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HOUSE CONSIDERS RESOLUTION
URGING SENATE RATIFICATION
OF THE GENOCIDE CONVENTION

Mr. PROXMIRE. Mr. President, I call
the attention of my colleagues to a reso-
lution which has been introduced in the
other House of Congress. As introduced
on February 8, 1967, by Mr. SEYMOUR
HarLpErRN of New York’s Sixth District,
House Resolution 231 reads:

Resolved, That it is the sense of the House
of Representatives that the United States
should ratify the Convention on the Preven-
tion and Punishment of the Crime of Geno-
cide, which the United Nations General As-
sembly recommended on December 9, 1948,
be ratified by member states.

It is interesting that such a resolution
should be infroduced in the other body
of the legislative branch. Article II, sec-
tion 2, of the Constitution of the United
States reads:

The President . . . shall have Power, by
and with the Advice and Consent of the
Benate, to make Treaties, providing two
thirds of the Senators present concur. . ..

It is the responsibility of this House,
of the 100 of us who comprise the Senate
of the United States, to give our consent
to the ratification of the Genocide
Treaty. And yet, because of our 18 years
of negligence, of shirking our responsi-
bility in this vital field of human rela-
tions, a Member of the other body has
introduced a resolution designed to per-
suade us to take action. Mr. President,
I congratulate Mr. Harpern for his ac-
tion. He is dead right, but such a reso-
lution should not be necessary. We, in
this body, should take pride in our con-
stitutional responsibility, as granted in
article II, section 2, We should not be
forced into a position where the House
calls us to task for our inaction.

Mr. HarLrERN declared to his colleagues
on February 9 of this year:

Under our Constitution the Genocide Con-
vention and other treaties are matters for
the Senate to resolve. But we in the House
can take little comfort from this. The Sen-
ate has all but ignored this unfinished busi-
ness. I urge House passage of my resolution
calling for approval of the Genocide Con-
vention,

Again, Mr. President, Congressman
Havrpern is right, but such a resolution
should not be necessary. We all know
our responsibility. It is time we fulfilled
the confidence our Founding Fathers had
in us. It is time for the Senate to ratify
the Genocide Convention.

RECESS UNTIL 10 AM. TOMORROW

Mr. BYRD of West Virginia. Mr. Pres-
ident, if there is no further business to
come before the Senate, I move, under
the previous order, that the Senate stand
in recess until 10 a.m. tomorrow.

The motion was agreed to; and (at 4
o’clock and 54 minutes p.m.) the Sen-
ate took a recess until tomorrow, Thurs-
day, June 8, 1967, at 10 o’clock a.m.

NOMINATIONS

Executive nominations received by the
Senate June 7 (legislative day of June 6),
1967:

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION
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INTERSTATE COMMERCE COMMISSION

Dale Wayne Hardin, of Virginia, to be an
Interstate Commerce Commissioner for the
remainder of the term expiring December 31,
1972, vice Charles A, Webb.

Grant E, Syphers, of California, to be an
Interstate Commerce Commissioner for the
remainder of the term expiring December 31,
1973, vice Abe McGregor Goff.

CONFIRMATION

Executive nomination confirmed by
the Senate June 7 (legislative day of
June 6), 1967:

APPALACHIAN REGIONAL COMMISSION

Fred B. Burke, of Michigan, to be alternate
Federal Cochairman of the Appalachian
Regional Commission.

WITHDRAWALS

Executive nominations withdrawn
from the Senate June 7 (legislative day
of June 6), 1967:

POSTMASTERS

The nomination sent to the Senate on
March 13, 1967, of Hugh Helly to be post-
master at Columbus, in the State of Montana.

The nomination sent to the Senate on
May 4, 1967, of Marian E. Tollefson, to be
postmaster at Beltrami, in the State of
Minnesota.

HOUSE OF REPRESENTATIVES

WEDNESDAY, JUNE 7, 1967

The House met at 12 o’clock noon.
The Chaplain, Rev. Edward G. Latch,
D.D., offered the following prayer:

That He would grant you, according
to the riches of His glory, to be strength~
ened with might by His Spirit in the
inner man—Ephesians 3: 16.

Our Father God, who art the light of
life and the glory of every noble en-
deavor, we thank Thee for this quiet
moment when facing important issues
and carrying heavy responsibilities we
can turn our hearts to Thee who alone
can renew our strength and hold us
steady amid the troubles of this time.
In the secret place of the Most High may
we find the resources we need for this
high hour.

In all the perplexities of this period
may we not lose our perspective and
certainly not our poise. May the prinei-
ples of freedom and justice upon which
this Nation was founded still be our
support as we face the challenge of this
day. Grant that our faith may be tri-
umphant over our fears, our courage
surmount every discouragement and
our loyalty to truth and good will be
the solid ground upon which we walk
together.

Strengthened by Thy spirit may we
think clearly, plan creatively and act
courageously. In the name of Christ we
pray. Amen,

THE JOURNAL

The Journal of the proceedings of yes-
terday was read and approved.
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UNITED NATIONS PEACEKEEPING
IN  THE MIDDLE EAST

Mr. OTTINGER. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute and to revise and extend
my remarks.

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

There was no objection.

Mr. OTTINGER. Mr. Speaker, I do
not share the feeling of complacency
that appears to be the general reaction
to Israel’s welcome military successes.
The major issues remain to be resolved.
Dangers still surround the situation, A
satisfactory permanent settlement in the
Middle East depends greatly on the posi-
tion the United States will take on the
substantive issues. The United States re-
mains publicly uncommitted.

I am very apprehensive about the U.S.
support of the Security Council’s Middle
East cease-fire resolution without any
United States or Security Council com-
mitment to resolve the basic underlying
tensions in that troubled area.

I believe we should insist on a resolu-
tion for United Nations peacekeeping ac-
tion which will go to the heart of the Mid-
dle East unrest, which will end the state
of war which has been asserted by the
Arabs as the excuse for closing the Suez
Canal and the Straits of Tiran, resolve
the plight of 600,000 restive Palestine
refugees, and guarantee Israel’s borders
and international rights. Any United
Nations peacekeeping action must be
such that it cannot be canceled uni-
laterally by any party.

A truce which offers no solutions to
the threats posed by Arab aggressions of-
fers no hope for an enduring or mean-
ingful peace.

SECRETARY OF AGRICULTURE
FREEMAN HAS MEETINGS IN
FARM AREAS

Mr. STEPHENS, Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute, to revise and extend my re-
marks, and to include extraneous matter.

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

There was no objection.

Mr. STEPHENS. Mr. Speaker, yester-
day when we debated the appropriation
bill for the agricultural pursuits of this
Government, criticism was made of the
meetings that Secretary of Agriculture
Orville Freeman had been making in
the country.

The Secretary of Agriculture came to
my district and to my hometown, Athens,
Ga., on May 22. There was a meeting at
that time and it was one of the finest
agricultural meetings we have had in the
State of Georgia and in our section.

I think instead of criticizing the Sec-
retary of Agriculture for holding these
grassroot meetings that he should be
complimented for the work he has done.

I think one of the difficulties that we
have as Members of the Congress is the
fact that people who are responsible for
the programs and responsible for the
conduct of affairs in the administrative
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branches of the Government, and who
are not elected, seldom come down and
expose themselves to what the electorate
is saying, like you and I have to do when
we run for office,

I want to say that there were over
3,500 people who attended this meeting
and only 30 were States ASCS personnel.
They were from the States of Alabama,
Florida, Georgia, Kentucky, North Caro-
lina, South Carolina, Tennessee, Virginia,
and West Virginia. It was a most worth-
while event and I hope such a practice
will be continued. I would like to see
other Cabinet officials come down to my
district and let the people who are be-
ing affected by their proposals and by
their actions express themselves.

DESIGN FOR PEACE MUST BE
WORKED OUT AS CAREFULLY AS
THE DESIRE FOR PEACE

Mr. HANNA. Mr. Speaker, I ask unani-
mous consent to address the House for
1 minute and to revise and extend my
remarks.

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

There was no objection.

Mr. HANNA. Mr. Speaker, there have
been many sober words expressed about
the conditions that have had to be faced
by this country and by the world in the
events that have occurred in the Near
East. But there is one lesson that I would
like to emphasize as one person in this
House, and that is the making of peace.
There is no question about the great de-
sire for peace; nor of the easiness of
expressing that desire for peace. But the
working out of peace is a very difficult
matter.

So I would ask for a few moments of
consideration by all the people of the
United States for our President. You can
now see what it is like to work for peace
in a situation in which he must have
working at the loom, as he weaves a
peace, Nasser, De Gaulle, and EKosygin,
with no design and no desire to work a
design by those individuals.

So turn your faces farther toward the
East and see where that other workshop
of the weaving is to be done, and who
does the President have to work by his
side there? Mao Tse-tung and Ho Chi
Minh.

Let us take a lesson from these times
and realize that the weaving of peace
takes the hands of all who should be in
the shop, and the design for peace has
to be worked out as surely as the desire
for peace. I hope the American people
have learned a significant lesson during
these times. That their sympathies will
be with their President as he seeks an
agreement for a design of peace and as
he earnestly solicits the cooperation of
those who prefer recalcitrance and self-
interest to world peace.

THE NEXT STEP IN THE MIDDLE
EAST

Mr. FASCELL. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute and to revise and extend my
remarks.
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The SPEAKER. Is there objection to
the request of the gentleman from
Florida?

There was no objection.

Mr. FASCELL. Mr. Speaker, this morn-
ing I wrote to President Johnson and to
Ambassador Goldberg, congratulating
them on the success of their efforts in
bringing about the adoption by the
United Nations Security Council of a
resolution calling for a cease-fire in the
Middle East.

The Security Council resolution is but
the first step on the long road to peace
in that area. In order to advance the
cause of peace in the Middle East, I
urged President Johnson to take the fol-
lowing actions:

First, to exert every effort through
diplomatic channels in order to effec-
tuate the cease-fire provisions of the
Security Council’s resolution;

Second, to initiate immediate discus-
sions in the United Nations with a view
to reestablishing a United Nations pres-
ence and a peacekeeping force in the
Middle East, and

Third, to prepare the groundwork for
the convening under United Nations
auspices of an international conference
to deal with the political issues which
underly the Middle East conflict.

These political issues, in my opinion,
must include—

First, acceptance by all concerned of
Israel’s right to exist as a nation, and
respect for its people and territorial in-
tegrity;

Second, guarantee of freedom of navi-
gation through the Suez Canal and the
Straits of Tiran for the ships of Israel
and of all other nations, or, the placing
of both waterways under international
administration;

Third, permit settlement of the border
issues, including those relating to the
staé:us of the Gaza strip and Jerusalem;
an

Fourth, agreement by all concerned on
the principle of peaceful settlement of
other disputes in the Middle East.

Mr. Speaker, I earnestly hope that
these suggestions will help to advance
our search for lasting peace, with justice,
in the Middle East.

PERSONAL EXPLANATION

Mr. REINECKE, Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute, to revise and extend my
remarks, and to include extraneous
matter.

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

There was no objection.

Mr. REINECKE. Mr. Speaker, page
13899 of the CoONGREsSsIONAL REcorp for
May 24, 1967, records me as having not
voted on final passage of the Elemen-
tary and Secondary Education Amend-
ments of 1967. The Recorp also shows
me as having been paired against final
passage with my distinguished col-
league, the gentleman from Kansas [Mr,
SHrivEr]. Mr. Speaker, I would like to
have the Recorp reflect the fact that I
was necessarily absent from the floor at
that late hour due to the fact that I had
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to catch a plane for my home district in
California in order to meet several offi-
cial obligations there.

I left instructions with the pair clerk
to pair me against final passage in event
that the Quie amendments were not in-
cluded in the final bill. Little did I sus-
pect that many of these provisions
would be included in the form of the
amendments proposed by the gentle-
woman from Oregon [Mrs. GReeN] and
finally included in the final bill.

Mr. Speaker, I would like the REcorD
to show that had I been present I would
have voted for final passage of the bill.
Although the measure does not include
all of the amendments I had hoped for,
it does take a major step in the right
direction, and I would support that step.

A CEASE-FIRE

Mr. MULTER. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the Record and
include extraneous matter.

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

There was no objection.

Mr. MULTER. Mr. Speaker, once again
I am happy to take the floor to commend
our great President, Lyndon B. Johnson,
His handling of the Middle East crisis
was of the highest order of statesman-
ship. Ambassador Arthur Goldberg is
also entitled to great credit for the man-
ner in which he represented the United
States in the United Nations. It is so
easy for those who are not charged with
the responsibility of negotiating delicate
matters to have all the answers. Invari-
ably they make the best Monday morning
quarterbacks.

Once again, President Johnson has
justified our confidence in him.

He served notice in advance that his
country was committed to protecting the
political and territorial integrity of the
State of Israel, and that the blockading
of the Strait of Tiran and the Gulf of
Adgaba were acts of aggression.

In accordance with his promise, he has
done everything possible within the
United Nations to bring an end to the
hostilities. The first step has been ac-
complished in calling for a cease-fire.

Unlike the Arabs, who are constantly
threatening war and destruction, Israel
asks for peace and has indicated that,
when necessary, she will fight for peace.
In accordance with the traditional cry,
Sholom—peace, she has indicated that
she will lay down her arms as soon as
her enemies, who are bent upon her de-
struction, do the same, When the bellig-
erents stop fighting, they can start
talking—the talking that Israel has been
begging for for so long.

The next step, and I am sure President
Johnson can be counted upon to be
among the first to take that step, must
be the initiation of negotiations for per-
manent peace treaties in that area of the
world with international guarantees—
guarantees this time that will be enforce-
able against aggression in that area. The
cessation of aggression must include the
prevention of any further infiltration and
terrorism. The international waterways
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of that area, both the Suez Canal and the
Gulf of Agaba, must be kept open to all
nations, including the State of Israel.

I am sure from here in we can take
one page from the book of the Arabs, the
page on which they wrote: ‘“the friend
of my enemies is my enemy.” We want
to be friends to all but let us stop being
friends to those who would cut our
throats.

ALCOHOLISM CARE AND CONTROL

Mr. MULTER. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute and to revise and extend
my remarks.

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

There was no objection.

Mr. MULTER. Mr. Speaker, I have to-
day joined with our colleagues Mr.
RooNEY, Mr. BincHAM, and Mr. CAREY, in
introducing a bill that would provide for
a comprehensive program for the care
and control of alcoholism.

Alcoholism is a major disease affecting
people in all areas of these United States.
Effective legislation dealing with the
cause, treatment, and cure, is an absolute
necessity if we are to have any hope of
combating this serious problem.

A major provision of this bill would
be to establish a Bureau of Alcoholism
Cure and Control within the Public
Health Service. The Bureau would serve
as a clearinghouse for information and
as a coordinator of various activities
presently carried out within existing in-
strumentalities of the Government. The
Bureau would further provide informa-
tion and technical assistance to State
and local governments in establishing
programs and procedures in dealing with
this problem, and would engage in basic
research on the causes, treatment, and
cure of alcoholism.

The bill also provides for grants to
public and nonprofit agencies for demon-
stration projects including detoxifica-
tion, treatment, and rehabilitation cen-
ters, and authorizes appropriations for
this purpose through fiscal year 1971.
Additional grants would be made to re-
search programs designed to discover the
best uses to which professional talent can
be put for the care and control of alco-
holiecs.

In addition the bill would establish a
National Advisory Committee on Alco-
holism Care and Control consisting of
members appointed by the Secretary of
Health, Education, and Welfare.

Mr. Speaker, the necessity of enacting
this bill cannot be stressed too strongly.
Alcoholism can no longer be considered
a criminal offense but a disease whose
effects have destroyed the bodies and
minds of too many people. I strongly urge
the support of our colleagues in enacting
this bill.

POTENTIAL EFFECTS OF A NATION-
AL RATIL STRIKE

Mr. ALBERT. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Is there objection fo
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the request of the gentleman from
Oklahoma?

There was no objection.

Mr. ALBERT. Mr. Speaker, a national
railway strike at this time in the history
of this Nation is unthinkable.

I ask unanimous consent, in this con-
nection, to insert in the Recorp a letier
from the Secretary of State and a letter
from the Secretary of Defense to the
President of the United States on this
subject.

The SPEAKER., Is there objection to
the request of the gentleman from Okla-
homa?

There was no objection.

The letters are as follows:

THE SECRETARY OF STATE,
Washington, D.C., June 6, 1967.
The PRESIDENT,
The White House.

Dear MR. PRESIDENT: I wish to express my
deep concern at the possible interruption of
our national rail system by a strike at this
time. In my opinion, it is absolutely essential
that our domestic transportation be main-
tained at full capacity during this present
critical perlod in our foreign relations.

The continuing supply of our forces in
Viet-Nam is heavily dependent upon our
domestic rail system. They should have the
highest priority. In addition, the United
States is engaged in supplying essential
goods in trade channels or as part of our
assistance programs to other countries
throughout Southeast Asia and other very
vital areas in the world. Any interruption
of these supplies in their movement to our
ports could have the most serious conse-
quences for our nation and for freedom in
the world.

Further, the unfortunate hostilities which
have erupted in the Middle East have cre-
ated a new series of potentially heavy bur-
dens on our economy. Fighting or political
action may disrupt the movement of food
and fuel to much of Europe and Asia. To
the extent this occurs we will need our full
resources to meet the contingencies which
may occur,

In these circumstances, the United States
simply cannot afford a crippling strike. All
our strength will be needed to meet our ob-
ligations to our soldiers in Viet-Nam and to
our friends and allles around the world.
I hope and pray it can be avolded.

Respectfully,
DEAN RUSEK.

THE SECRETARY OF DEFENSE,
Washington, D.C., June 6, 1967.
Memorandum for the President.

The Defense Department has just com-
pleted a review of the effects of a rall strike
on our national security. I feel I must tell
you that it is the unanimous opinion of the
Joint Chiefs of Staff, Mr. Vance and me that
acceptance of an interruption of rail move-
ments of defense equipment and defense-
related supplles at a time when we have
500,000 men engaged in military operations
in the Pacific and simultaneously face a
crisis of unpredictable dimensions in the
Middle East would be an act of utter folly,
an incredible evasion of our responsibility
to our nation.

I realize these are strong words, but I
know of no others to describe the effect on
our military posture were rail transport of
defense goods to be interrupted.

ROBERT S. MCNAMARA.

PERMANENT PEACE TREATY FOR
MIDDLE EAST

Mr. GILBERT. Mr. Speaker, I ask
unanimous consent to address the House
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for 1 minute and to revise and extend my
remarks.

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

There was no objection.

Mr. GILBERT, Mr. Speaker, I com-
mend President Johnson and Ambassa-
dor Goldberg for the success of their ef-
forts in securing the cease-fire resolution
of the United Nations. The resolution is
an important first step, but there is still
a long road to final and lasting peace in
this troubled area. A peaceful solution
must be reached, Mr. Speaker, and I sug-
gest and urge a permanent peace treaty
with international guarantees.

A Middle East permanent peace treaty
must include the following essential ele-
ments:

First. A guarantee of freedom of navi-
gation through the Suez Canal and the
Straits of Tiran for the ships of Israel
and other nations, Second. A guarantee
of political independence and territorial
security and integrity of all nations in
the area. Third. A permanent settlement
of border issues and acceptance of Is-
rael’s statehood. Fourth. A guarantee
against any further infiltration, terror-
ism, and threats of destruction by the
Arab States.

CALL OF THE HOUSE

Mr. ASHBROOK. 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. 121]

Ashley Everett Pool

Ayres Fulton, Tenn. Resnick

Battin Holland Ruppe

Bell Ichord 8t. Onge

Bray Jacobs Saylor

Celler Earth Smith, Calif.
Clark Long, La. Thompson, N.J.
Dow Nelsen Williams, Miss.
Downing O’Konsgki Younger

The SPEAKER. On this rolleall, 407
Members have answered to their names,
a quorum.

By unanimous consent, further pro-
ceedings under the call were dispensed
with.

PERMISSION TO FILE CONFERENCE
REPORT ON H.R. 9029, MAKING
APPROPRIATIONS FOR THE DE-
PARTMENT OF THE INTERIOR
AND RELATED AGENCIES

Mrs. HANSEN of Washington. Mr.
Speaker, I ask unanimous consent that
the managers on the part of the House
may have until midnight tonight to file
a conference report on H.R. 9029, the ap-
propriation bill for the Department of
the Interior and related agencies.

The SPEAKER. Is there objection to
the request of the gentlewoman from
‘Washington?

There was no objection.
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PUBLIC DEBT LIMIT

Mr. COLMER. Mr, Speaker, by direc-
tion of the Committee on Rules, I call
up House Resolution 504 and ask for its
immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. Res. 504

Resolved, That upon the adoption of this
resolution it shall be in order to move that
the House resolve itself into the Committee
of the Whole House on the State of the Un-
ijon for the consideration of the bill (H.R.
10328) to increase the public debt limit
set forth in section 21 of the Second Liberty
Bond Act, and for other purposes. After
general debate, which shall be confined to
the bill and shall continue not to exceed
four hours, to be equally divided and con-
trolled by the chairman and ranking mi-
nority member of the Committee on Ways
and Means, the bill shall be considered as
having been read for amendment. No amend-
ment shall be in order to sald bill except
amendments offered by direction of the Com-
mittee on Ways and Means, Amendments of-
fered by direction of the Committee on Ways
and Means may be offered to any section of
the bill at the conclusion of the general de-
bate, but said amendments shall not be sub-
ject to amendment. At the conclusion of the
consideration of the bill for amendment,
the Committee shall rise and report the bill
to the House with such amendments as
may have been adopted, and the previous
question shall be considered as ordered on
the bill and amendments thereto to final
passage without intervening motion except
one motion to recommit,

Mr, COLMER. Mr. Speaker, I yield the
usual 30 minutes to the minority, to the
very able and distinguished gentleman
from Nebraska [Mr. MarTIN], and, pend-
ing that, I yield myself such time as I
may consume.

Mr. Speaker, if I may have the atten-
tion of my colleagues, this is a very im-
portant matter we propose to consider
today. As the reading of the rule by the
Clerk discloses, it is a closed rule pro-
viding 4 hours of general debate.

Mr, Speaker, that will mean that when
the general debate is over under the rule
the only amendments which can be of-
fered will be committee amendments. Of
course, under the rule the minority or,
in the absence of the minority, someone
else who is opposed to the bill may offer
a motion to recommit.

Mr, GROSS. Mr. Speaker, will the gen-
tleman yield?

Mr. COLMER. I yield fo my friend
from Iowa.

Mr. GROSS. Since the House is to be
circumseribed in its ability to work its
will on this legislation, is it anticipated,
to the gentleman’'s knowledge, that there
will be any amendment or amendments
on the part of the Ways and Means Com-
mittee?

Mr, MILLS. Mr. Speaker, will the gen-
tleman yield?

Mr. COLMER. I am happy to yield to
the chairman of the Committee on Ways
and Means.

Mr. MILLS. Mr. Speaker, I know of no
committee amendments to be offered.

Mr, GROSS, I thank the gentleman
for yielding.

Mr. COLMER. The gentleman from
Towa is correct, and, of course, the gen-
tleman from Arkansas also is correct.
His committee has that privilege.
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Personally, I am traditionally, as I be-
lieve the House knows, opposed to closed
rules. I am particularly opposed to this
one. I believe there ought to be some
other people opposed to it who have
joined in the request for it, who say that
they would like to see it amended.

What will the bill do, in brief?

It will increase the ceiling on the na-
tional debt from the present $336 billion
to $365 billion, an increase of $29 billion;
and that notwithstanding the fact that
the debt ceiling was raised three times
last year and once already this year.

That is one thing the bill will do.

Another thing it will do is to provide
for counting in the debt the certificates
the Treasury sells for the year 1968.

I think this is a very commendable
thing, because those certificates are na-
tional obligations and they should be in-
cluded in the national debt. However, I
raised a question in the hearings before
the Committee on Rules. The question
was, “If it were a good thing, then why
limit it to 1 year; why not put it all in
for the succeeding years?” The answer
of the distinguished chairman of the
Committee on Ways and Means, the very
able gentleman from Arkansas, was that
in effect—and I cannot quote him liter-
ally—they wanted to try it out. At any
rate, I just want to commend the chair-
man of the committee and other mem-
bers of the committee for taking this step
to reflect the true picture of the national
debt, to that extent at least.

I am not going to go into a detailed
explanation of the bill, because the mem-
bers of the committee will explain the bill
in detail. I just want to go back for a
moment and raise the question here with
those who are here today, who have the
responsibility for carrying out in an or-
derly fashion the Government of this
young Republic. I want to pose the ques-
tion. “Where are we going in our fiscal
affairs?”

The table on page 2 of the committee
report shows that in 1941 the national
debt was $49 billion. As I said a moment
ago, today it is $336 billion. This is in
the short period in the life of the Nation
of some 25 years. Now, of course, under
this bill we increase it another $29 bil-
lion to $365 billion. In all of those years,
as I recall it from memory, we have had
only two balanced budgets notwithstand-
ing the fact that in all of those years up
to the shooting in Vietnam we have en-
joyed the greatest peacetime prosperity
and been burdened with the highest rate
of peacetime taxes in the history of the
Republic. One would think that prudent
people, the Presidents of the United
States of both parties during that period,
the Members of Congress during that
period, with their responsibilities, would
have been trying to cut down that na-
tional debt rather than to increase it.

On the contrary, though, we have been
throwing the taxpayers’ money around
like a drunken Santa Claus, both at home
and abroad, until today we are faced with
this very serious situation in the fiscal
affairs of the country. We are told—and
the argument will no doubt be made here
today as it has been made elsewhere—
that we are in a war and that we have
been in a war now for some 3 years or
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more and that defense spending accounts
for this.

Mr. Speaker, this is simply not frue.
The record shows that on the domestic
front spending has increased in the 3
year period of fiscal 1965 to 1968 from
$46 billion in 1965 to $66 billion in fiscal
1968.

Mr. Speaker, moreover I wish to call to
the attention of the Members of the
House an article which appeared in the
reputable and authentic U.S. News &
World Report of May 29, 1967, showing
some figures on this subject. That article
listed defense spending in 1961 at $44.7
billion. In 1967, due to the Vietnam sifua-
tion, it had increased to $68.8 billion, rep-
resenting an increase of $24.1 billion, or
54 percent. While on the domestic front
with reference to the other budget ex-
penditures, in 1961 the total was $36.8
billion. Six years later, in 1967, it was
$58.7 billion, or an increase of 59 percent,
in domestic spending.

Therefore, Mr. Speaker, we cannot
charge this spending to the defense pro-
gram, because the record shows—and I
am sure that this is authentic—that we
have spent at a greater rate on the do-
mestie front than on national defense.

Now, Mr. Speaker, I have often re-
ferred to the fact that I ran for Congress
the first time at the same time Franklin
D. Roosevelt ran for the Presidency. In-
cidentally, at that time, both of us ran
on an economy platform. At that time we
were spending a little less than $4.5 bil-
lion with which to operate the entire
Federal Government—the Post Office
Department, the Congress, the Defense
Department, and everything else.

Also I recall that Mr. Roosevelt called
poor old Herbert Hoover a spendthrift,
because he was spending that much
money.

However, Mr. Speaker, today we are
spending $14.4 billion—for interest alone
on the national debt, or better than three
times what it cost to operate the entire
Federal Government 34 years ago.

Yes, I know that the argument is made
by the “spenders” that the gross national
product goes up and so why worry about
the debt?

Well, I get very little comfort out of
that line of logic, because I know some-
where down the line there has got to be
a day of reckoning. In other words, there
is a limit to the Government’s ability to
spend just as there is a limit to what a
corporation or any businessman can
spend.

It would seem this is a time in the af-
fairs of the Nation that it should stop,
look, and listen. We should take inven-
tory and see where we are going. This
concerns me very much.

Now, what accounts for this? What
accounts for all of the domestic spend-
ing? We cannot sit here and point with
the finger of scorn to the White House
and say that the President of the United
States is solely responsible for this situa-
tion. After all, we have our responsibility,
we, the Members of Congress, authorize
and appropriate the money.

Now, why has this domestic spending
been constantly accelerated? It is be-
cause this Congress has been passing all
of these new programs, whether they are
Fair Deal, New Deal, or Great Society,
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or whatever else they are designated.
The Chief Executive cannot spend a dol-
lar unless the Congress appropriates it.

Mr. Speaker, while I recognize my part
of the responsibility for the fiscal situ-
ation we find ourselves in, I do want to
point out, if necessary, to those who
honor me here with their presence and
their attention, that I have voted against
most of these programs—I would say 90
percent of them. I recognize, as you must
recognize, and you do recognize when
you stop to think about it, that when
a new program is started here it is going
to be followed with the necessary ap-
propriation to implement it, and further-
more that it is going to be accelerated
as it goes along. But Mr. Speaker, as
evil as deficit spending is within itself,
the twin monsters that it creates are
ruinous inflation and an all-powerful
centralized Government in Washington
at the expense of the States and depriva-
tion of the liberties of the people. These
are truly the great evils that flow from
this deficit spending.

Oh, undoubtedly some of my colleagues
are going to vote against increasing this
debt limit here today, just as they have
voted in the past, and yet most of the
Members here a few days ago for the
second time voted for a great gargantuan
new program of Federal aid, general
Federal aid, to education at a cost of
some $6 billion.

I am not going to argue the merits of
that, because I do not have the time here,
except to say that the States, forgetting
the evil of Federal contro! of education—
the States are better qualified fiscally to
take on that job and to carry it on than
is the Congress of the United States or
the Federal Government.

There is not a State in the Union that
has anything near the proportionate
debt of the Federal Government; and yet
we are building up a sentiment back
home—we are offering the carrot—to
come to Washington and get what you
need—and at the same time we are de-
pleting the sources of revenue that the
States could enjoy.

So it all winds up in one strong social-
istic state. I do not know anything else
to call it, if this trend is not reversed.

Now I have voted against every debt
increase that has been brought to this
House. I have not voted for one such
debt increase and I voted against them
on the theory that maybe somewhere
along the line we might do a little soul
searching and take a little of this inven-
tory and see where we are. In the past
I have reasoned that it might not be a
bad idea to have a little chaos and con-
fusion that we are told would ensue if
the debt ceiling were not lifted—let some
Federal employees go without their
checks for a few days—to bring about a
realization of the true situation as it
exists in our fiscal policies.

You have another bill coming in here.
It will be in in a few days or a few weeks
at the most—the so-called poverty pro-
gram. How the hearts will bleed around
here for the poverty stricken people of
the country. I yield to no one in trying
to help people who really need help. But
with all of the prosperity that the ad-
ministration boasts of, with a bloody war
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being waged in Vietnam and the threat
of another costly war threatened in the
Middle East, I ask you is this really
necessary.

Mr. Speaker, may I inquire how much
time I have taken?

The SPEAKER pro tempore (Mr.
NarcHER). The gentleman from Missis-
sippi has consumed 23 minutes.

Mr. COLMER, Mr. Speaker, I will have
to conclude my remarks shortly because
I have promised time to my colleagues
who want the opportunity to speak.

Mr, Speaker, I am very much con-
cerned about this. As I say, I voted
against most of these programs and
against all of these debt limit increases.

Therefore it may come as a little sur-
prise to some people that I propose to
vote for this increase—as large as it is—
as distasteful as it is—and not feeling
responsible for it. Why am I going to
vote for it? I am going to do it because
I have voted for every dollar of appro-
priations that have been necessary to
carry on this war in Vietnam and because
I have voted to take the flower of the
young manhood of this Nation and send
them over there to that frontless and
rearless war that is going on in Vietnam.

I am not going to take the responsi-
bility for denying them whatever is nec-
essary to defend themselves and win this
war,

I would like to see a lower ceiling. Some
of my friends to my left—and they are
my friends, appeared before my commit-
tee asking for this closed rule, but at the
same time saying that they wanted to
cut it down. That does not make sense
to me. I say to you now, my friends, I
have never voted for a closed rule either.
If you will offer the proper motion to
vote down the previous question so that
you can have an open rule and cut this
down, I will go along with you.

Let me express this final thought. Let
us assume our responsibility here. I ex-
pect you to vote just like I am going to
vote: Vote your conscience. If your con-
science tells you to vote differently from
the conclusion I have reached, I expect
you to do what you think is best for
our common country. But if this country
is worth fighting and dying for over there
in the bogs of the ricelands, then it is
worth fighting for here on the home-
front.

Let us here and now, conscious of our
responsibility, resolve to put our fiscal
house in order lest we lose this young
Republic on the home front while these
precious boys are dying for it on the
foreign front.

Mr., MARTIN. Mr. Speaker, I yield
myself 10 minutes.

Mr. Speaker, House Resolution 504
provides for 4 hours of debate and a
closed rule on H.R. 10328. As the able
and distinguished chairman of the Rules
Committee has just explained to you,
this is a bill to increase the debt limit
of our country to $365 billion.

I would like to call your attention to
the fact that since 1961, the Congress
has authorized increases in our debt
limit 10 times; this is the 11th appear-
ance of this legislation since 1961.

It is also interesting to note that in
1961 our temporary debt celling was $293
billion. We are being asked to increase
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this to $365 billion, or a net increase
since 1961 of $72 billion,

Only a few months ago the Congress
increased our temporary debt ceiling by
$6 billion. Here we are, again today, con-
sidering the same legislation for an ad-
ditional $29 billion increase, or a total
increase in this year alone—and we have
only covered about 5 months—of $35
billion. This $72 billion increase in the
debt limit since 1961, Mr. Speaker, is the
record of the New Frontier and the
Great Society.

Why is it necessary to have this na-
tional increase of $29 billion, on top of
the $6 billion which we had about 3
months ago? We are going to hear 4
hours of debate on this subject today.
Undoubtedly one of the main points that
will be stressed is the increased expendi-
tures in the war in Vietnam.

But take a look at the report itself, Mr.
Speaker, in regard to this. I quote from
page 17 of the report:

The level of domestic spending in the ad-
ministrative budget alone—wholly apart
from our defense requirements in the war
in Vietnam—has increased from about $46
billion for fiscal 1965 to approximately $66
billion for fiscal 1968,

That is a $20 billion increase for non-
defense spending, Mr. Speaker, in the
last 3 fiscal years. Now I continue to read
from the report:

Two-thirds of the $28.3 billion increase in
Federal expenditures from calendar 1963
through 1966—as measured In the national
income accounts—is accounted for by non-
defense spending. Moreover, as projected in
the January 1967 budget message, over half
of the proposed $37 billion increase in out-
lays from fiscal 1968 through fiscal 1968 is to
be in nondefense programs.

The interest on our national debt to-
day is over $14 billion a year, In testi-
mony before the Ways and Means Com-~
mittee, the Secretary of the Treasury,
Mr. Fowler, stated that there was a
strong possibility that our deficit for fis-
cal year 1968 could run from $24 to $29
billion. If we have an increased deficit
in 1968 of the maximum figure of $29
billion, this is going to add approximately
$1.5 billion to the cost of the interest we
are paying, or a total interest payment
of $15.5 billion for 1 year. This is the
second largest item in our budget, next
to the appropriations for the military. It
seems to be the policy of the Great So-
ciety to go deeper and deeper into debt,
saddling the burden of this debt and the
increased interest charges on our chil-
dren, our grandchildren, and future gen-
erations.

We, Mr. Speaker, Members of this
Congress are responsible men and
women. We have a responsibility to the
taxpayers of the entire Nation. We in
the Congress authorize the programs. We
in the Congress appropriate the money.
It is time, Mr. Speaker, particularly in
view of the tremendous increase in the
national debt which is asked for today,
for the Congress to stop, look, and listen
as to where we are going, as to what
road we are going to follow now and in
the future.

I favor the adoption of this rule.

I also favor, Mr. Speaker, sending this
bill back to committee so that the com-
mittee can call up the administration
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and the departments concerned down-
town and request from them a complete
reappraisal of the domestic and non-
defense spending programs of our Gov-
ernment. Then, after this careful re-
appraisal has been made, they should
come up to make recommendations in re-
gard to the priorities as to which pro-
grams are more important than the
others, to cut back on these domestic
and nondefense spending programs so
that our budget will get back into balance
and we will not eontinually have to con-
sider legislation such as we have before
us today, to increase the national debt
limit.

Mr, Speaker, I favor the adoption of
this rule this afternoon.

Mr. Speaker, I yield 5§ minutes to the
gentleman from Missouri [Mr. CurTis].

Mr, CURTIS. Mr. Speaker, I of course
fayor bringing this legislation to the floor
for the House to consider but, as I have
in the past, I object to a closed rule. I
believe it particularly inappropriate to
have a closed rule on this legislation. We
have not only the factor of judgment on
how much the debt ceiling should be, on
which the House should work its will
after listening to the debate on both
sides, but also the issue involved of this
participation certificates, which involves
a sale of capital assets, likewise a mat-
ter on which the House should be able
to work its will after listening to debate.

There is a third area. I know it is par-
ticularly true there is interest of a num-
ber of people on the Democratic side of
the aisle in this issue. It is the issue in
regard to the interest ceiling on long-
term securities.

I should like to have an open rule on
that so I could have an opportunity of
trying to persuade my colleagues, enough
Members of the House, that the whole in-
terest ceiling is working afiainst flexibil-
ity and lower interest rates and against
lessening impediments on the money
market for those who have to compete
for capital. I know there are those on the
other side who do not even want to do
the liberalization which is provided in
the bill.

But under a closed rule, of course,
there is no opportunity for the House to
work its will.

It is about time it be emphasized that
when we remove the power of amend-
ment we in effect have removed the pow-
er of debate. The House should recognize
this.

There is no fiction that can be resorted
to in this regard. I repeat, no fiction.
When we consider a tax bill, the state-
ment is made that it will open up the
whole Internal Revenue Code. I regard
that as a fiction. Now there is not even
that fiction.

The only reason the House is going
along with a closed rule—and I know it
will—is because the Members have been
lulled into this habit.

Frankly, I did not intend to take the
floor to discuss this, because my views
on this are pretty well known. The only
reason I have is because the chairman
of the Rules Committee, whom I honor,
who is coming before us with this closed
rule although he says he is against it,
went on to talk about the inability of the
House of Representatives to zero in on
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the serious question of balanced budgets

and appropriations and expenditure

policy.

Now, bottled up in the Rules Commit-
tee right now is the Monroney-Madden-
Curtis bill, which came out of the biparti-
san, equal Democrats and equal Repub-
licans, Reorganization Committee. It
was a special joint committee appointed
some 2 years ago. A great bulk of the
measure of reforms in the Monroney-
Madden-Curtis bill constitute those in
the area of improving our methods of
handling appropriations and expendi-
tures.

I do not know what is happening with
the bill. I know the gentleman who is
chairman of the committee on the other
side of the Capitol who is deeply con-
cerned in the appropriations process did
a great deal of work in developing these
techniques. I tried to help on it. This
bill, again I repeat, is bottled up in the
Committee on Rules. I pled with that
committee not to duplicate the work that
had been going on for 2 years by his Joint
Committee on the Organization of the
Congress. The excuse for sending that
bill, which passed the Senate early this
year, to the Committee on Rules was
that the Senate put on a number of
amendments which the joint committee
had not considered. I agree that this was
a proper reason. However, the Committee
on Rules should have limited its concern
to these amendments, to be sure that the
House did not need hearings on this new
matter that the special committee might
not have gone into and which were put
on the bill in the Senate. This plea was
not heard. I do not know what the Com-
mittee on Rules is doing. It had only 1
day of hearings on the bill. I was not
even able to get time to testify. However,
I do know this hill is effectively bottled
up. That is the reason why I took the
floor today, I will say to the chairman
of the Committee on Rules. I want to get
that bill out on the floor of the House.
Then maybe the House can do something
in the future about appropriations and
expenditures. Right now we do not have
the legislative machinery to do the job.

Mr. MARTIN. Mr. Speaker, I ask
unanimous consent that the gentleman
from Arizona [Mr. RuHobES] may extend
his remarks at this point in the REcorbp.

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

There was no objection.

Mr. RHODES of Arizona, Mr. Speaker,
as chairman of the Republican Policy
Committee, I place in the Recorp the
policy statement adopted:

HouseE REPUBLICAN PorLicy COMMITTEE STATE-
MENT oN Pueric DEBT CELING—H.R. 10328
We are opposed to the Administration re-

quested $29 billion increase in the Debt Ceil-

ing. This increase, in addition to the $6 bil-
lion increase that was enacted less than three
months ago, is the largest since World War

II. It would establish a debt authorization of

$365 billion.

Since 1961 the Democratic Administrations
have embraced the philosophy of unlimited
government spending and budget deficits.
Budget subterfuge and gimmickery financing
have become the trademark of the Great So-
ciety. Notwithstanding repeated and ever
more urgent danger signals, the Johnson-
Humphrey Administration has refused to
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place its fiscal house in order. It has con-
sistently underestimated the cost of the war
to avoid a cutback in nonessential spending.

In January 1966, the Johnson-Humphrey

Administration submitted a $112.8 billion
budget that proposed defense expenditures
of only $60.56 billion. Immediately it became
apparent that this was a totally unrealistic
figure in view of the massive federal spend-
ing, the Administration continued to adhere
to its original Budget. In fact, on Septem-
ber 8, 1966, the President not only reaffirmed
the earller Budget figure but assured the
American people that total expenditures
would be cut back by at least $3 billion. It
was not until after the November elections
that the American people were finally told
the truth. In January 1967, when the Ad-
ministration submitted its Budget for fiscal
1968, the Administration disclosed that fiscal
1967 expenditures would amount to $126.7
billion and not the $112.8 billion previously
reported.
Incredible as it may seem, the Johnson-
Humphrey Administration is agaln repeat-
ing the same misleading budgetary tactics.
Last January, a deficit of $8.7 billion was fore-
cast. Now the Tre officially estimates
that the deficit for fiscal 1968 will be $11 bil-
lion. However, the Administration is seeking
borrowing authority to accommodate a deficit
of $29 billion. Significantly the difference be-
tween the $11 billion estimated deficit and
the $29 billlon request is accounted for by
the Secretary of the Treasury in the follow-
ing manner:

“But as I have mentloned, the deficlt in
1968 is vulnerable to greater than usual un-
certainties, and we must take the account of
these in determining a prospectively secure
deh;. limit level to carry through fiscal year
1969.

“One contingency is that Vietnam spend-
ing could bulge well above the current esti-
mate.

“Another is the timing of the passage of
the tax surcharge.

“And still another is the possibility that
corporate tax receipts would fall short of
estimates.”

It is more than mere coincidence that the
“contingencies” alluded to by the Secretary
of Treasury add up to $29 billion if the Ad-
ministration is also unable to borrow an ad-
ditional $5 billion through the sale of par-
ticlpation certificates.

Although the Administration is attempt-
ing to justify the fisecal plight of this coun-
try on the basis that the Vietnam War is a
“costly war,” the facts do not bear out this
contention. The level of domestic spending
in the administrative budget alone—wholly
apart from our defense requirements in the
war in Vietnam—has increased from about
$46 billion for fiscal 1965 to approximately
$66 billion for fiscal 1968. Two-thirds of the
$28.3 billion increase in Federal expenditures
from calendar 1963 through 1966—as meas-
ured in the National income accounts—Iis
accounted for by non-defense spending.
Moreover, as projected in the January 1967
budget message, over half of the proposed
$37 billlon Increase in outlays from fiscal
1966 through fiscal 1968 is to be In non-de-
fense programs.

Alarmed by the fact that ‘“red ink" in the
federal Budget could "burst all bounds,” the
Chairman of the Ways and Means Committee
has stated:

“We must continually re-evaluate existing
expenditure programs in the light of a very
objective measurement of the benefits which
they convey and the costs which they will
impose. Every new program should be viewed
not in terms of its first year cost alone, but
in terms of what its cost will be five years
from now, ten years from now or perhaps fif-
teen years from now.”

. 'The Republican Members of Congress and
the Republican Policy Committee have re-
peatedly called for a cutback in nonessential
spending and for honest reporting of antici-
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pated government expenditures. We have
opposed increases in the Debt Limit that did
not provide basic budgetary reforms. In
March of this year, a Republican Resolution
was introduced which would return the
Budget to the Presldent and request that
he indicate the places and amounts where
he believes that reductions can be made. It
was noted that the passage of a similar
Resolution during the 85th Congress resulted
in recommended reductions of $1.342 billion
in a Budget of $73.3 billion. Unfortunately,
the Democrat-controlled Congress in 19867
has refused to grant this Resolution any
consideration whatsoever.

It is important that the Johnson-Hum-
phrey Administration cut nonessential spend-
ing and place before this Congress an ac-
curate estimate of projected defense costs.
In addition, the Administration and the
Congress may have to find additional sources
of revenue that will cut the deficit to a
manageable level, A deficit of the magnitude
that is now contemplated is intolerable. It
would further escalate prices and interest
rates in what is already a seriously stralned
domestic economy. In April, the cost of liv-
ing increased 0.3%. Another period of “tight
money” similar to that experienced last Fall
when interest rates soared to new heights
is a grave possibility.

The ducking and dodging of the Johnson-
Humphrey Administration which 1s typified
by the vague and evasive testimony of the
Secretary of Treasury must stop. Hard facts
and realistic projections of future spending
must be made available. If we are to avoid
a runaway economy that may lead to govern-
mental control of wages, prices and credit
as well as further increases In taxes, there
must be restraint in federal spending and
an immediate implementation of expendi-
ture priorities.

Mr. COLMER. Mr. Speaker, I yield
3 minutes of my time to the able gen-
tleman from Texas [Mr. PATMAN].

Mr. MARTIN. Mr. Speaker, I yield the
gentleman from Texas 5 minutes.

The SPEAKER. The gentleman from
Texas [Mr. Patman], is recognized for
8 minutes.

A VOTE AGAINST PREVIOUS QUESTION ON THE
RULE IS A VOTE AGAINST HIGH INTEREST
RATES
Mr. PATMAN. Mr. Speaker, I want to

thank the distinguished gentleman from

Mississippi for yielding me this time.

I share his views about what he said
awhile ago that is bothering him about
fiscal affairs. I want to be specific rather
than general. He made a wonderful
speech. I wish he had an hour’'s more
time, because this is a very difficult sub-
ject and one that should be resolved in
a little better way in the Congress.

I think that the entire cause of the
unbalance in our fiscal affairs is due to
one thing—high interest.

Much of our national debt can be
traced to high interest payments piled on
top of high-interest payments.

In the next fiscal year, beginning on
July 1, the U.S. taxpayers will be forced
to shell out $14.2 billion just to pay the
interest on the national debt for 1 year.
This sum is second only to our expendi-
tures for defense needs. Each year this
sum grows.

Mr, Speaker, today the interest charges
on the national debt are double what they
would have been had the country main-
tained the interest rates prevalent under
gle Roosevelt and Truman administra-

ons.

Had interest rates been kept at the
levels existing in 1951, we would be pay-

CONGRESSIONAL RECORD — HOUSE

ing only $7.5 billion on the national debt
instead of $14.2 billion.

Mr. Speaker, this fact illustrates why
the Congress must guard against higher
interest rates. That is why I am so
opposed to changing the definition of a
Treasury note from 5 to 7 years. Treas-
ury notes carry no limit on interest
rates—no ceiling of any kind. Therefore,
under this new definition of a note, the
Treasury can market securities at any
interest rate so long as they do not bear
a maturity longer than 7 years.

Mr. Speaker, I will vote against the
previous question on the closed rule on
this bill because I am opposed to this pro-
vision for higher and higher interest
rates. A vote against the rule on HR.
10328 is a vote for lower interest rates.
Mr. Speaker, an open rule on this bill
would have given the House an oppor-
tunity to clearly voice its opinion on
changing the definition of a Treasury
note from 5 years to 7 years. We should
have had a separate vote on this issue.
Those interested in lower interest rates
cannot help but be deeply concerned
about increasing the authority of the
Treasury to market more and more secu-
rities at higher and higher interest rates.

It is time that this Congress started
protecting the American people against
high interest rates and usurious interest
rates. It can be done if the Congress will
take up its responsibility.

Mr. Speaker, when William McChesney
Martin became Chairman of the Federal
Reserve in 1951, the country had experi-
enced 12 long years—through times of
depression, through times of war, and
through times of extreme inflationary
pressures—of stable interest rates main-
tained by cooperation between the Fed-
eral Reserve and the Democratic admin-
istrations—both at that time working in
the public interest. During these 12
years—a period of varied economic con-
ditions—interest rates on long-term Gov-
ernment obligations never did climb
above 21, percent. And during most of
this period, the interest rates were actu-
ally well below the 2'5-percent figure.
Short-term interest was actually as low
as three-eighths of 1 percent.

Now these were the conditions that Mr,
Martin inherited when he became Chair-
man in 1951. He maintained this benefi-
cial policy—a policy which saved the
country billions and billions of dollars—
throughout the remainder of President
Truman’s term.

As soon as the Republicans came into
power in 1953, the manipulation started.
Martin and the Republicans got rid of
one issue of long-term obligations at 235
percent in early 1953—just to take the
heat off and to delude people into think-
ing that they would continue the low-
interest policies of the Demoecratic ad-
ministrations.

But it was not long before Mr. Martin
and Secretary of the Treasury George
Humphrey figured a way to jack up in-
terest rates. In fact, on May 15, with
Eisenhower in office less than 4 months,
Martin and Humphrey got together on
another long-term issue which went for
3.25 percent. Now, they did not actually
need the money at this time, but they
wanted to sell the bonds at this higher
interest rate for the purpose of breaking
the Democrats’ 215-percent line.
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This manipulation of the long-term
market on Government obligations was
the break in the dike which has brought
us a flood of higher and higher interest
rates. We are now reaping the sad and
tragic consequences of this Martin-
Humphrey-Eisenhower policy.

Mr. Speaker, I would like to place in
the Recorp a table, taken from the rec-
ords of the Federal Reserve, which
plainly shows what has happened to yield
on long-term Government obligations.
This data is regarded as significant in
judging the Federal Reserve’s perform-
ance in protecting the public interest in
the money markets. The table plainly
shows that during the Democratic ad-
ministrations, from 1939 to 1952, we kept
yields on these bonds near 2% percent.
But look at the years after 1952, and you
will see what William McChesney Martin
has done to the Government bond mar-
ket and to the country.

Yields on long-term Government bonds, by
months, 1939 to present
[Percent per annum]

Year Yield
1939 s 88
1940 ccua.- 2.21
1941 e -== 1.856
1942 - 2.48
1943 2. 47
1944 ___._. 2.48
1945 o Bx BT
1946 2.19
1947 2.25
1948 ... ! 2.44
1949 __. 2.31
1950 - 2.82
1951 . 2.57
1952 = 2.68
1958 ... 2.94
1964 oo 2. 56
1955 - 2.84
1956 -- 3.08
1957 - 8,47
1958 i 3.43
1959 R 4.08
1960 S - 4.02
{0 ) R e T e, o i - 83.890
p ) RS 3.95
1 e AL L L Ll ma atyda d 4. 00
e R F R L T 4.15
Ol i e e e i et 4,12
1986 Loois. Ll - 4.65

Mr. Speaker, this table clearly indicts
the policies of the present Chairman of
the Federal Reserve. These are irre-
futable facts. To allow interest rates to
have climbed in this manner can be the
result of only two things—either gross
incompetence or behind-the-scenes ma-
nipulations. These rates did not go up
by themselves; they went up because Mr.
Martin and his allies in the big business
world—mainly large banks—wanted it
to happen.

These manipulations have added
at least $43 billion in excess interest
charges on the national debt since 1951.
In other words, this would be $43 billion
worth of the taxpayers’ money that
could have been saved if interest rates
had been kept at the levels existing dur-
ing the Democratic years from 1939
through 1952. I do not have to remind
anyone here what $43 billion would do
for the country if spent for some pro-
ductive purposes other than paying ex-
cess interest to a handful of big bankers.

This $43 billion is just the beginning
of the story. More than $200 billion in
excess interest charges taken out of the
pockets of the consumer can be traced
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to Mr. Martin's policies. We cannot turn
our backs on such a gross betrayal of
the public trust.

Mr. Speaker, I would like to place in
the Recorp two tables which establish
and prove the figures I have cited.
Table I shows the excess interest charges
on the net public and private debt. The
table compares the interest costs com-
pounded at the 1951 rate with the actual
interest costs that have been paid as a
result of the Martin increases. Table I
follows:

TasLE I.—Net public and private debt, total
interest paid, and average rate of interest

in the United States, 1951-66

Computed | Interest
Total Interest | average costs
Year debt paid interest | figured
(in (in paid at 1951
billions) | billions) (3+2) | computed
rate
1 @ @ (O] (&)
$17.8 3.397 $17.8
19,7 3.548 18,
21.9 3.734 19.
23.7 3.873 20.
26.0 3. 867 22,
29.8 4,212 24,
34.0 4,601 25
36.0 4. 600 26.
40.8 4,821 28.
45,7 5. 134 30.2
48.4 5.107 3%
53.4 5.238 34.6
59.8 5. 452 37.
66.5 5.663 39.
74.0 5. 825 43,
B2.7 6. 044 46.5
| [ 7. Bie STty 1 2 e 468.5
| Estimated.
Note.—See the following table:
g0 | e ot el Lo do ol Lol e RN C RS $680.2
g T S S S e RS R R e I —468.5
Excess cost

Source: Economic Report of the President, 1967.

Table II shows the same comparison
in relation to the total interest paid on
the Federal debt. Like table I, the com-
parison is between the interest cost com-
pounded at the 1951 rate versus the
actual payments resulting from the
Martin increases. The unnecessary in-
creases imposed by Martin have actually
amounted to $43,200 million in excess in-
terest charges as this table shows:

TasLE II.—Total Federal debt and interest
paid, fiscal 1951-68

!

Total Total | Computed | Computed
Federal interest annual interest
Fiscal year debt (in | paid (in interest |costat 1951
millions) | millions) rates rate (in
millions)
§255.3 $5.7 2,233 $5.7
259.2 5.9 2.276 5.8
266. 1 6.6 2. 480 5.9
271.3 6.5 2.396 6.1
274.4 6.4 2,332 6.1
272.8 6.8 2.493 6.1
270.6 7.3 2.698 6.0
276.4 1.7 2.786 6.2
284.8 7.7 2.704 6.4
286. 5 9.3 3.246 6.4
289.2 9.0 3.112 6.5
298.6 9.2 3.081 6.7
306. 5 10.0 3.263 6.8
312.5 10.7 3.424 7.0
317.9 11.4 3. 586 1
320.4 12.1 3.771 1.2
321.3 13.5 4,125 1.3
335.4 14.2 4.234 7.5
fi 1)1 PO s A [ B RS 116. 8
| Estimated.

Source: Economic Report of the President, 1967.
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We probably will never know the total
cost of these higher interest rates. Dur-
ing the period since 1951—and particu-
larly in the Eisenhower years—our econ-
omy has often been plagued by under-
utilization of resources, unemployment,
and wastefully idle industrial capacity.
It is true that the Vietnamese war has,
in many areas, pushed the country to
full use of its industrial capacity, but
this is an unusual situation for which
the Federal Reserve could hardly claim
credit.

But it is a fact that during the Eisen-
hower years, the Federal Reserve’s poli-
cies led directly to three recessions and
to high unemployment and to an ex-
treme waste of the country’s resources.

Mr. Speaker, to illustrate this point, I
quote from the 1967 Economic Report of
the President:

Because of the excessive unemployment
and idle capital in previous years, the Na-
tion sacrificed the opportunity to consume
and invest a large amount of the output
that it was capable of producing. At the
trough of the recession in the first quarter
of 1961, the “gap"” between actual and po-
tential GNP amounted to $57 billion (1966
prices). From 1958 to 1965, the cumulative
gap totaled $260 billion.

These are the conclusions of a distin-
guished group of economists who make
up the Council of Economic Advisers.
Their findings clearly illustrate the se-
vere and permanent damage that Mr.
Martin’s policies have brought to the
United States.

I cannot overemphasize what the
policies of the Federal Reserve Board
have done to the programs enacted by
the Congress. High interest rates in many
areas—particularly in housing and edu-
cation—have negated much of the ef-
fort of progressive Congresses. We have
seen high interest rates wipe out more
housing and more school buildings than
we could ever possibly build through
Federal appropriations.

Of course, the rising cost of interest
on the Federal debt is placing all pro-
grams and the entire Federal budget
under heavy pressure. Today, thanks to
the policies of Mr. Martin, we are pay-
ing $14.2 billion in interest on the na-
tional debt. This is second only to the
outlays for national defense—it sur-
passes every other item.

The housing industry, as a result of
Mr. Martin, is in a depression. I have
been concerned directly with housing for
many years particularly the homebuild-
ing industry, the construction trades,
the savings and loan institutions, the
furniture and appliance manufacturers
and dealers. All of these industries have
shared in this depression.

The loss of these housing units in
1966, and in the early months of this
year, have set the country back years in
its efforts to wipe out slums and to pro-
vide decent housing for its citizens. It
has cost the average homeowner thou-
sands of dollars in added interest
charges.

A 1l-percent increase in interest
charges on a $20,000 home loan costs the
buyer $4,734 over 30 years. Most home
loans have gone up from 1 to 2 percent-
age points since the December 1965 ac-
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tion of the Federal Reserve. So this
means that in most cases, the homebuyer
has shelled out anywhere from $4,800 to
$10,000 in extra charges. With the na-
tional median income something less
than $5,000, this means that the average
person will be contributing at least 1
and probably 2 years’ wages just to pay
extra interest charges imposed by that
single act of the Federal Reserve.

The situation in the housing industry
is dramatic. But the same conditions
exist to some degree throughout the
economy. The 37%.-percent increase im-
posed by the Federal Reserve on Decem-
ber 1965 raised the cost of all products
in the economy. So the consumer paid,
and paid heavily, every time he made a
purchase in 1966, and he is still paying
for the Federal Reserve's folly in 1967.
By increasing prices, the Federal Reserve
fanned the fires of inflation,

The club of high interest rates has
fallen unevenly on the economy since
December 1965, creating especially heavy
burdens for the low- and middle-income
families. The monetary situation since
December 1965 has been a burden on the
poor and a bonanza for the rich.

Mr. Speaker, there are many in the
House who shed crocodile tears over
spending. All of us here are opposed to
wasteful spending and fiscal misman-
agement. But I wonder why those who
complain the loudest about spending, say
so little about high interest rates.

As I pointed out earlier, interest
charges—$14.2 billion—are the largest
single item in the Federal budget for
next fiscal year outside of defense ex-
penditures. I would suggest that those
who are truly concerned about reducing
the budget and saving the taxpayers
money take on the cause of lower in-
terest rates. Even a small cut in interest
rates would save the taxpayers billions
of dollars and would allow our defense
and domestic programs to go forward
without hindrance.

Let those interested in cutting the
budget start the cutting where it would
do the most good—on interest rates. If
our Republican colleagues are really seri-
ous about saving money, then let them
join the Democrats in a drive to lower
interest rates.

Mr. Speaker, it says here in the debit
ceiling bill that they are changing the
name, the definition of notes—U.S.
notes—so it will be 7 years instead of 5.

Mr. Speaker, an effort was made to
lengthen it to 10 years and the Ways and
Means Committee wisely brought it back
to 7. But you are lengthening it to 7, and
this means high interest for 7-year obli-
gations. This particular increase is bad;
it should be kept at 5 years. It is changing
the entire concept of Government fi-
nance materially and substantially and
leads us toward higher interest rates.

So when you vote to increase that pe-
riod to T years, you are voting to allow
higher interest rates on more of the na-
tional debt. There is no limit on securities
up to 7 years. The sky is the limit. The
lid or limit is taken off. You can sell these
notes at a discount—15 percent, 20 per-
cent, or 25 percent, or any amount. There
is no restriction whatsoever on notes.
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So, if you vote for this bill, like it is,
you are forgetting the fact that low in-
terest on Government securities would
help this country more than anything
else on earth. You are voting to perpetu-
ate the highest interest rates we have
had in the history of this Government.

So I ask my friends to consider this
very carefully. I am going to vote against
the previous question. I agree with my
friend from Missouri [Mr. Curtis], that
this is the kind of bill that should be
brought out under an open rule. Each
Member has his own judgment on what
should be done on these vital issues in
Congress, and we will be denying them
the right to vote their own judgment if
we vote for this gag rule, and it carries;
we will be denying our colleagues their
right to vote their individual judgment
on this bill.

Mr. Speaker, I think the previous ques-
tion should be voted down, and then we
could offer amendments to this bill. That
is the only way we should proceed on
this, we should debate these things.
CONGRESS SHOULD FPROTECT THE AMERICAN

PEOPLE BY CANCELING $45 BILLION WORTH

OF BONDS HELD BY THE FEDERAL RESERVE

I would also prefer an open rule on
this bill so that the House could work its
will on some of the absurdities of our
national debt.

I refer specifically to the $45 billion
worth of bonds residing in the vaults of
the New York Federal Reserve Bank. I
seek an open rule so that the Members
could decide, once and for all, how this
huge sum should be handled. I cannot
believe that my colleagues—on both
sides of the aisle—would condone a sys-
tem whereby the American people are
required to pay a debt twice.

That is exactly what is happening so
long as we allow the Federal Reserve
System to continue to hold this $45 bil-
lion worth of bonds and to require the
American taxpayers to pay $1.9 billion
in interest each year.

Mr. Speaker, these bonds have been
paid for once. They have been paid for
through the exchange of non-interest-
bearing Federal Reserve notes for inter-
est-bearing Government securities. They
have been paid for in full. No one can
refute that statement. I would be happy
to yield to anyone on this floor to pre-
sent any evidence of any kind to the
contrary.

Mr. Speaker, the fact that these bonds
have been paid for once cannot be
refuted.

Mr, Speaker, I have through the years
questioned dozens of officials of the Fed-
eral Reserve System all the way from the
days of Marriner Eccles to the regime of
William McChesney Martin, All of them
agree that these bonds have been paid
for in full. Nearly 2 years ago, I con-
ducted hearings on H.R. 7601, a bill
which would have required that most of
these bonds be canceled and retired. I
had William McChesney Martin before
the committee as a witness for most of
one morning. He admitted—without any
ifs, ands, or buts—that these bonds had
been paid for once. I quote from the
hearing record of July 6, 1965:

Mr. MarTiN., The bonds were pald for in
the normal course of business.

The CHAIRMAN, That is right.
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Mr. MARTIN, And that is the only time they
were pald for.

The CHAIRMAN. Just like we pay debt with
checks and credit.

Mr. MarTIN. Exactly.

The CsBAmRMAN. In the normal course of
business they were pald for once. You will
admit that, will you not? They were paid for
once and that's all?

Mr. MarTIN, They were paid for once and
that’s all.

The CHAmRMAN, That's right,

To my knowledge, no one has ques-
tioned the obvious—that these bonds
have been paid for once.

Therefore, Mr. Speaker, these bonds
should be retired and subtracted from
the national debt.

The collection of this $45 billion worth
of paid-up bonds is one of the monstrous
frauds of our Federal Reserve System.
These bonds have been piled up as part
of the Federal Open Market Committee’s
portfolio, which is operated and con-
trolled out of the New York Federal Re-
serve Bank.

Each year, the Federal Reserve Sys-
tem—Dbasking in the glory of its seized
independence—sends the U.S. Treasury
a bill for $1.9 billion in interest on these
bonds—again, bonds that have been paid
for once and the U.S. Treasury obligingly
sends off the check for $1.9 billion.

Mr. Speaker, can anyone on this floor
support the idea of paying interest on
an obligation that has been completely
paid up? I know of no parallel anywhere.
Does anyone continue to pay interest to
their bank after they have paid for their
automobile in full?

This is an absurd situation which the
Congress has allowed to develop through
the years. Mr. Speaker, it would indeed
be difficult for any Member of this body
to explain to the American voters just
why we have allowed this to go on. I
don’t think there is a congressional dis-
triet in this country where the people—
regardless of their political leanings—
would approve of paying a debt twice.

This is just like an individual who en-
gages a broker to pay off his mortgage,
and then finds that the broker, after pay-
ing the mortgage holder, has retained
the mortgage for himself, continuing to
collect the interest, and asserting the
right to come around and collect the
principal again when the mortgage
matures.

Is this the kind of ridiculous position
that the Congress wants to present to the
American people? Mr. Speaker, the
American people are also curious about
what the Federal Reserve System does
with the $1.9 billion it receives in inter-
est each year. Unfortunately, none of
us—although we are public servants,
supposedly watching over the activities
of the Federal Governmenf—can give
them this answer, In fact, no one can
provide the answers except the handful
of insiders within the Federal Reserve
System itself.

As my colleagues know, the Federal
Reserve is not audited. The Federal Re-
serve and its lobbying ally, the American
Bankers Association, have consistently
opposed an audit by the General Ac-
counting Office. The GAO cannot look
at the books of the Federal Reserve de-
spite the fact that it audits every other
Government department and agency.
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Does it not seem strange that the Federal
Reserve—with all of this huge sum of
money—is exempt from the scrutiny of
the GAO? Does that not raise questions
in the minds of every Member of this
House?

Of course, the $1.9 billion of unaudited
funds provides the Federal Reserve with
a huge slush fund. This money is not
appropriated; it is just paid by the U.S.
Treasury as interest on those paid-up
bonds.

There are many on this floor who
jealously guard the Congress’ preroga-
tives in the area of appropriations. Most
of us regard the appropriations process
as an important means by which the
Congress can serve as a watchdog over
the Federal Government and its use of
the people’s money. Yet, we abandon the
people and refuse to serve as an overseer
of the use of money—the people's
money—by the Federal Reserve. We
abdicate our role and again, I say this
is a fact that would be hard to explain
to most American voters.

How do we justify letting a Govern-
ment agency—the Federal Reserve Sys-
tem—use $1.9 billion without the re-
motest kind of check by this Congress?
It is obvious that we are not doing our
duty.

Through the years, I have been able
to discover a few of the activities for
which the Federal Reserve has been using
the people’s money. For example, I have
discovered in hearings that the Federal
Reserve spends $90,000 in dues to State,
local, and national banking associations
each year. In other words, the Federal
Reserve uses the people’'s money—tax-
payers’ funds—to pay the American
Bankers Association to come up here and
lobby the Congress.

They pay the ABA to come to Capitol
Hill and lobby to keep the books of the
Federal Reserve unaudited and to keep
this slush fund flowing into their coffers.
They pay to have the ABA lobby against
the cancellation of the $45 billion worth
of paid-up bonds.

To my knowledge, the Federal Reserve
System is the only Government agency
that is given money to pay a lobbying
organization. The Federal Reserve is the
only agency of our Government that is
a dues-paying, card-carrying member of
a full-fledged lobby.

Mr. Speaker, the $90,000 to the Amer-
ican Bankers Association and the other
lobbying organizations is only a small
part of the wasteful expenditures of
the Federal Reserve System. In 1964,
the Banking and Currency Committee
had extensive hearings under the gen-
eral title of “The Federal Reserve Sys-
tem After 50 Years.” I quote from the
staff report on these hearings of August
25, 1964:

In addition, testimony given before the
subcommittee indicated that dssplte the
System’s internal audits and reviews of same,
its remarkable freedom from any external
public audit has led to many guestionable
expenditures. A random sample by the com-
mittee staff of the System’s expenditure
vouchers reveals such items as $4,697.61 for
an employees' dinner, including $125 for a
comedian and $435 for an orchestra; $462.59
for an empioyeee' bowling banquet; a con-
tribution of over $5,000 to a local chapter
of the American Institute of Banking; and
$5,350.35 for a luncheon given by the New
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York Federal Reserve Bank for the New
York Bankers Assocliation at the Waldorf-
Astorla. No expenditures of these kinds
without congressional approval would be al-
lowed in the case of other Government ac-
tivitles subject to the Budget and Account-
ing Act.

Mr. Speaker, this is what happens
when we allow the Federal Reserve Sys-
tem to continue to draw massive interest
on the $45 billion worth of paid-up bonds.
We cannot justify such a system and we
should face up to our responsibility and
cancel these bonds.

In conclusion, Mr. Speaker, let me ask
the House three basic questions concern-
ing the $45 billion worth of bonds:

Why should the American taxpayers
be compelled to pay interest on bonds
that have already been paid for in full?

Why should the American taxpayers
be required to pay for these bonds again?

Why should these bonds continue to
be charged against the national debt
when they have already been paid in
full?

The SPEAKER pro tempore (Mr.
Narcuer). The time of the gentleman
from Texas has expired.

Mr. MARTIN. Mr. Speaker, I have no
further requests for time.

Mr. COLMER. Mr. Speaker, I move
the previous question.

The SPEAKER pro tempore (Mr.
NarceEr). The question is on ordering
the previous question.

The question was taken; and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. PATMAN. Mr. Speaker, on that I
demand a division.

Mr. GROSS. Mr. Speaker, I object to
the vote on the ground that a guorum
is not present, and make the point of
order that a quorum is not present.

The SPEAKER pro tempore. Evidently
a quorum is not present.

The Doorkeeper will close the doors,
the Sergeant at Arms will notify absent
Members, and the Clerk will call the roll.

The question was taken; and there
were—yeas 291, nays 99, not voting 43, as
follows:

[Roll No. 122]
YEAS—291

Abbitt Button Edmondson
Adair Byrne, Pa. Edwards, La.
Addabbo Byrnes, Wis, Ellberg
Albert Cabell Erlenborn
Anderson, Ill. Cahill Eshleman
Anderson, Carter Evans, Colo.

Tenn. Fallon
Andrews, Cederberg Parbstein

N. Dak. Clancy Fascell
Arends Clawson, Del Felghan
Ashley Cohelan Fino
Aspinall Collier Fisher
Barrett Conable Ford, Gerald R.
Bates Corbett ord,
Belcher Corman William D,
Berry Cowger Fraser
Betts Cramer Frelinghuysen
Blester Culver Friede
Blackburn Daddario Fulton, Tenn,
Blatnik Danlels Fugua

s Davls, Ga Galiflanakis

Bolling Davis, Wis Gallagher
Bolton Dawson Garmatz
Brademas de la Garza Gettys
Brasco Delaney Glaimo
Brooks Dellenback Gilbert
Broomfleld Denney Gonzalez
Brotzman Dent Goodell
Brown, Ohlo  Dickinson Goodling
Broyhill, Va Diggs Tay
Burke, Fla Dingell Green, Oreg.
Burke, Mass Donochue Green, Pa
Burleson Dowdy G
Burton, Calif. Downing Gul
Bush Dulskl Hagan

Halleck Martin Roudebush
Halpern Mathias, Callf. Roush
Hamilton Matsunaga Roybal
Hammer- May St Germain

schmidt Mayne Schadeberg
Hanley Meeds Scheuer
Hanna Meskill Schneebeli
Hardy Michel Schweiker
Harrison Miller, Calif. Schwengel
Harsha Miller, Ohio Scott
Harvey Mills Shipley
Hathaway Minish Shriver
Hawkins Mink Sikes
Hays Monagan Sisk
Hébert Moore Slack
Hechler, W. Va, Moorhead Smith, Towa
Helstoskl Morris, N. Mex. Smith, Okla.
Henderson Morton Springer
Herlong Mosher Stanton
Hicks Moss Steed
Holifield Multer Steiger, Ariz,
Horton Murphy, 111, Steiger, Wis.
Hosmer Myers Stephens
Howard Natcher Stratton
Hull Nedzi Stubblefield
Hunt Nix Taft
Irwin O'Hara, Il Taylor
Johnson, Calif, O'Hara, Mich. Teague, Calif.
Johnson, Pa. Olsen Teague, Tex
Jones, Ala. O'Nelll, Mass, Tenzer
Earsten Passman Thomson, Wis
Kastenmeier Patten Tiernan
Kazen Pelly Tunney
Eee Pepper Udall
Keith Perkins Ullman
Kelly Pettis Utt
King, Calif. Philbin Van Deerlin
Kirwan Pirnie Vander Jagt
Kluczynskl Poage Vanik
Eornegay Poff Vigorito
Euykendall Pollock Waggonner
Kyros Price, Il Waldle
Laird Price, Tex. Walker
Landrum Pryor Watkins
Langen Pucinski Watts
Latta Purcell Whalen
Leggett Qulie ‘Whalley
Lloyd Railsback White
Long, Md. Reld, Il. Whitener
Lukens Reid, N.¥. Widnall
MeCarthy Reifel Wiggins
MeClory Reinecke Williams, Pa.
McCulloch Rhodes, Arlz. Willis
McDade Rhodes, Pa. Wilson, Bob
McDonald, Riegle Wilson,

Mich. Roberts Charles H.
McEwen Robison Winn
McFall Rodino Wyatt
McMillan Rogers, Colo. Wylle
Machen Ronan Wyman
Madden Rooney, Pa. Yates
Mahon Rosenthal Young
Malilliard Rostenkowskl Zablockl
Marsh Roth on

NAYS—09
Abernethy Flynt O’'Neal, Ga.
Andrews, Ala. Fountain Ottinger
Annunzio Fulton, Pa. Patman
Ashbrook Gardner Pickle
Ashmore Gathings Pike
Baring Gibbons Quillen
Bennett Gross Randall
Bevill Grover Rarick
Bingham Gude Rees
Blanton Gurney Reuss
Bow Haley Rogers, Fla.
Brinkley Hall Rumsfeld
Brock Hansen, Idaho Ryan
Brown, Calif. Heckler, Mass. Sandman
Brown, Mich. Hungate Satterfield
Broyhill, N.C, Hutchinson cherle
Buchanan Jarman Selden
Burton, Utah Joelson Skubitz
Chamberlain Jonas Smith, N.Y.
Cleveland Jones, Mo. Snyder
Colmer Jones, N.C, Stafford
Conte King, N.Y Stuckey
Cunningham  Kleppe Sullivan
Curtis EKupferman Talcott
Derwinskl Kyl Thompson, Ga.
Devine Lennon Tuck
Dole Lipscomb Wampler
Duncan McClure Watson
Dwyer MacGregor Whitten
Eckhardt Mathias, Md. Wolff
Edwards, Ala. Minshall Wright
Esch Montgomery Wrydler
Findley Nichols Zwach
NOT VOTING—43
Adams Carey Dorn
Celler Dow

Battin Clark Edwards, Calif,
Bell Clausen, Everett
Boland Don H. Evins, Tenn.
Bray Conyers Flood
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Foley Mize Rooney, N.Y

Hansen, Wash. Morgan Ruppe

Holland Morse, Mass St. Onge

Ichord Murphy, N.Y. Saylor

Jacobs Nelsen Smith, Calif.

Karth O'Konskl Staggers

Long, La. Pool Thompson, N.J.

Macdonald, Resnick Williams, Miss.
Mass. Rivers Younger

So the previous question was ordered.

The Clerk announced the following
pairs:

Mr. Rooney of New York with Mr. Smith of
California,

Mr, St. Onge with Mr. Bray.

Mr. Holland with Mr. Morse of Massachu-
setts.

Mr. Everett with Mr. Saylor.

Mr. Evins of Tennessee with Mr. Bell.

Mr. Flood with Mr. Ayres.

Mr, Murphy of New York with Mr. Younger.

Mr. Morgan with Mr. Ruppe.

Mr. Macdonald with Mr. Don H. Clausen,

Mr. Celler with Mr. Battin.

Mr. Carey with Mr. Mize,

Mr. Staggers with Mr. Nelsen.

Mr. Clark with Mr. O’Eonski,

Mr. Karth with Mr, Adams.

Mr. Boland with Mr. Willlams of Missis-

sippl.
Mr. Thompson of New Jersey with Mr.
Ichord

Mr. Jacobs with Mr. Pool.

Mr, Philbin with Mr, Dorn.

Mr. Edwards of California with Mr. Long
of Louisiana.

Mr. Dow with Mrs. Hansen of Washington.

Mr. Foley with Mr. Conyers.

Mr. HUNT changed his vote from
llnay)' to "Yea."

Mr. RANDALL changed his vote from
“yea” to “nay."

The result of the vote was announced
as above recorded.

The doors were opened.

The SPEAKER. The question is on the
resolution.

The resolution was agreed to.

A motion to reconsider was laid on the
table.

Mr. MILLS. Mr. Speaker, I move that
the House resolve itself into the Com-
mittee of the Whole House on the State
of the Union for the consideration of the
bill (H.R. 10328) to increase the public
debt limit set forth in section 21 of the
Second Liberty Bond Act, and for other
purposes.

The SPEAKER. The question is on the
motion of the gentleman from Arkansas.

The motion was agreed to.

IN THE COMMITTEE OF THE WHOLE

Accordingly, the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill HR. 10328, with
Mr. FasceLrL in the chair.

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

The CHAIRMAN. Under the rule, the
gentleman from Arkansas [Mr. MrrLs]
will be recognized for 2 hours and the
gentleman from Wisconsin [Mr. BYRNES]
will be recognized for 2 hours.

The Chair recognizes the gentleman
from Arkansas [Mr, M1LLs].

Mr. MILLS. Mr. Chairman, I yield my-
self 20 minutes.

Mr., Chairman, the Committee on
Ways and Means is back today with a
bill dealing again with the very vexing
subject of the ceiling on the amount of
debt the Treasury, in the name of the



15032

credit of the United States, may have
outstanding at any given time.

Mr. Chairman, I am sure that my col-
leagues are aware of the gravity of the
issues which are involved in this discus-
sion today. However, permit me to re-
mind them in the course of my remarks.

But before doing that let us look at
our experience with debt limit earlier
this year. I would like to have the Mem-
bers, if they will, follow me by having
at hand a copy of the report which has
been filed by the Committee on Ways and
Means to accompany this bill. The gen-
tleman from Mississippi [Mr. CoLMER],
in presenting the rule for consideration
of this measure, called attention to the
fact that he had not in the past voted for
increases in this ceiling, but that on this
occasion he proposed to vote for this bill
realizing, as he does, the very serious
situation that faces the American people
and the American Government at this
time.

Mr. CoLMER called attention to the fact
that there is a table on page 2, which in-
dicates a development which he does not
like, a development which I do not like,
and a development which the Members
on the floor, I would say, do not like.

This table shows the growth in the
public debt limitations in effect since
1941. At the beginning of World War II
we had a permanent debt limitation of
$65 billion. That rose in 1946, right at
the end of World War II, to $300 billion.
It was possible for us to reduce that by
some $25 billion. In part this reduction
would be made because we departed from
the practice of counting securities at face
value and converted over to the actual
amount owed at the given time on these
securities. In addition, we did not actual-
ly need during World War II all of the
$300 billion provided by the limitation.

If the Members will notice, on August
28 of 1955 it became necessary for us to
increase the public debt above the then
permanent limit of $275 billion, and at
that time we departed from the method
we had followed up to that time in han-
dling the debt. That is, instead of provid-
ing for a permanent increase, we pro-
vided a so-called additional temporary
debt limitation.

If the Members will look down through
that table, they will see that in some
fiscal years it was necessary for the
Congress to act as many as three times
to adjust this temporary ceiling on the
debt in order to enable bills coming due
to be paid.

Earlier this year, the last time we had
this matter before the House, the Mem-
bers will recall, the bill provided a fur-
ther $6 billion increase in order to en-
able the Treasury to pay the bills com-
ing due in February and March and still
stay within the ceiling.

In large part the additional expendi-
tures which oceurred were related to
Vietnam. Most of us—although there
were a few, perhaps, who did not—voted
for the supplementals providing these
additional expenditures for Vietnam.

The total of the additional Vietnam
or defense expenditures, were, if I re-
member correctly, $9.7 billion.

We increased the debt ceiling however
by $6 billion.

In connection with that bill, the other
body decided in its wisdom in its Finance
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Committee to make that $336 billion a
permanent debt ceiling and to do away
with the temporary debt ceiling. They
raised the $285 billion permanent ceiling
to $336 billion and did away with the
temporary ceiling.

It is a strange thing. It is only in the
House of Representatives apparently
where debt limits are decided by just a
few votes. I do not know what the dif-
ference is, but on occasions when we
have had some very warm discussions
in this body, as I recall, debt limit bills
have gone through the other body by
lopsided votes. Anyway, the bill passed
in the Senate on this occasion with the
increase in the permanent ceiling, and
we met in conference on it. The Senators
receded from their position and agreed
to go along with the House—making it
temporary again—or $51 billion over and
above the $285 permanent debt ceiling.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. I yield to the gentleman.

Mr. BYRNES of Wisconsin. I think
maybe the attitude of the other body on
this matter might be a reflection of its
attitude also on spending—which ap-
parently passes that body with much
less difficulty than in this body.

Mr. MILLS. Mr, Chairman, I under-
stand my colleague’s views on that sub-
ject.

At any rate, we in conference, the gen-
tleman from Wisconsin and I and other
members of the conference, I believe,
made the same statement: that when the
debt ceiling for the fiscal year 1968 was
considered, we, the House members of
the conference committee, would rec-
ommend to our other colleagues on the
Committee on Ways and Means that we
return to the more realistic approach of a
permanent debt ceiling. That is one of the
things we have done in this bill.

We have established a debt limitation
this time which is concerned with the
“permanent” ceiling rather than the
“temporary” ceiling. The provision we
made in the ceiling for a greater allow-
ance for contingencies is consistent with
the concept of a permanent ceiling. A
temporary limitation intended for a sin-
gle fiscal year, or for a portion of a fiscal
year, appropriately contains little allow-
ance for contingencies. A permanent
limitation, on the other hand, must pro-
vide a greater allowance if it is to offer
any hope of remaining in effect for a
longer period of time than a temporary
limitation.

Recent experience with the temporary
debt limitation has shown that the pro-
cedure followed in establishing a tem-
porary limitation makes it necessary to
raice the debt limitation more than once
during a given fiscal year whenever un-
expected events occur, Often this means
that the increases which occur during the
fiscal year must be considered within a
climate of imminent financial crisis. The
debt limitation is more likely to be an
effective control over nonessential spend-
ing when Congress has ample time to ex-
amine projected receipts and expendi-
tures and determine an appropriate
limitation.

I should also point out that the current
permanent debt ceiling of $285 billion
has very little meaning. The level of the
public debt is now around $330 billion.
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All agree that it would be impossible to
reduce the debt to $285 billion in a short
period of time. As a result, having this
unreasonably low permanent debt ceil-
ing cannot have any real effect on our
fiscal situation.

We are establishing in this bill a limit
which we hope will remain in effect be-
yond the fiscal year 1968 if some of the
contingencies I shall point out in a mo-
ment do not occur—and we all hope they
do not.

Oh, a great deal has been said about
the fact that we are proposing an in-
crease of $29 billion over the present
temporary ceiling of $336 billion.

If a person wanted to, I suppose he
could also point out that we are raising
the permanent ceiling from $285 billion
to $365 billion. All of these things are
completely accurate, but there is, I be-
lieve, a good explanation.

Let us then examine this question as
to the appropriate level for the debt
limitation in the period ahead.

When we studied this question in the
Committee on Ways and Means, it was
readily apparent that the problem this
year is different and more complex than
in years past. In the past, it was possible
to proceed by obtaining estimates of re-
ceipts and expenditures from the ad-
ministration and then providing a debt
limitation based on these estimates to-
gether with a minimum allowance for
contingencies.

We could have brought back a ceiling
of $345 billion plus $3 billion for the
normal contingenecies. This is the prac-
tice we followed in the past. Had we been
dealing with a temporary ceiling under
the usual circumstances we would have
done this. This could be computed from
the data in the table on page 5 of the
report. It points out the limit required
on this basis for the beginning and mid-
dle of each month, assuming a $4 billion
cash balance. That is the way we have
operated in the past. That takes into ac-
count a deficit, according to the adminis-
tration’s changed estimates, of $11.1 bil-
lion instead of the $8.1 billion, I believe it
was, which was estimated in January.
We have come here and told you that
is the best we could do. We could have
said that was our best judgment. Then,
we probably would be back here asking
you for some relief from that situation
by January of next year or perhaps even
earlier.

Why? Let me point out that this year
the contingencies are unusually numer-
ous and potentially very large. Further-
more, they are related primarily fto
uncertainties over defense spending and
the level of receipts. They do not involve
uncertainties over the level of nondefense
spending. The job we face is that we must
provide an adequate allowance for these
very real contingencies but at the same
time make it clear that this allowance
must not be used to enlarge our non-
defense spending.

Mr. Chairman, let us begin by examin-
ing as objectively as we can the real con-
tingencies with which we are faced.

Let us look at the table on page 7. First
is the $3 billion contingency that we
normally allow. You would want to in-
clude that, which would raise the $345.2
billion of requirements to $348.2 billion.
If we were following the old practice of
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trying to deal with a temporary ceiling,
that is all we would allow.

One of the important contingencies
which must be considered in fixing the
debt limitation is the fact the adminis-
tration’s estimates assume $5.5 billion
in receipts from legislation that has been
proposed but as yet at least has not been
enacted. Most of these receipts are tied
to the 6-percent surcharge on individual
and corporate income tax liabilities
which the administration proposed to
become effective on July 1 of this year.

Does anyone now believe that there
will be such a proposal enacted and in
law by July 1? The full amount of the
revenue of such a proposal for the en-
tire fiscal year is $5.5 billion. Certainly
at this time at least we should not take
these revenues into account.

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

Mr. MILLS. I yield to the gentleman
from Iowa.

Mr. GROSS. The gentleman is talking
about contingencies. When do you pro-
pose to bring in a tax bill?

Mr. MILLS. At the proper time we
will deal with that.

A second contingency relates to re-
ceipts under existing law. The adminis-
tration currently estimates that re-
ceipts in the fiscal year 1968 will be
roughly $120 billion without taking any
proposed revenue increases into account.
This estimate, however, is based on cer-
tain assumptions regarding the level of
individual incomes and corporate profits.
At this time, these assumptions are sur-
rounded by more than the usual degree
of uncertainty. I believe the Treasury
estimates assume a corporate profit level
of $83 billion for this year. I find there
is wide agreement that corporate prof-
its may well be considerably lower than
this.

Our own staff of the Joint Commit-
tee on Internal Revenue Taxation tells us
that, according to their estimates, the
Treasury revenue estimates are $2.5 bil-
lion high. This is based on the some-
what lower estimate of $80 billions for
corporate profits. The Treasury repre-
sentatives when they were before us said
that these estimates of the staff appeared
to represent a reasonable allowance for
this contingency. They did not quarrel
with this figure. So that $2.5 billion has
to be added to what you need in the
coming fiscal year.

A third contingency concerns the sub-
ject of participation certificates which
seems to be quite a live issue. The treat-
ment of these certificates in the past
has been not to treat them as debt, but
rather as the sale of an assef. There-
fore, they have not been included in the
debt subject to limitation. However, if
the proposed volume of certificates is
not sold, Federal debt obligations sub-
ject to the limitation have to be issued
to offset the expenditures that would
otherwise ocecur.

In the January budgef, the adminis-
tration assumed that it would sell $5
billion of participation certificates dur-
ing the fiscal year 1968. However, the
House has already denied the authority
to sell $2.4 billion of these participation
certificates and has not yet expressed
its view with respect to all of the re-
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mainder of this total. We, of course, do
not know how Congress will finally dis-
pose of this issue. But it is clear that the
change in policy has gone far enough
so that we must now make provision in
the debt limitation for the possibility
that Congress will not permit the pro-
posed sales of participation certificates
to take place.

That has to be added in then, does it
not? The $5 billion for participation
certificates. I am just using simple arith-
metic that anybody can understand to
see whether or not we are being realistie.

A fourth contingency concerns the
level of military spending. While the ad-
ministration can make estimates of mili-
tary requirements 18 months in advance,
the accuracy of these estimates ulti-
mately depends, in no small part, on the
actions of our adversaries. If they take
aggressive steps which must be met with
greater efforts on our part, military
spending will necessarily be greater in
the final analysis than it was initially
expected to be.

While the administration presented its
best estimates of defense spending for
the fiscal year 1968 in the budget mes-
sage released this past January—only 4
short months ago—there already have
been indications that actual defense
spending may be higher than the Janu-
ary estimates. One informed source, the
chairman of the Senate Preparedness In-
vestigating Subcommittee, has stated
that he believes defense expenditures
will be $4 to $6 billion above the January
estimates.

Now I see my good friend, the chair-
man of the Appropriations Committee,
on the floor, the man who knows as
much—if not more than—anybody else,
in my opinion, about what lies ahead of
us in the case of military expenditures.
If he has any quarrel in his own mind
with what the chairman of the Senate
Subcommittee on Preparedness has said
some time ago, about how much more it
would cost in his opinion to earry on the
gltmv.tat.mn in Vietnam, I will yield to

I remember last year my friend from
Texas called our attention to the fact
that the budget then understated mili-
tary expenditures by anywhere from $5
to $15 billion, and it turned out to be
about $10 billion. Does the gentleman
think we have enough in here for Viet-
nam already for 1968, or will it take
more?

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

Mr. MILLS. I yield to the gentleman
from Texas.

Mr. MAHON. Mr. Chairman, I would
be pleased to comment briefly with re-
spect to this matter.

The House committee report of June
24 on the fiscal 1967 Defense bill last year
made it clear that as the fiscal year pro-
ceeded, if combat operations should con-
tinue at a high level, substantial addi-
tional funds would be required. The re-
port pointed out that the Defense De-
partment had advised the committee
that if the Vietnam war should continue,
a substantial supplemental request for
additional funds would be made when
requirements could be more accurately
computed. The regular fiscal 1967 re-
quest for defense funds was based upon
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the arbitrary budget assumption that the
war would end on June 30, 1967. This
was recognized at the time as being a
purely arbitrary assumption for budget
purposes and not a prediction that the
war would end at that time. No one, of
course, can predict when the war will
end.

The situation is entirely different this
yvear. The budget for fiscal 1968 assumes
that the war will continue beyond the
end of the fiscal year 1968. The Defense
Department does not agree that an ad-
ditional appropriation beyond what is
requested in the budget for 1868 will be
required for the war in Vietnam, Officials
do, however, recognize that if the war
should escalate beyond requirements an-
ticipated and included in the January
budget for 1968, then additional funds
would be required.

I simply say that it appears to me that
the war will very probably escalate and
that additional funds will probably be
required. But it would be impossible to
now fix a meaningful figure as to any
additional sums that might possibly be
needed during fiscal year 1968 for the
continuation of the war. The point is,
that the budget assumptions underlying
the 1968 budget for defense are entirely
different from those underlying the 1967
budget for defense.

Mr. MILLS. Let me ask my friend from
Texas: Are we as a Committee on Ways
and Means being unrealistic if we pro-
vide a permanent ceiling high enough to
accommodate a contingency of $5 billion
of additional expenditures in Vietnam
in fiscal year 1968?

Mr. MAHON. I believe that it is a very-
prudent thing for the committee to do
and for the Congress to do, to provide
this additional flexibility.

I say to the gentleman that while it is
very disappointing to be called upon to
vote for the legislation now pending, it
seems to me we have no other responsible
course to pursue under all the circums-
stances and I support the position of the
gentleman from Arkansas in the matter.

Mr. MILLS. I thank the gentleman.

The contingencies I have listed are
merely the more important ones now
known to us. Other contingencies may
arise. For example, the explosive situa-
tion in the Near East may require addi-
tional expenditures. Even the contin-
gencies I have listed, however, add to a
large total. As you will see from page 7
of the committee report, they add up to
some $19 to $22 billion when the normal
contingency allowance of $3 billion is
included. Added to the peak debt of
$345.2 billion currently projected by the
administration for the fiscal year 1968,
assuming a $4 billion cash balance, they
result in a total ranging from $364.2
billion to $367.2 billion.

The committee recommends that the
debt ceiling provided for the coming
period be large enough to meet these
contingencies should they arise. I wish
to emphasize that the debt ceiling of
$365 billion recommended by the com-
mittee does not include any allowance
for the contingency that nondefense ex-
penditures will be increased above the
levels authorized by Congress. Should it
become apparent that such spending is
being increased above the levels covered
by appropriated funds, the committee
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will be in a position to review the level
of the debt limitation to see whether it
should be lowered to foreclose the possi-
bility of any additional nondefense
spending.

Now, Members of the House, this is a
serious situation. The type of deficit
which would be realized if all these con-
tingencies occur clearly is too high for
us to countenance in time of war—and
we are in a war—assuming the economy
will otherwise stand, without becoming
stagnant or going downhill, an increase
in taxes.

You know it, and I know it.

I have been withholding my own judg-
ment about additional taxes for two rea-
sons. I want to find out whether the
Congress of the United States, in view of
what is taking place throughout the
world, will be able to make any sizable,
material reductions in the rate of Gov-
ernment spending. Second, I want to find
out whether the imposition of higher
rates of taxes upon our people will pro-
duce additional revenues. If taxes are
imposed on an economy when it is stag-
nant—or in a period of pause, as they
refer to it now—it is entirely possible
that tax rates could be imposed that
would not have a desirable effect. I have
not yet reached a determination on either
of these questions,

When one looks at the budget projec-
tions for fiscal year 1968 he should bear
in mind that the administration figure
of an $11.1 billion deficit allows for no
contingencies other than some relatively
slight revisions in the January budget
astimates. Without the $5'% billion of
revenue involved in the 6-percent income
tax surcharge and the speedup of cor-
porate tax payments and with $2.5 bil-
lion less in receipts under existing law,
the deficit would be $19.1 billion.

Even if one looks only at this last fig-
ure and does not allow for any other con-
tingencies, it alone points the finger to
the need for additional revenues.

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

Mr. MILLS. I yield to the gentleman
from Texas.

Mr. MAHON. I believe it would be fair
to point out, with respect to the question
of whether Congress is going to cut
spending——

Mr. MILLS. I am not criticizing my
friend from Texas. The finger is pointed
at all of us.

Mr. MAHON. I am not raising that
issue at all. What I want fo say is that
as of this date we have reduced the ap-
propriation requests in bills passed by
the House this session by about $1,750,-
000,000, Within the next few weeks we
will have opportunities to make further
reductions, and probably we could safely
say that reductions will be made by Con-
gress in appropriation bills this session
to the extent—very roughly—of $21% bil-
lion or more.

But even that would not all be reflected
in a reduction in actual spending in fiscal
1968 so it is becoming apparent that
Congress is not going to reduce appro-
priation bills and spending sufficiently
to eliminate a deficit which appears to be
unacceptable.

Mr. MILLS. My friend from Texas has
been here slightly longer than I have.
Both of us are aware that the job of
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holding down expenditures is not com-
pleted when we pass the regular appro-
priations bills. I have seen us make re-
ductions in regular appropriations, and
then turn right around before the fiscal
year was out and vote for a supplemental
that undoes what we initially did. Mem-
bers know I am right. We have done it.
We will probably continue to do it to
some degree.

I am troubled that—and I want the
membership to believe me—it would be
very difficult for us in view of the exist-
ing level of economic activity, in my
opinion, to so adjust the tax rates on
individual and corporate incomes so as to
bring into balance a budget that involves
as much as $150 billion of spending un-
der present conditions.

The CHAIRMAN. The time of the gen-
tleman from Arkansas has again exXpired.

Mr. MILLS. Mr. Chairman, I yield my-
self an additional 5 minutes.

If the current rate of spending con-
tinues, as it looks like it will, we may
lose the use of a vital policy tool in this
country; that is, the adjustment of tax
rates to serve long-range economic needs.
We just cannot reduce taxes in such
circumstances.

Mr. COLMER. Mr. Chairman, will the
gentleman yield briefly to me?

Mr. MILLS. I will be glad to.

Mr. COLMER. The gentleman says he
does not know where we are going or
words to that effect. I am not trying to
put words in his mouth, This is the same
as the chairman of the Committee on
Appropriations, the gentleman from
Texas [Mr. MaHoN], pointed out are his
views with respect to this matter. Now
let me ask my friend from Arkansas, the
very able chairman of this Committee on
Ways and Means and one of the most
knowledgeable people in this whole Con-
gress, if it is not a fact that if we want
to stop this deficit spending, we are going
to have to cut back, to retrench, and
above anything else not start any more
of these new and extravagant programs.

Mr. MILLS., Well, I think it is abso-
lutely essential that we exercise a high
degree of concern and caution with re-
spect to new programs. My friend from
Mississippi, I know, agrees that this
country has never been able to carry on
any sizable war and still go on at home
as though we were not at war at all. You
know it, and I know it. We cannot do
that. If we try, this proposed $365 billion
debt ceiling may perhaps not even be
sufficient to carry us through this up-
coming fiscal year. I hope it will for 1
hope these things will not happen.

I want you to think it through with
me: Has the committee been unreason-
able in the amount we fixed? It is really
$360 billion if you take account of the
required inclusion of FNMA participa-
tion certificates.

While $365 billion is the limitation re-
quested by the administration, the treat-
ment we have accorded participation
certificates in this bill, in effect, reduces
the debt ceiling by $4 to $5 billion below
the level requested by the administra-
tion. Under the terms of the bill, partici-
pation certificates sold by the Federal
National Mortgage Association during
the fiscal year 1968 will be included
within the total of the debt subject to
limitation.
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This action removes a source of uncer-
tainty. As a result of this action, it will
not make any difference as far as the
debt level is concerned whether FNMA
certificates are sold or they are replaced
by the issuance of debt obligations. In
the budget, the administration proposed
the sale of $4 to $5 billion of FNMA
certificates.

Including the sale of these certificates
in the debt ceiling, however, has the ef-
fect of making $4 to $5 hillion of the
$365 billion of debt subject to limitation
unavailable for general debt purposes,
as it would have been under the general
debt limitation proposed by the admin-
istration. Therefore, the effect of the
hill is to provide a limitation lower than
that for which the administration asked.

The FNMA participation certificates
sold during fiscal year 1968 will be in-
cluded within the debt subject to limita-
tion as long as they remain outstanding.
No change is contemplated, however, in
the way these certificates are handled
for accounting purposes in the Federal
budget accounts. Nor is this provision
intended to affect the nature of the
Government’s legal obligation with re-
spect to these certificates.

In addition, this treatment of FNMA
participation certificates does not neces-
sarily represent the committee’s view
as to what constitutes the appropriate
way of treating future issues and other
currently outstanding issues of partici-
pation certificates. We intend to con-
tinue to study the question of how these
certificates should be treated, and we
will review any recommendations on
this point made by the President’s Com-~
mission on Budgetary Concepts.

These participation certificates are
contingencies which I think we should
take into consideration and make al-
lowance for in the fixing of a permanent
debt ceiling. If we were proceeding again
with a temporary ceiling, I would say,
“Oh, Congress will be here all fall and
will be back early next year. Maybe we
will want to legislate three times on this
subject.” But this permanent limitation
offers the opportunity to take us, I hope,
well into the fiscal year 1969 if not all
the way through it. I certainly hope it
will.

Mr. CURTIS. Mr. Chairman, will the
gentleman yield? i

Mr. MILLS. I will be glad to yield to
the gentleman from Missouri.

Mr. CURTIS. The gentleman asked
whether or not this was unreasonable. I
think there is a final contingency that
should be mentioned and one I sought
to mention during our hearings and in
our discussion; namely, the contingency
of the executive branch of the Govern-
ment resubmitting a budget on nonde-
fense areas and cutting back in the non-
defense spending, That is a contingency
that the gentleman did not include.

I want to bring out in debate what I
think honestly is a matter of choosing
between your fiscal year and what we
are recommending here; namely, this one
;:o?ingency. That is all I am seeking

o do.

Mr. MILLS. I agree with the gentle-
man. I think something needs to be done
about controlling expenditures.

The CHAIRMAN. The time of the
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gentleman from Arkansas has again
expired.

Mr, MILLS. Mr, Chairman, I yield my-
self 5 additional minutes.

The CHAIRMAN, The gentleman from
Arkansas is recognized for 5 additional
minutes.

Mr. MILLS. We need to find a way to
control expenditures. We cannot always
leave this to the executive departments.
Mr. Chairman, I have always been op-
posed to an item veto in appropriation
bills, or otherwise. But I tell you one
thing—if we are going to insist con-
stantly upon the executive department
doing something that we will not do here,
I am going to join the advocates of the
item veto.

Mr. Chairman, I would rather have
the expenditure control provided by the
legisleture rather than give to the Pres-
ident and the executive carte blanche
authority to cut wherever they want to
cut. I just do not like that approach.

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

Mr. MILLS. I yield further to the gen-
tleman from Missouri.

Mr. CURTIS. I think, Mr. Chairman,
the gentleman from Arkansas is mak-
ing a very proper point, There is no
question that by having the President
retrench in this way, it does constitute
what the gentleman from Arkansas has
said is a sort of an item veto.

But, Mr. Chairman, insofar as I am
personally concerned, when there is not
the discipline in this body—and certainly
I have tried and have voted against ap-
propriation bill after appropriation bill,
and shall continue to do so—and when
I feel that the survival of our country
is at stake, then I will say to the Execu-
tive or to everyone else, let us cut back.
This is the contingency to which I
referred.

Mr. MILLS. My friend, the gentleman
from Missouri wants to give the Execu-
tive more authority than I do.

Mr. CURTIS. I do not want to give au-
thority to the Executive; I want to take
it away.

Mr. MILLS. Mr. Chairman, certainly
there are two things with which this
Congzress is specifically charged. One of
them is a right to legislate with respect
to revenue and the other is the right to
make appropriations. We have not even
been asked to give those rights to the
executive branch. Now, Mr. Chairman,
I refuse to do so, and I think the mem-
bership of the Committee on Ways and
Means feels the same way. Mr. Chair-
man, I do not want vo give up any more
of the prerogatives that were reposed
in the Congress of the United States.
We have already given up enough.

Now, Mr. Chairman, I will say that
my friend, the gentleman from Missouri
[Mr. CurTisl, is leading himself into a
position in which I know he does not
want to be placed. It is the position of
saying, “We will pass whatever the
President sends up here in the way of
budget requests. Then we are going to
restrict him with a debt ceiling and thus
require him to reduce his own budget re-
guests instead of doing it ourselves.” Mr.
Chairman, either we give him complete
control over the where, when, and how
moneys are expended——

CONGRESSIONAL RECORD — HOUSE

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

Mr. MILLS. Yes. Have I misstated the
situation?

Mr. CURTIS. The gentleman has not
stated the situation exactly right. The
gentleman is correct in saying that the
gentleman from Missouri——

Mr. MILLS. The gentleman does not
like that?

Mr. CURTIS. You may be certain that
I do not. However, we part on this issue
when the security of our country is at
stake.

Mr. MILLS. I am trying to point out
to the Members of the Committee that
we should do something about expendi-
ture control at the legislative level for
the very reason that it is a vital issue.

Mr. Chairman, at the same time I ask
the Members of the Committee, is there
anyone who does not realize that we
cannot go into fiscal 1968 without some
increase in the size of the ceiling on the
debt? We cannot do it. We can argue
about whether [t should be $365 billion,
$360 billion or $363 billion. Butf, Mr.
Chairman, I call upon any Member of
this Committee to stand up who thinks
that we can go into fiscal 1968 with a
permanent debt ceiling of $285 billion.
You all know we cannot do it.

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

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

Mr. ARENDS. Mr. Chairman, the dis-
tinguished gentleman who now occupies
the well of the House knows that he en-
joys the greatest respect and affection
on the part of all the Members of this
body for his ability and for his forth-
rightness in presenting legislation to this
body which comes from the Committee
on Ways and Means.

However, Mr. Chairman, T am terribly
concerned, but I ask the gentleman to
tell the Members of this House where we
are going and why? Do we have any pat-
tern as to how we can influence this
House of Representatives in an effort to
stop spending some of the unnecessary
moneys which we are spending at this
particular time? And, of course, the gen-
tleman from Arkansas knows we are
doing it, and so do I.

Mr. Chairman, there ought to be estab-
lished a priority list by this Congress,
beyond which this Congress is not willing
to go in the field of Federal spending.

Mr. Chairman, I hope that someone
will drive home the point of the serious-
ness of that problem, the spending prob-
lem, this afternoon. i

Mr. MILLS. I am delighted to under-
take to do so, and I will do the best I
possibly can.

Mr. ARENDS. Mr. Chairman, if the
gentleman from Arkansas will yield fur-
ther, I would hope that the gentleman
from Arkansas, when these appropria-
tion bills come up for consideration will
stand up in that well and use his great
influence and persuasive powers and say
itlmt we should put a brake on this spend-
ng.

Mr. Chairman, as everyone knows, we
could not even put a 5-percent reduction
on a recent appropriation bill which was
considered by this body, a move which
any sensible man knows could be made
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an effective instrumentality in cutting
back Federal expenditures. Yet, Mr.
Chairman, we have not been able to do
that on bill after bill.

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

Mr, MILLS. I yield to the gentleman.

Mr. WHITTEN. To keep the statement
from our distinguished and good friend
from Illinois going unchallenged, may I
say the motion made by his side of the
aisle yesterday wiped out the 4.9-percent
cut that the committee had made, where
we had pinpointed the cut and sub-
stituted 5 percent, which is only one-
tenth greater, and left it up to the Bu-
reau of the Budget to cut it. That was the
issue yesterday.

Mr. MILLS. I do not want to get yes-
terday’s problem too deeply involved in
this.

Mr., GERALD R. FORD. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. I yield to the gentleman.

Mr. GERALD R. FORD. I appreciate
the gentleman from Arkansas yielding.
I must respond to what the gentleman
from Mississippi said by saying he is
talking about apples in one case, and
oranges in the next. The cut the commit-
tee made—and I applaud those reduc-
tions—were in the area of obligation au-
thority. The gentleman knows better
than I do because of his long, able, and
dedicated service on the Committee on
Appropriations, the fact that if you cut
obligation authorities by 4-plus percent
does not reflect itself in any way—that
is somewhat exaggerated—it does not re-
flect itself identically as far as spending
is concerned in the next fiscal year.

Mr. WHITTEN. There is some merit
to the point the gentleman has made,
but all our discussion here today con-
cerns the fact that we are spending as
fast as we can obligate, unfortunately.
So I think what I said is substantially
true: that there is some distinetion be-
tween obligations and spending, but it
is that 2 seconds’ difference in time be-
tween the one and the other.

I come back with the fact that for all
practical purposes the 4.9 percent that
we cut, and we applied that cut, was
wiped out by the motion by the other
side, because that motion was tied into
the budget recommendation.

Mr. MILLS. Whether we cut the ap-
propriation 4.9 percent, or 5 percent, in
all probability we will have a supple-
mental back in here restoring most of
the funds.

Mr. GERALD R. FORD. Why do not
the gentleman from Arkansas and my-
self make a solemn pledge here and now
that, except in cases of defense, we will
jointly, vigorously, and affirmatively op-
pose any supplementals, and let the
Bureau of the Budget and the White
House know that right here and now?

Mr. MILLS. I join the gentleman in
expressing the very sincere hope that we
will not have supplementals involving
the nondefense sector of our economy.
I also join the gentleman in an expres-
sion of hope that we can have a study—
which could not be completed by June 30,
which is one reason why I do not think
the motion to recommit this bill ought
to carry—as expeditiously as it can be
done on cutting back nondefense expend-
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itures. I know it can be done. The gen-
tleman knows it can be done.

What I am saying is this: I do not
believe we can fight this war in Vietnam,
get it over with, and still live at home
as though we were not fighting a war.

Mr. GERALD R. FORD. I agree en-
tirely with the gentleman.

Mr. MILLS. And since we cannot do
that, I think we ought to reevaluate our
expenditure position.

Mr. JONES of Missouri. Mr. Chairman,
will the gentleman yield?

Mr. MILLS. I yield to the gentleman.

Mr. JONES of Missouri. Mr. Chairman,
the thing that I am interested in is this:
Am I wrong in assuming that in adopting
this increase in the permanent debt ceil-
ing that the President will not take some
notice of the fact that he shall try to
keep this budget for the next fiscal year
within this permanent debt ceiling, and
not send us up a phony budget cutting
out some milk and school lunch pro-
grams, and things like that, that he
knows are popular?

I will be willing to vote for this bill if
T can have some assurance from the lead-
ership, both on this side of the aisle and
on that side of the aisle, that what we are
doing is that we mean business when we
make this permanent debt ceiling, that
we are going to try to do all we can do,
and that we are sending word to the
President that we expect him to try to
remain within that ceiling?

I want to know what the gentleman’s
feeling is on what the effect of this per-
manent debt ceiling is.

Mr. MILLS. Let me reply to my friend,
the gentleman from Missouri, this way.
We have come here in the past because
we have been in a dilemma at the end of
each fiscal year. The ceiling was going to
fall to the permanent level of $285 bil-
lion. Everybody knew we could not live
within it and that we could not get
down to it.

There will be a difference when we
have a permanent ceiling of $365 billion.
It will not expire on June 30 next. It is
to be a permanent ceiling.

Mr. JONES of Missouri. No, that is
just 23 days from now so I do not think
it will expire.

Mr. MILLS. I am talking about June
30, 1968. It goes on—it is permanent. The
House then can deal more realistically,
as I see it, with this situation. I think
everybody should be advised of the fact,
that it is going to be far more difficult
to get a $365 billion permanent ceiling
increased—except for requirements of
war or things of that sort—than it has
been in the past to get a temporary ceil-
ing increased.

Mr. JONES of Missouri. I want him to
do that for this reason. Last year the
President, when I talked to him about
not carrying forward this Vietnam war
and not hitfing where we should be
hitting and that we were giving sanctu-
aries, why his face lit up and he said,
“There are no sanctuaries in this war.”

Then 6 or 7 months later, they began to
bomb some of these places that we had
refrained from bombing and that is the
thing that has been carrying this on.
I want the chairman of this committee
to know and everybody making appro-
priations, and the President, that we ex-
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pect this $365 billion ceiling to be a ceil-
ing through fiscal year 1969 at least.

Mr. MILLS. There is no way to be sure
of that. No one knows what is likely to
happen in Vietnam.

Mr. JONES of Missouri. I am talking
about here—if we are in a war we can
cut down on some of this domestic
spending.

Mr. MILLS. Buf certainly we could
not cut down on any expenditures in the
Near East.

Mr. JONES of Missouri. Are you telling
us now that we are going to send troops
to the Middle East?

Mr. MILLS. I am not saying that, I
do not know what is going to happen. All
I am saying is, there may not be room to
offset all of these expenditures by cuts
in expenditures on the domestic front.

Mr, JONES of Missouri. I am not in
favor of putting troops in the Middle
East. Some want to take them out of
Vietnam and to send them over there, but
I do not want to do that.

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

Mr. MILLS. I yield to the gentlewoman
from Michigan.

Mrs. GRIFFITHS. For a long time I
sat on two committees where the prop-
osition of establishing priorities in
spending was discussed. Personally, I
think there is some merit to this. But
before we accept it as a general philos-
ophy, I think the people who make the
suggestions ought to set up their list of
priorities of what we are going to spend
money on and show to the rest of us
exactly what is going to be cut out. If
you do that, then I will really be glad to
consider it.

I voted yesterday on the motion to re-
commit with the 5 percent reduction, but
I think in reality that is too vague a way
of doing it. It sounds easy—well, just cut
everything 10 percent. But I do not think
you can do it that way. Since there is no
listing of priorities, if those who are now
suggesting that this is a good way to
run things would set up their own tests
or list, I can tell you now that I will
be happy to look them over and I will
tell you whether or not it is worth voting
on.

Mr. KYL. Mr. Chairman, will the gen-
tleman yield?

Mr. MILLS. I yield to the gentleman.

Mr. KYL. I want to ask my colleague
and friend to help us on another matter.
We have heard today about the possi-
bility of, in some magic fashion, can-
celing about $45 billion of this debt,
which has been paid for once. Is that
a fact or is it fancy?

Mr. MILLS. I am glad the gentleman
from Iowa has called that to my atten-
tion.

I ask our colleague, the gentleman
from Texas, to give me his ear, please.
I want my friend, the gentleman from
Texas, one of the most personable and
one of the most likable men that I have
ever known in my life, to listen to this.
I have always enjoyed my association
with him, and he is always most persua-
sive and always so generous to me. He
has been helpful to me ever since I have
been in the Congress.

I want to know if his bill, HR. 9156,
which he introduced, and which was re-
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ferred to the Committee on Banking and
Currency, embodies the philosophy which
he announced here in connection with
what he said on the rule. Does the bill,
H.R. 9156, which would provide for the
retirement of $40 billion of interest-
bearing obligations held by the 12 Fed-
eral Reserve banks embody the philos-
ophy the gentleman expressed?

Mr. PATMAN. It is based upon that
theory; yes. Instead of $45 billion, we
made it $40 billion, letting them keep
$5 billion.

Mr. MILLS. I understand. The gentle-
man introduced the bill, and I am satis-
fied it was not just the fact that he was
the author of the bill and chairman of
the Banking and Currency Committee
that prevailed on the Speaker to refer
the bill to the Committee on Banking
and Currency. The bill was referred to
the Committee on Banking and Cur-
rency, and the bill is now before the
Committee on Banking and Currency.

Now, my friend came to the Com-
mittee on Ways and Means and ex-
pounded this philosophy and asked us
to incorporate the proposal in the debt
ceiling bill. During consideration of the
rule he talked about opening the rule
so that he could offer his bill as an
amendment. Of course, if the rule had
been opened, I would have made a point
of order against his amendment because
the subject matter of his amendment is
presently before his own committee.

I am not being ecritical. I never want
to be critical of my friend from Texas
or any other of my colleagues. I wish
to analyze just what his bill proposes
to do, and if T am wrong, I will yield
to the gentleman when I get through
so he can show men where I am wrong.
Let me analyze it first.

I do not wish to yield at the moment,
because I am afraid the gentleman will
lead, and I do not want to be led. I
want to make my own explanation, and
then I will yield to the gentleman from
Texas.

The gentleman proposes that we take
back these obligations, What purpose do
these obligations serve? They serve as
the collateral for the issuance of Federal
Reserve notes. What are Federal Reserve
notes? They are the $10, $20 and $50
bills, the currency that you carry around
in your pocket. I think—$38 billion or
more of them are outstanding. H.R. 9156
would withdraw the securities backing
this currency.

The gentleman in his bill specifically
recognizes that under the act establish-
ing the Federal Reserve System, the act
itself imposes primary liability for the
amount of those notes outstanding upon
the Federal Reserve banks. His bill spe-
cifically cancels this liability when it
provides for the canceling of the $40
billion of obligations.

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

Mr. MILLS. No, I am not yielding
until I get through. I intend to be cour-
teous to the gentleman, but I do not want
him to lead me.

The gentleman I believe recognizes
this fact, section 2 of this bill provides
that—

Each Federal Reserve Bank shall be re-
lieved of its llability in the amount of Fed-
eral Reserve Notes issued to it equal to the
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valuation at which the obligations trans-
ferred by it to the Secretary of the Treasury
pursuant to the first section are carried
on its books and the Secretary of the Treas-
ury shall transfer an equal amount, on the
books of the Treasury, from contingent
lability on Federal Reserve notes to direct
currency liability.

What does the bill do? It transfers
the liability for Federal Reserve notes,
after it cancels the obligation supporting
them, to the Secretary of the Treasury,
so that then they become not contingent
liabilities of the United States, but direct
currency liabilities of the United States.
They join the other $166 billion of U.S.
notes or greenbacks as they are some-
times called that we have outstanding.
That is what it amounts to.

But let me point out the clever thing
about this bill—and I am surprised I did
not pick it up before this, because I have
struggled so hard to find some way to get
around raising the debt ceiling. Even
though under this bill Federal currency
would become a direct obligation of the
Treasury, because it would be a currency
liability like U.S. notes, it would not be
included in the public debt subject to
limitation. But it would be just as much
of a debt, whether or not under the
limitation. The currency which is out-
standing and issued by the Federal Re-
serve presently is backed up by securities
of the Federal Government which these
banks hold. Now, my friend from Texas
cancels these securities but creates a
direct currency obligation. He has fallen
for a mirage; he has changed the type
of direct obligation but not the amount
of direct obligations.

I yield to him.

Mr. PATMAN. Mr. Chairman, I am
afraid the gentleman from Arkansas has
fallen for the mirage. He is accusing me
of trying to make these direct obligations
of the Federal Reserve.

Mr. MILLS. I just read the gentle-
man’s bill which makes them direct cur-
rency obligations of the Treasury De-
partment.

Mr. PATMAN. The best evidence is the
law. They had more discussior. over
whether or not the Federal Reserve notes
would be direct obligations of the Fed-
eral Government or Federal Reserve
banks than on any other one point. It
is in the Senate and House and commit-
tee reports.

Mr. MILLS. Let us see what the Fed-
eral Reserve Act says as to what they are
now.

Mr. PATMAN. If the gentleman will
listen, we will see where the direct obliga-
tion is. I will read. Section 16 says:
“Federal Reserve notes, to be issued,”
and so forth, and I am quoting:

The Federal Reserve Notes . . . shall be
obligations of the United States.

Mr. MILLS. But the gentleman left
out the next subsection, subsection 2 of
section 16. It says they shall be direct
liabilities against the assets of the Fed-
eral Reserve banks. Actually they are
presently only contingent liabilities of
Efﬁ Treasury as indicated by your own

Mr. PATMAN. The section in present
law says they shall be obligations of the
U.S. Government.

Mr. MILLS, Read the entire section.
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Mr. PATMAN. Section 16 says:

Federal Reserve Notes, to be issued at the
discretion of the Board of Governore of
the Federal Reserve System for the purpose
of making advances to Pederal Reserve Banks
through the Federal Reserve agents as here-
inafter set forth and for no other purpose,
are hereby authorized.

Mr. MILLS. Read the part which
says——

Mr. PATMAN. I am reading it.

Mr. MILLS. No; just a second now.

Mr. PATMAN. I am reading it all.

Mr. MILLS. Why did the gentleman say
in section 2 of his bill that each Federal
Reserve bank shall be relieved of its
liability? I am talking about the gentle-
man'’s bill.

Mr. PATMAN. That bill does not refer
to the obligations of the U.S. Govern-
ment.

Mr. MILLS. I am talking about the
gentleman’s bill. I am reading the gen-
tleman’s bill. The way this liability is
offset at present is by the obligations of
the United States which the banks hold
and which he wants to cancel.

Mr. PATMAN. The gentleman yielded
to me. I am not reading the bill but the
law.

Mr. MILLS, Well, read all of section
16.

Mr. PATMAN. The gentleman does not
read the law changing the obligation, be-
cause the law itself says since 1913, and
that was the biggest fight on the Fed-
eral Reserve Act.

Mr. MILLS. I understand the history
of it, but I want my friend to read it.

Mr. PATMAN. The gentleman yielded
to me.

Mr. MILLS. I will not yield unless the
gentleman will read all of the section.

Mr. PATMAN. The gentleman yielded,
and I will read it with him.

Mr. MILLS. If the gentleman will let
me have it, I will read it.

Mr. PATMAN., Let me hold it now.

It says here:

Section 16. Federal reserve notes, to be is-
sued at the discretion of the Board of Gov-
ernors of the Federal Reserve System for the
purpose of making advances to Federal re-
serve banks through the Federal reserve
agents as herelnafter set forth and for no
other purpose, are hereby authorized.

The gentleman never read that.

Mr. MILLS. I have read it. Read the
rest of it.

Mr. PATMAN. It says further:

The sald notes shall be obligations of the
United States—

Mr. MILLS, That is right.

Mr. PATMAN, That is correct, is it
not?

Mr. MILLS. That is correct.

Mr. PATMAN. It also says—
and shall be recelvable by all national and
member banks and Federal reserve banks
and for all taxes, customs, and other public
dues.

Mr. MILLS. That is correct.

Mr. PATMAN. It also says:

They shall be redeemed In lawful money
on demand at the Treasury Department of
the United States, in the city of Washing-
ton, District of Columbla, or at any Federal
Reserve bank,

Now let me read the next part:
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2, Application for notes by Federal Reserve
banks

Any Federal Reserve bank may make ap-
plication to the local Federal Reserve agent
for such amount of the Federal Reserve notes
hereinbefore provided for as it may require.
Such application shall be accompanied
with a tender to the local Federal Reserve
agent of collateral in amount equal to the
sum of the Federal Reserve notes thus ap-
plied for and issued pursuant to such ap-
plication. The collateral security thus offered
shall be notes, drafts, bills of exchange, or
acceptances acquired under the provisions
of section 13 of this Act, or bills of exchange
endorsed by a member bank of any Federal
Reserve district and purchased under the
provisions of section 14 of this Act, or bank-
ers’ acceptances purchased under the provi-
sions of sald section 14, or gold certificates,
or direct obligations of the United States.
In no event shall such collateral security be
less than the amount of Federal Reserve
notes applied for. The Federal Reserve agent
shall each day notify the Board of Governors
of the Federal Reserve System of all issues
and withdrawals of Federal Reserve notes to
and by the Federal Reserve bank to which
he is accredited. The said Board of Gover-
nors of the Federal Reserve System may at
any time call upon a Federal Reserve bank
for additional security to protect the Fed-
eral Reserve notes issued to it.

Mr. MILLS. The collateral referred to
here are the Government securities.

Let me ask the gentlemen a question:
Are Federal Reserve notes also a liability
against the assets of the Federal Reserve
banks?

Mr. PATMAN. I think primarily they
were. And we might have to dissolve the
Federal Reserve to get at the assets they
are using for their own purposes.

Mr. MILLS. If they are primarily ob-
ligations of the banks at present they
must be only contingent liabilities of the
Treasury. Is the dissolution of the Fed-
eral Reserve what the gentleman wants
to do?

But now let me go ahead, if I have
answered the question of the gentle-
man from Iowa.

The gentleman from Texas also ac-
cuses us of having approved of high in-
terest rates.

Let us look at the provision to which
he refers. This provision of the bill au-
thorizes the Treasury to issue U.S. notes
which have a maturity of up to 7 years.
Under present law, these notes can be
issued only if they have a maturity of not
more than 5 years. As you know, these
notes are not subject to the 414 -percent
interest rate ceiling presently imposed on
Government bonds.

The Treasury requested authority
which would permit it to take steps to re-
duce the extent to which the average
maturity of the outstanding debt is being
shortened. It has difficulty doing so now
because bonds with an interest rate no
higher than 414 percent cannot be
placed in the present market. Right now,
long-term interest rates are above the in-
terest rate ceiling. During such a period,
more and more of the debt becomes con-
centrated in issues with a relatively short
period remaining to maturity. This de-
velopment may become a problem for
debt management and monetary policy
if continued too long.

The committee recognizes that any
Increase in the interest rate on new
issues of Government bonds would be
viewed by some as an endorsement of a



15038

general policy of higher interest rates.
This we certainly do not intend. For that
reason, the committee did not grant the
administration’s request to remove the
interest rate ceiling on $2 billion of bond
issues. This also accounts for the rela-
tively mild action taken in extending
the period for which notes may be issued.
Even this was approved only after it was
concluded that it—by itself—would not
have any effect on interest rates. It will,
however, give the Secretary of the
Treasury added flexibility with respect
to shortening the maturity of the debt.
CONCLUSION

In conclusion, I want to emphasize
that the debt ceiling provided in this bill
is realistic in view of the very real con-
tingencies we face today. I want to
emphasize that it does not contain any
allowance whatsoever for an increase in
nondefense spending.

The most important of these contin-
gencies concerns the cost of supporting
our troops in Vietnam and wherever else
they may be engaged. The only remain-
ing contingencies allowed for, relate to
uncertainties as to revenues, or proposed
revenues, and as to the treatment Con-
gress will decide upon for participation
certificates. A debt limit that does not
provide a sufficient allowance for these
contingencies might impede the admin-
istration defense effort.

All of us must also recognize that the
approval of a debt limit with a larger
than usual margin for contingencies is
normal in a period in which we are en-
gaged in armed conflict. During World
War II, the permanent debt limit was
inereased by 400 percent. The permanent
debt limit which was established in the
postwar period contained such a large
margin for contingencies that it was not
necessary to increase the debt limita-
tion during most of the Korean war pe-
riod. Provision of an adequate debt ceil-
ing now will merely insure that we do not
run the danger that increases in expen-
ditures needed to support our fighting
men will be in any way delayed.

I repeat that the approval of this debt
limitation in no way implies that we
should lessen our efforts to maintain a
tight rein over nondefense Federal ex-
penditures. Indeed, we must be more
vigilant than ever, I believe my view on
this—if not already known—is suggested
by the Commission I am proposing for
Government program evaluation. To my
colleagues who are as concerned as I am
about expenditure control, I say let us
direct our attention toward a critical re-
view of these expenditure programs but
let us not irhibit the operation of our
Government by too low a limit on the
debt.

I urge your support for this bill.

Mr. BYRNES of Wisconsin, My,
Chairman, I yield myself 10 minutes.

Mr. Chairman, I rise in opposition to
this bill as it has been reported to the
House by the committee; but before go-
ing into the fundamental argument with
respect to this legislation I want to com-
ment on three items in the bill that I be-
lieve are salutary changes.

All of these have been proposed for
some time by the minority members of
the committee in one form or another.
We proposed two of them in February
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of this year in our motion to recommit
the first debt ceiling bill to the commit-

tee.

At that time we felt it essential that
the Treasury be given additional lati-
tude in the interest rates on Government
obligations, in order to better manage
the debt that was outstanding, and we
urged that the current 4%;-percent ceil-
ing on obligations over 5 years be re-
laxed. This bill does provide for some re-
laxation in that interest ceiling.

As the chairman has just said, this bill
raises the time limit on notes from 5
to 7 years so that a T-year obligation can
now he issued at interest rates that re-
flect market conditions. It provides a
period, therefore, of 2 additional years in
the maturity of the obligations that can
be issued outside of the 4Y;-percent in-
terest ceiling.

This is not what the Treasury recom-
mended. I should say to the Members
of this House that in the committee the
Republican members supported the Sec-
retary of the Treasury in his recom-
mendation. That was rejected by the
Democrat members of the committee.
However, the compromise was submitted
and we unanimously supported that
compromise in the committee.

It does not do as much as many of my
colleagues and I think should be done
to remove the restrictions on the Sec-
retary of the Treasury in managing our
debt. However, a little relaxation of this
restriction is better than maintaining the
rigid restrictions that exist in the law
today. Therefore, I applaud this action
by the committee as a move in the
proper direction.

The other matter which we included in
our motion to recommit to the commit-
tee with instructions to amend when the
debt ceiling legislation was before us in
February related to the participation
sale certificates. We said at that time
that these certificates are really obliga-
tions of the U.S. Government. According
to an opinion of the U.S. Attorney Gen-
eral, they carry the full faith and credit
of the U.S. Government. They are sold
to trust funds, including the social se-
curity trust fund; therefore they are as
much a debt of the United States as the
other bonds issued by the Treasury. Of
course, this again was turned down by
what was in essence a party-line vote
last February. I am pleased to say that
a concession has been made, though, in
this bill. The participation certificates
that are proposed to be sold during fiscal
year 1968 will come within the debt ceil-
ingz that is established by this bill. Those
are two steps in the right direction.

The third salutory change is the elimi-
nation of the fiction that we have a
“temporary ceiling"” superimposed on
top of a “permanent ceiling.” Funda-
mentally, we have had only one ceiling
through the years and that is the top
dollar figure that could be outstanding in
debt obligation under the law. The only
temporary feature has been the certain
necessity of reconsidering the ceiling by
June 20 of every year, the date on which
the “temporary ceiling” expired. In the
latter part of the 1950’s we even went so
far in the Congress then in control as to
have a temporary ceiling on top of a
temporary ceiling on top of a permanent
ceiling, It has been a silly device, in my
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opinion, giving the people, and maybe
even ourselves a false sense of the real
level of debt. I think all of us have been
around here long enough to know that
there is nothing concerning the laws of
the United States that is either tempo-
rary or permanent, That is certainly true
as far as our debt ceiling is concerned. At
least in this bill we have gotten rid of
the fiction of a “temporary” ceiling. The
chairman is right when he says we could
be saying today, if we wanted to be dema-
gogie, “Why, you are increasing the per-
manent ceiling by $80 billion from $285
billion to $365 billion.”

But, the chairman of the Committee on
Ways and Means certainly knew that our
side would not raise this specter, because
we have ourselves tried to get rid of this
fiction.

Mr. Chairman, it does not require any
great comprehension to know that under
the law today we have a $336 billion ceil-
ing, That is the figure the Congress es-
tablished last February when we granted
an increase in that temporary debt ceil-
ing of $6 billion.

Now, Mr. Chairman, it is proposed un-
der this bill to provide another 329 bil-
lion of borrowing authority and to raise
that figure from $336 billion to $365 bil-
lion. And, Mr. Chairman, that is the real
issue that we have pending before us
today.

Now, Mr. Chairman, all of us know
that our Nation faces many grave prob-
lems. But in my book none of them are
any more grave than the fiscal problem
which we face.

Mr. Chairman, I say this because un-
less we can put ourselves in a proper fis-
cal posture, our chances of solving the
other grave problems becomes not only
more difficult, but maybe next to impos-
sible. This I say because the one item
that any nation has to have is a sound
currency and a sound fiscal manage-
ment of its governmental business. Mr.
Chairman, it is my opinion that this bill
focuses attention upon the fiscal prob-
lems with which we are faced today.

This bill provides authority to the Sec-
retary of the Treasury to borrow $29 bil-
lion in the next fiscal year. Last Febru-
ary we authorized an additional $6 bil-
lion in borrowing authority. If we pass
this bill, we will have authorized $35
billion of additional borrowing author-
ity on the part of the Government of the
United States during the course of this
year.

Now, Mr. Chairman, while our fiscal
problems are grave, while they are com-
plicated and do not admit of simple solu-
tions, the answer to this bill is simple.

Mpr. Chairman, in my judgment this
request to borrow $29 billion, to go $29
billion further into debt, should be voted
down.

The CHAIRMAN. The time of the gen-
tleman from Wisconsin has expired,

Mr. BYRNES of Wisconsin. Mr, Chair-
man, I yield myself 10 additional min-
utes.

The CHAIRMAN. The gentleman from
Wisconsin is recognized for 10 additional
minutes.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, what we really have pending before
us today is two propositions with respect
to our deficit picture, and neither of
these propositions justifies a $29 billion



June 7, 1967

increase in the borrowing authority of the
Government of the United States.

Mr, Chairman, proposition No. 1, is
that the deficit for fiscal 1968 will be $11
billion. Based on the administration’s
projection of expenditures and revenues,
this is the deficit that must be accommo-
dated for fiscal 1968. That is the official
amount.

We have been told that one of the
aspects of this problem with which we
have to deal is the projection of the
expected deficit. That projection comes
down to us from the administration. It
is based upon the budget submitted to
this Congress as the official document
of the administration and of the execu-
tive branch, projecting expenditures and
revenues of the Federal Government.
This is based upon the official budget of
the United States.

This is the document that normally
guides our action on the debt ceiling, but
this time we have added a second propo-
sition—that there are contingencies
which make it likely that the deficit will
be $29 billion instead of the $11 billion
projected by the administration. This il-
lustrates the credibility gap that has ex-
isted with respect to how much confi-
dence we can have in what the executive
branch does in terms of its monetary
affairs.

I do not question anybody for being
concerned about a credibility gap in this
area after what happened last year. As
late as September of last year we were
told we were going to have a deficit for
fiscal 1967—the current fiscal year—of
only $1.8 billion. Four months later the
administration finally told us the truth
and informed us we were going to have
a deficit of nearly $10 billion in fiscal
1967.

In the short space of 4 months the
administration came in and gave us this
drastically revised picture of the finan-
cial and fiscal plight that we were in.

I do not want to quarrel with my
chairman for suggesting that we should
not put our complete reliance on the
budget message of the President, or even
on the slightly revised budget figures
which were given to us a few weeks ago
when we were told that, instead of having
a $9.7 billion deficit for fiscal 1968, it is
now projected to be $11 billion.

I do not question or criticize the
chairman for suggesting that we have to
look beyond the official facts given to us
by the administration, and that there
are some contingencies. I am not going
to question that.

But let me say this as far as both of
these propositions are concerned. If the
real deficit is $11 billion for fiscal 1968,
then a grant of $29 billion of new bor-
rowing authority would simply make the
debt ceiling a meaningless provision. If
the deficit is $11 billion, as projected by
the administration, then there is no ex-
cuse for increasing the borrowing au-
thority by $29 billion. We would do this
only if we wanted to remove the disci-
pline provided—and it appears to be little
enough—by the ceiling to control expen-
ditures. This is not a very good tool, I
will admit, but it is one tool that we have
to exert some kind of pressure on the
executive branch in terms of spending
levels.

Let me remind my chairman, and the
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Members of this House, that the level of
expenditures from day to day, from
month to month, and from year to year,
is fundamentally in the hands of the ex-
ecutive branch. We give the President
obligational authority, and to that extent
the Congress of the United States is
responsible, but once the authority has
been provided, it is the executive branch
that determines the level of spending
from month to month and from day to
day. They are the ones who can defer
the letting of a contract this year, so that
the bill will not be due until 18 months
from now, rather than having it due at
this time when our fiscal situation is in
a difficult plight. The executive does that.

This debt ceiling can exert some in-
fluence. It has in the past, if you will
look at the record on executive spending
policy. Do the Members want to remove
what little tool they have?

My chairman said, and I agree with
him, there is concern over where we are
going in this Nation as far as expendi-
ture policy is concerned.

And he suggests that we have to have
some better tools. He has introduced leg-
islation establishing a commission to re-
view the expenditure side of our budg-
et. As I understand it, it is a kind of
Hoover Commission, to make policy
recommendations in the area of expend-
itures.

Let me assure him today that I will
support his legislation. I am willing to do
anything that will give us some control.
If the control is not here, give the Presi-
dent some control that can be exercised
and used to get our expenditures in line
with what we can afford under the cur-
rent circumstances.

But I am not going to quibble at this
time as to what the device is. One thing
I am not going to do: I am not going to
vote to give the executive so much bor-
rowing authority that the debt ceiling
is eliminated as a tool providing some dis-
cipline for mitigating this spending
profligacy that is going on in our Na-
tion’s fiscal affairs.

If you grant a $29 billion increase in
borrowing authority to accommodate an
$11 billion official deficit, what are you
doing? You are simply blowing off the
roof. If this Congress desires to do that,
may I suggest to you, my friends and
Mr. Chairman, why not go all the way.
Let us simply repeal the provision of
Liberty Loan Act establishing a ceiling
on how much the Government can bor-
row. Forget about it. It is either going to
be meaningful or we might just as well
throw it out of the window and stop all
this exercise.

So far as I am concerned, I think we
should keep it. I think it can be useful, I
think it has at least some value. This $29
billicn increase in borrowing authority
cannot be justified on the basis of the
official figures given to us by the execu-
tive branch. If you want to accept the
figures of the executive branch, then you
should vote against this bill that is before
you today.

But let us move into this second propo-
sitien eoncerning the contingencies dis-
cussed earlier.

What about the contingencies men-
tioned by the chairman? Is there a real
possibility that if we continue on our
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present course that we will have a deficit
of between $29 and $30 billion in the fis-
cal year 1968? We have to do something
to accommodate this deficit, if it is real?

Frankly, I do not know how real it is
and how fixed these contingencies are.

The chairman admits he cannot say
what they are with any definiteness—ex-
cept that they are on the scene.

We asked the Secretary of the Treas-
ury to try to establish these concretely,
and to make them a permanent part of
the official figures. He would not do that.

Let us assume that these contingencies
are real possibilities. This bill assumes all
of them are real possibilities, because it
increases the ceiling by $29 billion, when
the projected deficit is $11 billion.

Is not that assumption a signal—a sig-
nal to you, to me, to the executive
branch, and to our people—that at this
point we should review and revise our
spending plans so we can avoid a debt of
such magnitude?

Real or potential as these contingen-
cies may be, they are not a signal to me
to give the administration $29 billion
more borrowing authority. It is a signal
to me that something is wrong; that we
should take another hard look at what
our spending and revenue plans are for
the next year; that we should do some-
thing to avoid this huge deficit and to
avoid having to go to the marketplace
for that amount of money under the
current situation.

The official budget of expenditures and
revenues submitted by the President to
this Congress is the document on which
our Appropriations Committee functions.
They point out in some cases that they
have not exceeded the Executive budget,
sometimes, I am afraid, in the belief
that since they have not gone above the
President’s budget, they have done a
good job. I have never interpreted it that
way.

I merely thought we were doing just
as bad a job as the President, if that is
all we could come up with. But this is
the budget of expenditures as submitted
to this Congress, and it is the official
document upon which the development
of all our appropriations and our tax
programs depend. That budget was de-
veloped in the context of a $9 billion
deficit for fiscal 1968, because that is
what it projected.

The determination of the priority of
expenditures was based on the contem-
plated deficit of around $9 billion. A
deficit three times that amount should,
it seems to me, require the establish-
ment of different priorities, both as to
expenditures that we can afford, and
different priorities as far as our revenue
and tax picture is concerned.

Let me point out that we already have
a debt approaching $336 billion, and we
have an interest bill this year amounting
to $14.2 billion—the second biggest item
in our budget.

If you and your family, or any pru-
dent family in this country, were faced
with new and unfcreseen costs, and you
already had a heavy burden of debt with
large interest costs, what would you do?
Would you run down to the bank and
borrow more and add more to your debt
obligation, more to the interest charges
that you had to earry? I do not think
you would. I do not think the prudent
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American family would approach the
problem in that way. They would not
take the easy course, because in the long
run they know that it is not the easy
course.

I think you would take a look at some
other aspects of your family's financial
affairs before you simply ran down fto
the bank, and that is what I think this
Government should do. I do not think we
should automatically borrow another $29
billion and add $1.5 billion to our interest
charges, which are already extremely
high. What would a prudent family do?

I believe it would first lock at what
it had been planning to spend, and say:
‘“We have to cut back. Some of the things
that we could afford when we had only
these normal costs, we now cannot
afford, because we have this new added
cost. Maybe we have to defer buying an-
other car. Maybe we have to forgo a
coat, a suit, or a dress, or some clothes for
the children that we were planning to
buy. We will have to defer those items.”

I believe that is the first thing a pru-
dent family would do under those cir-
cumstances. They would see how far
they could cut back to live within their
means and assume the responsibility of
this new burden.

Why should the Government be any
different? An expenditure that this Gov-
ernment planned last January in an-
ticipation of a deficit of $9.7 billion takes
on a new priority status when we are
faced with a potential deficit of $29 to $30
billion? I believe there are many items in
this budget that take on a new sig-
nificance when we are confronted with a
deficit of this magnitude.

What is the next thing that a prudent
family does? If they cannot cut back suf-
ficiently on their expenditures to avoid
borrowing a big amount, I believe they
might talk in terms of Dad doing a little
moonlighting. I believe Mother might
think of some ways of adding to the fam-
ily income, before running to the bank
and piling up a higher and higher deficit
to meet bigger and bigger interest costs.
I believe some of the kids might think in
terms of looking for some part-time
work, so that they can add to the revenue
side, in an attempt to avoid borrowing
any more money than was absolutely es-
sential under the circumstances.

I believe that is what the prudent fam-
ily would do, instead of rushing to the
bank. My friends, that is what this Gov-
ernment should do at this time. It should
stop, review, and revise. How do we get
that revision? How do we get that review?

I am not just saying it should be the
executive branch. I am not putting all
the responsibility on the executive
branch. Let us recognize the situation
under which we operate. We look to the
Executive for guidance and that is why
we have the Budget Act which requires
the President to set out his proposals. The
Executive knows more than we know, as
a body, about what our problems are,
what our potentials are in the defense
area, what the expenditures will cost, and
how real the contingencies are that the
chairman talks about. They certainly are
in a much better position, having all the
facts, than we are. They should certainly
go back and examine this budget on the
basis of the new priorities, based on a $29
billion potential deficit, because all they
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did was look at it in the light of the pro-
posed $9.7 billion deficit.

They should take another look. We
should also take another look. Both of us
should do it. These are the kinds of con-
ditions that, to me, at least, dictate that
we avoid simply running to the money
market to borrow more money.

These are the kinds of conditions that
require that we take a second look. The
Executive had better take a second look,
and the Congress had better take a
second look.

I, therefore, Mr. Chairman, am going
to oppose this bill, No. 1, because the
$29 figure cannot be justified on their
own projections. I believe, if all they
looked at was the deficit of $11 billion
for fiscal year 1968, the chairman would
not be here recommending a $29 billion
increase.

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

Mr. BYRNES of Wisconsin. I yield to
the gentleman from Arkansas.

Mr. MILLS. Of course I would not.

Mr. BYRNES of Wisconsin. I know.
The gentleman is basing this on the pos-
sibility of these contingencies.

Mr. MILLS. I am taking into consider-
ation some facts I know exist. My friend
is not willing, I am sure, to tell me he
believes that the deficit is not going to
by any more than $11 billion.

Mr. BYRNES of Wisconsin, I know it
is. I grant that.

Mr. MILLS. Of course it is.

Mr. BYRNES of Wisconsin. But if we
assume it will be the full $29 billion, then
there is all the more reason why we
should not automatically say, “Go to the
money market, run down to the bank,
take the easy way out.”

That is all the more reason to say,
“We have to reexamine the priorities of
some of our expenditure programs. There
must be some at the bottom of the list
that can be put off and deferred.”

I am saying that the only way we can
get that—and it is a tool we have at our
disposal here—is to turn down this bill,
because the message soon will go to the
President, to the Secretary of the Treas-
ury, and to the Bureau of the Budget
that this Congress wants a change; that
it is not going to vote for $29 billion of
borrowing authority and approve a $29
billion deficit; and that we want them
to come up with their recommendations
as to what expenditure items they want
to defer in order to adjust our fiseal
affairs to the facts confronting this
Nation.

We want to know from them what they
will suggest in the area of revenue.

In my judgment, Mr, Chairman, this is
the way to get it. The only way is by
turning this bill down at this time.

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

Mr. BYRNES of Wisconsin. I yield.

Mr. MILLS. I have just as much in-
terest, I believe my friend knows, in this
business of reevaluation and reestablish-
ment of priorities as anyone, including
my friend. That cannot be done, how-
ever, realistically, as I see it, in the short
period of time between today and the
first day of July.

Mr. BYRNES of Wisconsin. Very well.

Mr. MILLS. On the first day of July
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the debt ceiling will revert to $285 bil-
lion.

Mr. BYRNES of Wisconsin. I want to
be constructive, Mr. Chairman. I would
suggest if we turn this bill down today
the gentleman would have no difficulty
in getting legislation through this House
very quickly providing sufficient borrow-
ing authority. The only real problem is
that ceiling will revert to $285 billion on
June 30. I believe that the current $336
billion ceiling would meet the borrowing
needs of the Treasury at least until Sep-
tember or October, even under the table
presented to us by the Treasury. The
gentleman could get a continuation of
the $336 billion borrowing authority
without any difficulty, which would give
them the time to make the review.

The CHAIRMAN. The time of the gen-
tleman from Wisconsin has again ex-
pired.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield myself 2 additional min-
utes.

I conclude by reading the final para-
graph of the separate views of the Re-
publicans, filed in conjunction with the
committee report. Those views begin on
page 17.

In conclusion, before enacting an addi-
tional increase of $29 billion in the debt
limit—making a total of $35 billlon since
the first of the year—the administration and
the Congress have the solemn duty and obli-
gation to reappraise the priority of domestic
and foreign expenditures—and to consider
additional sources of revenue—in order to
reduce the need for an increase of this mag-
nitude in the Government's borrowing
authority. The administration steadfastly
refuses to meet this obligation. Instead, the
administration asks Congress to give it a
“blank check” to run up a deficit of $29 bil-
lion, This we refuse to do.

The fallure of the administration to meet
its obligations to the American people leayes
us no course except to oppose this bill. It
is the only recourse left to us. Only by this
means can we bring about a reappraisal of
expenditures and revenue needs in the light

of a threatened budgetary deficit which is
intolerable.

Mr. Chairman, I yield 15 minutes to
the gentleman from Missouri [Mr. Cur-
TIS].

Mr. CURTIS. Mr. Chairman, the gen-
tleman from Wisconsin [Mr. BYRNES],
has clearly brought before the House and
this committee the issue. It is a question
of whether or not this contingency that
I pointed out to the chairman during his
remarks, when he so kindly yielded to me,
the contingency that he had not men-
tioned, would come about. This is the
contingency that this administration
would cut back on nondefense expendi-
tures. There is a flexibility in spending
money that the President has without
any reference to the Congress in his
power to accelerate or decelerate pro-
grams. Every President has exercised
this power from time to time, This Presi-
dent at one time did exercise it and
continued to exercise it although request-
ing still larger new power to spend and
new obligational authority from the
Congress in the form of appropriations.
However, the carryover balances of un-
spent power to spend began to mass,
and it exceeds today well over $100
billion although beginning in Septem-
ber 1965 the President began accelerat-
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ing his spending. Various estimates are
made as to what flexibility in setting ex-
penditure levels the President has. It is
probably around $40 billion. This is the
contingency that the leaders on the Dem-
ocratic side here in the House refuse to
face up to. They can talk all they want
to about lowering the expenditure level
and it means nothing if nothing is done
about it. I honor our chairman for his
views on this, but they can talk all they
want to about insisting on cutting back
on nondefense expenditures and it means
nothing. However, when the debt ceiling
does not allow for that contingency and
allows for all of the other contingencies
that are here, then that is something else.
This is unreasonable,

Let me ask the gentleman from Arkan-
sas if these contingencies he mentioned—
and I recognize them and I think he has
made a very sound case in presenting this
matter—let me ask him, suppose the con-
tingencies on the Vietnam war were to
increase by $5 billion; should not the ad-
ministration then, in the light of that
contingency occurring, even if it is not
ready to now, should it not then look to
whether or not it might cut back on non-
defense expenditures to make way for
that contingeney? I yield to the gentle-
man from Arkansas for that.

Mr. MILLS. I would agree with the
gentleman from Missouri. If these ex-
penditures for war purposes are going
to rise, we have to look to see whether or
not we can reduce expenditures on the
nondefense side; but bear in mind, if the
gentleman will yield further, this is not
just a permanent ceiling for 1 fiscal year.
We hope it will go beyond that fiscal
year,

Mr. CURTIS. I am hopeful, too, but I
am simply putting in the reason why the
ceiling need not be what it is, as the
gentleman suggests and as the gentle-
man from Wisconsin [Mr. BYRNES],
pointed out—and I will put it bluntly—
it is simply that we do not believe the
President’s figures. There is every rea-
son not to believe them. They are false
both on the revenue estimates and they
are false on the expenditure estimates.
This same committee, the Committee on
Ways and Means, was before the House
last October with figures that the ad-
ministration had given us that were
false, and I say now, knowingly false. I
do not like making such strong state-
ments, but apparently this is the only
way you can get through on it. We have
an administration that is in default to
the Congress on telling the truth and in
default to the people of this country in
telling them the truth either about rev-
enue estimates or expenditures. As long
as this Congress fails to face up to this
situation, and call the Executive to task
in effect we have a dictatorship here in
the United States.

Now, I think it is necessary for this
Congress, controlled by the Democratic
Party, to face up to this or indeed to face
up to it in the election in 1968, stating
that they are perfeectly willing to permit
the President of the United States not to
come forward with correct information
to the Congress so that the Congress
could exercise judgments on these seri-
ous fiscal problems.

Mr. Chairman, the chairman of the

CONGRESSIONAL RECORD — HOUSE

Committee on Ways and Means has
pointed out, as forcefully as he can—
and it is my opinion that one can get
the overtones of what the gentleman has
been saying—that in his judgment we
are in serious fiscal difficulties.

Mr. Chairman, this is, of course, al-
ways a matter of judgment,

Mr. Chairman, I shall vote against this
debt ceiling increase. There is no ques-
tion but what a vote against the debt
ceiling increase would be a vote of “no
confidence” in the fiscal policies of this
administration.

However, I ask my colleagues—whether
you are on the Democrat side of the
aisle or on the Republican side of the
aisle—in light of the record that ap-
pears in the committee hearings, in the
committee report and in the debate of
the chairman of the Committee on Ways
and Means, the distinguished gentleman
from Arkansas [Mr, Mirrs] and others,
how indeed can you cast a vote of con-
fidence in the fiscal policies of this ad-
ministration?

Mr. Chairman, if a vote of “no confi-
dence” were to occur in the House today,
the distinguished gentleman from Wis-
consin [Mr. Byrnes] has pointed out
what the situation would be. This ad-
ministration has bluntly told the Com-
mittee on Ways and Means that “We are
not going to revise our budget estimates
on nondefense expenditures.”

In fact, Mr. Chairman, the Secretary
of the Treasury said to me, “You cannot
expect the President to take a new look
at the figures.” I said, “I do expect the
President to do so.”

I say this, Mr. Chairman, not as an
individual, but as a member of the Com-
mittee on Ways and Means trying to
represent the interests of the Congress,
the House of Representatives, and as a
Member trying to represent the point
of view of the people of the United States.
I, indeed, Mr. Chairman, can expect the
President to take a new look at these ex-
penditure fizures and come in, just as
the British Labor government was forced
to do by international fiscal disciplines
to withdraw its lush budget and resubmit
an austere budget, a budget that no
member of the Conservative Party dur-
ingtthe campaign had dared even sug-
gest.

Yes, Mr. Chairman, you can balance
any budget; yes, the crises are here and
they reflect serious problems that need
solutions.

However, Mr. Chairman, are we going
to wait, until that point when the United
States is forced to act by having imposed
upon it these international disciplines,
disciplines that will force this adminis-
tration to cut appropriation requests
previously made and expenditure esti-
mates under Democratic leadership to
really move in to present an austere
budget?

These, Mr. Chairman, I say are the
fundamental issues now pending before
us. Only these issues. Are we going to
do something on the expenditure side to
the extent we can, or are we going to do
nothing? We can do something now
through the device of the debt ceiling.

Mr. Chairman, a vote to vote down
this proposal would bring the adminis-
tration back before the Committee on
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Ways and Means immediately and the
representatives of the administration
would fully understand from this debate
what is required to be done.

Yes, Mr. Chairman, we can go ahead
and the chairman of the Committee on
Ways and Means, the gentleman from
Arkansas [Mr. Miisl, is so right—we
have to increase the debt ceiling. The
argument is over what amount of debt
ceiling should be established—possibly
$336 billion? But I would even go be-
yond that, on a temporary basis, on
the assumption and understanding that
the administration would pull back its
budget and would establish priorities
and resubmit an austere budget with
these kinds of priorities.

Mr. Chairman, under a unanimous-
consent request which I shall obtain
when we are back in the House, I shall
insert in the REecorp some additional
documents on this subject, because I now
want to briefly move into another area
of discussion.

Mr. Chairman, the area in which I now
would like to move and to discuss is the
area of what is wrong with debt.

First, Mr. Chairman, I wish to say
that there is nothing wrong with debt
per se. Debt is a very fine and wonderful
economic tool that can be used by the
individual, it can be used by the family,
it can be used by business, it can be
used by local governments, State gov-
ernments and, indeed, the Federal Gov-
ernment,.

* But like any power or tool, if not used
properly it can be very damaging. It is
comparable to fire. Fire is a great boon
to mankind properly used, but fire can
be a bane.

And the way to estimate what the debt
can be of any family or any institution
is to relate it to two things, one the earn-
ing capacity, the other to the wealth or
the assets that lie behind it.

It is very proper for the new econo-
mists to refer to the Federal debt as a
ratio of gross national product because
gross national product is economic ac-
tivity, and our ways of raising Federal
revenues are taxing economic activity;
namely, our corporate income tax and
individual income tax. But the fallacy
of the argument advanced by the new
economists is apparent just in looking
at it. They say, “Well, the Federal debt as
a ratio of gross national product has de-
clined considerably since 1946.” The
fallacy is, is 1946 the optimum year that
we want to set as our example, and what
we seek to have as the proper ratio be-
tween Federal debt and the earning ca-
pacity of our society? Why, it is the worst
period they could possibly have picked,
and it was picked because of this, I guess,
because this was right after World War
II, where we had to indulge in heavy
deficit financing in order to finance and
win that war.

Let us take a look at the ratio of debt
to gross national product during the 100
years this country has grown great, with
good, sustained, healthy growth, and we
see that the Federal debt up until World
War I never was as high during the
peacetime periods as 15 percent of the
gross national product, and during the
1920’s, after the war, it got down below,
and well below 20 percent.
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Here we are 20 years after World War
II, and the ratio of Federal debt to gross
national produect has just gotten below
50 percent, and the bulk of the reduc-
tion, I might say, was the result of heavy
post-World War II inflation. This is a
neat little trick. You can inflate the dol-
lar and change that ratio rapidly be-
cause gross national product, of course,
is measured in current dollars, while
debt is measured in the fixed dollar.

So here we are without much resil-
jency, without much flexibility, because
the ratio of debt to gross national prod-
uct is so high, still 47 percent of gross
national product instead of what it
should be, around 15 percent.

I am going to put in the Recorp, by
the way, a table showing the debt, and
the gross national product, on back to
1874, and any of the Members can look
at these ratios.

Another point is the wealth of our so-
ciety. I am going to put in the RECORD a
very interesting study of the wealth of
the United States, but the essence of it
is this: distributing wealth by sectors,
the Government holdings, percentages
in 1900, 1929, and 1958—the last year
that we have the figures—the Federal
percent was 1 percent in 1900, 1 percent
in 1929, and 3 percent in 1958, but the
crucial ratios are the percent owned.
These reflect the net assets of the Fed-
eral Government, the assets over and
above the debt, and the Federal Govern-
ment is minus 8. It was zero in 1900,
minus 2 in 1929, 1958 minus 8. It is the
only institution in our society with this
negative figure. State and local is a plus
6, and when we get to our corporations
and our businesses, it is a healthy plus
23. When we get to our households we
have the healthiest picture of them all.

There are more up-to-date figures, but
I happen to have with me figures of
1966. Total consumer assets as of Sep-
tember 30, 1965, were $2.245 trillion—
$2,245 billion.

The current liabilities which means
consumer credit debts, mortgage debts
and so forth—$280 billion.

That gives a net worth of $1.9 trillion.

There is a similar picture I might say
so far as the corporate debt related to
corporate assets is concerned.

The State and local debt related to
assets, likewise is a healthy figure in the
black. Only the Federal Government has
this disastrous negative figure.

Let me say, even that figure needs re-
vision because so much of what is listed
as capital assets of the Federal Govern-
ment, is military equipment and land
and buildings. I want to call attention
to the very fine work that the House
Committee on Government Operations
does every year in keeping up the in-
ventory on Federal real and personal
property. As of their June 30, 1966, pub-
lication, we can see that Federal assets—
the total assets of all personal property
and realty amounts to $347 billion. But
then when you adjust it for the $189 bil-
lion which is the military inventory in-
cluding real estate and adjust it down-
ward, because so much of this is ex-
pendable items not really capital assets
you can see that we have this negative
figure of a Federal debt greater than the
Federal assets.
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Mr. Chairman, I want to close by call-
ing attention again to the minority views
of the Republicans on this committee.
All 10 signed these views. I am going to
ask unanimous consent that these views
be placed in the Recorp during the de-
bate and I hope everyone has read them
because I think they are well stated.

I want to read from the committee
hearings on this issue on May 15, 1967, at
page 47, where I was interrogating the
Director of the Budget, Mr. Schultze.
That record is as follows:

Mr. Curtis. No, my criticlsm 1s on the
record and the record is there for anyone
else to look forward to see the points that I
am trying to make, and the crucial political
point is this: That if the concern I am ex-
pressing in regard to expenditures and
revenues and how you finance the expendi-
tures, elther through current revenues or
debt, if this were belleved to be a true pic-
ture, then I think there would be consider-
able sentiment among the publiec and the
rest of the Congress to insist on an austere
budget.

As long as this kind of climate goes on I
can't blame the people of this country for
thinking that the President, after all, is run-
ning things and therefore, we ought to be
able to rely on the fact that we have this
great society that can afford all of these
things.

Mr. ScHULTZE. As clearly we disagree, Mr.
Curtis, to the extent that we have made
recommendations in the budget with respect
to the Great Soclety we belleve they are im-
portant recommendations.

Mr. Curris. I understand it and you would
have it put on the basls that you are con-
cerned for human beings and that those who
disagree with you aren’t.

Mr. ScHuLTZE. Have you ever heard me say
that?

Mr. Curtis. I have never heard you, but I
have certainly heard the President say it and
I am tired of hearing it on the floor of the
House. I have heard it for the past 17 years.
That is the usual argument against people
who are concerned about these expenditures.
We are concerned about people and I am
very concerned about our programs that
would meet their problems.

Mr. ScaurTZE, Mr. Curtis, I didn't raise it.
I will take your word for it. Obviously you
are——

Mr. Curtis. No, no; I am the one who is
putting this on the record because I feel that
the decisions the Congress made last year
in regard to budget and expenditures were
in light of the incomplete information and in
fact an entirely too rosy picture presented by
the administration. Had what turned out to
be the facts of the situation been anticipated
by the administration there is no question in
my mind that the Congress would have acted
considerably differently in regard to ex-
penditures and the appropriation bills. I can
still say that the climate in just these few
months of the Congress in respect to ap-
propriations is just that there is going to be
no tomorrow, that people like myself who
argue that we are in a very serious fiscal
situation, they don't quite believe it. I can
understand that to rely on the picture that
has been presented to us here today by the
administration, if they rely on that, yes, they
can continue to vote out these appropria-
tions.

If you gentlemen on the Democratic
side will rely on that—yes, you can con-
tinue to vote out these appropriations.
That is why the issue is clearly drawn.
The President of the United States must
tell the people of this country and the
Congress that we are in serious fiscal
difficulties; that we have a war going
on; and that we cannot have bread and
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butter and, as my colleague, the gentle-

man from Wisconsin has added—jam.
The following are the tables and docu-

ments to which I referred in my remarks

along with some other pertinent refer-

ence material:

Ratio of public debt to gross national product

[Dollars in billions]

FRROLNBULSBISRAESSEIRBES

Public debt Gross Debt as
(June 30)1 national percent of
product ? GNP
Calendar year:
| {74 S $2.2 $7.4 29.7
1.6 1.2 14.3
1.1 13.1 B.4
1.1 13.9 8.0
1.3 18.7 7.0
1.1 25.1 4.4
L1 33.4 3.3
L2 38.7 3.1
1.2 44,2 =7
3.0 54.5 55
12.5 68. 4 18.3
25.5 80.2 3.8
24.3 87.8 21.7
24.0 80.6 29,8
23.0 71.9 40.0
22.3 79.6 28.0
21.3 84.9 25.1
20.5 88.9 23.1
19.6 . 95.1 20.6
18.5 96.0 19.3
17.6 96.0 18.3
17.0 100.1 17.0
16.2 96.7 16.7
16.8 83.1 2
19.5 66.9 1
22.5 55.8 6
27.1 60.3 9
32.8 68.7 8
33.8 77.4 7
36.4 86,5 1
37.2 87.6 7
40.4 90.4 7
43.0 95.0 3
49.0 09. 4 B
72.4 39.2 0
36.7 77.5 0
01.0 ) 6
7 8 3
4 6 6
3 8 5
3 5 6
8 0
4 3

2

1

i

3

4

8

5

3

7

3

0

A 1

: 1
136. 1
201, 201,
258, 216, 1
269, 201, 1
258, 219, 1
252, 243, 1
252, 260,
257, 283,
255, 310.4
259, 337.2
266, 358.9 1
271, 362.1 74.
274, 378.6 72.5
272, 09. 4 66,
270, 431.3 62,
216, 440.3 62.8
284, 469, 1 60.7
286, 485, 2 57.8
289, 506. 5 57,
298.2 542.1 55
305.9 573.4 53
311.7 612.0 50,
317.3 651.8 48,
320.0 712.0 44.9

1 All public debt figures from U.5. Treasury. Includes certain
securities not subject to statutory limitation. Public debt in-
cludes debt incurred to finance expenditures of wholly owned
Government corporations and other business-type activities in
exchange for which securities of the corporations and activities
were issued to the Treasury, but excludes those holdings
outside the Treasury.

21874-1915 estimates from National Bureau of Economic
Research (1874 figure is decade avera%e, 1869-78; 1884 figure
is decade average, 1879-88). 1916-38 |%ums are derived from
calendar Fear estimates of the Office of Business Economics.
1940-66 figures are from Bureau of the Budget, which are
derived from the quarterly estimates of OBE.

THE WEALTH OF THE NATION

{Note—The following article was written
for The Morgan Guaranty Survey by Dr.
John W. Kendrick. In 1963-64 Dr. Kendrick
directed a study involving nearly 200 scholars
and other specialists which explored the
problems and feasibility of national wealth
measurement. Stimulated by that project,
governmental statistical agencles have since
expanded their work in the field of wealth
estimation. As a result, there is now promise
that in the not too distant future the U8,
for the first time in its history, wlll have
comprehensive and reasonably accurate of-
ficial estimates both of total national wealth
and of its distribution among various groups
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in the economy. Dr. Kendrick's article fo-
cuses on the significance of this development
and suggests some of the ways in which it
should improve economic analysis. Dr. Ken-
drick, presently Professor of Economics at
the University of Connecticut, will shortly
return to the faculty of The George Washing-
ton University.)

The pursuit of wealth is one of the an-
cient activities of man. Men are interested
not only in how they are doing in the ac-
quisitive game; they also are intferested In
the wealth of others. In the presidential
campaign of 1964, for example, questions
were ralsed as to how much each of the can-
didates was “worth,” finanelally, and figures
were produced. Men who own businesses, as
proprietors or stockholders, are interested in
the net worth of their enterprises. Citizens
are Interested in the assets of governmental
bodies in relation to public debt. And we
are all interested in the wealth of our na-
tion—its growth and its size in comparison
with the wealth of other nations—as an im-
portant indication of the relative material
strength of the United States.

Estimates of wealth, besides their capacity
for satisfying curiosity, are of considerable
importance to economists in their attempts
to understand and predict economic behavior,
For example, the accumulated stock of wealth
of any country—its land, structures, equip-
ment, inventories, and the skill and know-
how of its work force—is the basic determi-
nant of that nation's potential for further
economic growth. And the buying patterns
of households and businesses are clearly in-
fluenced by their holdings of both physical
and financial assets.

The estimation of wealth has lagged be-
hind the development of national income and
product estimates, and still represents a
large gap in U.S. economic accounts. In the
ploneering days of national income work, to
be sure, economists like Sir Willlam Petty
in the late 17th century were concerned with
wealth as well as with income. Indeed, a cen-
tury after Petty, in 1776, Adam Smith called
his masterplece The Wealth of Nations. Smith
even restricted the national income concept
to the production of tangible goods, since it
is only material goods that can be be accu-
mulated to add to the nation's wealth—an
approach which carries over today in the
“material product” accounts of the commu-
nist countries.

But once countries began preparing esti-
mates of economic aggregates on an official,
regular basis during the interwar period and
after World War II, the estimates were pre-
dominantly confined to national income and
product. Not only was it much easier to
gather data relating to current flows of in-
come and product than to assemble infor-
mation pertaining to accumulations from
past production, but also fewer conceptual
problems are entailed in Income estimation
than in wealth estimation. In addition, ne-
glect of wealth estimates may have been due
to the influence of modern macro-economic
theorists, such as Lord Keynes, who empha-
sized income and product, paying little at-
tentlon to the Influence of wealth on eco-
nomic behavior.

But the balance is being redressed. In re-
cent years, economists have placed increasing
emphasis on the role of wealth in production
and expenditure decislons. Individuals or
governments in a number of countries are
beginning to prepare estimates of wealth to
supplement the national income and prod-
uct accounts. For example, Japan conducted
a sample wealth survey in 1955, and the So-
viet Union began a complete census of struc-
tures and equipment in 1959. In more than a
dozen other countries, individual investi-
gators have pieced together estimates from
fragmentary and scattered sources.

In the United States, Professor Raymond
Goldsmith of Yale University put together
rough calculations of the national wealth,
by major type, from the beginning of the
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19th century through 1958, and followed this
with balance-sheet estlmates both for the
nation as a whole and for major sectors (ag-
riculture, nonfarm households, corporations,
ete.). Dr. Goldsmith's balance sheets in-
cluded financial (intangible) as well as tan-
gible assets, liabilities, and equities. In re-
cent years, the Department of Commerce has
published estimates of stocks of selected
types of tangible wealth (reproducible busi-
ness capital goods); and since the mid-1950's
the Federal Reserve Board has published par-
tial balance sheets for the nation and its
major sectors, which cover financial items
but not the tangibles.

It now appears that a major break-through
with regard to balance sheets and wealth
estimates is in the making. In 1963, the
‘Wealth Inventory Planning Study was set
up at The George Washington University,
under the direction of this writer, to study
the possibilities of a comprehensive national
inventory and continuing wealth estimates.
The report of the study group, Measuring
the Nation’s Wealth, was published in Decem-
ber 1964 by the Joint Economic Committee
as background for hearings in June 19865
by its Subcommittee on Economic Statistics.
The subcommittee subsequently issued a
report strongly supporting expansion of
wealth data collection and estimation by
federal government agencies. The Office of
Statistical Standards in the Bureau of the
Budget is providing leadership to the federal
statistical agencles concerned in that effort.
The Census Bureau, in particular, is expand-
ing somewhat the question on tangible
assets included in its economic consensus,
which cover most industries on a five-year
cycle, and population and housing in the
decadal years. The Office of Business Eco-
nomics is simultaneously expanding its work
in the area of wealth estimation.

It seems likely that official, compre=-
hensive wealth estimates—possibly as part
of national and sector balance sheets devel-
oped to complement the national income and
product accounts—will appear within less
than a decade. Certainly, it is none too soon
for economists and the interested public to
learn more about concepts and measures of
wealth, their content, how they relate to
balance sheets and the economic accounts
generally, and what they are good for.

THE CONCEPT OF WEALTH

In the very broadest sense, a natlon's
wealth consists of all resources which con-
tribute directly or indirectly to the produec-
tion of commodities or services that people
want. This would include, of course, human
as well as nonhuman resources, and in recent
years there has been a great renewal of
interest in investments which enhance the
productive powers of human beings and
thus add to “human capital,” As a practical
matter, however, the collection of wealth
data by government agencies will have to
be confined, at least for the present, to non-
human resources possessing the capacity to
produce future income or direct satisfactions,
and capable of being bought and sold in
asset markets. This is simply because of
the impossibility of measuring human wealth
in any sort of objective way. Some econo-
mists, it is true, have become interested in
imputing a value to human resources; that
is, in assigning a monetary value to human
capital reflecting such things as the basic
expense of rearing children and the costs
entalled in educatlon and training. These
endeavors, however, still must be regarded
as highly experimental and do not—for the
time being—promise a basis for useful quali-
fication. Somewhat arbitrarily, for this
reason, the estimation of national wealth by
official agencles must be confined to the
valuation of nonhuman resources.

From the layman’s standpoint, this par-
ticular concept of wealth is likely to seem
deficlent not so much because it omits hu-
man capital but rather because it disregards
financial assets, such as currency, bank
deposits, and securities, And these indeed
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are relevant to a calculation of the wealth
or “worth” of any individual economic unit.
The reason they do not figure in the wealth
of the nation as a whole is that one person’s
financial asset is somebody else's financlal
lability. For instance, a bank deposit is an
asset to the depositor but a liability to the
bank, while a Treasury bond is an asset to
the investor but a liability to the govern-
ment, When all accounts are consolidated
into one account representing the entire
country, financial assets and financial labili-
ties cancel out, except to the extent that
U.S. parties viewed collectively have a net-
claim or net-liability position vis-a-vis for-
eigners. It is the combination of the residual
net forelgn position and real productive re-
sources that constitutes the nation’s wealth.

If economists were interested solely In a
single figure summing up total U.S, national
wealth, data gatherers could ignore the finan-
cial veil overlying the economy. Their proce-
dure would simply be to estimate directly
the value of tangible asset holdings sector-
by-sector in the economy. The sum of these
sector amounts, plus net forelgn assets,
would then give national wealth., It is im-
portant to recognize, however, that such
an approach would not yleld true wealth
estimates by sector, since the assets held or
used by one particular sector are not neces-
sarily owned by it in an ultimate sense. A
company’'s equity in a mortgaged building,
for example, is not measured by the bulld-
ing's market value. Nor can a consumer in-
clude in his “net worth” position the full
value of an automobile which won't be his
until an instalment loan is paid off.

To get at the true wealth of the varlous
sectors of the economy, it is necessary for
estimators to proceed by an alternative route,
one which does involve intermediate use
of financial data. Specifically, the method
which U.S. statisticians will be employing in
their wealth calculations entails as a first
step the construction of sector balance
sheets. In conventional accounting form, the
left-hand side of each such balance sheet
will show holdings of both tangible and
financial assets, while the right-hand side
will show liabilities and net worth, with net
worth arrived at, of course, by taking the
difference between total assets and total la-
bilities, The net worth entry, assuming
proper valuation of the sector’s assets and
liabilities, will constitute that sector’s true
clalm on tangible assets, that is, its owned
share of total wealth, National wealth can
then be calculated by adding together the
net worth figures of each individual sector.
This balance-sheet approach to wealth esti-
mation clearly ylelds much more useful in-
formation than would the alternative ap-
proach of estimating the value of tangible
assets directly. Among other things, it gives
both the wealth holdings and the wealth
ownership for individual sectors, each of
which is of interest to the economist.

Proper valuation is unquestionably the
most difficult task facing estimators. Ideally,
what is desired is market prices (or proxies
therefor), since having such prices makes
for comparabllity among different types of
wealth, as well as for consistency with the
national income and product estimates,
which are valued at market prices. Unfor-
tunately, many of the balance-sheet data
readily avallable are not in the form of cur-
rent or market prices. Corporate balance
sheets, for instance, carry property (land,
plant, and equipment) at acqulsition costs;
thus values are a mixture of previous years’
prices. The wealth estimator must try to
revalue the estimates to current replacement
costs less depreciation, and at least obtain an
approximation of market value. Information
on the age-composition of assets of various
types, appropriate price Indexes, and de-
preciation rates for reproducible structures
and equipment are necessary to accomplish
this revaluation.

In addition to valuation in current prices,
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it is also desirable to obtfain estimates of
wealth in constant prices, so that the growth
of real stocks from one period to another
can be measured. The same price indexes
used for revaluation of assets from acquisi-
tlon costs to current prices also can be used
to “deflate” current values into constant
prices.

RELATION TO EXISTING ACCOUNTS

To maximize their usefulness, it is im-
portant that wealth estimates be prepared
and presented within a systematic frame-
work consistent with estimates of other
variables to which wealth is related. The
general shape of such a framework is sug-
gested by the national income accounts—not
just as they stand today, but, preferably, as
they could be elaborated to include a full
range of saving and investment accounts for
all sectors of the economy.

The link between sector wealth accounts
and sector saving-investment accounts is
direct and obvious. At any given point in
time, of course, the real wealth held by any
sector of the economy is the sum of all that
sector's past investments (financed typically
in part by its own saving and in part by bor-
rowing), less cumulative depreciation. And
the extent to which that sector's wealth
holdings grow or diminish in a particular
accounting period is determined by how
much the new investment made in that
period by the sector exceeds or falls short of
current depreciation, Thus, apart from price
fluctuations, the change in a sector's wealth
holdings from one date to another would be
precisely equivalent to the net investment
which it undertook in that time period. In a
parallel way, the change in a sector’'s wealth
ownership from one date to another, as dis-
tinguished from its wealth holdings, would
be equivalent to its net saving in that period.
Changes in market prices of assets will also
affect current wealth values, of course; and
separate statements can show the effect of
such revaluations.

At present the only saving-investment
account maintained by the U.S. Department
of Commerce is restricted to business invest-
ment (including all residential construc-
tion), plus net foreign investment. This over~
looks the fact that wealth, defined as goods
which yield benefits over a number of years,
is by no means confined to business owner-
ship of tangible assets. It embraces as well
durables possessed by households, structures
and equipment owned by governmental
bodies, and the inventory stocks of both.
Acquisitions of all such items should be
classed as investment (and recorded in sep-
arate saving-investment accounts for each
sector), and stocks of such items should be
treated as wealth.

A major advantage of presenting saving-
investment accounts by sector is that they
can be readily extended into complete capital
accounts. That is, in addition to tangible
investment, investment in (net acquisition
of) financial assets can be recorded, by type;
and, in addition to saving, funds obtained
through net increases in liabilities can be
shown, also by type. Basically, this is what is
provided by the Federal Reserve Board's
“fAow-of-funds” accounts. While this is not
the place to describe capital accounts in de-
tail, it can be seen that such accounts (plus
revaluations) provide a direct link to sector
balance sheets.

ESTIMATES OF WEALTH

The data compiled by Professor Goldsmith
spanning the years 1900 to 1958, and extended
by this writer to 1964 for this article, can be
employed to illustrate some of the general
uses of wealth estimates., No problems of
consistency are involved, since Dr. Gold-
smith’s definition of wealth is essentially the
same as that recommended by the Wealth
Inventory Planning Study. In using his esti-
mates, however, it is appropriate to bear in
mind that they may entail considerable error.
Many of the underlying data avallable to
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Professor Goldsmith were fragmentary, and
some of the techniques which he employed
in his pathbreaking effort were of necessity
relatively crude.

The dollar value of total U.S. national
wealth, on the basis of the Goldsmith data,
grew some 25-fold between 1900 and 1964—
from $88 billlon to $2.2 trillion, an average
annual rate of increase of about 5% (table at
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end of article). Approximately half the rise
in U.S. wealth during this century is ac-
counted for by inflation in tangible asset
prices. Thus, the country’'s real tangible
wealth has grown by about 214 % a year, on
average. Since population growth has aver-
aged about 14% a year, real wealth per
capita has risen at an average annual rate of
about 1%.

Wealth, people, and product

1900 1929 1948 1958 1964

ma; b weatlg“u (il

n current dollars lons). ... 88.0 439.0 928.0 1,703.0 2,223.0

In constant 1947-49 dollars ( 315.0 778.0 883.0 1,244.0 1,481.0
Gross national product.. il adieceeesileseianaieas 104.4 259.4 444.5 580.0

Exprassed in- 1966 ploas o oo i 0] 217.8 350. 4 486.0 622.0
Poptilation (millions) - oo <o o el 76.8 122.4 147.9 175.6 193.4
i dai 1,145

n current dollars , 145.0 3,586.0 6,274.0 9,698.0 11,497.0

In constant 1847-49 dollars. ... 4,099.0 6, 355.0 5,970.0 7,084.0 7,660.0
Net national product, in current dollars (billions). 16.0 98.0 250.0 417.0 577.0
Ratio of total wealth to net national product 5.6 4.5 3.7 4.1 3.8

Source: Wealth estimates are from R. W. Goldsmith, The National Wealth of the United States in the Postwar Period =

and A-2, extended to 1964 by J. W. Kendrick, assisted by A. Japha. Net national product estimates for 1929 through ]%’ﬁt:?;elial:eg
on Department of C 2 bers with depreciation revalued to current replacement cost by J. W. Kendrick; NNP for 1900 is

-
based on a compilation by Simon Kuznets,

The forms wealth takes

|As a percen

Structures. ..
Residential

Consumer durables. ..
Business inventories...
Monetary
Nonreproducible assets._ _
Agricultural land. . .
Business land....
Residential land.. ..
Public land and othe
Net foreign assets_ ... _.
Total wealth

t of total]
1900 1929 1948 1964
39.8 43.2 48.4 50.2
19.8 21.8 25.2 4.7
16.4 14.8 12.4 13.1
3.5 6.6 10.7 12.4
21.5 28.1 30.9 30.9
1.4 8.7 9.4 10.9
7.0 9.6 9.2 11.7
1.3 8.7 9.3 7.4
1.8 1.1 3.0 +9
35.3 25.8 19.3 16.8
18.4 8.7 6.4 5.7
3.6 5.2 4.2 3.9
8.4 8.2 5.0 4.7
4.9 3.8 31 2.5
—2.6 2.8 1.4 2.1
= 100.0 100.0 100.0 100.0

Source: R. W. Goldsmith and R. E. Lipsey,
to 1964 by J. W. Kendrick, assisted by A. Japha.

“Studies in the National Balance Sheet of the United States,” vol. |, table 11, extended

Disiribution of wealth by seclors

Percent held Percent owned
1300 1929 1958 1900 1929 1958

T ]| S S S ey S A T s Y 7 9 13 3 2 -2
Federal........ 1 1 3 0 -2 -8
State and local. 6 8 10 3 4 6
Agriculture.._..... 27 15 11 20 9 8
Nonfarm household 33 37 38 51 62 63
Nonfarm business______ 3 39 38 26 26 30
Unincorporated business. ... ... ... 8 9 7 5 3 4
Nonfinancial corporations. .. ... . ...... 29 30 18 20 23
o A SR L LS TN e A S 1 1 1 3 3 3

Bl shchors s e e e e e s 100 100 100 100 100 100

Source: R. W. Goldsmith and R. E. Lipsey, Studies in the National Balance Sheet of the United States, vol. |, table 1.

As is shown in the bottom line of the table
shown above, there has been a declining
tendency during this century in the ratio of
wealth to national product. (Since the wealth
estimates are net of depreclation reserves, it
is appropriate to relate them to net national
product [NNP], which is gross national prod-
uct less capital consumption allowances.)
Whereas In 1900 wealth was approximately
51, times the size of NNP, by 1964 the ratio
had declined below 4.0. This, of course, is a
welcome development, signifying that the
nation's stock of tangible assets is becoming
more productive—l.e., that the same dollar
volume of wealth is producing more income.
The improvement in efficiency would appear
even more marked if the comparison were
limited to the relation between NNP and the
stock of producer wealth alone (capital-goods
in the conventional sense and producers’
holdings of land and inventories). This is

because producers’ wealth has fallen as a
share of total wealth.

The broad types of tangible assets that
compose domestic wealth are shown in the
table on page 8 for selected years since 1900.
At the most recent yearend for which data
are avallable, 1964, about half of total tangi-
ble wealth consisted of structures, and about
half of these were resldential. Almost one-
fourth of the total consisted of durables,
with stocks of consumer durables slightly
larger in value than stocks of producers’
durable equipment. Land and other natural
resources accounted for about one-sixth of
total wealth, almost one-third of which was
agricultural land. Inventories, including
monetary metals, made up less than one-
tenth of total wealth at the end of 1964.

Looking at the change in the picture dur-
ing this century, one is struck first by the
decline in the proportion represented by
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natural resources, from more than one-third
in 1900 to one-sixth in 1964, In part this
has been due to the fact that the acreage
of farm land in use has shown little change
since World War I; the increase in farm
production has been due to rising ylelds
per acre, Also, the value of residential land
has declined in relation to total wealth, and
to residential structures in particular.

The proportion of all structures in the
wealth total has grown from about 40% to
50%. In part this was the result of an expan-
sion in the supply of housing relative to other
kinds of wealth; it was due even more to
the relative rate of growth in the number
and value of nonresidential structures used
for nonprofit purposes—schools, churches,
government buildings, etc.

Both producers’ and consumers’ durables
have shown large relative growth Iin this
century—together rising from roughly 15%
to 26% of all wealth. Inventory stocks fell
significantly, in part due to the declining
relative importance of agricultural and other

commeodities in gross national product; but -

more importantly because of a declining
trend in inventory-sales ratios. Monetary
metals (gold and silver) were relatively less
important in 1964 than 1900.

The wealth holdings of a particular sector
of the economy, as emphasized earlier, typi-
cally differ from its wealth ownership or
net worth. The extent to which this is true
can bee seen by examining the data con-
tained in the table at end of article. In 19568,
for instance, nonfarm households owned
63% of the nation's wealth, while holding
only 38% of it. The agricultural sector, by
contrast, held more wealth than it owned.
And the federal government, although hold-
ing some 3% of the nation’s tangible assets
(excluding military goods), actually had a
minus net worth position, reflecting the fact
that its debt exceeded its nonmilitary asset
holdings.

The table also reveals some striking
changes during this century in sector shares
of wealth, on both a held and an owned basis.
Most consplcuous Is the drastic decline in
the share of total wealth held and owned by
the farm sector.

Notable also is the very marked deteriora-
tion in the federal government's net worth
position. Here, however, the picture would
be considerably different if the armed forces’
military hardware were not excluded from
the calculation. Actually, a persuasive case
can be made for treating military goods in
precisely the same way as other want-satisfy-
ing assets. Military goods, after all, furnish
the much-wanted utility of national security.

The sharp increase that has occurred since
the beginning of this century in the portion
of total wealth owned by nonfarm house-
holds—from 519% in 1900 to 63% in 1958—
dramatizes the mounting affluence of the
consumer sector of the economy. In some
ways, wealth figures give a better picture of
changing consumer welfare than do income
figures. The latter do not impute a rental
value or “return” to consumer holdings of
tangible assets, except for owner-occupled
homes. This emphasizes the desirability of
having wealth estimates to supplement the
income and product estimates, since the two
types of measures reveal different facets of
national economic development.

This look at the highlights of Dr. Gold-
smith’s estimates gives some notion of the
information and insights that can be pro-
vided by wealth statistics. Certainly, recur-
ring estimates in some detail, by type and
sector, and in current and constant prices,
can significantly increase our understanding
of economic movements and relationships,
and thus our ability to prediet and to formu-
late policy measures for achieving economic
goals. Economists generally are only begin-
ning to understand the nature and uses of
wealth statisties. But it 1is possible that
within the next decade or so balance sheets
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and wealth estimates will become as familiar
and widely used as the national income and
product accounts are today.

CONSUMER BALANCE SHEET

Asset and debt position of American con-
sumer at end September 1965 showed 20.9
to 1 asset-to-debt ratio of all assets and debts
excluding those involving homeownership
where ratio was 2.7 to 1. Ratio of all assets
to debts was 8.0 to 1. Owner's equity stood
at 87.59% of consumer assets on September 30,
1865.

Current assets were $1,449 billion with $2568
billion in currency and bank deposits, $115
billion in savings shares, $306 billion in in-
surance and pension reserves, $119 billion
in government securities and 651 billion in
corporate and other securities, NCFA’s esti-
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mate of the value of investment company
and other preferred and common shares
owned by consumers at end September re-
flects a 5% rise in stock prices during third
quarter 1965.

Fixed assets included $529 billion in home-
ownership and $267 billion as value of dur-
able goods for a total of $796 billion. (Value
of consumer held durable goods is total con-
sumer durable purchases October 1956
through September 1965 depreciated 10% an-
nually.) Total consumer assets as of Septem-
ber 30, 1965 were at $2,245 billion. Current
liabilities stood at $82 billion and fixed lia-
bilitles of mortgage debt at $198 billion to
bring total llabilities to $280 billlon.

Net worth of American consumer—total
assets minus liabilities—was $1,965 billlon at
end September 1065.

Grand recapitulation of the personally and really assels of the U.S. Government agencies,
o ffices, and establishments of the Government, including the Department of Defense, as of

June 80, 1966, 196/, and 1963 1

|In millions of dollars]

Classification June 30, 1966 | June 30, 1964 1 | June 30, 1963
P PERSONAL PROPERTY
ash:
With Treasurer of the United States 2 12, 407 11,036 12,116
On hand and in banks outside the Treasury.......co-c-ooceaeaae 1,224 689 738
Investments (other than public debt). ... cceeaaao 7,519 5,946 5,843
Accounts and notes receivable. . oo oo oo icacemaaaa 6,183 5,179 5,269
(el TR LT R S T S S T T T e 3,434 4,673 , 942
Work: In‘process - _CCC Ll Lo loioliolilas 1,017 812 8l1
Materials and supplies. 8,229 , 098 9,167
Loans ivabl 31,717 30,347 28,361
Machinery and equipmen 14,608 , 494 3,042
Other assets........... ! A ! 3 13, 13,660 11,815
*Department of Defense (equipment, supplies, stock inventories, etc.). 143,714 134,812 132,517
Corps of Engineers (equipment, etC.)n o e v e oo e e e 3 258 244
0T TR T R MR TR LN | = O S Sy 244,419 230, 104 224,923
REAL PROPERTY

Departments and agencies (other than Department of Defense)....__.. - 23,251 20, 206 18,640
*Department of Defense (including Corps of Engineers, civil functions). G g 43,599 43,043
Architect of the Capitol 8 . ..o eooiiiiooiitioacaaanas X 496 471 459
Other (including construction in QII;%IBSS. ete). ... pl 11,071 10, 186 9,849
Realty donated or otherwise acquired at no cost2___ - 284 290 295
Public domain acreage and mineral resOUrCes . .. v oeemeemcmarcaceaaanna- 21,328 19,024 18, 026
Tatal, ronl PrOPAY . e s matm s amaa s a s i et e m S 102,578 93,777 80,312
Total, all Propemly .- e e ccnccce s e r s ar s mms st s ama e e 346,997 323,881 315,235

1 Figures as of June 30, 1965, were not compiled,
2 Computed at estimated present-day evaluation.

NOTE.—AIl properties reported are shown in gross amounts without deductions for allowances for losses and depreciation. Only

wholly Government-owned corporation assets and other WM:?
and interagency assets, including public debt securities owned,

owned assets are included, Ass an
are excluded. The properties have been valued at acquisition cost

ets held under trust arrangements

or estimated cost when the actual costs were not known. Public domain, donated property, and properties under supervision of the
Architect of the Capitol are shown at estimated present-day values. Properties acquired as gifts or without cost to the Government

are shown at estimated present-day values.

V. SEPARATE VIEWS OF THE REPUBLICANS ON
H.R. 10328

The undersigned members of the Commit-
tee on Ways and Means oppose the enact-
ment of H.R. 10328, The bill would increase
the borrowing authority of the Government
by an additional $29 billion, superim
on an Increase of $6 billion enacted less than
8 months ago. In the space of only a few

months, the Congress is being called upon
to enact debt increases totaling $356 billion,
the largest since World War II. If the addi-
tional $29 billion of debt provided for in this
bill is authorized, the limitation on the pub-
lic debt—and In course the debt itself—will
have been increased by $72 billion in 6 years
of Democrat administration.

TaBLE 1.—Debt limil increases and expiration dates under Democrat administrations
[Dollars in billions)

i Period covered Debt
ik AW ¥ authorization
BZAF R TG s et e June 1, 1961 to June 30, 1962. . 15298
31—414(([13. 10050)____ i 277| War. 13, 1962 to June 30, 1962 300
BRI (U R I000) et i e July 1, 1962 fo Mar. 31, 1963_ 308
Apr. 1, 1963 to June 24, 1963 305
88-30 (H.R. 6009 ﬂ'"ezzss'llvgﬁsﬁaam""agg’fggg' l §$
e IR o i e i 0 W B o e e e a une A i i - o S
) . Juﬂ:l 1963 to Aug. 31, 1963 ... - L. 309
88-106 (H.R. mn; .................................. Sept. 1, 1963 to Nov. 30, 1963_ - __ - - .- 309
R R T O A R Dec. 1,'1963 to—
June 29, 1964 __ 315
£8-327 (HR. 1137 Juno 29, 1964 to Jana 30, 19 24
. .| June une
ms(ﬁ,m s-ss«t)_s_) ~| July 1, 1965 to June 30, 1966. 328
89-472 (H.R. 15202 Z2| July 1. 1966 to June 30, 1367. .. 2 330
90-3 (R 46573)..." -| Mar. 2, 1967 to June 30, 1967__ i 336
(H.R. 10328).___2lI1ll PR IBRT o Fosi ol oy e S e 365

1 Prior authorization of $293,000,000,000 expired on June 30, 1961.
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ExceESSIVE DoOMESTIC SPENDING REAL THREAT
T0 THE EcoNoMY—NOT VIETNAM

A Democrat administration and a Demo-
crat-controlled Congress have proceeded on
the assumption that there was no deficiency
in our soclety which the Federal purse and
the heavy hand of Federal regulation could
not cure. We have seen each plece of legls-
lation beget more legislation, each new ex-
penditure by the Federal Government beget
other expenditures.

The level of domestic spending in the
administrative budget alone—wholly apart
from our defense requirements in the war in
Vietnam—has increased from about $46 bil-
lion for fiscal 1965 to approximately $66 bil-
lion for fiscal 1968. Two-thirds of the $28.3
billion increase in Federal expenditures from
calendar 1963 through 1966—as measured in
the national income accounts—is accounted
for by nondefense spending. Moreover, as
projected in the January 1067 budget mes-
sage, over half of the proposed $37 billion
increase in outlays from fiscal 1966 through
fiscal 1968 is to be in nondefense programs.

To finance the expansion of its so-called
Great Soclety—Iin the face of ever-increas-
ing costs of the war in Vietnam—the ad-
ministration proposes that the Federal Gov-
ernment go deeper and deeper into debt. This
policy has resulted, not only in this pro-
posal to increase the Government’s borrowing
authority by $35 billion in just 3 months,
but inflation at home, an ever-increasing
deficit in our balance of payments, disrup-
tive pressures on the financlal markets at
home, and a concern over the integrity of
the American dollar abroad. The American
public is being called upon to pay for the
administration’s profligacy through higher
prices, higher interest charges, tight money,
and the jeopardy of the future of our econ-
omy.

DEBT INCREASE NOT ATTRIBUTABLE TO VIETNAM
COSTS

While the proponents of the bill argue
that the $29 billion additional debt increase
is brought about solely on account of the
war In Vietnam, the facts belle that claim.
During the past 8 years—which encompass
the period of the Vietnam escalation—Fed-
eral tax revenues have increased sufficiently
to more than offset any costs attributable to
the war. The administration seeks this debt
increase notwithstanding its estimate that
Federal revenues in fiscal 1968, even without
a tax Increase, will exceed by $28 billlon tax
collections for fiscal 1965, If the administra-
tion had held the line on the domestic front,
the increased tax revenues—which are partly
attributable to the “feedback” resulting
from defense expenditures—would be more
than adequate to finance all present and
projected costs of the war.

The Secretary of the Treasury told the
committee that the Vietnam war was a
“costly war.” But a budget was submitted by
the administration for fiscal 1967, and again
for fiscal 1968, on the assumption that we
could fight this costly war and at the same
time continue unrestralned spending on the
domestic front. That is what this bill is in-
tended to flnance, It is the direct result of
the administration’s policy of “guns, butter,
and jam.”

ADMINISTRATION OFFERS NO ALTERNATIVE TO
DEBT FINANCING

Before asking the Congress for a debt in-
crease of $29 billion—superimposed on a debt
Increase of §6 billion only 3 months ago—the
administration should be prepared to offer to
the Congress constructive alternatives. The
priorities of domestic expenditures should be
reappraised in the light of the magnitude of
the deficit. However, nelther the Secretary of
the Treasury nor the Director of the Bureau
of the Budget were willing or prepared to
discuss any reasonable alternatives.

Under interrogation by the committee, the
Secretary of the Treasury steadfastly refused
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to consider a reappralsal of the priorities of
domestic expenditures. He was not even pre-
pared to discuss the proposed tax increase as
an alternative to further debt, In a collogquy
with Congressman Curtis, the Secretary made
clear that he was offering for consideration
solely a proposal for increasing the public
debt, irrespective of any alternatives:?*

“Mr., CurTtis. This is what bothers me. I
think there is an obligation on the executive
to make these decisions. This is where we
were last October. You wouldn’t give us an
estimate on expenditures because you said it
was too difficult. Granted it was a difficult
thing, but the previous estimates we had
were back in the January budget which
everyone knew were way out of date, so any
new estimates were bound to be better.

“You are asking us to take serious action
on fiscal matters in which an item of $4.7
billion is of considerable importance. Now,
practically I would observe, the way the ad-
ministration is handling this request for the
B6-percent increase, that there will be none.

“Now, I think there is a responsibility of*
the administration to make a judgment here.
You gave us a judgment in January that
July 1 is when you wanted to have this sur-
tax imposed. Now you have gone away from
that date.

“Now, what date will you give us? If you
haven't made it I think the administration
should make it before this committee gets
done considering this matter of the debt
ceiling.

“Secretary FowrLer. I am not here, Con-
gressman Curtis, to fix any date at this time.
I have tried to treat in my statement as
frankly as I could the fact and I call your
attention to the comments on page 8 that—

“‘T am not here today to talk about the
tax surcharge. That will be taken up in due
course. Let me make a brief comment about
the need for the increase.’

“Mr. CorTis, I read your statement, Mr.
Secretary. I know that you have sald that,
but I as a Member of Congress still have a
responsibility not just to my colleagues in
the Congress as a member of this committee,
but to the people to tell you that the admin-
istration has a responsibility to talk about it
right now.

“I know you don’t want to talk about it.
That is clear. But I don't see how you can
ask the Congress to render a judgment on the
debt ceiling without some idea of what the
administration now has in mind on the rev-
enue side.”

ADMINISTRATION CONSISTENTLY UNDERESTI-
MATES DEFENSE COST TO AVOID CUTBACKE IN
DOMESTIC SPENDING

Instead of acknowledging that the in-
creased cost of the war in Vietnam requires
& change in its domestic programs, the ad-
ministration has consistently underestimated
the cost of the war to avert any cutback in
domestic spending, For example, in January
1966, the administration submitted a budget
proposing defense expenditures of £60.5 bil-
lion. This estimate was challenged as unreal-
istic. However, the administration refused
to revise its estimates. In the course of hear-
ings on suspension of the investment credit—
some 9 months later—the administration still
adhered to its original budget for fiscal 1967.
In fact, the President was assuring the people
that total expenditures would be cut back by
at least $3 billion. At a press conference held
at Johnson City, Tex., September 8, 1966, the
President was still adhering to his original
budget estimates. The President said: 2

1 Hearings before the Committee on Ways
and Means, House of Representatives, 90th
Cong. First sess. on administration proposal
to increase the public debt ceiling (May 15
and 16, 1967), p. 41.

2 The President’s news conference of Sept. 8,
1066, Weekly Compilation of Presidential
Documents, p. 1242,

June 7, 1967

“First, we are reviewing very carefully at
the present time the appropriation bills that
have reached us. There are some three or four
of them that are being examined. There are
some eight appropriation bills that have not
yet cleared through the Congress. We do not
know what they will contain.

“We are asking the executive branch to
carefully review their appropriations that
have been received and make recommenda-
tions as to the low priority items that can
be eliminated. We have given a target goal,
as you will observe in the message.

“When and as we receive the other eight
appropriations bills, we will go through the
same procedure.

“We are hoping that in light of this mes-
sage, and the prudent attention and con-
sideration that the Congress will be giving
the remaining eight bills, that they will be
somewhere in reasonable proximity of the
budget and the request that I made earlier;
namely, a budget of $112 billion 800 million.”

. [Italic added.]

It was not until January 19687, when the
administration submitted its budget for
fiscal 1968, that the Congress and the people
were told that flscal 1967 expenditures would
amount to $126.7 billion, not $112.8 billion
reported a few months before. Thus, ex-
penditures were $14 billlon in excess of esti-
mates made by the President in his news
conférence of September 8, 1966.

ADMINISTRATION PLANNING $29 BILLION
DEFICIT FOR FISCAL 1968

It 1s not a case of being unable to forecast
the cost of a war. Members of the Appropri-
ations Committee of this body apparently
have had no difficulty realistically forecast-
ing the cost of the war in Vietnam. The
failure of the administration to do so in-
escapably leads to the conclusion that the
understatement of costs was deliberate, and
not just an error in judgment. Not only did
the administration fail to exercise fiscal re-
straint, but it kept from the Congress in-
formation on which the Congress might
have exercised such restraint.

The administration has repeated the same
tactic in the budget submitted for 1968. Last
January, the administration’s budget fore-
cast a deficit of 8.7 billion. The Treasury
now “officially” estimates that the deficit for
fiscal 1968 will be $11 billion. Notwithstand-
ing this, the administration seeks—and this
bill provides—sufficient borrowing authority
to accommodate a deficit of $29 billion for
fiscal 1968. In effect, the administration is
saying that it is not willing to rely on its
own budget. In explanation, the Secretary
stated: 3

“As indicated in the table attached to this
statement, the projected peak level of debt
in fiscal year 1968 is $3452 billion. This
assumes an operating cash balance of $4
billion. Adding to this prospective 1968
deficit, now roughly estimated at about $11
billlon, one arrives at about $356.2 billion
as an approximately peak debt level in fiscal
year 1969. That is before any contingency
allowance.

“But as I have mentioned, the deficit in
1968 is vulnerable to greater than usual un-
certainties, and we must take account of
these In determining a prospectively secure
debt limit level to carry through fiscal year
1969.

“One contingency is that Vietnam spend-
ing could bulge well above the current estie
mate,

“Another is the timing of the passage of
the tax surcharge.

“And still another is the possibility that

3 Hearings before the Committee on Ways
and Means, House of Representatives, 50th
Cong., first sess. on administration proposal
to increase the public debt ceiling (May 16
and 16, 1967), p. 7.
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corporate tax recelpts would fall short of
estimates,

“If I were to ‘price out' each of these
contingencies separately, the total could
conceivably be placed somewhere in a $10 to
$13 billion range of additional 1968 deficit.
It is not reasonable, of course, to expect all
the contingencies to work adversely; signifi-
cantly higher military spending, if it oc-
curred, would make tax action all the more
imperative, and would also bolster revenues
at existing tax rates.

*“Still, the uncertainties are such that I
belleve it prudent to add a contingency al-
lowance approaching §0 billion to the pro-
spective peak 1969 debt level of $356.2 bil-
lion—leading to the recommended perma-
nent debt ceiling level of $365 billion.”

If we add to these “contingencies” the ad-
ditional contingency resulting from the fact
that the administration may be unable to
borrow an additional $56 billion through the
sale of participation certificates in fiscal
1968, the resulting deficit could amount to
$20 billion.

When the administration requested the
debt ceiling of $365 billion, the Congress
and the people were told that this was in-
tended to accommodate any required bor-
rowing to June 30, 1969, When the Secretary
was asked how much borrowing authority
he would need to carry through to June 30,
1968, his conclusion was that because of
these “contingencies” the Treasury would
still need a debt celling of $365 billion. The
Treasury is thus in an anomalous position.
The administration adheres—at least for the
present—to its estimated budgetary defleit
of $11 billion for fiscal 1968. However, the
Secretary of the Treasury has come before
the committee and suggested that there are
contingencies—not = provided for in the
budget—which could result in a deficit of
$29 billion.

THREAT OF $29 BILLION DEFICIT REQUIRES
BUDGET REVIEW

Facing a deficlt of this magnitude, the ad-
ministration and the Congress should “stop,
review, and revise” our whole fiscal policy.
The impact of such a deficit on our economy
could be disastrous.

In a recent statement at Rochester, N.¥Y.,
the chairman of this committee emphasized
the need for reappralsal. After pointing out
that in the absence of a reappraisal, the
budget deficit for flscal 1968 could go as high
as $20.2 billion, the chairman sald: *

“I again emphasize tonight that we must
continually reevaluate existing expenditure
programs in the light of a very objective
measurement of the benefits which they con-
vey and the costs which they will impose.
Every new program should be viewed not in
terms of its first year cost alone, but in terms
of what its cost will be b6 years from now, 10
years from now, or perhaps 156 years from
now. It is only by this process that the full
impact of spending programs can be objec-
tively evaluated in terms of their demands
upon the entire economy."”

The administration in January submitted
a budget for fiscal 1968 showing a deficit of
$8.1 billion. Presumably, the priority of ex-
penditures in the budget were evaluated on
that basis. If it now appears that without
remedial action the deficit may run as high
as $29.2 billion, as the chairman of this com-
mittee estimates, the reappralsal of all ex-
penditures and the adoption of new priorities
are absolutely essential.

Regardless of the urgency of any domestic
needs, realistic expenditure priorities must
be established in the light of the potential
budgetary deficit. It 1s imperative that the
risk of such a deficit be minimized by cut-
ting expenditures. Even some good programs

4+ Speech by Hon. Wilbur D. Mills at 75th
anniversary celebration, Securlty Trust Co.,
Rochester, N.Y. Monday, May 22, 1967,
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should be deferred, and wasteful programs
should and must be eliminated. This is the
time for “austerity” at home.

At the same time, a potential deficit of $29
billlon requires a new appraisal of revenue
requirements. While no one likes to increase
taxes, yet an increase must be considered as
a step toward reducing both the deficit and
the need for an additional €29 billion in bor-
rowing authority.

FAILURE TO ACT MAY BRING MORE INFLATION
AND TIGHT MONEY

A deficit of $29 billion for fiscal 1968—
financed wholly through additional Federal
borrowing—presents a real danger of esca-
lating both price and interest rates in the
domestic economy. The economy is already
feeling the effects of the administration’s
fiscal policles. Bond prices are golng down
and interest rates are going up. The cost of
lving increased 0.3 percent in April, the larg-
est price rise in the past 6 months. The
housewife well knows what this means. If
we are to avold shrinking the food dollar,
we must cut back on the Government's
spending at home.

To the $29 billion of additional debt, there
must be added existing debt which must be
financed each year through relatively short-
term borrowings. The enactment of this bill
will set the stage for a repetition of the
conditions which prevailed in the money
market last fall, when interest rates reached
the highest point in 40 years. Many busi-
nesses have not yet recovered from the effects
of tight money last fall. A repetition of that
mistake could have a disastrous effect on our
economy.

IF BUDGET DEFICIT NOT $29 BILLION, DEBT
INCREASE NOT NEEDED

On the other hand, if the contingencles
which could result in a $29 billion deficit
for fiscal 1968 are not real—and are not
likely to happen—there Is no justification
for providing the additional 29 billlon in-
crease in the debt limit. For all practical pur-
poses, an increase of $29 billion in the debt
limit would remove any effective limitation
on Government spending.

DEBT LIMIT CONTRIBUTES TO ECONOMIC
STABILITY

There may be those who argue that the
debt limit is meaningless, that this bill is
Just part of a “fiction” which the adminis-
tration, the committee, and the Congress
engage in each year. We disagree. For flscal
1968 the Government will be paying more
than $14 billion—that is more than #1 bil-
lion per month—in interest on the Federal
debt, There is no “fiction.” The Iincreased
debt provided for in this bill will entail the
payment of about $1.5 billion in additional
interest. That likewise 1z no “fictlon.” After
national defense, Interest expense ls the
largest item in the Federal budget.

The limitation on the public debt is a
means whereby the Congress can review on
an overall basls the administration's plans
with respect to revenues and expenditures.
If this review has not served a useful purpose
in recent years, it 1s only because the admin-
istration has submitted misleading budgets—
both with respect to revenues and expendi-
tures.

In addition, the expenditure restraint that
should be inherent in the debt 1imit serves to
protect our currency in the international
market. A meaningful debt limit is necessary
for this protection. Under our monetary sys-
tem, the Federal Reserve banks issue cur-
rency backed up by obligations of the United
States. The debt limit fixes the maximum
amount of those obligations which can be
outstanding. Unquestionably, the restraint—
which results from a realistic limitation on
the amount of obligations outstanding—is
necessary if we are to avold a possible “run
on the dollar” in the face of our deteriorating
balance of payments. The magnitude of the
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debt increase proposed in this bill could
seriously impair the dollar, and could well
bring about an unprecedented demand on
our depleted gold reserves.

Conclusion

In concluslon, before enacting an addi-
tional increase of $29 billion in the debt
limit—making a total of $35 billion since the
first of the year—the administration and the
Congress have the solemn duty and obliga-
tion to reappraise the priority of domestic
and forelgn expenditures—and to consider
additional sources of revenue—in order to
reduce the need for an increase of this mag-
nitude in the Government’'s borrowing au-
thority. The administration steadfastly re-
fuses to meet this obligation. Instead, the
administration asks Congress to give it a
“blank check” to run up a deficit of $29
billion. This we refuse to do.

The fallure of the administration to meet
its obligations to the American people leaves
us no course except to oppose this bill. It
is the only recourse left to us. Only by this
means can we bring about a reappraisal of
expenditures and revenue needs in the light
of a threatened budgetary deficit which is
intolerable.

JoHN W. BYRNES.
THOMAS B, CURTIS.
James B. UTT.

JacksoN E. BETTS.
HermAN T. SCHNEEBELI.
Harorp R. COLLIER,
JoeL T. BROYHILL,
JamEes F. BATTIN.
BarBer B. CONABELE, Jr.
GEORGE BUSH.

Mr, ULLMAN. Mr. Chairman, I yield
myself 5 minutes.

I would remind the Members of this
House that this year we may very well
spend $80 billion for national defense,
and we must remember that during
World War II our maximum spending—
in fiscal 1945—was only $81 billion. So
we are spending dollarwise at approxi-
mately the same rate we were during
the height of World War II.

When you look at the budget this year
that is included in this debt ceiling, you
see approximately $80 billion directly for
national defense. You see $14 billion for
interest on the national debt, and over
$6 billion for veterans’ costs. These are
all fixed expenditures over which we
have very little control—and they total
over $100 billion for defense and fixed
expenditures.

So when you contemplate a total ad-
ministrative budget of around $136 bil-
lion, you will see that there is about $36
billion left for all other Federal expendi-
tures. When you put this in perspective
by looking at our gross national prod-
uet—which is well above $760 billion—it
seems to me that this country is not in
a great financial erisis when it spends
$36 billion for nondefense items.

I believe in economy and I think every
Member of this House does. But we must
remember that when we vote on this bill
to limit the Federal debt, we as Members
of Congress cannot shift this responsi-
bility to anyone else. It is our responsibil-
jty. We authorize and appropriate every
dime of expenditure that is spent by the
administration, and I think it would be
a little bit embarrassing to sit back, as
many Americans are doing, and witness
us here attempting to shift this responsi-
bility somewhere else.

These are not normal times. As I said
before, our military expenses, dollar-
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wise, are at the peak of World War II
We are in crisis today, and we are living
in a world where crisis piles upon crisis.
If we are going to tie the hands of an
administration during these times by re-
fusing to let them pay the bills that we
authorized and appropriated, in my
judgment we are failing the American
people in our responsibilities to them.

I do not agree that we can have guns
and butter. I believe there are a lot of
things we should be cutting down on,
but this great Nation can afford guns
and bread. We have great problems here
at home, and we cannot kick them under
the rug. If we delay their consideration,
they are only going to pile up on us. We
must face up to the critical domestic
problems we have.

I am not saying every dollar we spend
is wisely spent, and our Appropriations
Committee looks into these matters. I
hope we will look into them more care-
fully in the future to make sure that
they are spent wisely. But, believe me,
we cannot cut $36 billion for nonde-
fense, nonfixed expenditures and re-
solve the critical problems that face this
Nation today.

At a time when every American is
willing to tighten his belt, we need lead-
ership; we need it on the administra-
tion level, and on the congressional level.
Americans are willing to tighten their
belts, if every other American and every
other segment of our economy likewise
tightens their belts. It is a great chal-
lenge to us and to the administration
to come forward this year with that
leadership.

If we need tax increases, let us put the
tax increases where they are equitable.
If corporate profits are too high, let us
cut into corporate profits. If the only
way we can achieve economic stability
is to selectively return to excise taxes,
let us go back to excise taxes. But let
us use some imagination and ingenuity.

There is no easy way out of this kind
of problem. The suggestion of the com-
miftee minority, proposed this afternoon,
sounds like an easy way out, but, be-
lieve me, it will not bear the light of
examination.

I am going to talk just a minute or
two about the part of the bill that is of
most concern to me. That is the Secre-
tary of the Treasury’s recommendation
that the committee lift the ceiling on
long-term obligations to the extent of $2
billion, and redefine a U.S. Treasury note
to extend its maximum maturity to a 10-
year period. These notes have been his-
torically limited to 5-year maximum ma-
turities, and I remind my colleagues that
they are exempt from any statutory in-
terest rate limitations,

I so strongly opposed that proposal
that I would be here in the well today
talking against the passage of this bill
had we accepted the recommendations of
the Secretary of the Treasury. The
Treasury, in my judgment, is looking for
an easy way out, too.

Certainly it would be easier for them
to finance the national debt if there were
no ceilings and if they could go into the
marketplace and sell long-term obliga-
tions at 6 percent or 7 percent. It would
make their job easier. But what would
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it do to the American economy? What
would it do to our basic standards of in-
terest rates that we have lived with these
last 48 years and under which we fi-
nanced two major wars?

Let us go back. What was the long-
term interest rate in World War II? Ap-
proximately 2.5 percent. We financed
World War II at 2.5 percent. We fi-
nanced Korea at about 3 percent. Under
present and existing law, it is completely
possible to do the same thing today. It
does not take any act of Congress. It
takes some change of values and a change
in the tone of leadership on the part of
both the administration and the Federal
Reserve Board and on the part of Con-
gress, too. It is another part of the belt-
tightening process that, if this crisis gets
any deeper, we are going to have to look
into—because we cannot finance a major
war at the kind of interest cost we are
paying today.

So when this matter came before the
committee I made my position clear. As
the chairman said, the Secretary and I
were instructed to talk over the matter
and to arrive at an agreement. We had a
very lengthy conversation. We went into
the matter in great depth. I will not say
that we arrived at a mutual agreement.
The chairman indicated that was the
case, but I would say it was, on the part
of the Secretary, a “reluctant agree-
ment.” The formula we arrived at, which
is in this bill, eliminates the $2 billion of
long-term indebtedness free from the in-
terest rate request and confines the
change in definition of notes to an exten-
sion to 7 years. The Secretary finally
conceded that this would give him some
flexibility in his efforts to lengthen the
debt.

This compromise will give the Secre-
tary some flexibility. This will allow him
considerable authority in his efforts to
control the lengthening of the debt.

I believe it is a reasonable compromise
between the Secretary’s original position,
which I so strongly opposed, and my con-
cern that the 44 ceiling on bonds be pre-
served.

I am serving notice that as of right
now, in my judgment, this is a long-term
solution, not an eating away solution, and
I will not now or in the future agree to
further lengthen the 7-year definition of
a note. I will continue to be adamant in
my opposition to any lifting of the long-
term ceiling which is now in the law,
and has been for 40 years.

I do this on the basis of the fact that
the administration and the Fed do have
the power and the authority, if they wish
to use it—and we have a responsibility to
use our fiscal power and our authority—
to so manage the economy so that the
interest rate structure will be kept at a
level which permits the whole of the
American economy to survive.

Last September we were able, by action
in Congress and by the Fed, to turn the
tide of interest rates and get them going
down. I am greatly concerned today that
the trend has turned again, that the
long-term interest rate structure is in-
creasing again. The money markets are
tightening. We could very well be in an-
other financial crisis this summer.

This is why I call upon the Federal
Reserve System and the administration
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to take strong action to keep the economy
under control.

Mr. Chairman, I join this afternoon
with the majority of the Committee on
Ways and Means in recommending to
the House H.R. 10328. I have discussed
with many of my colleagues, and with
the administration, my serious reserva-
tions for some features of this important
legislation. However, after careful de-
liberation, I have concluded that the bill
we are now considering is a sound at-
tempt to place a realistic limit on the
public debt, while providing the Secre-
tary of the Treasury with some useful
tools for discharging his responsibilities
in the arena of debt management.

Only 4 months ago, the Congress was
required to suspend its business and
grant an urgent “temporary” limitation
of $336 billion to the “permanent” pub-
lic debt limitation of $285 billion. The
Secretary of the Treasury was scram-
bling to pay the Nation's bills in the
wake of the tightest money in 40 years
and under the extraordinary demands of
a major military commitment. America’s
involvement in Vietnam has not less-
ened, and we are threatened today with
even more serious problems in the Mid-
dle East. To fulfill these obligations
swiftly and surely, this Congress must
provide for possible extension of the
public debt, while maintaining the fi-
nancial discipline implicit in the Second
Liberty Bond Act.

Temporary limits on the debt auto-
matically expire with each fiscal year
and, as we have seen in recent years,
frequently require temporary extensions.
These temporary limitations have be-
come so commonplace that they have
lost all impact as a restraint to spend-
ing, and are merely an encumbrance on
legislative planning.

The committee’s recommendation that
we abandon the temporary designation
will put an end to this deception. Fur-
ther, by setting the limit at $365 billion,
we may hope that the Congress will have
ample opportunity to frequently review
the Government’s fiscal operations with-
out the pressures which accompanied
last February’s consideration of the pub-
lic debt limit.

Before continuing, I wish to emphasize
that the large increase in the limit is not
an invitation to expand our nonmilitary
expenditures at this time. In view of our
international commitments, the Con-
gress must exercise vigorous restraint
and postpone unnecessary domestic
spending.

Another provision of this bill includes
certain participation certificates in the
debt limit. During our earlier considera-
tion of the public debt limit, HR. 4573,
I emphasized my consistent record in
opposition to these financial instru-
ments. At that time, I recommended that
we suspend further use of sales partici-
pations. Since that time, the House has
in fact removed authorization to sell $2.4
billion of these certificates. In the light
of this development, there is considerable
doubt whether or not the administration
will succeed in marketing an estimated
$5 billion of these expensive certificates
in fiscal 1968. But if all or part of their
expectations are realized, the accounting
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for these sales belongs under the debt
limit.

When our committee discussed H.R.
4573 on February 8, it seriously consid-
ered including participation sales under
the limit. At that time, I recommended
comprehensive study of our budgetary
and accounting procedures before the
matter could be definitively settled. Since
those discussions, the President has es-
tablished a Commission on Budgetary
Concepts. I am hopeful that this Commis-
sion will determine the proper treatment
of all contingent liabilities, including the
participation certificates.

Mr. Chairman, the final provision of
the bill before us today recommends that
the maximum maturity for U.S. notes, as
authorized in section 18 of the Second
Liberty Bond Act, be extended to 7 years.
As many of my colleagues are aware, this
recommendation represents a compro-
mise between the Secretary of the Treas-
ury’'s request for flexibility in debt man-
agement and rigid adherence to the
41, -percent ceiling on Government bonds
of over 5 years, which has served us so
well for half a century. Because of the
role I played in achieving the 7-year rec-
ommendation, I would like to explain in
some detail my position on this matter.
As a Representative from the Nation’'s
No. 1 lumber-producing State—vitally
dependent on a healthy home-build-
ing industry and mortgage mar-
ket—I have stood in Congress for 11
years in opposition to high interest rates.
Through the Eisenhower, Kennedy, and
Johnson administrations, I have con-
demned policies of the Executive and the
Federal Reserve Board which have per-
mitted interest rate escalation. The
homeowner, the homebuilder, the small
businessman, the farmer, the person liv-
ing on a fixed income, States, and mu-
nicipalities—and the Federal Govern-
ment—simply can’t afford the debt
service costs which peaked last summer
and still prevail in the long-term money
markets.

When the House considered H.R. 4573,
I stood on this floor and warned the
Congress of the consequences of aban-
doning the 41;-percent ceiling on long-
term Treasury bonds. I am proud to
say that the House did not accept a re-
commital motion which had as its ob-
jective the elimination of the long-term
ceiling. By a record vote of 155-261—al-
though final passage possessed a margin
of only 16 votes—the House of Repre-
sentatives emphatically rejected aban-
donment of the 4%;-percent ceiling.

Last month, Secretary of the Treasury
Fowler came before our committee with
a more modest request. To gain flexibility
in debt management, he averred that it
would be helpful to permit $2 hillion of
bond issues above the traditional ceiling,
and to extend the definition of U.S.
Treasury notes to a maximum maturity
of 10 years.

The Secretary faces some very diffi-
cult problems in the management of the
public debt, particularly in this time of
national emergency. We are in a war
of major proportions, and face the threat
of additional involvements in our deter-
mination to build the foundations for a
peaceful world.

If it were not for Vietnam, we would
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have a balanced—perhaps even a sur-
plus—budget and extension of the public
debt would not be necessary. But we have
these commitments, with their attendant
budgetary problems, and it is the duty
of the Congress to provide for the financ-
ing of our obligations.

Three previous times in this century
we have encountered similar war budgets
with substantially the same laws as to-
day. The 4%, -percent ceiling was adopted
to meet the obligations of World War
I, and served us well throughout World
War II and the Korean conflict. The
Treasury financed the Second World War
at long-term interest rates in the vicinity
of 2.5 percent, and the Korean war at
rates under 3 percent. The average ma-
turity of the public debt for World War
II was close to 9 years and almost 7 years
for the Korean involvement. What per-
mitted these reasonable interest costs
and healthy maturities? During both
World War II and the Korean war the
administration carefully coordinated
their public debt operations with the Fed-
eral Reserve System. When bills, notes,
and bonds were issued to finance the war,
the Federal Reserve would buy at fixed
prices in the open market. This policy
successfully kept interest rates down, per-
mitting reasonable carrying costs for the
enormous public debt, assuring confi-
dence in the Government's obligations,
and easing the reconversion to a peace-
time growth economy at the cessation
of hostilities.

This coordination was abandoned in
March of 1951. The Federal Reserve, in
their belief that high interest rates and
tight money would slow post-war infla-
tion, stopped pegging Treasury issues.
Interest rates on Federal bonds were left
very much to the whims of the money
markets.

The Open Market Committee of the
Federal Reserve Board has the same au-
thority today to coordinate its opera-
tions with Treasury borrowing that it
did during the earlier military crises.
Let no one say that the Government does
not have the power under existing law to
restore reasonable interest costs to pub-
lic financing.

The underlying assumption of those
who wish to lift the 4Y;-percent ceiling
on long-term issues is that the Treasury
is subservient to the money market. Dur-
ing times of balancsd budgets—when
debt operations are primarily refund-
ing—this may have some validity. But
when a national emergency exists and
severe dislocations in our economy result,
the Government must exercise its ability
to be the controlling factor in the mar-
ketplacc.

The Federal Reserve need not acquire
every Treasury issue or set the interest
rate. The mere presence of the Fed in
the marketplace—and this was demon-
strated again last week—will force inter-
est rates down in all sectors of the money
market.

Mr. Chairman, this Nation must not
permit the self-serving money interests
to profit from the war economy. We have
the means of financing our obligations
at reasonable and sensible interest costs
below the 414-percent ceiling.

The BSecretary of the Treasury is
alarmed by the diminishing average ma-
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turity on the public debt, and I, too, am
deeply concerned. The average length
of the Federal debt has declined to 4
years and 5 months, and Secretary
Fowler fears the consequences of sole re-
liance on short-term financing if interest
rates zoom back to their lofty heights of
September 1966, Further, he notes the
failure of the Treasury to issue a new
obligation of more than 5 years since
May 1965.

How did this situation develop? As my
colleagues know, I have repeatedly scored
the administration and the Federal Re-
serve for their overreliance on monetary
restraints to combat inflation. The tight
money policies pursued in 1965 and 1966
by the executive branch brought us to
the brink of financial panic last Sep-
tember, and today accounts for the di-
lemma the Secretary is faced with in
his debt management operations.

Firsy, let us consider the diminishing
average maturity on the public debt. 1
noted earlier that the average maturity
of the public debt was nearly 7 years
during the Korean war. Except for a
slight improvement in the early sixties,
it has deteriorated seriously since 1950.
During the Eisenhower administration,
the Treasury pursued a peculiar policy—
it refrained from issuing long-term ob-
ligations during the boom periods be-
cause of high interest costs—and it re-
frained from issuing bonds in the three
recessions of the 1950’s because it feared
loss of liquidity by tying up investors in
long-term securities.

By 1960, the average maturity was
down to 4 years, 4 months. In this
decade, the Kennedy-Johnson adminis-
trations attempted to improve the situa-
tion. Between 1961 and 1965, long-term
public offerings of Government bonds
jumped from 22.2 to 40.8 percent of all
coupon issues. However, in mid-1965, in-
terest rates in the long-term marketplace
made further bond issues prohibitive. Of
course, as I have said previously, there
has been no effective Federal Reserve-
Treasury coordination of public debt fi-
nancing.

The Treasury has complained about
the statutory ceiling for years. The sup-
posed problems caused by the 414-per-
cent ceiling during this period are ques-
tionable. Even when bonds could be
issued below this level, there was a neg-
ligible lengthening of the public debt.
Part of the difficulty can be laid at the
door of the Federal Reserve. In amass-
ing its present portfolio of $45 billion in
Federal securities, the record shows that
the Federal Reserve has followed a bills-
only policy since March 1963, My
learned colleague from Wisconsin [Mr.
Reussl, in a carefully prepared state-
ment in Monday's Recorp traced the his-
tory of this policy and showed that a
mere 3.07 percent of the Fed’s $45.5 bil-
lion portfolio is in over 5-year bonds.

It should be pointed out that last week
the Federal Reserve engaged in heavy
buying of long-term bonds. Whether this
represents assistance for the mortgage
and other long-term markets, or is a
revival of Operation Twist—buying long
and selling short—for balance-of-pay-
ments reasons, or some other considera-
tion, will not be known for some time.
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The Fed muffed one opportunity al-
ready this year to really help the long-
term market. In February, 20-year Gov-
ernment bonds relaxed from their high
of 5.12 during the tight money crisis, to
4 .44 percent yield in the secondary mar-
ket. Prompt and immediate action by the
Fed and the Treasury at that time would
have kept the decline going—fo the bene-
fit of the entire long-term marketplace
and the Nation. Instead long-term rates
have rebounded, and these same bonds
are now yielding 4.91 percent interest.

In fact, municipal, corporate, and
Government bonds are on the way back
up the interest ladder. The best munici-
pal bonds are trading around 4 percent—
their September high was 4.17; and the
corporate Aaa are close to 5% percent.
Conventional new home mortgage rates,
which lag behind other market prices,
show a miniscule improvement at 6.41
percent from their 40-year high of 6.49
last December. To put the mortgage rate
situation in perspective, a $15,000 con-
ventional 20-year mortgage which went
at 5% percent in December 1965, would
cost $2,000 more for the home purchaser
at today’s 614 percent rate.

Market experts see many reasons be-
hind the failure of the long-term rates
to follow the improvement in Treasury
bills and investment paper. Banks, re-
membering the pinch last year, are in-
vesting heavily in short-term securities
and making short-term loans, in expecta-
tion of a tight money Federal Reserve
policy later this year. Corporations, un-
able to borrow long in sizable amounts,
are floating bond issues, and clogging the
long-term markets with unprecedented
demands. The corporations have sold
$4.6 billion worth of bonds on the public
markets in the first 4 months of this
year. Corporate treasurers then fturn
around with the proceeds of a bond issue
and invest in short-term securities rather
than let the money lie idle. Many tradi-
tional investors in mortgages are stay-
ing away from the market or turning
elsewhere. Insurance companies and
pension funds are lured away by the
attractive yields in corporate and mu-
nieipal bonds. Savings and loan associa-
tions are still consolidating their posi-
tion from last year’s drain on their
resources.

Under these circumstances, it is hardly
advisable for the Treasury to enter the
long-term marketplace. If the Treasury
was permitted to disregard the 4%; per-
cent ceiling at today’s rates, we would tie
up large portions of the debt at 5 percent
costs for 10 and 20 years. It is also reason-
able to conclude that the dislocations in
the money market would be even more
severe if new high-priced long-term
Treasury bonds were active in competing
for funds. Therefore, I refused to accept
the Secretary’s request for authority to
issue $2 billion in Treasury bonds irre-
spective of the statutory ceiling.

The Secretary’s recommendation that
the U.S. note be redefined does have some
merit, particularly if it results in a
lengthening of the debt.

The problems of borrowing by govern-
ments and private borrowers are affected
far less by the average maturity of the
debt than by the overall adequacy of the
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supply of credit. Yet, it is advisable to
improve the mechanism for extending
the maturity of the debt only when
money supply is expanding.

By the way, I have no quarrel with the
recent, policies of the Federal Reserve in
this regard. In the first quarter of 1967,
money supply increased by a 6.5 percent
annual rate. The net free reserve condi-
tion of member banks of the Federal Re-
serve System remains around $250 mil-
lion, indicating that the Fed will con-
tinue its easier money trend.

Increasing the length of the debt in a
recession, or in a plateau economy, does
have certain benefits. Selling longer se-
curities may be done for the purpose of
retiring shorter debt, thus tending to
drive short-term rates down. This en-
courages banks to expand loans instead
of using their funds for short-term in-
vestment. It therefore assists in meeting
the demands of business.

Of course, with proper Treasury-Fed-
eral Reserve coordination, buying long
and selling short in a plateau period will
result not only in a healthy lengthening
of the debt, but may have some balance-
of-payments benefits. An expanding
money supply must be available under
these circumstances to avoid an adverse
effect on housing and other economic
areas sensitive to long-term rates.

The Secretary informs me that rough-
ly half of the 5- to 10-year debt out-
standing is in 6- and T-year maturities.
This portion constitutes 5% percent of
the total outstanding issues. To permit
the Secretary to utilize this portion in
his present debt management difficulties
would provide some modicum of relief.

It is for these reasons that I sympa-
thize with Secretary Fowler’s desire to
lengthen the debt and support the com-
mittee’s recommendations to permit an
extension of Treasury notes to T-year
maturity. In February, the Treasury is-
sued their most recent offering of 5-year
notes, at a 434 percent interest cost. I
would hope that the Secretary resists
the temptation to use the proposed au-
thority to tie up the U.S. Government for
T years at this type of rate. Any addi-
tional competition that might be added
to the long-term market at this time
would be particularly unfortunate.

Mr. Chairman, before concluding my
remarks I would like to make some brief
comments on the allegation that the
size of the Federal debt is the great-
est inflationary threat to our economy
today.

The only way that you can realisti-
cally assess Federal spending and the
Federal deficit is in relation to the Na-
tion’s ability to produce. As a percentage
of our gross national product, Federal
spending has declined steadily from a
high of 134 percent in 1946 to 41 per-
cent in 1967, Far from dramatically in-
creasing, the Federal deficit itself has
expanded only 16 percent since the end
of World War II. By contrast, the debt
of State and local governments has mul-
tiplied eightfold, debt of individuals is
820 percent as large, and corporate debt
is 640 percent greater than it was in 1946.

Any increase in spending does have
an inflationary effect. But, as the tight
money crisis of 1965 and 1966 proved be-
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yond a doubt, the inflationary villain is
to be found in corporate overexpendi-
ture on plants and equipment, overex-
tension of consumer credit, and high in-
terest escalation.

I warned this House, on March 16, that
the restoration of the investment tax
credit was premature. The expectations
of the money market outlined above, and
the repeated predictions of the Counecil
of Economic Advisers, lend credence to
my fear that we may have re-created the
conditions for another tight money crisis.

On the consumer credit point, I would
like to bring to my colleagues’ attention
an unpublished Commerce Department
study cited in the May 31 Wall Street
Journal. According to the article the
average family in the United States
spends a fantastic 22 percent of its in-
come in debt service charges on mort-
gages, installment charges, and other
loans. This percentage has doubled since
1949, and suggests that consumer credit
has provided an inflationary source of
tremendous proportions.

Mr. Chairman, in conclusion I would
like to emphasize again that now is the
time for the Federal Reserve Board to
live up to their public trust; now is the
time for the administration to take the
initiative in coordinating their policies
with the Federal Reserve; now is the time
for the Congress to exercise their fiscal
responsibilities to eliminate nonessen-
tial programs. The immediate issue today
is to raise the public debt to levels con-
sistent with the demands of the Treasury
and the financial discipline of the Con-
gress. The real issue is to provide orderly
growth for a wartime economy at rea-
sonable interest costs. HR. 10328 will
contribute to these goals.

I recommend favorable consideration
of the committee’s bill, HR. 10328.

Mr. COLLIER. Mr, Chairman, I yield
myself 10 minufes.

Mr. Chairman, there has never been a
time in the history of this Nation that
our fiscal situation has been in a worse
mess than it is today and it has developed
through policies adopted by the past two
administrations and condoned and even
approved by the majority of the Members
of Congress.

Budget estimates have gone from bad
to worse, and those submitted by Presi-
dent Johnson in January seem to depart
farther from reality as each month
passes, To go into any detail on the mis-
calculations for the current fiscal year
and discuss the illegitimate deductions
made for the so-called participation cer-
tificates would be repetitious of the con-
tents of the minority report and dialog
that has been presented on the floor of
the House since the inception of the par-
ticipation certificates program of gim-
mickry.

Relating to the public debt—a na-
tionally known economist and syndi-
cated writer said:

The outlook is appalling, yet few Congress=
men seem to be appalled by it. Mountains
of figures are dull and confusing, When the
administration presents three different budg-
ets—administrative, cash, and “national in-
come accounts'—confusion and apathy only
increase.

Besldes—

He says—
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criticizing big spending and deficit financing
seems to have proved futile in the last 35
years and looks even more futile today.

Yet the consequences of deficits get
constantly more serious. Huge deficits
mean huge Government bond offerings
to pay for them. This prospect has been
depressing bond prices and raising long-
term interest rates. Increased budget
deficits also lead to increased deficits in
the balance of payments. In sum and
substance, we face a situation in which
the confidence in the dollar is under-
mined and huge deficits have caused in-
flation which has eroded the purchasing
price of the dollar.

During the six terms that I have been
a Member of this legislative body, I have
been subjected to certain criticisms in
certain places, and particularly during
political campaigns, for my opposition to
particular authorization and appropria-
tion bills and to new and sometimes
wasteful spending programs. There are
those of us who are frank to admit that
everything that might be desirable in the
way of federally sponsored programs is
not always fiscally feasible. It is also a
fact that opposing certain Federal pro-
grams naturally deprives various seg-
ments of our citizenry of the bounties of
the Federal dole which can often be
translated into votes for more liberal
spenders on election day. Failing our
responsibility—we had a responsibility to
be prudent, we failed in that.

Even those things which go beyond
our domestic frontiers have been fur-
nished from Washington without fiscal
judgment and often without rhyme or
reason. For example, 10 years ago I sug-
gested in opposing the foreign aid bill
that we were pouring money down the
drain in the case of arming small na-
tions around the world and I suggested
at that time that we divide our aid bill
into three separate and distinct cate-
gories: technical assistance, economic
assistance, and military assistance.

Looking at the world situation today
and recognizing that we have poured
nearly $4 billion into the Arab bloc,
$350 million of which went for military
aid to these nations, is either evidence
of the folly of our actions or a confirma-
tion of the position I have taken in this
regard since that time.

Other programs involving big spend-
ing have been punctuated with waste
and maladministration as the monstros-
ity of bureaucracy grows. There is
hardly a Federal program that has not
mushroomed to the point where Fed-
eral tax dollars are dissipated in a
shameful manner.

If ever there was a legislative measure
which embraces a demand for some
serious reevaluation of both foreign and
domestic spending programs, it is the
bill before us today. Its roots go even
deeper than the increasing burden upon
the taxpayers of this country. It goes
deeper than the specter of an eventual
socialistic system. Rather, it resolves it-
self to a matter of good, commonsense
in the conduct of our fiscal affairs. The
theorists who have nurtured the Keynes-
ian philosophy must today recognize
the pitfalls of the thinking that seems
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to have permeated our Government
hierarchy in recent years.

And with all of the bloated programs,
well meaning as they may be in some
cases and politically motivated in others,
the Great Society that they were in-
tended to create leaves us with a view
of a pretty dismal picture of turbulence
both at home and abroad. Perhaps it is
not too late to reconnoiter and make
some reappraisals and that is what I
sincerely hope this Congress will do in
the months ahead. Never have we had a
more demanding responsibiilty.

The CHAIRMAN pro tempore (Mrs.
Mink). The time of the gentleman from
Illinois has expired.

Mr, COLLIER. Madam Chairman, I
yield 5 minutes to the gentleman from
Virginia [Mr. BROYHILL].

Mr. BROYHILL of Virginia. Madam
Chairman, every time we bring up the
question of the increases of the debt limit
for discussion the statement is made over
and over again that the good faith and
credit of the U.S. Government is at stake,
and that under no conditions should we
permit a situation to develop where the
U.S. Treasury is unable to pay its bills
and meet its obligations.

Of course, Madam Chairman, economic
chaos would develop and the credit of the
United States would be placed in jeop-
ardy. This point is made, however, in
order to make it appear that we have no
choice but to vote for the pending debt
increase legislation. And, this point has
been made several times here today.

I should like to point out at the outset,
Madam Chairman, that all of us agree
that we must pay our bills. We must meet
our obligations. We should all stand to-
gether in demanding that whatever
revenues are necessary to pay our bills to
provide for a sufficient national defense,
particularly at a time when American
troops are fighting on foreign soil, should
be provided.

But, Madam Chairman, I do not agree
that an arbitrary increase in the debt
limit is the best answer to this problem.
I think at best it is an oversimplification;
it is the most dangerous and irresponsible
way to solve the problem and, at the very
worst, it is the most unfair way, because
we pass it on to future generations to
pay.

I agree one of the good features of
the bill is we are eliminating this fic-
titious $285 billion temporary increase.
There is nothing temporary about a debt
limit, any more so than there is any-
thing temporary about a tax increase.

As I said before, there is nothing more
permanent than a temporary Govern-
ment building built during the war here
in Washington. But experience tells us
that the “temporary debt ceiling” runs
a close second. It is silly to think that at
the rate we are going we are ever going
to be able to reduce our national debt, In
fact, unless the administration shows a
willingness to hold the line on domestic
expenditures, we will be increasing the
debt ceiling again next year.

When I said we were considering an
arbitrary increase in the debt ceiling, I
did not mean it was arbitrary from the
standpoint of the Committee on Ways
and Means. There has been a lot of study
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and hard work given to this entire prob-
lem by the committee, by the staff of the
Joint Committee on the Internal Rev-
enue Taxation, and particularly by our
chairman.

Our chairman has done a splendid job
in prodding and probing and trying to
find out the proper amount to raise this
national debt ceiling. I think the com-
mittee has done an excellent job with
the information that has been made
available to it.

I think the increase is arbitrary, how-
ever, from the administration’s stand-
point, because the debt level proposed
in this bill is based on a series of de-
ceptions and misrepresentations by the
administration over the last 2 years. We
must oppose this bill in order to require
the administration to submit an honest
budget, recognizing that the demands of
the Vietnam war require that new pri-
orities on domestic spending be estah-
lished.

The administration has consistently
told the American people that they can
have guns and butter—that they can
finance a major war in Southeast Asia
and continue to undertake multibillion-
dollar programs of social welfare on the
domestic front. In order to convince the
American people of the possibility of
attaining both these goals, the admin-
istration has consistently underesti-
mated the cost of the Vietnam war.

In its budget estimates for fiscal 1967,
the administration budgeted $10.3 billion
for the Vietnam war. As late as Septem-
ber of last year the administration was
still adhering to its budget estimates sub-
mitted to the Congress in January 1966.
Not until 1 year later—January 1967—
did the administration admit to the Con-
gress that the Vietnam war would cost
nearly $20 billion, almost twice its orig-
inal estimate. However, during the in-
terim, it was apparent to everyone that
the administration’s estimates were no
longer valid.

The chairman of the House Appropria-
tions Committee, Congressman MauoN,
indicated last August that expenditures
of the Vietnam war were greatly under-
estimated, possibly by as much as $15
billion for fiscal 1967. The chairman of
the Senate Preparedness Investigating
Subcommittee, Senator StEnNIS, made
similar statements.

In addition to understating the cost
of the Vietnam war by 100 percent, the
administration attempted to understate
expenditures by a new gimmick—partic-
ipation sales, Participation sales cer-
tificates are in essence a new Govern-
ment security which is outside the debt
limit. The proceeds from these sales are
accounted for as a reduction in Govern-
ment spending. Through this “gimmick,”
the administration understated the size
of the deficit.

Finally, receipts were distorted
through a series of one-shot revenue
measures—accelerated corporate pay-
ments, graduated withholding, and semi-
monthly deposits of income and payroll
taxes withheld by employers. This tem-
porary bulge in income made the Gov-
ernment’s fiscal affairs look much
healthier than they actually were.

Many of us in the Congress pointed out
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that the administration’s economic and
fiscal forecast, as well as its proposals
for domestic spending, were based on
misleading and outdated estimates. In-
stead of revealing the true facts to the
Congress and the American people, the
administration claimed that we were op-
posed to programs for the poor, programs
to solve the problems of the cities, aid to
education, and other proposals. This is
simply not true.

We were concerned that by misleading
the Congress, vastly increased expendi-
tures for domestic programs, when added
to the Vietnam expenditures, would
cause inflation, drive up interest rates,
result in economic dislocation, and ad-
versely affect our balance-of-payments
problems. Unfortunately, the admin-
istration remained obstinate and our
prediction came true. Interest rates
reached their highest level in 40 years
last fall. The Consumer Price Index in-
creased from 109 in March of 1965 to 115
in March 1967—an increase of 6 percent-
age points.

When Republicans in the Congress
asked for accurate cost estimates for the
Vietnam war so that priorities on do-
mestic expenditures could be adequately
considered by the Congress, the admin-
istration accused us of wanting to make
“the poor pay for the war.” In fact, the
poor are paying for the war because of
the severe inflation caused by the ad-
ministration’s policies. Inflation is a
cruel tax affecting the poor more ad-
versely than any other element in our
society. As under previous Democratic
administrations, the poor are paying
more and they have less to pay it with.

The American public expressed its dis-
approval of this performance at the polls
last November, but the administration
failed to get the message. The nearly
disastrous performance in connection
with the 1967 budget is being restaged in
connection with the 1968 budget. Ex-
penses of the Vietnam war are deliber-
ately being underestimated. Expendi-
tures and the deficit are being artificial-
ly reduced through the participation
sales gimmick.

The Congress is being urged to provide
both guns and butter, and is being mis-
led about the price of both items. Inter-
est rates are going up again. Inflation, as
measured by the Consumer Price Index,
is creating a real problem for all of our
citizens, The housewife, the homeown-
er, and particularly the poor are pay-
ing for the deceptions of this adminis-
tration.

Of particular concern to me is the im-
pact the administration’s deception may
have on the international financial sit-
uation and America’s balance-of-pay-
ments problems. The willingness of for-
eigners to refrain from cashing in dol-
lars for our dwindling gold reserves de-
pends on the faith they place in the fis-
cal integrity of the U.S. Government,
and the determination of the adminis-
tration to maintain a sound dollar.

For the second year in a row the ad-
ministration is showing the world that
its ecredibility is suspect. They under-
estimated defense expenditures for Viet-
nam in fiscal 1967 by $10 billion; in fiseal
1968 they have underestimated these ex-
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penditures by at least $6 billion, They un-
derestimated the deficit for fiscal 1967
by around $10 billion; in fiscal 1968 they
underestimated the deficit by perhaps
$29 billion.

This administration shows no readi-
ness to maintain the value of the dollar.
President Johnson is encouraging—even
demanding—that large domestic expend-
itures be authorized by the Congress
at a time when we may be running the
largest deficit since World War II. The
increased demand generated by this ex-
pansionary policy is bound to increase
imports—a critical factor in the decline
of our export surplus over the last 2
years. By driving up the price of Ameri-
can goods we impair the ability of our
industries to compete in the internation-
al market and drive down exports.

It is time for Congress to call a halt
to this fiscal subterfuge and strike a blow
for integrity on the part of the U.S. Gov-
ernment. By voting against this bill we
can require the administration to provide
the Congress and the American people
with realistic estimates about the Viet-
nam war, estimates provided to the Busi-
ness Council only last month by the
familiar “administration sources.” We
can demand that the administration de-
velop domestic spending priorities based
on the $20 to £30 billion deficit actually
contemplated for fiscal 1968, rather than
the $11 billion estimate the administra-
tion is adhering to for political purposes.

Certainly the relative priority of pro-
posed expenditures must be readjusted
if we are facing a deficit of nearly $30
billion instead of the $9.7 billion deficit
on which the January budget message
was predicated.

Economic necessity requires that we
abandon the fiction that the increase in
our national debt limit is due to the in-
crease in defense expenditures.

Expenditures have been going up in
all areas for the past 6 years.

Military expenditures have gone up
54 percent since 1961.

Nondefense expenditures have gone up
59 percent since 1961.

We are still adding more to nonde-
fense programs and still trying to have
more and more butter and jam along
with the guns. We are not exercising re-
straint commensurate with the present
fiscal posture of this Nation.

When we were considering an educa-
tion bill 2 weeks ago providing for an
expenditure of approximately $315 bil-
lion, the principal argument was whether
or not the State or the Federal Gov-
ernment would exercise more control
over the program, and which plan would
give the States and localities the most
money.

Not one word was mentioned as to the
necessity of adding the cost of that pro-
gram onto the national debt, or that
the Federal Government was not taking
in enough revenue to pay for the cost of
the program.

There was no great amount of con-
sideration given to the shifting of re-
sponsibility from the local communities
to the Federal Government; or that the
program itself would result in the con-
struction of additional schools or better
schools in this country, or that the
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States and communities were better able
to solve their educational problems.

The primary issue discussed during
that debate was which side or which
group could present themselves as pro-
viding the most money for schoolchil-
dren and motherhood.

Of course, the poverty program is an-
other example of a nonessential boon-
doggle. We can use thousands of ex-
amples from that program.

I have a very interesting example that
appeared in the Washington Post of May
29, written by William Raspberry—a Ne-
gro. I point that out because whenever
you criticize a program in which Negroes
are involved, you are charged with being
inconsiderate of that particular group.

The title of this particular article had
reference to summer jobs going begging
here in the Washington area. This is the
type of thing that is making this debt in-
crease today necessary.

He pointed out in this article that the
National Capital Housing Authority—
and incidentally this is a federally fi-
nanced organization and a federally
financed program—was advertising a
stay-in-school program in this particu-
lar housing development, offering jobs,
16 hours of work per week for teenagers
living in this public housing development
at the rate of $1.40 an hour.

After expensive advertising in the proj-
ect itself, only 98 applications were
made for the 154 available positions.

Then there were 300 full-time jobs
available for teenagers from 16 to 21
years of age—full-time summer jobs and
only 43 applicants showed up for 300
vacancies.

Then there were 50 adult positions
open as supervisors and only four appli-
cants—and those four were women.

There were 20 other vacancies for la-
borers in other housing projects and
there were no applicants for those jobs.

Mr. Raspberry concluded that the so-
called poor people did not seem to want
to work and suggested that the United
Planning Organization—which is the
group that administers the poverty pro-
gram—should send some of their war-
riors out to find out what is the trouble.

There are a lot of other “political mile-
age” programs that should never have
been originated that cost billions of dol-
lars of Federal funds. They also involve
the loss of untold billions of dollars be-
cause of a lack of production and a lack
of incentive that is created as the result
of such programs.

That is the reason why this debt in-
crease is necessary this afternoon. It is
not due to an increase in military costs.
Of course, the second alternative is a tax
increase and I think we are going to
have one. It is going to be unpleasant,
iind=sirable and politically unpopular—
but so is inflation and so is tight money
and so are high interest rates—all of
which are inevitable with continued
deficit financing.

In conclusion, Madam Chairman, we
should reject this bill before us because
it is based on inaccurate, incomplete, and
outdated information. The Founding
Fathers provided the legislative branch
of the Government with the “power of
the purse” in order to insure a balance
of powers within our constitutional sys-
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tem. Under our Constitution, a revenue-
raising measure must originate in the
House, the most representative body.
Congress will be abdicating these powers
if it continues to exercise them without
the necessary facts. I urge all of my
colleagues to weigh these issues carefully
and vote against any increase in the debt
until the administration provides the
American public and their representa-
tives in the Congress with a new set of
expenditure priorities and with realistic
revenue estimates based upon the actual
facts—not the underestimates, overesti-
mates, contingencies, and other myths
that have been making up the fiscal
dream world the administration has been
inhabiting.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield such time as he may con-
sume to the gentleman from Washington
[Mr. PELLY].

Mr. PELLY. Mr. Chairman, I rise to
voice my opposition to the administra-
tion’s request for a $29 billion increase
in the debt ceiling. The administration
still maintains that there will be only an
$11 billion deficit, but, at the same time,
they continue their program of spend,
spend, spend, and request an increase in
the debt ceiling of $29 billion. The incon-
sistency between the statements of the
administration is matched by the incon-
sistencies of the administration’s fiscal
policy of spending more than it takes in.
Mr. Chairman, I strongly urge the ad-
ministration and the Congress to honor
their solemn duty and obligation to re-
appraise the priority of domestic and
foreign expenditures, and to consider ad-
ditional sources of revenue, in order to
reduce the need for an increase of this
magnitude in the Government’s borrow-
ing authority. I must oppose this bill be-
cause the administration has failed to
meet its obligations to the American peo-
ple, and its ever-increasing budgetary
deficit is intolerable. Mr. Chairman, we
must meet our military needs, but to
reduce our budget deficits we must place
domestic spending on a priority basis.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield 5 minutes to the gentleman
from Texas [Mr. BusH], a distinguished
member of the committee.

Mr. BUSH. Mr. Chairman, I oppose the
requested increase in the debt ceiling.
First, let me be very clear on one point.
My opposition is not based on the belief
that the only way to live within our
means as a country is to vote against the
ceiling increase. The Secretary of the
Treasury, of course, must have funds to
pay the bills, and some of those must
come, in time of tremendous budgetary
deficit, from increased debt.

Rather, my opposition is twofold. The
increase is too large and it is too fat. A
close analysis of the Treasury’s figures
indicates this.

Second, I strongly subscribe to the
principle of discipline that comes or
should come from a proper use of the
debt ceiling. The Secretary made it
clear that he was tired of having to come
before the Ways and Means Committee
over and over again to ask for an in-
crease, and I detected that the Treasury’s
position was that this exercise was some-
what of a waste of time.

CXIII—949—Part 11

CONGRESSIONAL RECORD — HOUSE

My feeling is the opposite. As long as
we operate with mammoth deficits, I
think it is most useful to have the type
of hearings we have had this year on the
debt ceiling. These hearings get before
the people the financial position of the
country, and they highlight the accuracy
or inaccuracy of Government account-
ing, and in the hearings, under the very
fair chairmanship of our dis ished
chairman, every member of this Com-
mittee on Ways and Means—and I speak
as the most junior member—is afforded
ample opportunity to ask questions, and
I for one reject the contention that these
gearings are not a very important exer-

se.

In addition, if the ceiling is increased
prudently and cautiously—prudently so
that the bills can be paid and cautiously
S0 as not to encourage a reckless use of
debt—then the ceiling can in fact exer-
cise a certain discipline on the adminis-
tration and on the Congress.

Had this committee used the Treas-
ury’s figures alone, we could get by in
fiscal year 1968 with a ceiling of $345.2
billion without contingencies.

In order to give the Secretary realistic
operating room, we should add to this “no
contingency” concept, which inciden-
tally includes $4 billion of cash on hand,
the following contingency:

First, $3 billion normal contingency
allowance;

Second, $700 million—the Secretary’s
estimate of the increased cost of the war
in Vietnam;

'ghird, $3.4 billion for no tax increase;
an

Fourth, $5 billion of projected partici-
pation sales which come under the debt
ceiling.

These contingencies total $12.1 billion.
So you add this to the $345.2 billion and
you get a ceiling of $357.3 billion.

In discussing contingencies, there are
two “supercontingencies.” One is the
war in Vietnam. Frankly, I was disturbed
when the Secretary in his statement in-
dicated that the war would cost only $700
million more than his original estimate.
In fairness, he did suggest that this was
only an estimate. But the very day of the
Treasury's appearance before our com-
mittee, the distinguished chairman of
the Appropriations Committee, my col-
league from Texas, was being quoted on
a $5 billion increased cost, and so were
many other people.

So it may very well be that the $700
million is already hopelessly outdated.

The other “supercontingency” is the
tax increase. The committee took out any
revenues for a tax increase in computing
the necessary ceiling.

My own strong convietion is that be-
fore you can stand a $29 billion deficit, a
figure mentioned as a possibility by our
able chairman, before we can contem-
plate such a whopping deficit, we will
have to have a tax increase.

I have been saying, “Let us cut down
domestic spending.” I still say that, but
we are in a costly war, and we cannot
simply finance it entirely from increasing
the debt. I recognize the political liabili-
ties of proposing a tax increase, but it was
one thing to talk about no tax increase
with a projected deficit of $11 billion and

15053

it is something else again to talk about no
tax increase with a deficit of $29 billion.

The chairman mentioned that taxes
at certain levels can result in lower total
revenues. As one who studied economics
to a certain degree, I agree that certainly
we must study any increase carefully, but
we simply eannot let this country’s credit
go down the drain. Unpopular though it
may be, it is becoming increasingly clear
to me that, because of exorbitant pro-
jected deficits, we are going to have to
have a tax increase.

I for one will not consent to finance
this solely through Government borrow-

I do not want the housewives to have
to pay that extra-high milk bill to pay
all this increase, and I do not want our
credit abroad to deteriorate any fur-
ther—this so-called balance-of-pay-
ments drain,

So these two supercontingencies—the
increased military costs and the tax in-
crease—will work in opposite directions,
and certainly should hopefully offset
each other.

A ceiling of $358 billion would exert a
certain discipline. It would give the
Treasury leeway based on their own fig-
ures, and it would exert a tight discipline
based on the more lenient committee
figures.

I would vote for and support a debt
ceiling of $358 billion, because increased
borrowing is absolutely essential; but, I
will vote against the $365 hillion ceiling
recommended by the committee.

I ccmmend the Treasury and the ad-
ministration for their attempt to gain
relief from the long-outdated 4.5-percent
interest restriction on long-term bor-
rowings. I support the Treasury’s orig-
inal request to permit 10-year notes to be
classified as shori-term and to exempt
$2 billion of bonds.

Present restrictions force the Treasury
to borrow in the short-term market. They
force short-term rates up to exorbitant
rates. I wish the committee had adopted
the original Treasury request, but at least
the committee compromise is a step in
the right direction.

In conclusion, Mr. Chairman, I urge
the Committee to vote down the recom-
mended $365 billion ceiling.

A tighter figure will exert more dis-
cipline and, should this discipline fail,
it will result in the administration’s hav-
ing to tell the Congress, and thus having
to tell the people, where this country
stands.

Such a disclosure can only be worth
while.

Mr. MILLS. Mr. Chairman, I yield 15
minutes to my distinguished friend, the
gentleman from Texas [(Mr. PaTMaN].

Mr. PATMAN. Mr. Chairman, any dif-
ference that I have with my friend, the
distinguished gentleman from Arkansas,
the Honorable WiLBur MiLLs, is cer-
tainly not a personal difference. We have
never in our lives—we are neighbors
down in the great Gulf Southwest—had
a personal difference. We do not have
one now and will not have one in the
future. But he has strong feelings about
his convietions and I have strong feelings
about mine. I know that the distin-
guished chairman [Mr. MiLLs] is one of
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the finest and best Members of the U.S.
Congress. If we want to pay a Member of
Congress the greatest compliment that
we can, we say that he has the respect
and admiration of his colleagues. Cer-
tainly we can say that about the gentle-
man from Arkansas [Mr. MiuLs], the
chairman of the Ways and Means Com-
mittee.

In our colloquy a while ago, this after-
noon, Mr. MirLs took the position that
the Federal Reserve notes issued by the
Federal Reserve banks, printed in the
Bureau of Engraving and Printing—a
Government institution here—were sec-
ondary obligations of the U.S. Govern-
ment, contingent liabilities. Of course,
that is the first time that argument has
been brought up in the 30 years that I
have interrogated members of the Fed-
eral Reserve, and the U.S. Secretary of
the Treasury, and others, so I will just
respectfully have to refer to my friend
the fact that certainly that is an “oper-
ation twist.”

It is kind of going around a different
way from what the facts have been dur-
ing the time I have been here, about 39
years. That is a new approach, a new
attack.

I can assure the gentleman that his
statement, although sincerely made, is
not justified, because the law is very
plain and direct. That was one of the
principal discussions in the passage of
the Federal Reserve Act. All the time, in
the Aldrich bill, the Republican bill, they
insisted upon having the money that was
issued obligations of the central bank
which they wanted to create. They did
not get their way. Mr. Carter Glass in-
sisted that they be obligations of the
U.S. Government, that we did not want
any money in circulation that was issued
by banks, that we wanted Government
money. Mr. Glass’' insistence prevailed.

That is very clearly drawn out in the
reports of the various committees han-
dling this legislation and the amend-
ments thereto over a long period of time.

There can be no doubt that these di-
rect obligations of the Government are
handled by our fiscal agents, the Federal
Reserve banks. Our fiscal agents owe an
obligation to the Government and the
people. They are supposed to be our
trustees and looking affer us. If they are,
when they trade those Federal Reserve
notes for U.S. Government obligations
they should either cancel them or issue
instead obligations bearing no interest.
That has been suggested by a lot of econ-
omists. It would save a lot of money, I
will not go into this matter here since I
have discussed it previously.

We have a question here which has
been called to my attention, concerning
language in the Ways and Means Com-
mittee report. I read in the report which
the gentleman from Arkansas [Mr.
MirLs] presented to the House of Repre-
sentatives, on page 11:

The extension of the definition of U.S.
notes to those debt instruments with a ma-
t.urit-y of not over 7 years will not have any
effect on interest rates but will afford the
Secretary of the Treasury ald in preventing
5;111 Jl:,r:her shortening of the maturity of
the debt.

I should like to ask the gentleman
from Arkansas a question. Did the gentle-
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man mean, when he says that, by in-
creasing the length from 5 to 7 years,
interest rates will not be raised above
what they have been on the 5-year notes?

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

Mr. PATMAN. I yield to the gentle-
man from Arkansas.

Mr. MILLS. Yes. The statement in the
report is the statement made to the com-
mittee, in the executive session of the
committee, by the Secretary of the Treas-
ury that this action changing the defini-
tion from 5 to 7 years would not have
any effect on interest rates.

I wish to add that, when people down-
town make statements to me I like them
to stand up. If I should find that this
would have the effect of raising interest
rates generally I would ask the Secretary
of the Treasury not to use this vehicle.
He was positive in his statement to us
that he merely wants to act to lengthen
the average maturity of the securities
issued by the Government and that this
action is not intended to have and will
not have any effect raising interest rates.

Of course, that is his judgment.

Mr. PATMAN. Yes.

Mr. MILLS. But that is the basis on
which we accepted the provision.

Mr. PATMAN. May I ask a specific
question, please? Does the gentleman
believe that they will keep interest rates
down as low as or lower than they were
on the 5-year notes now outstanding—
the coupon rate?

Mr. MILLS. I could not say that. The
point is the Secretary expressed to us his
own judgment, which caused us to take
this action, that the mere extension alone
of the maximum maturity of these notes
from 5 to 7 years would not result in any
increase in interest rates.

Mr. PATMAN. The gentleman is vot-
ing for this believing that is true?

Mr. MILLS. Absolutely. I would ex-
pect it to be borne out by the facts.

Mr. PATMAN. And if there is any at-
tempt to do anything else, you will raise
more sand than an alligator when the
pond went dry or something like that?
You will really get on them?

Mr. MILLS. Well, I will get my friend
to help me do it. I think that would do
some good.

Mr. PATMAN. Fine. Then on the mo-
tion to recommit I do not think my
friends on the Republican side or others
can escape the argument that they are
trifiing with the House or being po-
litical in offering a straight motion to
recommit, because you could have had
the opportunity to vote against the pre-
vious question. Then you would have the
whole bill before the House for amend-
ment, and for any changes or correc-
tions. However, you chose to vote against
that course. Now you will present some-
thing which you cannot expect to win.
Therefore, when it is all over you have
just divided the House in a way where
you could not expect to get any con-
sideration. So I hope that motion does
not prevail, because it would just be
helping our friends on the minority side
te get out of a political hole, and I do
not think we owe that obligation to them
at all. Not at all.

The gentleman from Arkansas made
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a good statement about the fairness of
the committee chairman and the com-
mittee in granting every Member, even
the most junior Member, everyone, an
opportunity to ask any question that he
desired to ask. You know, that is my way
of conducting a committee. That is my
opinion of the proper way to conduct a
committee. In fact, when I became chair-
man, I made sure first that every Mem-
ber had a few minutes in the first go-
around. Then, if they wanted more time,
why, they would get that time. I assume
that that is the way the gentleman from
Arkansas [Mr. Mirrs] is operating his
committee. Since he has given every
member an opportunity to ask any ques-
tion he wants to, I do not see where
we would be doing a thing except spin-
ning our wheels if we were to vote to
send this bill back to the committee,
because they have already had full and
complete hearings on it. It would just be
a question of delay. Why go through the
same thing again?

Mr. BYRNES of Wisconsin. Mr. Chair-
man, will the gentleman yield to me?

Mr. PATMAN. Yes. I yield to the gen-
tleman.

Mr. BYRNES of Wisconsin. I do not
care whether you sent it back to the com-
mittee. I would just as soon you killed
it when it comes up for passage and
vote against passage. I do not know what
the gentleman is talking about.

Mr. PATMAN. I understood your mo-
tion to recommit would be a straight
motion to recommit. Is that right?

Mr. BYRNES of Wisconsin. That is my
intention. Yes. Why? Do you want me
to give it to you so you can use it for
instructions or something?

Mr. PATMAN. No.

Mr. BYRNES of Wisconsin. I am not
quarreling with whether you send it back
to the committee or not. I do not know
whether I will ask for a rollcall vote on
that or not. I will on final passage.

Mr. PATMAN. I would say that the
gentleman in good grace could not expect
it to be adopted, because if he really
wanted this bill up on the floor where it
could be considered, he could have voted
against the previous question, and with
the Republicans sitting here with the
number that we have, we would have
done well enough to defeat the previous
question. But you chose not to do that.

Mr. BYRNES of Wisconsin. It would
not have accomplished anything.

Mr. PATMAN. So you had a chance
and you d’d not use it.

Mr. BYRNES of Wisconsin. You just
would have wasted more time. I do not
want to waste more time than is nec-
essary.

Mr. PATMAN. All right. Then, they
will offer a motion to recommit. So, Mr.
Chairman, I am suggesting that we vote
against the motion to recommit when
it is offered. I have never failed to vote
for an increase in .ne national debt when
it could be justified, although I do not
think it should be passed without deduct-
ing the $45 billion lield by the Federal
Reserve in the Open Market Committee
purtfolio. I have had a chance to present
this matter to the Committee on Ways
and Means. My testimony is in the hear-
ings. I have had a chance to discuss the
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rule and I have had a chance to discuss
the bill here this afternoon. It is essen-
tial that we vote for the debt increase.
Therefore, I hope that the motion to
recommit is voted down.

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

Mr. SKUBITZ. Mr. Chairman, I resent
most strongly the very fact that for the
ninth time since I entered Congress in
1963, the Members of this body are con-
sidering another raise of the public debt
limit. In view of the record which illus-
trates we have voted 14 times to raise
the “temporary” debt ceiling since the
“permanent’ debt ceiling of $285 billion
was set in 1959—how can we expect to
put any real stock in the bill before us
now. Today, every Member of this body
must surely realize how meaningless we
have made the “permanent” debt figure.
I would further question how any of us
can believe that we will today be voting
on any debt dollar limit which will be
realized other than on paper.

I am reminded of a currently popular
“potato chip” commercial which dares
us to eat “just one.” The public debt of
this Government seems to have also be-
come the irresistible “potato chip.”
Every time we have raised the debt ceil-
ing, we have merely served the appetizer
for those who see no limits to government
spending. I can only describe the action
requested of us today to set a ‘‘perma-
nent,” and I put that in quotes, debt ceil-
ing—as a Hasco.

This practice to which we have become
so accustomed makes our budget proce-
dure meaningless, casts great doubt on
our fiscal integrity, a very dark shadow
on our respect for the taxpayers we
represent and most important—it further
adds to the great burden we are packag-
ing for our descendants.

It seems to me we have assumed the
posture of a man who lives in a great
house and gives the impression of great
wealth. All come to him for money, he
works to preserve his wealthy image, and
keeps up a great front while the roof is
collecting weather-worn holes. Ulti-
mately, the roof falls in. Gentlemen, in-
stead of raising our ceiling, we should
concentrate on repairing it. We should
show some intention to lower it back into
reality.

Let us make clear to the taxpayers
that the second largest item of our Fed-
eral expenditures for fiscal 1968 is the
interest on the national debt—the inter-
est alone. May 25, we passed and sent to
the Senate an appropriation bill for the
Departments of Labor, and Health, Ed-
ucation, and Welfare and other related
agencies in fiscal 1968—which totaled
$13 hillion, a whole billion short of our
“dead horse” payment on the national
debt interest. It is time to bring this out-
landish expenditure into perspective, to
emphasize that it constitutes this year
the second largest item on our budget,
and to make clear that this expenditure
constitutes nearly 12 percent of those
eg?mated by this Government for fiscal
1968.

Let me repeat my remarks of February
8 of this year, the day which marks the
most recent raise of our “temporary”
national debt limit. I am fully aware of
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the problems which might result should
the Congress refuse to increase the debt
ceiling. But I know of no other way to
sound the warning, to impress upon the
“spenders” that we go this far and no
further. There is virtue in a balaneed
budget and a limit to what we can afford.
These principles are not so outmoded as
to be ignored in our “Great Society.”
The time has come when those who be-
lieve in a sound fiscal policy must vote
against further proposals to increase our
indebtedness.

Mr. McCLURE. Mr. Chairman, there is
nothing quite so temporary as the ceiling
on the national debt. I can remember
when it was temporary because we ac-
tually thought it would be reduced. Now,
of course, it is temporary only with re-
gard to how long it will be before it must
be increased again.

It is therefore somewhat refreshing to
find that we have dropped the word
“temporary” and admitted that the new
ceiling is permanent. That is about the
only place where the administration has
acted with candor as far as the Federal
debt is concerned.

The Treasury pegs the deficit for fiscal
1968 at $11 billion, and the committee
chairman estimates it will be closer to $29
billion. Since this is a repetition of what
happened last year—when the adminis-
tration deliberately underestimated the
deficit it was running up then—the
chairman’s figures are probably closer
to the truth.

Support of this bill in effect sanctions
approval of the President’s spending pol-
icies, and that I cannot do. I am opposed
to the wild spending which is forcing our
consideration of the increased debt limit.
It is high time we brought a little com-
monsense into this debate over fiscal
policies.

The President has tried to mislead the
American people in another respect. By
increasing his domestic program, he has
given the illusion that we are not really
at war, that we proceed from day to day
on a business-as-usual basis.

However, the people of this country
realize we are in the midst of a war and
that our efforts must be channeled to-
ward victory abroad. Why cannot the
President see this?

Mr. GOODLING. Mr. Chairman, if
this administration has been consistent
in any one thing it is this: passing
legislation that would permit the hiking
of our national debt limit.

The present statutory debt limit is
$285 billion, and I cannot help but re-
member that when I first came to Con-
gress in 1961, the actual debt limit was
somewhere in the area of that figure. In
just a few years—6 years, in fact—the
temporary debt limit has leaped to $336
billion, and now we are being called upon
to establish a new permanent debt limit
of $365 billion.

This means we are being asked to ap-
prove an increase in the debt limit of
$29 billion over the present temporary
debt limit and to heap an $80 billion in-
crease on top of the old statutory debt
limit of $285 billion. This difference be-
tween the old statutory debt limit and
the new debt limit that would be per-
mitted by law represents a debt growth
averaging over $13 billion per year.
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That is a lot of money, Mr. Chairman,
and I gather little consolation from as-
surances given by the administration
that this level of debt is all right because
it can be absorbed by our expanding gross
national product. Nor do I gain much
comfort from the contention by the ad-
ministration that this debt is really of no
consequence since, after all, we only owe
the money to ourselves.

Mr. Chairman, I would like to point
out that we cannot push this matter of
the national debt off to the side with such
general references, because this very
same national debt has a definite effect
on our economy, either on the infla-
tionary or deflationary side.

For instance, if the national debt is
handled through our financial institu-
tions, the effect can be inflationary, with
the prices of things in the store going up
and the contents of the consumer’s pock-
etbook going down.

By the same token, if the national debt
is financed through sales to the general
publie, this would have a deflationary ef-
fect, and this would act to throw a
wrench into the wheel of our economy,
bringing low-scale buying activities and
unemployment.

In short, then, the national debt can
exert a negative influence of one sort or
another on our economy ; hence, it should
be kept to a minimum.

The time has come, then, when we
must abandon this “sky is the limit”
philosophy with respect to the national
debt, and we must exert some effort to
control it.

To do this we are either going to have
to increase taxes or cut Government
spending, and remembering that the
American taxpayer already is overbur-
dened, the answer is not in more taxes.

Mr. Chairman, we must cut back on
Government spending, for we are trying
to do too much. Not only are we trying
to finance a war in Vietnam, but we are
also striving to carry out a lot of domes-
tic programs that are not absolutely es-
sential. In short, not only are we trying
to have guns and butter, but we are also
trying for cake, too.

The result of this is that our deficits
each year are increasing, and deficits
are, of course, the seed of our national
debt.

For instance, early this year President
Johnson talked in terms of deficits r