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what the majority view 1s. Communities
must be mobilized in a drive to counter dem-
onstrations by the radicals. The Flag must
be protected from these purveyors of hate.
Committees must be organized to defend
American principles.

The majority of Americans must know the
truth about our vital interest in Vietnam
and armed with this information, go to tele-
vision stations and demand equal time. Write
letters to newspaper editors, so they will
know what Mr. Majority American is think-
ing.

%on't keep silent while the street mob
takes control. Let us not lose by default. Let
us not stand aside as this country goes the
way of ancient Greece and Rome because its
citizens were too indifferent, too apathetic,
too slovenly to act.

Again, the V.F.W. cannot do the job alone,
but the support of backbone groups and in-
dividuals everywhere must be enlisted to
meet the challenge confronting this nation.

If the United States succumbs, mankind’s
last great hope will go aglimmering,.

THE MIRACLE OF EVANGELINE
HON. JOHN R. RARICK

OF LOUISIANA
IN THE HOUSE OF REFPRESENTATIVES

Thursday, December 4, 1969

Mr. RARICK. Mr. Speaker, great fan-
fare is currently given to culture and
cultural appreciation, but little note is
taken of traditional American values.

From the News and Courier of Char-
leston, S8.C., we have a story of com-
munity action in the traditional Ameri-
can spirit by free men who are dedicated
to perpetuate their American heritage.

The “Miracle of Evangeline” is a short
editorial relating how parents in a small
Louisiana community have struggled to
retain their God-given rights of authority
and decision concerning their children.
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Now that the bureaucrats in government
have federalized the once public schools,
this community has converted a cattle
auction barn into an independent center
of education boasting an enrollment of
some 2,500 ambitious and earnest young
people—the type who seek and will suffer
to attain an education.

Perhaps this story of daring, ingenuity,
and community spirit has not been re-
ported by the biased and prejudiced na-
tional press because they fear the ex-
ample might serve as an inspiration to
others. Citizens banding together to gain
freedom at considerable personal sacri-
fice, should be news—but it is censored.

Every American who appreciates the
struggle of our forefathers against
tyranny will join in complimenting the
Honorable Mayner Fontenot and his fel-
low evangelinians of Ville Platte, La.,
for their display of true American per-
severance and courage. We wish them
well, and commend them for keeping
alive this flame of liberty, no matter
how small, for their posterity knowing
that it will blaze again across our land.

Mr. Speaker, I ask that the editorial
from the News and Courier be made a
part of my remarks so that all our col-
leagues may be reminded that people who
are determined to be free and to plan
their own destiny will do so, not because
of Federal programs, Federal aid or
someone else’s ideas—but in spite of
them:

[From the Charleston (S.C.) News &
Courier, Dec. 2, 1969
MIRACLE OF EVANGELINE

From a roundabout source we have ob-
tained an account of a private school system
established by citizens of Evangeline Parish
in Louisiana. The system, including a high
school housed in an abandoned cattle auc-
tion barn, is serving 2,500 pupils. The ele-
mentary department, housed In various
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buildings throughout the parish, has an en-
rollment of more than 1,800, and more than
600 are in the high school.

Mayner Fontenot of Ville Platte, La., has
sald in a letter, which was passed on to us,
that little publicity has been given to this
effort by citizens of a rural region. In a two-
week period they contributed more than
$300,000 to set up an alternative school sys-
tem to the public schools, which had been
forced by court order to comply with federal
guidelines.

“It is my opinion,” Mr. Fontenot wrote,
“that something has transpired to prevent
the television stations and larger newspapers
from publicizing our efforts to retain our
God-given right of choosing how to educate
our children. Having only a small weekly
newspaper in our area, I am reluctant to
believe that these larger newspapers will be
generous enough to print our efforts . . .
We have set the pace for our state, and for
myself, I wouldn't trade places with any
other citizen of this nation.”

A summary of the campalgn to establish
this “instant” school system—accomplished
in about six weeks—Iis entitled “The Miracle
of Evangeline—Fruit from Our Labor." It
tells about volunteer work by carpenters,
truck drivers, painters, plumbers, laborers,
poor and wealthy, parents and children, who
worked and planned.

“Dedicated teachers who had come forth
to join us worked 13 hours per day,” the
document reports, “put their skills and ex-
perience in high gear to recrult teachers and
to plan a system of education second to none.
Realizing that they would have shortages of
both equipment and facilities, they achieved
magnitude with what they had . . . Our
giant had then fed its appetite for learn-
ing . . . We will have unsurpassed school
spirit in our academy and will be demand-
ing of our teachers. And they will send out
into our society true Americans dedicated
to the survival of their country.”

We pass along this story, which was news
to us, for the information of readers and the
inspiration of the public. Evangeline Parish
is not a rich territory in money. Obviously
it is populated by people who care, a force
greater than money.

SENATE—Monday, December 8, 1969

The Senate met at 9:30 o'clock a.m,
and was called to order by thé Acting
President pro tempore (Mr. METCALF),

The Chaplain, the Reverend Edward
L. R. Elson, D.D., offered the following
prayer:

O Thou to whom we owe the gift of
life and the privilege of work, let Thy
truth inform our minds and Thy pre-
cepts guide our actions this day. Let no
thought command us which might
hinder communion with Thee, nor any
word be uttered that is not meant for
Thine ear. For the welfare of all the peo-
ple, let the service of this place transcend
prejudice and party. In personal life and
corporate action, may we witness to that
righteousness which exalteth a nation.
So may we labor aware of Thy presence
that our hearts may be at peace.

In the name of Him heralded by wise
men and worshipped by kings. Amen.

THE JOURNAL

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the reading of

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,

the Journal of the proceedings of Satur-
day, December 6, 1969, be dispensed with.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

e e———

TRANSACTION OF ROUTINE
MORNING BUSINESS

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that statements be
limited to 3 minutes with relation to the
routine morning business to be trans-
acted at the conclusion of the remarks of
the Senator from Maryland (Mr.
MATHIAS) .

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

WAIVER OF CALL OF CALENDAR
UNDER RULE VIII

Mr. MANSFIELD. Mr. President, I ask
unanimous consent to waive the cal] of
the calendar of unobjected-to bills under
rule VIII.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

COMMITTEE MEETINGS DURING
SENATE SESSION

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that all committees
be authorized to meet during the session
of the Senate today.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

ORDER OF BUSINESS

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the Sen-
ator from Maryland (Mr. MATHIAS) is
recognized for half an hour.

SENATE JOINT RESOLUTION 166—
INTRODUCTION OF A JOINT RES-
OLUTION RELATING TO A FOR-
EIGN POLICY REAPPRAISAL—
VIETNAM AND BEYOND

Mr. MATHIAS. Mr. President, I send
to the desk a joint resolution for appro-

priate reference.
The ACTING PRESIDENT pro tem-
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pore. The joint resolution will be received
and appropriately referred.

The joint resolution (S.J. Res. 166),
to repeal legislation relating to the use
of the Armed Forces of the United States
in certain areas outside the United States
and to express the sense of the Congress
on certain matters relating to the war
in Vietnam, and for other purposes, in-
troduced by Mr. MateHiAs (for himseilf
and Mr. MaNSFIELD), was received, read
twice by its title, and referred to the
Committee ‘'on Foreign Relations.

Mr. MATHIAS. Mr. President, today
we face a new world. We have a new ad-
ministration. Our Republican platform
quotes Lincoln:

The dogmas of the gquiet past are inade~
quate to the stormy present. Let us dis-
enthrall ourselves.

The resolution which I am introducing
would contribute to the disenthrallment
of our foreign policy.

Central to this disenthrallment will be
disengagement from Vietnam. But with-
drawal will be only the beginning. It will
produce a vacuum, not a policy, and our
current foreign policies are in disarray.
At the same time as we prepare to Viet-
namize the war, we discover that in a
very real sense the war has Vietnamized
American diplomacy.

This is no criticism of our present
leaders. They are the inheritors, not cre-
ators, of this Asian thralldom that has
allowed our foreign relations to suffer a
kind of multiple sclerosis. But it is no
partisan service to deny our current
plight. It is virtually undeniable. The de-
gree of enfeeblement is symbolized by the
diminution of our foreign aid to a level
less than one-third the size maintained
during the Eisenhower administration
when the need and absorptive capacity of
the less-developed countries was less
than it is today. It is further symbolized
by a steady and severe decline in our
foreign investment as a proportion of the
gross national product. And it is drama-
tized by the pervasive belief in under-
developed countries—as well as among
many of our young people—that the
g:uted States is fundamentally imperial-

Again, the current administration is
not at fault. In fact, its proposal for tar-
iff preferences for the less developed
countries represents a perception of cur-
rent realities more disenthralled than the
approaches of previous Presidents. None-
theless, our relations with the world need
a complete and thoroughgoing reap-
praisal in view of the convulsive changes
transfiguring the international scene.

Indeed, it is a measure of the change
that it may well not be accurate in a
sense, to speak any longer of the world
arena as chiefly international. It may
well be that the most important move-
ments and institutions today are supra-
national and that to a great extent the
nation-state is obsolescent, despite the
continuing nationalist clamor. In all like-
lihood, for example, the emergence of
the multinational corporation—and the
tenfold increase in trade among the
developed countries—will be seen in his-
tory as developments vastly exceeding
the Vietnam conflict in real significance.

In the necessary reappraisal of policy,
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the U.S. Senate is constitutionally con-
strained to play an important role. It is
with this fact in mind that I present the
resolution I am introducing today.

There are five central points.

The first section of my resolution
would repeal the mortmain of past con-
gressional resolutions that have been
interpreted as relinquishing broad au-
thority to the Executive to intervene
militarily around the world. All these
resolutions, like the state of emergency
proclamation, are based on an essentially
negative view of the American world mis-
sion. In each instance, we imply the
principle that military containment of
international communism is the chief
function of our foreign policy. The reso-
lutions applied this principle in 1955 to
Quemoy, Matsu, and Formosa; in 1957 to
Lebanon and other Middle Eastern coun-
tries; in 1962 to Cuba and Latin America;
and in 1964 to North Vietnam. All these
resolutions were enacted without ter-
mination dates and are based on assump-
tions of dubious validity today.

Let us take the Middle Eastern res-
olution, for one example, It states that
on Presidential determination, and at
the request of the other nation, the
United States is “prepared to use armed
force to assist nations against armed
aggression from any Communist-con-
trolled country.” Let us disenthrall our-
selves. The United States remains willing
to prevent aggression in the Middle East
and to preserve the integrity of nations
there not because potential aggressors in
the region are “Communist controlled”
but because we have solemn ties of treaty
and sentiment in the region. Our com-
mitment to Israel, moreover, does not
derive from the fact that Egypt—a coun-
try that has virtually exterminated its
domestic Communists—receives military
assistance from the Soviet Union. We are
resolved to defend Israel because the
principles on which this country was
founded and for which our sons have
shed so much blood in World War II, and
after, would be traduced by inaction in
the face of a major threat fo that valiant
democratic state. Similarly, our support
for Lebanon is based on positive affini-
ties of ideology rather than on a false
assumption that the other Arab States
are part of an international Communist
movement. Beyond these relationships,
our desire for stability and peace in the
region derives from its importance as a
producer of oil. In this regard the already
significant and now increasing Soviet
petroleum investments and purchases in
the area to some extent give the Soviet
Union a similar interest in maintaining
peace and stability. The joint resolution
of 1957 thus embodies an essentially false
notion of the trends and threats in the
Middle East. It should be repealed; new
policies should be debated; and if nec-
essary a new resolution or other appro-
priate legislation enacted.

Similar points could be made in rela-
tion to the Cuban resolution of 1962. This
enactment is based on an exaggerated
notion of the capacity of Cuba to sub-
vert other Latin American countries and
on a correspondingly exaggerated notion
of the usefulness of direct American in-
tervention to suppress insurgencies in
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the region. Although the Cubans might
wish they were so effective, it is a dire
misconeeption to suppose that the wide-
spread unrest in Latin America is fo-
mented from Cuba and under some ecir-
cumstances might be ended by attacking
that country.

The Formosa resolution, enacted in
1955, is outdated by the remarkable suc-
cess of the Nationalist Chinese in arming
themselves and fortifying their island
redoubts. Unless the Communist Chinese
use nuclear weapons, the Nationalist
army and air force are more than ca-
pable of taking care of themselves. In any
case, Congress should not relinquish its
authority to participate at the time in
any decision by the United States to go to
war with Communist China in defense of
Quemoy and Matsu.

Though it is the most recent, the Ton-
kin Gulf resolution is the most question-
able of all. I will not here reiterate all
the arguments which have surrounded
that precipitate enactment. Suffice it to
say that in response to a confused ex-
change of fire in the Tonkin Gulf, the
resolution apparently authorized an
overwhelming and substantially ineffec-
tual extension of the Vietnam war into
the north through bombing of an inten-
sity exceeding even that undertaken
against Germany during World War II.
As long as the resolution remains on the
books, it may be interpreted as authoriz-
ing further attacks. Yet American public
opinion would not accept such a drastic
step, nor would the Congress acquiesce in
it. I therefore believe we should repeal
the Gulf of Tonkin resolution.

The second section of my proposal re-
lates to perhaps the single most impor-
tant of all the cold war enactments, pro-
mulgated by President Truman on
December 16, 1950, without congressional
endorsement or ratification. This was the
Presidential proclamation declaring a
state of national emergency at the time
of the outbreak of the Korean conflict.
That state of emergency—with its myr-
iad derivative provisions—remains in
effect. My resolution would create a spe-
cial committee comprising six members
of each body of Congress including
three from each Foreign Relations and
Foreign Affairs Committee. It would.
wait on the President to advise him on
the matter of termination of the state-of-
emergency proclamation and report back
to the Congress before the end of the
91st Congress. The Constitution did not
envisage a state of emergency to be the
normal state of affairs. As we enter the
seventies, we should reappraise the do-
mestic requirements of our inevitable
embroilment in world tensions and diffi-
culties.

It should be clearly understood that
by proposing repeal of these resolutions
and termination of the Korean state of
emergency, I do not mean to advocate a
new isolationism for the United States.
On the contrary, I believe that the Viet-
nam war has already given American
policy elsewhere an isolationist cast, And
I think that unrealistic or militaristic
postures of commitment discredit the
kind of deep and responsive world in-
volvement which we will have to main-
tain in the coming decades of change.




December 8, 1969

The world is moving from its present
stage of archaic international conflicts
to new forms of global cooperation and
competition shaped by changing social,
economic, and technological realities.

If we wish to influence these develop-
ments, we must first understand them—
we must not hide behind dogmas pro-
claimed in the 1950’s. War is most often
a product of diplomatic failure. In the
future, resort to arms will be more likely
if we dogmatize rather than disenthrall
our diplomacy. We must develop a mod-
ern diplomacy adaptable to current
realities.

I am fully aware that it may become
necessary in the future for the United
States to employ military force in ful-
filling treaty commitments. If we do,
however, it will be imperative that we
have a clearer understanding of inter-
national politics than was manifested
in Vietnam. The slogans of the fifties,
rigidly applied to an underdeveloped
country, will never again suffice to per-
suade our young people to risk their
lives in war. No event in recent history
has so reduced the flexibility of Ameri-
can power in the international arena—
so discredited the military among our
vouth—as the conflict in Vietnam.

If the United States is to develop for-
eign policies suitable for the seventies,
worthy of the support of those who have
been estranged from our policies in the
sixties, we must begin to develop them
now. I suggest that we start by clearing
away the debris of cold war dogmas—
and resolutions—that encumber and
stultify our policies today. My present
legislation—the resolution introduced
today—would repeal those four resolu-
tions as of the end of the 91st Congress
a year from now.

The last three sections of my resolu-
tion deal specifically with the necessity
of disengagement in Vietnam. They are
designed to give congressional corrobora-
tion and specific substance to the frame-
work of the troop withdrawal plan an-
nounced by the President. The time has
come to formally replace the Johnson
plan with the Nixon plan. Section 3 would
declare support for the President’s efforts
to achieve a political solution and would
endorse his plan for accelerated with-
drawal of all American forces from South
Vietnam. This section also urges the
President to take appropriate action to
seek creation of an international peace-
keeping force under United Nations or
other appropriate international auspices.
I have urged creation of such a force
since 1962. The force is still needed now
to prevent further hostilities in the coun-
try and to prevent reprisals against any
of its people after the U.S. withdraws.

Section 3 is based on the proposition
that no plan for American military with-
drawal will end the war unless the present
South Vietnam Government adopts a
plan for its own political withdrawal.
Central to such a plan is the development
of political processes leading to creation
of a durable political order embracing
all groups in South Vietnam, The Thieu-
Ky regime was chosen by a little over
one third of the vote in elections re-
stricted to areas controlled by the mili-
tary and to candidates accepted by them.
The regime has since narrowed its base
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of support by replacing a civilian Prime
Minister with a military associate. Even
supporters of the Thieu-Ky regime allege
it would be unable to prevent massacres
after we leave.

Under my resolution Congress would
urge leaders from all religious, political,
and ethnic groups in the country to ini-
tiate serious discussions designed even-
tually to produce a new broadly based
government—a government that can sur-
vive our departure and prevent resump-
tion of the conflict. Needless to say, in
order for meaningful political discussions
to occur, the Thieu-Ky regime would
have to release from prison those lead-
ing political figures incarcerated essen-
tially for advocating or attempting such
discussions.

Section 4 is designed in part to provide
additional incentives for the success of
the Paris negotiations, in part to fulfill
the humanitarian mandate of the Ameri-
can world role. This section would urge
the President to invite other nations to
participate with the United States in
the formulation of a multilateral plan for
the reconstruction of war-ravaged areas
in Southeast Asia. It also asks the Presi-
dent to submit to Congress as soon as
possible any legislation needed to carry
out the plan.

Alexis de Tocqueville once said:

The most important time in the life of a
country is the coming out of a war.

The final stages of the Korean war
were marred by bitterness and recrimi-
nations, Let us hope that we can come
out of the Vietnam war and come to-
gether to face with realism and responsi-
bility the new challenges of the 1970’s.

In a sense, today the United States, in
fact, can be considered as emerging from
three wars: From the Vietnam war, from
the cold war, and perhaps to some extent
from the arms race. The transition will
be difficult. In making it, I say again, let
us disenthrall ourselves. I hope this reso-
lution will represent a small step at least
toward a proclamation of peace.

Mr. SCOTT. Mr. President, will the
Senator yield?

Mr. MATHIAS. I yield.

Mr, SCOTT. Mr. President, I congrat-
ulate the distinguished Senator from
Maryland for his excellent, thoughtful,
and concerned presentation, for his
openmindedness, for presenting views
which warrant the most thoughtful con-
sideration, and for expanding the dialog
on the war in a constructive and help-
ful way.

I would not want to be misunderstood.
I have been for broad support of what
the President stands for.

I know that we have only one Com-
mander in Chief, one negotiator. But
the Senator has suggested certain ave-
nues of approach to be followed not
only during the war but also America’s
role in the postwar period. The Senator
was editorially commended for this very
wise approach which he is giving toward
the Vietnam problem.

I hope that the ensuing dialog will be
on the high level which has been postu-
lated here by the Senator from Mary-
land.

It is a good thing that we examine
our posture, that we see if we cannot
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do it better, and that we seek for ways
by which we can improve the prospects
for peace.

The Senator has made a most valuable
and encouraging contribution. I again
express my appreciation for his presen-
tation of these views.

Mr. MATHIAS. Mr. President, I thank
the distinguished Senator from Pennsyl-
vania for his very generous comments, I
point out that I only follow his own ex-
ample in trying to expose ideas for con-
sideration in the hope that out of that
consideration a discussion and debate
on policies worthy of being followed may
be pursued.

Mr. COOPER. Mr, President, will the
Senator yield?

Mr, MATHIAS. I yield.

Mr. COOPER. I join the distinguished
Senator from Pennsylvania and, I am
sure, also the Senator from Montana in
paying tribute to the distinguished Sen-
ator from Maryland, upon his excellent
recommendation.

The direct and forthright approach
of the Senator’s remarks go to the core
of the problem and the danger we face in
becoming involved in a war when our
chief, deep interest is not at stake.

The agreements were entered into
yvears ago. We are in a different situation
in view of the circumstances that exist
today.

At the time these agreements were en-
tered into, there was great fear of a Com-
munist surge in both Asia and Europe.
It was necessary to enter into treaties
to assure the other countries that they
would have our support, in the belief that
our security was involved.

I do not think that situation exists
today.

Like the Senator from Pennsylvania,
I support the President in his program
in Vietnam. However, I think it is nec-
essary, as the Senator says, that we dis-
enthrall ourselves from the treaties that
we entered into years ago.

They are uncertain in stating the type
of aid we will provide. Each one calls for
aid in accord with the constitutional
process. But they do not define the con-
stitutional process. And “constitutional
process” has been faken in the past, as
in Southeast Asia, particularly, to be a
decision by the Executive.

The Senator’s proposal has great merit.
As the Senator knows, the subcommittee
of the Senator from Missouri (Mr.
SYMINGTON) is now examining our com-
mitments around the world. We have
heard a great deal of testimony on com-
mitments in various countries, which
were unknown by the Congress or the
people.

The Senator has gone to the heart of
the problem. I am sure that his proposal
will receive great support. And I congrat-
ulate him for what he has done today.

Mr, MATHIAS. Mr, President, I am
very grateful to the Senator from Ken-
tucky for his remarks. I am very much
encouraged by his comments.

His own sensible and thoughtful lead-
ership in this area over the years has
been a bulwark for the case to be made.
I hope the Senator will continue to make
his contributions.

Mr. MANSFIELD. Mr. President, I ask
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unanimous consent that the Senator may
be permitted to continue for an addi-
tional 10 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, MANSFIELD, Mr. President, will
the Senator yield?

Mr. MATHIAS. I yield.

Mr. MANSFIELD. Mr. President, I join
the distinguished Republican leader of
the Senate and the distinguished sen-
ior Senator from Kentucky in what they
have just had to say about the remark-
ably well thought out, temperate, and
sound speech which the distinguished
Senator has just made.

I am very much interested, very much
intrigued and very much impressed with
the proposal suggested by the distin-
guished Senator from Maryland (Mr.
MaTHIAS) . As I understand his resolu-
tion, what he is doing is, in effect, stat-
ing that the Congress should have a
hand in bringing about the ending of
the war in Vietnam and that the respon-
sibility should not be continued to be
placed in the hands of the President
alone. That was the interpretative effect
of the administration at the time of the
Tonkin resolution, an interpretation
with which I thoroughly disagreed at its
inception and disagree with just as much
today.

The distinguished Senator from Mary-
land is not seeking to repeal the Tonkin
Gulf resolution alone but all the other
resolutions which have been passed by
the Congress in haste with little discus-
sion and practically no study and, cer-
tainly, very little sound interpretation
over the years since the Second World
War. I refer, for example, to the For-
mosan resolution, the Mid-East resolu-
tion among the better known as ex-
amples of what should perhaps not be
in existence now and, therefore, should
be looked into to see if any validity re-
mains for their retention.

The restudy of all these resolutions
would be a most worthy endeavor for the
Congress to undertake because, unless
the Congress does so, they remain on the
books and as long as they remain on the
books, they give any President unprece-
dented power.

In addition, Senator MaTHIAS supports
President Nixon's efforts “to achieve a
political solution in Vietnam” and he
also asks that the Congress declare itself
in favor of “accelerated withdrawal of
all U.S. forces in South Vietnam” and I
agree.

These are worthy objectives and they
call for a stepup in US. troop with-
drawal. May I say, incidentally, that the
President is exceeding his 60,000 with-
drawal rate set for no later than Decem-
ber 15 by continued withdrawal above
and beyond that figure. I commend him
for this unpublicized action. It would be
my hope, Mr. President, that the Con-
gress would be able to work with the
President to bring about a speedy end
to the tragic war in Vietnam, a with-
drawal of all troops as soon as possible
and a settlement on the basis of which
we would be able to get out of Southeast
Asia on a lock, stock, and barrel basis.

Mr. President, it is my practice to give
as much support as I can on matters of
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foreign policy to an incumbent President.
Whether Democrat or Republican, a
President’s responsibilities are very heavy
in these matters and he carries them on
behalf of the entire Nation. I have tried,
therefore, to present my personal views
to the President in private and in publie,
to give him the benefit of any doubts
which I may have on a particular course
of policy.

That has been my practice ever since
I became majority leader of the Senate.
It was followed with President Kennedy
and President Johnson. It is being fol-
lowed with President Nixon. However,
even as the President has his responsi-
bilities, I have mine as a Senator of Mon-
tana and of the United States. When it
is incumbent on me, in my judgment, to
express my views on an issue, in public,
I must do so in the discharge of the
duties which are vested in my by the
Constitution.

With respect to the Tonkin Gulf res-
olution, I joined with all Members of the
Senate present, except two, in voting for
the measure. I did so because President
Johnson asked for the resolution to pro-
vide a display of Government unity in an
effort to prevent the initial U.S. military
involvement from widening. Other Mem-
bers were similarly persuaded despite
personal and long-standing doubts as
to any U.S. military involvement on the
Southeast Asian mainland. It was not
my understanding, then, nor of any
Member of the Senate so far as I am
aware that a blank check was being writ-
ten for an involvement of whatever depth
or extent the State and Defense Depart-
ments decreed. When it appeared that
the resolution was being interpreted as a
blank check, Members of the Senate be-
gan increasingly to express their cpposi-
tion to that interpretation and to the
tragic U.S. involvement in the war which
stemmed from it.

That there are now grave reservations
about the resolution has nothing to do
with partisan politics. The reserva-
tions are expressed by Members of both
parties. On my part and on the part of
other Democratic Members of the Sen-
ate, these reservations began to be ex-
pressed during a Democratic adminis-
tration.

One can never reconstruct a situation
precisely as it was several years ago, and
what has been done cannot be undone.
However, I do know that I supported the
Tonkin Gulf resolution in 1965 because it
was what President Johnson had sought
as a way of preventing our deep military
involvement, and it obviously failed in its
purpose. I would be happy, indeed, to
consider repeal of this resolution if Pres-
ident Nixon or Congress, or both to-
gether, were to request it as a step toward
shortening the path to peace—in the
words of the distinguished Senator from
Maryland, making a small step in that
long-sought direction.

Mr, President, it is time to break with
the past, to face up to the present, and
to prepare for the future. This, the Sena-
tor from Maryland seeks to do, and I
commend him for his initiative and ask
that I be allowed to join him as a cospon-
sor. The Senator has come up with what
could be the ideal resolution and has
pointed the way to peace for all of us. I
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congratulate him for the statement he
has made this morning. He has earned
the thanks of the Senate, the people of
this country, and the administration.

Mr. MATHIAS. Mr. President, I am
more than grateful—I am very humble—
in the light of the generous remarks of
the distinguished majority leader.

I think that both he and I in this mat-
ter want to look forward to better days.
In this resolution we are not trying in
any sense to conduct a witch hunt on the
mistakes of the past, but we are trying
to look forward to a better conduct of
foreign poliey in the future.

As the distinguished Senator from
Kentucky has said, these various res-
olutions were the accumulation of years.
They are like barnacles on a ship's bot-
tom which are impeding our progress
into the future, and we want to clean
the hull and move forward.

I am very grateful to the distinguished
majority leader for offering to become a
cosponsor, and I appreciate his sup-
port and encouragement in this matter.

Mr. MANSFIELD, Mr. President, the
gratitude and thanks of the Senator from
Montana go out to the distinguished
Senator from Maryland for the initiative
he has just shown.

I ask unanimous consent to have my
name added as a cosponsor of the
Mathias resolution.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

ORDER OF BUSINESS

Mr, MANSFIELD. Mr, President, I sug-
gest the absence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roil.

The bill clerk proceeded to call the roll.

Mr. MANSFIELD, Mr. President, I ask
unanimous consent that the order for the
quorum call be rescinded.

The ACTING PRESIDENT pro fem-
pore. Without objection, it is so ordered.

SERVICE OF BUREAU OF INDIAN

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Senate pro-
ceed to the consideration of Calendar No.
562, S. 2619.

The ACTING PRESIDENT pro tem-
pore. The bill will be stated by title.

The LecistaTive CLERK. A bill (S, 2619)
to amend section 5723(b) of title 5,
United States Code, relating to length of
service required by teachers in Bureau
of Indian Affairs schools when travel
and transportation expenses are paid to
first post of duty.

The ACTING PRESIDENT pro tem-
pore. Is there objection to the present
consideration of the bill?

There being no objection, the bill was
considered, ordered to be engrossed for a
third reading, read the third time, and
passed, as follows:

S. 2619

Be it enacted by the Senate and House of
Representatives of the United States of
America in C‘oragress assembled, That section
5723(b) of title 5, United States Code, is
amended by inserting after the word
“months” the words “, or for one school year
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if selected for a teaching position in the
schools operated by the Bureau of Indian

Affairs,".

Mr. MANSFIELD. Mr. President, I ask
unanimous consent to have printed in the
REecorp an excerpt from the report (No.
91-567), explaining the purposes of the
measure.

There being no objection, the excerpt
was ordered to be printed in the REcorD,
as follows:

PURPOSE OF MEASURE

The purpose of S. 2619, which was drafted
and submitted by the Department of the In-
terior, is to reduce to a school year the time
teachers appointed to positions in schools
operated by the Bureau of Indian Affairs
must agree to serve without loss of travel and
transportation expenses. Present law, set
forth in title 5 United States Code 5723(b),
requires that Federal agencies may pay travel
and transportation expenses of new appoint-
ees only if the appointee agrees to serve and
serves a full 12-month year, unless sep-
arated by reasons beyond his control for rea-
sons acceptable to the hiring agency.

In the case of the Bureau of Indian Affairs
teachers, as with teachers generally, the
school year is usually of approximately 9
months duration—from late August or early
September through May or the first part
of June. Most teachers have no immediate
teaching functions in the interval between
the close of one school year and the begin-
ning of another. Yet under present law,
teachers who may wish to resign after 1 year
nevertheless must remain at thelr posts until
the beginning of the following school year in
order not to have to repay their travel and
transportation expenses.

Many Bureau of Indian Affairs schools are
in relatively remote areas that are difficult of
access.

The present situation creates many prob-
lems for the Bureau as well as for the teach-
er. If a teacher is not going to continue his
employment for another school year, it is to
the Government’s interest and advantage to
know this by the end of the school year in
order to assure that a replacement is re-
cruited and on duty by the start of the next
school year. Severe administrative problems
occur when an employee resigns after the
beginning of the school year, the severity be-
ing further compounded when an employee
walits until the completion of his 12 months
of service to submit his resignation.

Enactment of the proposed bill would al-
leviate this situation by relieving teachers
who complete a school year of service of any
obligation to repay travel expenses to the
Government, regardless of the reason for
their resignation. The Bureau schools would
benefit through some savings In salarles and
would better fulfill its responsibilities to In-
dian children as a result of knowing suffi-
clently early in the year the vacancies that it
will have to fill and thus be able to recruit
quality teachers.

The measure involves no expenditure of
Pederal funds; rather, as stated, some sav-
ings would be realized.

THE CALENDAR

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Senate pro-
ceed to the consideration of Calendar
Nos. 565, 566, 567, and 568.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

FORT DONELSON NATIONAL
BATTLEFIELD

The bill (H.R. 13767) to authorize the
appropriation of funds for Fort Donelson
CXV——2366—Part 28
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National Battlefield in the State of Ten-
nessee, and for other purposes, was con-
sidered, ordered to a third reading, read
the third time, and passed.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent to have printed in
the Recorp an excerpt from the report
(No. 91-570), explaining the purposes of
the measure.

There being no objection, the excerpt
was ordered to be printed in the Recorbp,
as follows:

BACKGROUND

Fort Donelson was originally authorized by
the Congress as a natlonal military park In
1928 (45 Stat. 367; 16 U.S.C. 428 et seq.), In
1860 (Public Law 86-738; 74 Stat. 875) it was
redesignated as a national battlefield and
enlarged to include not more than 600 acres.

An appropriation of $226,000 was author-
ized for the acguisition of the additional
lands and interests in land.

Pursuant to this sauthority the entire
amount authorized has been appropriated
and expended. Not unlike other situations,
the original land acquisitlon cost estimates
were too low; consequently, approximately
87 acres within the park boundarles remain
unacquired at this time, but this legislation
does not attempt to deal with the unacquired
lands.

NEED AND COST

H.R. 13767 authorizes the appropriation of
$12,721.256 plus interest, as provided by law,
to provide for the payment for deficlency
judgments rendered against the United States
by the U.S. District Court for the Middle
District of Tennessee, Nashville Division.
When the declarations of taking were filed
with respect to the 72.3 acres involved, $10,~
660 was deposited in court as the estimated
fair market value of the properties. At that
time, title vested in the United States and it
became liable for their fair market value
as determined by the court. Inasmuch as the
United States is now obligated to satisfy the
judgments incurred in these actions, the en-
actment of HR. 13767, as amended, is essen~
tial. Until satisfied, interest on the judgments
will continue to run.

COMMITTEE RECOMMENDATION

The Committee on Interior and Insular Af-
fairs recommends the enactment of H.R.
13767.

INDEPENDENCE NATIONAL
HISTORICAL PARK

The bill (S. 2940) to amend the act of
June 28, 1948, as amended, relating to
the acquisition of property for the In-
dependence National Historical Park
was considered, ordered to be engrossed
for a third reading, read the third time,
and passed, as follows:

8. 2040

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That the first
sentence of section 6 of the Act entitled “An
Act to provide for the establishment of the
Independence National Historical Park, and
for other purposes”, approved June 28, 1948
(62 Stat. 1061, as amended; 16 U.S.C. 407Tr),
is further amended by striking ocut “87.-
950,000 and inserting In lleu thereof
“$11,200,000™.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent to have printed in
the REcorp an excerpt from the report
(No. 91-571), explaining the purposes of
the measure.

There being no objection, the excerpt
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was ordered to be printed in the Recorp,
as follows:
PURPOSE

The purpose of 5. 2940 is to provide an
increase in the funds authorized to be ap-
propriated for Independence National His-
torical Park in Philadelphia, Pa. The new
funds, If appropriated, will be used to ac-
quire the last remaining tract of commercial
land within the boundaries of the park.

NEED

Creation of Independence National Histor-
ical Park was provided for by an act of
Congress passed in 1948. Since that time all
the property authorized to be acquired with-
in the three city blocks that make up what
is known as project A, as well as the property
within other units of the park, has been ac-
quired either by the United States or by the
State of Pennsylvania, the city of Philadel-
phia, or private nonprofit organizations, with
one exception. The exception is the parcel
with which S, 2040 is concerned. This parcel
is occupied by three buildings—one of them
a 16-story office building, the two others
small structures—which, the committee was
advised, are completely out of kKeeping with
the historlc structures in the remainder of
Independence National Historic Park—Inde-
pendence Hall, Carpenters Hall, Philosophical
Hall, Library Hall, the First and Second
Banks of the United States, and others.

In April 1967, the Reliance Insurance Co.,
the owner of the three buildings on the
parcel to be acquired under S. 2940 gave the
National Park Service an 18-month option
to purchase its holdings for $3,250,000. The
Park Service testified that it was a figure
satisfactory to the Service based on its own
appralsal.

Independence National Park attracted 2,-
750,000 visitors in 1966. About 7 years from
now the bicentennial of the Declaration of
Independence will be celebrated and it will
center on this park., Estimates are that as
many as 6 milllon visitors will attend the
various events that will be held. It is the
hope of the Park Service that the modern
buildings which Intrude on the historical
scene can be acquired and demolished and
that the area can be landscaped before that
time in order that as authentic a picture as
possible of the scene as it was at the time
this country declared its independence will
be available.

The Reliance Insurance Co.'s option will
expire In January of 1870. The committee
was assured, however, by an officer of the
company—Its vice president and general
counsel—that he will recommend to the
board of directors that it be extended a rea-
sonable time if this is necessary to enable S.
2940 to be enacted and appropriations to
be obtained which will allow the purchase to
be consummated. He stressed, however, that
the company has been kept waliting for some
time now, that it has moved its own offices
to a different location, that it has felt un-
warranted in making improvements in the
structures that ought to be made if it Is to
be leased out on a long-term basls, and that
it has, accordingly, been granting only short-
term leases, The commlttee sympathizes with
the position in which the company finds it-
self, It also appreciates the difficulties that
would ensue if the option were allowed to
expire without being exercised, particularly
those which would stem from the loss of an
opportunity to acquire at what appears to
be a very reasonable price.

CcOST

The cost of acquiring the land and build-
ings with which S. 2940 is concerned 1s $3,-
250,000. The cost of demolishing the bulld-
ings and landscaping the property is esti-
mated at $580,000. This cost will be partially
offset by revenues derived from presently
outstanding leases.
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CHICEKAMAUGA AND CHATTANOOGA
NATIONAL MILITARY PARK

The Senate proceeded to consider the
bill (H.R. 9163) to authorize the disposal
of certain real property in the Chicka-
mauga and Chattanooga National Mili-
tary Park, Ga., under the Federal Prop-
erty and Administrative Service Act of
1949, which had been reported from the
Committee on Interior and Insular Af-
fairs, with an amendment on page 1,
line 6, after the word “property”, strike
out “under that Act” and insert “sub-
ject to the retention by the Department
of the Interior of a reversionary interest
in perpetuity with respect to any por-
tion of such property not utilized for
educational purposes under that Act,”.

The amendment was agreed to.

The amendment was ordered to be en-
grossed and the bill to be read a third
time.

The bill was read the third time, and
passed.

Mr. MANSFIELD. Mr, President, I ask
unanimous consent to have printed in
the REcorp an excerpt from the report
(No. 91-572), explaining the purposes
of the measure,

There being no objection, the excerpt
was ordered to be printed in the Recorbp,
as follows:

BACKGROUND AND NEED

The Chickamauga and Chattancoga Na-
tional Military Park is located in the States
of Georgla and Tennessee. It was originally
established in 1890; however, it was not ad-
ministered as a part of the National Park
System until 1933, The tract of land (con-
sisting of approximately 15546 acres) in-
volved in H.R. 9163 was acquired by the War
Department In 1898, but its historic asso-
ciation with the Civil War battle which took
place in the area is remote and its physical
location in relation to the main portion
of the park is tenuous—it is merely an ap-
pendage connected with the park at a com-
mon corner.

Under existing law, lands reserved for, or
dedicated to, national park purposes are not
subject to the usual disposal procedures for
surplus Federal properties, For this reason,
H.R. 9163 authorizes the Secretary of the In-
terior to designate the lot (specified in the
bill) as excess property so that it may be
utilized or disposed of by the Administrator
of General Services in accordance with the
provisions of the Federal Property and Ad-
ministrative Services Act of 1949. The com-
mittee was advised that Catoosa County, Ga.,
is most interested in acquiring the property
for the development of an educational com-
plex.

AMENDMENT

On page 1, line 6, strike out “under that
Act” and insert "subject to the retention by
the Department of the Interior of a rever-
sionary interest in perpetulty with respect to
any portion of such property not utilized for
educational purposes under that Act,”.

PURPOSE OF AMENDMENT

Testimony before the committee indicated
that the lands involved were not needed for
park purposes or by any other Federal agency,
and that the State and local governments
wanted it for the purpose of developing an
educational complex. The amendment would
assure the use of these lands for educational
purposes and would protect against any fu-
ture proposals that would permit them to fall
into private ownership. The adoption of the
reversionary amendment would protect the
government against such a possibility.

COST

No Federal expenditures are contemplated
under the terms of H.R. 8163 other than the
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usual administrative costs associated with
the disposal of excess Federal properties.

ELIMINATION OF CONSTRUCTION
DETAILS ON PASSENGER VESSELS

The Senate proceeded to consider the
bill (H.R. 210) to eliminate requirements
for disclosure of construction details on
passenger vessels meeting presecribed
safety standards, and for other purposes,
which had been reported from the Com-
mittee on Commerce with an amendment
strike out all after the enacting clause
and insert:

That section 4400 of the Revised Statutes,
as amended (46 U.S.C. 362) , is amended—

(1) by inserting in the second sentence of
subsection (b) between the words “informa-
tion" and “as" the following: “, and shall
specify the registry of any vessel named,”,
and

(2) by inserting between the second and
third sentences of subsection (b) thereof the
following new sentence: “The passenger no-
tification and promotional or advertising lit-
erature inclusions required by this subsec-
tion, except the inclusion of the country of
registry of the vessel, do not apply to voy-
ages by vessels meeting the safety standards
prescribed in subsection (c) of this section.”.

The amendment was agreed to.

The amendment was ordered to be en-
grossed and the bill to be read a third
time.

The bill was read the third time, and
passed.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent to have printed in the
REecorp an excerpt from the report (No.
91-573), explaining the purposes of the
measure.

There being no objection, the excerpt
was ordered to be printed in the REcorb,
as follows:

PURPOSE OF THE BILL

The purpose of the bill is to amend section
4400 of the Revised Statutes, as amended (46
US.C. 362), to eliminate the requirement
to publicly disclose compliance with safety
standards where such vessels meet prescribed
safety standards and to require that the reg-
istry of any vessel named in promotional 1lit-
erature or advertising be specified therein.

BACEKGROUND OF THE LEGISLATION

In 1966, the Congress enacted Public Law
89-T77, which required all ships to meet
certain minimum fire, safety, and financial
standards, and to include a statement in all
advertising of ships sailings as to the safety
standards with which the vessel complied or
did not comply. This requirement for notice
of compliance with safety standards was rea~
sonable and desirable at the time the law
was passed because safety standards did not
apply uniformly to all cruise ships, foreign
and domestic. Vessel owners, however, were
required to alter their vessels to meet the
prescribed requirements by November 2, 1968.
Since that date all passenger vessels, both
U.S. and foreign flag, sailing from U.S. ports,
with U.S. nationals, must meet the stand-
ards set forth in the International Conven-
tion for Safety of Life at Sea of 1960, as
modified by the amendments proposed by
the 13th session of the Maritime Safety Com-
mittee of the Intergovernmental Maritime
Consultative Organization (IMCO), con-
tained in annexes I-IV of the note verbale
of the Secretary General of that organiza-
tion, dated May 17, 19668. The net result at
this time is that passenger vessels using U.S.
ports must conform to these fire and safety
standards. The Coast Guard enforces these
requirements.

December 8, 1969

NEED OF THE LEGISLATION

Thus, since November 2, 1969, no vessel,
American or foreign flag, can sail from an
American port without complying with the
convention safety standards and, because of
present uniform safety standards, the re-
quirement to disclose compliance with par-
ticular safety requirements can be elimi-
nated. There is, therefore, no longer any rea-
son for disclosure of such compliance at the
time of booking, nor for the advertising re-
quirements.

Testimony during the hearing on this bill
indicated that during the period these dis-
closure requirements have been in effect,
there has been a pronounced change in the
pattern of promotion for steamship passenger
transportation and cruises. Travel agents,
who have been counted on to produce a
majority of the travel business, either can-
not afford or will not incur the additional
cost of purchasing more advertising space
to include the required safety text, nor will
they sacrifice promotional text for a deserip-
tion of safety standards. Advertising by these
agents consequently has dropped appreciably.
The disclosure requirements have also prov-
en unduly expensive and burdensome where
the use of radio and television is involved
and the result has been that passenger ves-
sels have been virtually precluded from ef-
fectively using those media. Since the safe-
ty notice requirements have proven burden-
some and since the interest of safety is little
served by the compulsory recitation that
mandatory standards have in fact been met,
H.R. 210 would simply eliminate the need for
the safety notice in advertising of ships
which meet the required standards. A wit-
ness from the Coast Guard assured the com-
mittee that passage of the bill would in no
way adversely affect passenger safety.

THE AMENDMENT

The House of Representatives amended
HR. 210 as it was originally introduced in
that body in order to require that advertis-
ing of passenger ships include notice of the
registry of the ship. However, the technical
form of that amendment created a possible
ambiguity as to what agency should admin-
ister the requirement of disclosure of regis-
try and as to what penalties would attach to
failure to comply. The amendment adopted
by the Committee clarifies those ambiguities
and authorizes the Secretary of the Depart-
ment in which the Coast Guard is operating
to promulgate regulations with respect to
disclosure of registry. However, since the
principal purpose of HR. 210 is to remove
costly and burdensome restrictions on promo-
tion of travel by passenger ship, it is not in-
tended that the statement as to the vessel's
registry be accomplished in any particular
manner, 5o long as the promotional literature
or advertising includes the required speci-
fication as to the country of the vessel's reg-
istry in a manner which reasonably discloses
the information.

COST OF THE LEGISLATION

The bill will not result in any increased

cost to the Government.
CONCLUSION

This bill should be of some assistance to
our ailing U.S.-flag passenger fleet and will
eliminate an unnecessary burden on pas-
senger vessel operations.

ORDER OF BUSINESS

Mr. MANSFIELD. Mr. President, I
suggest the absence of a gquorum.

The clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr, MANSFIELD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.
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COMMUNICATIONS FROM EXECU-
TIVE DEPARTMENTS, ETC.

The ACTING PRESIDENT pro tem-
pore laid before the Senate the following
letters, which were referred as indicated:

REPORTS OF COMPTROLLER GENERAL

A letter from the Comptroller General of
the United States, transmitting, pursuant to
law, a report on management of the Project
One Hundred Thousand Program, Depart-
ment of the Army, dated December 8, 1969
{(with an accompanying report); to the Com-
mittee on Government Operations.

A letter from the Comptroller General of
the United States, transmitting, pursuant to
law, a report on need to improve project
transition management by the Department
of Defense, dated December 8, 1969 (with an
accompanying report); to the Committee
on Government Operations.

FaMILY PLANNING SERVICES AMENDMENTS

oF 1969

A letter from the Secretary of Health, Edu-
cation, and Welfare, transmitting a draft of
proposed legislation to amend the Public
Health Service Act to provide for special proj-
ect grants for the provision of family plan-
ning services and related research, training,
and technical assistance (with an accom-
panying paper); to the Committee on Labor
and Public Welfare.

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. HRUSKA, from the Committee on
the Judielary, without amendment:

8.J. Res. 154. Joint resolution to authorize
and request the President to proclaim the
month of January of each year as “National
Blood Donor Month” (Rept. No. 91-578).

By Mr. HRUSKA, from the Committee on
the Judiclary, with an amendment:

H.J. Res. 10. Joint resolution authorizing
the President to proclaim the second week
of March, 1970, as Volunteers of America
Week (Rept. No. 81-579).

By Mr. MOSS, from the Committee on
Interior and Insular Affairs, with amend-
ments:

S. 1148. A bill to amend the Revised Or-
ganic Act of the Virgin Islands (Rept. No.
91-580).

By Mr. McGEE, from the Committee on
Post Office and Civil Service, with an amend-
ment:

H.R. 9233, An act to amend title 5, United
States Code, to promote the efficlent and
effective use of the revolving fund of the
certain functions of the Commission, and for
Civil SBervice Commission in connection with
other purposes (Rept. No. 91-581).

By Mr. McGEE, from the Committee on
Post Office and Civil Service, with amend-
ments:

H.R. 13000. An act to implement the Fed-
eral employee pay comparability system, to
establish a Federal Employee Salary Com-
mission and a Board of Arbitration, and for
other purposes (Rept. No. 901-582).

By Mr. YARBOROUGH, from the Commit-
tee on Labor and Public Welfare, with amend-
ments:

S. 2523. A bill to amend, extend, and Im-
prove certain public health laws relating to
mental health, and for other purposes (Rept.
No. 91-583).

By Mr. EASTLAND, from the Committee
on the Judiciary, without amendment:

H.R. 11503. An act for the relief of Wylo
Pleasant, doing business as Pleasant Western
Lumber (now known as Pleasant’s Logging
and Milling, Inc.) (Rept. No. 81-585); and

S. Res. 239. Resolution to refer S. 2807, to-
gether with all accompanying papers, to the
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Chief Commissioner of the United States
Court of Claims (Rept. No. 91-5684),

EXECUTIVE REPORT OF A
COMMITTEE

As in executive session, the following
favorable report of a nomination was
submitted:

By Mr. FULBRIGHT, from the Committee
on Foreign Relations:

Henry J. Tasca, of Pennsylvania, a Foreign
Service officer of the class of career minister,
to be Ambassador Extraordinary and Pleni-
potentiary to Greece.

BILLS AND A JOINT RESOLUTION
INTRODUCED

Bills and a joint resolution were intro-
duced, read the first time and, by unani-
mous consent, the second time, and re-
ferred as follows:

By Mr. PACKEWOOD (for himself, Mr.
MvurrPHY and Mr. HATFIELD) :

S. 3218. A bill to provide a method for pay-
ing costs of fires caused without negligence
in connection with national forest timber
sales operations; to the Committee on Agri-
culture and Forestry.

(The remarks of Mr. Packwoop when he
introduced the bill appear later in the Rec-
orp under the appropriate heading.)

By Mr. JAVITS (for himself, Mr. DomM-
mick, and Mr. ProUTY):

S. 3219. A bill to amend the Public Health
Service Act to provide for special project
grants for the provision of family planning
services and related research, training, and
technical assistance; to the Committee on
Labor and Public Welfare.

(The remarks of Mr. Javrrs when he in-
troduced the bill appear later in the REc-
oRD under the appropriate heading.)

By Mr. MATHIAS (for himself and
Mr. MANSFIELD) :

5.J. Res. 166. Joint resclution to repeal
legislation relating to the use of the Armed
Forces of the United States In certain areas
outside the United States and to express the
sense of the Congress on certaln matters re-
lating to the war in Vietnam, and for other
purposes; to the Committee on Foreign Re-
lations,

(The remarks of Mr. MarHIAS when he in-
troduced the joint resolution appear earlier
in the Recorp under the appropriate head-
ing.)

8. 3218—INTRODUCTION OF THE OP-
ERATIONS FIRE FUND ACT—
METHOD OF COMPENSATING FOR
COSTS OF FOREST FIRES CAUSED
WITHOUT NEGLIGENCE

Mr. PACKWOOD. Mr. President, today
I introduce on behalf of myself and the
Senator from Oregon (Mr. HATFIELD)
and the Senator from California (Mr.
MuURPEY), & bill to provide a method for
paying costs of fires caused without neg-
ligence in connection with national forest
timber sales operations. So-called “op-
erations fires” are fires which occur with-
out negligence in the harvest of timber
on national forest lands.

One of the many problems faced by the
timber industry is involved here. Fires
totally without negligence on the part of
the operator are occasionally started by
friction of logs rubbing on the forest
floor, or when metal strikes metal or rock.
These fires usually occur where generally
great care is exercised by the operator,
but the control and cost of the fire can
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be an overwhelming burden for one op-
erator.

Of course, where fires are caused with
neglizence, then the responsibility lies
with the operator, but I am speaking spe-
cifically about fires caused without negli-
gence by the operator.

The Operations Fire Fund Act which I
propose, and which has been introduced
also on the House side, is designed to
meet this problem by spreading the risk
of these nonnegligent fires to the entire
industry, providing an incentive for care
and meeting the entire cost of suppress-
ing such fires from deposits by operators.

In section 2 of this proposed act a fund
would be created from deposits by timber
purchasers, based on cut of national
forest timber. A limit placed on the
amount of the fund to meet the total cost
of suppressing operations fires over the
past 3 years, with excess funds trans-
ferred to miscellaneous receipts of the
Treasury.

Section 4 should establish a board to
fix the rates of deposits into the fund
by regions, review expenditures from the
fund, and establish additional amounts
timber purchasers must pay toward the
initial cost of suppression. It is antici-
pated that in the western regions the
purchased would assume the obligations
for the first $2,500 in suppression cost
for each operations fire. The remaining
cost of suppression would be met fully
through the operations fire fund.

I believe this bill will provide a falr
and inexpensive method to meet the
problems of suppressing the monneg-
ligent fires occurring from time to time
in the harvest of timber from national
forests.

The ACTING PRESIDENT pro tem-
pore. The bill will be received and ap-
propriately referred.

The bill (S. 3218) to provide a method
for paying costs of fires caused without
negligence in connection with national
forest timber sales operations, introduced
by Mr. Packwoob, for himself and other
Senators, was received, read twice by its
title, and referred to the Committee on
Agriculture and Foresiry.

ADDITIONAL COSPONSORS OF
BILLS

5. 2674

Mr. COOK. Mr. President, I ask unan-
imous consent that, at the next printing,
my name be added as a cosponsor of
S. 2674, to amend title 37, United States
Code, to provide for the procurement and
retention of judge advocates and law
specialist officers for the Armed Forces.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

8. 2852

Mr. INOUYE., Mr, President, I ask
unanimous consent that, at the next
printing, the name of my colleague, the
gentleman from Hawaii (Mr. Fonag), be
added as a cosponsor of S. 2852, to amend
the Shipping Act of 1916, as amended, to
require commeon carriers by water in the
domestic offshore trade to obtain a cer-
tificate of convenience and necessity, and
to require contract carriers by water in
such trade to obtain a permit.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.
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TAX REFORM ACT OF 1969—
AMENDMENTS
AMENDMENT NO. 401
Mr, ERVIN submitted an amendment,
intended to be proposed by him, to the
bill (H.R. 13270) to reform the income
tax laws, which was ordered to lie on the
table and to be printed.

AMENDMENT NO. 403

Mr. BELLMON submitted an amend-
ment, intended to be proposed by him, to
House bill 13270, supra, which was or-
dered to lie on the table and to be
printed.

AMENDMENT NO. 407

Mr. TOWER. Mr. President, I send
to the desk an amendment to be printed,
along with an explanation of the amend-
ment and a letter from the Department
of the Treasury supporting it.

I submit the amendment on behalf of
the Senator from Alabama (Mr, SPARK-
MmAN) and myself, It would take the
place of current amendments Nos.
297 and 298. For the benefit of Senators
interested in those amendments, this is
8 new compromise amendment and a
letter from the Treasury Department
supporting it.

I ask unanimous consent that an ex-
planation of the amendment, together
with the letter of support from the De-
partment of the Treasury be printed in
the REcoOrD.

The ACTING PRESIDENT pro tem-
pore., The amendment will be received
and printed, and will lie on the table;
and, without objection, the amendment,
explanation, and letter will be printed
in the REcorbp.

The amendment (No. 407) is as fol-
lows:

Page 387, strike out lines 17 through 25
and lines 1 through 7 on page 388 and insert
in lieu thereof the following:

“(4) UseEp SECTION 1250 PROPERTY.—In the
case of section 1260 property acquired after
July 24, 1969, the original use of which does
not commence with the taxpayer, the allow-
ance for depreciation shall be determined in
the following manner:

“(A) In the case of such section 1250
property which is residential rental housing
(as defined in paragraph (2) (B) having a re-
maining useful life on the date of acquisition
of 30 years or more, the allowance for depre-
ciation under this section shall be limited
to an amount computed under any of the
methods provided for in paragraph (1);

“(B) in the case of such section 1250
property which is residential rental housing
(as defined in paragraph (2) (B)) having a
remaining useful life on the date of acquisi-
tion of between 20 and 30 years, the allow-
ance for depreciation under this section shall
be limited to an amount computed under—

“(1) the straight line method,

“(ii) the declining balance method, using
a rate not exceeding 125 percent of the rate
which would have been used had the annual
allowance been computed under the method
described in clause (i), or

“(ii1) any other method determined by the
Becretary or his delegate to result in a rea-
sonable allowance under subsection (a), not
including—

(1) the sum-of-the-years digits methods,
or

“{2) any other method allowable solely by
Teason of the application of subsection (b)
(4) or paragraph (1) (C) of this subsection;
and

*(C) In the case of such section 1250 prop-
erty which is either residential rental hous-
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ing (as defined in paragraph (2) (B)) having
a remaining useful life on the date of acqui-
sition of less than 20 years, or which does not
gqualify as residential rental housing, the
allowance for depreciation under this section
shall be limited to an amount computed
under—

(1) the straight line method, or

“(ii) any other method determined by the
Secretary or his delegate to result in a rea-
sonable allowance under subsection (a), not
including—

*{1) any declining balance method,

*(2) the sum-of-the-years digits method,
or

“(3) any other method allowable solely by
reason of the application of subsection (b)
(4) or paragraph (1) (c) of this subsection.”

Page 393, strike lines 1 through 7 and insert
the following:

“(iii) in the case of residential rental
housing (as defined in section 167(j) (2) (B)
other than that covered by clauses (i) and
(il) or in the case of rehabilitation expendi-
tures (as defined in section 167(k)(3)) al-
lowed with respect to section 1250 property,
100 percent minus 1 percentage point for
each full month the property was held after
the date the property was held 60 full
months; and

“{iv) in the case of all other section 1250
property, 100 percent minus 1 percentage
point for each full month the property was
held after the date the property was held for
120 full months."”

Page 393, line 8, strike out “Clauses (i),
(i1), and (i1i)" and insert in lieu thereof;
“Clauses (1) and (i1)."

The explanation, presented by Mr.
ToWwER, is as follows:
EXPLANATION OF THE TOWER-SPARKMAN
AMENDMENT

This amendment deals with real estate de-
preciation on any existing residential build-
ings which are conveyed after July 24, 1969.
It also concerns the tax consequences of a
sale or disposition of all types of property
which involves a sale price above basis.

PRESENT LAW

(A) Depreciation of New Improvements

Under present law, the original owner of
any type of real estate project may depre-
ciate the improvements upon any one of
these bases or upon a combination of two:
straight line, sum-of-the-years-digits, or
double declining balance.

(B) Depreciation of Existing Improve-
ments

Existing improvements which are con-
veyed may be depreciated by their new
owner on the 1509 basis; this method pro-
vides for some acceleration during the initial
years of ownership, but not as much as either
sum-of-the-years-digits or the double de-
clining balance methods.

(C) Recapture Provisions

If real estate is sold in the first year of
the holding period, then all the depreciation
deduction taken during that time is taxable
at ordinary income rates to the extent that
it is recaptured by the sale. For the next
elght months (from months 13 through 20)
all depreciation in excess of straight line
which is recaptured by the sale is taxed at
ordinary income tax rates., Beginning the
twenty-first month, the percentage of the
excess depreciation recaptured at the time
of sale which is taxed at ordinary rates de-
clines 19; for each additional month of the
holding period. Thus If the owner holds for
ten years, he is assured of full capital gains
treatment.

PROPOSED CHANGES BY THE SENATE FINANCE
COMMITTEE
(A) Depreciation of New Improvements
The Senate Finance proposal would retain
all existing depreciation methods for new
residential construction, but would limit new
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commercial and industrial facilitles to the
150% method,

(B) Depreciation of Existing Improve-
ments

Second and subsequent owners of all de-
preciable real property would be limited to
the straight line method of depreciation
regardless of the type of property.

(C) Recapture Provisions

The Senate Finance Committee has pro-
posed three separate formulae as to tax con-
sequences, depending on the type of prop-
erty which is being sold or disposed of:

(1) Certain low and moderate Income
rental housing projects assisted under Fed-
eral or State law which involve limited
dividend mortgagors receive the same treat-
ment as before (i.e. 100% capital gains treat-
ment at the end of the tenth year.)

(2) New residential construction, other
than these special housing projects, would
be subject to full recapture at ordinary rates
on the excess over straight line for ten years,
then, beginning the first month of the
eleventh year (121st month), the percentage
of the excess depreciation which is taxed at
ordinary rates declines 1% per month for
each additional month of the holding period.
Full capital gains treatment is assured in 18
years, 4 months,

(3) Used residential and both new and
used nonresidential buildings are subject to
full recapture of the excess depreciation over
straight line recaptured at the time of sale
at ordinary income tax rates, regardless of
when the sale takes place,

CHANGES EFFECTED BY THIS AMENDMENT

(A) Restoration of Accelerated Deprecia-
tion to Second and Subsequent Owners of
Residential Construction.

This amendment would restore acceler-
ated depreciation to second and subsequent
owners of residential real property. However,
the rate of the acceleration would be based
on the estimated future useful life of the
project.

(1) If the remaining useful life is less
than twenty years at the time of transfer,
the purchaser would be limited to the
straight line method.

(2) If the remaining useful life is be-
tween twenty and thirty years, the purchaser
would be entitled to depreciate at the rate
of 125% of straight line,

(3) If the remaining useful life is thirty
years or more, the purchaser would be en-
titled to the 15609% method. However, second
and subsequent owners of commercial and
industrial property would be limited to the
straight line method as recommended by the
Senate Finance Committee,

(B) Changes in the Recapture Formulae

The amendment would alter the recapture
formula recommended by the Senate Finance
Committee in two respects:

(1) For the owners of residential construc-
tion (both mew and used), there would be
a full recapture of all the excess deprecla-
tion taken over straight line at ordinary
income tax rates if there were a sale in the
first five years. Thereafter, beginning the
first month of the 6th year (6lst month),
the percentage of the gain taxed as ordinary
income would decline 1% per month, Thus
residential property held for 13 years, 4
months would be entitled to full capital gains
treatment at the time of sale. This provision
would also apply to the special 5-year write-
off for rehabilitation expenses incurred on
low-rent housing.

(2) For owners of other types of new con-
struction, there would be full recapture for
the first ten years, and then, beginning the
first month of the eleventh year, the per-
centage of the gain taxed as ordinary income
would decline at the rate of 19 per month.
This is the same provision as the Senate
Finance Committee recommended for resi-
dential construction. (Note, this provision
would have no effect on second and subse-
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quent owners of nonresidential construction
inasmuch as they are limited to the straight
line depreciation method.)

The letter, presented by Mr. TOWER, is

as follows:
THE DEPARTMENT OF THE TREASURY,
Washington, D.C., December 8, 1969.
Hon, Jouw G. TOWER,
U.S. Senate,
Washington, D.C.

Dear Senator Tower: You have requested
a statement of the position of the Treasury
Department on Amendments 207 and 208 to
H.R. 13270, the Tax Reform Act of 1969, which
you have proposed. In general, these amend-
ments would change the provisions of the bill
which allow only straight-line depreciation
in the hands of a second owner (so-called
“used” property) and which eliminate the
phase-out of recapture of the excess of accel-
erated over straight-line depreciation for
buildings and other real estate improve-
ments. They would allow 150 percent
declining balance depreclation if the life of
the property exceeds 30 years, 125 percent if
the life is between 20 and 30 years, and
straight-line depreciation if the life is less
than 20 years., The phase-out of recapture
would be reinstituted to begin after the fifth
vear of ownership.

The Treasury Department will support
these amendments if they are limited to
housing, rather than being applicable to all
real estate construction as they are in their
present form. Treasury would also support a
reinstatement of the phase-out of recapture
beginning after the tenth year for real estate
improvements other than housing if it were
coupled with a limitation of Amendments 297
and 298 to housing.

It is my understanding from recent dis-
cussions with officials of the Department of
Housing and Urban Development that HUD
will also support the amendments in this
revised form.

Sincerely yours,
Jouw 8. NorLaw,
Deputy Assistant Secretary.
AMENDMENT NO. 408

Mr. WILLIAMS of Delaware submitted
amendments, intended to be proposed by
him, to House bill 13270, supra, which
were ordered to lie on the table and to
be printed.

AMENDMENT NO. 408

Mr. KENNEDY (for himself and Mr,
PearsoN) submitted an amendment, in-
tended to be proposed by them, jointly,
to House bill 13270, supra, which was
ordered to lie on the table and to be
printed.

(The remarks of Mr. KENNEDY when
he submitted the amendment appear
later in the REcorp under the appropri-
ate heading.)

AMENDMENT OF MIGRANT HEALTH
ACT TO INSURE MIGRANT PAR-
TICIPATION IN PROGRAM DE-
VELOPMENT AND IMPLEMENTA-
TION—AMENDMENT

AMENDMENT NO. 402

Mr. MONDALE, Mr. President, I
submit an amendment to S. 2660, a bill
to extend and otherwise amend certain
expiring provisions of the Public Health
Service Act for migrant health services,
that would provide for participation of
the migrant agricultural worker in pro-
gram development and implementation.

I am today proposing that section 310
of the Public Health Service Act, which
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provides money for migratory farmwork-
ers’ health care, be amended by adding
language that will guarantee participa-
tion by the target population in the de-
velopment and implementation of mi-
grant health programs.

The Migrant Health Act was passed in
1962 with the avowed purpose of pro-
viding health care for migrant farm-
workers. Before passage of the act, ade-
quate health care was the exception
rather than the rule for migrant fami-
lies, Migrant farmworker families were
excluded from traditional health services
taken for granted by all the rest of
society.

Now, through 116 project grants in 36
States, physicians and hospitals are in-
volved in upgrading the health of farm-
workers. The present appropriation of
$8 million limits provision of service to
only about one-third of the target popu-
lation, and in many instances, even those
services are inadequate or incomplete be-
cause of the shortage of funds.

Although the act is improving health
care services for migrants, recent hear-
ings in Washington and in the Rio
Grande Valley of Texas on the extension
of the act, point up the need to involve
the consumer population in project de-
velopment and implementation.

Too often Federal funds are not being
used to their fullest advantage. A lack
of knowledge on the part of migrants
about available facilities and program
components still prevails. Many programs
lack an adequate outreach component.
Too often programs do not take into
account the total poverty of migrant
families, so that health care is not
macched with services to mee’ related
needs of food, shelter, clothing, and other
familiy needs. Special effort and inno-
vation in organizing and delivering serv-
ices to make them more accessible for the
use of geographically and socially iso-
lated migrants is often lacking. Some
programs have not explored the possibil-
ity of developing new sources of person-
nel to supplement available professional
personnel, such as aides drawn from
among migrant families.

Some programs are in the hands of
local, county, or State health depart-
ments that are insensitive to the needs
of migrants or operate heedless of the
dignity of the individual. Many local pub-
lic health programs are already starved
for funds, and thus use Migrant Health
Act funds to operate their regular pro-
grams. Programs are often entwined
with legal and policy exclusions from
certain local services. Language problems
often cause confusion in the delivery of
needed services, and staff members are
offen: not bilingual in areas where Span-
ish is the prevailing tongue. In other in-
stances, health care was not related to
the needs of the individual or the fam-
ily. Experts have documented the fact
that greater attention to preventive
medicine might obviate the high costs
of curing advanced stages of disease.

I am convinced that insufficient health
care for the rural poor and the migrant
will remain the rule, rather than the ex-
ception, until we tap the vast wisdom,
understanding, loyalty, and pride of the
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poor. It is the poor themselves who know
most abcut the details and the solution
to their predicament.

My amendment represents a modest,
inexpensive device for guaranteeing that
those who are excluded from health care
be permitted to participate in the devel-
opment and implementation of pro-
grams that are intended to improve their
health.

My amendment simply requires that
before grants are authorized, the Secre-
tary must be satisfied that persons
broadly representative of all elements of
the population to be served have parti-
cipated ir the development, and will par-
ticipate in the implementation, of such
programs.

The purpose is abundantly clear. It is
to have the input of the poor in the
implementation and delivery of health
care so that the Government and the
people get the most for their dollar.

I ask unanimous consent that this
amendment be printed in the Recorp at
the close of my remarks.

The ACTING PRESIDENT pro tem-
pore. The amendment will be received
and printed, and will be appropriately
referred; and, without objection, the
amendment will be printed in the REcorbp.

The amendment (No. 402) was referred
to the Committee on Labor and Public
Welfare, as follows:

AMENDMENT No. 402

At the end of the bill insert a new sentence
as follows:

“Sgc. 2, Section 310 of the Public Health
Service Act is further amended by adding
immediately after the final sentence thereof
the following new sentence: For the purposes
of assessing and meeting domestic migratory
agricultural workers' health needs, develop-
ing necessary resources, and involving local
citizens in the development and implementa-
tion of health care programs authorized by
this Section, the Secretary must be satis-
fled, upon the basis of evidence supplied by
each nppllcant. that persons bmadly repre-
sentative of all elements of the population to
be served have been given an opportunity
to participate in the development of such
programs, and will be given an opportunity to
participate in the implementation of such
programs.”

DISTRICT OF COLUMBIA APPRO-
PRIATION BILL, 1970—AMEND-
MENTS

AMENDMENTS NOS. 404 THROUGH 408

Mr, TYDINGS submitted three amend-
ments, intended to be proposed by him,
to the bill (H.R. 14916) making appro-
priations for the government of the Dis-
trict of Columbia and other activities
chargeable in whole or in part against
the revenues of said District for the fiscal
year ending June 30, 1970, and for other
purposes, which were ordered to lie on
the table and to be printed.

ADDITIONAL COSPONSORS OF
AMENDMENT
AMENDMENT NO. 346
Mr. PACKWOOD. Mr. President, I ask
unanimous consent that the names of the

Senator from Illinois (Mr. SmrtH) and
the Senator from Alaska (Mr, STEVENS)
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be added as cosponsors of my amend-
ment No. 346 to the pending tax reform
bill, H.R. 12370.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

EQUAL EMPLOYMENT OPPOR-
TUNITY COMMISSION

Mr. SCOTT. Mr. President, the Wash-
ington Evening Star on December 6,
1969, published a page 1 article at-
tacking the Equal Employment Oppor-
tunity Commission. The article was full
of distortions and misinformation. The
source of the information was admittedly
“unhappy personnel” of the agency.

This kind of attack cannot go unan-
swered, for it seriously impairs the ef-
fectiveness of the Commission and the
important work which Congress empow-
ered it to undertake.

William H. Brown III, Chairman of
the Equal Employment Opportunity
Commission, today held a news confer-
ence to set the record straight. I ask
unanimous consent that his prepared
statement be printed in the REecorp.

There being no objection, the state-
ment was ordered to be printed in the
REecorp, as follows:

Title VII of the Civil Rights Act of 1064
established the Equal Employment Oppor-
tunity Commission as a non-partisan agency,
protected from the divisive and sometimes
destructive forces of the political arena.
Bince I became Chairman on May 6, 1969, I
have tried to direct the energles of this
Commission to the important task of elim-
inating job discrimination, and to keep the
Agency out of polities. This has been a diffi-
cult task, since the nature of the problem
we deal with Is at the heart of some of the
nation’s most crucial soclal ills, and accord-
ingly is the subject of pollitical controversy.
Yet, if the Commission is to succeed in its
task—the elimination of discrimination in
employment—it must not become bogged
down In political combat.

It is important to conslder what effect
such disputes have on the Agency's staff.
EEOC is made up of individuals strongly
committed to the proposition that every
American should have a chance to work
according to his abilities. Theirs is an ex-
tremely difficult task, and I think it is grossly
unfair to involve them In the kind of po-
litical pulling and hauling which should be
reserved for political campaigns.

For these reasons, I was greatly disturbed
by the article which appeared in the Wash-
ington Evening Star on Saturday, December
6, containing an irresponsible attack on the
Commission. The sources for this story were
admittedly “unhappy personnel within the
Agency.” No one in a responsible position
in the Commission was interviewed.

I note that the name of former Chairman
Clifford L. Alexander, Jr. was mentioned in
the article. I urge Mr. Alexander to repudiate
the article, for he knows better than anyone
else that it is based on Inaccuracies and dis-
tortions. Ordinarily, I would not comment
on an article of this kind, but the credibility
of this Agency in the minds of the people
it seeks to serve Is of utmost 'mportance to
our eventual success. Accordingly, I feel com-
pelled to set the record straight and respond
to these misstatements,

I think it is Important to look at the
situation as I found it on May 6 when I
became Chalrman. The Commission’s backlog
of cases was steadily increasing and had in
fact reached the point where the Commis-
slon's processes were in danger of being
overwhelmed. The operations of the Commis-
slon, including investigations, decisions and
interpretations, and conciliations, were seri-
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ously understaffed. In the field the high rate
of turnover among young investigators, com-
bined with a shortage of trained cadre, seri-
ously hampered the effectiveness of these
offices. There was no working manual for
investigatiors; there was no working manual
for conciliators; there was no systematic
training program for elther Investigators or
conciliators. Despite these problems there
was a policy of delegating compliance re-
sponsibilities to the field offices, without
providing a structure to ensure a uniform
high-quality work product. The field offices,
in effect, had become 13 different Equal Em-
ployment Opportunity Commissions,

This was the situation on May 6. Now, we
are told that the Commission’s problems are
a recent development.

The Evening Star reports that there are
“89 vacancles among the EEOC’s 615 posi-
tions, here and in the field.” In fact, the
Commission has 629 authorized positions, 613
of which are filled.

The Star reports that "“11 of 15 supergrade
positions are vacant.” In fact, only 6 of these
positions are vacant and we are vigorously
recruiting highly qualified individuals to fill
these positions. I might point out that prior
to my appointment as Chairman four of
these supergrade positions—Deputy Execu-
tive Director, Deputy General Counsel, Direc-
tor of Technical Assistance, and Chief of
Education Programs—remained vacant for a
year or longer. As of May 1 of this year,
seven supergrade positions were vacant, and
five additional vacancies occurred following
the resignation of Clifford Alexander as
Chalrman,

In this respect, the present vacancies are
not a novel problem. But the solution to the
problem. I believe, has been made more
difficult by the Commission's history of fill-
ing positions by adjusting agency structure
and activities to accommodate the needs of
personal and political associates. The result
has been that the Commission's activities
and its reputation have been seriously
impaired.

The Star reports that meetings of the Com-
mission “have dropped from once a week to
once every two or three weeks™ This 1s a
distortlon. Up to the time that Mr, Alexander
became Chalirman, meetings were held on
the average of once a week. During Mr, Alex-
ander's chairmanship, meetings were held
once every two or three weeks. Since I have
become Chairman, meetings have been held
with the same frequency.

The article parrots the frequently made,
but baseless claim that I am against this
Commission holding public hearings. As re-
cently as last Monday, in an open hearing
before the House General Subcommittee on
Labor I reiterated that I fully intend to hold
public hearings. My testimony is a matter
of record. Two months ago, I directed the
Commission’s Office of Research to begin
preparation for hearings. It has been busy
collecting information to ald the Commis-
slon in determining the scope and location
of the next hearing. This time, the prepara-
tion for this hearing will include a follow-up
procedure, because I do not regard public
hearings as mere publicity stunts to be for-
gotten once the television cameras are turned
off.

Perhaps the most remarkable charge that
was leveled was that the Agency’s backlog
of cases has continued to rise since my tak-
ing office and that I have allowed the situa-
tion to worsen with no attempt to alleviate
the problem.

These are the facts: At the beginning of
FY 1968, this Agency had a backlog of 1476
respondent investigations. By the end of FY
1969, that figure had increased to 2,556 re-
spondent investigations. Part of this prob-
lem stems from inadequate funding. I think
it is important to note, however, that prior
to my Chairmanship, the weaknesses In
Agency procedures that contributed to the
problem were lgnored. Repeated requests
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from responsible members of the staff to
make basic changes in the Agency procedures
were, in many Instances, not even acknowl-
edged. In attention to the problems of the
backlog and the personnel policies I de-
scribed, frustrated efficient implementation
of the provisions of Title VII, and demoral-
ized those staff members who cared more
for civil rights than rhetoric.

In sum, on May 6, 1969, I became Chair-
man of an institution which was no more
prepared to perform the task set out for it
by Congress than it was at its inception.
Things are changing.

For the first time in the history of the
Commission, a comprehensive study has been
made of the compliance process as it actually
operates,

This critical analysis was distributed to the
field directors and the heads of our Washing-
ton division, with an invitation for comments
and recommendations,

Then there was a no-holds barred meeting
of the field directors and the various division
heads. Out of this came a new, streamlined
and more effective compliance procedure
which was voted on and adopted by the Com-
missioners in a meeting on November 13, We
believe the new procedure will help eliminate
the backlog and greatly speed up future case
handling.

In short, we are now doing that which
should have been done long ago. We are
establishing procedures and hiring personnel
to carry forward a meaningful compliance
program. It would be nailve to suppose that
the Commission’s problems will be resolved
in a short time. They will not. There are
other handicaps—statutory as well as the
cumulative effects of past mismanagement
that will still have to be worked out, But
this Commission is determined to make Title
VII of the Civil Rights Act of 1964 work and
work effectively,

It would be tragic if this Agency, which
for the first time is beginning to develop an
effective compliance program were to fall
victim to a reckless political attack.

DETERIORATION OF SERVICE BY
WESTERN UNION

Mrs. SMITH of Maine. Mr. President,
if others have had the same continuing
experience with Western Union that I
have had, I am sure that they have
shifted more and more away from using
Western Union and toward using long-
distance telephone.

The deterioration of service by West-
ern Union began many years ago, as
far as my home State of Maine is con-
cerned. Western Union stopped deliver-
ing telegrams in most areas of Maine
after 5 o’clock in the afternoon. Instead,
Western Union started putting late after-
noon telegrams in the mail or using the
telephone to relay the messages. Western
Union closed offices in town after town
in Maine.

I have much sympathy for the Western
Union employees in Maine for what they
have to take in customer resentment at
the company management deficiencies of
‘Western Union.

Irresponsibility and poor service have
become the normal Western Union pat-
tern—not the exception to the rule.

It is happening all the time. For ex-
ample, this past Saturday, late in the
day, I received a Western Union tele-
gram sent from Terre Haute, Ind., the
day before,

Such slow delivery is bad enough. But
the telegram sent by three residents of
Terre Haute challenged me with the
statement of “notice with interest your
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figures on numbers of Vietnamese killed
by U.S. troops and allies. We must ad-
mit grave doubts as to your accuracy. If
unfounded—why?"

Since I have never set forth any such
figures or statistics, my assistant placed
a long-distance telephone call to the
first signer of the Western Union tele-
gram to inquire as to the basis for the
telegram. He did not chance sending a
Western Union telegram in making the
inguiry.

The signer of the telegram was
promptly reached. He stated that what
the three senders of the telegram had
done was to make the inguiry in an-
other telegram to another Senator who
had stated such figures and statistics,
and had asked that several other Sen-
ators be sent a copy of such telegram.

Then on Sunday—2 days after the
original telegram—Western Union sent
a corrected telegram to me stating:

The following is a copy of a telegram Wwe
sent to Senator on above date.

And then stating text of telegram
originally sent to me.

It is obvious that the only reason
that Western Union troubled to make
the correction was the inquiry in the
long-distance telephone call that my
assistant made to the first signer of the
original telegram.

Only a short time before, when a joint
telegram was sent to me and another
Senator, Western Union did not trouble
to deliver the message to me. I had to
learn about the undelivered message
from the other Senator.

These two instances of such errone-
ous, sloppy, and irresponsible lack of
service by Western Union are not excep~
tions to the rule. Instead they have be-
come par for the course.

ORIGIN OF KHRUSHCHEV'S STATE-
MENT “WE WILL BURY YOU”

Mr. FULBRIGHT. Mr. President, we
have all heard a good deal in the past
decade about the phrase, “We will bury

you,” attributed to former Premier
Khrushchev. I had heard some time ago
that this phrase had never been used by
Mr. Khrushechev in a formal speech but
was a remark attributed to him in the
course of a conversation with a number
of Western diplomats at the time of the
Suez crisis. On November 17, I wrote the
Department of State and asked them to
provide an account of the history of this
remark.

The Department has replied, in a let-
ter dated November 26. I think that this
reply will be of interest to Senators and
of some historic interest to readers of
the Recorp. I therefore ask unanimous
consent that my letter of November 17
and the Department of State’s reply be
printed at this point in the REcorbp.

There being no objection, the letters
were ordered to be printed in the ReEcorp,
as follows:

Novemeer 17, 1969,
Hon. Wnrniam P. ROGERS,
Secretary of State,
Washington, D.C.

DeEar MR. SeEcrETARY: Reference is often
made by Members of the Senate to Mr.
Khrushchev's alleged statement in a speech
that “We will bury you.” It is my impression
that this phrase was never used by Mr,
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Ehrushchey in a formal speech but was
simply a remark attributed to him in the
context of a conversation that he had with
a number of Western diplomats during a dis-
cussion of the invasion of Egypt at the time
of the Suez crisis.

I would appreciate the Department of
State’s account of the history of this remark.

Sincerely yours,
J. W. FULBRIGHT

DEPARTMENT OF STATE,
Washington, D.C., November 26, 1969.
Hon. J. W. FULBRIGHT,
Chairman, Committee on Foreign Relations,
U.S. Senate, Washington, D.C.

DeEAR Mn. CHAmMAN: The Secretary has
asked me to reply to your letter of Novem=-
ber 17, 1069, asking for the Department’s
account of the history of Chairman Kru-
shchev's remark, “We will bury you.”

According to western journalistic accounts,
this statement was made by Khrushchev at
a reception for Polish leaders on Novem-
ber 18, 1956, at the Polish Embassy in Moscow.
Both at this reception, and at a similar one
the previous evening at the Kremlin, Khru-
shehev was in a belligerent mood, and his in-
temperate remarks concerning the actions by
Britain, France and Israel In the Middle East,
caused a number of western officials to walk
out. Since the “We will bury you" remark
was not reported to the Department offi-
cially, it may be that it was made after west-
ern officials had left the room where Khru-
shchev was speaking. In the official Soviet
text of the Chairman’s remarks issued the
next day, the “We will bury you' phrase was
not included, and on October 5, 1957, the So-
viet news agency TASS, responding to cita-
tion of this gquotation by Ambassador Lodge
at the United Nations, charged that.it was
merely “the fruit of idle talk by those who are
instructed to handicap the improvement of
Soviet-American relations.”

During another reception at the Polish
Embassy in Moscow on September 4, 1958,
however, Khrushchev did not so much deny
the remark as complain that he had been
misunderstood. Addressing himself to non-
communist countries, he said: “Mind, we
shall not dig your grave in the physical
sense,” Khrushchev repeated this explanation
during his visit to the United States when,
at the National Press Club in Washington on
September 16, 1959, in response to a question
on the quotation, he said:

“What I meant was not physical burying
of anyone at any time, but a change of the
social system in the historical development
of society . . . At the reception in guestion,
I said that during historical development and
in the historical sense Capitalism will be
buried; that Capitalism will be supplanted
with Communism."

Khrushchev's belief that he had been mis-
understood is clear from the Russian text
of his remarks at the Press Club. In the gques-
tion addressed to him, the verb “to bury”
was translated by the Russian words “zako-
pat’ v zemlyu"”, which has only the literal
meaning of “to bury in the ground.” How-
ever, the word he claimed he used was “kho-
ronit,” " which has both a literal and a figura-
tive meaning in Russian. To quote the au-
thoritative Russian dictionary edited by
Professor Ushakov, the verb “Khoronit’ " can
mean: “To consider obsolete, perished, un-
necessary or to bury in oblivion." Thus, it
appears that by using this word, Ehrushchev
had in mind the deterministic necessity, ac-
cording to Marx and Lenin, that Capitalism
would eventually be replaced by Commu-
nism.

During his subsequent years in office,
Khrushchev frequently used the metaphor
of “burying Capitalism’ but always was care-
ful to deny its literal meaning. For example,
in a speech at Split, Yugoslavia on August
24, 1963, he admitted:

“I once said that we—that is, the commu-
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nist system—will bury Capitalism, and the
bourgeois ideologists began to distort my
words, stating that I would bury Capitalism
with a spade. Why should we need that? It
is not we who will do that; it is the working
class, the working people of the capitalist
countries themselves who will , , . establish
their own power."”

I hope that you will find this information
useful, If I can be of any further assistance,
please do not hesitate to call on me

Sincerely yours,
H, G. TorBERT, Jr,,
Acting Assistant Secretary
for Congressional Relations

Mr. FULBRIGHT. Mr. President, I
further ask unanimous consent to have
printed in the Recorp a letter from a
constituent from Greenland, Ark. This
woman, having no experience in high
diplomacy, has the perception to see that
if we continue to follow the extravagant
and foolish policy of expending our re-
sources and manpower in remote areas
of the world where our vital interests
are not involved, we will “bury our-
selves.”

There being no objection, the letier
was ordered to be printed in the Recoro,
as follows:

WHAT ABoUT THAT?

To the EDITOR:

They are teiling us that there has been an
overwhelmingly favorable response from “the
great silent majority” to Mr. Nixon’s speech
on Vietnam.

They say the telegrams have poured into
the White House in greater numbers than
can ever be recalled and that Mr. Nixon is
delighted. All this in response to a speech
that said nothing, except that he means to
keep this war going. That's hard to believe.
I think rather that the American people are
on the receiving end of a monstrous snow
job, which the administration hopes will take
some wind from the sails of the anti-war
demonstrations soon to occur all over the
nation.

They are asking people to <emonstrate for
Mr. Nixon and his “secret plan” by marching
in parades, flying the fiag, wearing red white
and blue armbands and burning their head-
lights. Apparently it's okay to demonstrate if
you do it for Mr. Nixon's “secret plan” which
he cannot reveal at this time. I cannot be-
lieve that the majority of the American peo-
ple will support in blind faith the man who
has proven so false since his election a year
ago,

Mr. Nixon was elected President of the
United States for one reason, he promised to
end this insane war and there were just
enough of us foolish enough to believe him.
I deeply resent being called un-American
because I oppose this horrible, unreasonable
war. I further resent being placed in the
position of being unable to fly my country's
filag because to do so would say that I sup-
port Mr. Nixon and this war which he has
lovingly taken to his bosom. I love my coun-
try dearly. I do pledge allegience to her flag,
but not to the power-mad politicians whose
greed and vanity got us into this mess with-
out regard for the suffering they cause or the
blood on their hands.

They are not gods to be kindly obeyed as
they would have us to believe, since they are
our elected officials, They want us to be
silent alright, while they send our children
to be slaughtered in whatever obscure corner
of the world they see fit, for whatever reason,
without the consent of the “great silent ma-
jority”. It’s incredible to me that the people
in the high offices of government, especially
the President, cannot see what this war is
doing to our country. We are committing
suicide in this pathetic little country, and if
we are to survive as a nation this war must
be stopped. They say it's the communists
who are behind all the anti-war demonstra-
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tions, that they want us to stop fighting.
How absurd.

Why should they want us out of Vietnam?
They are bleeding us to death of everything
we have, of our precious sons and our na-
tion’s wealth. It's to their great advantage to
keep us there, so that we will finally be s0
weakened from pouring our resources into
this bottomless pit that we will not be able
to resist when they are ready to risk out and
out war with us. Red China can and is sup-
plying men in overwhelming numbers. Rus-
sia and her satellites can and will supply
the enemy with weapons indefinitely. If this
is how we fight communism, we can do noth-
ing but lose for time iz on their side.

We should not be surprised, they have al-
ways told us how they mean to conguer us,
and our leaders are falling unerringly into
the trap they have set. Mr. Nixon wants to
“negotiate an honorable peace” with peo-
ple who are without honor, and it is to their
advantage to keep us fighting, and our lead-
ers will not allow us to fight to win. When
my son was ten years old, I heard them say
on the newscasts that this war would prob-
ably last 20 years. A little over two months
ago, he was killed in Vietnam. Mr. Nixon's
form letter with the rubber stamp signature
sald he was sorry. The people of our beloved
nation are going to wake up. I pray God it
won't be too late.

How many of our sons can we afford to
sacrifice? I wonder how many people who
have lost boys feel it was worth their son’s
life? I am unable to muster up any en-
thusiasm for our President's “secret time-
table,” it's going to come too late for us, and
hundreds of thousands of other broken-
hearted families. What about that Great
Silent Majority, Mr. Nixon?

Mrs, DoroTHY LEDBETTER.

GREENLAND, ARK.

GIANT IN THE SENATE

Mr. GRIFFIN. Mr. President, the date
of his retirement, January 2, 1971, is still
months away. But the announcement by
Senator Joun Wiriams, of Delaware,
that he will not run again has already
left a profound impact upon the Senate
and the Nation at large.

Unless this glant in the Senate can be
convinced to reconsider and run again,
the Senate and the Nation will suffer a
loss that cannot be measured.

Mr. President, I ask unanimous con-
sent that an article published in the
December issue of Nation’s Business be
printed in the Recorp.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

A GIANT Is LEAVING THE SENATE

When John J. Williams decided in 1946
he wanted to run for the U.S. Senate, he
was a small town Delaware feed grain mer-
chant without political experience, a follow-
ing or connection in his party's state orga-
nization.

“I couldn’t use that old line about my
friends urging me to run,” he recalls can-
didly. “I don't remember anybody ever ask-
ing me. In fact, most of my friends thought
it was a pretty farfetched idea."

And the assumption by a 42-year-old nov-
fce that he could enter state politics at the
top certainly didn't sit well with Delaware’s
Republican leaders.

*I had never met the state chairman,” Mr.
Williams says. “He was a little Deeved that
someone would be so brash as to announce a
Senate candidacy without talking to him.
But I went into it on the principle a man
has a right to seek office In this coun-
try without the consent of anybody."”

Most politicians, when asked why they pur-
sue public office, come up with high-flown
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answers about service to nation and man-
kind, ete. John Williams' explanation is far
more direct: “I thought I'd like to try it and
I did.”

“Oh, I'd been pretty concerned as a busi-
nessman about the trend in the country to-
ward too much centralization of power in
Washington,” he adds. “But I didn't have
any great noble drive.”

Drive or no drive, he began traveling
around the state, working long, gruelling
days, to make himself and his views known.

Veteran Delaware Republicans, anticipat-
ing a Democratic victory, had shied away
from making their party's Senate race. By
the time they sensed that a Democratic suc-
cess might not be inevitable after all, that
the national mood was for a change after
the long Depression and war years, Mr,
Williams was well ahead for the nomination,

He went on to defeat the Democratic in-
cumbent by nearly 12,000 votes out of 113,-
500 cast.

Sen. Williams had entered the feed grain
business with his brothers immediately
after finishing high school and leaving the
family farm., Now, a brother took over re-
sponsibility for the store.

“There was nothing blg about 1t, but we
made a living,” the Senator recalls. “He did
all right after I left, so I gress I wasn't as
important as I thought I was.”

INTO THE BIG TIME

In Washington, the political novice and
small businessman, lacking a college edu-
cation and possessing a speaking style that
ranged from an almost inaudible whisper to
& rasp, joined a body composed mostly of
lawyers or professional men—men long on
political experience, on education, on knowl-
edge of big business and finance, and on
dramatic oratory.

But it was the grain merchant from Mills-
boro, Del., who was to rock the Truman
Administration with disclosures of stagger-
ing corruption in the Internal Revenue
Service and elsewhere In government, who
was to assall the conduct of Sherman Adams
in another Administration and was to bring
about the downfall of Bobby Baker in still
another. And John Williams' grasp of high-
level economics and tax policies, acquired
through long, hard work and study, was a
major factor In forcing Lyndon Johnson to
surrender and accept spending limits In re-
turn for Congressional passage of the 10 per
cent income tax surcharge.

Now, at 65, Sen, Willlams has announced
he will retire when his present term ends
in 1970. He is approaching the final year of
his Senate days, working and fighting as
hard as ever for causes he has championed
from the moment he arrived—honesty, effi-
clency and economy in government.

He has earned a title given few others
in the nation’s history: “The conscience of
the Senate.”

In the late 1940’s, information came to
Sen. Willlams of graft in key federal tax
offices across the country. He began digging,
but, in his unflagging insistence on accuracy
and fairness, it would be more than two
years before he made his first speech on the
subject.

The trail led slowly but inexorably from
lesser lights in regional offices to the highest
echelons of Internal Revenue, the Justice
Department and the White House itself.
Reslgnations, indictments and convictions
{followed.

But party lines play no role In Sen, Wil-
liams' outlook on governmental ethics.

Sherman Adams, known as the “assistant
president” during the Eisenhower Admin-
istrations, came under fire In 1958 for accept-
ing gifts, including a $2,400 rug, from an
industrialist having problems with govern-
ment agencies. Sen. Willlams was as out-
spoken as he had been when a Democrat
was in the White House. “There can be but

December 8, 1969

one code of ethics for public officials,” he told
the Senate.

“I condemned the deep freezes,” he said in
& reference to a famous gift to a Truman aide,
“and I will not defend the rugs now.”

ENTER THE BAKER CASE

It was & brief, newspaper account of a civil
sult that launched the Senator on one of the
best-known of his many battles against cor-
ruption in government. A disgruntled owner
of a vending machine company had filed suit
against Robert G. “Bobby" Baker, secretary
to the Democratic Senate majority. The own-
er said he had paid Baker for help in obtain-
ing a contract that went somewhere else.

“I wasn't interested in where any contract
went,” Sen. Williams recalls, “but I did want
to know why a Senate employee was being
paid to get somebody a contract.”

He began digging into the affairs of Baker,
the ex-page who had risen to the influential
secretary’'s post under the patronage of the
majority leader at the time, Lyndon B. John-
son of Texas. The Delaware Senator wanted
to know whether Baker had used the job
to further what turned out to be extensive,
outside business interests.

“It just descended like an avalanche,” Sen.
Williams says. “In a short period of time I
had developed enough information that I
was convinced something was bad.”

He took it to Senate leaders, suggesting a
meeting with Baker. “I wanted to outline the
things that bothered me and Baker could
respond, Then I—and they—could evaluate
his responses.” Baker could not be reached
for an initial meeting.

A second meeting was arranged after a
firm pledge from Sen. Mike Mansfield, Mr.
Johnson's successor as majority leader, that
Baker would be there. But Sen. Mansfield
arrived alone, downeast, Baker had resigned.

“We can't stop here,” Sen. Willlams com-
mented. He insisted on the full-scale inves-
tigation that led to Baker's conviction of in-
come tax evasion, theft and conspiracy to de-
fraud the federal government. The shock
waves set into motion by the Baker case
launched a new era of concern on Capitol
Hill about standards of conduct expected
for Congressional members and staffs,

The Senate adopted a code of ethies pro-
viding for a combination of public and pri-
vate reports on financial interests. Sen. Wil-
liams says that development was “a giant
step forward,” but more should be done.

IT'Ss HOW YOU GOT IT

He advocates establishment of procedures,
with proper safeguards, for evaluating Con-
gressional income tax returns when doubis
arise. He sees little value in a proposal
pressed frequently by Senate liberals to re-
quire public disclosure of financial holdings
as of a given date each year.

“It's not what you own, it's how you got
it,”” the Senator says. “The tax return is the
key.”

Sen. Willlams has been constantly at work
on issues less-publicized than Capitol Hill
ethics.

He has clashed with government officials
repeatedly as he has issued well-documented
broadsides of waste and Inefficiency In hous-
ing, agriculture, public works, welfare and
many other programs.

A mark of the fairness that has won him
high praise from other Senators in both
parties in his unfailing practice of giving
advance notice to anyone he intends to talk
about in connection with inefficiency or dis-
honesty.

The accomplishment Sen. Willlams ranks
as the high point of his career as a legislator
was the passage in 1968 of the bill making
spending cuts the price the Johnson Admin-
istration had to pay for approval of the 10
per cent income tax surcharge.

“I'm certainly not proud to have a tax
attached to my name,” says Sen. Williams,
co-author of the bill. But he sees a far more
overriding consideration: “I am thoroughly
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convinced that if Congress had not acted on
both taxes and spending—they had to be tied
together—the American dollar would be gone
today."”

He adds a cautionary note: “We're not out
of the woods yet. Merely raising taxes and
putting the money into the government
spending stream further aggravates the sit-

Conceding that spending limit loopholes
later eroded the impact of the original bill,
Sen. Willlams says that's why he fought all
the harder in 1969 not only for greater cuts
but for ironclad assurances they will be
made.

NOBODY'S PERFECT

Looking back over his years in the Senate,
would he have done anything differently?

“Oh, goodness, yes,” he responds quickly
with a smile. “You make a lot of mistakes.
I often wonder what I was thinking about on
some of them."”

(His candor once threw off a Democratic
opponent who declaimed from a campaign
platform that he just couldn’'t understand
how Sen. Williams had voted the way he did
on a certain issue. The Senator's reply: “I
don't understand why I voted that way elther.
At the time it seemed to be the right thing
to do—but it wasn't.")

One place where Sen. Williams will leave
no mark after 24 years in the nation’s capital
is the party-going scene which many of his
colleagues frequent. While his mail is heavy
with the invitations that all Senators—par-
ticularly senior members—receive to cocktail
parties, dinners, receptions, diplomatic func-
tions and the like, he rarely attends any of
them.

He lives quietly in Washington throughout
the week and spends his weekends in Dela-
ware, often at favorite hunting or fishing
sites.

The Williamses have a daughter and three
grandchildren. When he came to the Senate
Sen. Willlams boasted of being “the young-
est grandfather” in the membership. The
passage of time has enabled him to escalate
to the claim of being “the youngest great-
grandfather in the Senate.”

His decision to retire was made in char-
acteristically direct fashion—he cited his
long-held view that no Senator should em-
bark on a new term after 65.

The Senator has no specific plans for re-
tirement years—that feed grain business no
longer is in the family—but guarantees, “I'm
not going home and prop my feet up. I'm not
going to lose interest.”

He'’s concerned about the nation's future,
and holds that violence and anarchy, on
campus or city street, “cannot be defended
or tolerated and must be dealt with afirma-
tively.”

At the same time, he adds, “we adults
have to recognize that, as we start to correct
the situation, we have to look at our own
houses.

“When men holding high positions of trust
betray that trust, we are creating in the
minds of young people an element of doubt
about the moral standards we are following
ourselves and are asking them to follow.”

RESPECTFUL OFPOSITION

John Williams is a conservative by any-
body's yardstick,

But it was one of the most liberal of liberal
Democrats, Willlam Proxmire of Wisconsin,
who said of him:

“I feel he is the one member of this body
who is its most able sentinel. I hope ...
that this remarkable man will reconsider
his decision to retire.™

And another Democrat, Majority Leader
Mansfield, summed up Sen. Willlams' career
in a fashlon that will draw lttle dissent
from those who have followed it:

“He has been a glant and his departure
from the Senate will leave a void that will
be almost impossible to fll.”
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VIETNAMIZATION OF THE WAR

Mr. McGEE. Mr. President, a distin-
guished strategist, Britain’s Sir Robert
Thompson, has recently returned from
Vietnam—where, indeed, he formerly
served his own government—with the
view that the Vietnamization of the war
there can be carried off successively if
America is prepared to provide needed
support for the Saigon government for
some time to come,

That is the substance of Sir Robert's
report to the White House, according to
reports appearing lately. In his view,
according to a dispatch by J. F. Ter
Horst, published in Sunday’s Washing-
ton Star, up to 100,000 men may be
needed for from 3 to 5 years to insure
the success of the strategy, with some
smaller number required for 10 or even
15 years. These would not be, in the
main, combat forces, however. And, as
Mr. Ter Horst observes, such a policy
would require public support. It would
require patience. It is a policy which aims
at the long-haul, but at a much lower
cost in lives and dollars, with the goal of
wearing out the enemy’s hope of achiev-
ing a Communist South Vietnam.

Mr. President, I ask unanimous con-
sent that Mr. Ter Horst's report on Sir
Robert Thompson’s strategy be printed
in the RECORD.

There being no objection, the article
was ordered to be printed in the REcorp,
as follows:

BrRITON BACES VIETNAMIZATION
(By J. F. Ter Horst)

President Nixon's “outside expert” on
Vietnam has some strong notions on how
such wars should be conducted. If the Pres-
ident heeds his advice, American boys may
be in Vienam for many years. But Saigon
might evade Hanol's clutches.

Bir Robert Thompson, the British strate-
gist who kept Malaysia from falling to Com-~
munist guerrillas, made the point to Nixon
at the White House on Wednesday, as he
had two days earlier with Henry A. Kissinger,
the President's adviser for national security
affairs.

The thrust of the Briton's position is that
“Vietnamization” of the long and costly war
will work, and not merely to pave the way
for U.S. troop withdrawals. If the United
States goes at it properly, and if public
patience can be maintained, he believes
South Vietnam can be denied to the Com-
munists just as Malaysia has been.

BACK FROM VIETNAM

He conferred with Nixon and Kissinger on
his return from a tour of South Vietnam for
the Rand Corp. one of the “think tank”
groups which advise government agencies
on policy alternatives. He had last seen
Nixon two weeks before the President's
Nov. 3 speech on Vietnam.

That address hinted at conslderation of
such a strategy, if not outright acceptance.

Press Secretary Ronald L. Ziegler says he
assumes the British specialist will be meet-
ing with other members of the adminis-
tration.

Zlegler sald Nixon found the report “highly
interesting” and that the President probably
would be seeing him again from time to
time.

“Sir Robert Thompson went (to South
Vietnam) with the total encouragement and,
to some extent, on behalf of the adminis-
tration,” Ziegler said.

LONG-HAUL STRATEGY

In conversations with U.S. military ad-

visers and others, Thompson advocates what
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he calls a “long-haul, low-cost strategy” for
keeping South Vietnam afioat.

It is essentially the same plan he designed
for defeating Red guerrillas in Malaysia in
the 1050s, plus modifications for Vietnam
devised while serving as head of the British
advisory mission in Saigon from 1961 to 1965.
He has set it down in a little-noticed book,
“No Exit From Vietnam."

What he advocates above all is the adop-
tion of a policy to build a strong South Viet-
namese government (not necessarily demo-
cratic) and an end to the strategy of de-
stroying the enemy militarily.

There would be counter-insurgency forces,
to be sure, but mainly nationalist forces,
not Americans, They would guarantee physi-
cal securlty first to key areas, such as Sai-
gon, Hu and Da Nang, and gradually ex-
tend their security perimeters until they
overlap.

Instead of trying to decimate the Viet
Cong, he advocates that they be pushed out,
denied access to local support and kept
perpetually on the run until such time as
they lose morale, weaken and grow weary
of further conflict.

Meantime, the cleared areas would permit
Baigon to begin local control through a civil
service responsive to the national govern-
ment.

To make this work, in his view, the United
States must preserve its military presence
in Vietnam indefinitely.

Forces could be scaled down, though. He
shares the view that U.S. combat units could
be withdrawn and probably considerable sup-
port forces, too, in time.

But in his view, there must be sufficient
U.S. military strength on the ground and in
the alr—say 100,000 men—for three to five
more years to achleve minimum Vietnamiza-
tion results. For complete success, he thinks
10 or 15 years would be required.

Nixon, however, would have several other
factors to consider before following this
strategy.

First, he would need to have public sup-
port. If he can get the war down to a low-
cost, low-kill level, it's possible the Ameri-
can public would tolerate a long-time U.S.
presence in Vietnam just as it has tolerated
one in South Eorea for nearly two decades,
The United States still has a 56,000-man
force in Korea.

Second, the Briton’s strategy would run
into trouble if North Vietnam decided to
mount large-scale offensive warfare in a
classic military sense. So Nixon would need
some enemy “cooperation” for success with
such a plan, or must keep sufficient U.S.
forces there as added insurance—or both.

THE LEAGUE OF WOMEN VOTERS
AND POLITICAL RIGHTS FOR
WOMEN

Mr. PROXMIRE. Mr. President, The
Human Rights Convention on Political
Rights for Women was signed on March
31, 1953. Forty-two nations have placed
their signature on this declaration. The
United States has not, as yet, seen fit to
do likewise. When, and if, this Nation
ever dees join in an international com-
mitment to the political rights for
women, it will be in large part due to the
efforts of the League of Women Voters.

The League of Women Voters has
worked for years for the advancement of
political rights for women. The origin
of this league reveals a large part of
its character. The origin was docu-
mented in a bulletin recently sent out by
the League. It stated:

On February 13, 1920, six months before
the 10th Amendment to the United States
Constitution was ratified, delegates of the
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American Woman Suffrage Assoclation held
& victory convention in Chicago, at which the
following wire from President Wilson was
read:

“Permit me to congratulate your Associa-
tlon upon the fact that its great work is so
near its trlumphant end that you can now
merge it into a League of Women Voters to
carry on the development of good citizenship
and real democracy . . ."

Carrle Chapman Catt, President of the
American Woman Suffrage Assoclation, which
had spearheaded the 72-year drive for the
American woman's franchise rights, described
the function of the new organization:

“In the League of Women Voters we have
an anomaly; we are going to be a semi-
political body. We want political things; we
want legislation; we are going to educate for
citizenship. In that body we have got to be
non-partisan and all partisan.”

And so, in 1920, a National League of
Women Voters emerged, with the goals of
educating the new electorate and lending
active support on legislative issues. Mrs. Catt
was named Honorary President, Mr. Maud
Wood Park was elected National President,
and the work of the League of Women Voters
began. What started as an experiment to
promote the participation of women in gov-
ernment and to help 20 million enfranchised
women carry out their new responsibilities,
has grown through the years into a unique,
nonpartisan organization that promotes po-
litical responsibility among all citizens.

The importance of the League of
Women Voters cannot be exaggerated.
The educational value of this organiza-
tion has been highly valuable and sig-
nificant to the democratic system of
which it is a part.

The example of the League of Women
Voters dramatically illustrates the ne-
cessity of ratifying the Human Rights
Convention on Political Rights for
Women. The league has shown its ca-
pabilities in this area. It is up to this
Chamber to recognize this fact, to ratify
the Convention of Political Rights for
Women and, therefore, to make our na-
tional commitment to political rights for
women an international one.

FINNISH INDEPENDENCE DAY

Mr. GRIFFIN. Mr, President, thou-
sands of Americans of Finnish descent
throughout this great land observed and
celebrated the independence of their an-
cestral homeland on December 6, On this
day in 1917, Finland declared its inde-
pendence from Soviet rule.

While that date each year is of special
significance for Finnish-Americans, it is
a date which is of importance to all
Americans because all have been en-
riched by the contributions of Finnish
culture to our lives.

I am particularly pleased to call at-
tention to Finnish Independence Day
since thousands of Finnish-Americans
now make their homes in Michigan.

The settlement of Finns in America
coincides with the founding of the
earliest colonies. The first Finns arrived
in the 17th century as part of a Swedish
colony that settled in what is now Dela-
ware. Their colonial settlement extended
throughout the Middle Atlantic and
New England States.

The mid-19th century witnessed the
largest influx of Finns to America. Their
settlement was extended to the Midwest
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and California, the Pacific States and
Alaska.

Understandably, the great majority of
Finns were attracted to those regions of
the United States which most closely
resembled their native land. Conse-
quently, the areas with the largest Fin-
nish populations are in the Northern
States and the Pacific coast: Michigan,
Minnesota, Ohio, Wisconsin, New York,
Massachusetts, Washington and Cali-
fornia.

By 1930, Michigan had the largest
Finnish population. It is in Michigan’s
Houghton County, in the beautiful Upper
Peninsula, that the concentration of
Finnish population can be found.

Finnish contributions to life in Amer-
ica are visible throughout the country.
The institutional life of these civie-
minded people can be seen in their many
churches and workers halls. Historical
markers dot the landscape.

Suomi—soo’-me—~College in Hancoek,
Mich., stands out as a living testament
to the PFinnish comumitment to higher
learning. At Suomi are embodied the
Finnish-American Historical Archives.

Perhaps the most widely known of all
Finnish contributions to America is the
work of the the late architect, Gottlieb
Eliel Saarinen., Saarinen’s creations,
which add contemporary beauty to the
landsecape of the United States and other
countries, include the General Motors
Technical Center in Detroit, the Ameri-
can Embassy in London, the Kresge Au-
ditorium and Cylindrical Chapel of
MIT, and the Chicago Tribune building
which was fundamental in revolutioniz-
ing skyscraper architecture in America.

Thus it is with sincere appreciation
for their many-faceted contributions to
the enrichment of American culture that
I take pride and pleasure in paying trib-
ute to all Americans of Finnish descent.

ELEMENTARY AND SECONDARY
EDUCATION ACT FUNDING

Mr. CRANSTON. Mr. President, last
April President Nixon recommended sub-
stantial cuts in federally assisted library
programs for fiscal year 1970. He made
no budget recommendations for funds
for school library resources, textbooks
and other instructional materials pro-
vided for under title II of the Elementary
and Secondary Education Act. He also
reduced by almost 50 percent funds for
public library services and cut all funds
for the construction of public libraries
under titles I and II of the Library Serv-
ices and Construction Act.

Unless Congress at the very least re-
stores these cuts, school and public li-
braries will face unbearable financial
burdens in fisecal year 1970, and educa-
tion, generally, will suffer. In California,
for example, the dollar effect of the pro-
posed cuts are the following: ESEA II,
from $4,786,011 in fiscal year 1969 to zero
in fiscal year 1970; LSCA I, from $2,666,-
778 in fiscal year 1969 to $1,154,367 in
fiscal year 1970; and LSCA II, from $1,-
376,957 in fiscal year 1969 to zero in fis-
cal year 1970.

Mr. President, I recently received a
letter from Mrs. Alma B. Polk, chair-
man of the Legislation Committee of the
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California Association of School Li-
braries. In that letter she describes the
impact of ESEA II funds in California
and the Nation. Because the HEW ap-
propriations bill will soon come to the
floor for consideration, I ask unanimous
consent that the portion of her letter
describing the impact of ESEA II be
printed in the REcoRrD.

There being no objection, the excerpt
was ordered to be printed in the Recorp,
as follows:

Since Title IT funds became available in
California, approximately 1500 new school li-
braries have been established by local edu-
cation agencies, more than 12,000 existing
libraries have been expanded, and 143 Phase
II exemplary libraries have been established.
With the funds avallable to date, nearly six
million library books have been purchased,
more than 350,000 periodicals have been ob-
tained, and nearly 800,000 audiovisual items
have been added to library collections.

On the national level, new library and in-
structional materials were made available to
approximately 44.6 million children and 1.8
million teachers, in fiscal year 1967. In FY
1966-67, 8,487 new libraries were established,
and existing libraries were improved in 91,000
public elementary schools and 41,500 public
secondary schools. Loans of materials to pri-
vate schools benefited 3.1 million students.
Many states have reported an increase in
local and state financial support of school
libraries, as a result of the “seed” money from
ESEA Title II.

THE BIAFRA ISSUE WILL NOT GO
AWAY

Mr. PEARSON. Mr. President, in this
holiday season it is only natural that we
look inward and pause to enjoy our good
fortune and the fine company of our
friends and neighbors. But even now we
must face some heavy responsibilities
that will not go away. One of these is
our humane duty to help those less for-
tunate than ourselves. Nowhere is this
duty more evident than in Biafra where
more than 1,000 women and children still
die daily from starvation.

Mr. President, we all know that pov-
erty and hunger still stalk millions of
Americans. And clearly we should take
whatever steps are necessary to cure
these evils in our society. But our domes-
tic concerns should not be used as an
excuse for failing to respond to desperate
cries for help in other quarters of the
globe. We are all together on this fiy-
speck in space as our brave Apollo as-
tronauts have so forcefully reminded us
and we simply must redouble our efforts
to support the mercy airlifts that are the
only link fo life for millions of our fel-
low human beings in faraway Biafra.

Without in any way wishing to influ-
ence the course of military and political
events in the bitter eivil war which now
divides Nigeria and Biafra, many Ameri-
cans have supported the effort by the
Joint Church Aid, USA religious relief
consortium which has shouldered the
major responsibility for keeping the
planes flying. But they must be prepared
to do more if all the good work they have
done thus far is not to be lost. Another $9
million is needed if these flights are to
continue for the next 6 months. I hope
that all concerned Americans will re-
spond to this appeal in time.
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Mr. President, yesterday the Washing-
ton Post published an excellent article,
written by Henry Owen, discussing in an
optimistic tone the immediate future
needs of the current relief operations.
I ask unanimous consent that the article
be printed in the RECORD.

There being no objection, the article
was crdered to be printed in the REcorb,
as follows:

Biarra SrruaTioN Is Nor HOPELESS ONE

(By Henry Owen)

Few Americans probably read a short news
item last week announcing that an emer-
gency drive was being launched to raise
private U.8. funds for starving children in
Blafra; the main headlines that day were
about Songmy. But even more lives are at
stake in Biafra than Vietnam. As many as
two million Biafran children will live, or
grow up stunted in mind or body, depend-
ing on what Is done in the months ahead.

There Is a widespread vlew In this coun-
try that the situation is beyond repair. This
is dead wrong. It rests on three misconcep-
tions:

Misconception No. 1 is that the only an-
swer to Bilafran starvation 1s ending the
war. The fact is that food relief is highly
effective. It has already saved the lives of as
many as two million Biafrans, mostly chil-
dren.

Misconception No., 2 is that rellef hinges
on opening a surface corridor between block-
aded Biafra and the outside world. This
would be the best answer, and negotiations
to this end are important. But massive relief
can pass, and has passed, through the exist-
ing air corridor. Earller this year there were
as many as 40 cargo flights per night and
this largely met food needs. Now there is
about half that number of daily flights; but
this is still saving the lives of most children
in the vulnerable age group. Clearly, air re-
lief works.

Misconception No. 3 is that there is a
“right” side and a “wrong” side in the dis-
pute between Biafra and Nigeria over relief,
and that this should somehow condition our
approach to the problem.

Nigeria is doing what comes naturally to
any government, including our own a cen-
tury ago: using force to put down secession.
It is using a time-honored method—block-
ade—to this end, and is no more anxious
than the Union was in the Civil War to
weaken that blockade by letting civilian sup-
plies through, Biafra, on the other hand, be-
lieves that it is reliving the American Revo-
lution—trying to create a new nation. Fac-
ing a militarily hopeless situation, its leaders
are not above using the plight of children
to dramatize their case to the world.

Our business is not to judge these two
governments, but to prevent them from de-
stroying a whole generation of Biafran chil-
dren. The lives of these children rest largely
on a small fleet of airplanes, which fly in
to Blafra every night from the nearby Portu-
guese Island of Sao Tomé. Twenty-five crew
members have lost their lives so far in these
flights. Although they are mounted by Joint
Church Aild International, an ecumenical
organization which draws on several coun-
tries for crews and funds, the lion's share
comes from the United States.

It will cost about $9 million to keep these
flights going another six months. Perhaps by
then the war will be over. Translating this
€9 million into children's lives is difficult,
because reliable data are scarce, but it
seems to work out at a little over $10 per
child; relief agencies estimate that 1,000 chil-
dren are dying daily now and that this would
increase to about 5,000 if the flights were to
stop.

Most of the costs of Joint Church Aid are
met, directly or indirectly, by the U.8. Gov-
ernment. But some private funds must be
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raised. Earlier this year, Biafran rellef was
“in" and that money was easy to raise. Now
people seem to be bored with the whole
thing, and it is hard to come by.

Few Americans would pass a child on the
verge of death and not fork up a few dol-
lars to save him. But it's hard to picture that
child without seeing him, and it's harder still
to send the money to an anonymous New
York Post Office box number (Box 4030,
Church Street Station, New York City, in
case you're interested) than to hand it over
in person. But this is what the whole thing
hinges on,

The need is not only to keep the fiights
golng, but to expand them—Iin order to save
the children who are still dying. The obstacle
here is a shortage of bases outside Biafra
from which to mount these flights. Joint
Church Aid is using its existing base to
capacity. Before June, the International
Committee of the Red Cross was mounting
as many as 20 flights nightly from other
bases. When one of its planes made the
mistake of flying at dusk and was shot down
by the Nigerian air force, Red Cross officials
suspended flying until an agreement for day-
time flights could be worked out with Nigeria
and Biafra. This was a traglc—if under-
standable—miscalculation. That agreement
was never reached.

Even if the Red Cross should decide to
resume night flights, it would probably find
the countries from which it formerly flew
reluctant to permit new flights—for fear of
offending Nigeria. Ditto for other nearby
countries which might otherwise provide new
bases. Perhaps vigorous efforts at persuasion
by the United States and other interested
countries would do some good. More distant
African bases may be available, but it would
only be economical to use them for high
value cargo—protein, vitamins, etc.—Iin view
of the large fuel requirement. The idea of
stationing a carrier off the coast has come
to nothing. Apparently no country (not even
Great Britain or France) belleves that 1t can
spare one from urgent operational needs; or
perhaps they are deterred by the possibility
of Nigerian attack.

So the problem—whether we are talking
about keeping up existing flights or expand-
ing them—boils down to one slmple ques-
tion: How seriously do people outside Bia-
fra take the whole business? It has receded
from the headlines, but children are still
dying. In the wake of Songmy, our response
to their need may tell a good deal about
what kind of country America really is.

BRONSON GENTRY RECEIVES VOL-
UNTEER SERVICE AWARD

Mr. GRIFFIN, Mr. President, the city
of Detroit and the State of Michigan are
fortunate to be able to count Bronson
(Butch) Gentry as a resident. Recently
Mr. Gentry was named to receive the
1969 Lane Bryant Award for Distin-
guished Volunteer Service.

Mr, President, I ask unanimous con-
sent that an article published in the De-
troit Free Press of December 2, 1969,
and a statement by the Lane Bryant
awards committee be printed in the
RECORD.

There being no objection, the items
were ordered to be printed in the REcorb,
as follows:

Tor Civic AWARD WoN BY JANTTOR

Bronson (Butch) Gentry, a Detroit janitor
who spends his spare time trying to Improve
living conditions in his east side neighbor-
hood, has won the $5,000 Lane Bryant Award
for Distinguished Volunteer Service.

Gentry, who works as a janitor for the
Borg-Beck Division of the Borg-Warner Corp.
and lives at 744 Tennessee, will accept the
award Thursday night at a dinner at the
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State Department in Washington, D.C. George
Romney, secretary of the Department of
Housing and Urban Development, will be the
guest speaker,

Raphael Malsin, president of Lane Bryant
Ine., which makes the $5,000 award annually,
will present it to Gentry.

He has been actlve for years as a commu=
nity organizer. He led the fight to improve
Maheras Field, a recreational facility which
was deteriorating badly. He also organized
a citizens' vigllance committee to maintain
discipline on school buses.

Last February, Gentry won the Detroit
Police-Citizen Award for outstanding con-
tributions to police-community relations.

THE LANE BRYANT VOLUNTEER AWARDS,

DECEMBER 4, 1869

The historic flight of Apollo 11 has glven a
whole new meaning to the word impossible,
That which for so many centuries stood as a
symbol of the unattainable, now is a shin-
ning beacon of man’s potential for achieve-
ment. And, while illuminating the mag-
nificient heights to which man can aspire,
the very success of the moon landing cast a
harsh glare on the so-called impossible tasks
we still face here on earth.

The Age of the Moon must give way to the
Age of Man as the world faces Its mounting
social 1lls. Through the centuries, man has
efficiently and successfully sought out
physical boundaries to conguer. Now he
must apply the same determination in seek-
ing out the answers to some of the most com-
pelling questions he has ever faced: how
to rebuild decaying cities, feed the hungry,
curb overpopulation, restore the purity of
the atmosphere and the waters, heal the sick,
revise crumbling educational systems, and
initiate learning where there has been none.
The list is long; the task is great.

For many quiet Americans around the
world and in the United States, these im-
possible conditions do not present a new
challenge, but rather a rededication to solv-
ing problems they have been successfully
battling for years, It is these Americans that
the Lane Bryant Volunteer Awards have
sought out and honored from their incep-
tion in 1948,

In reading about the work of the winners
and finalists, an important common denom-
inator emerges—self-help through mutual
involvement. True, each provided aid and
support to those in need. But, wherever pos-
sible, they have gone a step further . . . they
taught others how to begin working toward
their own support and a life of self-rellance
and dignity.

The purpose of the Lane Bryant Volunteer
Awards is to bring this work to the public
attention—not to “whitewash" social ills, but
to highlight them and the positive action
combatting them. Raphael Malsin, founder of
the Volunteer Awards said of them: “They
serve as a kind of x-ray into the inner work-
ings of our society. They {illuminate the
trouble spots, they highlight the symptoms,
they show us the best and the worst. They
are a kind of laboratory where we can see
healing ideas being tested. They are a tribute
to the power of individuals, the best kind of
individuals.”

The 1969 Volunteer Awards are a tribute
to those who would not—could not—be
thwarted by the impossible.

STATEMENT BY THE AWARDS COMMITTEE

On a Monday morning in Detroit, young
children cross at the once dangerous corner
of EKEitchner and Jefferson—safely. They
might have been Kkilled or seriously injured,
as others had been, while the community
was unable to secure a traffic light.

On a Tuesday evening in Detroit, parents
attend a “coffee conference.” They speak in-
formally with their children’s teachers—
gaining valuable insights—bridging the gen-
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eratlon gap. They might have been sitting
at home, asking one another where they
had failed.

On a summer day in Detroit, a group of
youngsters swim in their recreation area’s
new pool. They might have been out van-
dalizing a supermarket.

On Thanksgiving day in Detroit, a woman
serves her fourteen children a fine turkey
dinner, though they had been living on
meager funds. They might have had very
little to be thankful for.

The outlook for many Detroit citizens
might have been very bleak , . . If it were
not for the efforts of Bronson Gentry.

The clty of Detroit, like many others, has
experienced its share of restlessness, dis-
order, vandalism and crime. With his strong
belief in community self-help, Bronson Gen-
try organized his neighbors into groups able
to take action against these social ills,

As scoutmaster of a troop he founded, Mr.
Gentry guided his young men in an exhibi-
tion aimed at curbing vandalism. In addi-
tion, he sponsored a program on crime and
vandalism for local merchants and churches,
and was instrumental in organizing and di-
recting a citizens’ vigilance committee to
maintain diseipline on school buses.

An urban renewal program elsewhere in
the city resulted in a housing shortage in
Mr. Gentry's neighborhood, as well as over-
crowded schools and increased crime. Mr.
Gentry took action. He petitioned City Hall
for the improvement of Maheras Field, a rec-
reational facility that had deteriorated to
the extent that it was no longer safe for chil-
dren. As a beginning he requested the con-
struction of baseball diamonds, to be fol-
lowed by a new field house, and finally, a
swimming pool. The ecity's initial response
was good. However, when the next fiscal year
arrived, the money was suddenly diverted
elsewhere. But not for long. Mr. Gentry went
to work once more, and the money was re-
allocated for Maheras.

Bronson Gentry waged an unrelenting cam-
paign for neighborhood conservation, under-
taking an ambitious battle to have dangerous
and dilapldated houses torn down. He of-
fered reasonable plans for the use of lots left
vacant, organized alley cleanups, improved
street lighting, initiated more frequent gar-
bage pick-ups and regular police patrols. He
saw to it that traffic lights were installed on
busy street corners where they were des-
perately needed, and worked to rid the streets
of abandoned and junked cars.

A leader in the volunteer anti-crime patrol
which keeps a watchful eye on the city, Mr.
Gentry went “into the streets” with a large
group of men to “cool things down"” when a
summer disturbance threatened to erupt
into a riot. As a result of his activities in this
area, he recently received the Police Citizen
Award in recognition of his outstanding con-
tribution to police-citizen cooperation and
understanding. The Detroit News, originator
of the award, felt that Mr. Gentry displayed
a unique sense of the individual’'s obligation
to the community.

Recognizing the problems of overcrowding
in the schools, Bronson Gentry led the fight
for the construction of a new school. As head
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of a Project Advisory Committee, he prepared
educational specifications for the new facil-
ity, which is now located next to Maheras
Field, affording the area’s children a place
to play after school without having to cross
dangerous intersections. Another first for the
school is a community kitchen-lounge for in-
formal parent-teacher conferences.

Bronson Gentry has demonstrated an un-
usual rapport with neighborhood youngsters.
One of his most successful undertakings has
been his work with boys involved in vandal-
ism or petty theft. Parolled in his custody
and “sentenced” to a few weeks of work in
his basement, they spewad every free hour
working with saws and lathes, learning
how to build, to create, to spend time con-
structively. Youngsters rarely want to leave
when the “sentence” has been completed.

As chairman of the Youth Recreation com-
mittee of the Riverview Community Couneil,
Mr. Gentry leads the area's boys and girls in
projects designed to benefit needy families.
Among their yearly activities is the distri-
bution of Thanksgiving baskets to large
families, widows and senior citizens.

Bronson Gentry is not a professional, he
is a janitor in a local factory. He is con-
cerned about his community, and is an in-
domitable force in its preservation. With his
help, the future just might be a great deal
brighter for the citizens of Detroit.

SCHOOL DESEGREGATION IN THE
NORTH

Mr. CASE. Mr. President, the distin-
guished Senator from Mississippi (Mr.
STENNIS) in recent weeks has commented
frequently, both on the floor of the Sen-
ate and in hearings on appropriations for
the Department of Health, Education,
and Welfare, on continuing school
segregation outside the South.

In my view, the situation which the
Senator from Mississippi has pointed up
should be of concern to all of us.

Indeed, many of us are concerned about
segregation regardless of where it exists.
The distinguished leader of my own party
in the Senate, the Senator from Penn-
sylvania (Mr. Scorr), as well as both
Senators from Massachusetts (Mr, KEN-
NEpY and Mr. BrookKEe), just recently
have expressed their concern with this
situation.

As I pointed out during hearings on
the Health, Education, and Welfare ap-
propriations, I believe there is some
justification for feeling that the South
is taking the brunt of the desegregation
effort while the rest of the country is
being let off more easily.

Mr. Leon Panetta, head of the Office
for Civil Rights in the Department of
Health, Education, and Welfare, agreed
with me on this point.

But I disagree with any contention
that the situation in the North justifies
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diminishing the pressure for desegrega-
tion in the South,

In my view, two wrongs do not make a
right. We must get at the problems in
the North, but not at the expense of our
efforts to correct even more severe prob-
lems in the South.

Let me demonstrate what I mean by
a more severe problem in the South.

On Tuesday, the Senator from Mis-
sissippi commented on minority group
enrollment in schools in my own State of
New Jersey.

Because I wanted to have some basis
for determining the relative severity of
the problem in my State, I asked the De-
partment of Health, Education, and Wel-
fare, which provided the figures on New
Jersey to the Senator from Mississippi,
for a comparison of the situation in my
State with that of Mississippi.

The analysis shows that 87.4 percent
of the black students in Mississippi are
enrolled in all black schools while less
than 1 percent of the black students in
New Jersey are similarly enrolled.

On the other side of the coin, 6.7 per-
cent of the black students in Mississippi
are enrolled in schools which have a ma-
jority enrollment of nonblack students
while the comparable figure for New
Jersey is 41.2 percent, according to HEW.

A comparison of Jackson, Miss., with
Jersey City and Newark, N.J,, shows
similar results. I do not want to dwell
on this point or appear to minimize the
need for corrective action in my State or
other areas outside the South by pre-
senting this comparison.

My purpose is only to show that the
greatest need for desegregation efforts
still is in the South, and those efforts
must not be diminished as we seek to
make additional efforts outside the
South.

I would welcome the support of the
Senator from Mississippi in developing
legislation which would direct greater
effort toward eliminating the problem
throughout the country.

Legislation to accomplish this can be
worked out. I shall be glad to join Sena-
tors toward that end. I believe such leg-
islation should be permanent in nature,
not limited to a single year, as an amend-
ment to an appropriations measure
would be.

Mr. President, I ask unanimous con-
sent that a table showing the compari-
son of minority group assignments to
schools in New Jersey and Mississippi,
which I have referred to in this state-
ment, be printed in the REcorp.

There being no objection, the table
was ordered to be printed in the REcorbp,
as follows:

MISSISSIPPI AND NEW JERSEY—SCHOOL ASSIGNMENTS BY RACE, FALL 1968

Reports Mississippi

New Jersey Jackson, Miss.

School systems reportin

. 106 of 148
Schools reporting. - . o oo oo ooeeeaaa 770

Jersey City, N.J. Newark, N.J.

488 of 572 1
2,266 56

1
36

Number

Percent

Number Percent Number Percent

Student enroliment:
American-1ndian.
Negro...

Oriental
Spanish Sur. American.

112
223,784
384

327

Number Percent

17 0.
17,919 6.
19 F
25 .

0.
4.
3

10
15, 998
97
4,521

224, 607

Total minority Lokt

Nonminority (“'White™).

258,
1,143,

18.4
81.6

11, 980

109 46,
816 20,793 5

Total all students

20, 626
16, 457

53
1,401, 925 100.0 38,773 100,

37,083
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MISSiSSIPPI AND NEW UERSEY—SCHOOL ASSIGNMENTS BY RACE, FALL 1958—Continued

Percent Negro
tadents 8

Percent Negro Percent Negro
”.

Percent Negro

students as-

Percent Negro
tudents a Number of

5- Number of

Number of

Distribution of Negro students signed to

ol
schools

5+
signed fo schools signed fo

100 percent Negro schools__.______
99 to 100 percent Negro schools__ ..
90 to 100 percent Negro schools. ...

80 to 100 percent Negro schools.___ .
50 to 100 percent Negro schools

0} to 49.9 percent Negro schools

Percent white
studenls
assigned to

Distribution of nonminority
(white) students

100 percent white schools. _ .. -
93 to 100 percent white schools. ...

90 to 100 percent white schools. ...
80 to 100 percent white schools. .. .
50 to 100 percent white schools_ ..

0 to 49.9 percent white schoals...___

FORMER VICE PRESIDENT HUM-
PHREY DISCUSSES FOREIGN AID

Mr. McGEE. Mr. President, Hubert
Humphrey, who served among us as a
Member of the Senate and as Vice Presi-
dent, has authored a newspaper column,
published in today's Washington Daily
News, to which I invite the attention of
the Senate. The article expresses very
well my own feelings on the subject of
foreign aid and urges us not to take the
easy road of reducing President Nixon's
foreign assistance request this year. Mr.
Humphrey deals with the reality of for-
eign aid’s political unpopularity. But he
deals as well with the need to spur an
end of want In other places around the
globe in the name of peace. I ask unani-
mous consent that his column be printed
in the RECORD.

There being no objection, the article
was ordered to be printed in the Recorb,
as follows:

WE Must HAVE THE COURAGE To CONTINUE
Our PARTNERSHIF WITH OTHER NATIONS
(By Hubert Humphrey )

Frustration over the war in Vietnam has
made it fashionable to talk about the use of
American power in terms such as the arro-
gance of power, the limits of power, the dis-
cipline of power.

This is useful, but we must not delude our-
selves into believing that by not exercising
our power we are not influencing develop-
ments in the world.

The world has become too small, We can-
not turn our back on the hunger and poverty,
and the rising expectations.

While we do not want the military overcom-
mitment of another Vietnam, we must con-
tinue to seek peace thru national develop-
ment, national security, and control of the
arms race.

We cannot buy peace with an 880 billion &
vear defense budget. It has been proved over
and over agaln that real peace does not
come out of the barrel of a gun.

As Pope John XXITIT said, “Where there is
constant want, there is no peace.”

Helping other nations is not always easy.
There is controversy, there is waste, and
American ald does not mean other nations
will march to the beat of our drum,

Since the end of World War II, we have
given $566 billion in economic aid and #36
billion in military aid to other countries, In
addition, we have loaned out another $40
billion.

Several weeks ago, the House authorized
$2.2 billion in foreign aid for this current
1969-70 fiscal year. This is $400 milion un-
der what was requested by the Nixon ad-
ministration. The Senate now must act.

President Nixon requested $375 milllon for
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military assistance plus $605 million in eco-
nomic assistance for Latin America, $625 mil-
lion for the Near East and South Asia, $440
million for Vietnam, $234 million for East
Asia, and $185 million for Africa.

The President recognizes the political un-
popularity of foreign aid. During the cam-
paign he sald, “Let us remember, the main
purpose of forelgn aid 1s not to help other
nations but to help ourselves.”

His 1969-T0 foreign aid request is the
smallest of the options presented to him at
a8 March meeting of the National Security
Council, and it represents a cut of $138 mil-
lion from the budget request of the outgo-
ing Johnson administration.

President Nixon is probably right in his
political assessment. A large foreign aid re-
quest would have come under sharp attack
in Congress.

But, as a nation, we cannot be very proud
of our steadily declining investment in the
development of other nations. We cannot be
proud of the fact that we spend 40 times more
on our military as on our efforts to bring
about peaceful change. We cannot be proud
of the fact that six other nations invest a
greater share of their resources in helping
others.

The have-not nations have been growing
at an economic rate of about 5 per cent a
year. Except where oil has been discovered,
no poor country has been able to make sig-
nificant progress without foreign aid.

This growth rate can be accelerated if
we do not continue to cut back our foreign
ald investment.

We now invest less than four-tenths of
1 per cent of our gross national product in
foreign aid. The Commission on International
Development headed by Canada’s former
prime minister, Lester Pearson, recommends
a goal of seven-tenths of 1 per cent by 18756—
almost double our current level.

I think we should meet that goal. We can
afford to take at least an additional $2 billion
of the £80 billion a year we are spending on
the military and invest it in peaceful change.

To avold the political problems, that
sometimes go with foreign aid, we should
channel more of our investment thru multi-
lateral development agencles such as the
World Bank, the Asian Development Bank,
the- Inter-American Development Bank, and
others,

We should try to separate our short-term
political interests from our foreign aid pro-
gram. We have learned by now that we can-
not buy allles, but we can invest in develop-
ment. Development is the new name for
peace.

We should re-examine the practice of tie-
ing aid to the purchase of goods in this
country, It adds to costs. Foreign aid donors
should reduce and gradually eliminate these
restrictions.

Terms on loans must be liberalized. Too
many have-not nations are so deeply in debt
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that they must use long-term loans to pay
off short-term loans. Future loans should be
at interest rates of 2 per cent or less over
a term of 25 to 40 years.

None of these steps will have any lasting
significance if we do not defuse the popula-
tion time bomb.

If birth rates are not cut, we will see grow-
ing famlne, social unrest, and political in-
stability. It is estimated that the world pop-
ulation will double by the year 2000.

If a nation can cut its birth rate in half,
it can raise its living standard by 40 per
cent In a single generation,

Family planning is one of the best invest-
ments we can make in the developing
nations,

We must have the moral and political
courage to continue our partnership with
other nations.

The majority of the world's people still
go to bed hungry each night; four million
people will die of starvation next year.

Helping these poor countries achieve some
semblance of economic progress and stability
is the only sensible thing we can do in this
increasingly warlike world.

I urge the Senate to not take the easy
political road of reducing President Nixon's
foreign aid request. As President Kennedy
said, “Peace and freedom do not come cheap.”
We can do better,

DEATH OF MRS. BEATRICE KENEN

Mr. SCOTT. Mr. President, it is my sad
duty to inform this body that Mrs. Bea-
trice Kenen, the wife of Mr. I. L. Kenen,
executive director of the American-
Israeli Public Affairs Committee, died
Mor;day at the George Washington Hos-
pital.

The Kenens have been our friends for
many years, and I want to take this op-
portunity to notify the Members of this
body of her untimely death. The last time
I spoke with Mrs. Kenen was at the
White House reception in honor of Mrs.
Golda Meir, Prime Minister of Israel.

Mrs. Kenen was known especially for
her role in the Hadassah organization
which supports hospitals and children's
activities in Israel. She served as staff
director of 23 U.S. national Hadassah
conventions.

The former Beatrice Bein, Mrs. Kenen
was born in Brooklyn, N.¥. She grad-
uated from the University of Toledo in
1926. In 1927 she married Mr. Kenen,
a newspaperman who later became a
leader of pro-Israel groups. In addition
to serving as executive director of the
American-Israel Public Affairs Council,
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he is editor of “Near East Report,” a
widely read periodiecal.

Mrs. Kenen also leaves a son, Dr.
Peter Kenen, who is the provost of Co-
Jumbia University. The Kenens have
made their home in the National Capital
area since 1953. They lived previously in
Cleveland, Ohio, and Riverdale, N.Y.

Funeral services will be held at 2 pm.,
Wednesday, at Temple Sinai in Washing-
ton, D.C.

Murs. Scott and I offer our condolences
to Mr. Kenen and the Kenen family for
their loss. She was a great Jewish woman.
We loved her dearly.

BOB ROBERTS TELLS IT LIKE IT IS

Mr. MURPHY. Mr. President, in Sep-
tember, Mr. Harry Barker who is general
manager of radio station KQMS in Red-
ding, Calif., broadeast an editorial orig-
inally aired by Bob Roberts of radio sta-
tion KVI in Seattle, Wash. Many in our
Nation have been asking searching ques-
tions about our country and demand:
“tell it like it is.”

Mr. President, Mr. Roberts has done
that and, to his great credit, so has Mr.
Barker. I ask unanimous consent that
the KQMS editorial be printed in the
RECORD.

There being no objection, the editorial
was ordered to be printed in the Recorbp,
as follows:

EQMS EDITORIAL

The following is an editorial by Harry Bar-
ker, General Manager of KQMS Radio:

It isn’t often that we re-broadcast an edi-
torial broadcast previously on another sta-
tion, but we believe this one written and de-
livered by Bob Roberts of KVI—Seattle,
Washington, is worthy of your consideration,
and ours as well. We gquote Mr, Roberts:

There’s something that needs to be sald
about this country. And since no one seems
to have the gumption to say it, I guess it's
uptome . . .

I have had it up to here with persons who
are trying deliberately to tear my country
apart. And it's way past time to throw at
me that tired old wheeze about being a flag-
waver. You're damned right I'm a flag-waver,
and I got a right to be one the hard way.

I have had it with pubescent punks, wal-
lowing in self-pity, who made a display of
deploring their birth into a world which . ..
to use thelr sissy expression . . . they didn't
make.

Well, I didn’t make the world I was born
In either, And neither did the men who are
worthy of respect. They just went about and
made something out of it.

The men I grew up with were fetched up
in a logging camp. They were the immigrant
sons of every cast-off race there is. And they
didn't have a hell of a lot of knowledge at
home to start them off, either . . .

But I can write you a song about the son
of a Po Valley coal miner who became a na-
tionally renowned physicist; about doctors,
lawyers, teachers, forestry specialists, conser-
vation experts and men of the cloth ... In
the Seattle-Tacoma area . .. who came out of
that logging camp, And about the son of a
Danish mechanic who is one of the best
friends I've got . . .

So don’t give me your whinning, whimper-
ing, self-pitying-claptrap about how this
country is letting you down . . .

I have had It with hipples, brainless In-
tellectuals, writers who can't write, painters
who can't paint, teachers who can’t teach,
adminstrators who can't administrate, en-
tertainers who fancy themselves as sociolo-
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glists, and Negroes who castigate as “Uncle
Toms,” the very men who have done the
most to demonstrate to all of us the most
important quality in America . . . Individ-
ual enterprise and responsibility ... Dr.
George Washington Carver, Archie Moore,
Bert Willis, Booker T. Washington, Roy Wil-
kins, Justice Thurgood Marshall, Duke El-
lington, Count Basie, Nat Cole, the Mills
Brothers and their father ... and many
more . . .

I've had it with those cerebral giants who
think it's smart to Invite drug advocates
to lecture in their classrooms, and with
teaching curlosities like that one in the
Mercer Island School District who Invited
a Black Power spokesman to dispense a lec-
ture of flag-burning . . .

I've had it with people who are setting
about deliberately to rip mankind’s noblest
experiment in decency . . .

And I'm going to tell you sometkhing. If
you think you're going to tear down my
country’s flag and destroy the institutions
my friends and members of my family have
fought and died for, you're just going to
have to climb over me first . . .

And, buddy, you'd better get up awful
early in the morning.

‘We wholeheartedly agree with Mr, Roberts,
and appreciate his permission to deliver it
to the people of Northern California.

POLLUTION

Mr. MOSS. Mr. President, I wish to
commend the nine Members of the House
of Representatives who, in a press con-
ference last week, called for a 10-year
national commitment to clean up the
environment. Their concern with the
growing pollution of this planet is well
founded and in full accord with the

warnings that I have been issuing for
many months past.

If we continue to pollute our water and
our air and pile up our wastes, our globe
will eventually become uninhabitable.

This may sound farfetched, espe-
cially coming from a Senator who repre-
sents a Western State of wide-open
spaces, but the telltale figures are there.
There is scarcely a river left in the
United States that is not polluted, and
some of them to the point of being to-
tally unusable for any purpose, other
than as a sewer. Even our greatest rivers,
such as the Hudson, the Potomac, and
the Mississippi, are polluted to the point
that contact with their waters in many
places is dangerous and must be prohib-
ited. Lake Erie is all but dead now.

And our air in our cities is polluted.
Recently I read an article in the press
that attributed the death of some chil-
dren in Chicago to polluted air. And we
know that figures show that at various
times when pollution is heavy over Lon-
don, there is a sharp rise in the inci-
dence of death and disease. So pollution
is taking its toll in our big cities, and
indeed more and more into our country-
side. Even in my beautiful city of Salt
Lake City our skies are black and tem-
perature inversion puts us under a
blanket hidden from the sun. We have
known for years the pollution in Los
Angeles and New York, but now we are
aware that it is in the small cities of our
land as well.

And finally, there is the problem of
solid waste disposal. The open garbage
dump is no longer tolerable, but the cost
of disposal increases when treatment is
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necessary. Some cities send their solid
waste by train many miles in order to
find a place to dump it in an unpopu-
lated area. For years some cities have
taken their garbage to sea and dumped
it in the ocean. Incineration is used and
cut and fill disposal on the land is use-
ful. But whatever method is used, there
must be sanitary disposal and the solid
waste must not be used to become an air
pollutant.

These are problems to which this coun-
try must address itself now. In fact, all
the countries of the world must face
up to the problem now. As our popula-
tion continues to increase and as our
use of goods with their wrappers and
bottles and surrounding material in-
creases, we must have ways of disposing
of our garbage without polluting our
waters and our skies. Recently I ad-
dressed a dinner meeting in New Haven,
Conn., on this subject. I ask unanimous
consent that this speech be printed in the
RECORD,

There being no objection, the speech
was ordered to be printed in the REcorbp,
as follows:

OUr ENVIRONMENTAL CRISIS

Ladies and gentlemen, I propose to talk
to you tonight about the Natlon's environ-
mental crisis—about the staggering pollution
of our alr and our water.

I am sure you know about this gallop-
ing national disease—there is scarcely a citi-
zen or a community in the United States
which has not been affected to a greater or
lesser degree.

When the Mormon pioneers arrived in Salt
Lake valley in 1847 it was barren and dry.
But the air was clean and the streams from
the mountains ran clear and sparkling.
Today smoke and smog choke the skies of
this magnificent Utah land of Zion, and the
sparkling streams empty into the river Jor-
dan and into the Great Salt Lake grimy and
laden with refuse,

What has happened 1s a by-product of in-
dustrial civilization—a by-product almost
no part of the country has escaped, includ-
ing I am sure, your own beautiful and pros-
perous Connecticut.

The mass of our people out across this
country really only became aware of the
massive pollution of our waterways and our
air about ten years ago.

Bince that time we have experimented and
legislated in the hopes that we could develop
the means to save what is left of our life
support system. But although we have
passec more laws, and spent more money
and conducted more experiments than ever
before, the fact remains that we are losing
the battle,

We are actually further behind now than
we were ten years ago in cleaning up our
waterways and keeping pollutants out of
the air. Experts are plainly frightened. Smog
is no longer a joke. Water is unfit to drink.
Rubbish is burying the affuent soclety
which produced it.

Something new and greater must be done—
and done soon—if mankind is to survive.

Lake Erle iIs all but dead. One scientist
has suggested that the only way it can be
saved is to punch a hole in the bottom, and
let the heavy gook drain out, as it would
in a bathtub.

The fabled Potomac is an open sewer as
it runs through the Nation's Capital, Fish
are dying and our birds are disappearing.

The great Mississippl River Is already bad-
ly polluted by the time it reaches St. Loulis,
but from that point onward, it is so
filled with petro-chemicals and other in-
dustrial oils, chemicals and slaughterhouse
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wastes that State health departments and
the Federal public health service have posted
signs forbiding people to even eat lunches
along the banks of it, let alone go wading in
the water, or water skiing.

The concentration of infectious bacteria
In just the spray from the river, when de-
posited on a person's face or lips, can cause
typhoid, colitis, hepatitis, diarrhea or in-
fections in the bloodstream.

The same is true to a greater or lesser
degree of all of our rivers—large and small—
just name any one of them.

We have water, water everywhere, and not
an unpolluted drop to drink.

No death certificate has yet ever cited pol-
luted air in the United States as a cause
of death, but the U.S, Surgeon General says
frankly that air pollution is killing and dis-
abling Americans in every area of the Na-
tion. Our lung cancer rate is twice as high
in large metropolitan areas as it is in rural
areas, and experts tell us it contributes sig-
nificantly as a cause or aggravating factor in
acute respiratory infections, chronic bron-
chitis, chronic constrictive diseases, venti-
latory diseases, pulmonary emphysema, bron-
chial asthma as well as in lung cancer,

We hear people say:

“Technology created pollution. It can also
solve it."”

Technology has offered us many ways to
control pollution—spectacular ways. It has
shown us both how to control municipal
wastes, and how to cease degrading our en-
vironment with industrial processes. But the
adjustments which must be made are so
enormously expensive that we have Jjust
nibbled at them.

The Federal Government has not been will-
ing to spend the money that must be spent,
nor have the States and the communities.

Bome segments of our industrial commu-
nity have responded and are already making
changes in their processes to curb environ-
mental contamination, but other segments
have placed profits before people, and con-
tinue to save money by making dirty air and
polluted water pay part of the price we give
for the constantly improving products and
services we all enjoy. Even tax incentives
have not moved them to action,

How much would an all-out assault on pol-
lution in the United States cost?

Hold on to your chair while I tell you.

If all forms of pollution were to be tackled,
the combined municlipal, State, Federal, in-
dustrial and private expenditures could rise
as high as ten billion a year for twenty
years—or & total of 200 billion dollars.

Ladies and gentlemen, the time has come
to review our national priorities. We can
have a clean environment. We do not have to
pollute our streams. We do not need to litter
our landscape. We do not have to suffer the
pollution of our air.

The only serious question which remains
is the emphasis we are willing to place on
these programs and the amount of money we
are willing to pay to implement them.

In the late 1950’s the Nation decided to
embark on a space program which would put
us ahead of our competitors. I think that we
can say that 10 years and nearly $30 billion
later, we are ahead.

Twenty years ago, following a massive war,
we decided that never again would the peace
be sacrificed due to the lack of military
capacity to respond to threats to the peace.
I think we can say today that we have the
military capabilities to so respond.

A lengthy discussion of our computer tech-
nology, our transister technology and our
transportation technology would only in-
dicate the extent to which we have the
capacity to deal with problems which con-
front us. The critical difference between that
which we have done in space and defense
and medicine and what we need fo do to
protect the environment is the sense of
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urgency and immediacy with which our
leaders view the challenge.

If the Federal Government indicated im-
mediacy by making a total financial commit-
ment to the development, installation and
operation of pollution control facilities for
all communities and for all industries, on
the scale of the space program of the de-
fense program, we would achieve pollution
control.

Are these unrealistic responses to a prob-
lem whose solution should be a cost of doing
business or living in this country?

Industry uses alr and water to produce
goods and leaves waste by-produets in the air
and the water. Pollution should be one of
the costs of doing that business. The cost of
controlling pollution should be a part of the
cost of the product.

Communities are people. People pollute
whether they burn their garbage in their
backyard, burn it in community incinerators,
or deposit their wastes in the river that flows
nearby. This pollution is a cost of living, and
the residents of a community have an
obligation to pay the cost of pollution
abatement.

Investments by cities, industries, and the
Federal government should be items of high-
est priorities. But how high on the list of
national priorities is 1t? Where does pollu-
tion rank with defense, space, urban re-
newal, mass transportation, welfare as-
sistance, food stamps, law enforcement, and
a host of other vital public issues?

Apparently no such assessment has been
made by this administration. We know that
defense expenditures are important. We are
told that both the Mars landing and the
search for biological life on the planets are
important. And now we have been told that
Federal investment in a supersonic plane is
important.

But there is little indication of how far the
present administration is willing to go to
meet domestic problems which will not wait
for solution. Pollution pays no attention to
timetables dictated by political pressures or
lack of leadership.

The President’s environmental quality
council has announced that we will have a
low-emission motor vehicle by 1990: Approx-
imately 15 years later than is urgently neces-
sary.

But that council has said nothing about
funds needed to construct municipal waste
treatment facilities. It has said nothing
about proposals to allow a rapid write off for
industrial pollution control equipment.

Leadership and commitment must be
forthcoming if this Nation wants to avold
an environmental debacle during the next
two decades.

Just a couple of weeks ago the United
States Senate took a glant stride toward
water pollution control. We voted to appro-
priate 1 billion dollars for the fiscal year
1970 to implement the Clean Water Restora-
tion Act of 1966, This is the first time that
Congress has appropriated as much money as
the Congress had authorized for a water pol-
Iution control program,

When we passed the bill some four years
ag0 we led the States and municipalities to
belleve that we would make a billion dollars
a year avallable for matching construction
grants for waste treatment plants.

That we finally did so this year was a sig-
nal victory for national priorities over budg-
etary expendiency.

However, even a full funding only a small
part of our nation-wide needs can be met.
The States responded to the incentive we
offered in the 1966 act. They have approved
bond issues. They have raised taxes. They
have set water guality standards on the as-
sumption that the Federal Government
would meet its commitments.

So, if this full &1 billlon r2mains
in the appropriation bill—and it has yet to
run the gamut of the House-Senate confer-
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ence committee—the Federal Government is
only beginning to meet its commitment to
the States.

Some of us in the Senate are also trying
to increase funds for the Air Quality Act of
1967, which is the basic air pollution control
legislation. The administration requested
only 18 million for fiscal 1970. I have asked
that the full authorization of 45 million be
appropriasted by the subcommittee handling
this bill. We will know in a few weeks how
successful this has been, If we don't win in
committee, we will fight on the floor of the
Senate.

So, as I say, we are making some progress,
but by no means enough progress.

We really do not yet have the sense of
public urgency in this country—the fear, the
anger, the outrage—that we must have if
we are to reclaim our environment.

There's a story about Noah Webster, the
dictionary man. Bathing, it's said, was ab-
horrent to him. One time a woman standing
behind him at a gathering, said to a com-
panion, “That's Noah Webster, he smells
badly.” Webster turned and said: “Lady, you
smell badly: I stink!"

The story usually is told to emphasize the
misuse of the adverb. I tell it to emphasize
a word: stink. Some people think it is not
a nice word. To me it Is a working word; it
has impact. Nice words, like nice guys, as
Leo Durocher once said, don't win,

Without stink, it might be said that we
would have very little pollution control. If
people cannot smell it, or see it, or taste it;
if it does not cause illness—in short, if it
does not affect them directly, they do not
care whether anything is done about it or
not,

Sometimes even when they can smell it
and see it they will do nothing about it un-
less forced,

The same people who vote down sewage
plants and school bonds, buy television sets,
transistor radios to carry about, power lawn
mowers for postage stamp lawns, clothes
dryers, and air conditioners. Some of them
probably spend more in a year on cigarettes
than the bonds would cost.

I do not criticize their spending. I merely
point out that they will put up money for
things they want—in fact, will go into debt.
And in this nation the art of making people
want things, including what they don't need,
has been developed to the point where it
dominates our economy, if not our culture.

We are on a collision course with our en-
vironment, and I am troubled by inaction
on nearly all environmental fronts.

Not that we aren’'t spending a great deal
more money on the protection of the en-
vironment than we did a year ago or ten
Years ago—we are,

Not that we are not more capable of polic-
ing environmental hazards than we were a
year ago or ten years ago—we are.

Not that we aren't more capable of under-
standing environmental pollution than we
were a year ago or ten years ago—we are.

But we are simply not doing enough. We
are simply not racing fast enough against
time.

We won't stave off catastrophe until all of
us are sufficlently aroused about the rape of
our environment—as aroused s we all are
now about the rape of Mylai.

We must feel as strongly about ending
pollution as we do about ending the war in
Vietnam.

We must all of us—the Federal Govern-
ment and all other levels of Government,
our industrial leaders and all other levels of
industry, our scientific leaders, and all mem-
bers of the sclentific community, and the
rank and file of our people—the entire mix
that makes up America—we must all start
agreeing on what must be done, and be
willing to finance it, individually and col-
lectively,
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If we do not, I predict that in a few years
you will be seeing moratoriums to end the

pollution of our environment, and pollution
protests instead of war protests.

THE SILENT MAJORITY

Mr. McGOVERN. Mr. President, the
discussions in recent weeks of the vir-
tues of silence—especially when it has
majority approval—makes pertinent the
observations of Mr. Arthur Hoppe in to-
day’s Washington Star.

I ask unanimous consent that M.
Hoppe's column be printed in the REcorp.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

THANK GOODNESS FOR MR, AGNEW

Mr. Agnew has again spoken out out-
spokenly against “the outspoken minority”
which is trying once more to lead The Silent
Majority astray.

It's fortunate The Sllent Majority has a
spokesman of Mr. Agnew's callber to keep
reminding it of its righteousness. And he's
absolutely correct, Down through history,
The Outspoken Minority has time and again
attempted to confuse, boggle and mislead
The Silent Majority with results that could
have proved disastrous.

All this is well documented in that well-
documented work “A History of The Silent
Majority”, or “They Said It Couldn't Be
Done.” Excerpts follow.

The Silent Majority, as we know it today,
dates from biblical times. One of the earliest
allusions appears in the story of Noah.

Noah, a hare-brained fanatlc, warned of a
dire flood and bullt a huge ark on dry land.
And, oh, how The Silent Majority laughed as
he sat marooned on his vessel over the years
while the flood he awalted never came.

In classical times, The Sllent Majority
flowered, reaching its peak during the Roman
Empire when it fully approved a welfare
program of bread and circuses and trusted
hired mercenaries to dispose of such minor
problems as the Huns and Visigoths.

Down through the Middle Ages. The Silent
Majority was silently active.

In religion, it gave its silent support to
the Inquisition and the massacre of the
Huguenots, all to the greater glory of God.
And if it hadn't enthusiastically backed The
Crusades, the Middle East today might be
in the hands of the Moslems.

It is this quality of supporting the right
war at the right time that has so enhanced
the reputation of The Silent Majority. Let
us merely point out that If The Silent Ma-
jority Iin France hadn't wholeheartedly
cheered on Napoleon, it's doubtful the Rus-
slans would now all speak French.

The contributions are endless. In science,
who suppressed the wild theories of Coper-
nicus and Galileo? In medicine, who scoffed
at the weird concept that diseases are caused
by evil little organisms no one can see? In
thearts...

But why go on? The examples of The Silent
Majority's steadfast stand for the truth are
legion.

So Mr. Agnew's right. Trust The Silent
Majority.

Why if it weren't for The Sllent Majority's
enthusiastic approval, we wouldn't be fight-
ing a glorlous crusade today In Asia.

And if you don't belleve it's a glorious cru-
sade, you can ask the one true hero of The
Silent Majority—the man who received more
votes from The Silent Majority than any
other candidate In history—our beloved
President, Lyndon B. Johnson.

So thank goodness for Mr. Agnew. It
can be safely sald that he's the most bril-
liant, forceful, representative spokesman for
The Silent Majority in this whole flat world.
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PROPOSED DEPARTMENT OF NAT-
URAL RESOURCES AND ENVIRON-
MENT

Mr. MOSS. Mr. President, a report
published in yesterday's Washington
Post indicates that the Nixon adminis-
tration is moving toward support of a de-
partmental reorganization which I have
long favored. Carroll Kilpatrick wrote
that protection of America’s physical re-
sources will become a more dominant
Nixon theme next year, and that Sec-
retary of the Interior Hickel has rec-
ommended establishment of a Depart-
ment of Natural Resources and Environ-
ment. In 1965, I introduced legislation
to create such a department. My bill was
reintroduced in the 90th Congress and
again this year. The progressive deteri-
oration of the environment, plus the Na-
tion’s expanding need for raw materials,
makes the establishment of this agency
ever more important. I commend the
President for making natural resource
protection a matter of high priority and
pledge full support for the creation of a
Department of Natural Resources and
Environment.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp two
articles published in the Washington
Post of Sunday, December 7, 1969—the
one by Carroll Kilpatrick, which I have
mentioned, and one concerning a major
installation of Bethlehem Steel which
will reduce the pollution pouring into
Lake Erie.

There being no objection, the articles
were ordered to be printed in the Rec-
orD, as follows:

Nmxon To Press IMPROVEMENT IN QUALITY
OF 1970 EVIRONMENT
{By Carroll Kilpatrick)

The quality of the environment and the
need to protect the nation's land, water and
other physical resources is now expected to
be a dominant Nixon administration theme
next year.

The President began work several weeks
ago on the State of the Union address—his
first—which he will deliver to a joint meet-
ing of Congress next month.

As the message began to take shape, the
environment was the major domestic theme,
officials said last week.

Mr, Nixon himself pulled aside the cur-
tain a bit when he told the natlon’s gov-
ernors and their wives that when he speaks
to them next, in February, i1t would be on
how to challenge young Americans “to move
forward on the whole subject of the quality
of life in America,” including environment.

Earlier this year, Mr. Nixon established
the Environmental Quality Council and has
met a number of times with it.

In addition to attacking alr and water
pollution, the President said that the em-
phasis should be on “how Wwe can move
forward on all fronts so that life in this
country in addition to being very rich and
very strong can also have that extra di-
mension of idealism” that caught the imag-
ination of the world at the time of the birth
of the Republic.

A high official sald that one example of
what the President was talking about was
a #15-billion Interior Department plan to
attack water pollution.

Becretary of the Interior Walter J. Hickel
has proposed a plan whereby the federal
government would cooperate with the states
and local communities in attacking this seri-
ous problem. It would be a 20-year, pay-as=
you-go plan with the federal government
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guaranteeing the principal costs and the
local governments guaranteeing the interest
costs on the necessary bonds.

Hickel has estimated that it would cost
$10 billion to protect the rivers and lakes
from the discharge of sanitary sewers and
$5 billion from the discharge of storm sew-
ers. He sald storm sewers can be almost as
polluted as sanitary sewers,

Hickel has argued that a “national com-
mitment” must be made, with the federal
government providing guidance and the cap-
ital Investment and local communities do-
ing the work.

This fits the President's concept of the
new federalism, Hickel believes. The pay-
as-you-go feature amortizes the huge cost
over a period of years, making it possible to
launch the program without large initial
expenditures.

Hickel also has recommended the estab-
lishment of a new Cabinet department, that
would be known as the Department of Nat-
ural Resources and Environment, to take
over much of Interior’s work and other
environment work scattered im other
departments.

STEEL PUsHED INTO CURBING
LagE EmiE PoLLUTION

(By Philip D. Carter)

Lackawanwa, NY—AIl but hidden
amidst the sooty, clamorous expanse of
Bethlehem Steel Corporation’s Lackawanna
plant is a $27-million monument to public
rage, state power and the alchemic art of
public relations.

The monument is a scattered complex of
new devices for reducing the corporation's
share of the pollution of Lake Erie.

The devices are there because a concerned
public demanded them and an aroused state
government required them. Mining gold from
a leaden duty, the corporation last week
treated newsmen to a tour of what one
executive proudly described as a “real ring-
dinger of an anti-pollution plant.,”

The occasion, as such things go,
auspicious.

According to the corporation’s figures, 6.5
per cent of Bethlehem's entire capital invest-
ment for the past five years has gone for
water and air pollution abatement. In the
next five years, executives predicted, the
figure will rise to 11 per cent.

At the corporation’s shiny new $1-billion
plant at Burns Harbor, Ind., a centralized
$£43-million water-treatment facility is hold-
ing the plant’s pollution of Lake Michigan
well within the margins permitted by the
state., The treatment plant—unlike the
Lackawanna facilitles—was part of the steel
mill’s original design.

The corporation’s executives do not try to
deny their past sins—which, particularly on
Lake Erie, have long been conspicuously vis-
ible.

Together with the 600 other industries and
scores of communities ringing the lake, the
corporation for decades used Lake Erie as a
handy glant sewer, discharging uncounted
tons of wastes into its waters with scarcely a
second thought.

Combined with the unceasing runoff from
farmlands laden with fertilizers and insec-
ticides, plus chronic spillage from oil wells
and tankers, this steady corrosion of the
natural balance of the lake's ecology has
taken a devastating toll.

Once-clean beaches have been closed to
the public. Fish have died by the millions.
Heavy silting has vastly accelerated the natu-
ral, gradual filing-in of the shallow lake's
floor.

Today, the hottest scientific argument
about Lake Erie is whether It is dead or
merely dying. Bethlehem Steel, like other
corporations, is belatedly paying for its share
of the blame.

The company's abrupt turn-around is

BETHLEHEM

was
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directly traceable to a September, 1966, edict
from the state department of health that
Bethlehem clean itself up by January, 1970,
or shut down.

The order had a sharply bracing effect
on an industry which—like others—pre-
viously saw no profit in controlling pollution,

A less tangible—but equally significant—
motivation for Bethlehem's rapld efforts to
clean up the Lackawanna plant was its grow-
ing awareness that pollution had suddenly
become bad public relations.

““Hell, every time Bill Mauldin draws a pol-
lution cartoon, there's a blast furnace in
the background belching I'“.ck smoke,” a
Bethlehem executive observed last week. “We
were what you might call highly visible.”

Particularly on Lake Erie.

After Niagara Falls, just north of nearby
Buffalo, the Lackawanna plant is easily the
most prominent landmark on the eastern
shore of the lake—a hunking, gray, five-mile-
long jumbo of coke ovens, blast furnaces,
slabing mills, sheet mills and bar mills em-
ploying 19,000 workers.

“We were a blg, fat target,” an executive
confided, “and we took our licks.”

As a consequence, Bethlehem officials talk-
Ing to the press are as likelv to discuss *“‘en-
vironmental quality control” as corporate
earnings.

The public relations department has led
the refrain. “Item No. 1" in a fat publicity
kit given newsm.n on last week’s tour of the
Lackawanna and Burns Harbor plants began
with this announcement:

“Process water returned to Lake Erie by
new water quality control facilities at
Bethlehem Steel Corporation’s Lackawanna
plant is as clean as the original lake water.”

Not all the Lackawanna facilities were in
operation at the time of the visit. Because of
a construction strike and delays in winning
state approval of several anti-pollution proj-
ects, the bulk of the water used by the plant
was being returned to Lake Erie untreated.

Company officials estimated that normally
half the 325 million gallons of water “bor-
rowed” dally from Lake Erie is polluted dur-
ing use In the plant. Of that 162.5 million
gallons, only 16 million were being treated
last week. But the rest, executives assured
visitors, would be under treatment next year
or not much later.

Most of the facilities now in operation or
under construction are high-rate filters,
much like those for swimming pools, for re-
moving solid particles end oil from water
used in processing hot steel.

Other clarifiers, officials said, will be in-
stalled to clean waste water from basic
oxygen and blast furnaces. In addition, they
sald, the toxic water collected from coke
ovens will soon no longer be discharged in-
to the lake.

Two other anti-pollution plans of the cor-
poration have encountered significant ob-
jections. Although approved by the state, a
plan to use a deep disposal well to dis-
pose of water containing hydrochloric acid
has been attacked by geologists who argue
that too little is known about the region’s
subsurface geology to risk the project.

The company has argued in response that
the acid wastes will be Injected into saline
water trapped below ‘“protective and im-
pervious” rock layers 3,800 to 4,300 feet
below the earth’'s surface where they will
pose no threat.

The plant’s other remaining pollution
problem remains unresolved. Like other in-
dustries, the Lackawanna plant has been
dumping solid wastes—primarily slag from
steel furnaces—into the lake. The company
contends that fishing has actually been bet-
ter around the slag piles than elsewhere in
the lake, but conservationists have ob-
jected.

SQUARE MILE SOUGHT

Now the corporation hopes to acquire from

the state a square mile of shallow lake
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water within which it can dump its wastes
and seal them off behind a watertight bar-
rier. Again, conservationists and others have
objected and the state has not yet approved
the project.

Barely mentioned in the course of last
week’s tour was the Lake Erie plant's sys-
tem of disposing of human wastes collected
in its sanitary sewer system. When gues-
tioned, officials revealed that the sewage is
simply released into the sewer system of the
city of Lakawanna. The city dumps its sew-
age in the lake.

Company officials repeatedly argued dur-
ing the tour that municipalities—not in-
dustries—are the nation’s biggest polluters.
But it is industry, they said, which is called
upon to foot the bill.

“These (anti-pollution) facilities,” said
John E. Jacobs, Bethlehem's vice president
for operations, “‘contribute absolutely noth-
ing to our profitability or our efficiency. . . .
Sometimes it seems to us that industry is
the only segment of our society called upon
to spend the money to control the pollution
that we all are making.”

The fact, however, is that in New York
state, voters five years ago endorsed a $1-
billion bond issue that is the backbone of
the nation's most ambitious state water pol-
lution program. The program focuses on
cleaning up the state’s sewage-clogged rivers
and lakes.

Originally, the program was intended to
spread the burden for pollution control
among three different sets of taxpayers—
state, local and federal.

Although Congress has repeatedly author-
ized the Federal Water Pollution Control
Administration to pay as much as 30 per
cent of New York's anti-pollution costs,
actual federal contributions have averaged
only about T per cent.

However, Congress last week appropriated
a record $800 million to assist states and
communities to construct waste treatment
plants and facilities. The Nixon administra-
tion had proposed spending $215 million on
the plan.

Of the amount appropriated, New York's
share will be a relative drop in the bucket.
Hard-pressed New York municipalities,
which were supposed to contribute 40 per
cent of the funds for the state’s original
anti-pollution program, have in fact relied
largely on state assistance. As a consequence,
even with new federal assistance the state’s
$1 billion for treating municipal sewage will
have virtually disappeared by the end of
1970,

By then, Bethlehem's Lackwanna plant
will no longer be polluting Lake Erie, and its
anti-pollution plant will be a practical as
well as a public relations success. But like
public waters elsewhere in the state, Lake
Erie will be little clearer or cleaner than
before.

It may be too late to win an audience, but
Bethlehem Steel would like the world to
know that it does not feel entirely respon-
sible.

THE VICE PRESIDENT AND THE
MEDIA

Mr. DOLE. Mr. President, I read the
statements of the Senators from New
York (Mr. Javits and Mr. GOODELL)
criticizing the Viece President of the
United States for his speeches about the
news media and assuring the media that
they have “champions” in the Senate and
do not need to be inhibited.

Mr. President, I was very much in-
terested in their comments and certainly
want to take them in “good faith,
equanimity, and understanding” as one
of the Senators requested. But what the
Senators ask the Senate and the adminis-
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tration to do, I fear they have not done
with the Vice President’s speech. Ref-
erences to the Vice President’s “Menac-
ing tones,” “abusive words for commen-
tators,” and “divisive rhetoric and sim-
plistic solutions” are ‘“not particularly
conducive to rational debate.”

Mr. President, I have read the text of
all the speeches delivered by the Vice
President about the media. Throughout
his speeches he emphatically denied ad-
vocating any kind of news censorship.

Rather, as I interpreted the Vice Pres-
ident’s remarks, he was seeking to stim-
ulate discussion on the responsibility of
the media in reporting the events of our
day to the American people. It is appar-
ent from the ensuing discussion that he
has achieved this objective. But what
concerns me is the overreaction of many
in the communications industry. Instead
of stimulating self-analysis, many have
tried to cloud the issue by trying censor-
ship and intimidation. At the same time,
those who saw political advantage in de-
fending the media set out to attack the
Vice President by disregarding the thrust
of his speeches.

I was happy to note that the Senators
from New York admitted that the Vice
President had raised some important
questions and had every right to do so.
What they specifically eriticize, is the
“manner” in which he did it.

Mr. President, I do not agree that the
context of the Vice President’s speeches
has been improper. They have received
wide coverage because of their dramatic
content, thus fulfilling the Vice Presi-
dent’s objective and it is hoped, provid-
ing the basis for a dialog on the proper
role of the media in a free society. I hope
we shall hear more from the Senators
from New York in the form of substan-
tive recommendations on the *““cure” for
the failings of our media. I found none
in the remarks of the Senators. Our pur-
pose is not to “sanitize” the news, as it
has been implied would be the result of
the Vice President’s recommendations,
but to present all the facts to the Amer-
ican people in an honest and thorough
manner, not seeking to play one-upman-
ship with one another by selecting only
the most dramatic occurrences and edit-
ing them in the most consumable pack-
age,

ARMISTICE DAY SPEECH BY LT.
GOV. J. JOSEPH GARRAHY, OF
RHODE ISLAND

Mr. PELL. Mr. President, the other day
in Newport, R.I., Lt. Gov. J. Joseph Gar-
rahy, gave an excellent and courageous
speech concerning our problems of today.
I thought he was particularly thoughtful
in his discussion of our present position
in Southeast Asia.

Because I believe that his speech would
interest Senators, I ask unanimous con-
sent that it be printed in the Recorbp.

There being no objection, the speech
was ordered to be printed in the Recorp,
as follows:

ArmisTICE DAY SPEECH

Fifty-one years ago today an armistice was
proclaimed which ended World War I—A con-
fliect in which 115,000 American men died to

make, in the tragic phrase of Woodrow Wil-
son, “The World Safe for Democracy.” That
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terrible conflict was called by contemporaries
“The War to End All Wars,"” and the armistice
which we commemorate today was hopefully
regarded as the dawn of a new era of peace
and international accord. But the optimists
who dreamed this dream were wrong, and
other wars and other truces followed and
many more Americans died in a noble but
perhaps vain pursuit of those elusive ideals
of peace and democracy.

The great tragedy of today is its lack of
permanency., For in twelve of the fifty-one
yvears since that “lasting” peace was trium-
phantly proclaimed, the United States has
found itself actively embroiled in a major
foreign war.

This record seems to vindicate the view
of the famous sociologist Harry Elmer Barnes
who criticized us for going in to the tragic
paradox of engaging in perpetual war in order
to secure perpetual peace. His indictment,
though harsh, deserves more than passing
consideration.

On this day traditionally set aside to cele-
brate the establishment of peace, it is only
proper, and indeed essential that we dedi-
cate ourselves to finding a means of regain-
ing and restoring that peace which we all s0o
earnestly seek and desire.

Qur attention, therefore, must inevitably
focus on Vietnam and the task of finding a
solution to our Asian dilemma. It is this
formidable task that perplexes and divides
our troubled nation today.

I have no pat solution to this great na-
tional problem, for my views of this conflict,
like those of s0 many Americans, are am-
bivalent, and not precisely defined. Yet, after
witnessing the effects of our involvement
for the past five years and examining the
reasons advanced to justify our commitment
to that far-off land, I have developed some
thoughts, some impressions, and especlally
some questions which I would like to share
with you now.

Today is a day not only reserved to com-
memorate peace but also one to honor those
veterans who dedicated their life or a por-
tion of it towards defending or achieving
peace. Our first duty today is to admire,
respect, and commend those veterans of our
current conflict for the herolsm and valor,
both individual and collective, which they
have displayed. The war they have been called
upon to wage is perhaps more difficult than
any in which we ever been Iinvolved.
It is s guerrilla war, one fought in an
unhealthy climate and upon most difficult
terrain. It is one where the enemy is not
easily recognized, and one where friend or
neutral is scarcely distinguishable from foe.
It is & limited war, and one whose purposes
and goals, never clearly defined, are steadily
becoming more obscure. Finally, and of para-
mount importance, it is a war which lacks
the undivided support of the American peo-
ple. A sizable, articulate, vocal and sincere
segment of our cltizenry strongly oppose it.
Never in American history, including the
internally divisive war of 1812, has so much
criticism and so little national backing been
given to an American military effort.

Those conditions considered cumulatively
indicate that our American fighting men in
Vietnam, our veterans to be, are struggling
under a greater handicap than any other
American soldiers in our history. In the face
of such adversity their courage, their dedi-
catlion, and their spirit of sacrifice must be
a source of awe and admiration for all
our countrymen, as it certainly is for me.

This admiration or the efforts, and
achievements of our fighting men, however,
should not cause us to accept unthinkingly
or passively the wisdom of the policy which
placed those men in Vietnam. The validity
of our position is and should be a debatable
issue, for even an American citizen has the
right to guestion the policy which has been
set forth by those charged with the admin-
istration of our Government. To act with
herd-like conformity would be to make a
mockery of our vaunted liberty.
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I have spoken of the sizable, articulate,
vocal, and sincere segment of our people who
strongly oppose what they term “our Viet-
nam nightmare.” Thelr views deserve, in-
deed command, the respect and attention of
our policymakers. These discontented Amer-
icans have not only the right but the duty to
express their responsible dissent to a war
which they feel has weakened their country
at home and abroad,

Let me make emphatic and clear however,
that my concept of rational dissent does not
extend to such destructive protests against
American involvement in Vietnam as riot-
ing, sedition, or the desecration of our flag
and the corresponding exaltation of the flags
of our opponents. These remonstrances are
not merely in poor taste, they are equivalent
to moral treason, and therefore, intolerable.

It is most unfortunate that the actions of
extremists have caused some Americans to
take a dim view of any citizen who opposes
our present course in Vietnam, for I feel that
the rational dissenters have raised many
formidable objections to a continuation of
the conflict.

They have raised many valid doubts: they
have posed many questions which demand a
prompt and correct reply: they have chal-
lenged the wisdom of our system of priorities.
Is the country of South Vietnam or for that
matter, the entire Southeast Asian peninsula
essential-—not merely desirable, but is it es-
sential to our national security? Can any set-
tlement we reach with the government of
North Vietnam be effectively sustained in
the absence of sizeable American military
force? Have the 40,000 American lives ex-
pended in the Vietnam conflict brought us
any closer to peace in that troubled land? Is
our continued Vietnam involvement gener-
ating international respect for the United
States, or is it actually producing friction,
suspicion and bad feelings between America
and her allies and especially, between us and
the many neutral or non-aligned nations of
the world community? Can solutions to our
grave internal problems be developed ex-
peditiously in an atmosphere charged with
dissention and controversy stemming prin-
cipally from the conduct of a divisive foreign
war? Is that war diverting our attention and
dissipating our energy for coping with more
urgent domestic crises? Does it, in fact, ex-
aggerate and inflame those crises?

These are the questlons which are fore-
most in my mind today. They demand an
answer. And it is obvious from the manner
in which I framed these vital issues that my
answers point to the irresistable conclusion
that our rapld, though not reckless, removal
from Vietnam is essential. My conclusion is
not authoritative, I can offer no timetable
nor any precise formula, but after much deep
introspection, I can offer my firm conviction
that our present policies must be drastically
modified in the direction of disengagement.
To this end, let us not conceal our mistake.
If indeed we have made one, by invoking the
cry of national honor—for honor without
righteousness s mnot only hollow but
dangerous.

In conclusion, may I suggest that not only
celebration but also meditation should mark
this armistice day, because of the immensity
of the problems confronting us. It is our
duty as Americans to grapple with questions
similar to those which I have modestly pro-
posed. Then it is our collective duty to work
to reestablish, this time with more enduring
success, the peace which today we so wist-
fully commemorate.

Thank you,

CONCLUSION OF MORNING
BUSINESS
Mr. MANSFIELD. Is there further
morning business?
The ACTING PRESIDENT pro tem-
pore. Under the previous order, morn-
ing business has not yet begun,
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Is there morning business? If not,
morning business is concluded.

TAX REFORM ACT OF 1969

Mr, MANSFIELD, Mr. President, I ask
unanimous consent that the unfinished
business be laid before the Senate.

The ACTING PRESIDENT pro tem-
pore. The bill will be stated by title.

The Brrr CLEr. HR. 13270, the Tax
Reform Act of 1969.

The Senate resumed consideration of
the bill,

The ACTING PRESIDENT pro tem-
pore. The question is on agreeing to the
amendment of the Senator from Okla-
homa.

Mr. WILLIAMS of Delaware, Mr.
President, I suggest the absence of a
quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The bill clerk proceeded to call the roll.

Mr. WILLIAMS of Delaware. Mr.
President, I ask unanimous consent that
the order for the quorum call be re-
scinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Mr. WILLIAMS of Delaware. Mr. Pres-
ident, with the consent of the Senator
from Oklahoma (Mr. BELLMmoN), I ask
that his amendment be withdrawn, The
Senator from Oklahoma is working on a
technical change which I think may clear
up the objection.

The ACTING PRESIDENT pro tem-
pore. The yeas and nays have been or-
dered on the amendment. The Chair ad-
vises the Senator from Delaware, who is
not the author of the amendment, that
it requires unanimous consent to with-
draw the amendment.

Mr. WILLIAMS of Delaware. I have
the consent of the Senator from Okla-
homa, and I ask unanimous consent that
the amendment offered by the Senator
from Oklahoma (Mr. BELLMON) be with-
drawn.

The ACTING PRESIDENT pro tem-
pore. Is there objection to the request of
the Senator from Delaware? The Chair
hears none, and it is so ordered.

The bill is open to further amendment.

Mr. WILLIAMS of Delaware. Mr, Pres-
ident, for the information of the Sen-
ate, the Senator from Oklahoma (Mr.
BerLmon) is working on a modification
of his amendment. It will be offered at
a later time.

Since there are no amendments pend-
ing, I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. TaL-
MapGE in the chair). The clerk will call
the roll.

{{‘he bill clerk proceeded to call the
roll.

Mr. MANSFIELD, Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

MILITARY CONSTRUCTION
APPROPRIATIONS, 1970

Mr. MANSFIELD, Mr, President, I ask
unanimous consent that the pending
business be laid aside temporarily and
that the Senate proceed to the considera-
tion of calendar No. 558, H.R. 14751.
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The PRESIDING OFFICER. The bill
will be stated by title.

The Brun CrLErk. A bill (HR. 14751)
making appropriations for military con-
struction for the Department of Defense
for the fiscal year ending June 30, 1970,
and for other purposes.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

There being no objection, the Senate
proceeded to consider the bill which had
been reported from the Committee on
Appropriations.

Mr. MANSFIELD. Mr. President, the
ranking Republican member of the Mili-
tary Construction Appropriations Sub-
committee, the distinguished Senator
from Delaware (Mr. Boces), is on his
way over to the Chamber. The ranking
Republican member of the full com-
mittee (Mr. Younc of North Dakota) is
present.

Mr. YOUNG of North Dakota. Mr.
President, I may say to the distinguished
majority leader that I discussed it with
the Senator, and it is satisfactory with
him to proceed.

Mr. MANSFIELD. Mr. President, I pre-
sent today for the consideration of the
Senate, H.R. 14751, an act making appro-
priations for military construction for
the Department of Defense for the fiscal
year ending June 30, 1970, and for other
purposes.

It is not my intention in presenting the
bill to give detailed figures concerning
each line item. The line item breakdcwn
and explanation are contained in the re-
port which bas been placed on each Sen-
ator's desk.

Before going into the recommenda-
tions of the Appropriations Committee, I
would like briefly to summarize the perti-
nent facts pertaining to the bill.

The original budget as submitted last
January requested new obligational au-
thority of $2,558,450,000. The revised con-
struction budget, as submitted in April,
reduced the foregoing figure to $2,003,-
918,000. The reduction was accounted for
mostly by the deletion of $600,000,000 in
construction money for the Safeguard
missile, The military construction au-
thorization bill recently passed by the
Congress approved funds in the amount
of $1,626,926,000.

On November 13, 1969, the House
passed H.R. 14751, with new obligational
authority amounting to $1,537,177,000.
The House construction bill was based
upon the House-approved authorization
and did not reflect the authorization act
as passed by the Congress. Thus, it was
the task of the Appropriations Commit-
tee to make numerous adjustments in
H.R. 14751 to reflect the additions and
the deletions of projects made in the
authorization act.

The total of the military construction
appropriation bill, as reported by the
Senate Committee on Appropriations, is
$1,690,064,000. This is an increase of
$152,887,000 over the amount provided
by the House. The total bill, as reported
to the Senate, is $313,854,000 under the
budget estimate of $2,300,918,000. By way
of a general explanation, these figures
reflect a general reduction in appropria-
tions as follows: Army, 24.7 percent;
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Navy, 23.1 percent; Air Foree, 22.2 per-
cent; and Department of Defense agen-
cies, 43.7 percent.

The Military Construction Subcom-
mittee of the Senate Appropriations
Committee held joint hearings again this
year with the Military Construction Sub-
committee of the Armed Services Com-
mittee chaired by the able Senator from
Washington (Mr. JacksoN). These joint
hearings were most productive in saving
time of the Senators and witnesses of the
Department of Defense. Additional hear-
ings by the Senate Appropriations Sub-
committee were held to hear testimony
on appeal items in the bill and projects
which had been authorized in previous
years.

Before going into the construction ap-
propriations for each of the services and
the Department of Defense, I will men-
tion a number of committee actions taken
on large construction items. The largest
single reduction made by the House was
$82.5 million due to so-called unobligated
balances remaining from previous years.
The committee felt that this reduction
was too large in view of the unobligated
construction balances that remained as
of October 1, 1969; thus, the committee
restored to the bill $51 million of the
House reduction. The request this year
by the Department of Defense to finance
the North Atlantic Treaty Organization
infrastructure program amounted to $34
million in new obligational authority.
This amount represents a 29-percent
contribution by the United States to the
NATO construction program. The full
amount was allowed. The largest single
item in the bill was $688,476,000 for fam-
ily housing. A breakdown of this account
will be discussed later in my presentation.

I am sure that the Senators are very in-
terested in how much money is in this
bill for the Safeguard missile. Actually,
there is $14,100,000 which includes $1,-
400,000 for planning, The remainder will
be used to construct research and de-
velopment facilities on the Kwajalein
Island. The funds to start construction
on the new sites at Malmstrom Air Force
Base and Grand Forks Air Force Base,
N. Dak., will be implemented with funds
appropriated in prior years.

There are no funds in this bill for
construetion in South Vietnam. As of
August 31, 1969, there remained avail-
able prior year funds for construction of
approximately $214 million. The Depart-
ment of Defense declares that these funds
will provide for the military services re-
quirements through fiscal year 1970.

The committee approved $25 million
for the emergency fund administered by
the Secretary of Defense. The House had
reduced this fund by $10 million. In
restoring the funds, the committee felt
that the Secretary must have a construe-
tion fund from which to withdraw re-
quired amounts in unforeseen emer-
gencies. Past experience has proven that
the Secretary of Defense has admin-
istered this fund in a most prudent
manner,

Other large items approved were:
$16,814,000 for a cadet activities building
at the U.S. Military Academy, West
Point, N.Y. This structure has been
needed for a long time and indications
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are that with the increase of the cadet
corps to 4,400 students, the Academy
cannot wait until future years for the
construction of this building. Also $9,-
891,000 was approved for an adminis-
tration and classroom building at Brooke
Army Medical Center, Tex. This struc-
ture is urgently needed now to relieve an
intolerable condition of overcrowding
and to overcome maintenance problems
on World War II structures that are now
being used.

Under the Navy appropriations, the
committee geferred a hospital at Camp
Pendleton, Calif. It was not with preju-
dice that this project was deleted. The
planning on this hospital is only about
60 percent complete and information fur-
nished to the committee indicated that
the cost could go as high as $25 million.
It was the consensus of the committee
that the Navy should come in with this
project next year with firm estimates as
to its ultimate cost.

Additions were made for a number of
projects that were required because of
hurricane damage at Gulfport, Miss.
Also added were urgent operational proj-
ects for safety reasons and four other
projects that were requested because of
destruction by fire.

ARMTY

The committee approved an appropri-
ation of $297,597,000 for construction
within the Army, exclusive of family
housing. This is an increase of $57,151,000
from the amount of $240,446,000 ap-
proved by the House and a decrease of
$98,003,000 from the budget estimate of

$395,600,000. The foregoing amount will
provide fdr troop housing and commu-
nity facilities, research and development
facilities, and hospitals.

MNAVY

For military construction for the De-
partment of the Navy, the committee
has approved an amount totaling $305,-
377,000, This is an increase of $33,772,000
from the $271,605,000 allowed by the
House and a decrease of $91,823,000 from
the budget estimate of $397,200,000. The
amount appropriated for the Navy will
provide for the modernization of naval
shipyards, naval air facilities, pollution
abatement facilities and recruit training
facilities at Orlando, Fla. Of course, in-
cluded in the Navy totals are facilities
for the Marine Corps ground and avia-
tion facilities.

AIR FORCE

The committee has approved for the
Department of the Air Force $302,349,~
000. This is an increase of $48,844,000
over the $253,505,000 allowed by the
House and a decrease of $86,751,000 from
the budget estimate of $339,100,000. The
money recommended for the Air Force
will allow for new projects in operational
training, maintenance and supply cate-
gories. Also approved were personnel
support facilities which encompass med-
ical facilities and all types of related
construction. Also there are a number of
projects which will enhance the Air
Force's research and development ca-
pability.

RESERVE FORCES

The committee approved the following

amounts for the Reserve forces which
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were the same as the budget estimates
and the amounts allowed by the House:
Army National Guard, $15 million; Army
Reserve, $10 million; Naval Reserve, $9,-
600,000; Air Force Reserve, $5,300,000,
and Air National Guard, $13,200,00.
DEPARTMENT OF DEFENSE AGENCIES
The committee recommends an ap-
oropriation of $43,165,000 for the De-
partment of Defense Agencies. This is
$31,335,000 under the budget estimate of
$74,500,000 and $14,445,000 over the
amount allowed by the House. The large
part of this appropriation is the $25 mil-
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lion allowed for the Secretary of De-
fense's contingency fund.
FAMILY HOUSING

The committee has recommended
$688,476,000 in new appropriations for
the 1970 military family housing pro-
gram. Within this total is $124,791,000
for the family housing construction pro-
gram. The approved appropriation will
provide for the construction of 4,800
units of family housing and the reloca-
tion of 444 units of old housing. The re-
maining part of the above-stated total
amount for family housing consists of
debt payments of mortgage principles on
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Capehart and Wherry housing indebted-
ness, reconditioning of family quarters
in need of repair, leasing of housing for
military personnel and maintenance and
operation of military housing through-
out the United States and overseas.

Mr. President, I ask unanimous con-
sent to have printed at this point in the
Recorp the comparative statement of
appropriations for fiscal year 1969 and
the extension of the amounts contained
in the bill for fiscal year 1970.

There being no objection, the state-
ment was ordered to be printed in the
Recorp, as follows:

COMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL) AUTHORITY FOR 1969 AND BUDGET ESTIMATES AND AMOUNTS RECOMMENDED IN THE BILL FOR 1970

Senata committee bill wmpared with—

Budget esti- =
mates of new

New budget
(obligational)
authority

Budget esti-

New budge! mates of new
(obligational) (obligational)

] authority, authority,

Mew budget
bl g o

authority,

Appropriations
Military mm.rutmn Army ..
Military construction, Nav;
Mﬁllgq construction, Air

Tl‘II?lh!. not to exceed._..
Military construction, Arm Hational Guard._ -
Military construction, Air National Guard. .
Military construction, Army Reserve. .
Military construction, Naval Reserve_
Military construction, Air Force Reser
Family housing, ulens? -

orce

Total appropriation amounts
Portion applied to debt reduction

Mr. MANSFIELD, Mr. President, this
concludes my summary of the military
construction bill. I will be glad to answer
any questions concerning the committee
action and to explain any additions or
deletions of projects which may have
been made.

Mr. BOGGS. Mr, President, will the
Senator yield?

Mr, MANSFIELD. I yield.

Mr. BOGGS. Mr. President, the mili-
tary construction appropriations bill
now before this body represents, I be-
lieve, an accomplishment in economy—
but one which will meet the immediate
construction needs of the armed services.

The bill would appropriate $1,603,466,-
000 in new construction money in fiscal
year 1970 for the three services, for fam-
ily housing, and for the Defense agencies.

The bill represents a decrease of $72,-
032,000 from the total appropriated for
fiscal year 1969, and it is $313,854.000
less than the budget estimates sent to
the Congress.

I would like to point out that more
than 40 percent of the money appropri-
ated by this bill—or $688,476,000—is in-
tended to be spent on family housing.
It will provide 4,800 new units, reloca-
tion of 444 units, and maintenance for
364,480 units.

It contains no money for construction
in South Vietnam, The Defense Depart-
ment requested none.

The bill contains $14.1 million for de-
velopment of the Safeguard antiballistic
missile, of which $12.7 million will go for
research and development at Kwajalein
Island and $1.4 million for planning.

Mr, President, I would like to commend
the Senator from Montana (Mr. MaNS-
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FIerp) and the Senator from Nevada
(Mr. BisLe) for their fine leadership in
developing the bill, and the Senator from
Kansas (Mr. PEArsON), the Senator from
Hawaii (Mr. Fonc), the Senator from
Wisconsin (Mr. ProxMIRE) , and the Sen-
ator from Texas (Mr. YarsoroucH) for
their participation. Mr. Vorley M. Rex-
road and Mr. Edmund L. Hartung con-
tributed fine staff work. In addition, the
members and staff of the Armed Service
Committee were most cooperative and
helpful during our joint hearings on this
bill.

Mr. MANSFIELD, Mr. President, I ask
unanimous consent that the committee
amendments be considered and agreed to
en bloe, and that the bill as thus
amended be regarded as original text for
purposes of amendment, provided that
no point of order shall be considered to
have been waived by reason thereof.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendments agreed to en bloc are
as follows:

On page 2, line 7, after the word “Code,”
strike out “$240446,000" and insert “297,-
597,000",

On page 2, line 17, after the word “appro-
priation,” strike out *$271,605,000" and insert
“$305,377,000”.

On page 3, line 1, after the word “Code,”
strike out "$253,5605,000” and insert “§302,-
349,000,

On page 3, line 10, after the word “Code,”
strike out “$28,720,000" and insert “$43,.-
165,000,

On page 5, line 12, after the word “law,”
strike out "“£889,801,000" and insert ‘“$688,-
476,000",

On page 5, line 17, after the word "Con-
struction,” strike out “831,061,000" and insert
“$30,461,000",

—72,032,000 —313, 854,000 -}-152, 887,000

On page 5, line 25, after the word “Con-
struction,” strike out “$42,714,000" and insert
“$41,989,000",

SENATOR GOODELL QUESTIONS FUNDS FOR

BIOLOGICAL BUILDING AT DUGWAY

Mr. GOODELL, Mr, President, among
certain funds for Army Materiel Com-
mand, listed on page 11 of the committee
report, is one item in this military con-
struction appropriations bill which
causes me particular concern,

The item is a “sampler processing
building” to be constructed at the Dug-
way Proving Ground in Utah.

Dugway, it will be recalled, is a major
testing ground for chemical and biologi-
cal warfare—CBW.

The cost of this new building, viewed
as part of a $1.6 billion military construc-
tion appropriation, is relatively small
and almost escapes notice.

Perhaps it is an oversight that funds
are still being allocated for this “sampler
processing building.” If not, I would like
to know why we are expanding facilities
for germ sampler containers at Dugway.

Is germ field testing at Dugway to con-
tinue? I would hope not. I think we
should know that the Pentagon has justi-
fied this new building in terms of germ
field testing in the winter.

In view of President Nixon's CBW
policy statement on November 25, we
should be cutting down on construction
at Dugway; not expanding.

It was in October that the Pentagon
testified in Senate joint hearings on this
new expenditure for Dugway. According
to the Pentagon:

DUGWAY PROVING GROUND, UTAH

This sampler processing building will pro-

vide a facility for loading, unloading, de-
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contaminating, and servicing 1,400 heated
biological sampler containers used in the
installations field test program. At present,
animal holding rooms must be used to proc-
ess these containers. These rooms are needed
for holding infected animals and animals
for various studies. Processing sampler con-
talners in these rooms reduces the space
available for holding these animals by one-
half. When short notice urgent test require-
ments are received, other ongoing projects
and normal operations must be disrupted.
In addition, crowded conditions among the
animals risks cross-infection, sample quality,
and personnel safety. Safety of employees
and the animals points up the need for the
best possible test facilities.

First, I would like to call attention to
the Pentagon’s reference to Dugway's
“field test program” with germ agents.

On many occasions, I have expressed
my opposition to outdoor testing of germ
agents as well as chemical agents. It is
my firm conviction that public health
safety as well as a clean and healthy en-
vironment require a flat ban on such out-
door testing.

It appears from the Pentagon's Octo-
ber testimony that the need for this new
building at Dugway was based on plans
for expanding biological weapons devel-
opment.

The “sampler processing building” is
for heated biologica! sampler contain-
ers. I understand that these sampler con-
tainers are used in outdoor winter testing
for the purpose of developing weapons.
Processing the sampler containers is
basically to detect distribution and sur-
vivability of germs after munitions ex-
plosions.

On November 25, President Nixon
made a historic announcement on
chemical and biological weaponry. He
renounced first-use of these weapons in
war. He called for an about-face in the
Pentagon’s germ research. No longer is
the Pentagon to develop germ weapons.
Rather, germ weapons are to be dis-
mantled. All future biological research
is to be confined to defensive measures
such as immunization and safety devices.

Mr. President, Dugway Proving
Ground is a site for weapons testing. Are
we to assume that its biological facilities
are now to be converted to immunization
research?

If not, is Dugway gearing up for work
on some safety device which would re-
quire this particular “sampler process-
ing building?”

Regarding safety devices, we are aware
that the Penatgon has in the past worked
on what might be called an antibiological
weapons monitoring system—BWMS.
Beyond the question of whether such a
monitoring system could work, I wonder
now whether it is really necessary.

Again, I come back to the questions:
Is outdoor testing of germs agents to con-
tinue at Dugway? What would be the
purpose of future field test missions? Do
we really need this “sampler procession
building?” Can we not reasonably hope
:*,hat germ facilities at this weapons test-
ing site are no longer needed ?

It should be noted that immunization
research, to which President Nixon re-
ferred, is presently being conducted at
Fort Detrick in Maryland and the Com-
municable Disease Center in Atlanta,
Ga., as well as in numerous hospitals and
medical schools across the Nation.
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In view of President Nixon’'s new policy
directive for the Pentagon's biological
program, it would seem that construction
of a new biological building at Dugway
is not needed and the cost of this build-
ing can be saved.

Mr. President, this is a time of infla-
tion. It is a time of heavy Government
spending. It is a time when taxes weigh
heavily on those who can bear taxes
least.

Equitable and sound tax reform can
ease the tax burden.

Incisive review of Government spend-
ing requests can lead to cuts in wasteful
expenditures mounting to billions of dol-
lars.

The Senate has shown its determina-
tion to stop unnecessary spending.

Even before President Nixon's CBW
policy statement, Members of Congress
were closely examining Pentagon re-
quests for the chemical and biological
weapons program.

In the military procurement bill, $16
million was cut from money requested
for research on deadly gas and germ
weapons.

In the military construction bill, the
Committee on Armed Services and the
Committee on Appropriations in both the
Senate and House took the initiative to
cut approximately $5 million from
Pentagon requests for new facilities and
equipment for germ warfare.

These cuts are welcome and the com-
mittee members are to be commended
for their careful scrutiny of budget re-
quests.

Still, if more trimming can be done, we
should do it.

We must not spare the “meat-ax” or
the “scalpel” in cutting out waste.

On the “sampler processing building”
for Dugway, the scalpel can be put to
good use. If the item is not needed now
due to President Nixon's action; if new
justification by the Pentagon is un-
tenable, then funds should be deleted.

Mr. YARBOROUGH. Mr. President,
as a member of the Military Construc-
tion Appropriations Subcommittee, I
wish to commend our able chairman, the
distinguished majority leader, for his
hard work and leadership in produc-
ing this important bill. The bill that is
before the Senate today is a balanced
and reasonable measure and provides
the necessary funds for the construction
of facilities that are vital to our military
personnel.

The Senate version of this bill includes
over 50 percent more for Texas projects
than was in the bill which passed the
House of Representatives. The victory in
the Senate means a great deal for Texas.
As a member of the Military Construc-
tion Appropriations Subcommittee of the
Senate, I was able to work for this sub-
stantial increase for Texas. We were able
to hold this increase in the full Senate
Appropriations Committee and today we
won a major victory when the Senate
agreed to the $75 million for Texas.

The Senate bill includes many projects
which were not in the House bill, but
I am most pleased on the appropriation
of $9,891,000 for the Medical Field Serv-
ice School at Brooke Army Medical Cen-
ter in San Antonio which was not in the
House bill. This school trains the medi-
cal personnel who have done such an
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outstanding job of saving lives of
wounded Americans in Vietnam. It is es-
sential that this lifesaving Medical Field
Service School have the very best train-
ing facilities.

The total for Texas in the Senate bill
is $75,184,000. The bill which passed the
House of Representatives had only $47,-
630,000 for military construction in
Texas. The Senate bill is an important
improvement over the House bill in that
it recognizes the vital needs of many of
our military installations by providing
housing and other facilities.

The following indicates the amounts
appropriated for the military installa-
tions in Texas. These figures are the ones
in the Senate bill and include the sums
added to the House passed bill:

Army:
Aeronautical Maintenance Cen-
$1, 178, 000
4, 309, 000
9, 891, 000
21, 050, 000
524, 000
1, 396, 000

Fort Bliss
Brooke Army Medical Center_

Navy:
NAS Chase Field
NAS Corpus Christi
NAS Kingsville

Subtotal

Air Force:
Bergstrom AFB, Austin
Brooks AFB, San Antonio....
Carswell AFB, Fort Worth
Ellington AFB, Houston
Goodfellow AFB, San Angelo__
Kelly AFB, San Antonio
Lackland A¥B, San Antonio__
Laredo AFB, Laredo
Laughlin AFB, Del Rio
Randolph AFB, San Antonio--
Reese AFB, Lubbock
Sheppard AFB, Wichita Falls__
Webh, AFB, Big Springs

736, 000
236, 000
954, 000
957, 000
5, 347, 000
12,414, 000
496, 000
1, 771, 000
1,151, 000
954, 000
3, 829, 000
435, 000

Subtotal

29, 095, 000

75, 184, 000

Mr. President, I commend all the
members of the Military Construction
Subcommittee of both parties and their
able staffs for the excellent work on
this bill. I urge all of my colleagues in
the Senate to join with me in full sup-
port of this bill.

The PRESIDING OFFICER. The bill is
open to further amendment. If there be
no further amendment to be proposed,
the question is on the engrossment of
the amendments and the third reading of
the bill.

The amendments were ordered to be
engrossed and the bill be read a third
time.

The bill (H.R. 14751) was read the
third time.

Mr. GRIFFIN. Mr. President, I ask for
the yeas and nays.

The yeas and nays were ordered.

The PRESIDING OFFICER. The bill
having been read the third time, the
question is, Shall it pass? On this ques-
tion, the yeas and nays have been
ordered, and the clerk will call the roll.

The bill clerk called the roll.

Mr. MANSFIELD. I announce that the
Senator from New Mexico (Mr. ANDER~-
soN), the Senator from Indiana (Mr.
BavH), the Senator from Virginia (Mr.
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Byrp), the Senator from West Virginia
(Mr. Byrp), the Senator from Massa-
chusetts (Mr. Kennepy), the Senator
from Minnesota (Mr. McCARTHY), the
Senator from Minnesota (Mr, MONDALE),
the Senator from Connecticut (Mr. Rip1-
coFF), and the Senator from Missouri
(Mr. SYMINGTON) are necessarily absent.

I further announce that the Senator
from Nevada (Mr. Canwon), the Sen-
ator from Louisiana (Mr. ELLENDER), and
the Senator from Alabama (Mr. ALLEN)
are absent on official business.

I further announce that, if present and
voting, the Senator from Alabama (Mr.
ALLEN), the Senator from New Mexico
(Mr. AwpersoN), the Senator from In-
diana (Mr. Bavs), the Senator from
Virginia (Mr. Byro), the Senator from
‘West Virginia (Mr. Byrp), the Senator
from Nevada (Mr. CannNox), the Senator
from Louisiana (Mr. ELLENDER), the Sen-
ator from Massachusetts (Mr., EKEN-
NEDY), the Senator from Minnesota (Mr.
McCarTHY), the Senator from Minne-
sota (Mr. MownparLe), the Senator from
Connecticut (Mr. Risrcorr), and the
Senator from Missouri (Mr. SyMING-
TON) would each vote “yea.”

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
is absent on official business.

The Senator from South Dakota (Mr.
MunpT) is absent because of Illness.

The Senator from Pennsylvania (Mr.
ScHweIkErR) and the Senator from
Alaska (Mr. STEVENS) are necessarily
absent.

The Senator from Florida (Mr. Gur-
NEY) and the Senator from Illinois (Mr.
SmrTH) are detained on official business.

If present and voting, the Senator from
Arizona (Mr. GOLDWATER), the Senator
from Florida (Mr. GurneYy), and the
Senator from Illinois (Mr. SmiTH), and
the Senator from Alaska (Mr. STEVENS)
would each vote “yea.”

The result was announced—yeas 82,
nays 0, as follows:

[No. 188 Leg.]

Griffin Muskie
Nelson
Packwood
Pastore
Pearson

Pell

Percy

Prouty
Proxmire
Randolph
Russell

Saxbe

Scott

Smith, Maine
Sparkman
Spong
Stennis
Talmadge
Thurmond
Tower
Tydings
Willlams, N.J.
Willlams, Del.
Yarborough
Young, N. Dak,
Young, Ohio

Long
Magnuson
Mansfield
Mathias
MeClellan
McGee
MeGovern
MecIntyre
Metcalf
Miller
Montoya
Moss
Murphy
NAYS—0
NOT VOTING—I18

Ellender Mundt
Goldwater Ribicoff
Gurney Schweiker
Eennedy Smith, 111,
MceCarthy Stevens
Mondale Symington

Dominick
Eagleton
Eastland
Ervin
Fannin
Fong
Fulbright
Goodell
Gore
Gravel
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So the bill (H.R. 14751) was passed.

Mr. BOGGS. Mr. President, I move
to reconsider the vote by which the bill
was passed.

Mr. MANSFIELD. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. MANSFIELD. Mr. President, I
move that the Senate insist on its
amendments and reguest a conference
with the House of Representatives on
the disagreeing votes of the two Houses
thereon, and that the Chair be author-
ized to appoint the conferees on the part
of the Senate.

The motion was agreed to; and the
Presiding Officer appointed Mr. Mans-
FIELD, Mr. BisLE, Mr. PROXMIRE, MTr.
YareoroUGH, Mr. RUSSELL, Mr. SYMING-
TON, Mr. BoGes, Mr. PEARSON, Mr. Foxg,
Mr. Youne of North Dakota, and Mr.
GoLpwaTER conferees on the part of the
Senate,

Mr. BYRD of West Virginia subse-
quently said: Mr. President, on behalf of
the Senator from Montana (Mr. MaNs-
FIELD) I ask unanimous consent that the
Senator from Arizona (Mr. GOLDWATER)
be excused from service as a conferee on
H.R. 14751, the military construction ap-
propriations measure.

The PRESIDING OFFICER. Without
objection, it is so ordered.

TAX REFORM ACT OF 1969

The Senate resumed the consideration
of the bill (H.R. 13270), the Tax Reform
Act of 1969.

The PRESIDING OFFICER (Mr. HoL~
LINGS in the chair). The Senator from
Hawalii is recognized.

Mr. INOUYE. Mr. President, I call up
my amendment 319.

The PRESIDING OFFICER. The
amendment will be stated.

The AssISTANT LEGISLATIVE CLERK. On
page 370, beginning on line 23, strike out
all through line 7, page 377 (section 515,
committee amendment).

Mr. INOUYE. Mr. President, I ask
unanimous consent that the names of
the Senator from Oregon (Mr. PACK-
woobp) and the Senator from South Car-
olina (Mr. HorLrinGgs) be added as co-
sponsors of my amendment,

The PRESIDING OFFICER. Without
obection, it is so ordered.

Mr. INOUYE. Today I wish to speak
in behalf of my amendment to H.R.
13270 which would delete section 515 of
the Senate Finance Committee version
of the Tax Reform Act. Section 515 re-
lates to profit-sharing plans.

Section 515 of the Senate bill would
have the following effects: First, dis-
tributions to employees would be taxed
at ordinary income rates upon distribu-
tion in an amount equal to employer
contributions after 1969; second, em-
ployers' contributions after 1969 toward
the purchase of the employers’ securities
would be taxed at ordinary income rates
upon distribution to the employee in an
amount eqgual to the cost basis of con-
tributions; and third, it establishes a
special 5-year “forward” averaging
method for the ordinary income part of
8 lump sum distribution. I believe that
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these provisions would destroy valuable
incentives upon which our business firms
and their employees rely, and I urge that
the Senate strike out this entire section
of the bill.

Upon present law, an employer who es-
tablishes a qualified employee pension,
profit-sharing, stock bonus, or annuity
plan is permitted to deduet his contribu-
tions to the trust, moreover, income
earned by the trust is exempt from tax
if the employee trust is exempt. Upon re-
tirement the employee who receives an-
nual benefit payments is taxed at ordi-
nary income rates. The exception to this
rule is the payment of the benefits in a
lump sum distribution from the plan, in
which case the payment is taxed as a
long-term capital gain. I am particularly
concerned that this highly sucecessful
feature of profit-sharing plans will be
adversely affected by the changes pro-
posed in section 515.

The Committee on Finance decided
during its deliberations to deny such fa-
vorable capital gains treatment to lump
sum distributions on the grounds that
they are in reality deferred compensa-
tion at more favorable tax rates than
other compensation received for simliar
services. It was noted in the committee
report that taxpayers with adjusted gross
incomes in excess of $50,000 gain more
and that there have been a number of
distributions of over $800,000.

It cannot be denied that there prob-
ably are individuals who receive large
distributions at favorable rates. How-
ever, it must be noted that tax exempt
profit-sharing plans are not inequitable.
All profits are distributed on a nondis-
criminatory basis, from janitor to presi-
dent, because of the regulations which
govern qualification as a tax exempt
profit-sharing plan. Furthermore, a sur-
vey made in 1968 showed that 90 percent
of the lump sum distributions made in-
volved distributions of less than $30,000
and that almost 70 percent feel in the
range of from $500 to $10,000. Far from
being a device for the rich, lump sum
distributions affect millions of members
in all income groups.

Since 1942, when the provision giving
long-term capital gains treatment to
lump sum distributions was added to the
Code, over 80,000 companies have adopted
deferred tax-qualified profit-sharing pro-
grams, covering over 5 million employees.
More than 10,000 of these plans were es-
tablished in 1968 alone. Clearly profit-
sharing plans are popular with both em-
ployers and employees, and their con-
tinued growth is a clear afirmation of
their success.

It has been alleged that distributions
are actually deferred compensation and
ought to be treated as ordinary income.
However, this is not usually the case,
Most corporations consider profit shar-
ing as additional incentive and make
their distributions in addition to ordi-
nary compensation and benefits. Arti-
cle IT, section 1 of the constitution and
bylaws of the council of profit-sharing
industries makes it clear that its con-
cept of profit sharing is a procedure for
payment in addition to prevailing rates
of pay.

Lump sum distributions from qualify-
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ing profit-sharing plans are further dis-
tinguished from simple deferred com-
pensation, or ordinary income, by the
fact that it is risk capital. After the
employer makes his contribution, it is
the employee alone who is affected by
changes in the investment of the con-
tribution. Thus any number of factors,
including inflation and bad stock or
bond markets, could severely reduce the
amount an employee would ultimately
receive. Since the individual employee
has no direct control over the invest-
ment of the funds, it would be errone-
ous to call it deferred compensation.
Rather, the contributions have been in-
vested in & manner that would ordinar-
ily yield capital gains treatment,

Furthermore, the proposed change is
defective because the distributions rep-
resent “bunched income' which has ac-
cumulated over a period of years, per-
haps an entire working lifetime. The
committee’s answer is a complex amend-
ment permitting averaging the gross
“ordinary income” less the amount re-
ceived during the year as compensation
and less the capital gains after one has
passed the age of 5915 in the year of
distribution. This method still ignores
the fact that averaging could push an
elderly employee into a tax bracket
higher than the level at which the con-
tributions were originally made.

I have been advised there are over 40
steps involved in determining what the
tax will be.

Apart from the claims of equity, there
is another compelling reason why we
should not tamper with the tax treat-
ment of profit-sharing plans. Three
decades ago a subcommittee of the Com-
mittee on Finance found that profit shar-
ing contributes to harmonious labor-
management relations and to labor peace
and contentment. This astute observa-
tion is no less true today. Profit sharing
enables employees to share in the fruits
of the corporations for which they work.
Where equity participation is not possi-
ble because the business is a partnership
or close corporation profit sharing gives
employees a valuable and substantive
stake in the soundness of the business.
Through profit sharing an employee is
afforded an opportunity to share in the
benefits of ownership and to accumulate
funds for his retirement or his bene-
ficiaries. It is, I believe, an intelligent
response of the free enterprise system to
demand for participation in the profits
of one’s business.

I fear that any change in the status of
employer contributions may retard the
further growth of plans. Taxation of
lump sum distributions at ordinary rates
may diminish the attractiveness of these
plans and discourage further participa-
tion in them. I believe that profit sharing
is a valuable financial incentive that
must be preserved. I urge my colleagues
who share my interest in the continued
viability of profit-sharing plans to join
me in this amendment to strike out sec-
tion 515 of the tax reform bill.

Mr. President, in closing, I wish to
briefly discuss the revenue effects of the
proposed change. At the outset, it is esti-
mated that the revised method of taxa-
tion would produce less than $2.5 mil-
lion of additional revenue in “he year
1970, and in 1971 it is estimated that $5
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million of additional revenue would be
produced; and by 1979 it is estimated
$50 million of additional revenue would
be produced.

While this is intended to be a tax re-
form bill practical considerations which
may outweigh the modest revenue re-
coupment, under lump sum distribution,
cannot be ignored because increased bur-
dens which would be cast on the tax col-
lecting agency must be balanced against
any estimated revenue gains which might
result from the changed method of tax-
ation. I really believe the increased ad-
ministrative costs might eliminate all the
revenue gained and lead to a net revenue
loss.

The committee, in estimating these
additional revenues, naturally assumed
that all of the profit sharing plans in
effect today would continue in effect. I
am convinced, with this amendment, it
would serve as a damper to these plans
and discourage not only further develop-
ment of plans but close up present plans.

In view of the great care otherwise ex-
ercised to see that revenue cutting por-
tions of the bill are matched by revenue
increases, this possibility should not be
ignored.

Therefore, once again I urge my col-
leagues who share my interest in the con-
tinued liability of profit-sharing plans to
join me in this amendment to strike sec-
tion 515 of the tax reform bill.

CONCERN OF YOUTH ABOUT EN-
VIRONMENTAL CONTROL

Mr. PACKWOOD. Mr. President, there
is no more critical problem facing our
Nation today than that of the pollution
of our entire environment. In recent
months, we have seen a great surge of
interest and concern by the youth of
America to reverse the current situation.
I was greatly encouraged to see from my
mail of late that this concern extends
down to the elementary school level.
What better weapon do we have in meet-
ing this problem than the education and
concern of our young people?

I have received some really delightful
letters from the fourth grade students
of Bend, Oreg.

What an encouraging sign. Without
further comment, I should like to intro-
duce these young “concerned Americans”
to all Senators by letting them read their
letters to me, and ask unanimous consent
to have them printed in the Recorp for
that purpose.

There being no objection, the letters
were ordered to be printed in the ReEcorp,
as follows:

Bear CrREEK ScHOOL,
Bend, Oreg., November 25, 1969.

DeAr SENATOR PAcEwooD: We have been
studying our State and national pollution
problems. Our class decided that they would
like to express their feelings to their govern-
ment representatives. Enclosed you will find
some of their letters. Please address any re-
plies to the above address s0 that we can
share the letter or letters with each other.

Sincerely,
Mrs. GRAHAM.
BEND, OREG.,
November 25, 1969.

DEAR SENATOR PAcKwooD: We are study-
ing on pollution and some of the places I
went were polluted. We went past a hill
that had cans, beer bottles, paper, plastic
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paper, sticks. We want clean water, land,
air. We should not have no deposit bottles
or cans. Because everybody just throws them
on the street and leaves them there.
Sincerely,
CiNDY WELANDER.
BenD, OREG.,
November 24, 1969.
Dear SEnaToR Packwoobn: I don't like the
pollution that is going on, and I'm sure
you don't like it either. I wish we could
outlaw cans then we could have returnable
jars and bottles. That would stop land
poliution a lot. What I don't get is that
how can we stop air pollution, Can you
stop pollution? I'm trying.
Sincerely,
DonNaLp IPOCK.
BewnD, OREG.,
November 25, 1969.
Dear SenaTOorR Packwoop: I think that
there should be a law that there should not
be any no return no deposit bottles or cans,
There is too much pollution these days. It
is a disgrace. If you can help us please do.
Sincerely,
Davip CoCHRANE.
BEND, OREG.,
November 25, 1969.
Dear SEnaTOR PacKwooDp: People just don't
listen when we tell them not to litter be-
cause they are destroying America. I just
think they're too lazy to even get up and
throw it in the garbage. I think we should
make 5 cents on the bottles and cans then
instead of throwing them on the ground. We
could take them to the store and get 5 cents
out of them. I don’t think we should put our
sewage in the lakes and rivers, because we
have & lot with not having to start more. The
air is so bad that some day we won't be able
to see the sun because of the air pollution.
Instead of burning our garbage we can bury
it. Well I just hope you stop all of this and
make America beautiful. And another thing
people cause air pollution by smoking.
Cigarettes are hazardous. America is getting
ruined slowly.
Sincerely,
ToBl RAMSEY.

BExD OREG.,
November 25, 1969.
Dear SeEnATOR PAcKwWoOD: We have been
studying about pollution and we would like
to have it stopped. It is not good for your
health. It does not keep America green and
pretty like it should be. Every time I see
anyone throw trash out the window or any-
thing I pick it up and put it in the trash
can. We want to have clean air, too.
Sincerely,
DEANNA STEVENS.

BenD, OREG.,

November 25, 1969.
Dear SENATOR PacEwoob: We have been
studying on pollution in school. We want
to know if you could help us keep Oregon
beautiful. We want you to help make no
deposit, no return bottles into return bottles.
After people drink out of these bottles they
throw them on the ground. It is getting so
bad that it is looking terrible. I hope you can

help.
Sincerely,
MarY MILLER.

BEND, OREG.,
November 24, 1969.
Dear SewnaTor Packwoob: Can you stop
pellution? We go camping every weekend.
There is paper, cans, beer bottles, other
things around. They should clean it up, but
they don't. Do something about it. We want
it to stop.
Help stop pollution please.
Sincerely,
By WAYNE CoNLEY,
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BeEnD, OREG.,
November 25, 1969.

Dear Sewator PacEwoop: I hope you can
do something about all this unnecessary
wasting of clean air, water, and land. It can
kill people and wildlife, and it will

There 18 water pollution in Lake Erie.
It used to be a favorite fishing ground. Now
it's a water filled garbage dump! I don't
want this happening to Oregon and the other
States of the United States of Amerlca.

Nobody and nothing can survive without
air. The air is fit to breathe if we keep it that
way. In this last century the earth’s atmos-
phere has risen 14°. If it rises to 4° warmer
then the polar ice caps would melt and flood
all the coastal cltles.

If you have any literature on air, water,
and land will you please send it to me and
I'll take it to PURE meetings. There is a lot
of rivers and lakes in Oregon and they're fun
to fish in, go swimming, water skling, and
just plain old fun. Let’s keep it that way
please.

Sincerely,
JERRY JOB.
Benp, OREG.,
November 25, 1969.

Dear SewaTor Packwoop: Have you been
thinking about litter? Well I have. Can you
help 1t? I wish I could. Don't you think you
can? I think that you shouldn't put sewer in
the Deschutes River. I like that. I hope you
can help it. I am a fourth grader. I would help
stop pollution too! I'm helping all I can. Pol-
lution is getting bad.

Sincerely yours,
CarLA WILEINS.
BenD, OREG,,
November 25, 1969.

Dear SenaToR Packwoop: We have been
studying pollution. I want you to outlaw no
deposlt no return bottles and cans. The peo-
ple who buy beer, pop, and other things in
bottles and cans will not throw their cans
and bottles away, if they know they are re-
turnable for about five cents. People who
throw away these cans and bottles should get
fined and thrown in jail. But if anybody
throws away cans and bottles the cans and
bottles will not be there very long. If a little
kid sees them and wants some money he will
pick up every last can and bottle he can see.

Yours truly,
JoN LEAGFELD.
BEND, OREG.,
November 25, 1969.

Dear SewaTOR PAcEWoOoD: Do you know
what our states are coming to? It is just
pollution now. It would help if you outlaw
beer cans and pop cans because when people
are finished with them they throw them
down. If you could put it in bottles with a
5¢ deposit. That will help land pollution a
little. Now it is a problem to stop water pol-
lution and air pollution,

Sincerely yours,
CaroL COULTER.
BEND, OREG.,
November 25, 1969,

DeAr SEnaToR Packwoon: It is our duty
in Bend to not throw trash out. It would be a
help if they would outlaw cans and have all
bottles returnable with five cent charge. I
think that would help a great deal about the
litter problem. There should be a law about
mill and construction companies putting
there wastes in rivers and streams and lakes.
The mills should have a pond to put their
logs in and why should the construction com-
panjes dump dirt in the water. If we don't
stop the alr pollution 1t will melt the polar
ice caps and the coastal cities will drown
by water.

Sincerely,
BriaN Moopy.
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BenD, OREG,
November 25, 1969.
DeAr SEwnATOR PAcKwWoOD: I am a fourth
grade girl. I would like to help stop pollu-
tion. We are making posters for pollution.
We would like you to vote to help stop pollu-
tion. I think we should not let people put
sewage in the Deschutes River and all the
rivers of Bend. If you could stop people from
selling smokes it would stop some of the air
pollution.
Please help us.
Thank you.
Sincerely,
MARETTA LOUISE SEUELL,
BEND, ORES.
November 24, 1969.
DEAR SENATOR PAcEwooD: I would like to
know why kids can't vote on litter? Why
won't there be cars and airplanes go by
electric to stop pollution? And have no de-
posit cans and deposit bottles.
Sincerely,
EIMBRELL CUMMINS.

BEND, OREG.

November 24, 1969.
DeAR SENATOR PACKWoOD: Would you please
make no deposit no return bottles. Because
this town is going to be pretty polluted. The
teen-agers and the parents are the ones who
make this town polluted. Not us little kids.
Water is the hardest to keep clean. Because
when somebody cleans up the ditches in this
town, people put it back In it. Land is hard

to keep clean too. And so is air,
Sincerely,
BRIAUNA MicHELLE HoLLY.

MESSAGES FROM THE PRESIDENT

Messages in writing from the Presi-
dent of the United States submitting
nominations were communicated to the
Senate by Mr. Leonard, one of his sec-
retaries.

EXECUTIVE MESSAGES REFERRED

As in executive session, the Presiding
Officer laid before the Senate messages
from the President of the United States
submitting sundry nominations, which
were referred to the Committee on
Armed Services.

(For nominations this day received,
see the end of Senate proceedings.)

TAX REFORM ACT OF 1969

The Senate continued with the con-
sideration of the bill (H.R, 13270), the
Tax Reform Act of 1969.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment of
the Senator from Hawaii.

Mr, WILLIAMS of Delaware. Mr. Pres-
ident, I ask for the yeas and nays on the
amendment.

The yeas and nays were ordered.

Mr. WILLIAMS of Delaware. Mr.
President the Treasury strongly sup-
ports section 515 of the Tax Reform Act
as reported by the Senate Finance Com-
mittee. This provision would deny capi-
tal gains treatment—on a prospective
basis only—for the portion of a lump-
sum distribution from a qualified pen-
sion or profit-sharing plan to the extent
it consists of contributions by the em-
ployer. To prevent distortion in tax lia-
bility which might result from includ-
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ing several years income in the gross in-
come of 1 taxable year, this provision
contains a special averaging provision.

The Treasury believes that employer
contributions to a pension or profit-
sharing plan should be treated as ordi-
nary income. Such amounts are com-
pensation for services rendered. They do
not cease to be compensation and are
accumulated in a tax-exempt trust for
the benefit of the employees.

There have been statements circulating
recently to the effect that this provision
will result in a fax increase for recipients
of relatively small distributions and a
tax decrease for recipients of large dis-
tributions. These statements are incor-
rect. In fact, most recipients of rela-
tively small distributions, that is, $20,-
000 or less—would have a smaller tax
liability than they now have with capital
gains treatment because of the favorable
averaging rule provided. High paid cor-
porate executives will generally have a
greater tax liability. This demonstrates
that capital gain treaments is inappro-
priate as an averaging device in that it
has uneven effects depending upon in-
come size. A 5-year average as proposed
in the bill provides the same fype of
averaging benefit to all taxpayers, re-
gardless of income size.

The Treasury believes that existing
law provides an unwise incentive for em-
ployees to elect lump-sum distributions
from pension and profit-sharing plans to
obtain capital gains treatment; aside
from this tax benefit it would normally
be in their best interest to receive pe-
riodic distributions. Section 515 of the
bill will tend to remove this unwise in-
centive. This will strengthen the effec-
tiveness of the private pension system
in providing for the continuing needs of
employees after retirement.

Mr. President, there is $55 million in-
volved in the pending amendment and, if
agreed to, it would mean one more step
backward from the so-called tax reform
which has been approved by the commit-
tee and strongly endorsed by the Treas-
ury Department.

To summarize, I point to existing law,
where the employer’s contribution to the
private pension plans, plus all apprecia-
tion thereon, as a result of the invest-
ment, is and can be accepted as a lump-
sum payment and receive favorable capi-
tal gains treatment. Under the commit-
tee bill, we would provide that the em-
ployer’s contribution would be subject to
regular, normal income tax, but that the
capital gains treatment would apply
only to the appreciation in the invest-
ment of the contributions. I certainly
think that this is one loophole we should
close. By all means, I hope that the
amendment will be rejected.

I say again that there is $55 million
involved. If we keep whittling away here,
there will soon be nothing left.

Mr, MILLER. Mr. President, will the
Senator from Delaware yield?

Mr. WILLIAMS of Delaware. I yield.

Mr, MILLER, Is it not true that the
way the committee handled this item was
to make it prospective and operational?

Mr, of Delaware. That is
correct.

Mr. MILLER. So that those who will
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retire, let us say, next January or Feb-
ruary, would find no change whatever in-
sofar as their lump sum payment is con-
cerned and as to how the tax law would
handle it over what is now the case.

Mr. WILLIAMS of Delaware. The Sen-
ator is correct. This is completely pro-
spective only, but it is a correction long
overdue in the Revenue Code.

Mr, MILLER. Is it not true that espe-
cially in a case of the employee with a
farily long term of service, the great
bulk of the lump sum payment is at-
tributable to the accumulation in a tax-
free trust rather than to payments made
by an employer as a contribution to the
trust in previous years?

Mr, WILLIAMS of Delaware, That is
correct.

Mr. MILLER. Is it not true that the
committee’'s action leaves the capital
gains at least on the great bulk of the
payout alone?

Mr. WILLIAMS of Delaware. Yes.
That should be subject to capital gain
because it is capital appreciation the
same as it would be if it was a private
investment. But on the other hand, the
employer’'s contribution to the pension
fund is a part of the income of the in-
dividual and even though it is deferred
income it should be taxed at regular
rates. The committee bill also provides
an averaging provision so it does not
hit him in the high bracket all in 1
year.

Mr. MILLER. In the case of the situa-
tion where the employee has made a con-
tribution down through the years, as well
as the employer, that portion of the
lump-sum payment which is attributable
to the employee’s own contribution is
merely a return of income which he has
previously paid taxes on and is not taxed
at all under the committee bill.

Mr. WILLIAMS of Delaware. That
is true. It is not taxed either under exist-
jbnﬂei law or in the Finance Committee

Mr. MILLER. I thank the Senator
from Delaware.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment of
the Senator from Hawaii.

Mr. LONG. Mr. President, I personal-
ly voted to support the position taken
by the distinguished Senator from
Hawail (Mr. INoUYE) in committee, I
would have felt constrained to stay with
the committee position except for the
fact that members of the committee have
been voting on the merits of these mat-
ters as they felt about the matter in the
committee. I believe this does involve
a Sears & Roebuck retirement plan,
does it not, I ask the Senator?

Mr, INOUYE. The Senator is correct.

Mr. LONG. Many people who have
such retirement plans working in States
to the north, east, and west of us are
planning and hoping, when they earn
their retirement, to take a lump sum set-
tlement, pay a capital gains on it and
then move to warmer climates, such as
Florida, or perhaps Louisiana, or Cali-
fornia, or Hawaii—where climates are
not so harsh on elderly people and they
may live out their remaining years in
modest comfort.

To tax this settlement as ordinary in-
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come does impose a considerable burden
upon them, without involving a great
deal of tax revenue, and it causes very
much inconvenience to a lot of people
who are planning to retire and move to
some other place from where they
worked; is that not correct?

Mr. INOUYE. The Senator is abso-
lutely correct.

Mr. LONG. I have talked to people
involved in this Sears & Roebuck pen-
sion plan, and I do not really regard it
as a loophole, where people have earned
their retirement over a long period of
time, that they are permitted to have
capital gains treatment. I think that,
while perhaps some people might receive
an undue tax advantage, the over-
whelming bulk of the people affected are
those with modest means, who work hard
for the retirement benefits to which they
are entitled, and I would, therefore, very
much dislike to see capital gain treat-
ment taken away from them. Thus, I
shall vote for the Senator’s amendment.

Mr. INOUYE. I thank the Senator.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment
of the Senator from Hawaii.

Mr., WILLIAMS of Delaware. Mr.
President, with reference to the effect
of this amendment, I would like to read
some figures given in the President’s
1963 tax message relating to a proposal
to deal with this problem. These are ac-
tual cases where employees received very
large lump-sum distributions and gained
the benefit of the low capital gains tax
on these distributions.

I ask unanimous consent that a table
listing these lump-sum distributions be
printed in the Recorp.

There being no objection, the table
was ordered to be printed in the Recorp,
as follows:

1. The following lump-sum distributions
were received under the pension plan of
Employer M within the period from 1954 to
1960:

Amount

2. The following lump-sum distributions
were received under the profit-sharing plan
of Employer N during the years 1960 through
1962:

During 1962, over 10 employees received
lump-sum distributions of $200,000 or more
under this profit-sharing plan.

3. A lump-sum distribution of $843,000
was recelved under the pension plan of Em-
ployer O in 1959.

4. A lump-sum distribution of $332,348
was recelved under the pension plan of Em-
ployer P in 1961.

Mr., WILLIAMS of Delaware. Mr,
President, this table, which as I said, is
derived from information in the Presi-
dent's 1963 tax message shows one em-
ployee receive a lump-sum distribution of
$524,164. Another employee received
$503,670. Yet another employee received
$428,617, and so forth on down the line.
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I think the Senate should be aware of
what we are voting on here. We are deal-
ing with large benefits for certain in-
dividuals who are deferring their salary
income and who under present law only
pay a tax at capital gains rates when
they receive that deferred income. This
is one of the loopholes that preceding
Presidents as well as the present Presi-
dent, have recommended should be cor-
rected. The committee’s bill does deal
with the loopholes.

I hope the amendment which would
strike the reform from the bill will be
defeated.

Mr. LONG. Mr. President, about $10
million is involved in this amend-
ment—— |

Mr. WILLIAMS of Delaware. The orig-
inal estimate was $5 million in 1971, $10
million in 1972 and $55 million ulti-
mately.

Mr. LONG. I am advised that about
$10 million is involved in this amend-
ment.

Mr. President, in the bill we have in-
creased the capital gains tax from a 25
percent tax up to a 37% percent tax. So
the capital gains tax, by virtue of this
bill, becomes a graduated income tax. To
be sure, it is not a graduated income tax
going up as high as the tax on ordinary
income, but now we have it, by vote of the
Senate, up to 37'% percent.

So if one who is making a substan-
tial income receives a lump sum distribu-
tion from a pension plan, he would have
under the bill a substantial increase in
tax on the lump sum distribution by vir-
tue of what we have done in increasing
the capital gains tax rates—the top
rate, in fact, is increased by 50 percent.

That being the case, it would seem to
me that the people who were retiring
under the Sears, Roebuck or Proctor &
Gamble retirement plans would have
their taxes increased substantially, any-
way.

I tend to agree with the Senator from
Hawalii. I do not like to see these people
taxed more than others. It may be that
my opinion may put me at variance with
others, but I find myself in sympathy
with these people who want to retire and
move to a pleasant climate.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment of
the Senator from Hawaii. On this ques-
tion, the yeas and nays have been or-
dered, and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. MANSFIELD. I announce that the
Senator from New Mexico (Mr. ANDER-
sonN), the Senator from Virginia (Mr.
Byrp), the Senator from West Virginia
(Mr. Byrp), the Senator from Massachu-
setts (Mr. Kexnneny), the Senator from
Minnesota (Mr. MoNDALE) , and the Sena-
tor from Missouri (Mr. SYMINGTON) are
necessarily absent.

I further announce that the Senator
from Alabama (Mr. ALLEN), the Senator
from Nevada (Mr. Caxnon), and the
Senator from Louisiana (Mr. ELLENDER)
are absent on official business.

I further announce that, if present
and voting, the Senator from Nevada
(Mr. Cannon) , and the Senator from Vir-
ginia (Mr. Byrp) would each vote “yea.”
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Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
is absent on official business.

The Senator from South Dakota (M,
MunpT) is absent because of illness.

The Senator from Pennsylvania (Mr,
ScHEwWEIKER) and the Senator from
Alaska (Mr., STEVENS) are necessarily
absent.

On this vote, the Senator from Alaska
{Mr, STeEVENS) is paired with the Sena-
tor from Arizona (Mr, GOLDWATER). If
present and voting, the Senator from
Alaska would vote “yea’” and the Sena-
tor from Arizona would vote “nay.”

The result was announced—yeas 50,
nays 37, as follows:

[No. 189 Leg. |

YEAS—B0
Hruska
Hughes
Inouye
Jackson
Javits Prouty
Jordan, N.C Randolph
Long Smith, Maine
Magnuson Smith, Iil.
Mansfield Sparkman
MceCarthy Spong
MeClellan Stennis
McGee Talmadge
McIntyre Thurmond
Meatcalfl Tower
Montoya Tydings
Murphy Young, Ohio
Muskie

NAYS—37

Packwood
Pastore
Pearson
Percy

Hollings

Alken
Allott
Baker
Bellmon
Bennett
Boggs

Nelson

Pell

Proxmire
Ribicoff
Russell

Saxbe

Scott
Williams, N.J.
Willlams, Del.

Fannin
Fulbright
Goodell
Gore
Hansen
Harris
Hart
Hartke

Jordan, Idaho
Mathias Yarborough
Young, N. Dak.

McGovern

Miller

Moss
NOT VOTING—13

Ellender Schweiker

Goldwater Stevens

Kennedy Symington

Mondale

Mundt

INOUYE's amendment

Anderson
Byrd, Va.
Byrd, W. Va.
Cannon

So Mr.
agreed to.

Mr. INOUYE. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. LONG. Mr. President, I move to
lay that motion on the table,

The motion to lay on the table was
agreed to.

AMENDMENT NO. apz2

Mr. RIBICOFF. Mr. President, I call
up amendment No. 392.

The PRESIDING OFFICER.
amendment will be stated.

The assistant legislative clerk proceed-
ed to state the amendment.

Mr. RIBICOFF. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it i1s so ordered; and the
amendment will be printed in the
RECORD.

The amendment, ordered to be printed
in the REcorp, reads as follows:

On page 23, line 16, strike the phrase “one-
fifth of 1 percent” and insert in lieu thereof,
the phrase “one-tenth of 1 percent (for tax-
able years beginning in 1970, one-fifth of 1
percent).”

was

The
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On page 24, after line 20, insert the follow-
ing new subsection:

“(oc) ADJUSTMENTS IN RATE oF AUDIT-FEE
Tax.—The Secretary or his delegate shall
maintain such records as are necessary to
reflect accurately both the costs of admin-
istering the provisions of this chapter and
the total taxes collected under subsection
(a). He or his delegate shall report annually
to the Joint Committee on Internal Revenue
Taxation the total amount of the taxes col-
lected under subsection (a) and the total
costs of enforcing the provisions of this chap-
ter and shall recommend to the committee
the rate of audit fee which shall reasonably
approximate the costs of such audit.”

The PRESIDING OFFICER. Does the
Senator wish to consider the amend-
ments en bloc?

Mr. RIBICOFF. Yes, I ask unanimous
consent that the amendments be con-
sidered en bloc.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. RIBICOFF. Mr, President, the
amendment is being offered on behalf of
the Senator from Nebraska (Mr. CURTIS),
the Senator from Utah (Mr, Moss), the
Senator from Illinois (Mr, Percy), and
myself.

Mr, President, I ask unanimous con-
sent that the names of Senators Har-
FIELD, Tower, Javits, RanNpoLpH, and
HrUskA be added as cosponsors of the
amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. RIBICOFF. Mr, President, the pur-
pose of the amendment is to carry out
the recommendation of the Finance
Committee.

On page 27 of the report, the commit-
tee pointed out that for the first time
they were establishing a user charge to
pay for the cost of auditing the assets of
foundations. However, on a study of the
actual costs, there is no question that
after the first year a fee of one-fifth of
1 percent will bring in twice as much
money as necessary to audit foundations.

Since this is not a tax, but is really
a service charge, it is our feeling that
the rate should correspond with the ac-
tual cost to the Internal Revenue Service
for auditing the assets of foundations.
And, as a consequence, we do believe that
after the first year it should be lowered
to one-tenth of 1 percent of assets.

At the suggestion of the Senator from
Illinois (Mr. PErcY), we added an addi-
tional sentence to provide: “and the
total costs of enforcing the provisions
of this chapter and shall recommend to
the committee the rate of audit fee
which shall reasonably approximate the
costs of such audit.”

Mr. President, since the Percy amend-
ment would require the foundations to
pay out 6 percent of assets, there is no
justification whatever, for charging them
this extra money.

Mr. CURTIS, Mr. President, will the
Senator yield?

Mr. RIBICOFF., 1 yield.

Mr. COURTIS. Mr. President, I whole-
heartedly support the amendment.

There was a clear-cut vote in the com-
mittee on whether we should have a tax
for revenue or an audit fee so that the
foundations could be thoroughly, auto-
matically, and continuously audited. The
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committee turned down the idea of a tax
for revenue and agreed to the audit fee
proposal. In this action, we were in ac-
cord with the principle advocated by the
Treasury.

The Treasury advocated a 2-percent
tax on income.

The committee based the charge on the
assets of the corporation and for a very
valid reason. The foundation that
hoarded its assets and did not produce
very much income would pay a low tax.
The foundation that produced all the
income they could and paid it out would
have to pay a higher tax.

There are several places in the bill
where they are required to ascertain the
value of their assets.

So, first the commitiee fixed a tax on
assefs. I point out that if we transfer the
Treasury’'s recommendation of 2 percent
on income to assets, that is equivalent to
one-tenth of 1 percent at 5 percent. And
we have already provided for a 6 per-
cent tax.

The amendment will bring in all of
the money we need. We want a thorough
audit. It will be in line, I think, with
what many members of the committee
wanted. It will correspond in amount to
the amount the Treasury recommended.

I hope the amendment is agreed to.

I thank the Senator for yielding.

Mr. PERCY. Mr. President, will the
Senator yield?

Mr. RIBICOFF. I yield.

Mr. PERCY. Mr. President, I indicate
my solid support for the amendment., I
appreciate very much the acceptance by
the Senator from Connecticut of the
suggested amendment language.

I think the Senafe Finance Committee
took a major step forward in recog-
nizing that there should be a charge
against assets rather than against in-
come.

I think the implication of the House
version of the bill is that there is to be
an income tax imposed on foundations.
And nothing could be more ridiculous or
harmful, because what would we do if we
had a T-percent tax on income of founda-
tions?

We would take the 7 percent of income
away from the foundations from which it
goes mainly to education, health, and
basic research. We would then move that
income into the Treasury Department,
appropriate the money through Govern-
ment channels to the very same type
agencies for the very same purposes.
However, we would deduct the cost of the
administration of the Government. We
would have Government employees
rather than foundation personnel. And
we would lose the benefit of receiving
all the volunteer help received by the
charitable, educational, and health insti-
tutions that are in the volunteer private
sector. Moreover, past experience has in-
dicated that we cannot always be sure
these Treasury funds would go toward
priority programs.

Actually, we would be shrinking the
benefits that would be received by the
people of the United States as a result of
our action.

This amendment is intended to make
clear that we are not seeking to impose
on income tax for revenue purposes, but
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only a charge to provide an amount suf-
ficient to cover the audit services to be
performed by the Treasury Department
and which the foundations themselves
are quite willing to pay for. I therefore
fully support the amendment.

Mr. RIBICOFF, The Senator is cor-
rect. We are not really at variance with
the Finance Committee.

I again praise the Finance Committee
for even thinking of putting this into
the pending bill. Once the audit is made,
the Government and the country for the
first time, will really know what founda-
tions are all about, where their assets
are, where they are going, and what they
are doing.

I commend the Finance Committee for
taking a step that would accomplish this.

We are trying with this amendment to
bring the bill into line with what the
report says the intentions are.

Mr. RANDOLPH, Mr. President, will
the Senator yield?

Mr. RIBICOFF. I yleld.

Mr. RANDOLPH., Mr. President, I com-
mend the able Senator from Connecticut
for offering the amendment with the
cosponsorship of other interested Sena-
tors. I have listened to his presentation,
and to the remarks of the Senator from
Nebraska (Mr. CurTtis), and the remarks
of the Senator from Illinois (Mr.

Percy); and I am gratified at the ap-
parent feeling of unity in reference to
this matter. I trust that the Finance
Committee, through its leadership on
both sides of the aisle, will believe that
this approach—which is a strengthening

amendment, as it were, and a clarifica~
tion—ecan be incorporated in the pending
bill. The Senator from Texas (Mr.
ToweRr) also has been interested in this
amendment and other Senators have in-
dicated their support.

I emphasize that it is very important
to realize that in most of the foundations
there are persons by the hundreds
throughout the United States who are
working as volunteers. The officers and
directors of the foundations are often
paid nothing for their work. The moneys
that are contributed from the founda-
tions to worthy causes are carefully con-
sidered; and, by and large, programs of
the educational institutions, the merited
scholarships, and the additions to our
medical facilities—all programs vital to
the progress of our American soclety—
have been carried forward by volun-
teers—people who are knowledgeable and
realistic as to local and national needs
and perform a service without compensa-
tion.

It is right that such people be encour-
aged, that these concerned citizens con-
tinue their work, and that we not dupli-
cate with unnecessary government,
through employees of the Federal struc-
ture, in such bookkeeping.

Mr. RIBICOFF. I thank the Senator.

Mr. President, I ask unanimous con-
sent that the name of the Senator from
Kansas (Mr. DoLE) be added as a co-
sponsor of the amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CRANSTON. Mr. President, will
the Senator yield?

Mr. RIBICOFF. I yield.
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Mr. CRANSTON. Mr President, I
should like to speak in regard to and in
support of the Senator’s amendment,
with particular reference to the amount
that would be made available for audit
purposes by the amendment.

Ever since I learned of the action
taken in the other body to deal with
this topic, and then the action taken
in the Senate committee, I have been
seeking to ascertain how much money
would be required by the Bureau of In-
ternal Revenue to conduct the audit au-
thorized by the bill. The amount ap-
peared to me, initially, to be excessive,
and I base that upon my own knowledge
of auditing costs acquired through serv-
ice as State Comptroller in California.

The Bureau of Internal Revenue was
quite reluctant, and the Treasury De-
partment was perhaps even more re-
Iuctant to come up with a figure. I kept
pressing for a figure. On Friday I was
told informally that a figure would be
made available to me during the day, in
the form of a letter that would be signed
as soon as the top person became avail-
able to sign the letter. We managed to
learn informally from somebody of high
position in IRS—a person I think
totally knowledgeable in this area—that
the amount made available by the com-
mittee bill was more than was required
and that the amount proposed in the
pending amendment was totally ade-
quate for the sort of audit that Con-
gress wishes.

Then, for whatever the reason may
be—the IRS letter was not made avail-
able. The formal statement was with-
held, without explanation I suspect that
the reason may well be that the Treas-
ury or the Bureau of the Budget would
like to have the extra $25 million that
would be made available by the com-
mittee bill. That, of course, amounts to
taxing the foundations an extra $25 mil-
lion, roughly, which is contrary to the
will of the committee; because the com-
mittee has made plain that it does not
want a tax, that it simply wants to make
available whatever funds are adequate
for the audit. I am sure all of us agree
that the audit would be very helpful, and
that adequate funds should be made
available to cover its cost.

So I strongly urge—and I base this
upon the information that comes from
the executive branch—support of the
amendment, which would make avail-
able the funds required, and no more
than are required, for the audit we all
want.

I would also like my name to be added
as a cosponsor of the amendment.

Mr. RIBICOFF. Mr. President, I ask
unanimous consent that the name of the
Senator from California (Mr, CRANSTON)
be added as a cosponsor of the amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. RIBICOFF. The Senator is cor-
rect. Originally, when we were drawing
this amendment, we thought we would
make it one-tenth of 1 percent, begin-
ning the first year. But after discussions
with the staff, we found that one-tenth
of 1 percent would not quite cover the
first year. It is estimated that this will
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cost approximately $25 million a year,
and the $25 million a year will be covered
after the first year by one-tenth of 1 per-
cent. The one-fifth of 1 percent will bring
in in excess of $25 million. In any event,
once the audit is made and the IRS
knows the actual cost, they will make a
recommendation; and when the recom-
mendation is made, if it requires more
than one-tenth of 1 percent, we can in-
crease the one-tenth of 1 percent figure.

So it is certainly the desire of the co-
sponsors to make sure that the general
tax revenues in no way pay for the cost
of the audit, but that actual cost of the
audit will, throughout the years, be borne
by the foundation, by the adjustment of
tax rates.

Mr. CRANSTON. I thank the Senator
for that response, and for his fine work
in this matter.

Mr., PERCY. Mr. President, will the
Senator yield?

Mr. RIBICOFF. I yield.

Mr. PERCY. One thing that I think
should be pointed out is that the one-
fifth of 1 percent in the first year would
provide approximately $50 million. With
that amount, 5,000 men could be hired
at $10,000 a year each. I cannot imagine
that the Treasury Department antici-
pates requiring or hiring that type of
force. But whatever they require to do
a thoroughly adequate job, that is what
our intention is, and that is the inten-
tion of the foundations. The intention
is not harassment; no one is thinking
about that. The intention is a thorough
audit and to make certain that they can
verify what has transpired.

I think we have helped considerably
by requiring annual public accounting
and an annual CPA report to be made by
the foundations. The Treasury Depart-
ment certainly can rely on and use the
madterial that is developed by the CPA's.
So that when the amount drops back to
the equivalent of approximately $25 mil-
lion a year, I think that still will be
more than adequate. If for any reason
they require more, the amendment I
have added—and which I appreciate the
Senator from Connecticut accepting—
provides for the Treasury Department to
inform the Congress whether an escala-
tion or decrease in audit charges are
necessary or desirable.

Mr. RIBICOFF. The Senator is cor-
rect.

Mr. PERCY. And this is perfectly ac-
ceptable to the foundations. They recog-
nize that it may be reduced or increased.
I cannot imagine that it would be in-
creased, but we have made adequate pro-
vision.

I also wish to affirm that which was
stated by the Senator from Connecticut
regarding the increase we have now
made over the committee bill in the per-
centage of assets to be paid out by the
foundations. There is no question—and
I reiterated it when I offered the amend-
ment increasing the payout from 5 to 6
percent—that it is going to require some
adjustment on the part of some founda-
tions that have been paying out consid-
erably less than this, But, having done
that—and I hope it will be sustained by
the conference, and I have every reason

to believe that it will be—we do not wish
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tga;dd a punitive tax of any kind at this
stage.

Mr. LONG. Mr. President, the tax that
was levied for audit purposes in the Fi-
nance Committee bill was fixed at the
rate in the bill because we wanted to be
sure that it would yield enough revenue
to meet the costs of the audit work, Since
that time, this Senator has made some
studies and has consulted with our staff.
I have been advised that after the first
year less money may be needed for audit
purposes than in the first year.

We really have no desire to collect
more than is needed for audit purposes.
We believe that the amount suggested
by the Senator’s amendment will be ade-
quate for this purpose. If it is not, we
can increase it later, and the amendment
contemplates that.

The major benefit of this bill, if it be-
comes law—and I believe it will—is that
for the future we can expect to have
these foundations do a great deal more
work with thelr resources than they have
done in the past. I am pleased to see the
Senator from Illinois nodding, because
the bill moves in that direction—to make
them pay out more of their resources for
charity, for education, and for other
worthy purposes.

We believe the foundation provisions
of the bill will do & world of good, not
by raising revenue but by regulating the
activities of foundations and requiring a
significant benefit to charity to flow from
their resources. So, in justification, the
amendment seeks to tailor the revenue
raised more closely to the audit needs
after the first year. It would not change
the amount raised in the first year, while
we are determining how much is to be
needed.

I have no objection to the amendment.
1f we find the amount of revenue in the
second year and the third year is not
enough for audit purposes, we would
have little difficulty increasing the tax
to achieve whatever revenue might be
needed for that purpose.

Mr., WILLIAMS of Delaware. Mr.
President, I do not argue with my friend,
the Senator from Connecticut. The ques-
tion is: Is that all we wanted to achieve?
There is not a taxpayer in America who
would not be delighted to have his tax
obligation limited to the cost of audit-
ing his returns,

The bill as it was passed by the House
and sent to the Senate was based on the
premise that these foundations would be
taxed at 7.5 percent on their investment
income, Under that proposal $65 million
of revenue would have been produced in
the first year, and thereafter it would
have advanced to $100 million. The Com-
mittee on Finance, in changing the
method of taxing foundations to a tax
on assets instead of on income would pro-
vide $40 million of revenue the first year,
which would rise eventually to $556 mil-
lion. The pending amendment would not
change the revenue in the first year but
would thereafter cut the amount back
by at least one-half, on the average,
s0 that eventually it would result in a
$27%,-million cutback.

This is a question of degree, How far
do we want to go toward taxing these
foundations? Again, it 1s erosion, but
recognizing there are only about 12 or
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14 shopping days before Christmas and
that the Senate is dealing with a Christ-
mas package and also realizing the over-
generosity of the mood of Congress I shall
not delay the Congress by requesting a
record vote on something for which I
know they would vote.

Mr. RIBICOFF, Mr. President, it
should be pointed out that what I am
trying to do is to carry out the thinking
of the committee. On page 27 of the re-
port of the Committee on Finance it is
stated:

The committee views this tax as a super-
visory fee and as an indication of the amount
of funds needed by the Internal Revenue
Service for proper administration of the In-
ternal Revenue Code provisions relating to
private foundations and other exempt orga-
nizations.

I think the Senator from Delaware will
agree that the 1 percent in the first year
is more than enough to cover all the su-
pervision we need. In the first year if it is
indicated that one-tenth of 1 percent in
subsequent years is not sufficient, then
the provision on page 2 of the amend-
ment which requires the Internal Reve-
nue Service to make this known and rec-
ommend what is needed to pay for the
supervision, does give the Committee on
Finance and the Congress an opportu-
nity to raise that one-tenth of a 1 per-
cent.

Again, I say it was not the intention of
the committee at any time during the
consideration of the measure to provide
that the Treasury was to make money
to pay for the costs. My amendment car-
ries out the thinking and the wishes of
the Committee on Finance,

Mr, WILLIAMS of Delaware. Mr.
President, I shall not delay the Senate
by arguing the matter further, There
were some members of the committee
who felt the purpose of the bill was to
raise revenue for the U.S. Government.

Mr. GOODELL. Mr, President, will the
Senator yield?

Mr. PERCY. 1 yield.

Mr. GOODELL. Mr, President, I wish
to commend the distinguished Senator
from Connecticut and the distinguished
Senator from Nebraska for offering the
amendment. I ask unanimous consent to
be added as a cosponsor of the amend-
ment,

The PRESIDING OFFICER (Mr. Mus-
KIE in the chair). Without objection, it
is so ordered.

Mr. GOODELL. Mr. President, I would
like to direct a comment to the chair-
man of the committee. I think the im-
portant part of the change that has been
made in the Senate on this question was
made in the Committee on Finance. We
can differ as to how much is necessary to
enforce the auditing of the foundations,
but the eritical change was made in the
committee to raise the money necessary
by a supervisory tax on the assets of the
foundations rather than on income.

I would like to ask the distinguished
Senator from Louisiana if it is his feel-
ing that the Senate conferees will stand
very strong on the principle that what-
ever tax we have to audit the founda-
tions, it should be a tax on assets rather
than income.

Mr. LONG. Mr. President, the Senator
from Louisiana will stand by the Senate
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position, but I think I should make it
clear that while I believe the Senate will
prevail numerically in the conference on
this bill with regard to a great number
of the committee amendments and floor
amendments, I think I would be mislead-
ing the Senate if I said that I think we
can make the House agree in terms of
dollars of revenue.

Mr. GOODELL. I understand,

Mr. LONG. That is a different matter.
What is being discussed here involves a
very small amount of revenue. But I be-
lieve when the House takes a look at this
bill and sees the revenue shortfall—
which because of floor amendments is
going to be far greater than that of the
House bill—I think the House is going to
insist on prevailing in terms of dollars,
although we may prevail in other re-
gards.

Mr. GOODELL, I understand that in
cominittee there was overwhelming senti-
ment with regard to a supervisory tax
pased on foundation assets rather than
income.

Mr. WILLIAMS of Delaware. That
sentiment was about the same as the
overwhelming sentiment against the
Gore amendment.

Mr. GOODELL. I hope not.

Mr. WILLIAMS of Delaware. That in-
cludes many of the other amendments.

As one potential conferee I am speak-
ing on many of the other amendments in
this better than $10-billion Christmas
tree package. The Senate is going to pass
a bill providing over a $10-billion loss in
revenue as the result of adoption of the
many amendments we have passed—and
I am not speaking of this amendment in
particular.

Any number of Senators have said to
me, “I voted for that amendment, but you
can eliminate it in conference.” In my
opinion those who voted for these amend-
ments and who want to brag about their
votes back home had better send to con-
ference only those conferees who will
stand by the amendments. Personally I
would not serve as a conferee unless it
were understood that we should try to
bring back a good bill in spite of Senate
action,

Mr. GOODELL. Mr. President, I am
glad the Senator has made this point.
I voted with him on the Gore amend-
ment,

We are not talking here about the reve-
nue-raising principle: we are talking
about the principle of whether founda-
tions should be taxed on income or on
assets, so that a tax will not be raised
at a later day which would make it a full
tax on income.

Mr, WILLIAMS of Delaware, Mr. Pres-
ident, I recognize that generally it is the
obligation of the conferees to go to con-
ference and defend the position of the
Senate without regard to the individual
position of conferees. I recognize that as
a general principle. But I am speaking
here of not just the Gore amendment,
but the more than $10 billion overall
revenue loss which has been added to this
bill by floor amendments which has no
relation to tax reform. I want to clarify
my position as a potential conferee. On
this amendment, I supported in com-
mittee the principle that these founda-
tions should pay taxes. I still think they
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should, and as a potential conferee I have
not changed my mind. I think other Sen-
ators feel differently. I think the Senator
from Louisiana expressed that quite well.

Mr. GOODELL. On the Gore amend-
ment we had a rollcall vote. We are not
going to have a rollcall vote in the Senate
to test the sentiment of Senators of this
principle. Conferees will be going to the
conference without the overwhelming
sentiment of the Senate as expressed in
a rollcall vote. That is why I raised the
point. I think that overwhelmingly the
Senate would back up the Committee on
Finance to tax assets only enough to
audit the funds. We would oppose the
position taken in the House.

Mr. LONG. Mr. President, so far as I
am concerned, I have never felt that the
presence or absence of a rollecall vote
made the least bit of difference when we
went to conference on something that
the Senate wanted to do. When the Sen-
ate wants to do something, that is what
it wants to do. It is generally my impres-
sion that if something can be agreed to
by a voice vote, whether it happens to be
unanimous or not, if agreed to, that is
the expression of the Senate. But, if a
Senator wants to make a record and
have a rollcall vote, that is his privilege.
So far as I am concerned, however, it
does not mean that the Senate is any
more for an amendment than if we
agreed to it by a voice vote.

The committee was closely divided on
the issue of the audit fee concept, but
that concept did prevail in the commit-
tee. When we go to conference, however,
we certainly cannot guarantee that we
will run over the House conferees in
order to prevail because, as we all know,
that cannot be done.

Mr. RIBICOFF. May I say, for the
benefit of my colleagues, that I have the
utmost confidence in the conferees of the
Senate Finance Committee. I have dis-
cussed this amendment with the chair-
man and the ranking minority member
and I think they understand how the
Senate feels, They certainly will back up
their basic report. I am satisfied that the
Senator from Louisiana, whether this is
a rollcall vote or a voice vote, under-
stands the sentiments of the Senate. I
have the utmost confidence that he will
do everything he can in conference to
have those sentiments prevail.

I do not seek to delay the proceedings
of the Senate any further. We are all
anxious to get this bill over with, But
it should be pointed out that even the
remarks of the distinguished Senator
from Delaware in what he was talking
about, the amendments that were added
to the bill, costing huge sums of money,
he kept on saying that he does not in-
clude this amendment, he does not in-
clude this amendment.

Mr. President, I ask unanimous con-
sent that the name of the Senator from
Hawaii (Mr. INouYE) be added as a co-
sponsor to the amendment,

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. RIBICOFF. Mr. President, the
fact that so many Senators wish to be
cosponsors of the amendment should be
getting the message across to the chair-
man,
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Mr. LONG. So far as I am concerned,
if people want to insist on delaying the
Senate with rollcall votes before taking
something to conference, that is all right
with me, but either a rolleall vote or a
voice vote will make no difference in
conference.

Mr. WILLIAMS of Delaware. I agree
that there is no difference whether we
have a rollecall or a voice vote. I only
said that I would not ask for a rollcall
vote in order to expedite the business of
the Senate. We have already spent more
time talking about having a rolicall vote
on this amendment than it would have
taken to have the rollcall itself. Let us
vote either on a rollcall or on a voice
vote and get on with our business.

Mr. MOSS. If I understood the Senator
from Delaware correctly, he spoke of the
amendments that had been added in the
Senate that would cost money and he
said that as a potential conferee he was
going to see that they were rectified in
conference. It seems to me that the Sen-
ator is announcing in advance that if
things that do not accord with his view
on the tax bill, he will not support them
as a conferee if he goes to conference on
the bill as one. Is that correct?

Mr. WILLIAMS of Delaware. I was
not necessarily speaking of this amend-
ment. I said¢ we have already approved
amendments which will result in a loss
in revenue of nearly $12 billion. We just
cannot afford such irresponsible action,
and I would not be bound as a conferee
to do so. I want that clearly understood.

Mr. MOSS. I understood there were
other amendments, not just this one.

Mr. WILLIAMS of Delaware. The
amendments that have been added on
the floor to the bill will cost over $10
billion next year. Another $1.7 billion of
additional cost will be added in later
years. I do not think we can afford that.
There will be an effort made later to cor-
rect -t, but if we do not correct it I want
to make it clear that I would not be
bound as a conferee to pledge to support
those amendments.

Mr. MOSS. That is the point I wanted
to have clarified. When the Senator says
in advance that he could not support any
of the amendments that have been added
to the bill, he is saying that he would
apparently——

Mr, WILLIAMS of Delaware. Senators
might be interested in knowing that
some of the Members who have offered
amendments have come up to me later
and said, “I do not care if you delete
that amendment in conference.” [Laugh-
ter.] I will not be a party to such polit-
ical hypocrisy.

Mr, RIBICOFF. I have such confidence
in the conferees that a voice vote will be
satisfactory.

SEVERAL SENATORS. Vote! Vote! Let us
vote.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment
of the Senator from Connecticut (Mr.
RIBICOFF) .

The amendment was agreed to.

AMENDMENT NO. 390

Mr. CURTIS. Mr. President, I call up
my amendment No. 390 and ask that it be
stated.
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The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

Add a new section which reads as follows:

“That (a) section 6015(f) of the Internal
Revenue Code of 1954 (relating to return
considered as declaration or amendment) is
amended by striking out ‘February 15' and
inserting in lieu thereof ‘March 15'.

“This amendment shall apply with respect
to taxable years beginning after December
31, 1968.”

Mr. CURTIS. Mr. President, I shall tiy
to be very brief in my explanation of the
amendment. It does not involve any
revenue, It wili not cost the Treasury
Department one dime. It will not raise
any additional money.

Mr. President, I ask unanimous con-
sent that the names of the distinguished
Senator from Iowa (Mr. MiLLER) and the
distinguished Senator from North Da-
kota (Mr. Younc) be added as cospon-
sors of this amendment.

The PRESICING OFFICER. Without
objection, it is so ordered.

Mr. CURTIS. Mr. President, I am of-
fering the amendment primarily becaus=
the distinguished Senator from South
Dakota (Mr. MuNpT), who would have
offered it as an amendment to the bill,
cannot be here.

Here is the situation: Farmers just
cannot file their income tax returns in
advance and make an estimate because of
the hazards of weather, of price, of in-
ability to market, of high expenses, and
so forth, when they do not know whether
they will have a profit, as a result.

In years gone by, farmers have been
required to make their tax returns early.
That worked ali right for awhile, but to-
day the situation has changed. Many
farmers find it necessary to seek outside
employment. The wives of many farmers
also seek outside employment, and the
time comes for a farmer to file his tax
return before his wife has received her
W-2 form or he has received one, which
creates a tremendous burden in the rural
areas.

Last year, in my State, we had a series
of snowstorms all through the time farm-
ers were required to file their tax re-
turns. They still will have to file them
ahead of other people, who have until
April 15.

The pending amendment would extend
the time for farmers to file a return from
February 15 to March 15.

I repeat, it does not involve any rev-
enue. It is merely procedural. I cannot
imagine the Treasury finding it difficult.
I am offering the amendment on behalf
of the Senator from South Dakota (Mr.
MunpT), as well as myself and the other
COSpPONSOrs.

It is my hope that it can be accepted.
If, when we get to conference, there are
some problems that none of us know
about now, they will have to be taken
into consideration at that time. But I
believe it is just and fair and will cost
the Treasury Department nothing.

Mr. MILLER. Mr. President, will the
Senator from Nebraska yield?

Mr. CURTIS. I yield.

Mr. MILLER. I commend my colleague
from Nebraska, and also the distin-
guished Senator from South Dakota (Mr.
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MunoTt), for sponsoring the amendment.
I am very much pleased with it, and join
him in urging its adoption,

To point up what the Senator from
Nebraska has just said, early this year
‘there were very severe hail storms and
snowstorms and very, very cold weather
out in our part of the country, which
prevented many farmers from filing their
returns by February 15. Because they
failed to do so, even though the reasons
were most understandable, some of them
still had penalties for not filing declara-
tions of estimated tax. We learned from
the Treasury Department that those
penalties were mandatory and could not
be waived for good reason.

So the result of this amendment, by
granting an additional month, will be to
avoid the problem altogether.

I commend again the Senator from
Nebraska for bringing this matter to the
attention of the Senate. I hope the
amendment will be adopted.

Mr. CURTIS. I thank the Senator.
This amendment will not stop the flow
of money into the Treasury. These farm-
ers are anxious to make their returns
as soon as possible.

Mr. WILLIAMS of Delaware. Mr. Presi-
dent, if the chairman of the committee
is willing, I would have no objection to
taking the amendment to conference.
I think it should be, not only because
of the arguments that have been made,
but also for the following reason: No
one in the country knows what final
action we are going to take on the tax
bill. The investment tax eredit, for ex-
ample, is supposed to be repealed effec-
tive last April. Yet how can a man com-
pute his tax return by January or Feb-
ruary unless he knows whether or not
he can take investment tax credit?

It is unfortunate that we are in this
position. I pointed out last August that
we should have settled it. But we did
not do so, and because people will be
required to file income tax returns for
1969 without either they or the Treasury
or for that matter, Congress knowing
what the tax law will be. I think we have
no choice but to accept the amendment.

Mr., LONG. Mr. President, in view of
the statement of the senior Senator from
Delaware, I find myself in agreement.
I am willing to go to conference with the
amendment.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment.

The amendment was agreed to.

AMENDMENT NO. 316

Mr. CURTIS. Mr. President, I now
have a small amendment that I shall eall
up which will affect revenues. I want to
be very frank about it. I do not think
it will amount to much, but in this com-
plex bill not everything could be reached
in the committee, and I do not want to
be in the position of misleading the
Senate or my colleagues. I shall explain
what the amendment is.

Mr. President, I call up my amendment
No. 316 and ask that it be printed in lieu
of its being read.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment (No. 316) is as fol-
lows:
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Page 262, line 4, strike out the closing
quotation marks, and after line 4 insert the
following:

“{c) Excerrion.—Subsection (a) shall not
apply to the component members of a con-
trolled group of corporations within the
meaning of section 1563(a) (2) on a Decem-
ber 31, for their taxable year which include
such December 31, if—

“{1) the aggregate taxable incomes of the
members of such group for their taxable
years which Include such December 31, does
not exceed $100,000, and

“(2) such controlled group makes an elec-
tion under section 1562(a) which is effective
for the taxable years of such members which
include such December 31."

Page 262, strike out lines 5 and 6 and in-
sert the following:

“(2) Section 1562 (relating to privilege of
controlled groups to elect multiple surtax
exemptions) is amended—

“(A) by inserting after ‘A controlled group
of corporations’ in paragraph (1) of subsec-
tion (a) ‘described in paragraph (4)";

“(B) by adding at the end of subsection
(a) the following new paragraph:

“*‘(4) CONTROLLED GROUPS ELIGIBLE TO
MAKE ELECTION.—AnNn electlon wunder para-
graph (1) may be with respect to a specified
December 31 after 1969, only—

“*‘(A) by a controlled group of corpora-
tions within the meaning of section 1563(a)
(2), and

“*(B) if the aggregate of the taxable in-
comes of the component members of such
group for their taxable years which includes
such December 31 does not exceed $100,000.;

“(C) by striking out paragraph (2) of sub-
section (a) and inserting in lieu thereof the
following:

“*(2) YEARS FOR WHICH EFFECTIVE—AN
election by a controlled group of corpora=-
tions under paragraph (1) shall be effective
with respect to the taxable year of each
component member of such group which in-
cludes the specified December 31."%;

“(D) by striking out ‘section 1561’ in para-
graph (3) (A) of subsection (a) and inserting
in lieu thereof ‘sections 1561 and 1564" and

“(E) by striking out subsections (c), (d),
and(f) (1) of such section 1562.”

Page 262, lines 8 and 9, strikes out “items
relating to sections 1561 and 1562” and in-
sert "item relating to section 1561".

Page 272, line 22, insert “paragraphs (1)
and (3) of” before “subsection (a)".

Page 272, line 24, after the period insert
the following: “The amendments made by
paragraph (2) of subsection (a) shall apply
with respect to taxable years beginning after
December 31, 1973, except that, if a controlled
group of corporations so elects (as such time
and in such manner as the Secretary of the
Treasury or his delegate prescribes), such
amendments shall apply with respect to such
controlled group and its component mem-
bers with respect to any taxable year begin-
ning after December 31, 1969, and before
January 1, 1974."

Mr. CURTIS. Mr. President, if Sen-
ators will follow me, I will state what
is involved in the amendment.

A small corporation is taxed at 22 per-
cent. When its income gets above 22 per-
cent, the tax becomes 48 percent. That is
a national policy. It is a good policy. But,
as sometimes happens, loopholes spring
up.

A great business concern, operating
from the Atlantic to the Pacific, orga-
nized each retail outlet—if they were re-
tail outlets—as a separate corporation,
and thus got the lower tax on each one.
The committee, with the concurrence of
the Senate, plugged that loophole, so that
a giant concern, as a parent corporation,
could not organize dozens and dozens of

December 8, 1969

subsidiaries and have each subsidiary
treated as a small business. We provided
that they must all be put together and
taxed as one entity and that they have
only one surtax exemption.

What I am getting at is that this
amendment is not only a small busi-
ness amendment; it is an amendment
of great concern to small towns and
rural areas. An individual, or perhaps
& group of individuals, in order to keep
a town alive, in order to prevent busi-
nesses from going broke, will own two
or three businesses. It may be the local
newspapers. It may be retail establish-
ments. It may be small manufacturing
concerns. Actually, each one of them is
a small business.

Under the bill as it came from the
House and the bill as reported by the
Senate committee, they would be merged
together, and so, in reality, they would
not be treated as a small business.

We call those corporations brother and
sister corporations, where the same own-
ers own substantially all the stock of
the others.

My amendment continues to plug the
loophole in the case where great cor-
porations break down their individual
operations into small corporations and
therefore have them all treated as small
businesses. I am in favor of plugging
that loophole. It brings in about $350
rfnillion. But I think it goes a little too
ar,

My amendment provides that where
there is a group of brother and sister
corporations and those small businesses
are in the same community, if the total
income—not the income of each one, but
the total income from all of them—does
not exceed $100,000, they operate under
the existing law.

I think this is a sound proposal and
gives proper recognition to small busi-
ness. It does not interfere with the
plugging of a larger loophole:

I have before me a letter from a public
spirited man in a small community, He
writes:

I own 5 unrelated small businesses which
I started and built up. They average about
$10,000 a year profit.

Then he states that the House bill and
the bill as reported by the Senate would
take away this small-business advan-
tage because the businesses have similar
owners. I think that procedure is wrong.
We need little businesses in our com-
munities. Someone may say, “Well, that
man is wealthy.” Perhaps he is. But the
community needs small businesses. Such
a man will either close out or will sell his
businesses to a gigantic concern, thus
adding to trusts, mergers, and bigness.

This amendment is a small-business
addition to what the House and the
Senate have done. Again I say, as I did in
connection with the previous amend-
ment, that should it develop that in
considering this amendment in con-
ference it is found to be difficult or un-
workable, or that there are instances in
which it would promulgate an injustice,
I would be the first to concede that it
ought not be the law.

Senators may wonder why these
amendments are offered on the floor of
the Senate, not in committee. Frankly,
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if Senators will notice, the bill contains
585 pages. The committee worked night
and day and worked fast. Some of these
items were brought up immediately
afterward.

I believe the amendment is good. I
hope that it will be agreed to. I would be
greatly pleased if the chairman saw fit,
without a yea-and-nay vote, to take it to
conference. In any event, it is my hope
that the amendment may be in the bill,
because without it, the conference will
have its hands tied, that we are abusing a
loophole that they intended to apply to
great businesses, there is no escape to
preserve the separate corporate entity
for tax purposes of some very small
businesses.

Mr. President, I hope the amendment
will be agreed to.

The PRESIDING OFFICER. Does the
Senator ask unanimous consent that his
amendments be considered en bloc?

Mr. CURTIS. Yes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Mr. President, this is an
area in which the Senate Finance Com-
mittee, I am happy to say, was tougher
than the House of Representatives in
the area of tax reform. The House would
have plugged the loophole on the use
of multiple surtax exemptions by a num-
ber of commonly controlled corporations
by phasing out the special tax advan-
tages over an 8-year period. The Finance
Committee believed these special benefits
should not be sllowed to continue for
that long a period and voted to phase out
the advantages over a 5-year period.

The Senator’s amendment would con-
tinue these special benefits in some cases,
would cost $50 million in revenue, and
would benefit only a relatively small
number of people in this country. I might
explain that, as it stands today, once
the 5 percent surcharge goes off, small
corporations—and all corporations, for
that matter—will pay a 22-percent tax
on the first $25,000 of taxable income.
Above that level of income, they will pay
a 48-percent tax.

I am aware, and I am sure most Sen-
ators are aware, of instances where what
in reality is a large business enterprise
has split up its activities into a large
number of corporations in order to take
advantage of this provision of the law.
If the income of each of the corporations
is kept below the $25,000 income level,
they save annually, in taxes, $5,000 for
each corporation. If they are able to do
business in a fashion that permits them
to keep their earnings inside the com-
pany, rather than paying it out in divi-
dends, large amounts of money can be
accumulated in these corporations. If an
individual has, let us say, 8 or 10 such
corporations, he can save a great deal
of money.

At one time the law permitted a person
to have any number of these corpora-
tions. A person could have as many as
100, or 200 or 300 corporations, if he
wanted to organize that many. If he was
able to carry on his business in such a
fashion, he would be paying no more
than 22 percent tax for each corporation.
On the other hand, if that person had his
investment in one corporation and car-
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ried on his business through that one
corporation, he would be paying a cor-
porate tax of more than 50 percent. And
if he had been making that much money
as an individual, he could be paying a
marginal tax of up to 77 percent.

We restricted this loophole in 1964; the
House has now voted to tighten it again,
and the Senate Finance Committee has
sought to restrict it even further than
the House.

The Senator’s amendment, however,
would maintain this loophole perma-
nently in the law to the extent the cor-
poration’s income was not over $100,000.
It would seem to me that since this is a
loophole available to almost anyone in
almost any line of endeavor we should
reject the amendment to continue the
loophole, which would give tax advan-
tages to the individuals affected of al-
most $50,000,000, according to the Treas-
ury’s estimate.

Mr., CURTIS. Mr. President, will the
Senator yield?

Mr. LONG. I yield.

Mr. CURTIS, I agree with the Sena-
tor in the main, though with one dis-
tinction. The loophole we were dragging
was a situation where big business broke
itself up, so to speak, into little busi-
nesses, to get the advantage of the lower
rate. I am talking primarily about un-
related businesses. It could not be big
business, because if the whole group to-
gether have $100,000 in income, my
amendment would not apply. To meet
that situation, where several little busi-
nesses are really little businesses, but
maybe they have the same ownership—
and that is very different from a gigantie,
nationwide business, that deliberately
breaks itself up into little pieces to obtain
a lower tax rate—is the purpose of the
amendment.

Mr. LONG. Mr. President, if we are
going to make exceptions to what the
committee has done, to eliminate the use
of multiple surtax exemptions, I suppose
this would be about as good an excep-
tion as any; and if the Senate wants to
vote an exception, I suppose it might as
well vote this as some other one, as far
as equity and merit are concerned. I
must say, however, that this amend-
ment would have a major revenue im-
pact of $50 million, and I submit that
it does not take many amendments like
this to so strike away at the reform we
have in this bill that soon there will be
little reform left.

So, Mr. President, I feel compelled to
resist the amendment, and I hope very
much the amendment will be rejected.

I ask for the yeas and nays, Mr. Presi-
dent.

Mr. CURTIS. Mr. President, one more
thing, on the $50 million loss of revenue.
I have tried for several days to ascer-
tain the estimated loss of revenue. The
Treasury were unable to say. It is actu-
ally difficult.

I am not disputing my able chairman’s
statement, but I doubt very much if the
impact would run anywhere nearly that
amount And after all, in this area, we
are increasing the revenue by about
$350 million, and if my amendment is
adopted, these little businesses will not
only have to pay the 22 percent, they will
have to pay the surtax and they will also
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have to pay an additional 6 percent,
under existing law, which was added a
few years ago to meet this multiple cor-
poration problem.

I have no way of proving that it will
not run to $50 million, but I am thor-
oughly convinced that it will not.

Mr. LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The clerk
will ecall the roll.

The bill clerk proceeded to call the
roll.

Mr. WILLTAMS of Delaware. Mr. Pres-
ident, will the Senator withhold that re-
quest?

Mr. LONG. I ask unanimous consent
that the order for the quorum call be
rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, WILLIAMS of Delaware. Mr. Pres-
ident, as much as I respect the argu-
ments that have been made, I support
the position of the chairman of the com-
mittee in opposition to this amendment.
The Treasury’s estimate is that the
amendment involves a $50 million an-
nual revenue loss.

The amendment, in general, would
permit a “brother-sister” controlled
group of corporations—a group of corpo-
rations controlled by five or fewer in-
dividuals—to elect multiple surtax ex-
emptions under section 1562 if the ag-
gregate taxable income of the members
of the group does not exceed $100,000 for
the taxable years which include the De-
cember 31 with respect to which the elec-
tion is in effect. Other controlled groups
would be limited to only one surtax ex-
emption. The amendment would apply
to taxable years beginning after Decem-
ber 31, 1973.

During the transition period such a
group would be subject to the normal
transition rules unless it elected to have
the special section 1562 rule apply earlier
than December 31, 1973.

The Treasury is opposed to the amend-
ment sinee it would permit some business
enterprises to claim multiple surtax ex-
emptions while other enterprises would
be limited to only one exemption. It is
the position of the House bill, the Sen-
ate Finance Committee and the Treas-
ury Department that one business enter-
prise—whether conducted in multiple
corporate form or departmental form—
should be allowed only one surtax ex-
emption. There is no logical reason to
grant a brother-sister controlled group
of corporations more favorable tax treat-
ment than other controlled groups of
corporations.

The PRESIDING OFFICER. The ques-
tion is on the agreeing to the amendment
of the Senator from Nebraska (Mr.
CURTIS) .

The amendment was rejected.

Mr. TALMADGE, Mr. President, I de-
sire to ask a question of the distin-
guished manager of the bill.

I note that the bill eliminates the con-
tinued privilege of claiming multiple
surtax exemptions and would phaseout
the privilege over a period of 5 years.
As the chairman of the committee knows,
I have been concerned about the great
amount of litigation generated in this
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field by the Internal Revenue Service
which appears to run counter to con-
gressional intent, Is the chairman simi-
larly concerned in this regard?

Mr. LONG. Mr. President, the provi-
sion gradually eliminating multiple sur-
tax exemptions for affiliated corpora-
tions will eventually also eliminate diffi-
culties of statutory interpretation that
have arisen under sections 269 and 1551
which were enacted, as their legislative
history indicate, for the purpose of in-
suring the denial of surtax exemptions
and accumulated earnings credits to cor-
porations organized in connection with
the direct or indirect splitup of an exist-
ing business.

The Congress was aware, through in-
formation introduced in hearings and
otherwise, of the practice in several in-
dustries of forming a new corporation to
engage in business in a separate market-
ing location, often within the same State
or same metropolitan area, not previ-
ously served, and of the formation of the
new business corporation by the direct
or indirect transfer of property consist-
ing of money or credit used to buy from
the transferor inventory, fixtures and
similar property, and by the parent’s
guarantee of a lease of property and the
furnishing of its organizational experi-
ence and business know-how.

Questions have been raised by the In-
ternal Revenue Service whether the stat-
ute should be applied to deny such cor-
porations their surtax exemptions. The
Congress did not intend section 1551 to
be applied to corporations formed in the
course of an expansion of a business into

a new geographic area or into a different
type of operation, but rather intended
the establishment of facts within the in-
dustry practices previously described to
be sufficient, without more, to demon-
strate that the securing of a surtax ex-

emption or an accumulated earnings
credit was not a major purpose of the
organization of such a corporation. The
application of section 269 in similar cir-
cumstances was understood and intended
to be similarly limited for the same
reasons.

The courts have applied sections 1551
and 269 in a manner consistent with this
intention of Congress and it is expected
that the Internal Revenue Service will
recognize this limit upon the scope of
these sections in its audit activities with
respect to taxable years prior to Janu-
ary 1, 1974, when the phaseout of multi-
ple surtax exemptions for all affiliated
corporations now provided by this com-
mittee will become fully effective.

The PRESIDING OFFICER. The hill
is open to further amendment.

Mr. LONG. Mr. President, I suggest the
absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The bill clerk proceeded to call the roll.

Mr. RIBICOFF, Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

PREFERRED STOCK DISTRIBUTION

Mr. RIBICOFF. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.
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The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to state
the amendment.

Mr. RIBICOFF. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFFICER. Without
objection, it is so ordered. The amend-
ment will be printed in the Recorb.

The amendment ordered to be printed
in the REecorp reads as follows:

On page 303, strike lines 14 and 15 and
insert in lieu thereof the following: “apply
to any distribution (or deemed distribution)
with respect to preferred stock (including
any increase in the conversion ratio of con-
vertible stock) made before January 1, 1891,
pursuant to”.

Mr. RIBICOFF. Mr. President, this
amendment remedies what appears to be
an inadvertent error in section 421 of
H.R. 13270—relating to stock dividends.

The stock dividend provisions of the
bill contain transitional rules for stock
issued before the effective date. In gen-
eral, these transitional rules provide
that existing law—and not the new pro-
visions in the bill—will apply to stock
dividends paid before 1991 on stock that
was outstanding on January 10, 1969,
and to certain other stock, including
stock received as stock dividends in
earlier years.

However, with respect to one kind of
stock—opreferred stock—the transitional
rules apply not to all types of stock
dividends but only to dividends accom-
plished by increasing the conversion ratio
of convertible preferred stock. It is my
understanding that this provision was
drawn to cover all the known cases.

It has come to my attention that some
existing preferred stock pays stock divi-
dends directly. My amendment would
apply the transitional rules to this case
as well as all others.

Section 305(b) (4) of the Internal Rev-
enue Code as added by section 421(a) of
the pending tax reform bill, provides that
the distribution of stock dividends will
be treated as a taxable distribution “if
the distribution is with respect to pre-
ferred stock, other than an increase in
the conversion ratio of convertible pre-
ferred stock made solely to take account
of a stock dividend or stock split with re-
spect to the stock into which such con-
vertible stock is convertible.”

The provision is apparently retroactive
in effect, applying to distribution made
after January 10, 1969, without reference
to the date when the securities were is-
sued—section 421(b) (1) of the bill. See-
tion 421(b) (4) provides transitional rules
but does not provide relief for a stock
dividend in convertible preferred stock,
pursuant to the terms relating to the is-
suance of such stock which were in
effect long before January 10, 1969.

It is not believed that either the Con-
gress or the Treasury intended to give
such retroactive effect to the new sec-
tion 305(b) (4). Thus, the recent amend-
ment of the Treasury regulations under
section 305 provides that stock dividends
in discharge of preference dividends is to
be treated as a taxable distribution—see
section 1.305-3. However, the change is
not applicable to a distribution “made on
or before December 31, 1990, or made

December 8, 1969

with with respect to stock outstanding on
September 7, 1968. (T.D. 6990, FR Doec.
69487, par. 2.)

Likewise, H.R. 13270 as passed by the
House of Representatives also provides
that the amended section 305 “is not to
apply to a distribution of stock—or
or rights to acquired stock—made or con-
sidered as made before January 1, 1991,
with respect to stock outstanding on Jan-
uary 10, 1969."” This evidence points con-
clusively to the fact that amended sec-
tion 305 would not act retroactively.

Thus, this amendment simply clarifies
by making explicit in the bill that new
section 305(b) (4) will not apply to a
stock dividend of convertible preferred
stock made before 1991 pursuant to is-
suance terms of that stock which were
in effect before January 10, 1969.

Mr. President, I want to emphasize
that this amendment would not, in any
way, change the present tax status of
convertible preferred stock dividends.
This amendment does not confer new
rights, but only clarifies that present
rights will not be canceled retro-
actively.

Mr. TALMADGE. Mr. President, I am
informed by the staff that the amend-
ment is all right. However, it is not sup-
posed to affect existing law,

Mr. RIBICOFF. The Senator is cor-
rect.

Mr. TALMADGE. With that under-
standing, and with the approval of the
distinguished ranking minority mem-
ber of the committee, I am delighted to
accept the amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Connecticut.

The amendment was agreed to.

REAL ESTATE INVESTMENT TRUST

Mr. MILLER. Mr. President, I send to
the desk an amendment and ask that it
be stated.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read as
follows:

Page 222, line 17, after “57(a) (9)" insert
“and, in the case of a real estate investment
trust, the items of tax preference set forth in
sections 57(a) (2) and (3)".

Mr. MILLER. Mr. President, section
442 of the pending bill, relating to the
computation of earnings and profits, pre-
vents the benefit of accelerated deprecia-
tion from being passed through to the
holder of a beneficial interest in a real
estate investment trust as a tax-free
dividend. Thus, the preference has been
taken out of such a distribution to the
holder of a beneficial interest, and he
should not be taxed on a preference sec-
tion 442 denies him—and the Finance
Committee, I am sure, did not intend to
do 50. Due to an oversight, the minimum
tax provided by the bill treats accelerated
depreciation as if it were received as a
preference by the holder of a beneficial
interest in a real estate investment trust,
and is to this intent in conflict with see-
tion 442. My amendment eliminates the
conflict by removing accelerated depre-
ciation as a preference in the hands of
such a holder in section 58 relating to
the minimum tax,

Mr. President, I have discussed the
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amendment with the technical staff of
the committee. They recognize that there
was an oversight and that this is purely
a technical amendment to reflect the
intention of the committee.

I hope that the acting manager of the
bill is willing to accept the amendment.

Mr. TALMADGE. Mr. President, I
should like to confer with the staff and
the ranking minority member of the
committee, and I suggest the absence of
a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. TALMADGE. Mr, President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, TALMADGE. Mr. President, I
have conferred with the ranking minor-
ity member of the committee and the
staff, and we see no objection to the
amendment, based on the explanation of
the author of the amendment. On that
basis, we are perfectly willing to take it
to conference.

Mr. MILLER. I thank the Senator.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment of
the Senator from Iowa.

The amendment was agreed to.

The PRESIDING OFFICER. The bill
is open to further amendment.

Mr, WILLIAMS of Delaware. Mr. Pres-
ident, I suggest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. RIBICOFF. Mr, President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

UNLIMITED CHARITABLE DEDUCTION

Mr. RIBICOFF. Mr. President, I send
an amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. RIBICOFF. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered; and, without
objection, the amendment will be printed
in the RECORD.

The amendment is as follows:

On page 189, after line 14,
following:

“{g) ELIGIBILITY FOR UNLIMITED CHARITABLE
DEDUCTION,—

“(1) Section 170(b)(1)(C) (relating to
unlimited charitable deduction for certain
individuals), as amended by subsection (a)
of this section, is amended by adding at the
end thereof the following new sentence: ‘In
the case of a separate return for the taxable
year by a married individual who previously
filed a joint return with a former deceased
spouse for any of the 10 preceding taxable
years, the amount of charitable contributions
and taxes paid for any such preceding taxable
vear, for which a joint return was filed with
the former deceased spouse, shall be de-
termined in the same manner as if the tax-
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insert the
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payer had not remarried after the death of
such former spouse.’

“(2) The amendment made by this sub-
section shall be applicable to taxable years
beginning after December 31, 1957.”

Mr. RIBICOFF. Mr. President, this
amendment makes a provision to allow
a remarried widower who files a separate
return to be entitled to the same result
that would be obtained if he had not
remarried.

The pending tax reform bill gradually
phases out the unlimited charitable
deduction.

The technical amendment which I
propose would remedy an inequity dur-
ing this phaseout period. It adds an
additional sentence to section 170(b)
(1) (e) of the Internal Revenue Code.

To file for an unlimited charitable
deduction the taxpayer must refer to his
tax returns for the previous 10 years.
In the case of a taxpayer whose spouse
has died, and who now is unmarried and
files a separate return, the taxpayer is
permitted to refer to his previous joint
returns with his deceased spouse.

My amendment would simply allow
the same taxpayer who has remarried
following the death of his first spouse,
but who continues to file a separate
return, to use the same procedure of
referring to his previous joint returns
in filing for the unlimited deduction.

Justice requires that a remarried wid-
ower who files a separate return should
be entitled to the same result that would
be obtained if he had not remarried.
There can be no loss of revenue and the
single fact of remarriage should not de-
prive the taxpayer of a just result.

Mr. President, I have discussed this
proposal with the Senator from Georgia
(Mr. Tarmance), the Senator from Loui-
siana (Mr. Lowg), the Senator from Del-
aware (Mr, Wirriams), and the staff.

Mr. TALMADGE. Mr. President, the
Senator from Delaware (Mr, WILLIAMS)
and I have discussed this matter with
the staff. We think it has a great deal of
merit. I urge that the amendment be
agreed to.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment
of the Senator from Connecticut.

The amendment was agreed to.

The bill is open to further amendment.

Mr. TALMADGE, Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will eall the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. MILLER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr. RaN-
poLpPH in the chair). Without objection,
it is so ordered.

AMENDMENT NO. 344

Mr. MILLER. Mr. President, I call up
my amendment No. 344 and ask that it
be stated.

The PRESIDING OFFICER. ' The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. MILLER. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with, and

37597

that the amendment be printed in the
RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered; and, without
objection, the amendment will be printed
in the REecORD.

The amendment, ordered to be
printed in the REecorbp, is as follows:

On page 546, after line 12, insert the fol-
lowing new sectlon:

“SEC. 915. BPECIAL TAX TREATMENT FOR
PROPERTY ACQUIRED WITH
FUNDS OBTAINED THROUGH
VIOLATION OF CRIMINAL
LAWS.

“(a) DENIAL OF CAPITAL GAIN TREATMENT.—
“INn GeENERAL—Part IV of subchapter P of
chapter 1 (relating to speclal rules for de-
termining capital gains and losses) is
amended by adding after section 1252
(added by section 516(c) of this Act) the
following new section:

“'SEC. 1253. BALES AND OTHER DISPOSI-
TIONS OF PROPERTY AC-
QUIRED WITH FUNDS OB-
TAINED THROUGH VIOLA-
TION OF CRIMINAL LAWS,
“‘In the case of the sale or other disposi-
tion of property any part of which was di-
rectly or indirectly purchased with, or any
part of the financing of the purchase price
of which was directly or indirectly secured
by, money or other property obtained through
violation of the criminal laws of the
United States, of any State or possession of
the United States, or of the District of Co-
lumbia, gain on such sale or disposition shall
be treated as gain from the sale or exchange
of property which is neither a capital as-
set nor property described In section 1231."
“(2) CLERICAL AMENDMENT.—The table of
sections for suck part IV is amended by
adding at the end thereof the following new
item:

* ‘Sec. 1253. Sales and other dispositions of
property acquired with funds
obtained through violation
of criminal laws.’

“(b) LIMITATION TO STRAIGHT Line De-
PRECIATION.—Sectlon 187 (relating to the de-
preciation deduction) is amended by insert-
ing after subsection (1) (added by section
441(a) of this Act) the following new sub-
section:

“*(m) ProPERTY AcQUIRED WrrH Funps
OBTAINED THROUGH VIOLATION OF CRIMINAL
Laws.—In the case of property any part of
which was directly or indirectly purchased
with, or any part of the financing of the
purchase price of which was directly or in-
directly secured by, money or other prop-
erty obtained through violation of the crimi-
nal laws of the United States, of any State
or possession of the United States, or of
the District of Columbia, subsections (b),
(). and (k) shall not apply, and the allow-
ance for deprecistion under this section
shall be limited to an amount computed
under the stralght line method."

“({e) Errective Dare.—The amendments
made by this section shall apply to taxable
years beginning on or after January 1, 1969.”

Mr. MILLER. Mr. President, the pur-
pose of the amendment is to make it clear
that our tax laws, which provide for
capital gains treatment benefits and for
depreciation in excess of the straight line
method of computing depreciation, will
be confined to what may be called legiti-
mate taxpayers.”

In the case of those who derive their
income from violation of criminal laws
of the United States, or of any State, ter-
ritory, or possession of the United States,
or of the District of Columbia, my
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amendment would not prevent them
from acquiring property; but it does pro-
vide that if they do acquire property, the
benefit of capital gains treatment upon
the sale of that property, or the benefit
of depreciation in excess of the normal
straight line depreciation, may not be
obtained by them.

Mr. President, the amendment is really
directed at a problem which most of us
know exists: The entry into legitimate
business of those who are engaged in
criminal activities, such as the Mafia,
and those who profit from the distribu-
tion of narcotics who are using their il-
legally obtained moneys and property to
go into legitimate businesses, and espe-
cially the real estate business.

There have been some interesting ac-
counts of the movements of the Mafia
into New Jersey land deals. Mr. Presi-
dent, I ask unanimous consent to have
printed in the REcorp an article from the
New York Post of Friday, November T,
1969, entitled “IRS Probing Mafia's Jer-
sey Land Deals.”

There being no objection, the article
was ordered to be printed in the Recorb,
as follows:

IRS ProOBING MAFIA'S JERSEY LaAND DEALS
(By Jonathan EKwitng)

The Internal Revenue Service is investigat-
ing two corporations involved in the lucrative
New Jersey land speculation deals of Mafia
racketeer Anthony (Little Pussy) Russo,

The IRS Newark office summoned the rec-
ords of the corporations Oct. 29, a spokesman
for the office told The Post yesterday.

The records had been in the hands of the
New Jersey State Investigative Commission,
which subpenaed them last summer as part
of its overall investigation of Mafla affairs in
Monmouth County, where Russo makes his
home,

The land deals—financed in large part by
more than $800,000 in bank loans—were de-
scribed in a series of articles in The Post last
month, Prominent political figures served as
attorneys In some of the deals,

NIXON'S ROLE

The IRS spokesman sald revenue agents
were examining the records as part of a strike
force assigned by President Nixon to attack
the Mafia in New Jersey.

The IRS' interest in the records came to
light last week when Russo’s attorney, Wil-
lam Pollack, went to court to try to get the
records back from the SIC, The attempt
failed when the SIC revealed the records had
been taken by revenue agents.

The law firm of Democratic National Com-
mitteeman David T. Wilentz represented the
Russo Interests in several of the transactions,

The Wilentz firm still is representing one
of the corporations—Donato-Russo Enter-
prises Inc.—in a land condemnation case
against the New Jersey Transportation Dept.

In the case, two court-appointed commis-
sloners awarded Donato-Russo Enterprises
$110,000 for about 13; acres of substantially
unimproved property.

Both the state and Donato-Russo are ap-
pealing the award, according to Wilentz.

EARMARERED FOR HIGHWAY

The price appears to be about three times
what Russo paid for the land approximately
two years before it was condemned by the
state for highway use.

Russo sought the land as part of a larger
tract for $160,000. He covered the purchase
with a loan from The Edison Bank, of which
Wilentz' son and law partner, Warren Wi-
lentz, is a director and legal counsel.

Warren Wilentz, a former county prose-

CONGRESSIONAL RECORD — SENATE

cutor, was Democratic nominee for U.S. Sen-
ator from New Jersey in 1966,

In elections Tuesday, Middlesex County
Democrats suffered thelr worst defeat in the
42 years since David Wilentz took over as
party boss in the county. The county Repub-
lican organization made Wilentz' representa-
tion of Russo a prime issue in the closing
weeks of the campaign,

A DENIAL

In another development, New Jersey As-
semblyman Chester Apy denied an earlier
story in The Post that he and his law partner
gave Donato-Russo a $65,000 Interest-free
mortgage loan to help finance Russo’s land
speculation in West Long Branch.

Apy said that he and his law partner,
Milton Abramoff, represented Joseph's Enter-
prises, a corporation that was buying the
property from Donato-Russo for $225,000. His
law firm had nothing to do with Russo, Apy
said.

“I wouldn't recognize Russo if I fell over
him,” Apy declared.

Apy said that as closing date on the sale
of the property by Donato-Russo to Joseph's
was drawing near in 1966, the Russo firm
asked for an advance of the 65,000 down
payment his clients had agreed to make. His
clients were willing to advance the money,
he said.

“We weren't going to let our clients pay the
money over carte blanche,” Apy said. “We
had to have some security, in the form of the
mortgage. Because some of the funds came
out of the trust account into which some of
their funds had been placed, that mortgage
was made out to us as trustees.”

“NOT UNCOMMON"

Apy sald such a mortgage naming at-
torneys as trustees was “a not uncommon
practice.”

Apy sald the mortgage bore no interest be-
cause the loan was essentially a down pay-
ment on the property.

Except for the $65,000 advance, Joseph's
obtained the purchase money by mortgaging
the property. Two of the mortgages—one
securing a $75,000 bank loan—were fore-
closed on in 1968 when Joseph’'s went
bankrupt.

“I didn't know who Russo was until early
this year,” Apy said.

“It would have been one thing to be rep-
resenting Donato-Russo. But we were on the
other side. Our Interest was completely op-
posed to Russo. We were trying to get the
best deal we could for our clients,” Apy said.

He sald neither he nor his law partners
ever had represented Russo.

Mr, MILLER. Mr, President, other ar-
ticles indicate that the syndicates, the
narcotics peddlers, and the Mafia are
moving into real estate operations in
Florida. There is no question that they
have moved into other areas of this
country.

It seems to me that if we would pro-
vide that property acquired by such il-
legally obtained money could not have
depreciation taken on it at all that we
might have a problem under the prin-
ciple of deprivation of property without
due process of law. That is why my
amendment leaves intact the straight-
line method of computing depreciation.
Congress has provided for faster depre-
ciation writeoffs and, as a result, capital
gains can be increased. This policy was
established by Congress to encourage
legitimate businessmen to get into real
estate activities which would be benefi-
cial to the people of this country. But I
am quite sure that Congress did not in-
tend the benefits to go to illegitimate op-
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erators, those deriving income in viola-
tion of the criminal laws of this country
and using it to engage in profitable real
estate operations.

My thought is that the amendment
would serve a twofold purpose: First,
it would discourage people who derive
income from eriminal activities from
getting into the real estate business and,
second, if they did get into the real estate
business, it would provide our law en-
forcement officials with an extra weapon
to deal with such eriminals.

Mr. President, I do not claim any
great pride of authorship in drafting the
amendment. I can understand that there
may be some perfections which may be
needed. I regret that I did not have the
opportunity to offer the amendment dur-
ing the deliberations of the committee on
the bill, because, frankly, the degree to
which the illegal operators have invaded
legitimate businesses was not brought
to my attention until after the commit-
tee had reported the bill to the Senate.

I believe that the amendment is timely.
In fact, I would suggest that it is
overdue,

I hope that the distinguished Senator
in charge of the bill will see fit to accept
the amendment.

Mr, TALMADGE. Mr. President, the
distinguished majority leader and I have
discussed this amendment. We have also
discussed it with the staff, and we can
see some complexities to its enforcement:
however, it has a desirable and laudable
motive and, therefore, we are entirely
agreeable to taking it to conference
where we can take a closer look at it
and discuss it with the Internal Revenue
Service and others to determine whether
it is practicable.

Mr. MILLER. Mr. President, I appre-
ciate that consideration. Let me repeat
that I regret very much I did not have
the opportunity to compose the amend-
ment and have the full committee con-
sider it. The only reason was that the
problem was not brought to my atten-
tion until after the committee had con-
sidered and reported the bill.

I would also suggest that the Depart-
ment of Justice, particularly its Criminal
and Tax Divisions, would have an inter-
est in this piece of legislation.

Mr. TALMADGE. Mr. President, I urge
the Senate to adopt the amendment.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment
of the Senator from Iowa.

The amendment was agreed to.

NONFARM INCOME

Mr. HANSEN. Mr. President, I offer
two amendments and ask that they
be stated.

The PRESIDING OFFICER. The
amendments will be stated.

The assistant legislative clerk pro-
ceeded to read the amendments.

Mr. HANSEN. Mr. President, I ask
unanimous consent that further read-
ing of the amendments be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered; and the
amendments will be printed in the Rec-
orp at this point.
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The texts of the amendments are as
follows:

On page 189, beginning with line 23, strike
out all through line 22, page 190, and in Heu
thereof insert the following:

“(a) GENERAL RULE.—In the case of a tax-
payer engaged in the business of farming
and whose nonfarm adjusted gross income
(as defined in subsection (e) (1)) exceeds
$50,000, the deductions attributable to such
business which, but for this section, would
be allowable under this chapter for the tax-
able year shall not exceed the sum of—

*{1) the gross income derived from the
business of farming for such taxable year,
and

“(2) the higher of (A) $25,000 plus one-
half of the amount by which the excess of
the aggregate of the deductlons attributable
to such business over the gross Income de-
rived from such business for the taxable year
exceeds $25,000, or (B) the amount of the
speclal deductions (as defined in subsection
(e) (2) ) for the taxable year."

On page 193, line 3, after “gross income™
insert the following: “(taxable Income, in
the case of a corporation) ™.

On page 190, beginning with line 23, strike
out through line 4 on page 191 (relating to
special rules on treatment of farm losses) and
insert in lieu thereof the following:

“(b) MARRIED INDIVIDUAL AND MEMBERS OF
CONTROLLED GROUPS.—

“(1) MARRIED INDIVIDUALS.—IN the case of
a husband and wife who file a separate re-
turn, the $50,000 and $25,000 amounts spe-
cified In subsection (a) shall be $25,000 and
$12,500, respectively. The preceding sentence
shall not apply if the spouse of the taxpayer
does not have any income or deductions at-
tributable to the business of farming for the
taxable year.

“(2) MEMBERS OF CONTROLLED GROUPS—In
the case of a controlled group of corporations
(as defined in section 1563(a)) the $50,000
and $25,000 amounts specified in subsection
(a) shall be devided equally among the com-
ponent members of such group unless all
component members consent (at such time
and in such manner as the Secretary or his
delegate prescribes by regulations) to an ap-
portionment plan providing for an unequal
allocation of such amounts.”

Mr. HANSEN. Mr. President, I ask
unanimous consent that these two
amendments be considered en bloc.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HANSEN. Mr. President, let me try
to explain the purposes of the amend-
ments.

In the area of farm losses I strongly
support the committee’s efforts to correct
1the abuses which exist under the present

aw.

On page 96, of the committee report,
the committee states, “These rules have
allowed some high income taxpayers who
carry on limited farming activities as a
sideline to obtain a substantial tax loss
(which does not represent an economic
loss) which is then deducted from their
high bracket nonfarm income.” The re-
port goes on, “In recent years, a growing
body of investment advisers have adver-
tised that they would arrange a farm in-
vestment for wealthy persons. Emphasis
is placed on the fact that after tax dol-
lars may be saved by the use of ‘tax
losses’ from farming operations.”

However, the dollar limitations of the
committee bill apply only to individuals
or estates. Corporations including sub-
chapter S corporations and trusts are not
given the benefit of the dollar limita-
tions. Thus, these taxpayers may cur-
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rently deduct only one-half of their farm
loss against nonfarm income.

Mr. President, I represent a State
whose economy is in a large measure
based on agriculture. A large and in-
creasing number of farm and ranch op-
erations are owned by family corpora-
tions. But they are small corporations.

Small family operations often incor-
porate. They are taxed either under the
corporate or subchapter S provisions of
the Internal Revenue Code. The reasons
they incorporate have nothing to do with
tax avoidance. But unless my amendment
is adopted, a taxpayer in this situation
would be heavily penalized.

How can we say that one rancher who
is not incorporated and has a farm loss
of $5,000 is able to offset the full farm
loss against his nonfarm income, but a
rancher living next door who has in-
corporated his ranch and has a $5,000
farm loss can deduct only one-half of
his farm loss—$2,500—against his non-
farm income. These two taxpayers are
in the same economic situation.

The picture I have outlined is found
throughout rural America. These are not
the high-income taxpayers who carry on
limited farming activities as a sideline
to obtain a substantial tax loss which
does not represent an economic loss.
They are not wealthy persons. Relief
provided by the dollar limitations should
be made available to these small opera-
tions that are incorporated or held in
trust.

The adoption of my amendment would
mean that any taxpayer whether it be
an individual, estate, trust, or corpora-
tion—including subchapter S8 corpora-
tion—would be entitled to deduct his
losses in full if his nonfarm income is
less than $50,000. If the taxpayer ex-
ceeds $50,000 then all the taxpayers
would be allowed to deduct a farm loss
in full to the extent it does not exceed
$25,000 but he is allowed to deduct only
one-half of the loss in excess of $25,000.
These are the provisions which the com-
mittee bill applies to individuals and
estates. In equity they should also be
applied to corporations and trusts.

I urge my colleagues to support this
amendment.

Mr. TALMADGE. Mr. President, the
distinguished Senator; the ranking mi-
nority member of the committee, and I
have conferred. We have also eonferred
with the members of the staff on the
amendments. We think they have merit,
and we urge the Senate to adopt them.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendments
en bloc of the Senator from Wyoming.

The amendments were agreed to.

CALL OF THE ROLL

Mr. TALMADGE, Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk called
the roll, and the following Senators
answered to their names:

[No. 180 Leg.]
Bellmon
Bennett
Bible
Boggs

Alken
Allott
Baker
Bayh

Brooke
Burdick
Byrd, W. Va.
Case
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Pearson
Pell

Percy
Prouty
Proxmire
Randolph
Ribicoff
Russell
Saxbe
Scott
Smith, Maine
Bmith, Ill.

Church
Cook
Cooper
Cotton
Cranston
Curtis
Dodd
Dole
Dominick
Eagleton
Eastland
Ervin
Fannin
Fong
Fulbright
Goodell
Gore
Gravel
Griffin
Gurney
Hansen
Harris
Hart
Hartke
Hatfield Packwood
Hollings Pastore

The PRESIDING OFFICER. A quorum
is present.

CHILD'S INSURANCE BENEFITS

Mr. MOSS. Mr. President, I call up
my amendment at the desk and ask that
it be stated.

The PRESIDING OFFICER. The
amendment will be stated.

The LecrstATIVE CLERe. The Sen-
ator from Utah (Mr. Moss) proposes an
amendment:

On page 514 after line 6 insert section 903:

“(a) section 152 of the Internal Revenue
Code of 1954 (relating to definition of de-
pendent) is amended by adding at the end
thereof the following new subsection:

“¢(f) CHILD'S INSURANCE BENEFITS PAD UN-
pER SociAL SecuriTy Acr—For purposes of
subsection (a), amounts received by an in-
dividual as a child’s insurance benefit under
section 202(d) of the Social Security Act
shall not be taken into account in determin-
ing whether such individual received more
than half of his support from the taxpayer.'

“(b) The amendment made by subsection
(a) shall apply to taxable years ending on
or after the date of the enactment of this
Act.”

Mr. MOSS. Mr. President, the amend-
ment is not numbered. It is a measure
that was pending to the social security
bill. I include it here because it logically
belongs here, I believe.

This has to do with the income that
a child is entitled to by reason of a so-
cial security benefit. A child’s social se-
curity benefits are considered to be the
child’s own contribution to his support.
And in a lower income family, that may
cover a substantial part of that child’s
exXpenses.

That child's mother or father must,
therefore, keep detailed records of ex-
penditures for each child in order to
claim dependency. And this is sometimes
very difficult to do.

So, in order to help widows and widow-
ers in these circumstances, I have offer-
ed an amendment which would allow the
taxpayer to disregard the child’s benefit
payments as far as determining whether
the child could be claimed as a depend-
ent.

The impact of the amendment is not
greaf. And the amount of money involved
is not great. However, it does impose a
very onerous burden on many families.

This is nearly always the circumstance
where a widow or widower is involved.
The only way a child would receive bene-
fits under social security would be to have

Hruska
Hughes
Inouye
Jackson
Javits
Jordan, N.C.
Jordan, Idaho
Long
Magnuson
Mansfield
Mathias
MeCarthy
McClellan
McGee
MeGovern
MeIntyre
Metealf
Miller
Mondale
Montoya
Moss
Murphy
Muskie
Nelson

Williams, N.J.
Willlams, Del,
Yarborough
Young, N. Dak,
Young, Ohio
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a parent die and therefore be entitled to
some social security.

Mr. CURTIS. Mr. President, will the
Senator yield for a question?

Mr. MOSS. I yield.

Mr. CURTIS. Is the Senator’s amend-
ment printed?

Mr. MOSS. Yes, it is printed and is at
the desk. I do not have it printed and
distributed, no.

Mr. CURTIS. It is in writing, but it is
not printed?

Mr. MOSS. It was printed as a bill
that I had introduced earlier, and now
that language is stated as a proposed sec-
tion in the tax bill.

Mr. CURTIS. Will the Senator state
again just what his amendment would
do?

Mr, GRIFFIN. Mr. President, may we
have an order?

The PRESIDING OFFICER (Mr.
MaTHIAS in the chair) . Senators will take
their seats. The Senate will be in order.

Mr. MOSS, This amendment provides
that when a child is entitled to some so-
cial security benefit of a deceased
mother or father, the taxpayer with
whom he lives is relieved of the burden
of keeping an accounting of all the vari-
ous expenses that go into mainfaining
that child, and the taxpayer does not
have to count the social security as
against it.

Under present circumstances, the tax-
payer must prove that he contributed 51
percent or more to the support of the
child, in order to take the child as a de-
pendent on his tax return. This amend-
ment would simply relieve him of that
burden as to the money the child is get-
ting as a social security benefit.

The amount involved is not great. The
problem it poses for many rather poor
families is great, and I have received
many letters about it over a considerable
period of time.

The purpose is to relieve the taxpayer
of accounting for the social security pay-
ment that comes to the child, in deter-
mining whether or not the taxpayer con-
tributed 51 percent. As we all know, it is
difficult, anyway, to account for exactly
what it costs to support a child—how
much of the rental of the house, how
much of the food that is consumed, the
cost of his clothes, the cost of his toys,
and all the other things. This would
simplify the procedure. Therefore, I
think it is a meritorious amendment,
and I ask that it be adopted.

Mr. CURTIS. Mr. President, will the
Senator yield for a question?

Mr. MOSS. I yield.

Mr, CURTIS. Can the Senator give us
an idea of the range in dollars of benefits
paid to children? I take it that this would
be benefits paid by reason of the death of
a parent.

Mr. MOSS, That is correct, This is the
dependent’s benefit that comes because
of the death of a parent.

Mr. CURTIS. Is it not true that the
benefit is paid to the surviving parent?

Mr. MOSS. If the child has a guardian
and he is a minor, so far as actual ac-
counting for it is concerned, there is a
guardian. But the amount involved is
relatively small for each child. The child
might get $50 or $40 or some such
amount per month.
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What I am trying to do is to get relief
from a rather onerous tax return burden.

Mr. CURTIS. I wish the Senator would
refresh my mind as to how high a child’s
benefit goes. The Senator from Nebraska
does not have that figure before him. It is
conceivable that many of these benefits
are small and that the taxpayer would be
saved from an onerous accounting sys-
tem. On the other hand, it may be that
the benefit is sufficient so that totally it
pays or nearly pays for the support of the
child. I do not know, but I shall find out.

Mr. PASTORE. Mr, President, will the
Senator yield for a question?

Mr, MOSS. I yield?

Mr. PASTORE. Is it not a fact that the
present procedure, more than anything
else, amounts to a nuisance? So far as
dollars and cents are concerned, this is
not the significant issue nor is it the ques-
tion here. Under the present law, any
time a child receives any benefit—and
rarely will it exceed $600 a year—per-
force, the individual who claims that de-
pendency must show by documentary
proof that he has contributed more than
51 percent to that child’s sustenance dur-
ing that year. Is that correct.

Mr. MOSS. That is correct.

Mr. PASTORE. How can one measure
the water that the child drank, the elec-
tricity he used? This is impossible. It is
merely a nuisance; that is all it amounts
1t.--.:. I am surprised that it is even in the
aw.

Mr. MOSS. This happens very fre-
quently in low-income families, where the
nuisance is compounded in trying to com-
pute the amount.

Mr. GORE. Mr. President, the com-
mittee feels duty bound to oppose the
proposed amendment.

The claiming of a foster child as a
dependent is a question that hag given
a great deal of concern to the Internal
Revenue Service and the Department of
the Treasury. It is true that if a foster
parent claims a child for a dependent,
consideration must be given to the social
security benefits which that child re-
ceives, One simple way for the foster
parent to avoid the necessity of keeping
the records and making the records
available is not to claim the dependency.

We argued a good deal about the level
of personal exemption. Perhaps we did
not make it high enough. But if this
amendment is adopted, it would be pos-
sible for a nonblood guardian to claim
one, two, three, or several children as
dependents, even though he might make
no more than a $1 contribution to their
support.

So, agreed that the present system is
vexatious to some people, nevertheless,
the possibility of a considerable inequity
would be created. The committee feels
that if one claims a personal exemption
for a dependency, that dependency
should be reduced by the contribution to
that child’s upkeep that comes from so-
cial security sources. It might be that
the social security would be as much as
$1,000 a year. Yet, the foster parent, by
contributing $1, could claim an exemp-
tion of $800 from his own income.

Mr. CURTIS. Mr, President, will the
Senator yield?

Mr. GORE. I yield.

Mr. CURTIS. Mr, President, there
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may be some cases in which some relief
ought to be granted; but I think this is
a matter that should be considered when
social security is considered and hear-
ings are held. It could well be that there
are some situations in which what the
distinguished Senator from Utah is try-
ing to do ought to be done. But a number
of factors are involved here.

In the first place, social security in-
come for the purpose of taxation is not
income. It is free of tax and has been all
through the years,

I do not know what the effect of this
amendment would be in case the surviv-
ing parent is left with three or four
youngsters, all of whom are drawing
benefits.

I would be very reluctant to oppose
the amendment, for humanitarian rea-
sons, I think that a child who has lost a
parent should have every break there is,
but I am thoroughly convinced that to
do justice in this situation the matter
should be explored in hearings and pre-
sented when we have social security leg-
islation.

Mr. WILLIAMS of Delaware, Mr.
President, will the Senator yield?

Mr. GORE. I shall yield in just a
moment,

Mr. President, I join the Senator from
Nebraska in the views he has just ex-
pressed, and I join him &lso in suggesting
to the able author of the amendment
that when we have hearings on the social
security bill the committee would care-
fully go into the matter.

Mr. CURTIS. I would be willing to
make that a pledge.

Mr., WILLIAMS of Delaware. Mr.
President, the Senator from Tennessee
and the Senator from Nebraska have just
expressed the thought I was going to
make. I think, as the Senator from Rhode
Island has pointed out, there is an in-
equity here that needs to be dealt with,
but I am afraid the proposal before us
could be subject to possible abuse.

I think with proper committee hear-
ings and study consideration could be
given to this matter. I would join in say-
ing that as a member of the committee
we will give it study and try to work out
some solution,

The Senator from Tennessee points out
that it would be possible, where someone
was receiving $800 to $1,000 a year in
benefits to support the child, for that
person to contribute as little as $1 or §5
for the support of the child and still
claim the child as an exemption. Perhaps
that is not the intention of the Senator
from Utah. I think there probably is a
way to prevent that and to achieve the
objective he seeks to achieve,

Mr. President, I join the chairman in
a pledge that we will give this matter our
attention and try to come up with a
solution.

Mr, PASTORE. Mr. President, we are
dealing with a bill that is loaded with
favoritism. There is no question about it.
One who has exemplified that more
dramatically than anybody else on the
floor of the Senate has been the Senator
from Tennessee. Look how picayune they
are in this situation. You are saying if a
widow is left with three children and she
collects social security benefits for each
one, just a small amount at best—and we
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are talking about a widow—a widow, be-
fore she claims a child as a dependent, if
she has a little bit of a job on the side
earning a little income, because her hus-
band left her and she is supporting the
three young children, has to document
the fact that she contributed more than
50 percent to support them. We are
picayune,

Foster parents are paid by the State.
They cannot claim the benefits because
they are being paid by the State. We are
talking about widows. I am familiar with
a dozen situations in my State where
widows were left penniless, where they
might have a little job in a department
store and get $50 a month for each child;
but at the end of the year they would
have to document the fact that they con-
tributed more than 50 percent.

We have all of this dillydallying about
adjusting this matter when we are load-
ing the bill with a 23-percent oil deple-
tion allowance, benefits for this group,
benefits for that group: and, yet, we will
not take care of that widow this after-
noon. I am ashamed, really ashamed.

Mr. GORE. Mr. President, we are not
talking about widows here, although that
is a favorite subject and I am very sym-
pathetic to it.

Suppose this widow remarries and she
has three, four, or five children, and that
from social security there is a consider-
able contribution for their upkeep. This
measure would set up the legal possi-
bility that a foster parent who has not
legally adopted the children

Mr. PASTORE, But who is supporting
them.

Mr. GORE (continuing)., Might be
supporting them to the extent of $1 a
year——

Mr. PASTORE. Mr. President, will the
Senator yield?

Mr. GORE. No; I will not yield just
now.

Mr. PASTORE. Very well.

Mr. GORE. The Senator is talking
about widows. I am talking about some-
one who is married. The former
widow——

Mr. PASTORE. 1 will answer that
question.

Mr. GORE, The Senator said this is
picayune. It is not picayune.

This is a principle which is proposed to
be established in a tax law making it
possible for one to claim a personal ex-
emption, the full exemption for the sup-
port of a child when, as a matter of fact,
the person might actually be making only
a miniscule contribution toward the sup-
port of the child.

This is not a large item; no large
amount is involved, and I do not wish to
take a great amount of time to debate
it. However, it is a principle that is
wrong. Let the committee, when it has
hearings on the social security, examine
this matter carefully and then recom-
mend a decision to the Senate.

Mr. MOSS and Mr. PASTORE ad-
dressed the Chair.

Mr, GORE. Mr. President, I yield first
to the author of the amendment.

Mr. MOSS. Mr. President, I think the
summary of this proposal which has been
given by the able Senator from Rhode
Island puts it in perspective. What we
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are talking about is a relatively small
amount of money and a relatively small
group of people. Generally, they are peo-
ple of limited income.

I supported the able Senator from
Tennessee when he fought on the
floor——

Mr. PASTORE. That is right.

Mr. MOSS (continuing). To increase
the personal exemption. A person may
claim from $600 to $800.

Mr, PASTORE. Or $1,000.

M-. GORE. It should be $1,000.

Mr. COOK. Mr. President, may
have order?

Mr. MOSS. We have $800, Now we want
to turn around and say that in order to
claim a child, a dependent child who has
a small amount coming under social
security from a deceased parent, we are
going to force that person to set up an
accounting system whereby he can show
the amount he spends in supporting that
child is greater than the amount the
child got from social security.

Mr. GORE. Mr. President, I wish to
say to the able Senator that I do not
want to debate this matter for a long
time, but the Senator talks about a small
amount. The amount can be $109 per
month per child. As a matter of fact, on
the average today the children of a de-
ceased worker receive 271 a month. Is the
Senate going to say that $109 a month
can be ignored and that even though the
foster parent makes but a miniscule con-
tribution to the upkeep of that child he
can still claim $800 as an exemption for
each child? I say in principle that is
wrong.

Mr. MOSS. Mr. President, will the Sen-
ator yield?

Mr. GORE. I had promised to yield to
the Senator from Connecticut.

Mr. RIBICOFF. Mr. President, what
concerns me has a great bearing on what
the Senator from Utah proposes. The
maximum amount one can receive under
social security for a child is $109 a
month; and that is $1,308 a year. The
average payment made for a child under
social security is $71 a month, which
comes to $852 a year. It is obvious if $71
is the average, many, many persons are
below the $71 a month.

Mr. COTTON. Mr. President, may we
have order? I am trying to listen to the
Senator.

The PRESIDING OFFICER (Mr.
MarTtHIAS in the chair). The Senate will
be in order.

Mr. RIBICOFF. Mr. President, I think
all of us realize it takes more than $852
a year to support a child, and a parent
or foster parent would have to make a
substantial contribution.

I would hope the committee would take
this amendment to consider it in confer-
ence, But I think I can sympathize with
the Senator from Tennessee because we
are getting ourselves into the same posi-
tion we did when we discussed the Byrd-
Mansfield amendment. The Senate is
going to have to wrestle with a complete
review of the Social Security System. It
seems that will take place, as far as this
body is concerned, sometime next May or
June. I know that members of the Com-
mittee on Finance will go into this matter
thoroughly. However, I do wish to say

we
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there is a great deal of merit in what the
Senator from Utah advocates., To my
knowledge this is the first time it has
been called to the attention of the Sen-
ate, If has been overlooked and con-
sideration should be given to what the
Senator from Utah advocates because it
has much merit.

Mr. MOSS. I thank the Senator.

Mr. President, will the Senator from
Tennessee yield?

Mr, GORE, I yvield.

Mr, MOSS. Mr. President, I simply
want to ask this question. What is the
poverty level now that has been set as
the official poverty level in this country
below which the family income should
not fall?

Mr. GORE. I believe, for a family of 4,
it is $3,600.

Mr. MOSS. If we compare the $71 av-
erage that the children get under social
security, we can see that no one will be
lifted out of the poverty level by having
the contribution to a child come into the
family income. The onerous obligation of
itemizing and frying to justify all the
expenses of a child will not be worth the
amount of money involved. Therefore, I
think we should have this provision in
the tax bill, to say that that may be
ignored in filling out a tax return for a
family whose mother is usually a widow.

Mr. GORE, Mr, President, I wish to
close by saying that I did not think and
do not now think that an $800 exemp-
tion is sufficient. I was happy that the
Senate supported that much, however
inadequate it is. But here is an amend-
ment offered to make a special provision.
It would be the only place in the law
I know of in which we would allow a tax-
payer to claim full exemption for the
support of a child when, as a matter of
fact, the degree of support could be
minuscule. I think this is a bad prin-
ciple, but I do not wish to take the time
of the Senate further. Let the Senate
work its will.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Utah (Mr.
Moss) .

As many as favor the amendment will
say “aye.”

As many as oppose the amendment
will say “no.”

The “noes” appear to have it.

Mr. PASTORE. Mr. President, I call
for a division.

The PRESIDING OFFICER. A divi-
sion is called for. As many as favor the
amendment will rise and stand until
counted, (After a pause.) Those who op-
pose the amendment will rise and stand
until counted.

Mr. PASTORE. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

Mr, PASTORE. Mr. President, I ask
for the yeas and nays.

Mr. COOK. Mr. President, a parlia-
mentary inquiry.

Mr. PASTORE. Mr. President——

The PRESIDING OFFICER. The clerk
will eall the roll.

Mr. PASTORE. Mr. President, I ask
for the yeas and nays.

Mr. WILLIAMS of Delaware.
President, regular order,

Mr,
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Mr, ALLOTT. Regular order,
President.

The PRESIDING OFFICER. Does the
Senator from Rhode Island withdraw
his request for the ecall of a quorum?

Mr. PASTORE. Mr. President, tem-
porarily, I do. I ask for the yeas and nays
on the amendment.

The yeas and nays were ordered.

The PRESIDING OFFICER. The yeas
and nays on this amendment having
been ordered, the clerk will call the roll.

The legislative clerk called the roll.

Mr. BYRD of West Virginia. I an-
nounce that the Senator from New Mex-
ico (Mr, Anperson), the Senator from
Virginia (Mr. Byro), the Senator from
Florida (Mr. Horranp), the Senator
from Massachusetts (Mr. KEeNNEDY),
and the Senator from Missouri (Mr.
SYMINGTON) are necessarily absent.

I further announce that the Senator
from Alabama (Mr. ArLLeEn), the Sen-
ator from Nevada (Mr. CannNon), and
the Senator from Louisiana (Mr, ELLEN-
DER) are absent on official business.

I further announce that, if present
and voting, the Senator from Louisiana
(Mr. ELLENDER) would vote “nay."”

On this vote, the Senator from Nevada
(Mr. Cannon) is paired with the Sen-
ator from Florida (Mr. Horrawp). If
present and voting, the Senator from
Nevada would vote “yea” and the Sen-
ator from Florida would vote “nay.”

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
is absent on official business.

The Senator from South Dakota (Mr.
MunpT) is absent because of illness.

The Senator from Colorado (Mr,
Dominick), the Senator from Pennsyl-
vania (Mr. SCHWEIKER) and the Senator
from Alaska (Mr., STEVENS) are neces-
sarily absent.

If present and voting, the Senator
from Colorado (Mr. DoMinick), and the
Senator from Arizona (Mr. GOLDWATER)
would each vote “nay.”

The result was announced—yeas 46,
nays 41, as follows:

[No. 181 Leg.]
YEAS—46

Hatfield
Hollings
Hughes
Inouye
Jackson
Javits
Magnuson
MeClellan
MceGee
McGovern
McIntyre
Metealf
Mondale

Mr.

Muskie
Nelson
Pastore

Pell

Prouty
FProxmire
Randolph
Riblcofl
Sparkman
Spong
Tydings
Willlams, N.J,
Yarborough
Montoya Young, Ohlo
Moss

Murphy

NAYS—41

Fulbright
Gore
Griffin

Hartke

Alken
Allott
Baker
Bellmon
Bennett

Pearson
Percy

Russell

Saxbe

Scott

Smith, Maine
Smith, 111,
Stennis
Talmadge
Thurmond
Tower
Williams, Del.
Young, N. Dak.

Jordan, N.C.
Jordan, Idaho
Long
Mansfield
Mathias
McCarthy
Miller
Packwood
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NOT VOTING—13

Ellender Mundt
Goldwater Schweiker
Holland Stevens
Eennedy Symington

Allen
Anderson
Byrd, Va.
Cannon
Dominick

So Mr. Moss’ amendment was agreed
to.

Mr. PASTORE. Mr. President, I move
to reconsider the vote by which
the amendment was agreed to.

Mr. MOSS. Mr. President, I move to
lay that motion on the table.

The motion fo lay on the table was
agreed to.

AMENDMENT NO. 303

Mr. FANNIN. Mr. President, I call up
my amendment No. 303.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

Mr. FANNIN. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
“SEeC. 122. POLITICAL ACTIVITIES OF

EXEMPT ORGANIZATIONS,

“{a) DENIAL oF ExEMprion.—Section 501
(relating to exemptions from tax) is amended
by redesignating subsection (e) as (f) and
by inserting after subsection (d) the follow-
ing new subsection:

“({e) PROHIBITION ON CERTAIN PoLITICAL AC-
TIVITIES.—NO organization described in sub-
section (c) or (d) shall be exempt from tax-
ation under subsection (a) for any taxable
year in which any part of its income or of
the amounts received for its support (in-
cluding, in the case of a membership orga-
nization, dues, assessments, fees, or other
charges Imposed on members) is used, di-
rectly or indirectly—

“(1) to support or oppose any candidate
for public office,

“(2) to support or oppose any political
party, or

*(8) to carry on any voter registration.”

(b) ErFeEcTIVE DATE—~The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1969.

Mr. FANNIN. Mr, President, I ask for
the yeas and nays on my amendment.
The yeas and nays were ordered.
ETRIKING A BETTER BALANCE

Mr. FANNIN. Mr. President, this
amendment in spite of all the anguished
cries of big labor leaders, is an eminently
fair and just proposal. Every reaction I
have received to this amendment, other
than those who are tied to special in-
terest groups, has been favorable.

The rank and file of major labor orga-
nizations as well as other membership
organizations favor this approach, I be-
lieve, and were it not for the intimida-
tion and coercion that exists in these
situations, I believe those in charge
would hardly risk a free and open refer-
endum within their own ranks on such a
proposition.

Mr. President, in a speech here in
Washington on July 25, 1954, our late
President, Dwight D. Eisenhower, said:

Free government makes as its cornerstone
the concept, or the ldea, that men are equal,
they are equal before the law, they have
equal rights and equal opportunities in the
governments maintained to protect them.

Tax-
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It is in pursult of this concept, Mr.
President, that I have introduced this
amendment.

It has been estimated that over a hun-
dred million dollars were spent by labor
unions in the last national elections, not
including wages and salaries of those in
everyday activities that are truly involved
in political endeavors. One of the things
which makes this practice so iniquitous
is that much of this money is collected
by the union leaders under arrange-
ments which give a man no choice but
to belong to a union. Then his money,
taken from him by the force of law, may
be and often is, spent contrary to the
political desires of the member. I would
be just as opposed to any business orga-
nization utilizing dues or assessments in
this manner.

It is not the purpose of this amend-
ment, Mr. President, to penalize one
group at the expense of another. The
purpose plainly and simply is to strike
a better balance than we have had here-
tofore in these matters. Very little in-
vestigation is required, Mr. President, to
discover that under the interpretation of
section 501(c) of the Internal Revenue
Code, union leaders have enjoyed an im-
munity to the “no politics” rule that has
been applied to other tax-exempt orga-
nizations in the civie, fraternal, business,
and professional fields.

There are those, Mr. President, who
charge me with antilabor bias in intro-
ducing this legislation. It is simply not
true, it has not been true, and I trust
that it never shall be true. This amend-
ment is protective of the members’
rights.

Our country is blessed with the finest
in working men and women the world
has ever known. They are better trained,
more highly skilled, and in many in-
stances more highly motivated than any
other major industrial nation in the
world. However, Mr, President, there are
those who are leaders in the labor move-
ment, and I do not include then. all, who
are bent on removing incentive; com-
mitted to the dissolution of those quali-
ties that made America great because it
was built by great people. They are the
greedy ones who no longer regard a good
day’s work for a good day's pay as a
proper goal to be attained.

To those who are critical of me, and
who would betray the labor movement
into the sloughs of lethargy and sloth, I
would recall the words of the great-
grandfather of the labor movement in
America, Samuel Gompers.

Sixty-three years ago, Mr. Gompers rec-
ognizing the coming dangers if great po-
litical power became concentrated in the
hands of a few men, said:

It is doubtful to my mind if the contribu-
tions and expenditures of vast sums of money
in the nominations and elections for our pub-
lic offices can continue to increase without
endangering the endurance of our Republic
in its purity and in its essence , ., the neces-
sity for some law upon the subject is patent
to every man who hopes for the maintenance
of the institutions under which we live.

Mr. President, we have had a “law upon
the subject” to use the words of Mr.
Gompers; but it has not prevented the
danger which he saw approaching from
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coming about. I refer to an article on
the Federal Corrupt Practices Act which
I inserted in the Recorp on December 1,
1969, at page 36199, This article from
the highly respected Congressional
Quarterly publication indicates that not
only does that law have so many loop-
holes as to be ineffective, but even the
loose provisions of the existing law are
not enforced. I dare say there is no single
group in our Nation able to wield so pow-
erful a weapon as the quantity of money
and help which labor officials can pour
into national and local election cam-
paigns.

The history of labor organizations using
money from their general treasuries to
contribute to political campaigns, or to
pay the salaries of campaign workers
donated by the unions is well established.
The allegation is broadly made by labor
leaders that all of their contributions are
voluntary, but such a statement is not
seriously defended in detail.

As just one example, I cite the oral
arguments of one Joseph Rauh, formerly
head of the Americans for Democratic
Action, who argued a case for the United
Auto Workers before the Supreme Court
of the United States:

Mr. RauH. We have never had the type of
funds on voluntary dollars—

Justice REEp. You can't get as much from
voluntary dollars as you can from dues?

Mr. RAuH. Well, sir, a union man thinks
he has paid, when he has paid his dues, he
thinks he has paid for bargaining, for legisla-
tion, and for political activity. He doesn’t
feel he should pay a second time for political
actlvity. That is why it is so hard to raise
. When he pays

voluntary contributions . .
his dues, he has paid for his political action,
(Cong. Rec. 10/27/69 pg. 31551f1.)

Just last year the AFL-CIO assessed
its members a nickel per member to
amass an additional ziection campaign
fund of $850,000; all of it without pay-
ing a penny in taxes. Just think of the
magnitude of money available through
assessment privileges. We could possibly
cut union dues in half by this amend-
ment.

Union tax free dues build up a fan-
tastic wealth. The best estimates place
combined union income at around $75
million per month. Total union wealth
is estimated at more than $4 billion.
Union businesses are legion in the multi-
million-dollar range and the income from
hotels, motels, banks, transit lines,
apartment and office buildings, and life
insurance firms flows into union coffers
free of tax levy.

In the October 11, 1969, edition of the
AFL-CIO News, Mr. President, I quote
from an article on page 20 headlined
“Labor Renews Crusade for Tax Justice.”
One of the three major goals listed in
the leading resolution reads as follows:
“The elimination of the loopholes of
special tax privilege for wealthy fam-
ilies and businesses.” Notably absent from
the resolution is the plugging of the spe-
cial tax loopholes for wealthy unions.

AFL-CIO President George Meany
addressed the Atlantic City crowd with
these words, and I quote from the AFL-
CIO paper:

Washington is crowded with well-heeled
lobbylsts who represent every group that has
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a selfish interest in perpetuating the special
tax preference that they now enjoy.

That was a very candid statement of
Mr. Meany, especially in light of his
statement to an AFL-CIO gathering on
August 28, 1969, in which he said:

I think frankly, we have the most effective
lobby in Washington. We don't go bragging
about our lobby, We don't brag that we are
lobbylsts. We don’t talk about it. But ac-
tually, we are lobbyists,

Mr. President, this is an outstanding
display of candor on the part of Mr.
Meany. I have no hesitancy in attesting
to the effectiveness of the union lobbyists.

There have been some, Mr. President,
who have accused me of singling out
unions for special punitive legislation.
That is not true.

The amendment before you applies to
all organizations presently designated
tax exempt under the Internal Revenue
Code. Everyone is treated exactly alike
before the law. That is the fair and
equitable way. It has been said by union
spokesmen that there is no measure of
justice in this amendment. I am told that
in telegrams to various Senators, labor
councils across the country have re-
minded us of the tax-exempt status of
such organizations as the National Asso-
ciation of Manufacturers, the American
Medical Association, the chambers of
commerce, National Right To Work
Committee, and other similar groups. Mr.
President, this amendment does apply to
those and all similar organizations. This
is not favoritism, it is fairness, and no
legislator can in conscience vote on any
other basis.

The principle with which we are here
concerned, Mr. President, is fairly
straightforward. Shall an organization,
either fraternal, professional, religious,
labor, or other, be in effect subsidized by
the taxpaying public to work in opposi-
tion to the interests of a significant por-
tion of that public?

Certainly everyone in America is free,
or should be, to contribute to the politi-
cal candidate of his choice, and to work
on his behalf as a private citizen, The
difficulty arises when such activity is per-
mitted, even encouraged through the use
of tax-exempt funds. An organization
which is exempt from taxation is by its
specialized status, shifting the burden to
the remaining tax base. We here are sim-
ply saying that if you wish to engage in
political activity of the type so de-
seribed—support or opposition of candi-
dates and parties and voter registra-
tion—that you then pay taxes like
everyone else who engages in such
activity.

May I make it perfectly clear, Mr.
President, that we are not seeking to re-
strict the free expression of voter re-
sponsibility and patriotic efforts. This
should certainly be a part of every civic
minded organization’s program. But ac-
tual voter registration should be, I be-
lieve, primarily the responsibility of the
political parties. The Senate Finance
Committee has expressed its reservations
about the motivations behind many voter
registration drives as being politically
motivated—and as such, they should not
be earried out with tax-exempt money.

Now a word about free speech, or ex-
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pression of opinion by unionists. My
amendment would not restrict in any
way the right of an individual to ex-
press himself as far as politics are con-
cerned in his individual views. If a un-
ion official wishes to be for or against a
certain political candidate as a private
matter, that is his business, his right,
and he may certainly employ it. If, on the
other hand, he wishes to use his official
position as a union official to coerce other
members of his union into voting for or
against a candidate or party, then I be-
lieve he is jeopardizing the tax-exempt
status of the union in the same fashion
as a chamber of commerce president;
acting in his official capacity would be
threatening the tax-exempt status of his
chamber by making official pronounce-
ments in favor or in opposition to a can-
didate.

Mr, President, I close as I began with
the words of our late and beloved Presi-
dent, Dwight Eisenhower, They enunci-
ate the principle to which my amend-
ment is dedicated. I trust we shall be true
to them:

Free government makes as its cornerstone
the concept, or the idea, that men are equal,
they are equal before the law, they have
equal rights and equal opportunities in the
governments maintained to protect them.

Mr. President, I ask that we strike a
better balance toward the achievement
of those equal rights, and trust adop-
tion of amendment No. 303 will be ap-
proved.

Mr. President, I yvield to the Senator
from Texas.

Mr. TOWER. Mr. President, I thank
my distinguished friend, the Senator
from Arizona.

Mr. President, I support the Senator’s
amendment No, 303 to the tax reform
bill. I would like to congratulate the dis-
tinguished Senator from Arizona for the
excellent presentation he has delivered
on his proposal.

Mr. President, during the course of
debate on H.R. 13270, this body has been
mainly concerned with providing more
equity in our federal tax structure. The
Congress has been concerned with clos-
ing loopholes in our tax structure. Indi-
viduals in the Congress have aimed their
attack at wealthy individuals, corpora-
tions and industries. Like the vast major-
ity of legislators, I am also very con-
cerned about the establishment of an
equitable and sound tax structure. The
correction of the inequities of our tax
system is a primary objective of this
body, and I will continue to support those
measures which I feel meet this objec-
tive.

As the Senator has already stated, sup-
porters of thic amendment have been at-
tacked by special interests as being anti-
labor. This is not the case. Amendment
No. 303 would require all tax-exempt
organizations to refrain from political
activity, including voter registration, or
lose their tax-exempt status. In essence,
all that this amendment does is estab-
lish a sense of fair play wth regard to
the various tax-exempt organizations. I
am sure that labor union officials would
not want businesses and corporations to
do what unions could not do. As the law
stands now, unions have tax-exempt




37604

status, whereas other tax-exempt or-
ganizations must refrain from partisan
political activity or lose their tax-exempt
status.

It is an obvious fact that union mem-
bers contribute to a political candidate
or party despite the fact that they will
eventually oppose that same candidate or
party on election day. Research studies
have shown that union members are in-
creasingly deviating from the wishes of
union officials with respect to various
candidates endorsed by the union. This
is a natural tendency due to the increased
political awareness and independence of
the American electorate. Thus, in many
cases, union members financially con-
tribute to political candidates regardless
of their own individual beliefs, With this
in mind, I feel that it is safe to say that
this amendment is a positive proposal
that benefits labor unions as a whole;
that is, in the sense that it grants the
individual union member his constitu-
tional freedom of choice.

Mr, President, this amendment at-
tempts to provide for a just and fair
balance with regard to tax-exempt
organizations.

Therefore, I urge the Senate to adopt
this amendment as introduced.

Mr. FANNIN. Mr. President, I thank
the Senator.

I agree with the Senator. This would
not limit the freedom of speech of any-
one nor be a burden to any organization.
It would not violate the freedom of
speech of a union or individuals nor limit
the freedom of speech of anyone.

If we consider the equity of it—I have
had it very carefully checked—I am
sure this would cover what we are talk-
ing about in the amendment. It would
not apply to any organizations that are
not tax exempt. If, for instance, they
carry on different programs, they can
continue to carry on those programs as
long as the money that they utilize is
voluntarily given to them.

I have supported the League of Women
Voters. I have written checks for them.
I think it is a good program. At the same
time, I feel the greatest benefit that can
accrue to a political party is for the
members of that party to carry on voter
registration.

I could give many examples. I can give
my State as an example and what has
taken place there. However, what other
activity will create better citizens and a
better understanding of the voter prob-
lem? What would contribute more than
having the people who want to enter into
political activities help a candidate or a
party? If they say to a candidate, “What
can I do to help you? What work can I
do to help my party?” My advice would
be for them to get involved in voter regis-
tration. There is not anything that would
be more beneficial to them.

We do not need to have paid people
going out to engage in this activity, We
have plenty of people who can enter into
voter registration work.

I think it is shameful that the people
are not patriotic enough to move forward
with voter registration on their own.
Why should they have to pay people to
g0 out and be good citizens? I think it is
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sinful that people think they must be
paid to help their party.

It is certainly an unsound prineiple, I
oppose that type of operation.

At the same time, I will certainly con-
tribute to an organization. And I do not
expect to take a tax deduction on the
contribution I make.

Mr. TOWER. Mr. President, will the
Senator yield?

Mr. FANNIN. I yield.

Mr. TOWER. Mr. President, the Sen-
ator’s amendment would not proseribe
legitimate volunteer political activity on
the part of trade union members.

Mr. FANNIN. No. I think it would en-
courage it. At the present time people
sit back and say, “Let John do it, or let
someone else do it.”

This would encourage such aectivity
and make political parties more con-
scious of this fact, and it would greatly
interest people in politics.

Mr. TOWER. It would not discourage
individual union members from contrib-
uting to the party or candidate of his
choice.

Mr. FANNIN. He can do whatever he
wants to do. The very wording of the
amendment indicates that it is not only
not restrictive, but it would also greatly
encourage people to work for their po-
litical parties.

I think rather than discourage or ham-
per voter registration, it would encourage
it.

Mr. PACKWOOD. Mr. President, will
the Senator yield?

Mr. FANNIN. I yield.

Mr. PACKWOOD. Mr. President, the
Senator mentioned the League of Women
Voters and their activity in voter regis-
tration. Do I correctly understand the
Senator to mean that his amendment
would not apply to voter registration car-
ried on by the League of Women Voters?

Mr. FANNIN. As long as the money was
voluntarily given, it would not affect that
activity. If the money being spent was
fax-exempt money, it would.

Mr, PACKWOOD, Mr. President, no
one has to join the League of Women
Voters or the Chamber of Commerce.
However, if we had a situation where
the League of Women Voters was using
their dues for voter registration, would
that be proscribed by the amendment?

Mr. FANNIN. No. Mr. President, I in-
tend to encourage rather than discour-
age this type of activity. I feel, as I have
said, that we would encourage people to
become more involved and not to get in-
volved in something because they would
be paid for their work.

Mr, TOWER. Mr, President, will the
Senator yield?

Mr. FANNIN. I yield.

Mr. TOWER. Mr. President, voter reg-
istration is a congeneric activity of the
League of Women Voters, They are set
up for that purpose. They pay their dues
voluntarily, They know what their or-
ganization does. In that sense, it would
be excluded by the amendment. However,
voter registration is not a congeneric ac-
tivity of a trade union.

Mr. FANNIN. The whole matter, so
far as I am concerned, is one of encour-
aging people to become involved in poli-
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tics. This amendment would not diseour-
age anyone. It would not discourage free-
dom of speech. It just means that people
who are paid by tax-exempt money could
not enter into these activities. They could
enter into it if they were not represent-
ing the organization.

The limitations involved in this amend-
ment have been overemphasized. It is
very simple, and it pertains to exactly
what it says. It says:

PROHIBITION ON CERTAIN POLITICAL ACTIVI-
TiEs—No organization described in subsec-
tion (c) or (d) shall be exempt from tax-
ation under subsection (a) for any taxable
year in which any part of its Income or of
the amounts received for its support (in-
cluding, in the case of a membership or-
ganization, dues, assessments, fees, or other
charges imposed on members) is used, di-
rectly or indirectly—

When anyone says that “directly or
indirectly” is going to cause difficulty, I
say that he is being misled. I had this
checked very carefully. I talked with sev-
eral of the distinguished Senators on the
other side of the aisle, and they brought
this up. I had it checked out yesterday
and today. I have gone to extremes to
find out what would be involved. It cer-
tainly would not affect the work that we
are talking about in getting voter regis-
istration, other than if tax exempt
money is utilized. That is the only re-
striction we have.

What this amendment applies to is
very clear: “to support or oppose any
political party, or to carry on any voter
registration.”

This would apply just to tax exempt
organizations that are involved. It
would be illegal, under my amendment.
I ask unanimous consent to have printed
at this point in the Recorp a list of the
17 categories of organizations that are
included in subchapter F, “Exempt
Organizations.”

There being no objection, the list was
ordered to be printed in the REecorp, as
follows:

SUBCHAPTER F.—EXEMPT ORGANIZATIONS
Part
I. General rule.

II. Taxation of business income of certain
exempt organlzstions.

III. Farmers’ Cooperatives.

IV. Shipowners' protection and indemnity
associations.

PART I—GENERAL RULE
Sec.
501. Exemption from tax on corporations,
certain trusts, ete.
502. Feeder organizations,
503. Requirements for exemption,
504, Denial of exemption.

§ 501. Exemption from tax on corporations,
certain trusts, ete.

(a) ExemprioN From TAXATION.—AD orga-
nization described in subsection (c) or (d)
or section 401 (a) shall be exempt from tax-
atlon under this subtitle unless such exemp-
tion is denied under section 502, 503, or 504.

(b) Tax oN UNRELATED BUsSINESS INCOME.—
An organization exempt from taxation under
subsection (a) shall be subject to tax to the
extent provided In part IT of this subchapter
(relating to tax on unrelated income), but
notwithstanding part II, shall be considered
an organization exempt from income taxes
for the purpose of any law which refers to
organizations exempt from income taxes.

(e) List oF EXEMPT ORGANIZATIONS.—The
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following organizations are referred to in
subsection (a);

(1) Corporations organized under Act of
Congress, if such corporations are instrumen=
talities of the United States and if, under
such Act, as amended and supplemented,
such corporations are exempt from Federal
income taxes.

(2) Corporations organized for the exclu-
sive purpose of holding title to property, col-
lecting income therefrom, and turning over
the entire amount thereof, less expenses, to
an organization which itself is exempt under
this section.

(8) Corporations, and any community
chest fund, or foundation, organized and op-
erated exclusively for religious, charitable,
scientific, testing for public safety, literary,
or educational purposes, or for the preven-
tion of cruelty to children or animals, no part
of the net earnings of which inures to the
benefit of any private shareholder or indi-
vidual, no substantial part of the activities
of which is carrying on propaganda, or other-
wise attempting, to influence legislation and
which does not participate in, or Intervene
in (Including the publishing or distributing
of statements), any political campaign on
behalf of any candidate for public office.

(4) Civic leagues or organizations not or-
ganized for profit but operated exclusively for
the promotion of social welfare, or local as-
sociations of employees, the membership of
which is limited to the employees of a desig-
nated person or persons in a particular mu-
nicipality, and the net earnings of which are
devoted exclusively to charitable, educa-
tional, or recreational purposes.

(5) Labor, agricultural, or horticultural
organizations.

(6) Business leagues, chambers of com-
merce, real-estate boards, or boards of trade,
not organized for profit and no part of the
net earnings of which inures to the benefit of
any private shareholder or individual.

(7) Clubs organized and operated exclu-
sively for pleasure, recreation, and other non-
profitable purposes, no part of the net earn-
ings of which inures to the benefit of any
private shareholder.

(8) Fraternal beneficlary societies, orders,
or assoclations—

(A) operating under the lodge system or
for the exclusive benefit of the members of a
fraternity itself operating under the lodge
system, and

(B) providing for the payment of life, sick,
accldent, or other benefits to the members of
such soclety, order, or assocliation or their
dependents.

(9) Voluntary employees’ beneficiary as-
soclations providing for the payment of life,
sick, accident, or other benefits to the mem-
bers of such assocliation of their dependents,
if—

(A) no part of their net earning inures
(other than through such payments) to the
benefit of any private shareholder or indi-
vidual, and

(B) 85 percent or more of the income con-
slsts of amounts collected from members and
amounts contributed to the assoclation by
the employer of the members for the sole
purpose of making such payments and meet-
ing expenses.

(10) Voluntary employees’ beneficlary as-
sociations providing for the payment of life,
sick, accident, or other benefits to the mem-
bers of such assoclation or their dependents
or their designated beneficiaries if—

(A) admission to membership in such as-
sociation is limited to individuals who are
officers or employees of the United States
Government, and

(B) no part of the net earnings of such as-
soclation inures (other than through such
payments) to the benefit of any private
shareholder or individual.

(11) Teachers' retirement fund assocla-
tions of a purely local character if—

(A) no part of their net earnings inures
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(other than through payment of retirement
benefits) to the benefit of any private share-
holder or individual, and

(B) the income consists solely of amounts
received from public taxation, amounts re-
celved from assessments on the teaching sal-
arles of members, and income in respect of
investments.

(12) Benevolent life insurance associations
of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative
telephone companies, or like organizations;
but only if 85 percent or more of the income
consists of amounts collected from members
for the sole purpose of meeting losses and
expenses.

(13) Cemetery companies owned and op-
erated exclusively for the benefit of their
members or which are not operated for
profit; and any corporation chartered solely
for burial purposes as a cemetery corpora-
tion and not permitted by its charter to
engage in any business not necessarily inci-
dent to that purpose, no part of the net earn-
ings of which inures to the bent of any pri-
vate shareholder or individual.

(14) Credit unions without capital stock
organized and operated for mutual purposes
and without profit; and corporations or as-
sociatlons without capital stock organized
before September 1, 1857, and operated for
mutual purposes and without profit for the
purpose of providing reserve funds for, and
insurance of, shares or deposits in—

(A) domestic building and loan associa-
tions,

(B) cooperative banks without capital
stock organized and operated for mutual
purposes and without profit, or

(C) mutual savings banks not having
capital stock represented by shares,

(15) Mutual insurance companies or asso-
clations other than life or marine (including
interinsurers and reciprocal underwriters)
if the gross amount received during the tax-
able year from the items described in section
822(b) (other than paragraph (1) (D) there-
of) and premiums (including deposits and
assessments) does not exceed $150,000.

(16) Corporations ‘organized by an asso-
clation subject to part III of this subchapter
or members thereof, for the purpose of
financing the ordinary crop operations of
such members or other producers, and op-
erated in conjunction with such association.
Exemption shall not be denled any such cor-
poration because it has capital stock, if the
dividend rate of such stock is fixed at not to
exceed the legal rate of interest In the State
of incorporation or 8 percent per annum,
whichever is greater, on the value of the con-
sideration for which the stock was Issued,
and if substantially all such stock (other
than nonvoting preferred stock, the owners
of which are not entitled or permitted to par-
ticipate, directly or indirectly, in the profits
of the corporation, on dissolution or other-
wise, beyond the fixed dividends) is owned by
such association, or members thereof, nor
shall exemption be denled any such corpora-
tion because there is accumulated and main-
tained by 1t a reserve required by State law
or a reasonable reserve for any mnecessary
purpose.

(17) (A) A trust or trusts forming part of
a plan providing for the payment of supple-
mental unemployment compensation bene-
fits, if—

(1) under the plan, it is impossible, at any
time prior to the satisfaction of all liabilitles,
with respect to employees under the plan, for
any part of the corpus or Income to be
(within the taxable year or thereafter) used
for, or diverted to, any purpose other than
the providing of supplemental unemploy-
ment compensation benefits.

(ii) such benefits are payable to employees
under a classification which is set forth in
the plan and which is found by the Secre-
tary or his delegate not to be discrimina-
tory in favor of employees who are officers,
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shareholders, persons whose principal duties
conslst of supervising the work of other em-
ployees, or highly compensated employees,
and

(il1) such benefits do not diseriminate in
favor of employees who are officers, share-
holders, persons whose principal duties con-
sist of supervising the work of other em-
ployees, or highly compensated employees. A
plan shall not be considered discriminatory
within the meaning of this clause merely be-
cause the benefits recelved under the plan
bear a uniform relationship to the total com-
pensation, or the basic or regular rate of
compensation, of the employees covered by
the plan.

(B) In determining whether a plan meets
the requirements of subparagraph (A), any
benefits provided under any other plan shall
not be taken into consideration, except that
a plan shall not be considered discrimina-
tory—

(1) merely because the benefits under the
plan which are first determined in a non-
discriminatory manner within the meaning
of subparagraph (A) are them reduced by
any sick, accident, or unemployment com-
pensation benefits received under State or
Federal law (or reduced by a portion of such
benefits if determined in a nondiscrimina-
tory manner), or

(ii) merely because the plan provides only
for employees who are not eligible to receive
sick, accident, or unemployment compensa-
tion benefits under State or Federal law the
same benefits (or a portion of such benefits
if determined in a nondiseriminatory man-
ner) which such employees would receive
under such laws if such employees were
eligible for such benefits, or

(1i1) merely because the plan provides only
for employees who are not eligible under
another plan (which meets the requirements
of subparagraph (A)) of supplemental un-
employment compensation benefits provided
wholly by the employer the same benefits
(or a portion of such benefits if determined
in a nondiscriminatory manner) which such
employees would receive under such other
plan if such employees were eligible under
such other plan, but only if the employees
eligible under both plans would make a clas-
sification which would be nondiscriminatory
within the meaning of subparagraph (A).

(C) A plan shall be considered to meet the
requirements of subparagraph (A) during
the whole of any year of the plan if on one
day in each guarter it satisfies such require-
ments.

(D) The term “supplemental unemploy-
ment compensation benefits” means only—

(1) benefits which are pald to an employee
because of his Involuntary separation from
the employment of the employer (Whether or
not such separation is temporary) resulting
directly from a reduction in force, the dis-
continuance of a plant or operation, or other
similar conditions, and

(i) sick and accident benefits subordinate
to the benefits described in clause (1).

(E) Exemption shall not be denied under
subsection (a) to any organization entitled
to such exemption as an association de-
scribed in paragraph (9) of this subsection
merely because such organization provides
for the payment of supplemental unemploy-
ment benefits (as defined in subparagraph
(D) (1)).

(d) RELIGIOUS AND APOSTOLIC ORGANIZA-
TioNS.—The following organizations are re-
ferred to in subsection (a): Religious or
apostolic associations or corporations, if such
associations or corporations have a common
treasury or community treasury, even if such
associations or corporations engage in busi-
ness for the common benefit of the members,
but only if the members thereof include (at
the time of filing their returns) in their gross
income their entire pro rata shares, whether
distributed or not, of the taxable income of
the association or corporation for such year,




37606

Any amount so included in the gross income
of a member shall be treated as a dividend
received.

(e) CROSS REFERENCE.—

For nonexemption of Communist-con-
trolled organizations, see section 11(b) of
the Internal Security Act of 1950 (64 Stat.
997; 50 U.8.C. T90(b) ).

(Aug. 16, 1954, ch. 736, 6BA Stat. 163; Mar.
13, 1956, ch. 83, § 5(2), T0 Stat. 49; Apr. 22,
1960, Pub. L. 86-428, §1, T4 Stat. 54; July
14, 1960, Pub, L. 86-667, §1, 74 Stat. 534;
Oct. 16, 1962, Pub. L. 87-834, § 8(d), 76 Stat.
997.)

AMENDMENTS

1962—Subsec. (c) (15). Pub. L. B87-834
substituted “§150,000" for “$75,000."

1960—=Subsec, (c) (14). Pub, L. 86-428 sub-
stituted “September 1, 1957" for "Septem-
ber 1, 1851."

Subsec. (¢) (17). Pub. L. 86-667 added sub-
sec. (¢) (17).

1956—Subsec. (c¢) (15). Act Mar 13, 1956,
substituted “the items described in section
822(b) (other than paragraph (1) (D) there-
of)"” for “Interest, dividends, rents,”.

EFFECTIVE DATE OF 1962 AMENDMENT

Amendment of subsec. (c) (15) of this sec~
tion by Pub. L. 87-834 applicable with re-
spect to taxable years beginning after Dec.
31, 1062, see section 8(h) of Pub. L. 87-834,
set out as a note under section 821 of this
title,

EFFECTIVE DATE OF 1960 AMENDMENTS

Section 2 of Pub, L. 86-428 provided that:
“The amendment made by this Act [to sub-
sec. (c) (14) of this section] shall apply only
with respect to taxable years beginning after
December 31, 1959."

Section 6 of Pub. L. 86-667 provided that:

“(a) Except as provided in subsection (b),
the amendments made by this Act [to this
section and sections 503, 511, 513 and 514
of this title] shall apply to taxable years be-

ginning after December 31, 1959.

“{b) In the case of loans, the amendments
made by section 2 of this Act [to section 503
of this title] shall apply only to loans made,
renewed, or continued after December 31,
1959."

EFFECTIVE DATE OF 1856 AMENDMENT

Amendment by act Mar. 13, 1956, applicable
only to taxable years beginning after Dec.
81, 1854, see note set out under section 821
of this title.

CROSS REFERENCES

Business lease indebtedness, see section 514
of this title.

Constructive ownership of stock rule inap-
plicable to tax exempt employees' trust, see
section 318 of this title.

Corporate deductions for dividends re-
celved inapplicable to dividends from corpo-
ration exempt from tax under this section,
see section 246 of this title.

Deduction for contribution of employer
to employees’ trust or annuity plan and
compensation under a deferred-payment
plan, see section 404 of this title.

Denial of exemption, see section 504 of
this title.

Disallowance of losses with respect to
transactions between persons and certain
tax exempt educational and charltable orga-
nizations, see section 267 of this title,

Exclusion of services performed in employ
of organization exempt from tax under this
section—

Employment under Federal Unemploy-
ment Tax Act, see section 3306 of this title.

Employment under title IT of the Social Se-
curity Act, see section 410 of Title 42, The
Public Health and Welfare.

Facllitlies and services excise tax exemption
to certain organizations exempt from tax un-
der this section, see section 4233 of this title.

Feeder organizations, see section 502 of this

tle.
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Imposition of tax on unrelated business in-
come of charitable, etc., organizations, see
section 511 of this title.

Includible corporation relative to consoli-
dated returns as excluding corporation ex-
empt from tax under this section, see section
1504 of this title.

Lottery under wagering taxes as excluding
drawings conducted by organization exempt
from tax under this section, see section 4421
of this title.

Nonforfeitable rights relative to employees’
death benefits, see section 101 of this title.

Partial exclusion of dividends received by
individuals inapplicable to dividends from
corporation exempt from tax under this sec-
tion, see section 116 of this title.

Prohibition on interests in nonbanking or-
ganizations inapplicable to certain bank
holding companies exempt under this section,
see section 1843(c) (7) of Title 12, Banks and
Banking.

Requirements for exemption, see section
503 of this title.

Returns by exempt organizations, see sec-
tion 6033 of this title.

Scholarships and fellowship grants to in-
dividuals who are not candidates for degrees
as excludible from gross income where grant-
or is an organization described in this sec-
tion, see section 117 of this title.

§ 502, Feeder organizations,

An organization operated for the primary
purpose of carrying on a trade or business
for profit shall not be exempt under section
501 on the ground that all of its profits are
payable to one or more organizations exempt
under section 501 from taxation. For purposes
of this section, the term “trade or business"
shall not include the rental by an organiza-
tion of its real property (including personal
property leased with the real property). (Aug.
16, 1954, ch. 786, 68A Stat. 166.)

§ 503. Requirements for exemption.

(a) DENIAL OF EXEMPTION TO ORGANIZATIONS
ENGAGED IN PROHIBITED TRANSACTIONS.—

(1) GENERAL RULE.—

(A) An organization described in section
501(c) (3) which is subject to the provisions
of this section shall not be exempt from tax-
ation under section 501(a) if it has engaged
in a prohibited transaction after July 1, 1950.

(B) An organization described in section
507(e) (17) which is subject to the provisions
of this section shall not be exempt from tax-
ation under section 501(a) if it has engaged
in a prohibited transaction after December
31, 1959.

(C) An organization described in section
401(a) which is subject to the provisions of
this section shall not be exempt from taxa-
tion under section 501(a) if it has engaged
in a prohibited transaction after March 1,
1954.

Mr. GURNEY. Mr. President, will the
Senator yield?

Mr. FANNIN. I yield.

Mr. GURNEY. Mr. President, I sup-
port the Senator's amendment. I think
it is a very worthy one, and it has been
long overdue and urgently needed.

I should like to give an example of
voter registration and how it worked in
my own congressional distriet the sum-
mer of 1964. Suddenly, we were read-
ing in the newspapers about a so-called
nonpartisan voters league that had been
formed in the summer of 1964. Many in-
terested civic-minded citizens joined in
the effort that the league was dedicated
to, and that was voter registration.

As the summer went on and the voter
registration proceeded, it became evi-
dent that some of the funds were com-
ing from the AFL-CIO and some from
foundations. The voter registration went
along extremely well and was highly suc-
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cessful. There were approximately 10,-
000 new voters in the Democratic Party
and almost none in the Republican
Party. That is how nonpartisan it was.
Of course, I was a little concerned, be-
cause I had won the year before—the
first time I was elected to the House of
Representatives—by only 3,000 votes.
This nonpartisan voters league put on
the voting list three times as many Dem-
ocratic votes as was my winning margin.

I think there should be voter registra-
tion, too; but I think the political parties
should conduct it under their own guise.
I do not think that tax-exempt funds
that were extracted from both Republi-
cans and Democrats should be shot into
the political activities of one party or
the other. I think that in recent years
they have been channeled pretty much
in the direction of one party. Of course,
that is one reason why I am protesting.
But the shoe can flip and be on the other
foot, too. As a matter of fact, some
labor organizations in the country to-
day are reassessing their political aims.
They see a new climate coming to Wash-
ington and across the country, and they
think, perhaps, that the prospects of the
party that has been out of office have
improved materially; and some of those
unions, although there are only a scat-
tered few at the moment, are channel-
ing at least some of their efforts in other
directions.

What I am really saying is that, while
this may look politically appetizing, to
vote either “yea” or “nay"” depending
upon what one's party registration is,
these things have a habit of flip-flopping
or turning around. The currents change;
trends change. People think *hat per-
haps if they vote one way today, they can
be fooled tomorrow.

But, quite apart from that, what the
political hard facts of life are, so far as
this amendment is concerned, it certain-
ly is true that tax exempt organizations
which enjoy a special status under the
Internal Revenue laws of the United
States because their efforts are supposed
to be channeled in charitable directions
or efforts that are good for the country—
and we want to encourage this sort of
thing—mnone of these people should be
engaged in political activity for either
one party or the other. Even if the ma-
jority were on my side, this amendment
is needed. People in the business of char-
itable foundations and labor unions and
anybody else in this category should not
be messing around and actively spending
their money for politics, if they enjoy a
tax-exempt status.

I would hope that we could close this
loophole and put everybody on an even
basis, and let the political parties do their
own political activity. I certainly sup-
port the Senator,

I should like to make another point,
and I think it is important; it is the
real heart of this matter. No man, when
he belongs to a labor union or some other
kind of organization, ought to have his
dues money—which is involuntarily
taken from him in many States, because
he has to join if he wants to keep a job—
channeled into the efforts of a political
party that may not be the one he
supports.
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Again, we harken back to my own po-
litical career. In the congressional dis-
triet I represented, I used to get a ma-
jority of the labor union votes. Many
members of labor unions would come to
me and say, “Mr. Gurney, we're for you
and we're going to vote for you, but we
don't like what our leaders are doing and
we wish we could do something about it,"”
because they were very actively in sup-
port of the other side.

I simply cite that as an example of
what the Senator from Arizona has been
talking about, that the dues of many
people are involuntarily used in quite a
different way from that in which they
want the dues used so far as political ac-
tivity is concerned. The Senator’s amend-
ment would correct this, and I support
him.

Mr. FANNIN. I thank the distinguished
Senator from Florida.

In support of what the Senator from
Florida has said, I have a letter from the
Internal Revenue Service, dated Novem-
ber 17, 1969, signed by the Assistant Com-
missioner. I should like to read a couple
of paragraphs to show that there is a
difference:

Paragraph (c) (5) of sectlon 501(c) is the
only one of the seventeen paragraphs of that
section that contains no definitions, limita-
tions or prohibitions. Only in regard to labor,
agricultural, horticultural organizations did
Congress grant exemption in such broad,
unlimited terms. For example, Congress did
not set forth in section 501(c) (5) provisions
such as those contained in section 501(c) (3)
denying exemption to charitable and educa-
tional organizations which participate in any
political campaign on behalf of any candidate
for public office. The inclusion of various
definitions, limitations, and prohibitions in
the other paragraphs of section 501(c) evi-
dences that In enacting the section Con-
gress gave attention to such matters, yet did
not apply any restrictions to labor organiza-
tions.

Therefore, it Is the Service's position that
if a labor union has as its principal pur-
pose the representation of employees in such
matters as wages, hours of labor, working
conditions, and economic benefits, and the
general fostering of matters affecting the
working conditions of its members, the ex-
emption of the organization is conferred by
the statute. We find no basis to support a
modification of this position.

Consequently, I say that there is no
basis to support what is being done now
by the unions.

Let us look at what is involved. Why
am I so concerned about this particular
amendment?

Mr. President, I feel this matter is as
important as any amendment in the en-
tire tax bill from the standpoint of the
future employment of the people of our
Nation. We must have a balance between
labor, management, and the Government.
If we do not soon obtain a balance be-
tween the unions, business officials and
the Government we are going to see more
and more jobs exported to other nations.
This is something that affects every State
represented in the Senate. We do not
have to go very far to realize and to know
what is happening. One can go to his
own neighborhood, or to his State, and
ask the chamber of commerce there. Ask
the State union organization what is
happening.

We see one organization after another
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putting plants in foreign countries. At
the present time we are considering the
textile industry. Most exasperating to me
is that we are losing jobs in the textile
industry. We could look at nearly any
other industry. We could talk about mo-
toreycles, automobiles, or any piece of
equipment, electronic equipment, or, for
instance, television sets.

This matter was forcefully brought
home to me when I discovered that in the
first 6 months of this year we only ex-
ported throughout the world about
65,000 television sets. Why do I bring up
that matter? I am from a State which
has some fine electronic plants. I ob-
served those companies that were in-
creasing their facilities, not in this ecoun-
try but by going into some foreign land
because they have been driven out, they
say, because of the restrictions labor
unions have placed on their employees
and their employment of people.

Mr. President, this does not mean I am
against good wages. I am for good wages.
With respect to working conditions, we
have the finest working conditions, the
best in the world. Our industries could
be the most productive but many limi-
tations are placed on them so that in
many instances they are not competitive.
Therefore, when I state we exported
65,000 television sets what has happened
is that plants located in other countries
were involved. We imported 653,000 tele-
vision sets from foreign lands, made by
American companies.

Even more exasperating and even
more frightening to me is what has hap-
pened with respect to imports from Ja-
pan, Japan shipped to the United States
in the first 9 months of this year about
2 million television sets. Imagine how
many jobs were lost to American work-
ingmen.

So I am fighting for members of the
union; I am fighting for the working peo-
ple of this country, and for all the people
of this country, because if we do not do
something about this situation to bring
about a better balance, we are going to
see more and more jobs go abroad. It is
happening every day. I trust this body
will realize that this is a first step to
correct that situation. This is a very
much needed step, and if we do not take
this much needed step, we will probably
never take it. I hope we will have a com-
mission or board appointed by the Presi-
dent which will include labor officials,
officials of industry, and officials of Gov-
ernment, a board that will get together
and make a study of this problem and
report back to the President, because this
is one of the most serious problems fac-
ing this Nation today. That is why I am
so anxious to take this first step.

Mr. CASE. Mr. President, amendment
303 proposes to revoke the tax exemption
of any organization which carries on any
voter registration.

In other words, organizations such as
the Southern Regional Council, which
conducts voter registration drives in the
South, and the League of Women Voters,
which conducts such drives throughout
the country, would be forced to halt these
activities or give up their tax-exempt
status.

But the heritage of amendment 303
and a full page ad in the Washington
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Star indicate the amendment is aimed
primarily at the tax-exempt status of
labor unions,

The ad, paid for by the National Right
To Work Committee, which is a tax-ex-
empt organization itself, said the amend-
ment “would treat unions like other tax-
exempt organizations by removing the
exemption privilege if any part of un-
fon ‘dues, assessments, fees, or other
charges imposed on the members' were
used for polities.”

The heritage of amendment 303 is de-
rived from amendment 145, which spe-
cifically singled out labor unions and ex-
empted all other tax-exempt organiza-
tions from its provisions.

While broadening its coverage to in-
clude all tax-exempt organizations,
amendment 303 narrowed the type of po-
litical activities which would be grounds
for revocation of an organization’s tax-
exempt status.

The original amendment called for loss
of an organization’s entire exemption if
any portion of its dues or assessments
was used “to support or oppose any can-
didate for public office or for other politi-
cal purposes.”

The new amendment is more specific,
limiting the type of political activities af-
fected, to support, or opposition to a can-
didate or a political party, or to carrying
on voter registration.

The Corrupt Practices Act already
makes it illegal for labor unions, along
with corporations, to make a contribu-
tion or expenditure in connection with
any election for President, Vice Presi-
dent, or Members of Congress.

In shaping the contours of the Cor-
rupt Practices Act, Congress specifically
sought to develop a balance to afford all
groups a fair opportunity to take part
in our political process. This act was not
hastily drawn nor lightly considered. In-
deed, in 1967 the balance struck by the
act was reaffirmed by the Senate by re-
jecting a proposal which would have
prohibited group activity in the political
area.

The consideration and debate which
preceded enactment of the Corrupt
Practices Act demonstrated the complex
policy questions which are involved in
this area. Yet, amendment 303 is offered
without benefit of thorough study and
in the absence of committee hearings of
its provisions.

The impact on voter registration
drives is obvious. Not so obvious are its
consequences on other activities of civie,
charitable, and other nonprofit organi-
zations which might be construed as op-
position to a political party.

I shall vote against the amendment.

Mr. TALMADGE. Mr. President, I
would like to have stated the amend-
ment in the nature of a substitute which
is pending at the desk.

Mr. FANNIN., Mr, President, I would
like to make an inquiry of the Senator
from Georgia.

Mr. TALMADGE. I yield for a parlia-
mentary inquiry or such other inquiry
as the Senator may have.

Mr. FANNIN. Is the Senator submit-
ting an amendment?

Mr. TALMADGE. I am offering an
amendment in the nature of a substi-
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tute to the amendment proposed by the
Senator from Arizona.

Mr. FANNIN, I thank the Senator.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. TALMADGE. Mr. President, I ask
unanimous consent that further reading
of the amendment may be dispensed
with, and that the amendment may be
printed in the REcoRbD.

The PRESIDING OFFICER. Without
objection, it is so ordered; and, without
objection, the amendment will be printed
in the RECORD.

The amendment ordered to be printed
in the REcorp, is as follows:

On page 148, line 16, insert the following:
*“Sec. 122—PoLITICAL ACTIVITIES oF Tax Ex-
EMPT ORGANIZATIONS.

“(a) DENIAL oF ExEMpTION.—Section 501
(relating to exemptions from tax) is amended
by redesignating subsection (e) as (f) and by
inserting after subsection (d) the following
new subsection:

“*(e) PrOHIBITION ON CERTAIN POLITICAL
ActiviTiEs—No organization described in
subsection (¢) or (d) shall be exempt from
taxation under subsection (a) for any tax-
able year in which any part of its income
or assets or of the amounts received for its
support (including, in the case of a mem-
bership organization, dues, assessments, fees,
or other charges imposed on members) is
contributed to any candidate for Federal
office. For the purpose of the preceding sen-
tence, a contribution shall be deemed to

occur only where cash or its equivalent or
property which has an ascertainable fair mar-
ket value is transferred to or otherwise made
avallable to a political party or to a political

candidate or to an organization formed or
availed of to support a political candidate.
A contribution shall not be deemed to occur
where the principal character of an activity
in support of a political party or a political
candidate constitutes mobilizing membership
of the organization for such purpose, as dis-
tinguished from the contribution of cash or
its equivalent or property which has an
ascertainable fair market value.’

“(b) ErrecTivE DareE.—The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31, 1969.”

Mr. TALMADGE. Mr. President, I ap-

plaud the distinguished Senator from
Arizona for his attempt to close a very
important tax loophole. It cannot be
doubted that a great many tax-exempt
organizations do make substantial polit-
ical contributions to candidates for of-
fice. I share the Senator’s objection to
the improper diversion of tax-exempt
funds from their intended purpose into
large-scale subsidies for political can-
didates. I believe our normal political
processes must not be subverted through
massive injection of tax-exempt funds
into political contests.

However, I am equally concerned that
we not impair or destroy those legitimate
political activities in which American or-
ganizations have traditionally engaged.

It is desirable that citizens who have
similar objectives work together in mem-
bership organizations to make their
voices heard in the democratic process of
electing their representatives in Govern-
ment. And, it is wholly proper that this
activity occur through membership or-
ganizations such as chambers of com-
merce, labor unions, trade associations,
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civic clubs, and similar groups holding
a tax-exempt status,

These are not charitable and educa-
tional organizations, on which special re-
strictions must be imposed because con-
tributions to them qualify as charitable
contributions for the purpose of a fax
deduction. They are instead organiza-
tions which have been formed by their
members because they desire to make
common cause in a particular area. They
may be businessmen, club members,
farmers, union members, realtors, manu-
facturers, doctors, lawyers, and so on.
They have a common interest within
their particular area and that common
interest naturally extends to the question
of who represents them in Government.

It is true that the groups mentioned
are not organized primarily for political
purposes. Farm groups perform such di-
verse functions as advising their mem-
bers of the latest farm technology and
providing low-cost insurance. Labor
unions are organized primarily for col-
lective bargaining. Professional associ-
ations police their own memberchip and
maintain the high standards of the pro-
fession. It would be punitive and unfair
to eliminate the tax-exempt status of
these worthy organizations just because
the members of the organization wish to
express their common voice in favor of
a particular candidate or a particular
party. It should not be our purpose to
stifie that common voice. It should in-
stead be our objective to insure that
the tax-exempt funds are not diverted
by these groups to support political par-
ties and candidates.

Let us look carefully at the amend-
ment of the Senator from Arizona. Read
subsection (e). This amendment states
that an organization shall lose a tax ex-
emption if any part of its income or the
amounts received for its support are used
directly or indirectly to support a candi-
date, a party, or to carry on voter regis-
tration. This amendment is so broad that
if a union rented a public hall to hear a
particular political candidate, it would be
subject to losing its tax exemption. It
would have spent a part of its income to
support a candidate for public office.

If a farm organization were to adopt
a resolution in support of the farm policy
of a particular party during a campaign,
it could lose its tax exemption because
of the incidental expense involved in
publishing the resolution.

Under the language of the Fannin
amendment, a civie club which organized
its membership to make telephone calls
for a party or candidate would lose its
tax-exempt status.

Mr. FANNIN. Mr. President, will the
Senator from Georgia yield?

Mr. TALMADGE. I yield.

Mr. FANNIN. I want to clarify one
point. When the Senator says ‘“civic
club,” would that be the same as a
chamber of commerce, say?

Mr. TALMADGE. Any tax-exempt or-
ganization, yes, sir.

Mr. FANNIN. I would refer to the
present law, “Political activities of social
welfare organizations such as ecivie
leagues which are exempt from section
501(c) (4) are limited by regulations is-
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sued under this section.” So, they are
already covered.

Mr. TALMADGE, Would the Benator
repeat that, please?

Mr. FANNIN. “The political activities
of social welfare organizations such as
civic leagues which are exempt from sec-
tion 501(c) (4) are limited by regulations
issued under this section.”

These regulations provide promotion
and social welfare, but does not include
those participating in a political cam-
paign on behalf of or in opposition to
any candidate for public office. So, they
are already covered.

Mr. TALMADGE. I do not recall any
of them that have ever had tax exemp-
tion revoked simply because they par-
ticipated in the right of free speech under
the Constitution of the United States.

Mr. FANNIN. Nor would they have,
under my amendment. They absolutely
would not have.

Mr. TALMADGE. As I read it, it sdys:

No organization described in subsection
(c) or (d) shall be exempt from taxation
under subsection (a) for any taxable year
in which any part of its income or assets or of
the amount received for its support including
in the case of a membership organization,
dues, assessment, fees, or other charges im-
posed on members if used directly or in-
directly. ¥

As Iread that——

Mr. FANNIN. Go on, go on to the other
three items.

Mr., TALMADGE. “To support or op-
pose any candidate for public office, to
support or oppose any political party, or
to carry on any voter registration.”

I have had that carefully analyzed by
some expert lawyers, and it is so broad
that if a farm group got someone to fly
down to Georgia to explain the farm
program and he wound up denouncing
the Republican Party or the Democratic
Party, and they had paid his trans-
portation to Georgia, they would lose
their tax exemption as a result thereof,

Mr. FANNIN. That is a wide interpre-
tation. I have had this properly and
thoroughly checked by former counsel
of the National Labor Relations Board
and by attorneys who are reliable here
in Washington, and in Arizona, and that
simply is not true.

Mr. TALMADGE. T read the language
again—-—

Mr. FANNIN. I understand the lan-
guage. But that is the Senator's inter-
pretation.

Mr. TALMADGE. Where they pay out
of dues or assessments or fees or other
charges imposed on the members, if it is
used indirectly to pay a speaker to speak
to an organization, and he denounces
another political party or one of the
candidates, it would be using that money
indirectly or directly.

Mr. FANNIN. If he is using tax-
exempt money to go down to Georgia to
carry on a campaign, that naturally
would be, But what the Senator is talk-
ing about is so far-fetched, where a per-
son would go down to Georgia and talk,
and in addition would talk and be in-
volved in what the Senator is talking
about, that would not apply.

Mr. TALMADGE. Let us use this il-
lustration: A junior chamber of com-
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merce at a national convention, if it had
a candidate for President speaking there
to the organization, would certainly be
using their facilities to aid a political
campaign,

Mr. FANNIN. Not one at the expense
of the other. All we are asking for is a
balance, for fairness. I talked to the pres-
ident of the National Jaycees in Okla-
homa City, and their counsel, and cer-
tainly I do not agree with the Senator’s
interpretation, and they do not, either.

Mr, TALMADGE, I think anyone who
studies the language knows that it is
broad enough to cover the situation to
which I have referred. Everyone I have
had look at it thought the same thing.

Mr. FANNIN. The exact opposite has
been true. In my analyzation of it by
legal counsel, I made sure that we would
be careful when the language was pre-
pared, to be sure that it did not cover
anything of that nature.

Mr, TALMADGE. I think the language
is so broad that if an association of man-
ufacturers that paid the travel expenses
of a member who spoke in favor of a po-
litical party would be denied its tax-
exempt status,

Mr. FANNIN. That is not the inter-
pretation given to me, It is cefrainly not
the intent.

Mr. TALMADGE. I fear that Senator
Fannin's amendment is so broad that it
would preclude any partisan mention of
political candidates by such organiza-
tions as the AFL-CIO, the National As-
sociation of Manufacturers, and the U.S.
Chamber of Commerce in their own
newspapers or other communications to
members. It would also preclude the
preparation and distribution of an anal-
ysis of the voting record of an elected
representative on issues of concern to the
members of the organization.

Mr. President, I believe that there is a
great deal of merit in the Senator from
Arizona's proposal. However, it must be
modified to make clear that tax-exempt
organizations can continue to engage in
legitimate membership activities.

‘We should close the tax loophole that
permits tax-exempt organizations to sub-
sidize the campaigns of political candi-
dates, but we can do this without harsh
and punitive legislation.

Therefore, I would amend the proposal
of the Senator from Arizona by the in-
clusion of language in the susbtitute I
have proposed to the Senator’s amend-
ment, which would make it clear that
the mobilization of an organization’s
manpower in favor of a political candi-
date or party is permissible. This kind
of activity will be permissible only so
long as the principal character of the
activity is the mobilization of its mem-
bership rather than the contribution of
cash or property.

Mr. President, I hope the Congress will
act with restraint and reason in its at-
tempt to curb abuses by tax-exempt or-
ganizations. It would be a tragedy if we
were to deny to legitimate tax-exempt
organizations of this Nation the right to
give voice to the opinions of their mem-
bers. To do so would be to deny freedom
of expression to a force essential for a
viable democracy.

CONGRESSIONAL RECORD — SENATE

In fact, to do so, in my judgment,
would be violative of article I of the Con-
stitution of the United States which
grants to every citizen of the United
States the right to free speech.

I doubt that Congress would do so.

(At this point, Mr. Coox took the
chair as Presiding Officer.)

Several Senators addressed the Chair.

Mr. TALMADGE. Mr. President, lei
me first explain my amendment, then
I will gladly yield. :

The amendment I have proposed would
do this: No organization described the
same as the Senator’s language shall be
exempt from taxation under subsection
(a) on any taxable year in which any
part of its income or assets or of the
amounts received for its support in-
cluding in the case of a membership
organization, dues, assessments, fees, or
other charges imposed on members
which eontributed to any candidate for
Federal office.

For purposes of the preceding sen-
tence, a contribution shall be deemed to
occur only where cash or its equivalent
or property which has an ascertainable
market value is transferred to or other-
wise made available to a political party
or to a political candidate, or to an orga-
nization formed or availed of to support
a political candidate. A contribution shall
not be deemed to occur where the prin-
cipal character of an activity in support
of a political party or a political candi-
date constitutes mobilizing membership
of the organization for such purpose as
distinguished with the contribution of
cash or its equivalent or property which
has an ascertainable fair market price.
The effective date will be the years be-
ginning after December 31, 1969.

Mr. PACKWOOD, Mr. President, will
the Senator yield?

Mr. TALMADGE. I yield first to the
Senator from Florida, who attempted to
get recognition a moment ago.

Mr. GURNEY. Mr. President, I cer-
tainly compliment the Senator from
Georgia on his amendment which cuts
off the contribution of cash or property
which may have value as far as espous-
ing any particular candidate or party is
concerned; but let me ask him to clarify
the meaning of his language to some
extent here.

All of us know that scores of dollars,
millions of dollars, flow from labor union
treasuries into political campaigns every
election year. We also know that con-
tributions go in two ways. Some are in
cash and go directly to the candidate, to
be used by him in whatever ways he
wants. The amendment would cut that
off. But the Senator also knows that the
bulk of funds is used in other categories,
the hiring of workers to espouse the
candidate’s cause.

Let us take an example. One of the
operations in a campaign is the boiler
room activities, where 100 or 200 tele-
phones are hooked up, financed solely
by labor union funds. What would the
Senator’s amendment do as far as that
is concerned? Would it cut that off?

Mr. TALMADGE, I think any organi-
zation could make telephone calls or
anything of that nature if it did not
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contribute cash or anything of ascertain-
able market wvalue, That is what my
amendment precludes.

Mr. GURNEY. I take it the Senator's
answer is that if there were a couple of
hundred telephones hooked up in a room
in Dade County, Fla., for example, to
espouse the cause of the Democratic can-
didate for Congress or for the Senate, or,
for that matter, the Republican candi-
date for Congress or for the Senate, the
Senator’s amendment would not hit at
that?

Mr. TALMADGE. Any tax-exempt or-
ganization could go out and attempt to
get votes for a candidate. It could not
contribute money or anything of ascer-
tainable market value to any candidate
or party in any Federal election.

Mr., GURNEY. What about workers,
for example? Say a tax-exempt organi-
zation hires a couple of hundred workers
whose job it is to distribute literature on
behalf of a particular eandidate or party.
Would the Senator's amendment cut
that off, or would it be legal after the
Senator's amendment becomes law, if it
does?

Mr. TALMADGE. If it constituted a
contribution of ascertainable market
value, it would be precluded. I attempted
to draft the amendment in such a way
that it would not preclude any tax ex-
empt organization from fully participat-
ing in the political activities of the can-
didate or party of its choice; but it could
not take money collected from its mem-
bers in any way whatsoever to contribute
to the candidate or party in such a way
that it would constitute money or some-
thing of ascertainable market value.

Mr, GURNEY. I do not disagree with
the Senator’s statement that tax-exempt
organizations ought to have a right to
persuade their members to vote one way
or the other. I think that is legitimate
political activity. But I do not think the
amendment strikes at the heart of the
matter, and from the colloquy we have
had here, if a union, for example, con-
tributes money for boiler room opera-
tions in which workers would work for
the party or candidate, it would not be
covered. That is what the amendment
of the Senator from Arizona does. It cuts
off that kind of activity as well as the
direct contribution of cash; and it is the
other kind of activity, to help turn out
the vote, which is usually the deciding
factor in the campaign.

Mr. TALMADGE. If it did any work
involved in a political campaign, then it
would have an ascertainable market
value and would be precluded.

Mr. GURNEY. Let us pursue that
point, because that is important. If the
amendment of the Senator from Geor-
gia is adopted—and I think one amend-
ment or the other may be adopted—I
think we should have legislative history
on it, and that is what I am trying to
find out.

Mr. TALMADGE. If they reeruit and
hire employees to participate in that
campaign for a candidate, then it would
have an ascertainable market value and
it would be precluded. On the other
hand, if they had full-time employees
who had been employed full time and
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had been used, that would not be pre-
cluded.

Mr. FANNIN. That means that em-
ployees could be employed and money
could be spent on them to do political
work. It would be legitimate under the
amendment of the Senator from Geor-
gia. If, let us say, $1 billion had heen
raised from dues, $400 million could be
taken out of that fund if they did not
enter into political activity. In other
words, they could save that money and
cut it in half, is that not true, by using
year-round employees?

Mr. TALMADGE. Under my amend-
ment, a tax-exempt corporation could
exercise its rights under the first amend-
ment of the Constitution of the United
States to support a candidate. I think
to do otherwise would be a denial of free
speech which is inherent in our Consti-
tution, I thought the Senator's objective
here was to get at money for political
campaigns out of contributions.

Mr. FANNIN. It is just as bad to utilize
money that goes for campaigns to hire
employees to work for a candidate or
party. What difference does it make? The
Senators says they can take hundreds of
millions of dollars and use it going from
house to house, and do anything they
want to in political activities. The Sen-
ator's amendment defeats the purpose of
my amendment.

In other words, they could keep their
regular work staff and they could have
any size stafl they wanted to if the staff
were hired year round. Then they could
use their surpluses and throw it into
any type of service they desired. That is
exactly what we are trying to prevent
here. In other words, the organization
could take the union members’ dues
which are tax exempt and use them that
way. A member has not anything to do
with how that money is spent. Many
members have written to the Senator
from Georgia and to me complaining
about this. Still, the organization could
take that member’s money. No tax would
gtiempaid on it, but it is extracted from

Mr. TALMADGE. If the Senator will
read my amendment——

Mr. FANNIN. I have already read it.

Mr, TALMADGE. It reads:

A contribution shall not be deemed to
occur where the principal character of an
activity in support of a political party or a
political 'candidate constitutes mobilizing
membership of the organizatlon for such
purpose . . .

Mr. FANNIN. And so they can use
regular employees in any activity that
they so desire.

Mr. TALMADGE. Any tax-exempt or-
ganization does that now. The AMA mo-
bilizes its membership. The National
Association of Manufacturers mobilizes
their members. The lawyers mobilize
their members. The doctors mobilize
their members.

Mr. FANNIN. My amednment applies
to the AMA and the Chamber of
Commerce——

Mr. TALMADGE. I am aware of that,
but I do not want to deny them a pre-
cious right which they have——

Mr. FANNIN. No one denies them the
precious right which they have, but they
are not going to get tax-exempt status
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under my amendment if they engage in
political activities.

Mr. PACKWOOD. Mr. President, will
the Senator yield?

Mr, TALMADGE. I yield.

Mr. PACKWOOD. I wonder if the Sen-
ator will make a distinction between two
facets of this question. On the one hand,
the Senator says any organization ean
use its work force if it limits contacts
with their own members.

Mr. TALMADGE. Yes.

Mr. PACKWOOD. But there is a sec-
ond distinction, and that is the category
in which the organization goes beyond
contacting their own members. The
amendment says “cash or its equivalent
or property which has an ascertainable
fair market value.” It is the “or its equiv-
alent” which has me bothered, because
to me that should include the value of
paid people.,

Mr. TALMADGE. It would if it went
outside their own membership.

Mr. PACKWOOD. In other words, if
the union takes its business agent, who is
its full time business agent all year long,
and, for September and October, dele-
gates him to go to work for the Repub-
lican or the Democratic Party, or puts
him in a boiler room operation that is
calling people beyond its own member-
ship, that is proscribed by the Senator’s
amendment?

Mr. TALMADGE. I think it would be.

Several Senators addressed the Chair.

Mr. TALMADGE. I am delighted to
yield to the Senator from Florida for a
question.

Mr. GURNEY. Just to follow up the
question of the Senator from Oregon so
we can pin it down, in some cases, labor
organizations have actually lent a staff
man to a political candidate, to help out
in his operation: and, as I understand,
the Senator’s amendment would pro-
scribe that also?

Mr. TALMADGE. That is correct. That
would be ruled out.

Mr. GURNEY. I thank the Senator.

Mr. TALMADGE. Mr. President, I yield
the floor.

Mr. MONDALE. Mr. President, I rise
to oppose the amendment offered by the
Senator from Arizona.

This is quite an amendment. I think
the Senate ought to understand what it
would do. May I have order, Mr. Presi-
dent?

The PRESIDING OFFICER. The Sen-
ate will be in order. Senators will take
their seats.

Mr. MONDALE, This amendment does
not prohibit unions from contributing
treasury cash to Federal candidates, be-
cause that is already prohibited under
Federal law. There is no issue here as to
the use of compulsory dues by a union
to help Federal candidates, because that
is and has been prohibited by Federal
law for many years.

This amendment tries to go beyond
that, and thoroughly emasculate the ca-
pacity of unions and their membership
to do anything, including advising their
own members as to whom they support
and whom they oppose, and including
activities to encourage voter participa-
tion; and it extends beyond unions to
every other kind of tax-exempt organi-
zation, such as the NAM, and AMA, the
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League of Women Voters, and any other
similar organization. That is what it
does.

There are certain things that it does
not cure. I call the attention of the Sen-
ate to two very large advertisements
which recently appeared in the Wash-
ington Evening Star and the Washing-
ton Post, sponsored by the National
Right To Work Committee, This is a
tax-exempt organization.

One of them states, after beginning
with a quotation by Senator Fannin:

Amen, Senator, An open letter to all the
Members of the United States Senate.

Mr. FANNIN. Mr. President, will the
Senator yield?

Mr. MONDALE. I will yield when I
complete my remarks,

Do you want working people to be com-
pelled to contribute to your election cam-
paigns for public office? We think not.

Get this sentence:

Yet thousands of public officials, including
many Members of the United Btates Senate,
probably would not be in office today were
it not for union spending of compulsory dues
money in their election campaigns.

Many of us are apparently here only
because unions violated the Federal law
and contributed union dues money to us.

This particular advertisement was
paid for by this tax exempt, nonprofit
organization, and they can continue to
spend these thousands of dollars in that
way, under the Fannin amendment, and
not be touched at all.

Now, suppose a union president, feel-
ing that he has been libeled by this false
allegation in this advertisement on be-
half of the Fannin amendment, writes an
editorial in a union newspaper saying
that we should defeat people who support
the amendment, because it utterly de-
stroys the capacity of the union to serve
its membership, without the use even of
compulsory dues. Under the Fannin
amendment, that union would lose its
tax exemption. It would be silenced, and
have to pay corporate income tax on the
dues paid into the union, even though
none of those dues could be used for
political purposes.

That is what the Fannin amendment
does. It is an unfair, one-sided, anti-
labor amendment, designed not only to
prevent citizens from contributing to a
political campaign, but from even speak-
ing up and asserting their rights under
the First Amendment.

It does many other things. The League
of Women Voters, for example, is a tax-
exempt organization. In recent years, it
has undertaken many exciting efforts to
try to broaden voter participation in our
country. In New York and Dayton, Ohio,
for example, they have worked with
churches and civie groups in an inner
city registration drive, which added
4,000 new voters. In addition, in Waterloo
and Cedar Falls, Towa, the League of
Women Voters worked together to aid
in voter registration. Throughout this
country, the League of Women Voters is
trying to broaden the number of people
who participate in elections as United
States citizens should.

Mr. RANDOLPH. Mr. President, will
the Senator yleld?
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Mr, MONDALE. I am delighted to yield
to the Senator from West Virginia.

Mr, RANDOLPH. It is very impor-
tant—yes, it is necessary—that voter
registration drives by many organiza-
tions go forward on many fronts. I point
to the need for participation, not only of
those citizens who are unregistered, but
of those who are registered but then fail
to participate with the actual use of the
franchise of freedom—the ballot.

The able Senator from Minnesota (M.
MonpaLE) has mentioned certain areas
of this country in which registration ef-
forts have been made by organizations,
especially the excellent work of the
League of Women Voters. We had, in the
Commonwealth of Virginia, in the first
primary in the crucial and bitterly con-
tested governorship race this year, only
27 percent of those eligible to vote in that
State who actually went to the polls. I
think such an evident lack of real action
is a tragedy, and yet it occurs. In New
York City in the primary the results were
somewhat better, but only 32 or 33 per-
cent of the eligible voters in New York
City used the ballot on that occasion.
The voting culminated months of inten-
sive campaigning, with millions of dollars
spent to interest the people.

There is a very real need, as I have in-
dicated, for efforts by organized groups
to elicit the participation of their mem-
bers and people generally, in voter regis-
tration. Whether they vote after they
have registered is an individual deter-
mination, as is the way they vote. Too
often they do not vote, and thus they
weaken the elective process—the heart
of our Republic’s strength.

I decry this trend in our American
system. There is a great body of young
Americans that should be challenged
with the opportunity to use the ballot,
where now they are denied it. I speak of
our 18-, 19-, and 20-year-olds. In 1942,
as a Member of the House of Represent-
atives, I offered one of the first constitu-
tional amendments to lower the voting
age to 18. I have repeated the effort
through the years, often frustrated, but
continuing within the legislative process
to bring this to fruition.

Yes, the fact has been somewhat over-
looked, even by the news media, that
now the constitutional amendment
which I have introduced and which is
pending, has 66 cosponsors. There are
four other Senators who have told me
they will support my resolution when it
comes to the Senate for decision. As
Senators know, it is not two-thirds of the
Senators present and vofing, but two-
thirds of the membership of the Senate,
who can pass a constitutional amend-
ment to be referred to the States for de-
cision. I am very pleased to emphasize
that, even though some of the Members
of this body may not realize it that there
are 66 Senators who have joined as co-
sponsors of my resolution.

I believe, if we check with the Sub-
committee on Constitutional Amend-
ments and the Committee on the Judi-
ciary membership itself, we have the nec-
essary votes to bring the measure to the
Senate. I am hopeful that in January,
we shall have an opportunity, in hear-
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ings, to focus attention on this very im-
portant matter.

I only wish there might be the kind of
march that would bring youth to Wash-
ington, D.C., not to be against some-
thing but for something—an expression
affirmatively, and hopefully, in their vig-
orous endorsement of the voter for 18-,
19-, and 20-year-olds. I think here is an
answer to much of the problem that we
now have with our young people. I only
wish they could see it. Many of them do.
Somehow we must help them realize the
importance of doing more than they have
done to bring about this opportunity for
the States to face this issue, after Con-
gress acts. A national thrust is vital now.

I do not say to the States what they
shall do, but we would give the impact of
congressional support to the 18-, 19-, and
20-year-old voting. Our country needs
this successful effort at the present time.

I realize that that is an aside from
what we are to vote on but I feel my
views can be woven into the fabric of the
broader discussion.

I am not critical of any Member who
presents an amendment of this kind. I
am listening to the debate with intense
interest. Senators Fanniy and TALMADGE
have given careful study to this prob-
lem. I fear, however, that their amend-
ments will be a deterrent to organiza-
tions, including labor unions, which have
persevered effectively in a legitimate way
to interest people in active participation
in the processes of government. We must
not strangle these efforts. The intention,
I am sure, is not to do so but the result
can well be to that effect. I shall, there-
fore, vote against the amendments.

Mr, MONDALE, Mr. President, I thank
the distinguished Senator from West Vir-
ginia for his most useful comment. No
one has worked harder to bring the right
to vote to those who are 18 years old or
older, than has Senator RanporprH, In-
deed, I am sure that his efforts will one
day succeed and our Nation will be the
stronger for it. His eloguent appeal today
for broadened voter participation under-
scores the need to encourage, not dis-
courage, efforts by the League of Women
Voters, by organized labor, and by others
who seek to increase broader participa-
tion. I commend him for it.

One wonders why the great fear, why
the great apprehension which leads to
these efforts to discourage the League of
Women Voters and the foundations, just
as, a day or two ago, we saw efforts to
discourage private organizations and
foundations from encouraging nonvot-
ers to register and exercise their fran-
chise.

This same kind of fear of people vot-
ing is seen in many States where regis-
tration laws are deliberately set up to
block a working man from registering to
vote during working hours. Voting reg-
istration is set up to coincide with work-
ing hours. And a man who is working an
8-hour shift cannot register to vote.

The professional man, however, can
easily get off a few hours to vote. And
his wife can easily take their second car
and go to register.

In some States we have registration
each year. And the lists are purged. That
makes it exceedingly difficult for the
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average uninformed working person fto
even know of the complicated restric-
tions that make invalid, unknowingly,
his capacity to even participate.

Some States, for example, hold regis-
tration during a period when they know
that thousands and thousands of their
people are out of State as migrant labor-
ers. This is done because they know these
people will be unable to register and
participate in their elections.

This is done even though the migrant
workers are in the majority in those
counties.

We find here an amendment that
would try to destroy the capacity of the
League of Women Voters to expand and
increase the number of participants who
can register and vote in these commu-
nities.

I find it to be a very strange activity.

Mr. PACKWOOD., Mr. President, is
the Senator talking about the amend-
ment of the Senator from Georgia?

Mr. MONDALE. I am talking about
the amendment of the Senator from
Arizona.

Mr. PACKWOOD. Mr. President, I
understand that in the colloquy had a
while ago, we agreed, I thought, that
this amendment would not apply to the
League of Women Voters or to the
Chamber of Commerce.

Mr. MONDALE. It applies to the
League of Women Voters whenever it of-
ficially participates in the voter registra-
tion by the terms of the amendment.

Mr. FANNIN. Mr. President, I support
the League of Women Voters.

Mr, MONDALE. We are not talking
about theoretical support. We are talk-
ing about opposing any effort to register.

Mr. FANNIN., Insofar as the League of
Women Voters is concerned, if they have
voluntary contributions, that activity
would not be affected.

Ihave never heard of them making any
money. I do not know why their tax-
exempt status is so important to them.

Mr. MONDALE. Mr. President, this is
the same issue that we had a few days ago
in the consideration of the Yarborough-
Scott amendment when it was the effort
of some to prevent private foundations
from participating in voter registration.

The Senate Finance Committee
adopted the amendment, They said it was
wrong for private foundations to do so
and that they would lose their tax-
exempt status if they participated in any
way in expanding the right to register,
vote, and participate in American poli-
ties.

This is the same issue. However, this
involves the League of Women Voters.
This is directed against the League of
Women Voters.

Mr. FANNIN. It is not directed at the
League of Women Voters.

Mr. MONDALE. It says that if an offi-
cer of the League of Women Voters, a
full-time, paid person, participates and
uses the assets of the League of Women
Voters to broaden the registration of
persons to vote, they are in jeopardy of
losing their tax-exempt status. It is
the same thing with respect to unions
or any other organization. They should
have the right to expand the number of
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people who assert their right in a de-
mocracy to vote.

Mr. FANNIN. We are trying fo do
exactly the opposite of what the Sen-
ator says. Since the Senator referred
to same by name——

Mr. MONDALE. I have not yielded yet.

Mr, FANNIN. The Senator referred to
me by name.

The PRESIDING OFFICER (Mr.
MaTHIAS in the chair). Does the Senator
yield?

Mr. MONDALE, I am glad to yield for
a question.

Mr. FANNIN. Mr. President, the Sen-
ator referred to my name in an adver-
tisement. I wish the Senator would let
me explain,

I do not object. This memorandum is
4 pages long. They devote 3 pages of the
memorandum to me. They use a very fine
high school picture of me. I do not know
where they got it.

They talk about my amendment. It is
very misleading. I do not object to that.
However, Evelyn Dubrow, the legislative
representative of the International
Ladies’ Garment Workers' Union is dis-
tributing a 7- or 8-page memorandum on
my amendment,

The memorandum says:

‘The amendment would not affect business-
oriented and many other tax-exempt orga-
nizations (such as the National Association
of Manufacturers) which are free to partici-
pate in political activities without loss of
tax exemption. The Fannin amendment is
just an antiunion proposal intended to in-
crease the political power of business groups
and other special interest groups such as
right wing organizations by according them

preferential status under the tax laws.

They are all covered by my amend-
ment. I do not understand what the
Senator is talking about.

Mr. MONDALE., Mr. President, then
I will renew my point. These ads have
cost the tax-exempt Right To Work
Committee thousands of dollars. They
declare that many of us in the U.S. Sen-
ate, because we receive illegal eampaign
contributions from union treasuries,
should vote for the Fannin amendment.

If the union, for example, should write
an editorial that some Senator should be
opposed because he sponsored this
amendment, or that another Senator
should be supported because he opposed
the amendment, under the Fannin
amendment that union would lose its
tax exemption.

The Right To Work Committee that
sponsored these ads retains a tax-exempt
status. However, if a union treasury ad-
vises its own members on an issue that
it feels is essential to the welfare of that
organization, it can lose its tax exemp-
tion.

That is one of the reasons why I op-
pose the amendment.

Mr. FANNIN, Mr. President, will the
Senator yield?

The Senator is making statementis
that are simply not true.

Mr. MONDALE. Is the Senator from
Arizona claiming that his amendment
in any way affects——

Mr. FANNIN. I say it does not affect
this publication in any way. It does not
affect that publication. I did not intend
for it to affect them.
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I am not trying to have an all-encom-
passing amendment.

Mr. MONDALE. Mr. President, let me
ask this question. Suppose a union would
write an editorial in its paper, its official
paper, and say, “Senator MonpaLE should
be supported in the next election be-
cause he opposed the Fannin amend-
ment that we found to be inimical to our
best interests.”

Mr. FANNIN. I do not object to them
opposing me. This publication is per-
fectly legal.

Mr. MONDALE, The Senator has not
answered my question. So, I will ask it
and answer it myself.

If the union wrote that ad, it would lose
its tax exemption under the amendment.

Mr. FANNIN. This is not true. And
here is the evidence of it.

Mr. MONDALE. The amendment says
that any union which uses its dues assess-
ments or fees directly or indirectly to
support or oppose a candidate loses its
tax exemption.

That is precisely what I referred to.

Mr. FANNIN. What did the Senator
have the memorandum on COPE for?
They do not lose anything as long as
they operate within the law.

Mr. MONDALE, I think the point is
very close.

Mr. GURNEY. Mr. President, will the
Senator yield for a question?

Mr. MONDALE., I have some other re-
marks to make, and then I will yield.

The amendment goes beyond the pro-
hibition of the contributions of dues
which is now prohibited. In effect, it
would nullify the Yarborough-Scott
amendment adopted a few days ago for
foundations to be able to participate in
voter registration drives.

This would say to the League of Women
Voters, now a tax-exempt organization
participating in voting registration
drives, “If you use any assets, any fund
money, you jeopardize your continuation
as a tax-exempt organization.”

It goes so far—and I agree with the
Senator from Georgia on this—that in
my opinion it even impairs the rights of
an organization or a person under the
first amendment by declaring that to
be illegal, if one wishes to keep his tax-
exempt status, to support or oppose any
candidate. So that if a union or if a tax-
exempt organization sends out in its
newspaper a letter in support of one of
us or in opposition to one of us, it loses its
tax-exempt status. If it supports or op-
poses any political party, it loses its tax-
exempt status.

This is an unparalleled, unprecedented
effort to interfere with the right of tax-
exempt organizations to express them-
selves pursuant to the guarantees of the
first amendment of the Constitution.

Moreover, it would place the power to
drop the guillotine blade on any of these
organizations at the discretion of the
tax commissioner. He would first decide

who had violated this broad rule and who
had not. Every nonprofit organization—

the League of Women Voters, the NAM,
the AMA, the National Rifle Association,
the Farm Bureau, the Grange, the cham-
ber of commerce, the American Legion,
the American Cooking Association, the
AFL-CIO, the National Right To Work
Committee, boards of trade, social or-
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ganizations, life insurance associations,
credit unions—would never know, when
they speak to their own members, when
the Internal Revenue Service would say,
“You are now to be taxed as a
corporation.”

I say that it is an unprecedented ef-
fort to interfere with the right of people
to speak out in the political matters of
this country and must be defeated.

Mr. President, this amendment was
never the subjeet of any hearings be-
fore the committee. It strikes at the laws
of States and local governments as well
as the Federal Government, without any
hearings. It could affect local chambers
of commerce and the other organizations
to which I have referred, and it would,
more than any other proposal I have seen,
interfere with and imperil the vitality of
the democratic processes of our country.

Mr. HARRIS. Mr. President, will the
Senator yield?

Mr. MONDALE, I yield.

Mr. HARRIS. Mr. President, I wish to
join in the statement being made by
the distinguished Senator from Min-
nesota (Mr, MONDALE).

As a member of the Committee on Fi-
nance, I opposed and voted against this
amendment or a similar amendment
when it came up there, because I agree
with the distinguished Senator from
Minnesota that we ought to be doing
everything we can in America to broaden
the voting base and to make it easier
for people to take part in our political
processes, I think this amendment will
do just the opposite. I think it will make
it much more difficult for a great num-
ber of people who have associated them-
selves together in various kinds of orga-
nizations to take part in the political
process, to broaden the base.

Therefore, I commend the distin-
guished Senator from Minnesota for the
careful way in which he has presented
his arguments to the Senate, and I hope
his arguments will be approved by the
Senate.

Mr. GURNEY. Mr. President, will the
Senator yield?

Mr, EAGLETON. Mr, President, will
the Senator yield?

Mr. MONDALE, I yield to the Senator
from Missouri.

Mr. EAGLETON. Mr. President, I be-
lieve the remarks of the Senator from
Minnesota (Mr., MoNpALE) clearly dem-
onstrate that the basic thrust of the
Fannin amendment is not to eliminate
an inequity in the present law, but it is
in fact, designed to create an inequity.

The Senator from Minnesota has
pointed out that the present law, with
respect to political activities of tax-
exempt organizations, applies to labor
unions and that all tax-exempt organi-
zations are treated equally. The only ex-
ceptions are charitable organizations
which operate under a “no-politics” rule.
So, contrary to the proponents of the
Fannin amendment, labor unions do not
enjoy any special privilege. There is no
loophole here.

The Fannin amendment has been re-
vised to apply to all tax-exempt organi-
zations to give the appearance of neu-
trality. But it is a rather badly kept
secret that even in its revised form, it is
aimed primarily at the political activi-
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ties of labor unions. In spreading its net
a little more widely, the Fannin amend-
ment now would catch another tax-
exempt organization that carries on voter
registration drives, as has been pointed
out by the Senator from Minnesota—
the League of Women Voters.

On Thursday of last week, the Senate
adopted the amendment of the Senator
from Texas (Mr. YArRBOROUGH) which
would permit foundation grants to or-
ganizations such as the League of Women
Voters to carry on broadly based, non-
partisan, voter education and registra-
tion programs. The Fannin amendment
would prohibit these activities by the
League of Women Voters, Clearly, this is
not the will of the Senate, but it would be
a side effect, perhaps inadvertent, of the
Fannin amendment.

The central issue, the intent of this
amendment, is to put organized labor
at a disadvantage vis-a-vis corporations
with respect to political activities. Again,
as the Senator from Minnesota has made
clear, the present law is evenhanded in
this regard. Under the Federal Corrupt
Practices Act, which is on the law books
and has been for many years, unions and
corporations are treated identically. Both
are prohibited from making direct con-
tributions to candidates for public of-
fice. Both are permitted to collect and
distribute voluntary political contribu-
tions. Unions are permitted to use union
funds to provide political information to
their members and to conduect nonparti-
san activities such as voter registration
drives. Corporations are permitted to
deduct expenditures for the same kinds
of activities. They may deduct the ex-
penses of advertising their views on “fi-
nancial, social, and other subjects of a
general nature,” and of encouraging
their employees to register and vote and
contribute to the party of their choice.

In short, under the present law, the
criminal code prohibits the same activi-
ties by both unions and corporations.
Corporations are allowed to deduct ex-
penses for the very same political activi-
ties that labor unions are allowed to
pursue with tax-exempt funds.

As I said when I commenced, it is
clear to me—and it is even now more
abundantly clear, after listening to the
Senator from Minnesota in his exposi-
tion of his arguments—that the inten-
tion and the effect of this amendment
is to create an inequity in the law where
none now exists. For this reason, I shall
cast my vote in opposition to the Fan-
nin amendment.

Mr. GURNEY. Mr. President, will the
Senator yield?

Mr. MONDALE. I shall yield in a mo-
ment.

I thank the Senator from Missouri for
his comments. I think his comments are
accurate, in order, and help expose the
basic unsoundness of the proposed
amendment.

I yield to the Senator from Florida for
a question.

Mr. GURNEY. As I understand from
the colloquy that has preceded, the Sen-
ator from Minnesota does not support the
Fannin amendment; but, as I under-
stand from what he has said, he does
support the Talmadge amendment and
will vote for it. Is that true?
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Mr. MONDALE. I have been address-
ing my remarks to the amendment of
the Senator from Arizona. I have not
commented on the other issue.

Mr. GURNEY. But, as I understand
the Senator's proposition, the present
law provides that labor unions cannot
contribute to candidates for Federal of-
fice, and of course this is what the Tal-
madge amendment simply says, except
that it does define, among contributions,
property of value. So I assume that the
Senator from Minnesota will vote for the
Talmadge amendment, and I certainly
hope he will,

Mr. MONDALE. I thank the Senator
from Florida.

Mr. President, a comment was made
earlier about the vast amount of funds
which are contributed to candidates for
Federal office, I believe the comment was
made that half the dues which are paid
into unions could be eliminated if it were
not for these tremendous campaign con-
tributions by union members. I see in the
Chamber the Senator from Tennessee,
one of the Nation’s experts on the issue
of election reform.

‘We have obtained authoritative figures
on the 1956 elections. I believe these fig-
ures were developed by the Senator from
Tennessee in hearings, It shows that 12
families and the officers of 225 of the
largest corporations made contributions
of $500 or more that totaled $3 million;
union officials together contributed
$19,000 and all union members contribut-
ing voluntarily in this country made con-
tributions of only $1 million or one-third
of the total contributed by the wealthy
individuals mentioned above.

It is illegal and a felony for a union
to contribute to a candidate from union
treasury funds in a Federal election. The
only funds that can be contributed are
those that are contributed voluntarily in
a Federal election. The other statements
we have heard to the contrary are false.

Mr. GRIFFIN. Mr. President, will the
Senator yield?

Mr. MONDALE, I yield.

Mr. GRIFFIN. Does the Senator know
if there have been any convictions under
the Federal Corrupt Practices Act as far
as unions violating that provision?

Mr. MONDALE. I am not an expert
on the Federal Corrupt Practices Act.
The same question could be asked about
corporate contributions. There is a case
pending now relating to labor unions.

Mr. GRIFFIN. It is my understanding
that although that law has been on the
books for a good many years, there has
never been any conviction under it.

Would the Senator answer this ques-
tion? Under the Federal Corrupt Prac-
tices Act, a labor organization is pro-
hibited from making contributions to a
candidate for Federal office. Suppose the
union makes a contribution to the Amer-
icans for Democratic Action and the
Americans for Democratic Action make
contributions to a candidate for Federal
office? How about that?

Mr. MONDALE. Well, it is my opinion,
and it always has been my opinion that
when a law prohibits something, one
cannot do indirectly what he is prohib-
ited from doing directly.

‘While I am not an expert as to what
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the law might be in every instance in
connection with the Federal Corrupt
Practices Act, where it relates to busi-
ness corporations or unions, both of
which are prohibited now from making
such contributions, it has been my clear
experience and the experience of every-
one that I have talked that unions do
not contribute out of their treasuries to
certain campaigns directly or indirectly.

Mr, GRIFFIN. So that if at some time
there were an amendment which made
it clear that the contributions out of
union treasuries to an organization such
as the ADA, which in turn made con-
tributions to candidates for political of-
fice, would be an illegal act, would the
Senator support me in that?

Mr. MONDALE. I think that is nul-
lity. The only reason that an amendment
would be raised would be to correct a
situation that does not now exist.

If we are going to propose such an
amendment, then I would say in fairness
the same amendment should apply to
business corporations as well. But in any
event the amendment before us today
does not deal with prohibition of union
treasury money to candidates because
that is prohibited now. We are talking
about an amendment that goes far be-
yond that, one that would prohibit any
union from even advising members
whether it favors or opposes a candi-
date, a political party or the use of its
resources to encourage people to register
and vote.

‘We have never had an amendment
since I have been in the Senate that has
sought to go as far as this one. In my
opinion, it goes so far as to violate the
right of free speech protection under the
first amendment.

Several Senators address the Chair.

Mr. MONDALE. I yield to the Senator
from Kansas,

Mr. DOLE. In relation to the Senator’s
statement with respect to the right of
free speech what about those whose dues
go to oppose a candidate that they are
supporting?

I would call the attention of the Sen-
ator to a statement made by Mr. Joe
Rauh who immediately was very active
in connection with the Haynsworth
nomination where he said:

The only funds available to the union are
those that come from dues, for the purpose
of buying radio time, television time, and
newspaper advertising. The small amount
that has been collected as voluntary dollars
has all gone as very small contributions to
the candidates . . . when he (a union mem-
ber) pays his dues, he had paid for his politi-
cal action.

In 1961 Justice Hugo Black of the Su-
preme court wrote:

There can be no doubt that the federally-
sanctioned union shop contract here, as it
actually works, takes a part of the earnings
of some men and turns it over to others who
spend a substantial part of the funds so-
received in efforts to thwart the political,
economic and ideological aims of those whose
money has been forced from them under
authority of law.

What about the first amendment as
it applies to dues spent against a mem-
ber’s wishes? What about the question
of whether these dues are voluntarily
contributed?
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Mr. MONDALE. The law is clear on
that. In Federal elections unions may
not use freasury money to support or
oppose any candidate. They continue to
have the right to speak out freely on is-
sues affecting them. For example, under
rulings of the Internal Revenue Service,
business corporations have the broad
power fo spend money and deduct it as
a legzal necessary business expense, to
lobby, to educate, to obtain a tax deduc-
tion for propaganda promoting corpora-
tion view on economie, social, political,
or other subjects of a general nature,
or to conduct educational campaigns,
and they are tax deductibles as long as
they do not discuss specific legislation
or candidates.

Mr. PACKWOOD. Mr. President, will
the Senator yield?

Mr. MONDALE. I yield.

Mr. PACKWOOD. Mr. President, I am
still confused by the Senator's position.
Is the Senator in favor or opposed to
the use of the union treasury—not vol-
untary contributions but the union
treasury—for partisan political objec-
tives?

Mr. MONDALE. I do not understand
why the Senator would be confused. The
law makes it illegal now. We are talk-
ing about the Fannin amendment which
would prohibit unions and every other
tax exempt organization——

Mr. FANNIN. Mr. President, will the
Senator yield?

Mr. PACKEWOOD. I thought we were
talking about the Talmadge amend-
ment.

Mr, MONDALE. No.

Mr. PACKWOOD. I would like to ask
my question. Does the Senator support
the present law which the Senator al-
leges prohibits the unions giving money
for partisan political objectives?

Mr. MONDALE. I do not allege it. I
state it.

Mr. PACKWOOD. The Senator sup-
ports it?

Mr. MONDALE. Yes. I do not under-
stand why we want to talk about every-
thing except the Fannin amendment.

Mr. FANNIN. Let us talk about it.

Mr. MONDALE. That is what I would
like to talk about.

Mr. FANNIN. Mr. President, will the
Senator yield?

Mr. MONDALE. I yield.

Mr., FANNIN. Mr. President, on No-
vember 17 I contacted the Internal Rev-
enue Service and asked the very question
which is being debated at the present
time. I am going to place this reply in the
Recorbp, It states:

You indicated it Is your understanding
that there are mo specific provisions in the
Internal Revenue Code or in the legislative
history of section 501(c) (5) warranting this
special treatment for labor organizations in
regard to political activities. You suggest
that we review this subject to determine
whether this position should be modified.

Answer: Paragraph C-5 is the only one
of the 17 paragraphs of that section that
contains no definition, limitation, or pro-
hibition. Consequently, they are in a spe-
cial statute.

Mr. President, I shall put this material
in the REcorb.

Mr. MONDALE. Mr. President, iIf the
amendment of the Senator were agreed
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to we would not need any regulations
because the union could not do any-
thing at all, nor could the League of
Women Voters or the Girl Scouts, for
that matter. They could not talk to the
membership or indicate to the members
who they oppose or who they support.
They could not encourage the mothers of
Girl Scouts to register and participate
in an election. They would be prohibited
under the Fannin amendment.

Mr. President, not only is it violative
of the first amendment, but it is the
most far-reaching amendment I have
seen to interfere with one of the health-
iest things going on in this country, ex-
panding the voter rights. This does not
tell them how to vote, but is for voter
participation. I thought we were in favor
of that, I do not understand the great
fear that some seem to have about peo-
ple registering and voting. I do not un-
derstand why it is necessary for the Sen-
ator from Texas (Mr, YARBOROUGH), the
Senator from Pennsylvania (Mr, ScoTT)
who joined the other day to strike out a
provision prohibiting private foundations
from registering people.

But it was in the committee report
and it was necessary to bring up an
amendment on it, and we won the
amendment. It is now possible for pri-
vate citizens to participate in the regis-
tering of voting activities, unless the
Fannin amendment is adopted; and if it
is adopted, we will be right back where
we were before the Yarborough-Scott
amendment passed. We will have to pro-
hibit any tax-exempt organization from
even encouraging anyone to exercise his
rights as a citizen to register and to vote.
I cannot believe that that is good public
policy.

Mr. DOLE. Will the Senator from
Minnesota yield?

Mr. MONDALE. I yield.

Mr. DOLE. We have been discussing
rights under the first amendment. I am
reminded of the decision written by Jus-
tice of the Supreme Court Douglas, who
is known by some in this Chamber, a de-
cision rendered in 1961. Let me read
briefly what he said:

The collection of dues for paying the costs
of collective bargaming of which each mem-
ber is a beneficiary is one thing. If, however,
dues are used, or assessments are made, to
promote or oppose birth control, to mpenl
or increase the taxes on cosmetics, to promote
or oppose the admission of Red China into
the United Nations, and the like, then the
group compels an individual to support with
his money causes beyond what gave rise to
the need for group action.

I think the same must be sald when union
dues or assessments are used to elect a Gov-
ernor, a Congressman, a Senator, or a Presi-
dent. It may be said that the election of a
Franklin D. Roosevelt rather than a Calvin
Coolidge might be the best possible way to
serve the cause of collective bargaining, But
even such a selective use of union funds for
political purposes subordinates the indi-
vidual's First Amendment rights to the views
of the majority. I do not see how that can
be done, even though the ohjector retains
his rights to campaign, to speak, to vote as
he chooses. For when union funds are used
for that purpose, the individual is required
to finance political projects aaginst which he
may be in rebellion.

The Senator from Minnesota has been
talking about the first amendment and
about the rights of those who may pub-
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licly endorse or oppose a political candi-
date.

But, what about the rights of the mi-
nority? In many cases, their money is
taken and used for political purposes for
a political candidate they do not wish to
support. What about the first amend-
ment rights of those since the Senator is
talking so loudly about the first amend-
ment.

Mr. MONDALE, Mr. President, this is
the sixth time I have said this, but I will
repeat it. It is illegal, it is a felony, to use
compulsorily collected union dues to sup-
port any Federal candidate for any
election,

Justice Douglas also stated in the
Mitchell case—I do not happen to have
the citation here—but he said it would
violate the first amendment to the Con-
stitution to deny a union the right to
communicate to its own membership in
its union newspapers on the key issues
affecting political eampaigns, including
endorsing or opposing candidates. I do
not have the specific language, but that
is the gist of it. That is exactly what the
Fannin amendment seeks to do.

Mr. DOLE. Does the Senator believe
that a union member, whether Democrat
or Republican, should have his dues used
for a political purpose he opposes—let us
be practical about it—what about his
rights? Should he have the right to con-
tribute or not contribute to a eandidate?

Mr. MONDALE., Present law prohibits
the right of a union to use compulsory
collected dues to support a Federal can-
didate. The implication in the statement
of the Senator from Kansas is that there
are some unions that are resorting to a
felony in making contributions, never-
theless.

If that is correct, then the Senator
should report them to the Department
of Justice. If I may say so, this discus-
sion has absolutely nothing to do with
the Fannin amendment, We are talking
about an amendment that would pro-
hibit—as I have said many times—the
right to register and vote, and the right
of a union, or the League of Women Vot-
ers, or any other organization to com-
municate to its members on behalf of
matters opposing or supporting a candi-
date, or in support of or opposing any
political party. If they do that, their
right to a tax exemption status would be
lost.

Mr. DOLE. There are the Talmadge
and the Fannin amendments on this—is
there a Mondale amendment?

Mr. MONDALE. I do not have an
amendment,

Mr. DOLE, But if the Senator should
submit one——

Mr. MONDALE, For a change.

Mr. DOLE. Is the Senator saying in
effect, then, that he concurs in the
thought that if, say, I am a member of
a union, that my dues should not be ex-
tracted to support some candidate if I
do not wish to support that candidate?
Is that correct?

Mr. MONDALE. Let me make it ab-
solutely clear that something that I
thought I had. I am opposing the Fannin
amendment which not only leads to the
laws that makes a felony out of a union
business agent who contributes union-
owned dollars to a Federal candidate but,
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in addition, prohibits a union from op-
posing or supporting a candidate for any
office, or opposing or supporting a politi-
cal party or even seeking to register its
members. That is what we are talking
about. That is what is before the Senate
now.

Mr. DOLE, Well, along this line of
collequy, what about unions subscribing
to section 501(c) 3, which applies to cor-
porations, community chests, and foun-
dations organized for religious charitable
purposes? Why not amend that section
to include labor unions? That section
says clearly certain things can be done
but if money is used for partisan political
purposes, the tax exempt status is lost.

Certainly, the Senator from Minneso-
ta would not object to including labor
unions in section 501(c) 3, would he?

Mr. MONDALE. If I may respond to
the Senator from Kansas in this way: I
took an oath to uphold the law when I
came to the Senate. It should be en-
forced. Among the laws we have, there is
a law that prohibits unions from con-
tributing treasury money. I do not know
why, for example, the Senator from
Kansas, the National Right to Work
Committee, and others, continue to pur-
sue their assertions that unions are mak-
ing illegal contributions.

Mr. DOLE. They are being made to
some committee,

Mr. MONDALE. Does the Senator have
knowledge of such an event?

Mr. FANNIN. If the Senator will allow
me to interject there, I can give him all
the information regarding it he wants.

Mr. MONDALE. Would the Senator
supply it, because I do not have it.

Mr. FANNIN. Certainly I will.

Mr. MONDALE. Very well.

Mr. FANNIN. Let me read it to the
Senator. I cite the oral argument of one
Joe Rauh, an attorney for the United
Auto Workers, who told the Supreme
Court—here is the excerpt:

Mr. RauH. We have never had the type of
funds on voluntary dollars—

Justice ReEEp. You can't get as much from
voluntary dollars as you can from dues?

Mr, RavH, Well, sir, a union man thinks
he has paid, when he has paid his dues, he
thinks he has pald for bargaining, for legis=-
lation, and for political activity. He doesn’t
feel he should pay a second time for political
activity. That is why it is so hard to raise
voluntary contributions . .. When he pays
his dues, he has pald for his political action,

This was stated before the Supreme
Court of the United States.

Mr. MONDALE. In that case, it is en-
tirely consistent with what I am talking
about.

Mr, FANNIN. It certainly is not.

Mr. MONDALE. It does not say that
any union was contributing treasury
money to a candidate. It says it is hard
to raise money.

Mr. FANNIN. He said they have spent
it for that purpose, It is very clear that
they would not get voluntary dollars.

Mr. MONDALE. That is not the way 1
understand it.

Mr. FANNIN. That is what it says
here, if the Senator wishes to read it.

Mr. MONDALE., It says that it is hard
to raise voluntary contributions.

Mr. DOLE. Will the Senator from
Minnesota yield further?
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Mr. MONDALE. I yield.

Mr. DOLE. There has been discussion
in this Chamber about that during the
Haynsworth debate. I do not wish to go
back to that discussion, but there was
discussion about contributions from labor
going to a candidate and a Member of
this body. There have been all kinds of
figures mentioned of $50,000, $60,000,
$70,000, or more. The contributions may
have gone to some committee. But on
the point raised by the Senator from
Arizona (Mr. FanNIN), let us be even-
handed about it, let us treat business and
labor alike. Let us treat both parties
alike.

Mr, MONDALE. Let me say that I
have been in politics for 20 years, I ran
for the U.S. Senate and I have never
received one dime as a campaign con-
tribution from a union. I do not know
of anybody who has. What is more, the
whole subject is irrelevant to the Fannin
amendment that goes far beyond that
issue. I can understand why the propo-
nents of the Fannin amendment would
want to change the subject——

Mr. DOLE. Will the Senator seri-
ously say they do not make political
contributions?

Mr. MONDALE. No; not to Federal
candidates, That is correct.

Mr. DOLE. Never have?

Mr. MONDALE. Well, I am not a mem-
ber of the FBI or the Justice Department.
All I know is from my own personal ex-
perience. I believe that what we are talk-
ing about now is irrelevant. If the Sen-
ator wants to continue talking about it,
that is all right with me, but it is not the
issue of the Fannin amendment,

Mr. DOLE. Some of us talk about it,
and others get the money.

Mr. President, the citizens of my State,
like those in the other 49 States, I be-
lieve, want a system of tax laws which
distributes the tax burden as fairly as
possible on all groups in our society. Sev-
eral editors in Kansas and many of my
constituents have called attention to a
glaring inequity in present tax law—a
tax loophole which should challenge the
conscience of every Member of this body.
And this inequity is not corrected by the
bill as it is presently written.

This loophole results from a unique
provision in the Tax Code which allows a
certain few specially privileged tax-
exempt organizations, primarily labor
unions, to spend their exempt income for
partisan political purposes, while denying
that privilege to all other tax-exempt
organizations. This is precisely the type
of tax favoritism which I believe our
constituents expect us to eliminate in
this bill. I recognize that this is a delicate
question for any Member of this body
who may rely on the expenditure of tax-
exempt union funds as an important, and
perhaps essential source of his own cam-
paign financing. Those who have re-
cently evidenced new sensitivity about
the ethics of public officials now have a
rare opportunity to demonstrate their
consistency. Surely those whose cam-
paigns benefit enormously from funds
channeled through this special tax loop-
hole will agree that ethics call for apply-
ing the same rules to tax-exempt labor
unions as to all other exempt organiza-
tions.
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The amendment offered by the Senator
from Arizona would deal with this ques-
tion in complete fairness and impartial-
ity. It simply applies across the board the
same rules for all organizations. The
Senate Finance Committee, in its report,
acknowledged that it is already “congres-
sional policy” to prevent the use of “tax-
exempt or tax-deductible funds” to aid
the campaign of candidates for public
office. The Fannin amendment applies
that policy to everyone, without fear or
favor,

One of the many fine newspapers in
our state, the Emporia Gazette—whose
publisher is the noted journalist, W. L.
White—commented editorially on the
matter in these words:

The Senate Finance Committee last week
rejected an amendment to the tax reform
bill which would have denied “tax exemp-
tions to labor unions engaging in partisan
political activities.”

Some unions have billions of dollars in-
vested in unrelated businesses and spend
large sums in support of political candidates.
The money from the investments come from
dues pald by workers. Big Labor has long been
(and still is) exempt from some federal taxes,
The Internal Revenue Service has ruled that
“unlike other exempt organizations a union
does not lose its tax exemptions because it
engages in political activities.”

Most other tax-exempt organizations are
prohibited from wusing thelr funds for
political programs, and properly so. But a
double standard in the present tax laws per-
mits unions to collect from millions of
workers and spend the money for political
projects. In some cases union money is spent
in support of candidates without the con-
sent—or even the Eknowledge—of the men
who paid the dues.

The move to close the tax loophole for
unions failed by a single vote. The amencd-
ment was rejected by an eight-to-eight tie
vote in the Senate Finance Commitee, (Tie
votes kill amendments In committee.)

Sen. Paul Fannin of Arizona offered the
amendment. When it was defeated in com-
mittee, he said the amendment will be pro=-
posed again when the bill reaches the Sen-
ate floor. He plans to call for a roll-call vote
to “give the American people an opportunity
to determine exactly how many Senators are
beholden to union czars™ . . .

Union leaders have in the past supported
their favorite political candidates and they
will do so in the future. What these leaders
do with union money is a private matter.
But it seems unfair for these funds to be
exempted from federal taxes,

The Atchison, Kans., Globe made this
comment in its editorial column:

The AFL-CIO applauds when churches now
under fire for not paying taxes on unrelated
business enterprises are included in the new
reform proposals. The AFL-CIO is spending
large sums lobbying for the passage of this
kind of reform. But it shouts in outraged
indignation when it is suggested that what's
sauce for the goose should be sauce for the
gander.

Labor went all-out for Hubert Humphrey
and against Richard Nixon in 1968, as it goes
out every two years agalnst almost every Re-
publican now holding a seat in Congress. And
if the unlons are Included in the tax reform
measures, candidates independent of labor
will not have to face the massed financial
power of the unions in the future. This should
embolden the timid on Capitol Hill

Some Members have suggested that
this amendment is unnecessary because
it duplicates the Federal Corrupt Prac-
tices Act. This is not the case.
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In the first place, the FPCA, even if
it were enforced against labor unions,
applies only to contributions to eam-
paigns for Federal office, not those to
State and local parties and candidates.
The authoritative publication, Congres-
sional Quarterly, points out that State
political committees are a frequent con-
duit for transferring money to individu-
al candidates for national office. Com-
ments Congressional Quarterly:

This practice is traditional for labor union
political funds.

Second, even at the national level, the
FCPA is “a law filled with loopholes,” ac-
cording to Congressional Quarterly.

Third, even if the FCPA were a uni-
formly enforced law, Federal tax law
should be consistent with it by denying
tax exemption to organizations which use
their income for politics. The Internal
Revenue Service asserted in a letter dated
November 17, 1969, that there is a basis
in law for its “special treatment for labor
organizations in regard to political ac-
tivities.” IRS continues:

The inclusion of various definitions, 1imi-
tations, and prohibitions in the other para-
graphs (which list sixteen categories of ex-
empt organizations) of Section 501(c) evi-
dences that in enacting the section Congress
gave attention to such matters, yet did not
apply any restrictions to labor organizations.

There is no reason why labor unions—
or any other specially privileged group—
should be permitted to pour millions of
tax-exempt dues dollars—most of it col-
lected under compulsion—into campaigns
of political candidates and parties se-
lected by the union’s officials.

Some defenders of union political prac-
tices contend that all political spending
by union officials is done with funds vol-
untarily contributed for that purpose.
While the evidence is overwhelming that
this is not the case, those who argue that
only nonexempt voluntarily contributed
funds are used by unions for politics have
nothing to fear. This bill will have no
effect whatsoever on that kind of politi-
cal activity.

Mr. President, the amendment offered
by Senator Fanwin is fair, it is nondis-
criminatory, and it corrects a major in-
consistency in present tax law.

Mr. MONDALE. Well, certainly that is
a tough proposition.

I yield to the Senator from Texas.

Mr. YARBOROUGH. Mr. President, I
have had experience in elections in my
State seven different times—in seven
different State of Texas elections. We
have criminal penalties against any
corporation or any labor union contrib-
uting to a political campaign. The cli-
mate in Texas is such that candidates
are watched like a hawk watches a
chicken. Candidates are investigated
time after time. The attorney general in-
vestigates, and all candidates are
watched. I had a screening process set
up to make certain that no labor union
or corporation contributed to my cam-
paign. Since I came to the Senate I have
added another duty to those already in
that screening process: namely, to see
to it that no Federal employee contrib-
uted to my campaign. It is all right for a
Federal employee to contribute to a State
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or Federal campaign, but not to a con-
gressional campaign,

We have received small checks from
time to time, never over $50, from some
small family corporations or small labor
unions that did not know the rules, and
we promptly sent them back. They were
checks in small amounts from little
family corporations or little unions that
had no legal advice and had sent them in
by mistake, The screening committee has
had a certified public accountant watch-
ing them,

We have never had any big unions send
contributions, because they have their
own lawyers, and the lawyers watch them
in my State, because they would be in-
dicted and placed in the penitentiary for
violating the law.

As I said, I have been involved in seven
campaigns in my State, one for attorney
general, three for Governor, and three
for the Senate. So any labor union that
contributes funds for that purpose in
my State is going to face the penitentiary
if it contributes to a political campaign.
So the unions do not even try.

Mr. PACKWOOD. Mr. President, I
wonder if, before I start, I may ask the
Senator from Georgia a question.

Mr. TALMADGE,. Certainly.

Mr. President, if the Senator from
Oregon will yield, I ask for the yeas and
nays on the substitute amendment.

The yeas and nays were ordered.

Mr. TALMADGE, Now I yield for a
question.

Mr. PACKWOOD. Is there anything in
the Senator’s amendments that in any
way strikes at, prohibits, hits at, or has
anything to do with voter registration?

Mr. TALMADGE. No.

Mr, PACKWOOD. I wanted to make
that clear because of the first amend-
ment diatribe we have been hearing.
This has nothing to do with the first
amendment, Whether we adopt the Tal-
madge amendment, the Fannin amend-
ment, or any other amendment, we are
not talking about shutting off anybody's
right of free speech. What we are talking
about is making the organization tax-
able if it uses its funds for partisan po-
litical purposes—not shutting it off, not
even regulating it; we are just saying
that if they do it in a partisan, political
vein, they are going to be taxed.

From having been in politics and in
the practice of labor relations in Oregon,
I think I know something about the role
of business and other organizations in
Portland, Oreg. When one talks about
any organization—I do not care whether
it is the American Medical Association
or a union—1I am talking in terms of con-
tributions which it can give to a politi-
cal candidate or a party—money, prop-
erty, services, or manpower paid for by
the organization, for brief times close to
the election time, and before that for
substantially longer periods. It is done by
corporations, by associations, and by
unions. There is not a Senator who does
not know it is done. Anybody who has
been in politics for 5 years at the State
level, let alone elected to the United
States Senate, who can in all honesty say
he has never seen a corporation or union
or association give personnel or other
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contribution to a political campaign is
speaking, I think, incredibly. He either
is naive or absolutely must have blinders
on.

So let us talk about organizations gen-
erally. There are three kinds of contri-
butions: money, services, and property.

Let us get to the unions and their
types of contributions. They are basically
of two kinds, voluntary, what they call
COPE—the Committee on Political Edu-
cation—the old Political Education Com-
mittee of 15 or 20 years ago. In theory,
those contributions are voluntary—in
theory. I am not going to quarrel with
whether they are or not. These are extra
amounts paid by members, and a member
does not have to pay it. With a little
check on a sheet once a year, he can
say whether he wants to give to the com-
mittee. He cannot be compelled to if he
does not, and he cannot lose his job as
a result. But the union cannot take it
out of his dues.

They tried a gimmick once, where they
had $10 dues, but they said, “Those who
want to give to the Political Action Com-
mittee can drop it to $9.” But that was
stricken down.

So let us talk about contributions to the
political education groups, the amount
that comes from so-called volun-
tary contributions. Again, I am not go-
ing to quarrel with whether they are
voluntary or not.

The Senator from Minnesota (Mr.
MonpaLe) has indicated that, in his
estimate, unions do not contribute to
political campaigns. In my experience,
again in politics, and also in the practice
of labor relations, that is not true. Unions
do contribute extraordinarily in the form
of property. They do not actually give
property. They give the use of their
buildings, trucks, or telephones to both
parties. These are not things given only
to the Democratic Party; but the unions
endorse candidates of parties.

Almost any night in a political cam-
paign one can go to a labor temple and
see the supporters of a candidate work-
ing at telephone banks, paid for out of
the fees, assessments, and dues. That is
a contribution from the union out of
the dues that have been paid.

Now let us go to the business agents.
Mostly in September and October, but in
some cases prior to that, a part of their
obligation is partisan support and activ-
ity for the candidate the union has en-
dorsed. So they spend a lot of time on
registration drives that might benefit
a political candidate, building a registra-
tion drive that would benefit that candi-
date. They spend a great amount of time
at COPE headquarters, with women man-
ning the telephones by the evening, and
the time organized by the union agents
who have never once left union payroll
during the campaign. That is a contri-
bution of service. There is no other way
one can define it. That may or may not
be a violation of the Corrupt Practices
Act, but it is done. It is done with the
help of corporations and associations.

When I look at the amendment of the
Senator from Georgia (Mr. TALMADGE) —
and I am going to limit my comments to
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that amendment until we see whether it
is adopted—it is not going to touch voter
registration. The Senator from Georgia
just answered my question with respect
to that. There is nothing in the amend-
ment that has to do with voter registra-
tion. So any Senator who uses the excuse
of voter registration to vote against the
amendment will have to find another
excuse, This vote will not affect voter
registration, let alone the League of
Women Voters or the Junior Chamber of
Commerce. Let us clear that fog from the
issue before we vote on the amendment.

Second, there is nothing in the amend-
ment that prohibits a union from using
its assessments and dues to contact its
own members for partisan political pur-
poses at its own beadquarters. The union
can call its own members and tell them
to vote for Packwoon or TaLmance. That
is not precluded, because the Senator
feels a union ought to have the right to
contact its own members for its own
political partisan goals.

Mr. TALMADGE, Mr. President, will
the Senator yield?

Mr. PACKWOOD. 1 yield.

Mr. TALMADGE. Not only a union,
but any other tax-exempt organization.

Mr. PACKWOOD. Absolutely.

What I wanted to make clear when I
questioned the Senator further was that
a union cannot use its dues and assess-
ments and initiation fees for union mem-
bers at union expense to contact the
broad spectrum of the public. Do we
agree to that?

Mr. TALMADGE. Yes, we do.

Mr. PACKWOOD. So I would say that
what we are voting on with respect to
the Senator's amendment is as follows:
One, we are not putting any limit on free
speech; let us be clear about that. Sec-
ond, we are not saying unions cannot use
voluntary contributions from COPE for
support and cash contributions to polit-
ical campaigns. We are not saying a
union cannot use its own dues and as-
sessments to contact its own members
for political partisan reasons. We are
simply saying that union dues and as-
sessments cannot be used.

We are simply saying that a union
cannot use the dues and assessments
that are paid by a member—because he
has to belong to the union and has no
choice but to give them to the union—
for any other purpose than a political
public purpose that a union can support.
They cannot be used for any other pur-
pose.

For that reason, I intend to support
the Talmadge amendment in the nature
of a substitute.

Mr. CURTIS. Mr. President, the issue
can be simply stated. The Corrupt Prac-
tices Act deals with offenses and punish-
ment. It is the criminal code we are
talking about—the taxation of tax-
exempt organizations.

It is a criminal code. Here we are
talking about taxation for tax-exempt
organizations.

Is there a Senator here who can spend
his own money to get reelected, and get
a deduction for tax purposes? He cannot.
Is there anyone who can make a con-
tribution for political purposes, and de-
duct it from his taxes as a business ex-
pense? There is not. Political expenses
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are paid after taxes. That is the rule
applied to the rank and file in America.
Why on earth should we let tax-exempt
organizations get into the field of poli-
tics at all? Everyone else has to pay for
his politics after taxes.

As I read the Talmadge substitute, it
would permit labor organizations to
gather up all their agents and party
workers throughout the United States,
and send them into a particular congres-
sional district or a State, assign them a
little bit of union work, but turn them
loose to defeat or elect a candidate, If we
pass the Talmadge amendment, we have
made that the law.

Mr. TALMADGE. Mr. President, will
the Senator yield?

Mr. CURTIS. I yield.

Mr. TALMADGE. I think the Senator
has misconstrued my amendment.

Mr. CURTIS. I beg the Senator’s
pardon.

Mr. TALMADGE. They could only
utilize their activity in mobilizing the
membership of their own organization,
not others.

Mr. CURTIS. But the Senator defines
that which is prohibited as “cash or its
equivalent.”

Mr. TALMADGE. Or any property of
ascertainable value.

Mr. CURTIS. Yes. And if there is a
mixture, with some union duties to per-
form, they travel to that State or con-
gressional district at union expense, stay
at the hotels at union expense, and so
on; and there is no one here so naive
as not to know that when you move a
thousand union workers into a State or
a district, they can wield considerable
political power; and you cannot put a
monetary value on it.

Mr. TALMADGE. Mr. President, will
the Senator yield?

Mr. CURTIS. I yield.

Mr, TALMADGE. Assuming the Sen-
ator were correct, and the unions sent a
multitude of people into a congressional
district or a State, That effort can be
utilized only to mobilize their own mem-
bership. If they went beyond that, it
would be a violation of my amendment.

Mr, CURTIS. I think not. The Sena-
tor's own language prohibits certain ex-
penditures from dues and assessments.
Then it goes on to describe that they
must be in cash or equivalent., If you
cannot translate them into equivalent
cash, which in a mixture, you cannot,
you have made them lawful.

Mr. TALMADGE. Will the Senator
yield?

Mr. CURTIS. I yield.

Mr. TALMADGE. I quote the language
of my amendment:

A contribution shall not be deemed to
occur where the principal character of an
activity in support of a political party or
a political candidate constitutes mobilizing
membership of the organization for such
purpose, as distinguished from the contribu-
tion of cash or its equivalent or property
which has an ascertainable fair market value,

I would think that if unions sent a
multitude of agents to a particular area
to campaign, that would have an ascer-
tainable market value, and would be pro-
hibited.

Mr. CURTIS. The language is defec-
tive in many other instances. It says “to
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mobilize the membership.” It does not
say that the membership dues may be
used to inform the members how some-
one voted, or how they stand, purely for
purposes of advancing the cause of union
labor. It says you can send them ir there
and mobilize them in a campaign.

As I said a moment ago, that is why I
shall vote against the Talmadge substi-
tute and for the Fannin amendment; for
most Americans have to put their money
into politics after taxes. I believe we do
the tax exempt organizations a disservice
by letting them have any part in polities.

Mr. President, I totally disagree with
all this talk about the first amendment.
The first amendment gives the right to
people to say what they please. What is
at issue here is, Are they going to use tax-
exempt money to broadcast, either by
the printed page, the radio, the tele-
vision, or somebody’s car?

Mr. TALMADGE. Mr. President, will
the Senator yield?

Mr. CURTIS. I yield.

Mr. TALMADGE. Broadcasting would
have an ascertainable market value, and
would be precluded, except to members
of the organization themselves.

Mr, CURTIS. Well, as a practical mat-
ter, the Senator knows that his amend-
ment would have to be treated in this
manner: That if they wrote a check or
gave a thousand dollars’ worth of print-
ing, it would be covered; but he also has
to know that if they use their time
strictly, if it is a part of the time to mo-
bilize the members—and his language
does not say to inform the membership
on issues; it says to mobilize them—that
is one of the big jobs in a eampaign,
to mobilize its workers.

I have no illusions about how this
amendment would turn out. I have no
illusions at all. The powerful unions do
not like the Fannin amendment. They do
not like Mr. Haynsworth, either.

Mr. YARBOROUGH. Mr. President, it
seems to me that the thrust of both these
amendments is at voter registration, and
voter participation. It seems to me the
Fannin amendment is directly designed
to limit voter participation, because on
page 2, line 7, it says they shall not use
these moneys to carry on any voter regis-
tration.

The amendment agreed to last week,
cosponsored by the Senator from Penn-
sylvania and me, was designed to further
voter registration. I wish to refer to the
Gallup poll printed in the Washington
Post yesterday, Sunday, December 7, to
show the need for voter registration ac-
tivities.

We all know of the low voter registra-
tion and the low voter participation in
America as compared to other democ-
racies of the world, West Germany votes
80 percent of the qualified electorate;
Great Britain 76 percent, and our coun-
try less than 70 percent.

There was great interest in the Presi-
dential campaign of 1960 between Ken-
nedy and Nixon in Texas in that election.
Due to the great interest and the tele-
vision debates, there was a relatively
lower voter participation—863 percent of
the electorate voted. In my State, only
43 percent voted, because we then had a
poll tax.

In 1968 we had the highest registra-
tion we had ever had in my State—6
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million qualified adults, 4 million regis-
tered. We had knocked the poll tax out
by then. We had a very spirited guber-
natorial campaign in both parties, and
the total vote—that is, in both the Demo-
cratic and Republican Parties, was only
1,500,000, out of 4 million eligible voters.

The problem is first to get voters regis-
tered. We can get them registered, but
we already have restrictions. They make
it a felony in my State for a member of
a labor union to contribute to the activity
officially.

I know that many other Senators have
that same experience. As proud and, per-
haps, as egotistical as we are to be Sena-
tors, more voters register to vote in a
gubernatorial campaign than in a sena-
torial campaign.

I know, because I campaigned three
times for the Senate and three times for
the governorship.

Very few people register to vote in this
country. The League of Women Voters is
working to increase registration. These
amendments would keep these people
from registering and from voting.

Mr. President, I read from an article on
the Gallup poll. The headline is, “Laws
on Voter Registration Hurt Democrats,
Help GOP.” It is from Princeton, N.J.,
and is written by George Gallup. It
reads:

One out of every four adults in the United
Btates is not registered as a voter, a Gallup
Poll survey reveals,

In numbers this represents an estimated 29
million potential voters who are disenfran-
chised because they are unable to meet resi-
dence requirements imposed by the various
States, or because they have not taken the
initiative to see that their names ere placed
in the registration books.

Democrats suffer more than do Republl-
cans from low voter registration. When a
sample of the 28 million nonregistered vot-
ers is examined, twice as many are found to
have Democratic leanings as Republicans,

That is because they have less money.
They are laborers. They are more mobile.
They move from State to State. There
are many reasons for that. However, two
of them do not register for every sub-
urban Republican that registers. That
does not concern a party sense but a pop-
ulation sense. I am talking about trying
to get people to register who are mobile
and who are not affluent.

I continue to read from the article:

A total of 3,127 adults were interviewed in

during the period October 17 to No-
vember 3 and were asked this question—

I point out that this was a personal in-
terview. It was not a telephone sampling.
Some of the polls inform us that they are
the result of a telephone sampling.

They were asked this question:

Is your name now recorded In the registra-
tion book of the precinct or election district
where you now live?

The followilng table shows the percentage
of adults not registered, nationally and by
key groups.

Unregistered adults

Natlonal
Men

21-29 years old
30-49 years old

5O ANA OVOP e mmm e -
Own home

Rent
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Since they rent, they are mobile, They
move, and they do not get registered.

I continue to read from the article:

The above figures represent the most accu-
rate registration figures for the nation. While
some states try to keep lists up to date, the
difficulty of removing the names of those
who move, or die, is enormous.

It should be pointed out that in four states
voting laws permit those under 21 to vote. In
Georgia and Kentucky the age is 18; in Alas-
ka, 19; and in Hawall, 20. These small seg-
ments of the population are not covered in
the above figures.

Mr. MONDALE, How often do the vot-
ers of Texas have to register in order to
participate in the election?

Mr. YARBOROUGH. In my State the
voters must register every single year. We
have the most repressive voter registra-
tion law in the Union. They have to reg-
ister every single year to vote in any kind
of election—city, county, State, bond is-
sues, school trustees, mayor—anything
we can think of. If that voter is not reg-
istered every single year, he cannot vote.

He has to be registered to vote by the
31st day of next January or he cannot
vote in the elections next November. He
has to register before he knows who the
candidates will be or what issues are in-
volved. In the peak year, we had only
two-thirds of the adults registered.

Mr. MONDALE. When was that regis-
tration law adopted?

Mr. YARBOROUGH. That registration
law was adopted after the Federal court
eliminated the poll tax. The establish-
ment came back and gave them this vot-
er registration law to take the place of
the poll tax and keep them from voting.

Speaking of corporations and all their
activities in political races. In some of my
races for Governor, they emptied the
corporation offices. They sent junior ex-
ecutives out to the counties. They sent
out questionnaires. They sent them back
to their home counties to work against
me.

Does the Senator think they made
those junior executives pay their ex-
penses? That is listed as a business ex-
pense in the campaign against us.

And if they advanced fees to their
lawyers, they paid them big enough fees
so that the lawyers could pay their in-
come taxes and then conftribute to our
candidates.

What labor union members honestly
give is chicken feed compared with what
the corporations do through subterfuge.

They are too smart to write a check
on the corporation. They pay big fees
to their lawyers and let them pay their
income taxes and then contribute the
rest to the campaign.

They put out their army of workers.
They paralyzed the corporate structure
of Houston for 2 weeks when I was run-
ning. They turned out the employees
from a 32-floor office building. They send
out the secretaries and the junior ex-
ecutives. They send them back to their
home counties to work against me.

Mr. President, I continue to read from
the article:

In 32 of the 50 states one year of resl-
dence is required before one can register
and vote. In 15 states the requirement is
6 months; in two, 3 months, One state, Mis-
sissippi, has a requirement of 2 years.

The importance of mobility as a deterrent
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to registration is dramatically revealed in the
figures for home owners versus renters, who
change their place of residence frequently.
Of all home owners, only 18 per cent do not
have their names registered. Among renters
the comparable figure is 44 per cent.

So, if we try to register voters and
make this effort, these amendments
would strike those efforts down. The
Fannin amendment is directed against
such efforts.

Mr. PACKWOOD., Mr. President, will
the Senator yield?

Mr. YARBOROUGH. I yield.

Mr. PACKWOOD. Mr. President, are
we agreed that the Talmadge amend-
ment would have no effect on voter
registration?

Mr. YARBOROUGH. A businessman
can get his people to vote. He can get
them to go to & rally of the party.

Do not think for one moment that
if someone else were to use those tac-
tics, he would not have him hailed into
court by the hair of his head.

Mr. MANSFIELD. Mr., President, I
wonder if we could bring this debate to
a head? I do not think there is much
more we can learn. We have been told
and retold this.

I think it is time to get to a vote. It
is a very important matter on which
people have had their minds made up.

Mr. TALMADGE. Mr. President, I am
prepared to vote at any time.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Georgia as
a substitute for the Fannin amendment.
On this question the yeas and nays have
been ordered, and the clerk will eall
the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BYRD of West Virginia (when his
name was called). On this vote I have a
live pair with the able senior Senator
from Louisiana (Mr. ELLENDER). If he
were present and voting, he would vote
“yea."” If I were permitted to vote, I would
vote “nay.” I therefore withhold my vote,

Mr. HOLLINGS (after having voted in
the affirmative). On this vote I have a
pair with the distinguished Senator from
Missouri (Mr. SymincToN). If he were
present and voting, he would vote “nay.”
If I were permitted to vote, I would vote
“yea.” I therefore withdraw my vote.

The assistant legislative clerk con-
cluded the call of the roll.

Mr. KENNEDY. I announce that the
Senator from New Mexico (Mr. ANDER-
son), the Senator from Montana (Mr.
Mercarr), and the Senator from Mis-
souri (Mr. SYMINGTON) are necessarily
absent.

I further announce that the Senator
from Alabama (Mr. ALLEN), the Senator
from Nevada (Mr. CANNON), and the Sen-
ator from Louisiana (Mr. ELLENDER) are
absent on official business.

I further announce that, if present and
voting, the Senator from Nevada (Mr.
Cannon) and the Senator from Montana
(Mr. MeTcaLF) would each vote “nay.”

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
is absent on official business.

The Senator from South Dakota (Mr.
Munot) is absent because of illness.

The Senator from Colorado (Mr. Dom-
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mvick) and the Senator from Alaska (Mr.
STEVENS) are necessarily absent.

On this vote, the Senator from Colo-
rado (Mr. Dominick) is paired with the
Senator from Arizona (Mr. GOLDWATER) .
If present and voting, the Senator from
Colorado would vote “yea” and the Sen-
ator from Arizona would vote “nay.”

The result was announced—yeas 25,
nays 63, as follows:

|No. 192 Leg.]

YEAS—25
Hansen
Hruska
Jordan, Idaho
Long
Miller
Murphy
Packwood
Pearson
Russell

NAYS—63

Gravel
Harris
Hart
Hartke
Hatfleld
Holland
Hughes
Inouye
Jackson
Javits
Jordan, N.C.
Kennedy
Magnuson
Mansfield
Mathias
McCarthy
McClellan
McGee
McGovern

Saxbe

Smith, Maine
Sparkman
Spong
Talmadge
Thurmond
Young, N. Dak.

Allott
Baker
Bellmon

Montoya
Moss
Muskie
Nelson
Pastore

Pell

Percy
Prouty
Proxmire
Randolph
Ribicoff
Schweiker
Scott
Smith, I11.
Stennis
Tower
Tydings
Williams, N.J.
Williams, Del.
Goodell MelIntyre Yarborough
Gore Mondale Young, Ohio

PRESENT AND GIVING LIVE PAIRS, AS
PREVIOUSLY RECORDED—2

g
Fulbright

Byrd of West Virginia, against.

Hollings, for,
NOT VOTING—10

Ellender Stevens
Goldwater Symington
Metcalf

Mundt

Allen
Anderson
Cannon
Dominick

So Mr. TaLMADGE'S amendment was re-
jected.

Mr. YARBOROUGH. Mr. President, I
move to reconsider the vote by which the
amendment was rejected.

Mr. MONDALE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The ques-
tion is now upon the amendment of the
Senator from Arizona. On this question
the yeas and nays have been ordered.

Mr, HOLLAND. Mr. President, has the
time elapsed, or is the time under con-
trol?

The PRESIDING OFFICER (Mr.
GrAVEL in the chair). The time is not
under control.

Mr. HOLLAND. Mr. President, I hope
the amendment offered by the Senator
from Arizona will be agreed to. I happen
to know something about this matter
from personal experience. I have run
for State office about as many times as
my distinguished friend from Texas, and
I think on every occasion I was opposed
by some of the labor leaders of the State,
generally by most all of them.

At the same time, at every election I
have been fortunate enough to receive
the support of a large number of the
members of those labor unions and I
have received each time I ran dozens of
letters—I think it would be hundreds, all
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told—from members complaining of the
fact that their dues and contributions
to their unions, of which they were
members, were being used against my
campaign, against my nomination or
election, as the case might be, and
they protested vigorously against that
practice.

Mr, President, when we considered the
repeal of the right-to-work amend-
ment in 1966, I placed in the REecorp
some 50 or 60 letters. I do not recall the
exact number, but Senators can find
them as a part of my remarks in the
CONGRESSIONAL RECORD, volume 112, part
2, beginning at page 1463 and extend-
ing for 20 or 30 pages in that REcorD.
I have not had time to read through
all of those letters, but I have already
found four of them complaining against
the repeal of the right-to-work provision
in the Taft-Hartley Act, because we have
the right-to-work provision in Florida
adopted by a majority vote of all our
citizens in a general election.

In about four of those letters—and I
have gone through about hal of them—I
find they complained that their contribu-
tions and dues were being used against
their wishes by union leaders. That testi-
mony is not from me. It is from the
members of the unions in my State who
were complaining that their money was
being used by their leaders against their
will, against their wishes, and against
their candidates. Senators can find it in
the Recorp if they wish to read it. I
mentioned that there were more than
four instances. I read about 25 of those
letters hurriedly.

There were over 50, as I recall it, that
I placed in the Recorp during debate at
that time. The fact is, it is a well-known
practice in my State, It is vicious prac-
tice which I think should be ended. It is
a vicious practice which I hope will be
ended by the adoption of the Fannin
amendment.

I cannot speak for other Senators. I
can speak only in the limited degree for
my own State. I know that in the five
general elections in which I have run
for office in my State, as well in the pri-
maries for those years, I have had that
experience. It does not do any good to
say that these things do not occur, when
good men—many of them known to me—
not just because they supported me but
because they were my friends—write me
and tell me these things contained in the
letters. When the returns, for instance,
come in from the area of Jacksonville,
where the working people generally live,
they show that I received more than my
share of the votes of labor union mem-
bers. When that kind of information
comes to me in writing at every election,
and in large numbers, I cannot ignore it.

It is a practice which does exist in my
State, which generally speaking, is
known for rather clean elections and for
rather large participation in elections.
We stopped the poll tax in its application
in 1937 a long time before any Federal
law on the subject was passed either by
constitutional amendment or by unfor-
tunate action of the Supreme Court.

In many ways we have tried to clean
up elections in our State. I just want to
say that has been my own personal ex-
perience and I would be derelict to fel-
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low Senators if I did not say that right
here on the floor of the Senate. Senators
will find the list of 50 to 60 letters in-
cluded in the other debate. Confessedly
it had to do with the question of whether
we should repeal the right-to-work pro-
visions in the Taft-Hartley Act, and
those were people writing against repeal
and in favor of the continuance of the
right-to-work amendment in our State
constitution and its operation. They
found occasion time after time, to say
what I have just said to the Senate, that
they knew that their dues were being
spent for political purposes, against their
wishes, against their own objectives and
against own preferred candidates.

Now, Mr. President, that same expe-
rience, but in larger measure, has taken
place in every race I have had and I
want the record to show that that is the
case.

I am not one of those who feel that
men who belong to labor unions are will-
ing blindly to do the will of their leaders
who attempt to dictate to them in too
many instances because I have found
that the exact contrary is true, that they
will not follow that dictation, that they
will follow, instead, their own convic-
tions.

I want the record to show that.

I shall vote for and strongly support
the amendment offered by the distin-
guished Senator from Arizona.

Mr. MILLER. Mr. President, will the
Senator from Arizona yield?

Mr. FANNIN. I yield.

Mr. MANSFIELD. Mr. President,
would the Senator from Iowa consider
the possibility of a time limitation?

Mr, FANNIN. The Senator from Iowa
just wishes to take a couple of minutes
and then I am ready to vote. I wish to
use only 1 minute.

Mr, MANSFIELD. That is fine.

Mr. FANNIN. I do not want to delay
the vote.

UNANIMOUS-CONSENT AGREEMENT

Mr. MANSFIELD. Mr. President, I ask
unanimous consent, if there is no dis-
agreement to the request, that there be
a time limitation of 15 minutes on this
amendment, with the time to be equally
divided between the distinguished Sen-
ator from Arizona (Mr. FanNIN) and
the chairman of the committee, the dis-
tinguished Senator from Louisiana (Mr.
Loneg).

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Montana? The Chair hears none,
and it is so ordered.

‘Who yields time?

Mr. FANNIN. Mr. President, I yield 4
minutes to the Senator from Iowa.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized for 4
minutes.

Mr, MILLER. Mr. President, I invite
the attention of my colleagues to part 6
of the hearings, particularly to page 5248
where colloquy occurred between a wit-
ness by the name of Harold Ketelhut, a
member of the United Auto Workers In-
ternational Union and myself, and I ask
unanimous consent that the marked por-
tions of the hearings be printed in the
Recorp. There was a further witness be-
fore the committee by the name of Mrs.
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J. M. Ford, a member of the ILU of
Lawrence, Eans,, and I ask unanimous
consent that a portion of her testimony
as designated on page 5255 be printed in
the REcorp.

There being no objection, the excerpts
were ordered to be printed in the Recorbp,
as follows:

STATEMENT OoF Harorp EETELHUT, A MEMSBER
OoF THE UNITED AvTo WORKERS INTER-
NATIONAL UnloxN, FREEPORT, ILL.

Senator Mm.rer. Mr. Chairman, I want to
commend this witness for his courageous
testimony. I am concerned about part of his
testimony. Now, as I understand it, a great
amount of political activities by the AFL-
CIO are financed out of the funds of the
committee on political education known as
COPE. Do I understand correctly that the
contributions made by union members to
COPE, are voluntary?

Mr. KeTeLHUT. My experience with COPE is
that they will offer you a lottery, a form of
lottery ticket or a chance to win a television
set and so on. You contribute r dollars by
the number of chances you get. That is part
of the money that goes into the political
action, yes.

Senator Mm.Ler. Of course, that would be a
voluntary matter for a union member to
buy some chances, He does not have to do
that, does he?

Mr. KereLHUT. Well, another thing in my
experience has been on the IAM staff for
6 years, every staff conference that I at-
tended that was a head of an election, a
natlonal election or a big State election com-
ing up, if it happened to be a national elec-
tion I was asked to donate some dollars, and
if I didn't I would not remain on the staff
very long. If it was a State electlon I would
attend the State labor convention and be
told the same thing. It was voluntary to the
extent that if you did not contribute your
international office frowned upon you.

Senator MoLLER. Well, take the rank and file
who are not members of the staff, just some-
body who has been in the union for 6 months.
He does not have to pay money into COPE
if he does not want to, does he?

Mr. EeTeLHUT. The UAW constitution pro-
vides—I did not bring it along but it pro-
vides—that if a member—right in our con-
stitution—if a member objects to his money,
money from his dues being spent politically,
they will—

Benator Mmier. I am not talking about
dues, though.

Mr. EeTELHUT. About what?

Senator Mnier. I am not talking about
dues. I am talking about contributions to
COPE.

Mr. KeTELHUT. Yes.

Senator MmrEr. Because my understanding
is that the financing of COPE does not come
out of dues, It comes out of contributions or
purchasing chances on lotteries and things
like that.

Mr. ErrerauTr. I would have to go along
with you. I cannot question you on that. All
I know is that with my experience that is the
way I have been approached on it. Whether
or not they get additional funds from the
general treasury I do not know.

Senator MmLer. Forgetting about the
Committee on Politieal Education funds,
and assuming that contributions by indi-
vidual members are voluntary—as I have
long understood to be the case, let us turn
our attention to union dues, You have testi-
fied that some part of the dues has been
used for political purposes by some unions. I
assume by political purposes you mean par-
tisan purposes.

Mr. ExTELHUT. Yes!

Senator MiLLER, Can you tell us how?

Mr. KxrerHUT, I Will give you some ex-
ample, since I have a few moments to refresh
my memory. I recall that when I served on
the IM staff of 1953 through 1958. Senator
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Douglas was our Senator from Ilinois. At
election time International would send out a
man and he would have his car loaded down
with printed campaign material for Mr.
Douglas. This material would be distributed
to the area Democratic headquarters in my
district. This man would Inform me that I
should keep quiet and not tell everybody
that he was doing this on union time as he
was a staff member of the IM,

Senator Mr.Ler. The point you make here
is that unlon dues which are used to pay the
salaries of staff members of the union were
diluted to the extent that the staff member
took time away from his stafl duties with the
union and participated in a partisan political
campalgn?

Mr. EeTeLHUT. That is right.

Senator MiLLEr. Can you tell us how long
this particular staff member took off to en-
gage in the partisan political campalgn?

Mr. EETELHUT, At different times when this
man came through my area on these political
excursions, I would ask him to stay over and
assist me on local union problems as he was
also a capable negotiator. He told me that he
could not offer any assistance because he was
ordered to spend all his time on seeing that
Mr. Douglas was reelected.

Senator MmLLER. You have glven us an ex-
ample. Do you know of other examples?

Mr. KeteLuUT. Yes I do, The machinist
union, as an arm of the organization which
they refer to the machinists union partisan
political league. They would encourage local
lodges to put on parties and dances, and
furnish lunch and refreshments, which may
cost a local $300, $400, or 8500 out of its local
freasury. Then a collection would be made
amongst the union members at this party
who were told that they were contribut-
ing to the machinists nonpartisan political
league.

Senator MILLErR. What you are saying then
is that the financing of the so-called non-
partisan political league was handled
through parties of this nature with the loecal
union’s treasury, which had been funded by
union dues, being used to pay for the ex-
pense of the parties and the parties being
used as a vehicle for ralsing “voluntary™
contributions to the league.

Mr. KeTeLHUT. That is right.

Senator MILLER. Were the activities of the
so-called nonpartisan league genuinely non-
partisan?

Mr. EETELHUT. Let me put 1t this way, that
the nonpartisan slogan was to elect our
friends—defeat our enemies.

Senator MILLER. That is an interesting slo-
gan, but the real question is whether those
deslgnated as friends represented mostly or
entirely the candidates of one political party.

Mr, KeterHUT. I would say that their ac-
tivities, D8 percent of the time, supported
the candidates of one party.

Senator MiLLEr. And which party?

Mr, KeTeELHUT. The Democratic Party.

Senator MmLer. Can you glve us another
example of how union dues were used for
partisan political purposes?

Mr. KEeTeLHUT. During the last presidential
election when Vice President Humphrey held
his parade in Chicago, the Local 765 of the
UAW, of which I am a member, took two
bus loads of members, pald for the loss of
time from their jobs, and paid for the bus
fares and meals and lodging to participate
in the Humhprey program in Chicago. This
was done by the sizable UAW local in Rock-
ville, which had the funds to support it.

Senator MiLLER. You are saying that these
payments were made from the union treas-
ury into which dues had been paid, and not
from a fund which was supported by volun-
tary contributions.

Mr. KeterLHUT. That is absolutely right.
UAW locals cannot have funds other than
from dues.

Senator MiLLer. In other words, the entire
union membership through their dues, really
paid for the expenses of the bus loads of
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union members going to and from Chicago,
remaining in Chicago over night, and the
loss in wages incurred by their absences from
their employment.

Mr. KererHUT. That is right.

Senator Mrmrer. I have heard that in some
cases a local union's treasury, funded by
union dues, has been used to reimburse union
members for taking time away from their
employment to actively work in getting out
the vote for candidates endorsed by the
union in partisan political elections. Do you
know of any such practices In your expe-
rience?

Mr. KereLHUT. Yes, I do. In Illinols, ap-
proximately I would say 1954 or 1955, some=
where in the State legislature election, we
had a man that was endorsed by the inter-
national union office in Chicago, to run
against the incumbent State legislator.

Senator MiLLER. Where?

Mr. EererHUT. In the Freeport, Ill., dis-
trict. The international office in Chicago re-
quested that our IAM local in Freeport sup-
port and assist this man in every way. The
local set up a committee. The members of
this commitiee took time off to check the
voting record at the county court house In
the district. As many of our members were
scattered in two or three counties, it was
necessary for the members of this commit~
tee to take time off from thelr employment
to encourage members that were not regis-
tered to vote to become registered, and this
same committee, for a few days before the
election, made up car pools to contact mem-
bers at thelr homes and to get them to vote.
We had many night-shift people who could
only be contacted in this way, The mem=-
bers of this committee were reimbursed by
the local union for wages lost by their activi-
ties.

Senator Mmrer. Are you saying that thelr
activities were directed at the support of
the partisan candidate endorsed by the in-
ternational office in Chicago?

Mr. EeTeLHUT. That is right.

BTATEMENT OF Mges. J. M. Forp, ILU
MeMBER, LAWRENCE, KANS,

Senator MiLLER. What local are you a part
of?

Mrs. Forp. Local 605 of the Laborers' In-
ternational Union of North America, located
at Sun Flower, Kans,

Senator Mrmier. Does this union have a
union shop contract with the management?

Mrs. Forp. Yes, slr, it does.

SBenator MiLLER. In other words, you must
belong to the union to hold your Job?

Mrs. Forp. Yes sir.

Senator Mmuier. And, of course, you pay
dues to the union.

Mrs. Forp. Yes sir, I do, and 1t is deducted
from my pay check.

Senator MiLLER. Do I understand that part
of these dues are used by the union for
partisan political purposes?

Mrs. Forp. As far as I know, I have in my
hand a copy of an article that was in the
Johnson County Herald on March 12, 1969,
referring to the contributions reported in
last fall's gubernatorial campaign in Kansas,

Senator MiLLER. I note that the article re-
fers to an F. E. Black as having contributed
$10,000 to the “Docking for Governor Club,”
and that Black is believed to be a leader in
the AFL-CIO in Kansas. The article also lists
other Docking contributors to include the
Amalgamated Meat Cutters, the Communi-
cations Works of America, the Internationsal
Brotherhood of Boller Makers, and other un-
fons. Is this the basis for your bellef that
some part of union dues has been used for
partisan political purposes?

Mrs. Forp. Yes, sir, this is one of the rea-
sons that I believe this. Another reason is
that we working on a bill to put teeth into
the Kansas right-to-work law, and we

. thought that had accomplished this because

we had a good majority—T76—40 In the legisla-
ture. Then Governor Docking vetoed it.
Senator MiLLER. Is the main thrust of your
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criticism your understanding that a part of
your union dues, which you must pay in or-
der to hold your job, is used for partisan
political purposes?

Mrs. Forp. Only partially because there are
millions of people in my shoes in the United
States who are forced to support candidates
whom they oppose just as L.

Senator MiLLER. Thank you.

Mr. MILLER. Mr. President, the
thrust of the Fannin amendment is to
make clear that dues and assessments
paid to any organization—I emphasize
any organization—which is tax exempt
cannot be used for purposes of support-
ing a particular political party or a par-
ticular candidate for public office.

This has nothing to do with voluntary
assessments such as those that may be
obtained through medical associations,
such as those known as AMPAC or
through the union association known
as COPE, which is an AFL-CIO volun-
tary organization, or in the case of
DRIVE, which is a comparable organiza-
tion for the Teamsters Union—all vol-
untary organizations to which dues and
contributions are voluntarily paid. They
are not touched at all by the Fannin
amendment.

So that the amendment is directed
at the portion of dues, assets, fees, and
other income which go into a tax exempt
organization and which are used for the
use of a political party or a particular
political candidate.

It seems to me that the amendment
overcomes an objection, which has been
voiced in years gone by, to amendments
or proposed laws singling out a union
or singling out a chamber of commerce
for special treatment.

It is my understanding that the Fan-
nin amendment treats them all alike and
makes clear that they are all covered by
the language of the amendment. I be-
lieve that the portions of the record
which I have had printed in the RECORD
indicate the kind of abuse which is oc-
curring under present law, It is the
kind of abuse which I believe should be
ended.

I believe that members of all these
kinds of organizations would be better
satisfied, and the Treasury of the United
States would be better served, if an
amendment such as the Fannin amend-
ment were to be adopted.

Mr. FANNIN, Mr, President, how much
time do I have remaining?

The PRESIDING OFFICER. The Sen-
ator from Arizona has 4 minutes left.

Mr. FANNIN. Mr. President, the ques-
tion is, Shall the people of the United
States be forced to subsidize political
candidates and political activities as
mentioned in my amendment?

I feel that my amendment will bring
about a better balance among manage-
ment, labor, and Government.

The amendment is not punitive. It is
fair and equitable.

The amendment will promote registra-
tion activities by political parties. That
is the best kind of citizenship training
that anyone can have.

Therefore, I feel that my amendment
will promote good citizenship. It will be
the basis for handling this question,
which has been debated for many years,

I believe that the Senate will render
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a great service to the people of this coun-
try by adopting the amendment.

I reserve the remainder of my time.

The PRESIDING OFFICER. Who
yields time?

Mr. MONDALE. Mr. President, this
amendment goes far beyond the Tal-
madge amendment, which was just de-
feated. It would prohibit the League of
Women Voters or unions from carrying
on even voter registration drives. It
would prohibit unions from printing in
newspapers endorsements of or opposi-
tion to Members of Congress.

It is so broad that where it ends in
restricting the right of tax exempt orga-
nizations to express themselves consist-
ent with the first amendment is difficult
to envisage.

Mr. President, the amendment offered
by the Senator from Arizona has raised
the question of the political activities of
tax-exempt organizations under sec-
tions 501(c) and 501(d) of the Internal
Revenue Code. In order to understand its
significance, we need to consider another
questions which it does not treat directly,
that is the present tax deductibility of
certain political expenses by corpora-
tions.

Complicating a discussion of this issue
is the recent appearance of newspaper
advertisements, paid for by the tax-
exempt National Right to Work Commit-
tee, in which this and an earlier amend-
ment of the Senator’s were advocated. In
the ad, the state of the law, as it presently
stands, was completely distorted.

In order for us to clearly understand
the amendment and its far-flung rami-
fications, particularly as to where its fuil
thrust is intended to be felt, it is neces-
sary to discuss the organizations that are
now tax exempt, what their rights are
and their restraints as tax-exempt or-
ganizations, how they differ, if at all, and
what consideration has been given to
this subject thus far in the legislation
before us.

H.R, 13270, as passed by the House of
Representatives and as reported by the
Senate Finance Committee does not pre-
vent tax-exempt organizations such as
trade associations, chambers of com-
merce, or labor organizations from en-
gaging in political activities. Further, the
present 17y makes no distinction as to
the rights of these organizations to en-
gage in political activities. It is now im-~
partial. Of the 18 different types of tax-
exempt organizations, only charitable
organizations operate under a “no pol-
ities” rule.

Thus, under the present law, which is
in no way affected by the committee’s
bill, political activities may be under-
taken by the National Associaton of
Manufacturers, the American Medical
Association, the National Rifle Associa-
tion, the American Farm Bureau, the Na-
tional Grange, the U.S. Chamber of Com-
merce, the American Legion, the Ameri-
can Trucking Association, the AFL-CIO,
the National Right-to-Work Committee,
the League of Women Voters, real estate
boards, boards of trade, social clubs,
fraternities, benevolent life insurance
associations, mutual or cooperative ditch
or irrigation companies, credit unions,
certain mutual insurance companies and
mutual savings banks, social welfare or-
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ganizations and churches. There are
thousands of specific organizations with-
in these categories that are now tax
exempt and share a right to political ac-
tivit-. The law does not favor either labor
or business associations.

The amendment before us, we are in-
formed, supersedes an amendment of-
fered by the Senator from Arizona which
would have changed that balance and
equality among the tax exempt orga-
nizations as to political activities. The
earlier amendment would have singled
out labor organizations to deny them
their tax exempt status entirely if any
dues or assessments were used “to sup-
port or oppose any candidate for public
office or for other pelitical purposes.”
That amendment would not have af-
fected business-oriented or other tax-
exempt organizations—many of which I
described above—all of which are and
would have continued to be free to par-
ticipate in political activities without
loss of tax exemption.

The fact that unions were being sin-
gled out for punitive treatment and
denied a right that would remain to the
other organizations has been totally dis-
torted in at least two instances. When
the first amendment was introduced, ac-
companying remarks in the Recorp de-
clared that “the amendment simply re-
quires that unions operate under the
same rules as those applied to chambers
of commerce, charitable foundations,
churches or fraternal organizations.”

Second, an advertisement in the Wash-
ington Post on October 27, 1969, ad-
dressed to the Senate Finance Commit-
tee, asked Congress to close what it
termed “the only unmentioned loophole”
and went on to state that “unlike other
organizations a union does not lose its
tax exemption because it engages in po-
litical activities.”

The fact is that the tax-exempt status
of labor unions, and the political activ-
ities they may undertake, is identical to
that of all the other tax-exempt orga-
nizations. To claim that unions enjoy a
special privilege in the law is a clear
misrepresentation of the facts.

Thus, the first step in putting this
matter into perspective is to discount the
erroneous information presented at the
time the first amendment was intro-
duced.

This background is also important if
we are to understand the purpose of the
amendment before us, which, as the se-
quence of events demonstrates, is to use
the tax code to enact punitive restric-
tions that would fall most heavily on
labor unions, and certain civie groups,
under the cover of a supposed interest
in tax equality and loophole closing,

There is a further area that must be
noted if we are to fully understand what
is being proposed. That is, the privileges
accorded, under the tax code, to profit-
making organizations when they engage
in political and legislative activities.
These privileges are untouched by the
Senator's amendment. If we are to con-
sider changing the Federal tax code in
reference to the political activities of
union and business groups, we should
discuss the impact of the code in its
entirety.

Let me point out that business cor-
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porations are presently able to obtain
a tax deduction for a wide range of po-
litical and legislative activities. No simi-
lar benefit is enjoyed by the working-
man, the consumer, or the small tax-
payer.

The Fannin amendment does not pro-
pose to change the present rules that
favor business by allowing such orga-
nizations to propagandize with tax-de-
ductible dollars. Pursuant to section
162(3) of the Internal Revenue Code,
businesses and corporations—but not
individuals—can obtain a tax deduc-
tion for expenses of lobbying concerning
legislation which is “of direct interest”
to business. The Internal Revenue Serv-
ice has interpreted the direct interest
requirement so leniently that hardly any
major issue is not considered of direct
interest to a significant segment of the
business in America—thus business lob-
bying before committees and individuals
of the Congress in connection with so-
cial security is tax deductible.

The Internal Revenue Service has also
taken the position that profit-making
business—but not individuals—may ob-
tain a tax deduction for propaganda pro-
moting a corporation’s views on “eco-
nomie, financial, social or other sub-
jects of a general nature” so long as
such political propaganda does not re-
late to “lobbying purposes, the promo-
tion or defeat of legislation, or political
campaign purposes.”

This rule permits a corporate tax de-
duction for expenses to propagandize
for business political views by buying
space in newspapers and magazines,
sponsoring radio and TV programs, pub-
lishing books and pamphlets, and con-
ducting so-called educational cam-
paigns for employees. Such activities are
tax deductible so long as they do not
discuss specific legislation or specific
candidates. The expenses of such tax
deductible propaganda efforts are im-
posed upon the corporation’s workers,
its customers, and its shareholders, many
of whom strongly oppose the use of cor-
porate funds for these purposes. No com-
parable tax benefit is presently made
available to workingmen or consumers
to assist them in having their views
heard.

Specifically, the Internal Revenue
Service has held that a corporation can
deduct expenses: first, for ads urging
the public to register and vote and to
contribute to the political party of their
choice, second, for sponsoring a debate
between candidates, and third, for en-
couraging employees to register and vote
and contribute to the party of their
choice. Nothing in the present amend-
ment affects these corporation privileges.

In summary, all tax-exempt organiza-
tions—except charitable ones—enjoy
identical rights to engage in political ac-
tivities. FPurther, profitmaking corpora-
tions enjoy broad opportunities for tax
deductibilty for many political activi-
ties and they can undertake other poli-
tical activities through their nonprofit
associations funded by tax-deductible
dues and fees.

While the effect of amendment No. 303
on most tax exempt organizations is un-
clear, it is plain that it would, for ex-
ample, quite literally put the League of
Women Voters out of business. The
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league has a major commitment to
voter registration projects. It is ironic
that that commitment is being threat-
ened at a time when the league has just
embarked on a major national campaign
emphasizing the value of the right to
vote. The league has designated 1970 as
“the year of the voier"” and intends to
do all in its power to alert citizens to
the value of the ballot in our society.

It is also ironic in that the Senate
only a few days ago approved the con-
tinued conduct of voter registration ac-
tivities by tax-exempt foundations. The
league had its beginnings 50 years ago
when the vote was granted to women.
It has not forgotten its heritage nor its
determination to involve all citizens in
our system of representative government.

In the last presidential election, the
league operated mobile registration units
in inner city areas. In an B0-precinct
area in New York’s Harlem, more than
18,000 new voters were registered. Tens
of thousands of “Vote Baby Vote” but-
tons were passed out as well as leaflets
and a special “Voteman” comic book.
Thousands of leaguers participate in
voter registration activities—knocking
on doors; providing transportation; baby
sitting; telephoning; or whatever it
takes to get people registered.

In many communities, leagues join
forces with other civic groups to get peo-
ple registered. The Dayton, Ohio, league
worked with churches, civic groups, and
others in an inner city registration drive
which added 4,000 new voters. In addi-
tion, they sueccessfully petitioned the
board of election for more liberal regis-
tration hours and convenient sites. In
the Waterloo-Cedar Falls area the league
held a 1-week concentrated drive aimed
mainly at reaching newcomers to the
area, low-income groups, and the black
community., They went to schools,
churches, and park areas and added al-
most 800 voters to the election rolls.

The list of league accomplishments
relating to voter registration projects is
almost endless. They have written an
enviable record in the voting field and
all of us owe them a debt of gratitude.
Any curtailment of their activities would
be a serious blow to our political process.

What would loss eof tax exemption
mean to labor organizations?

The effect of such a loss is not clear.
It would appear, however, that such a
loss would have a devastating effect on
labor unions, almost alone among the
tax-exempt groups I have noted, for
unions are multipurpose organizations
that are required to accumulate money
for fraternal benefits, strike benefits, and
so forth. Most other tax-exempt orga-
nizations are in a position in which they
could minimize the impact of a loss of tax
exemption by spending all of their income
each year.

It should also be noted that many tax-
exempt organizations restrict their po-
litical activity to acts designed to in-
fluence public opinion in general, or leg-
islators in particular on certain issues.
They do not engage in voter registration
which the amendment would forbid. Pre-
sumably this is because they fear the
effect of a broadened franchise, Nor do
they directly endorse or make contribu-
tions to specific candidates or parties,
presumably because they count among
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their adherents men of substance who
can make large contributions on their
own. Is it my understanding that the
National Right To Work Committee,
among others, fit in this category. Such
organizations would be able to continue
their activities, and no one can doubt
that their activities are political, without
endangering their tax-exempt status to
any degree.

Moreover, this tax-exemption loss on
labor unions would occur only in the
event that unions continued to exercise
what have been recognized as their con-
stitutional rights of free speech and as-
sociation. A prudent union leader would
have grave difficulty approving acts
which might jeopardize his union treas-
ury until we have ascertained the impact
of this vague amendment on his organi-
zation. An expenditure of $1,000, for
example, which the courts might say was
prohibitory by the new amendment,
could result in tax liabilities of hundreds
of thousands of dollars. Thus, it is plain
that both of the Senator’s amendments
had as their basic thrust, not an attempt
to raise revenue, but to penalize the ex-
ercise of constitutional rights. As the
Supreme Court said in Speiser against
Randall:

It cannot be gainsaid that a discriminatory
denial of a tax exemption for engaging in
speech is a limitation on free speech,

Now, let us turn to the exact language
of the amendment before us. It provides
that any organization would lose its tax
exemption entirely if “any part of its
income or of the amounts received for its
support is used, directly or indirectly to
support or oppose any candidate for
public office any political party or to
carry on any voter registration.”

This amendment, unlike the earlier
one introduced by the Senator, appears
neuftral on its face. It is, however, again
an antiunion proposal intended to in-
crease the relative political power of the
business community and the wealthy.
This amendment has had no explanation
that one can turn to in the ConNcrEs-
s1oNAL Recorp. But, as the first amend-
ment the Washington Star carried a paid
political advertisement paid for by the
tax-exempt National Right To Work
Committee. This ad appeared on Decem-
ber 1, 6 days after the second amendment
was introduced. The facts again did not
inhibit the copy writer. The Fannin
amendment, the ad stated, “will eliminate
& special tax privilege conferred only on
labor unions.”

Again, with tiresome sameness, the
totally erroneous claim is made that
unions somehow enjoy a special status
by the tax exemption. They do not under
the tax code or elsewhere in Federal law

Lest anyone believe that unions are
totally uninhibited in their political ac-
tivities, it must be made clear that they
do not have total freedom to engage in
politica® activities as they might see fit.
The tax code is not the only law regu-
lating unions. There are msany restric-
tions on unions in the Taft-Hartley Act,
in the Landrum-Griffin Act and, most
directly applicable here, the Federal Cor-
rupt Practices Act.

Under this act, labor unions and cor-
porations are treated identically. In the
case of each, certain political contribu-
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tions and expenditures are outlawed un-
der the criminal code. It is illegal for a
labor organization—or a corporation—
to make a contribution or expenditure in
connection with any election for Presi-
dent, Vice President, or to the Congress
of the United States. As a result, union
dues are not used for contributions to
or expenditures on behalf of political
candidates.

Contributions and expenditures made
by COPE and other similar groups are
financed solely by separate, completely
voluntary, contributions, rarely of more
than a dollar a man. The collection and
distribution of such voluntary political
contributions by both business and labor
is perfectly lawful. Business has the full
legal right to carry out identical activi-
ties. Moreover, as the Supreme Court
stated in United States v. CIO, 335
U.S. 106, in upholding the legality of
political editorials in unions newspapers,
the law does not prohibit the use of union
funds for the circulation of political in-
formation by a union to its members or
for nonpartisan activities, such as regis-
tration directed at union members and
their families.

There can be no doubt that Congress
in shaping the contours of section 610
was wise in allowing the foregoing ac-
tivities. The Supreme Court has made
this clear in such cases as Williams v.
Rhodes, 393 U.S. 23, which overturned
a law making it impossible for George
Wallace’s third party to appear on the
ballot and NAACP v. Button, 371 U.S.
415, which permitted group activities to
vindicate basic legal rights through court
litigation. The equal protection of the
right to vote, the right of free expression
and free association, all of which are
basic to our democratic system, and all
of which are protected by the Constitu-
tion, demand no less.

For example, the right of unions to
solicit voluntary contributions and the
right of individual workingmen to con-
tribute is essential to a balanced polit-
ical system. In the last election for
which we have authoritative figures, the
1956 election, 12 families and the officers
of the 225 largest corporations made
contributions of $500 or more each, that
totaled $3 million. Union officials con-
tributed $19,000. Naturally, union mem-
bers individually do not have the re-
sources to make such contributions, but
together they pooled their funds to make
contributions of $1 million—one-third of
the total of the wealthy individuals men-
tioned above.

Fundamental fairness supports the
opportunity of millions of working men
and women to counter the effectiveness
of the small group of wealthy citizens
who can afford highly visible and mem-
orable large contributions.

The right of unions to engage in non-
partisan voter registration directed at
their members is also essential to main-
tain a balance between labor and the
industrial community. As I have pointed
out, corporations, which are not tax ex-
empt, enjoy substantial tax incentives
to engage in nonpartisan political ac-
tivity. Why does the Senator think it is
wrong for unions to do so?

The law as it presently operates is, in
large measure, responsive to basic con-
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stitutional imperatives and to the belief
that all groups should have a fair op-
portunity to take part in the political
process. In 1967, the Senate reaffirmed
the balance struck by section 610 by re-
jecting a proposal—46 to 19—which
would have prohibited group activity in
the political area. The new amendment
of the Senator from Arizona seeks to
override this balance. It is in practical
terms, the essence of the 1967 proposal in
a new form. For example, it might be
argued that the amendment reaches vol-
untary political contributions to unions
by their members, or the mere statement
by a union convention, directed at that
union's membership, that a certain can-
didate is preferable to his opponent on
labor matters. The amendment, of
course, places no restraints on individual
contributions by wealthy persons. The
amendment plainly reaches voter regis-
tration and it is equally plain that it has
no effect on corporate endeavors in the
same area. Its total intent is to drive
from the field of political action all those
whose strength is provided by joining
into associations for the pursuit of a
common goal other than business profits.

It is beyond dispute that the regula-
tion of political activity by unions and
other nonprofit groups raises complex
policy and constitutional questions. Yet,
amendment 303 is offered without the
benefit of thorough study and in the ab-
sence of hearings. The proposal has not
been considered either by the Senate or
House labor or tax committees or by
Treasury or Justice Department officials.

A basic change of this kind should not
be considered without adequate study.
This axiom is certainly applicable where
there is carefully considered legislation
in force. Section 610 was fully considered
and debated prior to enactment. The
carefully delineated lines it drew should
not be obliterated through a tax amend-
ment first offered on the floor. This is
especially clear since there is no evidence
that section 610 is defective in design or
in actual effect. There is no emergency
situation precluding careful considera-
tion of the ramifications of the rules
presently in effect. There is simply no
rational excuse for this type of back door
amendment of the tax laws to strike at a
recognized, legitimate exercise in political
participation.

In addition to its failure on the sub-
stantive level, the new Fannin amend-
ment would propose a highly punitive
remedy. As proposed, an organization
could totally lose its tax exemption for
any violation, whether major or minor,
accidental or deliberate. The tax com-
mittees of both Senate and House have
recognized that loss of exemption is not
an appropriate or an effective sanction.
In many cases, the penalty is too harsh—
a minor inadvertent violation can cause
loss of exemption with disastrous conse-
quences. In other cases, the same sanc-
tion—loss of exemption—may be totally
ineffective because some organizations
will owe no tax even if exemption is lost.
To impose a sanction of this kind without
adequate study is to risk crippling or
destroying certain categories of exempt
organizations while imposing only a
trivial or Ineffective sanction against
another,

In sum, amendment No. 303 is without
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a redeeming feature. It does not serve the
avowed purposes of H.R. 13270—the at-
tainment of equity in our tax statute and
the closing of loopholes. It would replace
a relatively even-handed process for the
regulation of group political activity with
one that favors the business community
and the wealthy, and specifically dis-
favors labor unions, Its avowed purposes
have been shown to be without support
in reason or law. It has not been sub-
jected to the close scrutiny that is man-
datory for a major place of legislation
which touches on basic political and con-
stitutional rights., It is an attempt to
amend a section of the Criminal Code
through the back door of tax reform. It
embodies a harsh and unsound remedial
scheme. Amendment No. 303 should
therefore be rejected.

Mr. FANNIN. Mr. President, is the
Senator willing to yield back his time?

Mr. MILLER. Mr, President, will the
Senator yield to me so that I may ask a
question?

Mr. FANNIN. I yield.

Mr. MILLER, Mr. President, the Sena-
tor from Minnesota indicated that this
amendment would stop the League of
Women Voters from registration drives.
It is my understanding that the League
of Women Voters sets up a special foun-
dation for the purpose of organizing
voter registration drives. As I understand
the amendment by the Senator from
Texas (Mr. YarsoroucH) that was
adopted the other day, the use of funds
by a foundation for voter registration
drives is not interfered with.

Mr. MONDALE. I think the Senator's
understanding is incorrect. Where the
assets of a tax-exempt organization,
including staff, are used for the pur-
poses mentioned, for voter registration,
the tax-exempt status of the organiza-
tion is to be terminated.

Mr. President, I yield back my time.

Mr. FANNIN. I yield back my time.

The PRESIDING OFFICER. All time
on the amendment has been yielded back.
The question is on agreeing to the
amendment of the Senator from Ari-
zona. On this question, the yeas and nays
have been ordered, and the clerk will call
the roll.

The assistant legislative clerk called
the roll.

Mr. COOPER (after having voted in
the negative) . Mr. President, on this vote,
I have a pair with the distinguished Sen-
ator from Arizona (Mr. GOLDWATER), If
he were present and voting, he would
vote “yea'; if I were permitted to vote,
I would vote “nay.” Therefore, I with-
draw my vote.

Mr. ALLOTT,. Mr. President, on this
vote I have a pair with the junior Senator
from Colorado (Mr. Dominick). If he
were present and voting, he would vote
“yea.” If I were permitted to vote, I
would vote “nay.” I therefore withhold
my vote.

Mr. BAKER (after having voted in the
affirmative). Mr., President, on this vote
I have a live pair with the distinguished
senior Senator from Missouri (Mr, SymM-
iNGTON) . If he were present and voting,
he would vote “nay.” If I were permitted
to vote, I would vote “yea.” Therefore,
I withdraw my vote.

Mr. HRUSKA (after having voted in
the affirmative). Mr. President, on this
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vote I have a pair with the senior Senator
from Louisiana (Mr. ELiEnpEr). If he
were present and voting, he would vote
“nay.” If I were permitted to vote, I
would vote “yea.” Therefore, I withdraw
my vote.

Mr. KENNEDY. I announce that the
Senator from New Mexico (Mr. ANDER-
son), the Senator from Montana (Mr.
MeTcaLy) , and the Senator from Missouri
(Mr, SymINcTON) are necessarily absent.

I further announce that the Senator
from Alabama (Mr, ALLEN), the Senator
from Nevada (Mr, CAnNON), and the Sen-
ator from Louisiana (Mr. ELLENDER) are
absent on official business.

I further announce that, if present and
voting, the Senator from Alabama, (Mr.
ALLEN), the Senator from Nevada (Mr.
Cannon), and the Senator from Montana
(Mr. MeTcaLr) would each vote “nay.”

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr, GOLDWATER)
is absent on official business,

The Senator from South Dakota (Mr.
MunpT) is absent because of illness,

The Senator from Colorado (Mr. Dom-
iNick) and the Senator from Alaska (Mr.
STEVENS) are necessarily absent.

The respective pairs have been previ-
ously announced as follows: The Senator
from Tennessee (Mr. Baxer) and the
Senator from Missouri (Mr. SYMINGION) ;
the Senator from Kentucky (Mr, COOPER)
and the Senator from Arizona (Mr.
GoLpWATER) ; The senior Senator from
Colorado (Mr, Arrorr) and the junior
Senator from Colorado (Mr. DoMINICK) ;
and the Senator from Nebraska (Mr.
Hruska) and the Senator from Louisiana

(Mr. ELLENDER) .
The result was announced--yeas 27,
nays 59, as follows:

[No. 183 Leg. |
YEAS—27

Griffin
Gurney
Hansen
Holland
Hollings
Jordan, N.C.
Jordan, Idaho
MecClellan
Miller

NAYS—59

Hartke
Hatfleld
Hughes
Inouye
Jackson
Javits
Kennedy
Long
Magnuson
Mansfleld
Mathias
MeCarthy
McGee
McGovern
McIntyre
Mondale
Montoya
Moss
Muskie
Nelson

PRESENT AND GIVING LIVE PAIRS, AS
PREVIOUSLY RECORDED—4
Allott, against.
Baker, for.
Cooper, against,
Hruska, for.
NOT VOTING—10

Ellender Btevens
Goldwater Symington

Bellmon
Bennett
Byrd, Va.
Cotton
Curtis
Dole
Eastland
Ervin
Fannin

Murphy
Pearson
Russell

Saxbe

Stennis
Thurmond
Tower
Williams, Del.
Young, N. Dak.

Packwood
Pastore

Pell

Percy

Prouty
Proxmire
Randolph
Ribicofl
Schweiker
Scott

Smith, Maine
Smith, Ill.
Sparkman
Spong
Talmadge
Tydings
Williams, N.J,
Yarborough
Young, Ohio

Allen
Anderson
Cannon Metcalf
Dominick Mundt

So Mr. Fannin's amendment was re-
jected.
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Mr. MANSFIELD. Mr. President, I
move to reconsider the vote by which
the amendment was rejected.

Mr. MONDALE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. MANSFIELD. Mr. President, for
the information of the Senate and in
response to a query, hefore I received
recognition, from the distinguished Re-
publican leader, we have come to a joint
conclusion that it might be better to have
the vote just cast be the last rolleall
vote for today. If there is any amend-
ment which can be passed on a voice
vote, fine and dandy, but I know of no
amendment of that nature at this time,

Mr. SCOTT. Mr. President, if we could
have a limitation of time on the pend-
ing amendment, I would like to have
that.

Mr. MANSFIELD. Yes. I understand
that the distinguished Senator from
Tennessee (Mr. Gore) and the distin-
guished Senator from Delaware (Mr.
WiLLiams), who are the cosponsors of
an amendment which will soon be of-
fered, are agreeable to a 40-minute time
limitation, the time to be equally di-
vided between the Senator from Tennes-
see, or whomever he may designate, and
the distinguished chairman of the com-
mittee.

ORDER FOR ADJOURNMENT TO
10 AM. TOMORROW

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that when the Senate
completes its business tonight, it stand in
adjournment until 10 o’clock tomorrow
morning.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDER FOR TRANSACTION OF
ROUTINE MORNING BUSINESS
TOMORROW

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that there be a brief
period for the transaction of morning
business at the conclusion of the prayer
on tomorrow morning,

The PRESIDING OFFICER. Without
objection, it is so ordered.

LEGISLATIVE PROGRAM

Mr. MANSFIELD. Mr. President, if we
are successful in passing the tax reform
bill tomorrow, it is the anticipation of
the leadership to take up the Distriet of
Columbia appropriations bill, the foreign
aid authorization bill, and the Depart-
ment of Transportation appropriations
bill later in the week., There is another
bill that I cannot think of at the moment,
but there will be plenty of business to
transact.

Mr. MAGNUSON, Mr. President, we
will have a subcommittee meeting on the
Department of Health, Education, and
Welfare bill at 2 o’clock tomorrow and
a full committee meeting on Thursday.
The bill will have to be printed in the
meanwhile, We ought to have that ready
to report by FPriday. We might have a
vote on Monday.
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COMMITTEE MEETINGS DURING
SENATE SESSION TOMORROW

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Committee
on Agriculture and Forestry be author-
ized to meet during the session of the
Senate tomorrow.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. McINTYRE. Mr. President, I ask
unanimous consent that the Subcom-
mittee on Small Business of the Com-
mitee on Banking and Currency be au-
thorized to meet during the session of
the Senate tomorrow.

The PRESIDING OFFICER. Without
objection, it is so ordered.

TAX REFORM ACT OF 1969

The Senate continued with the con-
sideration of the bill (H.R. 13270), the
Tax Reform Act of 1969.

AMENDMENT NO. 389

Mr. GORE. Mr. President, I call up my
Amendment 389 and ask that it be
stated.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to state the amendment.

Mr. GORE. Mr. President, I will not
ask at this time that the amendments be
considered en bloc. Some Senators have
indicated that they would like to have a
division of the question, However, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered; and the
amendment will be printed in the
REcorbp,

The amendment, ordered to be printed
in the Recorb, reads as follows:

Page 384, lines 7 and 8, strike out “and
Rehabilitation Property”.

Page 384, line 9, strike out “{m)" and in-
sert “(1)".

Page 384, line 11, strike out “subsections”
and insert “subsection”.

Page 886, lines 18 and 19, strike out
“{within the meaning of subsection (k) (3)
(C))".

Page 389, line 2, after the period insert
closing quotation marks,

Page 389, beginning with line 3, strike out
all through line 5, page 391.

Page 304, beginning with line 10, strike out
all through line 2, page 395, and redesignate
succeeding subsections.

Page 307, line 13, strike out “(b), (), and
(k)" and insert “(b) and (J)".

Page 432, beginning with line 4, strike out
all through line 2, page 454 (sections 704,
705, and 706 of the committee amendment)

UNANIMOUS-CONSENT AGREEMENT

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that at the conclu-
sion of morning business tomorrow,
there be a time limitation on the pend-
ing amendment of 40 minutes, the time
to be equally divided between the dis-
tinguished Senator from Louisiana (Mr.
Lone and the distinguished Senator
from Tennessee (Mr, GORE),

Mr., GORE. Mr. President, the time is
to begin on tomorrow. I will make some
remarks tonight.

Mr., MANSFIELD., The Senator is
correct.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. GORE. Mr. President, I ask for
the yeas and nays on the amendment.

The yeas and nays were ordered.

The unanimous-consent agreement,
later reduced to writing, is as follows:

Ordered, That, on Tuesday, December 8,
1969, following the routine morning busi-
ness, further debate on the Gore amendment
(No. 389) to H.R. 13270, the tax reform bill,
shall be limited to 40 minutes, to be equally
divided and controlled by the Senator from
Tennessee (Mr, Gorg) and the Senator from
Loulsiana (Mr, LoNG).

ONE MILLION DOLLARS GIVEN TO
STUDENT REVOLUTIONARIES

Mr. THURMOND, Mr. President, the
Chicago Tribune has performed a no-
table public service in exposing the in-
credible story that the Department of
Health, Education, and Welfare has
made grants totaling more than a mil-
lion dollars to an avowedly revolutionary
student organization. Although the
grants supposedly were for a “health
survey,” some of the individuals involved
helped organize the 1968 riots during the
Democratic National Convention in
Chicago.

According to the Tribune, a total of
$739,816 was given to this group, the so-
called Student Health Organization,
under the Johnson administration. This
year the Government approved $254,800
for the same group.

The Tribune says that the latest issue
of the SHO newsletter is dedicated to Ho
Chi Minh, It idolizes Che Guevara, Mao

Tse-tung, and Eldridge Cleaver. An ar-
ticle in the newsletter states its policy as
follows:

We feel that it is absolutely critical to sup-
port third world liberation struggles in the
mother country. To not do so would be an
open form of racism. This means clear and
real supoprt of the NLF and the Peoples’
Revolutionary Government of Viet Nam.

Mr. President, to make matters worse,
there were no guidelines set down by
the Government. The only requirement
was that the money be fuinneled through
a hospital or medical group. These revo-
lutionaries were allowed to do what they
pleased in this so-called survey. No
trained research personnel were hired.
Professional methods of interviewing
were ignored.

Mr. President, this grant appears to
be nothing more than a form of subsidy
for student revolutionaries. It is a method
which someone has worked out to pay
the revolutionaries while they are en-
gaged in planning riots and mayhem.
The immediate question is: Who devised
this program? Who is responsible for
approving it? I call upon Secretary Finch
to investigate this situation immediately,
and to take appropriate steps. HEW is
a big department. I can understand how
the Secretary may not have been aware
of the exact nature of a $250,000 grant
to a continuing program. However, the
facts suggest that whoever devised the
program under the Johnson administra-
tion may still be in positions of respon-
sibility. This is a gross distortion of
HEW's mission, and a perversion of our
responsibility to the taxpayers. I hope
that the Seeretary will report to the peo-
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ple immediately on this topic, because
I know that Congress will not delay long
in studying this situation itself.

Mr. President, I ask unanimous con-
sent that the articles from the Chicago
Tribune, “Radicals Given $1 Million,”
December 7, 1969, and “How U.S. Pay
Aided 1968 Rioters,” December 8, 1969,
be printed in the RECORD.

There being no objection, the articles
were ordered to be printed in the Recorbp,
as follows:

[From the Chicago Tribune, Dec. 7, 1969]
RapICcALS GIVEN $1 MmnLioNn—HEW FuUNDS

SurvEYS OF HEALTH NEEDS—GROUP OPENLY

Backs REDS

(By Ronald Koziol)

A student group which openly supports
the Communist party has received more than
one million dollars in federal funds in the
last two years, a Tribune investigation has
disclosed.

The group is the Student Health organiza-
tion (S.H.0.), which has described itself in
news letters as “a refuge for the left-of-cen-
ter health student activists.”

MONEY FRON HEW

It received the money from the depart-
ment of health, educa.ion, and welfare to
conduct surveys of health needs in Chicago
and six other cities.

In Chicago, $183,953 was spent on the sur-
vey which was conducted ir the summer of
1968. Other cities or areas surveyed included
New York, Philadelphia, Colorado, and
southern California. A total of $739,816 was
given to five medical centers in the name of
the 8. H. O. to perform the surveys.

Money given to the S. H. O. during the
Johnson administration continued to be
funneled to the organization since Presi-
dent Nixon took office. This year, the govern-
ment approved $254,800 for the S. H. O. to
conduct similar surveys In Wisconsin and
northern New England.

DEDICATED TO HO

The latest issue of the 5. H. O. news letter
is dedicated to the memory of North Viet-
namese Communist leader Ho Chi Minh.

ST. LUKE'S IN CHICAGO

In Chicago, Presbyterian-St. Luke's hos-
pital assumed the responsibility for the fed-
eral funding contract. Dr. Joyce Lashoff
served as adviser to the group.

Its cover shows a picture of Che Guevara,
slain Cuban revolutionary, and it quotes
favorably Mao Tse-tung, Red Chinese leader,
and Eldridge Cleaver, self-exiled leader of
the militant Black Panther party.

It also carries obscene cartoons critical of
the military and the war in Viet Nam, and
a favorable story on “Cuba's Revolutionary
Medicine.” One article attacks American lib-
erals, such as Mayor John Lindsay of New
York, and Walter Reuther, president of the
United Auto Workers union.

Another article by the 8. H. O. national
service center staff, which formerly had of-
fices at 2024 N, Halstead St., spells out the
strategies and policies of the organization.
It states:

“We feel that it is absolutely crucial to
support third world liberation struggles in
the mother country. To not do so would be
an open form of racism. This means clear
and real support of the NLF (Natlonal Lib-
eration Front) and the Peoples' Revolution-
ary Government of Viet Nam.

CREATING MANY VIETS

“It means not only relating to the anti-
war movement, but also relating to the
strategy of creating ‘one, two, three, many
Viet Nams.’

“We should try to understand, relate to,
and work with other revolutionary groups.
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This would mean that we should start work-
ing closer with the largest of these organi-
zations, the Students for a Democratic
Soclety."

Government officials said the survey proj-
ects were devised, organized, and directed by
8. H. 0. members. The only federal require-
ment was that money for the surveys chan-
neled thru medical schools or hospitals.

“I belleve the survey got across what was
required and that the contract was fulfilled,”
Dr. Lashoff said. “The government's regional
medical program felt the survey could be
helpful in identifying certain programs.”

She sald students studying medicine, nurs-
ing, law. and social work were employed in
the 10-week program.

Bryan Lovelace, assistant director of the
Illinois Regional Medical program of HEW
said he did not know anything about the
survey report. However, Marilyn Voss, a pub-
lic information specialist in the office, said
that the report is in the process of being
printed.

STUDIED BY 24 DEANS

When it is printed, the survey will be
studied by 24 deans of medical schools and
teaching hospitals which compose the board
of the regional medical program, she said.

Officials in Washington contend that the
surveys have turned up information that
would not otherwise be available. One official
in the health services and mental health
administration sald ‘‘the regional medical
programs will know how to use the survey
information.”

It was also noted in a lengthy Washington
report on the summer health project surveys
that “it was readily obvious that such in-
formation could not be obtained thru tradi-
tional channels [formal surveys].”

PERTURBED BY AMBIGUITY

In the 8. H. O, survey report, which was
obtained for study by THE TRIBUNE, it is
noted that “many students conducting the
survey were perturbed by the ambiguity of
their roles and complained that they did not
know exactly what to do.”

The report continued, “Part of this uncer-
tainty was due to the deliberate attempt by
the stafl to avoid stifling student’s creativity
by a strict guldelining of their roles, thinking
that the summer's experience would be more
productive If students were independent to
design their own activity.”

Another chapter in the survey deals with
interviews conducted in the Pilsen com-
munity by 8. H. O. members. It was pointed
out that students selected persons to be in-
terviewed by chance and haphazardly. Ac-
cording to the report:

“We would walk thru the streets of the
area and approach anyone we saw who was
out on the sidewalk or on their front porch
and appeared not to be doing anything press-
ing. We would then present ourselves.

INEXPERIENCE AND RELUCTANCE

“Our reasons for not using a more rigorous
sampling procedure was our inexperience and
our reluctance to engage in house-to-house
canvassing."”

Altho the survey report was to concern it-
self with health needs, it also devoted a sec-
tion to attacking the Rev. Francis Lawlor and
his southwest side block clubs.

""We do not wish to discount blatant racism
as a force in the community,” it said. “There
are John Birchers, white supremacists, and
nazis in some neighborhoods, but most of the
people subscribe to the tried and true racial
misconceptions pervasive in America.”

Miss Voss said that the 8. H. O, survey was
responsible for the opening of a free inner-
city medical clinic on the west side in an
area which has had little previous medical
care, The clinic was opened in September
with a government grant of $71,400.

The survey also proposed several amend-
ments to the state's medical asslstance pro=
grams,
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[From the Chicago Tribune, Dec. 8, 1969]

How U.S. PaY Amnep 1068 RroTERs—FouUr Srou-
DENTS GET WaAGES 1IN HEALTH SBTUDY—THEY
Hevrp PusH Crry DISORDERS

(By Ronald Kozlol)

Four student radicals helped organize
demonstrations against the Democratic na-
tional convention last year while being paid
by the federal government to conduct a
health survey In the clty, THE TriBUNE has
learned.

The four are listed as members of the Stu-
dent Health Organization [8.H.O.]. THE TriB-
UNE disclosed yesterday that the 8.H.O. re-
celved more than 1 million dollars in federal
funds in the last two years, altho it openly
supports the Communist party in Viet Nam
and thruout the world.

CLOSELY LINKED TO S.D.8.

8.H.0. 15 closely linked to the Students for
a Democratic Society [8.D.5.] and other radi-
cal and militant groups which have staged
riots in Chicago at the 1968 convention, and
in October, and last month In Washington.

The four are Marsha Steinberg, Barbara
Britts, Mark Simons and James Pinney, Miss
Btelnberg was indicted by a county grand
Jury on charges of mob action and aggravated
battery stemming from the Sept. 24 disturb-
ances and attacks on police near the Federal
building,

She has also been charged with mob action
and disorderly conduct as a result of the
8D.8.-Weatherman faction rampage thru
the near north side on the night of Oct. 8.

Miss Steinberg and Pinney are listed in the
survey report as area coordinators. In this
capacity they received a salary of $1,200 for
the 10 weeks the survey was in progress. Miss
Britts and Simons were particlpants in the
survey-taking and received $90 a week for
10 weeks.

Investigators said that during the conven-
tion week Miss Steinberg was observed in
several demonstrations and was also active in
recruiting S.H.O. members into the 8.D.8.

WRITES POSITION PAFER

Pinney is a leader of the R.Y.M. IT or
Revolutionary Youth Movement faction of
the 5D.S. He was repeatedly seen during
convention week at one of the SD.S, prime
movement centers at the Church of the
Three Crosses, 1900 Sedgwick st.

Pinney recently wrote a position paper
with four other activists which stated that
R.YM. II should form a Marxist-Leninist
organization. The paper noted:

“We must prepare ourselves and the
masses for an armed struggle. People in our
organization should be prepared to defend
themselves and to use all the weapons neces-
sary for revolutionary struggle.”

NEGOTIATORS FOR COMMITTEE

The names of Miss Britts and Simons ap-
pear In testimony presented to the House
internal security committee in hearings in
October, 1968, during its probe into the con-
vention week disorders.

Simons was a negotiator for the National
Mobilization Committee to End the War in
Viet Nam, the chief planners of the conven-
tion week disruptions. In his role as a nego-
tiator, Simon met with city officlals in an
attempt to obtain permits for different
demonstrations.

Evidence was introduced at the hearings
showing that S8imons attended a planning
meeting of the mobilization committee in
early August, 1968.

PAID DURING RIOTS

Also in attendance at the planning sesslon
was Miss Britts, who served as the liaison
between the SH.O. and the Medical Com-
mittee on Human Rights, a group that fur-
nished medical aid to convention week
rioters.

Investigators said she played an active role
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in organizing first ald statlons and mobile
first ald teams, and in tralning marshals in
first aid.

Dr. Joyce Lashoff, of Presbyterlan-St.
Luke’s hospital who served as faculty adviser
for the 1968 survey said records showed that
the four students were pald for the entire
summer, including the months of July and
August and during the convention week
riots.

Presbyterlan-5t. Luke’'s hospital assumed
responsibility for the federal funding for the
survey in Chicago. The department of
health, education and welfare in making the
money available for the S.H.O., insisted that
it be channeled thru a hospltal or medical
group.

The S.H.O, role in the convention week
disorders was brought out in the congres-
slonal testimony by James L. Gallagher, an
investigator for the House committee.

SET UP STATIONS

Gallagher In a memo to the Cleveland
chapter of 8.H.O. noted that its responsibil-
ity In convention week would be to set up
first aid stations and give medical attention
to injured persons in jail. Medical supplies
would also be collected in Cleveland in the
preconvention period. He sald:

“This I think is noteworthy because it im-
plies an intention of creating a confronta=-
tion. Its members were informed that a cam-
era crew would be set up to take pictures
of alleged police brutality and arrests in
Chicago.”

The Tribune disclosed yesterday that
S5.H.O, chapters in New York City, Philadel-
phia, Colorado, California, Wisconsin, and
New England received government funds to
conduct health surveys.

MANAGEMENT OF FISH AND RESI-
DENT WILDLIFE ON FEDERAL
LAND

Mr. MANSFIELD, Mr. President, I ask
unanimous consent that the pending
business be temporarily laid aside and
that the Senate turn to the consider-
ation of Calendar No. 546, S. 1232, which,
to the best of my knowledge, has been
completely cleared all the way around.

The PRESIDING OFFICER. The bill
will be stated by title.

The LecisrtaTivEé CLERK. A bill (8.
1232) to declare and determine the
policy of the Congress with respect to
the primary authority of the several
States to control, regulate, and manage
fish and wildlife within their territorial
boundaries; to confirm to the several
States such primary authority and re-
sponsiblity with respect to the manage-
ment, regulation, and control of fish and
wildlife on lands owned by the United
States; and to specify the exceptions
applicable thereto; and to provide pro-
cedure under which Federal agencies
may otherwise regulate the taking of
fish and game on such lands.

The PRESIDING OFFICER. Is there
objection to the request of the Senatfor
from Montana?

There being no objection, the Senate
proceeded to consider the bill

Mr. MOSS. Mr. President, it is most
important that this bill be passed as it
will clarify and remove points of friction
between the Federal Government and
the various States on their role in the
management and protection of resident
fish and game on Federal lands.

Historically, the States, as successors
to the British Crown in America, have
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held and exercised the right to control
resident fish and game within State
boundaries. For a number of years, how-
ever, there has been a growing contro-
versy between the States and the Fed-
eral agencies as to who has the jurisdic-
tion over resident wildlife species on
Federal lands.

This bill would assign the primary au-
thority for the control, regulation, and
management of these species to the
States. The exceptions would be migra-
tory, endangered, and Indian, game and
fish. The bill would not, of course, dis-
turb the present rights and powers of
Congress to control and regulate the
taking of fish and wildlife under any
international treaty or convention of
which the United States is a party.

This measure was first proposed in the
90th Congress by Senator BrsrLe, with
similar legislation introduced by Senator
Fannin. Both bills were widely cospon-
sored. I was one of the cosponsors of the
Bible bill.

It was my privilege to conduct hear-
ings for the Senate Commerce Commit-
tee during the 90th Congress on both
bills in Washington, D.C., Salt Lake City,
Utah, and Miami, Fla. I am the prineipal
sponsor of the present bill, with Senators
BisLe, CanNow, and CHURCH as cospon-
sors. I also conducted hearings on this
bill in Cleveland, Ohio, in April of this
year,

In all of these hearings I have made
every effort to develop a complete and
detailed record, giving all interested
parties ample opportunity to testify. The
State fish and game commissioners have
all been contacted, and many of them
have appeared personally in behalf of
the bill. They unanimously endorsed its
principles in 1967. S. 1232 has been spe-
cifically endorsed by the National Gov-
ernor's Conference, and it is supported
by the International Assoclation of
Game, Fish, and Conservation Commis-
sloners.

The Wildlife Management Instifute,
the Izaak Walton League, and the Na-
tional Wildlife Federation appeared at
the hearings in support of S. 1232, al-
though they stated they were hopeful
that the differences between the State
and Federal agencies could be settled
through meetings of the aggrieved
parties.

However, the hearings have proved
rather conclusively that legislation is
needed to clarify the specific roles of
both the State and Federal governments,
and I feel that an irrefutable case was
made for the passage of this bill.

It will do what we all want to see
done—provide for the management of
our fish and game population in a way
that they can exist at the maximum
level with the forage, habitat and pro-
tection they must have.

I ask that the bill be passed.

The PRESIDING OFFICER. The bill
is open to amendment. If there be no
amendment to be proposed, the question
is on the engrossment and third reading
of the bill.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed, as follows:
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8. 1232

A Dbill to declare and determine the policy of
the Congress with respect to the primary
authority of the several States to control,
regulate, and manage fish and wildlife
within their territorial boundaries; to
confirm to the several States such pri-
mary authority and responsibility with
respect to the management, regulation,
and control of fish and wildlife on lands
owned by the United States; and to specify
the exceptions applicable thereto; and to
provide procedure under which Federal
agencies may otherwise regulate the tak-
ing of fish and game on such lands
Be it enacted by the Senate and House of

Representatives of the United States of

America in Congress assembled, That, as used

in this Act, the term—

(1) “fish and wildlife” means all verte-
brates (including mollusks and crustacea);

(2) “States” means the several States of
the United States;

(3) “land owned or controlled by the
United States” includes buildings, and struc-
tures, trees, crops, or any flora or plants
growing thereon;

(4) “department or agency of the United
States' means any department, agency, entity
or bureau, commission, or any other official
or body created by an Act of Congress having
charge over the management or control of
lands of the United States Government; and

(5) “State agency” means the depart-
ment, commission, agency, officer or official
which is authorized by State law or constitu-
tion to regulate, control or manage fish and
wildlife in such State, including an interstate
compact body authorized to regulate, control
or manage any fish or wildlife.

Sec. 2. The Congress of the United States
hereby recognizes—

(1) the necessity and importance of con-
servation programs of the several States in
the management, preservation, and regula-
tion of fish and wildlife therein;

{2) that under well-established law set
forth in many court decisions, including the
SBupreme Court of the United States, that
the authority to control, regulate, and man-
age fish and wildlife resides and rests in the
several States in trust for the benefit of their
people independent of jurisdiction over or
ownership of land and that it is the primary
duty of the States to conserve and protect
these resources;

(3) that unless the several States have the
unquestioned right and power to manage,
control, and regulate fish and wildlife within
their respective boundaries, the revenues
from the sales of licenses or permits now or
to be received by the States for the hunting,
taking, capturing or seizing of fish and wild-
life will be considerably diminished and con-
servation programs of the States seriously
impaired thereby;

(4) that Congress has in the past vested
certain departments or agencies, of the
United States with responsibilities to con-
serve and develop natural resources, includ-
ing fish and wildlife on certain federally
owned lands, but that such responsibilities
should be exercised in recognition of the
State’s authority with respect to fish and
wildlife; and

(5) that it is in the best interest not only
of the States but also of the Nation that the
States have the sole, exclusive, and undis-
puted legal right to manage, regulate, and
control fish and wildlife in accordance with
State laws and regulations notwithstanding
the ownership or control of the lands by the
Government of the United States within the
boundaries of the respective States.

The Congress further declares it to be in
the public interest that authority to control,
regulate, and manage all fish and wildlife
in or on any land or water within the terri-
torial boundaries of the respective States,
including lands owned or controlled by the
United States, continue to be vested in the
several States.

CONGRESSIONAL RECORD — SENATE

Sec. 3. The exclusive right and power of
the States to conserve, control, and manage
fish and wildlife in or on lands and waters
within their territorial boundaries for pub-
lic use and benefit in accordance with ap-
plicable State law, or subject to the provi-
sions hereof, recognized, confirmed, estab-
lished, assigned, granted, and transferred to
the respective States.

Sec. 4. This Act shall not be construed as
affecting the responsibilities and rights of
departments or agencies of the United States
to conserve and develop, subject to the pro-
visions of this Act, the natural resources,
including fish and wildlife, on lands owned
or controlled by the United States within
the territorial boundaries of any States or
as depriving the United States of the right
to protect and preserve its lands from de-
struction or depredation by wildlife to the
same extent and in the same manner per-
mitted to any owner of land by the laws of
the State in which such land is located.
There is hereby specifically reserved and ex-
cepted from the operation of this Act:

(a) All rights and powers of the Congress
of the United States to control and regulate
the taking of fish and wildlife under any
international treaty or convention to which
the United States is a party but only with
respect to those species of fish or wildlife ex-
pressly named in said treaties or conventions.

(b) Any Indian reservation and any right,
privilege or immunity vested In or reserved
to any Indian tribe, land, or community or
any individual Indian or any tribe, band, or
community of natives of Alaska, or any in-
dividual member thereof, with respect to
hunting, trapping or fishing or the control,
licensing or regulation thereof.

(c) All rights and powers of the United
States in and on areas over which the States
have ceded exclusive jurisdiction to the
United States.

(d) All rights and powers over any species
of fish and wildlife ceded or granted to the
United States by any State,

Sec. 5. No department or agency of the
United States shall promulgate or enforce
any rule or regulation with respect to the
taking of fish and wildlife within the several
States unless such rule or regulation is in
compliance with, and under authority of,
the laws and regulations of the State wherein
such rule or regulation is applicable,

Sec. 6. Notwithstanding anything con-
tained in any Act of the Congress or in any
rule or regulation promulgated by any Fed-
eral department or agency it is hereby de-
clared to be the intent of the Congress that
no provision of any Act shall be construed
or implemented in any manner as to displace,
preempt, or deprive the several States of their
primary and historically recognized authority
to control, regulate, and manage fish and
wildlife in or on any lands or waters within
their territorial boundaries, including all
lands and water owned by the United States
or in which the United States Government
has an interest.

Mr, MANSFIELD. Mr, President, I ask
unanimous consent to have printed in
the Recorp an excerpt from the report
(No. 91-551), explaining the purposes of
the measure.

There being no objection, the excerpt
was ordered to be printed in the Recorp,
as follows:

PURPOSE OF THE BILL

The purpose of 8. 1232 is to resolve a long-
standing controversy which has existed be-
tween the States and certain Federal admin-
istrators particularly within the Department
of the Interior concerning extent of Federal
authority over fish and resident wildlife on
federally owned lands. To many ohservers,
recent incidents indicate an alarming trend
toward Federal involvement in areas tradi-
tionally considered areas of State responsi-
bility and jurisdiction. Broad assertions of
Federal authority appear to be culminating
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in the notion that, unlike other landowners,
which land is owned by the U.S. Federal
administrators possess authority over wild-
life which is seemingly superior to State
authority. Federal administrators have thus
claimed authority to take wildlife in dis-
regard of State law, the only requirement ap-
parently being that a “Federal purpose” be
involved. The States have unanimously re-
jected such assertions, Attempts to arrive
at an administrative solution, though dili-
gently pursued, have not proved successful
with the result that an important facet of
this Nation's conservation effort, depending
in large measure on close Federal-State co-
operation, has been measurably impaired. It
is the purpose of S. 1232 to resolve this
dispute by legislation confirming the .his-
toric patterns that have evolved in this
country in connection with fish and resident
wildlife and to require that, with certain
exceptions, taking of fish and resident wild-
life on federally owned lands be accom-
plished within the framework of State law.

It is not the purpose of S. 1232 to open
Federal lands to public hunting or fishing
where such is not now permitted. The bill in
no way affects the authority of Federal ad-
ministrators to limit or prohibit altogether
hunting and fishing on Federal lands if such
limitation or prohibition has been otherwise
aulhorized by Congress. Nor does the bill altar
the authority of Federal administrators, if
otherwise authorized, to manage fish and
wildlife habitat on its lands. The bill instead
confirms the primary role of the States with
respect to fish and resident wildlife within
their borders and requires that taking of fish
and resident wildlife, whether by the public
or by Federal personnel in pursuance of a
Federal project, be accomplished in com-
pliance with State law.

As stated above, this legislation is an at-
tempt to resolve the controversy which has
existed over whether Federal activities in
connection with the wildlife resource on
lands owned by the United States should be
carried on within the framework of State
law. The bill, 8. 1232, and its predecessor, 5.
2051, were introduced with the sponsorship
of the International Association of Game,
Fish, and Conservation Commissioners, an
assoclation of the fish and game agencies of
all 50 States.

-
SECTION-BY-SECTION ANALYSIS

Section 1 contains definitions of various
terms utilized in the bill,

Section 2 contains congressional findings
recognizing the importance of the programs
of the States in the management, preserva-
tion, and regulation of fish and wildlife
within their borders; that primary authority
to manage fish and wildlife resides in the
States in trust for the benefit of their people
independent of jurisdiction over or ownership
of land; that it is essential to the conserva-
tion programs of the States that primary au-
thority over wildlife not be eroded and that
the responsibilities of Federal departments
and agencles with respect to conservation
and development of natural resources, in-
cluding fish and wildlife on federally owned
lands, should be exercised in accordance with
State laws and regulations.

Section 3 recognizes and confirms to the
States the exclusive right and power to con-
serve, control, and manage fish and wildlife
within their territorial boundaries for public
use and benefit in accordance with applicable
State law.

Section 4 would make clear that the bill is
not intended to affect the responsibilities and
rights of departments and agencies of the
United States to conserve and develop natural
resources, including fish and wildlife, on fed-
erally owned lands but that such rights and
responsibilities should be exercised in accord-
ance with State law. This section also re-
fers to the rights of the United States to pro-
tect and preserve its lands from destruction
or depredation by wildlife, Thus Federal de-
partments or agencies may protect lands ad-
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ministered by them from injury caused by
overabundant or harmful populations so long
as destruction of fish and wildlife for this
purpose is accomplished in the manner pre-
scribed by State law.

Section 4 also excepts from operation of the
bill four situations where other rights with
respect to fish and wildlife within a State’s
territorial boundaries are superior to those of
the States: (a) rights and powers of Congress
under international treaty or convention;
(b) rights, privileges or immunities vested in
or reserved to Indian tribes, bands or com-
munities or an Individual thereof or vested
in or reserved to any tribe, band, or com-
munity of natives of Alaska or an individual
thereof pursuant to Federal statute or treaty;
(c) rights and powers of the United States in
and on areas wherein the Federal Govern-
ment exercises exclusive jurisdiction; (d)
rights and powers over any species of fish and
wildlife ceded or granted to the United States
by any State.

Sectlon 5 prohibits the promulgation by
any department or agency of the United
States of any rule or regulation concerning
the taking of fish and wildlife within the sev-
eral States unless in compliance with and
under authority of State law and regulation.
This section recognizes that Federal depart-
ments and agencies may adopt their own
regulations concerning taking of fish and
wildlife on federally owned lands so long as
such regulations are not in viclation of State
law.

Sectlon 6 provides that no act of Congress
or any rule or regulation promulgated by a
Federal department or agency shall be con-
strued or implemented so as to displace, pre-
empt or deprive the States of their primary
authority to control, regulate, and manage
fish and wildlife within their territorial
boundaries.

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr, Hackney, one of its
reading clerks, announced that the
House had disagreed to the amendments
of the Senate to the bill (H.R, 14751)
making appropriations for military con-
struction for the Department of Defense
for the fiscal year ending June 30, 1970,
and for other purposes; agreed to the
conference asked by the Senate on the
disagreeing votes of the two Houses
thereon, and that Mr. Sixes, Mr, Mc-
FaLy, Mr. PaTTEN, Mr, Lonc of Maryland,
Mr. MasoN, Mr. CEDERBERG, Mr., JONAs,
Mr. Tarcorr, and Mr. Bow, were ap-
pointed managers on the part of the
House at the conference.

S. 3219—INTRODUCTION OF A BILL
TO PROVIDE FOR SPECIAL PROJ-
ECT GRANTS FOR THE PROVISION
OF FAMILY PLANNING SERVICES

Mr, JAVITS. Mr. President, I send to
the desk a bill which implements the
administration’s message delivered here
today on family planning services, I in-
troduce the bill for myself and the Sen-
ator from Colorado (Mr, DOMINICK),
who is the ranking minority member of
the Subcommittee on Health, and the
Senator from Vermont (Mr. ProuTY).

The bill inaugurates—I want very
much to see it passed—a program of
family planning services throughout the
United States, but without making it as
a condition of the receipt of any wel-
fare or other acceptance or in any co-
ercive way requiring or compelling any
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person to have the benefit of these serv-
ices. I ask unanimous consent that the
bill be printed in the REecorb.

The PRESIDING OFFICER. The bill
will be received and appropriately re-
ferred; and, without objection, the bill
will be printed in the REecorp.

The bill (S. 3219) to amend the Pub-
lic Health Service Act to provide for
special project grants for the provision
of family planning services and related
research, training, and technical assist-
ance, introduced by Mr. JaviTs (for him-
self, Mr. DomiNick, and Mr. ProuTY),
was received, read twice by its title, re-
ferred to the Committee on Labor and
I_‘ublic Welfare, and ordered to be printed
in the Recorp, as follows:

S. 3219

A bill to amend the Public Health Service
Act to provide for special project grants
for the provision of family planning serv-
ices and related research, training, and
technical assistance

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That this
Act may be cited as the “Family Planning
Services Amendments of 1069".

Sec. 2, Part B of title III of the Public
Health Service Act (42 U.S.C. 243 et seq.)
is amended by adding after section 315 the
following section:

“FAMILY PLANNING SERVICES

“Sec. 316.(a) (1) The Secretary is author-
ized to make grants to or contracts with
public or nonprofit private agencles, institu-
tions, and organizations for projects for the
provision of family planning services. Except
in cases in which the Secretary determines
a higher percentage 1s necessary to carry out
the purposes of this section, no such grant
or contract may provide for payment hereun-
der of more than 90 per centum of the cost
of the project.

“(2) Grants may be made and contracts
entered into under this subsection only upon
assurance satisfactory to the Secretary that:

“{A) priority will be given in the fur-
nishing of such services to persons from low-
income familles;

“(B) no charge will be made for services
provided under the project to any person
from a low-income family except to the ex-
tent that payment will be made by a third
party (including a government agency)
which is authorized or is under legal obliga-
tion to pay such charge;

“(C) acceptance of any service provided
under the project will be voluntary on the
part of the person to whom such service is
offered and will not be a prerequisite to
eligibility for or receipt of any other serv-
ice or to assistance from or participation In
any other program or project of the grantee;

“(D) there will be appropriate coordina-
tion of services provided under the project
with, and utilization of, other related Fed-
eral, State, or local health or welfare pro-
grams; and

“(E) the project will comply with such
other terms and conditions as the Secretary
may prescribe to carry out the purposes of
this section,

(b) The Secretary is authorized to make
grants to public or nonprofit private agen-
cles, Institutions, and organizations, and
contracts with public or private agencies,
institutions, or organizations, for graduate
or specialized training of physiclans, nurses,
other health personnel, social work person-
nel, and subprofessionals to improve their
ability to provide family planning services
and to do so more effectively.

“(e) The Secretary s authorized to make
grants to public or nonprofit private agen-
cles, institutions, and organizations, and
contracts with public or private agencles,
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institutions, or organizations, for projects for
research into or demonstration of new or
improved techniques for the delivery of fam-
ily planning services, with particular atten-
tion given to development of methods or
technigues for making such services availabla
to persons from low-income familles,

“(d) For purposes of this section, what
constitutes a low-income family shall be de-
termined in accordance with criteria pre-
scribed by the Secretary.

“(e) The Secretary is authorized to pro-
vide, or to make contracts for the provision
of consultative services and technical assist-
ance to public or nonprofit private agencies,
Institutions, and organizations providing or
planning to provide family planning serv-
ices.

“(f) Payments under this section pursuant
to a grant or contract may be made (after
necessary adjustment, in the case of grants,
on account of previously made overpayments
or underpayments) in advance or by way
of reimbursement, and on such conditions,
as the Secretary may determine.

“(g) (1) There are authorized to be ap-
propriated for the fiscal year ending June
30, 1871 and each of the next 4 fiscal years
such sums as may be necessary for grants
and contracts under this section.

“(2) Such portion of any appropriation
pursuant to paragraph (1) as the Secretary
may determine, but not exceeding 1 per
centum thereof, shall be available for evalu-
ation by the Secretary (directly or by grants
or contracts) of the program under this
section.

“(h) The Secretary shall submit to the
President and the Congress annually a report
on the activities of the various executive
departments in the field of family planning
services, including his estimate of the extent
to which the purposes of this section are be-
ing carried out.”

REQUEST FOR AUTHORIZATION FOR
THE COMMITTEE ON THE JUDI-
CIARY TO MEET TOMORROW—
OBJECTION

Mr. BAYH. Mr. President, I have been
in discussion with the distinguished
chairman of the Committee on the Ju-
diciary, and as a result of that conversa-
tion, and with his blessing, I ask unani-
mous consent that the Committee on
the Judiciary be permitted to meet to-
morrow during the forenoon period.

The PRESIDING OFFICER. Is there
objection?

Mr. THURMOND. Mr. President, the
tax bill will still be up tomorrow, as I
understand, and I would like to be on
the floor as much as I can, and I would
object to the committee meeting while
the Senate is in session.

Mr. BAYH. Mr. President, the Senator
from South Carolina has every right to
object, but I think the Recorp should
show that the subject matter which all
members of the committee realize is
going to be discussed tomorrow is elec-
toral reform. This measure has been the
pending order of business before the Ju-
diciary Committee since before the fall
recess—in other words, since the middle
of August.

As the primary sponsor—not the only
sponsor—of that measure in the com-
mittee, I have tried my best to assume a
position which would permit the flow of
business through that commitiee and
permit as much convenience to every
Senator as possible. But I think the rec-
ord should show that the same criteria
which the Senator from South Carolina




December 8, 1969

used to prevent this commitiee from
meeting and to prevent electoral reform
from being discussed in the committee
applied today. It applied Saturday. This
is not the first time that efforts have
been made to prevent the Judiciary Com-
mittee from discussing this important
maftter.

The fact is that the President of the
United States has heartily endorsed elec-
toral reform. The fact is that, by a vote
of 339 to 70, the House of Representa-
tives passed an electoral reform measure.
I think it is most unfortunate that the
Senate and the Judiciary Committee do
not have a chance to work their will on
this proposed legislation.

Mr. THURMOND. Mr. President, the
electoral college reform bill would change
the entire structure of this Government,
and when that bill comes before the
Judiciary Committee, I want o be there,
and I want to be there every minute. The
Senate is now working on a very impor-
tant tax bill. A Senator cannot be in two
places at once.

The distinguished Senator from In-
diana went off to India for 3 weeks. If he
was so interested in the electoral college
reform bill, he could have stayed here
and tried to have gotten it up at that
time.

I do object to the committee meeting
while the Senate is in session, and I re-
iterate my position in that matter.

Mr. BAYH. I think it is most unfor-
tunate that the Senator from South
Carolina suggested in any way, without
directly alleging, as he did, that my
membership in the congressional dele-
gation to the IPU Conference was re-
sponsible for this matter not being con-
sidered. The fact is that it is patently un-
true, and the Senator from South Caro-
lina knows that, or ought to know it, be-
cause the agreement that was reached
before the recess specified exactly what
order of business would be considered.
This is not the case. The fact is that the
Senator from South Carolina is opposed
to this measure and is using his rightful
opportunity—I certainly respect if.

Mr. BAYH subsequently said: Mr.
President, I would like to state for the
Recorp that the Senator from Indiana
in no way was suggesting that the senior
Senator from South Carolina was taking
unfair advantage of his parliamentary
right. Indeed, I think he had a right to
do what he did.

If this is the way the game is played,
perhaps some of the rest of us should take
advantage of this opportunity. I do not
like to do that.

The senior Senator from South Caro-
lina was not interested enough in the tax
bill this morning to prevent the commit-
tee from meeting in connection with an
important drug bill; and he was not in-
terested enough in the tax bill this morn-
ing to take issue with the consideration
of the omnibus crime bill, which has far-
reaching implications.

If we are going to set one rule for the
erime bill we should set the same rule for
the electoral reform measure. But the
Senator is preventing us from taking up
that question. I want the Recorp to show
the reason, so the public can be apprised

of what is involved.
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TAX REFORM ACT OF 1969

The Senate resumed the consideration
of the bill (H.R. 13270), the Tax Reform
Act of 1969.

Mr. GORE. Mr. President, the Com-
mittee on Finance, unfortunately, upon
the recommendation of the Assistant
Secretary of the Treasury, has approved
large new loopholes in the tax law if the
committee bill as it now stands should
become law. It provides for syndicate fi-
nancing which, if approved, will allow
tax avoidance of enormous proportions.
It will permit the formation of syndi-
cates to purchase and deal in tax deduc-
tions with respect to railroad boxcars,
with respect to locomotives, rolling stock
of all kinds, certain housing costs, pol-
lution and pollution control equipment.

I will discuss the matter in more detail
in a few moments but now I wish to ex-
tend the courtesy to the distinguished
chairman of the committee to make a
statement with respect to this subject.

The PRESIDING OFFICER (Mr. HoL-
LiNGs in the chair). The Senator from
Louisiana is recognized.

Mr. LONG. I thank the Senator.

Mr. JAVITS. Mr. President, will the
Senator yield briefly?

Mr. LONG. I yield.

Mr. JAVITS. Mr. President, I am con-
cerned about the impact of the bill on
“learned societies”; organizations whose
activities are involved in scholarly re-
search in the humanities. While I am
confident that it was the intention of the
drafters of the bill to exclude such or-
ganizations from the defined category of
“private foundations,” I would appreciate
the Senator’s views concerning the bill's
treatment of some specific situations.

The distinguished Senator from Rhode
Island (Mr. PeLL) has graciously allowed
me to ask these questions for both of us
because I am a lawyer and he felt it
might be more fitting for me to do so.

The first situation I am concerned with
involves an organization of the above
type which derives more than one-third
of its normal support from sources con-
sisting of membership dues—either from
other organizations or individuals—and
subscription proceeds arising from the
publication and sale of a scholarly
journal. The remainder of its support
comes in the form of grants from a pri-
vate foundation that has consistently
supported the organization. While I
recognize that under certain circum-
stances a private foundation will be con-
sidered a substantial contributor and its
grant cannot be used in determining
whether ocne-third of the support comes
from the public, I assume nonetheless,
such an organization would meet the
“public support” test that the bill im-
poses and therefore be excluded from
“private foundation” treatment.

Mr. LONG. The Senator is correct.
Where more than one-third of an orga-
nization’s normal support comes from
sources such as membership fees—
whether from individuals or member or-
ganizations—and gross receipts from or-
ganization activities which are in fur-
therance of its exempt purposes such as
the sale of its scholarly journals—and as-
suming that it receives no more than one-
third of its support from gross invest-
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ment income it will be treated as one of
the broadly, publicly supported organiza-
tions that has been excluded from the
definition of private foundations. The
remaining sources of the organization’s
support are not relevant to the statutory
test of section 509(a) (2).

Mr. JAVITS. I am also concerned with
the situation which arises where a mem-
bership organization of the type de-
scribed above falls short of meeting the
public support test. This may occur in
the case of organizations which are reg-
ularly funded with large grants from
substantial contributors or, occasionally,
in the case of an organization that re-
ceives an unusual grant or bequest from
a source. While I recognize that the Fi-
nance Committee expects appropriate
provisions to be incorporated in the
Treasury's regulations which will pre-
vent organizations that find themselves
in the latter situation from being treat-
ed as private foundations, it appears the
statute also provides another type of
solution. As I read proposed section 509
(a) (3), I wonder whether membership
organizations which fail to qualify under
the public support test because they
have insufficient public support as com-
pared to support from qualified persons,
may nevertheless remain outside the
definition of private foundation. Section
509(a) (3) states that an organization
which is operated exclusively for the
benefit of or in connection with a public
charity and is not controlled by dis-
qualified persons will also be excluded
from private foundation status.

Would not this section be applicable
if an organization with two sources of
support—say, membership dues and
other income from public sources
amounting to 25 percent of its total sup-
port and grants from disqualified per-
sons amounting to 75 percent—were to
transfer the activities that were nor-
mally funded by the membership dues
and other public sources into a separate
charitable organization which would
thereafter be the recipient of all such
grants? Assuming that neither organi-
zation is controlled by disqualified per-
sons and that the new one is operated in
connection with and to carry out the
same purposes as the original organiza-
tion, both organizations would literally
be excluded from the private foundation
definition—the new organization be-
cause all of its income would be from
public sources—membership dues—and
the original organization because it has
been organized and operated to carry
out the same purposes as the new orga-
nization.

Mr. LONG. Mr, President, I assume
that the organization that would receive
the membership dues and income from
public sources would be, in effect, the
parent organization. In such a case, the
organization that would be expected to
receive grants from disqualified persons
should be the newly created organiza-
tion. It would be operated exclusively
for the benefit of what I have called the
parent organization and would be oper-
ated by or in connection with that orga-
nization. Then, if none of the disqualified
persons controlled the organization re-
ceiving the grants from disqualified per-
sons, that organization would appear to
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meet the tests you described in section
509(a) (3) and would not be a private
foundation. It should be added that the
public support test which the member-
ship organization will have to meet will
undoubtedly be set out in detail in Treas-
ury regulations. Under those circum-
stances, it is not precisely clear how new
organizations will be required to dem-
onstrate their “normal” sources of sup-
port. With this caveat, however, I see
nothing about your proposal which of-
fends the intent of the proposed legisla-
tion. Indeed, as long as the parent orga-
nization is publicly supported, its sub-
sidiary will not be considered a private
foundation.

Mr. President, I believe I should state
briefly for the REcorn—and I believe the
Senator from Tennessee will explain his
side of the argument in greater detail
this evening—why the committee voted
for the 5-year amortization provision in-
volving railroad equipment.

The largest tax reform in this bill is
the repeal of the investment tax credit.
As we reported it from the committee
we estimated it would raise for the Gov-
ernment about $3.3 billion a year in full
operation. To achieve this, however, we
felt we must resist industry amendments
that would exclude first one industry and
then another industry from the repeal of
the credit. As a result, the Finance Com-
mittee finally voted against all industry
exemptions.

It was our feeling that, once we agreed
to make one exception, then other ex-
ceptions would follow. What has subse-
quently happened on the floor of the
Senate is a good example of what I had
in mind.

Although in committee we were suc-
cessful in voting down other proposed
excepftions, we initially could not defeat
a provision which would have continued
the investment tax credit for railroad
rolling stock. The reason we could not
do that was the critical shortage of rail-
road rolling stock and necessity that it
be remedied as soon as possible.

Many of us knew that once that excep-
tion for railroad rolling stock was voted,
the truckers would demand similar treat-
ment, the airlines would demand similar
treatment, and then the entire trans-
portation system would demand similar
treatment. Next, we would have others
who have need of equipment press their
dire need of modernization and expan-
sion, with the result that soon we would
have repeal of the investment tax credit
dismantled item by item.

The administration recognized the
same problem. It negotiated with repre-
sentatives of the railroad industry and
reached an agreement whereby the
Treasury would support a proposal—the
provision in this bill—to remedy the
shortage of railroad rolling stock, instead
of an exception from the repeal of the
investment credit. This provision allows
5-year amortization of railroac roll-
ing stock, including locomotives.

While this provision may seem
generous with regard to railroads, the
fact is that the equipment is badly
needed. There should be incentive of
some sort to help alleviate the shortage
of railroad rolling stock in this country.

The provision for 5-year amortiza-
tion for railroads will cost approxi-
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mately $125 million in the first year, and
will cost about $185 million by 1974. In
addition, it would have continued indef-
initely into the future. The provision
voted by the committee, however, will
terminate in 1974,

As a matter of fact, the provision in
the bill also provides that the 5-year
amortization would not be continued af-
ter 1972 for any class of rolling stock if
the Secretary of the Treasury should find
that the shortage of that class of rail-
road rolling stock had been corrected.

One might ask why we went beyond
simply providing that the allowance for
railroad rolling stock would be accorded
to a railroad itself—that is, why we also
allowed it to those who lease rolling
stock to railroads. The problem here is
that there are a lot of railroads that are
not making a profit. Those railroads
which are having difficulty financially
and are not earning profits, and, there-
fore, are not paying taxes to the Govern-
ment would not be in a position to take
advantage of rapid amortization, It was
pointed out to the committee that the
incentive sought for the profitable rail-
roads also could be made available to
those railroads that are in a loss position
by making the amortization available to
persons who lease to railroads.

In other words, by making it possi-
ble for someone to buy railroad rolling
stock and then lease it to a railroad not
making a profit at a reduced rental re-
flecting the benefits of the amortization,
the railroad would be able to obtain the
equipment and the benefits of the amor-
tization. The rental would reflect the tax
savings and the railroad would be able
to obtain equipment cheaper than it
otherwise could.

Thus, in order to extend the same
benefits to railroads losing money, the
bill allows a person who leases rolling
stock to a railroad to obtain the amor-
tization. Thus, the railroad can lease the
equipment from someone in a position
to buy it who can pass on the benefits
of amortization to the railroad.

This is the way the committee sought
to see that both railroads losing money
as well as those making money could
benefit from this provision that is de-
signed to alleviate the railroad rolling
stock shortage.

Now I have no doubt in my mind that
in the committee, and I believe on the
floor, an amendment would have been
agreed to, to make an exception from the
repeal of the investment credit in the
case of the railroads, if something of this
sort had not been agreed upon. Under the
circumstances, we had a bill that had
no exemption for any particular indus-
try. We were successful in defeating an
amendment offered by the Senator from
Nevada (Mr. CannoN) which would have
exempted the entire transportation in-
dustry from the bill.

In my judgment, had we not agreed
upon the amortization provision, we
would have had the exemption voted first
for the railroads, and then an exemption
for the truckers, and then an exemption
for the airlines, and ultimately for the
entire transportation industry. Then
there would be little left of the $3.3 bil-
lion revenue increase proposed to be
achieved. We have seen how difficult it
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is to defeat some of the amendments
which have popular appeal.

Already, there have been two amend-
ments voted that have reduced what he
hoped to gain in the bill by over $1 bil-
lion; namely, the amendment offered by
the Senator from Indiana (Mr. HARTKE),
the so-called small business amendment,
at a cost of $720 million, and the
amendment offered by the Senator from
Alaska (Mr. STevENs) to help depressed
areas, at a cost of about $300 million.
Had we not done something of this sort,
I suspect by now that there would have
been nothing left worth repealing with
regard to the investment tax credit and
no savings would have been achieved.

Let me read one paragraph of the com-
mittee report:

It is also provided that the Secretary
of the Treasury (with the assistance of
the Secretary of Transportation) is to
issue regulations indicating particular
classes of cars or locomotives which are
not considered to be in short supply.
Rolling stock in these specific classes of
cars or locomotives which is placed in
service after 1972 is not to be eligible for
the 5-year amortization writeoff.

In other words, the effect of the provi-
sion is terminated once it is determined
that thLere is no longer any shortage of
this kind of equipment. In addition to
that, there is also a provision in the bill
which requires the reconsideration of the
entire provision in 1974.

I believe that under the circumstances,
faced with the practical situation, the
committee handled it about as well as it
could to deal with the problem. I would
hope that on tomorrow, the Senate, in its
judgment, will see fit to support the
position of the committee in this mat-
ter.

Mr. PELL. Mr. President, will the Sen-
ator from Tennessee yield?

Mr. GORE. I am happy to yield to the
Senator from Rhode Island.

Mr. PELL. I have one question in
connection with railroads and the use
of the investment credit for purchase of
new equipment. What portion of that
will be used for freight hauling equip-
ment and what portion for passenger
eguipment?

Mr. GORE. There is no requirement
in the bill. The benefits here will be
available for syndicates who wish to
purchase or lease any sort of railroad
equipment and locomotives, passenger
cars, or freight cars, and I suppose will
use the date to work out the question
of the portion of railroad business which
is freight—and that most of it would be
freight.

Mr. PELL. That is my understanding.
I understand that this measure is of very
little assistance to the passenger railroad
business, but I want to be sure of my
faets. I am asking for enlightenment.

Mr. GORE. I thank the able Senator
from Rhode Island.

Mr. LONG. Mr. President, will the Sen-
ator from Tennessee yield to me in that
respect?

Mr. GORE. I am happy to yield to the
Senator from Louisiana.

Mr. LONG. The Senator is
gracious.

Mr, President, this provision does cover
passenger equipment and, insofar as it
is needed, passenger equipment would

most




December 8, 1969

be allowed the same liberal amortization.
But after 1972, there would have to be
determination that there remains a
shortage of that specific class of equip-
ment:. So that if by 1972 the shortage had
been rectified—which I doubt will have
occurred—then that class of equipment
no longer would be allowed rapid amor-
tization.

Mr. PELL. As I understand it, today
there are very few, if any, passenger rail-
road cars being built, except the new
ones like the Metroliner, the Turbo-
trains, and very few others. In fact, the
estimated benefits of this provision will
be 99 percent or 98 percent enjoyed by
freight railroad as opposed to passenger
railroad. Would that be correct?

Mr. LONG. We expect that it would be
overwhelmingly to the advantage of the
freight aspects of industry because the
railroads find that more profitable than
they do passenger service. As the Senator
well knows, the railroads are trying to
get rid of their passenger service, I re-
gret to say. If they had their choice, I
believe they would probably like to have
antiquated equipment as an excuse to
discourage the public from using it, so
that they could have a better opportunity
to persuade the Commission to go along
with discontinuing that serviee, in many
instances. But I would hope that in the
metropolitan areas, including that so
ably represented by the Senator from
Rhode Island (Mr. PeLr), we will see
more of these Metroliners, and more of
the modern equipment that is bringing
some passengers back to the railroads.

I rode the Metroliner for the first time
a couple of weeks ago, and I was very
much impressed with it. It was good
service. It offers some hope for the
future.

Mr. PELL. I completely agree with the
reactions of the Senator in charge of the

ill, my good friend from Louisiana (Mr.
Lowg). The railroads would much rather
haul things rather than people because
they make more money hauling things,
freight. I am sure that they would be
overjoyed if their passenger equipment
all fell apart. The Senator is absolutely
right.

Mr. GORE. Mr. President, all of the
sins of the provision are being committed
in the name of rolling stock. All I can
hear about this provision is the need for
rolling stock, the emergency there is for
rolling stock. But this is only part of the
provision.

Since we have heard so much about
rolling stock, I shall begin with rolling
stock.

The bill gives a 5-year amortization pe-
riod for rolling stock; and rolling stock
includes locomotives. We see pictures
showing wheat being piled on the ground
in Kansas, but wheat has been piled on
the ground in Kansas for many years. We
could double the amount of rolling stock
and it could not roll the wheat to market
the first week.

But granted that there is a need for
rolling stock, I have heard no suggestion
that there is a shortage of locomotives.
Yet this measure gives rapid amortiza-
tion for locomotives.

But it also specifically makes the tax
advantages available to investment syn-
dicates who purchase and lease boxcars,
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and become recipients of the tax deduc-
tion provisions.

Moreover, the measure provides a
double benefit for locomotives and rail-
road cars—ireight cars and passenger
cars—to the extent that those facilities
are now on order and eligible for the in-
vestment credit. It would allow the dou-
ble benefit of an investment credit and
rapid amortization for the same box-
car, the same locomotive. The railroad
lobbyists have certainly performed well
from the standpoint of their employers.
Let me say to the distinguished Presid-
ing Officer that this measure permits the
railroads to start amortizing the grade
for the Golden Spike. They have never
had an opportunity before to amortize
a roadbed or a tunnel, but though a tun-
nel was built 100 years ago, this bill per-
mits a railroad now to start amortizing
the tunnel the railroad has been using
for 100 years—in the name of rolling
stock.

Under this bill, the Pennsylvania Rail-
road could start amortizing the roadbed
from Washington to New York. It has
been in use quite a few years, and never
before has Congress allowed a roadbed or
a tunnel to be amortized. But this bill
does—in the name of rolling stock. That
is what we have all heard about—the
shortage of rolling stock. There is no
shortage of tunnels.

Mr. President, this is an enormous new
loophole. In a bill of 500 pages, primarily
for the purpose of tax reform, to strike
down tax inequity, we open up a large
new loophole for wealthy investors in
high-income brackets to take advantage
of the tax deductions provided herein.

Mr. President, each Senator knows that
an investment credit or a tax deduction
is worthless to a person or a company
that has no tax liability. The railroads
that need equipment most are those los-
ing money. What is a tax deduction worth
to a railroad losing money ? It will not be
worth anything to that railroad, but it
will be worth a great deal to the in-
vesting syndicates, and the syndicates
will reap a big profit.

Mr. President, the following exam-
ple shows how an investment syndicate
would profit under the provisions of this
bill.

The railroad arranges for a syndicate
of wealthy individuals to purchase the
boxcars. The purchase price is put up
entirely with a loan from the railroad’s
financier.

The “rent” paid by the railroad is ex-
actly set to retire the loan and pay the
interest thereon. Usually the rent never
goes through the hands of the lessors at
all. Indeed the finaneing institution gen-
erally looks only to the credit of the rail-
road to pay off the loan.

There is no cash-flow benefit to the les-
sors. Their sole profit comes from the
rapid amortization that they use to off-
set their other taxable Iincome. The
“profit” is the amount of the tax re-
duction resulting from the artificial
amortization deductions.

Mr. President, this applies not alone
to railroads, this is a syndicate tax loop-
hole being created in this bill. It applies
also to cost of renovating of certain
housing.

We have talked a great deal about the
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loophole of the hobby farmer. We have
talked a great deal of the Wall Street
cowboy and how he was converting high
tax dollars to low tax dollars through
losses from a horse or cow or citrus
orchard.

We have now hefore us a new provision
to create Wall Street railroaders, Wall
Street remodeling investors, Wall Street
pollution investors, because the same
rules which the Senator from Delaware
(Mr. WiLrLiams) and I have offered an
amendment to strike provide that the
tax benefit can go to investment syndi-
cates for these purposes also.

Buf to continue, Mr. President, with
respect to railroads, this measure grants
amortization for gradings and tunnels
regardless of when they were built.

Amortization and depreciation are
supposed to be based upon the length of
life of a facility. How long will a tunnel
through the Rocky Mountains last? They
have been lasting for perhaps 100 years.
Nobody indicates they will not last an-
other 100 years. Yet this provision per-
mits its amortization in 50 years. In
other words, it permits the railroads to
start deducting from their taxes for tun-
nels that were built 100 years ago or 150
years ago—whenever it was. And yet all
we have heard about is rolling stock.

How much will these provisions cost
with respect to railroads? An estimated
$185 million a year, That is a good sized
loophole.

And yet in the committee report it was
called tax reform.

Now let us talk about the rolling stock,
which the investing syndicates are to
provide.

I am advised that the average useful
life of railroad freight rolling stock
is about 14 years.

But the committee provides that this
equipment can be depreciated in 5 years.
So you see Mr. President we are permit-
ting a tax deduction through amortiza-
tion of the entire cost in about one-third
the period of time that the rolling stock
will be useful.

This rapid writeoff will be of no benefit
to a railroad that has no profit. A rail-
road in South Carolina operating just
on the edge may be badly in need of a
new locomotive or some new freight
cars. This gives them a rapid writeoff
which means of course that they can
deduct the cost from their taxes more
rapidly than the railroad car or the loco-
motive will wear out.

But I repeat that is of no benefit unless
that railroad has a profit. Who is going
to get that benefit? Some high bracket
taxpayers who will enter into a syndicate
to execute a purchase and lease of the
equipment. And what happens? We have
seen copies of this kind of contraect. The
amount of the rent and the amount of
the amortized loan exactly equal up; and
who gets the benefit? A group of doctors
or Wall Street investors in the 70-per-
cent bracket.

POLLUTION CONTROL FACILITIES

The committee bill also provides 5-
year rapid amortization for certain pol-
lution control facilities.

The Finance Committee considerably
tightened the House version. However,
the fact remains that we are utilizing the
tax system to grant $120 million to cor-
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porations to clean up pollution created
by processes on which they have been
making profits for the past 100 years or
more, This expenditure is inefficient and
may well run counter to the most effec-
tive means of achieving pollution control.

In 1967 a working committee on eco-
nomiec incentives submitted a report con-
cluding that tax writeoffs are not needed
nor are they desirable for achieving pol-
lution control. This working group was
made up of representatives of the Bureau
of the Budget, the Treasury, the Coun-
cil of Economic Advisers, the Water Re-
sources Council, the Office of Science and
Technology, the Department of the In-
terior, Department of Commerce, HEW,
and Resources for the Future.

I set forth pertinent parts of the re-
port:

Cost SHARING WITH INDUSTRY?

(Summary Report of the Working Commit-
tee on Economic Incentives (Revised), the
Working Committee is one of several Com-
mittees under the direction of the Fed-
eral Coordinating Committee on the Eco-
nomic Impact of Pollution Abatement,
November 20, 1967)

L ] - - L] .

Proposals for assistance

Varlous proposals for additional assistance
to industry beyond obvious Improvements or
expansion of existing Federal programs were
evaluated as follows. Across-the-board as-
sistance for capital investment such as tax
writeoffs (credits or accelerated deprecia-
tion) and grants are unnecessary because
the burden of pollution abatement is esti-
mated to be only moderate. Also, this form
of subsidy is inefficient because such assist-
ance provides an incentive for excessive use
of capital and practically excludes similar
assistance to process changes that jointly
reduce pollution and increase productivity.
Moreover, such ald is likely to be an unde-
sirable precedent for using tax writeoffs for
other programs (e.g., educatlon, training,
housing, etc.).

- - - - -
Recommendations
- Ll L - Ld

4. Across-the-board cost-sharing in the
form of tax writeoffs is not recommended
because it distorts the tax structure, causes
the total cost of pollution abatement to rise
significantly, promotes excessive use of cap-
ital equipment and waste treatment facil-
ities, and discourages selectivity in environ-
mental quality management. Across-the-
board use of grants and loans is similarly
handicapped and, in addition, is subject to
fluctuations in Congressional appropriations.

POSSIBELE ADDITIONAL FEDERAL SUBSIDIES
Introduction

It was noted that the Federal Government
is now spending $'4 billion per year for both
air and water pollution abatement and this
amount is forecast to Increase markedly dur-
ing the next five years. The largest propor-
tion of these funds are now funneled
through municipalities. Industry also re-
ceives considerable assistance from the 7%
investment tax credit and allowances for
accelerated depreciation—perhaps as high as
$50 million annually. The size of current an-
nual expenditures by industry for water pol-
lution abatement is roughly estimated at
$%5 billion for water and an unknown
amount for air—or perhaps roughly equal to
the current Federal Government expenditure
and subsidy for this area, The Government
is already carrying a large part of the burden.

The requirement for additional expendi-
tures is a function of water and air quality
standards, plant location, topography,
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stream capacity, meteorology, production
processes, and pollutants. Before all of these
factors are weighed, only some rough esti-
mates of additional annual cost and burden
for manufacturing can be made: $275 mil-
lion and 0.13% of value-added by manufac-
turing for water and $354 million for air—or
$629 million and 0.209 of value-added for
both air and water (excluding thermal-pol-
lution abatement). For individual industries,
firms and plants the burden is likely to vary
widely.

Finally, 1t is not clear that pollution abate-
ment need affect the firms' rate of profit in-
sofar as individual firms have considerable
flexibility to shift the small increase in the
costs from themselves to the purchasers of
their products. It is with this summary and
introduction in mind that the possible Fed-
eral subsidies will be examined.

TAX WRITEOFFS

Numerous proposals in Congress have been
made for offering greater assistance to indus-
try through increasing the investment tax
credit or accelerating the depreciation al-
lowances on capital expenditures for pollu-
tion abatement. Proposals range from in-
cre&slng the investment tax credit from 7%
to 14% or 20% and/or from allowing depre-
clation allowances normally scheduled over
15 years to be scheduled over five, three or
even one year. The additional capital sub-
sldy would range from 7% for raising the in-
vestment tax credit to 149 to 33% for im-
plementing a 20% tax credit and a one-year
accelerated depreciation schedule, (See Table
X). The subsidy would total roughly $296
million for water and $75 million for air for
the three-year accelerated depreciation al-
lowance if applied to an estimate of the ad-
ditional capital required to meet the hypo-
thetical standards considered in this report.

However, the subsidy is In a small part
illusory because the assistance would be given
for a higher level of expenditure caused by
the subsidy creating an incentive to over-use
capital to the neglect of operating and main-
tenance expenditures. This would arise be-

TABLE X.—COMPARISON OF THE ADDITIONAL SUBSIDY
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cause capital costs are made artificially
cheaper by virtue of a tax writeoff, Tax write-
offs are handicapped because they are in-
capable of providing assistance to all of the
costs of abatement. The capital cost accounts
for roughly one-third of the total cost for
water pollution abatement and one-eighth
for air pollution abatement. Of course, with
subsidies given to capital alone, the capital
cost proportion will tend to rise and unneces-
sarily consume more resources, The addition
of chemicals or supervisory personnel often
times is less costly than bullding additional
capacity in order to treat larger waste loads.
Fuel substitution alone is estimated to be
the least-cost alternative in over 60% of the
cases Involving air pollution abatement.

Moreover, tax writeoffs are difficult to apply
to many changes in the production process
which reduce the actual generation of waste
loads but which also add to the output of
plants. Other studies have shown that some
industries find that over 50% of the least-
costly opportunities for reducing waste load
discharges are found In such process
changes.* The Treasury Department would
be faced with the difficult task of certifying
the proportion or the cost attributable for
pollution abatement or disallowing any as-
slstance for this kind of improvement. To the
extent of the proportion disallowed, plants
would be given an incentive to ignore many
improvements which have been shown to be
least costly.

Also, the implementation of selective write-
offs for pollution abatement opens the door
for other programs to receive similar treat-
ment. Proposals for tax writeoffs for train-
ing, education, mining, transportation, hous-
ing and others have already been made, The
snowballing effect for industry could be, con-
celvably, a necessary increase in the corporate
tax structure or lag in the long-run reduction
of corporate tax rates and thus no net bene-
fit to firms facing pollution abatement ex-
penditures. Moreover, public accountability
of such subsidies are difficult and would
probably create an annoying problem in its
removal once soclal policy dictates a change.

TO INDUSTRY THROUGH ALTERNATIVE FORMS OF FEDERAL

ASSISTANCE?

Type of assistance

Rough estimate of likely
assistance to industry for
capital expenditures to
meet hypothetical stan-
Subsidy as a percent of  dards in 5 years 1969-73 2
annual cost2 (millions)

y as
percent of

capital cost Water Cost Water ¢ Air#

Accelerated: Syrs_________
Depreciation:

ﬂdmtwnaf a
Tax credits (13 plus 7).
Accelerated depreciation and tax credit combined:
14 percent credit and 3-yr. accelerated depreciation
20 percent tax credit and 1-yr, accelerated depreciation...
Reduced interest loans: ¢
6 percent (3 percenl below discount rate)
4 percent (5 percent below discount rate).

J241

296
370
130
251

426
611

204
315

~a S vmneon o

Wry oo M= M

1 Assume 48 percent effective Ia: rale, 15-year fun:honal Il‘ie

f. ki

Ny

sight line) for p t facilities and S-percent dis-

count rate. now

tax laws; e, £., sum of digits or double declining balance.

2 lncludes annual capital cost (amnrhzed) and operation and maintenance expenditures, increase in total cost of abatement because

of excessive use of artificially cheaper capital costs.
1 Assuming all capital expenditures are subsidized whether to
the initial investments are made to achieve standards.

industry or households, Capital costs would undoubtedly drop after

¢ Based on industrial profiles: $1.15 billion additional mves!meng plus $0.7 billion replacement investment which equals $1.85

billign for BOD and

solids for hyp

¢ Assuming 20 years of additional capital |nvestmenl is made in 5 years. The total capml as indicated b

should be $470,000,000 to

percent treatment of industrial wastes,
the “typical city" study

ak
€15 years, sirnighl reduction loan, ] pen;enl discount rale lnr
loan and 7 percent or $71,000,000 gam for 4 percent interest loa
In summary, clearly tax writeoffs are not
needed nor are they a desirable form for of-
fering further assistance to industry.

Mr. President, it is sometimes argued
that industry cannot afford to make the
expenditures required for pollution con-
trol. However, the report shows that the

hum y 60-75 percent of S0x and parficulates.
I;!dusillyr (ll' assume (] pemenl then zero gain for 6 percent intevest
n;

additional cost of achieving Government
standards of pollution abatement would

* For example In the case of water, see
Kneese, Allen and Lof, George. The Eco-
nomics of Water Utilization in the Beet
Sugar Industry, Manuscript, Resources for
the Future.
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only amount to $0.5 billion for all manu-
facturing concerns annually, or one-
half of 1 percent of the value added by
manufacturing. The report points out
that there are already many Govern-
ment programs to reduce the cost of pol-
lution control. Indeed, we have recently
passed in the Senate a $1 billion anti-
pollution measure. As the report con-
cludes, tax incentives simply are not
needed, especially when they produce the
unfairness and inequity in the tax sys-
tem that they in fact do.
HOUSING REHABILITATION

The committee bill provides that re-
habilitation costs of certain low- and
middle-income housing can be amortized
over a 5-year period.

As the committee report itself shows,
fast depreciation for real estate is an un-
justified tax preference.

Rehabilitation of low- and middle-
income housing apparently has such a
low priority in our national housing
policy that HUD does not even request
funds for it. Yet in a tax bill, the tax-
writing committees of the Congress—
which have no expertise in real estate or
housing matters—are providing $330
million for a purpose on which no data is
available to indicate the effectiveness or
desirability of the expenditure.

This provision is unfair from the
standpoint of tax policy. The effect of the
5-year writeoff is to provide an interest
free loan to the slumlord in the amount
of the taxes he otherwise would have
paid had proper depreciation been al-
lowed. The benefit of this interest free
loan is far greatfer to the 70 percent tax-
payer than for the 20 percent taxpayer.
For example, if a 70 percent taxpayer
makes expenditures that have a useful
life of 20 years, and he would otherwise
earn 10 percent on his money, the effect
of the Government loan in the amount of
his tax savings is to reduce his interest
costs by 5 percentage points, from say
8 percent to 3 percent.

However, a 20-percent bracket tax-
payer making the same rehabilitation
expenditures would get a reduction of
his interest costs of only 1 percentage
point.

If HUD proposed a Government as-
sistance program to rehabilitate low- and
middle-income housing that provided for
direct loans at a 3-percent interest
rate to T0-percent bracket taxpayers and
a T-percent interest rate to 20-percent
bracket taxpayers, the responsible con-
gressional committees would quickly
throw the proposal out. Yet that is ex-
actly the system that has been adopted
by the Finance Committee in the bill.

I refer Senators to a statement sub-
mitted by Prof. Charles Davenport to the
Finance Committee which substantiates
the analysis I have just made., Mr. Dav-
enport was formerly with the Treasury,
is now a professor of law at the Univer-
sity of California at Davis, and is an ex-
pert in tax depreciation matters. His
statement appears in volume 5 of the Fi-
nance Committee hearings, page 4903.
SPECIAL PROVISIONS IN THE TAX REFORM ACT OF

1969

Mr. KENNEDY. Mr, President, the Tax
Reform Act of 1969 is designed, says the
committee report accompanying it, to
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meet the “common goal of a fair and
more efficient tax system.” The report
further states:

In the long run, tax reform should also
lead to simplification by redirecting effort
from tax avoidance to productive economic
effort.

The single most significant element in
developing public support for this tax
reform bill was the disclosure earlier this
year that in 1966, 21 individuals with in-
comes of over $1 million a year paid no
income tax at all. We heard much, short-
ly after this disclosure, of what came to
be known as the “taxpayer’s revolt.” This
revolt revolved around a single concept—
equity. How could we have constructed
a system, American taxpayers wondered,
which lets the rich and clever escape tax-
es but severely crimps the budgets of the
not-so-rich?

The committee report phrases a gen-
eral answer to this question:

From time to time, since the enactment of
the present income tax over 50 years ago,
various tax incentives or preferences have
been added to the Internal revenue laws. In-
creasingly In recent years, taxpayers with sub-
stantial incomes have found ways of gaining
tax advantages from the provisions that were
placed in the code primarily to aid limited
segments of the economy. In fact, in many
cases these taxpayers have found ways to
pile one advantage on top of another.

The report adds:

This fact has seriously undermined the be-
lief of taxpayers that others are paying their
fair share of the tax burden. It is essential
that tax reform be obtalned not only as a
matter of justice but also as a matter of tax-
payer morale.

The Committee on Finance has
adopted a number of significant provi-
sions to restore some measure of equity
and to restore some measure of taxpayer
confidence. A few of these provisions
have been strengthened by amendments
on the Senate floor, and the long-range
effect, I think, will be beneficial to pub-
lic confidence in the tax system itself,

One issue, however, has not yet been
discussed in any detail, in the commit-
tee report or on the floor. This is the is-
sue of special provisions inserted in the
tax code for the benefit of a particular
individual, a particular corporation, or
a particular industry.

I would point out that special provi-
sions have been a part of the tax laws
ever since we have had tax laws. One of
the most long lived of all—known tech-
nically as the “unlimited charitable de-
duction for individuals” and colloguially
as the “Philadelphia nun provision"—is
virtually eliminated by the present bill,
after being in the tax law since 1924,
There are hundreds of others, and I have
prepared an illustrative listing as exhibit
2.
These special provisions, though they
have been a part of nearly all of our tax
bills, are generally hidden from public
view. As this has been the case his-
torically, it is also the case with the bill
before us.

Mr, LONG. Mr, President, will the Sen-
ator yield at that point?

Mr. KENNEDY. I yield to the distin-
guished chairman.

Mr. LONG. All the Senator has to do
is read the newspapers. Many of the pro-
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visions in this bill have to do with the
problems of some particular group.

I noticed the press release of the Sen-
ator yesterday referred to Loyola Uni-
versity, operated by the Catholic Jesuit
order, which very much needs what it
can earn from a pioneer radio station
that has resulted in their presently hav-
ing a television station, for the educa-
tion of children in New Orleans.

‘When that provision was voted on in
committee, it was the result of the fact
that Father Jolley, the president of
Loyola University, and others came and
asked for the right to be heard before
the committee and testified before the
committee in the presence of a filled
committee room, and explained how ad-
versely the House language affected
Loyola University.

When the committee subsequently
voted to give the kind of relief for which
Father Jolley and those who accom-
panied him had testified, I was present, I
believe, when we announced that mat-
ter to the press; and before announc-
ing the amendment, we said, “Here is
an amendment that was sought by
Loyola University with regard to the
problem that the Jesuit order has there,
in trying to educate the young people
at Loyola University. It involves Station
WWL-TV and Loyola University.”

I do not call that any sneak proce-
dure—the matter was testified about in
open session, in the committee room,
and everyone knew about it.

I have discussed this matter with the
press, and they have told me there has
never been a major revenue bill where
the press was so completely alerted, and
where items were so fully explained, and
where who was requesting the tax relief
was so well identified, as this one. So if
the Senator wants to find fault with this
committee in that it does not write the
names of everyone affected into the re-
port, I suggest that he would direct his
criticism against every Senator who has
served on this committee since it was
established more than 150 years ago.

I regret that we did not identify the
Western Massachusetts Eleetric Co., in
case the Senator from Massacusetts was
interested in that. We adopted the prin-
ciple, and we thought it was fair, that if
it appeared that general tax language
could be drafted to meet the problem
that should be corrected, as well as that
of someone else who might meet the same
general standard. But I believe if the
Senator will go back and read the Wash-
ington Post and the Washington Evening
Star accounts of the committee sessions,
amendment by amendment, he will find
that the committee identified amend-
ments quite generally and what indus-
trial interest or what university or what
particular group it was that was af-
fected by the particular problem to which
the section was addressed.

It was rarely that we would draft a
section which was not applicable to
someone else whose situation is generally
the same. Since that is the way it has
always been done with reference to both
the committee and the Senate, it would
seem that it would not be incumbent
upon us to start a precedent; and if the
Senator wanted to do business that way,
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the Senator should have suggested it to
us, rather than attack us for doing some-
thing sneaky when, in most instances, I
submit, the people affected came before
the committee and testified, “Here is our
problem, and we urge that it be con-
sidered.”

Mr. KENNEDY. Mr. President, I will
explain the full purport of the reasons
have I raised these questions. It is really
a question of the procedures which are
followed.

The Senator mentioned the fact that
a number of the amendments were re-
ported in the Washington newspapers,
and he referred specifically to the Post
and the Evening Star.

It so happens that in the research for
this speech, we did review the newspa-
pers. A number of different amendments
were accepted which were not reported
in the newspapers.

I hope the Senator will give me a
chance to run through these remarks,
because there is in them no accusatory
finger pointed at the chairman of the
committee or at the committee itself.
However, we are talking about the degree
of public confidence in a reform measure.
And when we have in the legislative
background of the measure the special
provisions which were included and
which were eliminated under the leader-
ship of the chairman in closing many
loopholes, I think it is useful, and does
help to provide a greater dezree of public
confidence, particularly when these mat-
ters are laid out on the public record.

I know that the chairman of the com-
mittee has been on the floor day after
day explaining the various provisions of
a very complex and far-reaching meas-
ure. I am not saying that the chairman
of the committee or the members of the
committee are trying to act in secrecy,
and are trying to keep these matters from
the public. I never made that suggestion
in my remarks. I have suzgested, how-
ever, that they have not been as readily
available to the public—as I will de-
velop—in the report or in the bill, and
I think it is useful in terms of public
confidence to have it known. So, this is
really the basic reason for my pointing
this matter out.

Mr. LONG. Mr. President, was the
Senator correctly quoted this morning
in the Washington Post which said:

Eennedy did not imply there was any
wrongdoing in any of the 15 instances. But
he did object to “legislating these special
provisions in secrecy.”

Mr. KENNEDY. That is correct.

Mr. LONG. Will the Senator tell me
what if any committee ever holds its
executive sessions in public?

Mr. KENNEDY. I know of no com-
mittee that holds executive sessions in
publie.

Mr. LONG. Well, what is so secret
about the committee holding executive
sessions?

Mr, KENNEDY. Mr. President, if the
Senator will be kind enouzh to let me
continue with my remarks, I will try
to explain my thinking. I then will be
delighted to respond to the other
inquiries of the distinguished chairman.

Nowhere in the 352-page report, or the
585-page bill, is there any indication of
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these special provisions, with the excep-
tion of a few for industry groups.

I see no reason for legislating these
special provisions in secrecy. If an ex-
planation of them is made part of the
official legislative history of this tax re-
form bill, I think that public confidence
in the Government process will be en-
hanced. Furthermore, administration of
the law by the Internal Revenue Service
will be strengthened.

Consequently, I will list those special
provisions in this bill which have come
to my attention. Undoubtedly, there are
additional special provisions, of which I
am not aware. It is my intention to add
to the list T have today, when and if
others come to my attention, because of
my belief shat they should be made part
of the public record of the hill.

Mr. LONG. Mr. President, will the Sen-
ator yield at that point? I will have to
leave the Chamber shortly.

Mr. KENNEDY. I yield.

Mr. LONG. Mr. President, with regard
to a great number of provisions in the
bill, I, like most Senators, did not ask
who might be affected or who might not
be affected by this or that provision. A
great many of the suggestions came from
the Treasury Department after they had
studied the matter. In many instances it
arose because they were studying prob-
lems affecting many people. In some
cases, one taxpayer might have been in-
volved or perhaps to have initiated ac-
tion on a provision. However, as the
Washington Post correctly pointed out
in this regard, insofar as these sugges-
tions were agreed to by the committee,
they were applicable to all similarly situ-
ated people.

I voted on some of the measures to
which the Senator refers without regard
to who was involved. With regard to the
Cafritz matter, it made no difference to
me who was involved. A valid problem
existed and we felt it should be corrected,
not just for that particular situation, but
for like situations. We knew it would
have wider application and would apply
to other people.

There are at least 100 amendments in
the bill, probably nearer to 200, with re-
spect to which the staff and the Treasury
were aware of the tax problems existing
for American taxpayers. They had been
studying these matters since tax reform
first came under consideration in the
House, and perhaps even before that.

The staff and the Treasury had hun-
dreds of recommendations and sugges-
tions about things that we might be dis-
posed to do or might not want to do.

I believe that in the case of about 90
percent of them, neither I nor anyone
else had knowledge as to who the tax-
payer was that might be involved
in the matter, if, in fact, a particular
taxpayer was involved. Most of them in-
volved limited situations. But they ap-
peared to be right. We voted on that
basis,

With regard to one of the 15 examples
the Senator picks out that involves me,
that situation does involve Loyola Uni-
versity and the Jesuits. It involves New
Orleans and it involves Louisiana. It in-
volves WWL-TV and WWL radio.

If the Senator had presented that mat-
ter to the committee and said he wanted
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information about the matter, I am sure
the matter would have been explained to
him, There was testimony on behalf of
Loyola University on the problem involv-
ing these people.

I explained it the best way I knew how
and explained that the provision was
apparently drafted to cover that situa-
tion. Later, it was reported to the press,
and again the name of the case was
mentioned.

It was not intended to be limited in
principle. If someone else had a similar
situation, that would have been covered.
The Senator from Iowa (Mr. MILLER)
found a State-supported university in
Iowa where it was also made applicable.

Mr. KENNEDY. It was extended by a
technical amendment to that university
on Friday last.

Mr. LONG. Mr. President, if the Sen-
ator said that he knew of a State univer-
sity that had this same problem, I would
be happy to accept the amendment and
say that it applied to the State-supported
college,

I submit that insofar ag the Senator's
press release implies that there is any-
thing wrong or impreper about anything
in the bill, particularly about the fact
that the committee met and did not pub-
lish the name of every taxpayer involved,
I submit that there is no way on the
good Lord’s green earth that we could
have done otherwise.

If the Senator had inquired, he could
have asked about any provision in the
bill, and I would have been glad to have
identified for him any taxpayer who ex-
pressed any interest in the bill,

So far as I am concerned, certainly
those the Senator mentioned in the press
release, most of them had testified in the
public hearings on the bill. And every-
one should have been on notice that they
were matters that the committee would
consider.

In most cases, I think the chairman
assured those witnesses that their prob-
lems would be considered before we dis-
posed of the bill.

Mr, KENNEDY. Mr. President, as I get
farther into my remarks, I point out that
I do not reach any kind of judgment
whether anyone should be condemned.
As a matter of fact, I say specifically that
the situation is not to be condemned out
of hand.

I prefer to complete my remarks,
which respond to many of the points the
chairman has raised. I do not try to
reach any kind of moral judgment as to
whether this is right or wrong. I point
out that it is a fact that these special
provisions are not really developed in the
report of the committee itself, and that,
as the Senator has just mentioned, a
particular provision accepted within the
Finance Committee was expanded to
meet a situation in Iowa.

I think taxpayers are aware of the
special provision included in the 1924
act, which was then raised for very legit-
imate reasons. Yet it has become one of
the great tax loopholes of all time, We
are fortunate that it was closed by the
members of the Finance Committee in
this bill.

What I am trying to do, by these re-
marks, is to inform the Members of this
body in an organized way, although
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probably not in as comprehensive a way
as could be. There probably will be other
examples. I am sure the distinguished
chairman of the committee wants as
complete a framework of discussion laid
out as I do. I know, as he has stated,
that there was no effort on his part to
conceal on these questions. The fact re-
mains that they are not In the record or
in the official legislative history.

Mr., IONG. Does the Senator's con-
science bother him that he asked the
committee to look at the problem of the
Western Massachusetts Electrie Co.?

Mr., KENNEDY. I am just at the point
of starting off on the list of special pro-
visions. As a matter of fact, I lead off
with Massachusetts. I would like to raise
that, and discuss it as I do in my re-
marks.

Mr. LONG. If the Senator's conscience
troubles him about that matter, I would
like to know, because we could perhaps
unburden him of that problem. I as-
sume he wants to strike it out of the bill,
having asked to put it in.

Mr. KENNEDY. If the Senator will
remain in the Chamber, and will hear the
description. I believe that the Senator
will believe that that case, as well as
other cases, had merit, and that the com-
mittee decided it on that basis.

As I start off with Western Massachu-
setts Electrie, I explain that I do believe
there were legitimate reasons for its in-
clusion, as with many of the others. But
I did raise the Massachusetts case in
this. There is nothing in the Massachu-
setts case that ought to receive special
consideration, outside of the merits. The
Massachusetts company had changed its
various accounting procedures, had not
yet been cleared by the State regulatory
agency, was attempting to live up to its
requirements, and certainly should have
been included.

I want to proceed at this time, and I
will proceed; and if the Senator has ad-
ditional questions, I will be delighted to
respond to them.

A technical listing of these provisions
appears as exhibit 1. It includes both
the special provisions for particular cor-
porations, as well as selected special pro-
visions for particular industry groups. I
will not read exhibit 1, because of its
technical nature, but instead only sum-
marize if. In addition, I will suggest a
number of possible solutions to the dif-
ficult problem of treating the special pro-
visions, by way of general policy in the
future.

LIST OF SPECIAL PROVISIONS

First. I would like to point out, first,
that the committee adopted, partially at
my request, a special provision which
benefits the Western Massachusetts
Electric Co. The provision would permit
this company to change its method of
accounting; the generally applicable
provision in the bill would prohibit it.

Second. The Benwood Foundation, of
Chattanooga, Tenn., would be permitted
to continue ownership of the stock in a
number of unrelated businesses. Under
the generally applicable provision in the
bill, the foundation would otherwise be
forced to sell the bulk of this stock.

Third. The Morris and Gwendolyn
Cafritz Foundation of Washington, D.C.,
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would be exempted from the imposition
of certain immediate stock divestiture
requirements, which would otherwise be
imlﬂosed under the generally applicable
rules.

Fourth. The El Pomar Foundation, of
Colorado Springs, Colo., would not be
subject to the general divestiture re-
quirements in its ownership of stock in
the Broadmoor Hotel, under a special
exception to the general rules.

Fifth. The Olin Foundation of New
York City would receive similar treat-
ment on its 100-percent ownership of the
Federal Cartridge Corp., under the same
exception.

Sixth. The Herndon Foundation of At-
lanta, Ga., would not be subject to the
general divestiture rules in its ownership
of a number of insurance companies,
under a similar exception.

Seventh. The James Irvine Foundation
of San Francisco would be forced to dis-
pose of most of its stock in the Irvine
Co. on an accelerated basis, under a
special restrictive provision.

Eighth. Loyola University, in New Or-
leans, La., would be exempted from
the unrelated business income tax
on CBS-radio affiliate WWL, which it
owns, under a special exception to the
general unrelated business tax rules in
the bill.

Ninth. Litton Industries executives
would be excepted from a new, generally
applicable, tax on stock options, under a
special provision.

Tenth. The Transamerica Corp. would
be permitted the existing rapid depre-
ciation of a new, nonresidential building,
which would be unavailable to the cor-
poration under the general provision in
the bill,

Eleventh. Taxes on bonds benefiting
the University of Virginia would not be
subject to the generally applied new
rules applied to arbitrage bonds, under
a special provision.

Twelfth. The Mobil Oil Corp. would be
saved $12 in taxes under a special ex-
ception to the repeal of the investment
credit.

Thirteenth, Uniroyal, Inc., would be
saved $3 million under a similar pro-
vision,

Fourteenth., The Lockheed Aireraft
Corp. would save $14 million under a
similar provision.

Fifteenth. The MeDonnell-Douglas
Corp. would be saved $6.5 million under
a similar provision.

These 15 provisions are, broadly speak-
ing, limited to the specific corporations
or foundations or cases I have mentioned.
In addition to these very specific pro-
visions, there are others which benefit
specific industry groups. These include:

First. Nineteen oil pipeline companies,
permitted to change their methods of ac-
counting for depreciation; most other
regulated industries are not permitted to
change.

Second. Oil pipeline companies and
coal producing companies generally are
exempted from the repeal of the invest-
ment credit, if they meet certain criteria.

Third. Companies which must acquire
barges to service oceangoing “mother
ships" are also excepted from the general
repeal of the investment credit.

As I said earlier, I am sure this does
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not exhaust the list of special provisions.
But it does give some idea of their num-
ber and their breadth.

One of the most serious problems with
them is their unintended beneficiaries.
The example of the Philadelphia nun is
a good one. It was originally enacted in
1924 to cover the case of a wealthy Phila-
delphia woman who entered a religious
order. The provision insured that her
wealth went to charity virtually untaxed.

But down through the years, other tax-
payers with substantial incomes have
found ways of gaining tax advantages
from this specific provision. The latest
complete statistics are for 1966, and they
reveal the following information:

Roughly 100 taxpayers used the pro-
vision that year, all of whom had yearly
incomes in excess of $1 million.

This provision was the major factor
in eliminating taxes for 49 of the 154
individuals with incomes over $200,000
who paid no taxes in 1966.

In one specific case, an individual had
a net income of $9.7 million. Because he
qualified for this provision, he paid no
tax on his $9.7 million income, but had
it free to spend, and paid no tax on the
rise in market value of the securities.

This provision costs the Treasury $25
million a year in lost revenues.

To summarize, the provision put into
the tax code to take care of a specific
case, the Philadelphia nun, subsequently
became available to hundreds of other
wealthy individuals who rearranged their
financial affairs to qualify for it.

POSSIBELE SOLUTIONS

As 1 earlier pointed out, this is not
a new situation. Neither is it a situation
to be condemned out of hand. There are,
many times, particular individual eir-
cumstances of a specific situation which
merit special attention. But I see no rea-
son for legislating these special provi-
sions in secrecy. There are three prin-
cipal reasons I feel this way:

First, the problem of unintended
beneficiaries. As the case of the Philadel-
phia nun illustrates, a provision designed
for one situation can readily become
available to other individuals who tailor
their own stituations to take advantage
of it. By revealing the genesis of these
special provisions, it may be possible to
prevent them from becoming provisions
of general application, in appropriate
cases.

Second, the problem of a shorter and
simpler tax code. Were all the special
provisions somehow treated differently
than they now are—either as private tax
bills, or listed in a separate appendix to
the code—administration and under-
standing alike would be enhanced. It is
difficult to estimate what part of the
present code could be separated out un-
der this theory, but it is without doubt
appreciable.

Third, the problem of public confi-
dence in public processes. It is not a
secret that special provisions find their
way into the various tax bills passed by
the Congress, and signed by the Presi-
dent. But it usually is a secret which
groups or individuals benefit from them.
And this aura of secrecy generates an
impression that the provisions are hid-
den because their sponsors have some-
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thing to hide. I do not believe this to be
the case. Anything given the force of
Federal law should—indeed must—be
able to stand the test of public scrutiny
if we are to expect the public to have
continuing faith in our government
processes.

‘These, then, are the principal reasons
for listing the special provisions, I had
given some thought to offering an
amendment to this bill requiring the In-
ternal Revenue Service to furnish the
appropriate congressional committees
with a list of the special provisions, both
in this bill as it is finally approved, and
now in the code. This list would serve
as a basis for cleaning up the present
code, and helping to prevent the spe-
cial provisions in this bill from becoming
generally applicable provisions.

I have considered two other amend-
ments to treat this problem.

An amendment to the Legislative Re-
organization Act, authorizing private tax
bills, similar to the private immigration
and private relief bills. A number of pri-
vate tax bills have in the past been ap-
proved by the Congress under the guise
of private relief bills, the precedent, con-
sequently, is firmly established.

An amendment to the present tax bill,
which would utilize various technical de-
vices to limit general application of the
special provisions. An example of these
technical devices would be effective date
limitations.

But because this problem has not been
examined by the Treasury Department,
nor the appropriate committees in suffi-
cient detail, I do not plan to offer the
amendments at this time. Rather, I in-
tend only to raise the general problem
for discussion. I am sure that expert
commentators will have many construc-
tive suggestions, and I am also sure that
the appropriate committees will give
their attention to them.

It may well be, in the interim, that the
Internal Revenue Service will have its
hand strengthened in attempting to limit
the spread of preferences, now that the
legislative history of the bill lists at least
a portion of them.

Our tax system is largely voluntary,
insofar as the burden is on the individual
to report his income, annually assess his
tax, and then pay it. It is reassuring that
the vast majority of Americans are
serupulous in adhering to the laws and
regulations, and it is a signal of the
strength of our democratic system.

But if we do not guarantee the law’s
equity and uniformity, then we will erode
public confidence in it and in our system
of government. That is why I feel the
secrecy traditionally surrounding these
special provisions serves no useful pur-
pose.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp a
document entitled “Technical Explana-
tion of Special Provisions in the Tax Re-
form Act of 1969,"” and a document en-
titled “INlustrative Exhibit of Special
Provisions Now in the Tax Code.”

There being no objection, the docu-
ments were ordered to be printed in the
REecorp, as follows:
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TECHNICAL EXPLANATION OF SPECIAL Provi-
SIONS IN THE Tax REFORM AcT OF 1969

I. Tax treatment of private foundations:

A. Stock Ownership Limitation (Sec. 101
(b) of the bill, pages 3845 of the report, and
sec. 443 of the code).

1. Benwood Foundation, Discussed in the
second full paragraph on p. 41 of the report.
Benwood owns a number of Coca-Cola Bot-
tling Company franchisors.

2, Cafritz Foundation. Discussed in the first
full paragraph on p. 43.

3. El Pomar Foundation and Olin Founda-
tion. Discussed in the third full paragraph
on p. 44. El Pomar owns the Broadmoor Hotel
in Colorado Springs; Olin owns the Federal
Cartridge Corporation.

4. The Herndon Foundation., Discussed in
the fourth full paragraph on p. 44. Herndon
owns & number of insurance companies.

5. The James Irvine Foundation. Discussed
in the first full paragraph on p. 45. Irvine
owns 53 percent of the Irvine Company,
which In turn owns 88,000 acres of land in
Orange County, California. This is nearly
20 percent of the county.

Eilfect: Generally speaking, if these foun-
dations were forced to dispose of all but 20
percent of their stock in the unrelated busi-
nesses they own, as the general rule in the
bill requires, then they would both lose con-
trol of the businesses and lose the income
from them.

II. Other exempt organizations:

A. Extension of Unrelated Business Income
Tax to all Exempt Organizations (Seecs 121(a)
(b) and (f) of the bill, pages 67-T1 of the
report, and secs 511 and 512 of the code.)

1. Loyola University. Discussed in para-
graph 6 on p. T70. Loyola owns radlo station
WWL in New Orleans, a CBS-affiliate.

Effect: Generally speaking, the bill extends
the income tax due from tax-exempt organi-
zations on the income from their unrelated
business operations to all tax-exempt organi-
zations. Loyola, however, will be exempted.

III. Restricted property:

(Sec. 321 of the bill, pages 119-124 of the
report, and secs. 83, 402(b), and 403(c) of
the code).

1. Litton Industries. Discussed in the
fourth full paragraph on p. 124 of the re-

ort.

a Effect: Generally speaking, the operation
of stock option plans is greatly restricted
under the bill, eliminating a tax advantage
presently available to corporate executives.
Litton executives have until 1873 before the
new rules take effect; the general rules apply
as of June 30, 1969.

IV. Depreciation allowed regulated indus-
tries: (Sec. 441 of the bill, pp. 17-176 of the
report, and sec. 167(1) of the code).

1. Oil pipeline companies. Discussed in the
second full paragraph on p. 174.

2. Western M chusetts Electric Com-
pany. Discussed in the third full paragraph
on p. 176. Western Mass, seeks to change its
method of tax accounting for depreciation,
having filed for permission to do so with the
state regulatory agency before the cut-off
date in the bill

Effect: Generally speaking, regulated
Utilities are prohibited from changing their
method of accounting for depreclation, be-
cause a recent trend in the industry will,
if allowed to continue, generate a tax reve-
nue loss of about $1.5 billion. Those com-
panies and particular industries permitted to
change their method, despite the general
rule, will effectuate tax savings.

V. Real estate depreclation: (Sec. 521 of
the bill, pp. 211-215 of the report, and secs.
167 and 1250 of the Code).

1. Transamerica Corporation. Discussed in
the paragraph beginning at the bottom of
p. 213. Transamerica had filed for what
amounts to a building permit, the cut-off
date of the bill, for construction of a new
plant.
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Effect: Generally speaking, the bill elimi-
nates certain types of accelerated deprecia-
tion on new, non-residential construction,
because continuing it would continue a wide-
spread tax shelter abuse. This abuse is avail-
able only to those individuals or corpora-
tions with substantial incomes against which
to offset the depreciation. Exceptions to this
general rule continues this offset factor.

VI. Tax treatment of State and municipal
Bonds:

A. Arbitrage Bonds (Secs 601 and 602 of the
bill, pp 217-220 of the report and secs 103(a),
6056, and 6685 of the code) .

1. University of Virginia. Discussed in the
first full paragraph on p. 220. The Univer-
sity seeks to apply the income from arbi trage
bonds in its control to the construction of
new residential facilities.

Effect: Generally speaking, the bill imposes
& new tax on arbitrage bonds (bonds issued
for the purpose of acquiring funds with
which to purchase other securities), because
often the Federal government loses the op-
portunity to tax the income on its own tax-
able securities when various kinds of com-
plicated procedures are adopted. Exceptions
to this general rule continue the present
practice.

VII. Repeal of the investment credit: (Sec
703 of the bill, pp 223 to 248 of the report,
and Secs 46, 47 and 49 of the Code).

1. Mobil Oil Corporation. Discussed In the
third full paragraph on p. 235. Mobil is con-
structing a new $180 million refinery in Jo-
let, I1l. The company had begun preliminary
work leading to construction of the refinery,
but had not actually signed a contract for
construction before the cut-off date.

2. Uniroyal, Inc. Discussed in the third full
paragraph on p. 239. Uniroyal is constructing
& 873 million new plant in Ardmore, Okla-
homa. While no construction contract had
been signed in this case either, the company
had filed a description of the new plant with
the SEC and had entered into a lease for the
plant with the City of Ardmore.

3. Lockheed Alrcraft Corp, and McDonnell-
Douglas Aircraft Corporation. Discussed in
Paragraph XIII on Page 244. Both corpora-
tions; had undertaken to produce aircraft
of new design, and had signed contracts
to do so prior to the cut-off date in the bill.
But they had not contracted to buy the ma-
chinery with which actually to produce parts
of the new aircraft,

4. Oil pipeline companies and coal com-
panies. Discussed In the 5 paragraphs begin-
ning at the third full paragraph on P. 240,

5. Barges for ocean-going vessels. Discussed
in XII paragraph on P. 243,

Effect: Generally speaking, the 7 percent
investment credit against taxes due is no
longer available for machinery and equip-~
ment purchased, or property constructed
after April 18, 1969. Exceptions to this gen-
eral rule are a direct tax benefit to those
who qualify for the exceptions.

ILLUSTRATIVE EXHIBIT OF SPECIAL PROVISION
IN THE Tax CobpE

1. Sec. 1240. (Enacted in 1951.) This spe-
cial provision, tailored to the situation of
Louis B. Mayer, former head of MGM, saved
him $2 million in taxes.

2. Sec. 512(b) (18). (1958). This special
provision was tallored to the situation of
Charles E. Merrill, former partner in Mer-
rill Lynch Pierce Fenner & Smith, the stock
brokerage partnership, who left an inter-
est in the partnership to a charitable trust.
The trust, wunder this provision, was
exempted from taxes on its share of the part-
nership’s income which would otherwise
have been due.

8. Sec. 2055(b) (2). (1956). This
provision was tailored to the situation of
Mr, and Mrs. Gerald Swope. Mr. Swope Was
former Pres. of General Electric. This pro-
vision saved her estate $4 million in taxes,
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through specially-tallored exceptions to the
general rules.

4. A provision in the 1962 tax bill con-
tained a provision for the Twin Cities Rapid
Transit Company of Minneapolis-St. Paul,
Minn., which make available to them 85
million in tax losses otherwise unavailable.

5. The same bill contained a provision for
Howard F. Knipp of Baltimore, Md., which
overruled an opinion handed down by both
the Tax Court and the Appeals Court.

(Note: Items numbered 4 & 5 just above
were vetoed by the President when passed
as separate bills; they were approved when
made part of the 1962 general tax bill.)

6. Congress adopted in 1961 a provision
granting special tax treatment to the sale of
3 billion worth of General Motors stock by
owners of DuPont Company stock. The sale
was ordered by the courts, as part of an anti-
trust decree.

7. In the Revenue Act of 1951, a provision
was adopted which gave Wesleyan Univer-
sity, Middletown, Conn. an exception to
taxes on unrelated business Income. Wes-
leyan had purchased a publication for school
children which earned about $1 million a
year, and the university was given a grace
period from taxation to adjust the income
appropriately.

Mr., WILLIAMS of Delaware. Mr. Pres-
ident, I wish to ask the Senator if he
is going to introduce an amendment to
correct these matters?

Mr. EENNEDY, No, I am not. I men-
tioned in my remarks what I thought
would be two possible amendments, but I
mentioned them very briefly. I would
hope we would have some discussion or
comment on it some time in the future,
but I am not prepared at this time to
offer such a solution.

Mr. WILLIAMS of Delaware. Why not?
The reason I made my suggestion is that
I opposed these same measures in com-
mittee and would welcome his support
in correcting them. But there is nothing
secret about it; I thought everybody knew
what they were doing when it was an-
nounced. I had understood the Senator
was going to introduce an amendment,
and I was looking forward to having his
support. I know two or three more spe-
cial exemptions he missed, and I believe
that working together we could accom-
plish something. If the Senator intro-
duces an amendment to carry out his
point, perhaps we can pass it.

Mr. KEENNEDY. The objective I had,
as I stated in my remarks—I am not sure
the Senator was in the Chamber at that
time—was a belief that in many of these
instances there were very legitimate rea-
sons for the inclusion of the special pro-
vision. I reach no kind of judgment, not
having been on the Committee on
Finance and not having heard the testi-
mony that was before it.

There probably are legitimate reasons
for many of these provisions being in-
cluded and I reach no conclusion about
them. My only purpose in making these
remarks is that I would have hoped that
perhaps, although it has not been done
in the past, there would be a description
of these matters in the report; that is, a
public review of those kinds of decisions
made available.

I find it extremely difficult to try to
locate those provisions in the report. In
some instances they are mentioned by
name but it is not developed in full
detail.

I feel concern fthat potentially per-
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haps some of these matters—perhaps
they do not—bear the same kind of
problem suggested by the 1924 nun
amendment which would lead to a loop-
hole, and in the atmosphere of what
has been done by the committee in elim-
inating the loophole. So I would think
there would be no real objection to the
points made.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. KENNEDY. I yield.

Mr. LONG. Can the Senator tell me
what good it would do me to know the
name of that Philadelphia nun? I under-
stand she was an heir of——

Mr. KENNEDY. Drexel.

Mr. LONG. The Drexel family. That
is one provision that was expanded into
a loophole and continued to be a loop-
hole until we, in the committee in this
bill, sought to close it. What good would
it do to know the name of the lady?
What is the difference?

Mr. KENNEDY. I suppose if there had
been a full description of that provision
in 1924, if there had been elaboration of
it in the course of the official discussion,
and there had been a thorough testing
of that concept—and the potentiality of
such a provision was visualized at that
time in 1924—1I suppose both the Senate
and the members of the committee would
have been a good deal more reluctant in
providing that special provision as an
item of general application. As I under-
stand it the special provision was a spe-
cial provision to apply only to that par-
ticular case. But during the intervening
vears, the word, so to speak, got around
and more and more people took advan-
tage of it.

With the full examination the Finance
Committee has undertaken, in the course
of the hearings, and with the full dis-
cussion, dialog and examination which
have been given by the members of the
Committee on Finance to this particular
matter, I feel that when this bill be-
comes law the public will feel that there
are no “nun” provisions in if. I do not
believe there are, and I am sure the
chairman of the committee does not be-
lieve there are.

Mr, LONG. There are a lot of things
one can do in revenue legislation which
are unfair. But nowhere in the bill does
there appear the name of the principal
beneficiary of the various provisions. It
would be useless to state that one provi-
sion affected the Lockheed Co. or that
that one affected the McDonnell-Doug-
las Co., or that another is especially
applicable to Massachusetts Electric Co.,
because they might also apply to many
other companies.

Mr. KENNEDY. I would hope that
would not be in the bill, but in the re-
port there could have been this kind
of discussion.

I understand the House bill and the
Senate bill included a special provision
for the Hershey Trust, which was men-
tioned in the House report but not the
Senate bill. The distinguished minority
leader came down here and had a dialog
with & member of the Committee on Fi-
nance, and elaborated and discussed
those provisions to make the legislative
history “crystal clear,” as he put it. They
wrote it into the House report. As I un-
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derstand it, that was the only special
provision which was included. I might be
wrong on that, but that was the only
one.

Mr. LONG. May I say to the Senator
that as a matter of interest and of news,
and as a matter of reporting and curios-
ity, it is fine to know that a provision in
the bill might affect this taxpayer or it
might not affect that taxpayer over
there. I personally, however, cling to the
same old concept of justice as the lady
who stands there blindfolded and holds
the scales of justice. She does not know
who has an interest on the left side or
who has an interest on the right side.
She just tries to do what is right on
the matter that is involved. That is how
we should do these things.

Personally, I will fight as long as I am
here to see that the code of ethics which
operates for judges does not apply to leg-
islators, because a legislator is intended
to be an advocate. He speaks out for what
he believes to be good for the people he
represents. He is also an advocate of what
is good for the whole country, but he rep-
resents the people of the State who sent
him here. The laws of our country are so
drafted and so intended. He speaks for
the people he represents who elected him
to Congress and sent him here.

When one of us becomes a judge, where
some things do not particularly affect
those of our State, I would like to see
us look upon that impartially. It would
not make any difference whether it would
involve someone named Drexel or some-
one named Smith. The question is what
isright and what is wrong.

As chairman of the committee, all I
want to know is, one, what are the merits,
and two, how much is involved. It is very
nice, sometimes, to do things that way,
but it costs the Treasury so much money
that the Government cannot afford it.
Under those circumstances, one would
feel that it would be better to treat those
problems in some other way than con-
sidering the potential revenue effect. But
where someone raises a problem and says,
“I am treated unfairly under the bill"—
and also anyone else who is similarly sit-
uated and is treated unfairly—why
should he be singled out for notoriety if
we think he is right? He should be able
to communicate with us even by writing
an anonymous note and saying that it is
not fair or right.

When we deal with a taxpayer who
thinks he has been treated unfairly and
believes that his case merits some legis-
lation to correct that problem, why
should the Treasury tell us that the tax-
payer who says his name is Adam Jones
and someone else is named Bill Smith,
have similar problems, when there are
other people who would be similarly af-
fected and who are entitled to the same
consideration?

For instance, this Lockheed provision
was not inserted in the bill by the com-
mittee at all. That is a provision that the
House sent to us. I took it on the floor
prior to the time we ever conducted hear-
ings. The problem was that the House
had looked at a certain tax problem in-
volving the Lockheed Corp., a tax prob-
lem involving the investment credit, and
it had legislated in such a fashion that
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the hardship, involving the existence of
a contract, would not be imposed upon
Lockheed.

Then, after they did that, someone
pointed out that the Douglas Co., now
the MeDonnell-Douglas Co,, was simi-
larly affected. Now technically the prob-
lem seemed different, but as a practical
matter it was the same problem. It had
to do with binding contracts to build
aircraft, and the aircraft were entitled
to come under the investment credit.
They needed to acquire the machinery
and other equipment to build the air-
craft. The only difference between the
two cases is that the contracts were
slightly different.

So it was felt that if we were going to
provide this treatment for Lockheed, we
had to provide equally for both. Here
was a new test being put on Lockheed,
and they said it was unfair to do it to
them because they had a binding con-
tract. We could either strike out what
we had done for Lockheed or do the
same thing to McDonnell-Douglas. So
far as I was concerned, we could go
either way. We considered the matter,
and after we considered it and discussed
the various aspects of the arguments, the
committee decided that both should be
relieved of the hardship imposed on
them.

There is a provision that relates to
ocean-going barges, which is also a House
provision. While the Senator is finding
fault with people, he should include the
Ways and Means Committee. No one
yet tried to find out who had the con-
tract. We could find it out easily enough.
Someone had a firm contract for the
ships that would carry the barges. The
firm had a contract for the ships at the
time the President made his statement
announcing that the repeal of the invest-
ment credit would be effective as of
April 18, but it had not signed the con-
tract for the barges that go on the ships.
A barge-carrying ship is useless without
the barge. In view of the fact that they
had an obligation to build the ship they
would have to build the barges as well.
So the barges would have to come within
the contract on the ships. The House did
that. If the Senator finds fault with it,
blame the House committee as well as
the Senate committee. Their procedure
has been the same as our procedure.

‘We do not make a point of identifying
the taxpayer in general legislation.
‘Where anyone is so affected, he could
claim the same henefits if he had the
same problem. In the accounts we gave
to the press, in the news conferences we
held day by day, after our executive ses-
sions, in some instances, before we even
said what the section is, we identified
the taxpayer who had been asking for
relief.

That was the case with Loyola Univer-
sity and in other cases. Whenever some-
one asked who might be affected by this,
or did we have knowledge of the tax-
payer affected by that, stafl identified
whoever the taxpayer was. And now it
would seem to be that if the Senator
wants to protect the right to be in-
formed, he could do so and I would have
no objection, day after day, asking that
any provision affecting a taxpayer should

CONGRESSIONAL RECORD — SENATE

identify all taxpayers insofar as we know
who they are,

But I have served here a long time,
with the Senator’s two brothers, and
neither one of them ever suggested, as
the Senator is suggesting here, that a
revenue bill should reveal the name of
every taxpayer that would be affected by
the bill we have drafted. That would be
a new procedure, if we did that.

Mr, KENNEDY. The only point I would
make, in responding to the Senator from
Louisiana, is that I think the Senator
has, by his description of the ocean-going
barges case and the various aircraft cor-
poration cases, given an explanation
which, perhaps in those cases, was given
in the course of the committee’s consid-
eration, the taking of testimony, and was
described in the journals of our country.
But there were other provisions which
were included in this bill which were not
so described. I am sure they were put in
there perhaps for very sound and legit-
imate reasons.

But the point raised here is that there
is no place within the report itself which
provides the kind of description that the
distinguisherd chairman of the commit-
tee has given in describing the legitimate
reasons for the inclusion of those special
provisions.

It is my position that public confidence
would be strengthened if it had such a
description. It in no way reaches the
question about the legitimacy:

Mr. LONG. Is the Senator aware of the
fact that there is not 1 percent—in fact,
not one-tenth of 1 percent—of the people
in the District of Columbia who read
the bill or who read the committee re-
port? What they read is what appears in
the newspapers.

The newspapers had the names of ev-
erybody who was asking for any partic-
ular provision as written in the bill, Talk
about public confidence, as to who might
or might not be affected by the bill. The
question is, Does the public know? Well,
the public knows. We told them, and it
was printed in the newspapers.

If we are going to inform the public,
will the public learn it from the volume
we have here on our desks, or from a
newspaper which probably has a circula-
tion of half a million copies? It seems to
me the public is better informed if it is
printed in the newspapers from coast to
coast,

Mr. KENNEDY. The point I was try-
ing to make is that without the kind of
notice the Senator refers to, I doubt if
it ever would have reached the newspa-
pers., When one hears that there have
been special provisions and then goes to
the report and cannot locate it, he feels
perhaps there may be other reasons for
such inclusion. The Senator knows there
was not. I believe there was not. I really
believe this is the reason for putting all
the material on the public record.

Mr. LONG. Mr. President, if I may
just make this comment, I will then be
ready to yield the floor as far as my part
of this colloquy is concerned. One of this
Nation's newspaper reporters who covers
the U.S. Senate for many newspapers in
this country said to the Senator from
Louisiana in connection with this mat-
ter—I will not identify that person for
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the reason that it would be unfair to
quote him unless he authorized it—that
there has never been a time in the Senate
to his knowledge when everything in a
tax bill had been explained to the press
in such detail or so promptly, when every
provision that related to a taxpayer had
been so quickly relayed to that taxpayer
who requested the knowledge with re-
spect to the bill. This was the high point
with regard to which the public had been
informed as to everything in the bill, why
it was there, and who might be affected
by it.

Mr. KENNEDY. Mr. President, will the
Senator yield?

Mr, LONG. 1 yield.

Mr. KENNEDY. I think the Senator
should be congratulated for what he has
done in this area, and for the represen-
tations he has made and the presenta-
tions he has made and the job he has
done with the bill. I would hope the Sen-
ator would not feel that these observa-
tions are directed at the distinguished
chairman of the committee, There is no
such intention. If I were to be critical,
it would be of the procedures which per-
haps have been in existence for a long pe-
riod of time. As the Senator has said, rea-
sons have been given for the provisions
to which I have referred this evening.
What the newspaperman to which the
Senator refers was provided with was
expansive, and the Senator deserves
great credit for it.

Mr., WILLIAMS of Delaware.
President, will the Senator yield?

Mr. KENNEDY. I yield.

Mr. WILLIAMS of Delaware. I speak
as one who fried to strike out the special
exemptions in the House bill to which
the Senator has referred. I was unsue-
cessful. I opposed the inclusion of all the
provisions the Senator from Massachu-
setts mentioned along with some he
missed, which I will mention in a
moment.

I have been on the Finance Committee
2. number of years, and in all fairness to
the chairman and the other members of
the committee, it should be pointed out
that I do not know of a single amendment
that was offered in the committee by any
member that was not identified by name,
Both the committee and the press knew
for whose benefit it was intended. It was
described by name and the exact case.
For example, the chairman of the com-
mittee advised the full committee he
wanted to bring up the amendment deal-
ing with the Loyola University. There
had been public testimony; but he knew
I was opposed to it, and he carried it
over for 1 or 2 days. I met Father Jolley.
While he had a persuasive argument, I
could not go along with him, as the Sen-
ator knows; but when we voted every
committee member knew what we were
voting on, and our decision was an-
nounced to the press by name of the uni-
versity. The same was true of the other
amendments.

Naturally we did not always name
every individual affected by every amend-
ment because we did not believe in pub-
licity for publicity’s sake.

I cite a case in point. The House in-
cluded a provision incorporating a
Tis-percent tax on investment in-

Mr,
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come of all foundations. I was very
strongly in favor of that proposal. I still
am. I thought it was no more than fair
that these foundations should pay some
tax. I was sorry that a majority of the
Finance Committee decided to eliminate
that feature.

Nevertheless, when the committee
acted to delete that section of the House
bill, we did not name the foundations
that were thus exempted from tax li-
ability, and I do not think we should
have. Everybody knew—at least I
thought everybody knew—the effect the
committee action would have even
thought we did not name the foundations
that will escape from paying any in-
come taxes as the result of this loop-
hole.

The committee did announce that a
rejection of the House amendment
would cost the Treasury about $100 mil-
lion a year in revenue. Under the bill
as passed by the House, the Rockefeller
Foundation would have paid $1,800,000
in income taxes. The Ford Foundation
would have paid $7,300,000. The Duke
Foundation's tax liability would have
been $1.3 million. The Lilly Foundation
would have paid $1.2 million in taxes.
The tax liability was estimated at $874,-
000 for the Pew Foundation under the
House bill. Under the language of the
House bill the Kennedy Foundation
would have paid in taxes of $630,000.
The action of the Finance Committee
exempted all these foundations of any
tax liability; but should they have been
named as the beneficiaries of special
tax privileges when it was a broad, gen-
eral provision of law?

Not a single one of these foundations
was named, but the total amounted to
$100 million. I do not think anything
would be achieved by publicizing the
names of these foundations as being a
part of a special interest group even
though some of us think they should
pay taxes the same as all other Ameri-
can citizens.

I realize there are those who feel the
foundations should not be taxed. I do
not question their sincerity, but I feel
they should be taxed. I wonder why the
Senator from Massachusetts eliminated
this special group from his list.

The committee by rejecting the House
amendment in effect gave complete tax
exemptions for the group I have named.
Should we have named them in the re-
port as the beneficiaries of a $100 million
windfall? I do not think so.

By the same token, last Saturday we
had before us the Stevens amendment,
which the Senator from Massachusetts
supported. It passed by a margin of 1
vote. The purpose of the Stevens amend-
ment was to reinstate the 7-percent in-
vestment tax credit to all depressed
areas. That sounded nice, but it so hap-
pens that all of the State of Alaska is
a depressed area along with many other
areas scattered throughout the country.
Under that amendment Atlantic Rich-
field and Standard Oil of New Jersey will
get investment tax credit on their $900
million pipeline in that State. That
amendment was supported by the Sen-
ator from Massachusetts. Should the
Senator have said that this was an
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amendment providing a $63 million tax
credit for Atlantic Richfield and Stand-
ard Oil of New Jersey? The Senator men-
tioned Mobil and others. Why did he not
include this item in his tabulation? Un-
der the amendment supported by the
Senator last Saturday, all the major oil
companies operating in the Alaska area
would get the T-percent investment
credit on their investments there. That
same pipeline provision was rejected by
the House. Our committee rejected this
proposal as an unwarranted windfall. I
do not question the sincerity of my
friend from Massachusetts who sup-
ported that amendment, which passed
by 1 vote. A change of 1 vote would have
defeated it. I do not say everyone who
supported it knew he was giving $60 mil-
lion to Atlantic Richfield and Standard
Oil of New Jersey, but that is what they
did. Was that legislation for a privilezed
group?

Perhaps the public ought to know who
got these benefits. I opposed that amend-
ment last Saturday. It was a glaring
loophole. I think it was unfortunate that
the Senate adopted that amendment.
But if Senators are going to name names
where do we start and where do we stop?

I congratulate my friend from Massa-
chusetts for bringing up this question.
I am a great believer in the publie’s right
to know, and I think this rule should
apply in all categories. I hope the Sena-
tor will offer an amendment to correct
all so-called abuses that have been out-
lined in his speech, and I will join him
in trying to get correction. In addition,
I will join him in supporting the pro-
vision of the House bill which will re-
instate the tax on foundations. They
should be taxed. I would not want to
impose this tax by name, but I have no
objection if he wants to name the vari-
ous foundations.

Was the amendment adopted last Sat-
urday an amendment for the relief of
Standard Oil of New Jersey and Atlantic
Richfield? They will get at least $63
million in tax credits on the pipeline,
and they will get more for their machin-
ery used in the exploratory wells.

Let us not just pin these down as spe-
cial amendments, because every business
interest in the State of Alaska likewise
will now receive that same inyvestment
tax credit. A grocery story or a filling
station buying some item that is eligible
for tax credit will now get it. The
amendment did not apply to just one
company. It was in broad, general terms,
and under its terms the whole State of
Alaska is classified as a depressed area.
Everyone in the counfry in such an area
will now automatically become eligible
for the T-percent tax credit. The Senator
from Massachusetts voted for that
amendment. Is this not another $300
million loophole?

Mr. KENNEDY. Mr. President, I think
the point has been made on this. I do
not wish to interrupt the distinguished
Senator from Delaware, but I intend to
vield the floor forthwith; I would simply
say that I think I have handled the mat-
ter in the main part of my remarks,
which express my opinion about this
question. They also distinguish between
the kinds of examples that have been
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suggested by the Senator from Delaware,
and those I mentioned here this after-
noon.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp two
law review articles which discuss the
problem of special provisions in the tax
laws. This matter was the subject of the
dialog a few minutes ago between the
distinguished chairman of the Commit-
tee on Finance, its ranking minority
member and myself.

There being no objection, the material
was ordered to be printed in the Recorp,
as follows:

[From the Harvard Law Review, Vol, 68,
March 1955]
PRESSURE (GROUPS AND THE REVENUE CoODE:

A REQUIEM IN HONOR OF THE DEPARTING

UNIFORMITY OF THE TAXx Laws

(By Willlam L. Cary*)
1. INTRODUCTION

The genesis of this paper is the casual
remark of a Washington lawyer who asked,
“What is the point of litigating a tax case
when we can have the statute amended for
the same outlay of time and money?" Prob-
ably his statement was inaccurate, and cer-
tainly it was extreme, but it comes as no
surprise to sophisticated counsel daily study-
ing the tax services to identify new patch-
work stitched upon the internal revenue
quilt. Pressure groups appear to be active,
and effective, in the constant alteration of
our tax laws. Whether their efforts take the
form of new sections, or euphemistically
called “technical changes,”* there is today
an accelerating tendency away from uni-
formity and toward preferential treatment.
The Internal Revenue Code of 1954 does not
alter this trend.

Some very admirable counsel have com-
mented that my concern should not be with
pressure groups in principle but with the
effectiveness of the “wrong" groups as distin-
guished from the “right”™ ones. They would
examine each new amendment and ask
whether it is good or bad. Their approach is
of course subjective, depending upon one’s
views as to what is socially and economically
desirable tax policy. It is probably true that
no one can be completely objective and that
some bias will be inevitable. Yet the attempt
here is considerably broader: it is an attack,
or rather, a modest foray, upon the whole
movement toward preferential and special-
ized amendments, irrespective of what group
is preferred.

The root of the evil is not easily identified.
Neither capital nor labor, nelther the Demo-
cratic nor the Republican party, is alone at
fault. It is unhappily true that the trend
toward special treatment has not been ar-
rested by the Eisenhower administration or
its predecessors. In all probability the basic
trouble lies in our political system as a whole
and in Congress particularly. Perhaps, then,
it is a futile pursuit to raise any doubt about
current developments in tax legislation, Dr.
T. 5. Adams recognized years ago that “mod-
ern taxation or tax-making in its most char-
acteristic aspect is a group contest in which
powerful interests vigorously endeavor to rid
themselves of present or proposed tax bur-
dens.”* But one need not repudiate the
democratic process to deplore certain abuses
which creep into it.?

If this article sought to settle the basic
issues of taxation, such as the selection of
the rate structure and the choice between
more excise, individual income, or corporate
taxes, it would indeed be taking sides in
what Dr. Adams referred to as ‘class poli-
tics.”* For our purpose let us accept the
existing structure of tax laws and focus

Footnotes at end of article.
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upon the preferential treatment and in-
equities within them. Thus the topic has
been narrowed substantially. Though it may
still be argued that this paper is unrealistic—
an effort to take politics out of politiecs—I
venture that this introduction of a quixotic
approach to revenue legislation is no more
bizarre than the enactment of certain amend-
ments to the Code recently introduced and
adopted by Congress.

We have reason to be concerned about the
future of taxation and tax administration.
One economist has argued that when tax
revenue exceeds 25 per cent of national in-
come, the danger point has been reached.’
Upon this assumption we already have ap-
proached the limits of taxable capacity. Prob-
ably the most distinguished writers on eco-
nomiecs disagree.® There is, however, another
limit upon taxable capacity, which is
basically psychological and has been too
long taken for granted despite its impor-
tance. Our fiscal system cannot survive un-
less the majority of the citizenry retain con-
fidence in the equity and uniformity of our
tax laws and their administration, and will
not countenance tax evasion. Stated in other
words, the tendency toward preferential
treatment breeds disrespect for the tax laws,
and without respect there will be no effort
made to abide by them.

The initial objective of this paper will
be to demonstrate specifically the trend to-
ward special legislation in the revenue laws.
Principal reliance will be placed upon the
Revenue Acts of 1951 7 and 1954, which af-
ford an extraordinary range of examples
illustrating the history of pressures upon
tax legislation. As will become quite clear
from their provisions, Congress has re-
sponded to pressures for the benefit of spe-
cific individuals, industries, and economic
groups. Following the analysis of particular
amendments, a comparison will be at-
tempted of the forms of relief currently
available under the Code for some of the
in-

major economic classes in our society:
vestors, owners of businesses, corporate ex-
ecutives, organized labor, farmers, and pro-
fessional persons.

II. RESPONSE TO PRESSURES FROM INDIVIDUALS
AND SPECIAL GROUPS

A, Retention of old relief provisions

Speclal relief provisions for individuals
and private groups contained in the pre-
ceding law have been re-enacted and are
firmly embedded in the 1954 Code. Prob-
ably the finest demonstration of legislative
tenacity, and of human incapacity to weed
out laws once on the books, is section 1240,
popularly known as the “Mayer Provision”
in honor of the alleged principal beneficiary
under it.* Originally introduced in the Rev-
enue Act of 1951, the provision bears the
deceptively general title of “Taxability to
Employee of Termination Payments." As a
general rule, except in the case of qualified
pension and like plans! any lump sum dis-
tribution upon retirement is taxable to the
employee and bunched in one year as or-
dinary Income.® Yet to resolve this predica-
ment in the case of one movie executive, the
bill provided for capital gains treatment
where the taxpayer had been employed for
more than 20 years, had held his rights to
future profits for 12 years during his term
of employment, and had the right to recelve
a percentage of profits for life or for a period
of at least five years after the termination
of his employment. How many persons
could such a restricted provision cover? Per-
haps an averaging system is needed for
bunched income generally, or for retiring
employees,® but is there any sound basis for
the relief of one executive through capital
gains treatment? It is especially noteworthy
that counsel did not even trouble to present
this amendment, and another involving per-
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sonal holding companies, to the House Ways
and Means Committee, but took all the
matters which he sponsored directly to the
Senate Finance Committee. Apparently
pressure upon members of one house suf-
ficed to ensure enactment of both meas-
ures. In 1954 the question arose as to how
this provision should be treated in the new
Code. Presumably because of its narrow
scope it was omitted in the House bill. How-
ever, in the hearings before the Senate com-
mittee, the proponent pointed out that “No
explanation of the omission is contained in
the Ways and Means Committee report, and
it is believed that the omission was inad-
vertent."” 1* He urged not only that the bill
should incorporate the existing provision
but also that the provision should be ex-
tended to cover the few cases where the tax-
payer has rendered personal services under
an agency contract involving receipt of prof-
its after its termination. The argument was
made that so long as relief was available to
corporate employees under the original stat-
ute, there was no reason why it should not
be amended to cover comparable agency sit-
uations. The plea was effective to achieve
the reacceptance of the 1051 provision by
the Senate,’* though it did not succeeed in
expanding its coverage.

In this case, as in the case of the personal
holding company amendment,” there may
be nothing alarming about the particular
relief which the taxpayer received. However,
the result was that a few persons were al-
lowed special treatment, while others un-
doubtedly have suffered from comparable
restraints.

B. New Relief Provisions

The 1954 Code has not only incorporated
the special relief provisions contained in
preceding acts, but has also added new ones.
Perhaps the most amusing addition is sec-
tion 6073(b), where—thanks to prevailing
pressures along the coastal areas—the extra
time given farmers to file a declaration is
stretched by the parenthetical phrase “(in-
cluding oyster farming)."

A new case of congressional generosity
in the 1954 Code seems tallored to the needs
of certain commission merchants in the
Bouth. Whether by custom or rules of the
trade, a few of them are required to do
business as partnerships although for tax
purposes their preference would be in favor
of operating in the corporate form. Their
problem was considered by the Treasury, and
received serious attention in connection with
the Administration’s stated policy of favor-
ing small business. In his budget message of
1954 the President said that small firms
should be able to operate under whatever
form of organization is desirable without be-
ing influenced by tax considerations, and
then recommended “that cooperation with a
small number of active stockholders be given
the option to be taxed as partnerships and
that certain partnerships be given the op-
tion to be taxed as corporations.” **

Provisions implementing this recommen-
dation did not appear in the 1954 House
bill (H.R. 8300) but were incorporated in
the later Senate version. Section 1351 of the
latter provided that corporations could elect
to have the tax status of partnerships under
specified conditions, and section 1361 gave
an option to partnerships where capital was
a material income-producing factor to be
taxed as corporations. The latter was de-
scribed in the Senate Report as ‘‘comple-
mentary to the similar option granted cer-
tain corporations.” =

The first and more important section, sec-
tion 1351, was eliminated In conference,
but—though few were affected—the mo-
mentum behind section 1361 was enough to
effect its retention, thus putting the cart
before the horse. In other words, two provi-
siong linked together by the President and
Senate were separated, and only the minor
one—benefiting a handful—was ultimately
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enacted. At this point it may be asked why
these partners should not be permitted to be
taxed as if incorporated when they are not
allowed to operate In the corporate form. But
if this is the case, should they be singled out
or should the same relief be available to all
the professions as well? They too are re-
quired to practice as partners. The facts are
that the statute is carefully drafted to ex-
clude lawyers, doctors, and all types of part-
nerships in which capital is not a material
income-producing factor.®

A major example of largess in 1054 was in
favor of inventors and persons financing
them in section 1235. Under the preceding
law the controversy whether th. sale of a
patent should receive capital gains treat-
ment involved two questions: was the origi-
nator an amateur or a professional, and did
he receive for his patent installment pay-
ments or royalties taxable as ordinary in-
come? = To obviate existing uncertainty and
“to provide an incentive to inventors to con-
tribute to the welfare of the Nation,” # these
considerations were eliminated. The House
bill restricted the relief to the “first and orig-
inal” inventor * and to cases where the sales
price was not dependent, for more than five
years, upon the productivity. use, or disposi-
tion of the patent in the hands of the buy-
er.” The Senate, however, concluding that the
House bill had not “accomplished its objec-
tive of stimulating inventions,” * extended
preferred treatment to anyone not a close rel-
ative or employee of the inventor who pur-
chased the rights or an undivided interest in
the invention before it was reduced to actual
practice, and removed the five-year proviso. =
It should be noted, however, that the wishes
of the patent lobby have not been fully sat-
isfied. In the 1953 hearings the president of
the National Patent Council urged that pat-
ents receive percentage depletion on the
ground that *“The depletion allowance is
based on the fact that the supply of oil or
minerals in a given area will eventually be
exhausted. However, not one penny is given
to an inventor for depletion, although a
patent can last only 17 years." =

The benefits conferred upon inventors and
their financial angels should be contrasted
with the treatment of artists, authors, and
composers under the current tax law. While
many groups within our society (including
a single movie executive) have become bene-
ficlaries of amendments converting income
into capital gains, the Revenue Act of 1950
administered the coup de grace to literary,
musiecal, or artistic compositions by expressly
excluding them from the definition of cap-
ital assets subject to favorable treatment.®
Why should the disposition of books and
symphonies not enjoy capital gains treat-
ment, while the sale of patents, livestock, and
coal and timber royalties do? Is it because
America tends to favor material success at
the expense of developing the arts? Surely
it cannot be that our critics abroad speak
the truth. Most of us believe that this is
not a conscious policy of discrimination
against nonmaterial values. On the narrow
issue of the 18050 amendment, the favorable
ruling and the unfavorable publicity re-
ceived with respect to the sale of the Eisen-
hower book may have been responsible for
congressional action® In general, however,
the reason why professional men and artists
are not recelving favorable treatment is
probably a pragmatic one. They are indi-
vidualists, too scattered to represent an effec-
tive political force, and without a lobby dedi-
cated solely to the cause of obtalning special
tax advantages. For example, while three
representatives of two separate patent or-
ganizations appeared before the Senate com-
mittee on the 1954 act™ only one repre-
sentative of the Mystery Writers of America,
Inec., was present™ Upon the conclusion of
her testimony, the chairman asked, "“Why
shouldn't we give these people some relief?”
and received the reply that “We looked into
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this, and it is just a question of how far we
want to go in extending capital-gains treat-
ment." =

Although the foregoing illustrate, without
exhausting, the special relief provisions en-
acted in 1954, brief reference should be made
to the amendment of old estate tax section
811(g). The 1954 Code excludes life insur-
ance proceeds from the gross estate, whether
decedent paid some or all of the premiums, so
long as he retained no “incidents of owner-
ship.”* Even before the new section was
six months old, it was said that the adminis-
tration might seek its modification: some
Treasury officials have discovered that the
life insurance industry has been strenuously
selling the new provision, telling clients
that only through insurance policies can
they completely escape tax liability.™

C. Special provisions for charities

Lest it be thought that the only person
seeking special treatment are individuals or
groups having a profit motive, attention
should be directed to provisions dealing with
charitable donations and organizations, One
of the earliest relief provisions, first enacted
in 1924,* is the so-called “Philadelphia Nun"
provision, which permitted unlimited deduc-
tions if contributions plus taxes during the
ten preceding taxable years equalled more
than 90 percent of taxable income.”™ Because
the provision appeared *“unduly strict,”®
Congress provided in the 1954 Code that the
90 percent test must be met in only eight of
the ten years.® Even with this new relaxation
the section still appears to be tailored to the
problem of only a handful of ascetics.

In the Revenue Act of 1951 # a special
statute was passed for the relief of Wesleyan
University, which had purchased a publica-
tion for elementary school children, then
earning a million dollars a year.t! Under the
1950 act income of a charity over $1,000 de-
rived from unrelated business became tax-
able; ¥ the 1951 act provided a three-year
period of grace to tax-exempt organizations
1o readjust outside businesses which they had
purchased—but relief was limited strictly
to the publishing field. The proponent of the
measure, Senator McMahon, indicated that
Wesleyan planned to integrate the publica-
tion into the university; but since it was
circulated in primary schools only, Senator
Eerr intimated that the real object must be
to integrate the million dollars per year, as
in the case of any other profitable invest-
ment.@

Under the 1954 Code an extra 10 per cent
charitable deduction is provided to individ-
uals if the contribution is made to churches,
schools, .or hospitals,* while the regular 20
per cent may be paid to the broad list of tax-
exempt organizations.** Possibly the selection
of these three classes of charities for special
treatment may be justified on logical
grounds. However, let us compare the selec-
tion with the provision denying tax exemp-
tion to institutions engaging in prohibted
fiancial transactions: ¥ there exceptions are
made not only for churches, schools, and
hospitals, but also for organizations engaged
in medical education or research.” To in-
crease the diversity, the junior senator from
Eansas pointed out on the Senate floor how
appropriate it is that “research in the field
of agriculture be placed in the same ad-
ministrative position with respect to the Rev-
enue Code as medical research,” and no one
objected.** Thus by a grant of special treat-
ment to a few organizations, any possibility
of maintaining some uniform pattern among
the charitable provisions of the Code has
been shattered without a moment’s reflec-
tion.

D. Fortheoming legislation

Full comprehension of the pressure for
preferential treatment cannot be conveyed
without consideration of forthcoming tax
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legislation, in all probability the Techniecal
Changes Act of 1955. Even before the Presi-
dent had signed the 1854 act, another tax bill
had been referred to the Senate Committee
on Finance, and was reported favorably.®
Congress adjourned before it could be passed.
The amendments included by the Senate
committee furnish examples of what may be
proposed this year, and provide relief to one
rallroad (retroactive to 1941),® certain
charitable organizations® the estates of cer-
tain persons who died from 1948 through
1950 without releasing powers of appoint-
ment,™ farmers selling livestock on account
of drought,” and other random beneficiaries.

One of the amendments is an attempt to
extend existing special legislation. During the
war years there was a statute which freed
the estates of veterans dying In action from
income tax for the year of their death.® The
self-evident purpose of the law was to lessen
the burden upon familles whose financial se-
curity might be impaired by the loss of the
serviceman. When relief has become avail-
able, there is always a next step in the quest
for special treatment: why tax the estate of
a deceased serviceman who was the bene-
ficlary of a trust under which income was
accumulated for his benefit while he was in
the service? In 1851 an amendment was
adopted to have such trust income treated
as if it had been distributed to the veteran in
the year of his death and thereby render it
wholly tax-exempt.® The proposal now has
been made to accord the same treatment ret-
roactively to trusts where refunds already
were barred.™ Thus relief, originally limited
to the personal income of the veteran, is to
be stretched to cover the undistributed in-
come of any irrevocable trust under which
he was the beneficlary.

E. The excess profits taz

Perhaps at this point inquiry may be
raised why no mention has yet been made
of the excess profits tax provisions. Among
them are numerous glaring examples of spe-
cial relief plainly tallored to a single com-
pany or at the most for the benefit of a
few.”™ Typical illustrations are provisions
which to the best of the writer's knowledge
were applicable to one or two television
manufacturers * or a single paper company.™
One of the baldest instances of preferential
legislation is a section of the 1951 revenue
act providing for an alternative average base
period net income with respect to any tax-
payer which was engaged primarily in the
newspaper publishing business and which
after the middle of its base period and prior
to July 1, 1950, consolidated with another
newspaper published in the same locality.®
We may well ask how many newspapers of a
size subject to excess profits tax possibly
underwent a consolidation during the very
brief period specified. Obviously one concern
was singled out.

The fact is that relief from the excess
profits tax was almost inevitable. Both in
theory and in practice, the problem of defin-
Ing what are “excess” profits is insoluble.® It
is in fact one of the main reasons why the
tax itself has been so unpopular. With rates
above 80 per cent, there would be instances
of oppressive hardship if an excess profits
tax law were enacted which afforded no pos-
sible escape. For this reason there was in
World War II a so-called “general relief”
statute entitled section 722, and the Excess
Profits Tax Council was estabilshed to ad-
minister it.* Because of congressional dis-
satisfaction with the handling of section 722,
relief provisions were specifically written
into the new Excess Profits Tax Act of 1950.%
In effect, Congress took unto itself the role
occupied by the Excess Profits Tax Council,
and granted statutory relief almost upon a
case-by-cae basis.® Thus if the 1950 excess
profits tax law had still be in effect in 1954,
provisions allowing special relief might have
been expected because no one can say with
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any certainty what profits are “normal” and
what are “excess.” It is still true, however,
that the taxpayers havig the most effective
lobbies received relief and the less fortunate
did not,
F. Preliminary generalizations

Before analyzing further instances of con-
gressional response to outside pressures, we
should arrive at some preliminary generaliza-
tions from the preceding examples of relief
to individual taxpayers and private groups.
In each instance the character of the relief
afforded is so technical as to make & simple
explanation impossible. Being obscure or in-
comprehensible to the layman, it is not rec-
ognized as an outright favor to one individ-
ual or a highly selective group. Moreover, the
relief is not palpably unwarranted. The case
involving the retiring movie magnate dem-
onstrates one of the basic weaknesses in the
tax system, namely, the taxing of bunched
income where no averaging system is avall-
able. But this inequity affects a multitude
of taxpayers: artists, writers, athletes, and
all persons retiring under similar circum-
stances. The movie executive here is probably
not injured as much as the actors who work
for the same company. By the same token,
the inventor has received favored treatment
without any congressional notice of others
engaged in creative work. In this respect
charitable organizations are equally vulner-
able. Perhaps all these cases warranted re-
lief, but is it not true that the tax laws work
hardship in an infinite number of transac-
tions? Can relief be scattered sporadically
among a few individuals—whose only com-
mon characteristic is access to Congress—
without making a mockery of the revenue
laws? For every person who successfully ar-
gues that he is discriminated against there
are thousands of others, inarticulate or in-
effective, who are suffering the same fate in
silence.

III. RESPONSE TO PRESSURES FROM INDUSTRY
GROUPS

The Code has not only scattered largess
among specific individuals and private groups
who requested relief but has also shown some
evidence of responding to pressures from sev-
eral industry groups. In general, it appears
that the extractive industries are the princi-
pal beneficiaries, and as a whole they are
galning an Increasingly strong position in our
tax structure.

Of this group, the oil Industry has been
the most frequently commented upon, prin-
cipally by reason of the 271, per cent deduc-
tion allowed against gross income for deple-
tion.* No attempt will be made here to re-
peat the criticisms levelled at the favored
status which the oil group enjoys.” Only a
handful of senators venture to oppose It. In
fact, one senator urged his colleague, Senator
Douglas, to withdraw a controversial amend-
ment by saying, “I am simply trying to keep
[him] . . . from committing suicide.” ® The
industry now regards percentage depletion as
a sacrosanct, almost constitutional, preroga-
tive, but still not enough. Other advantages
have been sought. One already obtalned is
the privilege of writing off intangible drilling
costs as expenses rather than capitalizing
them and perhaps losing them as deduc-
tions.® In 1950 the oil industry also succeeded
before the Senate committee in having in-
serted a new provision which would convert
the assignment of so-called “in-oil payments"
from an ordinary income transaction into
capital gain. Although the conference com-
mittee rejected the change™ it should be
recognized that a matter once raised is not
finally disposed of, but will recur as an issue
in hearings on subsequent revenue acts.

Several other extractive industries appear
to have profited recently from effective lob-
bying: coal in 1951™ and in the same year,
sand, gravel and stone.”™ With respect to coal,
the percentage depletion deduction was in-
creased from 5 to 10 per cent on the ground,




37642

stated In the committee report of 1951, that
the coal mining industry was peculiarly in
need of more favorable tax treatment because
of the inroads which alternative sources of
energy, particularly oil and gas, had made on
the potential markets for coal.™ It is interest-
ing to note the inconsistent theories upon
which the percentage depletion deduction is
granted. On the one hand, the intention is
to stimulate development and wildcatting by
awarding such a tax advantage to the oil in-
dustry.™ On the other, it is to furnish relief
to an industry which has suffered by reason
of the increasing use of oil and gas. If per-
centage depletion has any function in our tax
structure, should it be used to encourage de-
velopment of one group and “bail out” an-
other at the same time?

As a supplement to the additional percent-
age depletion upon coal, the 1951 act con-
ferred preferentinl capital gains treatment
upon royalties received by lessors.™ The Sen-
ate committee report expressed solicitude for
the industry and for the leases originally
drawn on coal property. It pointed out that
most of them are long-term and call for roy-
alty payments in cents per ton; hence the
lessor does not receive the automatic adjust-
ment for price changes which occurs when a
royalty Is expressed as a percentage of the
value of the coal extracted. Further, the re-
port stated, many of the existing coal leates
were old and royalty payments therefore
small.™ But it should be noted that capital
galns treatment was given to coal royaltles
on both past and future leases. Congress ap-
parently decided to confer a subsidy on the
coal Industry through the revenue laws. Of
course, the argument can be made that the
1951 provision ™ merely extends to the coal
industry what the timber industry had al-
ready received.” The next question, then, will
be why the coal industry should benefit if the
oil industry does not, and why capital gains
treatment should not be available with re-
spect to oil or many other royalties in areas
which might deserve positive encouragement
instead of subsidies for their declining
status.

It should be noted further that according
to the Senate committee the lessor of a coal
property “as a practical matter” is not likely
to benefit from the increased percentage
depletion provided.™ Thus since the latter
allowance would be of material aid to only
one group (the operators), another group
(the lessors) must recelve some compensat-
ing form of special treatment, such as capi-
tal gains. Once a policy of rellef has been
adopted, the consequence is that all parti-
cipants, operators as well as lessors, must
obtain a subsldy lest there be discrimination
among them.

The iron ore industry in 1954 sought and
almost obtained the capltal gains treatment
now available to owners of timber and coal.
By an amendment to the Senate bill, tax
relief was expanded to Irclude the disposal
of iron ore,” but the amendment was sub-
sequently eliminated In conference™ How-
ever, continuing pressure upon the Senate
is strong enough that the possibility of cap-
ital gains treatment cannot be deemed a
dead issue.

Iron ore is already receiving substantial
benefits under the tax laws. Percentage de-
pletion of 15 per cent™ has long been avail-
able to it, and the Revenue Act of 1961
permitted the expensing of all items in-
curred for the development of a mine or
deposit.® Similar benefits are provided with
respect to the write-off of mine exploration
expenditures to the extent of §100,000 in the
1954 Code.®™ The reasons given in the Senate
committee report for permitting both de-
ductions are much the same. The report
points out that where the depletion allow-
ance is a percentage of the gross income of
the property it is the same whether a large
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or small outlay is necessary to explore and
develop the mine, with the result that mines
having relatively large exploratory and de-
velopment costs are subject to unfair dis-
crimination® Thus it would appear that the
largess of percentage depletion in turn gen-
erates an Iinequity which must then be
remedied.

Another group which has been satisfied,
after years of clamor over “diserimination,”
may be referred to loosely as the "sand and
gravel lobby."” In 1951 almost every known
building material received a 5 per cent allow-
ance for depletion.® When Senator Douglas
moved unsuccessfully to strike out clam and
oy_ter shells on the ground that he did not
regard them as necessary to the national de-
fense, Senator Connally said in debate, “The
Senator from Illinocis is greatly concerned
about clam shells. He does not have many in
his district.” * In 1954, allowances fcr gran-
ite, marble, slate, and other stone, when used
as dimension or cornamental :tone, were
ralsed from 6 to 15 per cent.” In order to
draw some line, however remote, Congress in
the new Code expressly stated that percent-
age depletion does not apply to soil and wa-
ter, or minerals from sea water, air, or similar
inexhaustible sources.™

One of the most troublezome issucs in 1954
arose over limestone. The general policy of
of the statute appears to be that minerals
used for road material, concrete, or similar
purposes shall receive only a 6 per cent al-
lowance. However, two senators on the Sen-
ate floor pointed out that this would give
higher grade limestone unfair treatment
when used or sold competitively with items
guch as rock asphalt, which under section
613(b) (3) receives 15 per cent even though
used on roads.® The statute therefore was
amended specially to provide 15 per cent de-
pletion where a mineral is sold “on bid in
direct competition with a bonafied bid to
sell a mineral"” bearing the higher rate.” Thus
the gates have been opened to permit even
road-building materials to receive further tax
relief.

The next step can be best visualized
through the testimony of the chalrman of
the Taxation Committee of the National
Sand and Gravel Assoclation hefore the Sen-
ate Finance Committee in 1954. He pointed
out that the Hou:e bill at the time proposed
a 15 per cent allowance for limestone for
whatever purpose used, and expressed the
hope that “the wisdom and justification of
the proposal will be recognized by your com-
mittee.” ® He further testified that the same
considerations which led to this decision by
the House apply with equal force and logic
to the sand and gravel producers, who are
in competition with producers of cruzhed
limestone all over the United States.

If the oil industry receives percentage de-
pletion,™ why should not other extractive in-
dustries? One theory advanced for percentage
depletion, that the owner is losing his *“capi-
tal” which should be valued at some figure
approaching discovery walue™ is applicable
to all extractive industries. Probably the
strongest argument made by the oil industry
is that the predominant Importance of oil
in our economy, particularly in connection
with any war effort, constitutes a justifica-
tion for benefiting taxpayers risking their
capital in discovering and developing new
sources of supply.® The argument is particu-
larly applicable to the independent oil wild-
catters engaged in sinking holes which may
be and often prove to be dry. Undeniably the
risks they run are enormous. On the other
hand, critics have noted that the chances
taken by the major oil firms are within the
range of normal business activity, and there-
fore query whether such largess is warrant-
ed L

Even if we are willing to accept these argu-
ments, it does not follow that percentage de-
pletion at present rates is relief solely for the
loss which the owner would otherwise suffer.
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When available to all substances save earth,
air, and water, the depletion allowance
quickly becomes an outright subsidy. The de-
fense argument for percentage depletion in
the oil industry may apply in the case of
uranium, but it certainly does not exist in
connection with sand, gravel, and like ma-
terials. Are there not in fact many other
industries where further development should
be encouraged? What accounts for legisla-
tion favoring sand and gravel firms is the
continued political pressure of the firms af-
fected and the argument that, as compared
with the oil, coal, and timber industries,
they are being discriminated against.

The fcregoing illustrations of congressional
responses to pressure from industry groups
point toward the basis upon which tax relief
has been granted. As already noted, the ex-
tractive industries have been the principal
beneficlaries.* How have they succeeded so
admirably, when in fact the coal Industry's
plea rests upon its depressed condition, while
the oil industry bases its claim upon the
importance of stimulating exploration and
developing reserves? The formula in most
cases appears to be the discrimination argu-
ment, the demand for tax equity. As one
author has indicated, tax equity is achieved
when the same load is placed on different
persons who are in similar economiec posi-
tions" With respect to percentage depletion
the coal industry sought to be placed in the
same favorable position as the oll group, and
the sand and gravel spokesmen felt they
were being discriminated against if they did
not receive treatment similar to that already
avallable to the ofl, coal, sulphur, and min-
ing industries. And now that timber and coal
royalties are afforded capital gains treatment,
the lever of discrimination can again be used
most effectively by the iron ore and oll men
to claim similar advantages for royalties and
“in oil payments.”

IV. RESPONSE TO PRESSURES FROM ECONOMIC
GROUPS

In moving from the privileged tax treat-
ment accorded to specific individuals and
industries, I next shall attempt a brief sur-
vey of some of the important economiec
groups In our soclety and how they are far-
ing in the race for special benefits. To a large
extent favored treatment is being conferred
in a sporadic manner, without regard to what
privileges are available to one class and with-
held from another. Cases evoking sympathy
and a desire to provide benefits are individ-
ually brought to the attention of Congress,
and treated upon an ad hoc basis.

A. Investors

Those Individuals who are well advised, or
especially fitted by occupation, training, and
background, are likely to be able to realize
fully the opportunities for minimizing their
tax burdens. Today the large investor prob-
ably constitutes the most important benefi-
ciary of preferential treatment. A Harvard
Business School study has reached the
opinion that much of the income received by
upper bracket individuals appears to avoid
the full Impact of the income tax™ One
chart indicates that in 1946 there was little
or no progression in effective tax rates be-
yond the $50,000 income level, and the maxi-
mum average tax rate was less than 50 per
cent, despite the fact that theoretical effec-
tive rates ranged as high as 85.5 per cent.™

The difference in effective tax rates on
individuals with large incomes can be at-
tributed in major part to capital gains.
There is undoubtedly a segment among the
investor group whose whole attention is di-
rected toward transactions which ultimately
might yield return of a capital nature. Some
of the avallable media are marketable com-
mon stocks, new ventures, real estate, oll
properties, and closely-held concerns. Since
the war there has been considerable activity
in the purchase and sale of appreciated prop-
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erty, sometimes following the acquisition of
the stock and liquidation of a family or close
corporation. Another opportunity available
to those in control of operating companies
is to ensure the retention of corporate earn-
ings and continuous expansion until the
owner can realize upon the correspondingly
enhanced value of stock or assets at capital
gains rates1® Purthermore, the area of cap-
ital gains has been growing to include timber
royalties and, most recently, coal royalties.m
But the capital gains rate of 25 per cent
seems to reduce the effective tax rates upon
certain persons with large incomes without
affetting taxability of others at all'™ Thus
there is created disuniformity in the rate
structure even among wealthy Iinvestors.
Pressure to expand the scope of capital gains,
and to reduce the rate and required holding
period, is a hardy perennial in congressional
hearings, and cannot be discounted as a
source of additional benefit to the high-
bracket taxpayer in the future.

Another, quite different, way of reducing
the effective rate of taxation is through the
purchase of tax-exempt securities and of in-
surance.’ Persons of wealth interested in
capital preservation or security, as distin-
guished from capital appreciation, have
bought substantial amounts of municipal
and similar types of bonds. In this instance
exemption is not due primarily to political
pressure from the large investor. Its origin
rests in the desire of states and municipal-
ities to issue securities at a very low rate of
interest.!™ Yet this tax exemption feature
represents at the present time a substantial
inequity in favor of persons in high income
tax brackets. There has been also a tendency
among the same group to invest in other
low risk investments having tax advantages,
such as life insurance policies. The freedom
from income tax of the investment incre-
ment in life insurance is probably the major
factor which renders life insurance attrac-
tive to the tax-conscious investor. The fact
that the interest element is not subject to
tax during the investor's life or at his death
is but one of the special favors enjoyed by
life insurance over other investment media.'™
For individuals in very high tax brackets the
after-tax yields on common stock may be
reduced below those available from tax-
exempt securities and certain life insurance
policies. And conservative investors may not
regard the higher income (if any) as ade-
quate compensation for the risk of capital
loss inherent in stock ownership.

Another grant available to the large in-
vestor, namely, percentage depletion, has al-
ready been discussed at length.® Invest-
ment in oil royalties from proven fields offers
one means of utilizing this tax advantage.™
0Oil drilling syndicates financed by persons
of wealth have now become commonplace.
They frequently invest a portion of their
funds with the expectation of writing off
intangible drilling costs immediately as an
expense against high income and taking the
additional 2714 per cent deduction in the
event that drilling is successful.®™

Perhaps the most obvious benefit to the
investor group is the new dividend credit
provision of the 1954 act. " Besides the agru-
ment of alleged double taxation, probably the
major reason given for the relief is that the
tax burden on distributed corporate earnings
“has contributed to the impairment of in-
vestment incentives.” 1* The Senate commit-
tee report pointed out that capital which
would otherwise be invested in stocks is
driven into channels involving less risk, re-
stricting the ability of companies to raise
equity capital and forcing them to rely too
heavily on borrowed money. Thus in part
the credit for dividends can be described as
an inducement to counteract the existing
tax exemption of insurance and municipal
bonds.

Footnotes at end of article.

CONGRESSIONAL RECORD — SENATE

B. Corporate executives

Another group which has been substan-
tially favored by the income tax laws is the
executives of established corporations. For
some time, since the enactment of old sec-
tion 165(a), now section 401, this group has
shared the advantages of pension and profit-
sharing plans available to employees of such
companies generally.!® In order to qualify,
such plans must be drawn in such a way as
not to discriminate in favor of employees
who are officers, shareholders, or supervi-
sors."? At the same time the group covered
can be severely limited under the 1954 Code,
and there is no cbjection to providing ulti-
mately for substantial remuneration to top
employees after retirement. The basic differ-
ence between executives and other employees
is that the former benefit in a larger dollar
amount.** The new Code has taken an addi-
tional step favorable to employees having
sizable estates by excluding from the estate
tax any annuity or other payment receivable
by a widow or other beneficiary under a
qualified plan. s

Question might be raised as to the pressures
which were responsible for the original enact-
ment of pension and profit-sharing legisla-
tion. Here, as in the case of municipal bonds,
the reason for enactment did not stem from
the beneficiaries, the executives. It lies in a
public policy favoring the assumption of re-
sponsibility by companies for their employees
after retirement. In other words, the execu-
tive group is a by-product beneficiary of a
broad policy favoring employees as a class,
Yet thanks in part to federal tax policy the
amounts received after the retiring age can
be so bountiful that the time may come when
the estate tax and income tax benefits en-
joyed by management will be subjected to
congressional review.

One benefit available to corporate execu-
tives does not arise from a special provision
in the Code, but rather from a judicial defi-
nition of when income becomes taxable, De-
ferred compensation plans are common today,
pursuant to which executives receive some of
their increased compensation in the form of
payments after retirement in return for act-
ing as consultants»*®

The trend in the direction of favoring cor-
porate executives is perhaps demonstrated
most clearly by the stock option provision en-
acted in 1950.27 It has been broadened in sev-
eral respects under the 1954 Code. Having the
alleged objective of providing an incentive for
executives to obtain a stake in the enter-
prise 18 this provision nevertheless favors of-
ficers who are recipients of options, if they
sell the shares they obtain more than two
years after the grant of the option and more
than six months after the transfer of the
stock. Under these circumstances they are
permitted to realize the profit upon their
“stake” at capital gains rates.!'” The corpo-
rate law cases which have arisen since the
enactment of the stock option provision in-
dicate that a consideration in the form of
services should be exacted for such options1®
They also demonstrate that such options are
basically for services rendered and therefore
compensation, which In the case of other
classes in our soclety Is treated as ordinary
income, not as capital gain!® An interesting
facet of the stock option law is that it rarely
provides relief for employees of small busi-
nesses because of the ten percent stock own-
ership limitation and the difficulty of ascer-
taining the value of the stock at the option
date.** This result is directly in conflict with
the incentive rationale underlying the stock
option law, for the efforts of the management
of a small concern seem more likely to be re-
flected in its success and the value of its
shares than the efforts of employees of public
corporations, where the price rise may rep-
resent stock market trends or extrinsic condi-
tions such as the Korean War.

Though not related to special legislation,
& further avenue for privileged treatment of
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corporate executives is through perquisites
of office, which are becoming increasingly
accepted among corporations. The allocation
of automobiles to executives for personal use,
an executive lunch room with meals at cost,
club membership, entertainment and expense
accounts are probably the least objectionable
of many benefits which today are available
to many company officers.’® Most of them
are actually income to the person, but are
difficult for the Internal Revenue Service to
detect. In fact, any strict application of the
principle of taxing all of them would un-
doubtedly be regarded as an attack on a cus-
tomary method of doing business in this
country.
C. Cwners of family businesses

The owners of family businesses today are
probably in a position even more favorable
taxwise than that of corporate executives.
This is especially true when they are oper-
ating through a corporation rather than a
partnership. In general theirs are the same
opportunities avallable to the large investor.
Under the corporate method of doing business
the owners are in a favorable position to
build up the company by accumulating prof-
its which may be realized at capital gains
rates through ultimate sale or liquidation.'*t
The cost involved is payment of the corpo-
rate tax and an ultimate capital gains tax
upon earnings which, if distributed as divi-
dends, would have been taxable to the owners
as income. The accumulation of profits, on
the other hand, is not readily available to
the owners of family businesses operating
in partnership form, where earnings must be
reported in the individual return. However,
anyone operating a business as a partnership
likewise has the ultimate advantage of dis-
posing of his interest at capital gains rates
under existing law.'® Moreover, one of the
most important tax advantages to the owners
of family businesses today, whether in the
corporate or partnership form, is the facility
to charge off substantial amounts of personal
expenditures as business expenses.® And it
should be noted that the proprietors of
closely-held concerns have an extraordinary
opportunity to benefit through a profit-zhar-
ing and pension plan in their capacity as em-
ployees of their own companies.!®” In these
respects they can have many of the advan-
tages available to the executives of public
corporations, and yet do not lose any possible
opportunities to realize on their profits
through ultimate sale or ligquidation at favor-
able rates.

The owner of a family business, like the
large investor, can spread the total earned
income of the business over the family group
to obtain tax advantages. This may be done
in the corporate field by the distribution of
shares to members of the family or to trusts
for their benefit. Largely because such a
benefit was available to persons operating
in the corporate form, the same kind of
relief was made available in the Revenue Act
of 1951 to family partnerships.'* Passed after
years of litigation, the act provided that for
federal income tax purposes a person must
be recognized as a partner if he owns an
interest in which capital is a material in-
come-producing factor, whether the capital
interest was acquired by purchase or gift. A
gift of a share in a family partnership is
henceforth to be respected regardless of the
motives which actuated the transfer. Thus
in the case of both corporate and partner-
ship firms where capital plays some part,
owners are able to spread among their family
groups income derived in large measure from
their own efforts.

D. Organized labor

The tax benefits derived by organized labor
under the Internal Revenue Code are not
yet on a par with those of the investor,
corporate executives, or business owners. The
capital gains provision, for example, is of
less advantage to the average worker since
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his income is relatively low and consists of
earnings exclusively. Also, no opportunity is
afforded for taking generous deductions,
since under the withholding process the em-
ployer furnishes a statement showing total
wages and the tax withheld. As a conse-
quence, it is not surprising to find that orga-
nized labor has opposed as “loopholes” many
of the provisions which Congress has enacted
favoring other economic groups: percentage
depletion, capital gains, and the like.*®

At the same time labor can scarcely be de-
scribed as unrealistic. Tax considerations
have played a part in the current siifting of
bargaining from wages alone to payments In
the event of retirement, accident, or sickness.
Perhaps ultimately labor will resort to the
same arguments that have been relied upon
by business owners and executives, Already
the tax position of organized employees In
established firms is much more favorable
than that of workers as a whole, The former
may be said to receive preferential tax treat-
ment through pension and profit-sharing
plans, under which contributions are ex-
empted from tax in the hands of the trust
and untll actually recelved by the em-
ployee.’® The 19564 Code further provides that
total distributions paid to the employee
within one year on account of his death or
other separation from service shall be con-
sldered capital gain.'® The Code has carried
over, and in some cases broadened, previous-
1y enacted exclusions from income in the case
of contributions by employers to health
plans,’™ compensation for Injury and sick-
ness,'™ wages continued in such event,'® and
$5,000 of insurance paid by reason of the
employee's death.'®

A movement seems to be growing to bar-
gain for broader fringe benefits, which might
be treated as falling under a comprehensive
definition of income. These benefits take in-
numerable forms, such as free meals, medical
service, summer vacations, purchase dis-
counts, and insurance. They have grown from
$8.8 billion In 1952 to $9.6 billion in 1853.%
One office equipment company has stated
that its fringe benefits amount to about $550
per employee, or a total of over $7 million per
year for its 14,000-person work force'™ Yet
there is some doubt whether it is admin-
istratively feasible to tax them.™=

The political and economic bargaining
power of strong unions ralses the guestion
whether, in the light of the growing demand
for revenue from low-bracket taxpayers, it is
not inevitable that the responsibilities of the
employer will be expanded to include not
only safer working but also better living con-
ditions for the worker, and that pressure will
be exerted to render such improved condi-
tions, these “fringe benefits,” tax free. In
essence the argument is that the Govern-
ment cannot tax a clerk working in well-
lighted, air-conditioned surroundings more
than a steel worker earning the same salary.
Hence taxes should not be imposed upon the
perquisites furnished some elements of labor
by reason of their stronger negotiating posi-
tion. But then the problem is whether the
perquisites avallable to management are any
different in principle, though more elaborate
in kind, from those enjoyed by labor. It is
conceivable that In terms of taxation the ob-
jectives of management and of organized
labor in bargaining with corporate organi-
zation today actually coincide, to the joint
detriment of the federal revenue.

Perhaps by reason of taxes our soclety is
moving back to the status of a barter econ-
omy, As one author has said, “we are going
through a development which is just the
opposite of that which marked the end of
the feudal period when wage payments were
beilng commuted into money. Now many
wages are being commuted into tax-free serv-
ices, Perhaps the time will come when the
individual unfortunate enough to receive all

Footnotes at end of article.

CONGRESSIONAL RECORD — SENATE

of his wages in money will have an impossi-
ble tax burden!' 1

E. Farmers

It is perhaps never fully appreciated that
one class of persons profiting extensively
from the present tax laws is the farmer. In
general the benefits he receives do not flow
from special legislation. Part of the farmer’s
tax advantage seems to stem from three
facts: farmers’ lodging (like that of all home
owners) is not treated as income; none of the
fuel or food, if the farm is self-supporting,
is included in income; and there is much
careless reporting, perhaps even deliberate
omission.® As a practical matter, {s there
any real way of enabling the Government to
reilize upon any one of these sources of in-
come? Much of the benefit farmers receive
can be attributed to the impossibility of ad-
ministering a tax law which could include,
or even discover, all items that might in
theory be treated as Ilncome In the farmer’s
hands.

At the same time it cannot be sald that
farmers as a class ars resting on their exist-
ing favorable tax status. The Revenue Act of
1951 provided that income derived from dis-
position of livestock should have the benefits
of capital gains treatment.!* At one point in
th» history of the bill turkeys, but not
chickens, were included.!* Both were finally
eliminated. But now that favorable treat-
ment has been accorded to guadrupeds, the
question may arise whether similar advan-
tages should not be accorded to poultry, and
ultimately to crops.

F Professional people

One element in our society which may be
regarded as orphaned under the Internal
Revenue Code is the professional class. Al-
though lawyers and doctors are said to enjoy
their peak earnings during th= 20-year ~pan
from the age of 40 to 60, there is no op-
portunity to average that income throughout
thelr working lives. It is true that lawyers,
writers, and other professional men have the
opportun’ly to spread an extraordinary
amount recelved in any one year over a
longer pericd if the services rendered cover
more than three years, but the privilege is a
limited one.** There is little tax relief and
no pension plan avallable to professional peo-
ple, though bills are now pending which may
afford them the opportunity to deduct a por-
tion of thelr income provided it is irrevocably
set aside until their retirement, s

The status of actors, athletes, and artists is
even worse. The span of their earning power
frequently is a period of less than ten years.
They are probably the worst victims of the
principle that income must be computed up-
on an annual basis and taxed in the year of
receipt. Although authors. artists, and
musicians share the privilege of spreading the
income received from work involving pro-
longed effort, they too may fairly claim to
be victims of discrimination. Why should not
the disposition of books and symphonies en-
Joy the capital gains treatment that the sale
of patents, livestock, and interests in coal
and timber now recelves? 1

V. GENERALIZATIONS AND CONCLUSIONS

Perhaps the general conclusion can now
be ventured that the tax laws represent a
patchwork of special legislation awarded on
a random basis. It may be too late for thor-
oughgoing reform, but there may yet be
time for occasional improvements. At this
point, therefore, let us attempt to restate
some of the dangers arising out of these
deepening inequities in the Code. The United
States has operated under a system of self-
assessment of taxes, which of necessity as-
sumes strict adherence by the great majority
of people. As indicated at the outset, If the
average taxpayer finds our tax laws more
and more checkered with special legislation,
the danger is that disrespect will spread and
make enforcement impossible. Whatever may
be the economic limit upon taxes, there is &
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practical and psychological limit which is
probably short of it.

Part of the problem today is the general
acceptance of a philosophy of taxation which
attempts to justify a system of disuniform-
ity. In the words of George O. May, the rev-
enue process might be looked upon as a
football game: “If you try to stop all the
plays in the line, you won't have a game. You
have to let someone get through the line
and score a touchdown occasionally or you
won't have a game.” %7 This homely argument
of a distinguished accountant in favor of
capital gains i{s another way of saying that
with rates as high as they are, holes in the
Code must be available so that someone can
make money. But should these holes be
drilled for the benefit of those who can exert
the most pressure? And if many such escapes
are provided, doesn't tax collection then be-
come a process of “dipping deep with a sieve,”
to use a phrase of Henry Simons? 48

It may be sald in rebuttal that virtually
every provislon in the Code is preferential
to some more than others—which no doubt
is true, Yet within broad classifications there
can still be some restraint upon special pro-
visions and some effort to cling to uniform-
ity. Otherwise the law, already hopelessly
complicated, will soon approach the ridicu-
lous. s It is also true that there are other
objectives in the tax law than fairness. In
some instances, as In the case of the im-
puted income of home and farm owners, It
may not be administratively feasible to
achieve absolute equity. Furthermore, If per-
centage depletion or capital gains were nec-
essary for the purpose of maintaining incen-
tive or in order to prevent the total disap-
pearance of capital formation, there might
be logical justification for some overall (as
distinguished from ad hoc) modification of
the tax structure. Nevertheless, each time
an amendment is sought, Congress should
g2 back to fundamentals: What, for exam-
ple, is the function of capital gains? Is it to
relieve against taxing bunched income in
one year, or is It to provide a needed incen-
tive, or both?

Without such restraint, it is difficult to
see where the accelerating pattern of prefer-
ential treatment can stop. The likelihood of
continuing special Ilegislation is demon-
strated by the number of pressure groups
which appear in every hearing on revenue
measures before Congress. According to one
writer, at the 1947 hearings approximately
150 organized groups were represented, all
but twelve of which clearly represented busi-
ness, labor, agriculture, or professional in-
terests.'® The complexion of the hearings held
in 1951 by the Ways and Means Committee
is similar to that of those held in 1942, The
four volumes of testimony preceding the
latest general revision, from June to August,
1953, demonstrate the current zeal of hun-
dreds of interested groups and their repre-
sentatives to be heard.

Many of the special provisions owe their
existence to the discrimination argument.
Perhaps the prineipal point made before Con-
gress is that, since one group in our society
has received a benefit the complaintant de-
serves like treatment. The more preferential
the legislation written into the Code, the
greater the opportunity for others to claim
they are being discriminated against. The
difficulty lies in finding, first, some logical
basis for drawing a line, and second, some
political groups supporting the policy of
drawing it. There are very few organizations
before Congress opposing further extension
of capltal gains treatment. Perhaps we are
gradually approaching the taxpayer's
millenium, when all citizens have avallable
the benefits of converting ordinary income
into capital galns!® As one writer has Indi-
cated, the preferred political way of reducing
inequities is to extend an existing privilege
to new groups, instead of withdrawing it from
the present holders»=




December 8, 1969

A final danger, already self-evident, 1s the
increasing complexity of the tax laws. Only
counsel spending the majority of his time in
minute examination of the tax laws is com-
petent to assure his client that he has taken
full advantage of the existing benefits under
it and avoided the pitfalls. “Every word
added to the Code for the benefit of some
particular taxpayer my well prove a trap and
a very costly one for some other unsuspect-
ing taxpayers.,' = It is lronic to recall the
statement which appeared in the minority
report on the Revenue Act of 1943: “We
should develop as soon as possible a long-
range, integrated, well-balanced, equitable,
and simplified scheme of taxation, and we of
the Republican minority propose to do all in
our power to bring about such a plan.” '™

The recitation of dangers arising out of
preferential legislation poses the final ques-
tion: What correctives are avallable in a
political soclety? Frequently one hears the
suggestion that the pressures exerted and
special favors sought are all due to current
tax rates, and there would not have to be
relief provisions if the rate structure were
not so high. As a rough generalization this is
partially true, though there would still be
persons seeking percentage depletion and
other deductions, and even lower capital
gains rates. At any rate it is undeniable that
the intensity of the efforts to obtain special
treatment would slacken If rates were lower.
And if we could be sure that some reduction
would satisfy existing pressure groups, it is
certainly worth serious consideration on the
part of Congress. But so long as international
tension exists and the budget remains un-
balanced, one obviously cannot expect reve-
nue receipts to be reduced substantially.
Politically, as well as economically, high taxes
and some progression in rate appear to be &
part of the facts of life’=

It may be asked whether the developing
pattern of preferential legislation can be ar-
rested by the change of administration.
TNlustrations from the 1054 Code demonstrate
the contrary. Furthermore, such a trans-
formation would be too much to expect from
any President’s office, whether Republican or
Democratic. As a previous writer has in-
dicated, the executive plays an important but
subordinate, role in the revenue field.'™®
Developments of tax policy originate in pro-
posals for change emanating from outside
and backed by pressures which the lawmakers
cannot ignore. In theory, legislation originates
in the House, but In reality the Senate is
engaged in developing, modifying, and choos-
ing among proposals brought before it. Prob-
ably the baldest =xamples of congressional
politics in action involved the passage of tax
legislation where the Ways and Means Com-
mittee was bypassed entirely. In these cases
the proponent’s counsel went directly to the
Senate Pinance Committee, before which
they were in a better position to secure &
favorable hearing and an amendment to the
pill, 7

Since they must seek re-election, it may
be too much to expect representatives to ig-
nore the pressures exerted upon them. But
lest our system of taxation break down, &
presumption should exist in the mind of
every Congressman against enacting tax leg-
islation for the benefit of one individual or
company or even of special groups. In each
case the question should be raised whether
the proposed bill will generate as much in-
equity as it is supposed to remedy, The de-
cision before Congress on revenue blils dif-
fers radically from that on subsidies in gen-
eral. In many instances the parties involved
have first attempted to secure rellef through
the Internal Revenue Service or the courts,
and failed. Under any circumstances, Con-
gress should try to resolve tax lssues in a
judicious manner, determining whether re-
lief is justified in view of the hardships in-
evitably imposed by a uniform revenue stat-
ute, For every one who obtains relief on the
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ground that he has been the victim of dis-
crimination, there are thousands of others
who are suffering the same fate in sileuce.

There are inequities in the tax law which
warrant further study., The taxing of
bunched income is among the foremost. It
is one of the strong reasons for adopting a
system of averaging or even conferring rap-
ital gains treatment as a rough way of
levelling off a lump sum receipt representing
years of effort or capital accretion’™ The
essential question is why remedial legislaticn
should be extended to one or two selected
persons and not, for example to athletes and
artists, who suffer most from a brief pericd
of spectacular earnings. In plain words, &
systematic rather than hit-or-miss approach
to relief must be the basis for future tax
policy, 1=

In an attempt to apply the basic presump-
tion against preferential treatment, several
possible ways may be suggested to focus con-
gressional attention upon proposed legisla-
tion. None of them, of course, is a remedy
in itself, but they may serve to alleviale the
problem. As a general rule, regard'sss of
which party is in power, the views of the
Treasury should receive more consineration
from Congress on gquestions of ur.formity
and falrness in tax bills. Much of tlLe special
legislation which appears in the revenue acts
represents congressional action taken against
the advice of the Treasury. By and large it
is in a stronger position than is Congress to
represent the public interest because each
senator and representative is subject to pres-
sure from constituents and speclal groups.

The Treasury, however, can scarcely be
vested with further authority if it maintains
an uncompromising attitude against relief
provisions. In general, from the Revenue Act
of 1942 until 1954, it has appeared reluctant
to initiate legislation even in cases of egre-
glous hardship. Though its function is to
protect the revenue, such a policy, whether or
not theoretically sound, nevertheless seems
politically unrealistic. If the Treasury had
undertaken to sift out and submit certain
justifiable grievances which came to its at-
tention, as it did in 1942, there might have
been a stronger basis for resistance on the
part of Congress to pressures overwhelming
it. Still, it seems improbable that the relief
of a few would have sated the ardor of
the many.

More information should be available to
Congress itself, in the hope that it might act
more responsibly. To reach individual con-
gressmen more effectively there might be
separate technical staffs for the House Ways
and Means and the Senate Finance Commit-
tees, as well as the Joint Committee staff.
For some years the latter has been directed
by its able chief of staff, who, being the
agent of both the Senate and the House,
cannot always take a position strongly op-
posing provisions personally sponsored by
leading members of either. In view of the
fact that senators and representatives have
differing objections to legislation before
them, it is possible that each committee's
staff might screen bills proposed in the other
house and keep members advised of any evi-
dences of special favor. Thus a system might
ultimately become established for checkmat-
ing undesirable measures introduced by leg-
islators overwhelmed by pressure from a
constituent or an organized group in their
districts.

A further suggestion stems from the fact
that in congressional hearings there is prac-
tically no one, except perhaps the Treasury,
avallable to represent the public. Perhaps the
reason is that all of the pressure group pro-
posals are of such character that no one of
them would have a large adverse effect on the
tax bill of any individual. Hence counter-
pressure groups seldom develop. One excep-
tion is the National Tax Equality Associa-
tion, which opposes cooperatives and the tax
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advantages they are sald to enjoy. A second
reason why the public is not more frequently
represented is the difficulty of forming pres-
sure groups around general interests. The
concentration of business organizations on
appeals brought to Congress and the empha-
sis placed on specific and often very technical
provisions make It difficult even for the
members of the tax committees to secure a
balanced view of what Is In the general in-
terest, what the public wants or, indeed,
what the public would want if it were in-
formed as to the facts.!™ In order to obtain
such & balanced view, therefore, It is sug-
gested that several leading tax experts
throughout the country be invited and re-
tained to make a presentation before the
Ways and Means or Finance Committee, Be-
cause they may be restrained by loyalty to
private clients, these lawyers could indicate
the provisions in the bill on which they could
not render an unhbiased opinion. At the same
time some of the craftsmen of the tax bar
might, as a public service, be willing to call
Congress’ attention to particular provisions
in which speclal legislation is creeping into
a pending tax bill. Many of them have served
willingly as advisers upon the American Law
Institute project to revise the tax laws.

‘What Is the responsibility of the bar In
connection with pressure legisiation? While
the general trend In tax administration has
been toward decentralization, many lawyers
have suddenly become aware of the fact that
Important tax issues are not necessarily de-
cided in the field or in the courts, but may
finally be resolved in Washington by Con-
gress. To most lawyers outside the District
of Columbia this seems to be a regrettable
development. There has been criticlsm of the
tax section of the American Bar Association
on the ground that it is being operated pri-
marily as a pressure group seeking to further
the interests of individual clients, This is an
extreme view, to which I do not subscribe.
However, it can be said that the bar as a
whole has taken no position with respect to
halting the trend away from uniformity in
the tax laws. In their capacity as Individual
lawyers it may well be that tax experts should
serve their clients' interests before Congress
as vigorously as they do before the courts.
But through our professional organizations,
and as citizens, we have duties of a broader
scope. Furthermore, as one writer has said,
over a lifetime each practitioner has a greater
interest In a fair and symmetrical body of
tax laws than any group has in special legis-
lation in any single year.)® Why, for ex-
ample, does not any bar association formally
deplore the “Mayer Provision"? This may not
be a question of ethies, but at least it offers
an unprecedented opportunity for service.
And it is not too much for the public to
expect of us, Today we are drawing many of
the most brilliant graduates from law schools
into the lucrative tax field and are develop-
ing the greatest masters of needlepoint in
the history of the law. Unfortunately, how-
ever, we have become so engrossed in detail
that we are unaware of the distorted pattern
upon which we are jointly working. Techni-
cal skill, in other words, is being developed
at the expense of breadth of understanding.

The late Justice Jackson pointed out that
the United States has a system of taxation
by confession, and “That a people so numer-
ous, scattered and individualistic annually
assesses itself with a tax llability, often in
highly burdensome amounts, is a reassuring
slgn of the stability and vitality of our sys-
tem of self-government.” * Let us safeguard
the uniformity of our taxes lest this system
become undermined and collapse’®

FOOTNOTES
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615.
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8 Inquiry may arise whether this paper is
an ambitious crusade against subsidies of all
kinds authorized by Congress, such as parity
for the farmers, bonuses for veterans, and
tariffs upon imported goods. The answer is
clearly negative, True enough, there are pres-
sure groups behind them, but at least the
subsidies themselves are generally open and
aboveboard. In contrast, preferential tax
treatment is often hard to detect and be-
comes apparent only after careful scrutiny.
Secondly, and more important, the main
thrust of the tax laws must be to raise rev-
enue, and not to satisfy political pressures
by indirect grants-in-ald fostering disuni-
formity and inequity. For analyses of pres-
sure groups primarily outside the tax field,
see Wirtz, Government by Private Groups, 13
La. L. REV. 440 (1953); SCHRIFTGIESSER, THE
LOBBYISTS, THE ART AND BUSINESS OF INFLU-
ENCING LAWMAKERS (1951); CrawrorDp, THE
PreEssURE Boys (1939).

4 See note 2 supra.

5 Clark, The Danger Point in Taxes, Har-
per’'s, Dec. 1950, p. 67.

¢ See, e.g., Pechman & Mayer, Mr. Colin
Clark on the Limits of Tazation, 34 REv.
Econ. & StaTis. 232 (1952).

765 StaT. 452.

& GBA Stat. 3.

¢ Int. Rev. Code of 1939, § 117(p), added by
65 StaT. 504 (1951). See Miller, Capital Gains
Taxation of the Fruits of Personal Effort: Be-
fore and Under the 1954 Code, 64 Yare L.J. 1,
13 (1954). Sections of the 1954 Code are here-
inafter referred to simply by section number;
sections of the 1939 Code, 63 Start. 1, as they
read immediately before repeal, are referred
to by “old" section number.

1 § 320, 65 StaT. 504 (1951).

1L § 402(a) (2).

12 E, T, Sproull, 16 T.C. 244 (1951), aff'd per
curiam, 194 F. 2d 541 (6th Cir. 1952); cf. El-
liott C. Morse, 17 T.C. 1244 (1952), aff'd, 202
F. 2d 69 (ad Cir. 1953). But ¢f. Commissioner
wv. Oates, 207 F. 2d 711 (7th Cir. 1953), 67
Harv. L. Rev. 1268 (1954); see Eisenstein, A
Case of Deferred Compensation, 4 Tax L. Rev.
391 (1940).

1 For suggestions with respect to averaging,
see Blough, Averaging Income for Taxr Pur-
poses, 20 Acc. Rev. 85 (1945); Groves, PosT-
waAR TAXATION AND EcoNomic PROGRESS 223-36
(1946); Simons, PERSONAL INCOME TAXATION
40 (1950); VICKREY, AGENDA FOR PROGRESS
TaxATION 164—97 (1947); Bravman, Equal-
ization of Tar on all Individuals With the
Same Aggregate Income Over Same Number
of Years, 50 CoLum. L. Rev, 1 (1950); Hear-
ings Before the House Commitiee on Ways
and Means on Forty Topics Pertaining to
the General Revision of the Internal Revenue
Code, 83d Cong., 1st Sess., pt. 1, at 243-72
(1953).

1 gee Hearings Before the Senate Commit-
tee on Finance on H.R. 4473, 82d Cong., 2d
Bess., pt. 3, at 1478 (1851).

There is no imputation or implication of
illegal or unethical activities on the part of
the sponsors of this provision, or their
counsel, It is the system which is subject
to scrutiny, not those persons who operate
with skill and effectiveness under it and can
put their case before pivotal persons in
Congress.

s Hearings Before the Senate Committee
on Finance on H.R. 8300, B3d Cong., 2d Sess.,
pt. 4, at 2003 (1954).

1 8, Rep. No. 1622, 83d Cong., 2d Sess. 115,
444 (1954) (hereinafter cited as 5. Rer. No.
1622). “Your committee agrees with the ob-
jective of removing this provision prospec-
tively but took that actlon in such a way
as not to affect individuals who prior to
1954 entered into employment contracts re-
lying on the application of this provision.”
Id. at 115.

¥ Under § 349 of the Revenue Act of 1951,
66 Star. 519, relief was granted in 1939
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to a Canadian personal holding company
which was subject to tax because it had
been unable to distribute its net income
without violating the Trading With the
Enemy Act, 40 Star. 411 (1917), as amended,
12 US.C. § 96a (1952). See JOoINT ComMM.
ON INTERNAL REVENUE TAXATION, SUMMARY
OF PROVISIONS OF THE REVENUE AcT OF 1951,
at 44 (1951) (hereinafter cited as SUMMARY
1951 Act). Apparently upon the theory that
profits would have been distributed in the
absence of such restraints, the statute pro-
vides for a deduction in computing the con-
cern’s undistributed net income to the ex-
tent of sums which it was prevented from
disbursing, In this connection attention
should be drawn to the fact that no corre-
sponding section was enacted providing that
the income deducted “as if"” distributed
should be taxed as constructively received
by the stockholders in 1951 or at any other
time.

15 “Declarations of estimated tax required
by section 6015 from individuals whose es-
timated gross income from farming (includ-
ing oyster farming) for the taxable year , . .
may . .. be filed at any time on or before
January 15 of the succeeding taxable year."
§ 6073(b).

1 N.¥. Times, Jan. 22, 1954, p. 14, col. 5.

* 8, Rep. No. 1622, at 119,

= Also significant is section 404(c), relating
to the United Mine Workers Welfare and Re-
tirement Fund. To meet the exigency that
payments to the fund made on a tonnage-
mined basis were not deductible, since they
were not pursuant to a qualified plan, the
new provision states that contributions will
be deductible as trade or business expenses
if made under an employee benefit plan es-
tablished as a result of an agreement during
a period of government operation, under
seizure powers, of a major part of the in-
dustry's facilities. S. Rep. No. 1622, at 56, 292,

2 See generally S. Rep. No. 1622, at 113-14,
438-41.

= Jd. at 439.

* Report of the House Committee on Ways
and Means To Accompany H.R. 8300, HR.
Rep. No. 1337, 83d Cong, 2d Sess, pt. 2, at
A280 (1954),

# Id. at 82, A279-82.

% 8, Rep. No. 1622, at 114.

 Ibid.

% Hearings Before the House Commiitee on
Ways and Means on H.R, 8300, 83d Cong., 1st
Sess,, pt. 2, at 1191 (1954).

2§ 210(a) (1), 64 StaT. 933 (1950).

% General Eisenhower sold all the rights in
his war memoirs for a lump sum of $635,000
and received a Treasury ruling that it was
capital gailn. See SurRrReY & WaRREN, CAsEs
AND MATERIALS ON FEDERAL INCOME TAXATION
579(1953 ed.).

® See Hearings Before the Senate Commit-
tee on Finance on H.R. 8300, 83d Cong., 2d
Sess., pt. 3, at 1662, 1666, 1684 (1954).

= Jd at 1610.

= Id at 1612,

3§ 2042, See 5. REP. 1622, at 124, 472.

® Wall St. Journal, Nov. 17, 1954, p. 1, col. 5.

* Revenue Act of 1924, §214(10)(E), 43
STaT. 271,

7 0Old § 120.

% 8. REP, No. 1622, at 30,

= §170(b) (1) (C).

# § 347, 66 StaT. 518 (1951).

97 Conc. Rec. 11700, 12369 (1951).

“ Revenue Act of 1950, § 421, 64 Star. 948,

97 Cownc. REC. 11701 (1951).

“§§170(b) (1) (A), (B).

' §§ 170(b) (1) (B), (C).

“ § 503.

T §503(b).

# 100 Cong. REc. 9044 (daily ed. July 1,
1954).

¥ H.R. 6440, 83d Cong., 2d Sess. passed the
House on July 29, 1954, and was reported with
substantial amendments by Senator Milliken,
chairman of the Senate Finance Committee,
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on August 2, 1954. S. Rep, No. 2038, 83d Cong.,
2d Sess. (1954).
“H.R. 6440, 83d Cong., 2d Sess. § 3(1954).
"LId. § 4.

57 Star, 140 (1943). Individuals dying
while in active service during World War II
were forgiven their income tax with respect
to the year of death, and also unpald income
taxes for prior years. Sectlon 334 of the
Revenue Act of 1951 provided similar treat-
ment for members of the armed forces dying
in combat zones during the Korean hostili-
ties, 65 Stat. 507.

®= Revenue Act of 1951, § 345, 65 Star. 517.

“H.R. 6440, 83d Cong., 2d Sess. § I (1954).

% See generally Oakes, The Revenue Act
of 1951: Ezcess Profits Tar Amendments,
5 Nar'u Tax J. 53 (1952).

s See Revenue Act of 1951, § 516, 65 STaT.
553; Summary 1851 Acr 54,

o See Revenue Act of 1951, § 511, 65 Star.
551; SummaArY 1951 Act 52.

% § 518, 656 StaT. 554 (1951); see SUMMARY
1951 Acr 55.

" See Rudick, The Controversy Over EPT,
6 Tax L. Rev. 121, 127-28 (1951).

% 54 STaT. 986 (1940), as amended, 56 STAT.
914 (1942); Mim. 6035, 1946-8 Cum. BuLL. 97.

“ §§ 44346, 64 StaT. 1163-72 (1951).

™ Address by Gordon Grand, Jr., Minority
Advisor, House Committee on Ways and
Means, 82d Congress, before the 44th Annual
Conference on Taxation sponsored by the Na-
tional Tax Association, Dallas, Texas, Nov.
27, 1951,

% § 613(b) (1).

* E.g., Baker & Griswold, Percentage Deple-
tion—A Correspondence, 64 Harv. L. Rev. 361
(1951); Blum, How to Get All (But All) the
Tax Advantages of Dabbling in Oil, 31 Taxes
343 (1953).

100 ConNg. REc. 8864 (daily ed. June 30,
1954) (Sen, Neely).

S U.S. Treas. Reg. 118, §39.23(m)—16(a)
(1) (1953).

“ HR. Rep. No. 3124, 81st Con., 2d Sess. 28
(1950).

™ Revenue Act of 1951, §319(a), 65 Stat.
491.

" Ibid.

™ S. Rep. No. 781, 82d Cong., 1st Sess. 37
(1951).

s Bee Baker & Griswold, Percentage Deple-
tion—A Correspondence, 64, Tax L. Rev. 361,
362, (1951); see also Blum, supra note 66.

" Old §117(k)(2), added by Revenue Act
of 1951, § 325, 65 StaT. 501, retained in the
new Code as § 631.

" 3S. Rep. No. 781, 82d Cong., 1st Sess, 42
(1951).

™ Revenue Act of 1951, §§325(b), (¢), 65
Srar. 501. The provision is retained in new
§631(c).

T §631(b); old § 117(k) (2).

™S. Rer. No. 781, 82d Cong., 1st Sess. 42
(1951).

® 5. Rer. No. 1622, at 338-39.

* HR. Rep. No. 2543, 83d Cong., 2d Sess. 33
(1954).

8 £613(b)(3).

% § 309(a), 65 Stat. 486 (1951).

= § 615(a). It was only $75,000 under the
Revenue Act of 1951. § 342(a), 65 Stat. 515.

5 5. REP. No. 781, B2d Cong., 1st Sess. 44, 63
(1951).

* Revenue Act of 1951, § 319, 65 Star. 497,

% 97 CoNe. REC. 12335-36 (1951).

¥ § 613(b) (6). See S. Repr. No. 1622, at 78—
79, 331-32.

% §§ 613(b) (6) (A), (B).

=100 Conc. REc. 8043 (daily ed. July 1,
1954) (both senators were from Texas),

= § 613(b) (6).

" Hearings Before the Senate Committee
on Finance on H.R. 8300, 83d Cong., 2d Sess.,
pt. 3, at 1267 (1954).

2 §§611(a), 613.

“ Baker & Griswold, Percentage Depletion—
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A Correspondence, 64 Harv. L. Rev. 361, 378-
79 (1851).

® Jd. at 362; see statement of General Er-
nest Thompson in Hearings Before the House
Commitiee on Ways and Means on Forty
Topics Pertaining to the General Revision of
the Internal Revenue Code, 83d Cong., 1st
Sess,, pt. 8, at 2001, 2003-04 (1953).

© Baker & Griswold, supra note 93, at 371,
3717.

% See also Heller, Practical Limitations on
the Federal Net Income Taz: Limitations of
the Federal Individual Income Taz, T J. F1-
NANCE 185, 197 (1952).

% BLoUuGH, THE FEDERAL TAXING PrROCESS 48
(19652).

* BuTTERS, THOMPSON, & BOLLINGER, EF-
FECTS OF TAXATION—INVESTMENTS BY INDIVID-
vALS 65, 84 (1953). Much of the material in
subsection 4 is based upon this excellent
book.

® Jd., at B5-86.

1% ByTTERS, LINTNER, & CARY, EFFECTS OF
TAXATION—CORPORATE MERGERS 04 (1951);
Cary, The Effect of Taxation on Selling Out
a Corporate Business for Cash, 45 ILL. L. REv.
423, 426 (1950).

w1 § 631(c).

12 BurTERS, THOMPSON, & BOLLINGER, Op.
cit. supra note 98, at 84.

W Id. at 39.

4 See, e.9., Hearings Before the House Ways
and Means Committee on Revenue Revision
of 1942, T7th Cong., 2d Sess., pt. 2, at 1517
(1042) . See also Hearings Before the House
Ways and Means Committee on Revenue Re-
vision of 1951, 82d Cong., 1st Sess., pt. 2, at
803-1159 (1951).

% See BUTTERS, THOMPSON, & BOLLINGER,
EFFECTS OF TAXATION—INVESTMENTS BY INDI-
vIDUALS 316-17 (1953).

¢ See p. 757 supra.

1w See BUTTERs, THOMPSON, & BOLLINGER,
op. cit. supra note 105, at 131.

18 See p. 575 supra.

1 £§ 34, 116.

ue 5§ ReP. No. 1622, at 6.

m Ibid.

u: In general, the advantage to executives,
i.e., employees, is that sums contributed by
the corporation, while immediately deduct-
ible by the corporation, are not taxable to
the recipient until their ultimate receipt.

13 £§ 401(a) (3)-(5).

14 The extensive use of such plans by es-
tablished concerns is set forth in Havry, Er-
FECTS OF TAXATION—EXECUTIVE COMPENSATION
AND RETIREMENT PLANS (1951). See also Lyon,
Capital Gains Benefits Connected with Ezx-
ecutive Retirement, NY.U. 12ra ANN, INST.
FED. Tax. 365 (1954).

15 § 2039 (c).

16 Deferred compensation plans are dis-
cussed in WasHiNGTON & ROTHSCHILD, CoM~
PENSATING THE CORPORATE ExXECUTIVE 168-85
(1951).

u7 Revenue Act of 1050, §§ 218(a), (b), 64
Srar. 942, added § 180A to the 1939 Code; re-
tained as § 421 of the new Code.

s 5 Rep. No. 1622, at 58,

us For early criticlems of the new stock
option provisions, see Lyon, Employee Stock
Options under the Revenue Act of 1950, 51
CorLum. L. Rev. 1, 52-57 (1951); Griswold,
The Blessings of Taxation: Recent Trends in
the Law of Federal Tazation, 36 AB.AJ.
999, 1057 (1950); see generally Dean, Em-
ployee Stock Options, 66 Harv. L. Rev, 1403
(1953).

W EKerbs v. California Eastern Ailrways,
Inc., 90 A. 2d 652, 6566-57 (Del. 1952); Gott-
lieb v. Heyden Chemical Corp., 90 A, 2d 660,
664 (Del. 1952).

1 For a demonstration of the potential
profits ($21 million for the corporate officers
participating in 26 stock option plans), see
Stryker, Do Stock Options Pay? Fortune, Dec.
1954, p. 118; see also Miller, Capital Gains
Taxation of the Fruils of Personal Effort:
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Before and Under the 1954 Code, 64 YALE L.J.
1 (1954).

122 Id. at 50.

123 For lurid expositions of the growing use
of expense accounts, see Havemann, Ezpense
Account Aristocracy, Life, March 9, 1953, p.
140; P. Arrey, THE Bic CuHANGE 215-18 (1952).

12 See Cary, The Effect of Taxation on Sell-
ing Out a Corporate Business for Cash, 45
Irn. L. REv. 423 (1050).

1S § 741, Cf. Williams v. McGowan, 152 F.2d
570 (2d Cir. 1945); Swiren v. Commissioner,
183 F.2d 656 (7th Cir. 1950); Hatch's Estate
v. Commissioner, 198 F.2d 26 (9th Cir, 1952).

1% See note 123 supra.

1 For recommendations with respect to
profit-sharing and pension plans for closely-
held firms, see 1 P-H CorpP. SErv. Rep. Bull.
No.5 (1953).

125 § 340, 65 StaT. 511 (1951); see also Sum-
MARY 1951 AcT 41.

1 See, e.g., the testimony of the Director
of the Department of Education and Research
of the CIO, In the Hearings on the Revenue
Act of 1951 Before the Senate Finance Com-
mitiee 82d Cong., 1st Sess., pt. 2, at 932
(1951).

1% §§ 401-04.

121 § 402(a) (2); ¢f. Revenue Act of 1951,
§ 335(a), 65 Star. 507.

122 ¢ 106.

133 § 104.

13 § 105(d).

1= § 101.

3 N.Y. Times, Oct. 17, 1054, § 3, p. 1, col. 5.

3 Ratchford, Practical Limitations to the
Net Income Tar—General, 7 J. FINANCE 203,
211 (1952). “During 1949 these [fringe bene-
fit] programs became the primary issue on
the collective bargaining agenda of many
unions . . . This intensified drive ... re-
sulted in the extension of these plans to
more than T4 million workers by mid-1950."
Id.at 210-11.

1 See Guttentag, Leonard, & Rodewald,
Federal Income Tazation of Fringe Benefits:
A Specific Proposal, 6 NaT'L Tax. J. 250 (1953).

1» Ratchford, supra note 137, at 211.

6 “For 1945 . . . the startling result Is
that ‘only 36 per cent of farm income was
reported on tax returns . . . as against 87
per cent of nonfarm entrepreneurial in-
come’.” Heller, Practical Limitations on the
Federal Net Income Taz: Limitations of the
Federal Individual Imcome Tazx, 7T J. PIRANCE
185, 198 (1952).

1 £ 324, 65 STaT. 501.

“HR. 4423, 82d Cong., 1st BSess. § 1175
(1851). In the course of the Senate debate
Senator George said, “I certainly cannot take
the chicken amendment to conference. Tur-
keys were Included somehow, I do not know
how.” 97 Conc. REc. 12336-38 (1951).

13 postponement of Income Tax on Income
Set Aside for Retirement, Hearings Before
the House Committee on Ways and Means on
H.R. 4371, 4373, 3456, 82d Cong., 2d Sess. 13,
14, 18, 19 (1952); Silverson, Earned Income
and Ability to Pay, 3 Tax L. Rev. 209 (1948).

14 See § 1301,

M5 See, e.g., the Jenkins-Keough Bill, HR.
10, 83d Cong., 1st Sess. (1953); see generally
Note, 66 Harv. L. R51. 1105 (1953).

us See § 1221(3); see p. 752 supra.

3T TaX INSTITUTE, CAPITAL GAINS TAXATION
22 (1948).

“sFor a general discussion of Henry
Simons’ views on the subject of fairness see
Simoxns, FEDERAL Tax REFORM 8-12 (1950).

% See Blum & Johnson, 1913-2013, A Hun-
Years of Income Tazation, 33 Taxes 41
(1955) .

1 BLouGH, THE FEDERAL TAxING PrOCESS 27
(1852).

3 As described In Blum, The Decline and
Fall of Capital Gains: 1921-1957, 28 Taxes
838 (1950); see also Johnson, The Last Taz-
payer, 30 Taxes 181 (1952).

13 Heller, Practical Limitations on the Fed-
eral Net-Income Tax: Limitations of the
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Federal Individual Income Taz, T J. FINANCE
185, 195 (1952).

s Miller, Ethical Problems in Lobbying for
Legislation, 8 Tax L. REv. 19, 22 (1952).

3 H.R. Rep. No. 871, 78th Cong., 1st Sess.,
pt. 2, at 7 (1043).

1% See Cary, The Income Tar Amendment:
A Strait Jacket for Sound Fiscal Policy, 39
AB.A.J. B85, B86 (1953).

‘% BLouvcH, THE FepEralL TaxiNG Process
83 (1952).

157 See p. T48 supra.

1% See Dakin, The Capital Gains Treasure
Chest: Rational Extension or Expedient Dis-
tortion?, 14 La. L. REv. 505, 507, (1954).

12 See also BurTERs, THOMPSON, & BOLLIN-
GER, EFFECTS OF TAXATION—INVESIMENTS BY
INDIVIDUALS (1953).

15 BLouGH, THE FEDERAL TAXING PROCESS
41 (1852).

i Miller, Ethical Problems in Lobbying for
Legisiation, 8 Tax L, Rev. 19, 22 (1952); see
also PAuUL, TAXATION IN THE UNITED STATES
773 (19564).

%2 United States v. Kahriger, 345 U.S, 22,
36 (19563) (concurring opinion).

1= See Riehm, Federal Tazation: Perspec-
tive During the Fifth Decade, 52 MIcH. L. REV.
041 (1954).

[From the Harvard Law Revlew, vol. 70,
May 1957]

THE CONGRESS AND THE Tax LossYisT—How
SPECIAL Tax Provisions GET ENACTED}
(By Stanley S. SBurrey*)

The development of a proper tax structure
for an economy as large and as complex as
ours is a task of the first magnitude. Given
the dimensions of the task and the political
arena in which it must be undertaken, the
Congress has performed the essential work
successfully. It has shown remarkable col-
lective wisdom in shaping our federal tax
structure, and its accomplishment in this
field may be measured favorably against
the tax systems of other countries. S8ince we
live in an era when both professional learn-
ing and public opinion regard a progressive
income tax as the most appropriate method
of raising governmental revenue,! and since
the progressive income tax is the mainstay
of our tax structure, this accomplishment is
remarkable. For a progressive income tax is
also the most complicated and difficult of
taxes to maintain. It places a premium on
sensitivity to economic changes and to public
attitudes. It demands high technical skills
on the part of those who shape the legisla-
tive structure, who administer and interpret
its provisions, who advise the public how to
order its business and family affairs under
the tax. It requires a literate citlzenry with
a repect for law and a willingness to shoulder
fiscal burdens. Our over-all successful rec-
ord in relying on the progressive income tax
is thus a noteworthy achlevement in public
finance.

The continuation of this success with our
federal-tax structure demands, however, con-
stant alertness to the correction of faults as
they appear. Recently there has been consid-
erable criticism directed against the exist-
ence in our tax laws of provisions granting
special treatment to certain groups or indi-
viduals. This criticism is aimed at both the
increasing number of new provisions of this
kind and the continuation of old provisions
the significance of which has become far
more Important with passage of time. Some,
it is true, have Irresponsibly resorted to erit-
ielsms of this character as a justification for
discarding the income tax* But nearly all
who have volced objections to special-treat-
ment provisions have done so In the hope
that a consideration of the problem would re-
sult in a strengthening of the income tax?

The criticisms on the whole involve these

Footnotes at end of article.
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assumptions: (1) that it is essential under a
progressive income tax, and also progressive
estate and gift taxes, to adhere as far as
possible to the criterion of equity or fair-
ness. Stated simply, this criterion demands
that the income-tax burden should as far as
possible apply equally to persons with the
same dollar income; (2) that the Congress
has not always followed this criterion in tax
legislation; and (3) that there are a good
many Instances in the Income, estate, and
gift taxes in which the failure to follow this
criterion is not properly justified by the re-
quirements of other criteria, As illustrations,
the critics point to such matters under the
income tax as the present exceedingly pref-
erential treatment of capital gains and espe-
cially its application to employee stock op-
tions, pension-trust terminations, coal and
timber royalties, patent royalties, growing
crops, livestock, and so on; percentage deple-
tlon; the exemption of interest on state and
local obligations; the continual expansion of
deductions for personal expenses unrelated
to profit-seeking activities; the provisions for
the blind and the aged; and the exemption
of certain fringe benefits. In the estate-tax
area, reference is made, for example, to the
exemption of employee annuities and of
transferred life insurance. In addition to
these provisions involving certain groups in
our soclety, the criticisms are of course di-
rected against these special provisions which
can affect only a handful of taxpayers, or
even only one or two, such as the so-called
“Louis B. Mayer amendment.” 4,

Often these provisions are spoken of as
“loopholes” or "special tax privileges.” Of
course, the use of the appellation “loophole”
is a matter of viewpoint, What is a “tax loop-
hole” to a CIO or an ADA meeting is merely
“relief from speclal hardship or intolerable
rates” to an American Bankers Association or
NAM meeting—and vice versa. Obviously we
do not all feel the same way about each of
the examples mentioned above, But despite

an absence of consensus on any particular list
of provisions there seems to be considerable
agreement that Congress in its tax legislation

has adopted provisions favoring special
groups or special individuals and that these
provisions run counter to our notions of tax
fairness. Moreover, the tendency of Congress
to act this way seems to be increasing.

Against this background, the purpose of
this article 1s to consider the question of why
the Congress enacts these special tax provi-
slons, to use a fairly neutral term. Not being
& congressman, I cannot of course really an-
swer the question. Nor can I hope to enumer-
ate all of the factors that might influence a
congressman in this area. But it may be use-
ful to speculate about some of these factors
and to see If there are ways in which the
consideration of tax legislation could be al-
tered for the better. It may help first to
sketch some of the major factors that are
operative in tax legislation. I propose to do
this only briefly, since these factors are gen-
erally well recognized.

I. SOME MAJOR FACTORS

(I) High Rates of Tax.—The high rates of
the individual income tax, and of the estate
and gift taxes, are probably the major factor
in producing special tax legislation, This is,
in a sense, a truism, for without something
to be relieved of, there would be no need to
press for rellef. The point is that the average
congressman does not basically belleve in the
present rates of income tax in the upper
brackets. When he sees them applied to in-
dividual cases, he thinks them too high and
therefore unfalr, Any argument for relief
which starts off by stating that these high
rates are working a “speclal hardship” in a
particular case or are “penalizing™ a particu-
lar taxpayer—to use some words from the tax
lobbyist's approved list of effective phrases—

Footnotes at end of article.
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has the initial advantage of having a sympa-
thetic listener. Put the other way around, an
advocate of the “Louis B. Mayer amendment”
would simply make no headway with a con-
gressman who firmly believed in a ninety-
one-per-cent top tax rate. But most congress-
men apparently do not believe in such a
rate—certainly not in the concrete and per-
haps not even in the abstract. Since they are
not, however, willing to reduce those rates
directly, the natural outcome is indirect re-
duction through special provisions®

The United States is not unique in this
regard. Students of the British tax system,
for example, state that the very high rates of
that system are considerably ameliorated in
a number of ways through which the wealthy
can escape the full impact of those rates®
The exclusion of capital gains is one broad
method. The estate tax offers a number of
avoidance possibilities. Indeed, it may be said
that both here and abroad, as various pres-
sures have driven tax rates to top levels, the
refuge of the wealthy has been in the brains
of their tax lawyers and in the technicalities
of the tax law. Governments are generally
aware of these escape routes but are reluctant
to close them and enforce with vigor the ex-
cessively high tax rates. In effect, a sort of
political paralysis appears to be forming in
countries relying strongly on income taxa-
tion, under which no clear way has appeared
to move away from the combination of high
rates tempered by many avoidance possibili-
ties. The obvious solution would seem to be
simultaneous lowering of the rates and clos-
ing of the escape routes. But conservative
governments fear the political consequences
of the rate reduction for the wealthy al-
though their effective tax burden would not
be lessened. They may also fear that, once
the system were tightened and stabilized at
a lower tax-rate level, political pressures
might drive the rates up again, this time
with a much more severe effect. Liberal gov-
ernments fear that they cannot persuade
their supporters to accept tax-rate reductions
for the wealthy in such clear terms as reduc-
tion of a ninety-per-cent rate to fifty per
cent or sixty-five per cent, especially when
the starting rates are high and the conpen-
sating factor is merely the closing of a num-
ber of loopholes which the public cannot un-
derstand. This is obviously a dilemma which
the income tax must solve in the years
ahead.’

(2) Tax Polarity.—The existence of two
rate structures in the income tax and of two
types of taxes on the transfer of wealth per-
mits a congressman to favor a special group
by placing its situation under the lower rate
structure or the less effective tax. Thus, the
presence of the twenty-five-per-cent capital-
gains rate enables Congress to shift an ex-
ecutive stock option from the high rates ap-
plying to executive compensation to the
lower capital-gains rate. If there were no spe-
cial capital-gains rate, or if we did not tax
capital gains at all, this shift could not be
made, since a congressman would not com-
pletely exempt the stock option. Similarly,
the presence of a gift tax permits certain
transfers of wealth, since as transferred life
insurance, to be shifted from the higher
estate tax to the lower gift tax. As a con-
sequence, given this congressional tendency,
we reach the paradox that having a gift tax
as well as an estate tax may, given the pres-
ent lack of proper co-ordination of the two
taxes, result in less effective taxation of cer-
tain transfers of wealth than if we relied
only on an estate tax.

(3) Technical Complexity.—The high rates
of tax, the complexities of modern business,
the desires of the wealthy and middle-income
groups for clear tax charts to guide their
family planning, the Government’s need for
protection against tax avoidance, the claims
of tax equity, and various other factors have
combined to make the income, estate, and
gift taxes exceedingly complex in technical
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detall. These technicalities involve the draw-
ing of countless dividing lines, Consequently,
a case on the high-tax side of a line may
closely resemble the cases on the other side
recelving more favorable tax treatment. The
result is a fertile ground for assertions of
inequity and hardship as particular taxpay-
ers desire legislation to bend the dividing
lines and thereby extend the favorable treat-
ment to their situations. Also, faulty tax
planning, ill-advised legal steps, or transac-
tions concluded in ignorance of tax law can
produce severe tax consequences. These “‘tax
penalties” could have been averted under an
informed tax guidance that would have taken
the taxpayer safely through the technical
tax maze, In these circumstances, the tax-
payer facing severe monetary hurt because
of a “mere technicality’ (to use the phrase
that will be pressed on the congressman) is
quite likely to evoke considerable sympathy
for his plight.

(4) History and Politics —The accidents of
tax history also play a major role in the exist-
ence of special provisions. Tax-exempt se-
curities in large part achieved their favored
status through the vagaries of constitutional
interpretation and not through any special
desire to relieve the wealthy. Percentage de-
pletion for oll and gas and the deduction of
intangible drilling expenses have their roots
in legislative compromises and administra-
tive interpretation which for the most part
do not appear to have been planned as spe-
cial-interest relief.® It is only later that the
extent of the tax generosity inherent in such
provisions is comprehended. But by then
they are in the law, the problem of the group
benefited is one of defense rather than at-
tack, and the strategic advantages are all
with that group. This is especially 50 when
the area involved touches on major political
matters, as in the case of percentage deple-
tion and tax-exempt securities,

Political considerations naturally over-
hang this whole area, for taxation is a sensi-
tive and volatile matter. Any major congres-
slonal action represents the compromises of
the legislator as he weighs and balances the
strong forces constantly focused on him by
the pressure groups of the country. Many
special provisions—capital gains, for one—
are caught in these swirling pressures. The
response of the legislator to issues raised by
these provisions is, like his response to the
general level of tax rates or to personal
exemptions, a political response of consider-
able significance. It is an important part of
the fabric of political responses which deter-
mines whether he will remain a congressman
and whether his party will control Congress.
In this group of provisions highly affected
by political considerations are those “tax
rellei” provisions which have a broad public
appeal and are thus likely to be regarded by
the congressman as useful “vote-getters"—
8 “baby-sitter” deduction, the exclusion of
“retirement income,” or an extra exemption
for the “aged.” The political appeal of favor-
able action on these issues is quite likely to
outweigh what a congressman would regard
as “technical” tax arguments to the contrary.

(5) Separation of Erecutive and Legisla-
tive Branches of Government.—But many of
the tax provisions we are considering do not
lie at this political level. They are simply a
part of the technical tax law. They are not
of major importance in their revenue im-
pact. But they are of major importance to
the group or individual benefited and they
are glaring in their departure from tax fair-
ness. The inguiry, therefore, must here be
directed toward some of the institutional
features in the tax-legislation process which
may be responsible for special provisions of
this technical variety. Lacking direct knowl-
edge, I must leave to others the task of
describing the types of pressure from con-
stituents or other groups which may be oper-
ative in a particular case. While these pres-
sures may explain why the congressman who
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is directly subject to the pressures may act
and vote for a special provision, they do not
explain why other congressmen, not so sub-
ject, go along with the proposal. We must
look for reasons beyond these pressures if we
are to understand the adoption of these
special tax provisions. A number of these
reasons lie in the institutional aspects of the
tax legislative process.

Basic to a consideration of these institu-
tional aspects are the nature of our govern-
mental system and the relationship between
the Congress and the executive. A different
governmental structure might give the legis-
lator little or nothing to say about tax pro-
visions. Under a parliamentary government,
the revenue department retains tight control
over the statutory development of tax law.
1t is responsive only to the broad political
issues that require decisions of a party na-
ture. Beyond these, the governmental tax
technicians mold the structure, so that the
tax lobbyist pressing for special legislative
consideration or the legislator seeking to ease
a constituent’s problem by special tax relief
is not a significant part of the tax scene.
Thus, under the British practice, finance bills
are framed by the Treasury and the Board
of Inland Revenue. The bills are debated in
the Committee of Ways and Means—the en-
tire House of Commons sitting under an-
other name and with different rules of pro-
cedure. Here is an opportunity for anyone
sufficiently concerned, who can persuade a
Member of Parliament to voice his proposals,
to have these proposals considered in the
debates on the bill. Such discussion may
focus attention on weaknesses in the bill or
law, and if the proposal is considered merito-
rious by the minister in charge of the bill &
change will be made. But if the government
does not accept a member's amendment,
party discipline is such that the minister is
always supported and the amendment de-
feated. In practice, consequently, finance
bills generally emerge in about the same form
as introduced.®

The United States picture is quite differ-
ent, for here Congress occupies the role of
mediator between the tax views of the execu-
tive and the demands of the pressure groups.
This is o whether the tax issue involved is a
major political matter or a minor technical
point. The Congress is zealous in maintain-
ing this position In the tax field. A factor of
special importance here is article I, section 7,
of the Constitution, which provides that “All
Bills for raising Revenue shall originate in
the House of Representatives.” The House
Committee on Ways and Means jealously
guards this clause against possible inroads
by the Senate. It also protects its jurisdiction
over revenue legislation from encroachment
by other House committees. When senators
and other congressmen must toe the line,
the executive is not likely to be permitted
to occupy a superior position. Further, a
legislator regards tax matters as politically
very sensitive, and hence as having & signifi-
cant bearing on elections. It is no accident
that the tax committees are generally strong
committees, whose membership is carefully
controlled by the party leaders.

The Congress, consequently, regards the
shaping of a revenue bill as very much its
prerogative, It will seek the views of the
executive, for there is a respect for the sus-
tained labors of those in the executive de-
partments and also a recognition, varying
with the times, of the importance of presi-
dential programs. But control over the legis-
lation itself, both as to broad policies and as
to details, rests with the Congress. Hence &
congressman, and especlally a member of the
tax committees, is in a position to make the
tax laws bend in favor of a particular indi-
vidual or group despite strong objection from
the executive branch. Under such a govern-

Footnotes at end of article.
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mental system the importance to the tax
structure of the institutional factors that
influence a congressman’s decision is ob-
vious.

II. SOME INSTITUTIONAL FACTORS

(I) The Congressman’s Desire To Be Help-
jul—A congressman's instincts are to be
helpful and friendly. If it were otherwise, he
would not be in Congress. When a constitu-
ent, or some other person who is in a posi-
tion to claim attention, seeks legislative
action, the congressman likes to respond
within reason. If the proposal presented to
him is at all rational he will, in all proba-
bility, at least introduce it in bill form so as
not to offend the constituent. If the con-
gressman is not a member of one of the tax
committees, that may end the matter—but it
may not, for the proposal has been launched
and lies ready to be pushed ahead by what-
ever pressures may be generated in its be-
half,

The desire—sometimes the need—of a con-
gressman to be useful often places a con-
gressman who sits on one of the tax com-
mittees, the House Committee on Ways and
Means or the Senate Committee on Finance,
in a difficult position. A fellow congressman
who sits on the Public Works Committee,
for example, can respond to constituent pres-
sure by approving the project involved; a
member of the Appropriations Committee
can respond by a favorable vote on a specific
appropriation. But a congressman on a tax
committee can respond only by pushing
through a special tax provision. His legisla-
tive stock in trade, so to speak, is special tax
treatment. This difficulty is especially acute
in the case of those congressmen who come
to sit on a tax committee only after they
have been members of other committees and
have become so accustomed to using their
committee powers in helpful ways that the
habit persists. And after all, the congressman
who sits on a tax committee is frequently re-
garded as a powerful personage at home, in
part because the fact of membership is often
used by the congressman as an argument to
support continued re-election. The congress-
man must be able to live up to this stature
and obtain successful action on a proposal—
as a senator on the Senate Finance Com-
mittee once put it, *“What's the good of being
on this committee if you can't get through
a little old amendment now and then?”
Sometimes, however, a senior congressman
on a tax committee has enough influence and
personal friendships around the Congress S0
that he can, when necessary, take care of his
constituents in legislative ways other than
tax proposals; if so, he is more likely to be
quite objective when it comes to tax prob-
lems.

In view of all this, it is a credit to the
congressmen on the tax committees that our
tax laws are not in far weaker shape. Con-
gressmen have withstood political pressures
more staunchly than most people assume.
Knowing the intensity of these pressures,
the party leaders have tended to appoint
members from relatively safe districts to
these committees. But the institutional fac-
tors are such that some yielding to pressure
must occur, and there is concern that the
situation is slowly worsening. I believe that
this concern is present inside the Congress
as well as out, and that those congressmen
subject to pressures would welcome re-ex-
amination of the institutional aspects of tax
legislation if it would lead to a lessening of
these pressures.

(2) Lack of Congressional Appreciation of
Departure From Fairness—In many cases the
congressman considering a special tax pro-
vision may not realize that tax fairnesss is
at all involved. He sees only the problem of
the particular constituent or group con-
cerned. The case in this focus may be very
appealing, for human beings are involved
with human problems. The income tax, al-
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ways an impersonal, severe, monetary burden,
becomes an oppressive force bearing down
on men in difficulty. The congressman may
therefore not even appreciate that arguments
of over-all fairness and equity have any rela-
tion to the question, or may very well think
them too intangible and remote. Provisions
for the relief of the blind and the aged are
perhaps illustrations. Or the congressman,
moved simply by a desire to help a constitu-
ent, may not understand the ramifications
of the proposal. He is not a tax technician
and he may view the proposal in isolation
rather than perceive its relationship to the
intricate technical structure of the revenue
code. The proposal, so viewed, becomes
merely a “little old amendment” which helps
a constituent and does no harm. His brother
congressmen are quite willing to be good
fellows and go along, especially if the con-
gressman urging the proposal is well-liked.
After all, they too from time to time will
have “little old amendments” to propose.
Thus, in 1955 the Ways and Means Com-
mittee decided that in the initial considera-
tion of members’ bills dealing with technical
matters it would allow each member one bill
to be considered and then reported by the
full committee if the bill met with unani-
mous agreement.

The attitude that the proposal does no
“harm” needs explanation. “Harm” to most
congressmen considering a tax proposal
means “revenue loss"—if the provision is
enacted it will cost the “Treasury” so many
dollars in revenue. (Note that the cost is to
the “Treasury” and not the United States or
the public. This attitude, which views the
bureaucratic Treasury as the obstacle, is
quite important, and I shall consider it later.)
If the dollar cost is high, the proposal faces
a severe obstacle. The friendly congressman
can now say to his constituent that the pro-
posal is fair, that everyone agrees it has merit
and that it is appealing, but that it simply
costs too much at this time when the federal
budget 1s so large and so on. But for a great
many special proposals the cost is not high,
perhaps at most a few millions. Therefore
in these situations no “harm"” is done. For
“harm' does not include the fact that special
treatment is afforded, that special treatment
here breeds special provisions elsewhere, that
once a foothold is obtained the special treat-
ment expands and becomes costly., All this
can seem quite remote to the congressman
when measured against an appealing situa-
tion. When the immediate cost 1s high but
the special provision has a reasonably broad
application—the aged, the blind, and the
like—the Immediate-loss-of-revenue argu-
ment is far less persuasive and the result
will depend on other considerations. These
considerations may be difficulties of govern-
mental administration or, more important, of
securing taxpayer compliance, the potenti-
alities for greater revenue loss if the pro-
vision is likely to be expanded, and even the
merits of the proposal as a tax matter. But
when a limited special provision is involved,
the absence of “cost” gives the provision a
significant advantage.

(3) The Treasury Department’s Presenia-
tion.—The congressman’s failure to recognize
that tax fairness is at all involved may often
be due to the inadequacy of the Treasury
Department’s presentation of the Issues. This
is not said critically, but by way of explana-
tion. The problem facing the Treasury in
these matters is formidable, The interested
constituents or groups are generally skillful
in presenting their cases in appealing form.
Their energies are concentrated on one mat-
ter: they have time and money to devote to
it; they may have the advantage of personal
acquaintance, directly or through intermedi-
aries, with the congressman; they can obtain
skilled counsel informed on the ways of the
Congress. The Treasury's tax staff must
tackle all of these problems; ite members are
usually not chosen for skill in the presenta-
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tion of issues or in handling congressmen;
although on the whole remarkably good,
considering the compensation, they are rarely
among the ablest in the tax field, nor do they
usually have the needed experlence.

Further, private groups concentrate on
making the best case possible and in so doing
gloss over or forget the unfavorable aspects.
They present the proposal In its simplest
form and often avoid the complications in-
volved in embodying the proposal in statu-
tory drafts. At times a congressman is misled
by this simple but convincing presentation
and commits himself before he is aware of
the full implications of the proposal. The
treasury staff, on the other hand, feels com-
pelled to present the pros and cons and to
point out the complications. It is both ex-
plaining and criticizing—not just attack-
ing—and its presentation may seem confus-
ing rather than informative to the con-
gressman, When he compares the complex,
techniecal, “on the one hand, but on the
other hand" explanation of the treasury
staff with the deceptively simple and cer-
tainly forceful description of the problem
presented by the private group, the latter is
bound to achieve a considerable advantage.
Congressmen, and even most congressmen On
the tax committees, are laymen In tax mat-
ters; they are not tax technicians. Again this
is not sald critically. A congressman has a
great many tasks to perform and decisions
to make, so that he cannot—and really
should not—be immersed in the technicali-
ties of everything. After all, how skillful in
tax law is the average lawyer?

Under these circumstances, the treasury
type of explanation may at times be not really
helpful, Yet if the treasury stafl resorts to
oversimplification, it Is subject to the crit-
icism from the committee members that it
is not performing its proper role. This is es-
pecially so when the oversimplification may
appear to be a one-sided attack on the pro-
posal; the treasury stafl is there to advise
and inform, not to decide. The term “treas-
ury stafl” in this context refers to the treas-
ury tax techniclans. Their stock in trade be-
fore the committee is fairness and complete-
ness of explanation—they are the “tax ex-
peris.” If there are any departures from in-
tegrity in this regard, then the expert's use-
fulness is ended. The function of a top treas-
ury policy-maker, usually an under or as-
sistant secretary, Is quite different. He is
there to present the policy point of view of
the executive branch and to use what tal-
ents he has to persuade the Congress to ac-
cept that point of view. The committiee mem-
bers can take his view or leave it, and their
attitude toward the policy-maker depends on
the imponderables of personal reactions and
the ponderables of political forces, While the
newspapers and the party news releases may
praise this treasury official as a tax expert,
he is nmot so regarded by the congressmen.
He is operating at their level and not the
technical level, and the congressman can
readily appreciate the difference.

The treasury tax technicians are the
“treasury experts.” But as any skilled lawyer
knows, it is not easy for an expert to explain
complex matters to the uninitiated. Any tax
lawyer who has faced the task of presenting
extremely technical material to a tax-insti-
tute audience of nontax lawyers will readily
appreciate the problem. Even this analogy is
far from complete, for the treasury expert
faces an audience which is sympathetic to
the proposal under discussion, demands a
complete presentation of the issues, and es-
tablishes standards under which any depar-
ture or even suspected departure from fair-
ness is well-nigh fatal. Under these condi-
tions, it is understandable that the expla-
nation of an expert who values his integrity
is often in the end likely only to confuse and
not to enlighten., In this setting, the con-
gressman struggling to perform his legisla-
tive task will often find the way to a decision
lighted only by his sympathies.
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Also, the treasury staff is usually not well
known to the congressman. Its members, not
being political, ordinarily do not mix with
him at the same level, nor do they meet him
soclally. Hence the congresesman is generally
not in a position to act on the assumption
that, although he doesn't fully understand
all of what they say, he knows them to be
good fellows and they are probably right.
Nor do they spend with an Individual con-
gressman the amount of time needed to de-
velop the problem fully. Thus in a commit-
tee meeting, the congressman must often
decide an issue after only a minimum amount
of discussion and before his biases and pre-
conceptions have been replaced by a real un-
derstanding of the Ilssues. The Iinterested
groups and the tax lobbyists, on the other
hand, have the time to brief the varlous
congressmen on their proposals. They are
pushing one proposal and can concentrate on
it. The treasury stafl is faced with consider-
ing all of the proposals, and the time and
personnel needed for an adequate informal
discussion on each proposal with the neces-
sary congressmen are not available,

Of course, If the interested group does not
carry out its lobbying task carefully, the
treasury stafl has an easier time, It may
point out that the proposal, especially if 1t
is In legislative form, gives unintended bene-
fits—will open up a “loophole.” While this
may be only the result of faulty drafting and
could be corrected, it may be enough to stop
the proposal at the time, Thus, it has been
sald that the tax lobbylst's task is to pre-
pare a draft of an amendment simple enough
50 that a person who is not a tax expert can
understand it, yet suffictently precise that
the treasury stafl cannot demolish it. Or the
congressman explaining a proposal in com-
mittee executive sesslon may not have been
briefed on the arguments involved or on the
details of the proposal. Perhaps the lobbylst
failed to point out how far the proposal
really goes, so that the proposal If enacted
would have a considerably greater effect than
the congressman thought. If so, the Treas-
ury’s task—and its application of the term
“loophole”—is considerably eased. Or the tax
lobbyist may have falled to explain his pro-
posal to enough congressmen on the com-
mittee or to the “key members,” so that the
particular congressman pushing the pro-
posal is left without friendly support from
other members. But all of this simply means
a less-than-skillful lobbying performance.
Just as cases can be lost in court through in-
adequately prepared briefs or poorly devel-
oped oral arguments, so can they be lost be-
fore the legislature,

(4) Lack of Omniscience on the Part of
the Treasury—The treasury tax staff is not
omniscent. Yet understanding approaching
omniscience is needed to do its job. A lack
of knowledge on any particular matter, a
failure of skill at any moment, can be fatal.
The approach of the average congressman is
to hear the private group, find out in general
what it wants, react sympathetically for a
variety of reasons, and then ask the Treasury
whether there is any objection to the pro-
posal, If the Treasury Is off its guard and
acquliesces, the proposal becomes law. If
the Treasury is unprepared and presents
a weak case, the proposal becomes law.
Equally serious is the in-between situation in
which the Treasury acknowledges that some
hardship is present in the particular situa-
tion, but points out that the difficulty is but
a phase of a general problem and that it has
not yet been able fully to analyze the general
area. It therefore urges that the particular
proposal be postponed until further study
is given to the whole matter. But recognition
of some hardship and of some merit in his
particular proposal is all that the congress-
man needs. His constituent wants relief from
that admitted hardship now, and not years
later when the whole matter has been
thought through and his case fitted into a
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solution appropriate for many cases, Hence
the congressman will seek approval of the
proposal in the limited form necessary to
solve the particular problem presented to
him—and a special tax provision is thereby
born.

It is obvious, given the vast number of pro-
posals to which it must react, that the Treas-
ury must sometimes fail. The failure rate
will vary with the competence of the treasury
staffl at any particular time, and there is a
considerable variation in that competence.
It will vary, moreover, with the degree of
importance which the treasury policy-makers
attach to research on tax matters, and here
also differences in attitude are marked. But
even when competence is at a high general
level and there is a proper appreciation of
the need for extended staff research, errors in
judgment or gaps in knowledge are inevit-
able. The whole matter of capital gains for
pension-trust terminations® for example,
started with an error in judgment on the
Treasury’'s part in 1942 when is acquiesced in
capital-gain treatment as a solution for the
bunched-income problem present in this
area. It so happened that the problem was
presented in the context of a pension trust
in which only the lower-bracket taxpayers
received lump-sums distributions, and as an
ad hoe solution the result was not too objec-
tlonable. But there was a failure to think
through the problem, a failure caused by lack
of time and lack of knowledge about the pro-
vislons respecting termination of pension
trusts. Thus the provision got its start—and
the rule of the camel’s nose is cardinal in the
field of tax privileges.!

Lack of omniscience may disclose itself in
the drafting process. Inadequate drafting can
result from lack of knowledge of the ram-
ifications of the problem, from fallure to
analyze the problem in detall, or from failure
to scrutinize closely the words used. The
effect, again, may be that a special benefit
is unintentionally granted. In the process of
time, however, rationalizations as to the “in-
tent of Congress” gradually transform this
drafting carelessness into a major tax policy
which the special-interest group benefited
will defend with a loftiness or argument far
removed from the origing of the benefit,
There is much of the Daughters of the Amer-
ican Revolution in tax privileges.

An example of this phenomenon is the
Western Hemisphere-trade-corporation pro-
vision.”* The application of that provision to
slmple export operations, its principal appli-
cation today, resulted from insufficlent
knowledge on the part of the draftsmen of
the general tax background for this area, and
lack of recognition of the problem to be
covered and of the significance of the words
used in the draft. Yet the provision has
traveled far from this humble origin.

Many special provisions represent acute
instances of a general difficulty. If there has
been adequate study of the general problem,
the Treasury is then in a position either to
solve the general problem as well as the
aggravated example or to demonstrate con-
vincingly that the general problem cannot
be solved by means consistent with the larger
demands of our tax structure so that rellef
for a particular taxpayer alone is unfair and
undesirable. But unless the Treasury has had
the time or made the effort to study the
problem as a whole it is in a difficult posi-
tion to deal with the particular situation,
For, as stated earlier, the congressman is
faced with the izsue of rellef now for a par-
ticular hardship, Consequently, the Treasury,
once it sees defeat ahead on the issue of
relief for the particular constituent or group
involved, will then, in self-defense and fear
of the unknown, attempt to reduce the prob-
lem fo its narrowest boundaries. Generally
these boundaries are determined simply by
what is needed to meet the particular situa-

Footnotes at end of article,
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tion presented to the congressman. He will
scarcely object to having only his case solved,
and both sides will therefore acquiesce in a
legislative solution confined in terms to that
case. This is in large part the explanation
for many of the special provisions that clut-
ter up the tax law. Sometimes the general
problem is later solved, and the special pro-
vision disappears. In other instances the
special provision remains, its immediate task
accomplished and the revenue cost and ad-
ministrative difficulties that are involved in
a solution of the general problem avoided.
Sections 1301-04 of the Code, relating to
bunched income attributable to prior years,
are an example of a general solution grow-
ing out of a special provision previously
adopted,”® and even they represent instances
of the unsolved broader problem of averag-
ing. Sectlon 303, removing dividend taxation
from corporate distributions in redemption
of stock to enable the payment of death
taxes by the estate holding the stock, is an-
other example.* The “Mayer amendment” in
the field of deferred compensation, the vari-
ous ad hoc benefits in the capital gain field,
and section 1342 in the transactional-
accounting fleld,”” remain as isolated resolu-
tions of particular situations in areas in
which the general problem has not yet been
Taced.

(5) Lack of Opposition Apart From the
Treasury Depariment to Proponents of Spe-
cial Tax Provisions.—The critical importance
that attaches to the level of treasury com-
petence and the fatal consequencs of any slip
on its part derive from its unique position
in tax legislation. The question, “Who speaks
for tax equity and tax fairness?,” is answered
today largely in terms of only the Treasury
Department, If that department fails fo re-
spond, then tax fairness has no champion be-
fore the Congress. Moreover, it must respond
with vigor and determination, and after a
full explanation of the matter it must take
a forthright stand on the issues. A Treasury
Department that contents itself with ex-
plaining the issues and then solemnly declar-
ing the matter to be one for the policy
determination of Congress abdicates its re-
sponsibility. The congressman understands
aggressiveness and a firm position. He is
often in the position of the small boy in-
wardly seeking parental bounds for his con-
duct while outwardly disclaiming against
them. He may not accept policy guidance
from the treasury policy spokesman, but
he wants it presented. He will invariably
interpret a treasury statement that the mat-
ter is one for his own policy decision as a
vietory for the seeker of the special provision.

Thus, in the tax bouts that a congressman
witnesses the Treasury is invariably in one
corner of the ring. Assuming the Treasury
decides to do battle, which is hardly a safe
assumption at all times, it is the Treasury
versus percentage depletion, the Treasury
versus capital gains, the Treasury versus
this constituent, the Treasury versus
that private group. The effect on the
congressman as referee is inevitable. He sim-
ply cannot let every battle be won by the
Treasury, and hence every so often he gives
the victory to the sponsors of a special pro-
vision. Moreover, the Treasury is not an im-
personal antagonist—it is represented before
the Congress by individuals. These individ-
uals are constantly forced to say that enact-
ment of this proposal will be unfair, and the
same of the next, and the next. The con-
gressman, being only human, is bound from
time to time to look upon these individuals
as the Cassandras of the tax world. To avoid
this dilemma, the Treasury in a close case
will sometimes concede the issue if the pro-
posal can be narrowly confined. It feels com-
pelled to say “yes"” once in a while simply
to demonstrate that it maintains a balanced
judgment and possesses a sense of fairness.

Footnotes at end of article,

CONGRESSIONAL RECORD — SENATE

A special provision is thus enacted simply
because it happens to have somewhat more
merit than the numerous other special pro-
posals before the committees and because an
affirmative answer here by the Treasury will
protect negative responses to the other pro-
posals.

At another level, what should the Treasury
reply to a congressman who says, “I have
fought hard in this committee for your po-
sition on all of the major issues. Yet when
I introduce a minor amendment to take care
of a problem of one of my constituents, you
take a self-righteous stand and tell me and
the committee that the amendment is in-
equitable and discriminatory. Is that any
way to treat your real friends on the com-
mittee?” Faced with such a protest, a treas-
ury policy official with a major program
hanging in the balance before the commit-
tee may well look the other way wWhen a
special provision comes up for discussion.
Once again a dilemma is raised by the fact
that to the congressman the Treasury ap-
pears as one protagonist before the com-
mittee rather than as a representative of
taxpayers in general.

But all this really takes us to the question
why the Treasury, representing the execu-
tive branch, stands in the open before the
Congress virtually alone as the champion of
tax fairness. The main reason is obvious.
When the issue is a speclal provision for
one group as against the taxpaying public
as a whole, what pressure group is there to
speak for the public? Other legislation—Ila-
bor laws, natural-gas prices, farm legisla-
tion—brings forth strong and opposing
pressure groups. But what pressure group
fights against capital-gain treatment for
employee stock options? Which group sees
itself harmed by a “Mayer amendment”?
When the tax issues are at a major politi-
cal level, as are tax rates or personal exemp-
tions, then pressure groups, labor organi-
zations, the Chamber of Commerce, the Na-
tional Association of Manufacturers, and
the others, become concerned. But when
the tax issues are technical, the pressure
groups act only as proponents and not as
opponents, Since most special provisions
benefit the wealthier taxpayers, labor should
certainly take a more direct interest. But
labor is largely uninformed in these mat-
ters, and its presentation stereotyped and
unskilled. Moreover, some special provisions
are to its own benefit, such as the exclu-
gion of fringe benefits. In sum, there are no
private pressure groups actively defending
the integrity of the tax structure.

As a consequence, the congressman does
not see a dispute over a special provision
as one between a particular group in the
community and the rest of the taxpaying
public. He sees it only as a contest between
a private group and a government depart-
ment. He begins to think of the government
department as representing only itself and
as having no identification with the public
and with taxpayers in general. Far too often
this picture passes swiftly into that of a
hard-pressed, struggling group of citizens
engaged in worthy endeavors only to be op-
posed by an unsympathetic bureaucracy.
When this image appears, victory for the
special tax provision is inevitable.

(6) The Congressional Tax Staff.—The de-
scription of the Treasury as the prineipal and
often the sole defender of tax fairness calls
for a consideration of the role of the con-
gressional tax staff. Most of the congressional
tax technicals are members of the staff of
the Joint Committee on Internal Revenue
Taxation and as such serve both the House
Ways and Means Committee and the Senate
Finance Committee., There are a few tech-
nicians attached to the separate committees,
and the clerks of the committees can play a
very important role if they are personally so
inclined. But institutionally the chief guid-
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ance given to Congress by its own employees
comes from this joint committee staff.

The members of this staff work closely with
the treasury tax technicians., Their work on
the details of proposals and drafts is highly
important, but the task of policy formula-
tion and policy guidance to the congressmen
appears to be reserved exclusively to the chief
of that staff. His role is a difficult and un-
enviable one. Many congressmen pass along
to him the tax proposals that they are con-
stantly receiving from their constituents.
Undoubtedly, the Chief of Staff discretely but
effectively blocks many of these proposals
from proceeding further. But he also, what-
ever his inclinations may be, cannot in his
situation always say “no.” Perhaps inevita-
bly on the crucial issues his role tends to be
that of the advocate of the congressman ad-
vancing a particular proposal on behalf of a
special group. The special-interest groups
cannot appear in the executive sesslons of the
committees, and the congressman sympa-
thetic to their point of view is not technically
equipped to present their case; he tends to
look to the Chief of Staff to assume that task.
Further, he looks to the Chief of Staff to
formulate the technical compromises which
will resolve the dispute between the special-
interest group and the Treasury, The Chief
of Stafl must therefore work closely with the
congressmen and be “brilliantly sensitive to
their views.” ¥ He must necessarily be able
to gauge the degree of interest that a con-
gressman may have in a proposal and weigh
that in the consideration of the guidance he
will give.

Because of these institutional pressure the
Chief of Staff is very often the opponent of
the Treasury Department before the tax com-
mittee. As a result, the difficulties for the
average congressman on the tax committees
become even greater. The issues get more and
more complex as the “experts” disagree, and
the congressman can hardly follow the tech-
nical exchange. He is quite often content to
fall back on the comfortable thought that,
since the congressional expert appears to dis-
agree with the treasury experts, there is ade-
quate technical justification for voting either
way. Hence the congressman s free to be
guided by his own sympathies and instincts.
Since generally these sympathies are in favor
of the private groups, their proposals obtain
his vote.

Unfortunately agreement between the
congressional Chlef of Staff and the Treas-
ury can sometimes present just as difficult a
problem. When the two disagree, at least the
congressman who is seeking to discover the
real issues may find them exposed at some
time through this disagreement of experts.
But if the experts agree, the effect is often
to foreclose any real committee considera-
tion of the issues. The congressman may be
lulled into thinking that no significant issues
are involved, and the proposal therefore be-
come law, But if the government experts have
erred, or if they have incorrectly gauged the
congressional sentiment, special benefits may
well result which the congressman would
not have sanetioned had he understood what
was involved. Many of the proposals in the
1954 House bill appear to have had their
origin in this situation. It was largely the
response of the bar and accounting groups
which saved the Congress—and the govern-
ment experts—from much unsatisfactory
legislation.

The staffl arrangements for the tax com-
mittees of Congress and the procedures of
these committee do not seem well adapted
to acquainting the congressmen with the
facts of tax life. The recent hearings by the
Subcommittee on Tax Policy of the Joint
Committee on the Economic Report* are in
sharp contrast to the usual procedure. At
these recent hearings the proponents of spe-
cial legislation were in effect pitted directly
against economists and lawyers, mostly from
the universities, who presented their individ-




37652

ual views and did not represent any pressure
group. The congressmen present thus had an
opportunity to test the assertions of those
favoring special legislation, an opportunity
not usually avallable to the members of the
tax committees. The usual hearings of those
committees consist of an almost endless pa-
rade of witnesses seeking tax benefits for
themselves or the groups they represent.
There is no effective analysis or rebuttal
at the time this speclal pleading takes place,
no questioning by committee counsel to de-
velop a rounded picture of the issue. This
is not to say that the committees should hear
only the professors and other testifying pro
bono publico. Certainly the proponents of
particular legislation and their supporters
from the ranks of business, labor, farming,
and the like are entitled to present their case
before the legislature. But the committees,
in turn, must have procedures adequate to a
full exploration of the issues thus presented.
Moreover, it is not sufficient that the pros
and cons be debated only in executive ses-
slons, The various faults should be devel-
oped as far as possible in the public hearings
50 that the congressman at the outset ob-
tains an appreciation of both sides of the
problem and does not leave the hearings
with only a hazy impression of a situation
sympathetically presented.

It is also debatable whether reliance on a
single staff is preferable to the more usual
arrangement under which the corresponding
Senate and House committees each has its
own staff. The Joint Committee on Internal
Revenue Taxation is composed of five mem-
bers from the Senate tax committee and five
from the House tax committee, selected by
party seniority on the respective committees.
This Joint Committee, apart from controlling
the stafl and its studies and considering re-
fund claims agreed to by the Treasury but
required to be presented to the Joint Com-
mittee, has little to do.® Its members act on
substantive tax matters in their capacity as
members of the House and Senate commit-
tees. Since the Joint Committee is com-
posed of the most senior members of those
committees its membership is less responsive
to the electoral swings which affect the com-
position of the tax committees. As a conse-
quence, the scope and course of the stafl
activities are less affected by changing politi-
cal considerations. The more traditional sys-
tem of separate stafls does not involve this
situation to the same degree. Further, the
absence In the tax field of separate stafls
makes it difficult for the tax committee of
one chamber to question as closely as is de-
sirable the work of the tax commitiee of the
other. The separate stafl work in other legis-
lative areas appears to produce a greater ex-
ploration of the issues, more research ac-
tivity, and a resulting diversity of considera~
tions likely to achleve better legislation.

Some, however, believe that the present
unified character of Joint Committee staff
work tends better to control the demands for
special tax legislation. They feel that sepa-
rate staffs for the tax committees would
simply tend to give the proponents of such
legislation more chance of finding support
within the Congress. At the very least, how-
ever, reconsideration of the present institu-
tional arrangement Iin the tax field would
seem to be warranted, especially since that
arrangement is a departure from the usual
pattern. Moreover, the idea of a joint com-
mittee exercising jurisdiction over adminis-
tration of the tax law was adopted in 10286 as
an ad hoc solution to the problem of side-
tracking a special Investigating committee,
the Couzens Committee, whose continuing
activities were not viewed favorably by some
senior congressman. But all this occurred be-
fore the present-day concern with the prob-
lems of stafling congressional committees
and concentration on administrative super-
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vision by all of the regular committees.
Hence the solution of 1926 should be re-
examined in the light of subsequent de-
velopments in the functioning of congres-
sional committees,

(7) Lack of Effective Aid From the Tax
Bar.—The lack of any pressure-group allies
for the Treasury in its representation of the
tax-paying public could have been remedied
in part by effective aid from the tax bar. Yet
for a good many years the vocal tax bar not
only withheld any aid but very often con-
ducted itself as an ally of the special pres-
sure groups, Many a lawyer representing a
client seeking a speclal provision could with-
out much difficulty obtain American Bar As-
sociation or local-bar-association endorse-
ment for his proposal. He could then appear
before Congress and solemnly exhibit the
blessing of the legal profession. In fact, the
activity of the Bar Assoclation in this re-
spect became so obvious that it seemingly
boomeranged—many a congressman began
instinctively to smell mischief when pre-
sented with a Bar Association tax proposal
or endorsement.

The pendulum is beginning to swing, how-
ever, and there is some hope for a more ob-
jective attitude on the part of the bar, The
Council and the committees of the Tax Sec-
tion of the American Bar Association are
becoming far more appreciative of the public
interest.’ The signs of a growing maturity
in the Tax Section on these matiers are con-
stantly increasing. But so far this change in
attitude has been negative and limited to
self-restraint and refusal to join with the
proponents of special tax provisions. The
change has not carried the Tax Section to
the point of appearing affirmatively before
Congress to oppose the particular proposals
of special-interest groups or to urge the
elimination of existing provisions. The Tax
Section is becoming less and less a protago-
nist against the Treasury Department, espe-
cially on the more extreme proposals, but
it has not yet become a vocal ally of the
Treasury in defending the integrity of the
tax system before the tax committees. In
this respect it appears to be lagging behind
the other chief professional group in the tax
field, the accountants. Over one-third of the
items in the 1955 statement of tax proposals
of the American Institute of Accountants
are recommendations urging the elimination
of tax provisions which it considers to con-
stitute unjustified favoritism for special
groups. Yet one can scan report after report
from the American Bar Association without
finding a single similar recommendation.

This does not mean that the bar will not
some day provide objective guidance to the
Congress in these matters. In this regard the
corporate provisions of the House version of
the 1954 Code may be a harbinger. For per-
haps the first time we find bar assoclations
going before Congress and pointing out that
proposed legislation will open up unjustified
tax loopholes. True, the bar, and also the
accountants, were not opposing other special
groups, but they were seeking to save the
Congress from the weaknesses of the partic~
ular measures, The bar in this Instance de-
serves much credit for its affirmative guid-
ance on the side of intelligent and fair tax
legislation.

There are obvious obstacles to affirmative
action by the legal profession in opposing
special tax provisions. The Council of the Tax
Section of the American Bar Association can
speak publicly only on matters which have
been approved by votes at annual meet-
ings held in different geographical areas, The
absence of a continuous group, with the con-
sequence of shifting viewpoints and the lack
of opportunity for sustained and informed
consideration over the years, injects con=-
siderable instability and fortuitous results
into the formal actions of the Tax Section.
For, as discussed later, lawyers as a group
need considerable discussion and education
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on these matters before objectivity replaces
biases. Further, matters approved by the Tax
Section must in turn be approved by the
House of Delegates. A body that has regularly
approved a proposed constitutional amend-
ment to limit income-tax rates to twenty-five
per cent® is not likely to understand the
problems of speclal tax provisions, The Coun-
cil of the Tax Section, whatever its inclina-
tions might be, is thus largely circumseribed
by the institutional framework of the Ameri-
can Bar Association. The accountants, on the
other hand, are able to speak through their
Committee on Federal Taxation of the Amer-
ican Institute of Accountants, a group free
from corresponding institutional forces. This
may well account for the more aggressive
stand against special tax provisions taken by
that Committee.

One of the chief problems here is that most
tax lawyers have hardly any conception of
what is involved in approaching a tax issue
from the over-all legislative standpoint. They
can readily perceive the adverse effect of the
tax laws upon a particular client or transac-
tion. They can then phrase the legislative
solution they think necessary to remove the
claimed tax obstacle or burden. But they are
usually quite incapable of standing off from
the problem and their proposed solution and
viewing both from the perspective of the gen-
eral public interest. The difficulty Is largely
one of lack of experience, not lack of judg-
ment or moral values,

Moreover, policy insights in the tax field
are hard to come by. Here a large responsi-
bility rests upon the Treasury. Unless its
technical tax stafls are charged with utiliz-
ing their experience and information by en-
gaging in research on current tax issues, and
unless that research is made publie, those
interested in tax issues face great difficulties
in obtaining the full picture. The govern-
ment tax experts, both in the Treasury and
in the Congress, must also be encouraged to
write for the professional journals and to
make available the insights they have
reached through experience, The papers and
hearings presented recently by the Subcom-
mittee on Tax Policy of the Joint Committee
on the Economic Report are another excel-
lent illustration of what can be done to In-
crease understanding of tax issues.™ The pro-
fessors of tax law and the tax economists in
the universities also bear a responsibility
here, for they have more freedom from the
pressures of time and situation which the
bar faces. There is significance in the fact
that when the Subcommittee on Tax Policy
of the Joint Committee on the Economic Re-
port desired objective analyses of various
tax issues it went for the most part to the
economists and law professors in the uni-
versities.

After all, most members of our tax bar
are really opposed to special privileges.” They
have a respect for the tools of their trade.
They know that in the .ong run the pen-
dulum may swing and that a “loophole”
may be closed with a vigor that pushes the
cure too far. Even when their legal business
requires them to lobby directly for a special
tax favor for their clients, I doubt that
most lawyers rellsh the task. The door may
open for them, but it may open wider for
the next attorney, and who knows where the
game will end? Hence a bar assoclation’s ad-
vocacy of any particular al tax provi-
sion is In most cases traceable to the lawyer’s
sympathy for the welfare of his clients and
to a lack of understanding of the basle tax
issues involved. If the lawyer is exposed to
those issues and if he is not acting simply
as an outright advocate for a particular
client—that is, as a tax lobbyist on the par-
ticular measure—he will generally emerge
with the correct answer. Hence the impor-
tance of forcing a bar association to see the
issues and face up to them.=

Tradition also plays a role. Lawyers as a
profession are deeply conscious of a duty of
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loyalty to their clients. In his day-to-day
relations with other lawyers and with the
business world a lawyer does not act con-
trary to his clients' interests. These atti-
tudes of loyalty and protection are ingrained
in the profession; their roots lie deep in the
past. Can they be reconciled with speaking
out in the public interest cgainst special tax
provisions? The problem is of course more
acute as the particular provision comes
closer to the client's nituation. But it must
have been presented in one way or another
to almost every lawyer who has considered
the situation. The same oroblem arises in a
different form when a client asks his lawyer
to seek a legislative change in favor of the
client. Should the lawyer apply different
standards to his client" case in deciding
whether to represent him before a tax com-
mittee than he does in seclding whether to
represent him in litigation? Must a lawyer
seeking a legislative change believe the
change to be in the public interest? And if
he does not, should he still represent his
client before the iegislature? Or need the
lawyer as legislative advoecate have no more
belief in the falrness of his client's cause
than when the matter I+ in litigation? In
short, how does a lawyer adjust the con-
siderations of private interest and public
interest in the area of 2gislation? Clearly,
these matters are difficult. Some lawyers
manage to find a way vhrough the difficulties
and speak openly and positively against spe-
clal provisions.® Others write, or speak in bar-
association meetings. Others meet the situa-
tion by neither publicly spposing special pro-
visions nor seeking them on behalf of
clients; in effect, they turn away from the
problems entirely and simply practice law.
And others act as legislative advocates, with
varying degrees of belief in the proposals
they present and with rtress on the view
that a person is entitled to have his case
presented to the legislature just as he is
entitled to his day in court.

Given these problems, it is hard to say
whether the tax bar can take a position of
leadership in this area. Yet here also there
is room for development. The work of the
American Law Institute in its Tax Project has
had a significant effect in educating a num-
ber of tax lawyers to the many facets that
must be examined In the legislative explora-
tion of a tax proposal* Further, its drafts
of proposed solutions to technical tax prob-
lems stand as a benchmark against which to
measure other proposals. It is significant that
much of the criticism of the corporate pro-
visions of the House bill in 1954 was based
upon the inadequacy of those provisions
when measured against the standards ham-
mered out in the work of the Institute. More-
over, the close co-operation between the In-
stitute and the American Bar Association Tax
Bection has had an important effect on the
content of tax legislation in a number of
areas, for it represents a genuine working
merger of the criterla of tax fairness and
practical sense.® The most significant con-
sequence of the Institute’s Tax Project is the
demonstration that lawyers working under
procedures such as those of the Institute can
on most technical tax matters develop con-
structive proposals which balance falrly the
interests of the “Government” and the “tax-
payer.” =

(8) Lack of Public Knowledge of Special
Taz Provisions.—Perhaps the most signifi-
cant aspect of the consideration of special
tax provisions by the Congress is that it
usually takes place without any awareness
of these events by the general public. Almost
entirely, these matters lie outside of the pub-
lic's gaze, outside of the voter's knowledge.
The special provisions which are enacted lie
protected in the mysterious complex statu-
tory jargon of the tax law. This cal
curtain is impenetrable to the newspapers
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and other information media. The public
hears of debate over tax reduction or tax in-
crease and it may learn something about the
general rate structure. But it seldom learns
that the high rates have no applicability to
much of the income of certain wealthy
groups. Nor does it understand how this
speclial taxpayer or that special group is re-
lieved of a good part of its tax burden, All of
these matters are largely fought out behind
this technical curtain. Hence the congress-
man favoring these special provisions has
for the most part no accounting to make to
the voters for his action, He is thereby much
freer to lend a helping hand here and there
to a group which has won his sympathy or
which is pressing him for results.

It is true that under our governmental sys~
tem we have given to the Congress, subject to
presidential veto, the responsibility of decid-
ing what is “fair” in the federal sphere from
our collective standpoint. Its decision is our
democratic answer. But all this presupposes
that the congressman's decision will be
known to the voters and that he will have
to account to them for his view. In the tax
field this accounting does not exist, so that
the presuppositions that on most matters
stamp final congressional action as “fair” in
& democratic sense are here lacking.

The task of educating and informing the
public is formidable. T'o begin with, the edu-
cators are a very limited group. Most of
them are in the executive branch, and hence
perhaps the prime responsibility should fall
on them. The treasury officials and tech-
niclans, as stated earlier, should be charged
with continued research on these issues and,
more important, with making public their
observations. The Treasury Department has
published—in the 1940's especlally—many
useful research papers. But in recent years
that department has shown little disposition
to inform the public about tax problems or
to engage In continuous and far-ranging re-
search Iinquiries. Some of the prospective
educators are In the universities. But aca-
demic knowledge and learned writing are not
the keys to public education of this nature—
more writing at the public-information level
is clearly needed. Beyond this there is the
matter of leadership and the stamp of im-
portance, Here again the major responsibility
should rest with the executive branch. A
vigorous program directed to meeting these
problems, led in public by the President or
the Secretary of the Treasury, witk whatever
aid can be obtained from the Congress, is
perhaps the only effective answer. But one
does not yet see this on the horizon.

(9) The Relationship of Special Tar Pro-
visions to Private-Relief Bills.—Some of these
special provisions represent simply private-
relief claims for the particular individual
benefited. While phrased as amendments to
the tax law, they are only money claims
against the Government based on the equities
asserted to exist.* Thus, it is said of a sena-
tor skilled in congressional ways that he
would ask the legislative draftsman prepar-
ing the draft of a particular tax provision
to make the amendment as general In lan-
guage and as specific in appilication as was
possible. The tax committees and the Treas-
ury have not solved the problem of how to
handle these speclal bills. Curiously enough,
some tax situations do come through the
Judlciary committees as private-relief bills
along with other private-relief bills involving
claims against the Government. These bills
may involve, for example, a removal of the
barrier of the statute of limitations in cases
thought equitable, or the recovery of funds
spent for revenue stamps lost in some fash-
ion.** Here they are subject to the criteria
developed over the decades by those com-
mittees in the handling of private claims
bills.® The criteria are reasonably strict, and
few of the kills pass the Congress. Of those
that do succeed, a number are vetoed, and
a veto is customarily regarded as a final dis-
position of the bill.
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Many situations come before the tax com-
mittees that are quite comparable, in that
the tax proposal is equivalent to a money
claim against the Government, equal to the
tax to be saved, sought for a specific taxpayer
on equitable grounds. This is especially true
in the case of proposals of a retroactive
character.® In the tax committees these
special proposals tend to take on the colora-
tion of an amendment to the tax code of
the same character as all the various sub-
stantive tax matters before these commit-
tees. In essence, all amendments to the tax
laws that private groups push on thelr own
behalf are designed to lower taxes for the
proponents and thereby relieve them from
a tax burden to which they are subject. The
special praposals thus become simply one
more amendment in the long list of changes
to be considered. The proponents of these
special proposals are thereby able to cloak
the fact that they are presenting private-
relief claims against the Government. This
is especially so when the proposal is con-
sidered as merely one more item in a general
revenue bill. Here it is also protected from
the threat—and fate—of a presidential veto.
Even when the proposal is considered as a
separate bill, the fact that it is merely one
of the bills befcre a tax commiiitee that is
considering a great many substantive bills
involving amendments to the tax code gen-
erally produces the same result. The commit-
tee will tend to focus on the proposal as
curing a substantive defect in the law and
lose sight of the fact that the speclal proposal
is essentially a private-relief bill.

The tax laws are not perfect and cannot
be. They will affect some taxpayers mcre
serlously than others, and hardships and in-
equities will certainly occcur. But every hard-
ship and every equity cannot be corrected;
and this is even clearer when the correction
must be retroactive. Some standards must be
evolved against which a claim for relief may
be judged, or chaos will result. Tax lobbying
will grow by leaps and bounds—it is already
doing that. But what standards may be for-
mulated, what procedures should be adopted,
what institutional changes may be neces-
sary—these are still unstudied topics.

There is another curious but highly impor-
tant aspect of casting private-relief claims as
amendments to the tax code. In the case of
most other private-relief bills involving
claims agalnst the Government, the Congress
is concerned with the amount of the fee paid
to the attorney representing the claimant
and the relationship of that fee to the serv-
ices performed by the attorney. Often the bill
when passed will carry a proviso that no part
of the amount awarded be paid to the attor-
ney for his services, or that the amount so
pald be limited to 6 per cent or 10 per cent
of the sum awarded.® But there is no such
concern when the tax committees are pass-
ing on special tax provisions. The legal fees
involved in legislation of this character can
be quite large, especially when the special
provision operates to open the way for a suc-
cessful refund claim. Yet the services per-
formed may be far less demanding that would
be required if the same fee were earned in
other phases of legal work. This would seem
to be a matter requiring exploration along
with those suggested earlier.

At present, under the Legislative Reorga-
nization Act, the House and Senate Judiciary
Committees have jurisdiction over all “meas-
ures relating to clalms against the United
States.” It may not be appropriate to have
special tax measures presented to these com-
mittees, since these measures should be co-
ordinated with the rest of the tax code. But it
would seem proper for the Congress to re-
quire that all retroactive tax proposals im-
ited in application to one person or to a small
group be presented as private-relief hills to
be considered by the tax committees. The
bills would name the individuals concerned
and specify the amounts involved. The re-
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ports on the bills would state the equities
present and the reason for granting rellef,
if that is the action wurged. Each matter
would be handled as a separate bill, subject
to presidential veto. The amounts granted
need not be the complete tax to be saved by
retroactive change, since the equities may
point to a lower figure. The tax committees
would have to develop procedures and crite-
ria for handling these measures—presumably
they would go to special subcommittees. Rig-
orous standards would have to be evolved
lest the committees be engulfed. It may be
that naming the particular individual in-
volved will result in congressional action on
some measures being influenced one way or
the other not so much by the merits as by an
identification with the particular individual.
Hence, it might be thought that these special
bills should be anonymous as far as possible.
Yet the beneficlaries of other relief bills are
identified. Anonymity would only provode in-
tense curiosity on the part of the press and
others, and probably could not be preserved.
Thus, despite the disadvantage indicated,
identification of the beneficiary would seem
proper.

If the above procedure were adopted, it
may well be that it could be extended to
those special provisions for a particular per-
son or a limited group which are prospective
in operation. After all, a proposal that for
the future a cousin in a mental institution
who was formerly in the taxpayer's house-
hold,* or a child adopted in the Philippines
by an army officer, ™ be classified as a depend-
ent, 1s really a petition for a private-relief
bill. Nor is there any reason why the “Louis
B. Mayer amendment’” should not have been
handled as a “bill for the relief of Louis B.
Mayer” and the amount of the relief stated
in a precise dollar figure. If the particular
proposal presented is only an example of a
general problem, it should be handled as
such and relief denied if the general problem
is not to be solved, unless the eguities for
special treatment are overwhelming. If it is
an isolated situation, its equities could be
judged in that light. If special relief were
granted, and the consequent publicity indi-
cated that others were similarly situated,
then the relief could be extended. But the
particular claim would be highlighted for
what it is—an appeal to the generosity of
the Congress to be exercised in the particu-
lar situation. In time, experience may indi-
cate that certain of these matters may be
handled by the Treasury Department, per-
haps with the assistance of a special board
of advisors.® The essential task is to separate
speclal sttuations from the broader substan-
tive problems that represent the basic work
of the tax committees, and thereby to judge
them on their particular merits. Also, and
equally as important, treatment as a private
bill would permit full public understanding
of the particular case and an awareness of
the relief involved, The technical curtaln
referred to earller would thus be lifted to
a considerable extent from legisiative con-
sideration of special provisicns.

III. CONCLUSION

The consideration of any legislation is a
complex matter and tax measures are no ex-
ception. But the Institutional factors in the
tax legislative process do differ from those in
other legislative areas, and the differences
have affected the end product. The growing
concern with the integrity of our tax sys-
tem may well force a substantive re-exami-
nation of many of the special provisions now
in the law. This concern should also extend
to the tax legislative process itself. The
situation is a serious one, and the solutions
are far from clear.

It is suggested that the executive branch
take affirmative action to attack the prob-
lem through a strong program led by the
President or the Secretary of the Treasury
designed to focus public consideration on
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special provisions and their interaction with
the rate structure. The Treasury's tax officials
and technicians should engage in intensive
research on these matters and the results of
their studies should be made public. In the
Congress, consideration should be given to
changes in the methods of obtaining in-
formation on tax problems, to improvements
in the conduct of hearings, and to a re-ex-
amination of the staff arrangements. Pro-
cedures should be adopted under which pro-
posals for amendment of the tax laws lim-
ited in application to a single person or a
small group, especially when retroactive in
nature, would be treated as private-rellef
claims. These claims should be considered by
the tax committees under special procedures
similar to those applicable to private-rellef
bills generally. In respect to the bar, both
bar associations and lawyers generally should
consider how, consistently with the tradi-
tions of the profession regarding the protec-
tion of a client’s interests, the wisdom and
experience of the tax bar can be made avail-
able in the public interest to ald the Con-
gress by objective guidance. The sum total
of these suggestions is that the Congress, the
Treasury Department, and the tax bar equal-
ly bear a responsibility to reappraise their
roles and activities in the tax legislative proec-
Bss.
FOOTNOTES

iThis article grew out of a talk delivered
before the Round Table on Federal Taxation
at the Chicago meeting of the Assoclation of
American Law Schools, December 28, 19535.
I am indebted in thinking about these mat-
ters to the other two panelists, Charles W,
Davis of the Illinois Bar, formerly Chief
Counsel, Bureau of Internal Revenue, and
Clerk, House Committee on Ways and Means,
and William M. Horne, Jr. of the Massachu-
setts Bar, formerly Staff Member congres-
sional Joint Committee on Internal Revenue
Taxation, for the views of this general topic
which they expressed in their panel talks.

*Professor of Law, Harvard Law School.
B.S., College of the City of New York, 1929;
LL.B., Columbia, 1932,

1 For a recent discussion, see DeWind, Law
and the Future: Federal Tazation, 51 Nw.
U.L. REv. 227 (1956).

2 See, e.g., Andrews, Let's Get Rid of the
Income Taz!, The American Weekly, April
22, 1956, p. 6, reprinted in 102 CownG. REC,
A3331 (daily ed. April 24, 1956); Why the In-
come Tax Is Bad, U.S. News & World Report,
May 25, 1956, p. 62 (interview with T. Cole-
man Andrews); cf. Hawley, Our Taxr Laws
Make Us Dishonest, 27 PA. B.A.Q. 230 (1958).

* For some of the recent literature, see Har-
riss, Erosion of the Federal Estate and Gift
Taxr Bases, in NATIONAL TAX ASSOCIATION,
PROCEEDINGS OF THE FoORTY-EIGHTH ANNUAL
CoNFERENCE OoN Taxatrion 350 (1955); Hell-
muth, Erosion of the Federal Corporation In-
come Tar Base, in id. at 315; Pechman, The
Individual Income Tax Base, in id. at 304;
Atkeson, The Economic Cost of Administer-
ing Special Tax Provisions, in Joint ComMmIT-
TEE ON THE Ecowomic REPORT, FEDERAL Tax
Poricy FOoR EcoNoMIC GROWTH AND STABILITY
276 (1955); Blum, The Effects of Special Pro-
visions in the Income Tazr on Taxpayer
Morale, in id. at 261; Eisenstein, The Rise
and Decline of the Estate Taz, in id. at 819;
Groves, Special Tax Provisions and the Econ-
omy, in id. at 286; Paul, Erosion of the Tar
Base and Rate Structure, in id. at 297; Cary,
Pressure Groups and the Revenue Code: A
Requiem in Honor of the Departing Uni-
formity of the Tar Laws, 68 Harv. L. REV.
745 (1955); DeWind, supra note 1; Surrey,
“Do Income-Tar Exemptions Make Sense?,”
Colliers, March 30, 1956, p. 26, reprinted in
202 ConG. REc. A3053 (daily ed. April 18,
1956) ; Bulletin of the Tax Section, American
Bar Association, Oct. 1956, p. 3 (remarks of
Congressman Wilbur D. Mills); “Keep the
Income Tax But Make It Fair,” U.S. News &
World Report, July 27, 1956, p. 68 (interview
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with Congressman Wilbur D. Mills); 102
Cone. RECc. A3696 (daily ed. May 8, 1056) (re-
marks of Congressman Daniel A, Reed).

‘InT. REV. CoDE OF 1954. § 1240. Sections of
the 1954 Code will hereinafter be cited only by
section number. The history of § 1240 is re-
lated in Cary, supra note 3 at 747-48. Under
this provision amounts received from the as-
signment or release by an employee of over
twenty-years employment of his rights to
receive, after termination of his employment
and for a period of not less than five years,
a percentage of future profits or receipts of
his employer are taxed at capital-gains rates
if the employee’s contract providing for those
rights had been in effect at least twelve years.
Clearly the blueprint for compliance with
this section is quite detalled. It is generally
assumed that the amendment at the time
covered only two persons, Louis B. Mayer,
retired vice-presiednt of Loew’s, Inc., and one
other executive in the company, and that
the amendment saved Mayer about $2,000,-
000 in taxes. Mayer, as a vice-president, had
been in charge of Metro-Goldwyn-Mayer mo-
tion-picture studio for many years. He had
received a compensation contract under
which he was to receive 109 of the net pro-
ceeds from every picture made at that studio
between April 7, 18024, and the day he left
the company. On his retirement in 1951,
Mayer released his rights under the contract
in return for, apparently, $2,750,000. The
1954 Code, while continuing the provision,
which had been adopted in 1951, underscored
its special character by restricting its appli-
cation to contracts entered into prior to the
1954 Code.

For other highly personalized provisions,
see Cary, supra note 3, at T49-54. See also
the following recent provisions:

(a) Section 2055(b) (2), added by Pub. L.
No. 1011, 84th Cong., 2d Sess. (Aug. 6, 1958),
treats as an exempt transfer to charity by a
decedent property later transferred to charity
by the spouse of the decedent under a power
of appointment given to her by the decedent
and exercisable at her death, subject to such
conditions as that the spouse must be more
than eighty years old at the decedent’s death
and must have executed an afidavit under
certain conditions one year after his death
proclaiming her intention to exercise the
power in favor of charity. The provision was
enacted August 6, 1956, but made retroactive
to August 16, 1954.

(b) Section 106 of the Internal Revenue
Code of 1939, as amended, 70 Star. 404
(1956), applies a 30% income-tax rate to
amounts received under a claim against the
United States arising under a contract for
the installation of facilities for any branch of
the armed forces, remaining unpaid for more
than five years from the date of the claim,
and paid prior to January 1, 1950. The con-
ference report stated that “it is the under-
standing of all the conferees that the action
taken with respect to this amendment is not
to be considered a precedent for future leg-
islative action.” H.R. Rep. No. 2253, 84th
Cong., 2d Sess. 5 (1956). Apparently the pro-
vision was designed solely to cover the tax-
payer involved in Sanders v. Commissioner,
225 F.2d 629 (10th Cir. 1955), cert. denied,
860 U.S. 967 (1938), since the facts of the
case fit precisely under the provision.

{c) Section 1342, added by 69 Star. TIT
{1955), provides for retroactive exclusion of
damages recelved under a court decision in a
patent-infringement suit and later repaid
because of the subsequent reversal of the
court decision on the ground that it was in-
duced by fraud or undue influence. Appar-
ently, this provision grew out of the litiga-
tion reported in Universal Oil Products Co.
v. Root Refining Co., 328 U.S. 576 (1946).

(d) Section 152(a)(10), relating to the
deduction for “dependents,” covers a cousin
receiving institutional care for physical or
mental disability if prior to being institu-
tionalized the cousin was a member of the
same household as the taxpayer. Section 152
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(b)(3) excepts from the exclusion of non-
citizens a child born to or adopted by a
member of the armed forces in the Philip~
pine Islands before January 1, 1956. See Act
of Aug. 9, 1955, c. 693, 69 StaT. 625, making
this provision retroactive to 1946 and sub-
stituting the January 1, 1956, date for the
July 5, 1946, date formerly contained in § 152
b) (3).
[ (e} Section 24(c) of the Internal Revenue
Code of 1939, as amended, 67 SrarT. 617 (now
£ 26T(n)) allowed the deduction of an ac-
crued expense if the related payee included
the amount in income within two-and-one-
half months after the close of the year and
applied the change retroactively to 1946. The
retroactive aspect, and perhaps the proposal,
appear to be a consequence of the litigation
in L. R. McKee, 18 T.C. 512 (1952), rev'd per
curiam, 207 FP. 24 780 (8th Cir. 1953), in
which the taxpayer had been unsuccessful in
the Tax Court under the previous provisions.

(f) Section 2053(d), added by 70 StaT. 23
(1956), was enacted February 20, 1956, but
was made retroactive to cover decedents dy-
ing after December 31, 1953. It allows chari-
table deduction from the gross estate for the
amount of state inheritance taxes imposed
on a bequest to charity. This provision re-
portedly was adopted to affect the problem
of a particular estate under the interaction
of the Pennsylvania tax laws and the federal
estate tax.

{g) Section 166(f) treats as a business-
bad-debt loss a payment by the guarantor
of a noncorporate obligation. The provision
reportedly was designed to meet the problem
of a Texas father who had made advances
to his son’s business. This ad hoc amend-
ment obviously does not fit with the rest of
the provisions respecting losses and bad
debts, as is evidenced by the difficulty which
it gave the Supreme Court in Putnam v.
Commissioner, 352 U.S. 82 (1956). The dis-
sent there labors long to gather an intelligi-
ble legislative history from the provision,
but fails to realize that the provision has all
the earmarks of an ad hoc resolution of a
particular situation.

(h) Section 1235(d) provides that capital-
gain treatment on the sale of a patent shall
not apply to a sale between an individual
and & related person, but then excepts broth-
ers and sisters. Apparently this was inept
phrasing to exclude a sale to a corporation
owned by a brother, since the JoiNT CoM-
MITTEE ON INTERNAL REVENUE TAXATION,
ProrosSED TECHNICAL AMENDMENTS BILL OF
1957, §28 (CCH Stand. Fed. Tax Rep., Oct.
26, 1956), and the accompanying summary
involve an amendment to make it clear that
the protection was intended for the brother’s
corporation. For a statement by a taxpayer's
representative questioning the justification
for this special treatment for a brother, see
Hearings on Technical Amendments to the
Internal Revenue Code Before a Subcommit-
tee of the House Committee on Ways and
Means, 84th Cong., 2d Sess. I (1856).

(i) Section 1361, a complicated provision
with many problems unsolved, which per-
mits a proprietorship or partnership to elect
corporate tax treatment, apparently recelved
its main impetus and perhaps the only real
reason for its existence from the sltuation
of a particular Georgia partnership.

® The text statements are based on Impres-
sions obtained from a conference to the Brit-
ish tax system held in New York on January
4-5, 1957, under the joint auspices of the
Harvard Law School Program in Interna-
tional Taxation, and the American Branch,
International Institute of Public Finance.
See also Wheat croft, The Anti-Avoidance
Provisions of the Law of Estate Duty in the
United Kingdom, (paper to be published in
Nat'L Tax J. (1957)). Professor Carl Shoup,
an informed observer of the Japanese tax
system, asserts that the same trend Is evi-
dent in that country.

* Spokesmen on this subject in both politi-
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cal parties appear to recognize the need for
solving the dilemma. As regards the Demo-
crats, see Stevenson, The New America,
Where is the Money Coming From?, NY.
Times, Oct, 29, 1956, p. 22; U.S, News & World
Report, July 27, 1856, p. 68 (remarks of Con-
gressman Wilbur D. Mills). As regards the
Republicans, see 103 Cownc. Rec. 697 (dally
ed. Jan. 17, 1957) (statement of Secretary
of the Treasury Humphrey); 102 ConG. REC.
A3699 (daily ed. May 8, 1956) (remarks of
Congressman Daniel A. Reed); Hearing on
H.R. 4090 and H.R. 4091 Before the House
Ways and Means Committee, 85th Cong., 1st
Sess. 4, T-9 (19567) (testimony of Secretary
Humphrey).

The dilemma should not be solved solely
in the context of the income tax, but must
be considered in the light of the entire tax
structure. Thus, those who believe that sta-
bilizing the Income tax at levels of 50-65%
does not leave a sufficlent over-all burden
on the wealthy would urge a concomitant
strengthening of taxes on capital, In other
countries this may mean a resort to net-
worth taxes restricted to the upper levels and
further development of estate taxes. In this
country constitutional requirements may re-
strict the effort to a strengthening of the
estate tax. Looking further ahead, there may
be experimentation with expenditure taxa-
tion for the upper brackets, as contrasted
with the current sales taxes that reach all
levels but with greater impact at the lower
ranges.

*For the history of these provisions, see
Freeman, Percentage Depletion for 0Oil—A
Policy Issue, 30 Ind. L.J. 399 (1955).

" These statements are not the result of
any intensive examination of the British
procedure, but are based on correspondence
and discussion with British officials and
practitioners.

0 §§402(a) (2), 403(a)(2). These sections
were derived from Int. Rev., Code of 1939,
§ 165(b), added by 56 STaT. 863 (1942).

1 In a sense the “Mayer amendment,"” see
note 4 supra, is traceable to this type of error.

*Now §922. Its legislative history and
current application are described in Surrey,
Current Issues in the Taxation of Corporate
Foreign Investment, 56 CorumMm. L. Rzv. 815,
834-38 (1956).

i3 These sections are a good instance of how
tax law grows: A lawyer who works years on
a case recelves a large fee in one year, so that
most of the fee goes In taxes in contrast to
the result of spreading the fee over the years
worked. A sympathetic Congress in 1939
adopts a provision to cover the situation,
confined to bunched income from employ-
ment. Int. Rev. Code of 1939, § 107, added by
53 Srar. 878 (1939) (now § 1301). An author,
said to be Ernest Hemingway, runs into a
similar problem with respect to the royalties
on a book which has taken a number of years
to write, and Congress in 1942 adds a pro-
vision to spread back royalties from both
artistic works and patents. Int. Rev. Code of
1939, § 107(b), added by 56 StaT. 837 (1942)
(now § 1302). Parenthetically, Hemingway’s
royalties over several years were so large
that it was sald he eould not come within
the conditions of the sections. Some Ford
Motor Company employees receive a large
back-pay award under the National Labor
Relations Act, again a bunched-income situ-
atlon, and Congress in 1944 adopts a throw-
back provision to meet this situation. Int.
Rev. Code of 1939, §107(d), added by 58
StaT. 39 (1944) (now § 1303). In 19556 Con-
gress adds a limited provision to cover an-
other bunched-income situation, compensa-
tory damages for patent infringement. § 1304,
added by 69 StaT. 688 (1955). The American
Law Institute has recommended extension
of these provisions to cover back interest,
back dividends on cumulative preferred
stock, back rent, and damages for loss of
profits and earnings. ALI Feo, IncoMme Tax
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Srar. § X350(c) (Feb. 1954 Draft). And, of
course, lying ahead are the suggestions from
various sources for an over-all averaging
system.

4 This provision appeared in its original
form as Int. Rev. Code of 1939, § 115(g) (3),
added by 64 Srat. 932 (1950). It was appar-
ently adopted to meet the problem of the
Boston Post and to make unnecessary the
sale of that paper by an estate in order to
meet estate taxes. Interestingly enough, the
paper was neverthele:s sold not long after-
ward. Sectlon 472, relating to the last-in-
first-out inventory method, as another exam-
ple of a general solution replacing a special
provision. See Int. Rev. Code of 1939, § 22(d),
63 Star. 11, which originated in a limited
form in the Revenue Act of 1938, § 22(d), 52
Srar. 459,

% Added by 69 Srtat. 717 (19565). As origin-
ally introduced, this provision had a broad
and sensible application to the transactional
situations involving the inclusion of an in-
come item and its later repayment. The pro-
vislon was, however, confined to the particu-
lar case treated In § 1342 at the Treasury's
request, since it had not yet studied the
basic problems. Section 1304, added by 69
StaT. 688 (1955), relating to a throwback for
compensatory damages recovered in a patent-
infringement suit, is another illustration of
a provision specially limited at the Treasury's
requet.

o Darrell, Internal Revenue Code of 1964—
A Striking Example of the Legislative Proc-
ess in Action, in U. of So. CALIF. BCHOOL OF
Law, 1955 Tax INsT. I, 6.

' Hearings Before the Subcommittee on
Tax Policy of the Joint Committee on the
Economic Report, B4th Cong., 1st Sess. 1, 6
(1955). Bee also JoinT COMMITTEE ON THE
Economic RerorT, FEnEraL Tax PoLicY FOR
EcoNnoMIC GROWTH AND STABILITY (1955), the
sccompanying volume of papers on which
these hearings were based.

“ For its organization and powers, see
§ 6405; §§ 8001-05; §§ 8021-23, as amended, 69
StaT. 448 (1955).

1 The Federal Income Tax Committee of
the Assoclation of the Bar of the City of New
York has also made helpful analyses of tech-
nical matters.

= See Hearing on 8.J. Res. 23 Before a Sub-
committee of the Senate Commitiee on the
Judiciary, 84th Con., 2d Sess. (1956). See also
Cary, The Income Tar Amendment: A Strait
Jacket for Sound Fiscal Policy, 39 AB.A.J.
885 (1953); Dresser, The Case for the Income
Taxr Amendment: A Reply to Dean Griswold,
39 AB.A.J. 25 (1953); Griswold, Can We
Limit Tazes to 25 Per Cent, Atlantic Monthly,
Aug. 1952, p. 76, reprinted in Mass L.Q., 1952,
p. 50.

= See JoiNT CCMMITTEE ON THE ECONOMIC
REPORT, Op. cit. supra note 17.

= The task here, however, lies malnly with
the members of the tax bar themselves rather
than the law school professors. I am suffi-
ciently realistic to understand that an aca-
demic tax professor talking ‘‘equity” and
“loophole” and “special privilege™ rarely if
ever sways a bar association meeting. “He
doesn't have any clients!" But nothing is
more effective in bringing up short the ad-
vocates of a special proposal than to hear
other lawyers, whose fees are as high as theirs
and whom they otherwise respect, point out
that the proposal is an unwarranted special
privilege. The arguments used may be no
better than those of the professor, but they
sound infinitely more persuasive when pre-
sented by a lawyer with clients—and this is
proper and understandable.

# The late Randolph Paul was a shining ex-
ample. But his outstanding position In this
respect so approached uniqueness that one is
given pause in thinking about the problem.
See his reflections on the problem in Pawor,
TaxatroNn IN THE UnITED StateEs T71-74
(1954).

 See Darrell, supra note 16, at 17-25; Sur-
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rey, The Income Tax Project of the American
Law Institute, 31 Taxes 959 (1953). The last
article also appears in N.Y.U. 11T INST. ON
Fep. Tax. 1049 (1953).

* See Darrell, supra note 16, at 17, 27.

* Recently the Subcommittee on Internal
Revenue Taxation of the House Ways and
Means Committee has sought the aid of the
tax bar through special advisory committees
selected by it to present proposals for
changes in various parts of the Code. While
there are facets of the present situation
which have led to this ad hoc solution, it is
doubtful whether it represents an zppropri-
ate line of growth. At the very least, reliance
on such advisory committees calls for sus-
tained and informed government technical
activity so that short-run solutions do not
distort long-run developments. Further,
there are many fortultous elements in the
process, as the selection of the particular
members of the advisory committees, the
time avallable, and the like. The procedures
of the American Law Institute, and in some
respects those of the Tax Section of the
American Bar Association, have the merit of
a wider participation in and testing of new
changes as they pass through the various
stages of their formulation.

= See, for example, the discussion in 102
Cowc. Rec. 13385 (daily ed. July 26, 1956), of
an amendment designed to relieve a particu-
lar individual in Vermont from an asserted
tax hardship growing out of the conjunction
of the severity of Vermont winters and the
vagaries of § 270, the hobby-loss provision.
The senator pressing the amendment stated
that while it was baslcally designed for the
relief of a particular individual, he had origi-
nally hoped to generallze the language but
the Treasury had pointed out defects in the
generalization. The amendment did not pre-
vail, the chairman of the Senate Finance
Committee solemnly stating that “it would
establish a very dangerous precedent, and we
would be attempting to pass a general law
for one specific purpose.” The day before, the
chairman had reported out the bill allowing
an estate-tax deduction in a situation involv-
ing an eighty-year-old widow who had taken
certain action specified in the blll. See note 4,
para. (a), supra.

= The following private-relief bills involv-
ing tax situations were enacted by the 84th
Congress.

(a) Priv. L. No, 206, 84th Cong., 1st Sess.
{July 14, 1955). This act relmbursed the tax-
payer for the $900 he lost when his beer-tax
stamps were stolen or lost, See H.R. Rep. No.
259, B4th Cong., 1st Sess. (1955); S. Rer No.
484, B4th Cong., 1st Sess. (1855) .

(b) Priv. L. No. 661, 84th Cong, 2d Sess.
(May 19, 1956). This act granted $1620.09 to
a taxpayer who had paid a tax on aleoholic
produects which were exported and for which
drawback claims were rejected because the
products were not originally bottled for ex-
port. The taxpayer had been ignorant of the
requirement and the government representa-
tive who supervised the packaging had ac-
quiesced in the manner in which it was done.
See H.R. Rer. No. 1715, 84th Cong., 2d Sess.
(1956); S. Rep. No 1048, 84th Cong, 2d Sess.
(1956) .

(¢) Priv. L. No. 663, 84th Cong., 2d Sess.
(May 22, 1956). This act permitted the tax-
payer to file an election to claim the benefit
of Int., Rev. Code of 1839, §112(b)(7), as
amended, 67 Srar. 6815 (1953) (now § 333),
which he had originally filed one day late
due to inadvertence arising from the pressure
of taking office as Mayor of Houston. See
H.R. Repr. No, 263, 84th Cong., 2d Sess. (1956);
5. Rep. No. 1957, 84th Cong., 2d Sess. (1956).

(d) Priv. L. No. 728, 84th Cong., 2d Sess,
(June 29, 1956). This act granted $6896.14
plus interest to the estate of a deceased mem-
ber of the armed services after the estate had
sued for that amount under the forgiveness
provisions of Int. Rev. Code of 1939, § 421,
added by 57 Stat. 149 (1942), repealed by 64
StaT. 947 (1950), and had lost, Allen v. Bick-
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erstaff, 200 F.2d 181 (5th Cir. 1952), The Su-
preme Court had overruled that decision in a
subsequent case, Marcelle v. Estate of Lupia,
348 U.S. 956 (19556), affirming 214 F.2d 942
(2d Cir, 1954). The Treasury stressed that its
favorable report on this private bill should
not be regarded as precedent for a policy of
changing the result of decided cases by leg-
islation. See H.R. Rep, No. 1914, 84th Cong.,
2d Sess. (1956); S. Rep. No. 2202, 84th Cong.,
2d Sess. (1956).

(e) Priv. L. No. 764, 84th Cong., 2d Sess.
(July 11, 1956). This act permitted the tax-
payers to file refund clalms involving an
amount in the vicinity of $380,000, although
the period of limitations had expired and an
agreement with the Government had been
executed. The committees appeared to be
convinced that the taxes and penalties in-
volved had been erroneously paid. See H.R.
Rep. No, 2127, 84th Cong., 2d Sess, (1956);
5. Rep. No. 2277, 84th Cong., 2d Sess, (1956).

(f) Priv. L. No. 800, 84th Cong, 2d Sess.
(July 24, 1956). This act granted to an es-
tate a refund of $1793.10 representing a cred-
it for death taxes paid to the state, although
the period within which a claim for such a
refund must be filed had elapsed. The execu-
tor had relied on an erroneous statement in
a letter from the district director as to the
permissible filing period. See H.R. Rep, No.
2224, 84th Cong., 2d Sess. (1956); S. Rep, No.
2499, 84th Cong., 2d Sess. (1956).

The Treasury Department had objected
to the bills involved in Private Laws 663 and
764, but not to the other bills; all bills were
approved by the President.

# See Gellhorn & Lauer, Congressional Set-
tlement of Tort Claims Aagainst the United
States, 55 Corum. L. Rev. 1 (19055); Note,
Private Bills and the I'mmigration Law, 69
Harv. L. REv. 1083 (1956). See also HoUSE
CoMMITTEE ON THE JUDICIARY, B5TH CoONG.,
RULES OF SUBCOMMITTEE No. 2, WHIicH Has
JURISDICTION OVER CramMs (1957).

% See, e.g., Code sections cited note 4, paras
(a)—(f), supra. See also Pub. L. No. 901, 84th
Cong., 2d Sess (Aug. 1, 1956); Pub. L. No. 414,
84th Cong., ad Sess. § 4 (Feb. 20, 1956) .

One recent special provision, Act of Aug.
12, 1955, c. B78, 69 StaTr. A166, took in part the
formal course of a private-relief bill but pro-
ceeded in a somewhat unusual fashion, On
July 30, 1955, Congressman Curtis of Mis-
souri introduced a private bill for the relief
of the Cannon Foundation, which had been
established by Congressman Cannon of Mis-
sourl. HR. 7746, 84th Cong., 1st Sess, (1955).
That foundation was established in 1950 as a
charitable foundation, but its charter,
though apparently not its activities ran afoul
of § 503 (c). The bill, as passed, made this pro-
vision inapplicable for 1950-56, and appar-
ently charter amendment in 1955 took care
of future years. The bill had originally been
referred to the Ways and Means Committee,
but on August 1, 1955, it was referred to the
House Judiciary Committee, and then re-
ported and passed that day. It was reported
by the Senate Finance Committee the same
day, S. Rep, No. 1283, 84th Cong., 1st Sess.
(1955) (which does not explain the particular
problem involved—in fact it is not explained
in any of the public documents), and it then
passed the Senate on August 2, 1955, with an
amendment concurred in that same day by
the House. The Congress adjourned on Au-
gust 2, 1955.

i See House COMMITTEE ON THE JUDICIARY,
85t Cowa.,, op. cit. supra note 29, rule 16;
NEwMAN & SURREY, LEGISLATION: CASES AND
MatTeErIALS 156 (1855). For a summary and
discussion of statutory and administrative re-
strictions on practitioners’' fees, see Commit-
tee on Administrative Practitioners, Adminis-
trative law Section, AB.A., Report, 8 Ap_ L.
BuLr. 137 (1956).

= See § 152(b) (3).

= See § 162(b) (3) . as amended, 60 StaT. 626
(1955) .

% The British have a system of “extra-
statutory concessions,” adopted and made
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public by the Board of Inland Revenue,
which represent in effect administrative re-
lief granted when the statutory law is work-
ing in an unintended way with harsh effect.
There are between fifty and one hundred of
these concessions outstanding; they are gen-
erally used when the matter is minor and
often when it also would be difficult to draft
a complete legislative solution. There are
also unpublished “office practices” under
which the rigor of the law is not pushed
too far. In effect, the more important of
these office practices are published as extra-
statutory concessions,

TAX CREDIT FOR POLITICAL
CONTRIBUTIONS

AMENDMENT NO. 4089

Mr. KENNEDY. Mr. President, on be-
half of myself and the distinguished
Senator from Kansas (Mr. Pearson), I
offer for the consideration of Members
of the Senate an amendment to H.R.
13270, the Tax Reform Act of 1969. The
amendment proposes a tax credit for po-
litieal contributions. In the past, Senator
PeArson has played a leading role in our
bipartisan efforts to reform the election
process, and I am pleased that he has
consented to join me in offering this
amendment,

Mr. President, the primary purpose of
this amendment is to provide a strong
new incentive for both of our major po-
litical parties to broaden their base of
political support. In recent years, we
have become well aware of the serious
problems that are caused by excessive
reliance by candidates for public office or
large contributors. By encouraging can-
didates, political committees, and polit-
ical parties to seek support from small
contributors across the Nation, we will
be able to take a major step toward
avoiding even the appearance of impro-
priety or undue influence that flows from
the existence of large campaign contri-
butions. By doing so, we will encourage
broader participation in the political
process, and we will restore new confi-
dence to our democratic system.

The amendment I have proposed is
essentially identical to the tax credit
proposal favorably and unanimously re-
ported by the Committee on Finance in
November 1967, at the conclusion of
comprehensive hearings on a variety of
proposals to reform the financing of po-
litical campaigns. It is also very similar
to legislation recently proposed by Sena-
tor PEARSON.

The bill reported by the Finance Com-
mittee in 1967 contained certain other
provisions—including a controversial
provision for direct public financing of
campaigns—which would be inappropri-
ate for consideration by the Senate at
this time as part of the pending tax re-
form bill. The tax credit proposal, how-
ever, is entirely appropriate for consid-
eration as part of this bill.

In brief, the amendment offered by
Senator Pearson and myself would pro-
vide a tax credit for one-half of a tax-
payers’ political contributions, up to a
maximum ecredit of $25. It is a broad-
based amendment. Contributions gquali-
fying for the credit could be made to
candidates for either Federal, State, or
local office, to political committees sup-
porting particular candidates, or to na-
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tional political parties. In addition, con-
tributions could be made in connection
with either general, special, or primary
elections.

According to the revenue estimates
made by the Committee on Finance in
1967, the revenue loss produced by the
proposal would be modest—$50 to $60
million in presidential election years, and
probably substantially less in other
election years.

Mr. President, we are thoroughly
familiar with the difficult problem of es-
calating campaign costs. I believe that
the amendment I have proposed will pro-
vide a significant and effective step to al-
leviate the problem. I intend to call up
the amendment for consideration at the
appropriate time, and I ask unanimous
consent that the text of the amendment
be printed in the REcorp at this point.

The PRESIDING OFFICER. The
amendment will be received and printed
and will lie on the table; and, without
objection, the amendment will be printed
in the REcORrRD in accordance with the
Senator’s request.

The amendment (No. 409) is as fol-
lows:

At the proper place insert the following
new section:

‘““SEC. . INCOME TAX CREDIT FOR POLITI-
CAL CONTRIBUTIONS

“(a) Allowance of Credit.—Subpart A of
part IV of subchapter A (relating to credits
allowable) is amended by renumbering sec-
tion 41 as 42, and by inserting after sec-
tion 40 (as added by section of this Act)
the following new section:

‘“‘SEC. 41. POLITICAL CONTRIBUTIONS.

‘“‘(a) GENERAL RULE.—In the case of an in-
dividual, there shall be allowed, as a credit
against the tax imposed by this chapter for
the taxable year, an amount equal to one-
half of so much of the political contribu-
tions as does not exceed $50, payment of
which is made by the taxpayer within the
taxable year.’”

“‘(b) LIMITATIONS—

“ ‘(1) MARRIED INDIVIDUALS.—In the case of
a joint return of a husband and wife under
section 6013, the credit allowed by subsection
(a) shall not exceed $25. In the case of a
separate return of a married individual, the
credit allowed by subsection (a) shall not
exceed $12.50.

““(2) APPLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (a) shall
not exceed the amount of the tax imposed by
this chapter for the taxable year reduced by
the sum of the credits allowable under sec-
tion 33 (relating to foreign tax credit), sec-
tion 35 (relating to partially tax-exempt in-
terest), section 37 (relating to retirement
income), and section 38 (relating to invest-
ment in certain depreciable property).

‘“*(8) VErrricaTION.—The credit allowed by
subsection (a) shall be allowed, with respect
to any political contribution, only if such
political contribution is verified in such man-
ner as the Secretary or his delegate shall
prescribe by regulations.

“‘(c) DErFINITIONS.—FoOr purposes of this
section—

“‘(1) POLITICAL CONTRIBUTION.—The term
‘“political contribution” means a contribu-
tion or gift of money to—

“‘(A) an individual who is a candidate for
nomination or election to any Federal, State,
or local elective public office in any primary,
general, or special election, or in any Na-
tional, State, or local convention or caucus
of a political party, for use by such individ-
ual to further his candidacy for nomination
or election to such office;
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“¢(B) any committee, association, or orga-
nization (whether or not incorporated) orga-
nized and operated exclusively for the pur-
pose of influencing, or attempting to infiu-
ence, the nomination or election of one or
more individuals who are candidates for
nomination or election to any Federal, State,
or local elective public office, for use by such
committee, association, or organization to
further the candidacy of such individual or
individuals for nomination or election to
such office;

“¢(C) the National committee of a Na-
tional political party;

“‘(D) the State committee of a National
political party as designated by the National
committee of such party; or

“‘(E) a local committee of a National po-
litical party as designated by the State com-
mittee of such party designated under sub-
paragraph (D).

‘“¢(2) CanpipaTE.—The term ‘“‘candidate”
means, with respect to any Federal, State, or
local elective public office, an individual
who

“‘(A) has publicly announced that he is a
candidate for nomination or election to such
office; and

“‘(B) meets the qualifications prescribed
by law to hold such office.

““¢(8) NATIONAL POLITICAL PARTY.—The term
“national political party” means—

“‘(A) in the case of contributions made
during a taxable year of the taxpayer in
which the electors of President and Vice
President are chosen, a political party pre-
senting candidates or electors for such offices
on the official election ballot of 10 or more
States, or

“‘(B) in the case of contributions made
during any other taxable year of the taxpay-
er, a political party which met the qualifica-
tions described in subparagraph (A) in the
last preceding election of a President and
Vice President.

““‘(4) STATE AND LOCAL.—The term ‘‘State”
means the various States and the District of
Columbia; and the term “local” means a po-
litical subdivision or part thereof, or two or
more political subdivisions or parts thereof,
of a State.

“‘(d) CrOss REFERENCES.—

“ ‘For disallowance of credits to estates and
trusts, see section 642(a) (3).”

“(b) CLERICAL AND TECHNICAL AMEND-
MENTS.—

“(1) The table of sections for such subpart
A is amended by striking out the last item
and inserting in lieu thereof
“‘Sec. 41. Political contributions.

“ ‘Sec. 42. Overpayment of tax.’.

“(2) Section 642(a) (relating to credits
against tax for estates and trusts) is amended
by adding at the end thereof the following
new paragraph:

‘“‘(3) POLITICAL CONTRIBUTIONS.—AnN estate
or trust shall not be allowed the credit
against tax for political contributions pro-
vided by section 41.”

“(c) ErFFecTIVE DATE—The amendments
made by this section shall apply to taxable
years ending after December 31, 1969, but
only with respect to political contributions
payment of which is made after such date.”

ADJOURNMENT UNTIL 10. AM.
TOMORROW

Mr. KENNEDY. Mr. President, if there
is no further business to come before the
Senate, I move, in accordance with the
previous order, that the Senate adjourn
until 10 a.m. tomorrow.

The motion was agreed to; and (at 7
o’clock and 41 minutes) the Senate ad-
journed until tomorrow, Tuesday, No-
vember 9, 1969, at 10 o’clock a.m.
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NOMINATIONS

Executive nominations received by the
Senate December 8, 1969:
IN THE ARMY

The following-named person for reap-
pointment in the active list of the Regular
Army of the United States, from temporary
disability retired list, under the provisions
of title 10, United States Code, section 1211:

To be lieutenant colonel

Harris, Arthur C., Jr. JEEErarrdl.

The following-named persons for ap-
pointment in the Regular Army of the United
States, in the grades specified, under the
provisions of title 10, United States Code,
sections 3283 through 3294 and 3311:

To be major

Bates, William R., JEtaracccdll-
Beltran, Gilbert, Jteracccdll
Boyd, Eugene T., I Sracdl.
Champlin, Donald A, S Erecll.
Josh, Joseph A, TR dl
Madole, James E., ST el
Marelli, Lee R., B el
Stanton, Harold M. [ erarrll.

To be captain

Atseff, Vladimir, I Scercdl.
Bessler, Robert M., el
Bratisax, Roland J. i teracccdl
Childers, Charles K., [t atacccdl.
Crouch, James E., I Sarrdl-
Culley, Harold E., Jr., el
Gilbert, Johnnie R. IR
Haselgrove, Leighton, I aracecdll.
Kraft, Reinhold J. P erevecal.
Laslo, George S., [FEararrdl
Lewis, Gerald H., ISl
Prados, Alfred B., IE S el
Roscelli, Joseph J.,[Jaarrdl.
Russell, Nancy A., el
Shuler, Brigham S., IS rarrll.
Simpson, Samuel M., [JEEErral.
Smith, Floyd D. eyl
Stockton, Patrick D. JEErcdll.
Strong, William R., IEErarecdll.
Townsend, Kenneth L., JETararrelll.
Ullman, Cornell L., S rral.
Wagner, Jerry T., R rarrcll
Wilson, James C., IS arcll

To be first lieutenant

Ackels, Alden D., Sl
Babich, James M., el
Beaty, James H., [ ararril.
Burrow, Troy E., Srarrdl
Carlson, Jack S., e dl.
Carney, Marilyn M., ISl
Catalano, Thomas S.,[Jracrdll
Clark, Philip E., Jr. JEErerral.
Colie, Dennis G., JEaracrdl.
Colliton, Jefirey, e cerdl

Cook, Jefirey M., tacacdl
Culver, Lyman C.,, el
Donovan, John J. R araccdl
Dragoo, Robert E., S ardl.
Eberlin, Lawrence J., e eyl
Eiland, Lewis K., 3 a0
Esmay, Jerry D., el
Etzel, Stephen L. [Jacadl
Evans, Larry D., [acar -
Finegan, Ray D, [l
Green, Herbert J. S cdll
Haddick, John A el
Harville, Jerry L., arardl.
Hendrix, Kenneth N.,JErarerril.
Herrmann, William G., ILJFarsyril.
Howard, Duane L., JET=rarecdl.
Johnson, Harold L., R Eracrdl.
Jones, George B., III, el
Junk, Robert J., Jr., RSl
Kelleher, Thomas J., Jr. e rarrll.
Lewis, John C., IEErarrll.
Martin, John J., Jr. I Erarrdl.
May, Jordan H.,JrErarerdl.
McHugh, Thomas J., el
Mihnovets, Nicholas, 2 aracrcdl.
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Nalepa, Thomas F., IETSretrclll.
Nelson, Charles S.,
Ochoa, Jesse O.,
Palm, Leah, IS aordl.

Palmer, Jesse E. I carcdll.
Pasztor, John S. JRLSCSr dl.
Pierce, Kenneth R., Jr. I araccdll.
Rawden, Francis A IS cavcll
Reiss, David W, [ Saccal.
Ridgley, Edward E., IECaracccdll
Robillard, Robert J. ECeraccclll.
Russell, David H., I Stercdl.
Schilder, Otto P. III TSrarril.
Sheldon, Douglas M., IEEErrdl

Shipley, Bruce G.,
Smith, Jack R. 5
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Sulivan, Patrick L. el
Sumner, Wayne S., IS carccdll
Tracy, David S., IEEEtetccdll
Visnick, Allan D., el
Wadsworth, Thomas S., IEaracccdl
Weis, John R.[IEEraccdl.
Welton, John K.,
Wilkins, George H., III,

To be second lieutenant

Butler, James M. e ccdl
Byington, Michael S., [JRarrdll
Chaney, Bobby F., [Eececcclll
Crowder, William S., ISl
Daane, John H. EEStEvrdl

Eckhardt, Eric G.,
Estep, John D.,

December 8, 1969

Hall, Clint W., Jr. RIS

Hethcote, Stephen A IERracccdl

Hurchanik, Richard L. el

Mitchell, William H. J., IERacercll

Myers, Jimmie L., IS tarcdl

Saturen, Gary J. BEISESNs

Skantz, Conrad P. [ IEaracecil

Skrzysowski, Richard, ety

Smith, Mason E., [EStecccll

The following-named scholarship student
for appointment in the Regular Army of the
United States in the grade of second lieu-
tenant, under provisions of title 10, United
States Code, sections 2107, 3283, 3284, 3286,
3287, 3288, and 3290.

Santiago Rijos, Juan G.

HOUSE OF REPRESENTATIVES—Monday, December 8, 1969

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

The name of the Lord is a strong
tower; the righteous man runs into it
and is safe.—Proverbs 18: 10.

Almighty God, who art a strong tower
of defense to all who put their trust in
Thee, we, Thy children, come to Thee
with gratitude for Thy steadfast love and
praying that Thou wilt continue to be our
refuge and strength in every hour of
need. Grant us insight and courage to
shun the voice of moral compromise and
to shy away from all that is morally
questionable.

In hours of decision, during times of
temptation, through days of responsibil-
ity, and amid periods of suffering may we
have the royalty of an inward peace that
comes to those whose minds are stayed
on Thee. Teach us to value a clear con-
science, a clean mind, a pure heart, and
a sense of Thy presence before all the
honors earth can bring to us.

In thought, word, and deed may we
glorify Thy holy name as we seek the
good of all mankind. Amen.

THE JOURNAL

The Journal of the proceedings of
Thursday, December 4, 1969, was read
and approved.

MESSAGE FROM THE SENATE

A message from the Senate by Mr. Ar-
rington, one of its clerks, announced that
the Senate had passed bills of the fol-
lowing titles, ir which the concurrence
of the House is requested:

S.2325. An act to amend title 5, United
States Code, to provide for additional posi-
tions in grades GS-16, GS-17, and GS-18;
and

S.2869. An act to revise the criminal law
and procedure of the District of Columbia,
and for other purposes.

The message also announced that the
Presiding Officer of the Senate, pursuant
to Public Law 115, 78th Congress, en-
titled “An act to provide for the disposal
of certain records of the U.S. Govern-
ment,” appointed Mr. McGeEe and Mr.
Fonc members of the Joint Select Com-
mittee on the Part of the Senate for
the Disposition of Executive Papers re-
ferred to in the report of the Archivist
of the United States numbered 70-2.

ANNOUNCEMENT BY THE SPEAKER

The SPEAKER. The Chair desires to
announce that pursuant to the authority
granted him on Thursday, December 4,
1969, he did on that day sign the follow-
ing enrolled joint resolution of the
House:

H.J. Res. 1017. Joint resolution making
further continuing appropriations for the
fiscal year 1970, and for other purposes.

And on Friday, December 5, 1969, signed
an enrolled bill of the Senate as follows:
S.118. An act to grant the consent of Con-
gress to the Tahoe regional planning com-
pact, to authorize the Secretary of the In-
terior and others to cooperate with the plan-
ning agency thereby created, and for other
purposes.

EQUAL RIGHTS FOR MEN AND
WOMEN

(Mr. VAN DEERLIN asked and was
given permission to address the House for
1 minute and to revise and extend his
remarks.)

Mr. VAN DEERLIN. Mr. Speaker, I am
today introducing an amendment to the
Constitution to provide for the equal
rights of men and women.

I understand that 199 of our colleagues
have already offered this resolution, and
it is a distinct pleasure for me to join
this distinguished and rapidly growing
company.

An old and dear friend of mine, Miss
Louise McLean, of San Diego, has been
among the stanchest advocates of this
amendment. Miss McLean, who is 88,
came naturally by her concern for the
rights of women. Her late mother, Sally
Hart, was a lifelong fighter for women’s
right to vote, and is well remembered for
her struggles on behalf of working
women in Cincinnati.

Adoption of the equal rights resolution
would not only be an act of simple jus-
tice; it would also be a fitting tribute to
the many who, like Louise McLean, have
labored so long in this worthy cause.

IS THE PAST PROLOGUE?

(Mr. ANDERSON of California asked
and was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. ANDERSON of California. Mr.
Speaker, when looking to the new year,
I want very much to be optimistic. I

would like to think that the economic
picture will get brighter.

I then remember the statement etched
in the granite of the National Archives
Building here in Washington. The words
are simple—“The Past Is Prologue.”

It is depressing to think that the past
months reflect what is in store for the
Nation’s economy in 1970. Prices have
risen to an unacceptable level; interest
rates are exorbitant.

The administration’s “fight” against
inflation has resulted in the highest in-
terest rates in our history. These high
rates have proven a severe blow to cer-
tain segments of the economy; namely,
the home buyer and the small business-
man and the consumer. The only insti-
tutions that stand to gain by the exorbi-
tant interest rates are the big Wall Street
banking conglomerates.

The cost of living is increasing at a
rate no one can afford. If the consumer
price index continues to rise at the pres-
ent rate, the average consumer, already
facing difficulties in the marketplace,
faces a gloomy 1970.

I join with a vocal majority in again
urging the administration to make a new
year’s resolution to initiate measures de-
signed to lower interest rates, and to
reduce prices.

JUVENILE CRIME

(Mr. KLEPPE asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. KLEPPE. Mr. Speaker, juvenile
crime is the most pressing and threaten-
ing aspect of the crime problem. The ar-
rests of juveniles has increased 78 per
cent from 1960 to 1968, while the under-
18 age group has only increased by 25
percent. With the alarming increases in
crime statistics, it is disturbing to know
that the juvenile statistics represent only
the beginning of a career in crime for
many young offenders.

I have joined in cosponsoring legisla-
tion which, I believe, attacks the root
causes of juvenile crime. The legislation,
if approved, will create the Institute for
Continuing Studies of Criminal Justice.

The Institute will serve as the focal
point for the dissemination of informa-
tion and knowledge throughout the coun-
try in juvenile treatment and control.

In addition, the Institute, modeled
after the highly successful FBI Academy,
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