business no
longer has a monopoly in the world of
finished manufactured goods. While
the present bill does not propose to tax
production income as did the original
tax message, it does propose to tax in-
come from activities incidental to such
foreign production and to this extent,
may cut down the rate of growth of
American-owned foreign production, vis-
a-vis, our competitors abroad. In the
long run, therefore, these tax provisions
will tend to cut down on the return flow
of income to the United States.
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TAX NEUTRALITY

The administration has also advanced
in support of its proposals in the foreign
area, the need to revise the tax treat-
ment of foreign income to achieve a
greater equality between tax burdens on
foreign income and tax burdens on do-
mestic income. The assumption that
neutrality or equality in tax burden
should be measured by the U.S. tax sys-
tem is unwarranted. The form and di-
rection of neutrality in the bill may
create discrimination against our own
taxpayers.

The bill provides that an American
parent corporation will be taxable with
respect to its foreign subsidiary’'s income
from patents, copyrights, secret proc-
esses, and the like, which were acquired
from the domestic corporation or devel-
oped in the United States. While this
provision appears to deal with a situa-
tion described by the Treasury Depart-
ment as a so-called tax haven abuse, it
extends beyond this purpose by imposing
a U.S. tax on a portion of the profits of
almost every operating foreign subsidiary
controlled by American shareholders.
For example, when a foreign manufac-
turing subsidiary sells its product
abroad, a portion of its profit will in
many cases be attributable to the use of
patents, processes, and similar property
acquired from the parent corporation.
To the extent that the subsidiary’s profit
may be so characterized, it would be
subject to U.S. tax under the bill. Par-
enthetically, it is appropriate to indi-
cate at this point that there is a consti-
tutional question as to the validity of a
tax on shareholders with respect to cor-
porate profits. This royalty provision,
however, goes even further. It appar-
ently would impose a U.S. tax at the
shareholder’s level even where the sub-
sidiary had no income, that is, a royalty
income would be imputed to the sub-
sidiary even where it had none. This
provision is nothing more than an indi-
rect method of getting at the profit of
manufacturing subsidiaries. It ap-
proaches the original proposal in the
President’'s tax message which would
have eliminated the deferral of U.S. tax
entirely in the case of subsidiaries in de-
veloped countries. It is interesting to
note that the present bill goes even fur-
ther than the President’s tax message in
imposing tax on royalty income of sub-
sidiaries in underdeveloped countries.

In other respects, the provisions of the
bill deal primarily with problems char-
acterized by the Treasury as tax haven
abuses. Let me illustrate. The provi-
sions of the bill would tax on a current
basis the profits of a Belgian, German,
or Swiss subsidiary which sells products
manufactured in France by a French
subsidiary. Very often this takes the
form of a chain of corporations with the
American parent company at the top,
the Swiss subsidiary in the middle, with
the production corporation formed as &
subsidiary of the Belgian, German, or
Swiss companies. The production com-
pany sells its output through its Belgian,
German, or Swiss parent company which
may coordinate the entire foreign sales
effort of a complex of producing com-
panies. Under present law, the income
of neither the production company nor
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the Belgian selling company is subject
to U.S. tax, until such time as the earn-
ings are distributed to the American
parent. The income of the French sub-
sidiary is, of course, subject to a French
tax at the rate of 50 percent. The pro-
posal would tax the income of the Bel-
gian selling subsidiary currently unless
reinvested in operations in less devel-
oped countries. This means that the
American-owned foreign producer would
be faced with the alternative of paying
the tax on this income or placing the
funds in what may be a risky venture in
a less developed country, thus depriving
its European facility of expansion capi-
tal. In order to compete effectively with
foreign producers it is likely that the
taxpayer will, in most cases, elect to pay
the tax, while the foreign-owned pro-
ducer will continue to defer its national
tax on the profits realized by its Swiss
selling company.

By imposing tax on these operations,
it cannot be expected that they will be
removed from Europe and conducted in
the United States. If they are moved
anywhere, it is most likely they will be
conducted in the country where the pro-
duction takes place. In this way the
overall tax burden of the American-
owned foreign enterprises will be in-
creased and our own ultimate tax
reduced as a result of the increased for-
eign tax credit. This form of tax neu-
trality makes little sense. Instead our
objective should be to assure that Amer-
ican-owned business based abroad be
given maximum tax equality with its for-
eign competitors.

It is a well known fact that most of the
European countries permit local enter-
prises to utilize the financial and other
facilities available in Switzerland to the
same extent as the United States does
today. It would seem to be an unwise
policy to unilaterally adopt tax meas-
ures which would require basic changes
in American-owned operations abroad,
while our foreign competitors continue
to enjoy the status quo.

The idea that a dollar earned by Amer-
ican business abroad should bear the
same income tax burden as a dollar
earned in the United States assumes that
the foreign tax credit granted under our
law adequately compensates for imposi-
tion of foreign taxes. However, this is
only true where the taxing jurisdictions
have comparable tax systems. A credit
for foreign income taxes is wholly in-
adequate where turnover taxes and mis-
cellaneous excise taxes account for most
of the national revenue of the foreign
taxing jurisdiction. Subjecting income
to tax in the United States would result
in double taxation rather than tax
equality.

The provision which imposes tax on a
foreign subsidiary’'s profits which are not
invested in certain forms of permissible
property may be characterized as the al-
lowance of a special deduction from tax-
able income for certain types of preferred
investments. Application of U.S. tax
under this provision may be prevented by
reinvesting profits in the subsidiary’'s ex-
isting business, but profits used to start
a new business would be subject to tax.
Tax could also be avoided by investing
in a less developed country operation.
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These distinctions lack a sound basis in
tax policy. If the impact of foreign com-
petition forces the subsidiary into other
fields, the same tax treatment should
apply in this situation as is applicable
when the subsidiary expands existing
plant facilities to meet the increased out-
put or greater productivity of its foreign
competitors. In his balance-of-pay-
ments message to Congress last year,
President Kennedy assured us that he
did not intend to propose tax rules which
would penalize legitimate investment
abroad. The term “legitimate invest-
ment” is his, not mine. I cannot under-
stand why an investment in a new busi-
ness—whatever that may be—is any less
legitimate than the expansion of an
existing one.

In regard to the deduction allowed for
profits invested in less developed coun-
tries, I can appreciate the administra-
tion’s recognition of the need to con-
tinue the application of tax deferral in
these cases. For obvious reasons, we
should encourage the flow of private cap-
ital to these areas. However, this prin-
ciple applies equally to profits earned in
the United States. The basis of the bill’s
attack on American-owned foreign sub-
sidiaries is that their profits should be
subject to the same tax burden as are
domestic corporations. Once this is
achieved through elimination of tax de-
ferral, uniform tax rules should apply.
If we are encouraging foreign sub-
sidiaries to invest in less developed
countries, domestic corporations should
receive the same encouragement. In
withholding the tax deduction for these
investments from domestic corporations,
the bill is applying a double standard.
To this extent it may well have a reverse
effect; that is, it may encourage Ameri-
can business to establish production
facilities abroad to obtain benefits not
otherwise available, Indeed, serious
consideration should be given to the pos-
sibility that the net effect of narrowing
tax deferral generally will create a
greater incentive for American business
to take advantage of the remaining areas
of deferral by moving production abroad.

TAX AVOIDANCE

The third objective advanced by the
administration in support of its tax pro-
posal in the foreign area is that there
is a need for corrective legislation to
deal with the so-called tax haven
abuses. There are two features of our
present tax law which encourage this
form of tax avoidance. First, as I have
already indicated, our income tax does
not extend to the foreign income of a
foreign corporation. It becomes impor-
tant, therefore, to define for this purpose
the source of the corporation’s income.
The tax law has long contained source
rules. For example, the source of income
derived from the purchase and sale of
property, that is, export income, is
derived from the country in which title
to the property passes to the purchaser.
The source rules also provide that roy-
alties from patents and other similar
rights have a source in the country in
which the patent is used. The source
of dividend income is in the country
where the payer is incorporated and the
source of interest is in the country where
the debtor resides.
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A domestic corporation receiving in-
come in these forms would, of course,
be subject to tax regardless of the
source. However, if the domestic cor-
poration creates a foreign corporation
and places in that foreign corporation
the right to receive items of foreign in-
come, the U.S. income tax is postponed
until the foreign corporation distributes
its income in the form of a dividend to
the U.S. corporation.

Tax avoidance in this area should be
defined rather precisely because there
are many misconceptions about it.
First, there are cases in which taxpayers
selling abroad can and do avoid U.S. tax
by abusing existing source rules. Most
of this type of avoidance occurs in the
area of intercompany pricing. The term
“tax avoidance” has also been used to
describe the completely legitimate
methods used by large publicly held
American corporations with foreign
operations to minimize U.S. taxes.

Let me illustrate. A domestic manu-
facturing corporation sells part of its
output abroad. Instead of selling di-
rectly to customers or to independent
brokers, it sells to its own foreign sub-
sidiary at cost plus a 5 percent markup.
Any further profit realized by the
foreign subsidiary would not be subject
to U.S. tax until distributed to the parent
as a dividend. If arm’s-length prices of
comparable products are cost plus 20
percent, then there is clearly a distor-
tion of the domestic corporation’s in-
come. But if the 20 percent profit mar-
gin is reflected in the intercompany price
and the subsidiary on sales to third par-
ties realizes an additional 20 percent
profit, there has been no distortion or
tax avoidance. Nevertheless, the bill
would impose U.S. tax on the subsidiary’s
profits in either case.

To the extent that this is a problem,
the Treasury Department has adequate
tools under existing law. Artificial in-
tercompany pricing arrangements may
be attacked under section 482 of the In-
ternal Revenue Code. In this connection
it is noteworthy that the bill con-
tains special provisions amending sec-
tion 482 to assure that a proper alloca-
tion of income is reached in these cases.
Why then does the bill impose U.S. tax
on the sales income which is allocated
to the foreign subsidiary under section
482, as amended, since by definition the
intercompany prices thus determined are
proper? There is such a disparity be-
tween the corrective measure and the
abuse that it is difficult to tell precisely
willllat lies behind this provision of the
bill.

Tax avoidance has also been used to
describe the organization of an Ameri-
can-owned foreign corporation in such
a manner as to minimize foreign taxes.

Thus, an American corporation with
a manufacturing subsidiary in Germany
may be taxable by the United States on
export profits even though no part of
the operation has any connection with
the United States other than ownership.
This may be illustrated by the chain of
corporations I have already described,
that is, an American corporation with a
Belgian, German, or Swiss, or some other
subsidiary through which its foreign
operations are coordinated.
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It is not clear why the United States
has an interest in the extent to which
an American-owned foreign subsidiary
competing with European-owned com=
panies minimizes foreign taxes. Indeed,
the reduction of foreign taxes reduces
the foreign tax credit and will increase
the ultimate U.S. tax imposed at the time
of repatriation. The present system en-
hances the possibility of increased rev-
enues. In any event, the answer to this
problem does not lie in imposing unilat-
eral penalties on the current profits of
foreign-based American-owned business
operations. This is an international
problem which should be resolved on a
multilateral basis.

As already indicated, the bill would
also impose a tax on profits of a foreign
subsidiary which are not invested in cer-
tain specific types of permissible prop-
erty. This provision is in the nature of
a tax on accumulated profits. A possible
basis for the provision is that amounts
are now being held abroad simply for
the purpose of avoiding the current im-
position of U.S. tax. While there may
be isolated instances of this, it is un-
likely that the intensity of foreign com-
petition would permit large accumula-
tions of idle capital abroad. Here again,
there seems to be little relation between
the abuse and the sanction.

Drastic changes in existing tax treat-
ment of foreign income are premature.
Even if changes were limited, as the
present bill is not, to problems of avoid-
ance of U.S. tax, information as to the
extent of this form of tax avoidance is
wholly inadequate. For example, prior
to 1960 the Internal Revenue Code re-
quired information to be filed as to each
creation of a new foreign corporation.
However, because of a defect in the law,
few returns were received. This defect
was corrected in 1960. The inadequacy
of this type of information was illus-
trated in one of the documents support-
ing the President’s tax message in which
it was admitted that the only informa-
tion available on the number of Amer-
ican-owned Swiss corporations was ob-
tained through the consulate general in
Zurich.

In 1960 the code was also amended
to require domestic corporations to file
annual information returns covering the
activities of their foreign subsidiaries.
The first returns under this amendment
will be filed this year. It seems to me
that Congress would be acting prema-
turely if it approved any legislation in
this field at the present time before this
new information is received and ana-
lyzed.

I would like to call your attention to
an effect this bill will have which has
received little notice but is what I re-
gard to be an unprecedented and un-
wise action on the part of Congress.
Because of certain changes that the bill
makes to existing law, it will result in
abrogating certain treaties. To the ex-
tent that the bill’s provisions are incon-
sistent with a treaty obligation of the
United States, the law will prevail and
the treaty obligation will be abrogated.
The reason for the provision—and I am
referring to section 21—is that a number
of the provisions in the bill are in con-
flict with income tax conventions we have
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negotiated with European countries.
I question the wisdom of abrogating
by legislation our treaty obligations
even in the technical field of inter-
national taxation, particularly, when
we are approaching a time of negotia-
tion in trade and other economic matters
with the Common Market countries. It
seems to me that the problem of so-
called tax havens is a proper subject for
multilateral discussion with Europe and
may even be susceptible to solution
through international agreements.
With these discussions forthcoming,
and the U.S. position in world compe-
tition rather precarious, I cannot think
of a more inappropriate time than the
present to enact hastily prepared legis-
lation which would change longstand-
ing rules for the taxation of American
business abroad.

Lastly, Mr. Chairman, let us examine
in greater detail the withholding pro-
posal. I am opposed to it and do not
think that the majority has made out a
case for it.

I share the concern of the Treasury
and the committee about the failure of
some taxpayers to report fully and prop-
erly all of their income on which tax
is owed. All of us, I am sure, would want
to support any plan that would improve
the reporting of income, provided of
course the gain to be derived from any
plan exceeds the costs of administration,
and provided the plan is fair,

Withholding on wages has served us
well. The proposed plan to withhold 20
percent of tax on interest and dividends,
however, bears little or no relationship
to our system of withhelding on wages.
In point of fact, it would be extremely
expensive and perhaps impossible to
equate interest and dividend withholding
with wage withholding.

Wage withholding is coupled with
safeguards—safeguards for the taxpayer
and safeguards for the Government. In
wage withholding, overwithholding is
effectively kept to a minimum—and al-
most eliminated. The 18-percent rate
has built into it the standard deduction.
Each wage earner may use his personal
exemption, including all his exemptions
for dependents, in fixing the amount of
withholding. An information return,
form W-2, tells him the gross amount to
report, and the amount of the tax with-
held to credit. The W-2 form also pro-
vides an immediate check to the district
director, who must compute prompt re-
funds where necessary. No such system
is proposed or is apparently now in the
cards for dividend and interest with-
holding.

The bill would impose withholding on
interest and dividends at a flat 20 per-
cent rate without adjustments for per-
sonal exemptions and without accom-
panying W-2 type receipts to assist
taxpayers and the Treasury. At the last
minute, the committee amended the bill
to permit exemption certificates, but as
hastily drafted, the provisions for
exemption certificates add more con-
fusion than equity to the withholding
proposals.

Exemption certificates are in no event
permitted for interest on marketable
securities. Apparently exemption certif-
icates are permitted for some individuals
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but not exempt organizations—in the
case of dividend income.

In the case of individuals, the paying
agents are supposed to keep track of the
ages of exempt persons under age 18.
An individual over age 17 must file an
exemption certificate annually—if, sub-
ject to severe penalty for error, “he
reasonably believes that he will not”—
after application of certain credits—‘“be
liable for payment of any tax.”

In the usual situation, where secu-
rities are held in the name of brokers
or nominees, the use of exemption cer-
tificates is left to the discretion of the
Secretary or his delegate.

Many nonresident aliens are now
subject to withholding at less than the
proposed 20 percent rate by treaties.
We are now asked to abrogate these
solemn international compacts by vot-
ing a provision to the effect that in the
case of interest and dividend withhold-
ing, the tax “required to be deducted
and withheld shall not by reason of the
provisions of any treaty be less than
20 percent of such amounts.” So much
for the good faith of the United States of
America under this proposal that the
majority is now making,

Much emphasis is placed on the quick
refund procedure—proposed quarterly
refunds for overwithholding. Qualifi-
cation for quarterly refunds, however, is
complicated, confusing, and extremely
limited. The amount of refunds may
not exceed what is defined as an indi-
vidual’s refund allowance. The refund
not exceed what is defined as an indi-
vidual’s expected deductions for personal
exemptions, plus, second, his retirement
income, less, third, any income which is
not subject to withholding for dividends
and interest. No claim for refund may
be filed by an individual whose gross
- income is expected to exceed $5,000, or
a married individual whose income of
himself and his spouse is expected to
exceed $10,000 or a head of a household
or surviving spouse who expects his
gross income to exceed $10,000, or by a
child, unless he expects that his parents
will not be allowed an exemption for him
for the taxable year.

Even with these limitations, the In-
ternal Revenue Service will be flooded
with refund eclaims, and refunds will
have to be paid on faith. It will be ab-
solutely impossible to handle prompt
refunds and check the propriety of the
refund claims,

It should be observed that in the wage
field, many persons would not have the
money to pay the tax if the tax is not
withheld. In the case of dividends and
interest the reporting problem seems
greater than the paying problem, and
the major problem of reporting is not
solved by the bill before us. What is
needed is information.

Substantial funds have been appro-
priated for the much celebrated elec-
tronic or automatic data processing
program for the Internal Revenue Serv-
ice. To make this program work, the
Congress, at the request of the admin-
istration, has passed a law requiring the
use of numbers on tax returns and in-
formation returns. The combination of
information returns with a numbered
account for each taxpayer, with full use
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of automatic data processing, is now
promised. Clearly, if automatic data
processing will be as effective as prom-
ised by its proponents in the Internal
Revenue Service, withholding on divi-
dends and interest soon will be outmoded
or, if needed, will at least be workable.
Until automatic data processing is in
full swing, or a more workable and fair
method of withholding is devised, we
should not adopt the stopgap, crude, un-
fair method of withholding of the kind
presented to us in this bill.

Much of my research on the subject
of withholding has been provided by
the former General Counsel of the Treas-
ury Department, Mr. David A. Lindsay.
Yesterday, it will be recalled, the chair-
man of the Ways and Means Committee
referred to a speech made by Mr. Lind-
say, who is my brother, in September
1960 in which reference was made to the
amount of uncollected taxes represented
in dividends and interest. The implica-
tion was clear, unfortunately, that Mr.
Lindsay favored withholding. Quite the
contrary, he opposes it; and in his speech
he points out that modern data process-
ing will make withholding archaic and
that it will result in unfair, massive
overwithholding. When the committee
rises and we go back into the House, I
intend to ask unanimous consent to have
the pertinent parts of Mr. Lindsay's
speech inserted at this point in the
REcorD:

REMARES BY Davip A, LiNDsAY, GENERAL
CoUunseL, U.8, TREASURY DEPARTMENT, BE-
FORE THE TAX INSTITUTE SYmMPoOsIUM, CHI-
caco, Inn,, SEpTEMBER 29, 1960
A subject of interest to the Treasury and

management allke ls the gap in reporting
certailn income and possible measures that
might be taken to close the gap. While the
problem is not limited to dividends and in-
terest, particular attention has been given to
those items in recent years. Recent studies
have indicated a gap in the amount of divi-
dends pald to individuals and the amount of
the dividends reported on individual tax re-
turns of approximately $1 billion, or failure
to report about 10 percent of the total
amount of dividends received.

It should be noted that a portion of un-
reported dividends would not have been tax-
able since the total includes amounts re-
celved by individuals required to file but not
subject to tax and by individuals entitled
to an offset as a result of the $50 dividend
exclusion.

It was also estimated that about $3 billion
of interest, which i1s about one-half of the
interest received by individuals, was not re=-
ported. Here again, a portion of the un-
reported Interest would not have been
taxable,

In the last session of Congress, the Senate
PFinance Committee instructed the staff of
the Joint Committee on Internal Revenue
Taxation, in cooperation with the Treasury,
to study the possibility of instituting a with-
holding system. While the Treasury's own
studies on withholding have covered broader
areas than dividends and interest, the Sen-
ate Finance Committee and the joint com-
mittee staff have focused attention on div-
idends and interest, and more particularly
on dividends. As a result of joint studies
to date, it appears that it would be extremely
difficult, if not impractical, to institute an
adequate withholding system for Interest
payments at this time.

While the mechanics of withholding are
less difficult in the case of dividends, here,
too, there are a number of difficult problems.

From the standpoint of the Internal Reve-
nue Service, a withholding system on divi-
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dends and interest would appear to require
dividend and interest payers to furnish a
form or forms similar to the W-2 form used
with wages. BSuch a form would show the
taxpayer the net dividend or dividends he
recelved, the tax withheld, which he should
take as a tax credit, and the gross dividend
to be reported in his return. The form
would be attached to the return. It would
be used to support and to speed refunds in
the many instances of overwithholding due
to withholding in the case of tax-exempt
institutions and nontaxable individuals and
overwithholding in the case of elderly and
retired persons, many of whom would be in
low-income brackets.

With exceptions, it would be simpler from
the standpoint of management to handle
withholding without issuing a W-2-type
form to the taxpayer.

The largest gap in interest and dividend
reporting comes from the cumulative effect
of many fallures to report small amounts.
Particularly with respect to interest, we are
dealing with a myriad of small holdings and
small accounts. Moreover, in many instances
there are interposed between the payer and
the recipient a number of levels or tiers,
such as transfer agents, nominees, and fi-
duciaries. In addition, there is a large turn-
over in shareholder accounts.

If across-the-board withholding is Insti-
tuted without the necessity of payers fur-
nishing statements on W-2-type forms to
taxpayers, the Treasury might be faced with
a problem as, or possibly more, serious than
the present gap in reporting. The Internal
Revenue Service would be pressured to make
refunds promptly, as it does in the case of
overwithheld wages, but without the bene-
fit of a simple check against the taxpayer's
copy of the withholding form, and without
time to make an audit of the claimant’s tax
return.

Ultimately, through the development and
utilization of electronic data processing
machines, referred to as our automatic data
processing program, it is possible that with-
holding on dividends, interest, and other
items as well, will become unnecessary or, if
considered advisable, will be more practical
than it is at the present time. To achieve
optimum utilization of electronic data
processing machines, it will be necessary to
introduce a permanent taxpayer account
numbering system, primarily based on social
security numbers. A taxpayer account num-
bering system would be helpful even without
automatic data processing as it would clearly
facilitate matching of returns. Names ap-
pear in a variety of ways, and addresses vary.
Numbers can be compared with exactitude.
Also, to achieve optimum results, it is neces-
sary to increase our efforts toward coordi-
nated planning among Federal and State tax
collecting agencies and management.

Not only the Internal Revenue Service but
also several of the large corporations which
disburse their own dividends, and many of
the disbursing agents, primarily banks and
trust companies, have on order, or plan to
order, expensive machinery, some of which
could dovetail with the Federal program
and some of which might not. In planning
for the future use of such machines, it is
essential that mutual problems and needs
are understood in the hope that the plan-
ning can be coordinated intelligently.

In the meantime, every effort should be
made to Improve reporting of dividends and
interest as well as other forms of income
within the framework of existing law. It
appears that much of the gap in reporting
is due to negligence, but some of the failure
to report is wiliful.

Last year the Treasury called upon many
groups active in the dividend and interest
fleld to cooperate in an information pro-
gram designed to obtain more complete re-
porting of dividend and interest income.
The program resulted in more than 75 mil-
lion special notices belng mailed to recip-
ients of dividends and Interest. This distri-
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bution was supplemented by a coordinated
ormation using mnewspapers,
television.

full cooperation. Posters were prepared
distributed. In some areas there was joint
sponsorship of newspaper items on the sub-
ject. Excellent cooperation was given by
tens of thousands of corporations, banks,
and individuals.

Only about 5 months have elapsed since
the filing date for the returns covering the
year 1959, and therefore it is too early to ap-
praise fully the extent of increased report-
ing of dividends and interest. Nevertheless,
we do have indications of the program's suc-
cess from district directors' offices, from ex-
aminations of selected tax returns before and
after the program was instituted, and from
the increase in receipts from individuals on
nonwithheld income. Larger surveys are
underway and should be completed by the
end of the year. These should provide fur-
ther information on the effectiveness of the
program.

As indicated earller, some of the failure to
report is willful. The Department of Justice
readily agreed to cooperate with the Service
in a vigorous enforcement program. Special
attention has been given to cases involving
the failure fully to report dividends and in-
terest. More than 300 such cases are now in
various stages of investigation or prosecu-
tion. Thirty-one convictions have been ob-
talned resulting in the imposition of fines
ranging up to $20,000, and in some cases im-
prisonment.

It is expected that the matter of withhold-
ing will be considered by the 87th Congress
and that advantages and disadvantages of
withholding will be weighed against the re-
sults of the program which I have just de-
scribed.

I shall not venture a prediction concerning
elther future congressional action in this area
or the possibility that immediate solutions
to problems presently inherent in with~
holding will be found. I do suggest, how-
ever, that legislation for the sake of legis-
lation, legislation that ignores the major
area of gap by focusing only on dividends or
by setting a ceiling under which amounts
distributed would not be subject to with-
holding, would be ineffective for purposes of
closing the gap.

Mr, MILLS. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from Texas [Mr. THOMPSON].

Mr. THOMPSON of Texas. Mr.
Chairman, I shall vote for the bill and
against the motion to recommit.

Mr. Chairman, one of the constructive
features of the bill now before us is the
encouragement and financial assistance
it gives farmers who wish to modernize
equipment and increase efficiency of their
crop and livestock production operations.

The significant provision in relation-
ship to agriculture is the allowance of a
T-percent tax credit for investment in
equipment and machinery.

The growing importance of mechani-
zation to American agriculture is illus-
trated by the fact that as of today the
investment in machinery and motor
vehicles on farms is nearly $16 billion.

Farmers annually spend over $2.5 bil-
lion for machinery and motor vehicles.

The rapid expansion in mechanization
of farm operations began back in the
1940’s when wartime labor shortages and
favorable prices encouraged a substitu-
tion of machinery for hand labor. More
recently the cost-price squeeze has
caused farmers to continue investing in
machinery and equipment to achieve
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lower unit costs that will maintain, and
even increase, incomes.

In the Corn Belt, farmers producing
10,000 to 14,000 bushels of corn can re-
duce harvesting and storing costs from
10 to 15 percent through use of mechani-
cal picker-sheller and mechanical dry-
ing equipment.

Mechanical cherry pickers and asso-
ciated equipment reduce harvesting costs
in Michigan about $35 per ton.

On medium and large clay-soil cotton
farms in the Mississippi Delta, advanced
technology including mechanical har-
vesting would increase returns to land
and management severalfold compared
with current practices. Similar com-
parisons indicate more than a doubling
of returns on deep, moderately sloping
land in southwest Oklahoma.

Even in livestock production the shift
from a low to a high level of technology
will increase the income one man can
earn by 70 to 80 percent in poultry, hog,
and dairy enterprises. Improved tech-
nology in livestock production requires
increased investments in buildings as
well as in machinery and equipment,
but it is clear that increased mechaniza-
tion is a must for both the livestock and
the crop farmer,

Under the bill the tax savings result-
ing from investment credit on a $5,000
tractor would be $350, reducing the
farmer-buyer’s net outlay to $4,650.

Other tax savings range from $217 on
irrigation equipment to more than $2,000
on a large, caterpillar type tractor

Tax savings resulting from t.h.e in-
vestment credit on purchases of a typi-
cal list of farm equipment items follow:

Reduction
in cost | Net cost
Approxi-| through after
Item mate |taxsavings|7-percent
cost from 7- credit
percent
credit
Cotton%:ker, self-
-mw..-- $17, 000 $1,100 | 815,810
5, 000 350 4,050
powar ............
Ryt 30,000 2,100 | 27,900
1i-propelled -
blne.llls-fom-_.a.-.- 8, 500 595 7,905
self-
combine, 18-foot____| 10,000 700 9, 300
Cornpicker, sheller,
and dryer. - coo.... 8, 000 560 7,440
‘With tractor___.___ 13, 000 910 12, 090
Mechanical cherry-
picker and asso-
clated equipment...| 11, 000 770 10, 230
IRRIGATION SYSTEM
(SOUTHEASTERN
STATE)
General farm._ ... 3,100 217 2,883
4, 600 3z 4,278
8, 900 623 8,217

Mr. MILLS. Mr. Chairman, I yield 5
minutes to the gentlewoman from Michi-
gan [Mrs. GRIFFITHS].

Mrs. GRIFFITHS. Mr. Chairman,
surprising as it may seem to some of my
friends on my side of the aisle, I would
like to say a few kind words about the
tax-investment credit. It has been said
both privately and publicly, and by polls
taken in some newspapers, that this is
really a bonanza for the rich. To some
extent it is a bonanza. They are already
permitted a 100-percent writeoff on their
equipment in their plants, and this will
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give them 7 percent more. But it is not
a bonanza aimed only at those who own
plants; it is a bonanza aimed at the
long lines of unemployment throughout
this Nation.

Those lines of unemployment in our
hometowns have been created in this
country because of the lack of customers.
America was the first nation that discov-
ered businesswise that customers were
better than colonies. You could pay any
price for raw material if you could ask
any price for the finished product. We
are the largest sellers of goods abroad,
but we regard that market as a second-
ary market. We are not too interested,
really.

Today, however, through our own ef-
forts we have poured our own treasure
into building up the nations of the world.
Therefore, it is essential that we be able
to compete in the marketplaces of the
world on a fair basis. That is all we are
asking, not to lower our own standard of
living, but to be able to sell. This bill
is one attempt to make it possible for
g:;;rican industry to compete on a fair

We have more equipment that is 10
years old than any nation in the free
world. We give less of a writeoff. We
have less capital formation on a percent-
age basis than any nation in the free
world. We are up against the tough
realities of life. We have fo be able to
sell, not alone in this Nation, not alone
in Europe, but we must be able to sell
in the rest of the Americas, in Asia, in
Africa, and the only way we are going
to be able to do it is to have productive
machinery combined with the smartest
management and the most productive
labor in the world. Then we will be a
great competitor.

This part of the bill is an earmarked
tax reduction as opposed to an ear-
marked tax. It is an ear-marked tax
reduction, to make possible the building
up of additional and better equipment in
this country in order to make us better
competifors in the markets of the world.

I urge you to oppose the motion to
recommit and fo vote for the bill which
will put America back to work.

Mr. BAKER. Mr. Chairman, I yield
5 minutes to the gentleman from Kansas
[Mr. ELLSWORTH].

Mr. ELLSWORTH. Mr. Chairman,
the administration’s proposal to start
taxing foreign income earned by over-
seas branches or subsidiaries of American
firms is bad—bad for American workers’
job security, bad for the gold flow prob-
lem, and bad for America’s position as
the powerful industrial and economiec
leader of the free world.

The administration’s public relations
campaign on this issue has been domi-
nated by four myths—and these same
myths have even cropped up here in
Commitiee debate yesterday and today.
The administration and its followers con-
tinue to cling to the old mythology—
probably mostly to avoid that very worst
of Government embarrassments: the ad-
mission that they have been wrong all
along.

The first myth we have heard is that
American investment in Europe means
less investment and so less jobs in the
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United States. Mr. Chairman, that is
nonsense. Establishing plants in Europe
has been imperative to preserve or create
markets that would otherwise have been
lost to European competitors. There
was no chance of supplying those mar-
kets with goods made in America—be-
cause of transportation or other costs, or
because of the necessity for close knowl-
edge of local conditions, or because of
other marketing or business reasons.

In faect, it is not possible to find any
significant value or volume of imports
back to the United States from branches
set up abroad.

In fact, the opposite is true: Overseas
branches and subsidiaries create and
preserve job opportunity and security for
American workers. In each of the last
4 years, for example, 19 big American
firms alone sold over $150 million worth
of American-made equipment, compo-
nents, supplies, and materials to their
worldwide branches.

This ties in to the second myth: The
outworn slogan that cutting down on
European investment would substantially
help the balance of payments. There is
a grain of truth in this, as there is in all
myths, but basically it is nonsense. Look
at the facts.

With no allowance for offsets, the gross
cost to our balance of payments, of the
invasion of Europe in the peak year of
1960, was only $280 million. Compare
that figure with the $31 billion of total
payments by the United States, with the
payment deficit itself of $3,900 million,
or with the payment outflow on direct
investment account of $1,700 million.
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Moreover, the figures usually cited are
phony because they include locally bor-
rowed money—Belgian franes, for ex-
ample, borrowed at subsidized rates of
interest—and reinvested or plowed back
earnings of firms already established
overseas.

Obviously, these amounts have no im-
pact whatever on the American balance
of payments and should not be included
as if they did.

A third myth that administration fol-
lowers have repeated over and over
again, in an effort to sell their trade
bill, is the myth that American firms
establish branches in Europe to get in-
side the tariff wall around the Common
Market. That is not so. They establish
branches in Europe because the markets
for their products are big and growing
bigger.

I challenge anyone to name a single
American company whose main reason
for setting up operations in Europe was
the new Common Market tariff.

The fourth myth is the false idea that
the exclusion of oversea income from
U.S. taxation was invented in the post-
war period as an incentive for private
investment. That is not so. The pro-
vision has been in the law since the
Revenue Act was enacted in 1913, and
it should be left there now.

To sum up, Mr. Chairman, I urge the
committee to decide this issue on the
basis of the facts, and its appreciation
of the fast-moving world we live in—not
on the basis of a series of myths, palmed
off on us in the course of a high-pow-
ered advertising campaign.
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The administration’s proposal is bad—
bad for American workers’ job security,
bad for the gold flow problem, and bad
for America's position as the industrial
and economic leader of the free world.

I urge the committee to defeat this
portion of the pending bill,

Mr, MILLS. Mr. Chairman, I yield 10
minutes to the gentleman from Cali-
fornia [Mr. KINcG].

Mr. KING of California. Mr. Chair-
man, I wish to address myself to what I
consider to be the central issue in this
debate, the matter of dividend and in-
terest withholding.

The Republicans have described this
provision as resulting in massive over-
withholding. The description in my
opinion does not square with the facts.

These are the simple faets.

First. At the present time, there is
positive evidence of evasion to the ex-
tent of $850 million in taxes a year. On
this figure, there is no dispute.

Second. This is not corrected by pub-
licity campaigns. A large-scale effort to
tell dividend and interest recipients
about their tax liability in 1959 did not
reduce the tax evasion.

Third. This tax evasion will not be
stopped by information returns and auto-
matic data processing.

Fourth. The withholding provisions of
the bill are simple and efficient. The
overwithholding involved is completely
trivial. I use the word “trivial” inten-
tionally.

To indicate the magitude of the eva-
sion problem, I direct your attention to
the following table:

TaBLE 1.—Selected examples of substantial underreporting of dividends and/or interest in 1961 fraud-prosecution cases!

Dividends and/or interest Dividends and/or interest
Adjusted Adjusted
Case | Deter- Tax isroe: Occupation of taxpayer Case | Deter T ufmss 0 f
neome ceupation o y > w ax come ccupation of taxpay
No. mined |Reported| Under- | year per No. mined | Reported| Under- | year per pak ISIpeae
to be on reported return to be on reported return
report- return report- return
able able
1 $3, $361 | 1954 $10, 727 | Busdriver. 13 | $12,248 $0, 743 | 1055 13, 501 | Retail merc] estor
5,303 1,308 | 1055 | 11,279 | Schoolteacher. 14, 640 koo | aore. | 3R o [t zueschant, n veuor.
6, 130 2,012 | 1956 10, 631 9, 200 6,072 | 1057 (17, 968)
6, 960 2,806 | 1957 10, 499 14 16, 708 16, 703 | 1955 (* Retired.
7,089 3, 1958 8, 646 18, 852 18, B52 | 1956 {
2 1,284 1,284 | 1954 1,518 | Insurance agent and 19, 100 19,100 | 1957
1,319 1,319 | 1955 2, 639 farmer, 15 866 753 | 1954 440 | Chiropractor,
1,403 1,403 | 1956 4,571 1, 189 1,075 | 1955 462
1,905 1,905 | 1957 4, 086 1,887 655 1,332 | 1956 2,424
3 567 487 | 1954 (521)| Attorney. 2,618 1,513 | 1957 1, 512
800 600 | 1956 528 16 3, 500 80 3,110 | 1954 0,186 | Dentist,
1,233 1,085 | 1056 121 4,727 4,207 | 1955 4, 400
4 267 267 | 1957 5 848 | Farmerand dairy operator. 5, 402 650 4,752 | 1956 7,720
- 2,149 | 1958 5, 485 6, 305 732 b, 573 | 1057 8,337
353 2,420 | 1955 10, 451 | Insurance salesman. 7,283 1,901 , 202 | 1958 11,084
3,006 | 1956 8,810 17 2,648 2,648 | 1954 6,207 | Bervice station appliances,
1, 983 | 1957 7,375 4, 484 4,484 | 1955 6, 185
6 5, 850 | 1954 1,581 | Truck gardener. 4, 514 4, 514 | 1950 G, 613
5,778 | 1955 1, 640 4, 584 4, 584 | 1957 6, 805
5,704 | 1956 1, 604 18 1,803 1,893 | 1054 2,216 | Dentist.
5,387 | 1957 1,621 1,952 1,952 | 1955 2,101
T 403 | 1954 Check casher. 2,129 2,129 | 1956 2,133
591 | 1955 2,257 2, 257 | 1957 780
728 | 1956 L) 19 4,181 4,130 | 1953 21,027)| Drycleaning and laundry.
636 | 1957 g 3, 800 3,800 | 1954 | (15,041)
001 | 1958 4, 666 2,100 2,566 | 1955 (5, 834)
8 1,002 | 1954 4,025 | Doctor. 8, 409 1, 556 6,043 | 1956 (735)
085 | 1955 4,147 9, 725 8, 600 1,125 | 1057 14,079
1,301 | 1956 (50) 20 6,016 1,533 5,232 | 1054 465 | Frult dealer and money-
565 | 1957 3,673 6, 233 1,100 5,124 | 1965 (14)| lender,
9 6,175 | 1953 4,403 | Wholesale merchant, 7,088 807 6,101 | 1956 (524)
5 078 | 1054 558 8,435 871 7,564 | 1057 61
1,358 | 1955 7,418 8, 006 1,430 7,467 | 1958 483
10 95 | 1956 (i) Attorney and tax prac- 21 24, 666 13, 729 , 937 | 1954 5,490 | Loan business.
368 | 1057 (7; titioner. 31,7 19,827 11,944 | 1955 13, 540
346 | 10568 (2 31, 612 20, 462 11,150 | 1956 14, 089
11 802 | 19556 7,851 29, 168 22,176 6,902 | 1957 16, 561
1,068 | 1956 15,198 | Printer. 2 8,125 1,723 6,402 | 1954 9,032 | Attorney and farming
2,428 | 1957 14, 2756 11, 417 1, 252 10, 165 | 1955 12, 056 rentals.
2,518 | 1958 5, 341 9,121 1, 826 7,205 | 1956 19, 431
12 1,088 | 1954 4,140 002 ) .. i 602 | 1954 5,680 | Naval officer,
i.:—’gg }ggg %g Danee studio manager. 2,082 680 2,762 | 1955 8, 250

See footnotes at end of table.
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TasLe 2.—Selected examples of substantial underreporting of dividends and/or inlerest in 1960 fraud-proseculion cases !
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TasLE 3.—Selected examples of substantial underreporting of interest income uncovered in 1960 information document survey !

Interest covered by information Interest covered by information
documents Adjusted documents Adjusted
Case gross Payer of underreported Case gross Payer of underreported
No. income per interest No. income per interest
Determined| Reported | Under- return Determined| Reported | Under- return
on return | re| to be on return | reported
reportable
$1,254 $1,378 | Commercial bank. o S R CREESA $2,263 $7,549 | Credit union.
980 120, 305 Sa‘}ringa and loan associa- AL ) T 1, 552 5, 681 B.aﬁvgllgs and loan associa-
0n. n
3,235 7,084 | Corporation. 4] i R 2,875 6,002 | Corporation.
bl @ | Qommeralbenk. plEle—] RSBl gvmb| Commernialeak
O OTESIE R | G TR RS 0o company.
1,062 8,120 | Commercial bank. 1,311 |.. 1,311 g; Commerclal bank, g
1,010 11,736 | Bavings and loan associa- 2,080 |- 2, 636 6, 634 Do.
tion. 1,227 | .. 1,227 21, 084 Do.
ho | %1% | DiR tnearance eom 1200 1900 | 540 | Corpov
SUraNee company. orporation.
1,015 "373 | Commercial bank, 6,970 8 970 @ Po.
1 Underreporting confirmed by audit. Bource: Treasury Department,
# None rel d.

TasLe 4—Selected examples of substantial underreporting of dividend income uncovered in 1960 information document survey !

Dividends covered by information Dividends covered by information
documents documents
Adjusted Adjusted
Case No, gross income Case No, gross income
Determined | Reported on Under- per return Determined | Reported on Under- per return
to be return reported to return reported
reportable reportable
BN e $1,250 $16, 814 $024 $34, 161
38,062 $2,084 078 18,075 5, 855 18, 032
2,520 1,817 1,208 4, 544 1, 266 85, 481
4 5, 804 4,642 1,162 1,742 837 3,247
5 5,883 1,988 3, 400 074 074 @
6 1, 764 583 1,181 25, 238 1, 510 55, 235
7 5, 367 4, 387 980 947 W7 @
8. 14, 156 9, 845 4,811 3,161 1, 187 5, 084
B 2,74 1, 603 1,121 5 507 |- 5, 507 ®
10. 18, 864 17, 496 1, 368 3, 515 38, 515 3, 562

1 Underreporting confirmed by audit,
2 None returned.

In 1959, under Republican auspices,
there was a massive public information
program. Banks flooded their depositors
with notices telling them that they
should report and pay tax on interest in-
come. Corporations included the same
kind of notices with their dividend
checks. Both the banks and the cor-
porations saw the handwriting on the
wall; they saw withholding in the offing
if this publicity campaign did not work.
What happened? There was, on the
basis of comparative audits by the In-
ternal Revenue Service, more underre-
porting in 1959 than there was in 1958.

What about information returns? The
case has been put by the minority that
this tax evasion on dividends and in-
terests can be stopped by greater use of
information returns along with auto-
matic data processing. What this would
require is that every bank and corpora-
tion would have to submit an informa-
tion return on all the dividends and in-
terest they pay. Then the machines
would match these information returns
with the tax returns of the recipients to
find out what dividends and interest were
not reported.

This system would require 750 million
information returns, 750 million to be
matched with about 60 million tax re-
turns.

This would increase by five times the
number of information returns that are
now received by the Government.

The result of all this matching, after
the cost of preparing the information
returns and preparing the information

Source: Treasury Department.

for the machines, is just a list of dis-
crepancies which may be explained by
other reasons than underreporting. In
any case the discrepancies would have to
be followed up by correspondence or of-
fice audits, with the taxpayer interrupt-
ing his own business to come to the in-
ternal revenue office, or by field audits
with the agent going to the taxpayer’s
office. Affer settling the tax liability, it
may still be necessary to use special col-
lection procedures, tax liens, and the like,
to get the money.

The Commissioner of Internal Reve-
nue, the very capable Mortimer Caplin,
has estimated that an information re-
turn procedure would produce only $200
million of revenue at a cost of $27 mil-
lion. Withholding will produce $650
million of revenue at a cost of only $19
million.

I think it is clear that there is a mas-
sive tax evasion problem in the matter of
dividends and interest. Publicity has
not worked. Information returns will
not work. Withholding, however, will

work simply and efficiently.

Mr. McCORMACK. Mr. Chairman,
will the gentleman yield?

Mr. KING of California. I yield to

the distinguished Speaker,

Mr. McCORMACK. These are the
people under the present law who are
supposed to pay their taxes and are not
paying them; is that not correct?

Mr. KING of California. The distin-
guished Speaker is precisely correct.

Mr. McCORMACK. I do not under-
stand how any Members can permit a
situation like that to continue when

everybody else is covered by withhold-
ing, everybody who works, no matter
where they are working. Here $650 mil-
lion is lost from people who are sup-
posed to pay their taxes but are not do-
ing so. I do not see how anybody can
vote to eliminate the withholding feature
of this bill.

Mr. KING of California. I certainly
agree with the gentleman.

Under the bill, after exemption cer-
tificates, 15 million people will be
subject to withholding. Out of these
cases there will be overwithholding in
only 2 million cases and in 1 million
of these the overwithholding will be less
than $10. In virtually all of the other
cases, there will be quarterly refunds.

Two million cases of overwithholding
out of fifteen million. Only 13 percent.
Seventy-three percent of the persons
subject to wage withholding have over-
withholding today and on wage with-
holding there are only annual refunds.

To call this massive overwithholding,
as the minority does, is, and I am using a
charitable phrase, misrepresentation.

Under the bill, the filing of exemption
certificates will be extremely easy for
those who expect to have no tax liability.
The filing of refund applications will be
equally easy.

Before voting on the motion to recom-
mit, I want you to give serious thought
to the matter of whose interest you are
serving when you vote to delete divi-
dend and interest withholding.

A vote to recommit is not a vote to
protect low-income widows and orphans.
They are protected under the bill.
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A vote to recommit is not a vote
to prevent massive overwithholding.
Compared to what we now impose, with
virtually no protest, on wage earners,
the overwithholding on dividends and
interest under this bill is trivial.

A vote to recommit is a vote for tax
evaders, conscious or unconscious. The
record is clear. The alternatives to
withholding would not work. With-
holding will work with minimum incon-
venience to the people involved.

No doubt many people have written to
you on the basis of frightening propa-
ganda that they have been given about
withholding. On any objective analysis
of this problem, these scare stories have
no substance. These stories have been
manufactured by people who know
what the facts are and they have been
deliberately circulated among other
people who do not know what the facts
are. The membership of this House
should not be taken in by such tactics.

Mr. BAILEY, Mr, Chairman, will the
gentleman yield?

Mr. KING of California. I yield to
the gentleman from West Virginia.

Mr. BAILEY. Mr. Chairman, I am
concerned about a fixed group under this
withholding provision of this proposed
legislation. I am chairman of a sub-
committee that is now conducting na-
tionwide hearings in the field of aid to
the aged. I should like the gentleman
to explain, so the record will show clear-
ly, what the situation is as it affects our
older citizens who have some dividend
and interest income. If it is frue that
nobody after retirement age will be cov-
ered by this bill, that answers a part
of the problem. Could the gentleman
from California say whether people who
have reached the retirement age are ex-
empt from the provisions of this bill?

Mr., KING of California. They are
not exempt, but there are procedures de-
signed to afford them relief.

Mr, MILLS. Mr, Chairman, will the
gentleman yield?

Mr. KING of California. I am pleased
to yield to the distinguished chairman
of the committee.

Mr. MILLS. Is it not true that this
matter of whether taxes on interest and
dividends are to be withheld from a per-
son above the age of 17 is dependent upon
that individual's tax liability? If the
individual at any age over 17 feels that
he will not owe a tax on the amount of
interest or dividend that he receives when
he receives it, then he can advise the in-
stitution of that fact and there will be
no withholding with respect to him,
either of interest or dividends; is not
that true?

Mr. KING of California. The chair-
man of the committee is correct.

Mr. MILLS. It should be borne in
mind by the gentleman from West Vir-
ginia, our friend, Mr. Bamey, that the
people to whom he refers over 65 have
what we call a double exemption. In-
stead of a $600 exemption from income,
they are entitled to a $1,200 exemption.
A man and his wife, living together, fil-
ing a joint return would, therefore, get
$2,400 of income before they would be
required to pay any tax, not taking into
consideration any other deductions. So
that most of these people to whom the
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gentleman refers would be entitled to file
an exemption certificate and withhold-
ing would not occur against them

Mr. BOGGS. Mr, Chairman, will the
gentleman yield?

Mr, KING of California. I yield to
the gentleman from Louisiana.

Mr. BOGGS. The additional fact is
that it seems that most of these people
are in a special category which is not
subject to the tax.

Mr. MILLS. And, in addition, there
is a $50 exclusion with respect to divi-
dend income, as the gentleman from
California knows, so that all these things
added together mean that most of the
people over 65 will be entitled to file a
certificate exempting them from with-
holding.

Mr. BAILEY. Mr. Chairman, will the
gentleman yield further?

Mr. KING of California. Iyield to the
gentleman from West Virginia.

Mr. BAILEY. I would like the dis-
tinguished gentleman to clarify this situ-
ation. In the event an individual files a
statement saying that they are not sub-
ject to the payment of taxes and files
that with the concern from which they
are getting their dividends or interest,
and suppose that concern does not honor
that affidavit or sworn statement and
puts that person on the list for with-
holding, and I am thinking of a man
and woman who are trying to live now on
$100 a month, and I certainly would not
want to see them lose $20 of that because
the concern which was paying them the
dividends or interest left them on the
list to be withheld against and made the
deduction.

Mr. MILLS. On the day that the in-
dividual is notified of the fact that there
has been tax withheld unjustifiably, he
can apply for a refund from the Inter-
nal Revenue Service, and we are assured
by the Internal Revenue Service and the
Treasury that these refunds will be for-
warded to the people in not longer than
3 to 4 weeks. Actually, there is not
a lengthy period involved at present
from the time of receipt of a claim for a
refund and the time of the actual mail-
ing of that refund. So that at the most,
in the instance to which the gentleman
from West Virginia refers, there need
be a delay of no more than 3 weeks
before this person would receive the
refund.

Mr. BAILEY. I thank the gentleman.

Mr. MILLS. Mr. Chairman, will the
gentleman yield?

Mr. KING of California. I yield to
the gentleman from Ar

Mr. MILLS. Would the gent.lema.n
from California restate the information
he gave the House a few minutes ago on
this question of overwithholding in the
area of interest and dividends? The
charge has been made, as the gentleman
knows, that there would be massive over-
withholding, and that seems to justify
some people in believing that no effort
should be made to try to close this gap
of escaping tax dollars that are pres-
ently due and owing on interest and
dividends. Would the gentleman point
out to the House what he said a few
minutes ago with respect to the number?
Did he say there would not be over 13
percent of people who draw interest and
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dividends who would be overwithheld on;
is that the gentleman’s statement?

Mr. KING of California. That is cor-
rect. The percentage is 13 percent,.

Mr, MILLS. Did not the gentleman
say that there are some 37 million peo-
ple presently having salaries that are
overwithheld on?

Mr. KING of California. The gentle-
man is correct.

Mr, MILLS. What percentage of peo-
ple is that?

Mr. KING of California. The per-
centage of people there is 73 percent.

MILLS. And there are only 13
percent. here; is that correct.

Mr. KING of California. The gentle-
man is correct.

Mr. GROSS. Mr. Chairman, will the
gentleman yield?

Mr. KING of California.
the gentleman from Iowa.

Mr. GROSS. The gentleman from
Virginia [Mr. HarrisoN] seemed to give
the impression that all of these people
were wealthy young widows. Does the
gentleman concur in that and could he
break that down to tell us what percent-
age of these are wealthy young widows?

Mr. KING of California. I am not
able to answer that question.

Mr. Chairman, I suppose I have re-
ceived more mail opposing the with-
holding provision than any other Mem-
ber of this House, not only because of
membership on the committee but also
because I am a Representative from one
of the largest districts in the country.
It seems clear that the vast majority of
these letters were stimulated. In most
instances, I cannot remember the num-
ber, perhaps an aggregate of five or six
hundred letters have been stimulated by
corporations, or by institutions whose
leaders through the last month or two
have agreed with the Treasury officials
that they can live with this provision;
that they can live with withholding;
that it is not going to immeasurably in-
crease their employee team; and that it
is not going to bring about a reduction
in the interest paid or dividends.

I must add that I do not want to seem
unsympathetic about this hardship. I
only wish that some of this concern
about aged couples might be expressed
by the same Members who are now weep-
ing about overwithholding when it comes
to legislation that deals with aged peo-
ple who are in need. While I have some
concern for the overwithholding that
will be imposed on the couple with sev-
eral thousand dollars of dividend income,
I must admit that I have greater concern
for the aged couple that has several
thousand dollars of medical expenses
and no dividend income, I have greater
concern for the aged couple who are
striving to make ends meet on inade-
quate relief payments.

Unfortunately, many of the people
who have opposed dividend and interest
withholding have used up all of their
sympathy in bemoaning the plight of
our senior citizens with common stock
and have none left over for senior eiti-
zens with common sickness.

Of course, the matter of some over-
withholding on aged couples has as much
relation to the present problem as the
famous red herring. It has been

I yield to
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enormously exaggerated, frequently by
the same people who show very little
concern for legislation dealing with the
w&lbfd.gre of elderly persons who are in
n

Mr. Chairman, I would like now to an-
swer some specific points that are raised
about withholding in the minority report.

First. ADP should be substituted for
withholding.

The minority report stresses that the
Internal Revenue Service is adopting an
automatic data-processing system and
that this, coupled with account numbers
and information returns, should be used
to collect the unreported tax on divi-
dends and interest.

The report fails to state that an ADP
information return system would prob-
ably be more burdensome on the payers
of dividends and interest, would be un-
workable in some areas, and would, for a
higher cost, recoup only one-third as
much of the unreported tax as with-
holding.

Use of ADP information returns would
necessitate requiring information returns
with respect to almost all dividend and
interest payments. At present, only in-
terest payments over $600 must be re-
ported and no reporting is required in
the case of bond interest. Because of
the millions of interest payments, the
information return requirement would
be very burdensome on the payers.
When the purchaser of a bond receives
interest only part of which is includible
in his income, he nevertheless will be
subject to audit since the information
return will show him receiving the whole
interest payment. On the other hand,
there will be no information as to the
amount taxable to the seller.

Even with an expanded information
return system and a matching of these
returns with the returns of the dividend
and interest recipients, not one cent of
tax would have been collected. There
would have to be audit and enforcement
followup in each case where a discrep-
ancy is indicated. The Commissioner of
Internal Revenue estimates that no more
than $200 million of the $800 million
annual revenue loss could be recouped
through these enforcement procedures.
This would be at a cost of $27 million.
For only $19 million, withholding can
recoup $650 million each yvear and still
leave free the ADP audit procedures to
recapture most of the remaining $150
million of the yearly revenue loss.

Second. Overwithholding on wages
example of problem in dividend and in-
terest area.

The minority report states that, de-
spite the allowance for personal exemp-
tions and the standard deduction, wage
withholding results in 40 million annual
refund claims. This figure is used to
show the magnitude of the probable
overwithholding on dividends and inter-
2}; tt;}lem no such allowance is per-

The minority report ignores the fact
that much of the overwithholding on
wages is voluntary through individuals
claiming less than the number of exemp-
tions to which they are entitled. This is
done so that withholding will completely
cover the wage earner’s tax liability or
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as a form of savings. In addition, very
few of the 40 million taxpayers who
claim refunds complain of having to do
80.

Third. Twenty percent withholding
rate exceeds effective rate of tax.

The minority report states that a with-
holding rate of 20 percent is higher than
the average effective tax rate for most
recipients of interest and dividends.

The 20 percent withholding rate
equals the tax rate at the first bracket.
While a taxpayer at the first bracket
will have a somewhat lower effective rate
because of the standard deduction and
dividend exclusion and credit, it is not
possible to set & withholding rate at the
exact effective rate because of the need
for an even gross-up factor.

In addition, many interest and divi-
dend recipients are taxable at higher
than the first brackets. For example,
about two-thirds of the dividend and in-
terest recipients who file tax returns have
gross income over $5,000. In compari-
son, almost two-thirds of those individ-
uals reporting wages have gross income
under $5,000.

Fourth. Unclaimed refunds will be

large.

The minority report states in several
different places that withholding will
result in a large windfall to the Govern-
ment in the form of unclaimed refunds.
As an example, it indicates that there
are some 32 million bank accounts in-
volving withholding of less than 40 cents,
and that many of the depositors in these
accounts will not undertake to file either
an exemption certificate or a claim for
refund with the result that these with-
held funds will be a windfall to the Gov-
ernment.

These figures are very misleading.
The 32 million accounts evidently in-
clude accounts paying no interest be-
cause they are dormant accounts or ac-
counts where no interest is paid as a
matter of bank policy. Therefore, this
figure in itself is open to question.

However, even assuming they are cor-
rect, it is by no means true that all the
withheld funds will be forfeited to the
Government. First, many of these
small accounts will be automatically ex-
empt through the exemption for all
school savings accounts without regard
to the filing of exemption certificates.
It is estimated that savings accounts of
6 million children will fall in this
category.

Second, many of the depositors will
have other income—such as wages—
and, as a result, will owe tax for the
yvear. These individuals are required to
file income tax returns on which they
will be able to take credit against their
tax liability for the 40-cent withhold-
ing. The returns will clearly show that
these individuals must report their in-
terest income and also that they may
take a credit for any withheld tax.
There should be no reason for them
to forget to take the credit.

Third. Even though they owe no tax
for the year, many of these depositors
will be required to file tax returms be-
cause they have more than $600—$1,200
if over 65—of income. The returns will
clearly indicate they are entitled to a
refund.
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Fourth. Many of these individuals will
avail themselves of the exemption cer-
tificate procedure.

Therefore, after taking into account
all these different situations, it seems
clear that only a very small number of
feople will in fact forfeit their withheld

ax.

Fifth. Estimate of unreported tax is
overstated.

The minority report states that the
Treasury estimate of $800 million of un-
reported tax is grossly overstated.

These revenue figures are based on
Treasury estimates from data compiled
from 1959 returns—the latest data avail-
able. They are in substantial accord
with the estimates of the prior Repub-
lican administration. For example, Mr
David A. Lindsay, former General Coun-
sel of the Treasury, in an address before
the Tax Institute Symposium on Sep-
tember 29, 1960, estimated that $4 bil-
lion of interest and dividends were not
reported on tax returns of individuals.
To quote him:

Recent studies have indicated a gap in the
amount of dividends paid to individuals and
the amount of the dividends reported on
individual tax returns of approximately $1
billlon, or failure to report about 10 per-
cent of the total amount of dividends
received.

L L - L -

It was also estimated that about §3 billion
of interest, which is about one-half of the
interest received by individuals, was not
reported.

Sixth. There will be massive overwith-
holding.

The minority report repeatedly states
that the withholding system will result
in “massive overwithholding.” In this
connection, it claims that very few people
will be able to avail themselves of the ex-
emption procedures. In addition, the
minority argue that the quarterly refund
mechanism will be available to only a
relatively few individuals.

In this respect, fhe minority report
misstates the facts. It is estimated that
22.5 million individuals receive interest
and dividends. Only 2 million of these
individuals will be subject to overwith-
holding and only 1 million of them to the
extent of more than $10 annually. Of
the latter 1 million, those with annual
income of less than $10,000—$5,000 if
single—would be eligible for gquarterly
refunds.

In fact, overwithholding is almost
completely avoided by fthe exemption
system. Eight million nontaxable indi-
viduals would be eligible to file exemp-
tion certificates and, thereby, completely
exempt their dividends and most forms
of interest from withholding. An addi-
tional & million schoolchildren would be
automatically exempt from withholding
on their school savings accounts.

Now, Mr. Chairman, I will speak on
the treatment of foreign investment in-
come which is provided by the Ways and
Means Committee bill. Of the 12 sec-
tions of the bill dealing with foreign in-
come and assets, the minority views
concentrate on section 13, dealing with
controlled foreign corporations. I will
do likewise.

The separate views of the Republican
members of the Ways and Means Com-
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mittee are not very clear as to just why
it is desirable to continue to allow Ameri-
can controlled foreign investments to
continue to postpone payment of U.S.
tax beyond eiting a long parade of previ-
ous reports which have favored this. The
recommendations of these reports, how-
ever, related to the special time and cir-
cumstance when the report was written.

The importance of considering the cir-
cumstances of each report is made clear
on page B22 of the minority views. The
statement is made about the policy of
deferring U.S. tax on foreign investment
income that “the concern of the Treasury
stems from the fact that the policy suc-
ceeded. Western Europe was trans-
formed from a debtor to a creditor of the
United States. The policy was and still
is sound.” Look at that statement care-
fully. Tax policy is credited with chang-
ing Western Europe from a debtor to a
creditor of the United States. The other
side of this coin is that the United States
was changed, with respect to Western
Europe, from a creditor to a debtor. This
is the policy that they argue “still is
sound.” It is sound, on their argument,
to continue to build up U.S. debts to
Western Europe. What kind of policy is
this?

The committee bill recognizes that
encouragement of foreign investment
had some of the effects that the minor-
ity views attribute to it but it also recog-
nizes that this is not always appropriate.

From the standpoint of the economy,
there is always some benefit to invest-
ment and consequently we tend to look
on foreign investment as a good thing
because it is investment. Some of the
mystery surrounding foreign investment
might be removed if we catalog the ben-
efits of investment and then ask how
these are affected if the investment takes
place abroad.

Investment increases the return on
capital funds through the profit earned.
In addition, investment increases pro-
ductivity and thereby jobs and wages.
It is clear from our own economic his-
tory that the increase in capital invested
in American industry has enormously
increased U.S. output and the share of
labor in this increased output has re-
mained remarkably stable.

Despite all of the mystery surround-
ing foreign investment, which is accen-
tuated by dark references to the balance
of payments, investment of American
funds in foreign countries has the same
kind of effects. It increases the return
on American capital. The return on
Ameriecan capital invested abroad is apt
tobe relatively good compared to invest-
ment in the United States, because funds
are being placed in a market where there
is, relative to the United States, a cap-
ital shortage. On the other hand, many
of these foreign investments have par-
ticular risk problems associated with
them. On balance, the prospective prof-
its must offset the extra risks because
foreign investment is undertaken freely.

Foreign investment, like investment
in the United States, does increase pro-
ductivity and wages. Unlike domestic
investment, however, the increase in
wages and productivity is paid almost
entirely to the nationals of another coun-
try, wherever the investment takes place.
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I want to talk particularly about how
these effects of investment work out in
the relatively developed countries, such
as Western Europe, Canada, Australia,
and Japan. Before commenting on
these, I will say that foreign investment
in the less developed countries has sig-
nificant advantages to the United States
because it tends to bind these countries
more closely to the Western alliance.
For investment in these less developed
countries, some tax advantage is reason-
able as an extension of the international
political policy of the United States. The
committee bill provides this.

In dealing with the more developed
countries, however, we are dealing with
our trading partners and our approach
should be one of enlightened self-inter-
est and not of disguised foreign aid.

Put on these terms, there is no great
advantage to the United States in in-
creasing productivity, jobs, and wages in
countries like Japan and Germany in-
stead of in the United States. The
United States does not have an unlim-
ited supply of investment funds. Ac-
tually, we are sufficiently concerned
about our available investment funds
that in this bill we are providing an in-
vestment credit designed to increase in-
vestment in American industry.

When funds of American investors are
invested in Western Europe or Japan
rather than in the United States, it is
true that the American investors will de-
rive dividend income from this invest-
ment. But this is the sort of return on
investment which would arise even if the
investment took place in the United
States. The difference is that the in-
vestment return through increased pro-
ductivity, higher wages and more jobs
takes place in Western Europe or Japan
rather than in the United States.

The minority views seem to imply that
U.S. capital being invested abroad has
no impact on the United States unless
it is used to produce something for sale
here in competition with U.S. producers.
This is a very narrow view. Basically it
is a use of capital that could have been
employed to increase productivity in the
United States. No matter how the in-
vestment is used abroad—to produce
things for sale in the United States, to
cut American producers out of an ex-
port market, or to develop a completely
new product—this is capital not avail-
able in the United States.

A great deal of the investment each
year is out of the internal funds of cor-
porations, retained profits, and the de-
preciation reserves. When American in-
vestment takes place in Western Europe
or Japan, these retained profits and de-
preciation reserves will now be in
American-owned foreign corporations
and are likely to be reinvested abroad
instead of here. Foreign investment has
a continuing tendency to build up pro-
ductivity, jobs, and wages abroad, rather
than at home.

How is all this related to trade? So
far as trade in commodities is concerned,
the United States still has a favorable
balance although our wage rates are
higher than those of any other country.
The fact is that the United States has
such an advantage in productivity aris-
ing from the level of education of our
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workers and from the quantity of capi-
tal which our workers use that they can
pay the higher money wages and still
compete in most products. In many
particular lines of products, the rapid
improvement of productivity in Western
Europe and Japan has cut into this
United States advantage and we find
ourselves less competitive.

The basis of the controlled foreign
corporation provisions of the commit-
tee bill is simply that the present law
does not justify continued unlimited de-
ferral as an encouragement to invest-
ment of new U.S. funds in the developed
countries. Encouragement to U.S. cap-
ital to invest in the developed countries
makes investment and productivity there
higher than it would have been anyway,
and investment and productivity here
lower than it would have been.

An American business firm might be
considering a domestic investment that
would promise a return on the invest-
ment of 20 percent a year, which after
the U.S. taxes would be reduced to 10
percent a year. The same firm might
have the possibility of investing abroad
in a project which, after making an
allowance for the special risks of foreign
investment, would return 16 percent a
year but which would be taxed at only
25 percent.

On a before-tax basis, the U.S, invest-
ment is clearly the more efficient, a 20-
percent return compared to a 16 percent
return. On an after-tax basis, however,
the parent company would realize only
10 percent on its U.S. investment and
12 percent on its foreign investment,

This is the distortion of investment de-
cisions which the committee bill wants
to end. The committee bill does not
penalize foreign investment. The for-
eign tax credits are still available as they
are under present law, but by reducing
the opportunity for the parent company
to defer tax on income earned through
a foreign subsidiary we simply bring the
tax treatments closer together. A for-
eign investment which is relatively in-
efficient compared to a U.S. investment
will be less likely to appear efficient on
an after-tax basis.

In view of the fact that American
labor has a substantial interest in do-
mestic investment to increase its pro-
ductivity and wages in this country, this
is a minimum requirement. We are not
penalizing; we are just reducing the spe-
cial encouragement. The fact that the
investors themselves might retain a
higher portion of their profit when the
investment is foreign should not be con-
trolling when we are considering the in-
terests of all of the people in the United
States.

The Ways and Means Committee bill
does not go as far as achieving complete
equality in applicable tax rates on U.S.
funds invested in developed countries
and in the United States. The commit-
tee was impressed with the problem faced
by American investors who have a going
business situation in the developed coun-
tries. A heavier tax on their retained
earnings than that on their immediate
foreign competitors would be a handicap.
The committee bill permits continued
deferral on the operating income of an
American-controlled foreign corporation
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which is reinvested in substantially the
same trade or business which the con-
trolled corporation is conducting.

The committee bill also recognizes the
national advantages of encouraging in-
vestment in the less developed countries.
Certain income which is invested in those
countries is permitted to continue #to
enjoy deferral even though the invest-
ment in a less developed country might
be in a new trade or business.

The commitbee bill is a realistic adap-
tation of foreign economic policy to the
1960’s. It is not subject to the attack
made by the minority views in the com-
mittee report that this does not con-
form to the foreign economic policy of
the 1940’s and the 1950's when we were
participating in the economic recovery
of Western Europe and Japan. In the
words of the minority views themselves,
we have gotten Western Europe out of
the debtor class. We do not have to con-
tinue making the United States more of
a debtor by encouraging investment that
raises productivity, jobs, and wages in
Western Europe and Japan at the ex-
pense of the United States.

The committee bill treatment of for-
eign investment income is consistent
with the word “reciprocal” in our recip-
rocal trade program. Reciprocal trade
is based on open competition. By re-
moving trade barriers, it lets countries
realize their respective productivity ad-
vantages in developing foreign markets.
Under freer trade, the countries of West-
ern Europe and Japan would realize
some of the productivity improvements
that have come about through recent
investment in fhose countries in the
same way that the United States will
be able to realize all the productivity
improvement arising from its own in-
vestment. In this open competition be-
tween productivities, there is no jus-
tification for our continuing to provide
favorable tax treatment to investments
which increase productivity abroad com-
pared to investments which increase
productivity at home. /

Mr. Chairman, I urge rejection of the
motion to recommit, and I urge passage
of the bill.

Mr. BAKER. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from New York [Mr. OSTERTAG].

Mr. OSTERTAG. Mr. Chairman, I
rise in opposition to this tax measure in
its present form and ask unanimous con-
sent to revise and extend my remarks.
Two glaring deficiencies and inequities
in the committee bill cause me to rise
in opposition to the bill, even as it is
proposed to be amended by the com-
mittee.

The first of these is the T-percent in-
vestiment credit—which I understand
business has not asked for and does not
want—and which even former President
Truman’s economic adviser, Leon Key-
serling, calls a tax bonanza.

Members of the Ways and Means Com-
mittee have said repeatedly that this
proposal perverts the tax laws into an
annual subsidy to one segment of the
American business community and con-
stitutes a discriminatory loophole which
must be dealt with by future Con-
gresses. Note that the windfall from
this proposal would be enjoyed by only
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one segment of the business community,
It ignores the service industries and the
distribution and retail segments of our
economy. It favors the large and pen-
alizes the small,

The committee has recognized that
the propoesal in its original form would
have created tremendous inequities even
among the relatively few businesses
which would benefit from it. ~So, the
committee has offered an amendment
which would limit the windfall to any
one company. When we find that a
windfall has to be limited, are we not
required to find that the whole proposal
is a bad one? Can a limitation make it
better? I believe there is no such thing
as being a little bit evil.

In addition, let me point out that this
tax proposal would not accomplish the
objective the administration claims for
it. Almost without exception, every
major organization testifying before the
committee, including both the chamber
of commerce and the AFL-CIO, opposed
the proposal, either doubting that it
would produce the benefits claimed, or
maintaining the plan was discrimina-
tory.

When a bad bill produces limited
windfalls for only a few—when even
these few do not want it—and when the
only other result is a revenue loss of
more than $1 billion, we have no choice
but to refuse to enact it into law. I
believe the committee has no choice but
to agree to remove this section.

Again, Mr. Chairman, section 19 of
the bill, providing for withholding on
interest and dividends, attacks the his-
toric American principle of voluntary
self-assessment, which is the foundation
on which the American tax system has
produced more revenue—voluntarily—
notwithstanding excessively high rates,
with greater compliance than any other
revenue system in the world.

In addition, withholding on interest
and dividends is an administrative mon-
strosity. It cannot possibly be handled
in the same manner as withholding on
wages and salaries. The Ways and
Means Committee had great difficulty in
finding procedures they thought even
workable, and the procedure adopted by
the committee at the last minute will
produce administrative chaos, as well as
the further inequity of massive over-
withholding. Any additional revenue
produced by the measure—and I cannot
believe it could possibly be as large as
the administration claims—would have
to be gobbled up by the increased cost
of managing this tremendous adminis-
trative job.

But, the greatest evil in this withhold-
ing proposal is found in the hardship
to the small investor and the small de-
positor. More than 3 million of the
shareholders in American industry are
in the low-income group. We have ex-
empted $50 in his dividends from tax.
Now, we are asked to nullify that ex-
emption by a withholding tax, even
where there is in all likelihood no tax
liability. Many of these shareholders
will find the filing of claims too onerous,
or will overlook filing claims for the
refund of nominal amounts,

In addition, more than 7 million de-
positors in savings and loan associations
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receive interest, or dividends, of less than
$10. And there are 32 million bank ac-
counts which would involve the with-
holding of less than 40 cents.

The claim has been made that, since
we have withholding on wages and sal-
aries, this is no different. On the con-
trary, there is a world of difference. In
the case of wages and salaries, there is
only one employer-employee relation-
ship, only one withholder, only one re-
porter. But with this proposal, we would
enforce a withholding relationship
whose ramifications are endless and be-
yond imagination.

Beyond this, we would force every in-
dividual who owns a few shares of stock,
every individual who has a savings ac-
count, in other words, every individual
who practices the good old-fashioned
American virtue of thrift—we are going
to force him to determine what has been
withheld. We are going to force him to
perform mathematical gymnastics every
year—or every quarter—to determine
what the Government owes him as a
refund. We are going to do this, be-
cause the administration and the Ways
and Means Committee could find no an-
swer to the problem of asking the com-
panies and financial institutions to re-
port to the taxpayer the amounts they
have withheld on his account. We must
protest any such additional burden on
the already overburdened taxpayer.

I could cite further horrors about
this proposal—its inequity regarding
churches, charitable organizations, and
pension funds, the tremendous book-
keeping and reporting load placed on
our businesses and financial institutions.
But, the real evil, the greatest hardship,
is the burden on the individual, and par-
ticularly the individual who needs all of
the product of his labor.

It is for these reasons, Mr. Chairman,
that I believe we must vote to strike
these provisions from the bill. I hope
all Members of the House who truly have
concern for the best interests of the peo-
ple of America will join me in this con-
viction and belief.

Mr. BAKER. Mr. Chairman, I yield 7
minutes to the gentleman from New
York [Mr. BARRY].

Mr. BARRY. Mr. Chairman, I believe
that the Revenue Act of 1962—H.R.
10650—is seriously defective for the
reason that it represents an attempt to
influence foreign policy through taxa-
tion. This is especially objectionable
since, as I now understand it, the Ways
and Means Committee did not, in fact,
conduct any hearings on certain com-
plicated provisions of the present bill
dealing with controlled foreign cor-
porations.

It is true that the majority report
recognizes “the need to maintain active
American business operations abroad on
an equal competitive footing with other
operating businesses in the foreign coun-
tries”—page 62. The majority report
also recognizes that “the location of in-
vestments in these countries is an im-
portant factor in stimulating American
exports to the same areas"—page 57.

In this regard, I would like fo refer to
a statement by the Otis Elevator Co.,
which appeared in the CONGRESSIONAL
Recorp of January 30, 1962. It points
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out that, although Otis has preferred to
supply foreign markets by exporting
from the United States, it was at times
necessary to locate abroad in order to
maintain its position in elevator mar-
kets throughout the world. Despite an
initial adverse effect on the balance of
payments, Otis has, over the past 15
yvears, brought into the United States
more than $12 million for each million
sent out in loans and investment.

The statement also points out that
over 90 percent of the $63 million worth
of equipment Otis has exported over the
past 15 years has gone to countries where
Otis has its own organization. This in-
vestment, therefore, has resulted not in
an export of jobs as is often claimed by
the Treasury Department, but is the di-
rect cause of a great many jobs which
otherwise would not now exist.

Apparently the Ways and Means Com-
mittee was unanimous in believing it
would be a grave foreign policy error
for the U.S. Government to carry out
the request of the Treasury Department,
that full U.S. income tax be imposed up-
on foreign subsidiaries of U.S. com-
panies at the operating level. On this
subject, the committee found:

To impose the U.8. tax currently on the
U.S. shareholders of American-owned busi-
nesses operating abroad would place such
firms at a disadvantage with other firms
located in the same areas not subject to
U.8. tax (pp. 57-58).

Despite these reassuring utterances
from the committee’s report, an exami-
nation of the actual provisions of sec-
tion 13 of the bill itself discloses that
the committee has in fact adopted much
of the philosophy which these quoted
phrases from the report seem to reject.
I am afraid that the casual reader of the
bill and the committee report might be
led to the conclusion that the bill is
merely designed to reach such things as
passive income or personal holding
company type income or tax-haven in-
come or income siphoned abroad but in
truth derived from activities earried on
within the United States.

Let me say that if the proposed new
taxes were confined to these kinds of
income, it could properly be regarded as
a true tax-haven measure free from for-
eign implications. According to my in-
formation, this area of the bill was so
limited until approximately 2 weeks ago,
at which time this portion of the bill
was suddenly removed from normal com-
mittee drafting channels and substan-
tially overhauled and redirected into its
present condition.

The result of this maneuver is the bill
now before us, the provisions of which
have been public for only 10 days. The
‘Ways and Means Committee did, in fact,
consider and reject the entire original
philosophy of the Treasury Department
with regard to a current taxation of for-
eign earnings, as noted earlier. The
committee and its staff did consider and
did unanimously adopt provisions de-
signed to reach true tax-haven opera-
tions. But the effect of the present sec-
tion 13 has never been the subject of any
hearings by any committee of the Con-
gress, except in a very general way.

Under the circumstances, only a hand-
ful of Members of the Congress and the
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few interested public at large have had
time to comprehend the revolutionary
impact which these complicated measures
will have. Moreover, the committee bill,
as now constituted, would have the fol-
lowing effect on our economy:

First. Any first-time investment in a
developed country, such as Western
Europe, would be a so-called nonquali-
fied investment for tax purposes. This
means that no American manufacturer,
no matter how difficult it might be for
him to export his product to Europe,
would be able to enter that market, ex-
cept under a tax burden which would
not be fully borne by his European com-
petitors. This does not sound solely
like a tax measure to me, but rather
as an indirect attempt to regulate the
flow of competitive American capital.

Second. U.S. manufacturers already
in Europe will be allowed to go into pro-
duction of new lines only upon payment
of this added U.S. tax at the European
operating level which will retard growth
of U.S. firms in European markets.
Since present tax laws on foreign
dividends are merely deferred until
brought into the United States if is self-
deluding to estimate that this measure
will create sufficient new tax revenues
to materially offset the cost of the domes-
tic investment credit.

With regard to our competitive ability,
foreign observers seem to realize the dis-
advantages to many U.S. companies
which apparently the administration
fails to recognize. For example, the
March 10 issue of the Financial Post
of Toronto, Canada, carried an article
entitled “Here's Where United States
Aids Rivals in Other Markets,” which
says in part:

It is certainly clear, in the field of for-
eign trade, that a foreign corporation con-
trolled by Canadians, or an oversea trade
corporation in Britain, will have a decided
advantage over its U.S.-owned competitors
after the New Frontier people in Washington
achieve their ends. The new law will also
gerve to trim American sails in Europe, in-
crease the downward pressure on the U.S.
dollar, and indirectly assist Britain’s entry
in the Common Market.

Let's hope that Ottawa encourages Cana-
dian business to take full advantage of the
mistakes south of the border.

Third. The claim that the bill reaches
only passive, rather than operating, sit-
uations is not correct. All large, widely
held manufacturing corporations derive
income in the form of interest from in-
stallment sales, rentals of equipment and
dividends from local operating affiliates.
In such situations, this is normal oper-
ating business income. ¥Yet this bill
treats such income as personal holding
company income, without regard to the
kind of operation in which it is pro-
duced.

Fourth. For some reason not made
clear the drafters of this bill have taken
g dislike to the oversea use of a cenfral-
ized multicountry selling company, or-
ganized to sell U.S. products made
abroad. Let us suppose the case of an
American firm in the Common Market,
which has been manufacturing various
products in different countries over a
period of many years. Instead of hav-
ing an operating sales force attached to
each plant, the company concludes to
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set up a centralized sales company and
sales force. This will reduce operating
expenses and render the company’s prod-
ucts more competitive throughout the
market and in areas outside the mar-
ket, such as north Africa and the Mid-
dle East. For some undisclosed reason
the drafters of this measure object to
that, even though no element of avoid-
ance of U.S. tax is in any way involved
in this situation.

Fifth. In one other respect, the pro-
visions of H.R. 10650 deal with operating
foreign earnings rather than so-called
tax-haven income. The Treasury De-
partment, under this bill, would have
power to determine what amount of a
company’s foreign income should be at-
tributed to patents, copyrights, formu-
las and processes originally developed in
the United States. This could cause
many problems as I doubt that many
American oversea subsidiaries operate
without using some processes which were
originally developed in the United States.
I feel certain that an attempt to break
down gross income from a particular sale
of a product, as between amounts at-
tributable to this kind of intangible proc-
ess, on the one hand, and to production,
distribution, advertising, and manage-
ment on the other hand, would present a
fantastic problem. Obviously, this bill
goes far beyond the taxing of patents
which have been assigned to shell cor-
porations overeas and there licensed to
foreign operators.

We should not consider this bill as
an isolated tax measure and ignore the
effect it will have on our foreign policy.
Hearings are already underway to con-
sider the Trade Expansion Act of 1962,
in which the President asks for signif-
icantly increased authority to lower
American tariffs so that foreign trade
barriers will in turn be lowered for
American exports. Many companies,
however, cannot compete through ex-
ports alone, as they find that often they
must compete from within a foreign
market or get out. Surely at this mo-
ment, when we are on the verge of
entering a new era of foreign trade, it
would be unwise as well as unfair to
penalize those companies whose foreign
interests, such as those of the Otis Ele-
vator Co., are directly responsible for
a healthy balance of exports.

Finally, we must remember that our
foreign relations are not dependent
solely upon our diplomatic corps, but
also upon our private firms abroad. By
working in harmonious cooperation and
competition with all sectors of a for-
eign community, these firms are not
only a source of profit to the United
States but a source of strength in tying
together the free community of nations.
To place prohibitive restrictions against
them will in the long run weaken not
only our own country’s position abroad,
but the entire free world.

Mr, Chairman, although taxation has
been a subject of keen interest to me
over two decades I cannot qualify as
an expert on the meaning of this bill,
since I have only had a few hours to
consider these complicated provisions.
Nevertheless, I will say this: I have be-
come satisfied that many features of
this bill impinge heavily upon the area
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of our national foreign economic policy,
and are, as my distinguished col-
league from Missouri [Mr. Curtis] has
noted, isolationist in concept and dis-
criminatory in effect. Before they are
enacted into law I am convinced that
interested members of the public should
be given a full opportunity to consider
and study these proposed measures and
to testify as to their desirability and
effect before the appropriate committees
of this Congress.

Personally, I doubt very much that
our tax laws should be used as an in-
strument to retrench America’s posi-
tion in the world’s markets. Even more
do I doubt that this should be done in
haste and without adequate hearing.
The House should not pass on to the
Senate ill-considered, complicated, or
slovenly legislation on the unsound
theory that the Senate will correct its
imperfections.

Mr. MILLS. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from California [Mr. RoosE-
VELT].

Mr. ROOSEVELT. Mr. Chairman, the
Committee on Ways and Means is to be
congratulated for their combined efforts
in the development of their report ac-
companying H.R. 10650.

The tax bill, as presented, will go a
long way toward closing the present tax
loopholes which have allowed too many
Americans to escape their just tax ob-
ligations.

The effect of this bill will be felt in
southern California where so many
Americans have been deprived of their
income as a result of the general exodus
of American capital and American mo-
tion picture stars to foreign countries
because of tax advantages available un-
der prior tax laws.

The limitation of $20,000 per year for
the first 3 years, and $35,000 per year
thereafter, on the tax-free income that
nonresidents may bring home will act to
stop the trend of runaway film produc-
tion. I hope the industry realizes south-
ern California is the home of the film
industry and that this foreign runaway
production should come home.

Those who have helped make this in-
dustry successful—the electricians, the
grips, and other related crafts—should
not be penalized because the producers
and stars have been able to run away
through a tax loophole,

Again I wish to commend Mr, MiLLS,
Mr. King, and others of the Committee
on Ways and Means for their efforts
which have gone a long way toward put-
ting a stop to this run away motion
picture film production. I also trust the
industry will realize the Congress will do
whatever is necessary in the future to
keep this industry at home and, because
of this realization, I hope they will more
carefully police their own activities, and
unite wherever possible for measures in
the general interest of the industry.

It is true that some inconvenience will
come to some persons who will have no
tax liability by the withholding provi-
sions of this bill. But this is far out-
weighed by the large revenue which will
be collected from those who actually owe
it and who today are receiving an un-
deserved and unfair exemption. Once
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this is understood, I believe most good
citizens will, perhaps with some annoy-
ance, comply fully with the law,

Mr. MILLS. Mr. Chairman, I yield
10 minutes to the gentleman from
Florida [Mr. HERLONG].

Mr. HERLONG. Mr. Chairman, my
concern about this bill has been with the
overall revenue effects of it as it was
brought out by the Committee on Ways
and Means and as it will be amended
by committee amendments which will
later be proposed.

The categorical statement has been
made that this bill as brought out by
the Committee on Ways and Means is
not in balance from a fiscal standpoint.

Mr. Chairman, I want to state at this
time that in my judement the bill as
developed by the Commitiee on Ways
and Means will not operate to unbalance
the budget for fiscal 1963 or later years
but will, on the contrary, contribute to-
ward a surplus.

In estimating the revenue conse-
quences of a measure of this scope, a
number of considerations must be taken
into account. The estimated effects will
vary with the basis of comparison we use
and the time periods being considered.

One convenient and commonly used
basis for evaluating revenue measures is
the gross full year effect after all features
of the bill are fully effective. This means
offsetting the gains and losses directly
and immediately involved in the legisla-
tion without allowance for indirect or
side effects. On this basis the direct
estimated revenue effect of this bill, as
it will be amended by the Committee
on Ways and Means, would be to increase
revenues by $120 million a year. This
type of estimate is presented in a table
which the Treasury Department has pre-
pared which shows the extent to which
the direct loss from the investment eredit
is offset by other provisions of the bill
when all are fully effective. These es-
timates are based on 1962 levels of in-
come, and this is another thing we have
to take into consideration.

This relatively simple approach is use-
ful for some purposes, but it has obvious
limitations for some types of revenue
estimates. The indirect or side effects of
changes in economic conditions may be
highly important factors that must be
allowed for in estimating some revenue
changes. For example, the estimates of
tax yields in the President’s budget mes-
sages and in midyear reviews of the
budget are always predicated on the lev-
els of income and profits which are
expected to prevail and the revenue esti-
mates, as you know, are revised as ex-
pectations of income levels change.

It should be noted that in consider-
ing earlier tax bills allowances have been
made for the stimulative effects of pro-
posed tax changes on revenues. Spokes-
men for the previous administration
testified before the Senate Finance
Committee in 1954 that the revenue loss
that might be expected from more lib-
eral depreciation allowance would be
largely recouped through the resulting
expansion in investment corporate
profits, individual incomes, and employ-
ment.

The anticipated effects on economic
conditions are of particular significance

March 29

for the current bill. The purpose of the
investment credit is to stimulate in-
creased investment and increase eco-
nomiec growth. The indirect effects on
the economy and levels of income must
also be estimated and taken into account
to obtain a realistic picture for Federal
budget purposes. The overall result
when all the provisions are fully effec-
tive will thus be a net gain in revenue
substantially greater than the $120 mil-
lion that might be expected if we still
operated on a static basis and if there
were no improvements in our economy
by reason of this tax credit.

For estimates of revenue effects for
fiscal year 1963 we must also take into
account the varying effective dates of
provisions in the bill. Some are effective
as of the start of this calendar year, some
next January 1, and one becomes effec-
tive on July 1 of this year. Accordingly,
the results that we can expeect in the
fiscal year starting July 1, 1962, will be
different from those of a full year in
which all of the provisions have had the
opportunity to become fully effective.

Mr. Chairman, the Treasury Depart-
ment estimates for fiscal 1963 for the
bill as amended by the Committee on
Ways and Means, these figures show a
fiscal year revenue loss for the invest-
ment credit of $560 million. Then we
offset that by a gain of some $240 million
from other provisions of the bill. The
net revenue loss, then, for fiscal 1963
would be $320 million. However, these
figures give inadequate recognition to
the stimulative effects of the credit.
These figures allowed for some expan-
sion of investment and rise in incomes,
which was computed from statistical re-
lationships in past years between invest-
ment and gradual changes in the cost
of capital goods and cash flows. But
these figures do not allow fully for the
market change in the area of investment
decisions that will be made by the enact-
ment of the credit. We may confidently
expect a sharp rise from the old, estab-
lished trends as the advantages of the
credit bring a quick and substantial shift
in the relationship between net invest-
ment costs, cash flows, and rate of return
from capital goods.

Mr. Chairman, when full recognition
is given to the change in levels of invest-
ment and incomes that will result from
enactment of the credit we must antici-
pate larger tax bases and a rise in tax
revenue.

Mr. Chairman, the Secretary of the
Treasury has said that in view of all
these factors he is confident that enact-
ment of this bill without any amendment
to it, except the committee amendments,
will not result in an overall revenue loss
to the Government in fiscal 1963, but
will, in fact, provide a net gain. The net
gain will be larger in successive years
as the rates of investment and economic
growth are enhanced.

Mr. Chairman, revenue estimates run-
ning some 15 to 16 months ahead are, of
course, only approximations at best,
But if we are to act prudently we must
endeavor to appraise all of the relevant
factors as carefully as we can. I believe
the analysis and appraisal provided by
the Secretary of the Treasury is as com-
niete and sound as any we could make at
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this time. I am pleased to note that he
shares my conviction that this bill as
developed by the Committee on Ways
and Means will make a net contribution
to the tax revenue in fiscal 1963 and an
even greater contribution in future

years.
The details of these estimafes are as
follows:

TasLE 1.—Treasury Department estimaies of
revenue effect! of bill as amended by the
Commitiee on Ways and Means when
changes are fully effective, without taking
into account the effect on the economy of
the provisions

[In millions of dollars]

Revenue bill of 1962:
Investment evedit __________ ... -LI17
Withholding on dividends and interest. ... +-650
Mutunl banks and savings and loan associa-

+200
g ital gai depreciabl perty I;g
ap! ns on epreciable pro o
Mutual fire and casualty companies. ... 40
Cooperatives +35
Foreirn items:
Controlled forelgn corporat] 3485
Giross-np ol‘ dividend: +30
All other i rslntlng to taxation of
forelem | +380
Total +120

1 At levels of income and investment estimated for the
calendar year 1962 except that the estimate of revenuegain
from change in taxation of mutual banks and savingg and
loan ions is huad on income levels for the cal-
endar year 1063, the 1st

transition:

sffected.
* Assumes perlod has been completed for
fire and casoalty com;

1 The revenue mmm for the controlled foreiem
col fon provision do not take into account additions
to tax bua. in the form of royalties, rents, etc., which
reliable evidence Indicates will be forthecoming but which
cannot be quantified with an acceptable degree of
BCCUTACY.

Bource: Office of the Secretary of the Treasury, Office
Tax Analysis, Mar. 26, 1062,

TasLE 2.—Treasury Department estimates of
revenue effect of bill as amended by the
Committee on Ways and Means (see note)
for the fiscal year 1963 taking into secount
its estimate of effect on the economy of
the provisions

[In millions of dollars]

Revenue | Eflective
effect date
Revenue bill of 1062:
Investment credit (see
Wmith i it —560 | Jan. 11,1062
and interest . __ 4165 | Jan. 1,1963
Mutusl bmksamdmvlngs
Ente‘:mn t +40 | Jul Dni 1062
ment ex '
Cn [t-al gains on mdspmd ¥
M mﬂ i Jan, 11,1062
u re
o | Jan.D 1,1963
ooperatives 0.
Foreign items:
Controlled foreign cor-
porations Do.
QGross-up of dividends Do.
All other items relat-
ing to taxation of
, ot _ +5 Do.
Total (see note)... —320
Nore.—In the net cost of the in-

vestmont eredit, its lavumbh effects on the level
vnsnmnt were computed from statistical relati

gt years between investment and ual
ln Mdm{lhlmn(pmﬂhbmw and cash flow.

take into account the espe-

c[nlly favorable impact on businessmen's decisions to
invest of the sudden improvements in these factors re-
sulting from the enactment of the credit. Taking this
into account should produce more favorable effects than
the table shows for the investment eredit. Tt will
nate the overall net revenue loss for the biil as a whole
and instead would yield an overall net gain,

Source: Office of the semtary of the Treasury, Office
of Tax Analysis, Mar, 28, 1962,

Mr, BAKER. Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from California [Mr. Baowin].

HiE
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Mr. BALDWIN. Mr. Chairman, I rise
in opposition to H.R. 10650. This bill
in its present form would not, in my
opinion, provide any financial assistance
to our U.S. Treasury. In fact, it would
actually reduce our revenues during fis-
cal year 1963. The budget for fiscal year
1963 is precariously balanced at the
present time. The President this week
submitted to Congress a request to ap-
propriate $600 million for an immediate
public works program, of which $350
million would be applicable to fiscal year
1963. This would reduce his estimated
budget balance for fiscal year 1963 to
only $113 million. HR. 10650 would
turn this narrow surplus into a deficit
for fiscal year 1963.

Although this tax bill proposes to close
certain loopholes it would open a new
loophole in the form of a 7-percent tax
credit for purchase of equipment by busi-
ness concerns, which would be as big a
new loophole as all existing loopholes
which are supposed to be closed by this
bill. Therefore, nothing would be gained
in the way of financial revenues for the
Treasury. I do not believe we should
grant a T-percent tax credit at the pres-
ent time in view of our high level of Fed-
eral expenditures. I see no justification
to allow a business firm not only to write
off 100-percent depreciation on equip-
ment but also to be able to take a 7-per-
cent tax credit off its net tax bill as well.

Mr. BAKER. Mr. Chairman, I yield
such time as he may consume to the
gentleman from California [Mr. Rous-
SELOT].

Mr. ROUSSELOT. Mr. Chairman, I
rise in opposition to H.R. 10650, the Rev-
enue Act of 1962.

My reasons for opposing this legisla-
tion are:

First. Enforcement of withholding tax
on dividends and interest would be a
bureaucratic nightmare. Canada has
repealed a law requiring a withholding
tax on dividends and interest because it
was impossible to administer. I say
that instead of the withholding tax we
should enforce with greater vigor the
existing tax law respecting dividends
and interest.

Second. It does not give a much need-
ed tax break to large and small retail
distributors. I believe these types of
businesses should be allowed to defer
taxes in an amount equal to 20 percent
of their investment inventory.

Third. The 8-percent investment tax
credit for manufacturing firms puts the
bill in the red by at least $400 million.
This flies in the face of the admonition
expressed in President Kennedy's 1962
budget message:

To plan a deficit would Increase the risk
of lnnationary pressures, damaging alike
to our domestic eoonomicy and to the in-
ternational balance of payments.

I think a far sounder approach to the
problem of how to encourage more
capital investment is to allow a more
liberal depreciation allowance than pres-
ent law permits. A more liberal depre-
ciation allowance for all businesses, not
just a few, would help to create the de-
sire on the part of businessmen to ex-
pand and modernize their enterprises.
This creates one united front within our
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free enterprise system. The bill before
us is discriminatory against small busi-
nesses.

Fourth. The tax on foreign subsidi-
aries of domestic corporations provided
for in H.R. 10650 is discriminatory. The
subsidiaries will have to pay taxes to the
U.S. Government as well as to the gov-
ernments of the countries in which they
are located. Secretary of Commerce
Luther Hodges has stated that foreign
subsidiaries are an important adjunct to
our domestic economy. It seems unwise,
therefore, to increase their tax burden
and thereby weaken their ability to com-
pete with foreign corporations.

Fifth. For some years there has been
a desire to place an equitable tax levy
on cooperatives; however, if there is to
be a tax on cooperatives such as HR.
10650 proposes, it should apply to all
cooperatives. I strongly urge the defeat
of HR. 10650 so that a new bill can be
considered by the Ways and Means
Committee.

Mr, BAKER. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Ohio [Mr. HarsHA].

Mr. HARSHA. Mr. Chairman, I find
myself in a rather unique position when
considering this tax measure. On the
one hand, my Republican friends have
adopted the position that the tax credit
proviso is not the most acceptable and
best method for providing tax relief to
certain of our industries. They prefer
an accelerated rate of depreciation.
With this, I find I must agree. How-
ever, on the other hand, I find consid-
able merit in the tax credit approach
and I would like to explain to my col-
leagues my reasons, with the hope or
thought in mind that if not today, at
some future date, this type of tax incen-
tive be added to the law.

While I agree that the change in
depreciation rates will provide the most
equitable tax incentive without diserim-
ination to all concerned, I still believe
there is considerable merit to the tax
credit approach for new investment.

The ation has admitted
that the recovery from the so-called
recession has not been as full or as rapid
as was anticipated. Unemployment is
considerably higher than desired. So
the President is asking for an additional
$0.6 billion to construct public works
projects in the depressed areas to help
alleviate unemployment and to encour-
age economic development. The de-
pressed areas legislation was passed by
this Congress to encourage business ex-
pansion and growth in these areas of
substantial and persistent underemploy-
ment. This carries with it a price tag
of roughly half a billion dollars. These
are only immediate and temporary
fn;;lasures to try to eradicate this prob-

While a tax credit as suggested in
this bill would be a long-ferm answer
to these problems, this method of en-
couraging business expansion has been
termed by some as a windfall to some
industries and a loss of revenue to the
Treasury, unbalancing the budget. Call
it what you will, it does no more to un-
balance the budget than the $0.6 billion
for public works and the $0.5 billion for
area redevelopment. But the important
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feature that seems to be overlooked is
that by this tax credit incentive new
business would be created, existing busi-
ness would be encouraged to expand
thereby providing new jobs, enhancing
the economy on a long-term basis. I
repeat, Mr. Chairman, on a long-term
permanent basis, not just a temporary
shot in the arm manner to boost the
economy for the time being.

If this country is to continue to com-
pete favorably with the Common Mar-
ket and other free nations in the field
of international trade, industry, and
business must have better tax incentives
to expand and promote growth and pro-
duction. Because our standard of living
is so much higher than that in the Com-
mon Market countries, we cannot hope
to compete unless we do grant more tax
incentives.

This House will soon be considering
legislation to beef up the unemployment
compensation payments and to make
permanent the increase in payments we
granted last year. This will add to the
expense of industry, add to their tax bur-
den and further burden the national
budget. It is far better to grant tax
relief to provide additional jobs and to
get the unemployed off the relief and
welfare rolls than to continue to spend
money for their assistance while unem-
ployed.

In my humble opinion, there would be
no loss in revenue to the Treasury by
granting such a tax incentive because
the demand for new equipment, the ex-
pansion of business would create enough
new jobs to more than offset the loss
of revenue from the tax credit. In addi-
tion thereto, we would save the money
spent on area redevelopment, short-term
public works projects, and increased un-
employment benefits.

The Sixth District of Ohio is one of
the depressed areas of this country. Six
out of the nine counties have been offi-
cially designated as such by the Depart-
ment of Commerce. Many of the areas
have their overall economic development
programs approved and are proceeding
with specific projects, yet no appreciable
change has been made in the rate of
unemployment.

However, the Norfolk & Western Rail-
way is in the process of developing a
great industrial park in Scioto County.
The Norfolk & Western is spending its
money to acquire this site because of
its faith in the future of this area.
The land acquisition alone amounts to
approximately $1 million. This tax
credit incentive will enable diversified
industry to expand and locate on this
site. It will ereate new permanent jobs
for the people of this depressed area,
thereby taking them off the relief rolls
and relieving the State and Federal Gov-
ernments of this financial burden. It
will certainly expand our economic
growth and add materially to our gross
national product. But, above all, it will
be a permanent, lasting addition to our
economy via the free enterprise system
without intervention of the Federal Gov-
ernment, and, in the long run, mean
more to the people of this country than
any other single action this Congress
could take.
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I would earnestly urge my colleagues,
with the sincerest conviction, that should
this tax credit proviso be deleted from
the bill today that it be included at a
later date in an appropriate measure.
I feel that it will go a long way to answer-
ing the problem of the Common Market
and expanding our own growth and
economy.

I regret that I am going to have to
vote for the motion to recommit with
instructions, because I am violently op-
posed to a withholding tax on dividends
and interest and this will have the effect
of voting down also this tax credit in-
centive, yet I strongly favor it. That is
why I said to you earlier that I am in a
difficult position, but rest assured I be-
lieve such an incentive should be in the
law to encourage new business and in-
dustrial expansion.

Mr. BAKER. Mr, Chairman, I yield
such time as he may consume to the gen-
tleman from Minnesota [Mr. LANGEN].

Mr. LANGEN. Mr. Chairman, it is
rather unique that we have before us
today a major tax bill that proposes
absolutely no increase in revenue. This
is particularly unique when you consider
the financial plight of this nation.

We have already increased the tem-
porary debt limit by $2 billion and will
be asked to increase it by another $8
billion before this session ends. About
10 percent of our national budget is spent
in just paying the interest on this stag-
gering debt.

It is argued that the compromises have
leveled the inequities of the original
package; that no longer does the bill
represent a loss of revenue. I wonder.
Some of the revenue-producing provi-
sions of the bill will not take effect until
later years, so the prospect for fiscal
1963 is to unbalance the budget by per-
haps several hundred million dollars.

Then, just what is this tax proposal,
and what does it propose to accomplish?
First of all, it contains a dozen different
tax changes, none really related to the
others. We are asked to vote “yes” or
“no,” with no chance to consider each
unrelated feature on its own merit. I
consider this a poor way to legislate.

Even if this tax package corrected a
host of glaring inequities, there might be
some reason for considering it. But it
does not. It opens as many new loop-
holes as it closes. And in my opinion,
these are discriminatory loopholes.

The Revenue Act of 1962 does ab-
solutely nothing except shift the tax
burden from one group to another; a
basic shift from big business to the
individual.

The bill attempts to give consideration
to large corporations as an incentive to
expand and improve. I have yet to hear
any enthusiastic utterings from either
big business or labor. In fact, a rela-
tively small group of the largest cor-
porations will really benefit from this
windfall, to the disadvantage of smaller
industries and the individual taxpayer.

I certainly recognize the need to speed
the economic growth of this Nation by
encouraging investment in plant and
equipment. I have seen proposals, how-
ever, that I feel would go much further
toward meeting this objective. But here
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we are today, forced to consider this
whole hodgepodge tax package, includ-
ing the provisions for business incentive,
on a take it or leave it basis. The Amer-
ican public deserves a bit more consid-
eration than this.

We all know that you cannot create
bonanzas for big business and still bal-
ance the ledger without penalizing some
other group. This country has a ready
scapegoat, the little man who needs every
dollar he can lay his hands on. Take
the withholding feature on interest and
dividend income as an example. Even
with the paupers oath exemption in the
compromise, we force a great many peo-
ple to live on 20 percent less income for
a whole year before they can be eligible
for refunds. And I fail to see that the
resulting muddle of overwithholding is
going to be eliminated in practice.

Sometimes I wonder what our people
back home think when they finally
realize what their Congress is doing.
They certainly realize this shift of the
tax burden is not in favor of the in-
dividual and is not in the interest of
balancing future budgets. They cer-
tainly must come to the conclusion that
their Government must seriously dis-
trust the man on the street by the impli-
cation that he uses every conceivable
loophole to avoid paying his just taxes.
One of these days he is going to wonder
just who owns this country. And when
he exerts the privileges of his rightful
ownership, we may find the distrust on
the other foot.

Not all of the features of this bill are
bad. But enough of them are bad to
make the whole package objectionable,
especially when we are not allowed to
work our will on it. With the increase in
the debt limit facing us, I see no merit
in a measure that does nothing to raise
revenues. Even if this bill corrected in-
equities, it might be good. But it does
not. It merely shifts the tax burden
from one group to another, creating
more inequities than it solves.

To say that I have serious reservations
about this piecemeal tax package is the
understatement of the session. Iam sure
many other Members have similar res-
ervations. It is unfortunate that the
taxpayers of our Nation must lose once
more by the refusal of this body to allow
their elected representatives the privi-
lege of considering more responsible al-
ternatives.

Mr. BAKER. Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from New York [Mr. DEROUNIAN].

Mr. DEROUNIAN. Mr. Chairman,
the bill that is before you today is a
hodgepodge of lures, a hodgepodge of
conflicts. Various little expedients, en-
ticements, and panaceas have been put
into the bill in hasty fashion right and
left to lure a vote here and a vote there
in a desperate effort to get this unwise
tax package passed and over to the
Senate.

The administration which wants to
move this bill is promising almost all
things to all men to get your votes on
this floor knowing perfectly well that
once you have sent it to the other body
you will have lost complete control of
it. Those of you who are planning to
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vote for the bill because of any of these
scattered panaceas or because of some
particular provision for which you may
have a great enthusiasm are certainly
risking great disillusionment.

This is particularly true for the big
cure-all. Those of you who have some
special reasons, good or bad, for favoring
the investment credit need not expect to
find it continued in effect very long if it
ever is enacted into law. I predict that
if the investment credit becomes opera-
tive the consequent revenue loss will be
such as to cause Treasury to urge its re-
peal more urgently than it advocated its
enactment.

I think most of you know in your souls
that the investment credit is a subsidy
which the business community of the
United States does not want and that if
enacted it is just a temporary pork barrel
subsidy, mostly going to big business.
Big business may accept the sop handed
to it on a silver platter and will not make
one additional dime of equipment ex-
penditure other than that which it would
make anyway. If the investment credit
were the only subject before you it could
not muster a majority vote on the floor
of this House. It is just that bad.

But those who will vote for this credit
will be augmented by the splinter votes
of those of you who find some little al-
lure here and there in other provisions
of the bill in some of the hastily added,
but temporary, panaceas.

Some of these splinter votes, for exam-
ple, will be the votes of persons who did
support the administration’s efforts to
put increased taxes on mutual savings
banks, building and loan associations,
et cetera. Just to get the bill reported
out of the Ways and Means Committee,
the tough administration proposals had
to be severely watered down. Many of
you who did not like the original tax
proposals for these banking institutions
will no doubt vote for the bill on the
basis that you had better play safe and
accept the watered down tax provisions.

But the impact of section 8 on these
institutions was only watered down to
make this part of the bill palatable on
the floor of this House. Once the House
passes this bill with these provisions in
it we risk not recognizing them when
they may return to us with the full ad-
ministration proposals restored. This
will be at a time when we will have lit-
tle or no effective control over any pro-
visions of the bill.

Some more splinter votes are pro-
duced by the truly phony, but tempo-
rary, panaceas which were hastily put
in to make the withholding tax provi-
sions less unpalatable. Notice I did not
say “more palatable.”

These panaceas are entirely illusory.
One of them is the exemption certificate
for children, another is the exemption
certificate for those persons who can
swear they will owe no income tax at all,
and another panacea is.the so-called
quickie quarterly refund for small tax-
payers.

If you have taken time to read these
provisions of the bill containing these
panaceas vou will be shocked at their
complexity and amazed that any reason-
able person would think the millions of
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lower income people they are supposed
to benefit could make use of them.

But they are put in, and very delib-
erately, with the thought of soliciting a
few more votes on the House floor to
help get a majority for this bill. And
you have been and will be given all sorts
of sweet cliches about how sweeping and
effective these panaceas are. But, mark
my words, the passage of these withhold-
ing provisions in the House bill are just
the beginning. The Treasury will be
back seeking more stringent rules. We
will then have no practical say about the
ground rules we established in these
temporary items that procured your vote
to send the bill to the Senate. The pro-
posed rules will not work and the Treas-
ury will need more stringent rules to re-
place those it is now willing to accept.

When some of the supporters of this
bill tell you with vigor that the with-
holding tax exemption certificate and
refund provisions are very simple and
work very easily, ask them about the 98
percent of the 30 million voters who will
wear the hair shirt of the withholding
tax who cannot possibly use the exemp-
tion provisions.

And, also, when they tell you such
things—as I am sure they will—ask
them this: If that is so, why did the
administration repeatedly oppose ex-
emption certificates on the ground that
they would be unworkable and too com-
plex? This is spread throughout Treas-
ury testimony of the printed Ways and
Means hearings; it is there for you to
read. Pleasant words today on this floor
cannot erase or obliterate those printed
facts.

Many of you are disturbed about the
provisions of the bill which put crushing
and destructive penalties on U.S. busi-
ness overseas and I refer to such sections
as section 11, section 13, section 15, and
section 16. But many of you cannot
possibly understand them as written be-
cause of their technical complexity. As
a result many of you are being lulled
into voting for this bill by sweeping
cliches by administration spokesmen to
the effect that all these sections do is
dispose of the problem of those little old
sham, phony paper foreign corporations,
or those nasty Americans who do some
tax chiseling abroad, and also some
mumbo-jumbo about the balance of pay-
ments, plus pontifications about equal-
ity, equity, and neutrality. None of
these party line approaches that are be-
ing fed to you by every possible medium
tell you the real truth.

These are commerce control clauses,
not revenue legislation. These provi-
sions are being inflicted on all American
oversea businesses of every kind, every
single company that flies the American
flag through American voting control.
Included in their sweep are not only the
small fraction of 1 percent of the tax
dodgers but the entire group—100 per-
cent—of American controlled oversea
companies. Every single company. All
honest businesses are lumped in with the
tax fraud artists and treated at the
fraud level.

Not revealed to you by all the cliches
and sweeping broadsides that have been
aimed at you is the fact that these pro-
visions are very carefully tailored to cut
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the throat of U.S. business overseas and
to turn their oversea markets over to
foreign-owned companies.

Do not take my word for this, just
read the bill. I think everyone of you
owes a duty to his country, before you
vote for this bill, to read the two mi-
nority reports which discuss these sec-
tions. They are frue and they are
factual and, because of space limita-
tions, even they do not disclose the en-
tire horror picture of these provisions of
the bill.

For years without number every ad-
ministration has encouraged American
business to go overseas, to carry the flag
and build up the rest of the world. For
years without number every administra-
tion, except this one, has cheered for
U.S. oversea business, Yet one section
of the bill is carefully contrived to pun-
ish American oversea business for hav-
ing gone overseas, and to punish it
refroactively all the way back to March
1, 1913. March 1, 1913, is the date the
U.S. income tax was first imposed.

The section is section 16 and if you do
not believe it is retroactive all the way
back to March 1, 1913, read for yourself
its true effective date. Just read line 13

of page 161. Just pick up your bill and
read the words “after February 28,
1913.”

Do you know that under the provi-
sions of section 13 of this bill American
individuals who have committed the
crime of being controlling stockholders
of a good, honest business corporation
which in England pays a 53-percent
British income tax, will be taxed cur-
rently on the earnings of that British
corporation at the individual income tax
rates, and those rates, as you know,
go as high as 91 percent. This is to be
done even though British income tax on
that British company’s earnings has
been paid at the British 53-percent rate.
Even though this bill would tax these
stockholders as high as 91 percent, it also
denies them the right to take a foreign
tax credit for the 53-percent British in-
come tax paid. This is not taxation;
this is confiscation. And I am not talk-
ing about tax dodgers. I am talking
about sturdy, honest American business-
men.

This section 13 does do this and no
administration spokesman can deny it.
Does party loyalty require that you vote
and cheer for this?

Do you know—it is on the public
records—that one of the prineipal sup-
porting reasons Secretary Dillon gave
the Ways and Means Committee for the
provisions of this bill which are delib-
erately intended to destroy and cripple
U.S. oversea companies is this shocker;
that he wants this done in order to please
the finance ministers of the six Euro-
pean Common Market countries?

They want to get the American-owned
companies out of their countries and
Mr. Dillon wants to help them do this—
and this is the weapon for doing it. Do
not take my word for it; read page 33 of
the Secretary’s printed testimony to the
Ways and Means Committee.

But I have not heard of a single one
of these European foreign ministers pro-
posing that the companies of his own
country be treated this way. They
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preach “Yankee, go home" and the See-
retary agrees and this is his weapon to
make the Yankee businessman come
home.

Who are you going to vote for: the
American businessman or the European
finance ministers? This issue is just
that raw.

You have the amazing situation on
this floor today that many of the sec-
tions of this bill, if voted on individually,
would be voted down. Put together in
a package with the panaceas and lures
of the kind I have mentioned they are
expected collectively to cook up enough
votes to send this bill to the Senate. And
I must repeat, then you will find the
lures and panaceas removed. What
many of you want will have disap-
peared—only the pain will remain. But
it will be too late because your vote will
have been used to move this bill this
week. 5

How many of you have any real
stomach for voting to put the hair shirt
of withholding taxes on 30 million
American voters in order to finance
a cockeyed administration economic
gadget which would feed a lot of pork
barrel money into big business. How
popular are you going to be at home
when the truth of this seeps back to your
constituents?

It will be a lame excuse to try to de-
scribe to constituents the last-minute
razzle-dazzle in the Ways and Means
Committee which was used to set up a
smokescreen to the effect that the in-
vestment credit really would not cost
anything at all that was noticeable. If
it were going to cause the great admin-
istrative revolution that its proponents
claim, it would have to be expensive.
It is still expensive, but you are being
fed a party line in every administration
speech on this floor that it will do great
things at just about zero cost. It is
amazing how little regard some people
have for the intellectual acuteness of
Members of this body.

What is at stake in this bill is a lot
more than party loyalty. Basically, the
public welfare is at stake. The only
driving reason to pass this bill in this
House is to save the faces of the admin-
istration, the Treasury and of some
American colleges at the expense of the
public welfare.

In conclusion, I want to remind you
that even the national honor is at stake
in this bill. A number of provisions of
this bill directly violate a great many
tax treaties to which the United States
is a party. When we signed these
treaties we pledged our national honor
to respect them. But section 21 of the
bill as a two-line unilateral legislative
flat nullifies these treaties. Again, do
not take my word, read section 21. And
do not let anyone tell you it is mean-
ingless and just affects one little old
clause in one little old treaty. Read
the minority report for the true full
facts.

I think the basic issue for everyone
of you in this bill is whether you wish
to save the national interest by voting
down the bill or wish to decide that party
loyalty and saving the administration
face is more important than the public
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welfare. The issue is that blunt and
that brutal.

Mr. BAKER. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Michigan [Mr. CHAMBER~
LAIN].

Mr, CHAMBERLAIN. Mr. Chairman,
I am disappointed in this bill. Ever since
I came to the Congress I have been hear-
ing talk of major tax reform, but we
never get around to doing anything. As
one who has consistently advocated the
reduction or repeal of our discriminatory
excise taxes, I want to take this oppor-
tunity to call attention again to the fact
that the 10-percent tax imposed during
the Korean war to discourage automo-
bile production is still on the books al-
though almost every other excise tax has
been reduced or repealed. I regret that
our Ways and Means Committee has not
seen fit to rectify this inequity and that
they see nothing wrong with imposing a
10-percent excise tax on one class of
manufacturing and not so taxing other
manufacturing. As I have urged for the
past 6 years, the time for tax reform in
this area is long overdue.

Another inequity the committee has ig-
nored in reporting this bill is the fact
that the personal exemption has re-
mained unchanged since 1948 and that
inflation during this period has in effect
reduced the tax benefit of this exemp-
tion. We have shown considerable con-
cern about the adjustment of the salaries
of Federal employees to compensate for
the periodic increases in cost of living.
Why should we likewise not be concerned
over maintaining the dollar value of the
personal exemption for our Nation’s tax-
payers? According to my own rough
computations, we should raise the per-
sonal exemption to more than $750 to-
day to maintain the same relative tax
advantage accorded the taxpayer in 1948
when the $600 fizure was enacted. I re-
gret we have not yet found time to get
about the much needed job of major tax
revision.

Mr. Chairman, for the reasons that
have been brought out in this debate,
I intend to support the motion to recom-
mit this bill.

Mr. BAKER. Mr. Chairman, I yield
§ minufes to the gentleman from Mis-
souri [Mr. Harrl.

Mr. HALL. Mr. Chairman, I would
like to qualify on the basis of the pro-
poser of two additional tax revision bills
which I still think would be excellent
legislation; and as a taxpayer-doctor I
cannot support this bill in its present
form for many reasons involving the dis-
trict from which I come, and the people
I represent. But I would like to address
myself to three, primarily.

Unfortunately the trend in Washing-
ton seems to be not to simplify our tax
laws, but to make them increasingly
difficult fo understand. Instead of rec-
ognizing that we ought to start again—
from scratch—and make our fax laws
simple and understandable to those who
must pay taxes; over the years the Con-
gress has relied instead on patchwork
legislation, amending previous laws,
eliminating old loophooles, and some-
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times creating new loopholes in the
process.

The end result has been a bureaucratic
nightmare, so involved and so detailed
that the responsibility for determining
tax liability is less and less in the hands
of our elected officials, and more and
more in the hands of nameless clerks in
the Office of Internal Revenue, who im-
plement the law and write regulations.
Sometimes they twist the original legis-
lative intent.

I regret to say that the legislation
being considered this week on the floor of
the House falls into this category. New
complex regulations are being piled on
top of old complex regulations so that
the end result will resemble a patchwork
quilt understandable only to the most
competent tax accountants, and subject
to different interpretation even among
them. A year ago the President indi-
cated that he would authorize a study of
our tax laws in order to form a basis for
overall and comprehensive tax revision.

This has not come to pass, and the leg-
islation before the House this week is,
at best, a temporary expedient, which
does not begin to touch upon our real
problems in the field of taxation.

Secondly, the foreign provisions of the
proposed Revenue Act of 1962, hastily
and ill conceived, are based on four false
assumptions:

First is that because a U.S. corporation
owns over 50 percent of the voting stock
of a foreign corporation, the former can
cause the latter to do what the executive
branch of the U.S. Government presently
believes these foreign corporations
should do. This ignores the corporate
laws of foreign countries, the conces-
sions and permits granted by foreign
governments for such ownership, the
minority stockholders in such corpora-
tions, the economic well-being of the
foreign corporations and the economic
and political interests of the countries in
which they are located, and the customs
and traditions of those countries. To be
successful and endure, a foreign corpora-
tion, regardless of stock ownership, must
conduct itself in the economic interest of
the country of incorporation, not in the
interest of the U.S. Internal Revenue
Service or in accordance with what some
members of the present administration
313 the U.S. Government think it should

0.

Secondly, probably recognizing point
one, the executive branch of the U.S.
Government says, “So what, you'll be
taxed anyway.” There are already too
many provisions of the present revenue
code that tax on the basis of constructive
receipt of income instead of actual. The
proposed bill is a further and major step
in that direction. This is a vicious doc-
trine. Regardless of how well tax bills
are written, they cannot be made exact
quantitative formulas in the matters in
question. This leaves in the hands of
the thousands of agents of the Internal
Revenue Service the arbitrary power,
with only lengthy and costly recourse, to
determine matters of great importance
and in effect dictate how foreign business
should operate.

Thirdly, contrary to the protestations
of the Treasury Department, the long-
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term effect of the foreign provisions of
the bill would be to:

First. Reduce U.S. tax revenues. A
great part of the new taxes imposed by
the bill would be taxed by the foreign
countries in which U.S. subsidiaries
operate, and revenue now received by
U.S. industry from foreign subsidiaries
would be dried up by the advantages
given foreign competition.

Second. The present foreign business
of U.S. firms would be hampered to the
point that they would probably have to
cease operations and their business
would be surrendered to foreign com-
panies.

Third. U.S. exports would suffer by
reason of the fact that a large part of ex-
ports from the United States is made to
foreign subsidiaries. As a corollary,
employment in the States would suffer.

Fourth, The position of the United
States with respect to the balance of
payments would suffer from a drying up
of royalty, dividend, and ofher income
from abroad and what would un-
doubtedly follow is a flight of foreign
capital from the stock of U.S. com-
panies by reason of the more favorable
position of foreign companies in over-
sea markets.

Finally, or fourth, the foreign provi-
sions of the proposed tax bill are incon-
sistent with the administration policy,
with which I fully concur, as expressed
in H.R. 9900 with respect to foreign
trade. The results of the application of
the tax bill would hinder rather than
encourage foreign trade. Here is an
excellent example of the right hand of
government not knowing, or at least not
caring, what the left is doing. The for-
eign tax provisions are well calculated to
alienate allied nations and lose friend-
ship in others.

-Third. I believe it totally fails to ac-
complish its avowed purpose—the step-
ping up of incentives in order to
create new jobs. Thus far the only real
progress in putting men back to work
since a year ago January has taken
place in two fields. First, we have added
almost 100,000 employees on the Federal
payroll; and, second, we have called up
approximately 155,000 reservists. The
former method is indefensible and the
latter method hardly can be considered
a solution to problems of unemployment,
nor is it likely to result in an increase
in our gross national product.

Reliance on an investment credit
rather than on an accelerated deprecia-
tion allowance means that we are un-
willing to listen to businessmen on ques-
tions involving business.

A basic fundamental of tax legislation
would seem to be that it not be diserim-
inatory. Yet the use of investment
credits is discrimination at its worst.
Firms which have expanded on their
own without tax inducements, will be
penalized in favor of their competitors
who by sitting tight, will now receive
a tax windfall for their delay.

The use of an investment credit would
have very limited if any effect on the
retail and service industries, and in our
changing economy these industries have
been providing a larger and larger share
of job opportunities.
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On the other hand the United States
ranks among the very lowest countries
in the world in its allowances for de-
preciation. One reason that our over-
sea competitors have made such rapid
inroads in American markets is that
they have the advantage of being able
to write off obsolete equipment at a faster
rate than their American counterparts.
Combine this easier depreciation schedule
with our foreign-aid dollars, and a lower
wage rate, and it is not difficult to see
why we are being caught in a competi-
tive spider web.

Still another aspect of H.R. 10650 to
which I strenuously object is the pro-
vision to institute a 20 percent withhold-
ing tax on dividends and interest.

Here we are not getting at the wealthy
stockholder or the millionaire. His
stockholdings are such that he would not
dare to evade his taxes. We are instead
reaching the widows, the retirees, and
those who have small but important sav-
ings in banks, in savings and loan in-
stitutions, and in stocks, others are
thrifty or frugal enough—still to be en-
couraged in the United States of Amer-
ica—hoping to have put a fund in inter-
est-bearing trusts, not Federal bonds, for
their children’s education. There are
literally hundreds of thousands of these
people with limited incomes. A great
many of them are over 65 years of age.

In most instances a 20 percent with-
holding tax is far more than they ulti-
mately are required to pay. These are
the people least able to hire accountants
or attorneys to handle the maze of paper-
work that would allow them to be exempt
from its provisions. They have a dif-
ficult enough time filing one tax report
a year, let alone trying to keep up with
quarterly refunds. There are many such
retired persons in the Ozarks, and may
their tribe increase.

These are the people we are threaten-
ing with a new bureaucratic nightmare.
I submit that the great majority of these
people are honest, they do pay their taxes,
it is not necessary to send a swarm of
internal revenue agents to harass them
as was done recently in the town of
Fordyce, Ark.—see daily CONGRESSIONAL
REecorp, March 28, 1962, page A2411.

These are the same people for whom
the costs of food, of shelter, of housing,
of medical care, pose a special problem.
I will not be a party to any bill which
adds to that problem and therefore I will
not support H.R. 10650 in its present
form.

Mr. BAEKER. Mr. Chairman, I yield
such time as he may require to the gen-
tleman from New Jersey [Mr. WaLL-
HAUSER].

Mr. WALLHAUSER. Mr. Chairman,
the Revenue Act of 1962, in my opinion,
will not accomplish either one of the
purposes of a revenue act, which in the
first place would seem to be to raise
revenue, or in the second place should be
designed to stimulate the economy and
produce more income for the citizens of
the United States, but actually its pas-
sage could well have the confrary effect.

The investment credit proposal, which
apparently has not been demanded by
the main beneficiaries, will provide an
unlooked for windfall to a relatively
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small group. If we were assisting the
individual, or if we were rewarding, in
a definite and proven way, industry for
providing more jobs, one could find no
great fault with this effort, but my opin-
ion is that this will not bring about the
desired result. The tax on savings in-
stitutions could well hurt the housing in-
dustry and the financing of homes which
is so important in the economy of this
Nation, and the withholding on interest
and dividends will produce massive over-
withholding to the disadvantage of un-
told numbers of people and prove to be
a costly and unnecessary headache for
those whose duty it would be to admin-
ister this section of the act.

In general, there are so many features
of this legislation that could be classed
as either unnecessary or unfair, that I
have come to the conclusion that I will
have to vote against this legislation in
its present form.

Mr. BAKER. Mr. Chairman, I yield
5 minutes to the gentleman fmm Mon-
tana [Mr. BaTTIN].

Mr. BATTIN. Mr. Chairman, I ap-
preciate the time of the Committee and
have some questions and observations
concerning the tax bill. The debate so
far follows along the lines dealing pri-
marily with the question of withholding
on interest and dividends. I would like
to ask the gentleman from Wisconsin if
it is not true under the present law, that
any person who files a fraudulent tax
return, that is, leaving out part of his
or her income which is derived from
any source, is subject to imprisonment
in a Federal penitentiary?

Mr. BYRNES of Wisconsin, Of
course, if a person files a fraudulent re-
turn and it is proved to be a fraudulent
return that person would be subject to
a criminal penalty, the gentleman is ab-
solutely right.

Mr. BATTIN. It would seem to me
then, following the law that we presently
have on the statute books, it is not so
much a question of people not paying
their taxes, but it is a question of failing
to enforce the present laws. Therefore,
the statements made today are an in-
dictment of a great many people in this
country. To say on this floor there are
a lot of dishonest people in the United
States who do not believe in paying their
share of the taxes, and that is what has
been said here, is far from the truth.

I would prefer to think, and I cer-
tainly believe that a great percentage of
the people in this country are honest and
they do pay their fair share of the taxes.
The figures that are pulled out of the
air, for example, a loss in taxes of $850
million from interest on income, is just
a figure. Nobody has taken this floor
during the 2 days of debate and given
any legitimate figure and information as
to where they get a tax loss figure of
$850 million, or what this new bill would
bring in. To bring in legislation just
for the sake of trying to bring a bill be-
fore the House for consideration that
does not do equity to the people involved,
as the gentleman from Virginia [Mr.
HaArr1soN] says, to the young widows who
are not paying their tax is to me an in-
dictment of a great many people, liter-
ally hundreds of people who have written
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to every Member of this Congress saying
that they are living off of income that
they receive from interest and dividends
and to penalize them because we are not
enforcing the present laws of this coun-
try seems to me to be a rather shabby
way to ftreal the taxpayers of this
country.

Mr. BAKER. Mr, Chairman, will the
gentleman yield?

Mr. BATTIN. I yield to the gentle- -

man from Tennessee.

Mr. BAEER. I compliment the gen-
tleman on his observation, and his ex-
cellent remarks. You are absolutely
correct. I think meore than 90 percent
of these taxpayers would pay their tax
if they were properly informed and they
would include the inferest and dividends
in their gross income.

The criminal sections apply equally
to that part.

Mr. BATTIN. I thank the gentleman.

Mr. GEORGE P. MILLER. Mr. Chair-
man, I make the point of order that a
quorum is not present.

The CHAIRMAN. The Chair will
count. Fifty Members are present, not
a quorum. The Clerk will call the roll.

The Clerk called the roll and the fol-
flowing Members failed to answer to
their names:

[Roll No. 50]
Andrews Fogarty Selden
Barrett Gray Shelley
Bates Hébert Sheppard
Bennett, Mich. Hoffman, Mich. Short
Brooks Holifleld Smith, Miss.
Carey Johnson, Wis. Spence
Clancy Jones, Ala. Teague, Tex.
Colmer Kearns Tollefson
Curtls, Mass. Moulder Tupper
Davis, Tenn. Nygaard Walter
Dent Powell Wilson, Ind.
Dingell Rains
Evins Roberts, Ala

Accordingly the Committee rose; and
the Speaker having resumed the chair,
Mr. RooseveLT, Chairman of the Com-
mittee of the Whole House on the State
of the Union, reported that that Com-
mittee, having had under consideration
the bill H.R. 10650, and finding itself
without a quorum, he had directed the
roll to be called when 398 Members re-
sponded to their names, a quorum, and
he submitted herewith the names of the
absentees to be spread upon the
Journal.

The Committee resumed its sitting.

Mr., MILLS. Mr. Chairman, I yield 5
minutes to the gentleman from Georgia
[Mr. FLYNT].

Mr. FLYNT. Mr. Chairman, I sup-
port the Revenue Act of 1962 which is
designated as H. R. 10650.

Like most of us when any revenue bill
comes up, when any tax bill comes up,
there is a normal human tendency to
view it with misgivings. That was my
reaction when I first began to study
the bill which the Committee on Ways
and Means reported to the House of
Representatives.

When I first began to study this bill,
I reached the conclusion that if I had
drawn it, I would have made certain
major changes in it to begin with. Then
upon reading it further and upon read-
ing portions of the hearings before the
Commitiee on Ways and Means, and
upon reading the committee report
which accompanied H.R., 10650, I began
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to see that there was good, sound, logical
reasoning for nearly every single provi-
sion in this Revenue Act of 1962.

Time will not permit me to give any
more than just a brief résumé of what
this bill would do. I could not even be-
gin to read the index in the time that
I have been allowed. Therefore, the
bulk of the time allotted to me today will
be used to discuss two things which we
understand will be contained in the mo-
tion to recommit.

I am opposed to the motion to recom-
mit. I shall vote against the motion to
recommit.

I shall vote for the bill.

Let me address brief remarks to what
the bill as a whole does. First, it pro-
vides a new tax on certain potential
sources of revenue which may not have
been paying their fair share of taxes
under the revenue laws which now exist.

Mr. Chairman, this bill provides some
limitation on the deduction of entertain-
ment expenses,

This bill provides for increased tax-
ation of our mutual thrift institutions,
mutual savings banks, and savings and
loan associations.

Mr. Chairman, this bill changes the
tax treatment of mutual fire and casual-
ty companies.

Mr. Chairman, this bill changes the
tax consequences with respect to the
sale of depreciable property.

Mr. Chairman, this bill changes the
tax treatment of the earnings of coop-
eratives.

With regard to those sections which
provide for increased taxation of our
mutual thrift institutions, mutual sav-
ings banks, and savings and loan associ-
ations, I certainly do not want to penal-
ize those institutions which encourage
thrift. At the same time, when certain
of those institutions reach maturity and
attain the financial stability that they
no longer need the benefits which were
provided under the laws which made
possible their ereation and their estab-
lishment, then they should realize they
have reached maturity and should as-
sume their normal share of the tax re-
sponsibility just like other taxpayers
whether they are individuals or corpora-
tions.

It is both the obligation and responsi-
bility of all businesses as well as individ-
uals to assume the burden of taxation.
This applies not only to mutual savings
institutions but also to cooperatives and
related membership type corporations.

Like all good citizens I am confident
that they will willingly accept the pro-
vision of this bill.

It is the responsibility of every seg-
ment of the economy to pay its fair share
and to assume its responsibility toward
paying the taxes which must sustain and
support the Treasury of the United
States if we are to maintain fiscal
strength and financial stability at a time
when we need them perhaps more than
ever in the history of our eountry.

Mr. Chairman, this is the first major
revision of the internal revenue laws
which has been presented to the House
of Representatives during the five terms
I have served as a Member of this body.
I want to take this opportunity to com-
mend the Committee on Ways and
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Means, and especially the chairman of
the committee, the gentleman from Ar-
kansas [Mr. Mi.Ls], who spoke yester-
day, and the gentleman from Louisiana
[Mr. Bocesl, who spoke earlier today,
for their very forthright statements. I
want to commend them for the forth-
rightness and accuracy with which they
have explained every single essential ele-
ment of this bill which is before us
today.

Let me come to a major point that I
think is in the mind of each of us. It
is one about which I had some concern
initially, and at the time I read it and
discussed it I had considerable reserva-
tion about that provision of the bill
which provides for withholding of divi-
dend payments and interest payments on
certain types of accounts. When I asked
these questions which came to me, as
they must have come to many of you, I
went to the chairman of the Committee
on Ways and Means, discussed them with
him item by item and question by ques-
tion; and in every instance he gave me
what I thought was a fair answer, a rea-
sonable answer, which answered every
question I had raised to him and which
I feel answered every single question
which has been raised in the many let-
ters which I have received from con-
stituents who reside in the district I rep-
resent.

Let me make this as clear as T can:
The withholding provision does not im-
pose a new tax on anybody. It collects
no tax that would not be due in the
absence of this provision. It levies no
increased tax on anybody except, Mr.
Chairman, those persons who for one
reason or other during the years prior
to now have evaded a substantial por-
tion of tax liability on income from these
sources.

Mr. WIDNALL. Mr. Chairman, will
the gentleman yield?

Mr. FLYNT. I yield to the gentleman
from New Jersey.

Mr. WIDNALL. Does not this with-
holding tax take away from the people
that which they are entitled to and
which the Government is not entitled to
and that they will have difficulty getting
it back?

Mr. FLYNT. I will say to the gentle-
man from New Jersey that I disagree
with the premise upon which his ques-
tion is based. I do not believe they have
to sue the Government or the Internal
Revenue Service to get back any money
due them under the law as it is written,
and certainly if it is not in it it can be
corrected at the proper time.

All the taxpayer has to do is to file a
claim for exemption at the source say-
ing that he has reason to believe there
will be no tax liability upon him, and
then no taxes will be withheld from his
dividends or interest. I ask the chair-
man of the Committee on Ways and
Means if I have stated the situation cor-
rectly on that point.

Mr., MILLS. The gentleman has cor-
rectly stated the situation.

Mr. FLYNT. Furthermore, in regard
to the question of withholding of taxes
on dividends or interest, if there is no
tax liability there is no tax withheld for
the individual under 18 years of
age, as I understand it, regardless of
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what his tax liability may be. All they
have to do is file a document with the
Internal Revenue Service.

There is no ftax withheld on them
anyway so long as the institution knows
they are under 18 years of age. Nor-
mally, every taxpayer, regardless of age,
regardless of their financial circum-
stances, if they will file a truthful state-
ment that they have reason to believe
there is no tax liability on them for
the coming year, then all they have to
do is to file that with the institution
which would normally pay them the
dividend and the interest to which they
would be entitled.

Mr. BYRNES of Wisconsin., M.
Chairman, will the gentleman yield?

Mr. FLYNT. I yield to the gentle-
man from Wisconsin.,

Mr. BYRNES of Wisconsin. I think
it has been overlooked by the chairman
of the commititee and by the gentleman
here that these exemption certificates
have to be filed every year. That is
number one. And, number two, they are
not filed with the Revenue Service, they
are filed with anybody with whom you
have an account. If you have stock in
10 different companies you have to
make sure that on file with each one of
those individual companies is a certifi-
cate, and you have to do that every
single year.

Mr. FLYNT. I may say to the gen-
tleman if I had acecounts or stocks with
10 or more corporations or 10 or more
savings institutions I should be delight-
ed to file the necessary exemption cer-
tificate or pay the tax due.

The question has come up that some
people would be penalized and that some
people would suffer hardship and in-
convenience by this new provision. I
do not believe that to be the case. I
believe that people with no tax liability
will be excluded from the withholding
on their dividends, savings, and savings
bond interest by filing a simple exemp-
tion certificate with the payer of the
dividend or interest certifying what?
Certifying that he has reason fo believe
he will not be liable for the payment
of any income tax for the year in ques-
tion. For those under the age of 18
the exemption certificate can be filed
whether or not the individual expects
to have any tax liability.

Those who have some tax liability
but less than the amount withheld will
apply for a quarterly refund on a sim-
ple form supplied by the Internal Rev-
enue Service., Refunds will in most cases
be received in a month, as they are now
being received by the 35 million tax-
payers who have income from salaries
and wages, who are already paying
withholding from their salary or pay
check, whether paid weekly, monthly,
bimonthly, or on any other basis with-
in the calendar year.

I have been convineced that withhold-
ing is necessary, that it is in the best
interest of the Treasury of the United
States, and above that, Mr. Chairman, it
is in the best interest of those taxpayers
who year in and year out and month in
“and month out pay and pay willingly
the necessary tax burden which is theirs.
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_ Withholding of taxes on interest and
dividend payments is essential as a mat-
ter of equity and as a matter of fiscal
responsibility.

There is absolutely no reason why
those who receive all or part of their
income from interest and dividends
should not have their taxes withheld—
as wage and salary earners have been
for 20 years. What is being considered
is not a new or additional tax but simply
a method of collecting taxes which are
n:ivs owed the Government but not being
paid.

In addition, the fiscal soundness of the
pending bill depends heavily upon enact-
ment of the withholding section, which
is the largest single source of uncollected
taxes owed: $650 million.

Individuals would suffer no hardship
and little inconvenience.

Withholding will pay for itself hun-
dreds of times over.

The estimated administrative cost of
the withholding system is $19 million
per year but $650 million in presently
evaded taxes will be collected.

Withholding is necessary. Publicity
campaigns aimed at increasing the level
of voluntary reporting of interest and
dividend income have simply not worked,
and attempted enforcement by tax re-
turn audits has been unproductive.

The alternatives are less effective and
more costly. Automatic data process-
ing—even when the system is fully in
operation, which it will not be for sev-
eral years—is no solution to the prob-
lem of mass nonreporting. Automatic
data processing does not collect taxes.
Even with a vast increase in informa-
tion returns which would have to be
filed by business, it would merely identify
suspected tax evaders. Use of automatic
data processing would have to be
coupled with an inerease of thousands
in Internal Revenue’s enforcement staff.
Even then, only the largest suspected
evasions could be checked. At the most
this system would collect about $200
million in evaded taxes and would cost
some $27 million.

The system will be simple and con-
venient for payers of interest and divi-
dends. They will make their payment
of withheld taxes to the Government in
one lump sum quarterly. They will not
be required to keep det.piled records of
individuals to whom they make dividend
and interest payments. In addition,
they will be permitted to retain use of
the withheld taxes for certain specified
periods before they are turned over to
the Government—a provision which will
help offset the cost of withholding.

A strong reason for including the
withholding provision on income from
interest and dividends is that about $15
billion in dividends and interest were re-
ported by individuals on tax returns
in 1959, the latest year for which com-
plete Treasury data are available. In
addition, there were about $3.7 billion
in dividends and interest that should
have been reported in that year but
were not. Most of this amount was
subject to tax and the Treasury Depart-
ment estimates that this underreport-
ing resulted in a revenue loss of about
$800 million in faxes for the year. With-
holding will result in the collection of
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about $650 million of this amount and
it is believed that almost all of the re-
maining gap will be accounted for when
the automatic data processing system is
fully developed.

C this is a loophole which
should be closed and one which can be
closed by enactment of the committee
bill but not by the motion to recommit.

Mr. Chairman, may I briefly discuss
the investment credit provision. I am
convinced, as I hope many of you will
also become convinced, that if we are to
successfully compete with those nations
which are presently a part of the Euro-
pean Common Market, it is going to be
necessary for us to do everything we can
to make it possible for American in-
dustry to cut its production costs wher-
ever it can. I believe this investment
credit provision, coupled with a liberal-
ized depreciation schedule, to be sub-
mitted by the Commissioner of Internal
Revenue, will make it possible for Amer-
ican industry to compete on nearly an
equal basis with its counterpart industry
anywhere in the world. I believe we can
successfully compete if our tax structure
is realistic.

In conclusion, Mr. Chairman, let me
emphasize that one of the main pur-
poses of this investment credit provision
is to create additional jobs for Ameri-
cans.

Mr. Chairman, I have every confidence
that this Internal Revenue Act of 1962
will be fairly enforced; that it will ac-
complish the purpose which the majority
of the Committee on Ways and Means
feel should be accomplished. I support
the bill as reported by the majority of
the Committee on Ways and Means.

Mr. Chairman, I shall therefore op-
pose the motion to recommit and on final
passage I shall vote for the bill as re-
ported.

Mr. BAKER. Mr. Chairman, I yield
10 minutes to the gentleman from Indi-
ana [Mr. HALLECK].

Mr. HALLECK. Mr. Chairman and
members of the Committee, I am sure
the gentleman from Georgia [Mr.
Fryntl, who just preceded me, had
nothing to do with the quorum call, and
I certainly had nothing to do with it.
However, I am glad we do have a few
more folks here. I am quite sure there
is no filibuster on; at least, I hope there
is not, because possibly we might as well
go on and dispose of this matter this
evening.

Now, I would like to say at the outset
a word of commendation for those who
have spoken on this very complex and
difficult matter. I have listened to the
debate. I just want to say that it has
been constructive, thoughtful, and help-
ful. Divergent viewpoints have been ex-
pressed, and that is as it should be. Ido
not know how much I can add to what
has already been said, but I am going to
try it, anyway, and possibly I can clarify
the positions that some of us take.

Mr. Chairman, I have been majority
leader of this House of Representatives
on two different occasions, in the 80th
and 83d Congresses. In the 80th Con-
gress, Harold Knutson, of Minnesota,
was chairman of the Committee on Ways
and Means. ' In the 83d Congress Dan
Reed, of New York, was chairman of the
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Committee on Ways and Means, as my
very good and able friend, the gentleman
from Arkansas [Mr. Miuisl, is now
chairman of the great Committee on
Ways and Means. And, may Isay, as I
am sure he knows, that certainly for him
I have only the highest respect and
admiration.

So, having said as much, I think I
can sincerely and truthfully say that I
know something of the burdens that are
carried by the majority when they bring
a tax bill to the floor. That is as it
should be, because they have the primary
responsibility. But, by the same token,
those in the minority have their obliga-
tion to try to assist as best they can in
writing good tax legislation.

So, Mr. Chairman, we shall have a mo-
tion to recommit on our side that I trust
will prevail. As I remember it, we had
in the 80th and 83d Congresses substan-
tial tax reductions for the American peo-
ple, and we on our side were happy to
write this tax reduction into law first
in the 80th Congress, which, if I remem-
ber correctly, was passed over a Presi-
dential veto, and that meant, of course,
that there was very substantial support
for the bill on the Democratic side of
the aisle.

Before I speak on the motion to recom-
mit, I just want to refer to what has
already happened. We, on our side, tried
to vote down the previous question, be-
cause we felt that under the limited rule
that would be applied—not an open rule
but a limited rule—we could offer three
amendments that could have been de-
bated in a limited way, with each being
considered on its own merits. Our ef-
fort against the previous question did not
prevail, so the vote came on the rule. It
is a matter of record that while I sup-
ported the opposition to the previous
question in order to try to amend the
rule, I voted for the rule in order to
bring this matter to the floor, because I
realized that we still had the privilege
of offering a motion to recommit and
that the vote on the rule was in reality
simply the beginning of the legislative
process that I think we should carry on.

Now, as to the motion to recommit.
There were some references made in the
debate yesterday to what some called
Republican irresponsibility. Well, as I
view this motion to recommit, there is
nothing irresponsible about it. I might
say if one wanted to kick these charges
around one might say that perhaps
there is something a little irresponsible
in a bill here presented by the commit-
tee that in my considered judgment is
not a balanced bill, but one which would
result in several hundreds of millions of
dollars lost in revenue. I do not know
how responsible it is to bring in here
what is called a tax investment credit.
The strangest thing about it all is that
so far as I can discover the great major-
ity of the business people who are sup-
posed to be the beneficiaries of this ac-
tion are against it. I might say that
this business of what is referred to as
withholding of interest and dividends,
now made in my opinion unworkable and
administratively impossible, results in,
I am quite sure, without regard to what
anyone might say about filing notifica-
tion, not in withholding of amounts due,
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but overwithholding of income needed by
millions of people in this country living
on dividends and interest.

The motion to recommit is simple and
understandable. First of all, in its gen-
eral effect it will remove any adverse
revenue implications that exist in the
committee bill. I say that because it will
add in my opinion probably $500 million
in revenue in the coming year to the
already hard-pressed Treasury of the
United States. It will eliminate what
I believe is an unwarranted subsidy or
windfall for certain business interests of
the country under the tax credit. There
has been some talk about how we Re-
publicans just do not want people to
have jobs. Well, first of all, as to who
wants this tax credit, we have a cham-
ber of commerce in the State of In-
diana. I would say on the whole it
is composed of smaller businessmen.
There are some larger ones in the or-
ganization. But here is what they have
just sent to me with respect to the in-
vestment credit provision:

It was the recommendation of a majority
of the committee that this proposal not be
approved by the Congress for the reason
that it had many of the characteristics of
an outright subsidy and discriminated
against businesses that had gone ahead with
expansion and modernization of plants in
previous years. The committee majority was
of the opinion that a general revision in
depreciation schedules and overall tax reform
would serve as a greater and more lasting
stimulus than the investment credit.

Now, that is the business side of our
economy.

I have here a letter from Andrew J.
Biemiller whom all of us refer to as
“Andy.” He served here with us, and
he and I have been good friends for
years. He writes for the American Fed-
eration of Labor and Congress of Indus-
trial Organizations. One would think
that the AFL-CIO would be primarily
interested in jobs. If this tax credit
gimmick is going to provide jobs, then
why would Mr. Biemiller write to me as
follows:

Although the AFL-CIO is unhappy with
the investment tax credit proposal in the
bill, it is far preferable to the accelerated
depreciation provision which will be pro-
posed in the motion to recommit.

Mr. Chairman, for the information of
all of us—and I trust the information
will get to Mr. Biemiller—there will be
no arrangement for accelerated depre-
ciation in the motion to recommit. So,
if the AFL-CIO is unhappy, as they say,
with the investment tax credit idea, then
they must be satisfied that that arrange-
ment is not going to provide real jobs.

Mr. Chairman, when we get ready to
draw a motion to recommit—and may I
say this to some of my friends on our
side of the aisle, because it is primarily
a minority responsibility—there are all
sorts of different ideas about what it
ought to be.

Some say it ought to be a straight
motion without instructions, Others
say it ought to be a motion with in-
structions, When you get down to the
business of a motion to recommit with
instructions, I think every one of us
ought to recognize that you cannot
write complex legislation in that fashion
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and probably should not undertake it. I
think that is one reason why the motion
to recommit will not deal with this mat-
ter of accelerated depreciation.

I think I should say this, in all sin-
cerity, too, that at this juncture of the
affairs of this session of the House of
Representatives, a straight motion to
recommit would probably mean the end
of legislation in this direction. And if
that is true then the same result exactly
is achieved by the vote on final passage
of the bill.

Mr. Chairman, the motion to recom-
mit will simply strike out two sections,
And in connection with striking out
those two sections it will help tremen-
dously in the fiscal situation of our
hard-pressed Government,

Just a further word about the so-
called investment credit. As I have said,
I think it is diseriminatory. I do not
think it is sound tax policy. After the
credit is given, there still would be
granted 100 percent depreciation.

Section 19, which likewise would be
stricken out, as I say, refers to the with-
holding of interest and dividends. I say
it will be overwithholding, I say that
with the improved methods in the Inter-
nal Revenue Service, with a better real-
ization on the part of the people who
receive these interest and dividends that
they should pay taxes on them, I cannot
see any reason why we cannot move
without what I say would add to the
harassment of millions of taxpayers all
over the country,

Mr. Chairman, let me make one other
thing clear. As I said, it has been inti-
mated in a place or two, if not openly
charged, that when we move to strike
out section 19, the withholding provi-
sion, that somehow or other we are for
tax evasion. Nothing could be farther
from the truth. No one condones tax
evasion; certainly I do not. But I do
not want to compound the confusion
that certainly would result if this sec-
tion goes into effect.

I sometimes wonder why it was put in
here, except that apparently it was felt
by the administration that they had at
least to create the appearance of hav-
ing a balanced bill, a bill that would not
result in a loss of revenue. As I say, if
you want to be sure that we do not have
an unbalanced bill then I say to you vote
for the motion to recommit.

If this bill is just the beginning, if a
balanced bill is the goal, let us make sure
that we do not start off with the wrong
kind of a beginning. There are 21 sec-
tions in this bill. The motion to re-
commit would strike out two of them. I
have heard it said here time and again
that this strikes out the heart of the
bill; that it destroys the bill; that there
is nothing left. We always hear about
crippling amendments. If we adopt this
motion to recommit, in my opinion, it
would not strike out the heart of the bill;
nothing at all like it. It does do away
with two sections that in my opinion are
not necessary and should not be adopted
at this time.

Mr. Chairman, I certainly hope that
the motion to recommit is adopted.

Mr, MILLS. Mr, Chairman, I yield 10
minutes to the gentleman from Missouri
[Mr. BoLLING].
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Mr. BOLLING. Mr. Chairman, it is
a little difficult to get up at this hour,
at a point when Members are beginning
to cry for a vote; but I have had the
privilege of spending about 10 years on
the Joint Economic Committee, an as-
signment which I have taken very seri-
ously. I have been rather fascinated by
some of the discussion I have heard, par-
ticularly from the other side of the aisle.

I am sure there is no partisanship at
all in the recommittal. There was no
partisanship at all in the phalanx of
votes which attempted to set up a unique
method of considering a tax bill. One
does not have to look very far back in
the record to see that when the Republi-
can Party was in the majority in the
House of Representatives, it took exactly
the same attitude on a tax bill under
those circumstances that we who are in
the majority take today. I am sure no
one would deny that. That is the ordi-
nary standard approach and the phalanx
yvesterday, the unanimous, I believe, Re-
publican vote, was a sure indication that
this bill was going to receive completely
nonpartisan, nonpolitical consideration.

Now let us take a look at this question
of recommittal. If we are talking of leg-
islating in a constructive way; if we are
talking about passing legislation in a con-
struetive fashion, then I ask—what is
construetive about a motion to recommit
which offers no alternatives to the two
sections, but simply strikes them out.
‘What is constructive about saying, “No,
we will not have any part of an effort to
solve this fundamental problem that con-
fronts America in dealing with the world
situation”—a problem that has been
studied and restudied and concerning
which problem this is the first real effort
to do something? And that is the ques-
tion of the investment eredit provision.

For years and years I have heard my
friends on the Republican side talking
about how we could, if we would only
unleash private enterprise, more effec-
tively compete with the Soviet Union.
Then when the Democrats bring in a
bill which tries to give private enter-
prise a more equitable situation in rela-
tion to all our friends in Western
Europe, where they can write off invest-
ments much more quickly than we can
in this country, then the Democrats are
attacked as being in favor of a bonanza
for business. What is the true inward
attitude with reference to this problem?
It is no secret—everybody in business
knows what the real underlying reason is
for being against the investment credit
provision—they want more, and on more
favorable terms. This is not enough.
They want a more advantageous pitch,
from their point of view.

Mr. Chairman, this is the fair and
aboveboard way to meet this problem.
This provides, frankly, for an incentive—
frankly, it provides a subsidy to increase
the amount of investment in automated
machinery and the amount of investment
in new and modernized equipment.
When I tell you that every country in
Western Europe has more favorable
terms for writing off investments, it is
not a myth. And it is not an exag-
geration to say that with one or two
exceptions the free countries of Western
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Europe are all experiencing greater eco-
nomic growth than the United States.
Certainly, we have to learn to compete
more effectively. Certainly, we have to
do things in the field of trade. But this
is a good beginning. It is a good start.
But our Republican friends on the other
hand would offer us nothing as an alter-
native. They just say, “You are going
to try to make a start, but we want noth-
ing in this direction.” That much is
clear. They take a purely negative po-
sition on investment credit—no alterna-
tive—nothing—just strike it out.

The other section which they wish to
strike out and about which they cry
these crocodile tears and about which
they tell us that in fime when we get
these automatic data processing ma-
chines in operation—and I know some-
thing about this and, fortunately, one
of those automatic data processing in-
stallations is going into my district and
I know when it is going to be set up and
it is certainly going to be a number of
years from now even if it is on sched-
ule—as I was saying, this provision about
which they cry these crocodile tears and
say that everything will be all right when
these machines get into operation should
be adopted now because we need to see
now, today, that this loophole is closed.
There are many other loopholes and I
hope when we have passed this tax bill,
and it becomes law, that the great Com-
mittee on Ways and Means and this time
in a more bipartisan manner will go
to work to see if we cannot close a great
many of the other loopholes that exist.

This business of erying for the widows
and the orphans on the withholding tax
provision is as phony as the thing we
used to experience when we used to have
the office of rent control. The big
owners of apartment houses never came
to see us; they always sent in to us the
ones who had just one or two apartments
to rent. They always came and told us
what a terrible hardship they were go-
ing to experience. The people who are
really fighting this withholding on inter-
est and dividends are not the widows
and the orphans misled by propaganda,
because, despite the fact that they may
have to file a certificate once a year, this
does not represent a hardship.

If you say that some people will have
more withheld than is necessary, what
is the answer? That is exactly the pres-
ent situation that we have when we with-
hold on salaries and wages; a great many
people find at the end of the year that
they have had too much withheld.

‘What is the difference between income
from dividends and interest and income
from wages and salaries? Why should
they not be freated with complete
equity?

So what I am saying in effect is that
this bill takes a major step forward in
a critical area of the U.S. economy, and
that is to encourage investment. Mr.
Khrushchev has said, and said repeat-
edly, that he will bury us; and when he
talks about burying us he is not talk-
ing about burying us with bombs. He
has said that he would bury us in what
he calls peaceful economic competition.
We have the opportunity in this invest-
ment credit section of the bill to strike
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a blow at his attempt to bury us; and
in the withholding section of the bill
we have a chance to bring equity to a
tax structure, greater equity to a tax
strueture which is not as equitable as
it could be.

Mr. BAEER. Mr. Chairman, I ask
unanimous consent that the gentleman
from New York [Mr. GooneLL], the gen-
tleman from Wisconsin [Mr. ScHADE-
BERG], and the gentleman from Illinois
[Mr. MiceeL] be permitted to extend
their remarks on this bill at this point
in the REcoRrD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Tennessee?

There was no objection.

Mr. GOODELL. Mr. Chairman, I rise
in opposition to the bill.

As far as I car make out, the only
people for the bill are, for some mys-
terious reason, in the Kennedy admin-
istration.

Top union officials opposed the invest-
ment tax eredit proposal of the bill which
would give companies an extra T-per-
cent credit for expansions meeting with
Government approval. The AFL-CIO
said it “would grant a major tax wind-
fall to corporations without accomplish-
ing its basic purpose of increasing the
efficiency of American productive capac-
ity.” A survey revealed that only 1
out of 68 corporations felt the tax credit
would have any significant effect on
major expansion programs.

Approval of the provision is unique in
the history of the Ways and Means Com-
mittee. I am amazed the committee
would insist on providing a tax benefit
so overwhelmingly opposed by virtually
all segments of our society. The bill, by
dictating what expansion is worth a tax
credit, amounts to a drive to put Uncle
Sam on the board of directors of every
company in America.

The bill also provides for the with-
holding of taxes on dividends and inter-
est with a complicated procedure for
exemptions thrown in at the last minute
in an attempt to save the bill.

Big investors have not stirred much on
this issue, but average workingmen and
retired persons have been pouring an
avalanche of mail into Washington
against the plan,

What it amounts to is that individual
taxpayers will be further harassed by the
Government with special certificates,
forms, filings and redtape in order to
keep the money that they did not owe
to the Government in the first place.

I do not think that we have to hit the
average honest taxpayer over the head
with a sledge hammer in order to catch
up with the evaders,

The bill piles complicated new features
on a tax code already beyond the com-
prehension of most. It is a burdensome
travesty of reform.

Mr. SCHADEBERG. Mr. Chairman,
I am opposed to this bill.

It seems to me that in this day in
which this 87th Congress has deemed
it necessary to raise the national debt
limit by $15 billion and, as is common
knowledge, will be asked to raise the
debt limit by another $8 billion before
the end of this 1962 fiscal year, it is
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highly inadvisable and irresponsible to
grant a T-percent investment windfall
over and above the 100-percent writeoff
business and industry by law can obtain
for new equipment and fixtures. We can
hardly justify this in view of the increas-
ing attempt of this administration to
reach deeper and deeper into the tax-
payer’s pocket for additional revenues.

In this same bill we find that the Ways
and Means Committee deems it neces-
sary to withhold taxes on interest and
dividends. On the surface this appears
to be reasonable, if, of course, you ac-
cept as I do not, the principle of with-
holding—the right of Government to
take a portion of the taxpayer's—citi-
zen's—earned dollar before he receives it,
but a careful investigation of the with-
holding-on-dividends proposal—section
19 of the bill—reveals that this proposal
will be especially harmful to our elder cit-
izens, those this administration claims
needs socialized medical care because of
their unfortunate financial circum-
stance. Let us put this in proper per-
spective: Why cannot our elder citizens
care for the themselves? Is it not be-
cause of inflation which has devaluated
their savings? As the years pass by
and our citizens approach retirement
years, many of them have decreasing in-
come. Having, with no little sacrifice on
their own part, invested their small sav-
ings, we now want to withhold 20 per-
cent of the income on their savings.
This is a hardship on those who can
least afford it, since those who have little
income—and thus the withholding is not
a sizable amount—will be placed in the
position of having to claim from the
Government that to which under law
the Government has no legitimate right
and—if made legal—no moral right. Not
only will the person not have use of the
money withheld—which is needed, but in
many cases the individual will have to
secure professional advice to recover
what was withheld. He will be the vic-
tim of technicalities that will result in
loss of much-needed income. We ought
to be at least as interested in people as
we are in their tax dollar.

The facts are that this proposal will
require additional help by the Internal
Revenue Department to meet the addi-
tional load of correspondence associated
with the attempt of the ones whose tax
on dividend was withheld to recover pay-
ment.

It is my understanding that dividends
and interest over $10 have to be reported
to the Government on form 1099, Itisa
simple thing to compare form 1099
against the individual income-tax re-
turns

Let us simplify, not further compli-
cate, our tax structure.

Mr. MICHEL. Mr. Chairman, on
April 20 of last year the President sent
to Congress a message containing a series
of proposals on the review of certain
of the present tax laws. Included in
these proposals was a recommendation
that Congress correct the present in-
equity in the application of the tax to
certain cooperatives.

The President said:

Contrary to the intention of Congress, sub-
stantial income from certain cooperative en-
terprises, reflecting business operations, is not
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being taxed either to the cooperative or-
ganization itself or its members,

The President pointed out that this
inequity had resulted from court de-
cisions which held that patronage re-
funds in certain forms are nontaxable.
The President further recommended
that the law be clarified so that all
earnings are taxable either to the co-
operative or to their patrons.

If my colleagues will bear with me for
a few moments, I would like to review
the history of the situation which led
up to the recommendations of the Presi-
dent.

In 1951 Congress amended the Inter-
nal Revenue Code to provide that earn-
ings of farmers’ marketing and pur-
chasing cooperatives are taxable in the
hands of either the cooperatives or their
patrons. Earnings distributed to pa-
trons, in the form of cash, securities,
other serip, or book credits were to be
considered taxable income of these
patrons.

However, Federal appellate. courts
have held that some cooperative-issued
securities or other scrip were of ques-
tionable value, did not in fact represent
income to the patrons, and therefore
were not taxable to them.

The result is that the earnings of some
cooperatives have not been taxed, that
is, neither the cooperative nor their
patrons paid.

This situation has led to extended
consideration of means whereby the ob-
jectives of the 1951 amendments could
be implemented.

In 1957 the Treasury Department
recommended a withholding system on
noncash cooperative dividends. The
Congress did not take action on this
proposal.

In 1959 the Treasury proposed that
Congress tax cooperatives on all earn-
ings which are not either first, paid to
patrons in cash; or second, paid to pa-
trons in serip redeemable within 3 years
and bearing interest of at least 4 percent.

In response to the request of the Pres-
ident, the Ways and Means Committee
conducted hearings last year and has now
brought forth a bill which purports to
provide for the clarification of the pres-
ent law. However, in my humble opin-
ion, I submit that the only thing which
has been done by the committee and
which is part of the tax reform bill be-
fore you today is to take from the pa-
tron 20 percent of something which he
does not have and turn it over to the
Treasury, and it forces the cooperative
to be the collection agent.

I refer to the provision of the bill
which will require that the cooperative
withhold at least 20 percent of the pa-
tronage dividend allocated to the patron.
The real question as to whether or not
the scrip certificate or allocation made
by the cooperative constitutes taxable
income to the patron has not been solved.

Under the 16th amendment, Congress
has the power to lay and collect taxes
on incomes, from whatever sources de-
rived. The principle has long been rec-
ognized by the courts that what is not
in faet income cannot be made income
by legislative action or by regulations
of the executive branch.
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In his appearance before the Ways and
Means Committee, May 3, Secretary Dil-
lon pointed out that several court deci-
sions have nullified the intent of the 1951
legislation and have held that a patron
does not realize income on serip having
no market value. For example, in the
Carpenter case—1955—the U.S. Court of
Appeals for the Fifth Circuit held that
the revolving fund certificates under
consideration in that case did not con-
stitute income to the patron. The court
added, and I read:

It is fundamental in income taxation that
before a cash basis taxpayer may be charged
with the receipt of income he must receive
cash or property having a fair market value,
or such cash or property must be unquali-
fiedly subject to his demand (219 Fed. 2d
635).

In the Long Poultry Farms case—
1957—the U.S. Court of Appeals for the
Fourth Circuit commented as follows:

It is argued that under implied agreement
arising out of the provisions of the bylaws
taxpayer in effect recelved in cash the
amount of the credit and reinvested it in
the revolving fund of the cooperative: but
this is simply to exalt fiction and ignore
reality.

* L ] - L] L]

To require the inclusion in income of
contingent credits, such as are here in-
volved, would be to require the patrons of
cooperatives to pay tax upon income which
they have not received, over which they have
been given no control and which they may
never receive. Apart from the question of
constitutionality of such a requirement,
which would be a serlous one, it is a safe
assumption that Congress never intended
to impose upon the patrons of cooperatives
the hardship and burden which the taxabil-
ity of these contingent credits would involve
(249 Fed. 2d 726).

Those supporting this tax proposal
reason that the patron being made
aware of the new provision will have
consented to this method of taxation at
the time of entrance into the coopera-
tive. I doubt seriously whether the
courts will sustain this view. In my
opinion, patrons will resent this effort
to pass along fto them a tax liability
which is not correctly their responsibil-
ity. It places the Government in a po-
sition, as I indicated before, of collect-
ing by the withholding method a tax
which the patron does not owe under the
interpretation of the courts. This, I
feel, is an injustice to the patron and it
could have serious repercussions on the
many patron members of farm coopera-
tives. For example, those few farmers
who enjoy prosperity to the extent that
their taxable income exceeds the 20-
percent level, would be required to take
funds from their own receipts to pay the
difference in the tax as it would be as-
sessed.

It does not seem quite right to me to
make farmers or other patrons pay tax
out of his own pocket when he receives
no cash dividend over which he can ex-
ercise real dominion or control, and I
submit that the courts could hold that
he has not received any taxable income
because he does not have readily realiz-
able economic value.

Under the provisions of this bill, 20
percent of the so-called patronage divi-
dend or allocation would be withheld by
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the cooperative except in certain cases,
and the balance of the dividend under
the bylaw-consent provision would be
held by the cooperative and reinvested
for an indefinite period of time and with
no assurance that it would ever be paid
to the patron. The only alternative for
the patron in this situation would be
for him to withdraw his membership
from the cooperative.

If the courts sustain this point of view
which I have presented to you this aft-
ernoon—and I have no doubt but what
they will—the administration will be in
the same untenable position it is in at
the present time in regard to collecting
this tax from the patrons or from the
cooperatives.

I am sure my colleagues appreciate
the fact that in certain areas of this
country the farmer is limited in mem-
bership to a single cooperative, and he
has no alternative but to join this co-
operative if he wants to market his farm
products. To impose this withholding
tax on such a patron and force him to
maintain his membership in such a co-
operative appears to me to be an ex-
tremely burdensome load and could be
only interpreted by the patron as the
cost of membership in such an organi-
zation.

Mr. BAKER. Mr. Chairman, I yield
the balance of the time on this side to the
gentleman from Wisconsin [Mr. BYrNEs].

The C . The gentleman
from Wisconsin is recognized for 35
minutes.

Mr. BYRNES of Wisconsin. Mr.
Chairman——

Mr. BELCHER. Mr. Chairman, will
the gentleman yield?

Mr. BYRNES of Wisconsin. I yield.

Mr. BELCHER. In the past few
minutes I have heard the gentleman
from Missouri and the gentleman from
Georgia trying to explain what this bill
would do for business. I represent one
of the fine industrial cities of the coun-
try. Not less than 200 of the business-
men of this city have written me about
this investment credit, not a single one
supporting it.

I am in this position if I should vote
for this bill of having to ask the gentle-
man from Georgia and the gentleman
from Missouri to come out to my district
and explain one by one to each of these
fine successful businessmen in my dis-
triet just exactly what they face and
show how this would increase their oper-
ation or provide more jobs.

I just doubt very seriously if the gen-
tleman from Georgia and the gentleman
from Missouri would consent to come out
to my State and explain this to my busi-
nessmen.

Mr. BYRNES of Wisconsin, Mr.
Chairman, I am going to attempt to be
just as dispassionate as I possibly can
in discussing the merits of this bill and
the motion to recommit. First, how-
ever, let me set the record straight. The
President, I understand, at his press
conference today accused the Republi-
cans of attempting to kill the bill and
all the proposals that are in it.

I think the President should either
have a little better liaison as to what
is happening up here or, at least, make
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some check before he indulges in state-
ments like that. There is no effort to
kill this bill as such. There is every
effort being made to improve the bill
and put it in a condition where this
House can be proud to pass it. We do
not want to be put in a position of pass-
ing a bill that in the future we will be
embarrassed by having approved.

This bill contains 21 sections. Gen-
erally speaking, 18 of those sections are
fairly well worked out and represent de-
sirable changes. Some of the things
that the President suggested we were
trying to kill today are in the 17 or
18 sections that we on our side par-
ticipated in improving and encouraged
adoption of. On those 18 matters all
of us on the committee as individuals
in a bipartisan or nonpartisan manner
attempted to bring equity into the solu-
tion of the problem that exists. I will
vote for the bill with all of these 18 sec-
tions, if we can eliminate the 3 items we
will talk about in the motion to recom-
mit.

Do you know what the remaining 18
sections will do for the revenue? They
will add $500 million to the fiscal posi-
tion of our Government. You cannot
say that is not of some significance.
They talk about our trying to gut the
bill and get rid of the bill completely.
If our motion to recommit is adopted
and this bill is passed, you will still have
made some very important changes in
the tax laws and you will improve the
fiscal situation by $500 million a year,
instead of putting it in a deficit position,
which would be the case if you adopted
the bill without the motion to recommit.

There are three sections I would like
to deal with and on which there is con-
troversy. Peculiarly enough, it seems it
was only when we got down to these
items that they were not concerned
about what the Republicans wanted to
do to try to assist them. We tried to
be helpful in writing provisions that
would meet the situation.

First, let us take the taxation of for-
eign-controlled corporations. There are
other sections in this bill that close up
real loopholes in this foreign field, and
I am for them. I supported them
wholeheartedly. There is another prop-
osition, however, that we ended up with
the last day of the session and reversed
the action taken by all members of the
committee on a proposition that was pre-
sented to us by the staff of the Joint
Committee on Internal Revenue to take
care of the problem that exists here and
really hit at the abuses. But, the whip-
lash came from downtown, and I am not
talking necessarily about the White
House. I am talking about the AFL-
CIO. They said if you do not expand
this we are going to have to be against
your bill,

So, what happened? On a purely par-
tisan vote they reversed what the com-
mittee did. The committee had turned
down the Treasury’s proposals three or
four times, if I am not mistaken, But
they reversed the position they had
taken, as far as adopting the staff pro-
posal was concerned, by a purely par-
tisan vote. They said, No, we have to
get into this area. We want to discour-
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age Americans from being able to oper-
ate aboard. This is the most astound-
ing feature of this legislation. At a
moment when our Government is pre-
pared to pour more billions into foreign
aid to provide economic development for
ocher parts of the world, the Treasury
Department is asking for new restric-
tions which are plainly designed to
reduce American industrial activity
abroad.

Mr. Chairman, this is inconsistent
with the statement of the President
urging the stimulation of private enter-
prise participation in oversea economic
development activity. It is inconsist-
ent with the statement of Secretary
Dillon, when he was urging the Com-
mittee on Ways and Means only 21
months ago to provide tax incentive
measures, when he called for his deferral
of income abroad by U.S. business cor-
porations. It is inconsistent with the
State Department proposal in connec-
tion with the Alliance for Progress. It
is against the commitment that we
signed as an article to the OECD,
that agency on which we depend for
development and assistance. It is in-
consistent with the maintenance by the
Commerce Department of a costly bu-
reau devoted to finding better invest-
ments abroad for American business.

It is inconsistent with the almost 50
years of U.S. policy designed to encour-
age and assist American businessmen in
expanding our markets and facilities
overseas for the benefit of the American
worker and the American investor and
the American exporter and the U.S.
Treasury, which benefits from the in-
come brought back home from such en-
terprise; yes, and benefit the American
balance of payments which result from
the bringing back of funds earned
abroad. If is inconsistent with the pat-
tern established by other industrial na-
tions of the world through their progres-
sive administrations, including this one
up to now. Mr, Chairman, I refer to
the pattern of encouraging and enabling
our own businessmen to compete at least
on equal terms with their competitors of
other nationalities. This provision is
inconsistent with the standard of fair-
ness toward American businessmen
which our own Government has urged
to invest billions of dollars abroad to
seek expanding markets. It is incon-
sistent with commonsense, and it is in-
consistent with the national interest.

Since World War II, Mr. Chairman,
our American business concerns have
penetrated with great initiative and
great courage into all corners of the free
world—many of them areas which have
historically been the exclusive preserve
of European firms and cartels. They
have done so in the belief, supported by
the statements of every President, in-
cluding the present one, that such pene-
tration of foreign markets was in the na-
tional interest.

They have competed successfully on
their own grounds abroad with such for-
eign industrial giants as the $9 billion
Royal Dutch Shell complex and the $2
billion Unilever concern, both of which
are of mixed British and Dutch owner-
ship, with Volkswagen, Siemens, and
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Krupp of German, with Philips of Hol-
land, Hitachi of Japan, Fiat of Italy,
Imperial Chemicals, British Petroleum,
and others—all companies with sales or
assets in the billion-dollar class. They
have faced the vigorous competition of
Pirelli, Renault, and Thyssen, SKF and
Petrofina, of Mitsubishi, of Mannes-
mann, Montecantini, and others. They
have competed with them not only in
their own countries but in the all-im-
portant third-country markets of the
world, such as the growing markets of
South America, Africa, and Middle East.
They have done this without subsidy,
without many of the Government helps
which are available to the European and
the Japanese, and without obscure bank-
ing and insurance tieins.

And they have done these things, Mr.
Chairman, with honor to themselves and
honor to their country. They have
played by the rules, and better, they have
maintained the high standards of ethics,
employee and community relations, fair
play, and good products and services.
Today in all parts of the world the brand
names of American products are popular
and friendly symbols of American life.

These business ambassadors have con-
ducted themselves so well that they have
not been subjected to the taunt “Yankee
go home.” But if the Treasury has its
mysterious way in this legislation they
will hear the cry from Washington of
“Yankee come home.” And those who
are considering investments abroad are
already hearing the words, ‘“Yankee
stay home."

Now, we have had the suggestion made
that if we close this up we are going to
be able to provide for the exportation of
jobs; that this investment means we will
have no jobs for workers here and they
will be going abroad. Well, this argu-
ment that this bill will provide jobs for
Americans is merely a demogogic appeal
which has no real basis in fact.

Now, my colleague, the gentleman
from Louisiana [Mr. Boces]l, who is
present here, agreed with me on this
point at one time, because he went over
to the Senate Finance Committee in 1960
and he appeared on a bill over there
which he was sponsoring. And, what
did he say?

In addition to that I found that a lot of
these old shibboleths that make rounds

This is one we hear quite frequently.

In other words, it is just one of these
cats under the bed. That is what the
Congressman from Louisiana, the pres-
ent whip of the majority, told the U.S.
Senate in 1960. And, I agreed with him
and I agree with him now.

Mr. BOGGS. Mr. Chairman, will the
gentleman yield?

Mr. BYRNES of Wisconsin. I yield
to the gentleman from Louisiana.

Mr. BOGGS. If the gentleman is so
touchy about that, why did he not make
it a part of his motion to recommit?

Mr. BYRNES of Wisconsin. I will be
glad to go into that, because I had in-
tended to do so before I finish. We did
make that effort. We made the effort
when we proposed that you give us a rule
to make it possible to offer a substitute
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for this provision, a substitute that the
committee had agreed on up to the final

day.

That is what we asked you to vote for,
to give us that opportunity to make that
our alternative and to make that pro-
posed substitute. You turned it down.
I am not dumb enough that I am going
to have to be turned down twice by the
same people. As far as I am concerned,
I lost that battle, but the battle will
continue.

Mr. BOGGS. If the gentleman will
yield, the gentleman still has the oppor-
tunity, does he not?

Mr. BYRNES of Wisconsin. I have
learned what the chances of that oppor-
tunity are, and you showed us that just
the other day by turning down our pro-
posal to have a substitute rule,

Mr. Chairman, I would like to assess,
though, a little bit, this argument that
the U.S. oversea firms are costing Amer-
icans jobs.

Mr, BOGGS. Mr. Chairman, will the
gentleman yield once more?

The gentleman referred to me.

Mr. BYRNES of Wisconsin. I thought
I yielded to the gentleman. Go ahead;
all right.

Mr. BOGGS. I believe it will save
time, and we will yield the gentleman
additional time.

The argument the gentleman ad-
vances so far as having been defeated
on the third proposition, would also
apply to the other propositions, would
it not, since he was also defeated on his
other parts of his motion to recommit.

Mr. BYRNES of Wisconsin. No, sir;
just on one, not all of them.

Mr. BOGGS. If the gentleman will
yield further, on his open rule proposi-
tion, the gentleman had three of them.

Mr. BYRNES of Wisconsin. I am not
going to yield further, because this has
nothing to do with the subject which I
quoted the gentleman on.

But I would like to assess this
argument that U.S. oversea firms are
costing Americans jobs. In the great
majority of cases American business has
gone abroad because it has found it
necessary to do so in order to hold or to
penetrate foreign markets in order to
meet foreign competition,

I might say that there are American
firms abroad which do export to the
United States, but most U,S. firms in the
foreign lands are selling their total out-
put in the foreigm market. That was
the evidence before the committee.

Let us first consider the U.8. firm
abroad which exports to the United
States. The fact that the foreign sub-
sidiary is American owned is not in any
real sense the cause of any loss of jobs in
the United States. The economic facts
of life are such that if an American-
owned foreign subsidiary were not man-
ufacturing a given product which was
being exported to the United States, you
can be quite sure that this same product
would be manufactured abroad and ex-
ported to the United States by a foreign
company. Let us not delude ourselves
in the thinking that Great Britain, West-
ern Germany, Japan, or any other indus-
trial, advanced country does not have
the economic know-how, the capital, and
the will to produce quality products
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which can be exported and sold in the
U.S. market. If American jobs are be-
ing lost by the importation of products
from abroad, the problem will not be
cured by putting an American-foreign
subsidiary out of business and turning
that business over to a foreign-owned
corporation. In any specific case, if we
want to protect American workmen from
the competition of foreign imports the
real answer is in the tariff laws and the
remedy is to apply effective tariff pro-
tection against the importation of such
products. This is a matter about which
I am gravely concerned and it is a mat-
ter which I am sure many of us want to
explore in great depth in our considera-
tion of the proposed Trade Expansion
Act of 1962,

It is, therefore, obvious that in those
cases where American-owned firms are
exporting to the United States, the pro-
posed restrictions on these firms operat-
ing abroad will not themselves in any
way benefit the workers in our own do-
mestic industry. The only real effect of
such restrictions will be to penalize
American-owned firms abroad and turn
the business over to foreign-owned com-
panies. If under the policies of the ad-
ministration we are to further lower our
tariffs to the benefit of foreign imports, it
is far better that at least we permit U.S.
enterprises to participate in this trade
through their oversea affiliate rather
than to leave the market entirely to for-
eign-owned firms.

By far the great majority of U.S. firms
operating abroad today sell their output
in the foreign country where they are
operating or in other foreien markets.
Because of foreign tariffs, import quotas,
exchange restrictions, and nationalistic
laws favoring the development of loeal
industry it is not always possible to ef-
fectively compete in these foreign mar-
kets with exports from the United States.
If Americans wish to share in these
markets it is therefore necessary for
them to establish oversea subsidiaries.

If the proponents of this bill prevail
and crippling restrictions are placed on
U.S. firms abroad then it will be no
longer possible for U.S.-owned foreign
subsidiaries to continue to share in these
foreign markets. And if the U.S. firms
are forced to retire from these markets
under the “Yankee come home” philos-
ophy, this business will then fall to the
foreign competitors. Here again the re-
sult would be the surrender of world
markets to foreign competitors.

Actually, rather than exporting jobs,
U.S. private investment abroad provides
jobs at home. These investments
abroad provide a market for the export
of U.S.-made machinery and equipment
as well as raw materials, intermediates,
components, and spare parts used in
processing finished products and main-
tenance. On the other hand if these in-
dustries are owned and controlled by
nationals of Western European or other
countries it quite naturally can be as-
sumed that they will furn to their moth-
er countries for their equipment and raw
materials. This would reduce exports
from the United States, and the related
U.S. jobs, to say nothing of the loss of
dividends that now flow back to the
United States from American-owned
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firms abroad to provide dividends to the
shareholders of the U.S. parent com-
panies and tax revenues to the U.S.
Treasury.

Let me give you another little example
of this job proposition that is talked
about. I would like to quote from the
Secretary of Commerce, and this is not
going away back here. This was just
March 16. Let me quote him in a
speech he made. He said this:

U.S. investment abroad is important to
our export expansion program. Direct in-
vestment in manufacturing facilities abroad
stimulates our export of capital equipment.
Our export of parts and raw materials and
our export of finished products do fill out
the lines of subsidiaries producing and sell-
ing abroad.

That is jobs here that that investment
created, and the Secretary of Commerce
tells you so.

Mr. Chairman, he goes further and
says this:

To the extent the United States invests
abroad, the financial strength and the com-
petitive capability of American companies
reinforces our domestic economy. To the
extent that the earnings of these invest-
ments are returned to the United States,
they make a direct contribution to improv-
ing our balance of payments.

The very thing that we keep saying
we want to do.

Mr. Chairman, this bill closes the door
to do it. That is why we are against it
and are trying to make a correction in
this bill as far as the taxation of con-
trolled foreign corporations are con-
cerned. We are not trying to kill the
bill. We are trying to eliminate this
bill which will handicap the purpose that
the Secretary of Commerce has told us
should be our objective. That is what
we are trying to do.

Mr. Chairman, why should not Amer-
icans be able to compete abroad on an
equal basis with the German and French
and British counterparts? If they re-
duce their foreign taxes by operating,
let us say, in Switzerland, for their
sales operation, who benefits? The
United States benefits because when
they bring that money back we insist
that in toto there should have been a 52-
percent tax paid. So, if they have
already paid 20 percent, we assess the
balance. If they have already paid 52
percent to the German Government or
the French Government, we get nothing.
Sometimes I just cannot fathom the
logic of some of these proposals.

Mr. Chairman, let me talk about the
subsidy to business on which the Presi-
dent put such great reliance for accom-
plishing such wonderful objectives. In
fact, we are going to have no more prob-
lem with the Soviets, one would con-
clude from listening to the gentleman
from Missouri who preceded me, because
this is just going to put us so far ahead
that we will not have to worry about the
Soviets or the Communists or any other
problems like that. But the gentleman
from Missouri mentioned that he serves
on the Joint Economic Committee. I
wonder if the gentleman was present be-
fore that committee when Leon Keyser-
ling, the former economic adviser to
President Truman testified this year and
commented on the tax credit proposal.

CONGRESSIONAL RECORD — HOUSE

What did he call it? To refresh the
gentleman’s memory, he called it a tax
bonanza. I do not often agree with
some of the economic philosophy of Leon
Keyserling, but with this one I do.

The administration presented the pro-
posal on the basis that we should put
our depreciation law on a par with that
of other countries. That has been ex-
pressed here. That is, we have got to
get our depreciation laws on a par with
those of some of our foreign competi-
tors. But this does not change depre-
ciation laws one iota. They also suggest
that it is necessary to spur moderniza-
tion and I am going to suggest to you
that there is a very serious question
whether it can do that to any degree.
But what about depreciation? It is not
depreciation reform, and that is what is
needed, and that is what we attempted
to give you when we asked for a rule
which would make a depreciation reform
provision eligible as a substitute for this
bonanza section. But that has nothing
to do with this provision here.

Under this proposal—and I hope you
will follow me on this, because it is not
so complicated; in fact, it is very simple,
what this bill does under this proposal.
A businessman goes out and buys an
item and pays $20,000 for it; let us say
a machine, or something of that kind,
that he uses in his business. It is de-
preciated. He gets a subsidy for buy-
ing that of $1,400, or T percent. The
Government might just as well, to all
intents and purposes, write him a check
at that time and say: “You send us the
bill and prove that you have this item
and it is in place and operating and
that it has cost you $20,000; here is your
check.” But we do make him wait until
he files his income tax return and then
instead of sending the check his return
shows what he owes Uncle Sam and he
can deduct $1,400. There is not much
difference between the two. It is just
that he has to wait a little longer under
that system.

Now, what does the taxpayer do then?
Although this equipment really cost
only $18,600—that is, $20,000, less
$1,400—he puts the equipment on his
books at $20,000, and through deprecia-
tion he gets his $20,000 back. In fact,
what he has gotten back is $21,600 from
the Government for an investment of
$20,000 over the period of time.

To me, that is the gimmick; that is the
bonanza; that is the windfall. It is not
depreciation reform, because it has noth-
ing to do with how he depreciates this
item. The committee would not even
permit us to say to this man at least,
“Put it on your books for $18,600,” be-
cause that is all he paid for it. Oh, no,
we could not do that.

What about the incentive to expand
and modernize? And mark you this: this
credit is given not for any increase in
investment over what they are investing
now, as proposed in the original Treas-
ury suggestion. The original proposition
that came from the President—yes, at
least, that had that merit, that you only
got the credit as you invested more than
you had been investing. But not this
one—not as it comes to us today. You
get it for just doing what you planned
to do all the time and you even get it for
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the fact that by happenstance the ma-
chine was put into operation in your
plant after the first of this year even
before the bill is passed. That is a bo-
nanza. That is a windfall in my book.
The taxpayer is going to get credit for
doing just what he planned. There are
some that have to expand and have to
go in and make certain investments.
There are certain of your utilities. There
is one large utility that will get $80
million a year for doing what it has to
do to serve its customers and for doing
what it intended to do, but you are going
to give them a handout. They do not
want it. Why? Because it disrupts
their whole bookkeeping operation.

The inequities in this thing are multi-
tudinous. I hope some of you would at
least just skim through the minority
report where we set out some of those
inequities. But let me say this: Nobody
is for this credit. The gentleman from
Indiana [Mr. HaLrLEck] referred the let-
ter from the AFL-CIO. I would call
your attention to their statement which
they issued in Florida and you can see
whether it is going to stimulate business
and create jobs.

I refer the Members to the statement
issued by the American Federation of
Labor-CIO executive council, which met
at Bal Harbour, Fla.,, on February 23,
1962. This is pretty current, too. They
knew what was in the bill. They knew
what the economic situation was that we
faced. But what did the executive coun-
cil of this organization say?

I quote:

The AFL—CIO has strongly and vigorously
opposed the investment tax credit proposal
as one that would grant a major tax windfall
to corporations without accomplishing its
basic purpose of increasing the efficiency of
American productive capacity.

Yet, we find all the great economists
on the Democratic side today telling us
the great wonders that are going to be
produced. No, the major business or-
ganizations, the major labor organiza-
tions, in effect, say, “It stinks”—and I
join them.

You have not heard much about the
farmers. The farmers have something
to say about this too and we finally find
the National Farmers’ Union and the
American Farm Bureau in agreement.
On the other provision, we found the
NAM and the AFL-CIO in agreement.
Now we even find these two great farm
organizations in bed together. Let me
tell you what they say:

The overwhelming majority of farmers due
to catastrophic low prices do not enjoy the
privilege of contributing income taxes to
their Government.

That is one of the items we also have
in the motion to recommit to strike out.

Then they go on to say:

Also urge your influence to delete provi-
sion giving huge private corporations op-
erating at less than full capacity over $11
billion and private electrical power monopoly
over $100 million in tax subsidies which
would result in the flight of capital overseas
and further aggravate the dollar crisis.

It is signed “James G. Patton, presi-
dent, National Farmers’ Union.”

What about the American Farm Bu-
reau? They have a longer list but they
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point out that they are opposed to this
bill. They say:

Our major objections to this legislation are
(1) to section 2, the credit for investment
in certain depreclable property.

They make the following statement:

Sec. 2. Credit for investment:

‘The proposed investment credit is a selec-
tive form of tax relief—in reality a subsidy.
This is clearly indicated by the fact that the
proposed credit would be allowed as a de-
duction from the amount due as taxes rather
than as an adjustment in the amount of
income subject to tax and the fact that it
would not reduce the basis of capital assets
for depreciation purposes. The result would
be to give some taxpayers a competitive ad-
vantage at the expense of others. Further-
more, the adoption of this special treatment
for some taxpayers would postpone the day
when the present burdensome level of in-
come tax rates can be reduced for all tax-
payers. It would be far better to liberalize
the treatment of depreciation.

Reports indicate that a motion may be
made to recommit the bill with instructions
for the Ways and Means Committee to make
certaln changes, including the addition of
an inventory Investment credit. In our
opinion, the proposal for an inventory credit
is as objectionable as the proposed invest-
ment credit and for approximately the same
reasons,

I would suggest that they in this same
letter take the same position as the
Farmers’ Union, opposed o the with-
holding tax on dividends and interest.
They also make this statement:

Sec. 19. Withholding tax on dividends and
interest:

We are opposed in principle to the applica-
tion of a withholding tax to dividends and
interest.

The problems involved in applying with-
holding to dividends and interest are en-
tirely different from those involved in the
withholding of taxes from wages and salaries.
The application of withholding to dividends
and interest inevitably would lead to con-
fusion and inequity for individual taxpayers,
to say nothing of the greatly increased paper-
work that would be required of concerns
responsible for withholding.

The Republicans do favor acceleration
of depreciation and depreciation reform,
something that business can depend on,
can plan on. Let me point this out, and
I think it is one of the bases for the great
concern that American business has
about the possible adoption of this eredit.
They know it cannot be anything else but
temporary. There was even language
when it was first submitted to us that
indicated that that might have been the
intention of the drafters, and then they
came back and said, “No, we think that
ought to be permanent.” But it can only
be temporary, and everybody knows it.
It is just a loophole. The temporary na-
ture of this provision will be assured as
soon as the taxpayers wake up and find
out who will be getting the windfall re-
sulting from the passage of this credit,
and they are going to be down here in
droves, saying, “Repeal that.” The
businessmen know that they cannot
make any plan to buy a machine that
will be installed 3 years from now on the
basis of this credit, because they cannot
get the credit until 3 years from now
when the plant is in operation, and by
that time the law will probably be re-
pealed. A true depreciation reform
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would be meaningful, and we could live
with it. It would not be just a plain
subsidy. How much will this invest-
ment credit really cost? The staff of
the Joint Committee on Internal Reve-
nue estimated $20 billion by 1972.

Here is their estimate:

EsTIMATED REVENUE Loss UNDER INVESTMENT
CreprT PROVISION OF H.R. 10650 AS AMENDED
BY WAYS AND MEANS COMMITTEE FLOOR
AMENDMENT, 1962-72, ASSUMING AN ANNUAL
INCREASE OF § PERCENT IN INVESTMENT IN
ELIGIBLE ASSETS !

Revenue loss atiributable to investment
credit on assets acquired or constructed in
calendar year

[Millions]

On current revenue loss | Including deferred revenue
basis 2 lpss 3
Calendar year | Revenue | Calendar year | Revenue
loss loss
$L,400 | 1062 .. .. ..... $1, 400
1,470 § 1968 oo __.___ 1, 500
1,540 | 1964 it 1,610
1,620 | 1965 1,730
1,700 | 1966. . 1,810
1,780 | 1967... 1, 900
1,870 | 1963_ 2,000
1,960 | 1960_ . 2,100
2,060 | 1970.. 2,200
2,160 | 1971.. 2,310
2,270 | 1972_.... 2, 430
7,710 | 1962-664_._..___. 8, 040
10,820 | 1062-T24. .. ___. 20, 980

1 This is the level of i d by the 8
of the Treasury in address on Mar, 19, 1962

* Without swance for fact that some of the revenue
savings ari: out of the $25,000 limitation will be lost
in subsequent years through operation of the carry-
forward provision.

3 With allowance for the assumption that 50 percent
of the revenue savings arising out of the $25,000 limita-
uro:-hnn be lost in surt;saﬂqsltennt years through operation
Ot Detall will not necessarlly add 0 totals bocatise of
rounding,

We Republicans urged a 20-percent
increase in the amount of depreciation
that could be taken. We still urge that,
but we are opposed to this so-called de-
preciation reform.

The President said in his press confer-
ence this afternoon that the tax burden
should be spread equally. This handout
does not spread it equally. Let me make
that statement very positively. It is as
inequitable as can be. How he can make
that statement and then say we should
support this particular proposal I can-
not understand. If this proposal cannot
be replaced by true depreciation reform
it should be beaten; and the motion
to recommit will so provide. If it is
stricken out then the committee can
move on—and I am talking about the
Ways and Means Committee—move on
to the consideration of true deprecia-
tion reform.

Now let me talk to the third item that
we object to, and that is the matter of
withholding on dividends and interest.
We are told that this is simple. I state
to you in all sincerity I am absolutely
convinced that this provision is going to
create a nightmare of redtape for those
who have interest income or any divi-
dend income or who have any connec-
tion with the paying of interest and
dividends. It cannot help but do it.
There are 350 million savings and share-
holder accounts in this country, accounts
where the dividend and interest amount
to over $10. I suppose that 's in-
terest will approach $250 but look at all

-
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the accounts below that. They are not
taken into consideration in this $350
million. So you can add hundreds of
millions more. It does not take into ac-
count either the patrons of cooperatives
who have their accounts; it does
not take care of policyholders in insur-
ance companies and payments of inter-
est and additions to policies they hold.
A modest estimate is at least 500 million
accounts that will be subject to filing an
exemption certificate. Some will not file
and then there will be overwithholding
on many of them.

Let me tell you something about this
exemption certificate on which the chair-
man placed so much reliance to the ex-
tent that he has now made it into a fair
proposition.

It is peculiar that the Treasury De-
partment in our executive session when
we were considering this matter said,
“Oh, you cannot do that because that will
make it unworkable.” They said we
might apply it limitedly for a while to
those over 65, but they recognized at that
time that you cannot exempt all of these
people, all of these accounts. You would
make_i an impossible situation for us, they
sai

The committee removed the exemption.
Then they came back and gave it to
everyone. I suppose if we had some
more time, if this bill was not up today,
we would have another session of the
committee and we might even have a
change in the investment credit feature,
because we have had a change there
since we reported the bill out last week.

There is no matehing of any records
of the payer corporation or company
with what the taxpayer’s records show
or what he says as to how much has
been withheld. There is no attempt to
balance them or match them and see
that it is properly enforced. Also, I do
not know where the gentleman gets the
idea that we are going to have a revolu-
tion in the Revenue Service, that if you
apply for a refund you will get it back in
2 or 3 weeks. The American people will
be glad to learn of this miracle that is
coming about. If they have to process
all of these certificates and applications
for refunds we are going to be waiting a
long time to get that done.

There is nothing in this to assure us
that you are going to have any more
accurate reports of dividends or interest
received, there is nothing in here to as-
sure that people will not file for a refund
who are not entitled to it, because there
is no way to determine it. They do not
match them up today.

We say they can be matched today.
That they can match the reports that
are filed by banks and by corporations
with the Internal Revenue Service, and
they can do a better job of enforcement
and use this effort that we made in the
last 2 years fo encourage a better com-
pliance. I am not suggesting, and no-
body on this side suggests, that people
should get by without paying their le-
gitimate tax, but we do say we should not
get our administrative machinery so
overburdened with redtape that we will
make our whole tax system look ridicu-
lous and the voluntary compliance part
of it fall down.
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Mr. Chairman, I wrote people in my
district who communicated with me a
year or so ago when we were working on
this subject. They wrote me they
thought the withholding of dividends
and interest was a bad thing. I wrote
them and said that if a feasible and ad-
ministrative way can be found, and that
is what the committee is working on, to
#rv to find a feasible way to do it, if it
can be found I am going to be for with-
holding, even though it is different than
withholding on wages. But I have had
to come to the conclusion that we have
not come up with it yet and a feasible
way to do it is not in this bill without
creating an undue burden on our people
who have 500 million accounts scattered
all around the country.

‘We therefore propose in our motion to
recommit to strike this section.

Let me talk about the budget and fiscal
effects a minute because that does con-
cern some people. The majority of the
committee went back to cut down the
cost of the bill. There has been a lot of
figure juggling in this whole thing. We
have heard about this bill being in bal-
ance. We heard talk about the other
bill being in balance.

Pirst we had the items in the bill as
reported by the committee. These are
found in your committee report. Then
the majority, as I rtated, got scared that
the deficit would be too big, so they went
back and they added an amendment to
the bill. This amendment will be pre-
sented. But, what will the bill cost now
after this amendment is adopted?

The staff of the Joint Committee on
Internal Revenue Taxation has fur-
nished us with a report. When fully ef-
fective, according to the staff of the
Joint Committee on Internal Revenue
Taxation, this bill is still $295 million a
year out of balance. As far as fiscal
1963 is concerned, this bill is still $1,090
million out of balance. Now, that is the
estimate of the staff of the Joint Com-
mittee on Internal Revenue Taxation,
and I will stand by their estimates much
before I will stand by any Treasury esti-
mates.

I will insert the prepared table at this

Revenue estimates for H.R. 10650

[In millions]
Treasury| Stafl
(=) Fu!llr effective (table 1, p. 5,
Enumte in report......--| —$505 —$775
tiee amendment._ .. +625 +480
foy LT ) A —— +120 ~205
(b) Fiscal 1063 (table 3, p. 6, of
nate in report..... .. —1,4%5 | —1,550
Committee nm%ﬁmem_-‘ 1 -]{-m
Final result. ccevenee- Al —800 | ~—1,000
] M 1063 (wlth adjnsmnt
(©) poé
Esﬂmnmmm Aot =060 |-eeeeneeaa
Committee amendment. .. 850 |ooeeeeae
Final result. . oo -
1 Using full year effect,

Treasury hopes final result for fiscal 1963
will be no loss, for reasons indicated in foot-
note 1 to table 4 in report. [Not printed in
RECORD. ]
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Now, also, contrary to what the chair-
man told you yesterday, these losses are
not taken into account in the budget,
and I would ask you to turn to the
budget of the United States, the small

.one that they put out, and read on page

20 where the President says:

Any net reduction in fiscal 1863 revenues
resulting from the adoption of the invest-
ment credit is expected to be offset by addi-
tional revenue resulting from the enactment
of measures to remove defects and inequities
in the tax structure.

And he goes on with these other items
that were supposed to be in the bill.
This budget does not take into considera-
tion any fiscal effect of this bill presently
before us and, as I just pointed out, you
are still voting for a deficit, a shortage
of receipts, of over $1 billion in 1963 un-
less you get rid of this investment credit.

Now, what will be the effect if the mo-
tion to recommit is adopted? If you
adopt the motion to recommit and strike
out the investment eredit and the sec-
tion on withholding, where are you left
fiscally? According to the staff of the
Joint Committee on Internal Revenue
Taxation, you will have a plus of $500
million. If you use the figures of the
Treasury, it will be $560 million-plus.

I trust, Mr. Chairman, that the motion
o recommit will be adopted and, if it is,
I shall vote for the bill and for the pas-
sage of the bill, but if the motion fo re-
commit is defeated, then the bill should
be defeated and let those who insist on
the $1 billion tax bonanza take the
responsibility.

Mr, MILLS. Mr. Chairman, I ask
unanimous consent that the gentleman
from Ohio [Mr. Vanik] may extend his
remarks at this point in the REcorb.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Arkansas?

There was no objection.

Mr. VANIK. Mr. Chairman, during
the course of the debate on this bill, I
have endeavored to place into the REcorp
my opposition to the investment tax
credit and to the withholding provisions.
The investment tax credit creates a big-
ger loophole than those which the bill
attempts to close. I fear that if this tax
credit is adopted, it would simply serve
to stimulate higher investment credit in
periods of high profits in order to con-
serve tax liability. In periods of reces-
sion and reduced profits there would be
less or no taxable income toward which
the credit would apply. Thus the credit
will serve to increase the severity of eco-
nomic impact. The annual loss to the
Treasury will increase until it reaches
over $26 billion in the next 10 years.

I represent & community where per-
haps less than 10 percent of the residents
own any stock and where the average
bank deposit is under $1,000. In my
judgment the $8 withheld from these
savings accounts would constitute im-
proper withholding and result in the un-
just enrichment by the Federal Govern-
ment. The overwhelming number of
people in my district—whether they re-
port interest income or not—are over-
paying their Federal taxes. They file
short forms. They overlook hundreds
of millions of dollars in allowable deduc=
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tions which would reduce their taxes.
They will be reluctant and overly cau-
tious in signing exemption applications.
Their withheld income will be confiscated
for all practical purposes. They will
develop a bitterness against the entire
income tax system and join in causes to
destroy it.

They are bitter about big loopholes in
our tax laws. Why do we omit discus-
sion of the oil depletion allowances, the
capital gains loophole, the stock option
abuse? Has it become a violation of the
rules of the House to discuss the pro-
priety of reducing the fat oil and gas de-
pletion allowances?

If the motion to recommit removes the
sections on investment credit and with-
holding my objections to this bill have
been substantially met and I must sup-
port such a motion. I cannot permit
partisan considerations to keep me from
doing what I believe should be done.

Mr. MILLS. Mr. Chairman, I ask
unanimous consent that the gentleman
from Oklahoma [Mr. STEED] may extend
his remarks at this point in the Recorb.

The CHATRMAN. Is there objection
to the request of the gentleman from
Arkansas?

There was no objection.

Mr. STEED. Mr. Chairman, those of
us who have a particular interest in the
smaller businesses of this country have
over a long period of time developed
an approach, and almost an instinctive
way of looking at proposed legislation.
Legislation which is described by its
sponsors as being “in the mnational
interest” is frequently in the interest of
only a small portion of the Nation. And,
all too commonly, it is the big business
element of the economy which will bene-
fit from the legislation, either to the
exclusion of or directly contrary to the
interests of the small business
community.

Small business encompasses s0 many
variables that the impact of a particular
piece of legislation is bound to vary, de-
pending upon the competition in the
industry, the point in the chain of pro-
duction or distribution at which the
business is placed, and so forth. So it is
not always easy to gage the effect of a
bill upon small business. But, if we
are to keep alive the small business ele-
ment of our economy, it is absolutely
essenfial that an attempt he made to
analyze every piece of legislation from
this point of view. Unlike big business
interests, the small business community
has neither the resources nor the ex-
perience to make itself heard. So, if
such an examination is not made here—
in the Congress itself—it is likely that
it will not be made at all.

The Revenue Act of 1962—and particu-
larly the investment credit—is no ex-
ception to this general rule. There are
many of us who are in complete accord
with the motivating policy behind the
legislation, It is crystal clear that, in
order to maintain the economic health of
this country, it is necessary to raise our
level of investment in productive equip-
ment. The rate of growth necessary to
continued and expanded national pros-
perity; the attainment of full employ-
ment; the restoration of a bhalance in our
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international payments—all these can be
helped immeasurably by an increase in
investment in more modern and more
efficient equipment. The granting of a
tax credit, based upon the amount of
such investment, is quite obviously a
powerful incentive in this direction.

But, granting that big and powerful
enterprises will benefit from such a tax
credit, the troublesome gquestion which
must linger in the minds of many Con-
gressmen is this: What is in it for small
business? Is this simply another in-
stance of legislation designed to aid big
business, with only an incidental boost
to the small firms which constitute the
vast majority of all American businesses?
Certainly this is a legitimate question,
and one with which we should concern
ourselves today.

The first area of scrutiny is, logically,
the type of purchases which would be
eligible for the credit under the proposed
legislation. It is important to note that
not only machinery or heavy equipment
is eligible, but also cash registers,
counters, refrigeration equipment, and so
forth. Thus, manufacturers are not the
sole beneficiaries of this bill. Small
wholesalers, retailers—small businesses
in every trade and every role—will be
able to benefit.

Further, used assets—which are more
likely to be sought by the small firm than
by its larger competitors—are eligible to
the extent of $50,000 a year. There are
comparatively few small businesses
whose purchases of used equipment, even
under the impetus of a tax incentive,
would exceed that figure. From the
point of view of the small firm, it is par-
ticularly interesting to note a side

- benefit which can be expected to develop.
The credit, by accelerating moderniza-

" tion, should eertainly increase the supply

“and thus reduce the prices of used ma-
chinery and equipment replaced by the
purchase of new assets.

Inventory is not included among the
types of purchases which would be eli-
gible for the credit. The small business-
man does not suffer particularly from
the exclusion; rather, it is the giant re-
tailer, who could use excess funds to in-
crease his invenfory substantially, who
would get a windfall if the legislation
were to include such a provision. A sub-
stitute proposal includes a reduction in
closing inventory. It is apparent that
a one-shot reduction of this nature would
be of dubious value as a lasting and sus-
tained incentive; that the stimulus to
inereases in inventory would be incon-
gruous in a bill designed to encourage

" modernization of productive facilities;
and that it is readily subject to abuse.

Further, from the point of view of the
small businessman, such a provision

" might well be a curse in the guise of a
blessing. BSince reduced closing inven-
tory becomes reduced opening inven-
tories of the following year, the tax hite
is postponed only so long as sales and
purchases remain at a high level. When
a firm is confronted with declining sales
and the need to curtail inventory, how-
ever, the chickens come home to roost;
the tax payable is increased at the worst
possible time.
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As to the choice between a credit and
a form of increased depreciation deduc-
tion, there can be no doubt as to the
superiority of the credit. The credit not
only acts as a substantially more effec-
tive incentive to increased investment;
it also has some distinct advantages
from the point of view of the small firm.
The credit is a direct reduction of tax
liability. It does not affect a firm’s pre-
tax earnings figure, as would increased
depreciation. The small business, which
even in the best of times has difficulty
showing a sufficiently favorable profits
statement to obtain adequate financing,
is taking a real risk by increasing its de-
preciation and thereby impairing its
earnings. The credit, on the other hand,
presents no such problems. Quite the
contrary, it increases cash flow and in-
creases the profitability of new invest-
ment, without affecting pretax earnings.
Further, it leaves the tax basis un-
touched. An increased deduction, of
course, reduces the basis against which
further depreciation may be taken.

This comparison is on the assumption
that the alternative to the credit is a
form of actual increased deduction. The
substitute proposal, however, does not
even do that; it simply shortens by ap-
proximately one-sixth the period of time
during which a taxpayer may take the
very same deductions as are available
under existing law.

The most important distinction be-
tween the two approaches is, of course,
the impact which each has upon the
lower bracket taxpayer. The deduction
for depreciation takes the form of a re-
duction of income, the value of which in
terms of tax saving is much greater for
the high-bracket taxpayer. The credit,
on the other hand, simply takes the form
of a deduction from tax liability.

Thus, a T-percent credit against tax
liability is equivalent to a first-year de-
duction—over and above allowable de-
preciation—of $14 per $100 of eligible
investment for corporations subject to
the b52-percent corporate income-tax
rate. But, for a corporation with tax-
able income of less than $25,000, and
therefore subject only to the 30-percent
normal tax rate, the equivalent deduc-
tion is more than $23. For an unincor-
porated businessman subject only to the
20-percent starting rate for individuals,
the equivalent deduction is $35. For the
small businessman, then, the credit is
clearly the more desirable approach.

Finally, I should like to point out that

" the limitation on the amount of tax lia-

bility which may be eliminated by the
credit is almost irrelevant to the small
business community. The recent reduc-
tion in the limitation, to $25,000 plus 25
percent of the tax in excess of that
amount, actually had the effect of in-
creasing the proportion of the total bene-
fits provided by the legislation which
flows to small business. The new lower
limit will not affect any business whose
expenditures on eligible equipment do not
exceed $357,000 per year. Obviously, no
more than a handful of truly small busi-
nesses would be adversely affected by
such a provision. That this is so is il-
lustrated by the fact that the maximum
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business loan which the Small Business
Administration can make to a small busi-
ness—including the cost of construction,
as well as the purchase of equipment—
has been set by Congress at $350,000.

In short, I have been measurably reas-
sured by my scrutiny of the bill. It is
not a windfall to big business. It does
not simply scratch the back of the fat
cats. It is not designed primarily as a
boon to large enterprises which would
be making such expenditures even in the
absence of the legislation. It is a signifi-
cant contribution toward the strength-
ening of our economy. And it does ade-
quately provide for the interests of small
business 4

I am for it.

Mr. MILLS. Mr. Chairman, I ask
unanimous consent that the gentleman
from South Carolina [Mr. HEmpHILL]
may extend his remarks at this point
in the REcorD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Arkansas?

There was no objection.

Mr. HEMPHILL. Mr. Chairman, on
yesterday, I voted against the previous
question and against the rule allowing
debate on this bill. I wanted the Ways
and Means Committee to take this bill
back and rewrite it. I know they were
crying this was the best they could do,
but I was of the opinion they could do
better. T also voted against the rule be-
cause I wanted to have open and free
debate. I did not believe it when they
said it would take a week to study out
this legislation and debate it out and

-that the House could not work its will.
-I would not have cared if it had taken a

month.

I do not like the withholding feature
in particular. I am happy they elimi-
nated any withholding of people not
liable for tax and under 18 as I was much
concerned that the savings of old and
young people would be greatly affected.

We of the textile area are most happy
that the President of the United States
has seen fit to try to help the textile
people. The period of starvation has
been a long one and the previous ad-
ministration exhibited the worse sort of
hypocrisy in dealing with the textile in-
dustry. I think they wanted the textile
money and the textile support, but did
not want to be of any real help, and
they were not.

This new incentive plan should be a
great help in retooling and expanding
the textile industry so necessary to our
part of the country. New industry
means new jobs, steady employment,
consumer market and 1,000 other things
beneficial to our people. Along with a
few others here of the affected textile
areas, I have often voiced my concern
over the plight of the textile industry
in the future.

President Kennedy is the first Presi-
dent I have served under who ever of-
fered any real sympathy or took any
partial action. For this reason, I en-
dorse that particular feature of the leg-
islation,

I am well aware of the fact that the
tax treatment with reference to foreign




1962

properties and investments will be
changed, Certainly the American in-
vestor and the American industrialist
needs to have something done to protect
the export of American capital, Ameri-
can manufacturing and American jobs.
Why should the American manufacturer
or investor be penalized because of do-
mestic investments? It does not make
sense.

I am happy that the original plan of
the tax treatment of the saving and loan
institutions was changed. The initial
approach was too harsh, and, along with
others, I contacted members of the Ways
and Means Committee hoping to lessen
the harshness of the treatment. I am
happy that the Ways and Means Com-
mittee did lessen the harshness, and I
salute the distinguished Congressman
from New York, Hon. EvceNE KrocH, for
his unfailing efforts to help the thrift in-
stitutions.

Again, I say I do not like the with-
holding, but I do not want to work an
injustice on all of us who, salaried, have
to pay withholding.

Mr. MILIS. Mr. Chairman, I yield
myself 10 minutes.

Mr. ALBERT. Mr. Chairman, will the
distinguished gentleman yield?

Mr. MILLS. Gladly.

Mr. ALBERT. Mr. Chairman, as the
debate on this important matter draws
to a close, I think it would be in order
for me to say that I believe I express the
feeling of all the Members of the House
on both sides of the aisle when I say that
the management of this bill by the dis-
tinguished gentleman from Arkansas,
[Mr. MimLs] has given us legislative
leadership of the highest order. Those
who have listened to the debate on this
bill, as I have, will also agree with me,
I am sure, when I say that this debate
has been in the finest traditions of the
House of Representatives. The Commit-
tee on Ways and Means has done a tre-
mendous job with a difficult subject over
a long period of time and has brought
this bill to the House for our considera-
tion. Ihad hoped that the distinguished
minority leader of the House, the gentle-
man from Indiana [Mr. Haireckl, for
whom I have great personal affection
and the highest regard, would have found
it possible to support this bill.

I am sorry that this bill has taken,
as it did on the motion on the previous
question on the resolution that made the
rule in order, a partisan direction. I
had hoped that this bill could be sup-
ported as we supported the Manpower
Retraining Act a few days ago in a
bipartisan spirit. But, Mr. Chairman,
I am prepared to say that if we must
pass this bill by Democratic votes, we
are prepared to take the responsibility.
We believe this bill is good for America
and that whatever is good for America is
good for either political party.

Mr. Chairman, those who have said
that we should strike out the invest-
ment credit provision, which stands out
in bold letters in the title of this bill,
remind me, if the distinguished gentle-
man from Arkansas will yield further for
that purpose, of the old Arkansas story
of a man who was cleaning a. White
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River catfish and when it started squirm-
ing he said, “Hold still, fish, all I am
going to do is to try to gut you.”

Mr. Chairman, it seems to me that the
presentation which the gentleman from
Arkansas has made, and others on his
committee, has made it clear that this
is the heart and the soul of the measure.

I am not one, Mr. Chairman, who be-
lieves that the treatment we give to one
taxpayer should not be applicable also to
another. I see no reason why we should
treat the man who works for wages dif-
ferently from the person who receives his
incomes from dividends or interest.
Above all, I do not for my part desire to
vote to permit a large group of taxpay-
ers to continue to evade the payment of
their taxes.

Mr. Chairman, if the gentleman will
yield further, I would like to take this
opportunity, since it has been referred
to, and because I think it states the po-
sition of those of us who are supporting
this bill, to read the statement of the
President of the United States on this
bill at his weekly press conference this
morning, and Iread:

I want to take this opportunity to stress
again the importance of the tax bill now be-
fore the House of Representatives. An at-
tempt is being made in that House to de-
feat this bill by sending it back to commit-
tee, and if 1t is killed, we will have lost a
most valuable opportunity to find jobs for
the college and high school graduates who
will be seeking those jobs in June-of this
year. We will lose our best hope of mod-
ernizing our machinery and our equipment,
and giving our industry an inducement to
step up their investment so that they can
compete on more equal terms with forelgn
investors and producers.

We will be abandoning an effort to close
those foreign tax havens that drain our jobs
and dollars away from our shores, and we
will be permitting $630 million a year in
taxes due from stockholders and bondhold-
ers to go wuncollected, even though these
taxes are on the books. Even though one-
third of these people are paying thelr taxes
in good faith, yet because of the difficulty
of collecting them, nearly $630 million due to
the Treasury does not come in each year,
which means that those wage earners, the
small business men and others who have
their taxes withheld from their salaries and
their paychecks must pay more.

We need this bill, finally, to help close off
our loss of gold in our balance of payments.
To make that less, we must modernize our
equipment and our businesses so that they
can compete, and we must close the loop-
holes which permit and encourage industry
to invest overseas. I hope that every Mem-
ber of the House of Representatives who be-
lieves in spreading the tax burdens fairly,
who wants to improve our balance-of-pay-
ments position, who wants this country to
grow with new equipment and new jobs, will
support this bill as the best means of
achieving these goals today. And I find great
difficulty in understanding the position of
any political party which makes it a matter
of party objective to defeat this bill at this
most important time.

the gentleman yield to me for a brief
observation?

Mr. MILLS. I am glad to yield to the
gentleman from Indiana.

Mr. HALLECK. Mr. Chairman, I lis-
tened with attention to what I under-
stand are words from the President of
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the United States. As I understood it,
he said that an attempt will be made to
send the bill back to the committee, to
kill it. I am sure the gentleman from
Arkansas will understand that a motion
to recommit with instructions directs the
committee to report back forthwith with
whatever instructions the motion to re-
commit contains. Then we vote on that
as an amendment to the bill, back in the
House, and then we go on to pass the bill
or defeat it, whatever may be the case.

Mr. MILLS. The gentleman from In-
diana has properly stated the situation,
as I understand it; and that is why I
wanted to take just a few minutes to
point out why I thought my friend from
Indiana [Mr. HarrEck] and those who
intended to vote for a motion to recom-
mit were making a mistake.

Mr. Chairman, I have nothing but the
greatest respect, admiration, and affec-
tion for every Member of this House re-
gardless of his political party. I know
that when a majority of the membership
of this House becomes informed and ad-
vised with respect to a matter, almost
without exception that majority will do
the right thing.

Mr. Chairman, there is no argument
on the part of our Democratic colleagues
or Republican colleagues on the Commit-
tee on Ways and Means about the re-
quirements of the future for providing
improved ways for business to recoup
out of profits before taxes the invest-
ments that they make in the operation
of the business and the creation of jobs.
There is an argument about whether or
not we should provide any of that re-
coupment through an investment credit.
There is an argument about whether we
should adopt this provision, and it is
referred to as a gimmick. I said on yes-
terday, Mr. Chairman, that I originally
had as much question about this propo-
sition as anybody in the Congress ever
had. I went into it, as did my Demo-
cratic colleagues on the Committee on
Ways and Means. Of their own free vo-
lition, after having studied the matter
fully, they concluded that it was in the
national interest. It is in the national
interest. And Mr. Chairman, during
consideration of this matter by the com-
mittee as originally proposed with the
help of the Republican members of the
committee, we approved the investment
credit provision by making it nondis-
criminatory, by providing a flat rate, and
by making it apply to those who are
small as well as to those who operate the
larger businesses. We made it applicable
to the operations of the dairy farmer in
Wisconsin as well as to the cotton farm-
er in Arkansas. :

Mr. Chairman, I feel as confident
about this point as I have ever felt about
anything that this is a step in the right
direction to help business to gain mo-
mentum in the creation of jobs.

Now let us see what my friend, the
gentleman from Wisconsin, says and let
us see what his position is, and I have
great respect for him., The gentleman
from Wisconsin bemoans the fact that
the committee has seen fit to go into the
operations of foreign corporations owned
by Americans and to tax certain
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profits of their businesses by saying they
cannot be deferred from the American
tax. I have some sympathy with that
point of view. But then what does he
say? He says, “I am perfectly willing
for these American-owned profits
abroad to be deferred from the Ameri-
can tax, but I ask the membership of
this House to deny an American busi-
ness operating here . at home, which is
trying to create more profits and more
employment—deny that business even a
T-percent investment credit.”

Now I am interested in the operation
of American-owned businesses abroad
as well as he is, in seeing that they can
operate, but I am also interested in the
operation of businesses here in the
United States that I know will be helped
as the result of this section of the bill
dealing with the investment credit.

He suggests that we take out of the
bill in his motion to recommit the pro-
vision for withholding of tax on interest
and dividends, and they have offered
every conceivable excuse in the world for
not wanting it. They say it will cause
overwithholding. They say it imposes a
burden upon people who live off interest
and dividends that ought not to be im-
posed upon them. They say it will cause
o lot of paperwork. But what are they
suggesting as an alternative? They are
asking you fo strike this out and let the
Internal Revenue Service collect this
money by making these cross-checks
with their automatic data processing
machines. How much is involved in this
cross-checking? Can the Internal Reve-
nue Service with their machines check a
return without having the information
recorded from a report from somebody
on interest and dividends? Ask your
bankers, ask your building and loan
people and ask your mutual savings
banks which they would prefer. Ask
them whether they prefer to have to
write down the name and address of
everyone to whom they pay interest and
the amount or would they rather do it
through a simple and efficient system of
withholding. The fact of the matter is
that the only way in the world that their
suggestion would work would be to have
every dollar of interest paid by every
one of these institutions reported to the.
Internal Revenue Service; and the In-
ternal Revenue Service as an adjunct of
the Treasury Department has that au-
thority today. Do you want to defeat
this and force the Internal Revenue
Service into that position in order to
collect this $800 million-plus that is now
escaping from taxation? I do not think
a reasonable person would say that that
procedure which will be forced upon
these institutions would be preferable to
the procedure we provide for in the bill.
And then we hear some say, “You are
not going to help these people. They
will have to file this statement every
year that they owe no tax.” Of course,
that is true, but they overlook the fact
that the bill does provide the authority
once this is done and an experience
record is established to permit the See-
retary of the Treasury to dispense with
that requirement for filing of these
statements each year.

But there is one thing, my friends, I
think, are overlooking. What effect does
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this proposal to strike out the withhold-
ing provision have on the payment of
taxes by the American farmer? The
provision on cooperatives in this bill
states that, as to the cooperative when it
allocates to the American farmer who is
a member of that cooperative a part of
the profits from the business that he
is giving to the cooperative, there shall
be a withholding of tax. We have said
in the withholding provision that we do
not think it is fair for this cooperative
to hold his money, requiring him to pay
the tax out of the profits from other in-
come on this income that is being with-
held from him by the cooperative. So
we say the cooperative must give up 20
percent of the amount allocated to its
patrons to cover the first bracket of the
tax of this farmer.

Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gentleman yield?

Mr. MILLS. yield.

Mr. BYRNES of Wisconsin. Can the
gentleman tell us how this cooperative
will handle the exemption certificate?
How are they to tell what is going to be
withheld on other funds?

Mr. MILLS. The -cooperative will
handle the exemption certificates all
right. The gentleman realizes the same
rules apply here that apply to other
payors. But what I am concerned about
is that the gentleman has not provided
in his motion to recommit a motion to
strike out this arrangement on coopera-
tives that will impose upon his farmers
and my farmers the requirement to pay
a tax on money that the cooperative is
withholding out of his pocket and not
giving to him.

This provision in the bill says that the
cooperative must pay 20 percent to the
Government to represent the first
bracket of the tax of that farmer. I
hope, therefore, that those of you who
are concerned about this aspect of the
matter will think twice before you vote
for the motion to recommit.

Mr. Chairman, I hope that the mem-
bership of the House, not on a partisan
basis, will vote down this motion to re-
commit. I hope then that the member-
ship again not on a partisan basis will
send this bill on to the Senate where
hearings have already been scheduled to
begin, I think, on Tuesday of next week,
where adjustments, if necessary, can be
made in it filling the needs and the re-
quirements of the hour as seen by those
in the other body.

Mr, Chairman, I urge the passage of
this bill. I urge the rejection of this
motion to recommit.

The CHAIRMAN. The gentleman
from Arkansas has 10 minutes remain-
ing.

Mr. WHARTON. Mr. Chairman, it is
clear that we have here just another
attempt at revenue revision, rather than
legislation designed to raise necessary
funds for the Federal Government to
operate.

This bill proposes to reduce Federal
income via a T-percent subsidy to in-
dustry on new equipment. On the
other hand, it aims to penalize our busi-
nessmen who have successfully pene-
trated foreign markets. Possibly the
administration feels that this would be
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an even break, but I have serious doubts
on that score.

Next we come to the conftroversial
withholding provision aimed at that
substantial segment of the American
people who have worked and saved
money, investing it in a savings insti-
tution or in dividend paying stocks.
Whether 20 percent of their income is
withheld or they file a sort of paupers’
oath stating their low incomes are not
subject to taxation, they are involved in
bureaucracy, delay, and redtape where
they have never been - before. Mind
you, these are the people who habitually
pay their tax, their funds are right there
on deposit &as security to the Govern-
ment in case they do not, and they know
it. Now, we hear a great deal about
tax loopholes. How about gambling es-
tablishments, racetracks, and sporting
events where it is a well-known fact
that, frequently, no tax whatsoever is
collected on taxable income?

During my 12 years in the House, I
have never received such a volume of
mail unanimously opposed to a single
bill. It comes almost entirely from lit-
tle people who rely upon this income
after a life of toil and savings. Have we
reached a point where the old-fashioned
virtues are fo be penalized by bureaue-
racy, delay, and redtape? Avid sup-
porters of the Kennedy administration
say that they are reluctant to go along
with this measure, and I hope that they
will heed their consciences in preference
to political expediency.

As someone has very aptly put it, the
whole ramshackle structure of Federal
taxes is a fangled growth of imposts
tacked onto the last clear thought on
taxation back in Woodrow Wilson’s time.

No adjustment for tax grievance in
any one sector of American life, no denial
of established tax privilege to any one
sector of American life can correct the
Federal tax system without creating new
injustices.

This withholding proposal clearly
demonstrates that taxes require think-
ing through all over again, and the bill
should be returned to committee.

Mr. SANTANGELO. Mr. Chairman,
I oppose the motion to recommit and
support this tax bill.

Fiscal responsibility requires that we
raise and provide the funds to carry out
the progressive programs of the Ken-
nedy administration. To do otherwise
would be irresponsible.

The motion to recommit seeks to elim-
inate the tax incentive features for our
industry. It would prevent the expan-
sion of their facilities to provide addi-
tional employment and which would
enable them to compete with foreign
industries and earn profits upon which
they could pay taxes. The incentive pro-
gram is a far-reaching and farsighted
program and will promote the rate of
growth of industry in our country so
that it could compare with the rate of
growth in those countries in Europe
which were devastated by the war and
which had to rebuild from the ground
up.
The second feature of the motion to
recommit is to prevent the withhold-
ing of taxes on interest and dividends.
The wage earners of our country pay
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their taxes when their employers with-
hold the tax on their wages. The pro-
fessional man, the businessman and the
nonsalaried workers pay estimated taxes
on the estimated earnings or profits from
their occupation or profession. For the
past several years our Government and
especially the Internal Revenue has en-
gaged in a publicity campaign urging
the American people to pay taxes on the
interest they receive on their savings
accounts and on dividends which they
receive on their investments.

To a certain extent some of our citi-
zens have heeded the call of their Gov-
ernment and have paid their taxes on
their interest and dividends. But, un-
fortunately, a large percentage of Amer-
jcan taxpayers have failed to report their
interest and dividend payments. It has
been reliably estimated that over $4 bil-
lion of interest and dividends have not
been reported. The estimated tax on
this unreported and undisclosed income
would be approximately $824 million.
Another lower estimate is $625 million.
In any event, it is a sizable sum. The
nonpayment of these taxes by the shirk-
ing taxpayers puts a burden upon the
honest citizen who has his taxes taken
from his wages or who pays his esti-
mated tax and who reports truthfully
the interest and dividends he receives.

A vote against this tax bill is a vote
to permit those taxpayers who seek to
cheat the Government to put upon the
honest taxpayers a burden which they
should not sustain.

Safeguards are provided for in this
bill. Children under the age of 18 are
exempt from paying taxes on their in-
terest or dividends because they are not
taxpayers or earn insufficient funds.

Our senior citizens above the age of
65 are also exempt from the provisions
of withholding taxes on interest or divi-
dends.

Those taxpayers between the ages of
18 and 65 who believe that the interest
and dividends are not sufficient for them
to pay taxes may be exempt by filing a
certificate so stating and they will there-
by be exempt from the withholding pro-
visions.

During this year we have approved
measures which would give aid to the
unemployed, and aid to dependent
children. We have increased payments
to the aged of our community and to
the blind and disabled. The cost of such
a program was $140 million. This re-
quires the raising of money in order fo
provide the much needed facilities and
help which we, as a responsible and un-
derstanding and humanitarian govern-
ment, want to provide for our less fortu-
nate people. To vote against this tax
bill while at the same time voting in
favor of the authorization for such pro-
grams is being hypoeritical and dis-
honest.

When we approve a far-reaching pro-
gram, as responsible legislators, we must
raise the funds to provide the money to
implement and carry out the beneficial
programs that we adopt. This measure
is a far-reaching measure. It will carry
out the Kennedy program and will move
our Government forward. If will tax
those American citizens who are living
in Europe and who are exempt on the
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first $35,000 of their income. This bill
reaches out and equalizes the competitive
conditions between different types of
banks and insurance companies. It will
permit us to provide for the defense of
our country and to continue the pro-
grams in oufer space and to develop
heroes like John Glenn.

Without the funds to carry on this
research, we cannot compete with a
totalitarian monolithic government like
Russia. To oppose this measure would
be to grant to the communistic countries
an advantage over our democracy. On
balance this is a very important measure
and as a responsible American citizen
and as a person who helieves we must
implement the social programs espoused
by the Democratic Party, I must vote
for this tax measure.

I trust that the motion to recommit
will be defeated and that this measure
will pass.

Mr. O'HARA of Illinois. Mr. Chair-
man, I am supporting H.R. 10650 because
I believe firmly that a tax bill must be
balanced and that the best guide for the
action of the House is the recommenda-
tion of a majority of the members of the
Ways and Means Committee, who wrestle
for days and weeks with the complex and
technical problems of taxation. The
Honorable TaHomas J. O'Brien is the
Chicago member of that distinguished
committee. No man is held in higher
esteem by the Members of this body and
none has a richer background in ex-
perience.

Taxes never are popular with those
upon whom they are imposed, and yet
no American would wish our Govern-
ment, our way of life, our economy, and
our security to fall apart because of lack
of revenues. I suppose no tax bill is en-
tirely pleasing to everyone. If tax bills
were not brought to the House in blanket
form, and Members who had not had the
benefit of the lengthy hearings and
studies of the Ways and Means Commit-
tee were permitted to vote on each item
according to their individual whims or
interests, we could expect legislative
chaos and surely would end up with a
barren Treasury. No matter what ad-
ministration is in power, Democratic or
Republican, I feel that a sense of fiscal
responsibility compels my support of a
blanket tax bill reported by the Ways
and Means Committee, even though
there may be items on which I would be
in disagreement, as doubtless is the case
with members of the Ways and Means
Committee. After all, in the final anal-
ysis good legislation is the child of com-
promise.

I commend the great Ways and Means
Committee on the manner in which in
the present bill it has worked out dif-
ferences in the spirit of compromise. I
was troubled by the many letters I had
received from aged persons, subsisting on
small returns in interest and dividends,
and who could ill afford to have with-
holdings even for a brief time of the
money they needed for livelihood. That
the Ways and Means Committee worked
out in a sympathetic commonsense man-
ner by providing that there would be no
withholding when one notified the Gov-
ernment in writing that his total tax-
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able income would not subject him to an
income tax. Fair and simple, the hill
assures the Government getting the tax
from those who should pay, gives
complete immunity of withholding to
those who have no tax liability.

In the last Congress I have supported
the bill introduced by the very able gen-
tleman from Louisiana [Mr. Bogesl, as
regards taxation of American industries
with foreign operations. The approach
in HR. 10650 is different and this is in
an area where there may be honest dif-
ferences of opinion, largely stemming
from the fact that there is scant historie
background and shifting conditions in a
changing world give confusion to the
making of charts. The gentleman from
Louisiana is supporting H.R. 10650—in-
deed his speech this afternoon ranks
with the great orations in the history
of this Chamber—and this is proof con-
clusive that he accepts the provision in
the present bill, subject to revision later
if circumstances and developments would
seem to demand.

Mr. Chairman, while supporting H.R.
10650 as necessary tax legislation if our
Government is to have the funds for sur-
vival, and every legitimate source of tax
income is tapped according to its ability
and its responsibility, I think it only
fair that I should include in my remarks
some excerpts from a letter I received
today from Lajos Schmidt, distinguished
Chicago lawyer and member of one of
the Nation’s largest law firms specializing
in international law. Mr, Schmidt writes
me from London:

In writing this letter from London I want
you to know the feeling of the American
business community abroad, as well as the
feeling of leading foreign businessmen, on
the effect of H.R. 10650. * * *

Leading foreign businessmen have in fact
stated that this legislation would seriously
hamper the competitiveness of American
companies abroad. As you know, it is in-
creasingly difficult to export finished mer-
chandise from the United States because of
the extremely high cost of American labor.
As a defense, the ingenuity of American
businessmen discovered the possibility of ex-
porting parts and components from the
United States and transforming same into
finished goods abroad. Through this de-
vice hundreds of thousands of new jobs were
created in the United States. In fact, it is
my opinion that our export volume has in-
creased from year to year partly due to the
extremely substantial production of parts
and spare parts exported from the United
States to controlled foreign subsidiaries. In
order to stay competitive in the foreign
markets—notwithstanding the handicap of
expensive labor—American companies pro-
vided sales and service support for their do-
mestic and foreign manufacturing companies
through so-called base companies which de-
rived a part of the profit and provided the
forelgn manufacturing and assembly plants
with fixed and working capital.

The new legislation will eliminate the
most useful activities of the so-called base
companies. The result will be either that
these forelgn companies will not be able to
expand, and thus utilize an increased num-
ber of American parts and components and
production parts and the multimillion dol-
lars worth of capital assets, or that the U.S.
parent companies must contribute invest-
ment funds to these foreign enterprises in
order to keep them competitive. In both
instances the results are disastrous. In the
first instance. American job opportunities
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will be lost and our balance of payments
will deteriorate through a diminishing
amount of export from the United States.
In the second instance, capital, which other-
wise would have been used for investment
purposes in the United States, would flow
abroad which would finally result in a
decreased Investment and productivity in
the United States Itself.

Your friends like Congressman Boces and
others who explored all the ins and outs of
this question reached the conclusion that
H.R. 5 would have helped American foreign
business and the American economy in gen-
eral. As you stated, in your opinion Con-

an Bogees is one of the ablest Mem-
bers of the House.

Mr. ALGER. Mr. Chairman, too lit-
tle attention in this debate, it seems to
me, has been given to the comparative
consideration of this tax bill and the
Trade Expansion Act of 1962, both meas-
ures coming before the Ways and Means
Committee. Interestingly enough, both
give evidence to the attempt being made
by both the administration and Demo-
cratic congressional leaders to lessen the
competitive position economically of the
United States in the world today. Three
general and related statements can be
made about the provisions of these bills,
even before any attempt is made to won-
der why this is being done. First, both
bills lessen U.S. industry’s ability to com-
pete in the world market. Second, both
bills increase Government's control over
industry and in so doing threaten to
destroy private enterprise, replacing our
private ingenuity and incentive with
Government-controlled industry. The
answer to socialism, communism’s chal-
lenge of Government-controlled indus-
try, is not to shackle our own with
similar confrols. On the contrary, we
should free up our industry in both tax
and trade to place our Nation in a better
position economically to compete for the
world’s market, as freemen and private
enterprise.

Freedom and private enterprise can
run circles around men who work for
Government in Government-controlled
industries.

Let us look at both the tax and trade
bills. The minority report, the Repub-
lican separate views, states the case well,
on the tax effect of U.S. foreign con-
trolled corporations—pages 21-27 of the
report. These points are made:

First. Congress cannot constitution-
ally tax shareholders on the undisturbed
income of foreign corporations, except in
case of evasion. Until the court decides
this after costly litization we will not
know if this tax is even constitutional.

Second. This tax bill reverses a long-
standing U.S. policy of encouraging ex-
pansion of U.S. industry abroad. Trade
not aid was part of this theme.

Third. Tax deferral abroad was con-
sidered so important last year by the
Democrats that HR. 5 was sponsored
with this statement in the report of their
position:

The postponement of American tax as long
as the funds are used in foreign operations
is necessary to place the U.S. corporations
operating abroad on a competitive basis with
other corporations, either United States or
foreign owned, which Operate in the same
foreign countries.

Today’s tax bill completely reverses
this policy of last year and many years

CONGRESSIONAL RECORD — HOUSE

in the past, placing our U.S. corpora-
tions at a disadvantage by now increas-
ing their tax burden.

Fourth. Foreign investment of U.S. in-
dustry that accumulates abroad in the
long run helps, not hurts, the balance-of-
payments problem because a dollar in-
vested abroad increases exports from the
United States and produces dividends to
the American investor which ultimately
exceed the dollar invested. This bill
now contradicts this undisputed logic.

Fifth. Any attempt to keep American
business at home through the tax laws is
isolationism at its worst. The tax laws
would then become the equivalent of a
diseriminatory tariff or duty, applicable
only to the American-owned business op-
erating overseas but not to its foreign-
owned competitor.

Sixth. Until there is free trade with
others, nations lowering tariffs to meet
ours, Congress should not penalize the
American businessman further for going
abroad in order to seek and make a place
in that market.

Seventh. American corporations must
compete with foreign owned. If the
American firm cannot invest equally
abroad with his competitors, foreign
capital will take its place. Then income
flowing back to the United States will
be less.

Eighth. The other 14 major industrial
nations do not tax undistributed earn-
ings as we are here seeking to do. On
the contrary many adopt tax incentives
to encourage investment abroad.

Ninth. Liberalized depreciation, not
investment credit, as here proposed is
the area too where foreign nations can
outcompete the United States. In the
first 5 years, while U.S. industry can
depreciate less than 50 percent of the
cost of equipment Japan can write off
100 percent, Germany 67 percent, and
others can do likewise.

Tenth. The use of so-called tax havens
by an American-owned foreign company
actually produces more tax revenue for
the United States when funds are
repatriated.

Eleventh. The tax bill is likely to cause
foreign nations to increase their tax of
U.S. industry there to soak up the dif-
ferential in tax which would otherwise
go to the United States. This too will
serve to drive American business out of
the European market.

Twelfth. The tax on U.S.-controlled
foreign ecorporations violates our tax
treaties with other nations. For one,
the U.S. membership of the Organization
for Economic Cooperation and Develop-
ment—OECD—permits the United States
taxing American shareholders only on
those profits which are distributed by the
company. This bill violates our agree-
ments with Sweden, the United King-
dom, Germany, France, Netherlands,
Denmark, Norway, Switzerland, Austria,
Italy, Belgium, Greece, Ireland, and
Canada.

Boil these statements down—they say
one thing. American firms are in for
tougher times in trying to compete in the
world market.

Now let us look at the Trade Expan-
sion Act of 1862. The President is given
carte blanche authority to cut tariffs 50
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percent on broad categories of products
and remove all tariffs that are lower than
5 percent. What is and what will be
American industry’s position in world
matrket? Will it be easier to compete or
not?

First of all, U.S. tariffs are now among
the lowest in the world. Others in re-
ciprocal trade agreements do not match
ours.

On the contrary they impose, in vio-
lation of GATT agreements, quotas,
licenses, embargoes, cartels, registra-
tions, levies, and subsidies and many
other restrictive controls, more restric-
tive than are tariffs as a control of the
free flow of trade. American industries
are already hurt not because of ability
to compete but because other nations un-
fairly keep up trade barriers. So what
will lowering our tariffs accomplish?
Further harm fo U.S. industry, less abil-
ity to compete. The Trade Act of 1962
asks the Congress to abandon, first, the
no-injury policy; second, item-by-item
consideration of products in trade; third,
the peril point and escape clause pro-
tection; fourth, Tariff Commission find-
ings. In place of this the shift of power
goes to the President or to whomever he
delegates to single out industries and
products for devastating foreign com-
petition by lowering our tariffs while
others keep up their tariffs and other
confrols. Then the President, or whom-
ever he delegates, can single out or deny
any industry harmed for Federal aid in
loans, guarantees, and advisory help as
well as monetary assistance to that in-
dustry’s workers who are displaced by
foreign imports; fifth, any court review;
sixth, congressional jurisdiction.

Now put the two bills together. What
do we have? We have a tremendous in-
crease of governmental control over in-
dustry and the transfer of tremendous
power to the President by Congress over
US. industry, dictatorial in scope,
beyond recall or repair in damage. Of
course, political friends or foes can be
properly rewarded or punished. Beyond
dictatorial power we see, second, U.S. in-
dustry cannot compete with other na-
tions if our creative genius and private
initiative is destroyed by bureaucratic
governmental control through tax and
tariff. Destroyed it will be through reg-
ulation by tax and tariff as these bills
spell out. Well might we pause to ask
ourselves, what is our national purpose?
Who is behind this scheme? Why do
the President and the Democratic lead-
ers of Congress insist on these two pieces
of bad legislation? Our only hope lies
in the commonsense and intelligence of
our people to see the danger and deny
this power and governmental control
over our private enterprise and personal
freedoms.

Mr. PELLY. Mr, Chairman, several
days ago, on March 19, I introduced leg-
islation, H.R. 10809, to amend the Ex-
port Control Act of 1949, to extend such
act for 2 additional years and to re-
quire a prohibition thereunder of all
exports of agricultural commodities to
Communist countries.

H.R. 10809 would not only extend the
Export Control Act of 1949 for 2 ad-
ditional years, but it would bring Public
Law 480 as administered under the Ex-
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port Control Act into line with the for-
eign aid law, Public Law 87-197, thus
eliminating the inconsistency in our
foreign policy with respect to these ex-
ports.

I explored this matter in some detail
in my remarks incident to the introduc-
tion of the bill. As a result, my office
has been the recipient of a large volume
of mail from hundreds of people almost
100 percent in support of the legisla-
tion.

One letter which I received a day or
two ago is from a young lady, an anti-
Communist student of Taiwan, present-
ly residing here in Washington, D.C.
Included with her letter was an English
translation of an editorial which ap-
peared in the Central Daily News, Tai-
pei, Free China, under date of March 20,
1962. I am informed that the Central
Daily News is regarded as the most in-
fluential and esteemed newspaper in
free China. Inasmuch as these edi-
torial comments are on the subject of
food to Red China, I believe it is partic-
ularly appropriate to include the text
of the ediforial comments in the Con-
GRESSIONAL RECORD, as an additional ar-
gument for the passage of H.R. 10809:
FAMINE RELIEF VERSUS SUPPLY TO THE ENEMY

Following Pearl 8. Buck's letter to the edi-
tor of the Washington Post, advocating sale
of U.8. surplus food to Communist China, it
is reported that two American trade corpora-
tions are applying export licenses from the
U.B. Government for shipment of food grains
to the Reds. As humanitarian reasons are
widely used in this matter, we wish to call
attention to the difference between famine
relief and supply to the enemy from a hu-
manitarian point of view. Without a clear
understanding of this important point, any
famine relief can only strengthen the vicious
force on the mainland and good intention
may well produce bitter results. That is a
very dangerous game.

We, the free Chinese, are, as always, very
much concerned about our brethren on the
mainland who are living in misery under the
cruel rule of international communism. We
have repeatedly endeavored to work out some
sort of arrangement to relieve the famine on
the mainland. We had made appeals to in-
ternational charity organizations with a view
to contacting the Chinese Communists indi-
rectly, in the hope that some ports at the
mainland coast might eventually be opened,
80 that food could be brought into the main-
land and be distributed to the starving peo-
ple. However, the cold-blooded Communists,
without the slightest regard to the welfare
of the people, relentlessly rejected our offer.

The Chinese Communists have not been
inactive on this matter. They began to buy
food from the free world since the beginning
of last year. They bought 28 million bushels
of wheat and 12 million bushels of barley in
their first transaction with Canada, and
2,200,000 bushels of wheat in the second, and
186,700,000 bushels of wheat and 46,700,000
bushels of barley in the third. Of those
transactions, as we had closely watched, not
even a single word had been mentioned in
their broadcasts, newspapers, magazines, and
official publications by the Communists. On
February 28 this year, Prime Minister Deifen-
baker of Canada announced that shipments
of grains sold to Red China started from last
June. However, among thousands of thou-
sands of letters we received from our rela-
tives on the mainland, none of them indi-
cated any knowledge of such grains, and
among thousands of thousands of people who
escaped recently from the mainland, none of
them ever ate such wheat or barley.
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Then where have those grains been? They
were disposed of by the Communist leaders.
Some of them were used to feed the soldiers
who are guarding the regime, some went to
other Communist countries, such as Albania,
to uphold Red China's international prestige
in the Communist world. While large quan-
tity of Canadian grains have been sold to
Red China, yet no people in the street have
eaten or even heard of it. Will the Chinese
Communists treat American grains in a dif-
ferent way and distribute it to the starving
people? Certainly not. The American press
are not unaware of this fact. Papers like the
New York Mirror and the New York Daily
News have already pointed out editorially
that sale of food to Red China will only re-
inforce the power of the viclous tyranny
which is now in crisis and prolong the suf-
ferings of the mainland people. These are
most significant opinions.

All the facts behind the Bamboo Curtain
indicate that the Red regime is deeply re-
sented by the people. If they know that
the Americans are supplying food to their
Red masters so that the tyrannical regime
might survive, they will certainly feel
disgusted.

Under such circumstances, we may easily
realize that to sell food to the Reds is actu-
ally to strengthen the enemy. The needy
people, however, will have no chance to be
benefited. Only after the recovery of the
Chinese mainland to the free world, the
work of famine relief can be carried out in
the true sense of the word.

We point out the importance of this mat-
ter in the hope that the American people
will not be fooled by few naive persons such
as Pearl S. Buck and that the American
Government will stand firmly opposing any
kind of activities which will help the enemy.

Mr, Chairman, I think about every ar-
gument pro and con has been used in
the debate on H.R. 10650.

As to the investment-tax credit, as far
as I have heard from businessmen who
have studied this proposal, it is a hand-
out available to those who invest in tan-
gible personal property and certain real
property used in business such as blast
furnaces and outdoor machinery.

It is odd that no industrialists or busi-
nessmen who stand to benefit have
pressed for any such a credit. This
benefit would be above the normal 100
percent depreciation on business assets
which is allowed, and I wonder if busi-
ness is not just a little embarrassed or
suspicious to be in the position or on
the receiving end of such a selective tax
credit. Perhaps some persons guess it
is political bait and wonder what even-
tual price they or others will be asked
to pay for it.

According to the chairman of the Ways
and Means Committee, this eredit in-
volves a loss to the Treasury in the form
of tax income of $1.175 million.

I have argued always that the busi-
ness tax is too high, and I would support
a general tax cut as against this special
credit to certain favored taxpayers who
are expanding or installing new facili-
ties.

Actually, the fiscal picture of the coun-
try does not justify any tax reduction.
Instead, we should be voting an increase
in Federal revenue to offset the huge
spending of this administration. We
should be reducing the deficit and not
increasing the national debt.

Here is the story:

On March 27, 1961, the President fore-
cast a $2.1 billion deficit in his budget.
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On May 25, he said this deficit would
be $3.6 billion.

In July, the figure went up again.
This time the President said the deficit
would be $5.3 billion.

On January 18, 1962, he came up with
a new revised red figure of a $7 billion
deficit forecast.

Now, with 5 months to go until the end
of the fiscal year, the estimate is for a
$9.4 billion deficit by June 30, 1962.

Congress has boosted the debt limit to
$300 billion because the Government is
overspending. The President is asking
an $8 billion further increase in the legal
debt limit.

The Treasury has estimated that, by
imposing a withholding of 20 percent of
interest on savings accounts and divi-
dends payable, some of the tax credit
windfall will be made up. I do not doubt
that some revenue will be collected by
this means that otherwise would be lost.
However, I think the redtape and cost
to corporations to achieve this revenue
is unconscionable.

Therefore, I shall vote to recommit this
bill to the committee under the motion
which will be offered and which would
require the committee to report it back
to the House with the tax credit and
withholding sections eliminated.

If the motion to recommit fails, as I
suspect it will, then I shall vote against
the bill on final passage. This is because
in all consecience I cannot vote for legis-
lation which will increase the deficit, not
only next year, but in the years to come.

Mr. DADDARIO. Mr. Chairman,
parts of this tax bill relating to the ques-
tion of withholding on interest and divi-
dend payments have raised a number of
doubts in my mind concerning whether
this system will not create more hardship
than it will ease. While I recognize that
the committee has done much to smooth
this problem, it would seem to me that it
can still interrupt a flow of cash income
to those who earn it, and that such an
interruption can work hardship on many
who need to meet regular payments.

Aside from individuals who may be
hurt, my attention has also been drawn
to a specific problem relating to corpora-
tions. Although corporations subject to
overwithholding also may claim quar-
terly refunds in addition to using a tax
offset, there can be no question that this
bookkeeping may involve a delay in the
receipt and employment of cash income.
When the House considered the Life In-
surance Company Income Tax Act of
1959, it was noted tha: investment in-
come is the principal source of such a
tax. However companies must keep
their funds constantly in productive use
to build up this income, and a delay in
the cash flow such as is proposed here
would actually cause a loss to the Gov-
ernment in taxes by hobbling efforts to
build that income.

I would like to pose a specific problem.
Unfavorable underwriting results have
placed one company in a position where
it is not anticipated that Federal income
tax will be paid over the next several
years. However, withholding from the
income on securities held in this com-
pany’s portfolio would affect this com-
pany’s position severely, as 20 percent of
its dividend income amounts to about
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$800,000 annually, or $200,000 a quarter—
obviously an important factor in its cash
flow during the year. It is not a large
company, and the offset would not meet
its needs. While this company is in a
position in which many other companies
do not find themselves, it raises a ques-
tion of whether such problems have been
considered and whether, in fact, it is an
unnecessary hardship to impose with-
holding of interest directed to institu-
tional holders or corporations where ex-
tensive auditing makes certain that every
cent of taxable income is reported under
existing law. This injustice should be
examined as this bill moves further to-
ward enactment into law.

Mr. ADDABBO, Mr. Chairman, it is
with regret that I must offer opposition
to this bill, H.R. 10650, although it con-
tains several good provisions as to closing
tax loopholes, but the people of my dis-
trict have expressed opposition to this
bill, especially the withholding tax on
savings interest and dividends. I do not
believe that the withholding on interest
and dividends is a fair method of collect-
ing tax because the tax reduces the
amount of earned interest the taxpayer
would have received because of the de-
ductions every 3 months—this takes
from him money on which he would
otherwise be receiving interest.

It is my belief that the American tax-
payer does not seek, in the majority, to
defraud the Government and is agreeable
to paying his fair share. Under the new
system of identification numbers in-
stituted by the Internal Revenue Service,
any tax fraud or failure to report ean
easily be determined.

The tax bill benefits many large con-
cerns which, I believe, if they wish to
expand their operations could do so
under present high profits.

There is nothing in this tax reform
measure which would touch on our
greatest source of additional revenue and
which needs great revision, and that is
the tax credits allowed for oil and min-
eral depletion. This remains at its high
level of 2714 percent. I have introduced
legislation relative to a more equitable
tax plan for said depletion allowances.

If we are to benefit the economy of
this Nation, we must start with the small
taxpayer so that on this foundation can
be built proper safeguards and tax
revision.

Mr. LIPSCOMB. Mr. Chairman, I be-
lieve that the tax bill before the House,
H.R. 10650, is poor legislation in various
vital respects which if enacted could
adversely affect the interest and welfare
of large segments of the public and our
economy,

Certain sections in fhis tax measure
embody needed tax revision and reform
that should help toward achieving an
improved tax structure, but these in my
opinion are far outweighed by the inad-
visable sections of the bill.

It is unfortunate that a tax measure
with controversial and far-reaching tax
provisions such as H.R. 10650 contains
comes before us under a closed rule. The
bill departs drastically from existing tax
philosophy in significant ways and I be-
lieve the membership of the House
should be given a chance to pass on these

CONGRESSIONAL RECORD — HOUSE

aspects of the bill separately. This con-
sideration is not given under the gag
rule.

One of the specific sections of H.R.
10650 with which I am not in agreement
is the provision for withholding of 20
percent of interest and dividend by the
Federal Government. This provision
can very adversely affect large groups
of people who rely on income from in-
terest and dividends for their livelihood.
Many of these are not taxpayers at all
in the sense that they would be owing
these amounts in taxes under the pres-
ent system. I have received much mail
from residents of the district I represent
who advise they will be severely handi-
capped under interest and dividend
withholding.

The withholding of tax could result in
significant overwithholding because of
the fact that many ecitizens could not be
aware of the fact that interest and
dividends had been withheld, many
would not know how much had been
withheld, and many for one reason or
another would fail to elaim refunds due
or would not submit exemption certifi-
cates.

We have heard several times since
H.R. 10650 has been under considera-
tion that this provision would be an ad-
ministrative monstrosity. With that I
thoroughly concur.

Another extremely questionable pro-
vision of the bill is the proposal to pro-
vide a T-percent investment credit on
the purchase of depreciable property.
The very amount of the credit, 7 percent,
appears to have been nervously and hap-
hazardly arrived at after much last-min-
ute scrambling to settle on some figure
which it is thought would help bring
about a so-called balanced tax bill rev-
enuewise, which could be displayed
to the House as good because it is “bal-
anced.” This interest credit gimmick
would amount to an outright subsidy to
certain areas of our business economy
which would be denied to others. In-
dications are that in many cases the
investment credit approach would
amount simply to a tax windfall.

Additionally, an unfortunate aspect of
this provision is that the Congress in
effect forgoes the opportunity to make
really sound and lasting gains toward
achieving economic incentives through
providing adequate depreciation allow-
ances.

In addition to some of its obvious, seri-
ous drawbacks, the investment credit
approach—so appealing apparently to
those intent on shifting ever-increasing
authority over our economy and our
citizens to an all-powerful Central Gov-
ernment—could establish an unfortu-
nate precedent for future tax tampering
and regulation of our economy. What is
to prevent legislation from being re-
quested next year, or the next, raising
or lowering the 7-percent figure? Or re-
vising its application, according to the
goals of Government planners? Before
long the Congress could be confronted
with the proposal that a set fizure for
credits for a specified purpose is far too
rigid and that flexibility is needed to
enable the President to raise or lower
the investment credit rate adequately to
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take care of the needs of the economy.
The investment credit plan opens the
door for just this type of action in the
future, another example of a surrender
to centralized government of authority
delegated by the Constitution to Con-
gress.

Sections of the bill pertaining to tax
on foreign income could seriously inter-
fere with the ability of American firms
to compete in foreign markets and gen-
erally in international commerce. As
has been brought out, the proposal in
the bill for taxing of unrealized foreign
income moves directly opposite to the
1960 foreign investment tax incentive
bill. Despite the many months con-
sumed on tax hearings little opportunity
has been afforded for adequate study of
certain sections of the bill pertaining to
foreign income taxation.

I shall vote for the motion to recom-
mit H.R. 10650 with instructions to delete
these sections of the bill, and in the
event this motion is not accepted by
the House, will vote in opposition to
passage.

Mr. PHILBIN. Mr. Chairman, heavy,
oppressive taxation is without question
reducing our high American standards
of living and discouraging those attri-
butes of initative and incentive that lie
at the very foundation of our great, free
enterprise system.

The pending bill does not presume to
furnish real substantial relief for the
harassed and taxridden American peo-
ple. The burning need of the hour is a
thorough and basic overhauling and gen-
eral revision of an archaic, obsolete, un-
realistic and incompatible tax system
that stems virtually from the horse-and-
buggy days and has little reference or
applicability to the complex, highly in-
dustrialized and mechanized economic
society in which we live.

The bill hardly moves in the direction
of valid, necessary fundamental tax re-
form, although I understand such sweep-
ing legislation, long overdue, will be pro-
posed to the Congress, probably before
the end of the session. This bill is ad-
mittedly piecemeal, comprising vexa-
tious, cumbersome, contradictory and
administratively complicated and com-
plicating provisions.

I will not analyze the bill in its en-
tirety at this time. But I will touch very
briefly upon some of its provisions I deem
to be open to some question as valid,
permanent tax legislation.

First. The application of the withhold-
ing principle to interest and dividends
is bound to be confusing and meddle-
some and it falls seriously short of rev-
enue-producing potentials.

Millions of honest, hard-working, in-
dustrious taxpayers, many banks, cor-
porations and other thrift and savings
institutions would be visited with incon-
venience, expense and delay, in some
cases causing worry and perhaps hard-
ship.

Since many of the people affected are
of the rank and file, who must rely in
many cases upon interest and dividends
for the support of themselves and fam-
ilies, this provision simply adds another
vexation to many others that stem from
current tax procedures.
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There are many people involved who
are already paying their due taxes with
scrupulous regularity and honesty even
as they are heavily burdened by current
taxes. The vexations arising from this
provision cannot be solely justified by
the relatively meager returns they
promise.

Second. Investment tax credits would
be helpful to business, but in my opinion
it would be far more helpful to provide
more realistic depreciation features and
fast writeoffs. This field is extremely
complex and must be approached with
utmost care and most skillful and exact-
ing legislative draftsmanship.

Third. Taxation of foreign income.
This provision strikes me as being in-
consistent and contradictory of present
foreign aid and development programs
as well as proposed trade policies. On
the one hand, Congress passed laws
giving special tax incentives to American
business entrepreneurs operating in for-
eign countries; by this bill, Congress
imposes additional onerous taxes upon
American businessmen doing business
overseas, limits or cancels the tax de-
ferral provisions and makes it impossible
for these concerns without erippling, op-
pressive taxes to utilize profits made
abroad in their domestic operations here
at home.

Thus, one large internationally known
concern employing about 1,000 people
in my district is virtually completely
barred from using its oversea profits
to expand, repair, or otherwise improve
their holdings, property, working equip-
ment, capital, and labor improvement
operations in my district, so vital to the
livelihood of many of my constituents.
This kind of economics and this kind of
taxation is hard for me to comprehend.

There are other objections and short-
comings of the bill I will not enumerate.
Notwithstanding contrary views, it could
result in a deficit budget: it gives hand-
outs and windfalls to a favored few; it
does not provide adequate writeoffs; it
is contradictory in its terms and levies;
it does not give the broad tax relief.the
American people urgently need.

I believe Congress and the committee
should take another careful look at the
tax picture and come forth with a bill
that will relieve our people and business-
men of heavy burdens, strengthen the
economy, spur prosperity, increase jobs
and employment, insure a balanced
budget, and promote prosperity in the
country and help dollar imbalances.

In this way the President’s overall eco-
nomic plan for forward-moving, dy-
namic progress in business, standards of
living, and improved prosperity for all
the people can be substantially encour-
aged and advanced. I hope and urge
that this course may be adopted.

Notwithstanding the fact that I favor
something far more comprehensive and
that I am very much opposed to some
of the specific provisions of the bill, I
am reluctant to vote to block a plan, m-
adequate in some respects as I feel it is,
designed by the President and his ad-
visers and the very able, distinguished
gentleman from Arkansas my {friend,

Mr. Mrrrs, and his fine oommltt.ee with.

the view to checking loopholes, provid
ing substantial business incentives by
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‘way of tax credits, and aiming at a bal-

anced budget and fiscal stability.

These are considerations which, how-
ever untimely some of the specific pro-
visions of the bill may be, must be ecare-
fully weighed.

Moreover, the bill goes to the other
body where we are assured it will be con-
sidered further and perhaps revised in
those particular instances that need re-
vision most, and I hope that this may be
done.

I also urge, as I have done for some
time past now, that the administration
at an early date present its proposals for
general tax revision, because if anything
needs to be done in this country to im-
prove economic health and to relieve
business and the people of serious bur-
dens, it is to make drastic sweeping tax
reforms that will bring our tax system
up to date and eliminate many inequi-
ties and injustices that have crept into
it throughout the years, not only as a
result of basic concepts long since out-
moded, but also because of numerous un-
related and uncoordinated piecemeal
amendments and changes that have been
incorporated into our basic tax laws.

ENACTED ALMOST 50 YEARS AGO

The preservation of the American free
enterprise system must always be in our
minds. Viewing the steady decline in
small business, it is easy to understand
that we must provide more incentives,
as well as more encouragement, for
Americans who are engaged in, or who
would like to be engaged in, business
operations of their own.

Of these encouragements, proper tax
treatment would surely be most effective
if it is wisely and judiciously combined,
according a larger and fairer share of
Government procurement to small busi-
ness, so that it successfully may compete
and survive in the midst of the eyeclonic
changes that are sweeping through our
economic system.

It is not only small business alone that
needs to be helped. Big business must
also receive fair, appropriate tax con-
sideration that will make due allowances
for its financing needs and for plowing
more of its profits into the constructive
channels of expansion and moderniza-
tion and growth that must be enjoyed
by all business—small and big—if our
free enterprise system is to thrive and
grow to meet the demands and needs of
modern life,

Certainly, there can be no more im-
portant aim of a well-conceived tax sys-
tem than that of lightening the burdens
of the people who toil—the workers, the
farmers, the skilled ecraftsmen, the
artists, the white-collar workers, the pro-
fessional classes and all members of the
great masses of our people and middle-
class citizens who have such a great
stake in American prosperity and who
are entitled to enjoy the fruits of their
labors, their skills, their hard work,
their initiative and creative abilities.

It is a formidable challenge, to be sure,
to revise the tax system in ways that
will bring the results we hope for in the
big, complex economic society which is
growing and developing so rapidly. But
I firmly believe that there is in this Con-
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gress the bold, imaginative leadership,
‘knowledge, ability and experience to un-
dertake this great, necessary work to
join with the President, and the execu-
tive agencies of the Federal Government
in preparing and hammering out an
overall, comprehensive tax measure that
‘will raise the huge revenues we need
these days and, at the same time, insure
fairness, equity, justice, and decent con-
sideration for our taxpayers and our
people.

Since we have received assurances that
this task will be undertaken at an early
date, it is my hope that the shortcom-
ings of the present bill may be resolved
and corrected in a broad tax bill that
will be adjusted to the times, to the
problems and to the complexities of mod-
ern life, Nineteen of 21 sections of the
bill are not generally objectionable to
the Members of the House. Under the
parliamentary situation that now ob-
tains adequate corrective action is
fraught with real difficulty. Although I
am not satisfled with some provisions,
under the circumstances I do not desire
to obstruct a measure which we are as-
sured by the President and the commit-
tee is necessary to balance the budget
and make desirable changes in the tax
system. But I hope that general tax
revision will soon be tackled and adopted
in the interest of equity and justice for
the people and the strengthening of the
economic system.

Mr. STRATTON. Mr. Chairman, I
rise in support of the pending legislauon.

Any change in existing tax legislation

is always difficult, as is shown by the fact
that this bill is the first major alteration
to be adopted in our tax laws by the
House in nearly a decade. I support it,
however, for reasons which I feel are
persuasive.
. The chief purpose of the bill—and my
main reason for supporting it—is to
stimulate new job opportunities, espe-
cially in unemployment areas such as we
now have in upstate New York, by mak-
ing it easier for businesses and manu-
facturing concerns to expand and to ac-
quire new, modern machinery. One of
the principal reasons why our section of
the country has suffered so heavily from
foreign import competition is that for-
eign manufacturers have had the benefit
of the most modern, most automated
machinery available, supplied to them in
most cases, incidentally, with the help
of U.S. foreign aid funds, while com-
peting American firms over here are
obliged to keep operating with overaged
and obsolete machinery simply because
under existing tax arrangements they
cannot afford to buy new machinery.

This bill will give U.S. firms a better
break against these foreign firms by al-
lowing them a tax credit or forgiveness
of 7 percent for any sums spent to buy
new equipment, or otherwise to expand
their firms. The more businesses can
expand, the more new jobs there will
be available. Surely we desperately need
some such shot in the arm as this to
stimulate new jobs in upstate New York.
It is my understanding that this pro-
posal has met with wide support from
business groups, who also feel it will
have a beneficial effect in our area.
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Incidentally, this tax credit will also
apply to farmers who purchase new ma-
chinery, or otherwise expand their facili-
ties. Anything we can do to create new
jobs at home and to prevent jobs going
overseas will be of great help to all of
us.
Now, because this much-needed eco-
nomic shot-in-the-arm, by easing some
tax burdens, will result in some loss of
total Government revenue, it is neces-
sary for us to make up for this lost reve-
nue in some other way. Otherwise we
unbalance our budget, run a deficit, and
risk fiscal irresponsibility. The com-
mittee proposes to make up this loss
largely by extending to those whose in-
comes come from dividends or interest
on bank accounts the very same tax
withholding features that have applied
to those whose income is through wages
and salaries ever since the outset of
World War I,

Because withholding does not now ap-
ply to these two special types of income,
we are told that the very staggering sum
of some $600 million in faxes, which
should properly be paid to the Govern-
ment, is lost each year. Thus by extend-
ing this familiar withholding feature to
dividends and interest, therefore, we not
only pick up this sizable sum, already
due to the Government, but we do it
without adding any new tax over and
above what is already legally due and
payable to the U.S. Government,

This much needs to be clear. The
bill does not involve any new tax here,
only a new method of collection.

I am sure all of us must agree that
it is a desirable thing for the Govern-
ment to collect all the taxes that are due
to it fairly and equitably among all
classes of taxpayers.

Of course, many persons who receive
some of their income from dividends
and interest—widows and orphans, for
example—do not have enough income
from this source actually to be taxable.
Obviously it would place an unfair and
unnecessary burden on such persons if
they were to have a portion of this in-
come withheld and then have to wait
until the end of the year to get it back
in a refund.

Therefore, the Committee on Ways
and Means has wisely added several im-
portant features to protect people of this
sort. These, incidentally, have largely
been overlooked in published accounts of
the bill.

First. No one under 18 will have any
tax withheld from dividends or interest.

Second. No one who expects to have no
tax liability at the end of the year will
have any tax withheld at all. All that
will be necessary will be for him to sign
a simple statement to this effect at the
start of the year.

I was also worried that perhaps this
new withholding procedure might im-
pose some unnecessary administrative
burdens on the corporations or banks
required to withhold these taxes. Of
course these concerns already do with-
hold taxes on wages and salaries, and
I am glad the bill before us does con-
tain some further features to ease the
burden on these concerns, so that with
the help of the modern automatic busi-
ness machinery now in general use to-
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day, the implementation of this with-
holding provision should not be unneces-
sarily burdensome, costly, or harmful.

In summary, then, I support the legis-
lation because I am convinced it will
help us compete more effectively with
foreign firms, and will help stop the flow
of jobs out of our State to countries
abroad that we have been witnessing in
recent years. The bill will accomplish
this result without unbalancing our
budget simply by collecting from one
group of taxpayers the taxes they al-
ready owe under present law and it will
collect them by means of the same pro-
cedure we have been applying for years
to wage earners and salaried personnel
without objection or complaint. Surely
this is an eminently fair procedure, it
seems to me, to accomplish so vital and
necessary a result.

Mr. LANE. Mr, Chairman, I strongly
oppose that provision in the Revenue Act
of 1962 which imposes a withholding tax
at a rate of 20 percent on dividends and
interest, and patronage refunds of
marketing or producer cooperatives.

This is one of those devices that ap-
pear to be so reasonable on the surface,
but would, in fact, lead to confusion,
waste, and overtaxation. It would inter-
cept part of the interest due to millions
of small bank depositors, and the divi-
dends due to millions who own a few
shares of stock, under conditions which
would prevent them from ever getting
the refunds to which they are entitled.

Section 8 is deceptive, impractical, and
unfair. Its proponents try to equate
withholding on dividends and interest,
with the successful withholding on wages
and salaries, but ignore the marked dif-
ferences between the two.

As to withholding on wages and sal-
aries there is only one employer-em-
ployee relationship at any one time dur-
ing the taxable year; the employee
claims exemptions to which he is en-
titled; and the rate of withholding takes
into account his normal deductions. In
spite of all these precautions to have the
tax withheld approximate the tax that
is due for the year, the Treasury De-
partment processes more than 40 million
refund claims annually, because of
“overwithholding’ on salaries and wages.

Extension of withholding to interest
and dividends will be taxing “in the
dark,” with none of the safeguards men-
tioned above. The withholding rate of
20 percent provided in this bill is higher
than the average effective tax rate for
most people who receive some income
through interest and dividends.

Early this year, the Commissioner of
Internal Revenue estimated that there
were more than 350 million interest and
dividend accounts which would be af-
fected by withholding if applied only to
payments of $10 or more. When we add
the number of people whose income of
this nature would be less than $10, the
total number of accounts would reach
500 million.

Withholding will result in depriving
many people of their money who will not
owe any tax. There is no procedure un-
der this bill whereby the individual is
advised as to the total amounts, or the
separate amounts, which have been
withheld from payments otherwise due
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him. The Treasury will collect a large
sum to which it has no right. The tax-
payer will have no knowledge of the
facts. And no plan has been proposed
to refund the overwithholding due
him, in the absence of a claim,

The commercial banks have 52 million
separate accounts. In more than 80
percent of them, the interest paid
amounted to less than $12 per quarter.
In almost two-thirds of the accounts, the
interest paid amounted to less than $12
per year. The interest paid on about 32
million of those accounts did not exceed
$62 million in the aggregate. There will
thus be 32 million accounts involving the
withholding of less than 40 cents. Many
of these depositors will not bother to file
either an exemption certificate or a
claim for refund, in order to recover a
tax of less than 40 cents. The cost to
the Government in processing a claim
for 40 cents would in itself make the
withholding impracticable. This is the
ridiculous aspect of the proposed with-
holding tax.

More than 3 million Americans with
low incomes are shareholders in our
corporations. The law exempts $50 in
dividends from tax. That exemption
will be nullified by imposing a with-
holding tax on total dividends of $50 a
yvear and less where there is no tax
liability. Millions of shareholders will
be discouraged by the redtape of filing
refund claims, or in the confusion will
neglect to do so.

The Government will in effect enrich
itself at the expense of small depositors
and shareholders, collecting a tax which
is not due.

If this provision is not stricken from
the Revenue Act of 1962 it will victimize
millions of Americans who practice thrift
in order to supplement their meager in-
comes through interest and dividends.
It will cause them to question the good
faith of their own Government.

The proposed withholding of taxes on
interest and dividends is ill conceived,
unjust, and dangerous,

It must be defeated.

Mr. MILLS. Mr. Chairman, that con-
cludes debate on the measure on this
side.

The CHAIRMAN. All time for debate
having expired, under the rule the bill
is considered as having been read for
amendment.

No amendments to the bill are in order
except amendments offered by direction
of the Committee on Ways and Means.
Are there any committee amendments?

Mr. MILLS. Mr. Chairman, there are
committee amendments. I offer the first
committee amendment.

The Clerk read as follows:

Page 6, line 9, strike out “8” and insert:
wn

Page 6, line 15, strike out “$100,000" and
insert “$25,000”.

Page 6, line 16, strike out “50" and in-
sert “'25".

Page 6, line 17, strike out “$100,000" and
insert “$25,000".

Page 7T, line 15, strike out ‘'$50,000" and
insert “'$12,500".

Page 7, line 15, strike out “$100,000" and
insert “$25,000". ;

Page 7,, line 21, strike out “$100,000" and
insert "'$25,000".
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Page 7, line 24, strike out *“$100,000" and
insert “$25,000".

Page 10, line 4, strike out *50 percent” and
insert “3/7".

Page 11, line 18, strike out “$100,000” and
insert “§25,000".

Page 24, line 6, strike out “$100,000” and
insert “$25,000".

Page 24, line 9, strike out *“$100,000” and
insert “$25,000".

The CHAIRMAN. The question is on
the committee amendment.

The committee amendment was agreed
to.

Mr., MILLS. Mr. Chairman, I offer
another committee amendment.

The Clerk read as follows:

Committee amendment offered by Mr.
Mmis: Page 51, strike out lines 13 through
23, and insert:

“(A) first out of its earnings and profits
accumulated in taxable years beginning after
December 31, 1951, to the extent thereof,

“(B) then out of the reserve for losses on
qualifying real property loans, to the ex-
tent additions to such reserve exceed the
additions which would have been allowed
under subsection (b) (4),

“(C) then out of the supplemental reserve
for losses on loans, to the extent thereof,

“(D) then out of such other accounts as
may be proper.

“This paragraph shall apply in the case of
any distribution in redemption of stock or
in partial or complete liquidation of the
association, except that any such distribu-
tion shall be treated as made first out of the
amount referred to In subparagraph (B),
second out of the amount referred to in sub-
paragraph (C), third out of the amount re-
ferred to in subparagraph (A), and then out
of such other accounts as may be proper.”

Page 52, line 2, strike out *(A)" and in-
sert "{B) b

Page 52, line 3, strike out “(B)" and in-
sert "' (C)".

52, line 11, strike out *“(1) (A)” and
insert *(1) (B)".

Page 52, line 20, Insert quotation marks
after the period.

Page 52, strike out lines 21 to 24, inclu-
sive.

DEFINITION OF “QUALIFIED LOAN"

Page 49, lines 18 to 20, strike out “any loan
of the taxpayer secured by an interest in
improved real property,”, and insert; "any
loan secured by an interest in improved real
property or secured by an interest in real
property which is to be improved out of the
proceeds of the loan,”.

Page 51, line 2, strike out “of the tax-
payer”.

DEFINITION OF "DOMESTIC BUILDING AND LOAN
ASSOCIATION™

Page 56, lines 5 and 6, strike out “the sec-

ond paragraph of”.

Mr. MILLS (interrupting the read-
ing of the committee amendment). Mr,
Chairman, I ask unanimous consent
that the further reading of this amend-
ment be dispensed with. It was printed
in the REecorp yesterday in connection
with my remarks dealing with the sec-
tion on savings and loan associations.

The CHAIRMAN. 1Is there objection
to the request of the gentleman from
Arkansas?

There was no objection.

The CHAIRMAN. The question is on
the committee amendment.

The committee amendment was
agreed to.

Mr. MILLS. Mr. Chairman, I offer
some clerical amendments to correct cer-
tain clerical errors in the bills.
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The Clerk read as follows:
Committee amendment offered by Mr.

MirLs:

Page 42, line 16, strike out “522" and in-
sert “552",
 Page 89, line 13, strike out “(B)” and in-
sert “(B))".

Page 150, line 12, strike out *“954" and
insert “955".

Mr. MILLS. Mr. Chairman, I would
now like to comment briefly on the com-
mittee amendments which have been
offered to the bill.

The series of committee amendments,
in addition to certain clerical amend-
ments, relate to two basic subjects—
the investment credit provision contained
in section 2, and the provisions contained
in section 8 relating to mutual savings
banks, savings and loan associations, and
cooperative banks.

The first group of amendments, those
related to the investment credit, have
the following effect:

First. The amount generally allow-
able as a tax credit is reduced from 8
to T percent of the qualified investment.

Second. The amount available for
most regulated public utilities as a tax
credit is reduced from 4 to 3 percent of
the qualified investment.

Third. The bill as reported limits the
allowance of the tax credit to the full
amount of the tax liability up to $100,-
000 and to 50 percent of the liability in
excess of $100,000. The committee
amendments reduce the amount of tax
liability which may be fully offset by a
tax credit from $100,000 to $25,000. They
also provide that the credit may offset
only 25 percent of the liability above $25,-
000—instead of 50 percent above $100,-
000. The amendments relating to mu-
tual savings banks, savings and loan
associations, and cooperative banks re-
late to three subjects:

First, in the case of stock savings and
loan associations, an amendment is made
which is concerned with the priority of
payments to stockholders of these as-
sociations. Under the bill as reported,
distributions to stockholders are consid-
ered as being made first out of post-1962
reserves for losses on qualifying real
property loans, then out of pre-1963 sup-
plemental reserve for losses on loans.
No taxes have been paid by the associa-
tions on amounts in these reserves, so
taxes must be paid by the association at
the time of the distributions. Only when
these reserves are exhausted are distribu-
tions considered as being made out of
earnings and profits accumulated since
1951 on which taxes have already been
paid by the association. The commit-
tee amendments, in general, reverse the
priority for these distributions to stock-
holders. They are first to be considered
as made out of the tax-paid earnings and
profits accumulated since 1951 and only
when these funds are exhausted will they
be treated as paid out of reserves for
losses on qualifying real property loans,
and after that from the supplemental
reserve for losses. The committee
amendments retain the priority provided
by the bill in the case of distributions
in redemption of stock or in partial or
complete liquidation of the association.

Second, the definition of qualified loans
is expanded to include not only loans
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secured by an interest in improved real
property but also loans secured by an
interest in real property which is to be
improved out of the proceeds of the loan.
This merely carries out the initial intent
of the committee as already is expressed
in the committee report.

Third, the definition of a building and
loan association is broadened to include
those who make loans of the type per-
mitted to be made by a Federal savings
and loan association by any part of the
section 5(c) of the Home Owners Loan
Act and not merely by the second para-
graph of that section 5(c).

Mr. Chairman, under leave to extend
my remarks, I would like to insert at
this point a summary of the bill as it
would be amended by the committee
amendments:

Suvmmary oF H.R. 10660, THE REVENUE ACT
orF 1962 (INcLuDING EFFECT OF COMMITTEE
AMENDMENTS)

Section 1. Short title, etc.: The act is to
be cited as the "Revenue Act of 1062."

Section 2. Investment credit: Under the
committee amendments, an investment
credit against tax liability is provided. It
generally is 7 percent (3 percent in the case
of certain public utilitles) of investments
in new tangible personal and most
other depreciable real property except build-
ings and structural components of build-
ings. No credit is allowed for property
with a useful life of less than 4 years. For
property with a life of 4 to 6 years, one-
third of the investment Is taken into ac-
count; for property of 6 years to 8 years,
two-thirds is taken into account; and for
property with longer lives, the full amount
of the investment is taken into account.
Purchase of used property, up to $50,000
worth, also is eligible for the credit. The
credit may offset tax lability in full up to
$25,000, but above that point the credit
may not reduce tax liabllity by more than
26 percent. Any unusued credit may be
carried over for 5 years and used in those
years to the extent permissible under the
applicable limitation. This provision 1s ef-
fective for taxable years ending after Decem-
ber 31, 1961, but only with respect to prop-
erty acquired or to the extent constructed,
reconstructed or erected after that date.

Sectlon 3. Appearances with respect to
legislation: A deduction is provided for costs
relating to appearances before, presentation
of statements to, or communications sent to
a legislative body, a legislative committee or
individual legislator, if the expenses are
otherwise ordinary and necessary business
expenses. A deduction also is allowed for
the portion of dues pald to an organization
which are used for similar legislative ex-
penses to the extent they are related to the
businesses of its members. In addition, the
communication of information between the
taxpayer and the organization with respect
to legislation is deductible. This provision
does not permit the deduction of expenses
incurred for advertising or for attempts to
influence the general public, or segments of
the public, or for expenses concerned with
political campaigns. This provision applies
to taxable years beginning after December
31, 1962,

Section 4. Entertalnment expenses: De-
ductible expenses for entertainment, amuse-
ment or recreation generally are limited to
those directly related to the active conduct
of a trade or business and in the case of
facilities, a further restriction is imposed to
the effect that the facility must be used pri-
marily for the furtherance of the taxpayer's
trade or business. An exception to this
limitation is provided for business meals
where the surroundings are such as to be
conducive to a business discussion. Eight
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other specific exceptions also are provided. A
second feature of the provision limits the de-
duction for business gifts to 825 per year per
individual recipient. In a third feature of
the provision, rules are set forth providing
that the deduction of entertainment or travel
expenses will be denied unless they are sub-
stantiated as to amount, time and place,
business purpose and business relationship
to the taxpayer of the persons involved.
Fourth, in the case of traveling expenses,
only a reasonable allowance for amounts
spent for meals and lodging is to be deduct-
ible rather than the entire amount so spent.
This provision applies to taxable years end-
ing after June 30, 1962, for periods after that
date.

Section 6. Distributions in kind by a for-
eign corporation: Distributions in kind from
forelgn corporations to domestic corpora-
tions are treated as having a value equal to
the fair market value of the property dis-
tributed (and not the adjusted basis of this
property in the hands of the distributing
corporation where this is lower). This ap-
plies to distributions made after December
31, 1962.

Section 6. Allocation of income in the case
of sales to or from a foreign corporation:
Where goods are purchased or sold by a do-
mestic corporation to a related foreign cor-
poration, the taxable income arising from
these transactions is to be allocated between
the parties on the basis of the location of the
assets used in the operations, the payroll
attributable to them and the related selling
expenses. Other factors may also be taken
into account. This rule is not to apply
where an arm’s length price can be estab-
lished by the taxpayer for the purchases or
sales. Sales commissions of a related cor-
poration are to be treated under similar
rules. This is effective for taxable years be-
ginning after December 31, 1962.

Section 7. Foreign personal holding com-
panies: At present, the entire income of a
foreign personal holding company is taxed
to the U.8. shareholders if 60 percent (50
percent after the first year) or more of its
income is from passive sources (such as in-
terest, royalties, and dividends). The bill
provides that if 20 percent or more of the
income is from these passive sources, then
the passive portion of the income is to be
taxed to the U.S. shareholders and if more
than 80 percent of the income is from these
passive sources, then the entire income is
to be taxed to the U.S. shareholders (to the
extent of their holdings). This applies to
taxable years beginning after December 31,
1962.

Sectlon 8. Mutual savings banks, etc.:
Mutual savings banks, domestic building and
loan assoclations and cooperative banks un-
der present law are allowed to add all of
thelr income to bad debt reserves until re-
serves reach 12 percent of deposits. In lieu
of this, they are to be permitted deductions
for additions to bad debt reserves generally
of up to 60 percent of their taxable income
(before this deduction) or, if larger, an
amount bringing their reserves up to 3 per-
cent of improved real property loans, plus
a reasonable addition for other loans (exist-
ing reserves in excess of this amount are
disregarded) .

Under the committee amendments in the
case of stock savings and loan associations,
distributions to shareholders will be consid-
ered as pald first out of already tax-paid
funds and, only when these are exhausted,
out of reserve funds on which a tax has to be
pald by the assoclation at the time of distri-
bution: Also, under the committee amend-
ments a domestic building and loan associa-
tion is defined as one which is insured under
the National Housing Act or subject to State
or Federal supervision but only if substan-
tially all of its business consists of accept-
ing savings and investing the loans in resi-
dential real property or in loans authorized
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for a Federal savings and loan assoclation
under section 5(c¢) of the Home Owners Loan
Act. In addition, the exemption for Federal
savings and loan associations from the excise
taxes on communications and transportation
of persons is repealed.

Generally, these provisions are effective for
taxable years ending after December 31, 1962,
The excise tax changes, however, are effective
as of June 30, 1962.

Sectlon 9. Distributions by foreign trusts:
Distributions by foreign trusts established
by U.S. grantors (or added to by U.S. trans-
ferors) are to be taxed to any U.S. bene-
ficlaries in substantially the same manner as
if the beneficiaries had received this income
directly in the year earned rather than later
when the distribution is made. However,
the additional tax is payable at the time of
the actual distribution. For those prefer-
ring not to make the calculations required
under this exact method of taxation, an aver-
aging device is provided. This applies to dis-
tributions made in taxable years beginning
after the date of enactment of the bill.

Section 10. Mutual fire and casualty in-
surance companies: Mutual fire and casualty
insurance companies are to be taxed on their
total income less a deduction for additions
to a reserve for protection against losses
equal to one-fourth of their underwriting
gains plus 1 percent of their insurance
claims. After a 5-year interval, the 1 per-
cent set aside with respect to insurance
claims and one-half of the amount attrib-
utable to underwriting gains is brought back
into the taxable income to the extent not
already offset by losses. The remainder, to
the extent not offset by losses, will remain
in the loss reserve but no amount may be
added to this reserve which would bulld it
up to a level of more than 10 percent of
the current year's premiums. Companies
whose total recelpts do not exceed 875,000
are to remain exempt from tax, and com-
panies with total receipts of between $75,000
and $300,000 will be taxed only on their
investment income. For those with gross
receipts above $300,000, a special deduction
of $6,000 is provided which decreases as
gross receipts rise and disappears at a level
of gross receipts of £900,000. Factory mu-
tual companies are to be taxed like stock
companies without the special reserve re-
ferred to above. However, in computing
their underwriting profits they will be per-
mitted to determine their premium income
on the basis of “absorbed” premium deposits
(i.e. In general, excluding the portion of the
deposit returnable to the person insured).
The amount so determined is then increased
by 2 percent. Reclprocal underwriters and
interinsurers are in effect permitted to com-
bine the underwriting income of their cor-
porate attorney in fact with their own for
purposes of offsetting losses but not for the
purposes of computing additions to their
loss reserve. These provislons apply to tax-
?;Jég years beginning after December 31,

Section 11. Domestic corporations receiv-
ing dividends from foreign corporations:
Where a domestic corporation receives a
dividend from a forelgn corporation, the
amount included in its tax base, if it elects
the foreign tax credit, is to be not only the
dividend itself but also the tax paid by the
foreign corporations as well. Also, where a
foreign corporation is eligible for the 85 per-
cent intercorporate dividends received de-
duction with respect to income earned in
the United States, the 15 percent of this
income for which no deduction is allowed is
not to be treated as foreign source income
for purposes of the foreign tax credit. The
subsection of present law making the for-
eign tax credit avallable for royalty income
received from wholly owned subsidiaries in
certain cases is repealed. These amendments
become fully effective for distributions re-
ceived by domestic corporations after De-
cember 31, 1964, In the case of distribu-
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tions received by domestic corporations
before 1965 but in taxable years after Decem-
ber 31, 1962, the new rules are to apply in
the case of distributions made out of profits
of a foreign corporation accumulated in tax-
;x:é; years beginning after December 31,

Section 12. Earned income from sources
outside the United States: Under existing
law individuals who are present in a for-
elgn country or countries for 17 out of 18
months may exclude from their U.S. tax
base up to 820,000 per year of income earned
abroad. If they are bona fide residents of a
foreign country there is no ceiling on this
exclusion. In the case of these bona fide
foreign residents, a celling is to be provided
of $20,000 for the first 8 years they are
abroad and $35,000 thereafter. In addition,
contributions made by employers for em-
ployee benefits under qualified plans with
respect to future employment are to be tax-
able to the employee when he receives these
amounts after retirement. Generally these
provisions are effective with respect to tax-
able years ending after December 31, 1962.

Section 13, Controlled foreign corpora-
tions: In the case of controlled foreign cor-
porations, where more than 650 percent of
the stock is owned by U.B. persons, U.S.
shareholders who own 10 percent of more of
the stock in these corporations are to report
for tax purposes the undistributed earnings
of these corporations to the extent they rep-
resent: (a) income from insuring or reinsur-
ing U.S. risks; (b) income from patents,
copyrights, and exclusive formulas or proc-
esses developed in the United States or ac-
quired here from related persons; (c) pas-
sive types of income; and (d) income from
purchases or sales with related persons
where the goods are produced or grown and
the property is sold for use outside of the
country of incorporation of the foreign cor-
poration involved. In these latter two cases,
the combination of the two types of income
must equal 20 percent of total income be-
fore it is taken into account (and sales in-
come must equal 20 percent of income other
than the passive income to be taken into ac-
count). Where this combined income equals
more than £0 percent of the total, then all
income is attributed to the shareholders.
However, reductions in the income taxed to
shareholders are allowed in these two latter
cases to the extent the income is invested in
active business in less developed countries,
where the corporation in which the invest-
ment, is made is, to the extent of 50 percent
or more, owned by 5 or fewer U.S, persons,
but only if the taxpayer has at least a 10
percent interest.

To the extent the 10 percent U.S. share-
holders are not taxed on the income of the
controlled foreign corporation under the
provisions described above, they are to be
subject to taxation on the undistributed
earnings of the controlled foreign corpora-
tion to the extent these earnings are not in-
vested in substantially the same trade or
business as that in which the taxpayer was
engaged for the prior 6 years (or on Decem-
ber 31, 1962), or invested in less developed
countries in new trades or businesses or in
the controlled subsidiaries, 50 percent or
more of which is held by 5 or fewer U.8. per-
sons. The 50 percent test referred to above
is relaxed where the foreign country prohib-
its ownership by Americans and others of
as much as 50 percent of the stock of a cor-
poration established under their laws,

Undistributed earnings which are taxed to
the U.S. shareholders under any of the above
provisions may be actually distributed to
U.S. shareholders without further payment
of tax. These provisions apply to taxable
years of forelgn corporation beginning after
December 31, 1962, and to taxable years of
U.S. persons falling in such years,

Section 14, Ordinary income on certain
gains from depreciable property: In the case
of personal property and most real estate,
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other than buildings and structural compo-
nents, when such property is sold or ex-
changed at a gain, this gain, to the extent of
depreciation taken for taxable years begin-
ning after December 31, 1961, is to be treated
as ordinary income for tax purposes. In the
case of dispositions of property other than
by sale or exchange this same treatment is
to apply except that the amount of the
presumed gain is to be determined by the
excess of the fair market value of the prop-
erty at the time of its disposition over its
then adjusted basis.

This treatment is to apply in the case of
most dispositions of property whether or not
gain is otherwise recognized. The treatment
described above does not apply, however, in
the case of gifts although in the case of
charitable contributions thd amount of the
charitable contribution deduction which may
be taken is reduced by the amount which
would be treated as ordinary income if this
provision were applicable. Other exceptions
are provided for property transferred by
death, for transfers where no gain is recog-
nized and the basis of the property is carried
over to the transferor, and for transfers in
like kind exchanges and involuntary conver-
sions to the extent no gain is recognized.
In the case of partnerships, distributions to
partners or sales of partnership interests are
taxed to the partners to the extent of the
underlying depreciable property in much the
same way as if the depreciable property had
been sold directly.

The bill also provides that in computing
the basis on which depreciation may be
taken salvage value may be Ignored to an
amount equal to 10 percent of the cost
or other basis of the property. Algo, under
the bill taxpayers are permitted to.elect
after this bill is enacted to change their
method of depreciation with respect to
property coming within the scope of this
provision from any declining balance, or
sum-of-the-years digit method to a straight-
line method.

This provision applies to taxable years be-
ginning after December 31, 1861, and ending
after the date of enactment of this bill.

Section 15. Foreign investment companies:
When stock in foreign investment companies
is sold, the gain realized by the U.S. share-
holders is to be ordinary income to the
extent of the earnings and profits of the cor-
poration accumulated in taxable years be-
ginning after December 31, 1962. In the case
of stock in a foreign investment company
acquired from a decedent, the basis of the
stock is not to be increased at the date of
death to the extent of the amount which
would have been taxed as ordinary income to
the decedent had he sold the stock before
death. A deduction for estate tax attribut-
able to this amount will be allowed, how-
ever, upon subsequent sale of this stock by
the heir or legatee.

The companies and shareholders can avoid
the treatment described above if the com-
panies distribute 90 percent or more of their
taxable income, other than capital gains,
designate in a written notice to the share-
holders each year their ratable share of the
capital gains of the corporation and pro-
vide such other information as the
requires to enforce this provision. The
shareholders, however, must also report as
capltal gains their share of the capital gains
of the corporation, whether the gains are
distributed or not.

These provislons apply with respect to
taxable years beginning after December 31,
1962,

Section 16. Gain from sales or exchanges
of stock in foreign corporations: Where there
is a redemption or liquidation of the stock
of a controlled foreign corporation or where
stock in such a corporation is sold, then any
gain to the extent it represents earnings and
profits of the corporation accumulated
abroad is to be taxed to 10-percent U.S.
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shareholders as ordinary income or as divi-
dends. In the case of the redemptions and
liguidations, the earnings and profits taken
into account are those accumulated since
February 28, 1913, In this case, a foreign
tax credit 1s to be allowed corporate share-
holders for taxes paid to foreign countries.
In the case of sales and other exchanges, the
earnings and profits taken into account with
respect to any shareholder is his share of
profits accumulated during the period in
which he held the stock. In this case, no
foreign tax credit is available. These pro-
visions apply with respect to sales or ex-
changes occurring after the date of enact-
ment of this bill. This applies to sales, etc.,
after the enactment of this bill,

Section 17, Tax treatment of cooperatives
and patrons: Cooperatives are to receilve a
deduction for patronage dividends paid to
their patrons in cash or by allocations If the
patron has the option to redeem the notices
of allocation in cash for a 90-day period
after they are issued or if he consents to
this income being treated as constructively
received by him and then reinvested in the
cooperative. The patron may give his con-
sent individually in writing or the coopera-
tive may through its bylaws require all
members (after notification) to give this
consent, In the case of allocations which
do not qualify, the cooperative will ini-
tially be taxed on this type of patronage
dividends. However, when such a patron-
age dividend is redeemed, the cooperative
will receive a deduction (or refund of tax)
at that time.

Where consent is given, or where the op-
tion to recelve cash was available, the pa-
tron will be required to pay taxes on the
patronage dividends which arise from busi-
ness activity. The patron will also be re-
quired to take into account nonqualifying
patronage dividends when they are re-
deemed (assuming they arise from business
activity).

In addition, all cooperatives (rather than
merely tax-exempt cooperatives as under
present law) are given until 81; months after
the end of the year in which patronage
occurs to allocate amounts to the accounts
of their patrons and in most cases are also
given this same period of time for the filing
of their own income tax returns. These pro-
visions apply to taxable years of cooperatives
beginning after December 31, 1962, and with
respect to amounts received by patrons at-
tributable to years of the cooperatives to
which the new law applies. The new provi-
sions will not, however, apply to future re-
demptions of patronage dividends declared
when the old law was applicable.

Section 18. Inclusion of foreign real prop-
erty in gross estate: Real property located
outside of the United States, in the case
of citizens or residents of the United States,
is to be included in their tax base for pur-
poses of the Federal estate tax imposed at
the time of their death. This provision will
be fully effective for decedents dying on or
after July 1, 1964. For those dying after
the date of enactment of this bill, and be-
fore July 1, 1864, real property located out-
side of the United States will be included
in their gross estate only if acquired on or
after February 1, 1962.

Sectlon 19. Withholding of tax on inter-
est, dividends and patronage dividends:
Withholding at the source is provided for
dividends, most interest and patronage
dividends at a rate of 20 percent. No
receipts are required to be given by the
payers to the taxpayers under this system
and no significant change iz made in the
information returns which presently must
be filed by the payers with the Federal
Government.

No withholding is to oceur in the case of
dividends, savings account interest, or Gov-
ernment series E bond interest if the recipient
files an exemption certificate indicating that
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he is under age 18. These exemption cer-
tificates may also be filed (but on an annual
basis) by those over age 18 with respect to
any year in which they reasonably expect to
have no income tax liability. Claims for
quarterly refunds may also be filed by in-
dividuals where there is expected to be sig-
nificant amounts of overwithholding of their
tax lability. Corporations and tax-exempt
organizations may also file for quarterly re-
funds. In addition, corporations may claim
credits on their dividend or interest pay-
ments for amounts withheld with respect to
dividend or interest payments they receive.
Tax-exempt organizations may also claim
credits with respect to amounts withheld on
the dividend and interest payments they re-
celve against wage and salary withholding
on their employees for income tax and soclal
security tax liability.

Generally these provisions apply in the

case of interest and dividends paid on or
after January 1, 1963.
. Bection 20. Information with respect to
forelgn entitles: A number of changes are
made in the annual information return
which domestic corporations presently are
required to file with respect to their sub-
gidiaries or foreign corporations which they
control. The changes are: this return is to
be filed not only by corporations but by oth-
ers as well which control foreign corpora-
tions; *“control” is defined more broadly by
adding certain constructive ownership rules;
information must be provided not only with
respect to subsidiaries of foreign corpora-
tions but also for other foreign corporations
which are further down the chain of owner-
ship; and additional information may be re-
quired which is similar or related in nature
to that already specified.

Present law also requires U.S. citizens or
residents who are officers or directors of a
foreign corporation within 60 days of its or-
ganization or reorganization and also 5-per-
cent shareholders who have this status within
60 days of the organization or reorganiza-
tion to supply certain information to the
Treasury Department with respect to the
corporation, This same information is also
to be required of U.S. citizens or residents
who at some later time become officers, di-
rectors or shareholders with an interest of
5 percent or more. A penalty provision also
is provided.

Generally these additional information re-
quirements become effective as of January 1,
1963.

Section 21. Treaties: It is made clear that
any provision contained in this bill is in-
tended to have precedence over any prior tax
treaty obligation.

The CHATRMAN. The question is on
the committee amendment.

The committee amendment was agreed
to

The CHAIRMAN. Are there any fur-
ther amendments?

Mr. MILLS. There are no further
amendments, Mr. Chairman,

The CHATRMAN. Under the rule, the
Committee rises.

Accordingly, the Committee rose; and
the Speaker having resumed fthe chair,
Mr. RoosevELT, Chairman of the Com-
mittee of the Whole House on the
State of the Union, reported that that
Committee having had under considera-
tion the bill (H.R, 10650) to amend the
Internal Revenue Code of 1954 to pro-
vide a credit for investment in certain
depreciable property, to eliminate cer-
tain defects and inequities, and for other
purposes, pursuant to House Resolution
576, he reported the bill back to the
House with sundry amendments adopted
by the Committee of the Whole.
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The SPEAKER. Under the rule, the
previous question is ordered.

Is & separate vote demanded on any
amendment? If not, the Chair will put
them en gros.

The amendments were agreed to.

The SPEAKER. The question is on
the engrossmenf. and third reading of
the bill.

The bill was ordered to be engrossed
and read a third time and was read the

Mr. Wisconsin. Mr.
Speaker, I offer a motion to recommit.

The SPEAKER. Is the gentleman
opposed to the bill?

Mr., BYRNES of Wisconsin. I am,
Mr. Speaker.

The SPEAEKER. The Clerk will re-
port the motion to recommit.

The Clerk read as follows:

Mr. Byrnes of Wisconsin moves to re-
__commit the bill (HR. 10650) to the Com-
mittee on Ways and Means with instruc-
tions to report the same back to the House
forthwith with the following amendment:

Strike out section 2 and section 19 of
the bill.

The SPEAKER. The question is on
the motion to recommit.

Mr. BYRNES of Wisconsin. Mr.
Speaker, on that I demand the yeas and
nays.

‘The yeas and nays were ordered.

The question was token; and there
were—yeas 190, nays 225, answered
“present” 0, not voting 21, as follows:

[Roll No, 51)
YEAS—190
Abbitt Curtis, Mo. Enox
Abernethy Dague Kunkel
Adair Derounian Kyl
Addabbo Derwinski Laird
Alford Devine Langen
Alger Daole Latta
Andersen, Dominick Lindsay
Minn. Dooley

Anderson, 1. Dowdy MeCulloch
Arends Durno

Dwyer Mcintire
Auchincloss Ellsworth McVey
Avery Fallon MacGregor
Ayres Felghan Mailliard
Baker Fenton Martin, Mass.
Baldwin Findley Martin, Nebr
Barry Fino Mathias
Bass, N.H. Pisher May
Battin Ford Meader
Becker Frelinghuysen Merrow
Beckworth Fulton Michel

ermann Garland Miller, N.Y

Belcher Gavin Milliken

Gilenn Minshall

Goodell Moore
Betts Goodling Moorehead,
Bolton Grant Ohio
Bow Griffin Morse
Bray Gross Mosher
Bromwell Gubser Natcher
Broomfield Hagen, Calif. Nelsen
Brown Haley Norblad
Broyhill Hall O'Konski
Bruce Halleck Osmers
Byrnes, Wis. Halpern Ostertag
Cahill Harrison, Wyo. Pelly
Cannon Harsha Pike
Casey Harvey, Ind. Pillion

Harvey, Mich. Pirnie
Chamberlain Hays Poll

Hiestand Quie

Hoeven Ray
Church Hoffman, 1 Reece
Clancy Horan Reifel
Collier Hosmer Rhodes, Arizs.
Conte Joelson
Cook Johansen Roblson
Corbett Jonas Rogers, Colo.
Cramer Judd Rogers, Fla.

Keith
Curtin Eilburn Rousselot
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Saylor Smith, Calif. Wallhauser
Schadeberg Smith, Va. ‘Weaver
Springer Wels
Scherer Westland
Schneebell Taber Whalley
Schwelker Teague, Calif. Wharton
SBchwengel ‘Whitten
Scranton Utt Widnall
Seely-Brown  Vanik Williams
Shriver Van Pelt ‘Wilson, Calif,
Sibal Van Zandt W
Siler Waggonner Younger
NAYS—225
Addonlzio Griffiths Norrell
Albert Hagan, Ga O’Brien, IIl.
Alexander Hansen O'Brien, N.Y
Anfuso Harding .
Ashley Hardy O'Hara, Mich
Ashmore Harris -
Aspinall Harrison, Va. O'Neill
Balley Healey Passman
Baring Hébert Patman
Barrett Hechler Perkins
Bass, Tenn. Hemphill Peterson
Bennett, Fla. Plost
Blatnik Herlong Philbin
Blitch Holifleld Pilcher
Boggs Holland Poage
Boland Huddleston Powell
Bolling Hull Price
Bonner Ichord, Mo. Pucinski
Boykin Inouye Purcell
Erademas Jarman Randall
Breeding Jennings
Brewster Johnson, Calif. Rhodes, Pa.
Buckley Johnson, Md. Rivers, Alaska
Burke, Ey. Johnson, Wis. Rivers, 8.C.
Burke, Mass, Jones, Ala. Roberts, Tex.
Burleson Jones, Mo. Rodino
Byrne, Pa Earsten Rogers, Tex
Carey Earth Rooney
Celler EKastenmeler Roosevelt
Chelf Eee Rosenthal
Clark Eelly Rostenkowski
Coad KEeogh Roush
Cohelan Kilgore Rutherford
Cooley King, Calif. Ryan, N.Y.
Corman King, Utah Ryan, Mich.
Daddario Kirwan St. Germain
Daniels Kitchin Santange.lo
Davis, Kluczynski Saund
James C. Eornegay Scott
Davis, John W, Kowalski Shelley
vis, Tenn. Landrum Shipley
Dawson Lane Sikes
Lankford Sisk
Dent Lennon Slack
Denton Lesinskt Smith, Towa
Diggs Libonati Smith, Miss,
Donohue Loser Spence
MeDowell Stagrers
Downing McFall Bteed
Doyle McMillan Stephens
McSween Stratton
Edmondson Macdonald Stubblefield
Elliott k Sullivan
Everett Madden Taylor
Evins Teague, Tex.
Farbstein Mahon Thomas
Thompson, La.
Finnegan Matthews Thompson, N.J.
ood Miller, Clem = Thompson, Tex
Flynt Miller, Thorn
Fogarty George P, Toll
Forrester Mills Trimble
Fountain Moeller Tuck
Frazier Udall, Morris K.
Friedel Montoya Ullman
Gallagher Moorhead, Pa. Vinson
Garmatz Morgan ‘Watts
Gary Morris ‘Whitener
Morrison Wickersham
Moss illis
Gllbert Moulder Wright
Gonzalez Multer Yates
Granahan Murphy Young
Gray Murray Zablocki
Green, Oreg. Nedsai Zelenko
n, Nix
NOT VOTING—21
Andrews Jensen - Sheppard
Bates Kearns Short
Bennett, Mich. Mason Tollefson
Brooks, Tex. Nygaard ‘Tupper
Colmer Ralns Walter
Dingell Roberts, Ala. Wilson, Ind.
Hoffman, Mich. Selden

So the motion to recommit was
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Th?. Clerk announced the following

On this vote:

Mr. Colmer for, with Mr. Brooks against.
Mr. Walter for, with Mr. Dingell against.
Mr, Short for, with Mr. Sheppard against.

Until further notice:

Mr. Andrews with Mr. Tupper.

Mr. Rains with Mr. Wilson of Indiana.
Mr. Roberts of Alabama with Mr. Bates.
Mr. Selden with Mr. Jensen.

The result of the vote was announced
as above recorded.

The SPEAKER. The question is on
the passage of the bill.

Mr. BYRNES of Wisconsin. Mr.
Speaker, on that I demand the yeas and
nays.

The yeas and nays were ordered.

The question was taken; and there
were—yeas 219, nays 196, not voting 21,
as follows:

[Roll No. 52]
YEAS—219
Abbitt Glibert Morrison
Addonizio Gonzalez Maoss
Albert Granahan Moulder
Alexander Grant Multer
Anfuso Gray Murphy
Ashley Green, Oreg. Murray
Ashmore Green, Pa. Nedzi
Aspinall Griffiths Nix
Balley Hagan, Ga Norrell
Baring Hansen O'Brien, Il
Barrett H.ag O'Brien, N.Y.
Bass, Tenn Ha O'Hara, Il
Beckworth Harrison, Va. O'Hara, Mich
Bennett, Fila. Healey Olsen
ik Hébert O'Neill
Blitch Hechler Passman
Boggs Hemphill Patman
Boland Henderson Perkins
Bolling Herlong
Holifield Pfost
Boykin Holland Philbin
Brademas H Pillcher
Brewster Hull Poage
Buckley Ichord, Mo Poft
Burke, Ky. Inouye Powell
Burke, Mass Jarman Price
Burleson Jennings Pucinski
Byroe, Pa. Johnson, Calif. Purcell
Cannon Johnson, Md. Reuss
Carey Johnson, Wis, Rhodes, Pa
Celler Jones, Rivers,
Chelf Jones, Mo, Rivers, 8.C.
Clark Earsten
Coad Earth Rodino
Cohelan Eastenmeler Rooney
Coaley Kee Roosevelt
Corman Eelly Rosen
Daddario Keogh Rostenkowski
Daniels Kilgore Roush
s King, %%Elr: Ry: gl;:rh
ames an, %
Davis, Jobn W. Kirwan
Davis, Tenn. Kitchin Bnntsnselu
wson EKhczynski Saund
Delaney Kornegay Scott
Dent Bhelley
Denton Landrum Sikes
Diggs Lane Sisk
Donghue Lankford Slack
Lennon Smith, Iowa
ng Lesinski Smith, Miss.
Doyle Libonati Smith, Va.
Edmondson Loser Spence
McFall Stead
Everett MeSween Stephens
Evins Macdonald Stratton
Parbstein Mack Stubblefield
Fascell Madden Sullivan
Magnuson ‘Teague, Tex
Flood Mahon Thomas
Flynt Mad Thompson, La
Fogarty Miller, Clem Thompson, N.J
Forrester Miller, Thompson, Tex.
Fountain George P Thornberry
Mills Toll
grndal Moeller Trimble
Garmats Montoya Udall, Morris E.
Gary Moorhead, Pa. Ullman
Gathings Morgan Vinson
Glaimo Morris Watts




Whitener Wright Zablockl
Wickersham  Yates Zelenko
Willis Young
NAYS—196
Abernethy Fino Mosher
Adair Fisher Natcher
Altara”°  Feoiinghuysen Norblad
uysen No
Fulton O’Eonski
Andersen, d Osmers
inn. Gavin
Anderson, Ill. Glenn Pelly
nds Goodell Pike
Ashbrook Goodling Pillion
Auchincloss Griffin
Avery Gross Quie
A Gubser Randall
Baker Hagen, Calif. Ray
Baldwin Haley Reece
Barry Hall Reifel
Bass, NNH Halleck Rhodes, Ariz.
Battin Hal Riehlman
Becker Harding Robison
Beermann Harrison, Wyo. Rogers, Colo
Belcher IS,
Bell Harvey, Ind.  Rogers, Tex
Berry Harvey, Mich. Roudebush
Betts Rousselot
Bolton Hiestand Rutherford
Bow Hoeven Bt. George
Bray Hoffman, Ill.  Saylor
Breeding Horan Schadeberg
Bromwell Hosmer Schenck
Broomfield Joelson Scherer
Brown Johansen Schneebeli
Broyhlil Jonas Schwelker
Bruce Judd Schwengel
Byrnes, Wis Keith Scranton
i1l Eilburn Seely-Brown
King, N.Y Shipley
Cederberg EKnox Shriver
Chamberlain Kunkel Sibal
Chenoweth Kyl Siler
Chiperfield Laird Smith, Calif.
urch Langen Springer
Clancy tta Stafford
Collier Lindsay Staggers
Conte Lipscomb Taber
Cook Taylor
Corbett MeDonough Teague, Calif
Cramer McDowell Thompson, Wis
Cunningham  McIntire Uttt
Curtin McMillan Vanik
Curtis, Mass McVey Van Pelt
Curtis, Mo. MacGregor Van Zandt
Dague Mailliard Waggonner
Derounian Marshall ‘Wallhauser
Martin, Mass. Weaver
Devine Martin, Nebr. Weis
Dole Ma! Westland
Dominick May Whalley
Dooley Meader Wharton
Dowdy Merrow Whitten
Dulski Michel Widnall
Durno Miller, N.Y. Willlams
Dwyer Milliken Wilson, Calif
Ellswo! Minshall Wi
Fallon Moore Younger
Feighan Moorehead,
Fenton Ohio
Findley Morse
NOT VOTING—21
Andrews Jensen Sheppard
Bates Kearns Short
Bennett, Mich. Mason Tollefson
Brooks, Tex. Nygaard Tupper
Colmer Rains Walter
Dingell Roberts, Ala. Wilson, Ind.
Hoffman, Mich, Selden
So the bill was passed. /
The Clerk announced the following
pairs:
On this vote:
Mr. Brooks for, with Mr. Colm t.
Mr. Dingell for, with Mr. Walter t.

Mr. Sheppard for, with Mr. Short against.
Mr. Rains for, with Mr. Bates against.
Mr. Roberts for, with Mr. Tollefson against.

Until further notice:

Mr. Andrews with Mr. Wilson of Indiana.
Mr. Selden with Mr. Jensen.,

The result of the vote was announced

as above recorded.

A motion to reconsider was laid on the
table.
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GENERAL LEAVE TO EXTEND

Mr. MILLS. Mr. Speaker, I ask unan-
imous consent that Members desiring
to do so have 5 legislative days to extend
their remarks in the Recorp on the bill
just passed. \

The SPEAKER. Is there objection to
the request of the gentleman from
Arkansas? -

There was no objection.

Mr, MILLS. Mr. Speaker, I ask unan-
imous consent that those Members
speaking on the bill be permitted to in-
clude extraneous material, such as charts
and tables, with their remarks.

The SPEAKER. Is there objection to
the request of the gentleman from Ar-
kansas?

There was no objection.

REVENUE ACT OF 1962

Mr. RANDALL. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcoRD.

The SPEAEER. Is there objection
to the request of the gentleman from
Missouri?

There was no objection.

Mr. RANDALIL, Mr. Speaker, under
the closed rule which was sustained by
the vote of the House, it was quite ap-
parent that only very few Members
could be allotted time to participate in
debate with only a total of 8 hours
divided equally between the minority
and the majority. This meant that
most of the membership would be
limited to extending their remarks in
the REcorp so that there could be pre-
served a record of the reasons for the
votes which were taken.

We supported the closed rule. Like
many Members we are against the closed
or gag rule in principle, but recognize
where there is a legislative body the
size of the House of Representatives, it
becomes almost a procedural necessity.
Yet, just a few short weeks ago, there
were those who wanted to increase the
size of the House. When the committee
has had almost a year to consider the
provisions of the bill and then the mem-
bership is given a total of 8 hours to
debate the bill, without the right of
amendment by Members other than
those of the Committee on Ways and
Means, this seems like cloture that
should not exist, and yet, objectionable
as the closed rule is in principle, it be-
comes & necessity to maintain orderly
procedure on such a controversial
measure. There are instances in the
older Recorps of the House that where
a revenue measure came before the body
under an open rule permitting un-
limited debate, the story goes, the argu-
ment continued on for months and in
desperation the weary Members finally
recommitted the bill as the only way
to terminate debate.

The next vote by yeas and nays was
on the motion to recommit offered by
the minority pursuant to the terms of
the closed rule. We voted against the
motion to recommit for the reason that
it was not a simple motion to recommit
but instead, one with instructions. Sec-
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tion 2, the credit for investment in cer-
tain depreciable property was stricken in
its entirety and also section 19, the with-
holding of income tax at source on inter-
est, dividends, and patronage dividends
was stricken. We could not support such
a limited motion for the reason that to
take these two provisions only out of the
bill, or to simply lift these two provisions
in their entirety from the bill without
any effort whatsoever to improve or to
modify for the better the other defi-
ciencies was not acceptable.

And what is also true is that to re-
move only section 2 and section 19 and
allow the rest of the bill to stand sets
the bill up as a purely revenue-produc-
ing bill without much, if any, effort to
correct tax inequities. To be blunt, it
is a tax increase bill by disallowing en-
tertainment expenses, on raising the
rates on mutual savings banks, and
mutual insurance companies and from
such sources as requiring the payment of
tax by domestic corporations receiving
dividends from foreign corporations.
Also, left in the bill by the limited motion
to recommit was the increase in the
gains from the disposition of deprecia-
ble property as well as the change in tax
treatment of cooperatives. We could not
join in such a motion to recommit con-
taining only such limited instructions
for reasons we will hereinafter set forth.

As we have written repeatedly to our
constituents, when a closed rule is
adopted and there is allowed only one
motion to recommit with no amendments
permitted by the membership except only
committee amendments, the issue con-
cerns a package and under such a par-
liamentary situation, the burden is on
each Member to carefully weigh the
good against the bad as to this package,
the desirable against the unacceptable,
the favorable against the objectionable.
Does the good and bad balance out
evenly? Is it 51 to 49 percent, 55 to 45
percent, 60 to 40 percent, or 65 to 35
percent, or just what percent is good
and what percent is bad? No one can
say. In matters of legislation such
mathematical certainty cannot be
achieved. But if there is any more bad
than there is good in the bill, then the
bill should not be supported on final
passage.

And at this point, Mr. Speaker, we
should point out there are two paths to
follow—one is, that if the good in the
package is almost as large a quantity
as the bad, a Member should vote for
the measure on final passage to send
the bill to the Senate in the hope that
the Senate will improve the bill, or as it
is sometimes put, “clean it up,” which
means improvement, simplification, or
some betterment in the bill. But it must
be emphasized that this is always rely-
ing upon just a hope or faith that the
other body will make improvements.

The other path demands of us that we
cannot proceed upon such a premise
because by doing so we avoid our re-
sponsibility as Members of the House
and shift the burden wholly to the Sen-

ate. It is for this reason that we voted
‘“no” on H.R. 10650 on final passage,

As
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it turned out the bill was approved by
the House and does go to the Senate, and
if there are changes made by the Senate
to where it can be made acceptable, those
of us who opposed it on final passage
may have the opportunity to support the
measure after it returns from confer-
ence.

Mr. Speaker, we wish to make it very
plain that we are not against anything
just for the sake of being negative. We
are certainly not against the tightening
of tax loopholes which we thought was
one of the purposes of the bill,
and we are certainly not against any
equitable provision which would have
raised revenue, because we had thought
that such was one of the principal and
paramount purposes of this measure,
And we are not against the tax credit
for investment as a principle. We like
to believe that we are moderate in our
approach to most legislation. But here
we are dealing with a bill which is cited
as the Revenue Act of 1962, and I had
thought we were all most interested in
a balanced budget. My point is, that if
the prineciple of investment credit is good,
then let us be sure and certain that it
is going to work and I would have hoped
that as to this provision the committee
would have been a little more conserva-
tive. By this I mean there should he
nothing sacred or even magical about the
figure of 8 percent or 7 percent. My
present belief is that we should have
tried a 2- or 3-percent credit as a
trial to find out or first determine the
amount of response from industry. Or
if the larger investment credit were set
up, then provide for a trial period of
from 2 to 3 years, rather than setting this
provision up suddenly and all at once as
a permanent part of our tax structure
and allowing this tax eredit for invest-
ments to recur year after year, until it
ecould be reevaluated in the light of ac-
tual experience.

I am certain every member of the
Ways and Means Committee would ad-
mit that the tax credit for investment
is unprecedented in all of our tax his-
tory and it is my opinion that we should
have moved a little more cautiously, or
carefully, and with a smaller percentage
credit to find out the response and bene-
fit, if any, that could or might come
from such an experiment,

We proceeded today to grant a eredit
in substantial proportions which will
most likely change this measure from
a revenue-producing bill to a measure
which ean well create a further budget
imbalance. Today the House voted a
credit that American industry had not
asked for and did not expect to receive.
This is the only case in all tax legisla-
tion where an investor can recover his
entire investment through depreciation
and then obtain a tax credit over, above
and beyond his original investment
just as an inducemenf to make that
investment.

The President's original proposal was
that the eredit be as an incentive over
normal investment. For example, if a
car leasing corporafion would normally
spend $100 million a year to replace their
old cars, the President proposes that they
be given an investment credit beyond
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this normal replacement. But instead,
our Committee on Ways and Means de~
cided to go far beyond this and go back
to the very first dollar of investment.
How can the tax authorities know what
is a normal investment? Well, while we
are certainly not expert in the tax field,
we suppose there are statistics which can
be checked against every business and
against every industry which reveal
what has been the normal investment
or reinvestment that is shown by the
depreciation over a period of years. Be-
yond this normal investment an incen-
tive would be realistic. But to go back
to the very first dollar of investment is
hardly an incentive for investment which
would otherwise be made anyway, but is
nothing more or less than an unprece-
dented and even unexpected tax
reduction.

A main objection to the bill as it stood
before final passage is that we had all
along believed that it was designed to
raise revenue and, of course, the com-
mittee believes that in the long run these
incentives will accelerate business
growth and inerease revenue, perhaps
some day, or at some unknown and un-
certain time in the future, but when all
is said and done we do not have a bill
which is a revenue-producing bill in this
calendar year or in the upcoming fiscal
year, The important thing which must
be understood is that if, because of new
demands for our national defense, there
may have to be further expenditures,
then a deficit should not be further con-
tributed to by a so-called revenue bill
which has been turned into, not a reve-
nue bill at all, but a bill which was
changed from its earlier large revenue
loss to a somewhat smaller revenue loss.

If this bill were simply a bill to fill
loopholes we could support it very cheer-
fully. Instead it has become a bill by
which we turn over in tax credits, large
sums of money only to those who have
depreciable property and then the com-
mittee was faced with no other choice
but to cast about elsewhere to find ways
and places to make up this loss. It seems
that this must have been about what
went on within the committee: The
committee members having once agreed
to give an investment credit for one seg-
ment of our economy to enjoy, there was
nothing else left for them to do but to
find ways to offset this loss, and this they
did by means of withholding interest
and dividends and by such other means
as increased taxation of savings institu-
tions and mutual insurance companies,
as well as the disallowance of business
expense account and in other ways.

Our vote against H.R. 10650 on final
passage should not imply that we are
not for an improved Federal tax struc-
ture and, of course, passage of the bill
by the House does not determine its final
content. The bill does confain some
good features, but it was not a well-bal-
anced piece of legislation. In the final
analysis, we had to determine whether
the good outweighed the bad by enough
to warrant support.

For the reasons cited above and for
others we will omit to enumerate at this
time, we could not support HR. 10650
on final passage,
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WHO PAYS THE TAXES?

Mr. McSWEEN. Mr. Speaker, I ask
unanimous consent fo extend my re-
marks at this point in the Recorp.

The SPEAKER. Is there objection
to the request of the gentleman from
Louisiana?

There was no objection. J

Mr. McSWEEN. Mr. Speaker, last
year each dollar in the Federal budget
was paid in to the Treasury as follows:
from individual income taxes 53 cents,
from corporation income taxes 28 cents,
from excise taxes 11 cents, and 8 cents
from all other sources. The individual
taxpayer pays more than half of the
Federal budget revenues through a com-
bination of income and excise taxes.

The average taxpayer with a modest
income would probably be surprised to
learn just how important to supporting
the budget his tax contribution really
is. Some persons are under the im-
pression that the wealthy, whose tax
rate goes as high as 91 percent, are foot-
ing most of the bill. This was the case
many years ago, but last year all tax-
payers earning $15,000 and over con-
tributed only 31 percent of all Federal
taxes, including social insurance.

By comparison all taxpayers earning
less than $8,000 paid 45 percent of all
Federal taxes, including social insurance,
or 14 percent more than the group hav-
ing incomes of $15,000 and over. So it
is the hard-working, average American
citizens who are shouldering a major
portion of the Federal tax burden.

HOW IT'S SPENT

A typical family whose income is $500
per month—approximately the national
average—pays income taxes of $600 per
year and other Federal taxes—on gas-
oline, cigarettes, automobiles, tires, tele-
phone and telegraph service, bus, train,
and airline tickets, and so forth—of
$492 per year. Thus the total Federal
tax bill of a typical family earning $500
per month is $1,092 per year, which is
almost $1 for every $5 earned or 1%
hours in wages for each 8-hour day.
Local and State taxes are in addition.

The Federal Government last year
spent this $1,092, as follows:

Percent | Amount

Major national seeurity. .. _____ 58 834
Interest on national debt.... 1% 120
Vi = G5
Agdenitore_ . . .. 4 6 65
Labor and welfare. ..o oeeeeeeeeee U] 65
Commerce, housing, and space....| 4 44
Inter 4 44
National resourees . - o ooeecenen- 3 43
General OVernment. - .- -coce-eeee 2 2

This vy tax burden is often not
fully The excise taxes are
“hidden.” Income taxes are withheld

from the wage earner at the source and
are thus paid on the installment plan,
But taxpayers are becoming more con-
cerned with how their tax dollar is spent.
They are unhappy with heavy Federal
spending and deficits.

A budget of $92.5 billion hax been rec-
ommended for next year, largest
since World War II. At the rat:e of cur-
rent spending the budget will exceed
$100 billion by 1964, irrespective of the
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effect of new demands for additional
spending being advocated daily by
pressure groups and lobbying organiza-
tions.

The spenders are becoming stronger.
Our budget deficits since World War 1I,
including over $7 billion this year, have
added over $35 billion to the national
debt. The pressure for additional taxes
is becoming greater. It is easy to see
that we must either increase fax reve-
nues or reduce our rate of increasing
expenditures.

My constituents tell me in no uncer-
tain terms that taxes are already high
enough. I wholeheartedly agree. In fact,
we should make every effort to reduce
our rate of increasing expenditures and
for an early tax eut. Mr. Speaker, I
shall continue my efforts for economy in
Government in the interest of the hard-
working average citizen whose taxes
support our Government. I urge the
House fto remember that the average
taxpayer is carrying a heavy tax bur-
den that chould be lightened and could
be lightened if Congress would only
gr:ln.lctice care in the spending of his tax

ollars.

TO AMEND THE SMALL BUSINESS
ACT

Mr. SPENCE. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute, to revise and extend my
remarks, and include extraneous matter.

The SPEAKER. Is there objection
to the request of the gentleman from
Kentucky?

There was no objection.

Mr. SPENCE. Mr. Speaker, I have to-
day introduced a bhill (H.R. 11020) to
amend the Small Business Act, as
amended. This bill would place the re-
volving fund of the Small Business Ad-
ministration, out of which are financed
that agency's programs of financial as-
sistance to the small business commu-
nity, on a more permanent basis and
eliminate unnecessary duplication, by
removing the statutory limitation on au-
thorizations to appropriate to the fund
and the separate limitations on the
amounts of appropriated funds which
may be utilized for each of the Small
Business Administration’s financial as-
sistance programs, Utilization of funds
for these programs would, of course, con-
tinue to be controlled by the Congress
through the normal appropriation proc-
ess, and the House and Senate Appro-
priations, Banking and Currency, and
Small Business Committees would con-
tinue to exercise the same degree of cog-
nizance as they do now reg the
operations of the Small Business Admin-
istration.

Under unanimous consent, I include
the bill at this point in the REecorp, to-
gether with the message from the Presi-
dent urging prompt consideration of this
legislation:

A bill to amend the Small Business Act

Be il enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That sec-
tion 4 of the Small Business Act, approved
July 18, 1958 (72 Stat. 384), as amended,
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is amended by striking out subsection (c)
and inserting in lieu thereof the following:

“(ec) There is hereby established in the
Treasury a revolving fund referred to in
this section as ‘the fund’, for the Adminis-
tration’s use In financing the functions per-
formed under sections T(a), 7(b), and 8(a)
and under the Small Business Investment
Act of 1958, as amended, including the
payment of administrative in con-
nection with such functions. All repay-
ments of loans and debentures, payments
of interest, and other receipts arising out of
transactions financed from the fund shall
be pald into the fund. As capital thereof,
appropriations are hereby authorized to be
made to the fund, which appropriations
shall remain available until expended. The
Administration shall pay into miscellaneous
receipts of the Treasury, following the
close of each fiscal year, interest on the
outstanding cash disbursements from the
fund, at rates determined by the Secre-
tary of the Treasury, taking into considera-
tion the cwrrent average ylelds on out-
standing interest-bearing marketable public
debt obligations of the United States of
comparable maturities as calculated for the
month of June preceding such fiscal year.”

TaE WaHrTE HOUSE,
Washington, March 5, 1962,
Hon. JoEN W. MCCORMACK,
Speaker of the House of Representatives,
Washington, D.C.

DeAr Mz. SPEaxeR: I am transmitting here-
with for appropriate reference a bill to
amend section 4(c) of the Small Business
Act, as amended. This section deals with
the revolving fund of the Small Business
Administration, out of which are financed
that agency's programs of financial asslst-
ance to the small business community.

This bill would place the fund on a more
permanent basis and eliminate unnecessary
duplication, by removing the statutory lim-
itation on authorizations to appropriate to
the fund and the separate limitations on
the amounts of appropriated funds which
may be utilized for each of the Small Busi-
ness Administration’s flnanclal assistance
programs. Utllization of funds for these

would of course continue to be
controlled by the Congress through the
normal appropriation process, and the House
and Senate Appropriations, Banking and
Currency, and Small Business Committees
would continue to exercise the same degree
of cognizance as they do now regarding the
operations of the Small Business Adminis-
tration.

By making the Small Business Administra-
tion a permanent agency of the Government
in 1968, the Congress wisely recognized the
important role that this agency has played
in assisting the small business sector of our
economy, which comprises by far the greatest
number of businesses in the United States
and plays a key part in the economic life of
our Nation. Under the current administra-
tion, that agency has vigorously expanded
its assistance to the small business com-
munity by increasing significantly the num-
ber of small businesses assisted by its
programs of business loans, loans to small
business investment companies and State
and local development companies, procure-
ment and technical assistance, and manage-
ment assistance.

It is now time to remove the unnecessary
statutory limitation on appropriations and
on usage of appropriated funds which has re-
sulted in uncertainty regarding the future
of these programs and necessitated a double
congressional review of funds.

In no respect would the proposed amend-
ment diminish the controls which the Con-
gress presently exercises over the size and
character of the programs administered by
the Small Business Administration, pursu-
ant to the Small Business Act and the Small
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Business Investment Act of 1958. These two
statutes and the operations of the agency
are under frequent study in Congress. Since
1953, when the agency was established,
amendments have been made to either or
both of baslc statutes in every year except
two. Indeed, each has undergone numerous
and substantial revisions. There is no rea-
son to expect that this legislative activity
with its attendant scrutiny of the agency's
operations by the Banking and Currency
Committees will diminish,

Moreover, the progress of the Small Busi-
ness Administration in discharging its statu-
tory dutles is under the continuing observa-
tion of the Senate and House Small Business
Committees. At least once a year each of
these committees holds hearings at which
the Administrator of the Small Business Ad-
ministration testifies in detall concerning
the operations of his agency. The resulting
reports issued by the committees contain
thorough reviews of the agency's programs
and evaluations of its success in conducting
them.

Finally, in the course of the budgetary
process, the agency's activities are reviewed
annually by the Appropriations Committees
and the Congress to determine the amount
of additional capital for the revolving fund
which the agency will require to carry out its
financial assistance programs.

However, the necessity for obtaining stat-
utory authorization for additional appro-
priations virtually every year before Con-
gress can appropriate funds in the regular
appropriation act creates unnecessary dupli-
cation and confusion. During the last ses-
slon of the Congress four separate statutes
provided increased authorizations to appro-
priate to the SBA revolving fund, in addi-
tion to the actual appropriations themselves
contained in the regular appropriation act
and a supplemental appropriation act.
Sound budgetary procedures argue against
this type of duplication and repetitive re-
view over an agency which the Congress has
declared to be a permanent one and over pro-
grams which serve such an important pur-
pose in assisting our small business com-
munity.

The proposed legislation would also sim-
plify the method of computing the interest
payable from the revolving fund to the
Treasury, and would effect a number of clar-
ifications in the language of the act. A
detailed analysis of the bill is attached.

It is my hope that the Congress will con-
sider this proposal promptly and that the
bill will be enacted into law.

Sincerely,
JoHN F. KENNEDY.

PROTECTION FROM THERMO-=-
NUCLEAR ATTACK

Mr, BOW. Mr. Speaker, I ask unan-
imous consent to extend my remarks at
this point in the REcorp.

The SPEAKER. Is there objection to
the request of the gentleman from Ohio?

There was no objection.

Mr. BOW. Mr. Speaker, I ask 8 mo-
ment of this House’s time to make a sug-
gestion which I think may prove valuable
to every Member. Hardly a day goes by
that I fail to hear from a constituent on
a topic that is of universal concern across
our land—protection from thermonu-
clear attack. I know that many of my
colleagues in the Congress have the same
experience. We are asked difficult ques~
tions daily by the citizens of our dis-
trict: Shall I build a fallout shelter?
Shall the community build fallout shel-
ters? Will shelters built only for fallout
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do any good when the blast and thermal
effects of thermonuclear weapons are so
severe?

Until now, I have been telling these
good people that I personally do not be-
lieve we will be attacked, but that I can-
not take upon myself the responsibility
for making such a decision for them.
Anything is possible and none of us has
the gift of second sight.

But now, I am happy to say, I can
provide new and extremely useful infor-
mation on this problem. To put it sim-
ply, it is this:

It is entirely possible to build a com-
munity shelter today with ordinary ma-
terials at an ordinary cost that will
provide protection over more than 90 per-
cent of the blast area of any bomb. This
valuable information has just come to
me from the brick and tile manufacturers
of my district. It is drawn from a pro-
fessional study published by the Allied
Masonry Council following some 6 years
of research by the engineers of the Struc-
tural Clay Products Institute.

This study describes seven different
walls for various protective needs and
three different concepts for shelter de-
signs. It provides useful data on the
effects of blast, thermal effects, and
radiation, and it contains much interest-
ing data on the psychological and phys-
iological factors in shelter operation.

Let me give you specific information
on just two of the walls described in the
study entitled “Protective Construction
for School and Community Shelters.”

One is a 10-inch-thick brick wall rein-
forced with metal rods. It was first de-
veloped years ago to resist earthquakes,
tornadoes, and other natural forces. It
was later tested for protection against
nuclear attack, both at Coal City, Ill.,
and in the Government’s Operation
Plumbbob tests in Nevada in 1957. The
one-story structure built for the Nevada
test withstood a blast force—known as
overpressure—of 10 pounds per square
inch on its front wall. This wall, I am
informed, flexed less than half an inch,
less than half what had been expected.
Ten pounds per square inch is the force
generated by a 20-megaton bomb at a
range of 5.1 miles from ground zero. Any
wall that will resist a force of 10 pounds
per square inch, it is calculated, will pro-
vide blast protection over 88.7 percent of
the blast area of any thermonuclear
weapon.

Yet the cost of this wall in windowless
design is less than that of a light metal
panel or double plateglass wall to cite
two comparative examples. This means
that a new schoolhouse might be built in
windowless fashion—as many are to-
day—with this thin, extremely strong
reinforced masonry wall to resist blast.
If an attack occurred, the occupants
could then retire to a thick, sand-filled
wall built for fallout protection in the
interior of the school. This “safety core”
would provide protection from radiation
until radioactive decay made it possible
to emerge into the larger space and, ulti-
mately, the outside world. Or, the shel-
ter might be located underground for
maximum protection. In any case, the
schoolyard is the logical location for a
community shelter.
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The second wall has been developed
especially for shelter design. It repre-
sents a major step forward in protective
construction in that it is incredibly
strong, extremely economical, and at-
tractive in appearance. As designed, this
wall is 24 inches thick, of brick and tile
construction with metal rods. It will
withstand a blast overpressure of up to
50 pounds per square inch. Mr. Speaker,
this is the blast force generated at a
range of fewer than 3 miles from ground
zero in a 20-megaton surface explosion.

This study makes an extremely vital
point: It is entirely possible to survive
thermonuclear blast and fire, as well as
fallout, over the greatest part of the an-
ticipated area of destruction. It is en-
tirely possible to do so without extraor-
dinary expense in most cases.

I unreservedly recommend this study
on protective construction to the Mem-
bers of this House. So that you may
have the opportunity of examining this
information, I will shortly mail to every
Member of the Congress a four-page
insert from a booklet that contains the
basic data I have mentioned here.
Should you then wish to have the larger
booklet with the more comprehensive
data on thermonuclear effects and shel-
ter operation, you will be able to obtain
it.

Meantime, I wish to commend the
masonry industry for having undertaken
this study. I should add, in truth, that
I am not surprised. It is entirely con-
sistent with the fine record of service
which this important segment of the
largest single industry in America has
been contributing for many years.

URGENT RELIEF IS NEEDED FOR
OUR NEW YORK STATE DAIRY
FARMERS

Mr. STRATTON. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the RECORD.

The SPEAKER. Is there objection to
the request of the gentleman from New
York?

There was no objection.

Mr. STRATTON. Mr. Speaker, I have
today introduced a House joint resolu-
tion to raise the support price for manu-
factured milk to $3.40, effective upon the
first of the month following adoption of
the resolution and until the end of the
year. I offer this legislation because of
the urgent crisis that confronts dairy
farmers not only in my own State of
New York but throughout the country
as a result of the action of certain Re-
publican and southern Democratic
members of the Committee on Agricul-
ture.

This coalition, Mr. Speaker, has turned
down flatly President Kennedy's effort
to keep our dairy support price pegged
at its present level until the end of the
year so that we in Congress can find time
to consider and debate a new and effec-
tive means of assisting the hard-pressed
dairy farmers of the Nation. As a re-
sult of this refusal to report out favorably
to the floor House Joint Resolution 613,
the support price of manufactured milk
will fall on Sunday from $3.40 a hun-
dredweight to $3.11 a hundredweight. In

March 29

the New York-New Jersey milkshed area
this means a net drop in the farmer’s
blend price of about $0.15 a hundred-
weight, or a total loss for all the dairy
farmers in our milkshed of $1.5 million
a month or $12 million for the balance
of 1962.

Considering the serious economic
squeeze our New York dairy farmers are
in already, it is hard for me to under-
stand how anyone could refuse to act to
extend to them the help they need and
want.

Mr. Speaker, I suppose the air will be
filled after April 1 with all sorts of
charges and recriminations and there
will be, I am sure, a major effort
launched to confuse the farmers and the
public about what has happened here.

Let me make it clear first of all that
the action of the Secretary of Agricul-
ture which, we are told, will be taken
on April 1 in dropping the price support
on milk by $0.29 is not a voluntary action.
Given the refusal of the Committee on
Agriculture of this House to pass the
President’s saving resolution, the Secre-
tary has no alternative under the present
law. The law requires him to fix the sup-
port price for milk products above 75
percent of parity—which today is $3.11—
only if such an increase is needed to in-
sure an adequate supply of milk, Of
course, in view of the present surplus in
production and the surprising decline
in consumption of milk, we have no need
to stimulate additional supply.

Yet it is clear that this present law
is far too harsh and far too unrealistic
in the present circumstances. To force
the Secretary to act at this time under
the present law would, as I have sug-
gested, saddle a disaster on our dairy
farmers which they surely do not deserve
and for which they are most assuredly
not responsible. Therefore, we must
change the law, and provide some im-
mediate relief. That is what the Presi-
dent’'s proposal—which has now been
rejected—would do. That is what my
substitute resolution would also do.

I offer it because I cannot believe that
the dairy farm families of upstate New
York or elsewhere in the country—or the
people themselves for that matter—will
condone the refusal of the committee to
provide this simple measure of relief.

So let us take another look at the situ-
ation. Even if, as things now stand, we
cannot change the law in time to prevent
the disastrous price drop on April 1, let
us at least get relief back to our dairy
farmers as quickly as possible.

We in New York State are proud of
the contribution our dairy farmers have
made to the high standard of living that
this country enjoys. From 1950 to 1961
the average milk production per cow in
New York increased 24 percent. Al-
though the number of milk-producing
cows remained about the same from 1950
to 1961, just short of 1.5 million head,
milk production increased during that
same period from approximately 8.8 bil-
lion pounds to 10.6 billion pounds.

In spite of this enormous increase in
productivity, the dairy farmer’s income
has remained at virtually the same level
through this 11-year period. And during
this same period the prices farmers have
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had to pay for their goods have risen
some 15 percent.

If the support price for milk is allowed
to drop 29 cents during the rest of this
year, and the dairy farmers in New York
are deprived in this way of $12 million
in income, we will be turning our backs
on our State’s No. 1 industry, and on our
farmers who have heartily contributed
to increased productivity, which is the
source of our economic growth.

We cannot afford, as a country, to turn
our backs on this group of Americans
who produce such an important com-
modity. Milk is an essential part of the
American diet, and it should be so.
President Kennedy, in a speech made be-
fore the National Conference on Milk
and Nutrition held in Washington on
January 23 of this year, said:

I have long been convinced that milk is
an important aid to good health. This has
led me to direct that milk be served at every
White House meal from now on., And I
expect that all of us will benefit from it.

I therefore have today wired each
member of the great Committee on Agri-
culture urging them, in the light of the
facts I have presented here, to recon-
sider the whole matter of temporary
relief, and to adopt my resolution as
speedily as possible. In this undertak-
ing, I invite the support of every Mem-
ber of this House who believes in fair
play, whether he represents an urban or
a rural area.

Let us not make the dairy farmers of
upstate New York pawns in some com-
plex political power game that is none of
their affair.

“THE LIBERAL PAPERS"”

Mr. O'HARA of Michigan. Mr.
Speaker, I ask unanimous consent to
extend my remarks at this point in the
Recorp and include extraneous matter.

The SPEAKER. Is there objection
to the request of the gentleman from
Michigan?

There was no objection.

Mr. O'HARA of Michigan. Mr. Speak-
er, during the last 2 weeks there has been
considerable discussion in the Congress
and in the press of a collection of essays
published by Doubleday-Anchor Books
entitled “The Liberal Papers.” The Re-
publican National Committee and a
number of Republican orators have con-
tended that this publication was spon-
sored by a group known as the Liberal
Project. In addition, they have charged
that statements made by the authors
of essays included in “The Liberal
Papers” represent the views of, or are
endorsed by, members of the Liberal
Project. They allege that T was or am
a member of the Liberal Project and
that I, therefore, am a sponsor of the
publication and that the views expressed
therein are my views or are endorsed by
me.

I am not now nor was I at any time a
member of a Liberal Project nor any
other group of that type. I did not spon-
sor the publication of “The Liberal
Papers” nor was I in any way involved in
its publication.

Sometime during the late winter or
the spring of 1960, I was invited to hear
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statements presented by various schol-
ars their views and analyses
of current public issues. The purpose
of these sessions, as it was explained to
me, was to permit an exchange of ideas
between those charged with the respon-
sibility for framing the Nation’'s policies
and making its laws and members of the
academic community. Following this, I
was invited on several occasions to par-
ticipate in discussions with persons from
the academic world in the offices of other
Members. I attended part of just one
such discussion, but because of other
business, I was unable to remain
throughout the presentation. I also
was sent a copy of a foreign-policy paper
prepared by Mr. James Warburg, which
may or may not be the basis for this
contribution to “The Liberal Papers.”

The above activities constitute the ex-
tent of my connection with any liberal
project or “The Liberal Papers.” I have
never at any time participated in dis-
cussions with such a group with regard
to the foreign or domestic policies the
United States should pursue or with re-
gard to ideas expressed by any of the
authors of the papers or any other per-
son who may have been asked to speak
on public policy questions. Neither did
I agree to support the viewpoints of any
such persons or to support or sponsor
the publication of any statements ex-
pressing their views. I did not assent
to the use of my name by any person in
connection with “The Liberal Papers,”
the Liberal Project, or any similar
group, and was not at that time aware
that my name had been so used.

I am more or less familiar with Mr.
Warburg’s thesis after scanning the pa-
per sent to me. I am not in agreement
with his analysis of U.S. foreign policy
nor with his recommendations. I have
never seen the other essays contained in
“The Liberal Papers,” nor have I met
their authors. I have not yet even read
the book.

However, the senior Senator from
Eentucky [Mr. MorTon] has been kind
enough to provide Members of Congress
with excerpts from “The Liberal Papers,”
apparently selected by the research staff
of the Republican National Committee,
These excerpts, found in Mr. MorTON'S
statement before the Senate on March
15, 1962, deal with recognition of the
Communist governments of China, East
Germany, North Korea, and North Viet-
nam; atomic testing; civil defense; West
Berlin; the DEW line; aid to Communist
countries; Cuba; border disputes between
China and neighboring states; the status
of Formosa, the Pescadores and the off-
shore islands; and other matters.

Since I have never read “The Liberal
Papers,” I cannot say whether the ex-
cerpts from these essays accurately re-
flect the views expressed by the authors.
However, I can say without qualification
that the portions of “The Liberal Papers”
quoted by the Senator from Kentucky
[Mr, MorTOoN] are not and never have
been my views of the international
situation.

The quotation designated No. 8 in the
remarks of the Senator from Kentucky
says, in part, that—

Most Americans are filled with the basically
irrational conviction that the only way to
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avold military conflict with the Communist
world is to prepare for it.

I freely admit that I am one of those
Americans holding the allegedly irra-
tional conviction that the essential ele-
ment of our foreign policy should be the
maintenance of military and economic
strength adequate to discourage armed
aggression by the Sino-Soviet bloe and
to successfully resist any such aggres-
sion. My disagreement with this and
other quoted portions of the book is made
clear by my public and private state-
ments, both before and after becoming
a Member of this House, and by the votes
I have cast as a Member of this House.

AIRLINE INDUSTRY PLAGUED BY
STRIKES AND STRIKE THREATS

Mr. JARMAN. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REecorp.

The SPEAKER. Is there objection
to the request of the gentleman from
Oklahoma?

There was no objection.

Mr. JARMAN. Mr. Speaker, for the
past few years our scheduled airline in-
dustry has been plagued by strikes and
strike threats, most of which have been
connected with a jurisdictional dispute
between rival unions over the makeup of
jet aireraft crews.

Despite solutions recommended by la-
bor committees, by impartial commis-
sions, and by emergency boards appoint-
ed by the President of the United States,
despite continued and consistent willing-
ness of the airlines to accept proposed
solutions, the interunion struggle con-
tinues unabated.

Rarely a day goes by that some new
notice of strike action against one or
more of our U.S.-flag airlines is not
brought to the public’s attention. One
day it is an announcement of a strike
vote, or perhaps the results of such a
vote, another day it is a strike deadline,
another day it is a last-minute averting
of a strike, and so on.

Caught in the middle of this dispute
are the airlines who suffer severe eco-
nomic penalties with each new strike or
strike threat announcement by one or
the other of the rival unions. The air-
lines sell seats and, I dare say, there is no
more perishable commodity produced by
anj;; business today than an empty airline
seat.

Yet, passengers, understandably, hesi-
tate to book passage on airliners that
might not be flying, particularly if there
is another choice available. Or having
booked in advance and paid their fares,
who can blame those who get their
money back and make arrangements
with nondomestic airlines not plagued
with such uncertainty?

The effect of all this on a vital Ameri-
can industry that last year suffered its
worst financial loss in history is obvi-
ous. So is the effect on airline employees
who frequently are furloughed because
of the shutdowns caused by this inter-
union dispute. At one point last year
some 70,000 airline employees were idled,
as one of these unions walked out.

Recently, I called attention on the
floor to the drastic year-by-year reduc-
tions in the share of international air
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trafiic carried by U.S.-flag airlines. This
problem, a serious factor in our overall
balance of payments deficit, is greatly
aggravated by the effect of the continu-
ing dispute between pilots and flight
engineers.

When we should be doing all in our
power to increase the traffic of our own
flag airline system to insure the eco-
nomic strength it needs to compete with
government-owned foreign carriers, we
are permitting an internal labor union
dispute to drive the business to foreign
airlines.

As President Kennedy so correctly ob-
served, “the public deserves, expects, and
demands” that settlement be reached.
The Secretary of Labor said, “The Nation
cannot, especially at this critical time,
afford continuous warfare and interrup-
tions in the vital air transportation
industry.”

I most heartily agree. I would urge
the members of the feuding unions to
recognize their responsibility, not only
as employees of a vital national industry
but as citizens of a nation whose welfare
is threatened today as never before in
history. There must be a reasonable so-
lution to this dispute in the immediate
future and the Government must bend
every effort to insure that there is. We
cannot continue to saddle our airline in-
dustry with unfair economic penalties of
this kind and expect them to continue
as free enterprise companies.

PERSONAL ANNOUNCEMENT

Mr. KEEARNS. Mr. Speaker, I was
standing behind the rail eulogizing our
great Speaker after Drew Pearson’s ar-
ticle about him. I was here and qualify
and vote “no” on the last vote.

The SPEAKER. The Chair regrets
that the gentleman cannot be recorded
after the vote has been announced. The
gentleman can state for the Recorp that
he would have voted “no.”

AIRLINE INDUSTRY PLAGUED WITH
STRIKES AND STRIKE THREATS

Mr. GOODELL. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcorb.

The SPEAKER. Is there objection to
the request of the gentleman from New
York?

There was no objection.

Mr. GOODELL. Mr. Speaker, for
more than 6 years there have been wide-
spread strikes and work stoppages in
the scheduled airline industry. During
this period many of you have heard the
phrase “jet crew complement.” This
involves the question of how many crew-
members you are going to have in a jet
aircraft and what will be the qualifica-
tions pertaining to the men selected.
Each week for the past several months
we have seen news stories indicating that
some airline is threatened with a strike
apparently evolving from this issue. No
doubt the public is beginning to wonder
what it is all about; and, of course, the
public is the one group that suffers since
patrons are unable to make reservations
with assurance that the reservations will
be honored or that a strike over this
issue will not delay their travel plans.
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President Kennedy has referred to the
crew complement problem as an inter-
union dispute. The pilots belong to the
Air Line Pilots Association—ALPA—and
the flight engineers to the Flight Engi-
neers International Association—FEIA,
The interests of the two groups conflict
in that ALPA wants to provide jobs for
pilots in the jet age, and the FEIA wants
to safeguard jobs for its members.

During 1958 to 1959 several of our
larger domestic and international air-
lines agreed to add a third pilot in jet
aireraft and also agreed to the assign-
ment of the specialist flight engineer at
the engineer’'s panel of jet aireraft. The
Federal Aviation Agency regulations do
not call for or require a third pilot.

So it seems that the actual difference
that is really causing all the trouble is
that ALPA says the third man in the
crew should be a pilot certificated to
function as a flight engineer, and FEIA
says the third man should be a specialist
flight engineer although they would con-
sider giving him some added pilot
training.

Early in 1961, the National Mediation
Board found in a United Air Lines dis-
pute the duties of pilots and flight engi-
neers were not sufficiently different to
justify them being represented by two
bargaining agents. This decision pre-
cipitated a seven-carrier, nationwide
strike, causing the airlines millions in
revenue loss, placing thousands of their
employees on furlough, and causing the
traveling public untold inconvenience
and hardship.

The strike ended when the President
of the United States appointed a three-
member Commission headed by Professor
Feinsinger to investigate and make rec-
ommendations concerning the erew com-
plement dispute. In May 1961, the Com-
mission, having studied the problem,
recommended that jet aireraft be flown
by three-man crews and called for an
ALPA-FEIA merger with details to be
worked out by the unions.

The airlines accepted the recommen-
dation of this Commission. Later it be-
came evident the unions were not in
agreement. In October 1961, the Com-
mission made a second report continuing
to ask for merger and listing detailed
recommendations for the selection of
the crew complement problem.

President Kennedy, in endorsing this
last report, said: “One thing is clear; we
cannot have further strikes over these
disputed issues. There can be no legiti-
mate excuse for interruptions of service
now that these Commissions have
marked out the areas of fair and rea-
sonable settlement. The public deserves,
expects, and demands that such settle-
ments be reached.”

Again, the airlines accepted the report.

The problem still faces the air carriers.
‘We continue to see the threats of strikes
against the airlines flowing from this
problem., The industry is presently suf-
fering financial hardships and the em-
ployees realize there is a possibility of
furloughs, should strikes be called against
the airlines.

I have brought this to the attention
of the House because I feel we are all
interested in this problem. I feel that
the crew complement issue should be
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settled rapidly. I urge the Department
of Labor to help bring this matter to a
satisfactory conclusion so that the air-
lines can begin to operate without the
threat of strikes over the issue.

BILL TO PROVIDE FREE ENTRY OF
A MICROCALORIMETER FOR USE
OF UNIVERSITY OF COLORADO

Mr. DOMINICK. Mr, Speaker, I ask
unanimous consent to extend my re-
marks at this point in the Recorp and
include extraneous matter.

The SPEAKER. Is there objection
to the request of the gentleman from
Colorado?

There was no objection.

Mr. DOMINICK. Mr. Speaker, sev-
eral weeks ago I introduced a bill, H.R.
10554, to provide for the free entry of
a microcalorimeter for the use of the
University of Colorado in the perform-
ance of research under a grant from the
Federal Government. The bill is now
pending before the Committee on Ways
and Means.

Recently, Mr. Lawrence T. Paddock,
editor of the Boulder (Colo.) Daily
Camera, published a very excellent ex-
planation of this scientific instrument
and the purpose for which it will be used
by the university. Although Mr. Pad-
dock may have been overly kind to me,
since this is, after all, a team effort, I
am grateful for his explanation of the
instrument, and I believe many of my
colleagues will find it helpful in under-
standing the urgent need for this ap-
paratus by the University of Colorado.
Therefore, under unanimous consent,
I include Mr. Paddock’s article at this
point in the RECORD:

THREE CHEMISTS AT UNIVERSITY WAITING
FOR MICROCALORIMETER

What is a microcalorimeter?

To Congress it's & 50-pound block of cop-
per, 1 foot in diameter and 8 inches tall,
which has caused a bill to be introduced to
have it imported duty free into the United
SBtates from France.

To three chemists at the University of
Colorado waiting to use it, the microcalorim-
eter 1s a device which measures very small
amounts of heat radiated over a long period
of time.

Congress became involved in acquiring the
microcalorimeter when the Colorado Uni-
versity chemists discovered they would have
to use some of a $25,000 U.S. Public Health
Bervice grant to pay import duty for the
device.

Representative PETEr H, DoMINICK, Repub-
lican, of Colorado, introduced a bill to abolish
the duty.

The Colorado University chemists—Prof.
John R. Lacher, Associate Prof. Stanley J.
Gill and Assistant Prof. Mancourt Down-
ing—will use the device to study the heat
effect of energies, of chemical interaction
in large biological molecules.

“We also will use it to measure the heat
effects on germination of certaln seeds and
perhaps to discover what happens when the
seeds are subjected to radiation,” Gill
explained.

The chemists are engrossed in the' first
year of a 4-year project designed to tell
them something about the forces that deter-
mine the biological behavior of materials.

The microcalorimeter is essential to their
work.

This unique device has been developed
during the last 40 years by French physical
chemist, Prof. Edouard Calvet of Marseilles.
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Calvet’s instrument uses 1,000 tiny thermo-
couples, devices to detect temperature dif-
ferences, much like those found in home
furnaces connected to thermostats.

Calvet's microcalorimeter was shipped
from Marseilles January 15. Present loca-
tion is unknown.

DomMINIcK’s blll would allow the full
amount of the Federal grant to be used for
the research project. He sald it was "self-
defeating” for the Government to make
grants for scientific research with one hand
and take part of the grant back in the form
of customs duties with the other.

“Congress has recognized this contradic-
tory situation in other instances and has
waived the customs duty,” DoMmIiNICK sald.

REORGANIZATION PLAN NO. 2 OF
1962—MESSAGE FROM THE PRESI-
DENT OF THE UNITED STATES (H.
DOC, NO. 372)

The SPEAKER laid before the House
the following message from the President
of the United States, which was read
and together with the accompanying
papers, referred to the Committee on
Government Operations and ordered to
be printed:

To the Congress of the United States:

I transmit herewith Reorganization
Plan No. 2 of 1962, prepared in accord-
ance with the provisions of the Reor-
ganization Act of 1949, as amended, and
providing for certain reorganizations in
the field of science and technology.

Part I of the reorganization plan estab-
lishes the Office of Science and Tech-
nology as a new unit within the Execu-
tive Office of the President; places at the
head thereof a Director appointed by the
President by and with the advice and
consent of the Senate and makes provi-
sion for a Deputy Director similarly ap-
pointed; and transfers to the Director
certain functions of the National Science
Foundation under sections 3(a) (1) and
3(a) (6) of the National Science Founda-
tion Act of 1950.

The new arrangements incorporated
in part I of the reorganization plan will
constitute an important development in
executive branch organization for
science and technology. Under those ar-
rangements the President will have per-
manent staff resources capable of advis-
ing and assisting him on matters of
national policy affected by or pertaining
to science and technology. Considering
the rapid growth and far-reaching scope
of Federal activities in science and tech-
nology, it is imperative that the Presi-
dent have adequate staff support in
developing policies and evaluating pro-
grams in order to assure that science and
technology are used most effectively in
the interests of national security and
general welfare.

To this end it is contemplated that the
Director will assist the President in dis-
charging the responsibility of the Presi-
dent for the proper coordination of Fed-
eral science and fechnology functions.
More particularly, it is expected that
he will advise and assist the President
as the President may request with re-
spect to:

(1) Major policies, plans, and pro-
grams of science and technology of the
various agencies of the Federal Govern-
ment, giving appropriate emphasis to the
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relationship of science and technology to
national security and foreign policy, and
measures for furthering science and
technology in the Nation.

(2) Assessment of selected scientific
and technical developments and pro-
grams in relation to their impact on
national policies.

(3) Review, integration, and coordi-
nation of major Federal activities in
science and technology, giving due con-
sideration to the effects of such activi-
ties on non-Federal resources and
institutions.

(4) Assuring that good and close re-
lations exist with the Nation's scientific
and engineering communities so as to
further in every appropriate way their
participation in strengthening science
and technology in the United States and
the free world.

(5) Such other matters consonant
with law as may be assigned by the
President to the Office.

The ever-growing significance and
complexity of Federal programs in sci-
ence and technology have in recent
years necessitated the taking of several
steps for improving the organizational
arrangements of the executive branch
in relation to science and technology:

(1) The National Science Foundation
was established in 1950. The Founda-
tion was created to meet a widely rec-
ognized need for an organization to
develop and encourage a national policy
for the promotion of basic research and
education in the sciences, to support
basic research, to evaluate research pro-
grams undertaken by Federal agencies,
and to perform related functions.

(2) The Office of the Special Assistant
to the President for Science and Tech-
nology was established in 1957. The
Special Assistant serves as Chairman of
both the President’s Science Advisory
Committee and the Federal Council for
Science and Technology, mentioned
below.

(3) At the same time, the Science Ad-
visory Committee, composed of eminent
non-Government scientists and engi-
neers, and located within the Office of
Defense Mobilization, was reconstituted
in the White House Office as the Presi-
dent’s Science Advisory Committee.

(4) The Federal Council for Science
and Technology, composed of policy offi-
cials of the principal agencies engaged
in scientific and technical activities, was
established in 1959.

The National Science Foundation has
proved to be an effective instrument for
administering sizable programs in sup-
port of basic research and education in
the sciences and has set an example for
other agencies through the administra-
tion of its own programs. However,
the Foundation, being at the same organ-
izational level as other agencies, cannot
satisfactorily coordinate Federal science
policies or evaluate programs of other
agencies. Science policies, transcending
agency lines, need to be coordinated and
shaped at the level of the Executive
Office of the President drawing upon
many resources both within and outside
of Government. Similarly, staff efforts
at that higher level are required for the
evaluation of Government programs in
science and fechnology.
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Thus, the further steps contained in
part I of the reorganization plan are now
needed in order to meet most effectively
new and expanding requirements
brought about by the rapid and far-
reaching growth of the Government’s re-
search and development programs,
These requirements call for the further
strengthening of science organization
at the Presidential level and for the
adjustment of the Foundation’s role to
reflect changed conditions, The Founda-
tion will continue to originate policy pro-
posals and recommendations concerning
the support of basic research and educa-
tion in the sciences, and the new Office
will look to the Foundation to provide
studies and information on which sound
national policies in science and tech-
nology can be based.

Part I of the reorganization plan will
permit some strengthening of the staff
and consultant resources now available
to the President in respect of scientific
and technical factors affecting executive
branch policies and will also facilitate
communication with the Congress.

Part IT of the reorganization plan pro-
vides for certain reorganizations within
the National Science Foundation which
will strengthen the capability of the
Director of the Foundation to exert
leadership and otherwise further the ef-
fectiveness of administration of the
Foundation. Specifically:

(1) There is established a new Office
of Director of the National Science
Foundation and that Director, ex officio,
is made a member of the National
Science Board on a basis coordinate with
that of other Board members.

(2) There is substituted for the now
existing Executive Committee of the Na-
tional Science Board a new Execufive
Committee composed of the Director of
the National Science Foundation, ex
officio, as a voting member and Chair-
man of the Committee, and of four other
members elected by the National Science
Board from among its appointive
members.

(3) Committees advisory to each of
the divisions of the Foundation will
make their recommendations to the Di-
rector only rather than to both the Di-
rector and the National Science Board.

After investigation I have found and
hereby declare that each reorganization
included in Reorganization Plan No. 2
of 1962 is necessary to accomplish one or
more of the purposes set forth in section
2(a) of the Reorganization Act of 1949,
as amended.

I have found and hereby declare that
it is necessary to include in the reorgani-
zation plan, by reason of reorganizations
made thereby, provisions for the appoinit-
ment and compensation of the Director
and Deputy Director of the Office of
Science and Technology and of the Di-
rector of the National Science Founda-
tion. The rate of compensation fixed for
each of these officers is that which I have
found to prevail in respect of comparable
officers in the executive branch of the
Government.

The functions abolished by the provi-
sions of section 23(b) of the reorgani-
zation plan are provided for in sections
4(a), 5(a), 6(a), 6(b), and 8(d) of the
National Science Foundation Act of 1950.
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- The taking effect of the reorganiza-
tions included in the reorganization plan
will provide sound organizational ar-
rangements and will make possible more
effective and efficient administration of
Government programs in science and
technology. It is, however, impractica-
ble to itemize at this time the reductions
in expenditures which it is probable will
be brought about by such taking effect.
I recommend that the Congress allow
the reorganization plan to become ef-
fective.
JoHN F. KENNEDY.
Tuae WHITE Housg, March 29, 1962.

PROGRAM FOR WEEK OF APRIL 2,
1962

Mr. LANGEN. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAEER. Is there objection
to the request of the gentleman from
Minnesota?

There was no objection.

Mr. LANGEN. Mr. Speaker, I take
this time to inquire of the distinguished
majority leader as to the program for
next week.

Mr. ALBERT. Mr. Speaker, will the
gentleman yield?

Mr. LANGEN. I yield.

Mr. ALBERT. In response to the
gentleman I may say that the program
for next week is as follows:

Monday is Consent Calendar day, and
there are 13 suspensions as follows:

HR. 10162, amend Bretton Woods
Agreements Act.

H.R. 852, independent medical review
of veteran claims.

H.R. 857, appeal veterans’ claims.

"H.R. 10743, increase disabled veterans’
compensation.

HR. 10069, authorizing additional
prosthetic research.

H.R. 10788, amend section 204, Agri-
culture Act, 1956, relating to the regula-
tion of textile imports.

H.R. 946, oysters, loans to planters.

S. 860, agriculture, livestock and poul-
try diseases.

S. 10317, agriculture, license fees, per-
ishable commodities.

H.R. 8484, authorized site, Theodore
Roosevelt Birthplace;

H.R. 8567, trial boards,
Police.

H.R. 10062, extend the application of
certain laws to American Samoa.

H.R. 1171, public use of fish and wild-
life areas.

And I may advise the membership,
Mr. Speaker, these bills may not be called
in the order listed.

Tuesday is Private Calendar Day, and
we will also consider the second supple-
mental appropriation bill for 1962, and
ﬁlt?. 10700, to amend the Peace Corps

ct.

On Wednesday there will be a joint
meeting to receive the President of
Brazil; and on Wednesday, Thursday,
Friday, and Saturday H.R. 4999, Health
Professions Educational Assistance Act
of 1962, if a rule is reported.

Y?&R' 4441, expenses, payment to New

OrK.

U.S. Park
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‘This program, of course, is subject to
the usual reservation that conference
reports may be called up at any time.

Any further program will be an-
nounced later.

If the gentleman will yield further, in
connection with the announcement of
the distinguished guest of the Congress
on Wednesday, I will submit a consent
request.

Mr. Speaker, I ask unanimous consent
that it may be in order on Wednesday,
April 4, for the Speaker fto declare a
recess for the purpose of receiving in
joint meeting the President of Brazil.

The SPEAKER. Is there objection to
the requesti of the gentleman from
Oklahoma?

There was no cbjection.

ADJOURNMENT TO MONDAY, APRIL 2

Mr. ALBERT. If the gentleman will
yield further.

Mr. LANGEN. 1I1yield.

Mr. ALBERT. There is no further
legislative business for the week. In
view of that, Mr. Speaker, I ask unani-
mous consent that when the House ad-
journs today it adjourn to meet on Mon-
day next.

Mr. GROSS. Mr. Speaker, reserving
the right to object, the gentleman men-
tioned something about expenses to New
York. Whose expenses are being paid
to New York?

Mr. ALBERT.
gentleman yield?

Mr. GROSS. Yes; I shall be glad to
yvield.

Mr. ALBERT. That has to do with
the payment of certain expenses of cer-
tain New York police. It has nothing
to do with any trips to New York, I ad-
vise the gentleman from Iowa.

Mr. GROSS. 1 thank the gentleman
for that information. \

Now, can the gentleman give us any
idea as to the Easter recess? I have
waited a couple of weeks trying to find
out.

Mr. ALBERT. I hope the gentleman
will bear with us for at least 1 more week.

Mr. GROSS. That is about all I guess
I can do, bear with the gentleman. I
hope the gentleman can soon give us
some information about it, for I like to
make some plans in advance if I am going
to take a trip of a few thousand miles.

Mr. ALBERT. If the gentleman will
bear with us we will try to accommodate
him at a very early date.

Mr. GROSS. I thank the gentleman
and withdraw my reservation of objec-
tion. J

The SPEAKER. Is there objection to
the request of the gentleman from Okla-
homa that when the House adjourns to-
day it adjourn to meet on Monday next?

There was no objection.

Mr. Speaker, will the

NEW YORK STATE'S REFUSAL TO
CONFORM TO DRINKING AGE
LAWS OF ALL NEIGHBORING
STATES
The SPEAKER. Under previous or-

der of the House, the gentlewoman

from New Jersey [Mrs. Dwyer] is rec-
ognized for 15 minutes.
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Mrs. DWYER. Mr. Speaker, on eight
occasions within the past week I have
inserted in the CoNgRESSIONAL RECORD
a series of statements, together with
supporting news stories and editorials,
developing various aspects of the tragic
situation resulting from the State of
New York's refusal to conform its drink-
ing age law with that of 48 of the other
49 States of the United States, ineclud-
ing all of the States along its borders
and the Government of Canada.

The fact that New York State per-
sists in allowing 18-year-olds to con-
sume hard liguor, while all her neighbor
States prohibit drinking until the age
of 21, has created a chain of hundreds
of drinking havens around the borders
of that State to which hundreds of thou-
sands of young people from the age of
14 on up have flocked from New Jersey,
Connecticut, Pennsylvania, Massachu-
setts, and Vermont.

The consequences of these havens, and
of New York's stubbornness, has been a
rising tide of fatal and near-fatal auto-
mobile accidents involving young people
returning to their homes after drink-
ing sessions in New York. These are the
tangible tragedies, the countable conse-
quences of New York’s failure to act.
Beyond them, and of perhaps far greater
significance, are the countless family
misfortunes, the heartaches brought by
the moral and psychological dissolution
of young people who truly were not old
enough to drink.

Legally, Mr. Speaker, under the 21st
amendment to the U.S. Constitution,
the State of New York has exclu-
sive jurisdiction to regulate the trans-
portation, sale, and consumption of
alcoholic beverages within its own bor-
ders. There is nothing, direetly, that its
neighboring States or the Federal Gov-
ernment or the Government of Canada
can do to force New York to change its
teenage drinking law. But there are
moral and political considerations that
surpass the legal limitations, The five
States most directly involved have an
unavoidable obligation to protect the
lives and welfare of their own young
people who are lured across the border
into New York by that State’s free-and-
easy liquor laws. And New York cannot
rely on a legalistic States right argu-
ment to deny the validity of the interest
of all its neighbors in the damaging
impaect of New York’'s law.

Our interest in New Jersey, Mr.
Speaker, and in Pennsylvania, Connecti-
cut, Massachusetts, and Vermont, is the
fundamental one of self-preservation.
The interest of the Congress and of all
our sister States may be less basic but is
no less real and valid. It lies in the
preservation of the Federal system of
government which we have nurtured in
this country for 165 years. New York is
threatening the easy and cooperative
functioning of that system in a highly
sensitive area of interstate relations.
New York is forcing its sister States to
adopt extraordinary measures of law en-
forcement to cope with the problems cre-
ated by New York., New Jersey, for ex-
ample, is utilizing police roadblocks to
check on feenagers returning from New
York on Friday and Saturday evenings.
The results of one such check showed no
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less than 93 percent of teenagers who ad-
mitted to having consumed alcoholic
beverages in New York that evening.

Connecticut has the same problem.
The State.police this year have main-
tained a series of weekend roadblocks
along the length of the border it shares
with New York in an effort to discourage
teenagers from going to New York to
purchase liquor.

In Pennsylvania, Vermont, and Massa-
chusetts, the Connecticut and New Jer-
sey story is repeated. Increasing traffic
fatalities and other highway accidents
are directly related to teenagers drink-
ing in New York. Three of the first six
highway deaths in Connecticut this year
have been blamed on teenage drinking.
Nine deaths in New Jersey since last Sep-
tember involved teenagers returning to
the State after drinking in New York.
In one recent Vermont accident alone,
seven teenage boys were killed instantly
on their way back home from a drinking
session in New York. And this is only a
small sampling of the havoc New York is
wreaking on its neighbors.

This is not a new situation, Mr.
Speaker, but it has become increasingly
serious in recent years. It has led sev-
eral Governors to appeal repeatedly to
New York State to revise its drinking age
upward. Just last week, the Governors
of New Jersey and Pennsylvania joined
in a direct appeal to the Governor of
New York. The Governors of Connecti-
cut and Vermont have also done so. And
the New England Governors Conference
officially asked New York to comply with
the drinking age specified in the laws of
all their member States.

I have been actively involved in this
struggle myself since 19565, when I in-
troduced the first resolution adopted by
the New Jersey Legislature calling upon
the State of New York to raise its drink-
ing age. Later that year, I testified per-
sonally before a New York legislative
commiftee on the same subject. I have
discussed it both personally and by let-
ter with individual State legislators and
with the Governor of New York.

The reaction I have received—like
that received by all who have tried to
do something—has ranged from chilly
negativism to a meaningless form of
sympathy, meaningless because the sym-
pathy is seldom translated into any kind
of action by State officials with the au-
thority to do something.

This does not mean that the people of
New York are blind and deaf to the
appeals of ‘their neighbors or to the
tragedies brought about by their law-
makers’ refusal fo heed such appeals.
On the contrary, Mr. Speaker, all the
evidence supports the contention that
New Yorkers themselves oppose their
State's 18-year-old drinking age law. I
have received a great many letters from
residents of New York assuring me that
they and their friends support our efforts
to raise the drinking age from 18 to 21.
The Gannett newspapers, among many
others in the State, have carried on a
consistent campaign toward this objec~
tive. And my good friend, New York
State Assemblyman Russo, from Staten
Island—a major source for New Jersey
youngsters seeking illicit drink—who has
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introduced bills each year to make New
York's law conform to its neighbors, has
reported that the people of New York
are in favor of raising the drinking age
to 21 by a margin of 10 to 1. And
just this week, the Board of Supervisors
of Rockland County, N.¥.—the scene of
much out-of-State teenage drinking—
unanimously urged the State legislature
to raise the drinking age.

The discouraging fact is, Mr. Speaker,
that the New York Legislature and other
responsible State officials have so far
refused to listen even to their own people.
But there is too much at stake for any
of us to become discouraged. New York
will listen eventually, and it is up to
us—the Congress included—to bring that
eventuality about at the earliest possible
time. There have been enough studies,
hearings and consideration already given
in New York to the question of teenage
drinking. The time for action is now,
and I maintain that the way to get ac-
tion is to let the people know the awful
facts and to give voice to their cries of
outrage.

One of the most tragic of the facts,
and one that is often overlooked, is that
New York’s 18-year-old minimum drink-
ing age is not the real minimum. Chil-
dren, boys and girls of 14 and 15 and
16 are able to obtain alcoholic beverages
in New York with relative ease. This
situation, disclosed in actual interviews
with the boys and girls themselves and
common knowledge fo anyone familiar
with the facts of life in New York, de-
molishes one of the central contentions
of New York officials who oppose raising
the drinking age. These officials con-
tend, with some truth, that older teen-
agers are able to drink even in States
with a 21-year-old drinking law, by fal-
sifying their ages. But they could never
maintain, for obvious reasons, that this
“slippage’ extends to younger teenagers
in such States.

By no stretch of the imagination are
children of 14, 15, or 16 capable of han-
dling liguor without inviting disastrous
results. And these results are not ex-
clusively the rising tide of traffic fatali-
ties stemming from drinking in New
York. The far greater consequences,
often intangible and private in nature,
are essentially moral and psychological.

One other particularly disturbing fact,
Mr. Speaker, was revealed in a front-
page story in the Newark Evening News
whose very able New York correspond-
ent, Mr. Guy Savino, this week per-
formed a journalistic service in the high-
est traditions of the profession. Mr.
Savino learned that a private foundation
to which the New York State Liguor
Authority has frequently turned for
guidance on juvenile drinking has as its
executive director a man who is also
counsel for the New York Importers and
Distillers Association, an organization
Mr. Savino described as no stranger to
Albany.

The conflict of interest in this situa-
tion is blatantly apparent. The private
foundation, the Mrs. John H. Sheppard
Foundation, not only shares an office
with the Distillers Association but has
made a number of special studies for the
State Liquor Authority on which the
authority has quite apparently relied.
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And the authority has been a persistent
and forceful opponent of those who
would change New York's minimum age
to conform with the laws of surrounding
States.

As Mr. Savino describes it:

The liquor authority is considered one of
the chief reasons the legislature is deter-
mined not to change the New York law.

He also points out, from his wide first-
hand knowledge of New York politics,
that despite heavy attack on the author-
ity for its stand on teenage drinking it
has managed to exert considerable in-
fluence in Albany.

Mr. Speaker, I include the following
text of Mr. Savino’s story in the Newark
Evening News of March 27:

DringING STUDIES—ADVISER ON KIiQuor
Divines His TiuMe
(By Guy Savino)

New YorE~—A foundation to which the
State liquor authority has turned for guid-
ance on juvenile drinking has as its execu-
tive director a man who is also counsel for
a State liquor organization.

This man of dual responsibilities iz Lester
H. Schreiber. He simultaneously serves the
Mrs. John H. Sheppard Foundation, non-
profit organization that has made studies for
the ligquor authorlty, and the New York
Importers and Distillers Association, mno
stranger to Albany.

The association and the foundation share
offices with the Schreiber firm at 720 Fifth
Avenue,

A reporter calling at the office found the
name of Schreiber’s firm on the left-hand
side of the door and the whisky group's
name on the other. There was no mention
of the foundation.

The liquor authority has been one of the
sternest foes of those who would change New
York's minimum drinking age to conform
to that of surrounding States such as New
Jersey and Connecticut.

For many years the authority has been
under persistent attack on the age question.
But it has warded off such criticism and,
while doing so, has managed to exert con-
siderable influence in Albany.

The liquor authority 1s considered one
of the chief reasons the legislature is deter-
mined not to change the New York law.
In this State 18-year-olds are permitted to
drink at bars and to buy liquor in retail
stores. In every other State the age limit
is 21,

New Jersey, Pennsylvania, Vermont, and
Connecticut are fighting to get the New
York law changed. But their efforts are
making little headway against the powerful
front the lobbyists for the liquor industry
have erected in Albany.

An idea of the power of the lobby is
gleaned from the statement today by Assem-
blyman Lucio Russo, Republican, of Staten
Island, who each year introduces a bill to
make New York’s law conform to its neigh-
bors.

“The people of this State are 10 to 1 for
confdormity with other States,” said Russo.
“We are under terrific pressure from the
public. Something has to give. Now I am
certaln something will give. But it will
not happen this year—unless there is a
big change up in Albany. The whole situa-
tion is amazing.”

The outcries in New Jersey and other
States against the New York law are actually
repetitious of protests within the State.

In 1852 a Nassau County grand jury,
aroused over juvenile drinking and failure
of police and liquor authorities to do a
better job in keeping youngsters out of
bars, issued a stinging presentment.

The authority, according to the record,
sent a deputy commissioner, Michael J.
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Monz, a resident of Nassau, to confer with
the aroused people of the county.

Said the 1952 report:

“Mr. Monz expressed the opinion that
since no accurate knowledge of the character
and extent of the real problem appeared to
be avallable, it would be well to arrange for
a sclentific survey and study by a capable,
objective, and trustworthy organization.

“He & ted specifically that the
citizens’ committee seek from the Sheppard
Foundation support of a survey of that type
to be conducted by one of the local colleges.
His suggestions were accepted readily and
acted upon favorably.”

The Ifoundation then engaged Hofstra
College to study the use of alcohol by people
between the ages of 14 and 18 or 19 who live
in Nassau County.

The year 1952 brought an outery from
Buffalo, too. The citizenry angrily de-
nounced juvenile drinking, pointing to the
fact that at Angola-on-the-Lake, a resort
community, juveniles from other States were
taking advantages of the low age limit,
Like the grand jury in Nassau, a panel in
Erie County issued a blistering persentment.

‘Whereupon the ligquor authority designated

another deputy commissioner, William Bus-
caglia, to confer with the people of Erie
County.

Baid the

“He [Buwagun] pointed out that the sug-
gested survey should not be considered in any
sense a substitute for the performance of
official duty by any unit or agency of govern-
ment. Rather, he characterized it as a logieal
means of presenting an accurate analysis of
an involved soclal problem by ohjective scien-
tific procedures."

Continued the report:

“The Sheppard Foundation again re-
sponded promptly and a survey was there-
after undertaken by the University of Buf-
falo for the foundation.”

Both the Nassau and Buffalo reports were
completed. Both were thick with compila-
tions of statistical material. The sum and
substance of both was that not as
many juveniles as it is thought were drink-
ing, only a small percentage (by their own
admisslon) were intemperate and most of
them got thelr first taste of alcoholic bever-
ages at home.

The Sheppard Foundation has arranged
other studies for other States. One was
made In Wisconsin by the University of Wis-
consin. Another was made in Kansas by the
University of Eansas.

Thousands of high school students and
youths of high school age were questioned.

Schreiber told the News the foundation
is planning to move into New Jersey shortly
for a survey. What college has been selected
to make the survey is not known,

In its preface to the Wisconsin survey, the
foundation explained that it had been named
in honor of the late Jeanle Rumsey Sheppard
who once served on the State liquor author-
ity.

“These studles,” sald the foundation, “are
being made to cbtain factual scientific and
rellable data for the advancement of knowl-
edge and understanding of the use of alco-
holic beverages and to foster public education
for the promotion of temperance.

“The foundation was organized by her
friends to perpetuate her work and ideals,
and in recognition of her great eontribution
to State control of alcoholic beverages.”

The situation Mr, Savino describes is
too obvious fto require much comment
from me. It emphasizes in a most strik-
ing manner the urgent need for all who
are interested in decency, in the protec-
tion of our youth, and in respectful and
neighborly relations between the States,
to make their voices heard and their
infiuence felt in the capital of New York.
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In their own best interests, Mr.
Speaker, the State of New York and the
liquor industry in that State should act
now before the public outery brines ac-
tion of a different and more exireme

It is well to remind our friends in New
York that, while the Constitution pro-
hibits Federal legislation affecting the
internal regulation of drinking in in-
dividual States, the Constitution also
provides for amendments to that docu-
ment which would have force and effect
in all 50 States. BSince 48 of the 50
States already prohibit the serving of
liguor to teenagers, it may well be that
a constitutional amendment establish-
ing a uniform drinking age in the United
States would be sympathetically re-
ceived.

In any event, Mr. Speaker, this is a
situation which calls for immediate ac-
tion. We have already waited much too
long for New York State to respond to
the humanitarian appeals of its sister
States. It is time for Congress to act,
if only to give voice to the high moral
principles that have always been upheld
here in the Capitol by the representa-
tives of all the people.

EVEN THE LIBERAL WASHINGTON
POST CHARACTERIZES THE PRES-
IDENT'S $600 MILLION PUBLIC
WORKS PUMP PRIMING PROGRAM
AS A NEW WPA

Mr., LANGEN. Mr. Speaker, I ask
unanimous consent that the gentleman
from Florida [Mr. CramerR] may extend
his remarks at this point in the Recorp
and include extraneous matter,

The SPEAKER. Is there objection
to the request of the gentleman from
Minnesota?

There was no objection.

Mr, CRAMER. Mr. Speaker, hearings
are underway before the Public Works
Committee of the House, on which I
serve, on HR. 10318, providing for a $2
billion in standby capital improvements
program; and a Tecently proposed
amendment, which I can only interpret
as a sweetener, proposed only this last

Monday for $6 million more in public

works to be made available, $25 million
in fiscal year 1962, $350 million in 1963,
and $225 million in 1964, without rela-
tionship to continuing unemployment
generally, and goes so far as to propose
public works grants up to 100 percent of
the cost of any public works project,
Federal, State, or local.

The editorial appearing in the Wash-
ington Post today properly points out
numerous weaknesses in the proposal
and, in particular, the fact that it is
a warmed-over version of a program that
was discarded nearly 30 years ago, known
as the WPA.

Even George Meany, president of the
AFL-CIO, who testified before our com-
mittee today, admitted that over the
3-year period the bill would provide only
90,000 jobs directly for the estimated
unemployed which exceed 5 million,
using the following analysis:

The job-creating effect of public works
construction is about 100 on-site and off-site
man-years of work per $1 million of con-
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struetion expenditure. * * * Thus, this $600
million public works program could result
in a total increase in public works expendi-
tures of $900 million, including the £300
million in matching funds from the Btate
and local governments. It comld result in
the creation of about 90,000 on-site and off-
site jobs.

He goes on to suggest that the pur-
chasing power resulting would provide an
additional 135,000 jobs for a maximum
overall impact of approximately 225,000
jobs for the total 3-year authorization
period. This, of course, as is customary
for a spokesman for labor, is an opti-
mistic approach.

This obviously shows that this make-
work proposal is totally inadequate to
do anything substantial and certainly in-
sufficient to overcome the shortcomings
of the proposal itself. Therefore, I com-
mend the editorial to the attention of my
colleagues:

A New WPA?

The President’s recommendation for a $600
million public works program correctly diag-
noses the need for a stimulus to speed the
lagging recovery. His therapy is far more
dubious.

The high estimates of gross national prod-
uct in 1962 put out by the administration
have been guestionable from the beginning.
Events since January have made them more
questionable, and the administration seems
about to recognize this. Hence the President
proposes to spend a total of $600 million, of
which $25 million would go out in fiscal year
1062, if the Congress acts promptly, $350
milllon in fiscal 1963, $2256 milllon early in
fiscal 1964. The money is to be spent on
capital projects that can be quickly Initiated
or accelerated and that can be completed
within 12 months after startup. It is to
be spent in 958 areas comprising 38 percent
of the population.

A program of this sort has the earmarks
of economic Ineffectiveness and political
mischief. The immediate stimulation in
any case would be small—witness that only
$25 milllon would be spent In the next 3
monthe in the uncertaln case that the Con-
gress acts promptly. The money would be
spread very widely, over 88 percent of the
population, which works out at an average
of §8.60 per head in those areas. It will not
be concentrated on the real trouble spots.
To select projects by the criterion that they
can be terminated within 12 months means
to rule out from the start any new major
construction and many other high priority

jects. What this comes down to is a new
WPA, with priority on getting out the money
and only secondary regard for what is pro-
duced by it.

The political overtones of the proposal are
plainly audible. A wide range of localities,
far beyond the areas of greatest need, is
made eligible because that is the way to
bring on board the necessary number of leg-
islators. This means also that the admin-
istrator, whoever he may be, will have wide
latitude in selecting locations. Much money
will be wasted doing low priority things to
get done a few with high priority, Projects
based on such criteria of “need,” moreo'vur,
glve little hope of ever coming to a logical

end. Permanent pork barrel for the admin-
istration is the most likely end of the story.

The economy needs stimulation, but not
so desperately that time could not be spared
to look for a better way of applylng it.
Actlvity continues to go up, after all, and is
expected to keep going up. The Nation can
afford to do this in a way to get the most for
its money. In fact, given the urgent need
to raise productivity, it cannot afford to do
it any other way. The administration can
Justify a tax cut that would enlarge the
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now badly mutilated investment tax credit
for new equipment. It can justify public
works tures for well-selected public
investment that will increase output in later
years. Compared with these alternatives,
the WPA approach is the least attractive.
Almost 30 years after the invention of that
institution, the administration should be
able to think of something better.

“GOD IS REAL"

Mr. LANGEN. Mr. Speaker, I ask
unanimous consent that the gentleman
from Ohio [Mr. AvrEs] may extend his
remarks at this point in the Recorp and
include extraneous matter.

The SPEAKER. Is there objection
to the request of the gentleman from
Minnesota?

There was no objection.

Mr. AYRES. Mr, Speaker, I call to
the attention of my colleagues a book en-
titled “God Is Real.” This tells the
poignant story of the experiences of Dr,
Dallas F. Billington, founder and pastor
of the Baptist Temple in Akron, Ohio.

It has been my good fortune to know
Dr, Billington for many years. His book
is autobiographical. It is a graphiec por-
trayal of the life and times of a devoted
servant of God. If contains pertinent
commentary on our way of life, advice
and counsel, and a most interesting de-
scription of the struggles and success of
a man who has spent his lifetime helping
others through understanding.

The book is good reading. I highly
recommend it to my colleagues. The
Library of Congress card number is
62-13202. I am pleased that my home-
town of Akron has been chosen by Dr.
Billington as the place he has taken
“root” after extensive travels across the
Nation.

In these days when the emphasis is
on materialism, when fear and trepida-
tion stalk the world, the quiet, confident
counsel and the deep and abiding faith
of a man like Dr. Billington are inval-
uable. In an age when faith is assailed
daily with doubt, the reassurance of the
invulnerability of the Supreme Being is
a source of inspiration to all of us.

GREEK INDEPENDENCE DAY

The SPEAKER pro fempore (Mr.
GeorcE P, MiLLer). Under previous or-
der of the House, the gentleman from
New York [Mr. Ryan] is recognized for
10 minutes.

Mr. RYAN of New York. Mr. Speaker,
March 25 marked the 141st anniver-
sary of the start of the Greek War of
Independence. Throughout the war the
Greeks displayed the fighting talents of
which Homer sang and the individual-
ism which enlivened their ranks in the
Trojan War of antiguity. The deter-
mined stance of the outnumbered Greeks
served as an inspiration to 19th-century
liberals who flocked to the support of
Greek independence. Throughout Eu-
rope arms and money were channeled to
the cause of Greek freedom. Across the
Atlantic Jefferson and Monroe expressed
their earnest hope for the suceess of the
Greek revolt.

Four hundred years of Turkish op-
pression had only intensified the desire
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of the Greek people for independence,
and the battles of the Greek War of In-
dependence were savage. For 6 years
the war was bitterly fought in the moun-
tains and ravines by small bands of
guerrillas. Off the coast the Greeks and
Turks engaged in bloody naval skir-
mishes. The Greek partisans, aided by
European volunteers, were able to do so
well that Sultan Mahaud was forced to
call on help from the Mehemet Ali,
pasha of Egypt. The pasha, who used
Crete as a base of operations, was briefly
successful in employing his disciplined
troops against the Greek guerrilla bands.
However, the Greeks were soon rein-
forced. They united with British,
French, and Russian forces under the
able command of Lord Cochrane at sea
and General Church on land. The
Egyptians and Turks were decisively de-
feated by the naval forces of the allies
at the Battle of Navarino on October 20,
1827.

The success of the Greek revolution
served to hearten the liberals of the 19th
century even as the victory of allied
forces in Greece after World War II
inspired those dedicated to freedom in
the 20th century. In both struggles the
American Government was firm in its
commitment to the independence of the
Greek people and to the ideals of de-
mocracy. :

That the struggle for independence is
a continuing one no people know better
than the Greeks. After the triumph of
141 years ago, after having gained free-
dom from 400 years beneath the yoke of
the Oitoman Empire, Greece was still
to have her troubles with Turkey. In the
19th century and in the 20th there was
armed conflict between the two coun-
tries. Greece suffered most when, as one
of the Allies, she was the victim of a
combined Turkey and Germany. But
Greece again emerged independent.

In happy contrast today Greece and
Turkey are allied in the strugele to
maintain freedom. They are allied with
Western Europe, Canada, and the United
States in NATO.

Though the path of independence has
been a rocky one for the Greeks, true to
their heritage they have, nevertheless,
maintained their individuality, their ho-
mogeneity, their distinet culture, and
their faith in freedom. The influence of
ancient Greece on centuries of succeed-
ing generations has been stronger than
any other heritage of the Western World.
The aid which the Western World gave to
Greece in her struggle for independence
might be regarded as the payment in
part of a debt of the ages. All Western
civilization can trace its origins to an-
cient Greece. The cradle of democratic
government, the Greek city states are
studied today by political scientists trac-
ing the development of political institu-
tions back through the millenniums to
the first rule by the people, the demos,
still reflected in the word “democracy.”

In all phases of civilization today we
can trace the heritage back to ancient
Greek culture. In law, in language, in
literature, in the arts, in medicine,
athletics, in philosophy, in architecture,
in history itself, as well as in our politi-
cal institutions, we find fthe elements

and the inspiration of modern life. The

its influence on successive cultures, the
ideas of the early Greeks have been car-
ried forward down the centuries. The
Romans were unable to conguer the
Greek civilization. Rather were they in-
strumental in spreading it, and through
its incisive influence upon their own, all
succeeding cultures were enriched by it.
Homer can be traced through Virgil,
Dante, Milton, directly through the liter-
atures of Italy, France, England—all
modern literature in short. Greek
influence is indicated by the tiny in-
signia of physicians today. The staff
and serpent familiar as the mark of
medicine was that of Aesculapious,
the Roman god of medicine, identi-
fied with the Greek god of healing,
Asklepios. More scientifically, Hippoc-
rates of ancient Greece is today known
as “the father of medicine,” as Herodo-
tus is called “the father of history.”

The contributions of the Greeks to life
today are not, however, only those of the
past glories of ancient Greece, brought
down through the ages. There are those
brought to us by the Greek immigrants
to the United States. They averaged
less than 10 a year until 1870 and did
not begin to increase appreciably until
the early 20th century. There are in
this country today some million and a
balf Americans of Greek origin. Al-
though few in number, there were, never-
theless, men of reputation and ability
who early made contributions to the
country of their adoption. One, Michael
Anagnos, a great educator of the blind,
was the subject of many public eulogies
at the time of his death in 1906. The
founder of a Greek school in Boston, be
became the son-in-law of Dr. Samuel
Gridley Howe and Julia Ward Howe.
He was the founder of the Perkins
Institute for the Blind; and in 1900
represented both his own institution and
the U.S. Government at the Interna-
tional Congress of Teachers and Friends
of the Blind which met in Paris

Other schools and educational or-
ganizations were founded by the Greeks
in America and led to the comment that
they were seekers after wisdom, a phrase
which so aptly reminds us of the debt
of the ages to Socrates and his world
of ancient Greece.

Among the physicians of note whom
Greece has given fto America is Dr.
Papanikolaou, famous for his long
recognized contributions to the field of
cancer research. There is Dr. L.
Hadjopoulos, with his record of bril-
liance, who was connected with Bellevue
and other hospitals in New York.

New York has been well aware of those
of Greek origin who have made reputa-
tions in various fields of endeavor: re-
search chemists, bacteriologists, lawyers,
athletes, musicians. There is the world
famous Dimitri Mitropolous.

The revival of Greek culture during
the Renaissance greatly enriched the
civilization of the Wsetern World. Its
influence is apparent all around us. In
Washington the Library of Congress
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building is considered an outstanding
specimen of Renaissance architecture.
But for a direct copy of the architecture
of ancient Greece what more beautiful
edifice can be found than the Lincoln
Memorial?

Greece has always shown devotion and
admiration for America and her people.
Ever since the Greek war of independ-
ence there has been an appreciation of
the practical sympathy and support
which the Americans then evidenced.
The bonds of sympathy stretch back to
the birth of democracy in ancient
Greece, the heritage in the greatest
democracy in modern times, and the
truly democratic nature, temperament,
and upbringing of the people of Greece
as well as those of America.

In the quality of their performance
and in endurance, whether it be in phi-
losophy, in political contributions, art,
architecture, literature, or the pursuit
of freedom, the Greeks since ancient
times have excelled. This excellence
may be directly attributable to the over-
riding quality of the Greek character—
the emphasis upon the independence of
the individual. It is that independence
which we honor. And it is, indeed, in
the struggle for the preservation of an
order in which the independence of the
individual is respected that the whole
Western World is today united.

PERSECUTION OF SOVIET JEWS

The SPEAKER pro tempore. Under
previous order of the House, the gentle-
man from New York [Mr. HALPERN] is
recognized for 15 minutes.

Mr. HALPERN. Mr. Speaker, no-
where are the Soviets more vulnerable
than in their claims that the U.S.S.R.
is a freely established union of many
nationalities, a union wherein the prin-
ciple of self-determination is respected
as a fundamental human right.

The Soviets never tire of making this
extraordinary claim.

Their constitution flatly asserts the
guarantee of freedom to national
minorities.

Their laws reinforce this assertion.

And, in their political propaganda they
labor to the point of nausea the fallacy
that self-determination of peoples is a
principle of Soviet policy. In contrast,
they declare that the United States is
an imperialistic colonial power seeking
only the enslavement of man.

On numerous occasions in the past I
have discussed in speeches from this
floor of Congress the oppressive colonial
nature of the Soviet system.

I have cited the case of Soviet oppres-
sion of Lithuanians.

I have pointed out the enormity of
Soviet oppression of Ukrainians.

Today, I again want to turn my atten-
tion to another Soviet minority group,
the Jews, a people who have suffered
miserably under Soviet rule; a people
who now are faced with prospects of a
heightened anti-Semitic campaign.

The Soviet 1eaders claim that all na-
tional groups in the U.S.S.R. have the
right of cultural freedom.

What, then, is the present state of cul-
tural freedom for the Jews?
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Let me say at the beginning that the
present state of cultural freedom for the
Jews is now as it has been for decades—
almost totally nonexistent.

The Soviet Government has had one
solitary goal regarding Soviet Jewry: to
destroy the Jewish consciousness; to ob-
literate the feeling among Jews of hav-
ing a common identity; and to force
upon them complete and total assimila-
tion into their totalitarian, godless way
of life.

The Soviet Government has continued
a longstanding policy of what could be
called de-Judaization. In continuous
pursuit of this policy the Soviets abol-
ished ¥Yiddish schools, liquidated institu-
tions dedicated to the study of Jewish
history and literature, denied the right
of Jews to publish their language, and
destroyed the vigorous and culturally
important Yiddish theater.

More than all of this, the Soviets have
struck at the heart of Jewish religious
life, the synagogue. There is no freedom
of religion in the Soviet Union, that is,
no freedom to perpetuate religion. The
only existing freedom is that which gives
the state the right of antireligious propa-
ganda so that in the course of time the
religious faith of the 212 million Jews
will be so eroded under constant Soviet
attacks that the driving force of Jewish
unity, belief in one God, and faith in the
common destiny of the Jewish people,
will be weakened and the idea of Jewish
existence disintegrate and vanish.

American observers now returning
from the Soviet Union attest to the fact
that the number of synagogues has been
reduced practically out of existence. Let
me quote from a report by Harrison
Salisbury, correspondent for the New
York Times, after his recent tour of the
Soviet Union. Mr. Salisbury recalled
that the Jewish community in Kiev, the
capital of the Ukraine, once used to be
the great center of Jewish life and cul-
ture and had many synagogues. Today,
he said, a single synagogue survives in
the heart of the old Podol, the poor Jew-
ish quarter of the city. And what is the
condition of this synagogue? It is a
small building, he tell us, rundown and
worn, on a neglected side street. Mr.
Salisbury then records this dialog:

“Is this the only synagogue in Elev?" a
recent visitor asked in surprise.

“Oh, no, there are others,” said the tough-
visaged administrator of the congregation,
probably a nominee of the state security
apparatus.

A beurded ancient with a black skullcap
shook his head sadly and muttered: “That is
not true.”

The other synagogues, it finally developed,
were two meeting rooms—one on the second
floor and the other to the rear in a kind of
storage building. Unfortunately, the keys
could not be found so that these “beautiful
rooms,"” as the administrator described them,
could not be shown.

“Have any synagogues been closed re-
cently?” the administrator was asked.

He shrugged his shoulders and said he had
not heard of any. It might be true. Per-
haps there were not enough people to support
4 synagogue.

“We have complete freedom to worship or
not to worship,” he sald belligerently. ‘'Just
as you have in America.”

“How many members are there in the con-
gregation?” he was asked.
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“We keep no statistics,” was the reply.

“How many Jews are there in Kiev?"

“Ask the city council. That is not our
business.”

The old man with the beard and the skull
cap shook his head in resignation.

This is a sad story indeed. It records
the act of purposeful destruction of the
religious life of one of our great world re-
ligions, Judaism.

But, the range of Soviet attacks on So-
viet Jewry has extended far wider than in
the cultural and religious fields. Soviet
Jews have long suffered exclusion from
diplomatic careers in the Soviet state.
They have experienced grave discrimina-
tions in admissions to schools of higher
learning. What has made discrimination
of this dimension so easy has been the
Soviet practice of clearly indicating on
all official papers the designation of the
person’s ethnic origin.

The universal character of world
Jewry, and particularly the establish-
ment of Israel, has provided the Soviet
Government with a convenient excuse
for oppressing Soviet Jews. One familiar
charge frequently made against Soviet
Jews is that they consort with foreign
agents and engage in treasonable ac-
tivities. In November of last year Row-
land Evans, Jr., disclosed so perceptively
and brilliantly in the pages of the New
York Herald Tribune the most recent
Soviet attempt to discredit Soviet Jewry.
He reported the incident, previously kept
secret from the outside world, that Ge-
dalia Rubinovich Pechersky, a leader
of the Leningrad Jewish community,
along with two subordinates, was ar-
rested in June 1961 and at a secret trial
in October convicted of treason. Trud,
one of the leading Soviet newspapers,
finally revealed the nature of their crime
in an article dated January 19, 1962, en-
titled “Zionism: A Mask for Spies.” This
article declared that members of the
Israeli Embassy in Moscow had allegedly
engaged in espionage activities. Trud
made this charge:

Facts show that the subversive activity of
members of the Israell Embassy the
Soviet Union is conducted with the knowl-
edge of the Israeli Government and on the
orders of their transoceanic masters.

The article went on to say:

Being in complete economic and political
dependence on the U.S. lmparlsllsta the Is-
raell Zionists have co!
their home and Ioreisn polloy “to the inter-
ests of the transatlantic bosses. The Zionist
organization and parties of Israel have actu-
ally become branches of the American in-
telligence service.

After making this broad assault on
Israel as well as the United States, the
article got down to specific charges:

Soviet citizens Pechersky, Dynkin, and Ea-
ganov, recruited by the members of the Is-
raell Embassy, have recently been exposed.
It has been irrefutably established during the
trial that besides collecting and handing over

' spy information to the Israeli diplomats, the

traitors Pechersky, Dynkin, and Kaganov
spread rumors and inventions slurring the
Soviet political and public system and circu-
lated anti-Soviet literature published in
Israel, which they received secretly from
staffl members of the Israell Embassy, Prat,
Sharett, and others. They have also con-
fessed * * * that the tapes with recordings
of slanders against Soviet life confiscated
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from them were specially prepared for their
masters, who planned to use it for anti-
Soviet propaganda. ;

The article concluded with this inflam-
matory exhortation against alleged
treasonable activities of Soviet Jews:

The Soviet people are incensed by the be-
havior of the Israell diplomats, who are using
their trips in the U.S.8.R. and meetings with
Soviet citizens for subversive activity. It is
high time for the Zionist provocateurs to
realize that their subversive activity against
the Soviet Union arouses the wrath and
contempt of all Soviet people, regardless of
nationality.

There seems to be little doubt that this
recent attack on the Jewish community
leaders of Leningrad represents ominous
forebodings for the future of Soviet
Jewry. Indeed, Rowland Evans specu-
lates that this attack could be, in his
words, “a harbinger of a new anti-Jew-
ish campaign.”

Another straw in the wind to show the
present mood of the Soviet Government
is the recent report of March 19 by
Theodore Shabad, the New York Times
correspondent in Moscow, that the So-
viets have prohibited the sale of matzoh
from state-operated bakeries. True, to
the non-Jew this restriction may seem
unimportant. But matzoh is the tradi-
tional unleavened bread which is so vital
a part of the Jewish Passover festival.
And to the practicing Jew, this recent
Soviet restriction represents another as-
sault on his religious beliefs and an at-
tempt to further erode Judaism from the
life of Soviet Jewry.

In the light of these facts that I have
brought out here today, certainly the
much-voiced Soviet claim of freedom of
national minorities has a hollow sound.

There is no genuine freedom for the
national minorities in the Soviet Union.
These national groups are consistently
faced with the calculated Soviet cam-
paign of erosion of their identities.

Can the Soviet Jews withstand the
corrosive force of Soviet discriminatory
policies?

That is, of course, a serious question
that Jews throughout the world now ask
themselves.

But, of one thing we can all be confi-
dent, and it is that the Jewish people
have for thousands of years survived
tyrannies.

It is not now a question of whether,
they, as a people, will survive the tyran-
nical regime of the Soviets that now
seeks their extinction. There can be no
doubt that they will. The gquestion is
whether we, the American people, Jew
and non-Jew, can sit back, sympathetie,
yes, but perhaps too passive in our reli-
ance on our confidence in their eventual
survival,

This is a dastardly form of blatant
persecution—one which ecalls for loud
voices of protest by our Government, by
our officials, by our citizenry, and by free
peoples everywhere.

By publicly decrying this maltreat-
ment we will contribute immeasurably
to the awakening of the world to another
vicious example of the true nature of
the Communist way of life.

This is my purpose today: To protest
before this great forum of the American
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people this malireatment of our fellow
man and I do so with all the vehemence
that is within me.

MEANS TEST IN FEDERAL
PROGRAMS

Mr. LANGEN. Mryr. Speaker, I ask
unanimous consent that the gentleman
from Missouri [Mr. CurTis] may exiend
his remarks at this point in the REcorp
and include extraneous matter,

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Minnesota?

There was no objection.

Mr. CURTIS of Missouri. Mr, Speak-
er, one of the major arguments advanced
by those who favor the King-Anderson
bill for limited hospital insurance under
social security is that the present Kerr-
Mills Act involves a degrading means
test. The Secretary of Health, Educa-
tion, and Welfare used this line of argu-
ment in testifying before the Ways and
Means Committee last July:

Requiring older people who have always
been finanecially independent to undergo a
means test, with its investigation of their
personal circumstances, when serious illness
strikes, denlies them dignity and self-respect
in their days of retirement.

Some of the Secretary's supporters,
notably our former colleague, Aime Fo-
rand and his senior citizens groups, have
attacked the EKerr-Mills bill for requiring
& pauper's oath. Mr. Speaker, the
pauper’s oaths, if such they are, are cre-
ated by the States under present welfare
laws. The Kerr-Mills Act permits them
to liberalize existing means tests. It
helps older people meet their medical
bills so they can stay off relief. Instead
of denigrating this fine piece of legis-
lation, the people who are really con-
cerned with the health problems of our
aged should be pressing for broader im-
plementation of the Kerr-Mills Act at
the State level.

Mr. Speaker, while I have favored
liberalizing means tests where their im-
pact is harsh or unjust, I firmly believe
in the principle of a means test as do
most Americans. Our programs
health, education, and welfare should be
focused where there is proven need. We
must introduce a scale of priorities in

.our social expenditure. The Federal

Government cannot afford to distribute
benefits indiscriminately without refer-
ence to an established scale of needs.
Both sound fiscal management and
social justice point toward the insti-
tution of a fair means test. And, Mr.
Speaker, this is.the conclusion previous
Congresses and administrations have
reached time and time again. I submit
for consideration the following listing of
Federal programs financed from general
Tevenue and incorporating a means test.
I have omitted the annual means test
we all face in the income tax as well as
the OASDI earnings fest. When we re-
view the facts, can we in all fairness say
that these tests are degrading? Or
should we conclude that they help us
direct assistance to those who are really
in need.
OLD=-AGE ASSISTANCE

This program generally provides Fed-

eral funds for State programs under
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which needy aged persons are given
money to be used to purchase food, cloth-
ing, and shelter, and under which medi-
cal care is provided.

To be eligible for a Federal contribu-
tion, the State must submit a plan, one
requirement of which is as follows:

(10) if the State plan includes old-age
assistance—

(A) provide that the State agency shall, in
determining need for such assistance, take
into consideration any other income and re-
sources of an individual claiming old-age
assistance;

(B) include reasonable standards, con-
sistent with the objectives of this subchapter,
for determining eligibility for and the ex-
tent of such assistance; and * * * (42UB.C.
302(a)(10)).

The means test for the medical assist-
ance for the aged not on old-age assist-
ance is also contained under this sec-
tion. It provides as follows:

(D) include reesonable standards, con-
sistent with the objectives of this subchapter,
for determining eligibility for and the extent
of such assistance (42 U.S.C. 802(a)(11)

D)).
( ) ) AID TO DEPENDENT CHILDREN

This program provides for Federal
contributions to the States for needy
dependent children, including a tem-
porary program for the children of un-
employed parents.

As in the old-age assistance program,
the State must submit a plan, one re-
quirement of which is as follows:

(7) provide that the State agency shall, in

etermining meed, take into consideration
any other income and resources of any child
claiming aid to dependent children.

Eligibility for the parents of such chil-
dren is limited as follows:

(11) provide, effective October 1, 1950,
that no aid will be furnished any individual
under the plan with respect to any period
with respect to which he is receiving old-age
asslstance under the State plan approved
under section 302 of this title (42 U.S.C.
602(a) (7) and (11)).

AID TO THE BLIND

This program provides for Federal
contributions to State programs in be-
half of needy individuals who are blind.

As in the old-age assistance program,
the State must submit a plan, one re-
quirement of which is as follows:

(8) provide that the State agency shall,
In determining need, take into consideration
any other income and resource of the in-
dividual claiming aid to the blind; except
that, in making such determination, the
State agency shall disregard either (i) the
first $50 per month of earned income, or (ii)
the first $85 per month of earned Income plus
one-half of earned income in excess of §85
per month (42 U.S.C. 1202(a)(8)).

Eligibility for an individual is limited
as follows:

(7) provide that no aid will be furnished
any individual under the plan with respect
to any period with respect to which he is
receiving old-age assistance under the State
plan approved under section 302 of this title
or aid to dependent children under the State
plan approved under section 602 of this title
(42 USB.C. 1202(a)(T)).

AID TO THE PERMANENTLY AND TOTALLY

DISABLED

This program provides Federal con-
tributions for State programs under
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which needy permanently and totally
disabled individuals receive assistance.
As in the old-age assistance program,
the State must submit a plan, one re-
gquirement of which is as follows:

(8) provide that the State agency shall, in
determining need, take into consideration
any other income and resources of an in-
dividual claiming ald to the permanently and
totally disabled (42 U.S.C. 1852(a)(8)).

Eligibility for an individual is limited
as follows:

(7) provide that no aid will be furnished
any individual under the plan with respect
to any period with respect to which he is
receiving old-age assistance under the State
plan approved under section 302 of this title,
ald to dependent children under the State
plan approved under section 602 of this title,
or aid to the blind under the State plan
approved under section 1202 of this title (42
U.S.C. 1852(a)(7)).

LOW-RENT HOUSING

Under this program, the Public Hous-
ing Administration is authorized to make
loans to public housing agencies for the
development, acquisition, or administra-
tion of low-rent housing for persons of
low income.

In making the loans, the administra-
tion retains the right to maintain the
Jow-rent character of the housing
project.

A low-income family is defined as:

(2) The term “families of low income”
means famillies who are in the lowest income
group and who cannot afford to pay enough
to cause private enterprise in their locality
or metropolitan area to build an adequate
supply of decent, safe, and sanitary dwell-
ings for their use (42 U.8.0. 1402(2)).

Determinations of eligibility for ten-
ancy in these projects is determined as
follows:

(8) Every contract made pursuant to this
chapter for annual contributions for any
low-rent housing project initiated after
March 1, 1949, shall provide that—

(a) the public housing agency shall fix
maximum income limits for the admission
and for the continued occupancy of families
in such housing, that such maximum income
Iimits and all revisions thereof shall be sub-
ject to the prior approval of the Administra-
tion, and that the Administration may re-
quire the public housing agency to review
and to revise such maximum income limits
if the Administration determines that
changed conditions in the locality make
such revisions necessary in achieving the
purposes of this chapter;

(b) a duly authorized official of the pub-
lic housing agency involved shall make pe-
riodic written statements to the Administra-
tion-that an investigation has been made of
each family admitted to the low-rent hous-
ing project involved during the period cov-
ered thereby, and that, on the basls of the
report of said investigation, he has found
that each such family at the time of its
admission (1) had a net family income not
exceeding the maximum income limits there-
tofore fixed by the public housing agency
(and approved by the Administration) for
admission of families of low income to such
housing; and (ii) lived in an unsafe, insani-
tary, or overcrowded dwelling, or was to be
displaced by any low-rent housing project
or by any public slum-clearance, redevelop-
ment, or urban renewal project, or through
action of a public body or court, either
through the enforcement of housing stand-
ards or through the demolition, closing, or
improvement of & dwelling unit or units, or
_actually was without housing, or was about
to be without housing as a resulf of a court
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order of eviction, due to causes other than
the fault of the tenant: Provided, That the
requirement in (ii) shall not be applicable
in the case of the family of any veteran or
serviceman (or of any deceased veteran or
serviceman) where application for admission
to such housing is made not later than Octo-
ber 1, 1861;

(c) in the selection of tenants (i) the
public housing agency shall not discriminate
against families, otherwise eligible for ad-
mission to such housing, because their in-
comes are derived in whole or in part from
public assistance and (ii) in initially select-
ing families for admission to dwellings of
given sizes and at specified rents the public
housing agency shall (subject to the pref-
erences prescribed in sec. 1410(g) of this
title) give preference to families having the
most urgent housing needs, and thereafter,
in selecting families for admission to such
dwellings, shall give due consideration to
the urgency of the families' housing needs;
and

(d) the public housing agency shall make
periodic reexaminations of the net incomes
of tenant familles living in the low-rent
housing project involved; and if it is found,
upon such reexamination, that the net in-
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conflict who meet service requirements
and the following income limitations:

Annual income
Monthly
pension
More than— Equal to or less
than—

| VL LS $85
$600. -| $1,200. 70
$1,200. ... $1,800. 40

Source: 38 U.8.C. 521(b).

If the veteran is married or has a
child or children, he would be eligible
for the following pension if he meets the
following income limitations:

Annual income Monthly pension
More |Equaltoor| 1 de- 2 de- 3 de-
than— | less than— | pendent | pendents | pendents
$1,000. $60 $95 $100
$1,000 .. $2,000. 75 75 kil
$2,000....-- $8,000_ 45 45 45

comes of any such families have incr d
beyond the maximum income limits fixed by
the public housing agency (and approved by
the Administration) for continued occu-
pancy in such housing, such families shall
be required to move from the project (42
US.C. 1415(8) (a), (b), (c), and (d)).
FARM HOUSING

Under this program, the Secretary of
Agriculture is authorized to extend fi-
nancial assistance through the Farmers
Home Administration to owners of farms
in the United States to construct, im-
prove, or repair farm dwellings and out-
buildings.

To be eligible for assistance the farmer
must meet the following requirements:

{(c) In order to be eligible for the assist-
ance authorized by subsection (a) of this
section, the applicant must show (1) that
he is the owner of a farm which is without
& decent, safe, and sanitary dwelling for him-
self and his family and necessary resldent
farm labor, or for the family of the operating
tenant, lessee, or sharecropper, or without
other farm buildings adequate for the type
of farming in which he engages or desires
to engage; (2) that he is without suficient
resources to provide the necessary housing
and bulldings on his own account; and (3)
that he is unable to secure the credit neces-
sary for such housing and buildings from
other sources upon terms and conditions
which he could reasonably be expected to
fulfill (42 U.8.0C. 1471 (c)).

SCHOOL-LUNCH PROGRAM

The purpose of this program is to
safeguard the health and well-being of
the Nation’s children and to encourage
the domestic consumption of nufritious
agricultural commodities.

Lunches served by schools participating in
the school-lunch program under this chap-
ter shall meet minimum nutritional re-
guirements prescribed by the Secretary on
the basis of tested nutritional research.
Buch meals shall be served without cost or
at a reduced cost to children who are deter-
mined by local school authorities to be
unable to pay the full cost of the Iunch.
No physical segregation of or other dis-
crimination against any child shall be made
by the school because of his inability to pay.
(42 U.S.C. 1758).

VETERANS PENSIONS

Pensions are paid to veterans of World
War I, World War II, or the Korean

Source: 38 U.B.C. 521(c).

The widow of a veteran of World War
I, World War II, or the Korean conflict
who meets the service requirements or
who at the time of his death was receiv-
ing compensation or retirement pay for
a service connected disability is entitled
to a pension if she meets the following
income limitations:

Annual income
Monthly
pension
More than— Equal to or less
than—

................. $60
................. e SRS A 45
$1,200_ . ... $1,800 25

Source: 38 U.8.C. 541(b).

If the widow has one child, she would
be entitled to the following pension if
she meets the following income limita-
tions: ]

Annual income
e Monthly
pension
More than— Equal to or less
than—

BLODD. ..chiemsnnnnin $75
$1,000. .. 60
2,000 <o $5,000. oo oo meniaans 40

Source: 38 U.5,0. 51 ().

A child of a veteran of World War I,
World War II, or the Korean conflict
who meets service requirements or who
was entitled to receive compensation or
retirement pay for a service connected
disability would be entitled to a pension
of $35 a month ($15 per month for each
additional child), the total distribution
of which would be to the child in equal
shares, provided the child's annual in-
come does not exceed $1,800.

In determining annual income under
this chapter, all payments of any kind
or from any source—including salary,
retirement or annuity payments, or sim-
ilar income, which has been waived, ir-
respective of whether the waiver was
made pursuant to statute, contract, or
otherwise—shall be included except—
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(1) payments of the six-months’ death
gratuity;

(2) donations from public or private re-
lief or welfare organizaions;

(3) payments under this chapter, and
chapters 11 and 13 (except section 412) of
this title;

(4) payments under policles of United
States Government life insurance or Na-
tional Service Life Insurance, and payments
of servicemen's indemnity;

(6) lump sum death payments under sub-
chapter II of chapter 7 of title 42;

(6) payments to an individual under
public or private retirement, annuity, en-
dowment, or similar plans or programs equal
to his contributions thereto;

(7) amounts equal to amounts paid by a
widow or child of a deceased veteran for—

(A) his just debts.

(B) the expenses of his last illness, and

(C) the expenses of his burial to the ex-
tent such expenses are not reimbursed under
chapter 23 of this title;

(8) proceeds of fire insurance policies.
(38 U.S.C. 503).

VETERANS HOSPITAL OR DOMICILIARY CARE AND
MEDICAL TREATMENT

The Administrator, within the limits
of the Veterans’' Administration facili-
ties, may furnish hospital care which he
determines is needed to—

(1) a veteran of any war for service-con-
nected disability incurred or aggravated
during a period of war, or for any other dis-
abiilty if such veteran is unable to defray
the expenses of necessary hospital care (38
U.8.C. 610(a) (1)).

Note that the determination of in-
ability “to defray the expenses of neces-
sary hospital care” is made under ad-
ministrative regulations.

OTHER PROGRAMS

While these programs do not contain
a means test as such, they are intended
to help the needy.

Indian Health:

Hereafter the Secretary of the Interior
is authorized, in his discretion and under
such rules and regulations as he may pre-
scribe, to make advances to old, disabled,
or indigent Indian allottees, for their sup-
port, to remain a charge and lien against
their land until paid; such advances for
fiscal years after 1939 to be made from ap-
propriations specifically available for such
purposes (256 U.S.C, 306a).

SURPLUS FOOD PROGRAMS

The law authorizes the appropriation
of funds to encourage the exportation
and domestic consumption of agricul-
tural products:

Such sums shall be maintained in a sep-
arate fund and shall be used by the Secre-
tary of Agriculture only to * * * (2) en-
courage the domestic consumption of such
commodities or products by diverting them,
by the payment of benefits or indemnities
or by other means, from the normal chan-
nels of trade and commerce or by increasing
their utilization through benefits, indem-
nities, donations or by other means, among
persons in low income groups as determined
by the Secretary of Agriculture (7 U.S.C.
612¢).

To prevent waste of commodities in
private stocks or acquire through price-
support operations by the Commodity
Credit Corporation before they can be
disposed of in normal domestic chan-
nels without impairment of the price-
support program or sold abroad at com-
petitive world prices:

The Commodity Credit Corporation is au-
thorized, on such terms and under such
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regulations as the Secretary of Agriculture
may deem in the public interest * * * (3)
in the case of food commodities, to donate
such commodities to the Bureau of Indian
Affairs and to such State, Federal, or pri-
vate agency or agencles as may be desig-
nated by the proper State or Federal author-
ity and approved by the Secretary, for use
in the United States in nonprofit school-
lunch programs, in nonprofit summer
camps for children, in the assistance of
needy persons, and in charitable institu-
tions, including hospitals, to the extent that
needy persons are served (7 U.S.C. 1431).

It is under the authority of the above
two provisions that the President’s pilot
food stamp plan is being carried out.

MATERNAL AND CHILD HEALTH SERVICES

The law authorizes appropriations
“for the purpose of enabling each State
to extend and improve, as far as prac-
ticable under the conditions of such
State, services for promoting the health
of mothers and children, especially in
rural areas and in areas suffering from
severe economic distress”—42 U.S.C.
701,

This program requires the States to
submit a State plan which, while not
setting forth a means test, does require
the State plan to “(7) provide for the
development of demonstration services
in needy areas and among groups in spe-
cial need”—42 U.S.C. 703(a).

SERVICES FOR CRIFFLED CHILDREN

The law authorizes appropriations “for
the purpose of enabling each State to
extend and improve (especially in rural
areas and in areas suffering from severe
economic distress), as far as practicable
under conditions in such State, services
for locating crippled children, and for
providing medical, surgical, corrective,
and other services and care, and facil-
ities for diagnosis, hospitalization, and
aftercare, for children who are crippled
or who are suffering from conditions
which lead to crippling”—42 U.S.C. 711.

CHILD WELFARE SERVICES

The law authorizes appropriations “for
the purpose of enabling the United
States through the Secretary to coop-
erate with State public-welfare agencies
in establishing, extending, and strength-
ening public-welfare services (herein-
after this subchapter referred to as
child-welfare services) for the protection
and care of homeless, dependent, and
neglected children, and children in dan-
ger of becoming delinquent”—42 U.S.C.
721.

NATIONAL DEFENSE EDUCATION ACT LOAN

PROGRAM

This program authorizes Federal
grants to universities and colleges for
the purpose of making loans to students:
“(1) such a loan shall be made only to
a student who (A) is in need of the
amount of the loan to pursue a course
of study in such institution”—20 U.S.C.
425(b) (1) (A).

TREATMENT OF NARCOTIC ADDICTS

In providing treatment to narcotic
addicts:

Any such addict may be required to pay
for his subsistence, care, and treatment at
rates fixed by the Surgeon General and
amounts so paid shall be covered into the
Treasury of the United States to the credit
of the appropriation from which the ex-
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penditure for his subsistence, care, and treat-
ment was made. Appropriations available
for the care and treatment of addicts ad-
mitted to a hospital of the Service under this
section shall be available, subject to regula-
tions, for paying the cost of transportation
to any place within the continental United
States, including subsistence allowance while
traveling, for any indigent addict who is
discharged as cured (42 U.S.C. 260(b)).

WITHHOLDING OF TAX ON DIVI-
DENDS AND INTEREST

Mr. LANGEN. Mr. Speaker, I ask
unanimous consent that the gentle-
woman from Ohio [Mrs. BoLToN] may
extend her remarks at this point in the
Recorp and include extraneous matter.

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Minnesota?

There was no objection.

Mrs. BOLTON. Mr. Speaker, like
many of my colleagues I have received
an avalanche of mail in opposition to
the proposed withholding of a 20-percent
tax on dividends and interest as provided
in HR. 10650. The minority report of
Republican members of the House Ways
and Means Committee describes this
plan as an “administrative monstrosity.”
The phrase is a masterpiece of under-
statement.

As the proposal stands, injustice will
be done to a tremendous number of our
citizens. The Government will receive
withholding money belonging to people
who do not have a tax to pay and cannot
file for an exemption certificate. If these
people are to obtain the amount with-
held which is rightfully theirs, they
would have to file a claim for refund. If
the Treasury gives these claims the at-
tention they deserve, the refunds will be
slow in coming, The cost of examining
and paying the claims will be out of all
proportions to revenue derived. The
Treasury cannot honor the claims with-
out investigation in fairness to all tax-
payers.

A huge percentage of the amount
withheld is so small that a claim for re-
fund is not justified. One Ohio savings
and loan association made a study of its
accounts and found 57 percent of them
received less than $20 interest in 1961 at
a 4-percent rate.

Many other taxpayers entitled to de-
duct the amounts withheld will not elaim
the deduction from their tax because
they will not understand how to make
the deduction. The net result is that
the Treasury will be the beneficiary of
money to which it has no legal right
which will mean actual hardship to
many individuals and heavy expenses to
companies and banks.

The burden of administration falls up-
on all who pay interest and dividends—
savings and loan associations, banks, cor-
porations, et cetera. The Treasury has
stated these organizations will be per-
mitted to use the money withheld for a
short period of time and by employing
it, be compensated for their extra ex-
pense. That, Mr, Speaker, borders on
the ridiculous and the absurd.

Mr. Speaker, there are many reasons
why this tax bill should not be enacted
in its present form, but this provision
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for withholding on dividends and inter-
est is foremost among them. It is my
earnest hope that the bill will be re-
committed.

TAX REFORM LEGISLATION

Mr. LANGEN. Mr. Speaker, I ask
unanimous consent that the gentleman
from Indiana [Mr. HARvEY] may extend
his remarks at this point in the REcorp
and include extraneous matter.

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Minnesota?

There was no objection.

Mr. HARVEY of Indiana. Mr. Speak-
er, the administration, by the very na-
ture of the provisions in H.R. 10650, has
recognized a need for tax reform legis-
lation. Certainly if this Nation is to
prosper and maintain industrial suprem-
acy, Congress has the responsibility to
provide business and industry with a tax
climate conducive to sound economic
growth.

The captains of American industry are
charged today with the responsibility for
providing 1 million new jobs each year.
Inasmuch as the administration’s tax
proposal relates in part to the problem
of industrial expansion, this bill, in my
opinion, is probably one of the most im-~
portant domestic issues facing us this
session, In an effort to meet the needs
of an expanding labor market, this bill
suggests an expedient subsidy for indus-
try, through the introduction of the 7-
percent tax credit for new investment.

One might be led to believe that all
phases of business and industry will
share in the opportunity to participate
in the tax credit for new investment;
actually this is not the case. A token
3-percent tax credit for new investment
has been awarded to public utilities
whereas, on the other hand, the con-
struction industry will not be permitted
the privilege of participation. The tax
credit feature in this bill is highly dis-
criminatory and can only lead to future
tax proposals in order to provide similar
tax credits to the businesses which have
been barred in this legislation.

Careful examination of the content in
this proposal has revealed to me that the
small businessman engaged in either a
service or distributive type of enterprise
will receive practically little or no tax
relief at all.

Twice in 15 months the administra-
tion has requested the Congress to raise
the ceiling on the national debt limit;
twice the Congress has responded favor-
ably, Now we are approached and asked
to support a bill that will guarantee a
substantial tax loss to the Treasury with,
I might add, many limited, discrimina-
tory, tax-relief features.

If the administration is genuinely in-
terested in providing industry with a tax
climate that will enable our economy to
enjoy an increased rate of growth, I
suggest the adoption of a general tax
reform proposal, such as the type pro-
posed during the last session, the Her-
long-Baker bill. Only in this way, in
my opinion, will our economy absorb the
expanding labor market and provide the
Treasury with increased revenue that is
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so vital o meeting the problem of the
balance of payments.

I wish to also voice displeasure over
the proviso which would withhold taxes
on dividends and interest. There has
been no demonstrated proof that enough
revenue would be received from evaders
of these taxes to even pay the additional
personnel needed to administer and
police such a program.

I had hoped that HR. 10650 would be
recommitted to the House Ways and
Means Committee so that consideration
could be given to the tax problems of
small business as proposed by me in H.R.
10376. This bill, H.R. 10376, if enacted,
would provide much needed tax relief
for small business through reduced rates
for the small businessman.

COMMITTEE ON GOVERNMENT
OPERATIONS

Mr. GONZALEZ. Mr. Speaker, I ask
unanimous consent that the Committee
on Government Operations may have
until midnight tomorrow to file its re-
port entitled “Overseas Military Infor-
mation Programs.”

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Texas?

There was no objection.

CREATION OF FEDERAL FAIR EM-
PLOYMENT PRACTICES COMMIS-
SION

Mr. GONZALEZ. Mr. Speaker, I ask
unanimous consent that the gentleman
from California {Mr. SHELLEY] may ex-
tend his remarks at this point in the
Recorp and include extraneous matter.

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Texas?

There was no objection.

Mr. SHELLEY. Mr, Speaker, today I
am introducing a bill to authorize estab-
lishment of a Federal Equal Employment
Opportunity Commission which is in-
tended to take steps to eliminate dis-
crimination in employment opportunity.
In my mind, establishment of such a
Commission is one of the most efficacious
ways to obtain the social and economic
benefits of fair employment practices in
our Nation.

Mr. Speaker, I join with a number of
my colleagues in the introduction of this
proposed legislation, because I have seen
firsthand the operation of such a com-
mission in San Francisco and California.
Experience shows that these two com-
missions actually have worked well to
eliminate discrimination on account of
race or religion by promoting the volun-
tary compliance among our people.

Equal employment opportunity is the
opening of the doors to all our people on
an equal basis for jobs which are avail-
able in our industries, our service organ-
izations, and employment units.

Mr. Speaker, I firmly believe, the re-
fusal to employ an applicant competent
to do the work solely because of his race,
country of origin, or age, is diametrically
opposed to the American principle of
liberty and justice for all. It is also a
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contribution to lessened efficiency and
success of our national endeavors.

To my way of thinking, Mr. Speaker,
discriminatory practices in employing
an individual which assumes that a
member of a minority racial or ethnic
group cannot or should not be permitted
to rise above a certain job classification,
without regard to education, intelli-
gence, personality, and capability is un-
sound economically and morally wrong.
‘When such practices exist, they deprive
individuals in the United States from
achieving the jobs to which they are
best prepared by ability and inclination.
Such practices deprive our country of
much needed talent. Such practices,
relegating an individual to drawing
water or hewing wood for his lifetime
because of his race, color, or creed, not
only deprives individuals of positions
commensurate with their capacity, and
to depress their standards of living, but,
as well, operates to the serious defri-
ment of the development and growth of
this country.

Mr. Speaker, one often hears that
good behavior cannot be legislated. In-
herent in this argument is the overlook-
ing of legislation as an educational tool.
An equal employment opportunity law
does more than prohibit prejudiced
behavior—the closing of opportunity
solely because of race or national origin
or religion or age. Individuals subject
to the law adapt to the law and savor
its full meaning. The penalties of the
law are only a minor part of its in-
fluence. Individuals learn from laws,
accommodate themselves to them and
come to accept them as normal human
behavior.

Our experience in California, where
we have had antidiscrimination legis-
lation for some years, amply brings out
the point that good laws create good
habits in accordance with the intent of
the legislation. With such a statute on
the books many employers are quife
willing to hire the best qualified ap-
plicant without reference to race, color,
or creed. Many employers with whom
I have discussed the situation in Cali-
fornia have told me that they do not
give any consideration to such factors
as race, religion, or ethnic background
in selecting qualified employees. At the
same time the existence of the Fair Em-
ployment Practices Act fortifies and
justifies his selection.

Mr. Speaker, relatively speaking, once
such legislation is in effect, not many
complaints are brought to the commis-
sion. The San Francisco Commission on
Equal Employment Opportunity began
functioning during the middle of 1957.
It was the first fair employment prac-
tices law adopted in California. It con-
tinued operation until the middle of
September of 1960. The San Francisco
commission was terminated because of
the enactment by the California State
Legislature of the State Fair Employ-
ment Practice Act in September 1959,
which provided that local commissions
were allowed 1 year to terminate their
pending cases. During the operation of
the San Francisco commission, some
90 complaints were filed. A number
of these complaints were found to be
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without adequate foundation and of
those remaining the great bulk of them
were satisfactorily adjusted with em-
ployment of the aggrieved party or other
forms of settlement ranging from col-
lection of backpay or the processing of
the complaint through normal company
procedures. In no case did a complaint
of diseriminatory employment practice
reach the state of an open hearing,

Mr. Speaker, the first executive direc-
tor of the San Francisco commission was
Edward Howden. With the formation of
the California Division of Fair Employ-
ment Practices, he was chosen as division
chief. Under his able and devoted lead-
ership, complaints with the State divi-
sion, excepting five, have been resolved
through investigation, conference, and
conciliation, without public disclosure of
the names of the parties and without
public hearings.

Based on the successful record of these
two commissions in California, and those
in other States and cities in the United
States, I feel it may be statistically dem-
onstrated that such a Federal commis-
sion would insure great rewards to the
people and economy of our Nation.

Mr, Speaker, several times over the
years I have been asked why I have
strong feeling relative to the creation of
such a governmental commission. A
factor going into my belief occurred in
my childhood. I have very vivid recol-
lections of my father telling me of some
of his personal experiences when he first
came to this country as a young im-
migrant from Ireland; how as a husky,
healthy man of 21 or 22 years of age he
had come to this land of freedom and
opportunity in about 1889 or 1890 and
was shocked by signs “No Irish need ap-
ply.” How in other instances he would
not be hired when the prospective em-
ployer found he was a Catholic. These
stories, told me as a young boy, shocked
me—and when they were related to me
by my father, who became an American
citizen on the very first day he was eli-
gible to do so and was proud that he
picked this country as his own.

I have seen in my lifetime other cases
of discrimination, Mr. Speaker, based on
religion, race, color, or years of maturity.
Is it not about time we stopped this and
became the great country in all ways?

Perhaps, Mr. Speaker, the achieve-
ments of a Federal Commission will be
best marked—as I believe they are in
State and local commissions—by the
opening of new doors of employment op-
portunity to those who never have nor
will approach a commission with a com-
plaint, but who have and will benefit
from the growing awareness in the
United States of the existence of fair
employment practices commissions.

Mr. Speaker, I would like to say a
few additional words about the need of
this legislation to protect the older
worker—who indeed may be no older
than 40 or 45 years of age—in his quest
for employment. This prejudice against
the mature or older worker who has lost
his job in most cases through no fault of
his own is one of the toughest to combat,
in some cases because there might be an
additional cost toward the pension fund
because of the older age. The additional
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cost of group insurance on account of
workers in the higher age brackets is
quite small and where the fund is vested,
as most of them are, there may be no ad-
ditional cost at all.

Mr. Speaker, in steadiness, and in per-
formance, these mature or older work-
ers have generally established themselves
as the backbone of the labor force. Dis-
crimination against hiring such workers,
once they are laid off in the ebb and flow
and vicissitudes of business, creates un-
warranted hardship. The committee bill,
which I have the honor to introduce and
cosponsor, bars discrimination on ae-
count of age along with discrimination
because of color, religion, and national
origin, to the end that equal opportunity
shall exist for our entire working popu-
lation.

It is my sincere hope that the vigilance
of our laws, Mr. Speaker, and the aware-
ness of our citizens will not terminate
until our fellow Americans are protected
in the right to employment on a merit
basis alone.

EIGHTIETH ANNIVERSARY OF THE
KENIGHTS OF COLUMBUS

Mr. GONZALEZ. Mr, Speaker, I ask
unanimous consent that the gentleman
from Rhode Island [Mr. FoecarRTY] may
extend his remarks at this point in the
Recorp and include extraneous matter.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man from Texas?

There was no objection.

Mr. FOGARTY. Mr. Speaker, today
marks the 80th anniversary of the
Enights of Columbus.

The story of the Knights of Columbus
begins on January 16, 1882, in the parish
rectory of St. Mary's Church in New
Haven, Conn. The good that would
come of a selective, pledge-bound or-
ganization of Catholic men had been
realized by one of the priests of the
Parish, Rev. Michael J. McGivney, the
renowned but humble founder of this
great order. He resolved to meet the
need of the times by recommending the
formation of an organization founded
on principles in harmony with church
and church regulations, a Catholic or-
ganization combining fraternal benefits
with initiation and selective membership
features. Losing little time in the con-
templation of the good things such a
society could accomplish, Father Me-
Givney set about the task of bringing it
into existence. He invited nine men of
the parish to talk it over with him. They
met at the rectory on January 16, 1882.
In a little more than 2 months after the
first informal meeting, on March 29,
1882, the charter of the Enights of Co-
lumbus was granted and approved by
the general assembly of the State of
Connecticut.

The purposes for which the Knights
of Columbus was founded by Father
Michael J. McGivney and those asso-
ciated with him as stated in the charter
were these:

(a) Of rendering pecuniary ald to its
members, their families and beneficiarles of
members and their families;
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(b) Of rendering mutual ald and assist-
ance to its sick, disabled and needy mem-
bers and their families;

(c) Of promoting social and Intellectual
intercourse among its members and their
families, and

(d) Of promoting and conducting educa-
tional, charitable, religious, social welfare,
war relief and welfare, and public relief
work.

Thus was born the order which has
grown in the 80 years that have passed,
to a membership of 1,150,000 Catholic
men in nearly 5,000 councils in all of the
50 States, all of the Provinces of Canada,
in Newfoundland, Mexico, Cuba, Pana-
ma, Puerto Rico, and the Philippine Is-
lands.

It was the intention of the founders
of the order to confine its activities to the
State of Connecticut. Fate decreed
otherwise.

Council No. 21 was to have been in-
stituted in Stonington, Conn., on the
15th of April 1885. On the eve of that
date a fire destroyed the building in
which the ceremonies were to be held.
This incident, considered a misfortune at
first, was a turning point in the history
of the order. Since no other hall was
available in Stonington, the officers in
charge of the institution, the candidates
and the visitors moved across the bound-
ary to our State, Rhode Island, and car-
ried out their scheduled program in
Westerly. The unit remained there and
became known as Narragansett council,
the first council ever formed outside the
confines of the State in which the order
was founded. With the institution of
Narragansett Council No. 21, the idea
developed that the order should spread to
every State in the Union.

From this humble beginning the order
has expanded in Rhode Island until at
the present time there are 35 councils
with a total membership of close fo
15,000.

On April 23, 1893, the Rhode Island
State Council was formed. Representa-
tives of the six councils then in existence
went into session and elected the first
State officers. They included: State
chaplain, Rev. William B. Meehan, of
Leo council; State deputy, Miles A. Mc-
Namee, of Tyler council; State secretary,
Eugene J. McCarthy, of LaSalle council;
State treasurer, Thomas F. Clarke, of
Delaney council; State warden, Thomas
Cowley, of Narragansett council; and
State advocate, J. Joseph Crofton, of
Newman council., Thirty-nine addi-
tional State deputies have headed the
order in Rhode Island during the inter-
vening years up to the present time.
Rhode Island has been honored by the
election of four supreme directors during
these years. Our first State deputy,
Miles McNamee, served as supreme di-
rector in 1893, Matthew J. Cummings
service in this office covered the years of
1902 and 1903. Charles P. McAlevy was
supreme director from 1924 through 1930
and James W. McCormick, Rhode Is-
land’s sole living supreme director, served
the order from 1945 through 1955.

Seventeen of Rhode Island’s past State
deputies are still living. The dean of this
select group is the Honorable Edward P.
Quigley, president of the Providence
City Council who this year celebrated
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50 years membership in the order.
Dr. William L. Callahan, superintendent
of the Burrilleville School System, is
also marking his golden anniversary of
membership this year. Other living past
State deputies in the chronological order
of their service are: James W. McCor-
mick, John B. O'Rourke, Thomas J. Cur-
ley, Donald J. Murray, James F. Stewart,
William J. Lynch, Dr. James A. O’Leary,
Joseph A. McGarry, Sylvester A. Pezzul-
lo, Joseph H. Driscoll, Leo A. Warburton,
Peter J. Barrett, Anthony Giannini,
Irvin S. EKane and Paul V. McPeak.
James R. McCloskey of East Providence
is the present State deputy.

His Excellency Russell J. McVinney,
the most reverend bishop of the diocese
of Providence, addressed a letter to the
Enights of Columbus which appeared in
the Providence Visitor on March 23
which stated in part:

My Feunow EKENIGHTS: When Reverend
Michael MeGivney and his friends conceived
the idea of a Soclety of Catholic laymen
which would, through its dedicated member-
ship, promote, defend and vindicate Cath-
olic thought and the Catholic way of life,
th&y did not in their most sanguine dreams
envision the vigorous influential society we
know to be the present Knights of Columbus.
United in fraternity, charity, and patriotic
loyalty, the Enights of Columbus are in-
deed exemplars of the virtues dearest to the
Catholic American heart. Never have they
been found wanting,

I would reecho these warm senti-
ments of tribute of Bishop McVinney
coupled with personal genuine felicita-
tions to my brother knights of Rhode
Island and throughout the order on this
29th day of March 1962, which marks
the glorious 80th anniversary of the
Knights of Columbus, an order dedi-
cated and inspired in its service to God.

Mr. Speaker, the Reverend Edmund
Fitzgerald, chaplain of Delaney Council
No. 57 of the Knights of Columbus, has
sent to me a copy of a resolution passed
by the General Assembly of the State of
Rhode Island. Under leave to extend my
remarks I include that resolution, fo-
gether with the covering letter from
Father Fitzgerald:

DELANEY Councin No. 57,
ENIGHTS OF COLUMBUS,
Pawtucket, R.I.,, March 16, 1962.
Hon.JoHN E. FOGARTY,
U.S. House of Representatives,
Washington, D.C.

Dear M. FoearTY: At the request of De-
laney Council 57, the Rhode Island General
Assembly passed the enclosed resolution on
the occasion of the BOth anniversary of our
order, which is to be celebrated on March 29.

Since you were our honored guest at the
fourth degree exemplification in Newport
last June (and are recognized as an out-
standing member of the fourth degree your-
self), we thought you might want to have
some mention of the 80th anniversary made
in Congress on or near the 29th of the month,

‘We also felt that you might be good enough
to have the Rhode Island resolution inserted
in the CoNoRESSIONAL RECORD, 80 that all may
gee and know how highly our State regards
our venerable order.

Many thanks for your kind help in this
project.

‘With a fraternal blessing,
Rev, EpMunp H. FITZGERALD,
Chaplain.
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HovseE REsoLUTION 1436

Resolution of the General Assembly of the
State of Rhode Island and Providence
Plantations, extending to the Enights of
Columbus personal congratulations upon
the occasion of the 80th anniversary of the
founding of the Knights of Columbus

Whereas the general assembly wishes to
take this occasion to extend personal con-
gratulations upon the occasion of the
80th anniversary of the founding of
the Enights of Columbus, whose charter
was granted by the General Assembly of the
Btate of Connecticut on March 29, 1882;
and

Whereas on March 29, 1962, the more than
1 million members of the Knights of Colum-
bus in the more than 5,000 councils in the
United States, Canada, Cuba, Mexico, Puerto
Rico, Panama, and the Philippines will ob-
serve this anniversary; and

Whereas it is recognized by country,
church, community, and fellow men,
acknowledging contributions made by the
Enights of Columbus in the fields of religion,
soclal welfare, youth work, and patriotic
endeavor; and

Whereas we of the general assembly now
honor and commemorate the efforts, energy,
and enthusiasm of the members of the
Knights of Columbus, a Catholic fraternal
order, in their work of citizenship and
charity which so add to the State of Rhode
Island and the well-being of our people;
and

Whereas we of the general assembly assure
our citizens that they should be grateful
for the fine record of economic, social, and
spiritual values the organization has made to
this State and the Nation for the past
80 years. “Charity, wunlty, fraternity,
and patriotism™ are the basic principles of
the organization, and we express our sincere
wish that the Enights of Columbus shall
continue to enjoy an existence, abundant
with usefulness, productivity and well di-
rected endeavor in the service of God and
the Nation; requesting the secretary of state
to transmit to the Knights of Columbus a
duly certified copy of this resolution.

Attest:

AvgusT P. LAFRANCE,
Secretary of State.

TARIFF COMMISSION SHOULD BE
SUPPORTED

Mr. GONZALEZ. Mr, Speaker, I ask
unanimous consent that the gentleman
from Connecticut [Mr. MoNacaN] may
extend his remarks at this point in the
Recorp and include extraneous matter,

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man from Texas?

There was no objection.

Mr. MONAGAN. Mr. Speaker, on Feb-
ruary 28, 1962, the U.S. Tariff Commis-
sion issued a finding which recommended
an increase from 20 to 35 percent in the
duty on imports of foreign produced pins.

A major portion of the U.S. manu-
facturers of pins are located in my dis-
trict and this finding of the Tariff Com-
mission was welcome since the increase
in volume of low-wage imports has had
a serious effect upon business and em-
ployment in our area.

The recommendation of the Tariff
Commission will go to the President for
action, and before taking action, the
President will consult with the Trade
Policy Committee.
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In support of the finding of the Tariff
Commission, I have written the follow-
ing letter to all the members of the Trade
Policy Committee and it is my earnest
hope that they will recommend to the
President that he sustain the action of
the Tariff Commission:

MarcH 21, 1962.

DEAR MR. SECRETARY: The U.S. Tariff Com-

mission has reported to the President that
an increase in duty from 20 to 85
percent is necessary to remedy the Injury
sustained by the stralght pin Industry as a
result of trade agreement concessions. In
this report, dated February 28, 1962, the Com-
mission specifically found serious injury to
domestic iIndustry. In 1957, the Tariff Com-
mission had found a threat of serious in-
jury.
I am deeply concerned about this matter
because some of the largest pin producing
plants in the country are in my district and
this distriet is one of labor surplus and in
some sectlons has been classed as a “de-
pressed area.” The continually increasing
volume of these low-cost imports will in-
evitably have an effect upon business activity
and employment in our area. The Commis-
slon has found that the volume of imports is
50 percent greater in 1961 than it was in 1956.
It is essential that this increase be held un-
der control, Imports now constitute one-
third of the domestic market.

It is significant to note that the net profits
of domestic products declined from 5.6 per-
cent of net sales in 1957 to 1.8 percent in
1960.

It is my understanding that the Trade
Policy Committee, of which you are a mem-
ber, presently has this case under considera-
tlon for a recommendation to the President.

The Tarif Commission is cautious about
making findings in cases such as the instant
one and, therefore, when a finding of serlous
injury has been made, it has the greatest
significance. In view of this finding and
having in mind the injury which will come to
employment and business activity through
the increased volume of imports, I strongly
urge you to review this matter with care, and
to recommend to the President that he ap-
prove the report and recommendations of the
Tariff Commission.

Sincerely yours,
JOHN 8. MONAGAN,

THE EUROPEAN COMMON MAR-
KET—A CHALLENGE TO AMER-
ICA

The SPEAKER pro tempore. Under
previous order of the House, the gentle-
man from New Jersey [Mr. THOMPSON]
is recognized for 30 minutes.

Mr. THOMPSON of New Jersey. Mr,
Speaker, the European Common Market
undoubtedly is one of the greatest chal-
lenges to historic American trade policies
and practices which has developed in
the entire history of our country.

‘This administration has put forward
constructive proposals in answer to the
challenge of the European Common
Market.

One of the finest analyses of the com-
plexities underlying the foreign trade
challenges facing the United States to-
day was made in the address by John
8. Stillman, Deputy to the Under Secre-
tary, U.S. Department of Commerce, to
the fourth annual midwinter industrial
conference sponsored by the industrial
management clubs of southern New
f:!‘lséey, at Pennsauken, N.J., January 20,




1962

Because of the light this speech sheds
on the basic problems which face our
country today as a result of the devel-
opment of the European Common Mar-
ket, T include this speech here for the
information of my colleagues:

Appress BY JOHN S. STILLMAN, DEPUTY TO
oHE UNDER SECRETARY, U.S. DEPARTMENT
oF COMMERCE, TO THE FOURTH ANNUAL
MDWINTER INDUSTRIAL CONFERENCE SPON-
SORED BY THE INDUSTRIAL MANAGEMENT
CLues oF SoUTHERN NEW JERSEY, JANUARY
20, 1962, PENNSAUKEN, N.J.

I am indeed happy to be with you, and
to participate in this important conference
on “Tomorrow's Industrial World.”

On behalf of and Under
Becretary Gudeman, I wish to thank your
Frank Thompson, and the

John Scudder, for asking our Depa.rtment
to tdke part in such an interesting and
worthwhile program. I was honored to be
chosen as the Secretary's representative.

You are to be commended on your choice
of subject matter today. It shows how en-
lightened and forward-looking are the busi-
nessmen of south Jersey. In fact although
many of my colleagues on the New Frontier
are gathered in the Armory in Washington
tonight with President Kennedy and his
Cabinet to celebrate the first anniversary of
his inaugural, I have no regrets about being
here instead, to discuss some of the prob-
lems posed for our Nation by the European
Common Market, and to tell you of some of
the things the Eennedy administration has
done to promote business and industry—
both here at home, as well as overseas—in
our first year in office.

Your program lists my toplc as “The Eu-
ropean Common Market—A Challenge to
America.” I shall explain what it is, and
how It has developed, and then point out
that, while we welcome the development of
this new economic and political force whose
ultimate aim is a United Europe—which
aim U.S. policy has fostered since its in-
ception, as a great bulwark in the free
world's struggle against Soviet expansion—
it is Indeed a challenge to the health of
our economy because of its threat to our
exports.

Following that, in order to lay the founda-
tion for an explanation of the new trade
program being proposed this year to re-
place the Reciprocal Trade Agreements
Act—originally passed in 1834 and expiring
this summer—I shall outline the vital im-
portance of exports to our balance of pay-
ments problem, as well as to the economy of
our country to your State, and to these
five countles.

I shall briefiy describe our Department’s
efforts to increase exports, and such detalls
as have been announced of the proposed
new trade legislation, including the pro-
posals to alleviate any dislocation caused
to specific firms, or their employees, by
increases in competitive imports resulting
from trade liberalization wunder the new
program. This legislation will be known as
the Trade Expansion Act of 1962, and will
shortly be submitted to the Congress with
A special message from the President. Our
Department has been working closely with
other agencies of the Government in pre-
paring this new approach to tarif nego-
tiations, and in studying its impact on our
economy.

Finally, I shall be glad to answer ques-
tions on these subjects, on the state of
the Nation’s business, or on any other aspect
of the work of our Department, or the pro-
gram of the administration,

Three decades ago, in the early days of
the New Deal, the plethora of new Federal
agencies created to deal with the domestic
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problems arising out of the depression were
often jocularly referred to as “alphabet
soup.” Now, we have the same problem of
throwing around initials when we get into
the international economic field in Europe
with EEC, EFTA, OEEC, OECD, and GATT.
I don't want to get into the internatlonal
defense treaty organizations—such as
NATO, SEATO, and CENTO, any of the
U.N. organizations, or economic or political
groupings in other areas of the world—it's
enough to explain the differences between
the first five, because they are all essential
to understanding the Jjargon of world
trade.

In order to understand how the European
Common Market came into being in 1857,
we have to go back to the beginning of the
post-World War II period. At the war’s end,
most of the industrialized countries of West-
ern Europe were faced with great physical
destruction and economic dislocation—
bombed-out factories, housing in rubble,
disrupted transportation and communica-
tion facilities, a neglected agriculture, and a
demoralized population. Although the
needs of the European nations for industrial
goods were great, they lacked sufficient in-
ternational monetary reserves—gold and
dollars—with which to buy critically needed
goods to rebuild thelr economies, and they
had little to sell abroad to earn the neces-
sary dollar exchange. For the United States
was almost the only source of supply.

The United States, inspired by the most
laudable humanitarian motives, undertook
many measures to help the devastated coun-
tries rebuild their industrial plant and re-
gain viable economies. The most import-
ant of such measures was the phenomenally
successful Marshall plan—proposed by Sec-
retary of State Marshall in a speech at the
Harvard commencement in June 1947.

Under the Marshall plan, you will recall,
the United States provided Western Europe
with dollar aid with which to buy food, ma-
chinery, and other American commodities.
We also provided a great deal of production
know-how, with many prominent American
businessmen to explain it, including our
Secretary of Commerce, Luther Hodges, then
an executive of Marshall Field's Fieldstone
Mills, The Marshall plan was known offi-
clally as the European recovery program, the
ERP. You will also recall that, when the
Marshall plan was proposed, it was the ex-
pressed view of the U.S. Government that it
was the business of the Europeans to take
the initiative in preparing a joint recovery
program.

The Western European countries, accord-
ingly, met in Paris in 1947 where they drew
up a joint recovery program, and, in April
1948, they formed the OEEC, the Organiza-
tion for European Economiec Cooperation,
to carry out the ERP. At the same time,
in April 1948, the Economic Cooperation
Act, implementing the Marshall plan, was
adopted by the U.S. Congress.

In the same year that the Marshall plan
was proposed, 1947, the United States also
took the lead in proposing an approach to
the solution of international trade problems
through a reduction in the many kinds of
trade barriers, tariffs, quotas, etc., with the
aim of expanding world trade. The United
States Invited other major trading nations to
participate in mnegotiating the General
Agreements on Tariffs and Trade (GATT),
a multilateral trade agreement which was
concluded at Geneva in 1947 by 23 coun=-
tries, and which entered into force in Janu-
ary 1948. The GATT provides general trade
rules and schedules of tariff concessions for
each participating country. The rules pro-
tect the concessions from nullification or
impairment, At the end of 1961, there were
44 members of GATT. Together, they ac-
count for over B0 percent of the international
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trade of the whole world. Their schedules of
tariff concessions cover about 70,000 items.
(The U.S. schedule has about 4,000 items.)
The Common Market nations are among the
signatories to GATT.

The year 1947 which saw the inception of
the GATT, of the Marshall plan, and of the
OEEC was the point for Western
Europe. Under the leadership of Paul-Henri
Spaak of Belgium, and of Jean Monnet and
Robert Schuman of France, and of other far-
sighted Europeans, the movement for Euro-
Ppean economic and political cooperation and
unity developed rapidly. The rate of eco-
nomic recovery also proceeded at a quick
Ppace. The bombed-out factories were re-
placed by new modern plants with all the
latest automated machinery and modern
American mass-production methods. It is
this, even more than lower wage rates, that
makes European manufactured goods so
competitive with ours on the world market
today. It makes it imperative that we ac-
celerate the modernization of our own in-
dustrial plants and increase our research and
development expenditures, The economic
report which the President will release on
Monday places great stress on this, and I
urge you all to read it carefully. It is the
reason why the President in his tax message
last year recommended an investment tax
credit, now set at 8 percent, to give indus-
try a $1.5 billion incentive to modernize, as
well as more rapid depreciation rates.

To return to the Europe of the late 1940's
there was an urgent need among the OEEC
countries to reduce the barriers to trade
which had been erected under pressure of
balance of payments difficulties. The OEEC
set up technical committees to deal with
speclal sectors (agriculture, transport, coal,
steel, etc.). It also worked out a code of
liberalization of trade and other transac-
tions. In 1950, parallel action was taken
by the OEEC in the field of payments, with
the creation of the European Payments
Union which provided for multilateral settle-
ment of all European payments, and for
credit to meet temporary payments imbal-
ances. Within the framework provided by
the OEEC, there was continuous consulta-
tion between the member governments, and
by the early 1950’s the increase in Europe’s
production and trade had exceeded all ex-
pectations.

The European nations, once their shattered
economies had begun to recover, naturally
wished to have a greater part In shaping
their own destiny., The rise of the United
States and of the SBoviet Union as super-
powers dwarfed even the major nations of
Europe. A larger European entity was need-
ed to mobilize and wuse the potential of
Europe.

These various objectives tended to rein-
force each other. Only if France and Ger-
many could pull together could Europe
hope to shape its own political and economic
future. Only dynamic industries could ex-
pect to flourish within any common market
and compete In the outside world. Growing
economies would enable Europe to develop
and mobilize the resources for prosperity at
home and to play a greater role in the world.

European integration was put forward by
its proponents as the best route to these
objectives. Cooperation among govern-
ments, as in the OEEC, was useful but not
sufficient. The pursuit of these common
purposes required some transfer of na-
tional authority to European agencies which
were to exercise their powers in the interests
of the whole European community.

The first step on the road toward economic
integration had been taken in 1948 when the
Low Countries, Belgium, the Netherlands,
and Luxembourg, decided to form a ecustom
union which became effective in 1948, the
Benelux. This was really the embryo of
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the Common Market, or the EEC, the Eu-
ropean Economic Community, the Common
Market's officlal name. So, already out of
the ashes of war, a new strength was de-
veloping—and instead of communism sweep-
ing westward from the Soviet eastern Eu-
ropean satellites where Communist puppet
governments were taking over under the
guns of Russian tanks, and threatening to
draw Western Europe into an abyss of
economic chaos, a revived private enter-
prise economy was being restored to buttress
the democratic governments of the free
Western European countries.

A big step forward in this regard was
taken in 1948 when the United States,
France, and Great Britain agreed to the
formation of the West German Republic.
The Soviet threat made it all the more urgent
to heal the wounds on the western side.

A concrete step of forging bonds to tie
West Germany firmly to Western Europe (to
mix several metaphors) was taken in 1952
with the formation of the European Coal and
Steel Community—as a result of the Schu-
man proposal of 1950. This organization of
the Benelux Powers, France, West Germany,
and Italy, thus, became the first of the three
components of the European Community
(Burcom), and the immediate precursor of
the European Common Market, European
integration of coal and steel was designed to
enable West Germany to join in the con-
structive task of building Europe on a basis
which buried the past. The historic enmity
of France and Germany, which had blocked
all attempts at European unity in the past,
began to melt rapidly between the stick of
the Boviet threat from the east and the
carrot of greater profits from economic effi-
clency and freer internal trade.

The next and more far-reaching step along
the road to European integration and unity
was taken in June 1955, when the proposal
for the creation of a Common Market was
put forward at a meeting of the Foreign
Ministers of the 8ix in Messina.

Two years later, in March 1957, treatles
were signed in Rome by the six countries
that had formed the Coal and Steel Com-
munity, creating the other two components
of the European Community; Euratom—
as its name implies—the European Atomic
Energy Community, for joint development of
peaceful uses of atomic power, and the Com-
mon Market—the European Economic Com-
munity (EEC)-—the most significant of the
three. The Rome Treaty, creating the Com-
mon Market, which went into effect on
January 1, 1958, bound its six signatories to
create an Economic Community during a
transition period of from 12 to 15 years,
divided into three stages.

The Common Market was intended to be
much more than a customs union, Besides
the key provisions of the Rome Treaty which
stipulate that all tariffs, quotas, and other
barriers to trade within the Community be
removed in gradual stages during the tran-
sition period and that a uniform externsal
tariff be created between the EEC and the
rest of the world, and that trade agreements
be negotiated by the Common Market as a
unit, the treaty provides for the working
out of a common commercial policy, of a
common agricultural policy, and of a com-
mon transport policy. The treaty also pro-
vides for the removal of restrictions on the
movement of labor, services and capital, and
for the right of establishment of business
enterprises within the Community. It like-
wise contains provisions aimed at regulating
private cartels, at coordinating monetary
and fiscal policies to promote equilibrium
in the member states’ balance of payments,
as well as high employment and price
stability in each member country. It also
provides for the harmonization of social
policies, including the equalization of wages
for men and women.
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To further these aims, the treaty pro-
vided for the creation of a social fund to
finance the retraining, resettling, and the
granting of other assistance to workers who
might be harmed by the liberalization of
trade within the Community—a kind of
trade adjustment program.

The treaty also created a European invest-
ment bank to finance development projects
in the Community's underdeveloped areas,
such as southern Italy and elsewhere.

In addition, the treaty created an oversea
development fund for economic development
and soclal projects (such as hospitals and
schools) In the assoclated countries and
territories of the Common Market. For, the
European Common Market extends beyond
Europe into Africa and other continents.
Presently associated with it are some 16 in-
dependent countries and a number of areas
in varying degrees of dependency. Most of
these associated countries are in Africa.
Their combined population exceeds 50 mil-
lion, and they possess important natural re-
sources. Under present arrangements, the
Common Market has extended the benefits
of that Market to the exports of the associ-
ated oversea countries, while allowing the
latter to maintain restraints on imports.

As of now, the Common Market has im-
pressively surpassed its original timetable,
and has exceeded the fondest hopes of its
founders. Because of the favorable economic
situations in the Common Market area, the
removal of internal trade barriers among
the six member states was considerably ac-
celerated. By January 1962, internal tariffs

had been reduced 40 percent, with a further _

10 percent cut expected soon, making it 50
percent. In addition, most quotas on in-
dustrial products were eliminated by the
end of December 1861. The building of the
eventual common tariff was like-
wise speeded up; this is the tariff which the
Common Market will levy on incoming
goods of nonmember states, and which has
caused American producers great concern.

The rate structure of the common external
tariff for most industrial products was vir-
tually completed in July 1960, and the first
step in adjusting the individual tariffs of
the member states toward th- rates of the
common external tarlff was taken in January
1961, 1 year ahead of schedule. At that time,
all of the member states adjusted their exist-
ing tariff rates 30 percent toward the ulti-
mate common external tariff which will ap-
ply to a wide range of industrial products.
The full effect of the common external tariff
will not be felt until the end of the transi-
tion period, when the external tariff is to be
established on a uniform basis. In the case
of certain industrial products, however,
whose existing tariffs were either 15 percent
above or below the ultimate common ex-
ternal tariff, the final external tariff went
into effect in January 1961.

How was the rate structure of the common
external tariff determined? Under the rules
of the GATT—to which the six Common
Market states are signatories—the general
rate of the customs duties to be applied to
nonmembers of the customs union was not
to be higher than the rate which was in
force in the member countries when the
union was formed. The Common Market's
external tariff was, therefore, in principle,
to be based on the arithmetic average of the
rates of customs duties existing in the six
member states on January 1, 1957. Although
there are many exceptions to the rule, the
general result of the averaging of the ex-
ternal tariffs meant that, in the former rela-
tively high tariff countries such as France
and Italy, the old tariffs would be lowered,
while those in the Benelux countries and in
West Germany would be raised. !

It is obvious that the Common Market's
eventual common external tariff will make it
very difficult for American producers to com-
pete effectively against European producers
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in the Common Market countries. It is
equally obvious that such competition will
increase rather than lessen, when the
Common Market is enlarged by the inclusion
of Britain and other European nations, as
seems likely to occur.

Why did Britain and the other OEEC coun-
tries not join the Common Market originally?
Britain held back for a number of reasons:
because of the close trade ties with her Com-
monwealth, and because of her domestic
agricultural policy, as well as for political
reasons. Other OEEC countries, particularly
the neutral states of Sweden, Switzerland,
and Austria, were likewise unprepared to
Join the Common Market in the early days
of its formation.

Both Great Britain and these other coun-
tries had hoped that, instead of a customs
union, a free trade area could have been
formed comprising all members of the OEEC.
When this did not materialize, and the cus-
toms union of the six came into being,
Britain and six other European nations
(Sweden, Norway, Denmark, Switzerland,
Austria, and Portugal) formed, in 1960, the
European Free Trade Association—the
EFTA—or the Outer Seven, as it 18 com-
monly known. The EFTA—Ilike the Com-
mon Market—aimed at the complete re-
moval of internal trade barriers among its
members. Unlike the Common Market, how-
ever, the members of the EFTA were to be
free to adopt their own commercial policy
and to determine their individual tariffs
toward nonmember countries, The EPTA
was strictly a commercial arrangement, and
was in no sense almed at the economic or
political unification of the member states.

Most of the seven are now in various stages
of negotiating to Join with the six—as are
also Turkey and Ireland—into an expanded
Common Market. An agreement for the
association of Greece with the European Eco-
nomic Community—signed in March 1961—
is presently awaiting ratification.

An enlarged Common Market, comprising
most of the Western European countries,
would possess great economic and political
strength. But, even without these acces-
slons—of which Greece, Ireland, the United
Kingdom, Denmark, and Norway will prob-
ably be among the first—let's look at. the
formidable economic entity the EEC has now
become,

It has a population of 173 million people,
excluding that of the assoclated oversea
countries. It has a larger labor force than
the United States, despite its smaller pop-
ulation. Its economic growth rate in re-
cent years has been well over 6 percent, as
contrasted to ours of 2! percent in the
comparable period (although fortunately
ours has been 8 percent this year recovering
from the recession). The EEC's industrial
production index (with a 1958 base period of
100) rose from 111 in January 1960 to about
132 last October. Last year its external trade
increased by 23 percent. There is an acute
labor shortage in northern Italy, Holland,
West Germany, and much of France. I was
in Milan and Turin last September, and
things were really booming. Today, the
Common Market is the world’s second largest
producer of steel.

Even more remarkable, Western Europe
never felt our recession of 1960-61. It used
to be said that, when the American econ-
omy caught cold, Europe got pneumonis.
That is clearly no longer true; we don't
yet know if the reverse will be.

In trade last year we exported about $3.5
billion worth to the six. Of this, about one-
third was agricultural products and only
one-fourth was manufactured goods. Our
import purchases from the EEC were about
$2.2 blllion. Of New Jersey's production,
the outlook for an expanded market in chem-
icals and sophisticated electroniecs and elec-
trical machinery is good, but the import
competition will also be tougher in some
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heavy electrical equipment, office and photo-

hic equipment, and instruments.
81.;11'.) is ec?ur from these facts that, while
an economically strong and eventually politi-
cally integrated Europe gives the United
States a strong er in the cold war—
and, therefore, we welcome it—it is also in-
deed a challenge to our exports and to the
growth of our economy.

Let’s now be specific.

Under present clrcumstances, the external
tariff barriers of the Common Market make
it very difficult for U.S. producers to com-
pete effectively, and it will become increas-
ingly more difficult as the time nears for
the complete removal of internal trade bar-
riers, and the full implementation of the
common external tariff.

An American-made car, for example, could
be exported to Germany prior to the Com-
mon Market at a duty of 17 percent. A
French-made Dauphine would have paid the
same amount. Today, the Dauphine pays
11.9 percent which will probably be reduced
to B.5 percent in 1962, and at the end of
the transition period it will be reduced to
zero. On the other hand, the American car
now must pay 18.86 percent, and eventually
will have to pay 23.2 percent. This is a dis-
advantage hard to overcome,

A similar pattern could develop for many
of the 314 billion worth of American prod-
ucts now sold to the Common Market—a
pattern whose net effect would be a shrink-
age of American foreign commerce, & severe
loss of jobs and profits, a serious blow to our
position of leadership to the free world.

We are in a position today to avert such
a situation. We can do this by bargaining
with the nations of the Common Market to

them to welcome American-made
products on a truly competitive basis by
lowering their external tariff barriers. But
we can do this only by accepting their prod-
ucts on the same basis, that is, by lowering
our own barriers to their trade. Only in
this way will our Common Market—b50
States, 185 million people strong—be able
to continue to do an expanding business
with theirs, a business upon which many
jobs and many enterprises absolutely
depend.

‘This is no giveaway program. It is a
straight business deal. The Common Mar-
ket will lower its external tariff wall only
if we are prepared to lower ours. We can
lower ours only when we give President Een-
nedy the necessary new legislative authority
to do so—which is why the President will
send new trade legislation to Congress later
this month. When Congress the new
trade act, the resulting gains will far out-
welgh the losses.

To mitigate any temporary dislocations
which American business firms may incur
from expanded international trade—exports
and imports—the administration is propos-
ing a trade adjustment program which will
be realistic, businesslike, and economically
sound. Where assistance is required, it will
not be in the form of a subsidy, nor will it
be used to prop up a permanently inefficient
enterprise. It will be utilized to strengthen
the abllity of our businessmen and workers
to compete and, thus, to prosper, and to
strengthen our free enterprise system.

In this connection, it is interesting to note
that, while the Common Market treaty pro-
vides for adjustment assistance, should it
be required as a result of the lowering of
internal trade barriers, there has been no
occasion to date to draw on such assistance,
despite the fact that the reduction of inter-
nal tariffs has been speeded up considerably.
The removal of internal trade barriers among
the six has, in fact, stimulated trade, and
promoted economic growth and prosperity.

Assuming we do receive the requisite tar-
iff reducing authority, we must then ask
whether the best method to negotiate with
our Eurcpean frlends is to swap one brick
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at a time off our respective tariff walls, or
to offer to trade layer for layer? Most Euro-
peans are convinced that item-by-item re-
ciprocal tariff reductions, the one brick at
a time approach, no longer can achieve re-
ductions which will substantially increase
the flow of trade from the United States to
Europe and vice versa.

Once we know that the Common Market
external tariff wall is going to come down,
thereby assuring access for products made
in the United States, we will stop exporting
capital and jobs to Europe In order to get
behind the tariff wall. If this happens, we
will have launched an attack on our bal-
ance of payments and our unemployment
problems simultaneously.

And, if you don’t think this flight of U.S.
capital and jobs to Europe is of consequence,
let’s look at the record. In the last decade,
our private capital investments in all of
Western Europe more than tripled. For the
Common Market area, U.S. private direct in-
vestments rose from $637 million in 1950
to more than $2.6 billion in 1960, and ex-
ceeded $3 billlon in 1961, According to a
recent survey, American manufacturing
companles plan to spend in the Common
Market countries over one-third of their
planned capital expenditures for 1962 of
more than $1.6 billion. Nearly one-half of
their oversea investment planned for 1962
will go to Europe as a whole. Another sur-
vey reveals that more than 700 U.S. firms
have located in the Common Market coun-
tries in the last 5 years. It is obviously much
better for this country, when there is a busi-
ness cholce, for American businessmen to
invest in new modern plants and equipment
in the United States than in highly de-
veloped industrialized countries who are not
short of capital. It is also much better for
this country to export goods rather than to

jobs.

It Is, in faet, in our highest national in-
terest that we make every effort to increase
our exports. Without a new trade law,
our exports will undoubtedly decline, rather
than rise. If that were to occur, it would
adversely affect our balance-of-payments
position which we can ill afford to have hap-
pen. Our serious balance-of-payments diffi-
culties are known to all. For the last sev-
eral years, despite our having sizable export
trade surpluses (our export trade surplus for
1961 exceeding $5 billion), we have had very
large overall deficits in our balance of pay-
ments which have resulted in a sharp decline
in our gold holdings during this period of
more than $51% billion. Our gold stocks will
be reduced to a dangerously low point if this
trend continues. They have already reached
their lowest level since 1839. Rising export
sales, and a larger export trade surplus, are
essential, if we are to reverse this trend.

Not only does our export trade directly
affect our balance-of-payments position, but
it creates jobs for American workers. One
out of every three manufacturing workers
in the United States is employed in making
goods for export. In New Jersey, 506 firms
employing 206,404 workers made goods for
export in 1960. The walue of your State’s
manufacturing exports was $897 million.
This placed your State seventh in the Natlion.
The value of exports per worker here aver-
aged $3,000.

Translating these figures to your five-
county basis—as I  believe Camden,
Gloucester, Salem, Mercer, and Burlington
are all represented here—this works out at
75 plants exporting more than $25,000 in
1960, for a total value of $108 million, and
employment of 55,000 workers.

A further reason for the United States
to maximize its exports is to help us to meet
our share of the collective economic growth
target set last November by the OECD na-
tlons—the Organization for Economic Co-
operation and Development—of which the
United States is a full member. OECD’s goal
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is for a 60-percent increase by 1970 in the
combined real gross national products of the
20 member nations. The latter include all
of the former OEEC nations and Canada, as
well as the United States.

This new organization—the OECD—which
came into being in September 1961—lis, in
fact, a reconstitution of the former OEEC
whose tasks were considered to have been
largely accomplished. Like the OEEC, the
keynote of the new organization is coopera-
tion. OECD’s aims are, however, more out-
ward looking than were those of OEEC which
was mainly concerned with European recon-
struction. OECD is designed for the tasks
of the sixties by providing a forum for con-
sultation aimed at maximizing the member
nations’ economic growth, at aiding the less
developed countries to achieve sound
economic expansion, and at contributing to
the expansion of world trade on a multi-
lateral, nondiscriminatory basis in ac-
cordance with international obligations.
OECD’s Council of Ministers has stressed
the need to reduce trade barriers between its
member state, and between the OECD coun-
tries and the rest of the world.

The achievement of OECD’s growth target
for 1970 would result in the additlon of
nearly $5600 billion in the member nations'
combined GNP, which would approach the
present entire output of the United States.
As Under Secretary of State Ball has pointed
out, it would mean adding to the Atlantic
community the economic equivalent of a
new country of the present size and wealth
of the United States. This, in turn, would
mean a stronger free world and would help
to insure the maintenance of peace and
security.

To meet our share of OECD's growth target
for 1970, we shall need to maintain price
stabllity and to avoid inflation, and to at-
tain—and maintain—equilibrium in our
balance of payments. One of the best ways
of strengthening our balance-of-payments
position, and of eliminating our large pay-
ments deficits, is to generate an export
trade surplus sufficiently large to offset our
private and public expenditure abroad.
FPresident Kennedy has called for a 10 percent
increase in our exports, which goal, the
President is convinced, 1s not beyond our
reach. To achieve that goal, however, the
Presidert will need a new trade incentlve
for the new trading age in which we live.

The time for decision is upon us. The
Common Market countries, this month, en-
tered the second stage of their three stage
transition period. The passing to the second
stage is considered by European experts as
the “point of no return” for the economic
integration of the Common Market nations.
A further acceleration of internal tariff cuts
is anticipated, as well as of the steps leading
to the eventual common external tariff.

The Department of Commerce, in line with
President Kennedy's mandate that it pro-
vide energetic leadership to American in-
dustry in the drive to develop export mar-
kets, is exerting every effort to help expand
our exports. Becretary Hodges has put new
drive into the natlonal export expansion
program, which program, as you know, is
designed not only to increase our exports, but
also to encourage a greater number of Amer-
ican business firms, not presently in the
export trade, to participate in that trade.
The 33 regional export expansion commit-
tees have been most succesful in stimulating
an increasing number of American manu-
facturers to enter the export market. In
addition, Secretary Hodges, last year, in-
vited approximately 900 trade associations,
which have specific commodity interests, to
participate in the mnational export expan-
sion program, and he offered them the facil-
ities of the Department to help them set
up and carry out export promotion activities.

Among the Department's recent and most
ambitious export promotional aids is the
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permanent trade center program which
went into effect in 1961 with the opening
of the first U.B. permanent trade center in
London in June of that year. Other trade
centers are planned for Bangkok, and for
selected areas in Africa, Latin America, and
Western Europe. The Departments of Agri-
culture and State collaborate with the De-
partment of Commerce in managing the
trade centers program. These permanent
trade centers are designed for the use of
U.8, producers and exporters who are in-
terested in exploiting the opportunities of
a specific market area. The U.B. Govern-
ment provides attractive display facilities
at no cost to the exhibitor, but participating.
firms are expected to pay their packing,
shipping, and insurance costs to the dis-
play point. The goods may be sold abroad,
or returned to the United States at the
exhibitor's expense. The exhibit themes
are worked out in cooperation with trade
assoclations and industry groups. As an ex-
ample of the sales opportunities provided
by these trade centers, nearly $114 million
worth of goods were sold in the London
center’s first 3 weeks of operation.

Another of the Department's export pro-
motion efforts is our international trade
fairs program which offers the newcomer
to foreign trade a means of breaking into
the export market, while, for those already
in that market, it is an excellent medium to
increase forelgn sales and find new markets,
The U.8. Government sponsors the exhibits
of American products at these international
trade fairs. A midwestern machine tool
manufacturer has informed us that, since
the appearance of his products in a series of
United States small business exhibits in In-
dia, he is getting across the board orders from
that part of the world. International trade
fairs do more, however, than sell American
goods. As President Eennedy has pointed
out, “they are a positive force for greater
international understanding.”

A further effort of the Department of
Commerce to promote trade and commercial
understanding between the United States
and foreign countries is our trade missions
program. Under this program, from four
to six American businessmen at a time—
under the leadership of a Department of
Commerce official—spend up to 2 months
visiting a foreign country or group of coun-
tries where they meet with foreign busi-
nessmen and foreign government officials
for the purpose of promoting American ex-
ports, or U.S. capital investment, the latter
in the developing areas of the world. The
trade missions carry specific requests from
American companies seeking oversea trad-
ing partners, and they frequently have sev-
eral hundred business proposals to offer
foreign businessmen. On their return to
the United States, the missions’ findings are
relayed to business firms through written
reports, consultations, and business con-
ferences. The trade and investment oppor-
tunities generated by the trade missions are
published in the trade press, as well as in
the Department’s Foreign Commerce Weekly.
The trade missions have proved to be so
valuable in promoting U.S. exports that the
Department has doubled the number of its
trade missions from 11 to 18 a year.

Besides these direct contacts with foreign
buyers, the Department provides a number
of other promotional aids to U.S. exporters.
These include (1) trade lists of foreign busi-
ness firms, (2) world trade directory reports,
(3) a world trade information service, (4)
trade contact surveys, and (5) a trade oppor-
tunity service. Information on these pro-
motional alds is likewise published in the
forelgn commerce weekly.

A new service of the Department of Com-
merce of interest to all businessmen is the
business service center which was recently
opened in the Department's Washington
headguarters. This is intended to enable
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businessmen coming to Washington with
specific problems to find the right Govern-
ment official quickly, and to see him a short
time later. A businessman may either write
directly to the Business Service Center, in-
dicating when he will be in town and on
what kind of business, or he may contact
any of the 33 field offices of the Department
of Commerce and ask that the center be noti-
fled of his expected arrival date and of his
problem.

I would like to emphasize that the vigorous
efforts of our Department—which I have
briefly outlined—to expand American ex-
ports will be sustained, and will not be con-
fined solely to periods of our balance-of-pay-
ments difficulties. In today's increasingly
competitive world, it is only by increasing
our exports that we shall be able to maintain
our position as the world's leading trading
nation, and our position of free world leader-
ship. In order for our export expansion ef-
forts to succeed, however, we need the full
cooperation of American businessmen. We
hope that an increasing number among them
will acquire the habit of exporting, and that
they will discover at firsthand the great op-
portunities that exist for profitable export
sales. We are convinced that there are lit-
erally thousands of products now made in
this country which could easlly be sold
abroad with a minimum of adaptation to
foreign market needs.

So, let's all work together for more ex-
ports—of goods and not of jobs. To do this,
and to meet the challenge of the European
Common Market, I urge your support for the
Trade Expansion Act of 1962, While it is the
President’s program, it has strong bipartisan
support: for example, Henry Ford's speech of
2 days ago, former Secretary Herter’s state-
ment of last October, and former President
Eisenhower's statement of last December
supporting President Kennedy's contention
that the United States needs a new trade pol-
icy to meet the new challenge posed by the
European Common Market, and that the
gradual liberalization of trade restrictions—
with adequate safeguards for possible in-
jury—will yield positive benefits for the
American economy.

REPORT OF THE COMPTROLLER
GENERAL

Mr. GONZALEZ. Mr. Speaker, I ask
unanimous consent that the gentleman
from Wisconsin [Mr. KASTENMEIER] may
extend his remarks at this point in the
Recorp and include extraneous matter.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man from Texas?

There was no objection.

Mr. KASTENMEIER. Mr. Speaker, I
would like to direct the attention of the
House to the February 1962 report of the
Comptroller General in “Review of
Selected Highway Transportation Activ-
ities of the Post Office Department.”
This report is particularly useful to il-
lustrate what proper agency response
can and should be to recommendations
of the Comptroller.

The report noted the following defi-
ciencies in Post Office Department con-
tracting for star route service:

First. Authorizing major changes in
the service provided by existing con-
tracts without advertising.

Second. Azquiring additional service
uner existing contracts without nego-
tiating with the contractors for fair and
roasonable reucticns in contract rates
r-T mile.
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In addition the report disclosed a par-
ticular need for more adequate docu-
mentation in support of contractors’
claims of increased operating costs. Buf
even while the reviews were in progress
the Department began streamlining its
contracting procedures.

The report also recommended re-
placing highway post office service with
less costly transportation. It noted that
the Bureau of Operations did not doe-
ument operational justification for not
authorizing such replacement. Within
3 months of this recommendation
regional officials in the San Francisco
and Los Angeles area had discontinued
the HPO’s discussed.

Other regional officials advised the
Comptroller of similar plans either to
discontinue HPO service or survey the
real postal service needs of their respec-
tive areas. This action, regional officials
declared, would save hundreds of thou-
zands of dollars in operational expendi-

ures.

Certainly, the Post Office Department
should be commended for taking top
speed action to accept, implement and
benefit from recommendations of the
Comptroller General for money saving
improved business procedures.

The Comptroller General is an agent
of the Congress, not responsible in any
way to the Executive. His well trained
staff is constantly reviewing executive
operations to check on wasteful pro-
cedures. The reactions of different
agencies to recommendations made by
this impartial judge are often markedly
different.

The Deputy Postmaster General in-
formed the Comptroller that his “com-
ments had been helpful in clarifying
problem areas in highway transporta-
tion activities and that the Department”
intended to use his “suggestions and
recommendations to the fullest extent.”

Mr. Speaker, I strongly urge that
other agencies subject to review by the
Comptroller General at present or in
the future follow the example set by
the Post Office Department by taking
immediate action on the Comptroller’s
recommendations.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legisla-
tive program and any special orders
heretofore entered, was granted to:

Mr. Ryan of New York, for 10 minutes,
today.

Mr. HaLPerN (at the request of Mr.
LanGeN), today, for 15 minutes.

Mr. Taompson of New Jersey, for 30
minutes, today, and to revise and extend
his remarks and include extraneous
matter. 3

EXTENSION OF REMAREKS

By unanimous consent, permission to
extend remarks in the CONGRESSIONAL
REecorbp, or to revise and extend remarks,
was granted to:

Mrs. KEE.

Mr. LaNE and to include extraneous
maftter,

Mr. Van Zawor and to include extrane-
ous matter.
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Mr. Knox and to include “My Office
Report.”

Mr. FiNo.

Mr, Byrnes of Wisconsin to revise and
extend his remarks made in Commitiee
and to include extraneous matter and
tables.

Mr. Knox to revise and extend his
remarks made in Committee and to in-
clude extraneous matter.

Mr. PUCINSKI.

Mr. O’KONSKI.

Mr. Linpsay to include with his re-
marks in general debate on the tax bill
a speech prepared by a former General
Counsel of the Treasury Department.

(The following Members (at the re-
quest of Mr. LanGen) and to include ex-
traneous matter:)

Mr. HALL.

Mr. DEVINE.

(The following Members (at the re-
quest of Mr. GonzaLez) and to include
extraneous matter:)

Mr. BAILEY,

Mr, GILBERT in two instances.

Mr. Tuck.

Mr. DANIELS,

Mr. EOWALSEIL.

Mr. TrOMPsON of Texas to include
tables in his remarks of today on H.R.
10650.

Mr. Moss (at the request of Mr. Gon-
zALEZ) and to include extraneous matter,
notwithstanding the fact that it exceeds
two pages of the REcorp and is estimated
by the Public Printer to cost $202.50.

ADJOURNMENT

Mr. GONZALEZ. Mr, Speaker, I move
that the House do now adjourn,

The motion was agreed to; accordingly
(at 5 o’clock and 43 minutes p.m.), un-
der its previous order, the House ad-
journed until Monday, April 2, 1962, at
12 o’clock noon.

EXECUTIVE COMMUNICATIONS,
ETC

Under clause 2 of rule XXIV, executive
communications were taken from the
Speaker’s table and referred as follows:

1871. A letter from the Secretary of Agri-
culture, transmitting a draft of a proposed
bill entitled “A bill to amend section 6 of
the act of May 29, 1884"; to the Committee
on Agriculture.

1872. A letter from the Secretary of the
Treasury, transmitting a draft of a proposed
bill entitled “A bill to amend the Tariff
Act of 1930, as amended, to provide for reim-
bursement of services performed at foreign
stations, and for other purposes”; to the
Committee on Ways and Means,

REPORTS OF COMMITTEES ON PUB-
LIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports
of committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. McCULLOCH: Select Committee on
Small Business. Minority views on small
business problems in the tomato industry
(Rept. No. 1471, pt. 2). Referred to the
Committee of the Whole House on the State
of the Union.
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Mr. POWELL: Committee on Education
and Labor, H.R. 10682, A bill to authorize
the establishment of a Youth Conservation
Corps to provide healthful outdoor employ-
ment for young men and to advance the
conservation, development, and management
of national resources to timber, soil, and
range, and of recreational areas; and to au-
thorize pilot local public service employment
programs; without amendment (Rept. No.
1540). Referred to the Committee of the
Whole House on the State of the Union.

Mr. COOLEY: Committee on Agriculture.
5. 1087. An act to amend the provisions of
the Perishable Agricultural Commodities Act,
1930, relating to practices in the marketing
of perishable agricultural commodities; with
amendment (Rept. No. 1546). Referred to
the Committee of the Whole House on the
State of the Union.

Mr. HARRIS: Committee on Interstate and
Foreign Commerce. H.R. 6849. A bill to
amend section 4(e) of the Natural Gas Act,
to authorize a gas distributing company to
complain about a rate schedule filed by a
natural gas company and to give the Federal
Power Commission authority to suspend
changes in rate schedules covering sales for
resale for industrial wuse only; without
amendment (Rept. No. 1547). Referred to
the Committee of the Whole House on the
State of the Union.

REPORTS OF COMMITTEES ON PRI-
VATE BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports
of committees were delivered to the
Clerk for printing and reference to the
proper calendar, as follows:

Mr. CHELF: Committee on the Judiciary.
H.R. 3685. A bill for the relief of Anna
Isernia Alloca; with amendment (Rept. No.
1541). Referred to the Committee of the
Whole House,

Mr. FEIGHAN: Committee on the Judici-
ary. H.R. 3633. A bill for the relief of
Angelina Rainone; with amendment (Rept.
No. 1542). Referred to the Committee of
the Whole House.

Mr. FEIGHAN: Committee on the Judici-
ary. H.R. 46556. A bill for the relief of Adell
Anis Mansour; with amendment (Rept. No.
1543). Referred to the Committee of the
Whole House.

Mr. MOORE: Committee on the Judiciary.
House Joint Resolution 677. Joint resolu-
tion relating to the admission of certain
adopted children; without amendment
(Rept. No. 1544). Referred to the Commit-
tee of the Whole House.

Mr. WALTER: Committee on the Judici-
ary. HR. 6330. A bill for the relief of
Vincent Edward Hughes; with amendment
(Rept. No. 1545). Referred to the Commit-
tee of the Whole House.

PUBLIC BILLS AND RESOLUTIONS

Under clause 4 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr. BOGGS:

H.R. 11004. A bill to amend the River and
Harbor Act of 1945; to the Committee on
Public Works.

By Mr. COHELAN:

HR.11006. A bill to amend section 2804
of title 10, United States Code, to provide
that military procurement agencies shall
comply with State minimum price laws for
certain perishable subsistence items; to the
Committee on Armed Services.

By Mr. CORBETT:

H.R. 11006. A bill to permit the Postmaster

General to extend contract mail routes up
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to 100 miles during the contract term; to
the Committee on Post Office and Civil
Service.

By Mr. GARLAND:

H.R.11007. A bill to amend the Internal
Revenue Code of 1954 to provide for the
medical care of the aged through the allow-
ance of a tax credit as an incentive for
health insurance coverage; to the Committee
on Ways and Means.

By Mr. GONZALEZ (by request) :

HR.11008. A bill to amend the Small
Business Act to provide that the program
under which Government contracts are set
aside for small-business concerns shall not
apply in the case of contracts for mainte-
nance, repair, or construction; to the Com-
mittee on Banking and Currency.

By Mr. HAGEN of California:

HR.11009. A bill to amend section 2304
of title 10, United States Code, to provide
that military procurement agencies shall
comply with State minimum price laws for
certain perishable subsistence items; to the
Committee on Armed Services.

By Mr. McFALL:

H.R.11010. A bill to amend section 2304
of title 10, United States Code, to provide
that military procurement agencies shall
comply with State minimum price laws for
certain perishable subsistence items; to the
Committee on Armed Services.

By Mr. CLEM MILLER:

HR.11011. A bill to amend section 2304
of title 10, United States Code, to provide
that military procurement agencies shall
comply with State minimum price laws for
certain perishable subsistence items; to the
Committee on Armed Services.

By Mr. RODINO:

H.R.11012. A bill to amend the Small
Business Act to make it clear that disaster
loans in cases of flood or other catastrophe
may be made with respect to property of any
type (including summer homes as well as
other residential property): to the Commit-
tee on Banking and Currency.

By Mr. RYAN of Michigan:

H.R.11013. A bill to amend the Internal
Revenue Code of 1954 to allow a taxpayer a
deduction from gross income for tuition paid
by him for his education, or the education
of his spouse or a dependent, at a duly ac-
credited public or private educational in-
stitution; to the Committee on Ways and
Means.

By Mr. WATTS:

H.R. 11014. A bill authorizing construction
of dam on North Fork of Red River in Powell
County, Ky., for flood control and other pur-
poses; to the Committee on Public Works.

By Mr. WILLIS:

H.R. 11015. A bill to provide for public no-
tice of settlements in patent interferences;
to the Committee on the Judiciary.

By Mr. LOSER:

H.R. 11016. A bill to amend the Code of
Law for the District of Columbia to give the
Commissioners of the District of Columbia
or their duly designated representative au-
thority to transfer title to motor vehicles
when the only assets of a decedent’s estate
consist of not more than two motor ve-
hicles; to the Committee on the District of
Columbia.

By Mr. TOLL:

H.R.11017. A bill to amend section 4281,
title 18, of the United States Code to increase
from $30 to $100, the amount of gratuity
which may be furnished by the Attorney
General to prisoners discharged from im-
prisonment or released on parole; to the
Committee on the Judiciary.

By Mr. WHITENER:

H.R.11018. A bill to amend the act con-
cerning gifts to minors in the District of
Columbia; to the Committee on the District
of Columbia.

H.R. 11019. A bill to provide that the Uni-
form Limited Partnership Act shall apply in
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the District of Columbia; to the Committee
on the District of Columbia.
By Mr. SPENCE:

H.R.11020, A bill to amend the Small
Business Act; to the Committee on Banking
and Currency.

By Mr. DERWINSEI:

H.R.11021. A bill to provide for the appli-
cation of power revenues from reclamation
projects to the reduction of the public debt;
to the Committee on Interfor and Insular
Affairs.

By Mr. ELLIOTT:

H.R. 11022. A bill to limit importation into
the United States of America of crude pe-
troleum and certain petroleum products; to
protect the welfare of those engaged in the
domestic petroleum industry, particularly
small independent oil producers and small
independent oil refiners; and for other pur-
poses; to the Committee on Ways and Means,

By Mr. O’EONSKEI:

H.R, 11023. A bill to establish a joint se-
lect committee to determine whether and
what kind of local self-government for the
District of Columbia will be in the national
interest; to the Committee on Appropria-
tions.

By Mr. OLSEN:

HR. 11024. A bill to amend the Civil
Service Retirement Act so as to include as
creditable service certain service performed
by emergency relief project employees; to
the Committee on Post Office and Civil
Service.

By Mr. RANDALL:

H.R.11025. A bill to amend section 715 of
title 38, United States Code, to authorize the
issuance of total disability income provision
to national service life insurance policies to
age 65, under certain conditions; to the Com-
mittee on Veterans' Affairs.

By Mr. SHELLEY:

H.R. 11026, A bill to prohlbit discrimi-
nation in employment in certain cases be-
cause of race, religion, color, national ori-
gin, ancestry, or age; to the Committee on
Education and Labor.

By Mr. SMITH of Mississippi:

H.R.11027. A bill to amend the Agricul-
tural Adjustment Act of 1938, as amended;
to the Committee on Agriculture.

H.R.11028. A bill to amend that part of
the Flood Control Act of 1946 relating to the
modification of the project for the lower
Mississippl River; to the Committee on Pub-
lic Works.

By Mr. WHARTON:

H.R.11029. A bill to amend the Federal
Reports Act of 1942 to clarify the responsi-
bility of persons to furnish information re-
quested by Federal agencies, and for other
purposes; to the Committee on Government
Operations.

By Mr. GLENN:

H.J. Res. 679. Joint resolution to amend
the Federal Trade Commission Act, to pro-
mote quality and price stabilization, to de-
fine and restrain certain unfair methods of
distribution and to confirm, define, and
equalize the rights of producers and resellers
in the distribution of goods identified by
distinguishing brands, names, or trademarks,
and for other purposes; to the Committee on
Interstate and Foreign Commerce.

By Mr. LENNON:

H.J. Res. 680. Joint resolution providing
for the establishment of the North Caro-
lina Tercentenary Celebration Commission
to formulate and implement plans to com-
memorate the 300th anniversary of the
State of North Carolina, and for other pur-
poses; to the Committee on the Judiciary.

By Mr. STRATTON:

H.J. Res. 681, Joint resolution to fix the
support price for milk and butterfat at the
level prevailing prior to April 1, 1062; to
the Committee on Agriculture.
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PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private
bills and resolutions were introduced
and severally referred as follows:

By Mr. GONZALEZ:
HR.11030. A bill for the relief of Mrs.

Nina Bray; to the Committee on the
Judiciary.
By Mr. HEBERT:

H.R. 11031. A bill for the relief of George
Wm. Rueff, Inc.; to the Committee on the
Judiciary.

By Mr., LIBONATI:

H.R.11032. A bill granting a renewal of
patent No. 92,187 relating to the badge of
the Sons of the American Legion; to the
Committee on the Judiclary.

HR.11033. A bill granting a renewal of
patent No. 56,308 relating to the badge of
the American Leglon Auxiliary; to the Com-
mittee on the Judiciary.

HR.11034. A bill granting a renewal of
patent No. 54,296 relating to the badge of
the American Leglon; to the Committee on
the Judiciary.

By Mr. RAY:

H.R.11035. A bill for the relief of Alvin
Roy Chin; to the Committee on the Judi-
clary.

24 By Mr., SHIPLEY:

H.R. 11036. A bill for the relief of Eugene
McVaigh and others; to the Committee on
the Judiciary.

By Mr. WRIGHT:

H.R.11037. A bill for the relief of Mrs.
Laverna Ramsey; to the Committee on the
Judiciary.

SENATE
THURsDAY, MarcH 29, 1962

(Legislative day of Wednesday,
March 28, 1962)

The Senate met at 11 o’clock a.m., and
was called to order by the President pro
tempore.

Rev. Ellsworth Erskine Jackson, D.D.,
minister of the Market Square Presby-
terian Church, Germantown, Philadel-
phia, Pa., offered the following prayer:

“Our Father, which art in heaven,
hallowed be Thy name. Thy kingdom
come. Thy will be done in earth, as
it is in heaven.”

We bless Thee for the holy state in
which Thou dost dwell, and toward
which Thou art guiding us, Thy chil-
dren,

We coniess that we have not always
been obedient and loving sons and
daughters. O Thou great Searcher of
hearts, cleanse our souls, that we may
be vessels fit for Thy service.

Today our hearts are full of gratitude
for the heritage that is ours. We give
Thee thanks for daily bread, daily loves,
and daily duties, for the dancing sun-
beams of this spring day, for the signs
of new life, and for the song of the re-
turning birds.

We pray for the coming of that day
when the morning shall dawn, a morn-
ing without the clouds of suspicion,
dread, and fear; when no one shall be
afraid, but every man shall dwell under
his own vine and fig tree, and all—from
the least unto the greatest—shall know
the Lord; when nations shall learn war
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no more; when swords and spears shall
be beaten into plowshares and pruning
hooks.

‘We pray for the day when the Prince
of Peace shall come, and for the new
world declaration of independence from
tyranny, bondage, and slavery, that He
shall give, for that day when sin, suffer-
ing, and death shall be no more.

Grant and bestow upon us Davidic
courage to face the lion and the bear,
and protect the sheep of Thy pasture.

Give us minds that can think Thy
thoughts after Thee, and hearts that
can love God and our fellow man, and
eyes that will look for heroic and noble
virtues in others, and will see beyond the
color of skin, the length of the nose, and
the slant of the eye.

Bless the Senate and all its Members.
May wisdom be given to each Member,
as together they plan for the national
welfare and security.

We invoke Thy blessing upon the
President of the United States and all
others who serve Thee and this Nation.

This we ask in the Name that is above
every name, the Name of Jesus Christ,
our Lord. Amen.

THE JOURNAL

On request of Mr. MansrFIELD, and by
unanimous consent, the reading of the
Journal of the proceedings of Wednes-
day, March 28, 1962, was dispensed with.

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States was communi-
cated to the Senate by Mr. Miller, one
of his secretaries.

REORGANIZATION PLAN NO. 2 OF
1962, RELATING TO CERTAIN RE-
ORGANIZATIONS IN THE FIELD
OF SCIENCE TECHNOLOGY—MES-
SAGE FROM THE PRESIDENT (H.
DOC. NO. 372)

The PRESIDENT pro tempore laid
before the Senate the following message
from the President of the United States,
which, with the accompanying paper,
was referred to the Committee on Gov-
ernment Operations:

To the Congress of the United States:

I transmit herewith Reorganization
Plan No. 2 of 1962, prepared in accord-
ance with the provisions of the Reorgan-
ization Act of 1949, as amended, and
providing for certain reorganizations in
the field of science and technology.

Part I of the reorganization plan
establishes the Office of Science and
Technology as a new unit within the
Executive Office of the President; places
at the head thereof a Director appointed
by the President by and with the advice
and consent of the Senate and makes
provision for a Deputy Director similarly
appointed; and transfers to the Director
certain functions of the National Science
Foundation under sections 3(a) (1) and
3(a) (6) of the National Science Founda-
tion Act of 1950.
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The new arrangements incorporated in
part I of the reorganization plan will
constitute an important development in
executive branch organization for
science and technology. Under those
arrangements the President will have
permanent staff resources capable of ad-
vising and assisting him on matters of
national policy affected by or pertaining
to science and technology. Considering
the rapid growth and far-reaching scope
of Federal activities in science and tech-
nology, it is imperative that the Presi-
dent have adequate staff support in
developing policies and evaluating pro-
grams in order to assure that science and
technology are used most effectively in
the interests of national security and
general welfare,

To this end it is contemplated that
the Director will assist the President
in discharging the responsibility of the
President for the proper coordination of
Federal science and technology func-
tions. More particularly, it is expected
that he will advise and assist the Presi-
dent as the President may request with
respect to:

(1) Major policies, plans, and pro-
grams of science and technology of the
various agencies of the Federal Govern-
ment, giving appropriate emphasis to
the relationship of science and tech-
nology to national security and foreign
policy, and measures for furthering
science and technology in the Nation.

(2) Assessment of selected scientific
and technical developments and pro-
grams in relation to their impact on na-
tional policies.

(3) Review, integration, and coordi-
nation of major Federal activities in
science and technology, giving due con-
sideration to the effects of such activi-
ties on non-Federal resources and
institutions.

(4) Assuring that good and close re-
lations exist with the Nation's scientific
and engineering communities so as to
further in every appropriate way their
participation in strengthening science
and technology in the United States and
the free world.

(5) Such other matters consonant
with law as may be assigned by the
President to the Office.

The ever-growing significance and
complexity of Federal programs in
science and technology have in recent
years necessitated the taking of several
steps for improving the organizational
arrangements of the executive branch
in relation to science and technology:

(1) The National Science Foundation
was established in 1950. The Founda-
tion was created to meet a widely recog-
nized need for an organization to develop
and encourage a national policy for the
promotion of basic research and educa-
tion in the sciences, to support basic
research, to evaluate research programs
undertaken by Federal agencies, and to
perform related functions.

(2) The Office of the Special Assistant
to the President for Science and Tech-
nology was established in 1957. The
Special Assistant serves as Chairman
of both the President's Science Advisory
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Committee and the Federal Council for
Science and Technology, mentioned
below.

(3) At the same time, the Science Ad-
visory Committee, composed of eminent
non-Government scientists and engi-
neers, and located within the Office of
Defense Mobilization, was reconstituted
in the White House Office as the Presi-
dent’s Science Advisory Committee.

(4) The Federal Council for Science
and Technology, composed of policy of-
ficials of the principal agencies engaged
in scientific and technical activities, was
established in 1959.

The National Secience Foundation has
proved to be an effective instrument for
administering sizable programs in sup-
port of basic research and education in
the sciences and has set an example
for other agencies through the ad-
ministration of its own program.
However, the Foundation, being at
the same organizational level as other
agencies, cannot satisfactorily coordi-
nate Federal science policies or eval-
uate programs of other agencies. Sci-
ence policies, transcending agency lines,
need to be coordinated and shaped at
the level of the Executive Office of the
President drawing upon many resources
both within and outside of Government.
Similarly, staff efforts at that higher
level are required for the evaluation of
Government programs in science and
technology.

Thus, the further steps contained in
part I of the reorganization plan are
now needed in order to meet most ef-
fectively new and expanding require-
ments brought about by the rapid and
far-reaching growth of the Government’s
research and development programs.
These requirements call for the further
strengthening of science organization at
the Presidential level and for the adjust-
ment of the Foundation’s role to reflect
changed conditions. The Foundation
will continue to originate policy pro-
posals and recommendations concerning
the support of basic research and educa-
tion in the sciences, and the new Office
will look to the Foundation to provide
studies and information on which sound
national policies in science and tech-
nology can be based.

Part I of the reorganization plan will
permit some strengthening of the staff
and consultant resources now available
to the President in respect of scientific
and technical factors affecting execu-
tive branch policies and will also facili-
tate communication with the Congress.

Part II of the reorganization plan pro-
vides for certain reorganizations within
the National Science Foundation which
will strengthen the capability of the
Director of the Foundation to exert
leadership and otherwise further the
effectiveness of administration of the
Foundation. Specifically:

(1) There is established a new office
of Director of the National Science
Foundation and that Director, ex officio,
is made a member of the National Sci-
ence Board on a basis coordinate with
that of other Board members.
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(2) There is substituted for the now-
existing Executive Committee of the Na-
tional Science Board a new Executive
Committee composed of the Director of
the National Science Foundation, ex of-
ficio, as a voting member and Chairman
of the Committee, and of four other
members elected by the National Sci-
ence Board from among its appointive
members.

(3) Committees advisory to each of
the divisions of the Foundation will
make their recommendations to the Di-
rector only, rather than to both the
Director and the National Science
Board.

After investigation I have found and
hereby declare that each reorganization
included in Reorganization Plan No. 2 of
1962 is necessary to accomplish one or
more of the purposes set forth in sec-
tion 2(a) of the Reorganization Act of
1949, as amended.

I have found and hereby declare that
it is necessary to include in the reor-
ganization plan, by reason of reorgan-
izations made thereby, provisions for the
appointment and compensation of the
Director and Deputy Director of the Of-
fice of Science and Technology and of
the Director of the National Science
Foundation. The rate of compensation
fixed for each of these officers is that
which I have found to prevail in respect
of comparable officers in the executive
branch of the Government.

The functions abolished by the provi-
sions of section 23(b) of the reorganiza-
tion plan are provided for in sections
4(a), 5(a), 6(a), 6(b), and 8(d) of the
i\};}at.ional Science Foundation Act of

50.

The taking effect of the reorganiza-
tions included in the reorganization
plan will provide sound organizational
arrangements and will make possible
more effective and efficient administra-
tion of Government programs in science
and technology. It is, however, imprac-
ticable to itemize at this time the re-
ductions in expenditures which it is
probable will be brought about by such
taking effect.

I recommend that the Congress allow
the reorganization plan to become ef-
fective.

JoHN F, KENNEDY.

THE WHITE HoUuse, March 29, 1962,

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr. Maurer, one of its
reading eclerks, announced that the
House had passed a joint resolution
(H.J. Res. 441) to commemorate the 75th
anniversary of the Interstate Commerce
Commission, in which it requested the
concurrence of the Senate.

HOUSE JOINT RESOLUTION PLACED
ON CALENDAR

The joint resolution (H.J. Res. 441)

to commemeorate the 75th anniversary of

the Interstate Commerce Commission

was read twice by its title and placed on
the calendar.
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EXECUTIVE COMMUNICATIONS,
ETC.

The PRESIDENT pro tempore laid
before the Senate the following letters,
which were referred as indicated:

REPORT ON OVEROBLIGATION OF AN
APPROPRIATION

A letter from the Secretary of Agriculture,
reporting, pursuant to law, on the overobli-
gation of an appropriation in that Depart-
ment; to the Committee on Appropriations.

RePORT UnDER SALINE WaTER Acr oF 1952

A letter from the Secretary of the Interior,
reporting, pursuant to law, under the Saline
Water Act of 1952, for the calendar year
1861; to the Committee on Interior and In-
sular Affairs,

ADDITION OF CERTAIN LANDS TO NATIONAL
Forests 1N CoLorapo AND NEw MEexico

A letter from the Secretary of Agriculture,
transmitting a draft of proposed legislation
to add certain lands to the Pike National
Forest in Colorado and the Carson National
Forest and the Santa Fe Natlonal Forest in
New Mexico, and for other purposes (with
an accompanying paper); to the Committee
on Interior and Insular Affairs.

PETITIONS AND MEMORIALS

Petitions, etc., were laid before the
Senate, or presented, and referred as in-
dicated:

By the PRESIDENT pro tempore:

Resolutions adopted by the Board of
County Supervisors of Alpine County, Calif.,
and the City Council of the City of Santa
Rosa, Calif., protesting against the enact-
ment of legislation to impose a Federal in-
come tax on income derived from public
bonds; to the Committee on Finance.

A resolution adopted by the Yorkville,
N.Y., Zionist District No, 6, of the Zionist

tion of America, protesting against
the Arab boycott on transactions with Jews;
to the Committee on Foreign Relations.

A letter in the nature of a memorial from
the National Sculpture Soclety, of New York,
N.Y., signed by C. Paul Jennewein, presi-
dent, remonstrating against the enactment
of legislation providing Government sup-
port of the fine arts, as outlined in Senate
bill 741; to the Committee on Labor and
Public Welfare,

EXECUTIVE SESSION

Mr. MANSFIELD, Mr. President, I
move that the Senate proceed to the con-
sideration of executive business, to con-
sider the nominations on the Executive
Calendar.

The motion was agreed to; and the
Senate proceeded to the consideration of
executive business.

EXECUTIVE REPORTS OF
COMMITTEES

The following favorable reports of
nominations were submitted:

By Mr. EASTLAND, from the Committee
on the Judiclary:

James A, Coolahan, of New Jersey, to be
U.8. district judge for the district of New
Jersey;

Robert A. O'Neal, of Indiana, to be U.S.
marshal for the southern district of Indiana;

Robert E. Hauberg, of Mississippl, to be
U.S. attorney for the southern district of
Mississippi;

Alfred W. Moellering, of Indiana, to be U.S,
attorney for the northern district of Indiana;
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Wesley E. Brown, of Eansas, to be U.S. dis-
triet judge for the district of Kansas; and

Jesse E, Eschbach, of Indiana, to be U.S.
district judge for the northern district of
Indiana.

By Mr. LONG of Missouri, from the Com-
mittee on the Judiciary:

John W, Oliver, of Missouri, to be U.S.
district judge for the western district of
Missouri; and

John K. Regan, of Missouri, to be U.8. dis-
trict judge for the eastern district of Mis-
sourl

By Mr. McCLELLAN, from the Committee
on the Judiciary:

Dan M. Douglas, of Arkansas, to be US.
marshal for the western district of Arkansas;
and

Alfred P. Henderson, of Arkansas, to be
U.8. marshal for the eastern district of Ar-
kansas,

By Mr. SCOTT, from the Committee on the
Judiciary:

Ralph C. Body, of Pennsylvania, to be U.8.
district judge for the eastern district of
Pennsylvania.

EXECUTIVE REPORTS OF COMMIT-
TEE ON ARMED SERVICES

Mrs. SMITH of Maine. Mr. President,
from the Committee on Armed Services,
I report favorably the nominations of
1 lieutenant general in the Air Force, 3
generals, 5 lieutenant generals, 42 major
generals, and 4 brigadier generals in the
Army, 3 rear admirals in the Naval Re-
serve, 2 vice admirals to be retired, and
1 vice admiral for special assighment in
the Navy; also the nominations of 4
brigadier generals and 1 major general
in the Marine Corps Reserve. I ask that
these names be placed on the Executive
Calendar.

The PRESIDING OFFICER. The
nominations will be placed on the Execu-
tive Calendar, as requested by the Sen-
ator from Maine.

The nominations are as follows:

Maj. Gen, Harold W, Grant, Regular Air

Force, to be assigned to a position of im-
ce and responsibility designated by the
President, in the rank of lleutenant general;
Lt. Gen, Paul D, Harkins, U.S. Army, to
be assigned to a position of importance and
responsibility designated by the President,
in the rank of general;

Maj. Gen. James Lowell Richardson, Jr.,
Army of the United States (brigadier gen-
eral, U.S. Army), to be assigned to a posi-
tion of importance and responsibility desig-
nated by the President, in the rank of
lieutenant general;

Walter A. Churchill, for temporary ap-
pointment to the grade of major general in
the Marine Corps Reserve;

Charles H. Cox, George E. Tomlinson, and
John L. Winston, for permanent appoint-
ment to the grade of brigadier general in the
Marine Corps Reserve;

Charles F. Duchein, for temporary ap-
pointment to the grade of brigadier general
in the Marine Corps Reserve;

Charles E. Rieben, Jr.,, Stephen E, Jones,
and Moore Moore, Jr., for temporary promo-
tion to the grade of read admiral in the Naval
Reserve;

Vice Adm. Roland N. Smoot, U.8. Navy,
and Rear Adm. George L. Russell, U.S. Navy,
for appointment to the grade of vice admiral
on the retired list;

Rear Adm. Robert T. 8. Keith, US. Navy,
for commands and other duties determined
by the President, for appolntment to the
grade of vice admiral while so serving;

Lt. Gen. Garrison Hold Davidson, Army of
the United States (major general, U.S.
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Army), for appointment as senlor U.S. Army
member of the Military Staffi Committee of
the United Nations;

Maj. Gen, Thomas Weldon Dunn, Army
of the United States (brigadier general, U.S.
Army), and Maj. Gen, John Southworth
Upham, Jr, U.S. Army, to be assigned to
positions of importance and responsibility
designated by the President, in the rank of
lieutenant general;

Lt. Gen. Barksdale Hamlett, Army of the
United States (major general, US. Army),
and Lt. Gen. Paul Lamar Freeman, Jr,, Army
of the United States (major general, U.S.
Army), to be assigned to positions of im-
portance and responsibility designated by
the President, in the rank of general;

Maj. Gen. Frank Schaffer Besson, Jr., U.S,
Army, to be assigned to a position of im-
portance and responsibility designated by
the President, in the rank of lieutenant gen-
eral; and

Lt. Gen. Hamilton Hawkins Howze, Army
of the United States (brigadier general, U.S.
Army), and sundry other officers, for ap-
pointment in the Regular Army of the
United States.

Mrs. SMITH of Maine. Mr. President,
also from the Committee on Armed
Services, I report favorably 11,696 ap-
pointments and promotions in the Navy
in the grade of captain and below; 3,349
appointments and promotions in the
Marine Corps in the grade of colonel and
below; 13,001 appointments and promo-
tions in the Regular Air Force in the
grade of major and below, 3 colonels to
be permanent professors at the U.S, Air
Force Academy, and 1,388 appointments
and promotions in the Army in the grade
of colonel and below.

All of these names have already ap-
peared in the CONGRESSIONAL RECORD.
In order fo save the expense of printing
on the Executive Calendar I ask unani-
mous consent that they be ordered to lie
on the Secretary’s desk for the informa-
tion of any Senator.

The VICE PRESIDENT. Without ob-
jection, it is so ordered.

The nominations ordered to lie on the
desk are as follows:

Warren L. Mobley, and sundry other of-
ficers for temporary appointment in the
Marine Corps;

Edward G, Abersold, and sundry other of-
ficers for promotion in the Regular Air
Force;

Herbert A. Adamson, and sundry other of-
ficers for promotion in the Regular Air
Force;

Col. Alfonse R. Miele, Col. Wilbert H.
Ruenheck, and Col. Wayne A. Yeoman, for
permanent professors of the U.S. Alr Force
Academy;

Richard J. Camden, and sundry other of-
ficers for appointment in the Regular Air
Force;

Clark E. Aamodt, and sundry other officers
for promotion in the Regular Air Force;

William R. Abele, and sundry other of-
ficers for permanent appointment in the
Marine Corps;

John C. Abercrombie, and sundry other
officers for promotion in the Regular Army
of the United States; and

Horace E. Knapp, Jr., and sundry other
officers for permanent appolntment in the
Marine Corps.

By Mr. CANNON, from the Committee on
Armed Services:

Maj. Gen. Marshall Sylvester Carter, Army
of the United States (brigadier general, U.S.
Army), for appointment as Deputy Director,
Central Intelligence Agency, with the rank
of lieutenant general.
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By Mr. JACKSON, from the Committee on
Armed Services:

Edward A. McDermott, of Iowa, to be Di-
rector of the Office of Emergency Planning.

The PRESIDENT pro tempore. If
there be no further reports of commit-
tees, the nominations on the Executive
Calendar will be stated.

FARM CREDIT ADMINISTRATION

The Chief Clerk proceeded to read sun-
dry nominations in the Farm Credit
Administration.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that these nomi-
nations be considered en bloc.

The PRESIDENT pro tempore. With-
out objection, the nominations will be
considered en bloec; and, without objec-
tion, they are confirmed.

ASSISTANT SECRETARY OF STATE

The Chief Clerk read the nomination
of Robert J. Manning, of New York, to
be an Assistant Secretary of State.

The PRESIDENT pro tempore. With-
out objection, the nomination is con-
firmed.

U.S. ARMS CONTROL AND
DISARMAMENT AGENCY

The Chief Clerk read the nomination
of Dr. Franklin A. Long, of New York,
to be an Assistant Director of the U.S.
Arms Control and Disarmament Agency.

The PRESIDENT pro tempore. With-
out objection, the nomination is con-
firmed.

AGENCY FOR INTERNATIONAL
DEVELOPMENT

The Chief Clerk proceeded to read sun-
dry nominations in the Agency for In-
ternational Development.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that these nomi-
nations be considered en bloc.

The PRESIDENT pro tempore. With-
out objection, the nominations will be
considered en bloc; and, without objec-
tion, they are confirmed.

DIPLOMATIC AND FOREIGN
SERVICE

The Chief Clerk proceeded to read sun-
dry nominations in the Diplomatic and
Foreign Service.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that these nomi-
nations be considered en bloe.

The PRESIDENT pro tempore. With-
out objection, the nominations will be
considered en bloc; and, without objec-
tion, they are confirmed.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the Presi-
dent be immediately notified of the con-
firmation of all these nominations.

The PRESIDENT pro tempore. With-
out objection, the President will be noti-
fied forthwith.
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LEGISLATIVE SESSION

Mr. MANSFIELD. Mr. President, I
move that the Senate resume the con-
sideration of legislative business.

The motion was agreed to; and the
Senate resumed the consideration of
legislative business.

COMMITTEE MEETING DURING
SENATE SESSION

On request of Mr. Muskre, and by
unanimous consent, the Committee on
the Judiciary was authorized to meet
during the session of the Senate today,
to receive testimony by the Attorney
General of the United States on proposed
wiretap legislation.

TREASURY-POST OFFICE DEPART-
MENTS APPROPRIATIONS, 1963

The Senate resumed the considera-
tion of the bill (H.R. 10526) making ap-
propriations for the Treasury and Post
Office Departments, the Executive Office
of the President, and certain inde-
pendent agencies for the fiscal year end-
ing June 30, 1963, and for other
purposes.

The PRESIDENT pro tempore. The
unanimous-consent agreement entered
into yesterday now comes into effect.

Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum.

The PRESIDENT pro tempore. The
clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

Mr. WILLIAMS of Delaware. Mr.
President, let me ask whether the Sena-
tor from Virginia [Mr. RoBerTSON] de-
sires to obtain recognition by the Chair
at this time.

Mr. MANSFIELD. Mr. President, a
parliamentary inquiry.

The PRESIDENT pro tempore. The
Senator from Montana will state it.

Mr. MANSFIELD, Let me ask the
Chair what the pending measure is and
under what auspices it is being con-
sidered.

The PRESIDENT pro tempore. The
Senate has before it House bill 10526,
making appropriations for the Treasury
Department and the Post Office Depart-
ment, the Executive Office of the Presi-
dent, and certain independent agencies
for the fiscal year ending June 30, 1963;
and the question is on agreeing to the
motion of the Senator from Delaware
[Mr. WiLriams] to suspend the rule.

Mr. MANSFIELD. I thank the Chair.

Mr. ROBERTSON. Mr. President,
this morning I conferred with the dis-
tinguished Senator from Delaware [Mr.
Wiiriams] concerning the suggestion
which he made shortly before the taking
of the recess yesterday, namely, that to-
day he might move to suspend the rule,
in order to offer to the pending appro-
priation bill an amendment relating to
the privilege of civil service employees to
address public meetings.
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The Senator from Delaware told me
that upon further reflection, he realized
that I, and perhaps all the other mem-
bers of the Appropriations Committee,
would feel that we would have to oppose
such a motion in connection with his
amendment, because the amendment
would apply to only this one appropria-
tion bill, and because there had been no
opportunity for the committee to con-
sider the matter, and because we realize
what we would be faced with in confer-
ence; and that, therefore, no doubt we
would be inclined to endeavor to prevent
such a change in this bill, in order to
avoid encountering such a jam with the
House conferees.

So he said he would like to have the
privilege of explaining to the Senate why
he had brought up this matter; and he
said that at a later time—in fact, I be-
lieve it will be next week—when the
supplemental appropriation bill comes
before the Senate, he intends to present
the matter to the special subcommittee
of the Appropriations Committee which
will deal with the supplemental bill, so
that if they wish to move to suspend the
rule and include such an amendment,
they can do so.

Mr. President, I yield the floor.

Mr. WILLIAMS of Delaware. Mr.
President, as the Senator from Virginia
has said, I discussed this matter with
him following the taking of the recess
last night.

I understand that the Senator from
Virginia is in sympathy with what we
are trying to do in this case, and I also
understand that he is not in agreement
with the new ruling by the Civil Service
Commission and, in particular, as it has
l:u=:enl interpreted by the Attorney Gen-
eral.

I recognize the reason for his decision
that as chairman of the subcommittee
and as the Senator in charge of the
pending bill he could not accept the
amendment at this time.

Under the circumstances I said that
rather than put him in a position in
which, as chairman of the subcommittee
and as Senator in charge of the bill, he
would have to oppose such a move at this
time I would wait until the supplemental
appropriation bill came up next week, at
which time I would hope to have the
support of almost all the members of the
Appropriations Committee.

I should like to have an understanding
with the Senator from Virginia so no
question will be raised about the pro-
priety of taking up the matter at that

As I stated before, I am certainly not
in the least trying to change practices
which have no doubt been in effect for
civil service employees under all preced-
ing administrations with which I have
had experience, both Democratic and
Republican. We are not trying to change
that practice one iota, but the recent
ruling passed down by Commissioner
Macy in February of this year—I think
the actual ruling was passed down on
the 10th of January—provides that now
civil service employees can go out before
interested public groups, service clubs,
and so forth, and speak on behalf of the
administration’s legislative program.
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The Attorney General has ruled that
that is in accord with the laws as he
interprets the intent of Congress. That
was not my understanding. But the
Attorney General in making the ruling
has gone further and said that while this
ruling would extend to civil service em-
ployees the legal right to speak against
the administration’s program if they =o
desired, it would, nevertheless, be con-
sidered “a serious impropriety” on their
part if they did say anything against the
programs. He even went so far in his
ruling as to say that if a civil service
employee objected to any legislative pro-
gram of the administration he could
voice his objections to his superior offi-
cers only, but once the superiors said,
“This is our policy or legislative pro-
gram,” then, notwithstanding the private
beliefs of the civil service employee, it
was his responsibility to ignore his own
opinion, and go out and speak on behalf
of the administration’s proposal.

I do not believe that a civil service
employee—I do not care under which
political party—should be ordered by his
superior either to support or defeat a
legislative program. That was not the
intention of Congress, and the whole
principle of civil service was that em-
ployees would not be involved in legisla-
tive programs or political activities.

Mr. HOLLAND. Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware.
to the Senator from Florida.

Mr. HOLLAND. Is my understanding
correct that the two distinguished Sen-
ators intend to leave me this problem
by consigning it to the Deficiencies and
Supplementals Subcommittee, of which I
am chairman, which is going to handle
the next appropriation bill?

Mr. ROBERTSON. Mr.
may I answer that question?

Mr. HOLLAND. Yes.

(At this point Mr. Hickey took the
chair as Presiding Officer.)

Mr. ROBERTSON. Yesterday I stat-
ed that although I was in sympathy with
the objective of the Senator from Dela-
ware, because I thought under the Hatch
Act civil service employees were prohib-
ited from taking part in political cam-
paigns, yet I would have to object, under
the rules of the Senate, to any amend-
ment that was legislation on an appro-
priation bill; and I called attention to
the fact that the Senator had not men-
tioned it to the subcommittee or to the
full committee, and that the Appropria-
tions Committee had not considered it.

Then I mentioned the fact that this
bill will not become a law until the 1st
of July, and that the bill applies only to
two Departments, the Treasury and the
Post Office Departments and a few inde-
pendent agencies, but that next week we
would have before us a supplemental bill
that would become law as soon as it was
agreed to in the two Houses and ap-
proved by the President, that it applied
to nearly all agencies, and that if the
Senator wanted the Appropriations Com-
mittee to consider the advisability of
suspending the rules and putting legis-
lation on an appropriation bill, he should
go before the proper subcommittee and
present his views. That is as far as I

I yield

President,
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went. I did not commit myself to legis-
lation of this character on an appropria-
tion bill.

Now, to that extent I unloaded the
problem on my distinguished friend, the
Senator from Florida.

Mr. HOLLAND. Mr. President, I ap-
preciate the benevolent design of the
Senator from Virginia, and also that
same design on the part of the Senator
from Delaware, but I remind both of
them that there are some very urgent
items in the supplemental bill, for ex-
ample, one which relates to the State of
the Senator from Delaware—the disas-
ter relief items which apply to property
damage along the middle Atlantic sea-
board, including Delaware, by the re-
cent storm—and there are other urgent
items in that bill. While I am not going
to prejudge, and while I always welcome
the appearance of the Senator from
Delaware or any other Senator before
the committee, I call attention to the
fact that if there are to be highly de-
batable issues which would delay pas-
sage in both Houses of the supplemental
bill, containing as it does these urgent
items, I would not be inclined to put on
that bill a proposal of general legisla-
tion which is so highly controversial.

Mr. ROBERTSON. Mr. President,
will the Senator yield?

Mr. HOLLAND. I yield.

Mr. ROBERTSON. That is the rea-
son why the Senator from Virginia
declined to say he would support the sug-
gestion as to that bill. It is controver-
sial. It is an amendment of the Hatch
Act, really amplifying what we thought
was meant. But there can be no doubt
of the fact that it will not be easy to get
the House conferees to agree, and it may
involve considerable debate on the floor
of the Senate.

All the Senator from Virginia said was
that we should certainly leave the
amendment off this bill, and if the Sena-
tor is going to bring it up, let the whole
committee know what is involved. The
Senator from Arizona will read what the
instructions are as to legislation on an
appropriation bill. I was operating un-
der the instructions of the committee.

Will the Senator yield and permit the
Senator from Arizona to read what the
instructions are?

Mr. WILLIAMS of Delaware.
yield.

Mr. HAYDEN. Mr. President, I would
like to advise the Senate with respect to
the standing order of the Committee on
Appropriations, adopted away back in
1931, which has been followed scrupu-
lously ever since. It reads as follows:

The following rule for the guidance of
members of the committee in handling bills
on the floor of the Senate was submitted by
the chairman and adopted:

“Any member or ex-officilo member of the
Committee on Appropriations of the Senate
who has in charge an appropriation bill,
is hereby authorized and directed to make
points of order against any amendment
offered in violation of the Senate rules on
the floor of the Senate to such appropria-
tion bill.”

Mr. WILLIAMS of Delaware. I thank
the Senator for reminding me of that
rule. I am well aware of the rule, but it
has been suspended many times.

Yes, T
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Mr. HAYDEN. The point I am trying
to make is that the rules must be sus-
pended by a two-thirds majority.

Mr. S of Delaware. The
motion to suspend the rules has on oc-
casion been made by the chairman of the
committee, the senior Senator from Ari-
zona, for whom I have such great re-
spect, and I have supported suspension
of the rules many times. This is not a
new procedure,

Mr. HAYDEN. There is no question
that the rules can be suspended by a
two-thirds majority, but we cannot ac-
cept amendments of this kind except by
that action.

Mr. WILLIAMS of Delaware. It is a
fact that there is a procedure for sus-
pending the rules. I intended to call the
matter to the attention of the commit-
tee earlier, but the bill was reported on
the 16th of March and I have been try-
ing ever since the 27th of February to get
a reply from the Attorney General. I
am not going to accept all of the respon-
sibility for having delayed. I was wait-
ing, very properly, for a reply from the
Attorney General, but the Attorney Gen-
eral was on his worldwide tour, and he
was not able to answer the letter. But
now that he is back he has sent the reply.

In this reply he has ruled very specif-
ically that civil service employees can
and are expected, notwithstanding their
personal opinions, to defend the legis-
lative programs and policies which are
outlined by this administration without
any regard to what they may privately
believe. On the other hand, he rules that
if they say anything in opposition to
the administration's program it would be
considered “a serious impropriety.”
Therefore, they would, undoubtedly,
Jjeopardize their promotional chances. I
think it is grossly unfair to civil serv-
ice employees to expect them to pro-
mote the policies of the administration
without any regard to the question of
whether they believe in them or not.

I should like to quote one sentence
from the Attorney General's letter. He
refers to the administration as “they.”
He says:

And they are entitled to that cooperation
and support from him even though he may
not agree with the policy.

It is going pretty far to say in effect
that the administration can order civil
service employees to lobby for the ad-
ministration’s legislative program but
that they dare not oppose it. The ruling
means that, if this stands, since the ad-
ministration has sent to the Congress a
recommendation for a pay bill for the
civil service employees the employees
must support it whether or not they
agree with the formula in that bill. Un-
der the ruling they are supposed in all
their public utterances to defend in its
entirety the administration’s recommen-
dation on its pay bill.

Certainly it was not the intent of
Congress that the employees be re-
stricted from expressing their personal
opinions. Under this ruling if em-
ployees speak before any public groups
they are to endorse or explain the ad-
ministration’s views only without regard
as to whether or not they are for them.
They dare not say one word against the
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administration’s formula in the pay bill,
and they are not to say one word against
the postal rate increase.

If any Director of Internal Revenue
Service says one word against the pro-
posed tax bill or the formula in the
pending tax bill, which will come before
our committee next week, he will be vio-
lating the ruling. They must advance
the administration’s views only. They
cannot speak against it even though
there are items in that bill which they
think would not work to the best inter-
ests of the people.

My own opinion is that the civil serv-
ice employees ought to stay out of
discussions on pending legislative pro-
grams. Surely, they have a right to pe-
tition the Congress as to matters deal-
ing with themselves. No one quarrels
with that right. They have always had
that right.

So far as the administration programs
are concerned, with respect to whether
we should amend the tax laws, whether
we should increase or lower taxes,
whether we should change the formula
for the paying of taxes, that is some-
thing for the Congress to determine
after consulting with the administration
and after public hearings. Congress is
to make that determination. These peo-
ple merely carry out the law. Surely,
they can interpret it once it has been
passed.

I do not think we ought to condone
such arbitrary power on the part of this
administration. It is something never
suggested before by any administration.
To my knowledge no administration has
ever suggested that it have that power—
the power to mobilize 1 million civil
service employees with instructions that
they have to defend the New Frontier
poliecies.

Mr. HOLLAND. Mr, President, will
the Senator yield?

The PRESIDING OFFICER (Mr.
Hickey in the chair). Does the Sena-

Mr. WILLIAMS of Delaware.
Ehrushchev may be able to do that in
Russia, but in America that is not the
way we operate.

I yield to the Senator from Florida.

Mr. HOLLAND. I think the Senator
will recall various occasions in the past
when the Senator from Florida, as chair-
man of a subcommittee handling appro-
priations for the Department of Com-
merce and other agencies, has joined the
Senator from Delaware in efforts to se-
cure general legislation on an appro-
priation bill. The Senator from Florida
wishes to give clear notice now, how-
ever, that this is a different situation,
when there is talk about putting such
an item on a supplemental bill which
contains so many emergency items.

I have in my hand a communication
from the President, printed as Docu-
ment No. 365 of the House of Represent-
atives of the 87th Congress, containing
two urgent items. There are other ur-
gent items in the other supplemental
requests, but these two I wish to bring
to the attention of my distinguished
friend from Delaware.

The first is under “Funds appropri-
ated to the President” for “Disaster re-
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lief,” $25 million. This is the explana-
tion:

This proposed supplemental appropriation
is needed to provide lmmediate relief to the
coastal areas of the eastern seaboard which
were devastated by recent storms. Amounts
are also included to cover flood damage in
West Virginia, Eentucky, and Idaho.

Then, for the Small Business Admin-
istration, there is a request for an
urgent appropriation of $10 million for
their disaster relief funds. This is the
explanation, in part:

The recent storms on the Atlantic coast
and floods in other areas have resulted in
extensive damage to businesses and homes.
These additional amounts will be used to
assist in restoring the damaged properties.

I have the full document available, if
the Senator wishes to read it. I think
the Senator will agree that it would be
unfortunate indeed for us to get mixed
up in a fight with the very excellent
committee of this body which handles
civil service items. We have had some
fights with that committee before. I
note on the floor now the ranking mi-
nority member of that committee, the
Senator from Kansas [Mr. CArRLSON].

Mr, WILLIAMS of Delaware. The
Senator from Kansas is a cosponsor of
the pending proposal.

Mr. HOLLAND. It would be even
more unfortunate to have this urgent
item, which will become available as
soon as the bill is signed by the Presi-
dent, tied up in a conference fight with
the other body.

While I am always willing to hear the
distinguished Senator—he is invited now
to appear, if he wishes, in the hearings—
I wish to tell him that even if I become
sold on his plan entirely, and I may be,
I shall never agree to put this amend-
ment on the supplemental bill, because
of the urgent nature of the items covered
by it.

I suggest that we shall be considering
civil service items, to be reported from
that legislative committee. The proper
place for the Senator to be heard, and
the proper place for him to seek to im-
pose his amendment, it seems to me,
would be in the consideration of a bill
from the proper legislative committee.

Mr, WILLIAMS

: of Delaware. Mr.
President——

Mr. HOLLAND. I repeat, I invite the
Senator from Delaware to come before
our committee. He will have a cour-
teous and full hearing. I do not wish
to have him think, from that statement,
I am encouraging him to do so, because
I think the supplemental bill is the very
last one of the appropriation bills which
should be used in this way, to inject
items which are apt to prove obstructive
in their nature both on the floor of the
Senate and in conference.

Mr. WILLIAMS of Delaware. Mr.
President—

Mr. HOLLAND. I wish to proceed a
little further than I had intended. I
close on this item by saying at this point,
I remind the Senator that the Senate
Committee on Post Office and Civil Serv-
ice has been exceedingly interested al-
ways in insisting upon its jurisdiction.
On one or two occasions the committee
has yielded to the Appropriations Com-
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mittee, when urgent items had to be
passed, which I could recite, but in the
normal instance the committee has in-
sisted there be hearings before the com-
mittee with respect to matters which
propose to change the law which is under
their jurisdiction. I hope that my dis-
tinguished friend will be mindful of that
trouble which we have had in the past,
both on this floor and in conference, be-
fore insisting upon anything.

My distinguished friend from Virginia
[Mr. RoeerTsoN] has handed to me the
United States Code, titles 1 to 9. In
title 5, section 118i there is reference to
‘“‘Executive employees; use of official au-
thority; political activity; penalties; re-
ports to Congress.”

I ask unanimous consent that the see~
tion be printed in the Recorp at this
point.

There being no objection, the section
was ordered to be printed in the Recorp,
as follows:

§ 1181. Executive employees; use of official
authority: political activity; penalties;
reports to Congress.

(a) It shall be unlawful for any person
employed in the executive branch of the Fed-

‘eral Government, or any agency or depart-

ment thereof, to use his official authority or
influence for the purpose of interfering with
an election or affecting the result thereof,
No officer or employee in the executive branch
of the Federal Government, or any agency
or department thereof, shall take any active
part in political management or in political
campalgns. All such persons shall retain the
right to vote as they may choose and to ex-
press their opinions on all political subjects
and candidates. For the purposes of this
section the term “officer” or “employee” shall
not be construed to include (1) the Presi-
dent and Vice President of the United States;
(2) persons whose compensation 1s pald
from the appropriation for the office of the
President; (3) heads and assistant heads of
executive departments; (4) officers who are
appointed by the President, by and with the
advice and consent of the Senate, and who
determine policies to be pursued by the
United States In its relations with foreign
powers or in the Nation-wide administration
of Federal Laws. The provisions of the sec-
ond sentence of this subsection shall not
apply to the employees of The Alaska Rall-
road, residing in municipalities on the line
of the rallroad, In respect to activities in-
volving the municipality in which they
reside.

(b) Any person violating the provisions
of this section shall be removed immediately
from the position or office held by him and
thereafter no part of the funds appropriated
by any Act of Congress for such position or
office shall be used to pay the compensation
of such person: Provided, however, That the
United States Civil Service Commission
finds by unanimous vote that the violation
does not warrant removal, a lesser penalty
shall be imposed by direction of the Com-
mission: Provided further, That in no case
shall the penalty be less than :.’nety days’
suspension without pay: And provided fur-
ther, That in the case of any person who has
heretofore been removed from the service
under the provisions of this section, the
Commission shall upon request of said per-
son reopen and reconsider the record in
such case. If it shall find by a unanimous
vote that the acts committed were such as
to warrant a penalty of less than removal
it shall issue an order revoking the restric-
tion against reemployment in the position
from which removed, or in any other posi-
tion for which he may be qualified, but no
such revocation shall become effective until
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at least minety days have elapsed following
the date of the removal of such person from
office.

(c) At the end of each fiscal year the Com=-
mission shall report to the Presldent for
transmittal to the Congress the names, ad-
dresses, and nature of employment of all per-
sons with respect to whom action has been
taken by the Commission under the terms
of this section, with a statement of the facts
upon which action was taken, and the pen-
alty ilmposed (Aug. 2, 1939, 11:50 a.m. ES.T.,
ch. 410, § 9, 53 Stat. 1148; July 19, 1840, ch.
640, § 2, 54 Stat. 767; Mar 27, 1042, ch. 199,
title VII, § 701, 66 Stat. 181; Aug. 8, 1946,
ch. 904, 60 Stat. 937; Aug. 25, 1950, ch. 784,
§ 1, 64 Stat. 475.)

AMENDMENTS

1960—Subsec. (b) amended by act Aug. 25,
1950, which added the provisos to glve the
Civil Service limited discretion in the impo-
sition of penalties and removed the restric-
tion against reemployment.

Subsec. (¢) added by act Aug. 25, 1950, to
require the Civil Service Commission to make
annual reports to Congress.

1946—Subsec. (a) amended by act Aug. 8,
1946, to permit Alaska Rallroad employees
to participate in local political matters in-
volving municipal governments only.

1942—Subsec. (a) amended by act Mar. 27,

1942, to except part-time officers and em- .

ployees serving without compensation or
nominal compensation during World War II,
but such amendment has been omitted as it
expired on Mar. 31, 1947, under provisions
of section 645 of Appendix to Title 50, War
and National Defense.

1940—Subsec. (a) amended by act July 19,
1940, to give all persons the right to express
their political opinions.

Mr. HOLLAND. That is the section
which I understand the distinguished
Senator proposes to amend. It is very
obvious that it deals with the contro-
versial section of the Hatch Act.

Mr. WILLIAMS of Delaware. Mr.
President, if the Senator will yield to me
for the purpose of clarifying the ReEcorp,
I submit that the amendment which I
propose would not amend that section.
‘What I propose is merely a limitation on
the appropriation bill, The Senator
from Florida has in other years voted
for such limitations even though it was
legislation on an appropriation bill. We
passed such a proposal last year unani-
mously through the Congress.

Mr. HOLLAND. The Senator is cor-
rect, except that he would have to limit
himself to a regular appropriation bill,
gﬁil not to a supplemental appropriation

Mr. WILLIAMS of Delaware. Not
necessarily.

I say to the Senator from Florida that
I am as much interested as he is in those
emergency appropriation items in the
supplemental appropriation bill. I rep-
resent one of the areas which is involved.
But these agencies have adequate funds
to proceed. I have talked with their rep-
resentatives, and while they need the
extra money they can proceed with exist-
ing funds. They will need the money to
implement their funds as they deplete
them. I am wholeheartedly in support
of their request.
~ But this proposal would not tie up
anything. There is somewhat of an
emergency in regard to this ruling. This
represents a drastic change in the policy
on the part of the administration in re-
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gard to the activities of civil service
employees.

I emphasize again that the reason
this was not done before is that I had
to wait about a month to get an answer
from the Attorney General. The Attor-
ney General was on a worldwide tour.
I do not find fault with him for going
away. Some people would say that he
should have stayed away a little longer.
I am glad that he is back.

The Senator from Kansas [Mr. CARL-
sonN] to whom the Senator referred as
one who might object to the usurpation
of the jurisdiction of the committee is
a cosponsor of this amendment. He rec-
ognizes its importance.

I have every intention of going along
with the request of the Senator from
Virginia [Mr. RosErTson], and I would
be delighted to wait and consider this
subject in connection with a supple-
mental bill.

I appreciate the offer of the Senator
from Florida to afford me a hearing if
that action is taken, but I would not
appreciate being heard before a chair-
man of a committee who has already
said that he will oppose the measure aft-
er he has heard it. If we are to take
such a firm position in advance we
should have the vote now. Let us settle
the issue today if we can get the kind
of hearing that has been proposed.

Mr. CARLSON. Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware. I yield
to the Senator from Kansas.

Mr. CARLSON. I believe that my in-
terest in behalf of civil service or Fed-
eral employees in this Nation is well
known. In my past years of service in
the Senate I have been greatly distressed
by the situation in this regard, and I was
greatly distressed when the ruling was
issued early this year. At that time I
made some statements on the subject on
the floor of the Senate. I had discussed
it with the Chairman of the Civil Service
Commission. I told him I thought the
ruling was unfortunate, because we have
a group of Government workers who
should be free from pressure from any
admininistration or group.

I do not see how those employees can
be free from such pressure under the
ruling that the Commission has issued,
which states that the employees may,
and possibly should, go out and make
speeches in behalf of proposals of the
administration. For that reason I sup-
port the proposal of the Senator from
Delaware.

However, I think it is unfortunate that
the measure is proposed as an amend-
ment to the pending bill, but it is the
first opportunity to present it. I as-
sure the Senate that it is an action which
I think should be taken in the interest
of our Government employees. Several
employees have called my attention to
the fact that they did not want to be
placed in that position. If we take the
one step proposed, and our Federal em~
ployees must go out and defend the ad-
ministration’s position, what might be
the next step? The next step might be
that they would engage in political ac-
tivities. That is something we should
try to avoid.
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I hope the Senate will give some
thought to that problem when the issue
is presented today. I sinecerely regret
that it is before us at the present time.
However, I commend the Senator from
Delaware for bringing the issue to the
attention of the Senate. I think we
should take some action on it. We
ought to express our views on it, and
I hope we may have the opportunity to
do so.

Mr. HOLLAND. Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware. I yield.

Mr, HOLLAND. So far as the Sena-
tor from Florida is concerned, he had
heard all these points stated before. He
is inclined to think that he will agree
with his friends from Delaware and
Kansas when the proper time comes to
take appropriate action upon the pro-
posal. The Senator from Florida notices
that the amendment that has been of-
fered by the Senator from Delaware
would not apply in any case until the
appropriation bill for the regular year
1963 would become operative, and that
will not be until after July 1,

He sees no point at all in the Senator's
urging his proposed change in the appro-
priation in the way he has offered it at
this time, which would not bring any im-
mediate relief. Certainly long before
July 1 there will be civil service bills re-
ported from the committee of which the
distinguished Senator from Kansas [Mr.
CarLson] is such an able member, and of
which the Senator from South Carolina
[Mr. JounsTon] is the able chairman.
I think that would be the time to con-
sider the measure.

So long as there are disaster items in
the supplemental bill, I am going to be
very hard to sell. As sincerely as I in-
vite and as cordially I will welcome the
Senator from Delaware, the Senator
from Kansas or anyone else before the
hearings on the supplemental bill, I
am not inclined to encumber emergency
items in such a way as is now proposed.
I will be very difficult to sell on the in-
clusion of any such item in the supple-
mental bill,

I reiterate my intention to extend
every courtesy to any Senator who may
have an interest in this or any other pro-
posal on which he may wish to be heard.
I shall be insisting on the same philos-
ophy as I have expressed here., There
must be more appropriate ways to pre-
sent the issue than by attaching to a
supplemental appropriation bill contain-
ing various emergency and disaster
items a general legislation measure
which is highly controversial.

That is all I care to say.

Mr, WILLIAMS of Delaware.
President——

Mr. HOLLAND. I strongly support
the position taken by my friend on the
other side of the aisle. I think the Hatch
Act should operate fully in both direc-
tions, and that there should be no parti-
san implications. But this is not the
time to present such & measure. In
hearings on a supplemental appropria-
tion bill there would be opportunity at
an appropriate time to consider such a
proposal.

Mr.
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Mr. WILLIAMS of Delaware. Mr.
President, the Senator from Florida said
that he would object to a highly contro-
versial proposal being added to a sup-
plemental appropriation bill. As I see
it, my amendment is not a highly con-
troversial matter. The issue was ex-
plained yesterday. The Senator from
Virginia [Mr. RoperTson] and the Sen-
ator from Florida [Mr. HorLrann] both
said that they were for it in prineiple.
I have yet to hear one Senator say that
he is opposed to the principle of the
amendment. All Senators are saying is,
“Do not do it today. Do it tomorrow.”

I will yield to any Member of the
Senate who says that he is opposed to
the principle of the amendment or that
he defends the ruling handed down by
Commissioner Macy and the interpre-
tation placed on the ruling by Attorney
General Kennedy. I do not shink the
Senator from Florida is in favor of that
ruling. If we are opposed to the rul-
ing there is nothing controversial about
it; let us go ahead and do the job. Let
us not put it off.

The reason I suggested the use of a
supplemental bill is that that bill would
become law immediately upon its re-
ceiving the signature of the President
and would mean an immediate overrid-
ing of the ruling of Commissioner Macy.
But if, without regard to the merits of
the proposal, we are to have determined
opposition on the part of the subcom-
mittee, let us have such determined op-
position today and let us settle the ques-
tion now.

Mr. HOLLAND, Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware. I
promised to yield first to the Senator
from Iowa.

Mr., MILLER. Mr. President, I wish
to ask the Senator from Florida a ques-
tion. In view of the Senator’s com-
ments about the undesirability of put-
ting the kind of amendment proposed on
supplemental appropriation bills, do I
correctly understand that the Senator
would have no objection to placing it
upon the bill that is now pending before
the Senate?

Mr. HOLLAND. On that question I
shall be governed by the attitude of the
Senator who is handling the bill and
who conducted the hearings. I under-
stand from him that this subject was not
brought before his subcommittee. Cer-
tainly it was not brought before the full
committee. I think such g guestion, on
such an important matter, should be
considered.

I wish to comment on a statement of
the Senator from Delaware. There are
10 Senators in the Chamber. There are
90 additional Senators. Some are quite
obstinate in their adherence to their
views, whatever they may be. I shall
never assume that 10 Senators can speak
for all 100. Besides, the chairman of
the legislative committee who is in-
volved in this matter is not present in the
Chamber. I do not believe that any oth-
er member of that committee is in the
Chamber except my distinguished friend,
the Senator from Kansas [Mr, CARLSON].

Furthermore, unlikely as I am ever to
try to speak for 90 absent Senators, I
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am much less likely to try to speak for
the attitude of the other body. We do
not have the faintest information on
what their attitude would be in the
event of a conference.

I believe that the distinguished Sena-
tor from Delaware probably has a very
meritorious proposal. I shall probably be
joining him at the time the measure
comes before the Senate in the proper
way. The Senator has an unfortunate
aptitude, however, for advancing pro-
posals at a time when it is least appropri-
ate to consider them, and I think that
this is one of those times.

I hope the distinguished Senator will
give us an opportunity to vote for this
proposal as an amendment to a civil
service bill coming from that com-
mittee. My friend from EKansas is still
in the Chamber. I am sure he would
tell us that his committee has been dili-
gent, and that it will make reports.
Probably it already has made reports
on certain bills. There will be appro-
priate bills for such an amendment.

If such action cannot be taken, there
are certainly more appropriate bills in
connection with which to advance such
a proposal than a supplemental appro-
priation bill containing disaster re-
lief items. There are certainly oppor-
tunities for Senators to be heard. I
have already said that we invite Sena-
tors to a hearing before the subcommit-
tee which I have the responsibility of
heading and which will consider supple-
mental bills.

But let us have some approach that
is at least partially regular and would
give Senators who have some responsi-
bility in the field of appropriations an
opportunity to weigh the merits and de-
merits of the proposal and decide
whether they favor it, and, if so, in what
kind of bill they propose to place such a
proposal.

I will stand with the Senator from
Virginia in opposing the placing of this
particular amendment on the bill.

Mr. ROBERTSON. I should like to
answer as the chairman of the subcom-
mittee handling the bill on the floor
of the Senate. I thought I had made it
perfectly plain yesterday that I opposed
the proposal. I made a point of order
against it, which was sustained. The
distinguished Senator from Iowa then
brought in an amendment which is even
broader than the Williams amendment.
He would not only prohibit civil service
workers from speaking out at a meeting,
but he would also prohibit their sending
even a written statement to be read at
the meeting. In addition, he would in-
clude State employees of the Soil Con-
servation Service in the prohibition.
The chairman of our full committee has
stated that even if I wished to do so, I
am precluded by the rules of the Com-
mittee on Appropriations to agree to
accept it. I am compelled to follow the
rules.

So what is the situation? The Chair
has ruled that an amendment similar to
the amendmeni of the distinguished
Senator from Iowa is out of order.

Mr. MILLER. Mr. President, will the
Senator yield?

Mr. ROBERTSON. The Senator has
filed no notice that he would move to
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suspend the rule. Therefore, under the
rule his amendment is out of order.

Mr. MILLER. Mr. President, will the
Senator yield?

Mr. ROBERTSON. I yield.

Mr, MILLER. Does the Senator from
Virginia realize that my amendment has
not been offered? I believe I understood
the Senator from Virginia to say that it
had been.

Mr. ROBERTSON. Oh, if the Senator
wishes to go through the process, he can
offer it. The Chair will rule on it, and
we will then vote. However, he cannot
move to suspend the rule, because he
must first give a full day’s notice. If
the Senator wishes to follow that path,
he may do so. We know where that
effort will wind up.

Mr., MILLER. I merely wish to point
ouf that the Senator from Iowa has not
yet offered the amendment: that the
amendment which had been offered, and
to which the point of order was made
by the Senator from Virginia, was the
amendment of the Senator from Dela-
ware, and not the amendment of the
Senator from Iowa.

Mr. ROBERTSON, I understand that
the Senator had asked if an amend-
ment which was broader than the one to
which I had objected was satisfactory
to me. I said of course it was not satis-
factory.

Mr, MILLER. The only question that
the Senator from Iowa asked informally
of the Parliamentarian was whether or
not my amendment would conform with
the changes made by the Senator from
Delaware to the extent of not being sub-
ject to a point of order. I received that
assurance.

Mr. ROBERTSON. I do notknow who
gave the Senator that assurance. I do
not know how it could be given. If the
Senator wishes to bring up the amend-
ment, I will make a point of order. Then
we will see what happens. The distin-
guished Senator from Delaware first
brought up the matter. I discussed it
with him. He agreed that it should not
be put on a bill that applies to only two
departments of the Government, and
which law shall not become operative
until next July, and which we know the
House conferees will not accept. There
is no point in arguing it one way or the
other. We know they will not accept it.

Mr. MILLER. I would merely like to
point out that the amendment I had
prepared is identical to the amendment
identified as “E” of the Senator from
Delaware, in the first part of the amend-
ment. The original amendment of the
Senator from Delaware, amendment B,
read:

No part of any appropriation contained in
this or any other Act.

The Senator from Virginia made a
point of order against the words “or any
other Act.”

Thereupon the Senator from Dela-
ware offered his amendment E, which
reads:

No part of any appropriation contained
in this Act.

He deleted the words “or any other

Act.” The Senator from Iowa had the
same words in his amendment in order
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to conform it to the Williams amend-
ment.

Mr. ROBERTSON. If the Senator will
read the Recorp he will find that the
distinguished minority leader, the Sen-
ator from Illinois [Mr. DirgsEN] asked
why we did not have a ruling on the
point of order made by me. Rule XVI
in two places prohibits us from adding
legislation limiting an appropriation
based on a contingency that may happen
in the future. That prohibition is con-
tained in two places in rule XVI. The
Williams amendment also provided that
his amendment was to apply even on
legislation which had not yet been intro-
duced. The Presiding Officer ruled that
the Williams amendment was out of
order, because it applied to all acts.

Then the minority leader insisted that
we have a ruling on the point that I
had made, with reference to a limitation
based on a contingency happening in the
future.

That is just as crystal clear as any-
thing can be. We cannof say, “You can
have this money, but if at some future
time you make a speech, you cannot
have it.”” We cannot say, either, “You
can have this money, but if you write
a letter which is read at a public meet-
ing, you cannot have the money.”

As I pointed out, the whole purpose
of the restriction is fo keep the Appro-
priations Committee from exceeding its
funections, which is solely to appropriate
money.

The rule has been relaxed with re-
spect to one phase, namely, that we can
say specifically, ““You shall not spend this
money for one purpose, propagandizing.”
That is the present law. That provision
will be in the appropriation bill for the
independent offices, and will apply to all
agencies, when it comes from the House.

The second part of the Williams
amendment, the real heart of the amend-
ment, and as offered by the Senator from
Iowa is to amend the Hafch Act with re-
spect to the right of civil service em-
ployees to attend and speak at public
meetings and functions. But the Miller
amendment, as I pointed out, goes be-
yond the Williams amendment. The
Williams amendment applied only to
speaking. The Senator from Iowa does
not want civil service employees to write

. The Senator from Iowa also
wants to include State employees who
are paid with Federal funds.

Mr. WILLIAMS of Delaware. Will the
Senator take the amendment as I sub-
mitted it? That is the amendment that
we are discussing here—not the Miller
amendment.

Our amendment would apply only to
these two agencies that are mentioned
in the bill. It would give an indication
that the Senate disapproved the use of
money in that manner.

Mr. ROBERTSON. The Senator from
Virginia will not accept it. He has said
so time after time. He does not think
that he has a right to take it. He will
not take it. He knows the House will
not take it. I will not yield for 1 min-
ute on that.

Mr. WILLTIAMS of Delaware. Then
we will vote on the question today.
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Myr. MILLER., Mr. President, I sug-~
gest the absence of a quorum.

The PRESIDING OFFICER. Does
either of the Senators in control of the
time yield for that purpose?

Mr. MILLER. I withdraw my re-
quest.

Mr. COOPER. Mr. President, I do not
intend to speak on the procedural ques~
tion, because that has been fully de-
bated. I do wish to take this oppor-
tunity to say that I hope there will be
some way, either with respect to the
pending bill or another bill, to avoid such
a situation being brought about by a civil
service ruling. This is a matter on which
there should be no partisanship. It
should not be a Republican issue or a
Democratic issue, When we consider
the history of the efforts that have been
made in this country to secure a free
and independent ecivil service, under
which the employees would not be under
pressure by the administration in power,
it is unexplainable that we should see
such a situation develop in a new admin-
istration which has characterized itself
as one of high purposes—one, in its own
words, devoted to improving the quality
of the people of this Nation in the fields
of education and general cultural ac-
tivities. It is truly unexplainable to see
such a callous, cynical and, I may say,
monstrous attempt made to influence
employees and to deny them—there
would be such a denial—their freedom
of expression and political rights.

I think it is unexplainable. I also
believe the President himself can stop
it. It ought not to be necessary to quar-
rel about it. The President should direct
the Civil Service Commission to stop the
order and to cancel it.

Mr. President, I simply wished to ex-
press myself on the situation. AsI said,
I have not in any way been able to speak
about the procedural question. How-
ever, I am speaking about the question
of substance and of the honor of the
administration, after all the years that
have been spent to achieve an independ-
ent civil service.

I hope this situation can be corrected
by an order of the President so as to
restore to the civil service their proper
independence and remove any attempt
to influence them, interfere with their
political liberty and right of political ex-
pression.

Mr. ROBERTSON. Mr. President, a
parliamentary inquiry.

The PRESIDING OFFICER. The
Senator from Virginia will state it.

Mr. ROBERTSON. The distinguished
Senator from Delaware told me over the
telephone this morning that although he
had filed a motion to suspend the rule
respecting his amendment, he had de-
cided not fto bring it up and would not
ask for a vote.

Mr. WILLIAMS of Delaware. The
Senator is correct; but I did so with the
understanding that consideration would
be given to such an amendment on the
supplemental appropriation bill, But
the chairman of the subcommittee han-
dling the supplemental appropriation bill
has indicated that he will oppose such
an amendment to that bill without re-
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gard as to its merit. If there is to be
such opposition anyway, we might just
as well vote now.

I was and still am willing to withdraw
my amendment on the basis of a state-
ment that I will get a hearing before a
committee. But when the chairman of
the committee says in advance that he
will oppose the amendment after hear-
ing a discussion on it, why waste time?

This is a very important proposal. We
are dealing with policies regarding 1 mil-
lion eivil service employees. I have not
heard any Senator say—and if there is
one I shall be glad to yield to him—he
will defend the Commissioner’s ruling
and that the rule should stand or that
he thinks the administration should be
able to direct the civil service employees
to speak for the ation’s pro-
posed legislation but that it would be
a great impropriety if the civil service
employees spoke against proposed legis-
lation. I do not think civil service em-
ployees should be used for the purpose
of either supporting or defeating pend-
ing legislation.

Mr. PASTORE. Mr. President, will
the Senator from Delaware yield?

Mr. WILLIAMS of Delaware. I yield.

Mr. PASTORE. The Senator from
Rhode Island certainly opposes that. I
think it is a rule I could support. What
we seek to do is to say to certain civil
service employees, “If there is a matfer
pending on which you are versed, a bill
about which the people wish to know
something, from hearing about if in a
political campaign, we would like to have
you go out and explain it.”

For example, the President of the
United States has spoken about the
Common Market and free trade. What
would be wrong with having someone
from the State Department, who is a
civil service employee, or someone from
the Commerce Department, who is a eivil
service employee, explain the Common
Market or free trade to people who
might be interested in those subjects,
not on the basis that they are trying to
sell something, but are merely trying to
explain the purpose.

If an employee of the Department of
Commerce does not like a suggesfion
that is being made by the President of
the United States, the Senator from Del-
aware is saying he ought to be invited
to the Rotary Club to oppose the ad-
ministration.

Mr. WILLTAMS of Delaware. I have
never said anything of the kind.

Mr. PASTORE. Is not that what the
Senator suggested?

Mr. of Delaware. No, I
did not. If the Senator from Rhode
Island had been in the Chamber he
would have known that. But he has
come into the Chamber after the debate
is over. and seeks fo interpret what
another Senator has said. If he wants
to be certain of what has been said I
suggest that he remain in the Chamber
and listen.

Mr. PASTORE. Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware. I yield.

Mr. PASTORE. The Senator from
Rhode Island heard the Senator from
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Delaware say that if there was any Sen-
ator in the Chamber who challenged
him, he should speak up. I spoke up.

Mr. WILLIAMS of Delaware. Yes;
but the Senator should speak his own
opinion and not try to speak the opinion
of another Senator.

Mr. PASTORE. I am speaking my
opinion; I did not speak the opinion of
the Senator from Delaware at all.

Mr, WILLIAMS of Delaware. Thank

you.

Mr. ROBERTSON. Mr. President, the
Senator from Virginia cannot be the
keeper of the conscience of the Senator
from Delaware; but when he told me he
would not bring up his amendment, I so
informed the majority leader. The ma-
jority leader is not in the Chamber. The
minority leader was so informed; he is
not here, The majority whip was so in-
formed; he is not here. A number of
members of the Committee on Appro-
priations, who feel it necessary to pro-
tect the bill, are not in the Chamber.

If the Senator from Delaware feels
he has sufficient reason under those
circumstances—and we expect to vote
in about 5 minutes—to go back on what
he told me——

Mr., WILLIAMS of Delaware. Let us
complete the rest of our conversation.
The Senator from Virginia indicated that
in principle he favored this proposal,
and I understood he would like to sup-
port it if it were offered to the supple-
mental appropriation bill.

Mr. ROBERTSON. 1 beg the Sena-
tor’s pardon; I did not say that. I said
I am in sympathy with the purpose and
intent of the Senator's proposal, but I
cannot accept it on the pending bill. I
said the more appropriate way would be
to offer it to the supplemental appropria-
tion bill; then it would become effective
almost immediately. The bill under con-
sideration will not become effective until
July 1. The supplemental appropriation
bill will apply to a number of depart-
ments. The pending bill applies to only
two.

If the Senator proposed his amend-
ment to the supplemental appropriation
bill, he could appear before the commit-
tee, and the committee could then vote
on whether the subcommittee chairman
handling the bill would be authorized
to move to suspend the rule.

Mr. WILLIAMS of Delaware. On that
point I agree, and I would agree again.
But the point I make is that since the
time I spoke to the Senator from Vir-
ginia, the chairman of the Subcommit-
tee on Supplemental Appropriations has
indicated he will oppose the amendment
without regard to its merits. What is
the use of postponing this question for
a hearing before a committee when the
chairman of the subcommittee has al-
ready rendered a decision? I think this
far too important a proposal.

Mr. ROBERTSON. I shall have to op-
pose the Senator’s proposal. A vote has
been ordered. Iam readyto vote.

Mr. MANSFIELD. Mr. President, will
the Senator from Delaware yield?

Mr. WILLTAMS of Delaware. I yield.

Mr. MANSFIELD. I feel quite certain
the Senator from Virginia did not say he
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would not consider the proposal on its
merits. The Senator from Delaware
must have misunderstood, because I
have known the Senator from Virginia,
both in the House and the Senate, for
20 years——

Mr. WILLIAMS of Delaware. I did not
mean to suggest that the Senator from
Virginia is going back on his word or
that he would not be fair.

Mr. MANSFIELD. He has always said
he would be willing to consider the pro-
posal on its merits. I am sure he would
say so again.

Mr. ROBERTSON. I am simply not
at liberty to accept any legislation on
the pending bill.

Mr. MANSFIELD. That is under-
stood. I hope this problem can be set-
tled amicably.

Mr. WILLIAMS of Delaware. I hope
so too. I am willing to go along with
the Senator in that desire. But I think
the majority leader will agree that rec-
ognizing the circumstances, at least we
are entitled to a hearing on the supple-
mental appropriation bill without hav-
ing the question prejudged by the chair-
man of the subcommittee which will
handle that bill, in a statement that
while he might favor the proposal he
would not accept it under any circum-
stances.

All I seek to do is to get the proposal
before Congress in some manner. The
reason why I did not submit it to the
committee earlier is that I waited for
nearly 30 days for a reply to a letter I
sent to the Attorney General. I am not
raising any question about that; that is
beside the point. However, I did not get
a reply to my letter of February 27 un-
til the last weekend.

The Senator from Massachusetts [Mr.
SavronsrarL] with whom I spoke about
the situation, thought we had worked
out a constructive solution. I still am
willing to go along with such an arrange-
ment.

Mr. SALTONSTALL. Mr, President,
will the Senator from Delaware yield?

Mr. WILLIAMS of Delaware. I yield.

Mr., SALTONSTALL. Mr. President,
I shall simply say, as I have said in a
private conversation with the Senator
from Florida [Mr. Horrawpl, that I
talked with the Senator from Delaware
this morning on this problem. I told
him that I thought the proper proce-
dure would be not to push his amend-
ment at this time because there had not
been any opportunity for the commit-
tee to discuss it or hear it. I said that
if he wished to write a letter to the
chairman of our committee, the distin-
guished Senator from Arizona [Mr.
Havpen]1, and would send a copy of it to
me, I would agree to bring it up before
the full Committee on Appropriations
when the supplemental appropriation
bill was being considered.

I did not commit myself to say that
the committee would agree to or act upon
the Senator’s proposal, but I said I would
agree to bring it before the committee.
My idea in making that proposal was
that the supplemental bill will cover all
departments of the Government, where-
as the bill now under consideration
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covers only two departments of the Gov-
ernment; therefore, the other depart-
ments would not be considered in the
pending bill. That was the result of
the conversation I had this morning with
the Senator from Delaware. I said that
if he would write a letter to the chair-
man of the committee, I would agree to
bring it before the committee to see if
they would consider the Senator’s propo-
sal when the supplemental appropriation
bill was considered by the Committee on
Appropriations.

Mr. WILLTAMS of Delaware. Ithank
the Senator from Massachusetts. That
is exactly as I understand the matter.

I am not asking any member of the
committee to say he will vote for this
amendment without looking at it. But
I am asking that there not be a prede-
termination by any member of the com-
mittee to oppose my proposal, no matter
what it covers.

If I now withdraw my amendment I
think I should have assurance that the
proposal will be considered on its merits,
rather than to be opposed solely on the
basis that it is to be offered as an
amendment to the supplemental appro-
priation bill.

The PRESIDING OFFICER. The
hour of 12 o'clock has arrived.

Mr. MANSFIELD. Mr. President, I
ask that the time under the unanimous-
cotle'::ent agreement be extended 5 min-
utes.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. WILLIAMS of Delaware. Mr.
President——

Mr. MANSFIELD, Mr. President,
will the Senator from Delaware yield?

Mr, WILLIAMS of Delaware. I yield.

Mr. MANSFIELD. Mr. President, it
appears to me that this proposal does
not, in effect, have the prerequisites for
consideration on the basis of an amend-
ment to an appropriation bill, but, in-
stead, that it would best be considered
as a piece of regular legislation, be-
cause it is specifically, at least to an
extent, tied up with the Hatch Act.
Furthermore, the procedure under the
rules relating to appropriation bills calls
for the maintenance of a rather delicate
balance.

I understood the Senator from Massa-
chusetts to say he had discussed this
matter with the Senator fromr Delaware,
and that the Senator from Delaware
had agreed to write a letter to the chair-
man of the Appropriations Committee;
and that, on the basis of the letter, the
Senator from Massachusetts, the rank-
ing member of the committee on the Re-
publican side, would take up this matter
with the chairman of the committee,
and would see what could be done at a
future time.

I hope the Senator from Delaware
will not attempt at this time fo bind
the committee to an agreement to con-
sider the proposal in connection with
the supplemental appropriation bill,
but—instead—will, following the debate
which has been had, provide an oppor-
tunity to determine what could be done
in a regular parliamentary manner in
connection with his proposal.
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Mr. HOLLAND. Mr. President, will
the Senator from Delaware yield to me?

Mr, WILLIAMS of Delaware. I yield.

Mr. HOLLAND. In the absence of the
majority leader, I had already gone fur-
ther, I think, than the Senator has in-
dicated he had gone in his conference
with the Senator from Delaware, which
the Senator had very kindly communi-
cated to me.

I told the Senator from Delaware that
I now invite him to appear before the
Appropriations Subcommittee which I
happen to head, and there be heard ; and
I stated that any other Senator could be
heard there at the same time. But I also
told the Senator from Delaware that I
would be hard to sell on his proposal to
inelude in that appropriation bill general
legislation of this type, regardless of
whether I support the proposal, even
when properly presented as an amend-
ment to a supplemental appropriation
bill, for that bill includes appropriations
of $35 million in emergency funds for
disaster relief and loans to the areas on
the middle Atlantic coast, and else-
where, because of recent storms and
floods.

I now repeat that I gladly invite the
Senator from Delaware to appear before
the subcommittee; and he does not have
to write a letter to anyone—any more
than he has had to do so in the past; and
he will be heard fully and courteously.

My own feeling is that he will be com-
ing to the wrong place in order to get
such a controversial proposal enacted
into law as part of that particular ap-
propriation bill, I am frank to make
that statement.

Mr. MANSFIELD., Mr. President, if
the Senator from Delaware will yield
further——

Mr., WILLIAMS of Delaware. I yield.

Mr. MANSFIELD. I would have no
doubt that if this proposal were made
before a regular Appropriations Sub-
committee, all members would approach
the proposal with open minds, and would
consider it on its merits.

Mr. HOLLAND. Mr. President, I cer-
tainly agree with the statement of the
majority leader. I, at least, mean that
if I thought this proposal should not be
considered as an amendment to a par-
ticular appropriation bill, I would vote
to add it as an amendment to another
bill. Every one of the 27 members of the
Appropriations Committee has a right
to cast his vote on any such matter as
he thinks best, and that is what generally
is done. If I felt that such a proposal
should be attached fo an appropriation
bill, I would be glad to assist in getting
it so attached.

However, for the reasons I have al-
ready stated, I do not think it would be
appropriate to attach it to the supple-
mental appropriation bill.

Mr. WILLIAMS of Delaware. ButdoI
correctly understand the Senator from
Florida to say that he would approach
this matter with an open mind?

Mr. HOLLAND. Yes, as to its desir-
ability; but I have already said that I do
not think it would properly be a part of
the supplemental appropriation bill.

Mr. CARLSON. Mr. President, will
the Senator from Delaware yield to me?
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Mr. WILLIAMS of Delaware. I yield.

Mr. CARLSON. In view of the state-
ments which have been made, I hope the
Senator from Delaware will withdraw his
amendment at this time. Of course, I
said earlier that I regretted the decision
which had been made in regard to the
announced position taken by the Civil
Service Commission. I believe that was

a -

;jr. HOLLAND. Mr. President, if the
Senator from Delaware will yield further,
let me say that I think we need to have
an opportunity to have more light
thrown on this matter and more consid-
eration given to it. As I understand,
yesterday the proposal was changed

times, with the result that at
various times three different versions of
it were under consideration, following the
making of the various changes.

I invite the Senator from Delaware to
appear before the Appropriations Sub-
committee which I happen to head—and
of course I am a member of other Ap-
propriations Subcommittees, and I am
also a member of the full Appropria-
tions Committee. One of the members,
as the Senator knows, is the distin-
tinguished Senator from Massachusetts
[Mr. SavrronsrtarrLl—and there is no
more highly respected member than
he—who already has taken a clear posi-
tion on this matter.

So I think the Senator from Delaware
will serve best his own cause, rather than
do it a disservice, if he thus proceeds to
lay a predicate for a sound hearing of
his proposal and for its consideration by
the committee.

Mr. WILLIAMS of Delaware. That is
what I wanted, Mr. President—to have
the matter heard and fairly considered;
and the Senator from Florida has now
assured us that such will be the case,
and I know the Senator from Florida
well enough to know that he means it.
This is an important matter because it
relates to all civil service employees.
Before concluding, however, I point out
that this proposal is not one to amend
the Hatch Act. Instead, it would amend
a law which previously was enacted as a
part of an appropriation bill. It was ap-
proved in July of last year as part of the
Department of Commerce appropriation
bill and covered not only the appropria-
tions made under that act but also the
appropriations made under all other ap-
propriation acts of that year. In view
of the language used at that time, I sup-
ported it, and I think it received the
unanimous support of the Appropriations
Committee notwithstanding the fact
that all recognized that it was legisla-
tion on an appropriation bill. All of us
supported it at that time and thought
that the language was broad enough to
protect the workers.

The PRESIDING OFFICER. The ad-
ditional time made available for debate
on this subject has expired.

Mr. WILLIAMS of Delaware. Mr.
President, may we have an additional 5
minutes?

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the time for
debate on this matter be extended for 5
additional minutes.
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The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. DIRKSEN. Mr. President, will
the Senator from Delaware yield?

Mr, WILLIAMS of Delaware. I yield.

Mr. DIRKSEN. I wonder whether the
distinguished majority leader will re-
state his assurances in regard to this
matter.

Mr. MANSFIELD. The assurances
were made by the distinguished senior
Senator from Florida [Mr. HoLranpl. I
am prepared to support him in what he
has stated today on the floor of the Sen~
ate, and I think that is satisfactory to
the Senator from Delaware.

Mr. WILLIAMS of Delaware. Yes; it

Mr. DIRKSEN. In the interest of
clarity and understanding, may I ask the
Senator from Florida' to restate the un-
derstanding ?

Mr. HOLLAND. Mr. President, the
first time I discussed this matter today, I
stated to the Senator from Delaware that
as chairman of the subcommittee which
handles the supplemental appropriation
bill—which soon will be before the Sen-
ate; the hearings on it will begin next
week—I cordially invite him to appear
before the subcommittee and state his
case. I told him he would receive a
courteous and generous hearing, and so
will any other Senatfors who wish to ap-
pear in connection with the matter.

I also told him that in my judement
that bill would be an unfortunate one to
which to attach his proposed amend-
ment—even if all of us agreed that it
was appropriate to attach his amend-
ment to an appropriation bill—because
of the fact that that bill includes ap-
propriations of $35 million of disaster
relief funds, to enable badly needed dis-
aster relief work to proceed immediately
on the middle Atlantic seaboard and at
other places, but particularly there.

In my last statement, to which the
Senator from Montana has referred, I
said that probably I would maintain the
positon that the supplemental appro-
priation bill would be an unfortunate
bill to which to attach the amendment;
but I said that as a member of the full
committee, if I were “sold” upon the de-
sirability of attaching this amendment to
any appropriation bill, I certainly would
feel free to endeavor to attach it to the
next bill which comes up—a bill which
would not include such emergency
items—because it will not be effective un-
til the 1st of July.

I have expressed the hope that that
course would be followed, because there
has been no hearing on this question.
The wording has been changed even
since it has been infroduced. We do not
have the presence of the senior Senator
from South Carolina [Mr. JOENSTONI,
who is chairman of the legislative com-
mittee involved. We do not know what
his attitude would be. I think a hearing
either before the subcommittee, and get-
ting to the full committee through that
course, or before any other subcommit-
tee, and getting to the full committee in
that way, will give more light on this
maftter and probably will result, in my
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judgment, in the adoption of the amend-
ment.

I have expressed general approval of
the objectives which I understand the
Senator from Delaware has in mind. I
am going to be hard to “sell” that such
a proposal should have application on
an emergency appropriation bill which
contains disaster funds, without knowl-
edge of what the legislative committee
feels should be done, and of course with-
out knowledge of what the other body
may decide is its own position, either
through the committee or the confer-
ence which would ensue.

I think that is a pretty sound position
and makes good commonsense. I think
it will give us light, where nobody has
had any light on it, because no Member
of Congress saw the wording until yes-
terday, and it has been changed twice
sinece that time.

I think tkhe Senator from Illinois will
say it is a fair proposal and fairly made.

Mr, WILLIAMS of Delaware. I would
like to comment on what the Senator
from Florida said about the language and
the fact that it was changed. First it
was extended to cover all other acts, and
the second change was to confine it to
this bill alone. The substance of the
language remained the same in both
amendments.

Mr. MANSFIELD. Mr. President, I
may add to what the Senator from Flor-
ida has said that the ranking minority
member of the Appropriations Com-
mittee has said he has discussed this
matter with the Senator from Delaware
and has suggested that a letter be writ-
ten to the chairman of the Appropria-
tions Committee, the Senator from
Arizona [Mr. HaypEN], that every consid-
eration be given to the expression by the
Senator from Delaware.

Mr. SALTONSTALL. That is correct.

Mr. DIRKSEN. Only one comment,
Mr. President. I think there is a tend-
ency to look with real disfavor upon
a line or a proposal being attached to an
appropriation bill. I do not regard that
as an absolute. First, under the rules,
we do provide for suspension of the
rules to admit legislation on an appro-
priation bill; but it is never to be for-
gotten that we are dealing with funds
out of the Federal Treasury, and that
it is within the province of Congress, and
in fact its duty, to prescribe proper limi-
tations for the extension of the funds
and to delimit the purpose for which
they are expended. This proposal comes
within that purview. So limitations are
always in order.

It is not always easy to spell out in
an amendment language which does not
admit of contingency or give directions
which are subject to points of order; but
if Congress is not to utilize the power to
place a limitation on the funds, then
it will have to make an accounting for
the extravagance and waste that occur.

But, more importantly, and as involved
in this amendment, Federal employees
may be undertaking something that, in
my judgment, is in confravention of the
Hatch Act, and, along with that, some-
thing which goes to the heart of the rul-
ing that was issued by Mr. Macy on the
Civil Service Commission.
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I do not concur with that ruling at
all, There were 1,079,000 civil service
employees as of June 30, 1961. If we are
going to turn them loose to become
propagandists and salesmen, then I des-
pair of the very future of our Govern-
ment, because they would do so if they
had a vested interest in something that
served their purpose and well-being.
And, believe me, that is a very substantial
machine,

This is a serious matter. Therefore
it merits careful attention on the part
of the Senate.

Mr. PASTORE. Mr. President, will
the Senator yield?

Mr. DIRKSEN. Iyield.

Mr. PASTORE. Is it not a fact that
the pending appropriation bill does not
become operative until the 1st of July
1962?

Mr. DIRKSEN. That is correct.

Mr. PASTORE. I quite agree with the
Senator that there are instances in which
there have been motions to suspend
the rules in order to have limitations on
an appropriation bill. That is perfectly
proper. In this particular case I think
the amendment is far reaching, We are
assuming many things for which no
proof has been given. What we are
saying here is that this administration
is deliberately employing civil service
employees to go out and campaign po-
litically. That is the implication that
has been leveled at the Senate, not only
today, but yesterday.

I believe the place where the amend-
ment ought to go is before the legislative
committee. There everybody will be
able to vent his spleen. Everyone can
make whatever political speech he de-
sires to make. Everybody can make
whatever whistlestop speech he wishes
to make. Then it can be ascertained
whether this administration is delib-
erately using civil service employees to
play the game of politics, as it has been
accused of doing. I am not in favor of
that practice but I do not believe the
administration has been doing it. That
is my objection to the amendment at
this time.

Mr., DIRKSEN. Mr. President, are
we still within the time limitation?

The PRESIDING OFFICER. The
time has expired.

Mr. DIRKSEN. I ask unanimous
consent that the time be extended for
5 minutes.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DIRKSEN. I can concur with
what fthe distinguished Senator from
Rhode Island has said, but I call atten-
tion to the fact that when we go before
the Appropriations Committee with a
legislative proposal dealing with this
subject matter, time runs out, and I
have seen it happen so offen in both
branches of Congress, so that we get no-
where. So, as a matter of quiet des-
peration, ofttimes we have to resort to
limitations on appropriation bills to get
done what we desire. I do not think
there is anything wrong with it, nor is
that technique offensive under the rules.
When we are dealing with limitations,
sometimes it is the only effective course
We can pursue,

5467

Ever since the Pendleton Act, which
goes back to 1893, the whole hope has
been to establish a career service based
upon merit, so that those who are in the
service are protected, and I think they
must be protected regardless of the ad-
ministration that is in power, so they can
freely refuse to become salesmen or
propagandists for something, or can
enter into such activity within the pro-
visions of the Hatch Act. That secu-
rity of the American citizen who works
for his Government must always be pro-
tected. That is the first consideration.

Mr. PASTORE. Mr. President, will
the Senator yield?

Mr. DIRKSEN. I yield.

Mr. PASTORE. I agree wholeheart-
edly with what the Senator has said. I
believe in the Hatch Act. I do not be-
lieve we ought to use career or civil serv-
ice employees to play politics. I have
said that before. This is a serious ques-
tion, because several letters in the pos-
session of the Senator from Delaware
have exceedingly disturbed him over the
way this administration is alleged
using civil service employees to play the
game of polifics, something which has
never been done before. I do not believe
it. That accusation has not been proved.
It has not been documented. The Sena-
tor from Rhode Island does not believe
the case has been proved.

Mr. DIRKSEN, What disturbs me is
Mr. Macy's letter, which was read on
the floor today, wherein he says, in re-
sponse to the Senator from Delaware,
that in his remembrance or recollection
this has never been done before. There
we are dealing with something that is
new, and in fact quite disturbing,

Mr. WILLIAMS of Delaware. Mr.
President, with the assurance I have re-
ceived from the minority leader, the
majority leader, the ranking minority
member of the committee, and the chair-
man of the Appropriations Committee
that this matter will be considered on its
merits I am not going to press at this
time for a suspension of the rules; in-
stead I will appear before the Appro-
priations Committee at the appropriate
time, and I will notify the chairman of
the committee of the reguest for such
an opportunity. I think this is far too
important to be brushed aside. I notify
the Senate that I will not press the mat-~
ter now.

I desire to say this in reply to what the
Senator from Rhode Island has said
about this ruling being nothing new. I
asked Chairman Maey for a copy of the
ruling and I also asked him to search the
records, to see if there were any prec-
edent for such a ruling heretofore. I
quote from Chairman Macy's letter, un-
der date of February 15:

To the best of my knowledge, the text of
this statement has not been previously dis-
tributed.

Chairman Macy went further. I asked
him to give his interpretation of the law
as he understands it, not as I understand
it, I wish to quote from Chairman
Macy’s statement in which he refers to
the law as it governs the manner in
which the civil service employees can
speak before interested public groups on
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behalf of or against pending legislation.
He stated:

A more difficult decision is faced when new
or changed programs are pending before Con-
gress in the form of proposed legislation.
Definitive statutory language prohibits the
use of appropriated funds for “publicity or
propaganda designed to support or defeat
legislation pending before Congress.”

I repeat that sentence:

Definitive statutory language prohibits the
use of appropriated funds for “publicity or
propaganda designed to support or defeat
legislation pending before Congress.”

That is not my statement. That is
Chairman Maecy's argument on the ex-
isting law. He states further:

Aware of these implications, however, the
career officlal may explain the position of
the administration in the proposed legis-
lation before interested public groups.

I then directed a letter to the At-
torney General, and I received his reply
thereto as to his interpretation of this
ruling. The Attorney General in his
reply, which I did not receive until a
couple of days ago, upheld the legality
of the ruling for civil service employees
to support the position of the adminis-
tration or as he says “to explain.”

I then asked if civil service employees
are to speak in behalf of the administra-
tion programs and are so directed what
would happen if they spoke against
pending legisletive proposals of the ad-
ministration. I should like to read the
question and the answer.

The PRESIDING OFFICER. The
time of the Senator has expired.

Mr. WILLIAMS of Delaware. Mr.
President, with the withdrawing of the
motion, there will be no vote at this
time, will there?

Mr. PASTORE. Mr. President, will
the Senator yield?

Mr. WILLIAMS of Delaware. In just
a moment. May I have a ruling?

Mr. ROBERTSON. Mr. President, I
ask unanimous consent that my col-
league may have an additional 5 minutes
to complete his statement.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WILLIAMS of Delaware. We
have debated this subject. I wish to read
my question to the Attorney General, in
my letter of February 27. This question
was based on the premise that his rul-
ing confirmed their right or duty to
to speak for pending legislation.

I asked:

Can career employees who may differ with
the position of the administration speak be-
fore interested public groups in opposition
to the administration’s position on pending
legislation without any fear of retaliation
or without jeopardizing the security of their
position?

The question was asked in the event
the Attorney General ruled that they
could be instructed to speak for the
program.

I ask unanimous consent that the At-
torney General’s reply be printed in the
REecorp af this point.

There being no objection, the excerpt
was ordered to be printed in the Recorb,
as follows:

The legal considerations pertinent to your
queatlon concernmg & career employee's pub-
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licly expressed opposition to an administra-
tion’s legislative recommendation are to a
large extent the same as those discussed
above. But, granting the legality of such
public action in a particular instance, I be-
lleve it would nevertheless constitute a seri-
ous impropriety. Although a career officlal
is entitled and expected to present his in-
dependent views to his superiors, they in
turn are entitled to his cooperation and sup-
port in respect of a policy once it is settled.
And they are entitled to that cooperation
and support from him even though he may
not agree with the policy. Whatever may
be proper for such an official acting in a
clearly private capacity, I think it would be
a distinet breach of his duty as a career
official to use his official position publicly to
oppose the policies of the administration he
serves.

Mr. WILLIAMS of Delaware. In the
letter the Attorney General states that
the career employees can legally speak
either for or against pending legislation
but, that it would be considered to be a
“serious impropriety” if they exercised
their right to express opposition. He
insists that the administration is en-
titled to the public support of these civil
service employees even though they may
not agree with the policy which they
are being asked to defend.

I shall not ask again to include in the
REecorp the complete ruling of Commis-
sioner Macy and the letter or ruling of
the Attorney General, but Senators who
are interested in the full correspondence
can find it in yesterday’s CONGRESSIONAL
REecorp on pages 5286 and 5287. Com-
missioner Macy’'s letter and ruling as
well as the Attorney General’s inter-
pretation are all in the Recorp along
with a copy of the provision of law which
we are proposing to amend.

Again I wish to call specific attention
to the fact that what we are proposing
to amend is a legislative proposal which
was attached last year to an appropria-
tion bill by the Appropriations Commit-
tee and which was approved by the Con-
gress. It represents section 509 of the
General Government Matters, Depart-
ment of Commerce, and Related Agencies
Appropriation Act, 1962, which is now
Public Law 87-126.

Mr. President, I ask unanimous con-
sent that the provision of law which we
are seeking to amend at this time be
printed in the REcorp as a part of my
remarks.

There being no objection, the pro-
vision was ordered to be printed in the
Recorp, as follows:

Section 509 of the General Government
Matters, Department of Commerce, and Re-
lated Agencies Appropriation Act, 1962, ap-
proved August 3, 1961 (Public Law B87-126):

“No part of any appropriation contained
in this or any other Act, or of the funds
available for expenditure by any individual,
corporation, or agency included in this or
any other Act, shall be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before Congress.”

Mr, WILLIAMS of Delaware. I point
out again that the provision of the law
which I am seeking to amend, upon
which the ruling is based, is a legislative
proposal which was approved by the Con-
gress last year on an appropriation bill
and supported, as I understand, by
every member of the Appropriations
Committee with the full knowledge that
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it was legislation governing the rights of
employees to actively support or oppose
pending legislation.

To make sure there is no misunder-
standing, I read the law as it was ap-
proved and as it was intended:

No part of any appropriation contained
in this or any other Act, or of the funds
available for expenditure by any individual,
corporation, or agency included in this or
any other Act, shall be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before Congress.

We thought we had done the job
properly when we passed that provision.
It clearly says: “designed to support or
defeat.”

Clearly it was the intention of the
Congress to prevent civil service em-
ployees from being used to support or to
defeat legislation.

However, since there has been a ruling
that this language is not adequate, what
I propose is to broaden the language to
make sure we override the recent ruling
and reestablish civil service employees to
their historical basis.

Mr. President, I withdraw the motion
to suspend the rules.

Mr. ROBERTSON. Mr. President, a
parliamentary inquiry.

The PRESIDING OFFICER. The
Senator from Virginia will state it.

Mr. ROBERTSON. Is my under-
standing correct, that yesterday, by
unanimous consent, the committee

amendments were agreed to?

The PRESIDING OFFICER. The
committee amendments have been
agreed to.

Mr, ROBERTSON, Mr. President, if
there are no further amendments to be
proposed, I ask for the third reading of
the bill.

The PRESIDING OFFICER. The
bill is open to further amendment.

Mr. DIRKSEN. Mr. President, a par-
liamentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. DIRKSEN. Is there an appeal
pending from the ruling of the Chair on
yesterday?

The PRESIDING OFFICER. The
Senator made an appeal yesterday.

Mr. DIRKSEN. Mr, President, I with-
draw the appeal.

The PRESIDING OFFICER. The
appeal is withdrawn.

The bill is open to further amendment.
If there be no amendment to be pro-
posed, the question is on the engross-
ment of the amendments and third read-
ing of the bill.

The amendments were ordered to be
engrossed and the bill to be read a third
time.

The bill (H.R. 10526) was read the
third time.

The PRESIDING OFFICER. The
bill having been read the third time, the
question is, Shall it pass?

The bill (H.R. 10526) was passed.

Mr. ROBERTSON. Mr, President, I
move to reconsider the vote by which the
bill was passed.

Mr. TALMADGE. Mr. President, I
move to lay that motion on the table.

The PRESIDING OFFICER. The
question is on agreeing to the motion to
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lay on the table the motion to recon-
sider. .

The motion to lay on the table was
agreed to.

Mr. ROBERTSON. Mr. President, I
move that the Senate insist upon its
amendments, request a conference with
the House of Representatives thereon,
and that the Chair appoint the con-
ferees on the part of the Senate.

The motion was agreed to; and the
Presiding Officer appointed Mr. ROBERT-
sor, Mr. McCLELLAN, Mr. MONRONEY,
Mr. BreLe, Mr. HaypEN, Mr. JOHNSTON,
Mr, Hruska, Mr. KEvceEL, and Mr. Ar-
rorT conferees on the part of the Senate,

Mr. MUSKIE, Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
Clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. MUSKIE. Mr. President, I ask
unanimous consent that the order for
th2 quorum call be rescinded.

The PRESIDING OFFICER (Mr. Bur-
pick in the chair). 1Is there objection?
The Chair hears none, and it is so
ordered.

CALL OF THE CALENDAR

The PRESIDING OFFICER. Under
the previous order, the Senate will now
proceed to the consideration of meas-
ures on the calendar, beginning with
Order No. 1197, S. 1180,

CARLOS TEODORO TREVINO
SANCHEZ

The bill (S. 1180) for the relief of
Carlos Teodoro Trevino Sanchez was
considered, ordered to be engrossed for
a third reading, was read the third time,
and passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United Stales of
America in Congress assembled, That, for
the purposes of the Immigration and Na-
tionality Act, Carlos Teodoro Trevino San-
chez shall be held and considered to have
been lawfully admitted to the United States
for permanent residence as of the date of
the enactment of this Act, upon payment
of the required visa fee.

EKENNETH DAVID WOODEN

The bill (S. 1962) for the relief of
Kenneth David Wooden was considered,
ordered to be engrossed for a third read-
ing, was read the third time, and passed,
as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for
the purposes of sections 101(a) (27)(A) and
205 of the Immigration and Nationality Act,
the minor child, Eenneth David Wooden,
shall be held and considered to be the
natural-born alien child of Harold Hoover
Wooden, a cltizen of the United States:
Provided, That no natural parent of Ken-
neth David Wooden, by tirtue of such par-
entage, shall be accorded any right, privi-
lege, or status under the Immigration and
Natlonality Act.

DOMENICO MARTINO

The bill (S, 2003) for the relief of
Domenico Martino was considered, or-
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dered to be engrossed for a third read-
ing, read the third time, and passed,
as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, not-
withstanding the provisions of paragraph
(9) of sectlon 2:2(a) of the Immigration
and Natlonality Act, Domenico Martino may
be issued an immigrant visa and admitted
to the United States for permanent resi-
dence if he is found to be otherwise ad-
missible under the provislons of such Act:
Provided, That this Act shall apply only to
grounds for exclusion under such paragraph
known to the Secretary of State or the At-
torney General prior to the date of the en-
actment of this Act.

TINA JANE BELAND

The bill (S. 2099) for the relief of Tina
Jane Beland was considered, ordered to
be engrossed for a third reading, read
the third time, and passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for
the purposes of sections 101(a) (27) (A) and
205 of the Immigration and Nationality Act,
the minor child, Tina Jane Beland, shall be
held and considered to be the natural-born
alien child of Marcel Albert Beland and Lottie
Beatricc Beland, citizons of the United
States: Provided, That the natural parents
of the sald Tina Jane Beland shall not, by
virtue of such parentage, be accorded any
right, privilege, or status under the Immi-
gration and Nationality Act.

FELIPE O. PAGDILAO

The bill (S. 214T) for the relief of
Felipe O. Pagdilao was considered,
ordered fo be engrossed for a third
reading, read the third time, and passed,
as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America tn Congress assembled, That, for the
purposes of the Immigration and Nationality
Act, Fellpe O. Pagdilao shall be held and
considered to have been lawfully admitted
to the United States for permanent residence
as of the date of the enactment of this Act,
upon payment: of the required visa fee, Upon
the granting of permanent residence to such
allen as provided for in this Act, the Secretary
of State shall instruct the proper guota-
control officer to deduct one number from
the appropriate quota for the first year
that such a quota is available.

MANUEL ARRANZ RODRIGUEZ

The bill (S. 2186) for the relief of
Manuel Arranz Rodriguez was con-
sidered, ordered to be engrossed for a
third reading, read the third time, and
passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for the
purposes of the Immigration and National-
ity Act, Manuel Arranz Rodriguez shall be
held and considered to have been lawfully
admitted to the United States for permanent
residence as of the date of the enactment of
this Act upon payment of the required visa
fee.

WONG GEE WONG

The bill (S. 2232) for the relief of
‘Wong Gee Wong was considered, ordered
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to be engrossed for a third reading,
read the third time, and passed, as
follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for the
purposes of sections 101(a) (27) (A) and 205
of the Immigration and Nationality Act, the
minor child, Wong Gee Wong, shall be held
and considered to be the natural-born alien
child of Hom Quock Min, a citizen of the
United States: Provided, That the natural
parents of the sald Wong Gee Wong shall
not, by virtue of such parentage, be accorded
any right, privilege, or status under the
Immigration and Nationality Act.

LEE R. GARCIA

The bill (S. 2243) for the relief of Lee
R. Garcia, also known as Lino Rios
Garcia, was considered, ordered to be en-
grossed for a third reading, read the
third time, and passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That the
Attorney General is authorized and directed
to cancel any outstanding orders and war-
rants of deportation, warrant of arrest, and
bonds, which may have issued in the case of
Lee R. Garcla, also known as Lino Rios
Garcia. From and after the date of the en-
actment of this Act, the said Lee R. Garcla,
also known as Lino Rios Garela, shall not
again be subject to deportation by reason of
the same facts upon which such deportation
proceedings were commenced or any such
warrants and orders have issued.

ROBERT RABIN

The bill (S. 2284) for the relief of
Robert Rabin (Kazuo Inoue) was con-
sidered, ordered to be engrossed for a
third reading, read the third time, and
passed, as follows:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, for
the purposes of sections 101(a) (27)(A) and
205 of the Immigration and Nationality Act,
the minor child, Robert Rabin (Kazuo
Inoue), shall be held and considered to be
the natural-born alien child of Stanford
Rabin, a citizen of the United States: Pro-
vided, That the natural parents of the sald
Robert Rabln (Eazuo Inoue) shall not, by
virtue of such parentage, be accorded any
right, privilege, or status under the Immi-
gration and Nationality Act,

BYRON WONG

The bill (8. 2300) for the relief of
Byron Wong was considered, ordered to
be engrossed for a third reading,
read the third time, and passed, as
follows:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, for
the purposes of the Immigration and Na-
tionality Act, Byron Wong shall be held
and considered to have been lawfully ad-
mitted to the United States for permanent
residence as of the date of the enactment
of this Act upon payment of the required
visa fee. Upon granting of permanent resi-
dence to such alien asg provided for in this
Act, the Secretary of State shall instruct the
proper quota-control officer to deduct one
number from the approprlate gquota for the
first year that such quota is available.
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ARIE ABRAMOVICH

The bill (S. 2736) for the relief of Arie
Abramovich was considered, ordered to
be engrossed for a third reading, read
the third time, and passed, as follows:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That the
Attorney General is authorized and directed
to cancel any outstanding orders and war-
rants of deportation, warrant of arrest, and
bonds, which may have issued in the case
of Arle Abramovich. From and after the
date of the enactment of this Act, the said
Arie Abramovich shall not again be sub-
ject to deportation by reason of the same
facts upon which such deportation proceed-
ings were commenced or any such warrants
and orders have issued.

DR. TING-WA WONG

The Senate proceeded to consider the
bill (8. 315) for the relief of Dr. Ting-Wa
‘Wong, which had been reported from the
Committee on the Judiciary, with an
amendment, in line 6, after the word
“of”, where it appears the first time, to
strike out “the date of the enactment of
this Act” and insert “September 11,
1958,”; so as to make the bill read:

Be it enacted by the Senale and House
of Representatives of the United States of
America in Congress assembled, That, for
the purposes of the Immigration and Na-
tionality Act, Doctor Ting-Wa Wong shall be
held and considered to have been lawfully
admitted to the United States for permanent
residence as of September 11, 1958, upon pay-
ment of the required visa fee. Upon the
granting of permanent residence to such
allen as provided for in this Act, the Secre-
tary of State shall instruct the proper quota-
control officer to deduct one number from
the appropriate quota for the first year that
such quota is available.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed.

MARIJA GRUSKOVNJAK

The Senate proceeded to consider the
bill (8. 317 for the relief of Marija
Gruskovnjak which had been reported
from the Committee on the Judiciary,
with an amendment, on page 1, line 7,
after the word “fee.”, to strike out “Upon
the granting of permanent residence to
such alien as provided for in this Act, the
Secretary of State shall instruct the
proper quota-control officer to deduct
one number from the appropriate quota
for the first year that such quota is
available.”, and insert “Upon the enact-
ment of this Act, the Attorney General
shall reduce by one number the number
of refugees who may be paroled into the
United States pursuant to sections 1 and
2(a) of the Act of July 14, 1960 (74 Stat.
504), during the fiscal year ending June
30, 1962.”; so as to make the bill read:

Be it enacted by the Senate and the House
of Representatives of the United States of
America in Congress assembled, That, for
the purposes of the Immigration and Na-
tionality Aect, Marija Gruskovnjak shall be
held and considered to have been lawfully
admitted to the United States for permanent
resldence as of the date of the enactment
of this Act, upon payment of the required
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visa fee. Upon the enactment of this Act,
the Attorney General shall reduce by one
number the number of refugees who may be
paroled into the United States pursuant to
sections 1 and 2(a) of the Act of July 14,
1960 (74 Stat. 504), during the fiscal year
ending June 30, 1962.

The amendment was agreed to.
The bill was ordered to be engrossed

for a third reading, read the third time,
and passed.

YICKE YUEN LEE

The Senate proceeded to consider the
bill (8. 732) for the relief of Yick Yuen
Lee, which had been reported from the
Committee on the Judiciary, with an
amendment, in line 6, after the word
“of”, to strike out “Soon Lee, a citizen”
and insert “Mr. and Mrs. Soon Lee, citi-
zens”; so as to make the bill read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, for the
purposes of sections 101(a) (27) (A) and 205
of the Immigration and Nationality Act, the
minor child, Yick Yuen Lee, shall be held
and considered to be the natural-born alien
child of Mr. and Mrs. Soon Lee, citizens of
the United States: Provided, That the natu-
ral parents of the said Yick Yuen Lee shall
not, by virtue of such parentage, be accorded
any right, privilege, or status under the Im-
migration and Nationallty Act.

The amendment was agreed to.
The bill was ordered to be engrossed

for a third reading, read the third time,
and passed.

RUDOLPH AMBRA

The Senate proceeded to consider the
bill (S. 1630) for the relief of Rudolph
Ambra, which had been reported from
the Committee on the Judiciary, with
an amendment, in line 7, after the word
“fee”, to insert a colon and “Provided,
That nothing in this act shall be con-
strued to waive the provisions of sec-
tion 315 of the Immigration and Na-
tionality Act.”; so as to make the bill
read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That for the
purposes of the Immigration and Nationality
Act, Rudolph Ambra shall be held and con-
sidered to have been lawfully admitted to the
United Btates for permanent residence as of
the date of the enactment of this Act, upon
payment of the required visa fee: Provided,
That nothing in this Act shall be construed
to waive the provisions of section 3156 of the
Immigration and Nationality Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

ORSOLINA CIANFLONE
IALLONARDO

The Senate proceeded to consider the
bill (S. 1915) for the relief of Orsolina
Cianflone Iallonardo, which had been re-
ported from the Committee on the Ju-
diciary, with an amendment, in line 5,
after “(Public Law 86-363)”, to insert
a colon and “Provided, That the nat-
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ural parents of the beneficiary shall not,
by virtue of such parentage, be accorded
any right, privilege, or status under the
Immigration and Nationality Act, and
the provisions of section 24(a) (7) of the
Act of September 26, 1961 (Stat. 657),
shall not be applicable in this case.”, so as
to make the bill read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That Orso-
lina Cianflone Iallonardo is deemed to be
within the purview of section 4 of the Act
of September 22, 1959 (Public Law 86-363) :
Provided, That the natural parents of the
beneficlary shall not, by virtue of such par-..
entage, be accorded any right, privilege, or
status under the Immigration and National-
ity Act, and the provisions of section 24(a)
(7) of the Act of September 26, 1961 (Stat.
657), shall not be applicable in this case.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

MICHELE EMILIO MAFFEO

The Senate proceeded to consider the
bill (8. 1937) for the relief of Michele
Emilio Maffeo, which had been reported
from the Committee on the Judiciary,
with an amendment, to strike out all
after the enacting clause and insert:

That, notwithstanding the provisions of
sections 212(a) (9), (10), (17), and (19) of
the Immigration and Nationality 'Act,
Michele Emilio Maffeo may be issued an im-
migrant visa and admitted to the United
States for permanent residence if he is found
to be otherwise admissible under the pro-
visions of such Act: Provided, That these
exemptions shall apply only to grounds for
exclusion of which the Department of State
or the Department of Justice has knowledge
prior to the enactment of this Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

HAJIME SUMITANI

The Senate proceeded to consider the
bill (8. 1943) for the relief of Hajime
Sumitani, which had been reported from
the Committee on the Judiciary, with an
amendment, in line 7, after the word
“fee”, to insert a colon and “Provided,
That a suitable and proper bond or un-
dertaking, approved by the Attorney
General, be deposited as prescribed by
section 213 of the Immigration and Na-
tionality Act.”; so as to make the bill
read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, for the
purposes of the Immigration and Nationality
Act, Hajime Sumitani shall be held and con-
sldered to have been lawfully admitted to
the United States for permanent residence
as of the date of the enactment of this Act,
upon payment of the required visa fee: Pro-
vided, That a sultable and proper bond or
undertaking, approved by the Attorney Gen-
eral, be deposited as prescribed by section
213 of the Immigration and Nationality Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.
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ANIELA WOJTOWICZ

The Senate proceeded to consider the
bill (8. 2167) for the relief of Aniela
Wojtowicz, which had been reported
from the Committee on the Judiciary,
with an amendment, on page 1, line T,
after the word “fee.”, to strike out “Upon
the granting of permanent residence to
such alien as provided for in this Act,
the Secretary of State shall instruct the
proper quota-control officer to deduct one
number from the appropriate quota for
the first year that such quota is avail-
able” and insert “Upon the enactment
of this Act, the Attorney General shall
reduce by one number the number of ref-
ugees who may be paroled into the Unit-
ed States pursuant to sections 1 and 2(a)
of the Act of July 14, 1960 (74 Stat. 504),
during the fiscal year ending June 30,
1962.”; so as to make the bill read:

Be it enacted, That, for the purposes of the
Immigration and Nationality Act, Aniela
Wojtowicz shall be held and considered to
have been lawfully admitted to the United
States for permanent residence as of the date
of the enactment of this Act, upon payment
of the required visa fee. Upon the enact-
ment of this Act, the Attorney General shall
reduce by one number the number of refu-
gees who may be paroled into the United
Btates pursuant to sections 1 and 2(a) of the
Act of July 14, 1060 (74 Stat. 504), during the
fiscal year ending June 30, 1962.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

MRS. HEGHINE TOMASSIAN

The Senate proceeded to consider the
. bill (8. 2184) for the relief of Mrs. Heg-
hine Tomassian, which had been re-
ported from the Committee on the
Judiciary, with an amendment, to strike
out all after the enacting clause and
insert:
That, for the purposes of the Immigration

and Nationality Act, Mrs. Heghine Tomassian
shall be deemed to have been born in France.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed.

JOZEF BUDNY

The Senate proceeded to consider the
bill (8. 2203) for the relief of Jozef
Budny, which had been reported from
the Committee on the Judiciary, with
an amendment, on page 1, line 7, after
the word “fee”, to strike out “Upon the
granting of permanent residence to such
alien as provided for in this Act, the
Secretary of State shall instruct the
proper quota-control officer to deduct
one number from the appropriate quota
for the first year that such quota is
available.” and insert “Upon the enact-
ment of this Act, the Attorney General
shall reduce by one number the number
of refugees who may be paroled into the
United States pursuant to sections 1 and
2(a) of the Act of July 14, 1960 (74 Stat.
504), during the fiscal year ending June
30, 1962.”; so as to make the bill read:

Be it enacted by the Senate and House of
Representatives of the United States of

America in Congress assembled, That, for the
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purposes of the Immigration and Nationality
Act, Jozef Budny shall be held and con-
sidered to have been lawfully admitted to
the United States for permanent residence
as of the date of the enactment of this Act,
upon payment of the required visa fee,
Upon the enactment of this Act, the Attor-
ney General shall reduce by one number the
number of refugees who may be paroled into

the United States pursuant to sections 1 and

2(a) of the Act of July 14, 1960 (74 Stat.
504), during the fiscal year ending June 30,
1962,

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

JAMES TAKEO NIGO

The Senate proceeded to consider the
bill (8. 2276) for the relief of James
Takeo Nigo, which had been reported
from the Committee on the Judiciary,
with an amendment, in line 6, after the
word “residence”, to strike out “on
February 18, 1955” and insert “as of the
date of the enactment of this Act upon
payment of the required visa fee.”; so
as to make the bill read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for the
purposes of the Immigration and Nationality
Act, James Takeo Nigo shall be held and con-
sidered to have been lawfully admitted to
the United States for permanent residence
as of the date of the enactment of this Act
upon payment of the required visa fee.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

GEORGE ROSS HUTCHINS

The Senate proceeded to consider the
bill (8. 2339) for the relief of George Ross
Hutchins, which had been reported from
the Committee on the Judiciary, with an
amendment, to strike out all after the
enacting clause and insert:

That, notwithstanding the provision of
section 212(a)(3) of the Immigration and
Nationality Act, George Ross Hutchins may
be issued a visa and be admitted to the
United States for permanent residence if he
is otherwise admissible under the provisions
of that Act: Provided, That the exemption
granted herein shall apply only to a ground
for exclusion of which the Department of
State or the Department of Justice has
knowledge prior to the enactment of this
Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

SHUNICHI AIKAWA

The Senate proceeded to consider the
bill (S. 2340) for the relief of Shunichi
Aikawa, which had been reported from
the Committee on the Judiciary, with
an amendment, in line 6, after the word
“residence”, to strike out “on January
25, 1955" and insert “as of the date of
the enactment of this Act,”; so as to
make the bill read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for
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the purposes of the Immigration and Na-
tionality Act, Shunichi Aikawa shall be held
and considered to have been lawfully ad-
mitted to the United States for permanent
residence as of the date of the enactment
of this Act, upon payment of the required
visa fee. Upon the granting of permanent
residence to such alien as provided for in
this Act, the Secretary of State shall in-
struct the proper quota-control officer to
deduct one number from the appropriate
quota for the first year that such quota is
available.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

MARIA CARMINA CONTI

The Senate proceeded to consider the
bill (S. 2389) for the relief of Maria Car-
mina Conti, which had been reported
from the Committee on the Judiciary,
with an amendment, on page 1, line 8,
after the word “Act”, to insert a colon
and “Provided, That a suitable and prop-
er bond or undertaking, approved by the
Attorney General, be deposited as pre-
scribed by section 213 of the said Act.”;
50 as to make the bill read:

Be il enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, not-
withstanding the provisions of paragraph
(1) of section 212(a) of the Immigration
and Nationality Act Maria Carmina Conti
may be issued an immigrant visa and ad-
mitted to the United States for permanent
residence if she is found to be otherwise ad-
missible under the provisions of such Act:
Provided, That a suitable and proper bond
or undertaking, approved by the Attorney
General, be deposited as prescribed by sec-
tlon 213 of the sald Act. This Act shall
apply only to grounds for exclusion under
such paragraph known to the Secretary of
State or the Attorney General prior to the
date of the enactment of this Act.

The amendment was agreed fo.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

ELAINE ROZIN RECANATI

The Senate proceeded to consider the
bill (S. 2418) for the relief of Elaine
Rozin Recanati, which had been reported
from the Committee on the Judiciary,
with an amendment, to strike out all
after the enacting clause and insert:

That, in the administration of the Immi-
gration and Nationality Act, section 352
(a) (2) shall not be held to have been or to
be applicable to Elaine Rogzin Recanati, a
citlzen of the United States, provided she
returns to the United States for permanent
residence prior to March 15, 1967.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed.

HRATCH SAMUEL ARUKIAN

The Senate proceeded to consider the
bill (8. 273) for the relief of Hratch Sam-
uel Arukian, which had been reported
from the Committee on the Judiciary,
with an amendment, to strike out all
after the enacting clause and insert:

That, for the purposes of the Immigration
and Nationality Act, Hratech Samuel Arukian
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shall be deemed to have “been born in
Ethiopia.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed.

NINA LONGFIELD-SMITH

The Senate proceeded to consider the
bill (8. 2011) for the relief of Nina Long-
field-Smith, which had been reported
from the Committee on the Judiciary,
with an amendment, at the beginning
of line 5, to strike out “Nina” and insert
“Antonia”; so as to make the bill read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, for
the purposes of sections 101(a) (27) (A) and
205 of the Immigration and Natlonality Act,
the minor child, Antonia Longfleld-Smith,
shall be held and considered to be the natu-
ral-born alien child of Captain and Mrs.
John W. Longfield-Smith, citizens of the
United States: Provided, That the natural
parents of the beneficiary shall not, by vir-
tue of such parentage, be accorded any right,
privilege, or status under the Immigration
and Nationality Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

The title was amended, so as to read:
. A bill for the relief of Antonia Longfield-
Smith,

WAHIDI ROMANOS JARIASH

The Senate proceeded to consider the
bill (8. 2461) for the relief of Wahidi Ro-
manos Jariash (4also known as Waheeda
Bachus Romanos), which had been re-
ported from the Committee on the Judi-
ciary, with amendments, on page 1, at the
beginning of line 3, to strike out “That,
notwithstanding the provisions of para-
graphs (22) and” and insert “That, not-
withstanding the provisions of para-
graph”; in line 6, after the name
“Wahidi"”, to strike out “Romanos” and
insert “Romanus”, and in line 7, after
the name “‘Bachus”, to strike out “Ro-
manos” and insert “Romanus”; so as to
make the bill read:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, not-
withstanding the provisions of paragraph
(25) of section 212(a) of the Immigration
and Nationality Aect, Wahidi Romanus
Jariash (also known as Waheeda Bachus
Romanus) may be issued an immigrant visa
and admitted to the United States for per-
manent residence if she is found to be other-~
wise admissible under the provisions of such
Act. This Act shall apply only to grounds for
exclusion under such paragraphs known to
the Secretary of State or the Attorney Gen-
eral prior to the date of the enactment of
this Act.

The title was amended, 50 as to read:

A bill for the relief of Wahidi Romanus
Jariash (also known as Waheeda Bachus
Romanus.) :

The amendments were agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.
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SALLY ANN BARNETT

The Senate proceeded to consider the
bill (8. 2562) for the relief of Sally Ann
Barnett, which had been reported from
the Committee on the Judiciary, with
amendments, in line 5, after the name
“Ann”, to strike out “Barnette” and in-
sert “Barnett”; in line 7, after the initial
“W.”, to strike out “Barnette” and in-
sert “Barnett”, and in line 8, after the
name “Ann”, to strike out “Barnette”
and insert “Barnett”; so as to make the
bill read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for the
purposes of sections 101(a) (27) (A) and 205
of the Immigration and Nationality Act, the
minor child, Sally Ann Barnett, shall be
held and considered to be the natural-born
alien child of Mr, and Mrs. Charles W.
Barnett, citizens of the United States: Pro-
vided, That no natural parent of Sally Ann
Barnett, by virtue of such parentage, shall
be accorded any right, privilege, or status
under the Immigration and Nationality Act.

The amendments were agreed to.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed.

The title was amended, so as to read:

A Dbill for the relief of Sally Ann Barnett.

BILL PASSED OVER

The bill (H.R. 3008) for the relief of
Hom Hong Hing, also known as “Tommy
Joe” was announced as next in order.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

Mr. MUSKIE. I ask that the bill go
over.

The PRESIDING OFFICER. The bill
will go over.

JOHN E. BEAMAN AND ADELAIDE
K. BEAMAN

The bill (S. 508) for the relief of
John E. Beaman and Adelaide K. Bea-
man was considered, ordered to be en-
grossed for a third reading, read the
third time, and passed, as follows:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That, not-
withstanding any statute of limitations or
lapse of time, suit may be instituted in
the Unied States Court of Claims at any
time within one year after the date of the
enactment of this Act to hear, determine,
and render judgment on the claim of John
E. Beaman and his wife, Adelaide K. Bea-
man, for compensation for depreciation of
real property owned by them, the value of
which allegedly has depreciated as the result
of jet aircraft activities carried on by the
United States at and In the vicinity of
MacDill Alr Force Base, Tampa, Florida.

Sec. 2. Proceedings in the sult authorized
to be instituted by the first section of this
Act, appeals, and judgments rendered there-
in shall conform to proceedings, appeals,
and judgments in cases heard under section
1491 of title 28, United States Code. Noth-
ing in this Act shall be construed as an infer-
ence of liability on the part of the United
States.
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HARVEY BURSTEIN

The bill (S. 2151) for the relief of
Harvey Burstein was considered, ordered
to be engrossed for a third reading, read
the third time, and passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That Harvey
Bursteln of Mamaroneck, New York, is- here-
by relieved of all liability to repay to the
United States the sum of $1,047.34, repre-
senting overpayments of salary which he
received as an employee of the Department
of State for the period from October 7, 19583,
through February 19, 1954, as the result of
his appointment to a position in grade GS-
14 in violation of section 1310 of the Sup-
plemental Appropriation Act, 1952 (the so-
called Whitten amendment), as amended.

Sgc. 2. The Becretary of the Treasury is
authorized and directed to pay, out of any
money in the Treasury not otherwise ap-
propriated, to the said Harvey Burstein, the
sum of any amounts received or withheld
from him on account of the overpayments
referred to in the first section of this Act.

EDWARD L. WERTHEIM

The Senate proceeded to consider the
bill (S. 2549) for the relief of Edward L.
Wertheim which had been reported from
the Committee on- the Judiciary, with
an amendment, on page 1, at the begin-
ning of line 5, to strike out “the payment
of compensation and allowances” and
insert “medical care”; so as to make the
bill read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That the
Administrator of Veterans' Affairs is author-
ized and directed to pay, out of any money
available for medical care to wveterans, to
Edward L. Wertheim, of Douglaston, Long
Island, New York, the sum of $314.07, in full
satisfaction of all his claims against the
United States for relmbursement of certain
medical expenses which he incurred while
recelving outpatient medical treatment dur-
ing the period from November 14, 1959,
through June 16, 1960, after his discharge
from the Veterans' Administration Hospital,
New York City, New York, on November 10,
1959, the sald Edward.L. Wertheim having
failed to obtain an authorization for such
outpatient treatment as a result of erroneous
;ilvitce:e glven him by an official of the United

ates.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the thrd time,
and passed.

BILL PASSED OVER

The bill (8. 17) conferring jurisdiction
on the Court of Claims to make findings
with respect to the amount of compen-
sation to which certain individuals are
entitled as reimbursement for damages
sustained by them as a result of the can-
cellation of their grazing permits by the
U.S. Air Force, and to provide for pay-
ments of amounts so determined to such
individuals, was announced as next in
order.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?
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Mr. MUSKIE. I ask that the bill go
over.

The PRESIDING OFFICER. Objec-
tion is heard. The bill will go over.

MARLYS E. TEDIN

The Senate proceeded to consider the
bill (S. 704) for the relief of Marlys E.
Tedin which had been reported from the
Committee on the Judiciary, with
amendments, on page 1, after line 9, to
strike out:

Sec. 2. The Secretary of the Treasury is
authorized and directed to pay, out of any
money in the Treasury not otherwise appro-
priated, to the said Marlys E. Tedin, the sum
of any amounts received or withheld from
her on account of the payment referred to in
the first section of this Act.

And, in lieu thereof, to insert:

Sgc. 2. That Elizabeth O. Reynolds of Pine
Ridge, South Dakota, is hereby relieved of all
liability for repayment to the United States
of the sum of $646.30, representing an
amount erroneously paid her for cost-of-
living allowance during the period from
March 19, 1956, to August 24, 1956, while she
was an employee of the Public Health Service
on detail at Seattle, Washington, from her
headquarters at Juneau, Alaska,.

And, on page 2, after line 11, to insert
a new section, as follows:

SEc. 3. The Secretary of the Treasury is
authorized and directed to pay, out of any
money in the Treasury not otherwise appro-
priated to the sald Marlys E. Tedin and
Elizabeth O. Reynolds, the sum of any
amounts received or withheld from them on
account of the payment referred to in the
first section of this Act.

- Bo as to make the bill read:

Be in enacted by the Senate and House of
Representatives of the United Stales of
America in Congress assembled, That Marlys
E. Tedin of Sitka, Alaska, is hereby relieved
of all liability for repayment to the United
States of the sum of $5680.38, representing an
amount erroneously paid her for cost-of-
living allowance during the period from Sep-
tember 23, 1955, to March 26, 19566, while
she was an employee of the Public Health
Service on detail at Seattle, Washington,
from her headquarters at Juneau, Alaska.

Sgc. 2. That Elizabeth O, Reynolds of Plne
Ridge, South Dakota, is hereby relieved of all
liabllity for repayment to the United States
of the sum of $646.30, representing an
amount erroneously paid her for cost-of-
living allowance during the period from
March 19, 1956, to August 24, 1956, while she
was an employee of the Public Health Serv-
ice on detail at Seattle, Washington, from
her headquarters at Juneau, Alaska.

Sec. 3. The Secretary of the Treasury is
authorized and directed to pay, out of any
money in the Treasury not otherwise appro-
priated, to the said Marlys E. Tedin and
Ellzabeth O. Reynolds, the sum of any
amounts received or withheld from them on
account of the payment referred to in the
first section of this Act.

The amendments were agreed to.

The bill was ordered to be engrossed
for a third time, read the third time,
and passed.

The title was amended, so as to read:

A biil for the relief of Marlys E. Tedin and
Elizabeth O. Reynolds.
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BILL PASSED OVER

The bill (H.R. 1361) for the relief of
James M. Norman was announced as next
in order.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

Mr. MUSKIE. Mr. President, I ask
that the bill go over.

The PRESIDING OFFICER. Objec-
tion is heard. The bill will be passed
over.

ERNEST JOHN LARGE

The bill (H.R. 1492) for the relief of
Ernest John Large was considered, or-
dered to a third reading, read the third
time, and passed.

EUGENE C. HARTER

The bill (HR. 2180) for the relief of
Eugene C. Harter was considered, or-
dered to a third reading, read the third
time, and passed.

GEORGE A. McDERMOTT

The bill (H.R. 3376) for the relief of
George A. McDermoitt was considered,
ordered to a third reading, read the third
time, and passed.

THEODORE T, REILMANN

The bill (H.R. 6216) for the relief of
Theodore T. Reilmann was considered,
ordered to a third reading, read the third
time, and passed.

GEORGE W. ROSS, JR.

The bill (H.R. 7676) for the relief of
George W. Ross, Jr. was considered, or-
dered to a third reading, read the third
time, and passed,

DR. CARL F. ROMNEY

The bill (H.R. 8780) for the relief of
Dr. Carl F. Romney was considered, or-
dered to a third reading, read the third
time, and passed.

WALTER SINGLEVICH

The bill (H.R. 8781) for the relief of
Walter Singlevich was considered, or-
dered to a third reading, read the third
time, and passed.

HARRY A, SEBERT

The bill (H.R. 8947) for the relief of
Harry A. Sebert was considered, ordered
to a third reading, read the third time,
and passed.

BILLS PASSED OVER

The bill (H.R. 1961) to amend sec-
tions 1, 17a, 57j, 64a(5), 67b, 67c, and 70c
of the Bankruptey Act, and for other
purposes, was announced as nexf in
order.
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The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

Mr. MUSKIE. I ask that the bill go
give:lr. This item is not calendar mate-

al.

The PRESIDING OFFICER. Objec-
tion is heard. The bill goes over.

The bill (HR. 4473) to amend the
Bankruptey Act with respect to limiting
the priority and nondischargeability of
taxes in bankruptcy was announced as
next in order.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

Mr. MUSKIE. Over,
calendar material.

The PRESIDING OFFICER. The bill
will be passed over.

This is not

SEYMOUR ROBERTSON

The bill (8. 505) for the relief of Sey-
mour Robertson was considered, ordered
to be engrossed for a third reading, read
the third time, and passed, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That the
Secretary of the Treasury is authorized and
directed to pay out of any money in the
Treasury not otherwise appropriated, to
Seymour Robertson, of Pearl River, New
York, the sum of $1,269.01. The payment of
such sum shall be in full settlement of all
claims of the said Seymour Robertson against
the United States for loss of compensation
incurred by him between April 21, 1944, and
November 27, 1944, the period during which
he was denied the opportunity to perform
service in the field service of the Post Office
Department following his discharge from the
United States Navy: Provided, That no part
of the amount appropriated in this Act in
excess of 10 per centum thereof shall be
pald or delivered to or received by any agent
or attorney on account of services rendered
in connection with this claim, and the same
shall be unlawful, any contract to the con-
trary notwithstanding. Any person violat-
ing the provisions of this Act shall be deemed
guilty of a misdemeanor and upon convic-
tion thereof shall be fined in any sum not
exceeding $1,000.

NORTH CAROLINA TERCENTENARY
CELEBRATION COMMISSION

The joint resolution (S.J. Res. 147)
providing for the establishment of the
North Carolina Tercentenary Celebra-
tion Commission to formulate and imple-
ment plans to commemorate the 300th
anniversary of the State of North Caro-
lina, and for other purposes, was consid-
ered, ordered to be engrossed for a third
reading, read the third time, and passed,
as follows:

Resolved by the Senate and House of Rep-
resentatives of the United States of America
in Congress assembled, That (a) there is
hereby established a commission to be
known as the North Carolina Tercentenary
Celebration Commission (hereafter referred
to in this joint resolution as the “Commis-
sion”) which shall be composed of fiftee
members as follows: -

(1) Four members who shall be Members

of the Senate, to be appointed by the Presi-
dent of the Senate;
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(2) Four members who shall be Members
of the House of Representatives, to be ap-
pointed by the Speaker of the House of Rep-
resentatives; and

(3) Seven members to be appointed by the
President.

(b) The President shall, at the time of
appointment, designate one of the members
appointed by him to serve as Chairman.
The members of the Commission shall re-
ceive no salary.

SEc. 2. (a) The functions of the Commis-
sion shall be to develop and to execute suit-
able plans for the celebration of a series of
anniversaries occurring during 1863, com-
memorating the three hundredth anniver-
sary of the Carolina charter of 1663, together
with significant events in the history of
North Carolina from 1663 to 1763, both years
inclusive.

{b) In carrying out its functions the Com-
mission is authorized to cooperate with and
to assist the Carolina Charter Tercentenary
Commission and any other agency created
or designated by the General Assembly of the
Btate of North Carolina for the purpose of
planning and promoting the Carolina char-
ter tercentenary celebration. If the partici-
pation of other nations in the celebration is
deemed advisable, the Commission may com-
municate to that end with the governments
of such nations through the Department of
State.

Bec. 3. The Commission may employ, with-
out regard to the clvil service laws or the
Classification Act of 1949, as amended, such
employees as may be necessary in carrying
out its functions. BService of an individual
as a member of the Commission, on a part-
time or full-time basis, with or without com-
pensation, shall not be considered as service
or employment bringing such individual
within the provisions of section 281, 283, 284,
434, or 1914 of title 18 of the United States
Code, or section 190 of the Revised Statutes
of the United States (5 U.B.C. 99).

Sec. 4. (a) The Commission is authorized
to accept donations of money, property, or
personal services; to cooperate with patriotic
and historical socleties and with institutions
of learning; and to call upon other Federal
departments or agencles for their advice and
assistance In carrylng out the purposes of
this joint resolution. The Commission, to
such extent as it finds to be necessary, may,
without regard to the laws and procedures
applicable to Federal agencies, procure sup-
plies, services, and property and make con-
tracts, and may exercise those powers that
are necessary to enable it to carry out effi-
clently and in the public interest the pur-
poses of this joint resolution.

(b) Expenditures of the Commission shall
be pald by the executive officer of the Com-
mission, who shall keep complete records of
such expenditures and who shall account
also for all funds received by the Commis-
slon. A report of the activities of the Com-
mission, including an accounting of funds
recelved and expended, shall be furnished
by the Commission to the Congress within
three months following the celebration as
prescribed by this joint resolution,

(c) Any property acquired by the Com-
mission remaining upon termination of the
celebration may be used by the Secretary of
the Interior for purposes of the national
park system or may be disposed of as sur-
plus property. The net revenues, after pay-
ment of Commission expenses, derived from
Commission activities, shall be deposited in
the Treasury of the Unilted States,

Sec. 5. The Commission shall expire upon
the completion of its duties, but in no event
later than April 1, 1984,

The preamble was agreed to.
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BILL PASSED OVER

The bill (8. 919) to amend section 9(b)
of the act entitled “An act to prevent
pernicious  political activities” to
eliminate the requirement that the Civil
Service Commission impose no penalty
less than 90 days suspension for any vio-
lation of section 9 of this act was an-
nounced as next in order.

The PRESIDING OFFICER. Is there
objection to the presént consideration
of the bill?

Mr. CARLSON. Over, by request.

The PRESIDING OFFICER. The bill
will be passed over.

LATIN AMERICAN AND UNITED
STATES POLICIES

The resolution (S. Res. 302) to print,
with illustrations, a report on “Latin
American and United States Policies,”
submitted by Senator MANSFIELD, Was
considered and agreed to, as follows:

Resolved, That there be printed with il-

lustrations, as a Senate document, a report

entitled “Latin American and United States
Policies”, submitted by Senator Mixe MANS-
FIELD to the Senate Committee on Appropri-
ations on January 13, 1962; and that two
thousand additlonal copies be printed for
use of that committee.,

PRINTING OF ADDITIONAL COPIES
OF HEARINGS OF SPECIAL COM-
MITTEE ON AGING

The resolution (S. Res. 310) authoriz-
ing the printing of additional copies of
part 1 of its hearings entitled “Retire-
ment Income of the Aging,” for the use
of the Speecial Committee on Aging was
considered and agreed to, as follows:

Resolved, That there be printed for the
use of the Special Committee on Aging two
thousand five hundred additional copies of
part 1 of its hearings entitled “Retirement
Income of the Aging.,” held by the special
committee during the Eighty-seventh Con-
gress, first session.

WINIFRED 8. GUNN

The resolution (S. Res. 315) to pay a
gratuity to Winifred S. Gunn was con-
sidered and agreed to, as follows:

Resolved, That the Secretary of the Sen-
ate hereby 1s authorized and directed to
pay, from the contingent fund of the Senate,
to Winifred 8. Gunn, widow of John O.
Gunn, an employee of the Senate at the
time of his death, a sum equal to one year’s
compensation at the rate he was receiving by
law at the time of his death, said sum to be
considered inclusive of funeral expenses and
all other allowances.

G. L. BERNHARDT CO., INC.

The bill (H.R. 9612) relating to the
elections under section 333 of the In-
ternal Revenue Code of 1954 by the
shareholders of the G. L. Bernhardt Co.,
Inc., of Lenoir, N.C., was considered,
aordered to a third reading, read the third
time, and passed.
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CHRISTINE FAHRENBRUCH

The bill (H.R. 3105) for the relief of
Christine Fahrenbruch, a minor, was
considered, ordered to a third reading,
read the third fime, and passed.

PERPETUAL SUCCESSION OF AMER-
ICAN NUMISMATIC ASSOCIATION

The bill (S. 2939) to grant the Amer-
ican Numismatic Association perpetual
succession, was announced as next in
order,

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

Mr. MUSKIE. Mr. President, there is
an identical House bill on the calendar,
Calendar No. 1276, H.R. 10573.

I ask unanimous consent that the Sen-
ate proceed to its consideration.

The PRESIDING OFFICER. The bill
will be stated by title for the information
of the Senate.

The LecISLATIVE CLERK. A bill (HR.
10573) to grant the American Numis-
matic Association perpetual succession.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

There being no objection, the Senate
proceeded to consider the bill.

The PRESIDING OFFICER. The bill
is open to amendment. If there be no
amendment to be offered, the question
is on the third reading of the bill.

The bill was ordered to a third read-
ing, was read the third time, and passed.

Mr. MUSKIE. Mr. President, I ask
unanimous consent that the Senate bill,
S. 2939, be indefinitely postponed.

The PRESIDING OFFICER. With-
out objection, the bill will be indefinitely
postponed.

THE 25TH ANNIVERSARY OF SOIL
CONSERVATION DISTRICTS

The resolution (S. Con. Res. 62) com-
memorating the 25th anniversary of the
establishment of soil conservation dis-
tricts was considered and agreed to, as
follows:

Resolved by the Senate (Lthe House of Rep-
resentatives concurring), That
hereby acknowledges the debt owed the soil
conservation districts, expresses its apprecia-
tion of, its gratitude to, and its pride in these
districts which are the custodians of the
Natlon’s agricultural lands, and extends its
congratulations to the fifteen thousand non-
salaried supervisors, commissioners, and di-
rectors of soil conservation districts, and the
thousands of their predecessors who pio-
neered in this remarkable demonstration of
sell-government and grassroots democracy.

MRS. EVA LONDON RITT

The Senate proceeded to consider the
bill (8. 2143) for the relief of Mrs. Eva
London Ritt which had been reported
from the Committee on the Judiciary,
with an amendment, to strike out all
after the enacting clause and insert:

That, in the administration of the Immi-
gration and Nationality Act, as amended,
Mrs. Eva London Ritt shall be held and con-
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sidered to be and to have been on July 30,
1961, within the purview of section 354(5)
of that Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

HARRY E. ELLISON

The Senate proceeded to consider the
bill (S. 2319) for the relief of Harry E.
Ellison, ecaptain, U.S. Army, retired,
which had been reported from the Com-
mittee on the Judiciary, with an amend-
ment, on page 1, at the beginning of
line 9, to strike out “February 26, 1943"
and insert “September 10, 1942"; so as
to make the bill read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That Harry
E. Ellison, tain, United States Army, re-
tired ( , of Beattle, Washington, is
hereby relieved of all liability for repayment
to the United States of the sum of $3,008.54,
representing the amount of overpayments of
basic pay, forelgn duty pay, and rental and
subsistence allowances received by him for
the period from September 10, 1942, through
January 31, 1954, while he was serving as a
member of the United States Army, such
overpayments having been made as a result
of administrative error.

Sec. 2. The Secretary of the Treasury is
authorized and directed to pay, out of any
money in the Treasury not otherwise appro-
priated, to the sald Harry E. Ellison, the
sum of any amounts recelved or withheld
from him on account of the overpayments
referred to in the first section of this Act.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

JOSEPH MIKULICH

The Senate proceeded to consider the
bill (8. 2375) for the relief of Joseph
Mikulich which had been reported from
the Committee on the Judiciary, with
an amendment, to strike out all after the
enacting clause and insert:

That, for the purposes of sections 101(a)
(27)(A) and 205 of the Immigration and
Nationality Act, the minor child, Joseph
Mikulich, shall be held and considered to be
the natural-born alien child of Mr. Sebas-
tian F. Mikulich, a citizen of the United
States: Provided, That the natural parents
of the said Joseph Mikulich shall not, by
virtue of such parentage, be accorded any
right, privilege, or status under the Immi-
gration and Natlonality Act.

The amendment was agreed to.

‘The bill was ordered to be engrossed
for a third reading, read the third
time, and passed.

MARIA HUSZTY BOROS

The Senate proceeded to consider the
bill (S. 2471) for the relief of Maria
Huszty Boros which had been reported
from the Committee on the Judiciary,
with an amendment, on page 1, line 7,
after the word “fee.”, to strike out “Upon
the granting of permament residence to
such alien as provided for in this Act, the
Secretary of State shall instruct the
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proper quota-conirol officer to deduct
one number from the appropriate quota
for the first year that such quota is
available.” and insert “Upon the enact-
ment of this Act, the Aftorney General
shall reduce by one number the number
of refugees who may be paroled into
the United States pursuant to sections 1
and 2(a) of the Act of July 14, 1960 (74
Stat. 504), during the fiscal year ending
June 30, 1962.”; so as to make the bill
read:

Be it enacted by the Senate and House
of Representatives of the United Staies of
America in Congress assembled, That, for
the p of the Immigration and Na-
tionality Act, Maria Huszty Boros shall be
held and considered to have been lawfully
admitted to the United States for perma-
nent residence as of the date of the en-
actment of this Act, upon payment of the
required visa fee. Upon the enactment of
this Act, the Attorney General shall reduce
by one number the number of refugees who
may be paroled into the United States pur-
suant to sections 1 and 2(a) of the Act of
July 14, 1960 (74 Stat. 504), during the
fiseal year ending June 30, 1962.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed.

KIM CAREY =

The Senate proceeded to consider the
bill (S. 2486) for the relief of Kim
Carey (Timothy Mark Alt) which had
been reported from the Committee on
the Judiciary, with an amendment, in
line 7, after the word “States”, to insert
a colon and “Provided, That the natural
parents of Kim Carey (Timothy Mark
Alt) shall not, by virtue of such parent-
age, be accorded any right, privilege, or
status under the Immigration and Na-
tionality Act.”; so as to make the bill
read:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, for
the purposes of sections 101(a){(27)(A) and
205 of the Immigration and Nationality Act,
Kim Carey (Timothy Mark Alt) shall be held
and considered to be the natural-born alien
child of Mr. and Mrs. Raymond L. Alt, citi-
zens of the United States: Provided, That
the natural parents of Eim Carey (Timothy
Mark Alt) shall not, by wvirtue of such
parentage, be accorded any right, privilege, or
:ta.t'lr under the Immigration and National-
ty Act.

The amendment was agreed to.
The bill was ordered to be engrossed

for a third reading, read the third time,
and passed,

GIUSEPPE ANIELLO

The bill (H.R. 1352) for the relief of
Giuseppe Aniello was considered, ordered
to a third reading, read the third time,
and passed.

MRS. ELBRIEDE PRISCHL ROGERS
The bill (HR. 1451) for the relief of
Mrs. Elbriede Prischl Rogers was con-

sidered, ordered to a third reading, read
the third time, and passed.
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EDVIGE CIANCIULLI
The bill (H.R. 1671) for the relief of
Edvige Cianciulli was considered,

ordered to a third reading, read the third
time, and passed.

MOHAN SINGH

The bill (H.R. 2684) for the relief of
Mohan Singh was considered, ordered
to a third reading, read the third time,
and passed.

MRS. VARTANUS UZAR

The bill (H.R. 6082) for the relief of
Mrs. Vartanus Uszar was considered,
ordered to a third reading, read the third
time, and passed.

ATHANASIA DEKAZOS

The bill (H.R. 6276) for the relief of
Athanasia Dekazos was considered,
ordered fo a third reading, read the third
time, and passed. °

MRS. IZABEL A. MIGUEL

The bill (HR. 6343) for the relief of
Mrs. Izabel A. Miguel was considered,
ordered to a third reading, read the
third time, and passed.

TEOFILO ESTOESTA
The bill (HR. 6740) for the relief of
Teofilo Estoesta was considered, ordered
to a third reading, read the third time,
and passed.

BILL PASSED OVER

The bill (H.R. 7777) for the relief of
Elisabetta Piccioni was announced as
next in order.

The PRESIDING OFFICER. Isthere
objection to the present consideration
of the bill?

Mr. MUSKIE. I ask that the bill go
over.

The PRESIDING OFFICER. The
bill will be passed over.

SISTER M. THEOPHANE

The bill (H.R. 8422) for the relief of
Sister M. Theophane (Jane Carroll) was
considered, ordered to a third reading,
read the third time, and passed.

PRESERVING RIGHTS OF CERTAIN
RESERVISTS AND NATIONAL
GUARDSMEN

The bill (S. 2697) to amend chapters
33 and 35 of title 38, United States Code,
to preserve the rights of reservists and
National Guardsmen called or ordered
to active duty on or after August 1, 1961,
was announced as next in order.

The PRESIDING OFFICER. Is there
objection to the present consideration
of the bill?

There being no objection, the Senate
proceeded to consider the bill, which had
been reported from the Committee on
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‘ Labor and Public Welfare, with amend-
ments, on page 2, line 4, after the word
“the”, to strike out “eight-year period”
and insert “eight- and five-year pe-
riods”; in line 7, after the word “of”, to
strike out “active”; in line 8, after the
word “to”, where it appears the first
time, to insert “(1)"”; in line 9, after
“1961”, to insert a comma and “or (2)
an involuntary extension of an enlist-
ment, appointment, period of active
duty, period of active duty for training,
or other period of obligated service in
any branch of the Armed Forces after
August 1, 1961.” ”; in line 13, after the
amendment just above stated, to strike
out “Notwithstanding the final termina-
tion date of January 31, 1965, prescribed
in subsection (a) of this section, such
veteran may be afforded education or
training beyond such date for a period
equal to but not greater than the period
of aetive duty disregarded in the case
of such veteran under the provisions of
the first sentence of this subsection.” *;
on page 3, line 1, after the word “of”,
to strike out “active”; in line 2, after
the word “to”, where it appears the first
time, to insert “(1)"; in line 3, after
“1961", to insert a comma and “or (2)
an involuntary extension of an enlist-
ment, appointment, period of active duty,
period of active duty for training, or
other period of obligated service in any
branch of the Armed Forces after August
1, 1961.” ”, and, after line 7, to insert
a new section, as follows:

Bec. 8. Section 2 of Public Law 86-236,
and section 5 of Public Law 86-785, are each
amended by inserting “(a)” immediately
before “In the case of'’, and by adding at
the end thereof a new subsection as follows:

“(b) In computing the five-year period
prescribed in subsection (a), the Adminis-
tration of Veterans' Affaars shall disregard
in the case of any eligible person any period
of duty performed by such person pursuant
to (1) a call or order to active duty as a
Reserve on or after August 1, 1961, or (2)
an involuntary extension of an enlistment,
appointment, period of active duty, period
of active duty for training, or other period
of obligated service in any branch of the
Armed Forces on or after August 1, 1961.”

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 2, line 4.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 2, line 7.

The amendment was agreed to.

The PRESIDING OFFICER. The
guestion is on agreeing to the amend-
ment on page 2, line 8.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 2, line 9.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 2, line 13.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 3, line 1.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 3, line 2.
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The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 3, line 3.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment on page 3, after line 7, to insert a
new section.

Mr. MUSKIE. Mr. President, I offer
an amendment to that committee
amendment.

The PRESIDING OFFICER. The
amendment will be stated.

The LecistATiveé CLERK. On page 3,
line 13, it is proposed to strike out the
word “Administration” and insert in lieu
thereof the word “Administrator.” This
amendment is offered at the request of
the author of the bill, the Senator from
Texas [Mr. YarBoROUGH].

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment to the committee amendment.

The amendment was agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the commit-
tee amendment, as amended.

The committee amendment, as amend-
ed, was agreed to.

The PRESIDING OFFICER. The
question is on the engrossment and third
reading of the bill.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed, as follows:

Be it enacted in the Senate and House of
Representatives of the United States of
America in Congress assembled, That sec-
tion 1613 of title 38, United SBtates Code, is
amended—

(1) by inserting “(a)” immediately be-
fore “No'";

(2) by inserting “, except as provided in
subsection (b) of this section,” immediately
before the words “in no event”; and

(3) by adding at the end thereof the fol-
lowing new subsection:

“(b) In computing the three-year period
referred to In section 1612(a) of this title
and the eight- and five-year periods referred
to in subsection (a) of this section, the Ad-
ministrator shall disregard in the case of
any eligible veteran any period of duty per-
formed by such veteran pursuant to (1) a
call or order to active duty as a Reserve
on or after August 1, 1961, or (2) an invol-
untary extension of an enlistment, appoint-
ment, period of active duty, period of active
duty for training, or other period of obligated
service in any branch of the Armed Forces
after August 1, 1961.”

Sec. 2. Bectlon 1712 of title 38, United
States Code, is amended by adding at the
end thereof the following new subsection:

“(e) In computing the five-year period fol-
lowing duty with the Armed Forces referred
to in paragraph (3) of subsection (a) of this
section the Administrator shall disregard
any period of duty performed by an eligible
person pursuant to (1) a call or order to
active duty as a Reserve on or after August
1, 1961, or (2) an involuntary extension of an
enlistment, appointment, period of active
duty, period of active duty for training, or
other period of obligated service in any
l;ranch of the Armed Forces after August 1,

861."

Sec, 8. Section 2 of Public Law 86-236, and
section 5 of Public Law 86-785, are each
amended by inserting “(a)" immediately be-
fore “In the case of”, and by adding at the
end thereof a new subsection as follows:

“(b) In computing the five-year period
prescribed in subsection (a), the Administra-
tor of Veterans' Affairs shall disregard in the
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case of any eligible person any period of duty
performed by such person pursuant to (1) a
call or order to active duty as a Reserve on or
after August 1, 1961, or (2) an involuntary
extension of an enlistment, appointment,
period of active duty, period of active duty
for training, or other period of obligated
service in any branch of the Armed Forces
on or after August 1, 1961.”

The title was amended, so as to read:

A bill to walve certain time limitations
prescribed in chapters 33 and 86 of title
48, United States Code, in the case of cer-
tain veterans and eligible persons ordered to
active duty with the Armed Forces, or whose
period of duty with the Armed Forces was
involuntarily extended, on or after August 1,
1961,

The PRESIDING OFFICER. That
concludes the call of the calendar.

ORDER FOR ADJOURNMENT UNTIL
MONDAY NEXT

Mr. MUSKIE. Mr. President, I ask
unanimous consent that when the Sen-
ate adjourns today, it adjourn to meet
at 12 o'clock noon on Monday next.

The PRESIDING OFFICER. With-
out: objection, it is so ordered.

TRANSACTION OF ROUTINE
BUSINESS

By unanimous consent, the following
routine business was transacted:

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. DIRKSEN, from the Committee on
the Judiciary, without amendment:

B8.J. Res. 09. Joint resolution to com-
memorate the 75th anniversary of the
Interstate Commerce Commission (Rept. No.
1311),

WORK STOPPAGES AT MISSILE
BASES (8. REPT. NO. 1312)

Mr. McCLELLAN. Mr. President, on
behalf of the Committee on Government
Operations, I submit a report made to it
by the Permanent Subcommittee on In-
vestigations entitled “Work Stoppages at
Missile Bases.” This report is a factual
presentation of the evidence developed
by the subcommittee during the course
of 8 days of public hearings held in April
and May of 1961, along with certain
findings and conclusions of the subcom-
mittee. I ask that the report be printed,

Mr, President, in May of 1961, at the
close of these hearings, I spoke at
length before the Senate as to the shock-
ing disclosure of work stoppages, wild-
cat strikes, featherbedding, and other
improper activities which resulted in un-
necessary delays and excessive costs in
this Nation's intercontinental ballistics
program. However, because of the ex-
freme importance of this program upon
which our very existence as a Nation de-
pends, I should like to summarize the
subcommittee’s findings as based on the
evidence in the record of the public hear-
ings, as well as the beneficial results
flowing from the hearings,

From the commencement of the mis-
sile base construction program in 1956
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and during the ensuing 45-year period,
that is, until March 31, 1961, over 325
work stoppages occurred al some 19 mis-
sile operational and test sites resulting
in a total loss of 162,872 man-days.

QOur space and missile programs were
intolerably delayed by wildcat strikes,
work stoppages, slowdowns, and a delib-
erate policy of low productivity engaged
in by workers at missile bases. The rate
of slow productivity is estimated to have
reached as low as 40 percent of normal
capacity.

It was demonstrated at the public
hearings that many of the workers on
missile construetion projects, through
strikes and other pressure tactics, in-
cluding featherbedding and loafing, have
collected millions of dollars in exorbi-
tant, unnecessary overtime pay.

The subcommittee found that the offi-
cers of the international unions, whose
members were involved in these prac-
tices, took no action to control their
local officers or discipline their local
unions during the 4Y%-year period to
prevent the work stoppages. In this
connection it was not until the subcom-
mittee had commenced its inquiry into
this situation that the building and con-~
struction trades department of the AFL-
CI0, issued a statement of policy oppos-
ing work stoppages at missile bases. I
might add, Mr. President, that this ac-
tion proved ineffectual since, immedi-
ately following the statement of policy,
some 39 strikes occurred at missile bases
including strikes by workers of locals
affiliated with unions adopting the no-
strike policy.

The subcommittee found also that
management, as well as military and
civilian Government officials, were not
blameless. It was apparent that many
employers, operating on a cost-plus-
fixed-fee contractual basis, were indif-
ferent to excessive overtime payments,
overmanning of jobs and improper
supervision. The military and civilian
Government officials are to be criticized
for their passive attitude over a 415-year
period without taking aggressive action.

In this investigation the subcommittee
also found that many of the strikes and
work stoppages were due to jurisdic-
tional disputes between building and
construction labor unions and the in-
dustrial labor unions arising out of the
application of the Davis-Bacon Act to
Government contracts for construction
of missile bases and the installation and
checkout of ground support equipment.
The problem in this area, the subcom-
mittee found, is attributable to a delay
on the part of the Department of Labor
in establishing a well-defined criteria
upon which the application of the act
can be based.

Mr. President, I am indeed gratified
to be able to report to the Senate that
the hearings held by the subcommittee
relating to work stoppages at missile
bases have produced some extremely
beneficial results.

First, on February 27, 1961, following
the subcommittee’s inquiry, the Office
of the Secretary of Defense issued a
memorandum setting forth guidelines
with a view of limiting the amount of
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overtime work which would be permitted
at missile sites.and missile test centers.
We have been advised by the Office of
the Secretary of Defense that this action
has had a salutary effect in controlling
excessive overtime which heretofore has
resulted in exorbitant costs to the Gov-
ernment.

Second, on April 25, 1961, the Secre-
tary of Labor established a Missile Site
Public Contracts Advisory Committee
for the purpose of recommending to the
Secretary impartial criteria for the de-
termination of what is or is not the con-
struction under the Davis-Bacon Act.

On October 14, 1961, the Secretary of
Labor released a report of the Committee
dated August 25, 1961, wherein the Com-
mittee recommended certain defined
standards to be used in applying the act
to missile sites and missile test sites.
Under date of December 16, 1961, the
Secretary of Labor advised that the
standard recommended by the Missile
Site Public Contracts Advisory Com-
mittee were still under study and as yet
have not been approved. The subcom-
mittee has recommended in its report
that the Secretary take action on the
Committee's recommendations as soon
as is practicable.

Third, on May 21, 1961, President Ken-
nedy, by Executive order, established the
Missile Sites Labor Commission under
the chairmanship of the Secretary of
Labor, Arthur Goldberg, with the ob-
jective of bringing to an end the work
stoppages and assuring an uninterrupted
and economical operation of these pro-
grams. The accomplishments to date of
the Missile Sites Labor Commission have
indeed been most worthwhile. For ex-
ample, in June of 1961, the first month
after the establishment of the Commis-
sion, man-days lost due to work stop-
pages totaled 312, as compared to 26,217
man-days lost in June of 1960. I re-
ported the accomplishment of the Com-
mission to the Senate on July 28, 1961,
and commended the President and the
Secretary of Labor.

However, Mr. President, in addressing
the Senate on September 23, 1961, I made
note of the fact that I was skeptical of
the lasting success of the Missile Sites
Labor Commission not because I doubted
the industry and the good faith of this
Commission, but because it is dependent
completely on voluntary cooperation be-
tween labor, management, and Govern-
ment. The number of man-days lost due
to work stoppages was drastically re-
duced following the hearings by this sub-
committee and the establishment of the
Missile Sites Labor Commission. Some
losses did continue. As I pointed out, the
man-days lost during the last half of 1961
were a small fraction of the losses that
had occurred during the previous 415
years. However, a disturbing trend has
been noted so far during 1962. During
January, some 2,400 man-days were lost
due to work stoppages as compared with
the monthly average of 835 man-days
lost for the previous 5-month period.
The effect of this was to bring the work
at missile sites from well under the 1960
national average of time lost to a point
somewhat in excess of the national in-
dustrial average.
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If this is a continuing trend, it can-
not be treated lightly. As a matter of
fact, not only did the number of man-
days lost in¢rease during January, but
the number of types of disputes in-
creased. Notable among the increased
types of disputes is the increasing fre-
quency of jurisdictional disputes; this is
unpardonable.

In February, we see that the same
trend continues: At missile sites
throughout the country 2,465 man-days
were lost. It would be some comfort to
be able to say that the outlook for March
is more favorable. Unfortunately, there
is every indication that the work record
at missile sites for March of this year
will be worse than either January or
February.

Mr. President, on September 23, 1961,
I introduced a bill (S. 2631) which would
prohibit strikes at certain strategic de-
fense facilities, including missile bases.
In introducing this proposed legislation,
I questioned whether or not this Govern-
ment should be required to depend solely
upon labor-management voluntary co-
operation for the uninterrupted and eco-
nomical operation of this most vital pro-
gram. At that time I urged Senators to
consider and study this proposed legis-
lation very carefully. In the light of re-
cent experience I urge that the Senate
consider immediate action on this legis-
lation.

The PRESIDING OFFICER. The re-
port will be received and printed, as re-
quested by the Senator from Arkansas.

BILL INTRODUCED

A bill was introduced, read the first
time, and, by undanimous consent, the
second time, and referred as follows:

By Mr. BIBLE (for himself and Mr.
CanwNoN) :

5.3089. A bill to amend the act directing
the Secretary of the Interior to convey cer-
tain public lands in the State of Nevada to
the Colorado River Commission of Nevada
in order to extend for 5 years the time for
selecting such lands; to the Committee on
Interior and Insular Affalrs.

(See the remarks of Mr. BisLE when he In-
troduced the above bill, which appear under
a separate heading.)

CONVEYANCE OF CERTAIN PUBLIC
LANDS TO COLORADO RIVER
COMMISSION OF NEVADA

Mr. BIBLE. Mr. President, on behalf
of my colleague, the junior Senator from
Nevada [Mr. Canwon], and myself, I in-
troduce, for appropriate reference, a bill
to amend the act directing the Secretary
of the Interior to convey certain public
lands in the State of Nevada to the
Colorado River Commission of Nevada in
order to extend for 5 years the time for
selecting such lands.

The need for this legislation arises
from the fact that when the original bill
was passed on March 6, 1958, the State
of Nevada was required to select and pur-
chase the land within a 5-year period.
The bill also provided that the land must
be appraised and a plan of development
gt;bgitted prior to the purchase by the

ate.
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Four years have now passed and the
Bureau of Reclamation has just com-
pleted the appraisal of the property. The
State of Nevada is not satisfied with
these appraisals, and negotiations are
now underway seeking a revision. Unless
the extension of time is granted, the
period will expire and the State will be
forced to accept the Bureau’s findings or
forfeit its right under the bill.

Governor Sawyer has urged that this
measure by speedily considered so that
the State will be in a position to more
properly exercise its option which means
so much to the development of southern
Nevada.

The PRESIDING OFFICER. The bill
will be received and appropriately re-
ferred.

The bill (8. 3089) to amend the act
directing the Secretary of the Interior
to convey certain public lands in the
State of Nevada to the Colorado River
Commission of Nevada in order to extend
for 5 years the time for selecting such
lands, introduced by Mr. BisLE (for him-
self and Mr. CannoN), was received, read
twice by its title, and referred to the
Committee on Interior and Insular
Affairs.

AUTHORIZATION FOR COMMITTEES
TO REPORT ON NOMINATIONS
DURING RECESS

Mr. MUSKIE. Mr. President, I ask
unanimous consent that committee re-
ports on nominations may be filed dur-
ing the recess of the Senate.

The PRESIDING OFFICER. Without
objection, it is so ordered.

PURCHASE OF UNITED NATIONS
BONDS—AMENDMENT

Mr. SCOTT submitted an amendment,
intended to be proposed by him, to the
bill (8. 2768) to promote the foreign
policy of the United States by authoriz-
ing the purchase of United Nations bonds
and the appropriation of funds therefor,
which was ordered to lie on the table
and to be printed.

NOTICE OF HEARINGS ON IMPROVE-
MENT OF EDUCATIONAL QUALITY
ACT

Mr. MORSE. Mr. President, due to
the floor situation last week, it became
necessary to postpone previously sched-
uled hearings upon S. 2826, the Improve-
ment of Educational Quality Act.

It now appears feasible to reschedule
the hearings on this important part of
the President’s program; I therefore give
notice to all having an interest in this
legislation that the subcommittee will
convene on April 10, 11, and 12, 1962,
to hear testimony on the bill.

The hearings are open. The meeting
will start at 10 a.m., Tuesday, April 10,
1962, in room 4232, New Senate Office
Building,

It is anticipated that only administra-
tion witnesses will be called the first day,
all other witnesses being heard on April
11 and 12.
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NOTICE OF HEARING ON NOMINA-
TION OF WILLIAM B. JONES TO
BE U.S. DISTRICT JUDGE, FOR
DISTRICT OF COLUMBIA

Mr. EASTLAND. Mr. President, on
behalf of the Committee on the Judi-
ciary, I desire to give notice that a public
hearing has been scheduled for Wednes-
day, April 4, 1962, at 10:30 a.m., in room
2228, New Senate Office Building, on the
nomination of William B. Jones, of
Maryland, to be U.S. district judge, for
the District of Columbia, vice F. Dick-
inson Letts, retired.

At the indicated time and place per-
sons interested in the hearing may make
such representations as may be perti-
nent.

The subcommittee consists of the Sen-
ator from South Carolina [Mr. JorN-
sTon], the Senator from Nebraska [Mr.
Hruskal, and myself, as chairman,

FACTS AND FABLES ON AMERICAN
INVESTMENT ABROAD

Mr. MORTON. Mr. President, both
Republican and Democratic administra-
tions have recognized for many years the
great value of American investment
abroad in stimulating U.S. exports and
in promoting the economic and social
development of the free world. Under
this longstanding attitude of encourage-
ment, the successful operation of Amer-
ican private enterprise abroad has be-
come a show window for democracies in
their struggle against Communist ideol-
ogies. Private investment abroad has
become, indeed, a major weapon in the
defense of freedom.

It is surprising, therefore, that in this
year when economic competition with
both the Communists and our allies has
become more intense, the current admin-
istration has reversed longstanding pol-
icy and would openly discourage foreign
investment. The attack takes the form
of a proposal fo place unprecedented tax
burdens on American business firms
abroad. Some of our colleagues in the
Senate have forewarned us that this ex-
treme proposal will be offered as an
amendment here.

I hope the Committee on Finance and
the Senate will review soberly, without
the sound and fury and confusion that
have hitherto marked some of the dis-
cussion on this issue, the proper taxation
of foreign income earned by foreign sub-
sidiaries of American business firms.

The subject is of such vital importance
that it should command a careful exam-
ination to separate fact from fable,
sound principle from emotional preju-
dice. I am concerned that some of the
recent speeches have echoed old slogans,
superstitions and shibboleths against
American investment abroad which have
been long since disproved. We have
been lectured on this complex subject
in the manner of a professor speaking
to uninitiated freshmen; but a little
analysis of the lectures discloses that the
professor perhaps has not completed his
homework. In fact, as I examine some
of the recent discourse, it seems evident
some of my friends are talking about
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an imaginary world of their own rather
than the world in which we actually live
and conduct business today.

And so my purpose is to review a few
of these fables and fictions about foreign
investment and see if we can bring to
bear some of the light of fact and reality.

We should bear clearly in mind, as
the context for this discussion, just what
has been proposed by the administration
and by some of our colleagues in the
Senate. The proposal concerns the
taxation of American parent corpora-
tions on the income earned by their
subsidiary corporations in the developed
countries of the world—subsidiaries
which are chartered and operated under
the laws and tax systems of a foreign
country. Under our present system, the
United States follows the normal and
logical principle of taxing this income
when it is received in the United States,
that is, the American parent corporation
is taxed when income earned by subsid-
iaries abroad is received by the Amer-
ican parent. The basic proposal of the
administration, however, is that the
United States should tax the American
corporation as soon as its subsidiaries
earn the income in the foreign country—
even before this income is received by
the parent corporation in the United
States. We should understand that this
proposal to tax undistributed foreign
income is unprecedented in this country
or so far as I know in any other country.
In effect we would be taxing one corpora-
tion on income earned by another; and
one counfry would be taxing income
earned in another country and retained
for business purposes in the other
country.

Aside from the important question of
whether such a strange law would be
constitutional—and there are many who
believe it would not be—one of the re-
sults of such a law would be, of course,
to reduce American investment in
economic opportunities in foreign coun-
tries. Thus it is inevitable that in our
examination of this issue, we find both
sides concentrating on arguments about
the good or bad effects of American in-
vestment abroad. If these investments
actually are harmful to our domestic
economy and to the free world, as
claimed, then perhaps we should impose
restrictions on the flow of investment to
foreign countries; if these investments
are generally beneficial to the United
States and the free world, then certainly
we should not take sweeping action to
choke them off.

I should like to make one further point
clear at the outset. I join my friends
in condemning any business which would
twist and distort the reasonable and le-
gitimate principle of present law to arrive
at unreasonable and illegitimate ends.
We should not allow companies to evade
taxes by crediting foreign subsidiaries
with income which is properly attribut-
able to activities in the United States.
‘We should not permit companies to evade
taxes by piling up income in foreign
subsidiaries far beyond the amounts
needed for any business purposes, solely
in order to avoid returning the income
to the United States and paying a proper
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tax on it. I will support any sound ad-
ministrative action or mnew legislation
which is needed fo correct tax abuses
and evasions. We should make certain,
however, that the pending tax bill does
just this, nothing more.

The problem is that the proposal made
by the administration, and supported
now by some Senators, permits no dis-
tinetion between improper tax evasions
and perfectly normal and justified busi-
ness investment abroad. The proposal, I
reiterate, would tax the undistributed
income of foreign subsidiaries in devel-
oped countries no matter how desirable
this business activity might be in our
own interest. Surely our fundamental
approach must be to strike at the shady
and harmful, not at the legitimate and
beneficial.

Similarly, while I am pleased that the
House has rejected the administration’s
basic proposal, the pending House bill
includes other provisions, notably in sec-
tion 13, which would go far beyond the
correction of abuses and evasions and
would tax substantial portions of the in-
come of many foreign subsidiaries.
These complex provisions were inserted
by the Ways and Means Committee in
the closing days of its consideration,
without time for thorough study of the
new language, reversing the much more
reasonable approach approved earlier by
the Committee on Ways and Means.
Thus there has been much confusion
and uncertainty with respect to these
provisions.

Although my comments today are
mainly on the administration proposal,
both the House bill and the administra-
tion proposal move in the same direc~
tion; the difference, although it is an
important difference, would be one of
degree.

Both of these proposals would hurt
American firms in their efforts to sell
American goods abroad, place American
firms abroad at an acute disadvantage
with their foreign competitors, violate
longstanding and ethical principles of
taxation, and negate the very objectives
of the President’s trade program.

Let me now proceed to review some of
the basic fallacies which have entered
into the recent discussion of taxation
of foreign income.

I. THEY NEVER COME HOME

First, we have been presented in re-
cent weeks with the strange concept that
when American businessmen invest
abroad, they are throwing their money
into a sort of bottomless pit from which
nothing of value ever returns to the
United States. We have been told that
American funds are invested abroad,
and stay there perpetually, for the sole
benefit of foreign economies, not our
own.

To be more specific, I wish to offer for
the Senate’s consideration a few phrases
of the junior Senator from Oklahoma
[Mr. MoNrRONEY ], presented to us on last
February 12:

There is in fact little, if any, repatriation
of earnings on these investments abroad.

And I quote further from a few
sentences later:

I cannot see any reasonable prospect, un-
less there Is a severe war scare Or a severe
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threat of the taking over by an irresponsi-
ble or unreliable government, that the dol-
lars will finally come back to the United
States in the form of dollars to be taxed.

And a moment later, all qualifications
were dropped and we were confronted
with the remarkable statement that
under present U.S. policy:

We insure that the dollars will never re-
turn to the United States. They will go
on and on, like the babbling brook, and
forever the income from the original invest-
ment will remain abroad to benefit the
economies abroad.

The junior Senator from Oklahoma
has not been alone in this view. In fact,
he was assured by the junior Senator
from Tennessee [Mr. Gorel, a most
prolific speaker on this subject, that his
statement was correct. On March 1 the
junior Senator from Tennessee reminded
us again:

Having gone into bricks, mortar, and
machinery in Europe, these profits never
come back to the United States to be
taxed * * * in such an instance, deferral
extends into eternity.

Mr. President, these statements by my
friends, who are very able and usually
well informed, reflect a strange misun-
derstanding of the purpose and the re-
sults of foreign investment. They at-
tribute to American businessmen either
an altruism or a muddle-headedness in
foreign investment which must come as
a surprise to most observers of Ameri-
can business. For the simple truth is
that the only reason American business
ever invests a dollar abroad is a cool
calculation that this dollar in the fore-
seeable future will refurn many more
dollars to the United States. That is
the only reason for sending the dollar
abroad in the first place, and the reason
for reinvesting it there. Americans are
not in business abroad out of benevo-
lence to foreign countries.

Experience overwhelmingly demon-
strates that despite certain handicaps
American business in fact has been
singularly successful in returning earn-
ings to this country from its investments
abroad. Far from the little or no return
of which my friends speak, the facts are
that American direct investment abroad
returned $2.4 billion in earnings to this
country in 1960, $2.2 billion in 1959, $2.2
billion in 1958, $2.3 billion in 1957, and
so forth. In the years 1950 through
1960, repatriated earnings from abroad
amounted to $20.5 billion—and it is diffi-
cult to see how one could dismiss such
a sum as little or nothing.

It is well known, further, that the in-
come returned to this country from
American investment abroad far exceeds
our outflow of capital to foreign coun-
tries. From 1950 through 1960, for ex-
ample, the outflow of direct investment
amounted to $12 billion. And so we had
$8.5 billion more coming back to this
country than we sent abroad.

Moreover, from 1957 through 1959,
American subsidiaries in Europe, the
area most often singled out for discus-
sion, distributed an average of 53 per-
cent of their earnings to their U.S. par-
ents—a perfectly normal and natural
ratio of dividend payout to the funds re-
tained for reinvestment. ¥
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And so, if we are to distinguish be-
tween fact and fable in examining the
value of foreign investment, we must
recognize what should have been ob-
vious all along—American business in-
vests abroad in order to bring back to
this country far more than it sends out.
This is in fact what has happened in a
dramatic way, bringing billions in in-
come back to the United States. To cur-
tail this investment would be to under-
mine a major source of strength for our
American economy.

II. THE FLOOD OF IMPORTS AND EXPORTING JOBS

A second unfounded fear with respect
to foreign investment rests on the old
superstition that American business in-
vests in manufacturing facilities abroad
in order to send back a flood of goods
into the United States. And this, we
have been told, has dire effects in dis-
placing the jobs and wages of American
workers.

To offer for your examination some
of the words of this fable, I quote from
the junior Senator from Tennessee [Mr.
Gorel on February 12:

There are many instances in which virtu-
ally entire industries have been moved
abroad * * * and then the product Iis
shipped back to the United States. Payrolls
are lost. People are left unampwyed.

I regret to say that our distinguished
majority leader, who has a deserved rep-
utation for his scholarly and factual ap-
proach to the problems before us, also
has told us:

Some of the companies are incorporated in
other lands, but their main source of con-
sumption or sale is in the United States.

In the same vein, the senior Senator
from Tenressee [Mr. KerauvEr] has re-
ported:

The record shows that quite often the fac-
tory buillt abroad with American capital
* * * competes by means of importing ma-
terlals back to the United States.

And even the President, in his Decem-
ber speech to the AFI-CIO, expressed
the fear that American investors will de-
cide to build plants in Europe and then
American labor will suffer and “the coun-
try suffers.”

And what are the facts? We have
here a strange case of alarm about an
almost negligible level of imports from
American subsidiaries abroad, or other
allegedly adverse effects of foreign in-
vestment. At the same time my friends
overlook the far greater exports and the
other beneficial results attributable to
our foreign subsidiaries. My friends
strain to concoct an imaginary moun-
tain out of a molehill, while overlooking
the real mountain.

The real mountain in the case of for-
eign subsidiaries is not the displacement
of American business but the additional
business created for American firms.
The Department of Commerce, in its
special study of foreign investment in
1957, found that of all the goods manu-
factured abroad by firms with even 25
percent or more American ownership,
only 6 percent were sold in the United
States, and 94 percent were sold in for-
eign countries. More important, in a
later survey, in 1960, the Department of
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Commerce reported that foreign subsidi-
aries of American firms accounted for
the sale abroad of $2.7 billion of products
made in America. While all the imports
into the United States from these same
subsidiaries amounted to only $475 mil-
lion. In other words, exports developed
by our foreign subsidiaries amounted to
almost 6 times the imports we received
from them.

I do not contend, of course, that none
of these export sales could have been
achieved without the foreign subsidi-
aries; it is conceivable that some of the
sales would have been made anyhow
by the American parent. But certainly
the foreign subsidiaries contributed very
substantially to these export sales, many
of which would not have been made
otherwise; and in view of the 6-to-1
ratio the net effect of the investment in
these subsidiaries certainly has been to
provide thousands of jobs and hundreds
of thousands of dollars in wages for
American workers.

A favorable balance in trade is evi-
dent in any reasonable breakdown of
the Department of Commerce study of
1960. If we consider manufacturing
subsidiaries only, worldwide exports
amounted to $1.8 billion and imports to
$379 million. If we consider all sub-
sidiaries in Western Europe alone, ex-
ports amounted to $712 million and im-
ports to $96 million. And if we consider
only manufacturing subsidiaries in West-
ern Europe, exports amounted to $291
million and imports to $90 million. It
should also be noted, perhaps, that the
great bulk of these exports were sent
directly to the foreign subsidiaries; only
a relatively small portion was attributed
more indirectly to the activities of the
subsidiaries abroad.

The reasons for this striking surplus
of exports over imports, with respect to
foreign subsidiaries, are not difficult to
understand. They have been described
in convineing detail by businessmen re-
lating their actual experience abroad.
Some foreign subsidiaries, of course, are
primarily engaged in marketing goods
made in America. And even when an
American firm establishes a manufac-
turing plant abroad, it often creates an
immediate sale for American machinery
and equipment. Operation of the plant
then often provides a continuing de-
mand for American materials and com-
ponents. Servicing of the goods made
and sold abroad creates a continuing
demand for American spare parts.
There is often a corollary need for Amer-
ican technical and advisory services.
And the American firm which has es-
tablished a foot in the door of the for-
eign market, through the establishment
of a plant there, often finds that it can
then sell abroad many other products,
manufactured in America, which other-
wise could not penetrate the foreign
market. All these are reasons why for-
eign investment stimulates far more in
exports made in America than in im-
ports to America.

It is good to know that the Secretary
of Commerce seems to understand the
importance of foreign investment in de-
veloping our exports, even if the Presi-
dent and some of his other supporters
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evidently do not. The Secretary of
Commerce in an address last March 16
made precisely the point I am emphasiz-
ing today. He said:

U.S. investment abroad is important to
our export expansion program. Direct in-
vestments in manufacturing facilities abroad
stimulate our exports of capital equipment,
our exports of parts and raw materlals, and
our exports of finished products to fill out
the lines of subsidiaries producing and sell-
ing abroad. Our overall economic objectives
require the continued expansion of US. in-
vestment.

Let me emphasize that we are con-
cerned here with a basic question: Why
do American firms decide to invest in
facilities abroad? If is clear that the
major purpose, with very few exceptions,
is not to send products back to the
United States, or to sell goods in foreign
markets which otherwise could be sup-
plied from the United States. The ma-
jor purpose and effect by far are to reach
foreign markets which cannot be reached
satisfactorily from the United States.
There are many reasons for this: to
avoid prohibitive foreign tariff walls, im-
port quotas, or currency restrictions; to
meet foreign legal requirements; to avoid
prohibitive freight costs; to compete
against lower cost production by foreign
competitors; or to realize the benefit of
better relations with foreign govern-
ments, customers, and employees. When
American firms invest abroad for these
reasons, they do not displace production
in their American plants; their principal
competition is not with American busi-
ness, but with foreign business; and they
develop markets and income for Ameri-
cans which otherwise would go to com-
peting foreign firms. If we penalize
foreign investment through the admin-
istration’s proposed tax law, we will
simply surrender many of these markets
to our foreign competitors, with seriously
adverse effects on our own economy.

And finally on this point of imports
and exports, I must confess amazement
that the administration and some of the
other proponents of new tax burdens on
foreign investment also profess to be ad-
vocates of liberal trade. The evidence is
unmistakable that American foreign in-
vestment contributes inseparably to the
healthy stimulation of American foreign
trade. We cannot restrict one and en-
courage the other; or be “half free and
half protectionist.” The advocates of
liberal trade properly recognize that we
must import from abroad if we are to
sell abroad. They apparently are agree-
able to a large volume of imports from
foreign firms as a means of sustaining
a large volume of U.S. exports—and yet
they view with alarm the much smaller
level of imports from American firms
abroad. They insist, and rightly so, that
we must increase our exports—and yet
they also insist that we must reduce the
foreign investment which, as we have
clearly seen, is a major generator of ex-
ports. They want America to show the
free world that its ultimate economic
and political strength lies in unfettered
exchange of resources, technology, and
capital; yet they would impose restric-
tions on investment of American capital
abroad, at the very moment that U.S.
businesses are striving fo hold their
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ground in international competition with
a resurgent Europe and Japan. I par-
ticularly regret that the junior Senator
from Tennessee [Mr. Gorel, who came
to Congress as a disciple of the great
Cordell Hull, should now become one of
the principal purveyors of the discredited
protectionist slogan about exporting
American jobs. Can it be that those who
profess to wear the mantle of Cordell
Hull have now put on the garb of a new
protectionism? We are all concerned
with American economic progress, but
certainly we should recognize that sound
foreign investment, just as foreign trade,
is & major contributor to our domestic
economic strength and to jobs and wages
for American workers.

III. THE DRAIN ON OUE BALANCE OF PAYMENTS

A third major fiction repeated almost
constantly in the discussion of foreign
investment is that investment by Ameri-
can business firms abroad results in a
serious drain on our balance of pay-
ments. This supposition is advanced so
often there is little need to quote here
the many variants in the language em-
ployed. Perhaps the succinet summary
of the junior Senator from Oklahoma
[Mr. MonroNEY] will suffice. On Feb-
ruary 12 he assured us:

It is the Investment abroad which causes
the difficulty.

And again we find that an imaginary
world has been described to us. We
can reconstruct the major effects of
direct foreign investment on our balance
of payments with a little arithmetic.
With respect to capital movements, we
should of course place the outflow of
funds for direct investment abroad on
the minus side of the ledger; and on the
plus side we would place the return of
earnings from these investments. As we
have already seen, the return of earn-
ings exceeded the outflow of investment
by $8.5 billion during the period from
1950 through 1960. More specifically,
we find that the net contribution on this
account to our balance of payments
amounted to $854 million in 1960, $925
million in 1959, §1.1 billion in 1958, and
so forth. In fact, each year during this
11-year period, the earnings from for-
eign investment exceeded the outflow of
capital, and thus made a welcome con-
tribution to our balance-of-payments
picture.

Again, the Secretary of Commerce has
recognized this contribution to our bal-
ance of payments even if others in the
administration have not. The Secre-
tary of Commerce said on March 16:

To the extent that the earnings on these
investments are returned to the United
States, they make a direct contribution to
improving our balance of payments.

And as we have seen, the exter.t to
which these earnings are actually re-
turned is very great—amounting to $20.5
billion in 1950 through 1960.

I think the Senate will be interested
in some examples of how foreign invest-
ments made by American companies
strengthen the U.S. balance of payments
through the return of profits to this
country.

I have developed some data from the
experience of several large organizations.




1962

Earnings remitted to General Motors in
1961 from the business done by this com-
pany outside of Canada and the United
States, plus the excess of GM exports
over imports, contributed $450 million to
the flow of funds into this country. In
the 16 years since the end of World War
II, the net inflow of funds from General
Motors to the United States from its for-
eign activities have amounted to approx-
imately $5 billion.

The Standard Oil Co. of New Jersey
in 1960 repatriated to the United States,
dividends and profits totaling $514 mil-
lion. In the same year, that company
made new direct investments in foreign
operations of about $180 million. Allow-
ing for other factors, Jersey Standard’s
worldwide operations contributed a net
exchange gain of over $300 million to
the U.S. balance of payments. The ma-
jor portion of this net inflow of funds,
it should be added, was derived from the
developed countries of the world. In the
5-year period, 1956-60, Jersey Standard
repatriated to the United States, profits
and dividends amounting to $2.5 billion,
while it made new direct investments of
about $1 billion net, contributing a net
gain of $1.5 billion in U.S. balance of
payments.

Another company, Procter & Gamble,
invested in the past 10 years a total of
$11 million abroad and returned to the
United States as dividends $47 million,
thus contributing to the United States in
dividends more than four times the
amount of dollars sent out of the
country.

Many of the investments which have
produced these exchange gains for the
United States would probably not have
been made if the provisions on foreign
income sought by Treasury and by a few
of my colleagues had been in effect.

Although the balance-of-payments
discussion is often confined to a com-
parison of capital outflow and the re-
turn of earnings, this is by no means the
only, or perhaps even the major, consid-
eration. We must also apply our arith-
metic to the tabulation of exports and
imports attributed to foreign subsid-
iaries. And again the balance is dra-
matically in our own favor; I reiterate
that the exports attributed to foreign
subsidiaries—in the Commerce Depart-
ment study of 1960—amounted to six
times more than the imports from these
subsidiaries, or a favorable balance of
$2.2 billion in this one year alone.

The simple truth is that the overall
surplus of exports over imports, and the
surplus of earnings returned over direct
investment funds sent abroad, comprise
the two largest favorable factors in our
balance of payments. It is strange in-
deed that in seeking to redress our pay-
ments deficit, some would concentrate
their attack on the very sources of our
strength.

IV. THE OUTMODED LOOPHOLES

Fourthly, Mr. President, in reviewing
a few of the most important fables that
have been advanced about foreign in-
vestment, we should examine this color-
ful word “loophole” which has been
dinned into our ears and, I fear, into the
consciousness of some, with reckless
abandon. I am afraid that we have
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here—unwittingly, I am sure—an end-
less repetition of label phraseology
which tends to foster misunderstanding
and prejudice rather than careful and
objective analysis.

As a corollary on this point, we have
been told in effect that the purpose of
this so-called loophole—the present
treatment of foreign subsidiary in-
come—was to encourage investment in
the rebuilding of Europe after World
War II. It is asserted that this policy
is now outmoded, and, ergo the so-called
loophole must be repealed.

For example, the junior Senator from
Tennessee [Mr. Gorel told us on Febru-
ary 12 that while the free world was
suffering from a dollar shortage after
World War II:

There may have been justification for a
policy of tax incentives to encourage such
investment.

And a moment later he asserted:

The need for such a policy ended in 1954
or 1955. But we still have the policy.

And at another point, the Senator
complained:

Long after the goals of this policy had
been accomplished, the policy was
continued.

I regret to say that our President also
has fallen into this error. In his recent
address to the AFL-CIO convention, the
President stated:

‘We passed laws In the days of the Marshall
plan when we wanted capital over there,
and as a result of that there are provisions
on the tax book which make it good busi-
ness to go over there,

I do not know whether the junior
Senator from Tennessee [Mr. Gorel has
misinformed the President, or whether
the administration has misinformed the
junior Senator from Tennessee, but
I do know they are equally wrong. One
would expect the President certainly
would have been informed of the facts.
The truth is that there were no substan-
tive changes in the relevant tax laws in
the Marshall plan period. Rather, the
basic provision involved here has been a
part of our income tax law ever since
the law was first enacted in 1913. It
was not enacted in 1913 to extend a spe-
cial inducement for foreign investment,
because foreign investment was not a
major goal or issue at all at that time.
The provision was placed in our income
tax laws from the outset because of basic
considerations of fairness in correctly
defining just what is taxable income and
what is a taxable entity. And yet this
is what my friends endlessly call a
loophole.

The existing law simply recognizes the
elementary principle that income must
be received before it is taxed. It recog-
nizes the prineiple of national sovereign-
ty that one country should not tax in-
come earned and retained for proper
business reasons by a local taxpayer in
another country. It recognizes the prin-
ciple of integrity of the corporate chart-
er in that one corporation cannot be ar-
bitrarily taxed on income earned by
another corporation, a separate legal
entity.

The principle, in fact, is precisely the
same as that applied and generally ac-
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cepted with respect to business within
the United States. Unless the related
corporate accounts are consolidated,
which produces the same effect taxwise
as in branch operations, a domestic
parent corporation pays taxes on the
earnings of a domestic subsidiary only
as dividends are received by the parent
corporation. And similarly, the stock-
holders of a domestic corporation pay
taxes on the earnings of the corpo-
ration only when, and to the extent that,
dividends are received by the stock-
holder.

And so our present law is not a loop-
hole, or a special inducement for foreign
investment enacted after World War II;
it simply asserts basic tax equities which
have been an integral part of our income
tax system from its foundation.

V. EQUALITY WITH DOMESTIC INVESTMENT

Mr. President, the final myth we shall
consider today is the repeated and im-
portant contention that the principal ef-
fect of the administration’s proposal
would be simply to place foreign invest-
ment on an equal tax footing with do-
mestic investment. I regret to say that
the distinguished Secretary of the Treas-
ury has been perhaps the chief expositor
of this strange conclusion.

The problem with this argument is
that it looks entirely in the wrong di-
rection. It relates foreign investment
solely to domestic investment, but this
misses the main point. The vast ma-
jority of American business abroad is
not in competition with American busi-
ness at home. American business goes
abroad to compete in foreign markets
with foreign firms.

Foreign markets, as we all know, are
developing at a tremendous pace. There
is a striking increase in demand for both
capital equipment and consumer goods.
Great economic opportunities are open-
ing up—for someone. But the taxation
of undistributed earnings of American
subsidiaries would place American firms
at a grave disadvantage in their compe-
tition for these markets with foreign
firms—for, as we have seen, no other
major trading country in the world has
embraced so drastic a tax provision. In
fact, many foreign countries give special
tax benefits to help their firms in inter-
national competition.

Thus the principal effect of the ad-
ministration’s proposal would be not to
help business at home, but to discrim-
inate against American business abroad
in its competition with foreign firms.
Moreover, there is little evidence that
promising economic opportunities at
home are being neglected because some
funds are going abroad to develop oppor-
tunities there.

VI. SUMMARY

In summary, Mr. President, I believe
we have replaced these fables with these
facts:

Fable: Funds invested in American
business abroad never return to provide
income and revenue to this country.
Fact: Earnings returned to this country
amounted to $20.5 billion from 1950
through 1960—far exceeding the funds
invested abroad.
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Fable: American investment in for-
eign subsidiaries results in serious dis-
placement of goods made in America and
causes unemployment in this country.
Fact: Foreign subsidiaries were the
channel for $2.7 billion in exports of
American-made goods in 1960 alone—
six times the imports sent back to this
country from these subsidiaries. These
exports mean good jobs and good wages
for thousands of Americans.

Fable: Foreign investment results in a
serious drain in our balance of pay-
ments. Fact: The earnings and exports
generated by foreign investment con-
stitute the major favorable factors in
our balance of payments,

Fable: The proposal to tax undistrib-
uted earnings of foreign subsidiaries
would remove a glaring loophole which
reflects an outmoded post-World War II
policy of inducing investment in Europe.
Fact: The basic provision under attack
was part of the income tax law of 1913
and has been retained since then because
it expresses the fundamental and equit-
able principle that income should be
taxed only as received by the taxpayer.

Fable: The principal effect of the ad-
ministration proposal would be to place
domestic investment on a par with for-
eign investment. Fact: The proposal
would have little effect on domestic in-
vestment; instead of helping the Amer-
ican economy, its principal effect would
be to give foreign competitors a major
advantage over American business
abroad.

And this, it seems to me, is a strange
objective for American policy.

TRIBUTE TO ARTHUR E. BURGESS

Mrs. SMITH of Maine. Mr. Presi-
dent, I want to say a word of tribute to
the retiring staff director of the Senate
Republican policy committee, Arthur E.
Burgess. He gave me and my office more
cooperation and more assistance than
any other staff director has.

In my opinion, he has been the best
staff director the Senate Republican pol-
icy committee ever had, and his appoint-
ment illustrated the wisdom of the late
Styles Bridges, who, in appointing him,
exercised his prerogative and power as
the chairman of the committee, just as
Senator Hickenlooper did in his choice
of Mr. Teeple.

I do not know Mr. Teeple, but I do
know that he will have some very large
shoes to fill in the record of his prede-
cessor, Art Burgess.

CHRONIC DISEASE AND MEDICAL
CARE

Mr. HICKEY. Mr. President, Dr.
James W. Sampson, the director of public
health for the State of Wyoming, will
deliver a thought-provoking paper to
members of the medical profession in
Wyoming tomorrow morning. He has
provided me with an advance copy and
which I ask unanimous consent for it to
be made a part of the REecorp im-
mediately following my remarks.,

The paper is particularly interesting to
me because Dr. Sampson headed a com-
mittee concerned with problems of the
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aging while I was Governor of Wyoming;
and in this paper he deals positively
with medical care recognizing both the
problems of the profession and the prob-
lems of the aging. I commend the con-
tents to my colleagues as a positive ap-
proach to a common ground in the health
field.

There being no objection, the address
was ordered to be printed in the Recorbp,
as follows:

CHRONIC DISEASE AND MEDICAL CARE

(By James W. Sampson, M.D. dlrector,
Wyoming Department of Public Health)

Gentlemen, the local health officer in
Wyoming has an wunusual opportunity to
exert leadership in the field of chronic dis-
ease as he is basically and primarily a private
physician who has his own patients to satisfy
as well as himself,

As a clviec-minded, community-orlented
individual he is a public health officer who
functions with little pay, and unfortunately
little, if any, thanks,

Advances in all sclences and technology,
with the ralsing of the standard of living
over the past half century, has brought about
miraculous things. Among them and par-
ticularly in the medical field has been the
reduction of infant mortality, the virtual
elimination of some diseases in our part of
the world, examples being typhold, smallpox,
and malaria, though they still wreak havoc In
some parts of the world today.

By advancement In anesthesiology and the
control of sepsis, we are at a polnt where
various surgical procedures can now accoms-
plish almost unbelievable things in all parts
of the human body.

Brain surgery, heart and lung surgery are
not now restricted to the hands of one or
two in some of the leading medical centers
of the world. Stomach and intestinal sur-
gery is now perfected to a point where it
may be done safely in the hands of the com-
petent surgeons who practice in any licensed
hospital in America.

We mention here the dramatic, which has
been observed by most of us. I could also
mention the control or detection, as well as
treatment of nonsurgical conditions such as
stroke, diabetes, and polio.

We recognize that specific therapy goes
back many, many years, that quinine was
used in 1638 empirically. The era of chemo-
therapy began with Ehrlich with his dis-
covery of salvarsan. It is hard to realize that
Ehrlich did not die until 1915. Yet, it was
not until 18936 that the day of antibiotics
dawned when the sulfonamides were intro-
duced in the form of prontosil and we began,
almost day by day, to see the dramatic
change in medicine.

I would be remiss, however, to feel that
this was the breakthrough which has caused
us to have an older and older population.
This goes back well over a hundred years
and more and such classics are available in
the medical literature as John Snow's report
on cholera and the Broad Btreet pump in
London.

The Panama Canal, where disease need be
conquered before it could be built, s an
example of disease control through altering
enviroment, using the combined efforts of
many disciplines, notably engineering.

Without a modern, safe, and reasonably
economical water supply and sewage system
no present-day community could exist.

Our increase in palatable and wholesome
foods has raised our physical capacity and
being to the place where we are truly a
productive people.

The saving of the lives of infants and
children, by saving our youth, an example
being pneumonia, which was a killer of about
one-fourth of the young men who acquired
the disease when I left medical school in the
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thirties, and other advances has permitted
people to live to an older and older age.

Chronic disease is not limited to the
elderly, as we all know, but being elderly
permits one to be the active proprietor of
more and more of the chronic diseases.
Some individuals can have a half dozen and
exhibit pride in the accomplishment.

The fleld of public health has been the
active area for the professional career of
physicians for at least 200 years. This means
that it is one of the recognized speclalties.
During this time, I am sure, it is impossible
to point a finger of scorn at this group and
say that public health physicians have in-
troduced soclalized medicine.

By and large, public health has had the
same interest as the profession as a whole,
and that is, to eliminate disease and by defi-
nition to promote public health.

We have helped by keeping statistical
accounts of a vital nature which has helped
the public as a whole and the profes-
slon specifically to know where we are, where
we have been, and where we need to go in
health matters and in many other ways.

No one questions our right in the field
of acute communicable disease, to quaran-
tine, which is one of the most arbitrary of
police powers, nor are we guestioned as to
our right to educate, to assist with tmmu-
nization and help control these conditions,
or to point up the incidence and, in general,
interest ourselves in this field.

We have, I feel, the same responsibility to
both the public and to the medical profes-
slon when it comes to chronic disease,

There are at least hundreds of cases of
some type of chronic disease in a treatable
or arrestable condition in Wyoming unknown
to the patient or physician and these we
would like to uncover. When these cases
turn up, our already overworked physicians
will be up against it, for, as I see public
health, we are not planning to go into the
treatment business,

May I say that to me our most critical
area in health is the shortage of physicians,
nurses and the entire paramedical person-
nel field.

What are the conditions of which I speak?
You could compile a list yourself, for I have
no new or esoteric diseases to report. We
are briefly touching on some of them at this
meeting. Heart disease, cancer, diabetes,
glaucoma, arthritis, sclerosis, and so forth.

Medical care has unfortunately become
a political football. It has almost become
& dirty word. This is unfortunate since it
is one of our basic rights as individuals in
this modern day.

You will note, please, I have mentioned
medical care and not the means of achiev-
ing it and certainly not of paying for it. I
hope In the short time allotted me to pre-
sent some of my views on this serlous and
important subject.

To go back historically and look at the
time when the physicians’ position became
different in this matter, we must loock to
1935. The exact day is not important nor
was anyone aware of it at the time. Some
are not even aware of it today. Prior fo
that time, and with some known exceptions,
most of what could be done for a patient
could be done at home and with the medi-
cations carried by the physican in his hand-
bag. These medicines were neither compli-
cated nor expensive.

The home at that time also was not as
complicated as it is today neither was our
soclety.

With the change developed by blood trans-
fusions and other wonderful techniques; to-
gether with the antibiotics and other, and
need I say expensive drugs, the practice of
medicine became a new matter both to the
physician and his patlent, as well as to the
community at large.

The physician could no longer treat the
patient at home when procedures which re-
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quire hospital equipment were indicated.
Certainly he could not furnish expensive
medicine out of his own pocket for all his
charity patients. Equally, if not more im-
portant, he could not stand expensive mal-
practice suits for failure to supply his poor-
est patlent with Indicated therapy or
diagnostic methods. If such were indicated
for those who could afford them, the doctor
became vulnerable, if he did not use them for
those who could not pay. For it is a legal
fact that one is charged with supplying
adequate and usual freatment available in
your community and this applies to the poor
as it does to the rich and this is as it
should be.

People have selective memories. They
grow nostalgic about the charity, kindness
and personality of the old time family doc-
tor. Yet today, if one trled to get by on
charity, kindness, and personality he would
find that today's patient wants a physician
up-to-date, able and with the most modern
armamentarium if their own person or fam-
ily is afflicted.

They damn the cost of medical care, meas-
uring in inflated dollars medications and
treatment which permit them to live, yea,
to recover in a few days from an Illness
which 30 years ago would have meant weeks
or even months in bed, if they were fortu-
nate enough to recover. When did you last
see “blood poison”?

The physician, like his patlent, being a
member of the human race has forgotten
something too. This is his responsibility as
a clvic-minded member of his community.
His need to exercise medical leadership in
a large, varied and extremely numerous
group of conditions which are of grave con-
cern to many laymen in his area.

All the newspaper publicity, the TV ads
and the public relations men cannot com-
pare with the interest shown by just one
physician when he gives an hour of his time
by visiting and discussing matters with, say,
a group of parents of mentally retarded
children, or spastics, or a group interested in
multiple sclerosis, mental disease or cancer.

If physicians do not exercise their leader-
ship in areas of medical concern, ignorant
but interested laymen will. We will then
find programs develop which are unsound
and not acceptable to the medical profes-
sion and we will not have bonifide substi-
tutes to relieve the problems presented.
Loglcally we are considered obstructionists
who are interested only when we personally
are affected, viewing this from the standpoint
of the concerned layman.

Now as to medical care, We in the Wyo-
ming Department of Public Health do mot
view this matter as relating only to the
aging, nor do we view it from the standpoint
of the indigent. Though we must admit
that these are the areas which are most
critical.

We are conducting an experiment in Al-
bany County on home care. We know that
even with money it is almost impossible for
some persons with chronic conditions to have
proper professional supervision at home.
This can also apply to convalescents and. to
some conditions for which one could be dis-
charged from the hospital sooner with a sav-
ing to the patient and with the release of
a hospital bed.

¥ou will hear more about the Albany
County project later in the program and I
am sure you will find the toplc timely and
interesting.

Medical care for the aging ls a subject
which 1s controversial not as to meed as
much as to method and as to who should be
entitled to it.

The Mills-Kerr bill is Public Law 86-778
and is currently functioning in a number of
States. Wyoming is not one of them as the
36th legislature did not provide enabling
legislation nor did it appropriate the needed
funds to implement this law, which in our
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State would be on a 50-percent matching
basis.

The King-Anderson bill is not law. It is

legislation and would provide “pay-
ment for hospital services, skilled
services, and home health services furnished
to aged bencficiaries under the old-age, sur-
vivors and disability insurance program (so-
clal security), and for other purposes.”

It was my intention to list the wvarious
matters covered in these two bllls. The one
that is a law and the proposed one. How-
ever, I have requested copies of each and am
supplying them to you with the request that
you review them and draw your own conclu-
sions.

Since I am satisfled with neither of the
bills I am suggesting a new approach,

To me soclal security is a fact. It has
been a factor in the lives of many Ameri-
cans since 1935. It has, for those covered
by it, one feature which was called to our
attention at the White House Conference
on Aging in January 1961 by Mr. Larson,
the man who wrote “A Republican Looks At
His Party,” which is very important to our
American concept of freedom and that is the
permissive mobility it gives. One’s social
security follows one from State to State and
one of our basic freedoms is our ability to
g0 where we please, when we please If trans-
portation is available and within our means.

I would like the same permissive mobility
included in a medical care plan but safe-
guards must be built in so that each State
pays only its proportionate share of the re-
ciplents care. This I will develop later.

Before going further I would like to make
it clear that I prefer an economy and con-
dition which would make everyone self-suf-
ficlent and not dependent upon the State,

One of my concerns in the matter of aging
and medical care is the apparent willingness
of States, at least some of them, to await
Federal leadership. Perhaps this spells up
what has become apparent fo me after 2
years of active interest in this area the fact
that both the Federal Government and State
government have responsibility in this
matter,

I would propose that an X percentage of
the personal income tax collected by the
Federal Government be returned to the State
from which it is collected, earmarked for a
medical care program for the aging. Such a
fund would be set up and used for that pur-
pose only. It would be administered by the
State under laws passed by each State for
its own use and conditions. Appropriations
needed In greater amounts than that fur-
nished by the X t should be appro-
priated by the State to implement their own

program.

Administration of such program should be
under the supervision of the State health
department, which has had wide experience
in this field, as exemplified by the crippled
children’s program which has been function-
ing many years.

This agency would contract with both the
physiclans and the hospitals on such a basis
as would be acceptable by the physicians of
that State and with the hospitals on a simi-
lar basis.

An understanding should be reached
through the State medical soclety on such
matters as utilization, overutilization and
abuses at the onset. Provision for review
and adjustment of fees should be made pe-
riodically.

If sufficient funds were available a State
might actually purchase standard Blue Cross
and Blue Shield. If a person carried such a
standard plan the State might pay the differ-
ence and supply the preferred plan. Any
private type of insurance with the resources
and ability, should also be considered from
the standpolnt of our bellef in free enter-
prise

Sirlme funds would come from personal in-
come tax those on the program could be given
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credit if they purchase their own. These are
detalls which could be worked out.

I would also consider the number of years
an individual resided in a State. A “bank”
can be established which would credit and
debit States and a patlents’ cost could be
prorated on the basis of the number of
years of residency in each State, example of
256 years in Wyoming 10 years in Colorado,
and 3 years in California. The bank system
is present now in Blue Cross.

To start this program the Congress could
appropriate the equivalent of the X per-
centage of the 3 years just preceding.

I feel a Federal office should be maintained
in HEW, which could exercise much the
same type of control as the Inspector Gen-
eral of the Army, and who would be respon-
sible that certain standards are maintained,
as is done in the crippled children's pro-
gram.

I do feel strongly that Wyoming as a State
has the integrity, abllity, and capacity to
carry out such a program and with some
assistance in financing can solve such prob-
lems on its own,

I am patisfied that all the other States
should face up to the matter and make their
own decisions,

To me, one of the advantages Is that our
own tax money would be coming back for a
most useful purpose.

Using the 1960 census figures Wyoming
had almost 26,000 persons over 65 years of
age, current standard Blue Cross and Blue
Bhield is $14 per month. This would mean
that for $364,000 all people in Wyoming over
65 could have standard Blue Cross and Blue
Shield, per month or $4,368,000 per year.
This is a lot of money.

Between 1950 and 1960 Wyoming's popula-
tion 65 years of age increased 42.6 percent.
In actual numbers the increase was 7,743
from 18,165 to 25,908. There were 3,500 more
men over 65 years of age and 4,393 more
women. The men outnumber the women by
13440 to 12,468. This difference is not as
large as in 1950. In 1950 there were 125
men per 100 women. In 1960, 108 men per
100 women. The ratio of men to women is
still atyplecal but it is approaching the na-
tional ratio which shows more women than
men 65 years of age and older.

The older groups show an even greater
percentage increase. The population %5
years of age and over increased 57.6 percent
and the population over 85 years of age in-
creased T2 percent.

To close my dissertation on aging, elder
care, and chronle disease, I shall read what
two of our poets have to say.

Robert Browning in his poem, “Rabbi Ben
Ezra,” sald:

“Grow old along with me!
The best is yet to be,
The last of life for which the first was
made;
Our times are in his hand
‘Who saith, “A whole I planned,
Youth shows but half; trust God: see all,
nor be afraid.’

And Longfellow:

“Age is opportunity no less
Than youth 1tself, though in another dress
And as the evening twilight fades away
The sky is filled with stars invisible by
dﬂy."

It seems to me that it takes a bigger
heart and a more serene mind to care for
our older crippled individuals than it does
to care for our crippled children.

The reason is fairly obvious. A child has
an appeal to the paternal or maternal in-
stinet present in all normal individuals.

A helpless child can be snuggled, cooed at
and cared for without bringing up the un-
pleasant picture of a possible future of our
own.
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While the majority of our senior citizens
develop into dignified and wholesome ex-
amples, as in the case of Churchill and
Grandma Moses, & too large number become
bedfast, confused cripples, who may have
nasty dispositions and unpleasant person-
alitles, which, while occasionally, are the
result of organic changes, are most often a
defense against a hostile world.

It has amazed me during the past year
or 80 to observe how patients can change
from a disagreeable helpless invalid, to a
fine and wholesome, active person through
the efforts of those who care for them be-
cause they care about them.

It is a fact that older patients can be
rehabilitated and made productive just as
child patients can.

This is not only a wonderful thing in it-
self, but can be tremendously important
viewed from a financial standpoint, be it that
of the individual or the State.

We should be selfish in this for we can,
by our example and attitude, establish the
pattern of care which we would like available
to us when we need it, for we can assume,
that barring an atom war which would ex-
terminate the human race, that we can live
to an age which may require some super-
vision over our personal needs or activities.

SHORTAGE OF ENGINEERS AND
SCIENTISTS

Mr. PELL, Mr. President, earlier in
the session, my distinguished colleague,
the Senator from Wisconsin [Mr. PrROox-
mIrel, brought to our attention a serious
problem facing the United States in the
1960’s. I am referring to our shortage
of engineers and scientists, and to the
danger of an increasing gap between the
number of Soviet and American pro-
fessionals in this field. In so doing, he
cited “Education and Professional Em-
ployment in the U.S.S.R.,” by Nicholas
DeWitt, which points out: -

Since the average quality of Soviet science
and engineering graduates is comparable to
that of American graduates, the superiority
in numbers must be considered a crucial
advantage.

In this respect, I find it alarming
that “during the current decade, the
Soviet rate of production in these fields
will reach 250,000 a year, more than
twice the expected American rate.”

While our total college enrollment for
1958-60 increased by 18.9 percent over
the 1957 level, engineering enrollment
fell by 9.2 percent over those 3 years.
Although this downfurn was halted in
1961, the increase was but three-tenths
of 1 percent; engineer enrollment was
still far below the 1957 level.

With these disturbingly low figures in
mind, and with the hope of discovering
an explanation for them, I requested Mr.
G. G. Gould, the technical director of
the U.S. Naval Underwater Ordnance
Station in Newport, R.L, to poll his staft
of 174 engineers on the matter. They
were asked:

First. Why do you feel that enroll-
ment of engineers is declining?

Second. What influenced you to be-
come an engineer?

Third. Would you advise your son to
become an engineer?

The 130 responses to these questions
shed light on some important factors
which, to a large extent, have been neg-
lected. For example, 31 percent felt
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that inadequate high school preparation
coupled with the difficulty of an engi-
neering curriculum accounted for the
low figures. Accordingly, Mr. Gould em-
phasizes that there exists, “an ever-in-
creasing gap between the quality of in-
struction up to and including the high
school level and the requirements for ad-
mission to engineering courses in col-
lege.”

Twenty percent replied that high
school or home guidance was crucial in
determining their choice to enter the
engineering profession. This brings to
the fore another aspect of the important
role played by our high schools in this
area.

Only about one-third gave an unequiv-
ocable ‘“yes” to the question: “Would
you advise your son to become an engi-
neer?” Mr, Gould makes the interesting
observation, and I quote him directly:

The major, single cause for failure to at-
tract young talent is the social status of the
engineering profession. The most impor-
tant ingredient for bullding up the future
engineering capability is to provide a re-
spectable social status to the engineering
profession.

In further support of this point, 16
percent of the respondents explicitly did
state that the lack of prestige of the pro-
fession was the major factor in keeping
engineering enrollments low.

This survey along with the letter and
comments by Mr. Gould comprise a use-
ful study of this especially important
problem. It could provide the basis for
improving many of our educational pol-
icies. I ask unanimous consent that the
survey and accompanying material be
printed in the Recorp at this point.

Mr. President, I also ask unanimous
consent to insert in the Recorp an edi-
torial which appeared in the February 17
edition of the New York Times which
makes additional interesting observa-
tions about the need for more engineer-
ing graduates.

There being no objection, the survey,
material, and editorial were ordered to
be printed in the ReEcorbp, as follows:

TECHNICAL DIRECTOR, U.S. NAVAL
UNDERWATER ORDNANCE STATION,
Newport, R.I., December 22, 1961.
Hon. CLAIBORNE PELL,

U.S. Senator,
Newport, R.I.

My Dear SENaTOR PELL: As I mentioned to
you in our phone conv lon, this sta-

tion's supervisory stafl appreciates and wel-
comed the opportunity of meeting you at
their last monthly meeting.

We have canvassed our professional em-
ployees to obtain a sampling of their opin-
ions regarding enrollment in engineering
curriculums and also to determine what in-
fluenced each to become an engineer. You
may find the results of this poll, enclosed
herewith, to be of interest. Also enclosed
is a memorandum from our personnel di-
rector which discusses In more detail some of
the responses to the guestions.

It is interesting to note that insufficient
salary is listed as a reason for declining
interest by only one-gquarter of the staff.
This confirms my own beliefs which have
been formulated over a period of 25 years
in active practice as an engineer. It is my
bellef that the major, single cause for fail-
ure to attract young talent is the social
status of the engineering profession. His-
torically, this has been the case for a long
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time. Before World War II, not too many
entered the profession since the needs were
small. There appeared to be a short upsurge
in the number of young people who wanted
fo be trained as engineers shortly after World
War II. I believe this stemmed directly from
the postwar realization that it was American
technology, based on American engineers’
know-how, that contributed so importantly
to our success in the war.

When the shouting and the memories
declined, the engineering profession once
more found itself in the position of being
“just workers.” This, to a large extent, is
exemplified in our technical societies. The
large engineering companies and utilities
play a leading and guiding role in the affairs
of the engineering socleties., This is differ-
ent from many other professions such as
for medicine, law, or physics wherein the
individual is the key to the activities and
guldance of his professional soclety. The
most important ingredient for building up
the future engineering capability of this
country is to provide a respectable soclal
status to the engineering profession. This
should be done in many different ways, but
perhaps the single, most effective way is
to require, by legislation, licensing of all
engineers.

I hope these comments and survey are
of value to you in the important task you
have undertaken. This is a vital problem
not only to those in the engineering profes-
slon but to our entire Nation. I would wel-
come an opportunity to assist you in any
way I can toward finding acceptable courses
of action. We look forward to seeing you
at your convenience early next year.

Very truly yours,
G. G. GouLp,

(Enclosure.)

SurvEY BY MR, G. G. GOoULD

1. Why do you feel that enrcllment of
engineers is declining?

Insufficient salary, 20 percent; lack of
prestige, 16 percent; more difficult curricu-
ium, 15 percent; inadequate preparation at
high school level, 16 percent; cost of educa-
tlon too high, 4 percent; other careers more
lucrative, 7 percent; scientists overshadow
engineers, 5 percent; interruption of educa-
tion by military service, 1 percent; soft living
of youngsters—lack of drive, 10 percent.

2. What influenced you to become an en-
gineer?

Personal aptitude, 12 percent; curiosity
and desire to know how and why things
worked, 18 percent; guidance received in
high school or at home, 20 percent; liked and
excelled in math and science, 24 percent;
subsidy by GI bill, 1 percent; employment as
mechanie or technician, 3 percent; promising
future, 13 percent; experience in Armed
Forces, 4 percent.

3. Would you advise your son to become
an engineer? .

Yes, 34 percent; no, 8 percent; if he had
interest and aptitude, 68 percent,

4, When did you graduate?

Did not, 1 percent,

[From the New York Times, Feb. 17, 1962]
THAT ENGINEER SHORTAGE

Once again a high Government official—
this time Secretary of Health, Education,
and Welfare Riblcoff—has sounded the
alarm about the shortage of engineers and
engineering students. The number of
students In college has been climbing
sharply, but the number of freshman en-
gineering students has remained roughly
constant these past several years. Only
about 45,000 engineering graduates received
degrees last year as against the 72,000 new
engineers the Department of Labor believes
we will need annually during the next
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decade. There are chronlc vacancies in
good engineering schools. Mr. Ribicoff
raises the specter of the balance of brain
power tipping against us, y since
the Soviet Union is turning out many more
engineers than we are.

That there ls a genuine shortage of top-
flight engineering talent is clear. What is
less clear is why engineering is proving so
relatively unattractive to college students
despite the many exhortations on this sub-
ject which have been published in recent
years. Economic theory tells us that when
a particular talent i1s in short supply, the
market acts to correct the situation by rais-
ing the earnings of those having this
ability, thus stimulating entrance of new-
comers into the fleld in order to correct
the shortage. It would be useful to know
why this has not happened with regard to
engineers. Moreover, it is doubtful that all
our englneers are being used properl
Many are probably engaged in work in whic
engineering education is not really required.

We would guestion any automatic as-
sumption that the United States must pro-
duce more engineers simply because the
Soviet Union produces so many. Attentive
readers of the Soviet press have been noting

tlons there recently that perhaps
Soviet schools are turning out too many
engineers and not enough people who are
capable of running an enterprise efficiently
and economically. Soviet engineers are
often used in the kind of post to which we
assign people with an education in business
administration or economics., There is no
magic in simply turning out a very large
number of engineers.

SCIENCE LEADER IN HOUSE:
GEORGE PAUL MILLER

Mr. ENGLE. Mr, President, on March
23 the New York Times ran a biographi-
cal story on my old friend and colleague,
Representative Georce P. MiILLEr, of
California. In the same edition it ran an
article on the committee that Congress-
man MitLer has headed since last fall,
the House Science and Astronautics
Committee. I commend the articles to
the attention of my colleagues.

The biographical sketch does an ex-
cellent job of catching the personality,
spirit, and character of GEoRGE MILLER,
It describes him as more interested in
committee work and the problems of his
constituents than in seeking publicity.
Here the article hits on a quality that is
unique among men in public life. It is
this quality that has endeared him to
the people of Alameda County who have
sent him to Congress nine consecutive
times. And it is this quality that makes
Georege MiipEr the outstanding public
servant that he is.

The country as a whole is beginning to
hear a lot about Congressman GEORGE
MiLLEr. Under his leadership, the
House Committee on Science and As-
tronautics is being transformed in seope
and purpose to consider the broad scien-
tific problems confronting the Nation.
GeOrRGE MILLER cares intensely about
solving the troubles that plague a coun-
try with an exploding growth in popula-
tion. That is why he feels that more
important than being the first to the
moon is the scientific knowledge derived
from space technology that can be used
to improve life here on earth.

I ask unanimous consent- that the
articles in the New York Times be
printed in the Recorp at this point.
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There being no objection, the articles
were ordered to be printed in the Recorp,
as follows: :

[From the New York Times, Mar. 23, 1962]

SciENCE LEADER IN House: GEORGE PAUL

, MILLER.

WasHINGTON, March 22—On the wall of
Georce Paun Mnvezr's fifth story office in the
0Old House Office Bullding is an aerial photo-
graph of the San Franclsco area where he
was born T2 years ago. The picture is a
sentimental reminder to a reminiscent Con-
gressman of a varied life that has included
careers as a clvil engineer, travel agent, street
sweeper, fish and game official, State legis-
lator, and U.S. Representative, in that order.

To the new chairman of the House Com=-
mittee on Sclence and Astronautics, the
picture is also a bothersome reminder of
problems confronting him as a legislator—
problems including the future of the Ban
Francisco area and of the Nation in the
future.

As he notes, in another few decades, some
14 million persons are expected to be crowded
into the area—a population growth that
prompts him to ask:

“How are you going to feed and clothe
all those people there and in similar metro-
politan areas throughout the Nation without
some breakthroughs in science?”

His concern helps explain why he is now
attempting to redirect his committee away
from its emphasls on space exploration into
becoming the scientific observer and policy-
setter of Congress.

AN UNUSUAL MEETING

One of the first steps was taken today
when a panel of distinguished sclentists
was assembled before the committee for a
discussion—unusual in the annals of Con-
gress—that ranged from the possibility of life
on other planets to the Impact of Federal re-
search grants on universities.

Mr. Mmier accepts the race to the moon
as inevitable and necessary. But more im-
portant than being first to the moon, in his
opinion, are the scientific knowledge that
will flow from space technology and the re-
sulting techmical advances here on earth.

His emphasis on the scientific importance
of space exploration reflects his proudly men-
tioned educational background as a civil
engineer. As one of the few engineers in
Congress, he likes to needle his lawyer col-
leagues in the House with the comment:

“You guys think in circles; I am one of
the few guys around here who has been
trained to think in straight lines.”

Mr. Mrrer is the son of a Sacramento
River dredger captain. He received his civil
engineering degree from St. Mary's College
near his boyhood home of San Francisco in
1912, The next decade he divided between
practice as an engineer and World War I
service as a first lieutenant in the field
artillery.

TURNED TO STREET SWEEFPING

In the 1920's, he switched over to running
a travel agency, an enterprise that failed in
the depression. Thrown on relief, he was
forced to sweep streets in Alameda, Calif.,
to receive relief allotments. The street-
sweeping interlude led him into politics.

He served two terms in the California
State Assembly from 1937 to 1841 and then
became executive secretary of the California
Division of Fish and Game.

In 1944 he was elected as U.S. Representa-
tive from the Eighth Congressional District
in Alameda County and has been succes-
sively reelected ever since.

In Congress, he gained a reputation as a
quiet-spoken legislator who voted a moder-
ate liberal line and was more interested in
committee work and the problems of his
constituents than in seeking publicity.

By virtue of his membership on the Armed
Services Committee he was assigned to &
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apecl.al House committee that set up the Na-

onal Aeronautics and Space Administration
and the House Space Committee. With the
death last fall of Overton Brooks, of Loui-
siana, he moved over a seat to become chair-
man of the committee.

HELPED OCEANOGRAPHY

Previously he served as chairman of the
Oceanography Subcommittee of the House
Merchant Marine and Fisherles Committee.

‘While in that post, through persuasion and
testimony, he was able to convince the
sclentific community of oceanographers that
it should bring in industry to help in the
expanding program of oceanographic re-
search.

Colleagues describe Mr. MILLER &5 an easy-
going, story-telling person with a quick, per-
ceptive, analytical mind. A somewhat cau-
tious person, he dislikes controversy, but can
be a skilled politician in averting or settling
an argument.

Despite his 72 years, Mr. MILLER i5 a spry
man who likes to take jaunts in the Wash-
ington countryside and hikes in the Sierras
of California. Some T years ago he broke
the sonic barrier aboard a Navy jet fighter.

Mr. MiLLER was married in 1927 to the
former Esther Perkins, who had come from
Overton, Nebr., to be a personnel manager
in a San Francisco department store. They
have one daughter—Mrs. Ann Miller Muir,
of San Lorenzo, Calif—and two grandchil-
dren.

[From the New York Times, Mar. 23, 1962]
ScrenTisTs AND CONGRESS PONDER IF Lare
Exists 1w OTHER WORLDS

(By John W. Finney)

WasHINGTON, March 22—In the dimly lit
caucus room of the House of Representatives
today, a committee of Congress and a group
of scientlists discussed whether life exists in
other worlds.

The sclentists told the Congressmen that
life might well have developed on far distant
planets. But they were pessimistic, for polit-
ical reasons, about ever establishing radio
contact.

They were pessimistic because they doubt
that legislators on other planets, any more
than on this earth, would put up the money
to build the costly transmitter needed to
send messages to other worlds.

A serious discussion of such a subject
would have caused laughter and ridicule a
few years ago. The subject is one that scien-
tists prefer to talk about only in private to
avold public scorn. Thus today's discussion
pointed up a significant transformation tak-
ing place in consideration In Congress of
sclentific problems.

Under the leadership of its new chairman,
Representative GeoRGe P. MiLer, of Cali-
fornia, the House Committee on Science and
Astronautics is being transformed in scope
and purpose into the first group in Congress
te consider the broad sclentific problems con-
fronting the Nation.

The result is to fill what has been regarded
within the executive branch and the scien-
tific community as the major gap In the
present organization of the Government to
handle scientific problems and. policies.

For congressional hearings, the commit-
tee today had an unusual slate of witnesses—
12 of the Nation’s outstanding scientists
who make up the committee's advisory panel
on sclence and technology. There was a
foreign scientist, Sir Bernard Lovell, director
of the Jodrell Bank Experimental Station in
England. It was Dr. Lovell, along with Dr.
Harrison 8. Brown, a geochemist at the Cali-
fornia Institute of Technology, who dis-
cussed, in answer to committee members'
questions, the possibility of life in other
worlds.

From an astronomical point of view, Dr.
Lovell said, there is a real possibility be-
cause at least 4 percent of the billions of
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stars in the universe must have planets
capable of sustalning organic development.

A BIOLOGICAL PROBLEM

The question at this point, he said, is
primarily blologlcal. Omne positive clue was
obtained recently, he pointed out, with the
discovery of biochemical substances in some
meteorites, Further evidence to answer the
question, he said, will be obtained when
searches are carried out for biological life
on nearby Mars and Venus.

Dr. Lovell said, however, it would not be
worthwhile to listen for messages for other
worlds on a sporadic basis, such as was done
in 1960 by sclentists at the National Radio
Astronomy Observatory in Green Bank,
W. Va.

To do the job properly, he sald, will require
a number of finely instrumented radio tele-
scopes developed to attack the problem on
a long-term basis. He then expressed doubt
that any nation would be willing to take on
a project so expansive and so speculative,

Perhaps if disarmament is achieved, he
said, it will then be possible to divert some
of the military radar “dishes” to listening
for messages from other planets,

Dr. Brown described the possibility of
extraterrestrial life as “one of the most Im-
portant, exciting questions confronting us.”

CALLS LIFE ABUNDANT

His own personal bet, he said, is that life
is “a very abundant commodity in our uni-
verse.” But the chance of receiving signals
from these other worlds, he said, depends
largely upon how they have behaved and
whether they have appropriated money to
attempt to establish contact.

“‘Here I become somewhat gloomy,” he said,
“when I think about other legislatures In
other worlds voting money for powerful
transmitters to send signals that may or
may not be heard in a few million years.”

“The task that confronts us now,” he said,
“is how can we make the proper decisions
in the legislative branch.”

Behind this comment was the fact that
jurisdiction over scientific problems is now
fragmented among several congressional
committees, with no one committee exercis-
ing an overall policy review. It is this latter
role that the House Science and Astronautics
Committee, originally set up primarily to
handle the space program, is now trying to
fulfill.

Dr. Brown used this example to illustrate
his basic theme that “one of the most im-
portant tasks confronting us is how, in the
democratic system, to make the correct de-
clsions on problems involving technical and
scientific considerations.”

PART OF ANSWER FOUND

In recent years, he said, a “generally satis-
factory” answer to this problem has been
developed within the executive branch with
the activation of the President’s Sclence
Advisory Committee, the creation of the
Office of Beientific Adviser to the President
and establishment of the Federal Council on
Science and Technology to coordinate Gov-
ernment research programs.

NEEDED: WATCHDOG ON FEDERAL
EXPENDITURES

Mr. WILEY. Mr. President, the Na-
tion—experiencing skyrocketing ex-
penditures—could benefit, I believe, by
the creation of a permanent Hoover-type
commission to keep a watchful eye on
Federal spending. Over the years there
has been an accumulation of evidence to
demonstrate the need for greater protec-
tion for the taxpayers’ money:

First, Examples of waste and duplica-
tion;

Second. Unnecessary stockpiling; and
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Third. Need for elimination of Fed-
eral agencies for services performing ac-
tivities that could better be handled by
local and State governments, private
enterprise, and so forth.

Previously, especially appointed
Hoover Commissions—reevaluating Fed-
eral operations—have made recom-
mendations that saved billions of dollars.

Recently there has been new evidence
of the need for a more watchful protec-
tion of the taxpayers’ pocketbook, such
as:

First. Executive multibillion-dollar
stockpiles of defense materials, now un-
der investigation.

Second. Reports that foreign nations,
recipients of U.S. aid, salt away instead
of utilizing such funds.

Third. And other evidence from time
to time of administrative deficiencies:
lack of coordination in procurement,
service, and other operations; unneces-
sary competition among Federal agen-
cies, or with private enterprise; redtape
entanglements; and other activities that
either bog down efficiency or result in
wasting money.

Taxpaying citizens, in my judgment,
should not have to wait, however, until
wide margin misjudgments become pub-
lic scandals, resulting in loss of millions
or billions of dollars. To the contrary,
I believe that the extremely high level
of Federal expenditures—currently at
about $93 billion—requires constant
watchfulness to:

First. Reevaluate the operations of the
Federal Government to promote more
(a) efficiency in administration; (b)
realistic policies governing extensions
and limitations of governmental activi-
ties; (c) effective staffing of—but not
empire building in—Federal agencies;
(d) elimination of agencies or activities
after need has expired.

Second. Eliminate activities that are
nonessential, or that can better be per-
formed by State or local governments,
or private enterprise.

Third. te unnecessary com-
petition among Federal agencies or
services.

Fourth, Avoid costly waste and dupli-
cation.

Fifth. Eeep a watchful eye on ex-
penditures of the taxpayers’ money, to
avoid over or reckless stockpiling
whether for defense or any other
purpose.

Sixth. Generally to promote greater
efficiency and economy to serve the pub-
lic interest.

Earlier this session, I introduced a
bill—S. 2727—for establishing a perma-
nent Hoover-type watchdog commission.
Currently, the measure is pending be-
fore the Government Operations Com-
mittee in the Senate. Recognizing the
need for ever-growing watchfulness in
this field, I am recommending the com-
mittee take prompt action to consider
and favorably report the bill to the
Senate.

Recently, the Committee for Consti-
tutional Government, Ine., published an
article by the distinguished senior Sena-
tor of Virginia [Mr. Byrpl, entitled
“Crisis.” Reflecting further upon the
unparalleled and apparently unceasing,
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upward trend of Federal spending, I re-
quest unanimous consent to have the
article printed at this point in the
RECORD.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

CRrisis

(By Senator Harey Froob Byrp, of Virginia)

It was with a good deal of reluctance and,
I will say, a good deal of sadness that, as
chairman of the Senate Committee on Fi-
nance, I was compelled to ask for an in-
crease in the Federal debt limit from $298
to $300 billion. I did so because I was told
that unless the debt limit was increased, our
Government could not pay its current bills.

I do not recall in my long service on the
Senate Committee on Finance that there
ever before arose such a condition as was
presented to us.

It had to be recognized that the failure
of this Government to pay its bills would
create chaos at home and abroad in the free
world. Such a situation could not be per-
mitted to occur.

Under circumstances which had been al-
lowed to develop, we were virtually forced to
go more deeply into debt to pay running
expenses continually coming due In excess
of revenue income.

Federal financial crises such as this are
recurring with increasing frequency. En-
actment of the bill raised the limit on the
Federal debt $7 billion in 8 months.

A year ago the debt limit was $293 bil-
lion. In June 1961, at the request of the
administration, the debt limit was raised
to $298 billion. Now, at the request of the
administration, it has been raised to $300
billion.

Treasury figures relating to the recent 2
billion debt increase show deterioration in
the fiscal situation has been precipitous since
the June request to ralse the debt limit to
$298 billion.

Unnecessary spending is increasing. Non-
military Federal expenditures in the first 7
months this year, through January 1962, ran
10 percent higher than during the same pe-
riod last year.

Total Federal expenditures in the July-
January period were $3.9 billion higher than
last year; nonmilitary expenditures. in-
creased $2.4 billlon and military expendi-
tures increased $1.5 billion.

We have been the policeman, the banker,
and the Santa Claus for the free world more
than 156 years, Recent figures showed U.S.
foreign ald has totaled more than $100 bil-
lion, and it is continuing.

Meanwhile we are faced with a menacing
deficit in the balance of international pay-
ments between the United States and na-
tions we have assisted. It has run as high
as $4 billion a year.

This situation, in combination with do-
mestic deficits which threaten or cause infla-
tion, has resulted in a drain on our gold
supply. We have lost 30 percent of our gold
in relatively few years. I emphasize: We
have lost 30 percent of our gold reserves.

We are already laboring under a terrible
tax burden. It is confiscatory in some areas.
Deficits are continuing; and the debt is at
a peak never reached even for 4 years of
global shooting war.

In addition to $300 billion in direct debt,
we have assumed contingent llabilities at
home and abroad amounting to untold bil-
lions more.

Now we propose to underwrite the debts
of the United Nations.

Before July 1962, the administration is
going to ask that the debt limit be raised
again by 88 billion, lifting the limit by 8156
billion in a year. As the situation stands
now, this will be the year of the highest rev-
enue and the highest debt in history.
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It is clear that continually raising the stat-
utory limit on the Federal debt is only tem-
porizing with dangerous deterioration in the
Government’s basic fiscal condition.

As chairman of the Finance Committee—
and I hope I shall be joined by other Sena-
tors—I shall oppose to the utmost of my ca-
pacity raising the debt limit an additional
$#8 billion, to $308 billion for the next fiscal
year when the administration says there will
be a balanced budget.

A thorough examination of the financial
position of the United States should and
will be made by the Senate Committee on
Finance before the next request to raise the
limit on the Federal debt is granted.

Work on the examination has started.
The Government's obligations are huge, com-
plex, and worldwide. The study will be ex-
haustive. It is concerned with hard facts
as distinguished from fiscal fantasy.

As a starting fact—regardless of how im-
portant the justifications were—there have
been 24 Federal deficits in the past 30 years.
The deficit last fiscal year was $3.9 billion.
This year, ending June 30, 1962, it will be
$7 billion to 10 billion, to make it a total of
#11 billion to $14 billion for the 2 years. It
is my frank and considered opinion that
there will not be a balanced budget next
year. I would be willing to venture, as
strongly as I can, the prediction that there
will be a very substantial deficit unless some-
thing is done to stop unnecessary spending
in the fiscal year beginning on the first of
July 1962.

Is it possible for us to destroy ourselves
from within? Every American should ask
himself that question.

Nothing could serve EKhrushchev better.
Survival of free nations, including our own,
depends on the financial soundness of this
Government.

Neither our form of government nor our
system of enterprise can survive insolvency.
All of us know that we cannot continue much
longer to spend and spend, and tax and tax,
and borrow and borrow.

Nothing now before Congress or any other
branch of Government is more important
than protection of the Nation’s fiscal struc-
ture. It is being examined. Meanwhile
further impairment should be stopped.

THE ADMINISTRATION DAIRY PRO-
GRAM—MALHEUR COUNTY FARM
BUREAU RESOLUTION

Mr. MORSE. Mr. President, the Wil-
lowereek Center of the Malheur County
Farm Bureau has brought to my atten-
tion a resolution adopted by that or-
ganization concerning certain provisions
of the administration’s proposed dairy
program, as ouflined in S. 2786. I feel
sure that many Senators are receiving
similar communications and therefore
might be interested in the statement of
the Willowereek Center, Malheur County
Farm Bureau membership on this sub-
ject. Accordingly, I ask unanimous con-
sent that Mr. Dudley De Long’s letter of
March 17, 1962, together with the accom-
panying resolution, be printed at this
point in my remarks.

There being no objection, the letter
and resolution were ordered to be printed
in the Recorp, as follows:

MarcH 17, 1962,

Hon. WAYNE MORSE,
U.S. Senate,
Senate Office Building,
Washington, D.C.

DEAR SENATOR MORSE: The members of the
Willowcreek Center, Malheur County Farm
Bureau, have been studying the administra-
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tion's p dairy program as outlined
in H.R. 10010 and S. 2780.

Enclosed you will find a copy of a resolu-
tion from our membership committee, which
has been approved by the board of directors
of Malheur County Farm Bureau, stating
our views on this proposed dairy program and
how we feel it will afiect us as farmers in
Malheur County.

There are approximately 800 dairy farmers
in Malheur County. They could all be classi-
fled as small dairy farmers or family-sized
dairy farms. There are 13 dairy farms pro-
ducing grade A milk, the balance are mem-
bers of Farmer's Cooperative Creamery, pro-
duecing milk for manufacturing purposes.
Malheur County ranks second in milk pro-
duction in the State.

As operators of small dairy farms we are
very concerned that the choice offered farms
in this proposed bill in a free economy
amounts to no choice at all and the Govern-
ment can retain the right to break the free
market by releasing its accumulated surplus.

We appreciate your effort in behalf of Mal-
heur County farmers and ranchers in the
past and respectfully request you give this
your consideration.

Yours sincerely,
DuprLey DE LONG,
Dairy Chairman.

Whereas we the members of Willowcreek
Center, Malheur County Farm Bureau, have
studied the administration’s proposed dairy

rogram: Therefore be it

Resolved, That we oppose this type of pro-
gram; namely, national milk orders and com-
pulsory checkoff,

We believe the compulsory checkoff is un-
necessary as the dairy farmer is contributing
toward dairy research, advertising, and edu-
cation on voluntary and in some instances
compulsory programs. Approximately 800
dairy farmers in Malheur County contributed
nearly $18,000 in 1961 to the Oregon Dairy
Products Commission.

This type of program would work a great
hardship on the young dairy farmer enter-
ing the dairy business as under this program
he would have to purchase a quota as well as
stock and equipment to enter dairying.

We oppose the regimentation and Govern-
ment control of this type of program.

DvupLEYy DE LONG,
Dairy Chairman, Willowecreek Valley
Farm Bureau.
KAy NARKAMOTO,
Chairman, Willowcreek Valley Farm
Bureau.

FEDERAL SUPPORT OF EDUCA-
TION—RESOLUTIONS OF AMERI-
CAN COUNCIL OF LEARNED SO-
CIETIES

Mr. MORSE. Mr. President, Dr. Ger-
ald F. Else, chairman of the department
of classical studies at the University of
Michigan, has kindly called to my at-
tention, in a letter dated February 21,
1962, certain resolutions adopted by the
American Council of Learned Societies
at its annual meeting on January 21,
1962.

In view of the widespread respect with
which the American Council of Learned
Societies is held throughout American
higher education, it is my judgment that
the resolutions of the organization
would be of great interest to my col-
leagues.

Therefore, I ask unanimous consent
that the letter of Dr. Else and the reso-
lutions of the American Council of
Learned Societies be printed at this
point in my remarks.
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There being no objection, the letter
and resolutions were ordered to be
printed in the Recorp, as follows:

THE UNIVERSITY OF MICHIGAN,
DEPARTMENT OF CLASSICAL STUDIES,
Ann Arbor, Mich., February 21, 1962.
Hon. WAYNE MORSE,
U.S. Senate,
Washington, D.C.

DEAR SENATOR Morse: I wish to call to your
attention the accompanying resolutions
which were adopted by the American Council
of Learned Societies on January 21 of this
year. You will note that the first resolu-
tion speaks in especially urgent terms about
the need for Federal support of summer and
academic year institutes for secondary
school teachers in the basic humanistic and
the social studies as well as in the flelds
which are now covered by the National De-
fense Education Act. The effect of the
present act, with its support for the upgrad-
ing of secondary school teaching in some
fields and not others, is a growing imbalance
which bids fair to threaten the quality and
integrity of American secondary education
as a whole. I hope you may see your way,
both as a Member of the Senate and in your
capacity as a member of the Senate Com-
mittee on Labor and Public Welfare, to sup-
port this badly ‘needed readjustment.

Although the need which is identified by
the second resolution is perhaps not quite
50 urgent and pressing at this moment, the
same long-range arguments apply to it and
support it.

It is appropriate to point out to you that
these resolutions were adopted by a unani-
mous vote of the delegates to the council,
representing the 30 leading scholarly organi-
zations in this country in the fields of the
humanities and the soclal sciences.

Yours very truly,
GERALD F. ELSE,
Chairman.

The resolutions quoted below were adopted
by the American Council of Learned So-
cleties at its annual meeting on January 21,
1962.

The council is a private, nonprofit federa-
tion of national scholarly organizations con-
cerned with the humanities and the hu-
manistic aspects of the social sciences. It is
a member of the International Unlon of
Academies.

“Resolved, That this council regards it as
imperative, in the national interest and for
the strengthening of American education on
the broadest possible front, that the Federal
Government extend its support of summer
and academic year institutes for secondary
school teachers to include the basic hu-
manistic and social studies on the same basis
as modern foreign languages, mathematics,
and the natural sciences.

“Resolved, That this council very strongly
urges that the Federal Government, in the
national interest and for the strengthening
of our scholarly and intellectual resources
on the broadest possible front, extend its
support of higher education and research to
include all the humanities and the social
sciences on the same basis as mathematics,
the natural sciences, and technology.”

MORSE-TOWER DEBATE

Mr. MORSE. Mr. President, on Feb-
ruary 7, 1962, the Columbia Broadcast-
ing Co. released a prerecorded broadcast
of a debate which took place under the
auspices of the committee on discussion
and debate materials of the National
University Extension Association.

It was a pleasure to participate in
the discussion with the junior Senator
from Texas [Mr. Tower]l on the ques-
tion, “What Should Be the Role of the
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Federal Government in Education?”
At this time I should like to express
my appreciation to Dr. Homer Babbidge
of the American Council on Education,
who acted as moderator, to Dr. Bower
Aly, executive secretary of the commit-
tee on discussion and debate materials,
and to the Columbia Broadeasting Sys-
tem for bringing to the American public
this public interest program.

Mr. President, I ask unanimous con-
sent that a transcript of that debate be
printed at this point in my remarks.

There being no objection, the tran-
seript was ordered to be printed in the
REcoRrbp, as follows:

WHAT SHOULD BE THE ROLE OF THE FEDERAL
GOVERNMENT IN EDUCATION?

WEDNESDAY, FEBRUARY T, 1962,

ANNOUNCER. The CBS radio network pre-
sents a special recorded discussion on the
question, What should be the role of the
Federal Government in education? Our
guests are: The Honorable WAYNE MORSE,
U.S. Senator from the State of Oregon; and
the Honorable Jorw Tower, U.S. Senator
from the State of Texas. Conducting the
discussion will be Dr. Homer D. Babbidge, of
the American Council on Education.

This broadcast is being presented in co-
operation with the committee on discussion
and debate materials of the Unilversity Ex-
tenslon Assoclation. It signals the opening
of the new high school debate season across
the United States. Each year, the commit-
tee recommends a problem to be debated by
high school societles throughout the country
as the national high school debate problem
of the year. Every year, to mark the opening
of the high school debate season, the prob-
lem is discussed by eminent speakers from
public life. You are about to hear the dis-
cussion of this year’s topic.

Here now is Dr. Babbidge.

Dr. Bassmce. The participants in today’s
discussion are not only both Members of the
U.S. Senate, they are both former college
professors. The senior Senator from Oregon,
the Honorable WAYNE MoRsE, was a professor
and dean of the law school at the University
of Oregon for 16 years until his election to
the Senate in 1944, Prior to that he taught,
appropriately enough for today's discusrion,
argumentation at the Universities of Wis-
consin and Minnesota. Senator Jomwn G.
Tower, the recently elected junior Senator
from Texas, hasn't had time to do as much
teaching and legislating as his opponent in
this debate since he 1= at 36 the youngest
and newest Member of the U.S. Senate. He
has nonetheless taught political sclence at
Midwestern University In Wichita Falls, Tex.,
for some 8 years. Another thing these two
educator-Senators have in common is mem-
bership on the Senate Committee on Labor
and Public Welfare, which has jurlsdiction
over all education legislation coming before
the Senate. So that as these two gentlemen
discuss the subject of Federal ald to educa-
tion, it is fair to say that the radio audlence
is belng treated to a lively discussion of a
vital topic by two men who will have much
to say about the actual resolution of this
issue. These two Senators have sharply con-
trasting views on the issue under discussion,
as I think will be amply clear as our debate
gets underway.

I trust that neither will take offense when
I say that one of them, Senator MorsE, takes
what is termed a liberal position, while the
other, Senator Towsr, fakes a frankly con-
servative position; but as former teachers
and now legislators, they are agreed, I am
sure, that the clash of their contrasting
views on this issue is a precious part of both
the teaching and the legislating arts. They
would concede too, I think, that there are
positions on the issue of Federal ald to edu-
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cation other than those that they take. I
suspect that if we had 10 Senators partici-
pating in this discussion we might well
identify 10 positions on the issue, each held
by its proponent with much the same earn-
est conviction that characterizes the views
of our participants today. So in that spirit
of a good debate between two knowledgeable
able men who believe strongly in thelr re-
spective and contrasting views, I take pleas-
ure in initiating this discussion on the sub-
ject of the role of the Federal Government
in American education.

Senator Morsg, I wonder if you would be
willing to start things off by taking a few
minutes to state your position?

Senator Morse. Dr. Babbldge, Senator
Tower, and friends. It is with great pleas-
ure that I join with my good friend Senator
Tower in a discussion concerning what I
believe to be one of the most important
issues to face the Congress and the country
in this decade. I am proud to appear to
urge the afirmative of the question that
Federal financlial assistance be given to the
States to meet in part the educational needs
of the nearly 40 million boys and girls in our
public elementary and secondary schools.
As a Senator I have long supported such
a program. In 1947, I supported Senator
Taft, and in 1949, Senator Thomas and Sen-
ator Taft in their efforts to provide needed
financial assistance without Federal control
of the local education operation, As chair-
man of the Education Subcommittee of the
Senate Committee on Labor and Public Wel-
fare, I was pleased to respond to President
Eennedy's vigorous call to action, and I am
happy to report that 8. 1021, the administra-
tion’s program, was passed by the Senate
last May 25 after 10 days of floor debate.
Before we enter Into the positive evidence
to support the position I hold, I feel it would
be most helpful to straighten out a few
misconceptions.

The first misconception, I belleve, that
should be laid to rest, 1s that this is some-
thing new. Federal ald to our public schools
for operation and maintenance, which in-
cludes teachers' salarles and Federal aid to
help build schools, has been a part of our law
and on the statute books for over 10 years.
Public Laws 815 and 874 were first enacted In
1950. Public Law 815 provides construction
money, and Public Law 874 provides money
for operation and maintenance of public
schools In federally impacted areas. You
may say, “But Mr. Senator, these are only
specialized cases. This isn’t a general pro-
gram of Federal ald.” True in part, but did
you realize that the 3,965 school districts
participating In Public Law 874 money con-
tain about 11 milllon schoolchildren, a
third of all our public school children, or
that under Public Law 815, since 1950 the
Federal Government has contributed
$1.080 million to local school districts to build
schools. Almost $214 billion has been spent
for both of these programs in 10 years.
These figures show that in thls area alone,
we have through our National Govern-
ment been giving a support to local educa-
tlon where there were special hardships
created by moving into a community a new
Federal airbase, an atomic production plant,
or other Federal installations.

But long before this—before even the
adoption of our Constitution when we were
operating under the Articles of Confedera-
tion in 1785—the Congress in the Survey
Ordinance of 1785 provided that there should
be reserved the lot number 16 of every
township for the maintenance of public
schools in each township.

Thus we see that public aid for public
schools is no new thing, What is new is
that we now stand on the threshold of being
able to pass a law which will for this day
and age begin to make a significant con-
tribution to all the public school children in
each of our States. During the course of
testimony presented to my subcommittee,
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and there was a great deal of it—our hearing
record when printed ran to over 1,300
pages—witness after witness spoke of the
classroom shortage and the teacher short-
age. It is a misconception to think that
there Is no need for substantial financial sup-
port to the American school system. Ac-
cording to statistics recently released by the
Office of Education, it was stated that we
have a shortage of 127,200 classrooms in our
elementary and secondary schools.

What does this mean? It means that 1,-
693,862 American boys and girls are being
shortchanged educationally. These are the
numbers of students in excess of normal
classroom capacity. When we as leglslators
are told these things, in my judgment we
have a clear duty under the general welfare
clause of our Constitution to take appropri-
ate legislative action. This we are doing
through our action on 8. 1021, the Public
School Assistance Act of 1961. Classrooms,
however, do not teach children. Dedlcated
men and women of the teaching profession
are needed for the teaching. Where do we
get them? We aren’t, apparently, willing to
pay for the professional training necessary
to qualify for full certification under the
State laws. But I salute these trained and
competent young men and women who
choose teaching as a career because they are
performing a great public service. We start
our teachers in Washington, D.C., at §4,800
a year. Now, that Is a fairly high entrance
salary by comparison with other big citles;
yet a college senlor graduating in electrical
engineering from Georgia Tech in 1959 could
expect to receive an annual paycheck of
$6,360.

This is an Interesting commentary on our
standards of value. Part of the price we are
paying for thls inversion and subordination
of human values 1s that we have a great
many teachers who cannot meet the State
certification standards; 89,700 elementary
and secondary school teachers out of the 1,-
400,000 teachers in our schools are teaching
under substandard credentials, and in this
introductory statement, I want to say that
I have no doubt about the need for Federal
ald to education. We have got to do it in
a way that reserves to the States the control
over the local school district. What we need
to remember, as I have sald so many times
and want to stress again, we are never going
to keep ahead of the Communist segment of
the world in manpower, but we have just got
to see to it that we keep ahead of it in
brainpower, and I think that the Federal
Government has a share, but only a share,
of the responsibility to help the States, and
it is because of that responsibility that I
am glad to bespeak for the administration
the adoption of Federal ald to education
legislation.

Dr. Bapemee: Thank you very much Sen-
ator Wayne Morse. Now, Senator Tower, I
wonder if I could ask you similarly to take
a few minutes to state your position.

Senator Tower. Dr. PBabbidge, Senator
Morsg. I have been a consistent opponent
of Federal ald to education for two basic
reasons. First, it 1s not the function of the
National Governmen* to finance our public
school system. Indeed the maintenance of
a public school system is not one of the enu-
merated powers found in article I of the
Constitution. It is a State responsibility as
is implied in the 10th amendment to the
Constitution which says that all powers not
delegated by the Constitution to the United
States nor prohiblited by it to the States are
reserved to the States respectively and to the
people.

Further, I am apprehensive of Federal
financing of public schools on the grounds
that I believe that it could ultimately lead
to Federal control of our educational system.
I think that probably there concelvably
might not be too much abuse of that by any
administration that we might anticipate over




1962

the next few years, but ultimately it could
become & tool in the hands of unscrupulous
politicians for the brainwashing of Ameri-
can youth. I don't think we should be smug
and say that it can't happen here. The
Germans are very highly intelligent people,
but it took Hitler only 7 years to brainwash
the youth of Germany.

And so I think it is very good to have
decentralized control of your public school
system. The Congress doesn't appropriate
money unless it determines how that money
is to be spent; and the tendency over the
past few years has been for the Congress to
determine more and more in detail how Fed-
eral money should be spent, especially in the
Federal grant and aid field.

Now we don't usually tie many strings,
I am afraid, to a lot of the foreign ald money
that we give away, but when it is given to
the States, there are strings attached. I
think that education needs can best be de-
termined on the local level. I believe they
can best be met at the local level. I think
that people in their capacity as citizens of
the community or the State are more fa-
miliar with their own educational needs. I
think that money collected in the States and
in the communities can be more efficiently
and more economically spent if it stays there
rather than if it goes to Washington, and we
knock off some for administrative costs and
then return it to the States or to the local
governments and tell them precisely how
they can spend it. I think that a tax for-
giveness plan to the States for educational
purposes would be good.

I think that the Federal Government could
relinquish to the States certain sources of
taxation that might conceivably have pre-
empted ordinary State sources so that people
in their capacity as individuals and citizens
of the community can do for themselves the
things that should and must be done. I
think our people have shown traditionally
that they do recognize what their foibles
and weaknesses, their ghortages, their short-
comings, and their needs are and will move
to meet them.

I would like to cite one example in my
State. There is a city near Dallas called
Irving, Tex., In 1850, Irving had a popula-
tion of less than 5,000. In 1960, it had a
population of 50,000, so while the popula-
tion has increased 1,000 percent, they have
kept pace with their public school construc-
tion program to the extent that they have
no classroom shortages In Irving. I think
that our people can be relied on to make
their own decisions on the local level, I
think we have no confidence in the ability
of people to govern themselves, in the ability
of people to exercise freedom of choice wisely
on the local level if we Insist that only the
Federal Government knows what the educa-
tional needs of the country are and only the
Federal Government will be responsible in
this field.

Dr. Bassipge. Thank you very much, Sen-
ator Tower. You have indicated, both of
you, the desire to avold Federal control of
education at the local level. I wonder if you,
Senator Morse, share the degree of appre-
hension expressed by Senator TowEr.

Senator Morse. Dr. Babbidge, I think Sen-~
ator Tower draws very clearly the differences
of opinion between us in regard not only to
this issue but the other issues that he men-
tions. I want to say to my good Republican
friend from Texas that I am a Taft man on
this issue because I want to read what we
find in the— !

Senator Tower. May I say, Senator, that in
the Republican Party we always have dis-
agreed agreeably.

Senator Morsg. Well, that is certainly true
of the Democratic Party. But let me point
out what the Taft principle is in regard to
Federal aid to education, because even back
in 1947 he was charged with being a creeping
Boclalist because he favored Federal aid to
education. Let's take a look at the language
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in 1021. It is the language that is taken
from the Taft philosophy and provides that
in the administration of this title no depart-
ment, agency, officer, or employee of the
United States shall exercise any direction,
supervision, or control over the policy de-
termination, personnel, curriculum, program
of instruction, or the administration or op-
eration of any school or school system. May
I say, Dr. Babbidge, that as Bob Taft used to
point out if anybody has any stronger lan-
guage that will guarantee to a greater degree
local control of education than that lan-
guage, give it to me, and I'll write it into
the administration’s bill. But, Taft was also
right when he said, “You can't get stronger
language.” Now, also don't forget that Sena-
tor Tower and I and 98 other Senators are go-
ing to be sitting in the Senate of the United
States if a Federal ald to education bill is
adopted, and if any Federal agency or official
tries to interfere or dictate or direct educa-
tional policy at the local level, we will be
heard from. We need to remember that
when you pass legislation Congress doesn't
pass out of the picture after the legislation
is passed. We sit there with the responsi-
bility of watchdogging the administration of
that legislation, and I want to say that I
haven’t any worry at all about the Federal
Government dominating education in the
States with this kind of a safeguard in it.

Senator Tower. As I noted awhile ago, for
the immediate future there might not be
any fear of Federal control, but I think it
could be a foot in the door and over a long
period of time could result in Federal control.
Since Senator Morse has quoted a man that
I admire very greatly, Senator Taft, I would
like to quote Representative JouN LEsINsKI,
who was formerly chairman of the
House Committee on Education and Labor
and who was a leading liberal within the
Democratic Party, and he had no illusions,
This is what he sald: “It is impossible to
draft a general Federal ald bill which will
not contain a great deal of Federal control
over local school systems. I am convinced
after the hard study we have put to the ques-
tion, that no acceptable bill preventing the
Federal domination of local schools can be
drawn. I reluctantly come to the conclu-
sion, but I had to face the facts.” So I think
there could be a danger of Federal control,
and sometimes, of course, the majority in
the Congress might be inclined to be swung
in one particular direction to the extent that
they would abdicate their responsibility to
supervise Federal expenditures without Fed-
eral control. Of course, I would trust the
system much more with a Republican ma-
jority than I would with a Democratic ma-
jority, but I think in prineiple it is a bad
idea. I would like to point out too that in
past so-called ald to education programs that
many of these were not designed primarily
as ald to education.

Now, Senator MorseE has mentioned the
land-grant system. I would point out that
land grants were made for a great number of
things—for homesteads, for railroads—and
actually a minority percentage of land-grant
money went to the public schools, and it went
to the undeveloped lands of the West pri-
marily. And this was a program aimed at
attracting immigrants to this underdeveloped
area rather than a program aimed at educa-
tion. As far as impacted areas are concerned,
I think that everybody, be he liberal or con-
servative, has recognized the very clear re-
sponsibility of the Federal Government to aid
school systems in areas where the Federal
Government has gone in and preempted tax-
able land where, in military establishments,
they have moved in a number of dependents
that must be schooled, and, of course, this
program should be continued and without
strings attached.

Senator Morse. I would like to make this
reply to Senator Tower in regard to this mat-
ter of Federal aid, and it is my reply to the
very able Democratic colleague that he
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guotes, that we need to remember that Con-
gress grants the appropriations. There is
your constant check on any attempt on the
part of the Federal Government, and I don't
think any attempt would be made, but let's
assume that it is, the appropriation check is
a very important one. Now, let us go to these
alds that we are already receiving. Let’s
take Oregon and Texas for example. My
State at the present time receives $3,745,-
636.58, as of last year, by way of Federal aid
from all these various aid progiams—don’t
forget that this is Federal money, and the
test is, does this Federal money go into the
schools?

That's the test. It does go into the
schools, and, therefore, in fact is Federal aid.
The Senator from Texas' State received
$22,083,141.29. Now this is Federal money
that presently is being spent in our two
States, and similar amounts are spent else-
where in the country; and I am looking for
the evidence that shows the Federal dicta-
tion into the school policies, into the cur-
riculum, and into the standards of the
schools, and it hasn’t been presented to my
committee. In fact, let’s not forget that
back in 1862, Abraham Lincoln signed the
Morrill Act after Buchanan and the admin-
istration preceding him had vetoed it, and
he vetoed it on the ground that he thought
the time might come, as Senator Tower does
now, that the Federal Government might
interfere in these land-grant colleges. Abra-
ham Lincoln had no such fear. He signed
the bill, and he has been justified over the
years by this tremendous Federal ald pro-
gram for our land-grant colleges.

Senator Tower. Actually, however, in other
areas of Federal grant-in-aid, as I said, al-
though you might build in some mechanism
into the bill that would prevent the exercise
of Federal control, ultimately I can see it
eaten away and see it slip away. Pursuant
to the Federal Social Securlity Act of 1985,
for example, States had to form agencies
along lines prescribed by the Federal Gov-
ernment for old-age assistance programs, aid
to the needy blind, and aid to dependent
children, etc., so they did tell them how the
money could be spent. Now, I doubt too
that this conforms to the spirit of the Con-
stitution—this business of Federal aid to
education.

I remember that Judge Pine in his district
court decision in the classic case of Youngs-
town Sheet and Tool v. Sawyer said that
past wrongs unchallenged do not clothe
present similar wrongs in a cloak of legality.
I think it does do violence to the spirit of
the Constitution, and as long as we are talk-
ing about this business of Federal control,
let me note that here are some of the con-
trols that are built in to the National De-
fense Education Act, Public Laws 85 and 864,
With respect to the payment of Federal capi-
tal contributions, the Commissioner of the
Office of Education of HEW sets the date for
filing applications by the educational insti-
tution, etc. Participating institutions must
make an agreement with the Commissioner
providing for certain conditions which must
be met. Loans made by an institution to a
student are subject to such conditions, limi-
tations, and requirements, etc. There are
many, many more of these that we could
go on reading, but the point is there will be
Federal control.

And I don't recognize the need—I would
point out that over the past few years, class-
rooms are being built at a greater rate than
the President projects, we will need to have
classrooms built over the mnext 10 years.
He projects something like 600,000. We have
been bullding at a rate roughly of 70,000,
and, by the way, we have reduced our short-
age from 370,000 in 1954 to 127,000 in 1961.

Senator Morse. Let me very quickly point
out that we need to distinguish among Fed-
eral ald programs. There are Federal aid
programs in which the Federal Government
does hav2 a responsibility in connection




5490

with t:x;‘frognm itself in regard to its stand-
ards its operation—the roadbuilding
program, for example. It is quite proper for
the Federal Government to lay down the
standards if you are golng to get Federal
money for a readbuilding program, but in
those laws the standards are written in, In
your Federal aid to education program, let
me make very clear that noninterference is
written into the law as mandate upon the
Federal Government. As to the constitu-
tional argument, I have no doubt the
Supreme Court has already held it under the
10th amendment.

Of course, the Federal Government isn’t
limited, as has been argued, to the literal
delegation that you have in the Constitu-
tion. You have this matter of the general
welfare, and—what's more important—the
defense of this country; because it is our
most important defense weapon to see to it
that we develop the brainpower of our boys
and girls in this great contest against to-
talitarian socleties that threaten us.

Dr. BasemGe. Gentlemen, I am terribly
sorry to say that our time for discussion has
already been exhausted. I know that each of
you has a great deal more to say on behalf
of his position. We can only be grateful
that you will have more than a half hour
in which to debate this issue when it arises
in the Senate. I should like to express my
appreciation to both of you, Senator WAYNE
Morsg, of Oregon, and Senator JoaN TOWER,
of Texas, for your willingness to discuss here
today the role of the Federal Government in
education as a contribution to the annual
national high school debate. My thanks too
to Dr. Bower Aly and the National University
Extension Association for their sponsorship
of this worthy debate.

ADJOURNMENT UNTIL MONDAY,
APRIL 2, 1962

Myr. MORTON. Mr. President, in com-
pliance with the order heretofore en-
tered, I move that the Senate adjourn
until 12 o’clock noon on Monday next.

The motion was agreed to; and (at 12
o'clock and 59 minutes p.m.) the Senate
adjourned, under the order previously
entered, until Monday, April 2, 1962, at
12 o’clock meridian.

CONFIRMATIONS

Executive nominations confirmed by
the Senate March 29 (legislative day of
March 28), 1962:

FARM CREDIT ADMINISTRATION

The following-named persons to the office
indicated:

Jennings B. Fuller, of Wyoming, to be
a member of the Federal Farm Credit Board,
Farm Credit Administration, for a term ex-
piring March 31, 1968. -

William T, Steele, Jr., of Virginia, to be
a member of the Federal Farm Credit Board,
Farm Credit Administration, for a term ex-
piring March 31, 1968.

ASSISTANT SECRETARY OF STATE

Robert J. Manning, of New York, to be
an Assistant Secretary of State.

U.S. ARMS CONTROL AND DISARMAMENT AGENCY

Dr. Franklin A. Long, of New York, to be
an Assistant Director of the U.S. Arms Con-
trol and Disarmament Agency.

AGENCY FOR INTERNATIONAL DEVELOPMENT

Walter L. Lingle, Jr.,, of Ohio, to be a
Deputy Administrator of the Agency for
International Development.

John L. Salter, of Washington, to be As-
sistant Administrator for Congressional
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Liaison, Agency for International Develop-
ment.

Herbert J. Waters, of Virginia, to be As-
sistant Administrator for Material Resources,
Agency for International Development.

DIPLOMATIC AND FOREIGN SERVICE

The following-named Foreign Service offl-
cers for promotion from class 2 to class in-
dicated:

To be class 1

Ward P. Allen, of Virginia.

Herbert P. Fales, of California.

Spencer M. King, of Maine.

Walter W. Orebaugh, of Oregon.

Henry C. Ramsey, of California.

Paul B. Taylor, of the District of Columbia.

To be class 1 and to be also a consul gen-
eral of the United States of America

H. Gardner Ainsworth, of Louisiana.

William O. Baxter, of the District of Co-
lumbia.

James D. Bell, of New Hampshire.

Findley Burns, Jr., of Minnesota.

Frank P. Butler, of New Jersey.

John A. Calhoun, of California.

Robert G. Cleveland, of New York.

Stephen P. Dorsey, of the District of Co-
lumbia.

Arthur B. Emmons 3d, of Massachusetts.

G. McMurtrie Godley, of New York.

Joseph N, Greene, Jr.,, of the District of
Columbia.

Richard H. Hawkins, Jr., of Pennsylvania.

George Mason Ingram, of Tenunessee.

Harold G. Kissick, of Missourl.

John Gordon Mein, of Eentucky.

Sydney L. W. Mellen, of Pennsylvania.

Francis E. Meloy, Jr., of Maryland.

David G. Nes, of Maryland.

Leon B. Poullada, of California.

Richard H. Sanger, of Maryland.

William J. Sheppard, of Kansas,

Ben S. Stephansky, of Illinois.

Leonard Unger, of Maryland,

Harvey R. Wellman, of New York,

Francis T. Willlamson, of Virginia.

The following-named Foreign Service of-
ficers for promotion from class 3 to class
indicated:

To be class 2

George O. Barraclough, of California.
William D. Brewer, of Connecticut.
William T. Briggs, of Virginia.

James J. Byrnes, Jr., of Pennsylvania.
Philip H, Chadbourn, Jr., of California.
Edward W. Clark, of New York.

Ralph 8. Collins, of Tennessee.

John E. Crawford, of Minnesota.
John Hugh Crimmins, of

Kennedy M. Crockett, of Texas.
Alfred P. Dennis, of Virginia.

Leon G. Dorros, of New York.
Hermann F. Eilts, of Pennsylvania.
Halvor O. Ekern, of Montana.

Julian P, Fromer, of New Jersey.
Michael R. Gannett, of Connecticut.
James F. Grady, of Massachusetts,
Joseph A. Greenwald, of Illinois.
Philip C. Habib, of California.
Richard C. Hagan, of Illinois.
William L. Hamilton, Jr., of Maryland.
L. Douglas Heck, of Maryland.

John L, Hill, of Wisconsin.

John D. Iams, of Oklahoma.

George R. Jacobs, of Illinois.

J. Roland Jacobs, of California.
Willlam E. Enight 2d, of Connecticut.
Samuel Owen Lane, of California.
Thomas B. Larson, of Maryland.
John H. Lennon, of California.

Irvin 8. Lippe, of Michigan.

Walter @. Loehr, of California.

David E. Mark, of New York.

Albert P. Maylo, of Michigan.

John A. McKesson 3d, of Florlda.
Joseph A. Mendenhall, of Virginia.
Joseph J, Montllor, of Alabama.
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Walter J. Mueller, of Connecticut.

Thomas E. Nelson, of Washington.

Horace J. Nickels, of Maryland.

Nils Willlam Olsson, of Illinois.

Glvon Parsons, of Texas.

Charles F. Pick, Jr., of Florida.

Mrs. Margaret H. Potter, of the District of
Columbia.

C, Hoyt Price, of Arkansas.

Joe Adams Robinson, of Oklahoma.

John Frick Root, of Pennsylvania.

Henry J. Sabatini, of the District of
Columbia.

Joseph A. Silberstein, of Maryland.

Eldon B. Smith, of Kansas.

Rufus Z. Smith, of Illinois.

William J. Stibravy, of New Jersey.

James S. Sutterlin, of Maryland.

Emory C. Swank, of Maryland.

Robert Adams Thayer, of Virginia,

John L. Topping, of Virginia,

Oliver L. Troxel, Jr., of Colorado.

Albert 8. Watson, of Connecticut.

C. Thayer White, of Texas.

The following-named Foreign Service offi-
cers for promotion from class 4 to class indi-
cated:

To be class 3

Robert Anderson, of Massachusetts,
Howard J. Ashford, Jr., of Colorado.
Alfred L. Atherton, Jr., of Massachusetts.
John Campbell Ausland, of Pennsylvania.
John George Bacon, of Washington,
Robert J. Barnard, of Wisconsin.

John L. Barrett, of Texas.

Carl E. Bartch, of Ohio.

Williams Beal, of Massachusetts.

Robert M, Beaudry, of Maine.

Slator C. Blackiston, Jr., of North Carolina.
William G. Bowdler, of Virginia.
Thompson R. Buchanan, of Maryland,
William A. Buell, Jr., of Rhode Island.
Paul C. Campbell, of Pennsylvania,
William A, Chapin, of Illinois.

Mrs. Anne W. Claudius, of New Mexico.
Richard H. Courtenaye, of California.
John B. Crume, of Eentucky.

Phillip B. Dahl, of Illinois.

Arthur R. Day, of New Jersey.

John B, Dexter, of Maryland.

John R. Diggins, Jr., of Maine.

Paul F. DuVivier, of New York.

Miss Margaret A. Fagan, of Iowa.
Benjamin A. Fleck, of Pennsylvania,

Magdalen G. H. Flexner, of the District of
Columbia.

Robert C. Foulon, of Illinois.

A. Eugene Frank, of New Jersey.

Miss Betty C. Gough, of Maryland.

Pierre R. Graham, of Illinois.

Lawrence E. Gruza, of Connecticut.

James C. Haahr, of Minnesota.

Willilam C. Hamilton, of Connecticut,

Robert "Whitcomb Heavey, of California.

Martin Y. Hirabayashi, of Washington.

Rogers B. Horgan, of Virginia.

Robert B. Houghton, of Michigan.

Thomas D. Huff, of Indiana.

Elmer C. Hulen, of Eentucky.

Johannes V. Imhof, of California,

Edward C. Ingraham, Jr., of New York,

Charles K. Johnson, of California.

Richard E. Johnson, of Illinoils.

Curtis F. Jones, of Maine.

William Eane, of Virginia.

Miss Sofia P. Kearney, of the Common-
wealth of Puerto Rico.

Joseph T. Eendrick, Jr., of Oklahoma.

Bayard King, of Rhode Island.

Gordon D. King, of the District of
Columbia. !

Walter E. Eneeland, of Texas,

Lowell Bruce Laingen, of Minnesota.

Donald E. Larimore, of Illinois,

Earl H. Lubensky, of Missouri.

Michael B. Lustgarten, of New York.

Doyle V. Martin, of Oklahoma.

Edward E. Masters, of Ohlo.
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James A, May, of California.

Stephen H. McClintic, of Maryland.
Earl B. Michalka, of Michigan. -
Kermit 8, Midthun, of Michigan,

Carl J. Nelson, of Virginia,

Cleo A. Noel, Jr., of Missourl.

Donald K. Palmer, of Michigan,
Stephen E. Palmer, Jr., of New York.
Stephen Peters, of Virginia.

T. Howard Peters, of Washington.
Elmer C. Pitman, of Indiana.

Paul M. Popple, of Illinois.

Francis C. Prescott, of Maine.

Edwy L. Reeves, of Virginia.

Edwin ©. Randall, of Illinois.

John Church Renner, of Ohio.
Robert M. Sayre, of Florida.

David T. Schnelder, of New Hampshire.
Talcott W, Seelye, of Massachusetts.
Robert H. Shields, of California.
Richard E. Snyder, of New Jersey.
Karl E. Sommerlatte, of Florida.

C. Melvin Sonne, Jr., of Pennsylvania.
Monecrleff J. Spear, of New York.
Willlam Perry Stedman, Jr., of Maryland.
Lee T. Stull, of Pennsylvania.

Godfrey Harvey Summ, of Virginia.
Malcolm Thompson, of Massachusetts.
Edward J. Thrasher, of New York.
Philip H, Valdes, of New York.

Miss Eulalia L. Wall, of Texas.

Sidney Weintraub, of New York.
Charles S. Whitehouse, of Rhode Island.
Edward H. Widdifield, of California.

J. E. Wiedenmayer, of New Jersey.
Wendell W. Woodbury, of Iowa.
Charles G. Wootton, of Connecticut.
Elmer E. Yelton, of Texas.,

The following-named Foreign Service of-
ficers for promotion from class 5 to class
indicated.:

To be class 4

Miss Jane S, Abell, of New Hampshire.

Richard H. Adams, of Texas.

James E, Akins, of Ohio.

Robert J. Allen, Jr., of the District of
Columbia.

Miss Marion E. Anderson, of Connecticut.

J. Anthony Armenta, of California,

James H. Ashida, of Washington.

Robert A. Aylward, of Massachusetts.,

Henry Bardach, of Texas.

Richard W. Barham, of Texas.

Raymond Bastianello, of Texas.

Raymond J. Becker, of Callfornia.

John J. Bentley, of California.

Philip B. Bergfield, of Callifornia,

Roland K. Beyer, of Wisconsin.

Joel W. Biller, of Florida.

Robert R. Bliss, of Michigan.

Charles W. Brown, of California.

Max R. Caldwell, of Texas,

Alan L. Campbell, Jr., of North Carolina.

Robert V. Carey, of Colorado.

Robert J. Carle, of California.

Roy 0. Carlson, of Illinois,

Frank C. Carlucci, of Pennsylvania.

Joseph A. Cicala, of Connecticut.

Walter F. X. Collopy, of Connecticut.

Thomas F. Conlon, of Illinois.

J. Btewart Cottman, Jr., of Maryland.

Robert G. Cox, of New Mexico.

Everett L. Damror, of Ohio.

Allen C. Davls, of Tennessee.

John G. Dean, of New York.

Thomas A. DeHart, of California.

Willard A. De Pree, of Michigan.

A. Hugh Douglas, Jr., of Rhode Island.

J. Fred Doyle, Jr., of Colorado.

Michael E. Ely, of the District of Columbia.

Alfred J. Erdos, of Arizona.

Stockwell Everts, of New York,

Thomas A. Fain, of Oklahoma.

Michael A. Falzone, of New York.

Glen H. Fisher, of Indiana.

Eric W. Fleisher, of Maryland.

Arva C. Floyd, Jr,, of Georgla.

Francis L. Foley, of Colorado.

Jack Friedman, of the
Columbia,
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Alexander 8. C. Fuller, of Connecticut.
Ramon M. Gibson, of Missouri.
Wayne R. Gilchrist, of Texas.
Howard C. Goldsmith, of Ohio.
John W. Gordhamer, of California.
Ernest B. Gutierrez, of New Mexico.
Frank J. Haughey, of OCalifornia.
Theron 8. Henderson, of Massachusetts.
J. Willlam Henry, of Arizona.
Henry L. Heymann, of Pennsylvania.
Benjamin C. Hilliard 3d, of West Virginia.
Wilbur W. Hitchcock, of New Jersey.
Herbert M. Hutchinson, of New Jersey.
Richard C. Johnson, of Massachusetts.
Wesley E. Jorgensen, of Washington.
Lewis D. Junior, of Missouri.
John M. Kane, of Illinois.
C. Dirck Keyser, of New Jersey.
Lucien L. Kinsolving, of New York.
Leslie A. Klieforth, of California.
Archie 8. Lang, of Illinois.
Paul Baxter Lanius, Jr., of Colorado.
Myron Brockway Lawrence, of Oregon.
Edwin D. Ledbetter, of California.
Owen B. Lee, of Massachusetts.
Edward V. Lindberg, of Virginia.
Ralph E. Lindstrom, of Minnesota.
Richard G. Long, of Illinois.
Stephen Low, of Ohio.
Julian F. MacDonald, Jr., of Ohio.
Robert J. MacQuald, of Pennsylvania.
Eenneth W. Martindale, of Florida.
William G. Marvin, Jr., of California.
Miss Virginia E. Massey, of Ohlo.
C. Thomas Mayfield, of Wisconsin.
David H. McCabe, of Virginia.
Franklin O. McCord, of Iowa.
Miss Elizabeth McCrory, of California.
John M. McIntyre, of Illinols.
Frazier Meade, of Virginia.
Miss Gertrude M. Meyers, of Minnesota.
John L. Mills, of Georgia.
Miss Marion K. Mitchell, of New York,
Edwin H. Moot, Jr., of Illinois.
Benjamin R. Moser, of Virginia.
Leo J. Moser, of California.
Ernest A. Nagy, of California.
Philip C. Narten, of Ohio.
Richard D. Nethercut, of Florlda.
Marshall Hays Noble, of New York.
Richard W. Ogle, of Indiana.
Joseph E. O'Mahony, of New York.
David B. Ortman, of Maryland.
J. Theodore Papendorp, of New Jersey.
Chris C. Pappas, Jr., of New Hampshire.
James B. Parker, of Texas.
Raymond L. Perkins, Jr., of Colorado.
George R. Phelan, Jr., of Missouri.
Frederick P. Pleard III, of Nebraska.
Charles H. Pletcher, of Minnesota.
Sol Polansky, of California.
Richard St. F. Post, of Connecticut.

A. Quinn, of California.
Peter J. Raineri, of New York.
George E. Ranslow, of California.
G. Edward Reynolds, of New York.
W. Courtlandt Rhodes, of California.
Owen W. Roberts, of New Jersey.
Robert E. Rosselot, of Virginia.
Samuel O, Ruff, of North Carolina.
Anthony E. Sega, of New York.
Harry W. Shlaudeman, of California.
‘Warren E. Slater, of New York.
Michel F. Smith, of New Hampshire.
Benjamin L. Sowell, of Maryland.
Paul K. Stahnke, of Illinols.
Edward H. Thomas, of New Jersey.
Donald R. Toussaint, of California,
Maurice E. Trout, of Michigan.
Nicholas A. Veliotes, of California,
Abraham Vigll, of Colorado.
Jack L. Vrooman, of California.
John P, Wentworth, of Washington.
Merrill A, White, of Texas,
Charles L. Widney, Jr., of Georgia.
Frontls B. Wiggins, Jr., of Georgia.
Arthur H. Woodruff, of the Distriet of

Columbia.

Robert C. Wysong, of Indiana.
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Charles T. York, of New York.
Dan A. Zachary, of Illinois.

The following-named Forelgn Service of-
ficer for promotion from class 6 to class
indicated:

Tobeclass 5

Charles R. Stout, of California,

The following-named Fore
ficers for promotion from class 6 to class
indicated:

To be class § and to be also a consul of the
United States of America

Anthony C. Albreecht, of Pennsylvania.

J. Bruce Amstutz, of Massachusetts,

Oler A. Bartley, Jr., of Delaware.

Miss Helene A. Batjer, of Nevada.

Mrs. Erna V. Beckett, of California.

Miss Eleanor Bello, of New York.

David A. Betts, of New York.

Eugene H. Bird, of Oregon.

John P. Blane, of Alabama,

‘Wesley D. Boles, of Callfornia.

H. Eugene Bovis, of Florida,

Arthur E. Breisky, of California.

Everett E. Briggs, of Maine.

Carleton C. Brower, of California,

Bazil W. Brown, Jr., of Pennsylvania.

Thomas R. Buchanan, of Illinols,

‘Walter 8. Burke, of California.

Michael Calingaert, of the District of Co-
lumbia.

Charles R. Carlisle, of Florlda.

Eugene E. Champagne, Jr., of New York.

Gordon Chase, of Massachusetts,

Don T. Christensen, of California.

Richard D. Christiansen, of Michigan.

Edward M. Cohen, of New York.

Michael M. Conlin, of California.

Edwin G. Croswell, of Ohio.

James C. Curran, of Massachusetts.

Daniel H. Danields, of Texas.

John G. Day, of New York.

Robert 8. Dillon, of Virginia.

Theodore B, Dobbs, of Virginia.

Robert W. Drexler, of Wisconsin.

Miss Sharon E. Erdkamp, of Nebraska.

Fred Exton, Jr., of California.

Charles E. Exnm II1, of North Carolina.

Thaddeus J, Figura, of Illinois.

Robert L. Flanegin, of Illinols.

Robert L. Funseth, of New York.

Miss Eathryn M. Geoghegan, of Colorado.

Maynard W. Glitman, of Tllinois.

Miss Fannie Goldstein, of New York,

Benjamin C. Goode, of Ohlo.

Robert Barl Gordon, of Oregon.

Walter V. Hall, of Virginia.

Mrs. Winifred T. Hall, of New Jersey.

Miss Jessie L. Harnit, of Washington.

Miss Elizabeth J. Harper, of Missouri.

Miss Theresa A. Healy, of New York.

Roger P. Hipskind, of Illinois.

Thomas J. Hirschfeld, of New York.

‘Wallace F. Holbrook, of usetts.

Robert M. Immerman, of New York.

George W, Jaeger, of Missourl,

James T. Johnson, of Montana.

Donald A. Johnston, of New York.

Adolph W. Jones, of Tennessee.

Ellis O. Jones III, of Connecticut.

George F. Jones, of Texas,

Edward E, Eeller, Jr,, of California.

Charles 5. Eennedy, Jr., of California.

Thomas F, Eilloran, of Massachusetts,

James A. Elemstine, of Pennsylvania.

Robert M. Kline, of Connecticut.

Tadao Kobayashl, of Hawali.

George B. Lambrakls, of New York.

Peter W. Lande, of New Jersey.

Joseph P, Leahy, of New York,

Herbert Levin, of New York,

Gerald Floyd Linderman, of Ohlo,

Robert Gerald Livingston, of Connecticut.

John Lloyd 3d, of New Jersey.

Alan Logan, of California.

Peter P. Lord, of Massachusetts,

J. Daniel Loubert, of Maine,

James Gordon Lowenstein, of Connecticut.
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Walter H. Lubkeman, of New York.

David A. Macuk, of New Jersey.

Miss Mary Manchester, of Texas.

Charles E, Marthinsen, of Pennsylvania.

Robert W. Maule, of Washington.

Paul B, McCarty, of California.

Mrs. Kathryn Z. McCoy, of Indiana.

Elwood J, McGuire, of Connecticut.

Miss Mary Wills McKenzie, of Virginia.

Miss Charlotte M, McLaughlin, of Wash-
ington.

William F. McRory, of Georgla.

Mrs. Marian D. Miller, of New Jersey.

Robert Marden Miller, of California.

Jay P. Moffat, of New Hampshire.

James B. Moran, of Washington.

Richard H. Morefield, of California.

Byron B. Morton, Jr., of New Jersey.

Willlam G. Murphy, of Massachusetts.

Beauveau B. Nalle, of Virginia.

Jay R. Nusshaum, of New York.

John L. Offner, of Pennsylvania.

Charles R. O'Hara, of Maryland.

James A. Parker, of Maryland.

John Marshall Pifer, of Virginia.

Miss Isabelle Pinard, of California.

Mark 8. Pratt, of Rhode Island.

A. Provencher, of Colorado.
Charles N. Rassias, of M: 1 tts
Miss Elizabeth J. Rex, of Pennsylvania.
Edward B. Rosenthal, of New York.
James D. Rosenthal, of California.
Charles E. Rushing, of Illinois.

John D, Scanlan, of Hawali.

Peter Semler, of Virginia.

Spiros A. Siafacas, of Florida.

David E. Simcox, of Kentucky.

Thomas W. M. Smith, of Massachusetts.

Miss Nancy L. Snider, of California.

Richard L. Springer, of Ohio.

Miss Margaret A. Stanturf, of Missourl.

Mrs. Helen S. Steele, of California,

Franklyn E. Stevens, of California.

Roger W. Bullivan, of Massachusetts.

George H. Thigpen, of California.

Francis Hugh Thomas, of Pennsylvania.

Miss Tomena Jo Thoreson, of North Da-
kota.

Miss Thelma R. Thurtell, of California.

Frank M. Tucker, Jr., of Pennsylvania.

D. Dean Tyler, of California.

Julius W. Walker, Jr., of Texas.

Willilam Watts, of New York.

Norman M. Werner, of Texas,

Mrs. Marguerite G. Whitehead, of Wash-

ington.
Joseph Charles Wilson, of Ohio.
Raymond 8. Yaukey, of Maryland.
Albert L. Zucca, of New York.

The following-named Forelgn Service offi-
cers for promotion from class 7 to class indi-
cated:

To be class 6

Madison M. Adams, Jr., of Alabama.
Daniel W. Alexander, of Washington.
George Aneiro, of Ohio.

Julio Javier Arias, of Arizona,
Terrell E, Arnold, of California,
Thomas H. Baldridge, of Iowa.

David P. Banowetz, of Louisiana.
Thomas J. Barnes, of Minnesota.
John M. Barta, of California.
Norman E. Barth, of Illinois.

Eugene J. Bashe, of California.
Frank C. Bennett, Jr., of California.
Harry E. Bergold, Jr., of New York.
Richard C. Blalock, of Oklahoma.
Carroll Brown, of Alabama.

David W. Burgoon, Jr., of Illinois.
Alanson G. Burt, of California.
Harry A. Cahlill, of Virginia.

Robert 8. Cameron, of California,
William Clark, Jr., of California.
John R. Clingerman, of Michigan.
Ernst Conrath, of Wisconsin.
Richard T. Conroy, of Tennessee.
Goodwin Cooke, of New York.
Emmett M. Coxson, of Illinois.
Robert P. DeVecchi, of Pennsylvania.
Lloyd L. DeWitt, of California.

Miss Rose M. Dickson, of New York.
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Robert B. Dollison, of Florida.

Robert W. Duemling, of California.

Charles E. Duffy, of Iowa.

William L. Dutton, Jr., of Iowa.

William J. Dyess, of Alabama.

Miss Regina Marie Eltz, of Alabama.

Thomas O. Enders, of Connecticut.

Miss Mary L. Eysenbach, of Connecticut.

Miss Margot J. Fellinger, of New Jersey.

Charles E. Finan, of Washington.

Howard V. Funk, Jr., of New York.

George A. Furness, Jr., of Massachusetts.

Herbert Donald Gelber, of New York.

James L. Gorman, of Oregon,

John M. Gregory, Jr., of Virginia.

Philip J. Griffin, of the District of Colum-
bia.

John C. Griffith, of Connecticut.

John O. Grimes, of the District of Colum-~
bia.

Brandon H. Grove, Jr., of New Jersey.

EKent H. Hall, of California.

Kenneth O. Harris, of West Virginia.

Douglas G. Hartley, of the District of Co-
lumbia.

Ashley C. Hewitt, Jr., of California,

Thomas J. Hill, Jr., of Massachusetts.

Michael P, E, Hoyt, of Illinois,

Edward Hurwitz, of New York,

Robert E. Jelley, of California.

Alton L. Jenkens, of Massachusetts.

Mrs. Lucy N. Johansen, of Oregon.

Peter E. Juge, of Louisiana.

Frederick T. Kelley, of Massachusetts.

Edson W. Eempe, of California.

James E. Kerr, Jr., of the Distriet of Co-
lumbia.

John W. Kimball, of California.

Robert Kurlander, of New York.

Frederick H. Lawton, of New Jersey.

Alan F. Lee, of Illinois.

Melvin H. Levine, of Massachusetts.

Wingate Lloyd, of Pennsylvania.

Roger 8. Lowen, of New York.

Edward J. Maguire, Jr.,, of California.

Edward J. Malonis, of Massachusetts.

Miss Barbara J. Marvin, of California.

Wade H. B. Matthews, of North Carolina.

Henry Ellis Mattox, of Mississippi.

James A. Mattson, of Minnesota.

W. Douglas McLain, Jr., of Illinois.

Francls Terry McNamara, of New York.

Noble M. Melencamp, of Kansas.

Alan G. Mencher, of California.

Herbert T. Mitchell, Jr., of North Carolina.

John C. Monjo, of Connecticut.

Richard B. Moon, of Missouri.

John T. Morgan, of Illinois.

Gottfried W. Moser, of New York.

Richard F. Nyrop, of Minnesota.

Robert B. Oakley, of Louisiana.

Oscar J. Olson, Jr., of Texas.

Ronald D, Palmer, of Michigan.

Thomas J. Pape, of Texas.

Lawrence Pezzullo, of New York.

Homer R. Phelps, Jr., of New York,

Dale M. Provenmire, of Ohilo.

Frederick D. Purdy, of Pennsylvania.

Walter G. Ramsay, of Virginia.

William E. Rau, of Missouri.

George B. Roberts, Jr., of Pennsylvania.

John T. Rogerson, Jr., of Florida.

Bernard J. Rotklein, of Minnesota,

Valentine E. Scalise, of New York.

Roger C. Schrader, of Missouri.

Glenn E. Schweitzer, of California.

Leslie Andrew Scott, of New York.

Richard C. Searing, of New Jersey.

Arthur P. Shankle, Jr., of Texas.

Robert Lee Shuler, of Virginia.

John P. Shumate, Jr., of California.

William L. Simmons, of Mississippi.

Eenneth N. Skoug, Jr., of Minnesota.

Clint E. Smith, of New Mexico.

Joseph L. Smith, of Indiana,

Walter Burges Smith II, of Rhode Island.

‘Wayne 8. Smith, of California.

C. Richard Spurgin, of Illinois.

Linwood R. Starbird, of Maine.

Andrew L. Steigman, of New York.

Daniel P. Sullivan, of Virginia.
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John J. Sullivan, of Massachusetts.
Francis J. Tatu, of California.
John J. Taylor, of Tennessee,
James M, Thomson, of Minnesota.
Donald C. Tice, of Kansas,

Blaine C. Tueller, of Utah.

Louis Villalovos, of California.
Donald B. Wallace, of Indiana.
Leonard A. Warren, of Nevada.
Ronald A. Webb, of California.
Alfred J. White, of the District of Colum-

bia,

Albert W. Whiting, of Kansas.

Marshall W, Wiley, of Illinois.

James P, Willis, Jr., of California.
Herbert Gilman Wing, of Pennsylvania.
Brooks Wrampelmeier, of Ohio,

Edward E. Wright, of Louisiana.

The following-named Foreign Services of-

ficers for promotion from class 8 to class
indicated:

To be class 7

Morton I. Abramowite, of Massachusetts.
David Anderson, of New York,

Gustav N. Anderson, of New York.
Robert E. Armstrong, of Illinois,
Rodney E. Armstrong, of California.
James E, Baker, of Maryland.

Carl A. Bastiani, of Pennsylvania.
Richard D. Belt, of Ohio.

Calvin C. Berlin, of Ohio.

Donald P, Black, of California.

Thomas D. Boyatt, of Ohlo.

Thomas Stanley Brooks, of Wyoming.
Charles F. Brown, of Nevada.

Robert L. Bruce, of California.

John Allen Bucke, of Indiana,

Garrett C. Burke, of Yowa.

John A. Bushnell, of Connecticut.
Homer M. Byington IIT, of Connecticut.
Thomas J. Carolan, Jr., of Maryland.
David W, Carr, of Massachusetts.
George F. Carr, Jr., of Texas.

Allen E. Caswell, of New York.

George W. F. Clift, of California.
Temple G. Cole, of Kentucky.

Francis B. Corry, of Wisconsin.

John P, Crawford, of Ohlo.

Robert B. Duncan, of New Jersey.
Thomas P. H. Dunlop, of North Carolina.
Ollie B, Ellison, of Illinois.

Ralph Estling, of California.

John A, Ferch, of Ohio.

Harvey Fergusson, of New Jersey.
Richard Flanagan, of Massachusetts.,
Carroll L. Floyd, of California.

Alec L. France, of Ohio.

Jay P. Freres, of Illinois.

Norman H. Frisbie, of Massachusetts.
Robert E. Fritts, of Illinofs.

Peter F. Frost, of Connecticut.

Robert H, Frowick, of Connecticut.

J. David Gelsanliter, of Ohio.

Alan A. Gise, of Indiana,

Philip H. Gray, Jr., of Vermont.

Robert T, Grey, Jr., of Connecticut.
George G. B. Griffin, of South Carolina.
Kurt F. Gross, of Wisconsin,

John B. Gwynn, of the District of Colum-

bia.

Joseph M. Hardman, of Oregon,

Douglas James Harwood, of Connecticut.
Walter A. Hayden, of New York.

Keith M. Heim, of Nebraska.

Peter T. Higgins, of California.

David C. Holton, of Virginia.

Hume A. Horan, of the District of Colum-

bia.

Serge P. Horefl, of California.

Richard H. Howarth, of Pennsylvania.
Richard C. Howland, of New York.

Marvin W, Humphreys, of the District of

Columbia.

Dee Valentine Jacobs, of Utah,
Louis E. Kahn, of California,
Robert E. Kaufman, of the District of

Columbia.

Geryld B. Krogfus, of Minnesota.
Kenneth A. Kurze, of Rhode Island.
Paul L. Laase, of Nebraska.

John J. LaMazza, of New York.
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Willam E. Landfair, of Ohijo.
Norman D. Leach, of California.
Stephen J. Ledogar, of New York.
Mark C. Lissfelt, of Virginia.

Jon 8. Lod , of Ten

Arturo 8. Macias, of Wisconsin.
Harry Macy, Jr., of Florida.

Richard R. Martin, of the District of

Columbia.
James K. Matter, Jr., of Michigan.
John D. McAlpine, of Illinois.
David W.-McClintock, of California.
Howard M. McElroy, of New York.
George A. McFarland, Jr., of Texas.
Willlam G. Miller, of Rhode Island.
Miss Priscilla E. Mtitchell, of Indiana.
Robert J. Morris, of Iowa.
André J. Navez, of Massachusetts.
Richard A. Neale, of Michigan.
Edward V. Nef, of the District of
Columbia.
Joseph K. Newman, of New Jersey.
Albert W, Noonan, Jr., of Illinois,
William Ophuls, of Florida.
Gerald G. Oplinger, of Pennsylvania.
James Ozzello, of Washington,
Robert P. Paganelll, of New York.
Miss Alison Palmer, of New York.
Jack R. Perry, of Georgia.
Robert F. Pfeiffer, of New York.
Thomas R. Pickering, of Pennsylvania.
William Polik, of New York.
Peter Andrews Poole, of New York.
Henry E. Powell, Jr., of Georgla.
Russell O. Prickett, of Minnesota.
Anthony C. E. Quainton, of Washington.
Kenneth N. Rogers, of New York.
David Rowe, of Maryland.
George L. Rueckert, of Wisconsin.
Thomas J. Scanlon, of California.
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Charles W.Schaller, of Wisconsin,

‘Willlam C. Sergeant, of Florida.

Carl G. Shepherd, of New York.

Pierre Shostal, of New York.

Robert Siegel, of New York.

Michael B. Smith, of Massachusetts.

Richard W. Smith, of New York.

Roger A, Sorenson, of Utah.

Frederic N. Spotts, of Massachusetts.

John W. Stahlman, of Ohio.

Paul E. Storing, of New York.

Donald P. Swisher, of California.

T. Elkin Taylor, of Georgla.

Richard W. Teare, of Ohio.

Nathaniel B. Thayer, of Massachusetts.

Alan R, Thompson, of the District of
Columbia.

Richard 8. Thompson, of Washington.

George R. Tolles, of Ohio.

Thomas M. Tonkin, of Illinois.

Joseph W, Twinam, of Tennessee.

Matthew H. Van Order, of Minnesota.

Thomas H, Walsh, of Texas.

John A, Warnock, of California.

E. Allan Wendt, of Illinois.

Olin 8. Whittemore, of Michigan.

A.Norman Willlams, of Michigan.

Roderick M. Wright, of California.

Michael G. Wygant, of Massachusetts.

Joseph R. Yodzis, of Pennsylvania.

The following-named persons, now For-
elgn Service officers of class 2 and secretaries
in the diplomatic service, to the office indi-
cated:

To be also a consul general of the United
States of America
D. Eugene Delgado-Arias, of Florida.
Henry Clinton Reed, of Ohio.
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The following-named person, now a For-
eign Bervice officer of class 3 and a secretary
in the diplomatic service, to the office indi-
cated:

George D. Whittinghill, of New York.

Joseph A. Todd, of Alabama, for reappoint-
ment in the Foreign Service as a Foreign
Service officer of class 3, a consul, and a sec-
retary in the diplomatic service of the United
States of America, in accordance with the
provisions of section 520(a) of the Foreign
Service Act of 1946, as amended.

Miss Geraldine B. Stibbe, of Ohlo, for ap-
pointment as a Foreign Service officer of class
3, a consul, and a secretary in the diplomatic
service of the United States of America.

The following-named persons for appoint-
ment as indicated:

Valentin E. Blacque, of Minnesota, to be
Foreign Service officer of class 4, a consul,
and a secretary in the diplomatic service of
the United States of America.

Miss Margaret Wiesender, of Wisconsin, to
be Foreign Service officer of class 4, a consul,
and a secretary in the diplomatic service of
the United States of Amerlca.

Morris H. Lax, of Maryland, a Foreign
Service Reserve officer, to be a consul of the
United States of America.

The following-named Forelgn Service Re-
serve officers to the office indicated:

To be secretaries in the diplomatic service
of the United States of America

John B. Brady, of California.

Frederick P. Jessup, of Connecticut,

Joseph W. Smith, of Maryland.

EXTENSIONS OF REMARKS

Self-Government for District of
Columbia

EXTENSION OF REMARKS

HON. ALVIN E. O’KONSKI

OF WISCONSIN
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 29, 1962

Mr. O'KONSKI. Mr. Speaker, the
Senate District Committee has indicated
it will soon hold hearings on President
Kennedy’s home rule bill (S. 2342) which
provides for a locally elected mayor and
seven-man city council for the District
of Columbia. Senator Morse has a bill
pending, S. 287, and there are bills pend-
ing in the House by Congressman
ScaweENGEL (H.R. 7198), Congressman
AvucHINcLoss (H.R. 5465), Congressman
Yates (H.R. 49), Congressman MULTER
(H.R. 830), and Congressman ASHLEY
(H.R. 3151). In the 86th Congress the
House considered four different bills and
the Senate passed S. 1681, which did not
pass in the House. Year after year the
time of Congress and the time of the Sen-
ate District Committee and the House
Distriect Committee is consumed with
lengthy testimony by interested wit-
nesses in long hearings on various home
rule bills, Not only is a great deal of
time consumed in these hearings, but
it imposes an unreasonably large ex-
pense on Congress to devote so much
ieffort to this one subject year after

year. Local self-government for the Dis-
trict of Columbia was tried for over 70
years, and ultimately abandoned because
of its continual failure. In 1802 Wash-
ington had a mayor appointed by the
President and a city council elected by
the people. In 1812 the city council was
permitted to elect a mayor. From 1820
until 1871 the mayor was elected by the
people every 2 years. Inarecent book by
James H. Whyte, entitled “The Uncivil
War,” which is very favorably written
from the standpoint of the District of
Columbia, there is an account of the last
mayor’s election in Washington in 1869,
which ultimately resulted in Congress
doing away with the mayor system of
government. The writer says “the Wash-
ington municipal election of 1869 was
also a bloody one.” A riot developed,
stones were thrown by a mob, and the
police were obliged to fire into the crowd
to disperse it, killing one person and
wounding a score of others.

The incumbent mayor claimed that
the election was fraudulent, and refused
to turn over the office to his elected
successor. Finally, the new mayor had
to break in the door. Under the last
mayor the city of Washington fell into
a financial erisis, and even the furnifure
in the mayor's office was seized after a
court judgment had been granted to a
local firm on a bill for furnishing goods
to the District government. The Senate
District Committee investigated the city
government, and found it was overdrawn
at the bank and had $100,000 in dis-
honored checks. The salaries of teach-

ers, police, laborers, and employees of
the fire and other departments were in
arrears and there was no money to pay
them, In 1871 Congress abolished all
the existing forms of the mayor-type of
government, and consolidated the entire
District of Columbia into a territorial
form of government, consisting of a Gov-
ernor appointed by the President, and a
legislative assembly, consisting of a coun-
cil of 11 members appointed by the Presi-
dent, and a House of Delegates of 22
members elected by the local citizens.
This type of government was unable to
solve the tremendous financial problems
of the Distriet, and was finally abolished
by Congress in 1874 when the District
once more was tottering on the brink of
the financial abyss.

Things have changed a great deal since
1874. However, the fact remains that
the District of Columbia is an unique
place, founded solely for the purpose of
being the permanent home of the Na-
tional Government. The residents here
now have a right to vote for President
and Vice President under the 23d amend-
ment to the Federal Constitution. Like
other Americans, they should be able
to elect the officials who make the laws
that regulate their lives in some form
of local self-government. But the na-
tional interest does mot permit us in
Congress to return to the mayor-type
of government which was such a failure
in the 1870’s. Therefore, it does not seem
in the national interest to devote time
in each session of Congress to long hear-
ings on the merits of proposed mayor and
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city council forms of government similar
to those discredited by the historie rec-
ords. The local residents in the District
of Columbia have a great concern with
local self-government. The rest of the
people of the United States have a con-
cern with the District of Columbia as the
seat of the National Government. I am
introducing a bill today to authorize a
joint select committee of the Senate
and the House of Representatives to in-
quire into a proper form of local self-
government for the Distriet of Colum-
bia. Such a committee, rather than
concerning itself with the specific provi-
sions of a specific bill, will invite wit-
nesses and political scientists from all
over the United States to address them-
selves to the proposition of whether or
not the national interest can be ade-
quately protected under any form of lo-
cal self-government, while at the same
time allowing District of Columbia resi-
dents to exercise the basic right of elect-
ing the people who make the laws. Both
the Republican and Democratic national
platforms call for self-government for
the District of Columbia, as well as na-
tional representation. I am hopeful that
the best minds in the field of government
addressed to this specific problem can
suggest to us in Congress some way fo
protect the national interest and at the
same time accommodate the natural de-
sires of the local residents of the District.
A joint select committee of the kind I
am asking Congress to establish will be
able to inquire into this entire problem
objectively and free from the pressures
which naturally arise in connection with
a specific bill. When that committee
makes its report to Congress, we will have
some guidelines to help us in our delib-
erations on whether or not local self-
government is feasible for the District
of Columbia, and, if so, what form it
should take.

The National Lottery of France

EXTENSION OF REMARKS

HON. PAUL A. FINO

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 29, 1962

Mr. FINO. Mr. Speaker, the national
lottery of France should be of particular
interest to the Members of this House.
Critics of the idea of a national lottery
often try to say that such a plan would
not produce tremendous profits. It has
been claimed that only a small percent-
age of the gross receipts would find their
way into the Treasury. The French lot-
tery, however, disproves this belief.

In France, almost one-third of the
gross receipts of their national lottery
are retained as profit by the Govern-
ment. In 1961, gross receipts amounted
to $140 million. This was over $6 million
more than a year before. The profit to
the Government was $45 million; here,
again, almost $3 million more than the
previous year. Quite a tidy sum the
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French Government applied to their
general budget.

Mr. Speaker, here in the United Stafes
billions of dollars are gambled annually,
and most of it illegally. Only through
a national lottery can we legally tap this
tremendous source of revenue. Our own
national lottery can easily pump into our
Federal Treasury over $10 billion a year
in additional revenue which can be used
to relieve the heavy tax burden of our
taxpayers and also help reduce our big
national debt.

Greek Independence Day

EXTENSION OF REMARKS

HON. ROMAN C. PUCINSKI

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 29, 1962

Mr. PUCINSKI. Mr. Speaker, last
Sunday marked the 141st anniversary of
Greek Independence Day.

Many peoples associate their origin
with certain heroes who have saved them
from extinction, or who have performed
some epic deed which has been of vital
importance to the preservation of the
nation. The history and mythology of
the ancient Greeks are full of such
heroes—some of them real, some only
imaginary and fanciful, products of
gifted imaginative writers. But these
ancient figures, representing the spirit
of freedom and other noble ideals, were
among the first symbols of the Western
idea of freedom. From Greek history the
idea had entered the broad stream of
Western civilization. Thus our debt to
the Greeks is immense, and that is one
of the numerous reasons why the cele-
bration of Greek Independence Day is
of momentous significance today.

After enjoying the best of the ancient
world, and after giving birth to the
noblest of human ideals, that of freedom,
the glory of Greece passed into history,
and in the 15th century the Greek people
came under the sway of the Oftoman
Turks. Then for about 400 years they
were subjected to the sultan’s alien and
unwanted rule. During those years it
was not possible for the Greeks, without
effective outside aid, to free themselves.
But early in the 19th cenftury they had
their chance, seized upon it, proclaimed
their independence on March 25, 1821,
waged a long and uphill fight against
their oppressors, and finally regained
their national independence. Since then
Greece has been independent and the
Greeks free. And throughout these 141
years they have guarded their freedom
with uncommon jealousy. At times when
they were waging wars against terrific
odds, and the friends of Greece were not
in position to aid them, they went
through agonizing ordeals. They were
on the verge of loosing their freedom to
the Communists soon after the last war.
I am happy to say that then we were
able to help them to retain their freedom
and independence.
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On this 141st anniversary of their in-
dependence day we wish the people of
Greece peace and prosperity. The great
dedication that the Greeks have demon-
strated to the principles of democracy
have been an inspiration to freedom-lov-
ing people throughout the world.

The large community of Americans of
Greek descent has made a tremendous
contribution toward strengthening the
fibers of democracy here in the United
States.

It is fitting that we pay tribute to
Greek Independence Day and find in
this tribute continued inspiration for the
preservation of democracy in our own
Nation.

A Tribute to Our Nuns

EXTENSION OF REMARKS

HON. THOMAS J. LANE

OF MASSACHUSETTS
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. LANE. Mr. Speaker, the most
respected persons in every community
are those who are devoting their lives to
the service of God.

The humblest of His missionaries are
the nuns: members of the various reli-
gious orders for women who sanctify
their daily lives with prayer and imitate
the example of Christ who spent himself
in doing good for mankind.

There are many people in the secular
world, absorbed in the pursuit of success
and personal gratification, who have no
idea concerning the labor of love that
characterizes these self-sacrificing Sis-
ters.

But wherever there are people in need;
from youngsters in school, to the sick,
the aged and the despairing; there you
will find a nun who, through the heal-
ing grace of divine love, finds joy in help-
ing others.

Lord, what will You have me do? Thy will
be done on earth, as it is in heaven.

The Sister-Servants of the Holy Ghost
of Perpetual Adoration alternate prayer
and work.

The Sisters of Bon Secours do nursing
work in homes and hospitals, care for
crippled children, the aged and the
chronically ill and conduct schools for
professional and practical nursing.

The Xavier Mission Sisters help win
souls for Christ in Japan and India.

The Medical Mission Sisters care for
the sick and suffering in India, Pakistan,
Afriea, Venezuela, and Vietnam.

The Sisters of the Good Shepherd care
for confused and rejected girls with
problems, giving them warm acceptance,
love, security, and guidance.

The Sisters of Charity serve in col-
leges, schools, hospitals, child-care
homes, and missions.

The Daughters of St. Paul bring God's
word to souls everywhere through the
press, motion picture, radio and televi-
sion.

We in Massachusetts have a better
knowledge of the work done by the Sis-
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ters of Notre Dame and the other teach-
ing orders that staff the many parochial
schools in this area.

It is impossible for me to name and
thus give equal honor to all of the reli-
gious communities for women. The com-
posite day of a typical nun starts with
sanctification through prayer, adoring
Him in contemplation, and thence to her
duties as an expert teacher, who is a
sweet mother to schoolchildren, opening
their minds to His wonders, teaching
them to sing His praises, teaching His
word by print. She is a lovable daughter
to the aged, a tender nurse to the af-
flicted, seeking to help His poor and
needy.

Everyone who knows of their pure lives
and good deeds looks up to these serv-
ants of God.

There is no better way to express our
appreciation of them than by bringing to
the attention of the public the poem, “A
Nun,” written by Joseph P. Laruffa,
which appeared in the March 11, 1962,
issue of Our Sunday Visitor, the na-
tional Catholic Action weekly. It is my
privilege to insert this tribute in the
CONGRESSIONAL RECORD:

A Nun
(By Joseph P. Laruffa)
A nun is a gallant lady;
A dedicated woman;
A spouse consecrated to Christ;
A person cherished and loved by all.

To students in schools and colleges,

A nun is an expert teacher;

To the physically and mentally ill, a tender
nurse;

To the aged, a lovable daughter;

To orphans and the homeless, a sweet
mother;

To all—a nun is a devoted sister.

The nun has left her mother and father,

And her sisters and brothers,

That she may be a sister to all men and
women.

The nun has left the world and consecrated
herself to Christ,

That she may be of service to all,

And win the world for Him,

They are all dolng their very best to win
immortal souls for Jesus Christ,

And their greatest thrill and happiness is:

He very affectionately calls each nun,

“My Spouse” and “My Sister.”

Tribute to the Little-People-to-Little-
People Program

EXTENSION OF REMARKS

oF

HON. DOMINICK V. DANIELS

OF NEW JERSEY
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. DANIELS. Mr. Speaker, I would
like to take this opportunity to congrat-
ulate my good friend and colleague, Con-
gressman PETER Robpino, of New Jersey,
on his recent presentation of the very
meritorious proposal on the little-people-
to-little-people program and to express
my admiration for his enterprising 10-
year-old son, Peter. I refer to young
Peter’s efforts in initiating a program to
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encourage letterwriting among the chil-
dren of this country for the purpose of
informing the children of the world on
the true meaning of Americanism.

The overall aim of this children's eru-
sade is to promote the exchange of ideas
to acquaint the youngsters of other na-
tions about the United States and by so
doing contribute to the understanding of
the fundamental ideas of all facets of our
American way of life.

I admire the spirit of these young peo-
ple in giving such serious thought to the
problems of the times and for their
recognition of this unique opportunity
to increase the knowledge and respect of
other youngsters throughout the world
by a friendly exchange of letters and
thereby offer a contribution to the good
will and mutual understanding so essen-
tial for the eventual achievement of
world peace and security.

Various groups—rveterans, labor, civie,
and parent-teacher groups—all have
given their support to this children's
erusade.

Assuredly, this is a program that is
deserving of our encouragement and
support.

To Spend Tax Dollars for St. Lawrence
Seaway Promotion Would Add Injury
to the Nation’s Competitive Ocean
Ports and the Nation’s Railroads

EXTENSION OF REMARKS
HON. JAMES E. VAN ZANDT

OF PENNSYLVANIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. VAN ZANDT. Mr. Speaker, the
St. Lawrence Seaway has been in opera-
tion for three navigational seasons and
is preparing for a fourth. Considering
that it was one of the most controversial
and dubious proposals ever to come be-
fore the Congress, and considering espe-
cially the self-liguidating requirements
specified by Congress in the enabling law,
let us check to see whether or to what
extent the project is measuring up to
the rosy picture painted by its sponsors.

Those of us who opposed construction
of the seaway did so on grounds that the
projected volume of traffic was grossly
exaggerated while the estimated cost of
construction was unrealistically low, that
the level of tolls initially agreed upon
would not recover the cost, including de-
preciation and interest, and that the
seaway would, therefore, become a bur-
den on taxpayers contrary to the law and
the assurances of its sponsors.

We also contended that it would large-
ly benefit and be used by vessels of for-
eign registry to the detriment of Ameri-
can shipping, that it would divert large
tonnages from established eastern and
gulf ports, and that it would work fur-
ther serious hardships on other estab-
lished forms of transportation, especially
railroads, upon which the Nation must
rely the year round, both in peace and
war, for most of its transportation needs.
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I suggest, Mr. Speaker, that on the
basis of experience in the first three navi-
gational seasons, the results may be even
more serious than we envisioned.

Consider first the matter of cost.

The Corps of Engineers in June 1953
set a figure of $88 million as the
U.S. share of construction cost. On
this basis, and the need for additional
funds to provide for working capital and
interest charges during construction,
Congress appropriated a total of $105
million. Subsequently, an estimated $21
million of the U.S. cost, covering con-
struction of the Point Rockaway lock
and dam, was transferred to Canada,
leaving approximately $67 million as the
total estimated cost to the United States.

Four years later, in 1957, we were told
by the Administrator of the Seaway Cor-
poration that the original cost figures
were “not realistic,” which I may say
came as no surprise to those who opposed
it. Accordingly, we were asked to in-
crease the appropriation to $140 mil-
lion, which was done. Then we were
told by the General Accounting Office
that the fully reckoned cost of U.S. par-
ticipation was not $67 million, but $146.5
million, or more than double the Corps
of Engineers 1953 estimate. The sea-
way thus becomes another in the long,
almost unbroken, list of waterway im-
provement projects which the Corps of
Engineers has vastly and inexcusably
underestimated as to cost.

Take the anticipated level of seaway
trafiic.

For 1959, the first year of navigation,
we were told that the seaway could be
counted upon to move a total of 25 mil-
lion tons; the Welland Canal, a total of
40 million tons. The actual figures of
20,579,461 tons for the seaway and
27,435,491 tons for Welland were, re-
spectively, 17.7 percent and 31.4 percent
below the amounts predicted.

In 1960, when the seaway was ex-
pected to handle 29 million tons and the
Welland Canal 43 million tons, the actual
tonnage figures of 20,310,346 for the sea-
way and 29,249,698 for Welland were, re-
spectively, 30 percent and 32 percent
short of the mark.

Now we are told that the results
for 1961 were equally disappointing:
23,355,921 tons actually handled on the
seaway as against 33 million tons pre-
dicted, and 30,675,297 tons actual on
Welland as against 46 million tons
predicted.

Take the level of tolls, which according
to the law, were to make the seaway
self-supporting and reimburse the Gov-
ernment for the entire cost, including
interest and depreciation, over a period
of 50 years.

In 1959, the seaway produced toll rev-
enue amounting to $10,049,179, or over
$3 million short of the $13.1 million
predicted in that year. Welland reve-
nues totaled only $1,227,531 as against
$2,060,000 predicted. In 1960, when sea-
way revenues were expected to total
$15,196,000, the actual take was only
$10,130,318, leaving a deficit of over $5
million. Revenue from the Welland in
1960 totaled $1,326,498 as against
$2,215,000 predicted.
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Revenue figures for 1961 are not yet
reported, but in the light of the disap-
pointing results trafficwise in that year,
there is little reason to hope that the
revenue picture will be better.

In part, of course, the mounting def-
icits are attributable to the failure of
the seaway to attain the promised
volume of trafic. In other part, how-
ever, they result from still another mis-
calculation by seaway advocates, involv-
ing the composition of traffic.

Bulk cargoes moving over the seaway

in 1960 comprised 88.9 percent of total
seaway traffic, whereas in setting the
level of tolls, they were estimated at only
80 percent. The rate on bulk cargo is
only 40 cents a ton as compared with a
rate of $1.25 a ton for general cargo,
which amounted to only a little more
than half the predicted volume in that
year.
At present levels, therefore, it is clear
that the tolls are producing far less rev-
enue than predicted and far less than is
needed to make the seaway self-sustain-
ing. Moreover, the gulf separating
promises and performance, which is
growing wider every year, can only mean
that the present toll structure, if con-
tinued, will prove even less adequate for
the future. Thus, in violation of the law
and the now discredited assurances of
advocates, the seaway threatens to be-
come another heavy burden on the al-
ready overburdened taxpayer.

Let us consider now the warning of
opponents that the seaway would largely
be used by vessels of foreign registry to
the detriment of American shipping.

In 1960, transits of the St. Lawrence
River, both upbound and downbound,
totaled 6,869. Of that number, only 438,
or 6.4 percent, were by ships registered
to the United States. This was 117 fewer
U.S. transits than in 1959, the first year
of operation.

Statistics for the 1961 season are not
yet reported. But it is known that one
major American shipping concern, de-
spite heavy subsidies from the Govern-
ment, has drastically curtailed service
through the seaway and admitted that it
“pulled a boner” in entering the trade in
the first place.

At a hearing before the Federal Mari-
time Board in June, 1960, a representa-
tive of Grace Lines testified that no mat-
ter how long Grace remains in seaway
service, it will “not make money.”
Acknowledging what he called “basic
errors” in planning, the Grace repre-
sentative told the Board with refreshing
candor: “We should have looked at a
map” to note the vastly larger distance,
by water, through the seaway to the
Caribbean, as opposed to direct rail from
Midwest points to the Atlantic coast.
This, he said, has minimized any all-
water advantages to the Caribbean.

A favorite claim of seaway enthusiasts
is that it can accommodate 90 percent
of the world’s merchant marine. But
they do not add that, as a practical mat-
ter, most American vessels, in order to
use the St. Lawrence, must load only at
about half their capacity or less, whereas
capacity loading is necessary if U.S. ves-
sels are to have any chance of overcom-
ing the advantage of substantially lower
labor costs enjoyed by their foreign
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competitors. Even the Liberty and Vic-
tory ships of World War II, when fully
loaded, exceed the 25-foot safe maximum
permitted by the seaway. It is clear,
therefore, that the seaway primarily
benefits and is largely used by foreign
shipping to the further detriment of our
own embattled and heavily subsidized
merchant marine.

As to established east and gulf coast
ports, and other competitive agencies of
transportation, the effect of the seaway
is being felt in the form of substantial
traffic diversion. If the seaway is bene-
fiting port cities on the Great Lakes, it
is clearly detrimental to ports such as
New York, Philadelphia, Hampton
Roads, New Orleans, and Galveston, as
well as to the railroads with which the
seaway is in competition,

Great concern over the future of the
Philadelphia port and ports along the
eastern seaboard was manifested recent-
ly by the Greater Philadelphia Chamber
of Commerce when it announced its op-
position to the attempt of Secretary of
Commerce Hodges to obtain funds to
promote the St. Lawrence Seaway which
is declared to be “lagging after only 3
years of use.”

The impact of the St. Lawrence Sea-
way on the Philadelphia deepwater port,
which extends from Trenton to Wil-
mington on the Delaware and its tribu-
taries, is having serious effect on the
Philadelphia port through the diversion
of shipping, according to an editorial in
the March 24, 1962, issue of the Phila-
delphia Bulletin. The editorial stresses
the fact that Philadelphia’s port is the
largest in the Nation in terms of water
borne foreign cargo, and over 100 mil-
lion tons of all kinds of cargo valued at
$3 billion passes through it in a year.
It is revealed the port’'s activities are
responsible direectly for 96,300 jobs and
a payroll of $512 million, not to mention
the 350,000 jobs that benefit indirectly
in the allied service businesses. From
a tax standpoint, it is stated that reve-
nues amount to $133 million, plus an-
other $60 million in customs collections.
In plain words, every ton of cargo pass-
ing through the Philadelphia port gen-
erates an estimated $12 that circulates
throughout the area’s economy.

The dire financial condition of the
entire railroad industry, particularly in
the East where the competition of the
seaway is felt most severely, is well
known. The Erie-Lackawanna Railroad
suffered last year a deficit of approxi-
mately $26 million, and the Baltimore
& Ohio lost $31 million, Yet these and
other railroads, competitive with the sea-
way, are expected to provide standby
service during the 4- to 5-month period
each year when the seaway becomes an
iceway and cannot be used for naviga-
tion.

In short, it has become increasingly
clear that those who opposed construe-
tion of the seaway have been vindicated
in that position, while the proponents
have been proved wrong. This fact, how-
ever, has apparently not dampened the
ardor of seaway advocates, for the same
interests are back at the old stand asking
the Congress to pour good money after
bad. On the one hand, they are asking
the allocation of additional tax dollars to
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make what we are told are needed “im-
provements' and to promote use of the
facility by recalcitrant shippers and
shipping companies. On the other hand,
it is said by some that the way to in-
crease use of the seaway is to lower the
tolls or wipe them out entirely., Next, I
predict we shall hear pleadings to repeal
or amend the law providing for self-
liquidation of the seaway out of tolls.

The proposal to spend tax dollars for
seaway promotion would compound the
injury both to competitive ocean ports
and to railroads, who would be forced to
help foot the bill for a campaign designed
to divert still additional traffic from
them. It would place the Federal Gov-
ernment in the unbecoming and unwel-
come role of advocating the use of cer-
tain ports at the expense of others—
a position historically avoided for the
best of cause,

The responsibility of the Federal Gov-
ernment is to all citizens, all commu-
nities, and all sections of the country in
equal measure, and it is unthinkable that
any of its resources should be used to ad-
vance the interests of some to the detri-
ment of others. Seaway promotion is
not now and never will be a proper funec-
tion of the Department of Commerce or
of any other agency of the Federal Gov-
ernment, and the spending of either tax
dollars or toll revenue for that purpose
should be expressly prohibited. In the
absence of specific authorization by the
Congress, which I sincerely hope and
trust will not be forthcoming, the Comp-
troller General should make it his busi-
ness to see that not a single dollar of tax
or toll revenue is used for seaway pro-
motion.

The clamor for reduction or elimina-
tion of tolls is in many respects the
unkindest cut of all. When seeking con-
gressional approval and funds for con-
struction of the seaway, a spokesman
for the Great Lakes-St. Lawrence Asso-
ciation assured us that it would yield
conservatively $27,875,000 a year in
revenues, an amount which, he said,
would be “twice as much as necessary” to
make the project pay for itself.

However, even before the seaway was
completed, and before a single ship or a
single ton of freight had moved over it,
this same advocate, speaking this time
for prospective seaway users, completely
reversed his position. With the seaway
assured, he stated before a congressional
committee that “any attempt to set tolls
at a level which would theoretically yield
such revenues—as would be required to
make the seaway self-sustaining—will
defeat the purpose of the seaway, as it
will drive traffic to alternate competitive
routes, and that the revenues from the
remaining traffic will be far from enough
to meet these increased charges.”

Experience in the 3 years since the
seaway was opened to navigation seems
to bear out the latter evaluation of the
project as an unsound economic under-
taking. But one wonders why this advo-
cate waited until the seaway was virtu-
ally a reality before making his true
views known.

In this connection, we should not over-
look that the costs required to be re-
turned under the law do not include
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even larger related costs of work such
as deepening the connecting lake chan-
nels and the dozens of lake harbors to
enable them to handle oceangoing ships.
Dredging the connecting lake channels
alone to the required cepth of 27 feet
has been estimated to cost a minimum
of $150 million, while the necessary har-
bor work will add hundreds of millions
of dollars more. It is enough that users
of the St. Lawrencc will have the benefit
of these publicly provided facilities free
of charge, without saddling on taxpayers
the cost of the St. Lawrence itself.

I suggest, Mr. Speaker, that to follow
further the advice of those who have
led us into this costly economic blunder
would be sheer folly and gross abdica-
tion of our responsibility to the Nation
as a whole. Not one additional penny
should be poured down the St. Lawrence
River drain, and certainly we should not
be so naive as to entertain seriously the
ridiculous notion of trying to bail it out
by allocating millions of tax dollars for
seaway promotion.

I further suggest that we resolutely
hold the line against all attempts to re-
duce or eliminate seaway tolls, which
would serve only to shift an even larger
share of the burden to taxpayers and to
saddle the already hard-pressed rail-
roads with still another subsidized com-
petitor. Let us now recognize the St.
Lawrence Seaway for the “white ele-
phant” that it is. But let us not com-
pound the error by following further the
misguided advice of those responsible for
the present sorry mess.

Reapportionment of Legislative Districts
by Federal Edict

EXTENSION OF REMARKS

HON. WILLIAM M. TUCK

OF VIRGINIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. TUCK. Mr. Speaker, article III,
section 2, of the U.S. Constitution, con-
fers upon the U.S. Congress exclusive
right to define and regulate the appellate
jurisdiction of the Supreme Court of the
United States. The same section of our
Constitution confers upon Congress the
exclusive power to establish and main-
tain Federal courts inferior to the Su-
preme Court.

I have introduced a bill, HR, 10992,
having for its purpose, defining the juris-
diction of the U.S. Supreme Court and
all Federal courts inferior thereto, in cer-
tain instances. The bill reads as fol-
lows:

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That neither
the Supreme Court of the United States, nor
any Federal court inferior thereto, shall have
jurisdiction, either original or appellate, to
change, modify, direct, or set aside any ap-
portionment or reapportionment of legisla-
tive districts adopted by the law-making
bodies of the respective States,

The Supreme Court decision in the
Tennessee apportionment case—Baker
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against Carr, decided March 26, 1962—
marks a new and shocking interference
by the Federal judiciary with the right of
the sovereign States to conduct their do-
mestic affairs. Going far beyond any al-
leged denial of franchise because of race,
color, religion, or sex, reversing a uni-
form course of prior judicial decisions,
the Court asserts a novel judicial power
under which the Federal courts are en-
couraged to intervene in what are essen-
tially political questions, heretofore uni-
formly entrusted to the States. This
unfortunate decision does not arise out
of any issue dividing the North and the
South. It must prove as obnoxious to
Michigan as to Louisiana; to California
as to Virginia. As an instrument for de-
stroying the delicate balance of State-
Federal relationships, it is unique and
unprecedented, even for a court well-
known for its disregard of the rights of
the States.

The decision in the Tennessee appor-
tionment case is a wide departure from
the wise policy of judicial restraint. It
strikes destructively at the Federal
Union obtained by the Constitution.

The Court has assumed for the Fed-
eral judiciary, power to review the acts of
a State legislature respecting the appor-
tionment or reapportionment of the
State into legislative districts. This as-
sumption of jurisdiction necessarily im-
plies the assumption of power to direct
by judicial edict any such apportionment
or reapportionment in a manner agree-
able to the views of the Federal courts
rather than to those of the legislature or
the people of the respective States. In
order to reach this conclusion the court
reversed and set at naught a long line of
decisions of the Supreme Court holding
that it had no such power as it now as-
sumes to exercise.

The time has now come when we must
recognize that the Supreme Court is
using, and for a long time has used, the
nebulous provisions of section 1 of the
14th amendment to nullify explicit pro-
visions of the Constitution. Not regard-
ing the provisions of article 1, section 8
of the Constitution, to wit: “Congress
shall have power to make all laws which
may be necessary and proper for carry-
ing into execution all powers vested by
this Constitution in the Government of
the United States or any department or
office thereof,” the Supreme Court has
not only placed interpretation on the
powers delegated to the Central Govern-
ment by section 1 of the 14th amend-
ment, but it has by judicial fiat sought
to carry such interpretation into execu-
tion in plain defiance of the explicit man-
date of the Constitution.

Section 5 of the 14th amendment, far
from obviating the above provision of
article 1, section 8, undertakes to pre-
serve to Congress all powers regarding
the enforcement of the provisions of the
14th amendment, by the following lan-

guage:

Congress shall have power, by appropriate
legislation, to enforce the provisions of this
article,

If the Supreme Court can usurp the
powers of Congress with respect to en-
forcing the provisions of the 14th
amendment, why can it not usurp the
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powers exclusively delegated to Congress
by article 1, section 8. The language of
delegation is exactly the same, that is
tosay:

Congress shall have power.

From a reading of the decisions of the
Supreme Court during recent years,
without recourse to the Constitution and
the amendments thereto, one must con-
clude that the 10th amendment had been
deleted from the Constitution. In case
this amendment has been forgotten it
reads:

The powers not delegated to the United
States by the Constitution, nor prohibited
by it to the States, are reserved to the States
respectively, or to the people.

For many years the Supreme Court
has been encroaching upon the powers
of the States, without so much as men-
tioning the 10th amendment, the great
bastion established by the Constitution
to preserve the States.

The Congress must begin to consider
whether a disposition is not developing
through the vast powers assumed by the
Supreme Court and the Executive fo
crush Congress between the upper and
nether millstones of the overwhelming
powers of the judicial and executive de-
partments.

The bill does not deprive any ag-
grieved person or set of persons of a
forum to which they may go for redress
in this class of cases. The courts of the
respective States have ample powers
wish;ch they may and do frequently exer-
C i

Congress has a clear duty to undo the
mischief of the Tennessee decision
through exercise of its power to with-
draw the jurisdiction which the Federal
courts have now assumed in such cases.
The bill which I have introduced does
just that.

If our distinctive way of life which all
patriotic Americans love and cherish is
to survive, an end must be made forth-
with to these Federal incursions into the
rights of the States and localities.

Congress has the power to lay the
hand of restraint upon the Federal ju-
diciary and stop these judicial indiscre-
tions and abuses. I hope it has the will.

Evaluation of the Civilian Conservation
Corps

EXTENSION OF REMARKS
HON. JOHN E. MOSS

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. MOSS. Mr. Speaker, the Nation’s
economic recovery during recent months
has not provided jobs for millions of
Americans. Unemployment has become
an especially tragiec fact of life for our
young people who, lacking in experience
and proper training, are unable to com-
pete effectively in a labor market requir-
ing increasingly higher skills.

At the same time, Americans have been
showing an increased appreciation of




5498

the natural resources of our Iland.
Greatly expanded efforts at conserving
these abundant resources for future gen-
erations are being demanded by the
public.

Fortunately, history offers a practical
method of coping with the problems of
inadequate use of our human resources
and improper use of our natural re-
sources. Of course, I am referring to the
Civilian Conservation Corps, the very
successful experiment of the 1930's. Leg-
islation currently is pending before the
Congress to establish a Youth Conserva-
tion Corps which would be very similar
in nature and purpose to the old CCC.
In the House H.R. 10682 is now awaiting
action by the Rules Committee. This, in
my opinion, is a unique opportunity to
apply tested techniques in dealing with
important problems facing the country.

In considering this legislation, I should
like to commend to my colleagues the fol-
lowing evaluation of the Civilian Con-
servation Corps:

EVALUATION OF THE CIVILIAN CONSERVATION
CorpPs

The United States still is reaping vast

benefits from a notable experiment of the de-

the Civillan Conservation Corps.
Irreplaceable natural resources were saved
by the CCC during the 1930’s for present and
future generations. Also, more than 2 mil-
lion young Americans were provided with
useful employment and invaluable job
tralning and thereby kept out of probable
soup lines and possible ventures into delin-
queney.

Many American citizens undoubtedly are
better citizens today because of their ex-
perience with the CCC and American natural
resources certainly are more abundant due
to the highly successful conservation efforts
of the corps.

The CCC met with the general approval
of the Nation with little relation to economic
or political philosophy. When the idea was
revived by the Eennedy administration in
1961 it was still being referred to as the least
criticized of all the agencies of the Roosevelt
era.

HISTORY

The CCC was authorized by Congress in
the spring of 1933, and the first camp was
opened in Virginia within 30 days. The
period of most intensive activity was from
1935 through 1938. By the end of fiscal 1942
liquidation was virtually complete (1, 2).2

Once established, the CCC idea gained the
overwhelming support of the Nation, and by
1935 almost every county within the United
States had made a request for the estab-
lishment of one or more camps. D
most of the B-year span of its existence there
were CCC camps in 4B States, Alaska, Hawali,
Puerto Rico, and the Virgin Islands.

EXTENT OF ACTIVITIES

The total number of enrollees given em-
ployment from the beginning up to June
19041 was 2,645,000, distributed among 1,500
camps. There were 150 principal types of
work experience, of which the most impor-
tant were forest protection, reforestation,
soll conservation, recreational development,
range rehabilitation, flood control, aid to
wildlife, reclamation and emergency rescue
work. The total yearly cost of each enrollee
in the CCC from 1935 to the close of activi-
ties was 21,000 per man. This figure, about
10 percent higher during the first 2 years
principally due to the cost of land acquisi-

1 Reference to "Sources of Quoted Mate-
rlals" on final page indicated by numbers.
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tion, covers all costs including those neces-
sary to carry out conservation projects (3).

In brief, CCC enrollees planted nearly 3
billion trees, built 1 million miles of roads
and trails, constructed over 85,000 miles of
telephone lines, erected 4,000 fire towers, and
100,000 bridges and buildings. More than
4 million acres of forest land were improved
as protection against fire, The accompany-
ing table (4) gives a detalled accounting of
accomplishments. The value of this work
on public lands alone has been estimated by
forestry and park officials at 1,500 million,

Type of job or project classification

} New work | Maintenance
Structural improvements:
Bridges (vehicle)
number. _ 38, 550.0 9, 510.0
Buildings (equipment
and supply storage
houses)______ nunber_. 3,350.0 1,812.0
CCC camps
Latrines and toilets
number__ 12, 086. 0 4,405.0
Lookout houses.do....... 1,187.0 9280
Lookout towers_do.._.. 3, 116.0 1,884.0
Sheltors_________ do 2,200.0 508. 0
Impounding and lurgc
diversion dams
number... 7,622.0 3, 405.0
Fencos. ..ol rods_ | 28, 717,304, 6 7,119, 518.9
Telephione lines__miles__ 88, 883, 6 271,615.3
Transportation improve-
ments:
Airplane landing fields
number. . 80.0 88.0
'Truci: trails or minor
e mmmmmmElGS__ 126, 230. 5 580, 995. 5
Fmamn control, treatment
of gullies:
Check dams:
T raim ] B
_____ [ I 2 147, y 701,
Seeding and aodd!ng
l]]f r118,499.555.0 22,832,119.0
Tree plautlng gully
square yards__ 464, 830, 313. 0 | 125, 862, 616.0
Forest culture:
Field planting or seed-
ing (trees)...... acres..| 2, 355, 587.5 288,213.0
Forest stand lmpmve-
MO o anns s acres..| 4,004,003.0 16, 755.0
Forest protection:
Fighting forest fires
man-days._ .| 6,450,403.1 ... .. ...
Tree and plant disease
control- .. __._._ acres._| 7,905, 707.8 TI8, 060.7
l‘mes inseet pest con-
............. acres__| 13,099, 701.0 178,073.3
Lnnd'%mpc and recreation:
Public camn de-
velopment...... ACIeS. 52,319.6 49,457. 5
Other activities: Timber
estimating........acres_.| 35,495,621.7 65,170.9

The effectiveness of the CCC in forest fire
protection has been emphasized by foresters
in both Eastern and Western States. Soon
after the liguidation of the corps, State
forestry officials in West Virginia reported
that the reduction In CCC firefighting
efforts resulted in a 20-percent increase in
acres burned in areas having camps the
previous year. The State foresters iIn
Kentucky, New Jersey, Massachusetts, and
Connecticut made similar reports (11). In
1940 the CCC camps contributed 174,788
man-days fighting fires.

Most of the standard CCC camps in the
continental United States were distributed
between the Department of the Interior and
the Department of Agriculture. In the
former, the National Park Service had from
80 to 90 percent of the camps, and in the
latter the major portion were assigned to the
Forest Service. During the peak activity,
Agriculture had from three to four times the
number of camps as Interior; as of October 1,
1935, the ratio was 1,751 to 489 (1).

EDUCATION IN THE CCC
Supplementary to the emergency conserva-
tion work of the CCC an educational program
was established. In the formative days of
the corps there was coolness and even
hostility to any educational activity other
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than the work experience program, but after
a number of false starts a firm program was
established, Through trial and error it was
found that an academic type of school pro-
gram did not conform to the needs or the
desires of most enrollees. The final result
was a program of vocational training, work
experience, training in leisure time activities,
health education, physical activities and
Red Cross training. The latter became a
requirement early during the CCC and the
others were added later.

On the academic level, criticized by
some of the public school sector, the CCC
taught 80,000 functional illiterates to read.
It taught all enrollees skills in the use of
tools, machinery, heavy equipment, office pro-
cedures, and others, in accordance with the
assignment glven. All had work experience
in resources conservation, At the close of
CCC activities some enrollees had been pro-
moted to supervisory positions in camps.

Academic subjects, within the meaning of
the CCC organization, were literacy, language
usage, arithmetie, social studies, sclence,
citizenship, conservation, health and hy-
giene, and occupations. Of these subjects,
the final four accounted for about 75 percent
of the total enrollment in the corps areas
which were carefully studied (4).

The most widely taught vocational sub-
jects were farm management, clerical train-
ing, typing, radio code, care and use of tools,
carpentry, concrete construction, machine
operation, road construction, cooking and
baking, forestry, motor vehicle mechanies,
blacksmithing, arc welding, acetylene weld-
ing, surveying, vehicle operation, woodwork-
ing, and photography. In one large corps
area studied in detail, typing, cooking and
baking, carpentry, and motor vehicle me-
chanles and operation were chosen by more
than half of all enrollees (4).

Avocational skills were taught to a large
percentage of the enrollees. Music and
dramatic activities were the most popular in
this field.

EFFECTS ON ENROLLEES

Through all the literature assessing the
value of the CCC to the Natlon and to the
former enrollees themselves, there is ample
evidence of an astounding impact. It is dif-
ficult to find criticism of the purposes, and
considering the fact that it was created dur-
ing a period of political controversy, there is
no significant complaint regarding its mode
of operation. Twenty years after the demise
of the CCC a great residue of good will be-
came apparent as soon as a similar type of
organization was proposed by President
Kennedy.

One weakness in the CCC, for which others
share responsibility, but often admitted by
friends of the organization, was the lack of
coordination between the corps and the com-
munity to which the boys returned. The
CCC did not seem to give enough instruc-
tion In jobseeking before enrollees were dis-
charged, and it lacked the means to follow
up. Few communities at that time had the
necessary counseling and guidance services
now widely available through the U.S. Em-
ployment BService to assist in job place-
ment activities. Since 2 years was the max-
imum term of enrollment, those discharged
during the earlier years of the corps returned
to their communities before the impact of
the defense buildup prior to World War II.
Many of these remained jobless for some
time.

SOME EVALUATIONS

Most of the studies on the net effect of the
CCC on the enrollees and ex-enrollees may
appear subjective. In several of the reports
consulted evaluations appear more like in-
formed opinions, but they are the result of
thoughtful study and merit attention. One
made in 1938, and therefore at a time of
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severe unemployment, covers a sampling of
6,500 youths from the Greater Cleveland area
who had been discharged from the corps.
Trained social workers from Western Re-
serve University interviewed 272 former en-
rollees. Irrespective of their reasons for
leaving camp, 80 percent had been unem-
ployed prior to enrollment but after return-
ing home 70 percent had obtained jobs. Of
those who obtained work more than 50 per-
cent were working full time and approxi-
mately 20 percent were in WPA or National
Youth Administration part-time projects.
Exact data were presented to show that in
the case of those who held full-time jobs
both before and after enrollment in the
CCC, weekly pay had increased by more than
$3 and the length of workweek had dropped
approximately 4 hours. Most were working
more than 40 hours weekly, but the 40-hour
standard was still not accepted at this time
in many areas. BSixty percent of the group
came from forelgn-born white parents more
than half of whom were of Slavic origin. In
40 percent of the cases the youth lived with
one parent or none (5).

ADJUSTMENT TO COMMUNITIES

During the fiscal year ending June 30,
1040, a total of 327,431 enrollees returned to
their home comnmnities. During 4 months
of this period discharges ranged from 41,000
to 70,000 monthly, representing a sizahle
impact on many communities. The way in
which these young men adjusted to their
surroundings, in those instances where fig-
ures are avallable, 15 of importance in mak-
ing an objective evaluation of the CCC. A
study made for the American Council on
Education presents a very creditable impres-
slon, gathered from extensive interviews of
419 former enrollees plus the comments of
family members, friends, neighbors, and em-
ployers. In the case of 30 percent of the
boys interviewed the CCC experience did not
seem to be significant, but only a very few
indicated any dislike for the organization.
Most of this group sald the CCC was “all
right.” With the remaining group the atti-
tude expressed ranged from friendly to very
enthuslastic.

Of those who had left the CCC, 71 percent
indicated desire to enroll again.

Of those still in the CCC, 81 percent ex-
pressed intention to enroll again.

Of the entire 419, 60 percent considered
themselves better for the experience.

Of those who thought the CCC had had
little effect on them, parents and friends
generally disagreed (6).

Soclal workers, judges, parole officers,
youth organizers, and many others familiar
with the work of the CCC appeared before
the Congress in 1961 to urge the establish-
ment of a Youth Conservation Corps or simi-
lar type of organization. Many of the wit-
nesses spoke from personal knowledge of the
effects of the CCC on underprivileged, home-
less, or unemployed youth in a much less
highly urbanized soclety than exists today.

RELATION TO JUVENILE DELINQUENCY

Intruding into the testimony of the ma-
Jority of those urging the legislation was the
pervasive problem of juvenile delinguency.
Some of the witnesses had devoted a life-
time to work among underprivileged and
often delinquent young people. It was the
unanimous opinion of those who had ob-
served the effects of the COC that it had
been invaluable in reducing or preventing
delinquency. An overwhelming number of
youth workers were of the opinion that it
was imperative that potential delinquents
be removed from the environment that has
contributed so much to their difficulties if
they are to acquire any degree of social re-
sponsibility and self-respect. The prevail-
ing opinion of those appearing before the
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mngreaaional committee favored the camp
idea and a new environment,

A recent study in Minnesota, comparing
delinquent youths who partlclpated in a for-
estry camp with a matched group remaining
in a more conventional correctional institu-
tion, reports significantly greater improve-
ment among the campers.

WORE RECORD

In seeking work after returning home, the
CCC became an opening wedge because of
the generally good impression the organiza-
tion had made throughout the Nation. One
large eastern company which had established
a preference system for CCC “alumni” re-
ported that 90 percent of those hired proved
to be good workers. The New York State
Board of Education reported that CCC men
generally had a high reputation, with 70
percent of those hired being successful in
their work. Approval came from Piper Air-
craft Co., Thompson Products, Inc., of Cleve-
land, Ohio, the National Standard Parts As-
soclation, Detroit, Mich.,, and Marshall
Field & Co. of Chicago. The Lockheed
Alreraft Corp. agreed to cooperate in train-
ing CCC enrollees who passed their prelim-
inary employment test (6).

The American Council on Education study
further reports that out of a total of 224
men who left camps in one area, 18 percent
were employed within 1 month, 60 percent
within 1-56 months, and 77 percent of the
total within 1 year (6).

ADAPTABILITY OF CCC

The retooling of the American economy
after the opening of hostilities in Europe in
1939 materially altered the emphasis within
the CCQO; it then rapidly became both a
tralning ground for workers in the war in-
dustries, and a direct participant in war pro-
duction through the rehabilitation of mili-

camps, military construction and other
activities. The flexibility shown at this
period has been mentioned as an argument
for a permanent CCC-type organization. It
proved that its method of organization,
tralning and operation was highly flexible
and well adapted to quick conversion to
emergency functions when mneeded, and
capable of similar rapid conversion to its
regular duties in the area of resources
conservation.

EFFECT ON MILITARY SERVICE

Many young men were toughened before
entering military service because of their
tour in the CCC. The mayor of Portland,
Oreg., stated that during his World War II
duty as a Navy officer he believed that for-
mer CCC boys in his command were more
mature and adjusted than boys without this
training. Selective Service officials share
this view.

MILITARY INFLUENCE IN THE CCC

During the final years of the CCC the
military emphasis was one feature disturbing
to friends of the corps. A report on the
corps In 1942 expressed objection to the in-
fluence of the military and stated that it
was considered too authoritarian for a demo-
cratic organization engaged In conservation
work (7).

HEALTH

On the healthful guality of CCC experience
there seems to be complete agreement. The
effect of outdoor living, good ‘food, clean
living quarters, and medical care, both in
camp and in nearby medical facilities when
required, have not been questioned. Surveys
conducted by the War Department on a large
number of enrollees selected from the entire
area of operation showed an average net
gain in weight of from 8 to 12 pounds per
man after 6 months' duty. During the period
1833-35 the average death rate was 2.87 per
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thousand, in contrast with a rate of 8.07
among unselected men of a similar age group
{American Experience Table of Mortality)

(2).
YOUTH WORK EXPERIENCE

Strong support for the CCC developed as
a byproduct of the dispute between the pro-
fesslonal educators and those responsible
for the educational activities within the
corps. In 1939 President Franklin D. Roose-
velt ordered a merger of the CCC and the
National Youth Administration and their
transfer to the newly formed Federal Secu-
rity Agency. The previous year Congress
had approved the use of NYA funds for the
training of needy young persons no longer
in school but who were unable to obtain
employment. When the combined agency
began to engage in educational activities
at the very time agitation was developing to
make the CCC a permanent body, a division
developed between the CCC-NYA and certain
public school organizations having close ties
with the U.S. Office of Education, also a part
of the Federal Security Agency. Leading the
battle was the Educational Policies Commis-
slon which, briefly stated, recommended that
all educational activities of the CCC-NYA be
discontinued and transferred to local con-
trol, the Federal Government to continue to
provide the necessary funds, (Some of the
arguments used by the Educational Policies
Commission in 1941 are similar to those used
by the opponents of Federal ald to education
in 1961.) Prof. Charles Hubbard Judd of the
University of Chicago, long one of the leaders
among American educators, administered the
critics a stern rebuke for “suffering from
intellectual myopia"” and calling them per-
sons who “fail to get any view of the vast
social horizon which 1lles beyond their im-
mediate selfish interests (9). Prof. Paul
Terry of the University of Alabama, a leader
in the South, reminded his colleagues that
since the establishment of the first Latin
grammar school in 1635 there has been
nothing to prevent educators from develop~
ing a work experience program for coms-
munity youth, but that until regular educa-
tional forces demonstrate their abllity to do
as well or better than the CCC that this pro-
gram should remain a Federal activity (10).

CONSERVATION ACTIVITIES

Viewed broadly there is overwhelming
opinion that the CCC was a success. It
demonstrated to the Nation that a large
number of men can be put to work on use-
ful, permanent projects on short notice and
that the corps could change its course of
operation quickly when emergency directs.
The CCC gave Federal and State conserva-
tion officials their greatest opportunity to
serve the Nation in an entire generation.
The benefits from the $30 per month allot-
ment pald each enrollee, much of which
was sent home, benefited many others, in-
cluding some who were destitute. During
the first 2 years alone more than 1 million
young men received employment from which
3,200,000 others benefited. The total amount
pald to enrollees for the entire service pe-
riod of the CCC, 1933-41, amounted to
$202,686,681 and these benefits were esti-
mated to have been shared by approximately
8 million persons.

Officials of the National Park Service and
the Forest Service stated that at the end
of the first 2 years of operation the CCC
had advanced the development of forestry
and park facilities by from 10 to 20 years.
The value of this to the Nation was esti-
mated at $426,500,000 for the period 1933-35.
Business recovery was stimulated during this
time through the expenditure of $390 mil-
llon for manufactured articles, automotive
and construction equipment, food, clothing
and many other items.
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PRAISE AND CRITICISM OF THE CCC

A close scrutiny of a mountain of litera-
ture on the CCC discloses very little un-
favorable comment. The eontention be-
tween the professional educators and the
CCC-NYA educational program was in no
sense an attack on the basic idea but was
rather a jurisdictional dispute in which the
motives of certain critics do not appear to
have been totally unselfish.

Examination of the congressional hear-
ings in 1961 relating to S. 404 and H.R. 7536
(87th Cong., 1st sess.) uncovers little
criticism of the CCC or that part of the
proposed legislation providing for establish-
ment of a Youth Conservation Corps. Dur-
ing these hearings witnesses time and time
again harked back to the CCC to prove the
desirability and practicality of the YCC

roposal.

Although the bill, HR, 8354, favorably re-
ported by the House Education and Labor
Committee provided only for pilot YCC proj-
ects, this was obviously done in the hope
that future expansion of the program would
be possible. Taking note of the great praise
for the CCC it had heard, the committee ex-
pressed the view that it could not state “too
emphatically that the successful Civilian
Conservation Corps experience in giving
valuable work-training experience and
counseling to youth while at the same time
adding to the national wealth through con-
servation and natural resource development
justifies a much more extensive program”
(12).

In summation, the basic approach and
techniques of the CCC have been tested and
found to be sound. However, since the corps
was abandoned a tremendous backlog of
conservation work has accumulated. We are
continuing to fall behind at an alarming
rate in reforestation, reseeding of range-
lands, improvement and protection of water-
sheds, and other soil and moisture conserva-
tion measures essential to the protection
and sound development of our mnatural
resources.

The current proposal to establish a Youth
Conservation Corps presents a unique op-
portunity to deal with important national
needs. It is not often that government is
provided with tried and tested, but at the
same time, bold and imaginative approaches
to solving major problems., The Civilian
Conservation Corps provides such an example
and its obvious benefits should be welcomed
without further delay.
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Strikebreaking at the Taxpayer’s Expense

EXTENSION OF REMARKS

HON. FRANK KOWALSKI

OF CONNECTICUT
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. KEOWALSKI. Mr. Speaker, the
rights of America’s working men and
women are being eroded away by the
bureaucracies of our Government, by
policies that jeopardize the national de-
fense and condone a shocking waste of
the taxpayer’s money.

On February 21 of this year I intro-
duced a bill (H.R. 10341) to promote the
national defense, to eliminate waste, and
to protect the rights of American
workers.

This bill would prohibit payment by
the Federal Government of strike costs
arising from a lawful labor dispute, ex-
cept in those cases when the President
and/or the Secretary of Defense per-
sonally determine that such payment is
in the national interest.

I am informed that hearings will be
held in the next few weeks, so I take this
opportunity to present the background
and the compelling reasons for this leg-
islation.

In this imperfect world, if man is to be
something more than a commodity, the
final economic security of the workers
rests in their collective power to bargain
with the managers who use and profit
from their skills, The law of the land
sanctifies this right.

But as a segment of our Government
assumes an ever-increasing role as a
consumer of industrial products and
user of contracted services, the conflict
between the rights of the individual and
the policies of Government becomes
ever more severe. This conflict comes to
focus in the aireraft industry.

In the aircraft industry, 90 percent
of everything produced is sold to the
Government. Many of the machines,
plants, and production facilities are
furnished by the Government. Govern-
ment supplies are often furnished and
payments are advanced to facilitate
financing. The equity of the stockhold-
ers in this industry is extremely low.
The Government is both the investor and
the consumer.

It is perhaps a natural development
in this industry that the Government
should come to play a partisan role, a
role favoring production and priorities
in any dispute between labor and
management. It is this partisan role of
Government that challenges labor’s
basic right to collective bargaining. This
is an unwarranted and unnecessary
conflict.

Many of the problems labor faces are
multiplied because of the ability of the
employer to bring the vast resources of
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Government into play against unians
and, in that way, cause the American
taxpayer to work in behalf of the em-
ployer against his own best interests.

Large segments of organized labor pay
a terrific price for the strife that defense
procurement policy encourages.

To give you an idea of the price tag
I would like to cite the case history of
the United Aireraft Corp. strike in Con-
necticut and the role of the Government
in that dispute.

The United Aircraft Corp. has nine
plants in Connecticut and one at West
Palm Beach, Fla. At the time of the
strike, the workers in these plants were
represented by four lodges of the Inter-
national Association of Machinists, and
two locals of the United Auto Workers.
The IAM and the UAW, during late 1959
and early 1960, engaged in negotiations
with the UAC concerning grievances,
procedures, seniority, and union security.
Pay was not an issue. As months went
by, negotiations deteriorated. The UAW
locals went out on strike June 7, 1960,
and the IAM lodges struck the next day,
June 8. The strike was not successful.
The UAW and IAM were forced to ac-
cept negotiated strike agreements and
everything was over August 8, 1960. The
strike had lasted 2 months.

This strike was no different than many
others where labor lost—the workers had
to eat crow. But at the Pratt & Whitney
plant in East Hartford, and the Hamil-
ton Standard plant at Windsor Locks,
the crow was especially distasteful. At
Hamilton Standard, out of 11 elected
union officers, only 3 were called back to
work. Out of seven shop committeemen,
only two were recalled, and little better
than half of the strikers were recalled
in the 4-month period agreed upon for
rehiring members of the union.

At Pratt & Whitney hundreds of work-
ers were not recalled and only about half
the elected union officials were returned
to work. Many of those recalled lost
seniority rights, and some had to accept
cuts in pay up to 65 cents an hour.

On January 1, 1961, the terminal date
for rehiring union members, hundreds
were still out of work. ¥Yet, the plant
was running with very heavy overtime.
To add insult to injury, the company, im-
mediately after the January 1 terminal
date, went into a hiring program and
rehired many of the strikers as new em-
ployees. Many of these men and women
suffered losses of up to 30 years’ senior-
ity, cuts in hourly pay, labor grades, and
shift changes. As a result, some 500
workers filed unfair labor charges
against the United Aircraft Corp. These
charges are still pending.

The unions for years had suspected
that in a labor dispute with a defense
contractor, the Government always paid
the lion’s share of the cost of the strike.
No one knew this for certain and no one
knew the components of these strike
costs.

Having become acquainted with the
capabilities of the General Accounting
Office when I was in the Army, I asked
this agency of Congress to investigate
the Pratt & Whitney and the Hamilton
Standard strikes to see how much the
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Government is being asked to pay for
these strikes.

In June 1961 I received the report on
the Pratt & Whitney strike, signed by
Joseph Campbell, Comptroller General of
the United States.

The Comptroller General’s report an-
alyzed five major components of the
cost of these strikes. There are no doubt
other components, but the Comptroller
General identified the following: Costs
for the recruitment of replacements,
overtime premiums, production labor
variance, the training of replacements,
and spoiled work. All of these costs in-
creased substantially during and after
the strike over the targets agreed upon
by the Navy and Pratt & Whitney.
Overtime alone increased by $2 million.,

Let me summarize the Comptroller
General’s report in his own words:

Pratt & Whitney's proposed final prices for
engines and spare parts produced under
fixed-price incentive contracts during 1960
exceeded the target prices negotlated by
about $£10.8 million. In an advisory audit
report to the Bureau of Naval Weapons with

respect to these price proposals, the Navy
Area Audit Office estimated that, on an over-
all basis, Pratt & Whitney’s final prices in-
cluded strike costs of about $10 million.
Under the incentive provisions of the con-
tracts, Pratt & Whitney's share of such strike
costs would be about $2.5 million and the
Government would bear the remainder, or
about $7.5 million.

According to the Comptroller Gen-
eral’s report on the strike at Hamilton
Standard, the taxpayer is being asked to
pay strike costs of $1.5 million.

In other words, the United Aircraft
Corp. has asked the Government to lay
out $9 million to subsidize the cost of
strikebreaking in its East Hartford,
Windsor Locks, and North Haven plants
in Connecticut. How much UAC is ask-
ing for strike costs in its other plants is
still an open question.

Following the Comptroller General's
report, I tried to find out how the Navy
and the Department of Defense would
react to this multi-million-dollar price
tag. It would take the rest of the morn-
ing to describe to you the evasions, and
the deceptions, and the labyrinth of ob-
struetionism that I encountered in trying
to get an answer to my question.

Finally I got the answer. In January,
at a meeting in my office with repre-
sentatives of the Departments of Labor,
Defense, and the General Accounting
Office, a Mr. Pilson, speaking for De-
fense, said that under established policy,
the Navy, during the period of the strike,
authorized management to expend addi-
tional funds for overtime premiums, re-
cruitment, production variance, training,
and excessive spoiled work. This au-
thorization permitted expenditures above
target prices. Under this policy, Mr.
Pilson said, strike costs uncovered by
the General Accounting Office will be
paid by the Government. Furthermore,
he volunteered that “a prudent con-
tractor anticipating a labor dispute
would include certain contingencies in
his target prices and the Government
would pay these costs.” '

There you have it. It is the clearly
stated policy of the Department of De-
fense that if there is a labor dispute in
a defense plant, the Government is on
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the side of management, and the tax-
payer—that includes the men on strike—
will be expected to pay the major part of
the cost of the strike. When a union
bargaining agent sits at the bargaining
table the gun pointed at his head is paid
for by the Government.

This is the case history of one dispute.
What is the situation in other disputes?
How many millions of dollars has the
taxpayer paid to break lawful strikes?
I cannot tell you, but believe me, it is a
lot.

During the fiscal year 1961, the De-
fense Department awarded $24.3 billion
worth of prime contracts. Of this
amount, 100 companies received $17.3
billion worth of prime contracts. There
were seven major strikes in these latter
companies—strikes involving $3.5 bil-
lion worth of defense contracts. It is
very difficult to estimate how much these
strikes cost the taxpayer, but if the Pratt
& Whitney costs are used as a yardstick,
then potentially these strikes could have
cost the taxpayers at least $50 million,

But defense plants are not the only
areas where the Government is a poten-
tial partisan in a labor-management dis-
pute. The pilots of Southern Airways
can testify with chapter and verse how
the Government has worked against
their interests in the current airline
strike through subsidizing the pay of
replacements. In my bill, HR. 10697,
I attempt to come to terms with this
problem.

As the Government enters into other
areas of our economy—for example, sub-
sidies to railroads and other services—
the power of unions to bargain effec-
tively will be seriously curtailed. And
as this trend continues, the rights of the
individual and his bargaining organiza-
tion will be subordinated to and finally
destroyed by the demands of Govern-
ment. Some say this is necessary. I do
not agree.

The Government policymakers, in-
spectors, and contracting officers say that
the overriding consideration is produc-
tion and service. They argue that the
national interest comes first. I do not
believe the bureaucrats in Defense are
competent to judge what is in the na-
tional interest. This can only be
decided at the highest administration
and congressional level.

One thing is certain—the present de-
fense procurement policy is a far cry
from our national interest.

Present policy promises to subsidize
on management's behalf the failure of
labor negotiations, and it thus destroys
much of management’s incentive to bar-
gain in good faith. Present defense
policy not only encourages strikes, it not
only prolongs strikes, but as a result it
curtails production when production is
vitally needed. It wastes millions of the
taxpayers’ dollars that could be used for
essential social and educational pro-
grams. It seriously erodes the power of
collective bargaining and adds to our
staggering unemployment. And it
causes untold damage to the lives and
the futures of thousands of working men
and women and their families.

These problems are complex and do
not yield to easy solutions. They will
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not be solved by 1 bill or by 100 bills

but we can begin.

We ean begin the search for a new
policy, a policy that will take the Gov-
ernment out of its partisan role and to
assign it a more constructive, a more
flexible, a more human role, a policy that
is truly in the national interest.

In developing this new policy, the Gov-
ernment must address itself to certain
urgent tasks. The Government must
use more intelligent planning to level
out the enormous fluctuations in the
feast-or-famine defense industry. It
must work to expose the myth that it
has helped to create: the myth that says
wage demands are inflationary. It must
accept its responsibility to the workers
who suffer from the fluctuations and
shifts in defense needs by granting sev-
erance or relocation pay to the workers
displaced. It must retrain the men
whose skills have become obsolete in
fast-changing defense technology. It
must serutinize its policy of heavy over-
time allowances in labor surplus areas.
And it must, through the NLRB, police
rehiring policies following a strike.

I would further suggest that there is
a pressing need for a standing commit-
tee, composed of representatives from
labor, management, Congress, the ad-
ministration, and interested segments of
the publie, to investigate the role of the
Government as a consumer and to help
develop this new and constructive policy.

To conclude, I am convinced that if
Government were assigned a more posi-
tive and human role, management
would discover in itself and in labor a
new spirit of cooperation at the bargain-
ing table, strikes would be few and short-
er, overall production and employment
would increase at a saving of millions to
the taxpayers. Finally, the working
men and women of America would
achieve greater union security and
greater economic,justice.

Man is the most important concern of
government. As great as America is, we
can have a better life.

The text of HR. 10341 is as follows:

[8Tth Cong., 2d sess.]
H.R. 10341

In the House of Representatives, Pebruary
21, 1962; Mr, KowaLskr introduced the fol-
lowing bill, which was referred to the Com-
mittee on the Judiciary:

A bill to amend the Act of June 30, 1938,
the Walsh-Healey Act, to disallow certain
items of excessive costs incurred by con-
tractors and directly attributable to the
employment of individuals to replace em-
ployees engaged In a strlke agalnst such
contractor.

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That the
first section of the Act of June 30, 1936, as
amended (41 U.S.C. 35), is amended by re-
designating paragraphs (a) through (e)
thereof as paragraphs (1) through (5), re-
spectively; by inserting “(a)’ immediately
before “in any contract made and entered
into by an executive department”; and by
adding at the end thereof the following new
subsections:

“{b) In all contracts for procurement of
personal property made and entered into
by any agency of the United States (other
than contracts for procurement on a fixed-
fee basis), there shall not be Included as
an allowable item of cost any costs incurred
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by the contractor which are directly attrib-
utable to the employment of individuals to
replace employees engaged in a strike against
the contractor, including but not limited to
costs of excessive spoilage of material, costs
of training replacements, costs incurred in
advertising for and employing replacements,
and costs of overtime payments paid to such
replacements which are in excess of those
reasonably to be expected to have been paid
the employees replaced.

“(¢) No contract for procurement of per-
sonal property shall be made and entered
into by any agency of the United States on
a fixed-fee basls unless the contractor war-
rants that he has not included in the com-
putation of the contract price any amounts
for costs expected to be incurred by him
and directly attributable to the employment
of individuals to replace employees engaged
in a strike against the contractor, including
but not limited to costs of excessive spoilage
of material, costs of training replacements,
costs incurred in advertising for and em-
ploying replacements, and costs of overtime
payments paid to such replacements which
are in excess of those reasonably to be ex-
pected to have been paid the employees
replaced.

“(d) The President, personally, or the
Secretary of Defense, personally, may waive
the application of subsection (b) or (e)
of this section in the case of any contract
entered into pursuant to chapter 137 of
title 10, United States Code, or title III of
the Pederal Property and Administrative
Services Act of 1949 where he determines
that the national security so requires.”

Bill of Rights Day

EXTENSION OF REMARKS

HON. JACOB H. GILBERT

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. GILBERT. Mr. Speaker, Decem-
ber 15 of last year—Bill of Rights Day—
marked the 170th anniversary of the
Ratification of our American Bill of
Rights. In keeping with the great tra-
dition of observing the anniversary of
this historic ratification, a special cere-
mony was held at city hall in New York
City under the auspices of the Bill of
Rights Day Association.

Presiding at the exercises was the
Honorable Edward D. Re, chairman of
the Foreign Claims Settlement Commis-
sion of the United States, who brought
from Washington, on this memorable
occasion, the personal good wishes and
congratulations of President John F,
Kennedy. The 1961 Bill of Rights Day
citations—awarded annually to out-
standing businessmen, public servants,
and leaders of our community for their
devoted services in all walks of life—
were this year given to Hon. Adlai E.
Stevenson, U.S. Ambassador to the
United Nations; Hon. Paul R. Screvane,
deputy mayor of New York City; Dr.
Harry D. Gideonse, president of Brook-
1yn College; and Mr. Raymond C. Deer-
ing, executive vice president of Hanover
Trust Co. In the absence of Mayor
Robert F. Wagner, Chairman Re pre-
sented these recipients and awarded
them the Bill of Rights Day citations.

Mr. Speaker, the statements of each
of these men on the meaning and im-
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portance of the Bill of Rights are par-
ticularly noteworthy. For, by their per-
sonal accomplishments, they themselves
constitute a living tribute to, and an
exemplification of, the highest ideals of
personal, civic, and political liberty en-
shrined in our Bill of Rights.

It is in the spirit of Dr. Re’s remarks
calling for the attention of all Ameri-
cans to the remarkable handiwork of
the framers of our Constitution that
made possible our American way of life,
that I wish to offer these remarks to
the people of our Nation. I am happy
to join in the spirit of Bill of Rights Day
by bringing to the attention of my col-
leagues and fellow Americans the tribute
to our Bill of Rights by each of these
outstanding Americans.

Mr. Speaker, the proceedings of the
ceremony are as follows:

REMARES oF Hon. Epwarp D. RE, CHAIRMAN,
ForReIGN CLAIMS SETTLEMENT COMMISSION
oF THE UNITED STATES ON THE OCCASION OF
THE AMERICAN BIiuL oF RIGHTS Day OsB-
SERVANCE, Crry HaLL, NEw York CiTy, FRI-
pAY, DECEMEBER 15, 1961

This ceremony, in recognition of the 170th
anniversary of the ratification of our Bill
of Rights, 1s an occasion for profound thanks-
giving to Almighty God and to the patriotic
men whose wisdom and foresight gave to
America a legacy of liberty and freedom. It
is in this spirit that we, as Americans, do
well to give public expression of our grati-
tude to the framers of our Constitution for
their remarkable handiwork that has made
possible our American way of life founded
upon the solid bedrock of equality and jus-
tice for all.

It is indeed appropriate and necessary that
we are reminded in this solemn manner of
the priceless heritage that they thereby made
possible for themselves and for all future
generations. And when the origins of this
heritage, and the freedoms that it assures,
are obscured by the passing of time or atti-
tudes of indifference and dispassion, a cere-
mony commemorating the ratification of the
Bill of Rights assumes special importance
and significance.

THE MEANING OF THE BILL OF RIGHTS

It is befitting to be reminded that it is the
Bill of Rights that forms the foundation of
our civil and political liberties and is the
supreme law of the land which guarantees
the personal freedoms of all Americans, re-
gardless of one's station in life, religion, or
the accidents of race, color, or national
origin. It serves a valuable purpose to recall
that it is the Bill of Rights that furnishes
the moral influence and the legal authority
for the equality of treatment and equality
of opportunity enjoyed by all Americans.

It is therefore fitting that the anniversary
of the ratification of the first 10 amend-
ments to the Constitution, our Bill of Rights,
should be remembered by the Nation that
for 170 years has reaped the immeasurable
blessings of life and liberty that are en-
shrined in that charter: freedom of religion,
freedom of speech, freedom of the press, free-
dom of assembly, and the free right to peti-
tion the Government for a redress of griev-
ances.

Those who have long enjoyed these free-
doms must never forget that men have
gained them only after great struggle, and
have died to preserve them. We who have
seen these rights and privileges lost in other
continents and countries can now better ap-
preciate their true meaning and the empti-
ness of life without them.

By these realizations we are strengthened
in the unalterable determination that in
America such rights and privileges will never
be lost, curtalled, or weakened.
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BIGNIFICANCE OF THE BILL OF RIGHTS AWARDS

The American Bill of Rights Day Assocla-
tion is today extremely proud of the distin-
guished recipients of the Bill of Rights Award
for the year 1961. In honoring the Honorable
Adlal E. Stevenson, this country's Ambas-
sador to the United Nations, for his public
record as statesman and leader which stands
as a monument of achievement and dedica-
tion to the principles enshrined in the Bill
of Rights—in paying tribute to the Honor-
able Paul R. Screvane, deputy mayor of New
York City, for his understanding and devo-
tion to the ideals expressed in the Bill of
Rights in both public and private life—in
citing Dr. Harry D. Gideonse, the president
of Brooklyn College, for his dedication to our
way of life and our system of public higher
education which has developed the great
municipal college in Brooklyn, and greatly
advanced the cause of education in the State
and the Nation—in honoring Mr. Raymond
C. Deering, executive vice president of
Manufacturers Hanover Trust Co., for
his contribution as an outstanding banker,
financier, and philanthropist—the American
Bill of Rights Day Association has singled
out outstanding Americans whose achieve-
ments in their respective fields symbolize
true Americanism and illustrate the great-
ness that may be achieved in a free society
founded upon our Bill of Rights.

THE UNIVERSAL DECLARATION OF HUMAN RIGHTS

It is also significant that this Bill of
Rights Day celebration by the people of New
York City follows the 13th anniversary of the
adoption of the Universal Declaration of
Human Rights by the United Nations General
Assembly. This great declaration also stands
as a permanent testimonial to the undying
quest of all mankind for eivil, political, and
personal liberty. And to us assembled here
today, it is indeed a humbling thought to
realize that this universal declaration—em-
bodying the ultimate ideals and goals of all
mankind—is itself founded upon our own
Bill of Rights and our own Declaration of
Independence. The legacy of our Bill of
Rights thus deserves not only our debt of
gratitude, but that of all mankind.

May we therefore depart from this solemn
ceremony with the renewed determination to
strive to extend to all people the freedoms
and libertles that we have secured for our-
selves. Only thus may it be said that we
are truly worthy of the benefits that we reap
from the past—and the responsibilities that
we owe to the future.

THE BILL OF RIGHTS DAY MESSAGE OF PRESIDENT
JOHN F. KENNEDY

Distinguished guests, honored recipients,
ladies and gentlemen, and fellow Americans,
it is my honor at this time to read the mes-
sage of the President of the United States
and to extend the President'’s congratulations
to the award recipients. The President's
message reads as follows:

“Twenty years ago President Roosevelt
proclaimed the first Bill of Rights Day to
remind us of our heritage of freedom and our
charter of liberty.

“In our complex and difficult world today
it is more important than ever to keep in
mind this document of democracy. :

“To the schoolchild, the words of the Bill
of Rights only begin to have meaning—his
concept of our country is just growing. To
the lawyer, each phrase has its elaborate
history of constitutional development and
refinement. But to most of us, the Bill of
Rights means freedom. It is a document
whose four corners hold the ideas by which
we live and for which many have given their
lives,

“It is particularly fitting that the Bill of
Rights Day Assoclation has selected this day
to honor a group of distinguished Americans.
Please extend my congratulations to Gov-
ernor Stevenson, Paul Screvane, Dr, Harry
Gideonse, and Raymond Deering.”
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PRESENTATION OF THE RECIFIENTS OF THE
BILL OF RIGHTS DAY AWARDS

Ladies and gentlemen, at this time it
would be my great privilege and pleasure to
introduce to you the mayor of the city of
New York. Traditionally it has been Mayor
Wagner who has made the presentation of
the awards to the respective recipients. This
year the mayor cannot be with us and there-
fore I normally would have had the equally
great pleasure of introducing the deputy
mayor who, as we all know, presently enjoys
the additlonal title of president-elect of the
city council. But as it develops, the deputy
mayor, Mr. Screvane, is also one of the re-
ciplents of this year's Bill of Rights Awards.
Therefore, it will be my added privilege to
present to this audience the recipients of
this year's Bill of Rights Awards and to read
the citations.

I will therefore ask Governor Stevenson
to kindly rise while I read the citation that
is printed on this award:

CITATION, 1961 BILL OF RIGHTS DAY AWARD TO
HON. ADLAI E. STEVENSON, U,5. AMBASSADOR
TO THE UNITED NATIONS
“The Honorable Adlai E., Stevenson, U.S.

Ambassador to the United Nations, whose
wide interest and wholehearted participa-
tion in the eivic and political life of the
community, State and Nation have helped
make our country a better place in which
to live; whose understanding and devotion
to ideals expressed in the Blll of Rights as
exemplified in his public life have won for
him the everlasting appreciation of all Amer-
icans; whose public record as Governor and
Ambassador is a monument of achievement
and dedication to the principles enshrined
in the Bill of Rights; whose keen awareness
of the true responsibilitles of Government
have made possible a better appreciation
of the American way of life in the interest of
world peace and understanding.”

Ladies and gentlemen, the Honorable
Adlal E. Stevenson.

Governor STEVENSON. Professor Re, Mr,
Screvane, Dr. Gideonse, and Mr. Deering,
ladies and gentlemen, I count this a very
great honor that you have done me this
morning. I am also profoundly flattered by
the inscription on this citation that you
have just read. I take great pride and satis-
faction that you consider me worthy of such
sentiments. It is not, however, this citation
alone which is my prinecipal satisfaction
today. It is the fact that here in New York,
and throughout the country as well, Amer-
icans are once again observing the anniver-
sary of one of the most precious jewels in
our country's crown. Our farms and our
factories may give us our living, but the
Bill of Rights glves us our life. So I am
happy to join with you today, not only in
observance but also in a rededication. To
me, any celebration of the Bill of Rights is
an occasion for pledging ourselves anew
to the principles which it affirms. For the
true glory, I suspect, of our Bill of Rights
and our Constitution is not in the words
that were written 170 years ago, but in the
deeds—the sometimes difficult deeds—that
we perform under its mandate, today and
every day. Thank you, Dr. Re.

CITATION, 1961 BILL OF RIGHTS DAY AWARD TO
HON. PAUL R. SCREVANE, DEPUTY MAYOR OF
NEW YORK CITY

Dr. RE. Thank you very much, Governor
Stevenson. I wonder if I may call upon
Deputy Mayor Paul R. Screvane to rise while
I read the citation inscribed on his award:

“Hon. Paul R. Screvane, deputy mayor of
New York, whose wide interest and whole-
hearted contributions to the civiec and gov-
ernment life of our city have helped make
New York City a better place in which to
live; whose awareness of the responsibilities
of government has resulted in numerous im-
provements and betterments for the com-
mon welfare; whose understanding and de-
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votion to the ideals expressed in the Bill
of Rights as exemplified in his public and
private life have won for him the everlast-
ing appreciation of all Americans in general
and all New Yorkers in particular.”

Ladies and gentlemen, the Honorable Paul
R. Screvane.

Deputy Mayor ScrevaNe. Thank you very
much, Professor Re. Ambassador Stevenson,
Dr. Gildeonse, Mr. Deering, distinguished
guests, ladies and gentlemen, I am especially
honored to receive this citation today in this
beautiful room here in city hall, a buillding
which is part of the heritage of our great
city of New York. This is a work of art.
Ambassador Stevenson earlier, when he was
in my office, prayed the day doesn't come
when the bulldozers might take care of this
magnificent structure.

We look upon the Bill of Rights as our
most precious gift, one which sets the frame-
work for the freedoms we enjoy here today.
As we preserve all of the great works of our
country—written words, structures—I think
this is the opportunity, on a day such as this,
to rededicate ourselves and to fight with
everything at our command, to see that these
cherished rights are preserved here, in our
own beloved United States, and, insofar as is
humanly possible, are granted to all the peo-
ples of the world. Certainly, 1t is appropri-
ate, at this time, as we view the international
scene and we see nation after nation in
which these fundamental rights have been
destroyed, to reaffirm our faith in our coun-
try and, as the Ambassador said, to rededi-
cate ourselves, so that our country will never
suffer the same fate as those imprisoned be-
hind the Iron Curtain. This can only come
about by the sincere and dedicated effort of
our American people. We must start, very
obviously, with our children in the schools.

I am honored, I am delighted to be singled
out to receive this citation today and to par-
ticipate in these magnificent ceremonies. I
want especially to thank our talented singer
who rendered the national anthem and our
great department of sanitation for the won-
derful music they have provided today.
Thank you very much.

CITATION, 1061 BILL OF RIGHTS DAY AWARD TO
DR. HARRY D. GIDEONSE, PRESIDENT OF THE
EROOKLYN COLLEGE
Dr. Re. Thank you very much, Deputy

Mayor Screvane. Will Dr. Harry D. Gideonse

please rise while I read the citation inscribed

on this award:

“Dr. Harry D. Gideonse, president of the
Brooklyn College, whose leadership, wide in-
terest and wholehearted participation in the
civic and cultural life of the city of New
York and of the Nation have helped make
our community and Nation a better place in
which to live; whose dedication to the Amer-
ican way of life and to our system of public
higher education helped to develop the very
best talents of all students in a great muniei-
pal college In the Borough of Brooklyn;
whose awareness of the responsibility of gov-
ernment in the field of higher education has
helped to fulfill America's promise of equal-
ity of opportunity to all; whose qualities of
heart and mind and dedication to the prin-
ciples of equality and justice for all have
earned for him the gratitude of all Ameri-
cans."

Ladies and gentlemen, President Gideonse
of Brooklyn College.

Dr. GipeEonNsE. Mr., Chairman, honored
guests, I came here to listen and not to
speak. The Bill of Rights is the most im-
portant part of the Constitution. To men
like Thomas Jefferson its addition to the
Constitution was a condition of his willing-
ness to accept the Constitution itself. Jef-
ferson and those who thought and felt the
way he did, were somewhat frightened at the
possibility of democratic government becom-
ing despotic. Jefferson used to speak of un-
qualified democracy as majoritarian despot-
ism, and he wanted a Bill of Rights to insure
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that the sheet anchor of individual freedom
would be part of the Constitution itself.

The Constitution should say, as it does in
the Bill of Rights, that there are certaln, to
the individual, sacred freedoms concerning
which the majority was not even to discuss
the possibility of legislative control of the
minority. This is the document that we are
honoring here today and I am very happy
with the Deputy Mayor’s comparison with
the architecture of this building. The Bill
of Rights is—like the bullding—something
that has come as the development of a tra-
dition over time, every word in it clarified
by controversy, by political and legal strug-
gle, by sacrifice even of life in the process
of clarifying what it means to us today.

De Tocqueville once said “freedom is my

on."” Freedom has been a passion to me
all of my life and I am very happy to see in
this citation a recognition of the work of a
team of colleagues in bullding an institution
that is, I hope, today a tower of strength
because we have succeeded in making a
reality of the equality of opportunity that
is the foundation of all the aspirations of
the citizens of a free society.

Thank you, sir.

CITATION, 1861 BILL OF RIGHTS DAY AWARD TO
MR. RAYMOND C. DEERING, EXECUTIVE VICE
PRESIDENT, MANUFACTURERS HANOVER TRUST
co. :

Dr. Re. Thank you very much, President
Gideonse. May I ask Mr. Raymond C. Deer~
ing to rise while I read his citation:

“Mr. Raymond C. Deering, executive vice
president, Manufacturers Hanover Trust Co.,
whose wholehearted and dedicated interest in
community affairs has earned for him the
appreciation and gratitude of the people of
the city of New York; whose administrative
and managerial skills and talents have
helped develop a great banking institution
in the city of New York for the benefit of
the entire community; whose keen awareness
of the needs of his fellow man has caused
him to give of himself to such an extent that
he truly deserves the recognition due an out-
standing banker and philanthropist.”

Ladies and gentlemen, Mr. Raymond C.
Deering.

Mr. DEERING. Thank you, Professor Re. Mr.
Ambassador, Mr. Screvane, Dr. Gideonse,
ladies and gentlemen, it is indeed a high
honor to recelve this citation. Although at
first banking may seem somewhat remote
from the Bill of Rights, our American system
of free enterprise, of which our free, competi-
tive banking system is an essential part,
could not exist without the fundamental
guarantees of individual liberty provided by
the 10 original amendments to our Consti-
tution. If anyone is not aware of the im-
portance of the Bill of Rights, let him read
the press reports about life behind the Iron
Curtain where the individual has no rights,
and about the thousands of people who risk
their lives to escape to freedom. To be sure,
there is banking in those countries, but it
isn’t our kind of banking, because it isn't
free enterprise. Free enterprise has made
our Nation great, and will keep it great as
long as the Bill of Rights endures. Thank
you.

Dr. RE. Thank you very much, Mr. Deer-
ing. Ladies and gentlemen, it is my honor
at this time to call upon Rabbi Elihu Michel-
son of the Jewish Welfare Board, to deliver
the benediction. Rabbl Michelson,

BENEDICTION ON THE OCCASION OF THE BILL OF
RIGHTS DAY CEREMONY, DELIVERED BY RABBI
ELIHU MICHELSON OF THE JEWISH WELFARE
BOARD
Rapsr MicHELSON. O God, and God of our

fathers, we ask Thy blessing upon those of

us gathered here, upon our city, State and

Nation. May this great country ever pro-

mote Thy kingdom on earth, may it be a

mighty advocate of justice, freedom, and

peace among men. All men created in Thine
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image thereby have innate worth and dig-
nity. Make us sensitive to their rights as
Thy children. So may we be worthy of Thy
blessing now and in the long years which
are to come, 50 may we help bring glory to
Thy name, until the time when nation shall
not lift up sword against nation neither
learn war any more. Let us all say amen,
CONCLUDING STATEMENT OF DR. EDWARD D. RE

Dr. Re. Ladies and gentlemen, this con-
cludes the ceremony. However, I would like
to thank not only all of the distinguished
ladies and gentlemen that have come here—
some from Washington, others from near
and some from far—but also the teachers
from our public schools and our private
gchools that brought so many of their pupils
here. I am very grateful for the cooperation
that the association receives annually and
I would like to thank once again Captain
Rossini for having given so much of him-
self In having made this ceremony possible,
Ladies and gentlemen, our final thanks are
to Commissioner Frank J. Lucia and to Mr.
John M, Celebre through whose good offices
we are permitted to hear this beautiful
musle. Ladles and gentlemen, thank you
very, very much.

Lightning on the Left

EXTENSION OF REMARKS

HON. DURWARD G. HALL

OF MISSOURI
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 29, 1962

Mr. HALL. Mr. Speaker, under leave
to extend and revise my remarks I wish
to insert my “Report from Washington”
dealing with the issue of “Lightning on
the Left:

While a great deal of attention has been
focused on the so-called thunder on the
right, the nation has received very little in-
formation regarding the lightning on the
left.

Consider the recent publication of a book
by Doubleday entitled “The Liberal Papers.”
Written by 12 Democrat Congressmen, here
are a few of the foreign policy recommenda-
tions advanced by its authors:

Recognition of Red China and her admis-
sion to the U.N.; Recognition of Red China's
claim to Formosa and the Pescadores; finan-
cial aid for Red China; Expulsion of West
Germany, Italy, Scandinavia, and France
from NATO; shutdown of American missile
bases in Europe; Invitation to Russia to plug
in on a bidirectional DEW line (our radar
warning network against nuclear attack).

The Communists, in their wildest dreams,
never hoped for such concessions.

Still another quote from *“The Liberal
Papers":

“As the cold war continues, it becomes in-
creasingly difficult for decent Americans,
humane enough to prefer peace to an egocen-
tric national honor, to be outspokenly and
genuinely anti-Communist.”

The sponsors of these incredible views in-
clude Chester Bowles, Presidential foreign
policy adviser; Mr. Wolf and Mr. Johnson,
who are officials of AID (Agency for Interna-
tional Development); and Marcus Raskin, an
employee of the National Security Couneil,
our highest level strategic planning agency.

Still another example of lightning on the
left can be found in the recent policy posi-
tion by the Americans for Democratic
Action:

“The administration should press forward
with its proposed agreement banning at-
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mospheric tests without inspection. Inspec-
tion at this time should not be made a con=
dition of agreement.”

It seems the ADA has forgotter. that we
did participate in such an agreement with
Russia, and that they brazenly broke this
agreement last October with over 40 nu-
clear blasts Including a 58-megaton super-
bomb.

The ADA policy is far to the left of the
instructions given to the disarmament nego-
tiating team now representing this ad-
ministration at Geneva. These instructions
make inspection an absolute essentlal for
any further nuclear test bans, and are basic-
ally sound.

Some of the other ADA policles call for:
recognition of Communist China and its
admission to the U.N.; shipment of surplus
foods to Red China and a removal of trade
barriers with that country; and a hands-off
policy toward Cuba.

ADA has vigorously opposed all ald to
Spain while in the same policy statement
it has supported aid, including military
equipment, to Tito's Yugoslavia.

ADA has condemned what It called the
imperialist policies of the Netherlands and
called for a cutoff of aid to the Dutch, but
it has remained strangely silent about
Indian aggression agalnst Goa, Communist
aggression against South Vietnam and
Indonesia.

None of the persons assoclated with
“Thunder on the Right” hold any positions
of executive responsibility in Government,
and those in the “irresponsible fringe" are
hardly in a position to eflect national
poliey.

On the other hand, the 35 ADA'ers in key
administrative positions includes: Arthur
M. Schlesinger, Jr., Presidential adminis-
trative assistant and a former national ADA
chairman; Chester Bowles, Special Adviser
to the President on Foreign Policy; G.
Mennen “Soapy’” Williams, Assistant Sec-
retary of State for African Affairs; Philip
H. Coombs, Assistant Secretary of State for
Educational and Cultural Affairs; Jonathan
B. Bingham, U.S. Representative on the U.N.
Trusteeship Council; J. Eenneth Galbraith,
U.8. Ambassador to India; James Loeb, U.S.
Ambassador to Peru; Abraham Ribicoff,
Secretary of Health, Education, and Welfare;
Orville Freeman, Secretary of Agriculture;
Theodore C. Sorenson, Special Counsel to
the President; and Arthur Goldberg, Secre-
tary of Labor.

The policy’s advocated by the ADA and
“The Liberal Papers” are reflected daily in
important administration decisions.

Consider for example our virtual with-
drawal from Laos, our 7-month delay in
resumption of nuclear tests following the
Russian test series of last October, sharply
increased frade with the Communist bloc
during the past year, continued foreign aid
to such countries as Poland and Yugoslavia,
our failure to act decisively following
Brazil's confiscation of American property
a month ago, the action of the President
last April lifting regulations to curtail free
mail delivery of Communist propaganda,
substantial American contributions to
varlous U.N. agencies which furnish direct
financial and technical assistance to Com-
munist countries including Cuba, our U.N.
vote agalnst Portugal with the possible re-
percussions against our use of the vital air
base in the Azores, and s0 on * * * ad
infinitum.

Certainly rightists are not always right
and should exercise more responsibility than
has been evidenced on some occasions in
the past, but they are not in power or in
position to damage good government. Has
the time not come when the Washington
press corps should awaken to the lightning
on the left?
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Foreign 0il Imports

EXTENSION OF REMARKS
OoF

HON. ELIZABETH KEE

OF WEST VIRGINIA
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 29, 1962

Mrs. KEE, Mr. Speaker, yesterday the
very able and distinguished Director of
the Office of Emergency Planning, Mr.
Edward A. McDermott, assured the Na-
tional Coal Policy Conference that his
Office is maintaining a constant surveil-
lance of the mandatory oil import con-
trol program., While I can appreciate
that Mr. McDermott's position in this
regard is confined to the national se-
curity aspects of imports and their ef-
fect on domestic fuel capacities, I think
it important that the OEP acquaint it-
self with the full impact of residual oil
imports on America’s coal mining com-
panies.

Many mines in West Virginia are
working only 2 or 3 days a week; gov-
ernmental studies would therefore be in-
clined to assume that these mines would
be ready for full production in the event
of an emergency. The fact is that some
of the mines not working regularly may
be close to the breaking point and could
go out of business on extremely short
notice. Perhaps the quickest way for
Mr. McDermott to familiarize himself
with these implications of the national
fuels problem would be to note carefully
the statement presented to the House
Ways and Means Committee last week
by the Honorable Thomas Kennedy,
president of the United Mine Workers
of America. Mr. Kennedy, using sta-
tistics that were compiled in the bitter
experience of mine closures and layoffs
that have plagued coal-producing States
for a decade and a half, warned that the
recent increase in residual oil import
quotas is another step toward what he
called the eventual destruction of the
coal industry in America.

It is a dangerous and disheartening thing
to witness the gradual but rapidly accelerat-
ing disintegration of the coal industry and
the States that depend upon that industry
for a livelihood—

Mr. Kennedy said.

Mr. Speaker, under prevailing condi-
tions, international oil interests are liter-
ally dictating how much employment
will be available in West Virginia's min-
ing areas. As shown in Mr. Kennedy's
testimony, these imports are expropriat-
ing—or confiscating—3 million man-
days of work for coal miners annually.
When losses to railroads and other af-
fected industries and businesses are
added to the damage that foreign oil has
inflicted on the coal industry, the impact
on West Virginia's overall economy is
staggering. Since 1947, when the first
danger signs of the deadly effects of for-
eign oil on the American economy first
were cited over the Atlantic coastline, a
total of 2,172,227,000 barrels of residual
oil entered U.S. markets. That figure
includes shipments through last Decem-
ber 31 and does not include the more
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than 60 million barrels that have already
arrived at our ports thus far this year.
In those 15 years, the floods from foreign
refineries into east coast fuel markets
amounted to more than one-half a bil-
lion tons of coal in energy equivalent.
A very high percentage of that coal
would have been mined in West Virginia,
the Nation’s foremost coal-producing
State and prineipal supplier to New Eng-
land and the other seaboard fuel
markets.

Now that the Ways and Means Com-
mittee has heard Mr. Kennedy's story of
distress directly attributable to residual
oil imports, I hope that the new trade
bill will contain guaranteed protection
for the economy of -coal-producing
States. A reduction in imports is im-
perative so far as West Virginia is
concerned.

I commend to your attention the re-
marks of Mr. Kennedy before the Ways
and Means Committee. They will be in-
cluded when the report is ready and I
trust that my colleagues will be watching
out for it. His prepared statement,
which was made available to a number
of Members of the House and Senate,
was an excellent presentation in itself,
yet he contributed so much other infor-
mation extemporaneously that the en-
tire testimony should be studied care-
fully. I am sure that the office of Mr.
McDermott can also profit handsomely
from Mr. Kennedy's remarks. In gain-
ing this information, the Office of Emer-
gency Planning will be much better
equipped to carry out its stipulated
duties with regard to protecting the abil-
ity of the United States to provide the
increased energy that will be necessary
in any emergency.

Central Ohm Public Opinion Poll

EXTENSION OF REMARKS

HON. SAMUEL L. DEVINE

OF OHIO
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. DEVINE. Mr. Speaker, under
leave to extend my remarks, I am includ-
ing in the CONGRESSIONAL RECORD my
periodic newsletter dated March 28,
1962.

This newsletter gives the results of a
public opinion poll reflecting the views
of some of the people from the central
Ohio area.

Twenty thousand questionnaires were
mailed and 6,318 persons answered.
This again demonstrates the keen in-
terest of Ohioans in the affairs of this
National Government.

Dear Frienp: The temperature is increas-
ing here in Washington, not only with the
arrival of spring and cherry blossoms
budding, but in the legislative halls as more
bills emerge from the committees for debate
and vote.

By the time you receive this second news-
letter of 1862, the controversial omnibus
tax bill should be disposed of by the House.
This legislation has been considered for
weeks in the Ways and Means Committee,
and now the Rules Committee has granted
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a closed or *“gag"” rule which means there
will be 8 hours' debate, but no amendments
are permitted.

This “gag" rule could very well spell doom
for this proposal because there are at least
three areas, including the 20 percent with-
holding tax on dividends, interest, and sav-
ings, which should be reexamined. (On
this latter subject, I have received nearly
3,000 letters in the last 3 weeks, and only
7, thus far, favor this provision.) In its
present form, I intend to vote against this
bill.

Spending continues to dominate the think-
ing in Washington. It looks like this fiscal
year will end June 30 with a deficit ap-
proaching $10 billion. In case there is any
doubt, deficit means your Government is
spending a great deal more than it is taking
away from you In taxes; this is often called
fiscal irresponsibllity and properly so.
There are several ways to solve this problem:
Raise taxes or reduce expenditures. I am
sure the latter course is much more appealing
to you as you have so often expressed in
your letters to me for over 3 years.

After the Revenue Act of 1962 is concluded
this week, we will have the routine appro-
priation requests, together with many of the
bills proposed by the President. The foreign
aid bill will request nearly 85 billion, but the
final amount is purely speculative at this
time.

Reciprocal trade and related tariff matters
have been in hearing since March 12, again
before the Committee on Ways and Means.
With the European Common Market, the
trade policies of this country must be closely
reviewed to determine what is in the best
interest of the wage earners, business, and
the whole economy of our Nation. There is
also the important underlying issue of a fur-
ther transfer of power from the legislative
to the executive branch of the Government.
Without question, this is the most impor-
tant legislation facing this sesslon of the
B8T7th Congress.

Further, the much publicized medical care
legislation is pending before the Ways and
Means Committee. Much has been claimed
relative to the benefits senlor citizens will
receive under the King-Anderson bill (H.R.
4222). In fact, there will be a Cecil B. De
Mille-type extravaganza produced in Madison
Square Garden, N.Y.,, May 20, by the pro-
moters of the compulsory soclal security-type
program. Everyone is certainly entitled to
express his opinion as to the merits of any
proposed legislation; and, in order that there
be no misunderstanding of the King-Ander-
son bill, you should know it does not pay
for physicians’ services at home, office, or
in hospital; it does not pay surgeons’ bills;
it does not pay for dental care; it does not
pay for drugs and medicines outside of hos-
pital or nursing home; it does not provide
your exclusive cholce of diagnostic physi-
cians; it does not provide any benefits for
over 4 million senior citizens who are not
receiving benefits under social security. It
does provide hospital and nursing home care,
but the recipient must pay a minimum of $20
and a maximum of $90 on the basis of $10
a day for each of the first 9 days.

The return of questionnaires on the pub-
lic opinion poll which accompanied the Jan-
uary 17 newsletter was another demonstra-
tion of the keen interest central Ohio people
have in the affairs of their Government—
the response of 31.6 percent, which is well
above the congressional average. Many of
you have requested the results of the poll
which I am happy to set forth below:

1. Medical, hospital, and nursing benefits
for senior citizens compulsory social security
system: Yes, 21.4 percent; no, 70.56 percent;
undecided, 8.1 percent.

2. Federal ald to education on public
school level: Yes, 18.5 percent; no, 77.1 per-
cent; undecided, 44 percent, Private or
parochial school level: Yes, 5.1 percent; no,
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92.1 percent; undecided, 2.8 percent. College
level: Yes, 23.7 percent; no, 674 percent;
undecided, 8.9 percent.

3. Authorize Presldent to purchase $100
million in United Nations bonds: Yes, 10.8
percent; no, 81.6 percent; undecided, 7.6 per-
cent.

4. Increase in postal rates of 25 percent to
meet Post Office deficits: Yes, 49.7 percent;
no, 41.6 percent; undecided, 8.7 percent.
(Passed House, now in Senate.)

5. Free mailing of Russian propaganda as
matter of reciprocity: Yes, 3.8 percent; no,
93.6 percent; undecided, 2.8 percent. (Re-
jected in House, now in Senate.)

6. Foreign aid to Communist controlled or
satellite countries: Yes, 3 percent; no, 942
percent; undecided, 2.8 percent. Neutral
countries: Yes, 30.9 percent; no, 56.5 per-
cent; undecided, 12.6 percent. NATO coun-
trles: Yes, 62.5 percent; no, 25.2 percent; un-
decided, 12.3 percent.

7. Create Department of Urban Affairs and
Housing: Yes, 9 percent; no, 80.9 percent;
undecided, 10.1 percent. (Rejected by House
by vote of 264-150.)

8. Relaxation of tariffls and trade restric-
tions: Yes, 24.8 percent; no, 56.1 percent; un-
decided, 19.1 percent.

9. Shipping exports such as surplus foods,
ball bearings, jet airecraft, locomotives, etc,,
to Communist controlled or satellite coun-
tries: Yes, 3.3 percent; no, 94.7 percent; un-
decided, 2 percent.

10. Continued nuclear testing by U.S. Gov-
ernment: Yes, 85.7 percent; no, 8.3 percent;
undecided, 6 percent.

The following persons from our area have
visited our Washington office since our last
newsletter: John E. Compson, Mrs. Evaline
Grant, Mrs. J. 8. Summer, Mary Louise Bris-
coe, Herbert G. Davis, Cameron E. Williams,
Ruth Hill, Lucille Walston, Evan E. Williams,
William 8. and Richard Rambo, Mr. and Mrs.
Harry Hofhelmer and sons Steve, Cralg, and
John, Enoch R. Rust, Howard P. Chester,
R. F. Dreyer, A. E. Dewey, Mr. and Mrs, George
A. Roberts, Fred Presutti, Daniel H. Dunbar,
Tim A. Wilder, George W. Rowe, Victor E.
Vaile III, Richard 8. Mann, Jim Burtch,
Thomas Palmer, Melinda EKuntz, W. M.
O'Neill, Jr., O. E. Anderson, Mr. and Mrs.
Earl L. Hamilton, Martha Bush Park, Mr.
and Mrs. Ernest W. Moser, Atlee J. Reeb, Mr.
and Mrs. George D. Sriner, Bernard and
Fred Davidorf, H. O. Parker, John W. Baker,
John E, Senn, Richard I. Eldson, Joe Linville,
Clyde Mann, Herschel White, Mr. and Mrs.
Andrew J. White, Jr., Julie Kraft.

Mike Lewis, Byron Miesse, John Hines,
Scott P. Burns, Dr. and Mrs. James J, Hughes,
Pat Hone, Alan Norris, Richard H. Hamilton,
Mr. and Mrs. Raymond A. Jacobs, Lynn W.
Turner, Nancy L. Wesney, T. Ed. Waller,
Marcus Long, Phil O'Day, F. M. Smetz, Jack
Welch, Willlam W. Stansbury, Guy Morri-
son, Ray E. Armstrong, Carl M. Poston, Jr.,
Dean W. Simeral, Stan Andrews, Mr. and
Mrs. Harry Linebaugh and Harriet, F. W.
Boulger, George Hahn, C. P. Sullivan, E, Pad-
gette, F. W. Armstrong, Cynthia and Judith
Yenkin, Vera L. Reynolds Tedrick, Susie M.
Greenidge, Gary L. Jones, L. S. Rinehart, H.
Joel Teaford, Mrs. James B. Campbell and
Joan, Mr. and Mrs. Richard K. Hood, Mr, and
Mrs. Joseph De Vennish and Joe, Julio, and
Suzie, Mrs, J. C. Reddington and Bill, David
D. White, John Moses, Donald H, Williams,
Carter and Mrs. P. 8. Jastram Whitney, Gil-
bert Coddington, Willlam E. Grabiel, Robert
H. Foster, Mr. and Mrs. Monroe Courtright,
Robert E. Marshall, Floyd W. Will, Jerry L.
Snowden, George W. Roloson, George U. San-
derson, W. Perry Rawn, Jack Cummins,
Dwight W. Motis, Jack Teller, Charles E.
Laird, Bert Ebright, E. F. Evans, Ralph Con-
nell, William H. Haskett, Jack Cornish, E.
Paul Howard, Paul S. Glawa, Lee Cook, Lind-
say Evans, J. F. Harner, D. R. Foltz, W. L.
Walker, C. W. Watts, J. W. Lehman, W. B.
Marshall, R. G, Parkinson, Herbert T. Olpp,
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J. Merle Brill, Willlam E. James, W. V. Ash-
ton, Richard E. Morris, Walter B. Harpule,
Jack E. Gordon, Richard C. Arnold, M. G.
Kearns, and J, D. Solt.
Sincerely,
SamueL L. DEVINE,
Member of Congress.

Federal Aid to Education Must Reach
All Our Young People

EXTENSION OF REMARKS

HON. JACOB H. GILBERT

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. GILBERT, Mr. Speaker, I am
ineluding in the CONGRESSIONAL RECORD
my statement to the Committee on Edu-
eation and Labor on the important sub-
ject of Federal aid to education, showing
that continued Federal support of edu-~
cational institutions which do not com-
ply with constitutional prineciples is un-
conscionable and should be stopped
without further delay:

SraTeMENT oF HoN. Jacos H. GILBERT, OF
NEw YORK

Mr. Chairman and members of the Com-~
mittee on Education and Labor, your com-
mittee has under consideration my bill, HR.
668, which would provide that Federal aid be
withheld from schools which discriminate
between students by reason of their race,
color, religion, ancestry, or national origin.

I appreciate the opportunity to speak in
favor of this vitally needed legislation and
to urge your support and favorable action.

In his message to the Congress concern-
ing ald to education, President EKennedy
stated: “Our progress as a nation can be no
swifter than our progress in education. Our
requirements for world leadership, our hopes
for economic growth, and the demands of
citizenship itself in an era such as this all
require the maximum development of every
young American’s capacity.” Please note
the words “every American.” They include
Negroes, Puerto Ricans, and members of all
minority groups in the United States now
denied educational opportunities.

Your committee approved a $3.3 billion bill
to help build public school classrooms and
pay their teachers. There is another bill
pending, providing for Federal aid to higher
education which would cost many additional
millions. Last year the National Defense
Education Act was extended and broadened,
and this authorized Federal expenditure of
more than a billion dollars. In 1961, the
Federal Government was obligated to ex-
pend $487,704,470 under our various educa-
tion grants-in-aild programs, We should
now take necessary action to insure that all
the young people of this Nation share
equally in the benefits such funds are meant
to provide.

The Supreme Court has decreed that ra-
cial segregation in the public schools is in-
herently unequal, and has observed that the
opportunity for education where the State
has undertaken to provide it, is a right
which must be made available to all on equal
terms.

Under the segregated school system which
has prevailed in many States, Negro chil-
dren are denied the educational opportuni-
ties to which they are entitled. Lack of
educational opportunity is one of the crucial
factors handicapping the Negro in his strug-
gle for equality. Records show that many
are prevented from attending school at all;
their schools are, in the main, small and

CONGRESSIONAL RECORD — SENATE

substandard; their teachers do not have the
training and teaching background demanded
by schools of the white children. Negro
children in numerous localities are required
to travel many miles in order to attend the
nearest Negro school. Obstacles of all kinds
have been placed in the way of the Negro
to prevent him from gaining the necessary
learning which would enable him to reach
his full potential as an educated person.

The practice of denying Negroes admission
to institutions of higher learning is equally
shocking. The report of the Civil Rights
Commission dealing with denial of the equal
protection of the laws in public higher edu-
cation in 1960 is indeed an indictment of
the whole American community. The Com-
mission reported great progress in the past
20 years in eliminating denials of equal
protection, but diserimination continues to
be the pattern in the Deep South, and
Negroes are the principal victims of such
discrimination. The Commission reported
that in Alabama, Georgia, Mississippi, South
Carolina, Florida, and Louisiana, education
for the Negro is indeed separate and un-
equal, not only at the college level but also
in preparation for college, The Commission
stated that “this inferior preparation of the
Negro high school student in the segregated
high school of the South helps perpetuate
the problem of segregation and discrimina-
tion at the college level” and that “educa-
tional deprivation of Negroes is similarly
transmitted from the educationally, eco-
nomically, and culturally deprived parent
to the child.” It is reported that the United
States has permitted southern legislatures
to create separate land-grant colleges for
Negroes and to channel almost all Federal
funds for specific programs in such insti-
tutions to the separate white colleges, In
the allocation of Federal money for research,
for college housing and for educational insti-
tutes, white colleges and white students have
been altogether disproportionate benefici-
aries,

The Commission report concludes that
“the total impact of Federal aid to public
higher eduecation in these States has been
to Increase the discrepancy between the
amounts spent by the States themselves
for white institutions as compared with
Negro institutions.”

The Commission made a clear recommen-
dation that the Federal Government end
financial aid to publicly controlled institu-
tions for higher education which continue
to discriminate on grounds of race, religion,
or national origin.

Congress should provide that all Federal
grant-in-ald programs involving education
are to benefit all our youth, not just one
segment of our population, The discrim-
ination now prevailing in our institutions of
learning based on color, race, religion, or
national origin, must be eliminated.

I maintain that continued Federal sup-
port of educational institutions which do
not comply with constitutional prineiples
is unconscionable, and such support should
be stopped without further delay.

Health Services for the Aged Under
Social Security

EXTENSION OF REMARKS
OF
HON. VICTOR A. KNOX
OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962
Mr. KNOX. Mr. Speaker, there has

been considerable mail coming into my
office regarding medical care for the aged
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under a compulsory approach within the
framework of the Social Security Act.
Some of the letters state that because of
living on a limited income individuals do
not have funds to pay doctor’'s bills and
for the medicine that is prescribed by
physicians, and with the enactment of
the King-Anderson bill such services
would be provided. Because of this ap-
parent misunderstanding of the admin-
istration’s proposed medical eare pro-
gram I devoted the contents of my Mareh
News Report to a description of the
major provisions of this legislation.

Under leave to extend my remarks, I
wish to insert into the REcorp the text
of my report.

The report follows:

HeALTH SERVICES FOR THE AGED UNDER SOCIAL
SECURITY

I have received considerable correspondence
expressing either a pre or con view with
respect to the proposal to provide medieal
care for the aged under a compulsory ap-
proach within the framework of the Social
Security Act. Much of this mail indicates
a misunderstanding of what the Kennedy
administration’s proposal on this subject
would and would not do in the way of cover-
ing medical needs. For this reason I will
devote the contents of this report to a de-
scription of the major provisions of the
administration-proposed King-Anderson bill
which would provide a limited compulsory
health care program.

WHO WOULD BE ELIGIELE

Only persons who have reached the age of
65 and are entitled to monthly social security
benefits would be eligible for services under
the program, There are nearly 4 million
persons over 65 who are not eligible for
social security benefits and who therefore
could not receive medical care under the ad-
ministration’s plan.

WHAT MEDICAL SERVICES WOULD BE PROVIDED

Inpatient hospital services would be pro-
vided up to 90 days. This would include
bed, board, drugs, and other supplies and
services customarily furnished by the hospi-
tal. The patient would pay a deductible
amount of $10 a day for each of the first 9
days with a minimum deductible of $20 and
a maximum deductible of $00.

Nursing home services would be provided
up to 180 days, which would be available
after a patient had been transferred from a
hospital. The services provided by the nurs-
ing home would include bed, board, nursing
services, drugs and other services and which
are customarily provided by such homes.

Home health services would be provided
for up to 240 visits during a calendar year,
which would be furnished by or through a
public or nonprofit agency under a plan pre-
scribed by a doctor, including nursing care,
physical, occupational, and speech therapy,
medical supplies (other than drugs) and ap-
pliances for temporary use, and certain part-
time or intermittent home services,

Outpatient hospital diagnostic services
which are customarily furnished by or
through the hospital to its outpatients for
diagnostic study would be provided with the
patient paying #20 for each hospital out-
patient diagnostic study.

WHAT MEDICAL SERVICES WOULD NOT BE

PROVIDED

The plan would not pay doctor’'s fees ex-
cept to the limited extent they may be cov-
ered as part of a hospital's services. The
services that a patient's private doctor pro-
vides would not be covered. The patient
would pay physician and surgeon fees. Calls
to a doctor’s office and house calls made by
a doctor would be paid by the patient.

No drugs would be paid for unless they are
provided as part of the hospital or nursing
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home services, which would mean that the
prescription of a doctor would still have to
be paid for by an individual. No private
duty nursing services are provided.

There is no coverage for services provided
by mental or tuberculosis hospitals.

In essence what the proposal adds up to is
the payment of the cost of hospital care and
substitutes for hospital care within the limits
prescribed.

FINANCING

The social security taxes now imposed with
respect to an employee would be increased
under the administration proposal by one-
fourth of 1 percent, and three-eights of 1
percent for the self-employed. The taxable
earnings base upon which one contributes
to the social security fund now would be in-
creased from $4,800 to $5,200 a year. An
employee making $100 or more a week at
the present time pays $150 in soclal security
taxes this year, and under the present law
this will increase to $174 next year and reach
a maximum of $222 In 1968—with the em-
ployer paying like amounts. Under the med-
ical care plan, the social security tax for both
the employee and employer would rise to
$201.50 next year and reach a maximum of
$253.560 for each in 1868. The combined
employer-employee rate of soclal security
tax under the President's proposal would
reach a total of 93; percent of payroll on
January 1, 1968, without any further liberal-
ization in the soclal security program beyond
that proposed in the bill. The adequacy of
even this financing arrangement has been
contested by some actuarial experts.

Medicare
EXTENSION OF REMARKS

HON. CLEVELAND M. BAILEY

OF WEST VIRGINIA
IN THE HOUSE OF REPRESENTATIVES
Thursday, March 29, 1962

Mr. BAILEY. Mr, Speaker, under
leave to extend my remarks in the
Recorp, I include the following radio
script under date of March 28, 1962, as a
legislative proposal of the utmost im-
portance to the people of the new First
Congressional Distriet which I am proud
to represent. Each week in my radio
report to my constituents I discuss items
which I believe to be of prime interest
to them. This week I spoke on an item
in the President's legislative program;
the so-called medicare bill, HR. 4222,

The article follows:

MEDICARE

Ladles and gentlemen of the radio audi-
ence, today I would like to discuss with you
one of the most important items of the
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President’s legislative program; the so-called
medicare bill, HR. 4222, It is also known
as the King-Anderson bill.

Every day I get letters from my district
for and against health insurance for the
aged under social security. Often they refer
to the King-Anderson bill—which contains
the President’'s proposal and is before the
Ways and Means Committee of the House,
This mail indicates that most people just
haven't been told the facts about this pro-
posal, so I would llke to discuss today the
need for such a plan, what the King-Ander-
son bill provides, who would be covered by
it, and how the program would be financed.

There are 17 million people in this coun-
try over 65. -Almost 173,000 of them are in
West Virginia. As a group they have low
incomes. As a group they have the most
illnesses and the highest hospital and medi-
cal costs. Their ability to get, pay for and
keep private insurance is less than for any
other segment of the population. Older
people postpone getting the medical care
they need because they just don't have the
money to pay for it. When a catastrophic
illness does strike, it often wipes out the old
persons’ savings, takes his home if he has
one, and drains the finances of his children
and other relatives. No wonder the dread
of being sick is such a worry to the older
folks.

Better ways of helping the aged pay the
cost of health care have to be found. There
is almost complete agreement on that point.
The disagreement comes on what method
will be used. The present administration
believes, and I agree with them, that the
soundest, most inclusive and most efficient
method is to establish a prepald form of
insurance under the social security system.
This is what the King-Anderson bill would
do.

I think we should make it clear from the
beginning. The bill would not provide any
care at all. It would simply provide a way
of paying for care. The benefits spelled out
in the bill are these:

First, it would provide up to 90 days of
inpatient hospital service for each illness.
This would be subject to a deductible
amount—to be paid by the patient—of $10
a day up to 9 days (the minimum deductible
would be $20 and the maximum $90).

Becond, it would pay for up to 180 days
of care in a skilled nursing home after trans-
fer from the hospital. This would be sub-
ject to a maximum of 150 “units of service”
with one “unit” equal to 1 day of hospital
care and 2 days of skilled nursing home
care. For example, if a patient used up all
of his 80 days at a hospital he would be
eligible for only 120 days of nursing home
care.

Third, it would pay the cost of as many
diagnostic services as might be required sub-
ject to a $20 deductible for each diagnostic
study.

Fourth, it would provide up to 240 home
health care visits a year. This includes in-
termittent care and therapy under a plan
established by a physician.
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Now it is obvious that the benefits I have
just named will not include all the costs of
illness, but it will take care of the brunt of
them. Statistics show that it is the hospital
costs that hurt, they make up 70 percent of
the medical expenditures of older people.

Persons eligible for benefits would be all
those 65 and over who are eligible for pay-
ments under social security and the railroad
retirement law. Approximately 144,000 peo-
ple in West Virginia would be immediately
covered because that is the number now in
the social security system. Such eligible
persons have been blanketed in under all
previous amendments to the social security
law.

The plan would be self-financing and self-
supporting. Workers in covered employment
would have their payroll deduction increased
by one-fourth of 1 percent on the first 5,200
of earnings Instead of on the first $4,800 as
is now the case. Self-employed persons
would contribute three-eights of 1 percent.

Some of my letters refer to the Kerr-Mills
program and say, “Let’s stick to that.” Well,
as some of you know, last year West Virginia
made a valiant effort to meet the medical
care needs of our older people through the
Kerr-Mills program. With the Federal Gov-
ernment putting up 80 percent of the cost,
we found we could not afford an adeguate
MAA plan for our aged. So the program went
on the rocks for awhile. Then the State leg-
islature retrenched to a more limited cover-
age. We still don't know how we are going
to come out financially. We do know that
in December only 8,157 persons received MAA
payments and the average payment was
$41.37. I belleve we will still need a Eerr-
Mills program even if we do establish health
insurance under social security. We will
need it because we will have to take care
of those who are truly “medically indigent"
and who will not be eligible under the new
plan. Since B3 percent of those 65 and over
in West Virginia are covered by social se-
curity, we would expect the number to need
MAA under Kerr-Mills to be comparatively
small.

Some of my correspondents berate the
Kennedy proposal as “soclalized medicine.”
Frankly, I think this is nothing but a scare-
word slogan adopted by those who want to
defeat the bill. The bill would provide social
insurance to help retired people to pay some
of the costs of health care just as their pres-
ent social security check helps them to pay
for a roof over their heads and bread and
butter.

I see nothing in the King-Anderson bill
that would affect the physician-patient rela-
tionship. I see nothing which would inter-
fere with the doctor's choice of the hospital
to which he would send the patient. I like
the fact that the old person can receive pay-
ments when he needs care. He wouldn’'t
have to prove poverty or exhaust hard earned
savings. He would simply collect the bene-
fits which he helped pay for during his wage-
earning period and which are his by statu-
tory right. What could be more fair or more
American?

HOUSE OF REPRESENTATIVES
MonpAy, ApriL 2, 1962

The House met at 12 o’clock noon.

Dr. John Hayward, First Baptist
Church, Logan, W. Va., offered the fol-
lowing prayer:

Isaiah 40: 31: They that wait upon
the Lord shall renew their strength; they
shall mount up with wings as eagles;
they shall run and not be weary,; they
shall walk and not faint.
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God of all goodness, grace, and glory
who hath brought us to another day of
decision, grant that Thy purpose and
power might be demonstrated through
these chosen Representatives of our be-
loved Nation.

May their plans and programs not only
find favor in the sight of their fellow
citizens, but may they do that which is
well pleasing in Thy sight as well.

Renew the strength of all that call
upon Thee. Guide, guard, and cleanse
our people and lead us as a nation to
be the servants of mankind. For we ask

this in the name of the One who came
not to be ministered unto but to minis-
ter, even Jesus Christ, our Lord. Amen.

THE JOURNAL

The Journal of the proceedings of
Thursday, March 29, 1962, was read and
approved.

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States was commu-

nicated to the House by Mr. Ratchford,
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