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coercion involved. The Post is apparently
working in collusion with underlings in
the bureaucracy to bring public pressure
for ultra-left policies.

I was pleased with the President's
statement Thursday night that the Fed-
eral Government would give such assist-
ance only when requested by the States
involved. It is hoped that this policy will
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be followed. We shall be on guard to
watch whether his orders are carried out
by his subordinates.

ADJOURNMENT TO MONDAY,
AUGUST 3, 1970, AT 11 AM.

Mr. BYRD of West Virginia. Mr. Pres-
ident, if there be no further business to
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come before the Senate, I move, in ac-
cordance with the previous order, that
the Senate stand in adjournment until
11 o’clock Monday morning next.

The motion was agreed to; and (at
3 o'clock and 34 minutes p.m.) the Sen-
ate adjourned until Monday, August 3,
1970, at 11 a.m.

HOUSE OF REPRESENTATIVES—Friday, July 31, 1970

The House met at 11 o'clock a.m.
The Chaplain, the Reverend Edward G.
Latch, D.D., offered the following prayer:

If we hope for what we do not see, we
wait for it with patience.—Romans 8: 25.

O God, creator and preserver of all
mankind, we commend to Thy loving
care and wise guidance the men and
women who lead our Nation in these
troubled times. Support them and
strengthen them, we beseech Thee, and
so prosper their endeavors that our pzo-
ple may be led in the ways of justice,
by the roads of righteousness, and along
the paths of peace.

We pray for all who serve under the
glorious banner of our great country.
Particularly do we pray for those who
struggle for freedom and more particu-
larly do we pray for our prisoners of war.
May they have faith and courage to en-
dure what must be endured, patience
amid suffering, a happy issue out of their
affliction, and a glad reunion with their
faithful families. Hasten the end of con-
flict and grant us peace in our time, O
Lord.

We pray in the spirit of Him who came
to bring us Thy peace. Amen.

THE JOURNAL

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

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Arrington, one of its clerks, announced
that the Senate had passed without
amendment a bill of the House of the
following title:

H.R. 14619. An act for the relief of S. Sgt.
Lawrence F. Payne, U.S. Army, retired.

The message also announced that the
Senate had passed bills of the following
titles, in which the concurrence of the
House is requested:

5. 3647. An act to authorize the Commis-
sioner of the District of Columbia to lease
airspace above and below freeway rights-
of-way within the District of Columbia, and
for other purposes;

S. 3648. An act to provide improvements in
the administration of health services in the
District of Columbia, and for other pur-
poses; and

5. 3730. An act to extend for one year the
act of September 30, 1965, as amended by
the act of July 24, 1968, relating to high-
speed ground transportation, and for other
purposes.

LOST AND FOUND: COLCORD,
OKLA.

_(Mr. EDMONDSON asked and was
given permission to address the House for
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1 minute and to revise and extend his re-
marks and include extraneous matter.)

Mr. EDMONDSON. Mr. Speaker, I am
sure many of my colleagues have re-
ceived complaints about the 1970 census,
but I will match my latest experience on
the matter with that of any other Mem-
ber.

The Census Bureau lost an entire town
within my district.

Colcord, Okla., may not compare with
New York City or Los Angeles in the
eyes of the Census Bureau, but to the
people who live and work there, it is a
mighty important place.

The preliminary census figures re-
leased in Oklahoma’s newspapers last
week showed no listing for “Colcord”—
a very nice community, I can assure my
colleagues, which I have personally visit-
ed often. It seems the Bureau lumped
all the citizens of Colecord in with the
rural residents of Delaware County when
the worksheets were being compiled. For-
tunately though, the Census Bureau has
now assured me that the 432 people who
live in Colcord will henceforth be recog-
nized as a city in the eyes of the Federal
Government.

Mr. Speaker, the Colcord incident is
but another in an ever-growing list of
complaints over the 1970 census. It
amply demonstrates why several col-
leagues and I felt it important to intro-
duce H.R. 18590 last week to provide
reimbursement to a community which
shows by a recount that the Census Bu-
reau’s original tally was in error by at
least 3 percent.

I welcome my colleagues’ help with
this legisiation, and hope that it receives
both early and favorable consideration
here in the Congress.

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

Mr. EDMONDSON. I am glad to yield
to the gentleman from Iowa.

Mr. GROSS. How do you spell the
name of that place so I can endeavor to
help the gentleman?

Mr. EDMONDSON. “C-o0-1-c-0-r-d.” I
appreciate the gentleman's offer of help.

WHERE ARE THEY NOW?

(Mr. BLACKBURN asked and was
given permission to address the House for
1 minute and to revise and extend his
remarks.)

Mr. BLACKBURN. Mr. Speaker, the
question comes to my mind today: Where
are they now? Where are they now, those
thousands of students who deluged all of
us several months ago advising us on
matters of foreign affairs as well as mili-
tary affairs? Where are the college pro-

fessors who felt free to dabble in inter-
national affairs and the military affairs
of our country by sending telegrams to
the President several months ago, as well
as to all of us, advising that the President
had pulled a great military blunder by
going into Cambodia?

There has been a great silence on the
part of those students.

There has likewise been a great silence
from those same college presidents.

Mr. Speaker, this question comes to
my mind: Those people were very sincere
in their criticism. Their criticism has
proved to be unfounded. The fact of the
matter is that the President kept his
word, and the military posture in Indo-
china has been improved immensely. The
judgment of the President and those who
supported him has been vindicated by
the events of history.

Our losses in Vietnam during the last
2 weeks are at the lowest level in 4
years. The Vietcong and the North Viet-
namese have been badly crippled as a
direct result of the Cambodian venture.
Yet over 1 month after the President
withdrew our troops we have not heard
a word from those criers of doom who
deluged us several months ago. It seems
to me that at least one of those giving
us erroneous advice would now be willing
to admit their error and apologize for the
great furor they created.

Mr. Speaker, I think it is fair to ask:
‘Where are they now?

DEFENSE PRODUCTION ACT EXTEN-
SION AND ECONOMIC STABILIZA-
TION ACT

Mr. PATMAN. Mr, Speaker, I move
that the House resolve itself into the
Committee of the Whole House on the
State of the Union for the consideration
of the bill (HR. 17880) to amend the
Defense Production Act of 1950, and for
other purposes.

The SPEAKER. The question is on the
motion offered by the gentleman from
Texas.

CALL OF THE HOUSE

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

The SPEAKER. Evidently a quorum is
not present.

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

A call of the House was ordered.

The Clerk called the roll, and the
following Members failed to answer to
their names:
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[Roll No. 245]

Esch
Eshleman
Fallon
Farbstein
Feighan

Abbitt
Addabbo
Alexander
Annunzio
Ashbrook
Ashley
Aspinall
Ayres

Baring
Barrett
Beall, Md,
Berry

Blaggl
Bingham
Blanton
Blatnik
Bolling
Brasco

Bray

Brock
Brooks
Brown, Calif.
Broyhill, N.C.
Burton, Utah

Myers

Nix

O'Neal, Ga.
O’Neill, Mass.
Ottinger
Passman
Pelly

Pollock
Powell

Price, Tex.
Purcell
Quillen
Railsback
Rarick

Rees

Reid, N.Y.
Reifel
Rhodes
Riegle
Rogers, Colo.
Rooney, N.Y.
Roudebush
Rousselot
Ruppe

Ryan
Scheuer

Willlam D.
Fountain
Fraser
Gallagher
Giaimo
Gilbert
Gray
Griffiths
Hagan
Hall
Harsha
Harvey
Hathaway
Hawkins
Hays
Hébert
Henderson
Hull
Ichord Sebelius
Jarman Shipley
Johnson, Calif. Smith, Calif.
Johnson, Pa. Smith, Iowa
Eastenmeier Snyder
King Stanton
Kluczynski Steiger, Wis.
Koch Symington
Kyl Taft
Latta Teague, Calif.
Leggett Tiernan
Lloyd Tunney
Long, La. Van Deerlin
Lujan Waggonner
Lukens Wampler
McClory Watkins
MecCloskey Watson
MeCulloch Welcker
McEwen
MacGregor
Mailliard
Mann
Mathias
Donochue Matsunaga
Dowdy Meskill
Edwards, Calif, Monagan
Edwards, La. Montgomery
Erlenborn Murphy, 111,

The SPEAKER. On this rolleall 272
Members have answered to their names,
a quorum,

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

Clawson, Del
Clay
Conyers
Corbett
Coughlin
Cowger
Cramer
Culver
Cunningham
Daddario
Dawson
Dellenback
Denney
Dennis

Dent

Devine
Diggs

Charles H.
Wolff
Wyatt
Wydler
Wyman

PERMISSION FOR SPECIAL EDUCA-
TION SUBCOMMITTEE, COMMIT-
TEE ON EDUCATION AND LABOR,
TO SIT DURING GENERAL DEBATE
TODAY

Mrs. GREEN of Oregon. Mr. Speaker,
I ask unanimous consent that the Spe-
cial Subcommittee on Education of the
Committee on Education and Labor be
permitted to sit this afternoon during
general debate.

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

There was no objection.

PRESIDENT WILL NOT FORCE COA-
LITION GOVERNMENT ON SOUTH
VIETNAM

(Mr. GERALD R. FORD asked and
was given permission to address the
House for 1 minute and to revise and ex-
tend his remarks.)

Mr. GERALD R. FORD. Mr. Speaker,
Americans who believe that America
should support not abandon its allies;
Americans who believe that peace with-
out freedom is meaningless; Americans
who know the dangers to freedom of
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Communists in Government can breathe
a little easier today.

For the second time in less than 2
weeks President Nixon has told the Na-
tion—and the world—that he will not
force a coalition government on South
Vietnam against its will.

The President knows, as all thinking
Americans realize, that this is just an-
other way to hand the victory to North
Vietnam, a victory they have been unable
to win through terror and through force
of arms.

Mr. Speaker, there are those in this
Nation who believe in peace at any price.
You can tell who they are just by look-
ing. They are the ones walking around
with their hands up instead of their
heads.

We can be thankful that President
Nixon is not one of them.

DEFENSE PRODUCTION ACT EX-
TENSION AND ECONOMIC STABI-
LIZATION ACT

Mr. PATMAN. Mr. Speaker, I move
that the House resolve itself into the
Committee of the Whole House on the
State of the Union for the considera-
tion of the bill (H.R. 17880) to amend
the Defense Production Act of 1950, and
for other purposes.

The SPEAKER. The question is on the
motion offered by the gentleman from
Texas.

The motion was agreed to.

IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill HR. 17880, with
Mr. DELANEY in the Chair.

The Clerk read the title of the bill.

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

The CHAIRMAN. Under the rule, the
gentleman from Texas (Mr. PATMAN) will
be recognized for 1 hour, and the gen-
tleman from New Jersey (Mr, WIDNALL)
will be recognized for 1 hour.

The Chair recognizes the gentleman
from Texas.

Mr, PATMAN. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, I will not yield to any
Member until I have finished my main
statement.

Mr. Chairman, the esteemed chairman
of the Rules Committee, Mr. COLMER, in
debating the rule on H.R. 17880 yester-
day, made some very interesting and
cogent remarks concerning the inflation
which our country is suffering. I should
like to amplify a bit on these remarks
in an attempt to indicate why it is so
necessary to enaet title II of this legisla-
tion, which would provide the President
with standby authority to freeze prices,
wages, salaries, and rents.

I agree with every word that the gen-
tleman from Mississippi (Mr. COLMER)
said about the dangers of inflation and
the need to deter and retard and finally
stop inflation, in every sense of the word.
Inflation could destroy our country, so
we must not tolerate it. We must deal
with it.

The only difference I have with the
position of the gentleman from Missis-
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sippi (Mr. CoLMER) is that he wants to
make it wage-price authority compulsory
now. Of course I do not believe we in
the Congress are in a position to make
it compulsory now from the floor of the
House,

We have inflation; there is no ques-
tion about that. But there are other con-
siderations in our economic picture.

In World War II we had inflation and
we had price and wage controls. Those
involved 10 million prices and wages.
Then we had a patriotic fervor of the
people. They were backing the war. They
were backing what the Government was
doing, because it was in their interests,
Then we had a better opportunity for
cooperation by all the people. But even
then we had black markets. We had
many problems growing out of price and
wage controls and other controls, but
they were necessary under the condi-
tions.

So we must have these controls when
we can most effectively use them. We
do not have that patriotic fervor by rea-
son of this war. Therefore, we will not
have the unanimous support of the peo-
ple that we had in World War II. We
must recognize this fact, but it is essen-
tial that the President be given the full-
est authority to stabilize the economy.

‘We must stop these high prices. It will
not be long until every utility in the Na-
tion that has not asked for a rate in-
crease will ask for a rate increase, there-
by making the people pay billions of dol-
lars extra every year for increased rates
on electricity, water, telephone service,
gas, and all the public utilities.

The same is true of the railroads and
other industries. High interest rates and
high prices will force the costs up to the
consumer. So we must stop it.

I believe we should give the President,
who is elected by all the people, the re-
sponsibility of administering this author-
ity and doing what is in the best interest
of all the people.

I think it is best to give him standby
authority. Last December we in Congress
gave the President the standby power for
credit controls. This gave him the power
to roll back interest rates, but the Pres-
ident does not want to use them. He
indicated in recent correspondence to me
that he is looking over the credit con-
trols again with the possibility—the im-
plication—that they will yet be used, In
any event, the President is not in a posi-
tion to know when he will need these
standby wage-price controls. He cannot
see that far down the road. I think it is
the duty of the Congress to give him all
the power he needs when he needs it in
order to protect the people against in-
flation. That is our duty. Therefore we
are proposing the standby author-
ity, which is something like a shotgun in
the corner and something to protect the
people in this country.

The intent of this legislation as con-
cerns the discretionary authority to limit
prices would include, of course, the price
of money—that is to say the cost to the
borrower of funds, be he a businessman
or consumer—and interest, of course, is
nothing more than the price which peo-
ple pay for borrowing money.

One of the most—if not the most—
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important factors which has led to the
inflation which our country is suffering
is the fantastically high interest rates
which we have experienced in the last
few years. Interest rates, as we all know,
are higher than they have been in this
country in over 100 years. In the last 18
months interest rates have been higher
than ever before in history.

Since the payment of interest is a cost
of doing business, every time interest
rates are raised, they find their way ulti-
mately in the final prices paid for all
goods and services. This is why, as we
all should know, it is so important to have
our Government promulgate monetary
policy in such a way that interest costs
stay at low levels. This can be done and
has been done but, unfortunately, the
record clearly indicates that it has been
Democratic administrations which have
sought and succeeded in keeping interest
rates down to the lowest possible levels,
while Republican administrations have
done just the reverse.

It is not my intent to engage in any
partisan polities in this instance, but the
record itself speaks for itself, Let me just
relate a few facts to substantiate this
conclusion.

During the 8 Eisenhower years, the
public debt increased by 10.4 percent,
whereas the total interest cost on the
public debt increased by 57 percent—
from a level when Mr. Eisenhower took
office of $5.9 billion in interest cost on
the public debt to $9.2 billion.

During the Kennedy-Johnson 8-year
terms, the public debt increased by 10.8
percent and the interest costs on this
public debt increased by 23 percent, or
less than half of the increase experienced
during the Eisenhower years. The figures
for the Johnson term are almost identi-
cal to those of the Kennedy-Johnson
years.

But look what has happened just since
Mr. Nixon has been President. From the
end of 1968 through 1970, the public debt
under Mr. Nixon has increased during
a short time by 6.7 percent, but we have
already experienced under Mr. Nixon’s
regime an increase in interest costs of 32
percent—rising from, when Mr. Nixon
took office, $14.6 billion to $19.3 billion.

The estimates for interest payments
on the public debt for last fiscal year
1970 by the Nixon administration fell al-
most $460 million short of what the
actual figure turned out to be.

In other words, Mr. Chairman, an ad-
ditional $460 million was paid in interest
on the public debt. This $460 million
which could have been used to do so much
good, such as providing additional hous-
ing, health facilities, water and sewer fa-
cilities and such, has to be used for the
unproductive purpose of paying addi-
tional interest on the public debt, due to
the tight money high interest rate poli-
cies which we have experienced in the
last several years.

Mr. Chairman, as one Member of Con-
gress, it strikes me as unconscionable
that we would allow so much of our Fed-
eral budget to be spent as interest on
public debt—so muech of it.

Mr. Chairman, every time the interest
rate has been increased everything has
gone up in price immediately. Even the
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goods on the shelves offered for sale went
up in price immediately. When interest
rates were increased. Increased interest
means increased prices, increased prices
means higher prices and more infiation.

So, since the course of this inflation
has been the increase in interest rates,
the way to stop it is to start rolling back
interest rates. This has to be stopped.
That is the reason we gave the Presi-
dent, last December, the power to exer-
cise controls over our interest rates.

Mr. Chairman, it has been traditional
in this country for over half a century
that any time a big bank like a Wall
Street bank, or the head of it announced,
“We are raising the prime rates one-
quarter of 1 percent—and twice it has
been raised as much as one-half of 1
percent—during those 50 years this has
happened. On June 9 last year a New
York banker went out on his front
porch and said, “We are raising the rate
from 7.5 percent to 8.5 percent.” That is
traditional, and all the big banks fol-
lowed. They raised the rate by 1 percent.
He did not need to do it, except to make
more monev for all the banks. He had
no right. He was not elected by the peo-
ple, The people never told him he had
to do it and Congress had passed no res-
olution giving him that power, but he
did.it. So, in December we passed a law
giving Mr. Nixon the same right to go
out on his front porch and say, “The
prime rate is hereby lowered from 8.5
percent to 7.5 percent or to 6 percent,” or
whatever he wants to. He has that power
and he should have that power because
all of the people in this country elected
him.

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

Mr. PATMAN. No; I cannot yield to
the gentleman at this time.

Mr. Chairman, it makes no more sense
to promulgate policies which lead to
these fantastic interest payments than
it does to engage in futile debate over
how many angels can stand on the head
of a pin. We know that interest rates
could be kept at a lower level. It was
done during World War II and during
the Truman administration and the
Roosevelt administration. Not only were
interest rates kept low, but the public
debt was actually reduced.

Mr. Chairman, there has been a lot
said about transition from war to peace.
We have a perfect case in the pre-World
War II period. President Roosevelt called
in the Federal Reserve Board and the
Chairman, Marriner Eccles, a great man,
a good man from Utah, a very rich man—
that is all right because he made it him-
self and he is an honest, sincere, trust-
worthy man, although a Republican, Mr.
Roosevelt said:

Now, Marriner, we have got to keep inter-
est rates down. If we do not our country is
ruined. We are not assured of winning this
war, and If we win 1t with high interest rates

we will owe so0 much we will never get out of
debt.

Well, Mr. Chairman, Mr. Eccles and
Mr. Roosevelt agreed to keep interest
rates low. To the credit of Mr. Eccles, he
carried it out 100 percent and kept in-
terest rates on the long-term debt low
and at the end of the 14 years when Mr.
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Eisenhower came in, interest rates were
low. When Mr. Humphrey from Cleveland
was Secretary of the Treasury, he sold
bonds at 235 percent, the first bond is-
sue that was offered in the Eisenhower
administration.

And then he sold another bond issue
for 2.5 percent. But, then an issue was put
out much higher than that for the sole
purpose—and admittedly so—to raise in-
terest rates generally. That issue almost
caused a recession in our country, and
they had to reverse the process and get
back to lower rates.

But this move by Secretary Humphrey
started it and the increase in interest
rates was started. After that they went
up, up, up all through the Republican
administration.

By keeping interest rates low—and Mr.
Truman paid $29 billion on the national
debt at one time—we were able to have a
transition from war to peace after World
War II. Those 15 million men came back
from the war, and went to college. They
became doctors. They became engineers.
They became professional people at the
expense of the American people. The
greatest asset we have, because of the GI
bill of rights, It educated millions of
young men who are helpful to our coun-
try now. We were able to do this because
we did not have to pay it all out in inter-
est. And if a veteran wanted to borrow
money to go into business he could bor-
row through a Government agency at a
reasonable rate of interest. If he wanted
to buy a home he could borrow the money
from the Government at a reasonable
rate of interest—and it was later repaid.

So we had a perfect transition from
war to peace, because the interest rates
were kept low. And we did not have any
depression. It was the first time in the
history of civilization that a major coun-
try had a major war and did not have a
major depression after it was over. And
this was very much to the credit of the
people who kept the interest rates low so
that all these debts could be paid.

Do you think we could do that now
with interest rates at 9, 10, 15 and 20 per-
cent? Of course we could not. We could
not possibly do it. It was a great tribute
to the group that kept the inferest rates
low during World War II so that all the
people profited by it. A perfect transition
from war to peace was accomplished.

Now, then, yesterday one of the Mem-
bers on the minority side said this was a
political move to ask for standby controls.
Well, of course, you can say that about
any bill; there is no way to prove or dis-
prove it. But it is not political. If you say
it is political because the President said
he did not want it, why, then, anything
the President says he does not want will
be political if you propose it, That is not
a very good argument; there is not much
logic behind that statement.

This is not political. We are not attack-
ing Mr. Nixon. This is a great compli-
ment to the President of the United
States, for the Congress to pass a law to
give him all this power. Now, we cannot
do it in a compulsory way now because we
do not know what he wants, and what he
would enforce.

Under the Constitution the President
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enforces all the laws, the Congress makes
the laws.

There is no basis for the charge of par-
tisan politics. This bill is in the public
interest. As the chairman of the Com-~
mittee on Rules said, our country can
be destroyed by inflation. Of course, it
can. But, you are not helping anything
by saying this is a phony issue—to give
the President the power to cope with in-
flation and to protect the people.

As to the fact that the President said
he will not use it, of course, we cannot
help that. But I have reason to believe
that if he concluded he needs to, I do
not think he would hesitate to reach
over and grab that shotgun in the cor-
ner and do what is best to protect all
the people.

The interest rates I have mentioned
can ruin this country for several reasons.
One is that high interest rates cause in-
flation and high interest and inflation
unbalances every budget in America im-
mediately when it is imposed.

Heretofore, the prime rates have al-
ways been made by the New York bank-
ers with only two exceptions in 50 years
of history and they placed it at a price
that makes money. Of course, we want
them to be profitable institutions, but we
do not want them to be so high that it
is against the interest of the country and
the interest of the people. :

At this time we are paying $120 billion
a year interest on all debts, public and
private—$120 billion a year. When this
New York banker went out on the front
porch and raised rates 1 percent, do you
know how much that meant in in-
creased interest rates? It meant 1 per-
cent of the public and private debt. At
that time the public and private debt
was $1,500,000,000,000. One percent of
that was $15 billion a year, That meant
that that extra burden was imposed upon
all the people of this Nation. Of course,
55 million families carried most of that
burden and would have to pay it by rea-
son of that statement, that the interest
rates are hereby raised 1 percent—or $15
billion a year.

It was raised 2% percentage points
from the time of the election when Mr.
Nixon was elected in 1968 until June 9
of last year. Two and one-half percent is
$371% billion of extra taxes imposed
upon the people—extra taxes, to take
care of that 22 percent.

Now you know that the country can-
not get along with such additional bur-
dens. Those were additional burdens that
were imposed. Do you know how much
that was? They say that the cost of the
war is causing inflation. Of course, it is
causing some inflation—anything like
that and such expenditures will cause in-
flation, but the cost of the increased
prices of interest, the exorbitant part, the
usurious part, the excessive part of the
interest was more than the cost of the
entire war, What do you think about
that? That being true, we must deal
with interest rates first before you can
deal with inflation or anything else that
will save our economy.

The interest on the national debt to-
day is $20 billion a year—and that is
just the national debt part of it—$20 bil-
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lion a year of interest. Do you know how
much it should be if we used fair and
reasonable rates as we have had in the
past? It would be one-half that. In other
words, we are paying $10 billion a year
extra for exorbitant interest. It should
be stopped and it should be stopped im-
mediately because I know, just as the
gentleman from Mississippi (Mr. CoL-
MER) said, inflation can destroy this
country and will if it is not stopped. I
say that high interest causes inflation,
and in order to stop inflation you have
got to roll back interest rates.

The transition from war to peace I
have explained; we did it at one time
successfully. We has to impose controls.
We did not want to do it but we had to
do it. We know that it worked before.
Let us make it possible for the President
to have those weapons at his command,
in his arsenal, in case it should get so
bad that controls are absolutely neces-
sary. That is the sensible thing to do.

In my view, it would not do for this
Congress to adjourn without leaving the
President of the United States plenty of
power, stopgap power, to use in the event
that uncontrollable inflation, murderous
inflation, the type in which prices go out
of the roof, that he eould not reach back
and get a weapon to cope with it.

It is our duty to do this, my friends,
and I hope we will have just as near a
unanimous vote on this bill as it is pos-
sible to get for the good of the country.
We have got to stop inflation. We can-
not stop inflation until we roll back in-
terest rates. So roll back interest rates
and sftop high, exorbitant, usurious, ex-
cessive rates, and at the same time stop
inflation. Kill two birds with one stone.

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

Mr., PATMAN. I yield to the gentle-
man from California.

Mr. HANNA. I was interested in your
statement, Mr. Chairman, your excellent
statement of the effect on the economy.
I wonder if the ehairman would incor-
‘porate in his remarks the statement
showing the drop in earnings for manu-
facturing corporations which employ the
working people of America and the rise
in earnings of the large banks during
this period of time.

Mr. PATMAN. Yes. I do not have that
information with me here, but I hope
the gentleman will get permission and
insert it later.

Mr. HANNA. I will.

Mr, PATMAN. I will get the permis-
sion for the gentleman to insert that
information.

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

Mr. PATMAN. I yield to the gentleman
from Georgia.

Mr. BLACKBURN. I appreciate the
gentleman yielding. Am I not correct,
Mr. Chairman, in the statement that no
money is authorized in this bill to im-
plement wage and price control?

Mr. PATMAN. No; because we do not
know. You see, the President will have
to indicate what he wants.

Mr. BLACKBURN. Mr. Chairman,
will the gentleman yield further?
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Mr. PATMAN. I yield to the gentle-
man from Georgia.

Mr, BLACKBURN. You have made the
point that you are providing the Presi-
dent with this shotgun in the corner,
but you are not giving him any shells
for it.

Mr. PATMAN. We will provide him
with some bullets.

Mr. BLACKBURN. All he would have
would be an unloaded shotgun.

Mr. PATMAN. We will furnish bul-
lets quickly whenever he gets ready.

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

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

Mr. GROSS. Will the gentleman re-
fresh my memory? Did the gentleman
bring a bill to the House floor in 1965
when Lyndon Johnson escalated the
troop strength and tremendously es-
calated the spending in Vietnam? Did
the gentleman bring this kind of bill to
the House then?

Mr. PATMAN. Mr. Johnson did not,
but it was in a portion of a bill that we
brought from the Banking and Currency
Committee which was not passed.

Mr. GROSS. Did you favor this kind
of legislation in the House at that time?

Mr. PATMAN. Remember this: There
is nothing so powerful as an idea whose
time has come. That idea’s time had not
come, In this legislation we want to place
that shotgun handy in the event it be-
comes necessary to use it. If the Pres-
ident should say, “I want to use it and I
want the Congress to back me up, I want
the Congress to furnish me the money
and the personnel,” then we would g0
into action and support the President.

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

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

Mr. GROSS. Mr. Chairman, I have
heard the gentleman stand in the well
of the House and rail to the housetops
in protest to the enormous power of the
Federal Reserve Board, and here today
he is willing to give to the President of
the United States enormous delegated
poOwers.

Mr. PATMAN!: That is right.

Mr, GROSS. And I have read through
title II backward and forward and I can
find no place, no point in title II of this
bill where there is even the requirement
on the President that he declare any
kind of emergency, either war emergency
or domestic emergency, as a preliminary
to the invocation of these powers that
here would be granted to him.

Mr. PATMAN. Whenever the President
gets ready, he will send the message to
Congress and say: I am declaring price
and wage controls or selected controls,
and I want the Congress to pass the law
implementing the powers given to me by
Congress and give me plenty of money
to have the establishment necessary to
pay the costs and also to get the person-
nel.

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

Mr. PATMAN. I yield to the gentleman
from Wisconsin.
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Mr. REUSS. Mr. Chairman, I thank
the gentleman for yielding.

On the question just raised by the
gentleman from Iowa (Mr. Gross) about
the historic difficulties of the gentleman
from Texas (Mr. Patman) with the so-
called independence of the Federal Re-
serve System, is it not a faet that the
basis of the difficulty of the gentleman
from Texas is that the members of the
Federal Reserve Board are not elected
by the people, whereas the President is
elected by the people?

Is it not further a fact that the gen-
tleman from Texas has supported the
power and the right and the duty of the
President to intervene in the area of
monetary policy?

Mr. PATMAN. That is right. It is a
fact that the Congress has frequently
sef up administrative duties within the
executive branch without providing at
that moment the funding needed to hire
the personnel to carry out those duties,
waiting instead until the Executive came
back with a detailed description of the
kind of personnel it needed?

Mr. PATMAN. The gentleman is cor-
rect. That is traditional.

Mr. Chairman, title IT of this bill is a
shotgun in the corner. It gives the Pres-
ident standby authority to stabilize
wages, prices, salaries, and rents.

The power is to be used by the Presi-
dent when and if he determines that the
economic conditions warrant its imple-
mentation.

In short, Mr. Chairman, we are giving
the President all the tools that he might
need to combat the twin evils of infla-
tion and recession which have plagued
all areas of this Nation in the past
months. In recent days, we have had
many people claim that the economy is
turning the corner and that good days
are just in front of us.

However, yesterday’s newspapers car-
ried news that wholesale prices rose
drastically last month. In fact, the in-
crease last month was the highest since
January. It is obvious that inflation is
still with us and it is more important
than ever that this Congress give the
President every power to combat these
economic problems.

This is temporary authority which will
be in effect until February 28, 1971. In
the intervening months, the President
will have an opportunity to stabilize the
economy. Throughout this period, he will
have standby wage and price stabiliza-
tion powers as a shotgun in the corner.
The mere passage of this legislation by
the Congress will do much to deter fur-
ther increases in prices and wages.

It will be a firm statement of policy
from the Congress. It will be concrete
action and it will do much to restore the
confidence of the people and business
leaders in the economy. The stock mar-
ket losses in recent months have been at-
tributable directly to a lack of confidence
in the Federal Government to act in the
face of economic crisis. This legislation
is action and it will be so reflected in all
economic indicators.

There has been much criticism of the
fact that this bill gives the President
standby authority and does not actually
mandate wage and price controls. The
false claim has been made that the Con-
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gress is dodging the issue by giving the
President standby authority.

This is false and totally misleading.
The only way that wage and price sta-
bilization can work is through standby
authority giving the executive branch
the widest latitude and flexibility. The
Congress cannot execute the laws from
the floor of the House or the Senate. We
must give the President flexible author-
ity and let him impose these stabiliza-
tion measures when and where they are
needed.

One of the basie criticisms of wage and
price controls during World War II and
the Korean war was the lack of flexibil-
ity. The bill before us today corrects this
problem and gives the President and the
executive branch the fullest flexibility.
The President can apply the wage and
price controls in a selective manner in
whatever areas are creating inflationary
pressures.

Much of the administration of the wage
and price stabilization can be carried on
with existing personnel and it will not
require a huge new Federal bureaucracy.
Many of the existing agencies could per-
form enforcement functions in this area
if called upon by the President.

Mr. Chairman, many argue that the
President will not use these powers if the
Congress votes them. This is exactly what
was said when the credit confrols were
voted by the Congress last December. Yet,
only last month, the President wrote me
indicating that he might reconsider and
actually use the credit control if the
economy warranted it. I suspect the
President might well have a change of
heart in regard to the wage-price au-
thority in this bill. So the House should
not take too seriously the political state-
ments being made in opposition to the
wage-price authority.

Mr. Chairman, I do not know why any-
one in the House would oppose giving the
President the authority to control infla-
tion. Outside of pure political partisan-
ship, I eannot understand why any Mem-
ber of the House would refuse to give the
executive branch the necessary powers to
stabilize wages and prices. The American
people want action on the economy and
this bill gives them real and effective
action to correct the economic problems
facing the Nation.

COST ACCOUNTING STANDARDS

Mr. Chairman, one of the provisions
of this bill concerns cost-accounting
standards for negotiated defense pro-
curements. Over 2 years ago when this
body was considering the extension of the
Defense Production Act a provision was
included in the House bill which would
have required the Comptroller General to
develop cost-accounting standards and
recommend legislation to permit the pro-
mulgation of rules and regulations in
implementation of the standards. The
House at that time acted favorably on
this provision. The other body did not go
along with this provision. As a result,
legislation was enacted requiring the
Comptroller General to study the feasi-
bility of cost-acecounting standards. We
have since received the report of the
Comptroller General which states that
the development of cost-accounting
standards are feasible.
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The provision in the bill before us to-
day relating to cost-accounting stand-
ards calls for the establishment of a
Cost-Accounting Standards Board com-
posed of five members with the Comp-
troller General as the chairman. The
Board would recommend by June 30,
1971, to Congress cost-accounting stand-
ards for defense procurements.

The study of the Comptroller General
was conducted after soliciting and care-
fully considering the views of a good
cross section of defense industry, certi-
fied public accountants, Government ac-
countants and the academic community.

The study concluded that uniform
cost-accounting standards were feasible.
The Comptroller General has recom-
mended the establishment of such stand-
ards. Supporting him in this view are the
Office of Management and Budget, the
Department of Defense, other major
procurement agencies of the executive
branch such as the Atomic Energy Com-
mission, the National Aeronautics and
Space Administration, and the principal
professional accounting organizations.

I firmly believe that we must move to-
ward major improvements in defense
contract administration by the formula-
tion of cost-accounting standards to
materially enhance the communication
and understanding between industry,
Government, the Congress, and the pub-
lic in the negotiation of defense con-
tracts. Cost-accounting standards, prop-
erly designed, will inure to the benefit of
both industry and Government by pro-
viding a climate under which equity and
fairness in defense contracting for the
protection of both parties can be
achieved.

When one considers that in fiscal year
1969 over 89 percent of defense procure-
ment, that is, over $36 billion, was ne-
gotiated without sole dependence on
price competition, there is need to con-
sider why and how the better cost infor-
mation can improve negotiating proc-
esses.

Accounting is the financial language
of business. Basically it is concerned with
the meaning of words and the classifica-
tion of those meanings into accounts in-
to which figures are placed. Technical
words often have no single meaning. It
is imperative that we work toward a
better understanding of what we are try-
ing to express. This is the basic purpose
of cost-accounting standards. Such
standards are neutral in that they
neither favor nor injure any one of the
parties. Neither do cost-accounting
standards suggest or require cost-ac-
counting systems.

If the objectives of this legislation are
considered in this light, the purposes of
the legislation are far from objection-
able, in fact, they are absolutely neces-
sary.

Some measure of cost-accounting
standards exists in Defense at the pres-
ent time. Section XV of the Armed Serv-
ices Procurement Regulations has these
objectives. But these regulations are de-
fective and outmoded in important re-
spects:

They depend too much upon “generally
accepted accounting principles,” princi-
ples used by public accountants in judg-
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ing the merits of financial statement re-
porting prinecipally to stockholders, but
hardly applicable to the field of cost
accounting. “Generally accepted ac-
counting principles’ provide no assist-
ance in the important area of allocation
of indirect costs, which are the largest
single cost element in defense contract-
ing. Cost accounting in defense contract-
ing serves as an internal mechanism for
the formulation and evaluation of con-
tract costs, a distinctly different function.

They rely heavily on industry-accepted
practices. However, since there is no
codification of cost accounting principles
and standards, there exists no central
guidance and general acceptance which
assures consistency in application of
methods.

They provide too many alternatives
for the calculation of costs in a given
situation. They fail to narrow the alter-
natives by stating the criteria for their
use. Thus, they create the possibility for
manipulation of costs and make it diffi-
cult for contract negotiators to know
whether they have a complete under-
standing of the proposed contract costs.
As a result, the Government is placed
in a disadvantageous bargaining posi-
tion; as a result the bidders are often
bidding on different costing ground rules.

The Comptroller General’s study did
not disclose any developments in the
formulation of cost-accounting stand-
ards by other agencies and groups. The
regulations of the Securities and Ex-
change Commission, the rules of the Re-
negotiation Board, and the regulations
of the Internal Revenue Service are for
different purposes and do not form any
real basis for cost-accounting standards
applicable to defense contract adminis-
tration. None of these nor ‘“generally ac-
cepted accounting principles” was in-
tended to serve defense contract pur-
poses.

The major weaknesses in cost account-
ing under present defense contract
methods are apparent.

Contractors are priviliged under pres-
ent provisions to choose from alterna-
tive accounting methods without criteria
for determining the basis for the selec-
tion.

Contractors sometimes submit cost
data in price proposals in a manner sub-
stantially different from the way they
record the costs of performing the con-
tract. These practices result in serious
problems in verifying supporting data
under Public Law 87-653, the Truth in
Negotiations Act, and making meaning-
ful audits of negotiated contracts very
difficult. Thus, present guidelines or
standards provide no way of assuring
consistency between cost proposals and
incurred costs.

It is guite apparent from the many
case examples in the experiences of the
General Accounting Office and the De-
fense Contract Audit Agency that the
present standards are not understood,
not reasonably uniform in their applica-
tion. For example, the presently accept-
able methods of: First, applying over-
head to Government contracts and com-
commercial products; second, determin-
ing the basis of capitalizing and expens-
ing of costs upon modernization, renova-
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tion and repairs and; third, charging
work done by affiliated companies results
in inequities as among contracts, be-
tween contractors and the Government,
and between contractors.

The goal of cost-accounting standards
is not uniformity in the straightlaced or
one-way sense, but narrowing of the
differences to a reasonable degree so that
there may be consistent practices by all
contractors in the same or similar situ-
ations. This is what the American Insti-
tute of Certified Public Accountants is
attempting to do in the field of financial
reporting. We ean and should do no less
in the field of cost accounting for defense
contract administration.

I therefore strongly urge the House to
act favorably on this bill on cost-
accounting standards.

Mr, Chairman, I must forgo using
more time, because I have used 31 min-
utes, which is over half, and several
members of the committee who want to
talk are here, and I would like to hear
them and the Members should hear
them, because they will make great
speeches.

I hope this bill passes by a big vote. It
is necessary in the public interest.

The CHAIRMAN. The gentleman from
Texas consumed 32 minutes.

The gentleman from New Jersey is
recognized,

Mr. WIDNALL, Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, we came here today to
discuss H.R. 17880 and I have heard
practically no discussion of the bill to-
day. I listened with great interest to the
remarks of our distinguished chairman,
and I want the House to know that there
is nothing in this bill that has anything
to do with interest rates. I am afraid
Members might have been confused by
the remarks made by the chairman.

There is nothing in this bill which has
to do with interest rates.

Mr. Chairman, the minority will sup-
port title I of H.R. 17880 with minor
amendments, but we take exception to
title II.

Title I provides for a 2-year extension
of the Defense Production Act. To our
knowledge, no one questions the need
for this extension.

Title I also deals with the question of
cost accounting standards for defense
contractors. Considerable confusion ex-
ists about this and about the commit-
tee’s actions. Certain elements in the
press have, for self-serving reasons,
added to the confusion. Let me attempt
to put this matter in proper perspective.

First, I think it is apparent that all
of us in the Congress are concerned about
the size of our defense budgets. They
are necessarily large—so large in fact
that we must be constantly alert to the
possibilities of mismanagement, dishon-
esty, and waste. Any failure to devote
continuing attention to these possibilities
would be a dereliction of our duty.

It is in the very pursuit of this duty
that some outstanding cases of apparent
mismanagement and waste have been
discovered. It should be noted that we
have previously passed legislation either
establishing specific safeguards or au-
thorizing administrative procedures to
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be established and followed by our de-
fense agencies to correct these problems.
Unfortunately, evidence has continued
to accumulate, indicating that admin-
istration of these safeguards has been de-
ficient, and in 1968 we authorized a
study by the General Accounting
Office to determine if uniform cost ac-
counting standards for defense contrac-
tors were feasible, This was done because
it was suggested that if all defense con-
tractors were required to utilize uniform
cost accounting procedures, it would fa-
cilitate administration of previously au-
thorized safeguards. It is interesting to
note that both Admiral Rickover and
Dr. Robert Anthony, the former Comp-
troller of the Department of Defense,
testified to the effect that administra-
tive procedures could be made effective
without the benefit of these standards.
Nevertheless, we are moving ahead with
them.

In January of this year, the Comptrol-
ler General submitted to the Congress
his report on “The Feasibility of Apply-
ing Cost Accounting Standards to Nego-

tiated Defense Contracts.”

Let me make two points perfectly
clear. First, this report did not state
that it was feasible to establish uniform
cost accounting standards. It merely
stated that it was feasible to establish
“cost accounting standards to provide
a greater degree of uniformity and cost
accounting as a basis for negotiating and
administering procurement contracts.”—
Staats, June 19, 1970, before the Banking
and Currency Committee, page 169.

Second, and more important, to an
adequate understanding of the commit-
tee’s action is the fact that the report by
the Comptroller—Congress’ own ac-
counting branch—did not define, and
neither Comptroller General Staats, nor
Admiral Rickover, nor anyone else in
their testimony before us could define, or
give an example of, a cost accounting
standard. Early drafts of the report at-
tempted unsuccessfully to do this but it
proved so difficult, the effort was aban-
doned. It was abundantly clear to us
from testimony we received from both
proponents and opponents of uniform
cost accounting standards, that no one
could draw the line between a cost ac-
counting standard and a cost accounting
system. No one we know of has advocated
the imposition of any uniform cost ac-
counting system. Quite the contrary, the
Comptroller's report states:

On the other hand, to require consistent
uniform cost-accounting practices for all
contractors, whatever the circumstances in-
volved in contract performance, goes to such
an extreme as to be unreasonable and unen-
forceable,

Let me turn now to Admiral Rickover’s
recommendations as expressed in his
formal testimony before the Banking
and Currency Committee on June 20,
1970,

Early in his statement, he said:

The question before you today, therefore,
is not “‘should we establish such standards?"
but rather, “How shall we go about setting
the standards?”

The bill we are reporting to you,
answers that question. A Cost Account-
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ing Standards Board will be ssiablished
for the sole purpose of establishing those
standards and submitting them tc Con-
gress for consideration.

The admiral then proceeded to detail
his ideas and concluded as follows:

In summary, the three points I have dis-
cussed are:

1. The GAO should establish and promul-
gate uniform cost accounting standards.
(This bill provides for the GAO to establish
cost accounting standards, but because no
one could define what they would be, we
have withheld authority to promulgate them
until we can review them.)

2. Uniform cost accounting standards
should apply to all negotiated defense con-
tracts—certainly to those in excess of $100,-
000. (This bill provides no exemptions at all
and goes further than standards for cost ac-
counting by requiring the Board to consider
bid forms and bid procedures to be used in
defense contracting.)

3. Congress should require that uniform
cost accounting standards be promulgated
initially within 18 months. (This bill re-
quires the Board to report back to Congress
with recommended cost accounting stand-
ards by June 30, 1971—only 10 months from
now. All evidence suggests this is an unrea~-
sonably short time in which to accomplish
the task, but if it can be done, the standards
could be promulgated in eighteen months or
‘shortly thereafter.)

In summary then—I think it should
be clear to all that no responsible or well-
informed person could suggest that the
bill being reported is not highly respon-
sive to the recommendations of Admiral
Rickover.

Mr. Chairman, I seldom waste the time
of this body with responses to the at-
tacks of muckraking journalists. How-
ever, the column “Washington Merry-
Go-Round” of July 25 was an insidious
attack upon 23 Members from both par-
ties for their actions with respect to this
bill. Such journalism is a disservice to the
public for it makes no effort to enlighten
them on the issues involved. Its author
tries only through innuendo and clever
abstraction to imply wrongdoing. Let us
look at some facts.

First, the executive sessions of the
Banking and Currency Committee are
not secret proceedings as they are
labeled in this article. Rules of the
committee provide that record votes
taken in executive sessions may be dis-
closed to anyone who asks about them
after the session. I want my constituents
to know, and I am sure I speak for all
members of the committee, that anytime
they want to know how I voted on any
lsslrle in executive session, they need only
askK.

Second, the vote was no vote to, as
the column says, “continue $2 billion in
excess profits which the defense con-
tractors have been pocketing each year.”
This figure is insupportable. It was of-
fered by Admiral Rickover who himself
labeled it an estimate. Let me quote
his response to a question from the gen-
tleman from Mississippi (Mr. GRIFFIN) :

I will tell you how I arrived at this fig-
ure, sir. Whenever I have the time to take
on one of these contracting issues, I invari-
ably find contractors claiming 5 to 10 per-
cent or more higher than they actually are.
I believe that if people were able to de-
termine costs readily, in accordance with
proper standards, this would reduce prices
for defense equipment by at least 5 per-
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cent. On a total of $40 billion in procure-
ment, if you save only 5 percent, that will
amount to $2 billion.

With all due respect to the admiral,
this kind of guesswork is not adequate
for responsible legislation. If it were, we
might just as well lop $2 billion off the
next appropriations bill for the Depart-
ment of Defense with the admonition to
them to improve procurement procedures
and buy everything they wanted. But I
say to you that to do so might seriously
impair our national defense.

Mr. Chairman, I can safely say to all
Members that title I of this bill is good
legislation. It is responsive to the prob-
lem before us. It moves as construc-
tively toward the solution of that prob-
lem as is justified. It is offered to you by a
clear bipartisan majority of the commit-
tee. All Members can support it in good
conscience,

Title IT is something else.

Title II would provide the President
with a hollow authority to control wages,
prices, rents, and salaries, Now that the
President’s 18-month-long fight against
inflation shows definite signs of success
we propose to give him powers he neither
needs nor wants. It is like locking the
barn after the horse is gone.

Let me point out that on June 17, the
President, in a speech to the Nation on
economic policy and productivity, spoke
directly of the need for these authorities.
He pointed out that when he took office,
we were at the crossroads of economic
policy. Four routes were available and he
said of the third:

A third choice was the route of wage
and price controls. That would lead to ra-
tioning, black marketing, total Federal bu-
reaucratic domination, and it would never get
at the real causes of inflation.

He went on to say:

I will not take this Nation down the road
of wage and price controls, however political-
ly expedient they may seem.

Controls and ratloning may seem like an
easy way out, but they are really an easy
way into more trouble—to the explosion that
follows when you try to clamp a lid on a
rising head of steam without turning down
the fire under the pot.

The message is clear enough, I think.
Even if these controls had been au-
thorized 2 years ago, when the task of
controlling inflation was first under-
taken, this administration would not
have used them because spiraling wages
and prices were symptoms—not causes—
of inflation. Inflation can be controlled
through sound fiscal and monetary poli-
cies and with the cooperation of Con-
gress it will be.

The Council of Economic Advisers has
done some research on the costs of wage
and price controls during World War II
and the Korean conflict. The results of
this research will give you some idea of
the magnitude of the task involved in
administering price and wage controls.

For example, during World War II em-
ployment in the Office of Price Admin-
istration averaged about 60,000 people
who were assisted in turn by about 100,-
000 volunteers. At times this volunteer
force was as great as 300,000.

The cost of this operation ran on an
average of $160 million per year.
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During its existence the OPA prose-
cuted 280,000 violations.

The Economic Stabilization Agency
during the Korean war was a much more
limited operation but at the end of 1952
it employed approximately 16,000 peo-
ple. Expenditures were $91 million that
year and 8,500 cases were prosecuted.

The Council has attempted to trans-
late these operations into the current
situation and it looks like this.

A small operation such as we had dur-
ing the Korean conflict would probably
require 21,000 people at a cost of some
$400 million per year.

A full scale operation such as the OPA
of World War II is now estimated to re-
quire 130,000 people at a cost of $1 to
$115 billion per year.

Either operation presents staggering
problems both in terms of money and
staffing. Imagine trying to assemble a
minimum staff of 21,000 people to ad-
minister a program scheduled to expire
in 7 months.

It is obvious that title IT is unneeded,
unwanted, and unrealistic. I urge that it
be deleted from the bill and if Members
of Congress are convinced that such con-
trols are necessary, let us have a new bill
making them mandatory.

Mr. PATMAN. Mr. Chairman, I have
two short speakers; and I yield 5 minutes
at this time to the distinguished gentle-
man from Oklahoma, the majority lead-
er, the Honorable CARL ALBERT.

Mr. ALBERT. Mr. Chairman, I trust
that my friend was not referring to the
physical dimensions of those who are go-
ing to talk, but I do appreciate the time.

May I say I agree with the gentleman
from New Jersey that there is little, if
any, controversy about the extension of
title I. But I think we must discuss title
II in the atmosphere of the Nixon econ-
omy which plagues the country today.

Mr. Chairman, this Nation for the past
year and a half has unhappily experi-
enced the unenviable paradox of full
blown inflation coupled with a deepen-
ing economic recession. The cost of liv-
ing increased by more than 7.6 points
during 1969. Eggs, fruit and vegetables,
meat, poultry and fish—the “market
basket” foods that make up the meals
of Americans—averaged a 4.8-percent
increase last year. Medical care was T
percent higher; insurance and credit
costs rose 11.5 percent.

Skyrocketing inflation continues. The
cost of living figures released on July 22
indicated that prices rose in the first
half of this year at a 6-percent annual
rate. More striking even is the fact that
last month the wholesale price index ad-
vanced by .3 percent, an annual increase
of 6 percent to a record high. This will
soon be reflected in higher retail prices.

The President and his apologists have
endeavored to blame the disastrous re-
sults of his own inept economic policies
on the previous administration. How-
ever, the truth of the matter is that in-
flation has greatly increased during this
administration. Prices of many basic in-
dustry products rose an average of four
times as rapidly in 1969 as in 1968. For
example, steel mill products, used in
thousands of items bought by U.S. con-
sumers, increased in price 6.7 percent in
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1969. This is almost as much as the 7.1
percent increase in the previous 8
vears combined, and three times as fast
as the 2.2-percent increase in 1968. Basic
raw materials prices jumped 11 percent
in 1969, compared to a little over two
percent in 1968, according to the New
York Times. All of these increases boost
profits for the large corporations at the
expense of the consumer—the little man
who has to pay the highest prices.

Mr. Chairman, the inflation of the
past year has been accompanied by a
sharply deteriorating economy. Unem-
ployment is officially recorded at a mil-
lion higher than when the President
assumed office. The failure of the labor
foree to expand gives clear evidence that
many potential workers, having been dis-
couraged by the lack of job opportuni-
ties, have withdrawn from the work force.
This, in effect, constitutes hidden un-
employment. Millions of workers have
experienced a reduction in their pay-
checks, as a result of loss of overtime and
short workweeks.

Last year, for the first time in a
decade, the gross national product failed
to grow. Industry is operating substan-
tially below capacity. Consumer confi-
dence has experienced a sharp deteriora-
tion. Mr. Chairman, this Nation is now
in the grips of a serious recession.

Mr. Chairman, the guilty culprit is
undoubtedly the traditional monetary
and fiscal policies being employed by this
administration in its futile and mis-
guided efforts to combat inflation. The
ill-advised medicine of a choking tight
money policy has produced record high
interest rates. The administration’s fis-
cal objectives have been characterized
by all the social breadth of a bookkeeper
and the human compassion of an Ebe-
nezer Scrooge. All efforts by this Con-
gress to increase public investment in
housing, health, education, and antipol-
lution, are denounced from the White
House and stoutly resisted by its spokes-
men in the Congress as fiscal irresponsi-
bility. Vetoes and threats of vetoes of our
efforts to improve the quality of life in
this Nation are the order of the day.

Mr. Chairman, it is abundantly clear
that President Nixon and his economic
advisers are prescribing the wrong medi-
cine for the particular inflationary virus
now affecting the Nation. Classical re-
strictive fiscal and monetary policies
certainly have a proper role to play in
combating traditional “demand-pull”
inflation. Such demand-pull inflation is
invariably the result of shortages in
manpower and productive capacity. We
possess neither today. Unemployment
has risen during the past year and it is
conceded by the administration spokes-
men that it will increase further during
1970, We likewise possess an abundance
of unused industrial capacity.

The Committes on Banking and Cur-
rency, under the leadership of the gen-
tleman from Texas (Mr. PaTMAN), there-
fore is to be congratulated upon bring-
ing H.R. 17880 before the House today.
Its provisions granting the President
standby authority to control prices,
rent, wages and salaries will arm the
President with a necessary weapon to
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combat the “cost-push” inflation which
now besets us.

This inflation is caused by giant mo-
nopolies who offer their goods to the
American people at prices determined
not by the law of supply and demand
but by administrative fiat. These cor-
porations have tremendous internal fi-
nancial resources and enjoy private ad-
vantageous relationships with large
lenders which make them totally im-
mune to a restrictive monetary policy.

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

Mr. PATMAN. Mr. Chairman, I yield
1 additional minute to the gentleman
from Oklahoma.

Mr. ALBERT. Mr. Chairman, I thank
the gentleman for the additional time.

Mr. Chairman, taken together with
Public Law 91-151, enacted last year,
granting the President power to impose
selective controls over all forms of credit,
this bill would provide the President with
all the tools he needs to control this
“cost-push” inflation while at the same
time restoring healthy economic growth.
In this way we will not need to rely on
fiscal and monetary actions which places
an inordinate burden on those segments
of our economy and society least able to
bear them.

Mr. Chairman, the passage of this bill
is necessary. Its enactment is mandatory
if we are to halt or to give the President
the chance to halt the present inflation-
ary recession and get this Nation mov-
ing again,

Mr. WIDNALL. Mr. Chairman, I yield
5 minutes to the gentleman from Michi-
gan (Mr. GErALD R. FORD).

Mr. GERALD R. FORD. Mr. Chair-
man, after listening to the remarks of
my good friend, the majority leader, I
cannot help but feel that in effect he is
advocating the need and the necessity
for mandatory price and wage controls
right now. Such an amendment will be
offered so that those who want to cripple
the American economy by bureaucracy
can vote for it.

I am surprised that the majority party
has not taken that initiative, if they
think things are in such a dire condition
as he has indicated.

Of course, the truth is we are mak-
ing headway in the fight against infla-
tion. In the last quarter of the calendar
year 1970, the record shows that the
cost of living has gone up during that
period of time approximately 4.6 percent
per annum, in contrast to a far greater
increase in the cost of living in the first
quarter of calendar year 1970. In other
words the fires of inflation are cooling
off.

In addition, the gentleman from Okla-
homa failed to mention that the employ-
ment figures show that at the present
time we have approximately 1,500,000
more employed now than we had a year
ago at this time.

So we are not only making headway
against inflation, but at the same time
we are keeping employment growing.
I cannot help but repeat, as I do oceca-
sionally, when the charge of high un-
employment in 1970 is made by the
Democrats, that the 4.7 percent unem-

26801

ployment last reported in 1970 is con-
siderably less than the average annual
unemployment of 6.7 percent in 1961,
under a Democratic administration.
Democrats do not mention 1962 when
unemployment on an annual basis aver-
aged 5.5 percent—or 1963 when unem-
ployment averaged, for that 12-month
period, 5.7 percent.

So we are doing really. much better
than our friends did, during the first
3-year period of a Democratic adminis-
tration.

I do not recall any speeches about the
seriousness of unemployment in 1961
when it was 6.7 percent and in 1962 when
it was 5.5 percent and in 1963 when it was
5.7 percent.

We are doing better, and we are going
to make continued progress both in win-
ning the battle against inflation and in
providing more job opportunities for the
American working man and woman.

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

Mr. GERALD R. FORD. I yield to the
gentleman.

Mr. ALBERT. I hesitate to interrupt
my colleague, but I think his remarks
deserve a comment,

You will recall that the Eennedy ad-
ministration took over from an economic
recession in the Eisenhower administra-
tion, whereas the Nixon administration
took over from the period of 8 years of
continuous economic growth.

The simple fact of the matter is that
the increase in inflation under President
Nixon’s administration is proceeding at
a much faster rate than under the last
two Democratic administrations.

Under the current Republican admin-
istration, after just 18 months in office,
inflation, measured in cost of living, has
increased 18 points. The inflation rate
averaged over 6.1 percent in the first year
of this administration, which was 30 per-
cent greater than the worst inflationary
rate under the previous administration
and more than double the 2.5-percent
rate if all previous administration years
are averaged.

Mr. Chairman, the facts are obvious,
the record is easy to read. President
Nixon has given us more inflation, higher
interest rates, and tighter money in 18
months in office than we had in the pre-
vious 8 years when Democrats were in
the White House.

Mr. GERALD R. FORD. Let me re-
spond to the last observation.

From 1964 to January 1969, we had
the highest increase in the cost of living
during any 4- or 5-year period, than at
anytime in the history of the United
States—and that was under the previous
Democratic administration.

What we are trying to do at the pres-
ent time is to stop that increase in the
cost of living which was generated by,
I think, the ill-advised fiscal and mone-
tary policies of the previous Democratic
administration.

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

Mr. GERALD R. FORD. I yield to the
gentleman from Illinois.

Mr. MICHEL. The gentleman from
Texas is making a big point about inter-
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est on the national debt being at the rate
of $20 billion this year. As I recall, Presi-
dent Kennedy, when he was running for
election in 1960, decried the tremendous
interest burden of $9 billion. The eco-
nomic growth the majority leader talks
about also provided an increase from $9
billion in interest to $20 billion this
year, and I think we ought to take that
into account.

Mr. GERALD R. FORD. Mr. Chair-
man, I think it is recognized by any
objective analyst that it was the John-
son policies of the 1960’s which created
our present economic and fiscal situa-
tion, and the continued budget busting
in this Congress threatens further eco-
nomic problems ahead. The remarkable
but elementary economic truth which
my friends on the other side of the aisle
refuse to acknowledge is the timelags
which operate in a complicated economy
such as we have in this country. The
full impact of the massive deficits of
1967, $8.7 billion, and in 1968, $25.16
billion, did not come until 1969-70.
Then the full effects of the inflationary
pressures hit the consumer. It is these
deficit-inspired inflationary pressures
with which President Nixon had to
contend when he took office in Janu-
ary 1969.

The overheated economy fueled by
these Federal deficits required cooling
down if an effective damper was to be
placed on inflation. Unlike the previous
administration, the Nixon administra-
tion has had the courage to take meas-
ures designed to provide a transition
from an inflationary economy to one of
sustained and stable growth. Controlling
inflation, however, could not be accom-
plished without some slowdown in the
economy.

This moderate slowdown in the econ-
omy was necessary only because of the
consistently inflationary policies pur-
sued by Democrats while they controlled
both the Congress and the administra-
tion. The economic slowdown naturally
produced a revenue shortfall, which was
a major factor in the budget deficit in
fiscal year 1970.

The slowdown in the economy has now
bottomed out and as George Shultz,
Director of the Office of Management
and Budget, pointed out on Wednesday
the emphasis of the administration is
now on moderately expansive economic
policies.

It should also be noted that signs of
strengthening in the economy have been
overlooked in the comments of my Dem-
ocratic colleagues. For example, the Bu-
reau of Labor Statistics noted o July 29
that quits—an indicator of availability
of jobs—and new hires—which reflect
manpower adjustments to sroduction
changes—increased in June, and that
layoffs declined significantly.

A truly remarkable aspeet of the final
figures concerning the fiscal year 1970
budget outlays is that, despite the $1.1
billion Federal pay rise, increased in-
terest on the national debt, and other in-
creases in ‘“‘uncontrollables,” expendi-
tures were held $1.1 billion below the
budget estimates. This clearly demon-
strates the administration’s commitment
tc& eiconomy and responsibility in fiscal
affairs.
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Earlier the administration had demon-
strated its commitment to economic sta-
bility by sharply reducing the fiscal year
1970 budget which it inherited from
President Johnson by $7.5 billion.
Whereas in the 3 years before the Nixon
administration took office, Federal
spending rose an average of 15 percent
per year, the Nixon administration
slashed the rate of increase in half, to
7 percent. In fiscal year 1971, the pro-
posed budget would cut the rate of in-
crease in spending in half again.

One of the most shocking aspects of
Democratic remarks on Wednesday were
that they came on the heels of another
budget-busting action by the Demo-
cratic-controlled Chamber. Absent was
any concern about deficits, as Members
from the other side pushed through an
independent offices-HUD appropriation
which is $541 million over the President’s
budget.

To set the record straight as to why
administration officials and persons on
the Republican side have warned about
budget-busting actions of this session of
the Congress, I should like to read two
summary statements in staff report No. 8
of the Joint Committee on Reduction of
Federal Expenditures chaired by the able
gentleman from Texas:

Budget outlays for fiseal 1971: House ac-
tions to July 28, 1970 on all spending bills—
appropriations and legislative—have added
a net of $3,105,083,000 to the President's total
estimated outlays for 1971.

Budget receipts requested by the President
for fiscal 1971 requiring Congressional ac-
tions total $4,622,000,000, House actions to
July 28 on revenue proposals total $708,000,-
000 (including a net of 173,000,000 not re-
quested for fiscal 1971 by the President) leav-
ing a balance of $4,087,000,000 additional
revenue increases requ.lred to meet the
President's revised fiscal 1971 budget re-
quests.

If these trends of spending more and
taxing less continue, we run a real risk
of rekindling the inflationary pressures
all over again.

In conelusion, I should like to read a
table showing Democratic budget defi-
cits in the 1960’s which total $57 billion,
to be placed in the Recorp following my
remarks:

Government deficits
[In billions]
. 408
.137
. 751
. 922
. 5986
. 796
. 702
. 161

Mr. PATMAN. Mr. Chairman, I yield
5 minutes to the distinguished gentle-
woman from Missouri (Mrs. SULLIVAN) .

Mrs. SULLIVAN. Mr. Chairman, the
first thing I want to say is that the dis-
tinguished minority leader used some in-
correct facts concerning the Kennedy
and Johnson administrations. They will
be corrected by our side of the aisle
shortly, but I do not want to do it on my
time.

Mr. Chairman, the legislation now be-
fore the House is one of the most impor-
tant measures we are required to con-
sider. It extends for 2 years the life of
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the Defense Production Act of 1950,
which contains the basic authority to the
President to take necessary steps during
national emergencies for the production
of essential military and civillan mate-
rials, and to monitor the needs of the
economy in meeting unexpected future
defense requirements.

So it is by no means a routine bill. The
programs this bill would continue in op-
eration, or on standby, are as funda-
mental to our national safety and well-
being as our Military Establishment it-
self. The military program is dependent
upon the availability of minerals, metals,
power, and other production require-
ments that the Defense Production Act
can assure are on hand when needed.

Very few Americans are aware of the
existence of this law or the programs
which funection under it, because it does
not touch very heavily on day-to-day ac-
tivities of the average citizen. But in case
of dire national emergency, we would all
suddenly become aware of this law’s ex-
istence and of its importance. Hence, it
is a foregone conclusion that H.R. 17880
will pass the House. The question before
us today is whether we merely extend
the present law without change, or add
to it several extremely important new
provisions recommended by the House
Committee on Banking and Currency.

One of those deals with the establish-
ment of a five-member Cost Accounting
Board to recommend methods of achiev-
ing, for the first time, uniformity in the
accounting practices used by defense
contractors, in order to enable the Con-
gress and the American people—and the
Defense Department, too, I might add—
to know what procurement items really
cost. For the fact is that business uses so
many different methods for figuring unit
costs, and profit and loss, that no one—
no one—truly knows whether the Gov-
ernment is getting materiel at a fair price
or is being gouged and cheated. This is
an intolerable situation, and one which
has been repeatedly called to our atten-
tion by Government officials who believe
the taxpayer is entitled to receive fair re-
turn for his tax dollar. No one has been
more eloguent, or more straightforward,
in exposing this problem than Vice Adm.
Hyman G. Rickover, who has been one
of our best witnesses on this issue.

NEED FOR UNIFORMITY IN THE ACCOUNTING
PRACTICES

Mr. Chairman, of all the groups ap-
pearing at the hearings on cost-account-
ing standards, only a few industry asso-
ciations expressed opposition to the idea.
I direct my remarks to that opposition.

In evaluating any testimony, one
should consider some important differ-
ences. First, one should consider whether
the testimony is based on evidence or
whether it reflects nothing more than
unsupported opinion. Second, of the tes-
timony that reflects opinion only, one
should consider whether or not it is
knowledgeable.

Testimony by the Comptroller General
is based upeon a research study which,
through a questionnaire, went directly to
industry representatives who are inti-
mately engaged with accounting matters
in their daily work. Responses were re-
ceived from over 1,000 contracting units
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or companies representing large and
small contractors and a reasonable
sampling of other nondefense companies.
In many cases, the questionnaires indi-
cated that they had not only been pre-
pared by experienced company account-
ants but had also been reviewed by execu-
tives much concerned with the implica-
tions of possible cost-accounting stand-
ards.

The returned questionnaires were re-
ceived and summarized by an independ-
ent research team. There was no way in
which pressure could be brought to bear,
either directly or indirectly, upon the re-
cipients of the questionnaires. The
anonymity of respondents, insofar as the
GAO is concerned, is secure; only the re-
search team knows which contracting
units and companies replied or how they
answered the questions.

If you read the research team's report,
which was appended to the GAO feasi-
bility report, you will find there is em-
phasis on a balanced presentation, one
which gives not only the categorical an-
swers to the questions asked but also
lengthy and verbatim excerpts from the
narrative answers.

The conclusions in that report of the
research staff are clear. They found the
questionnaire answers responsive to the
purposes of the feasibility study: they
found that the large number of contract-
ing units and companies responding did
not reject out of hand the notion of
cost-accounting standards but, on the
contrary, showed substantial sympathy,
directly and indirectly, for the establish-
ment of such standards. Overall, this
research staff, based on the firm evi-
dence provided by the questionnaire,
which was answered anonymously by
practicing industrial accountants, found
the establishment of cost-accounting
standards to be feasible, T believe great
reliance can be placed on such evidence.

I fail to observe such objectivity and
balance in the opinions of the industry
associations who criticized the GAO posi-
tion at the hearings. Much of their testi-
mony constitutes, not evidence, but un-
supported opinion. How many of those
testifying had experience in cost account-
ing? How many made any effort at all
to get in direct contact with experienced,
practicing cost accountants? How many
of them solieited information on a wide
scale with anything like the care and in-
dependence of the GAO study? I do not
think many did.

I contend that the approach followed
by the GAO, that of going directly to
those most experienced with the subject,
provides a far better basis for conclusions
about the feasibility and the need for
cost-accounting standards. In my opin-
ion, legislation on cost-accounting stand-
ards is both needed and essential and
should be approved today.

STANDBEY ECONOMIC CONTROLS

The other major change which would
be made in the Defense Production Act
by HR. 17880 as reported by the Com-
mittee on Banking and Currency would
write into the law standby powers—T re-
peat, they are discretionary, standby
powers—to the President to stabilize, for
a very limifed period, extending only to
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next February 28, any prices, wages,
rents, or salaries at a level no lower than
those prevailing on May 25, 1970. This
is the most controversial provision of the
bill. It was approved in committee on
a party line vote, but I sincerely hope
that it can be considered here today, as
it was in our hearings, on its merits and
without regard to politics. Perhaps that
is too much to hope.

We would not be freezing any price or
any wage or any salary or any rent by
enactment of title IT of H.R. 17880. It is
extremely likely that if the authority
provided to the President in title II is
enacted, it would not be used between
now and next February 28. This has been
offered as a reason for not passing title
II. T do not think it is a valid reason.

The question we should be concerned
about today is not whether Democrats or
Republicans would profit or lose polit-
ically in the coming November elections
from adoption of title II of this bill, but
whether prudence and good sense and
patriotism and a decent respect for the
economic safety and well-being of this
Nation require the placement in the
hands of the President of all of the peo-
ple of this country the powers a Presi-
dent of the United States deserves to
have in order to protect this country
from uncontrolled inflation.

VAST POWERS ALREADY GIVEN PRESIDENT IN

CREDIT AREA

This Democratic Congress has al-
ready provided our Republican President
with the greatest powers any President
has ever had in our entire history to con-
trol any and all forms of credit. We did
that last December. We did it over the
President’s objections. He said he did not
want the power. He said he would not use
it. Nevertheless, he has it. And the
Chairman of the Federal Reserve Board,
Dr. Arthur Burns, who was President
Nixon's closest adviser on economic is-
sues at the time that law was reluctantly
signed by the President, has told us since
he became Federal Reserve Chairman
that he is extremely glad that such credit
control authority now exists under law.
I think the President should have used
his selective credit control powers selec-
tively and judiciously at various times
since last December 23 to curb the exces-
sive uses of credit which have raised in-
terest rates to unconscionably and un-
bearably high levels. But it has been the
President’s decision not to use those
powers, and h® has the right to make
that decision under the law we passed.

Similarly, under title IT of this bill, he
could use or not use—as he deemed the
circumstances demanded—the other
standby . selective economic stabilization
powers proposed in this legislation. The
administration seems to believe the in-
flation danger has been overcome. Most
of us do not agree. The wholesale price
index reported yesterday shows con-
tinued heavy inflationary pressures at
work. Some commodities are acting with
great volatility. Wage contracts coming
up for renewal in many major industries
certainly do not give reason to expect
any reduction in wage levels. If anyone
in this House feels competent and quali-
fied to predict the course of the infla-
tionary pressures in the next 7 months,
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he has a crystal ball most of the rest of
us know we do not possess. :

DO WE DISTRUST THE PRESIDENT TO USE

PATRIOTIC GOOD SENSE?

Mr. Chairman, I do have deep respect
for the office of the President, and I am
willing to trust the President of all of the
people to take courageous steps in the
national interest when our national sur-
vival or economic safety depends upon
it. We give to our President alone the
power to use nuclear weapons; only the
President has that power. What greater
and more solemn responsibility could any
man have, involving the life of every
man, woman and child on this earth?

I am also willing to trust the same
individual to have the power—when nec-
essary—to roll back the price of essential
civilian and military supplies to the far
from depressed levels of May 25, 1970, if
the national needs of this country so re-
quire—if that is necessary to stop an
inflation spiral, or prevent the collapse
of the dollar. No President has had equiv-
alent power since June 30, 1953. As a
Democrat, but more importantly as an
American who loves her country, I am
willing to give that power now to a Re-
publican President.

This is not a new political judgment
on my part. I have not been newly per-
suaded as part of some sort of political
conspiracy—or, to use the colorful im-
agery of the minority report on H.R.
17880, an “election year squeeze play” or
“devious Democratic demagogery”—that
it would be a good “political gimmick” to
saddle a reluctant Republican President
with more economic power than he in-
tends to use in order to berate him at
election time for not having rolled back
prices.

SUPPORT FOR SENATOR CAPEHART'S ATTEMPT TO
SAVE STANDBY CONTROLS IN 1953

Mr. Chairman, I was one of a very few
new Democratic Members of the House
of Representatives to come to Congress
in the same month that General Dwight
D. Eisenhower took office as President of
the United States in January 1953. We
were then involved in the Korean war,
and we had controls in effect over prices,
wages, salaries, and rents. These controls
had been among a series of programs in-
stituted in the Truman administration
to halt the tremendous inflationary surge
which had begun with the start of the
Korean war in June 1950, modified a bit
after the successful Inchon landing led
by General MacArthur, in September,
and then expanded into a frightening
spiral when the Communist Chinese
poured across the border into North Ko-
rea, and our troops were forced far down
into South Korea.

The Defense Production Act was en-
acted in September 1950, but the con-
trols were not put into effect unti! late
in January 1951. Once they were imposed,
the inflation was stopped, and prices fell.
The controls played a very important
part. They served notice that the Govern-
ment was not willing to stand aside and
let prices, wages, salaries, and rents sky-
rocket in response to individual decisions
of millions of Americans looking out
primarily for themselves alone.

President Eisenhower chose to termi-
nate most of these controls during his
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nrst month in office. He just ordered
them stopped., He then opposed legisla-
tion to extend the power for price, wage
and salary controls beyond June 30, 1953,
I thought that was a terrible mistake—
not in terms of a 1953 crisis, but in
terms of the country’s future prepared-
ness against renewed inflation danger.
The Republican chairman of the Senate
Banking and Currency Committee, Sena-
tor Capehart of Indiana, who had been
strongly opposed to the principle of con-
trols when in the minority, attempted to
keep in the Defense Production Act the
power for standby economic controls
after June 30, 1953. But President Eisen-
hower gave him no encouragement on
this legislative objective, and, in fact,
opposed it. As a freshman Member of
the House, I supported the Capehart pro-
posal for standby controls. But in the ab-
sence of administration support, Sena-
tor Capehart finally surrendered on the
issue.

Ever since then, I have felt that we
should have standby economic powers in
our basic defense mobilization statute—
the Defense Produetion Act. But this is
the first time we have succeeded, in;all
of the years since 1953, in having stand-
by powers other than credit controls ap-
proved in committee and recommended
to the House as part of the Defense Pro-
duction Act. I am sorry the effort now
is related directly to the fact that we are
in an inflationary crisis. I think it would
have been far better to have enacted
these powers during a period of relative
stability in the economy. But we have
guarded in this bill against the possibility
of having the bill itself set off further in-
flationary demands by setting a rollback
date to last May—so that anyone who
planned to increase prices in expectation
of a price freeze would be on notice that
a price increase in anticipation of con-
trols could be set aside under this legisla-
tion.

PEOPLE ARE EMBITTERED BY CONTINUED
INFLATION

Mr. Chairman, the Members of. this
House all know how angry, how bitter,
how frustrated, their constituents are
today over the constantly increasing cost
of living. Wage agreements now coming
up for renewal must, of necessity, call for
substantial increases in hourly rates just
in order for the workers to stay even
with living cost increases. If we stand
helplessly by, and provide no machinery
for coping with inflation, we invite much
worse inflation.

Passage of title II of this bill, providing
discretionary powers over prices, wages,
salaries and rents, when added to exist-
ing credit control powers, would serve
notice that this Nation has the full ability
to protect its people against worse infla-
tion. We will have done all that is within
our own power to do as Members of
Congress to combat a price and wage
spiral, just as we did all in our power as
Members of Congress last December to
combat interest rate inflation. We can
give the President the necessary tools.
Whether they are used must be his de-
cision. He is fully capable of defending
himself against political attack for what-
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ever decision he chooses to make in this
regard, But if we refuse to provide him
the standby powers a President should
have in reserve against national eco-
nomic disaster, what defense can we give
for our inaction?

Last December, when we passed the
standby credit control legislation, many
Members raised the same objections
which are now being raised to title II of
this bill. Events since then have shown
that the Republic did not tumble, the
President did not panic, and the decision
we made has been fully endorsed by out-
standing conservative as well as liberal
economists.

Interestingly = enough, some of the
Members who voted against giving the
President the eredit control powers last
December are now calling upon the Pres-
ident to use those powers to reduce high
interest rates. I, too, believe - he should
use them. But the question we decided
in December on credit controis, and
which we must decide now on other
types of direct economic controls, is
merely whether to have the powers in
existence, not-when they should be used.
‘We will be out.of session during much of
the time between now and next Feb-
ruary 28. It would not'be a simple matter
to pass the necessary authority if' sud-
denly needed late this year. Let us do it
now, and hope it does not have to be
used at all.

Mr. WIDNALL. Mr. Chairman, I yield
5 minutes to the gentlewoman from New
Jersey (Mrs. DWYER).

Mrs. DWYER. Mr. Chairman, one of
the most significant features of the pend-
ing bill, the extension of the Defense
Production Act, provides a method for
establishing uniform ecost-accounting
standards for defense contractors. This
is.also, I believe, a rather misunderstood
feature of the bill,

As one member of the Committee on
Banking and Currency, I want to make
it absolutely clear that I favor uniform
cost accounting standards in the defense
contracting field, and I have supported
this objective for several years. It has
become painfully evident in recent years
that the absence of uniformity and con-
sistency in the cost accounting practices
of defense contractors has made it all
but impossible to determine accurately
whether the costs claimed by contractors
are fully justified. This difficulty has con-
tributed to the huge.cost overruns re-
ported by a number of defense manufac-
turers in connection with Government
procurement of various weapons systems.
I wholeheartedly agree with Admiral
Rickover, for whom I have the greatest
respect, that Congress must act to tight-
en up the accounting loopholes through
which so muech of our limited Federal
resources seem to be slipping. I am also
convinced that the bill, as reported by
our committee, can result in the estab-
lishment of effective uniformity in such
cost accounting standards.

Some eritics, Mr. Chairman, have con-
trasted unfavorably the cost accounting
standards provisions in our committee
bill with the similar provisions in the
bill recently approved by the other body.

* While one can argue that one method
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of establishing uniform cost-accounting
standards may be superior to another
method, I believe that in our present
case the net effect of the two versions
would be pretty much the same. The two
provisions differ only in degree, not in
purpose.

Both the Senate-passed bill and our
committee bill would establish a five-
member cost accounting standards board
which would develop cost accounting
standards designed to achieve the neces-
sary uniformity in the cost accounting
practices of defense contractors. The
principal difference between the two bills
relates to the manner in which Congress
would review these standards prior to
their promulgation. Under the Senate
bill, the standards recommended by the
board would become effective if after 60
days Congress failed to pass a resolution
rejecting the proposed standards. In the
committee bill, the standards recom-
mended by the board would be submitted
to Congress and implemented by specific
legislation.

In my personal judement, the pro-
cedure to be followed under the commit-
tee bill would be preferable. The com-
mittee bill, for example, requires the
board to recommend its standards no
later than June 30, 1971, whereas the
Senate bill has no such deadline for
board action. Second, the committee bill
would permit Congress to exercise its own
judgment on the individual standards
recommended by the board, whereas the
Senate bill would limit Congress to a
choice of either accepting the standards
completely or rejecting them in their
entirety.

In view of the acknowledged difficulty
in devising standards applicable to all
defense-oriented industries, I believe
Congress should reserve for itself the
right to judge the final product in all its
detail, especially since the standards will
have the full power and effect of law.
Otherwise, Congress would be abdicating
a substantial part of its lawmaking au-
thority to an independent, nonelected
board.

In taking this position, Mr. Chairman,
I am acting on the assumption that the
committee bill and the Senate-passed
bill indicated that the Congress is at last
ready to act effectively to assure the
efficiency of defense procurement prac-
tices. I do not believe we can afford any
unnecessary delay in establishing the
proposed cost accounting standards
board or in acting upon their recommen-
dations when the board has completed
its work. In view of the substantial effort
which has already been made in deter-
mining the feasibility of applying uni-
form cost accounting standards to de-
fense contracts—and I refer to the re-
port of the Comptroller General on this
subject which was authorized by the 1968
extension of the Defense Production
Act—the period of time provided in the
committee bill for the board to formulate
its recommendations would appear toc be
adequate,

As the committee’s report points out,
more-than 86 percent of total defense
procurement in the fiscal year 1969, $36
billion, were spent on negotiated defense
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contracts. Since competitive pricing
conditions do not govern when contracts
are negotiated, the usual pricing re-
straints of the competitive marketplace
are not fully operative, In such a situa-
tion variations in cost accounting prac-
tices lead to differences in prices and
costs which can be substantial and in-
equitable. Clearly, Congress and the
Federal Government have an obligation
in this period of high defense spending
to minimize as much as possil.le such
inequities and the substantial losses to
which they can lead.

Mr. PATMAN, Mr. Chairman, I yield
5 minutes to the distinguished gentle-
man from Wisconsin (Mr. Reuss).

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

Mr. REUSS. I yield to the gentleman
from North Carolina.

Mr. TAYLOR. I thank the gentleman.

Mr. Chairman, 6 weeks ago I sent a
questionnaire to all boxholders in the
11th . Congressional District of North
Carolina. I received 15,000 replies.

The first question was:

Do you favor the Administration’s policy
of tight money and high interest rates to
fight Inflation?

The reply: 41.7 percent said “yes” and
58.1 percent said “no.”
The second question was:

Do you favor Government control of
prices, wages and credits to stop inflation?

The reply: 57.2 percent said “yes” and
42.8 percent said “no.”

The point is that the majority of those
answering saw a need for legislation of
this kind.

Mr. REUSS. I thank the gentleman
from North Carolina. The findings of his

constituents, which he has just presented

for the Recorp, I might say, are in com-
plete accord with the view expressed in
congressional district after congressional
district, that the great majority of our
people are sick and tired of inflation and
that they are willing to accept price-
wage ‘controls in order to stop it in iis
tracks.

Indeed, in the congressional district
represented by the distinguished gentle-
man from Pennsylvania (Mr. JOHNSON)
he reported that some 69 percent of his
constituents favor wage-price controls.

Inflation is not getting better; it is
getting worse.

Inflation continues its inexorable way
upward. This week the Labor Depart-
ment reported that for July the whole-
sale price index rose five-tenths of 1
percent, to an index number of 117.6
over the 1957-59 average of 100, a 3.8-
percent increase over a year ago. This
contrasts with a wholesale price index
of virtually no increases in March and
April, and an advance for May and June
of only two-tenths of 1 percent per
month. On a seasonally adjusted basis,
the index rose three-tenths of 1 percent,
contrasted with an increase of only one-
third of that, one-tenth of 1 percent for
June.

The increase is worst in farm products,
tires and tubes, machinery and equip-
ment.
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Meanwhile, the Consumer Price Index
has been rising at an annual rate of over
5 percent.

Not only are the administration's anti-
inflationary policies not working, they
have produced an alarming increase in
unemployment to more than 5 percent of
the work force, a stagnation which means
that we will lose around $50 billion of
goods and services this year which never
will be produced, a sharp selloff in the
stock market, and a liquidity squeeze.

The lesson from history, particularly
in the late 1950’s, is that economic
policies which rely execlusively on fiscal
and monetary measures, such as the
administration's, lead to unjustified price
increases in the concentrated industries
long after general demand has slacked
off. In steel, in automobiles, in tires and
tubes, in machinery, in aluminum, in oil
and chemicals, and in many other indus-
tries where prices are frequently set by
a few producers rather than by the atom-
ized action of many, prices and wages
can be counted upon to continue to rise.
This is so because the concentrated firms,
apprehensive of lessened profits, are able
to increase their prices in an effort te
maintain profits. The recent testimony
beiore the Joint Economic Committee of
Dr. John Blair makes this clear. I shall
insert his testimony following my re-
marks.

The President has recently set up a
Productivity Commission. It contains
representatives of the Government, of
labor, and management, Its avowed aim
is to attempt to work out noninfiationary
price-wage policies.

The position of labor in such nego-
tiations is clear and understandable.
Labor cannot fairly be asked to accept
wage restraints at a time when prices,
salaries, rents, and everything else go
uncontrolled.

Title II of the bill before us gives the
President the power to put a temporary
freeze on wages, prices, salaries, and
rents. The language is identical with that
used in legislation in both World War II
and the Korean conflict in order fo en-
able the President to deal with inflation.
Under title II, the President would have
the power, through next February, to im-
pose ceilings, either general or selective,
on any of these components to eliminate
unjustified increases which may have
been put into effect affer the bill's in-
troduction on May 2, 1970. Such ceilings
may be fixed at levels no lower than
those prevailing on May 28.

It is envisaged that the President, if
he elects to use the power which title II
would give him, would impose a freeze
for not more than 2 or 3 months—the
time required to work cut with labor and
management a noninflationary incomes
policy to hold the line over the next dif-
ficult year or two.

Such a short-term temporary freeze
would require no large bureaucracy.
Since commodities are not in short sup-
ply, it would not require the rationing
apparatus which proved so oppressive in
earlier periods. By promoting stability,
and by the power to use a ceiling date as
early as May 28, the administration
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would be in a position to protect the good
citizen who has maintained reasonable
stability in recent weeks, as against the
profiteer who has attempted to get an
advantage for himself.

Congress cannot itself legislate a price
ceiling. Only the executive branch can
decide cn the timing, possible exceptions,
equity provisions, and removal of the
ceilings.

The Congress, by its willingness to
give the President these powers, assumes
an equal share of the responsibility.

The need for title II was dramatized
at our hearings by testimony in its favor
by Kenneth Galbraith, who was in
charge of price control during World
War II; by Gov. Michael DiSalle, who
handled the problem during the Korean
period; and by former Under Secretary
of the Treasury, Robert Roosa. The
AFL-CIO testified in its favor, on the
understandable ground that across-the-
board burden sharing is the only fair
way to fight inflation. .

Last December, this Congress gave the
President another necessary tool of in-
flation control—the power to impose
selective controls on credit, so that our
scarce credit resources would not be
squandered on unnecessary plant and
equipment, inventory accumulation, con-
glomerate takeover financing, and for-
eign investment adventures, and could
instead be channeled to where it is
needed—places like housing, State, and
local government, and small business.
The President has declined to use the
authority thus given him. Had he done
so, much of the present liquidity squeeze
could have been aveided.

Title II seeks to give the President
power to deal with wage-price, cost-push
inflation, just as last December’s credit
control legislation sought to give him
power to combat credit inflation.

It is up to Congress to give the Presi-
dent the tools he needs to combat infla-
tion. Title II is a way to do this. Its use
can bring infiation under control, with-
out increasing unemployment and caus-
ing the economy to stagnate.

Dr. Blair's statement follows:
STATEMENT BY DR. JOHN M. BLAIR, HEARINGS

OF THE JoINT EcoNomIC COMMITTEE, JULY

14, 1970

Mr. Chairman and Members of the Com-
mittee, the proposition to be examined here
is that the price structure is composed of
two different types of prices: one consisting
of prices which change frequently, react to
an economic downturn by declining and are
generally responsive to changes in supply and
demand; the other conslsting of prices which
change only infrequently, react to a down-
turn by either remaining relatively stable or
actually increasing, and in short are not re-
sponsive to changes in supply and demand;
and further that the former type of behavior
is characteristic of unconcentrated products
while concentrated Industries tend to dis-
play the latter type of behavior. Obviously,
to the extent that this proposition is valid,
measures designed to reduce overall demand,
whether monetary (reductions in the money
supply, increase in interest rates) or fiscal
(Increase in taxes, reductions in government
ex‘pandltures). can be expect-ed to result in
price reductions in the unconcentrated, flex-
ible-price areas but not in the concentrated
inflexible-price fields.
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The proposition can be examined by
analyzing the price movements of broad
groups of commodities and of individual
products. Particularly important are differ-
ences in price behavior during economic
recessions, of which there have been three
since World War II—the recessions of 1948-
49, of 1953-54 and of 1956-58. The first part
of this presentation will examine the move-
ments of groups of commodities, differen-
tlated according to their frequency of price
change, over the period, 1947-58, which en-
compasses each of these recessions. The sec-
ond part consists of an analysis, covering the
same period, of pairs of products which are
subject to much the same changes in demand
but differ markedly in terms of both the
level of concentration and the frequency of
price change. In the third part an effort will
be made to ascertaln whether the differences
in price behavior, as revealed in the earlier
recessions, are repeating themselves in the
current year.

THE B.L.S. “QUINTILE" STUDY

Information on the price trends of product
groups, classified according to their frequency
of price change, is available in a special re-
port prepared by the Bureau of Labor Sta-
tistics.! In the study each of 1,789 products
in the Wholesale Price Index was classified
according to the frequency of the products’
price changes during the 3-year perlod, 1954—
56; these represented all of the 1,800 prod-
ucts in the Index with the exception of cer-
tain items whose prices are secured on & con-
fidential basis, certain seasonal products, and
a few items for which the price series ab-
talned by the Bureau of Labor Statistics was
not suitable for the purpose of the study. The
distribution of the products into five cate-
gorles or “quintiles,” according to the fre-
quency of change, was as follows:

Number of
price changes

Number of

Flexibility group (quintile) products

Since the Bureau of Labor Statistics com-
putes its price series on a monthly basis, the
greatest possible frequency of change was 36;
an example is natural rubber, which during
the 3-year interval had 36 changes, of which
14 were decreases and 22 were increases. At
the other extreme were products which had
no price changes at all during this period, of
which synthetic rubber is an example. As
compared to the periods used in similar
studies, which embraced both sharp down-
swings and upturns, the 3-year period used
in the Bureau of Labor Statistics study for
classifying the products was one of relative
stability in the economy as a whole and in
the price structure. Hence, it s not surpris-
ing that most of the products have a rela-
tively low frequency of change. Only one of
the five classes, or quintiles, can properly be
rated as “flexible” in the usual and tradi-
tional sense of the term. This is quintile 5,
which consists of products having 15 or more
price changes in the 3-year period. In order
to determine whether price trends of flexible
products have been different from inflexible
price products the movement of quintile 5
can be compared with the movements of
quintiles 1 and 2, the former having 0 to 2
changes and the latter, 2 to 4. By virtually
any standard the products in these two quin-
tiles can be regarded as highly inflexible.

Chart 1 shows the trend from 1947 to 1958
for each of these five groupings of the 1,789
commodities. The period encompasses three
economic downturns, those of 1948-49, 1953
54, and 1956-58. During the first the Federal

Footnotes at end of article.
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Reserve Board’s index of industrial produc-
tion for manufacturing dropped by about 6
percent; during the latter two fell by 7 per-
cent.? Under virtually any definition &all three
would thus qualify as “‘recessions’.

During the first two downswings a com-
parison of the behavior of the least flexible
groups with that of the most flexible is a
study in contrasts. During 1948-40 stability
in gquintiles 1 and 2 contrasted with a pro-
nounced decline in quintile 5. In 1953-54¢ the
flexible group again recorded a noticeable
decrease, but this time the two inflexible
groups actually moved upward, repeating
this anomolous behavior in 1956-58. Although
these upward movements were of limited
magnitude, any increase in price during a
recesslon is significant. During the last down-
swing the most flexible group also moved
upward, a form of behavior which was in
sharp contrast to its movement during the
two preceding recessions. The explanation is
to be found in the composition of quintile 5,
itself. Nearly two-thirds of the weight of this
grouping was made up of farm products
(35.6% ) and processed foods (28.8%: ). Apart
from marginal operators the farmers who
have come to account for the bulk of agri-
cultural production closely resemble in their
operations small manufacturers in a typically
competitive industry. Both are essentially
fabricators; the small manufacturer buys
raw materials and semi-finished preducts;
the farmer buys fertilizer, fuel, seeds, insecti-
cides, and other supplies. The manufacturer
uses tools and machinery of one type or an-
other to fabricate the materials into finished
products; the tools of the farmer are agri-
cultural machinery which requires a substan-
tial capital Investment. Both employ hired
labor forces and for their outside financial
requirements both operate largely on the
basis of borrowing from commercial banks.
But perhaps the most important similarity
is that no single enterpriser, or even small
groups of producers, in either farming or the
typical competitive industry has a sufficlently
large share of thelr product's total output to
be able to significantly affect the price.

For a short-term perlod, there is, however,
one important difference; the output of
the farmer (and thus his price) is more di-
rectly and severely affected by influences over
which he has no control. Of these the most
important is the weather which was one of
the factors responsible for an increase in
farm prices In 1958. According to the De-
partment of Agriculture, “freeze damage
brought smaller supplies and higher prices
for vegetbales in the first half of the year
and for citrus fruits.” * It was also a year of
reduced supplies of both hogs and cattle:
“Prices of hogs and cattle are substantially
higher this year (1958) than last, reflecting
reduced marketings of meat animals.” ¢+ Fin-
ally, the 1958 downswing had little effect on
the demand for food: “Consumer incomes
were well maintained, and sales at retail food
stores in the first nine months of the year
averaged 6 percent above the same period of
1957." 5

Another apparent anomaly is the relatively
limited magnitude of the increase, both over
the entire period and its three stages, by the
least flexible group. Again the explanation 1s
to be found in its composition. Nearly half
of the weight of quintile 1 was made up
of two commodity groups—textile products
and apparel (16.6% ) and chemicals and al-
lied products (22.7% ). Many apparel items
are sold on a “price-lined” basis, with com-
petitive rivalry taking the form of changes
in quality rather than price. Although re-
cently improved the price indexes for chemi-
cals have for years been regarded as the
weakest series In the B.L.8. wholesale price
index. Because of their conspicuous failure
to reflect changes shown by “realized” prices,
the chemical series have simply been ex-
cluded from studies of price flexibility based
on the B.L.S. indexes. At the same time It
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appears that at least some segments of the
chemical industry have been experiencing an
intensification of price competition, which of
course would act as a restraint upon price
increases.

An interesting comparison is provided by
a contrast of quintile 2 with quintlle 4.
Although not at the extremes, the difference
in flexibility was significant; products in the
former experlenced only 3 to 4 changes dur-
ing 1954-56 while those In the latter group
had from 8 to 14, What makes this com-
parison significant is not only its avoldance
of the unusual problems inherent In the
farm and food products of quintile 5 and
the apparel and chemical products of quin-
tile 1 but the similarity in their composition.
Of the total weight of all products in guin-
tile 2 41.8 percent is made up of the two
commodity groups: metals and metal prod-
ucts and machinery and motive produets; in
quintile 4 the proportion represented by
these two groups is 43.8 percent. In both,
the remainder was widely dispersed among
other commodity groups.

As can be seen from Chart 1 [chart not
printed in Recorp], the relative stability of
both quintiles 2 and 4 in 1948-49 had by
1953-54 given way to a divergence in be-
havior, A clearly discernible decline in the
more flexible group was accompanied by a
definite upward movement in the less flexible
class, Again, during the 1956-58 downturn
quintile 2 moved steadily upward, while quin-
tile 4, after rising in 1957 fell back in the
following year.

As is invariably the case, the brunt of each
of the three downswings fell on the durable
goods sector. The output of durable goods
fell 10% in 1948-49, 11¢; in 1953-54, and
14% in 1956-58. Because of the greater re-
duction in demand the trend of the different
quintiles within durable goods is of greater
significance than their behavior in terms of
all commodities.

The behavior of the most flexible group
in durable goods is consistent. In each of
the three downswings quintile 6 registered
a noticeable decline. In contrast, the adjust-
ment of the two inflexible groups took the
form of a slight upward movement, which
was particularly noticeable in the case of
guintile 2. Thus, within the sector of the
economy most severely affected by a recession
the price behavior of the most flexible prod-
uct grouping, in terms of frequency of
change, accorded perfectly with the expecta-
tions of classical theory. But the behavior of
the least flexible groups was Inexplicable
under either classical theory or more recent
theories of monopolistic competition since
under the latter the expectation would be,
not that oligopolists would raise prices, but
that they would merely abstain from cutting
them.

It is recognized that the B.L.S. study con-
talns no data on concentration and therefore
cannot be cited as evidence of a relationship
between ‘concentration and any particular
type of price behavior. Nonetheless, the
showings of limited amplitude of change dur-
ing downswings on the part of products with
low frequency of change is in accord with
accepted theories of monopolistic competi-
tion, which suggest that during periods of
falling demand oligopolistic prices will tend
to be rigid in terms of both frequency and
amplitude. The reluctance of each oligopolist
to make a price reduction because of his ex-
pectation that it would immediately be
matched would imply that in such industries
prices would be changed only infrequently
and the amount of the change would be
limited. This inhibition (and the ability to
implement it through the control of output)
would of course not be present in unconcen-
trated industries where a falling off in de-
mand would presumably be accompanied by
falling prices; the price changes, in other
words, would be both frequent in number
and extensive Iin amplitude. These theo-
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retical expectations are indirectly reinforced
by empirical findings that during the great
depression of 1920-32 frequency of change
was directly related to amplitude and that
amplitude was directly related to the level of
concentration.®

PRODUCTS WITH COMPARABLE DEMAND

A more direct way of ascertaining the ef-
fect of concentration on price behavior is of
course to determine the statistical relation-
ship between the two in terms of individual
industries. For the Great Depression Means
found a ‘“rough relationship” between the
share of the industry held by the four larg-
est companies and the amplitude of price
change between 1929 and 19327 In arriving
at this finding Means had eliminated indus-
tries which failed to meet standards that he
regarded as necessary for a meaningful analy-
sis: industries such as bakery products sold
principally on the basis of local or regional
rather than national markets; industries
such as meat-packing with a narrow margin
between the cost of materials and the value
of shipments; and industries, such as chem-
fcals, for which the B.L.S. wholesale price
series appeared to be clearly inadequate.

The study has been criticized as statistical-
ly inadequate and theoretically irrelevant.
The statistical criticism centers on the oft-
cited alleged shortcomings in the B.L.S. price
data, a matter which is examined at greater
length in Appendix A. Here it may briefly be
noted that comparisons between B.L.S. and
Census ‘realized” prices (which reflect all
discounts and concessions) reveal, with some
exceptions, a remarkable similarity in the
direction and extent of change; & that using
the B.L.S. data to analyze price inflexibility
is invalid only if unreported changes in dis-
counts and concessions are assumed to be
relatively more important in industries of
high than of low concentration—an assump-
tion which files in the face of their known
prevalence in such unconcentrated fields as
apparel and lumber; and that the criticism
loses most of its force when prices are being
raised, since it taxes credulity to assume that
at the very time when producers are in-
creasing their reported prices they are si-
multaneously granting further discounts and
concessions.

The last consideration is of particular rele-
vance at the present time. Prof. George I.
Stigler has recently been quoted in the press
as saying: “I am absolutely confident that
there has been extensive price cutting dur-
ing the slowdown of the past six to eight
months; but these cuts have not showed up
in the government’s WPL"" Prof. Stigler's
“conviction” would have a considerable

Footnotes at end of article.
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measure of plausibility if reported prices were
being maintained at relatively stable levels.
Under such conditions it is easy to visualize
that under a facade of unchanged quoted
prices producers are actually scrambling
for business by offering greater discounts
and concessions. It is much more difficult to
visualize that this is taking place when the
reported prices are being raised, which, as
will be brought out later, is exactly what is
happening in many concentrated industries.
A more logical assumption would be that
producers who are raising their reported
prices would accompany this effort to in-
crease revenues by narrowing their discounts
and concessions.?

The theoretical criticism centers on dif-
ferences In the postponability of demand.
Thus it has been held that the ability of the
buyer of an automobile to postpone his pur-
chase results in the adjustment to a down-
swing taking the form of a reduction of out-
put rather than price. In contrast, it is to
be expected that the production of nonpost-
ponable items, such as food, will be main-
tained, with the adjustment therefor falling
on price. But, as Ralph C. Wood observed:

“Two very different points are involved in
this argument. To assert—with much jus-
tice—that durable goods frequently attain
high inelasticities of demand in times of de-
pression is not to explain why the individual
producer has to concern himself with what
the market as a whole, or any appreclable
portion of it, will take. . . . Under pure com=-
petition the individual seller is not directly
concerned with the elasticity of demand of
the whole market; at the market price which
he views as given and as something over
which he has no control, demand for his
product is perfectly elastic.”

Wood concluded by observing that the ar-
gument does “, . . provide a very useful sug-
gestion as to why price policies in certain
industries are what they are; but they do
not show how it comes about that an in-
dividual seller is able to have a price
‘policy’,” 8

The argument can also be met empirically
through a comparison of the price behavior
of different products which are similarly af-
fected by expansions or contractions in de-
mand but which differ greatly in the control
of the market, as reflected by the level of
concentration. Such an analysis is presented
here for 16 pairs of products, While both
members of each pair are subject to much
the same changes in demand, one member
is a concentrated, inflexible-price product;
the other is an unconcentrated, flexible-price
product, In order to make a comparison be-
tween products which differed in terms not
only of concentration but also in terms of
frequency of change, the products were
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drawn from the B.L.S. “Quintile” study.
Since the only really flexible group in the
B.L.S. study Is quintile 5, the starting point
in drawing the comparisons was the products
in that group. Inasmuch as nearly half of
its products (accounting for nearly two-
thirds its wvalue) are farm products and
foods and there are few such products in
the other quintiles, this limitation imposed
a severe limitation on the numbers of com-
parisons which would be developed. To this
initial limitation certain other restrictions
have been added in order to make the anal-
ysis more meaningful:

(a) Comparisons are made only where the
insensitive product had 4 or fewer changes
in the 1954-56 base period (l.e. products in
quintiles 1 & 2) .2

(b) Because of their known past inade-
quacies, no use has been made of BL.S.
price series for chemical products.

(c) No comparisons were made involving

products typlcally sold on a “price-lined”
basis,
The one further step Is the determination
of which products are subject to reasonably
comparable demand forces. Here the test was
not whether one product was an exact sub-
stitute for another, although in several in-
stances (e.g. the comparison between pig
iron and steel scrap) such was the casel?
Rather, the concept employed is whether the
products used in a glven comparison are sub-
ject to the same general expansions or con-
tractions in demand.

For a few of the flexible-price products
concentration ratios were not available, but
it is known that their level is relatively low
and in each case well below the inflexible
products with which they are compared. The
use of copper and brass as market-price pro-
duets is based on a number of unusual cir-
cumstances. While concentration 1is rela-
tively high for domestic copper refining, the
avallable domestic concentration ratios in
the past substantially overstated the actual
control of the market. These commodities
were sold on the world market during the
period surveyed, and thelr prices were im-
mediately responsive to international de-
velopments. Also the available concentration
figures ignore the ever-growing role played
by secondary metals, which unlike steel scrap,
are not subject to rust and thus tend to be a
perpetually increasing source of supply. In
the case of brass, these competitive factors
are reinforced by the activites of custom
smelters. who, operating on the basis of a
fixed margin between the ore price and the
refind metal price, are comparatively indif-
ferent to the level of prices.

The concentration and price data for the
92 products involved in the analysis are
shown in the following table:

16 PAIRS OF PRODUCTS WITH COMPARABLE DEMAND—CONCENTRATION RATIO AND FREQUENCY AND MAGNITUDE OF PRICE CHANGE, 1953-58

Concen-
tration

ratio
(4 cos,) Commodity

Frequency of change, 1954-56

Indexes (1947-49=100)

Total Negative Positive

1955

§

1953

&

Pig iron, basic

5 Steel scrap, No. 1 heavy melting...-
Steel billets, rerolling, carbon
Red brass ingot
Steel bars, hot rolled, carbon
Yellow brass rod
Steel sheets, hot rolled, carbon. ...
Aluminum sheets..... ...
Copper sheets
Aluminum ingot, primary.
Aluminum ingot, seconda
Steel pipe, black

2
320 Douglas-fir timbers (construction
69  Steel bars, concrete reinforcing. _

320 Douglas-fir dimension (construction).
87 Gypsum wallboard
18 Plywood, Douglas-fir, interior_ . _
73 Roofing shingles, asbestos. ...
17 Oak, red, flooring select

Footnotes at end of table.
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Commodity

Frequency of change, 1954-56

Indexes (1947-49=100)

Total Negative Positive
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1 Not available.

1 Holdin
are estimal

# Supply limited by Government controls, X
natural rubber are numbered in the th

of privately owned timberlands on the west coast in the hands of the 4 largest owners
to be less than 20 percent of the amount held by all private ownership.

The small holdi

¢ The producers
roughly ﬁ‘
estates.

For the most part the figures on concen-
tration are the ratios computed by the Cen-
sus Bureau based on the 1958 Census of
Manufactures. The principal exceptions are
the products of the steel industry for which
concentration ratios compiled by the Amer-
fcan Iron and Steel Institute accord more
closely with the product definitions used by
the Bureau of Labor Statistics, Using the
first pair as an example, it will be seen that
the four largest firms produced 65% of the
Nation’s output of pig iron; that during
1954-56 only 3 price changes were reported
by the B.L.S. all of which were increases.
In contrast, while no precise concentration
ratio is available, the collection and han-
diing of steel scrap is known to be an ex-
tremely unconcentrated area, the 4 largest
firms probably accounting for less than 5
percent of the collections. But of 36 oppor-
tunities, a change in price was reported in
31, of which 12 were decreases and 19 in-
creases,

For the concentrated products the 4 larg-
est companies produced, on the average, 2%
of the output; for those unconcentrated
products for which figures are available the
average was 27%; if figures were avallable
for the other unconcentrated products, the
average would have been even lower. During
the 3-year base period the concentrated
products averaged 3.3 price changes, or a little
over one a year; they averaged 2.8 increases
and only .6 decreases. In contrast, the uncon-
centrated products averaged 27 changes, or
three-fourths of the opportunities. Increases
and decreases were more evenly distributed,
the unconcentrated products averaging 11.6
decreases and 15.4 decreases. These differ-
ences between the two sets of products are
pervasive. In 14 of the concentrated products
the share held by the 4 largest companies was
60 percent or higher; in 7 of the 11 uncon-
centrated products for which ratios are
available the share of the 4 leaders was 80
percent or less, the three exceptions being
the copper and brass products which have
been included for the reasons cited above.
Among the concentrated products the maxi-
mum number of price changes was 7; among
the unconcentrated the minimum number
was 15.

The question at issue here is whether any
significant difference existed in the price
behavior of these two types of products., The
answer can be seen in the following four
charts, each of which shows the price move-
ments from 1953-1958 for four pairs of com-
modities. [Charts not printed in RECORD.]

The first comparison is between the price
of pig iron and of steel scrap. Used as raw
materials in the production of steel, the
demand for both is governed by the steel op-
erating rate. The behavior of steel scrap is i1-
lustrative of the type of price movements
typlcally displayed by flexible-price products.
A decline in price during the 19563-54 down-
swing was followed by an Increase during the

alf the world’s supply of natural rubber, the balance coming from independentlf owned

Antitrust and

1954-56 recovery and then by a further de-
cline in the recesslon which began during
the middle of 19566. In sharp contrast, the
price of pig iron moved slowly upward during
the 1953-54 downturn, rose at a more rapid
rate during the 1954-56 recovery, and con-
tinued to advance during the 1956-58 reces-
sion,

The next comparison involves two semi-
finished products, steel billets and brass in-
gots, both of which are used as materlals by
semi-integrated producers. As compared to
the other steel products which are purchased
by the customers of steel producers rather
than by their smaller semi-integrated com-
petitors, the price increase for steel billets
during the 1953-54¢ downswing was unusual-
ly pronounced, averaging 8 percent. The price
continued to rise during the subsequent re-
covery as well as in the 1958 recession. Re-
flecting weakness in world copper markets,
however, the price of red brass ingots, after
peaking in 1956, fell sharply during the next
two years. The demand for the other prod-
ucts shown on the chart is determined by
the general level of metal-working activity.
The contrast between steel bars and yellow
brass rod is a repetition of the pattern dis-
played by steel billets and brass ingots. The
final comparison on the chart contrasts the
price behavior of two inflexible-price prod-
ucts, steel sheets and aluminum sheets with
a similar but flexible-price product, copper
sheets. Except for the fact that aluminum
sheets advanced at a slower rate during the
1958 recesslon, the trends of the former two
products displayed a remarkable symetry.
Whatever the reason, this similarity in be-
havior reveals that the aluminum producers
certainly did not take advantage of the op-
portunities presented by steel price increases
to promote the use of their product as a
substitute material. In contrast to the rela-
tively steady upward movement of both steel
and aluminum sheets, the price of copper
sheets fell sharply during 1956-58.

For two of the sets of products shown on
Chart 4 demand is largely determined by
changes in metalworking activity, while in
the other two the principal determinant is
the level of construction activity. In the case
of the former, both of the flexible-price prod-
ucts, secondary aluminum ingot and copper
tubing, exhibited marked declines during
both recessions, whereas, with one exception,
their inflexible-price counterparts moved up-
ward. This exception was a slight price de-
cline in primary aluminum ingot during
1957-58, attributed in part to the competitive
pressure of lower priced foreign supplies. In
the case of the latter two products, there was
no deviation from the general pattern on the
part of the inflexible-price products. Both
structural steel shapes and concrete rein-
forcing bars moved steadily upward through-
out the entire period. During the 1956-58 pe-
riod this was in sharp contrast to market
declines in price manifested by their uncon-

& Ponderosa pine No. 3 board used as bly equi

Sources: Price data: Bureau of Labor Statistics. Concentration ratios: Steel products: American
Iron & Steel Institute (U.S. Senate Subcommittee on Antitrust and Monopoly, “‘Administered
Prices: Steel'” (S. Rept. 1387, 85th Cong., 2d sess.), p. 70); others: U.S. Senate Subcommittee on
onopoly, “Concentration Ratios in Manufacturing Industry, 1958, pt. |, table 4.

t to box board.

t in price

centrated counterparts—Douglas fir timbers
and Douglas fir dimension.

In the case of two of the products shown
on Chart 5, the level of construction activity
is again the principal determinant of de-
mand. For the other two, it is the use of
automobiles, trucks and related products.
Douglas-fir plywood declined noticeably in
both downswings; red-oak flooring, although
remaining virtually unchanged during the
earlier decline, dropped significantly during
the latter. Their concentrated counterparts,
gypsum wallboard and asbestos roofing
shingles, moved irregularly upward through-
out the period. Particularly striking is the
contrasting behavior of asbestos shingles and
oak flooring during the 1956-58 recession. In-
sofar as market behavior is concerned, con-
centration ratios for either the production
or refining of crude petroleum are largely
irrelevant. The controlling factor is a system
of government controls over supply. Through
market demand proration, particularly in
Texas and Louisiana, and through a quota on
imports, supply is limited to anticipated de-
mand. No such controls exist in the Pennsyl-
vania lubricating oil industry, which is com=-
posed of a substantial number of small pro-
ducers. The effect of government controls
over supply is dramatized by the difference in
price behavior. Pennsylvania lubricating oil
suffered price decreases during both reces-
sions while in each crude petroleum moved
upward. The price of synthetic rubber Is the
most inflexible of any of the commodities in-
cluded in this analysis, remaining unchanged
throughout the entire period, with the excep~-
tion of a slight increase of 2.5 percent oc-
curring during the recesslon of 1953-54.

This stability is in striking contrast to the
precipitous rise in the price of natural rub-
ber in 1955, when automobile production
reached its then alltime high of 7.9 million
cars,. When automobile output slumped in
1958 to 4.2 million cars, the price of natural
rubber moved sharply downward.

The first comparison on Chart 6 involves
packaging materials—container board versus
ponderosa pine box board. Although the ex-
tent of their movements was not as pro-
nounced as the case of most other products,
in both recessions the flexible product de-
clined while the inflexible-price commodity
rose. The two comparisons involving textlle
products present a number of exceptions to
the general pattern typlcally displayed by
the other commodities. Thus, the price of the
concentrated product, viscose staple, suf-
fered a slight decline in the first downswing
and the ensuing upturn. However, part of the
loss was recovered by & price increase in
1957-68, which was accompanied by a de-
crease in the price of its counterpart, wool
tops. The concentrated product, viscose yarn,
remained unchanged during the earlier
downswing, though declining in 1958, In the
final comparison a precipitious and sus-
tained decline in the price of pepper was ac-
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companied by a susbtantial and, except for
1954-556, uninterrupted increase in the price
of its concentrated counterpart, salt.

In the following summary table covering
the two recessions, 1953-54 and 1956-68, the
industries are distributed in accordance with
their price change during both downswings.
Generally speaking, the pattern was one of
price decreases in the unconcentrated, flex-
ible-price fields and of increases in the con-
centrated, inflexible-price industries. Thus,
in the 1956-58 recession all but 3 of the 17
concentrated Industries had price increases;
in 2 of the 3 exceptions the decreases were
less than 2 percent, while In the third it was
only 3.7 percent. In contrast, all of the un-
concentrated industries had decreases, each
of which was 5 percent or more (with 9 hav-
ing decreases of 15 percent or more). During
the earlier downswing the contrast, while less
pronounced, was still marked. In 15 of the
17 concentrated industries prices moved up-
ward, while in 8 of the 13 unconcentrated in-
dustries decreases were recorded, and all of
the 5 exceptions were quite small, the largest
being an increase of only 3.6 percent.

DISTRIBUTION OF INDUSTRIES BY PERCENTAGE PRICE
CHANGE, 1953-54 AND 1956-58

Number of
industries by
percentage
change

1953-54

Uncon-
centrated

1956-58

Concen- Uncon-
trated centrated

Concen-
trated
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THE 1870 DOWNTUEN

Will the divergence of price trends which
characterized the recessions of the forties
and fifties repeat itself during the current
economic downturn? While there has been
& definite slowing down In the rate of eco-
nomic activity (capacity utilization In
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manufacturing dropping from 845% to
79.5% between the first quarters of 1969 and
1970) ** the current downturn has not
reached the dimensions of the earlier reces-
sions. As compared to its 1960 level, the
index of industrial production for manu-
facturing had by May of this year fallen
only 3.2%.¢ Furthermore, no distributions
of the B.L.S. price series, in terms of either
frequency of change or level of concentra-
tion, are currently available, and the down-
turn has not yet affected enough non-dur-
able industrial products to permit meaning-
ful comparisons of pairs of products affected
by similar demand factors.

Nonetheless, a cursory review of recent
price movements suggests the possibility that
much the same pattern may again be de-
veloping. Since the purpose of the restrictive
monetary and fiscal measures taken during
the past year and a half has been “to dam-
pen” the pressure of demand, it should be
instructive to ascertain which products have
responded thus far in 1970 by declining in
price. The 2,000-odd individual products in
the B.L.S. Wholesale Price Index are classi-
fied Into 200 product groups. On the basis
of a just-completed review, I found that
price declines (amounting to more than half
a percentage point) took place between
March and May in 42 of these groups.® Their
distribution is as follows:

Product groups with price decreases *—

March—May 1870
Farm and food products:

Livestock and meat products

Poultry and eggs.

Fats and oils

Animal feeds

Other farm and food products

Industrial commodities: *
Textile products
Hides and leather
Lumber and building materials
Plastics materials and products
Scrap materials
Other industrial commodities

26809

1 Of more than 5 percentage points.

2 Anthracite, fertilizer materials, pharma-
ceutical preparations (ethical), small arms
ammunition.

Over nine-tenths of the categories are
flexible-price, unconcentrated product
groups. This is true of all 21 of the groups in
farm and food products; it is true of all 5 in
textile products; of all 3 of the categories in
hides and leather; of all 3 scrap materials;
of 4 of the 5 groups in lumber and building
materials; of the plastics groups; and of
anthracite—or a total of 39. The four excep-
tions are gypsum products (with a concen-
tration ratio of 849%), fertilizer materials
(particularly potash and superphosphate),
small arms and ammunition, and ethical
pharmaceutical preparations (most of whose
individual products are highly concen-
trated). In short, the characteristics of the
products which have reacted to the current
downturn by falling in price are about what
would have been assumed on the basis of the
recession behavior of Quintile 5 and of the
individual unconcentrated products, exam-
ined earlier.

The same body of evidence would suggest
that at least some of the concentrated in-
dustries would react to a general economic
slowdown by an increase in price. Except for
the few product groups noted above, it is evi-
dent that prices in concentrated industries
have certainly not declined. Indeed, price in-
creases in such industries have been rather
commonplace, as is evident from the price
behavior of ten industries shown in the at-
tached table. In each, the four largest firms
produced in 1963 more than half of the out-
put; ¥ the simple average of their concen-
tration ratios was T0%. Moreover, each is an
important field, with a value of shipments
in 1963 of more than a billion dollars. That
the ability to raise prices during a period of
economic decline is mot a function of the
characteristlcs of the product is indicated
by the widespread dispersion among different
industry groups. Represented are industries
in producer goods and consumer goods, in
durable goods and in non-durable goods:

CONCENTRATION RATIOS AND PRICE INDEXES OF 10 SELECTED CONCENTRATED PRODUCTS—1968-69; 1970 (6 MONTHS)

Price indexes (1957-59=100)

Percent

Concentration

1970

increase,

ratio (1963)

Industry (percent)

January February March

January-June
w_m?ﬂ

Primary metals:
Steel mill products
Primary aluminum
Petroleumn, chemical, and rubber
products:
Gasoline. ... o -
Soap and synthe rgents.
Tires and tubes___________..
Electrical machinery:
Motors and generators.
Electric lamps/bulbs
Food and related products:
Bistuits and crackers
Distilled spirits.
Cigarettes
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| Market controlled by Government restraints.
1 Estimate effective July 1.

Of all the industries in the country none
has a greater effect on the general price level
than steel. Because 1t Is the industrial un-
derpinning of the economy, an increase in
the price of steel raises directly or indirectly
the cost of doing business in virtually every
field of enterprise. Since consumers do not
buy steel as such, it is not included in the
Consumer Price Index, nor is its true im-
portance reflected in any price index. This
is because an increase in the price of steel,
by the time it reaches the ultimate con-

Footnotes at end of article.

Sources: Concentration ratios: Bureau of the Census, “'Concentration Ratios in Manufacturing
Industry, 1963." Price indexes: Bureau of Labor Statistics.

sumer, will have “pyramided” until it is a
multiple of the steel price increase itself,
Pyramiding is the natural consequence of ef-
forts by sellers at each successively higher
stage of fabrication and distribution not
only to cover the actual higher costs to them
but also to preserve their customary percent-
age margin. The Wall Street Journal, for
example, explained how a $6 a ton steel price
increase was transformed into a 875 Increase
in the price of a tractor:

“Immediately after the steel price hike,
prices of stampings from a supplier went up
4 percent too. Forgings shops ralsed prices.

Machine shops passed along the increase,
Components such as wheels, hydrauliec sys-
tems, and axles arrived with higher price
tags. Where costs of that tractor totaled
$1800 on July 1, several months later they
were $1875." 7

Similarly, referring to a $4 a ton Increase
in the price of steel sheets and strip, Iron Age
observed: “Conslderation of all factors has a
cumulative effect that swells a $5 material
cost increase into $25." 18

During the 10-year period between the lat-
ter '60's and later '60’s, the price of steel
products remained relatively stable; in 1968
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its index was only 8.5: percent above the
1957-59 average, or an average increase dur-
ing the decade of less than 1 percent a year.
But in 1969 the pace was accelerated, the in-
dex rising by 5 percent., This has been fol-
lowed by further increases in 1970; in June
the Index was 5.6 percent above the January
level. Commenting on this upward movement
the Wall Street Journal states:

“Certainly the steel price trend over the
past year has given the inflation figthers
nothing to cheer. A long series of price boosts
over the past 12 months pushed the Govern-
ment’s index of steel-mill product prices in
May 6.9% above the year earlier mark and
10.5% above the level at the beginning of
1969, And this doesn't count price boosts
averaging nearly 5%, effective June 1, on
sheet steels that account for more than a
third of the industry's total tonnage. Over-
all, this year's price increases have covered
products accounting for 90% of the indus-
try's volume, and prices on some products
have been raised twice this year.®

The 1970 increases, it should be noted,
have been taking place while steel produc-
tlon was declining. Thus in the first quar-
ter of 1970 steel ingot production was down
to 33.6 million tons as compared, for the same
period, to 34.4 million in 1969 and 36.5 million
in 1968; indeed, 1st quarter 1970 production
was 3.4 million tons, or 9 percent, below the
2nd quarter of 1968.

The aluminum industry has evidenced
much the same pattern of behavior. By 1968
its price was only 2 percent above the 1957-
59 average. But in 1969 the index moved
sharply upward, rising by 659 percentage
points. Further increases were recorded in
1970, the latest having taken place in April,
By June of this year the price of primary
aluminum had risen 3.6 percent above the
January level.

‘With supply limited by prorationing and
import quotas to, or slightly below, antici-
pated demand, the major oll companries have
been able to raise prices of petroleum prod-
ucts in 1969 and again in 1970» At current
levels of gasoline consumption, an increase
&t retail of one cent a gallon costs the con-
suming public approximately $800,000,000, of
which about $500,000,000 is retalned by the
refining companlies, with the remainder going
to dealers and distributors. The 1969 ad-
vance was accompanied by a price increase to
domestic crude producers; no such increase
has been made in 1970. Describing the latest
price advance, the Wall Street Journal stated:

“Mobil Oll Corp. raised its gasoline prices
to service station dealers and wholesale dis-
tributors nationwide, except in Oregon and
Washington. It is the second successive year
in which a major oll company has taken
such a previously unprecedented action. In
February 1969, Texaco Inc. raised nation-
wide its wholesale prices for gasoline and
the prices at which it buys crude oll. That
touched off increases of varylng amounts by
most of the nation’s major oil companies.

“Mobil boosted its ‘tankwagon’ prices to
dealers 0.7 cents a gallon and its prices to
distributors 0.55 cents a gallon. Increases in
prices to dealers in 1969 averaged about 0.6
cents a gallon and resulted in average re-
tail price boosts to motorists of about one
cent a gallon.” 2

Contrary to some expectations the 1069
increase did “stick.” The fate of the 1970
advance, however, is uncertain. Atlhough the
index rose from 95.0 in March to 1004 in
May, much of this galn has apparently been
eroded away, as the June gquotation has fal-
len to 96.9.

In 1968 the price of tires and tubes was
slightly below the level of 10 years earlier.
After remaining almost unchanged in 1969,
the price has been increased twice thus far
in 1970. After a 4 percent advance, which
was reflected in the serles for January, a
further ralse was announced, effective July 1,
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which incidentally is estimated in the ac-
companying table. The latter advance was
of the “raising-prices-to-meet-competition”
variety. On June 18 the industry’s largest
producer, Goodyear Tire & Rubber Com-
pany, announced an Increase of b percent on
passenger tires and 6 percent on truck and
farm tires. Nine days later these increases
were matched by B. F. Goodrich. According
to the Wail Street Journal, “Goodyear and
Goodrich were the first two companies to
sign new contracts with the United Rubber
Workers union. They attributed the price
increases to higher costs under that contract
and to higher materials and distribution
costs. Industry sources expect other major
producers to follow the price increases after
their labor contracts have been signed and
ratified by union members.” =

Even if the added costs from the new wage
contract were the same for each company,
they would constitute a justification for
ralsing prices to the same identical level only
if the different companies had identical unit
costs, which in view of the obvious differ-
ences in their profit rates appears to be most
unlikely. Adding a constant increment to
differing bases does not yield identical totals.

Another large-scale, concentrated Industry
in this broad grouping is soap and deter-
gents. During the decade ending In 1068 its
price had risen at an average rate of .7 per-
cent a year. In 1969 the pace advanced to
2 percent a year, which, if the present trend
continues, will be matched in 1970.

During the 1957-59 base period prices of
electrical machinery had undoubtedly been
infiated by the conspiracies disclosed in the
celebrated “Philadelphia™ price-fixing case.
It is therefore not surprising that in 1968
the price of motors and generators was 5%
lower than ten years earlier, In 1969, how-
ever, the price was ralsed 5 percent, which
has been followed by further advances in
1970. By June 1970 the price was 4.4 per-
cent above the January level.

Of the 10 industries shown in the table,
only electric lamps was significantly lower
in price in 1969 than in 1968. But as a result
of increases in February and April, the price
by June of this year was higher than in
1968 and 4.1 percent above the January
figure.

Contrary to the trend of farm and food
prices generally, a number of concentrated
farm-based industries have enjoyed price
increases during 1970. An example is biscuilts
and crackers which by 1968 had risen over
a quarter in price during the past decade.
Increases in 1970 brought it by June to a
level 5.1 percent above the January level.

Two increases in 1970 have raised the price
of distilled liquor 3.6 percent above the Jan-
uary quotation.

The cigarette industry provides a striking
illustration of declining consumption ac-
companied by rising prices. In 1969 the price
was ralsed 8 percent, or 35 cents a thousand.
Effective June 1, 1870 it has been increased
again, this time by 456 cents a thousand,
raising the index to 7.8% above the January
figures. The managing director of the Whole-
sale Tobacco Distributors of New York is
quoted as saying that the increase, amount-
ing to at least 2 cents a pack or 20 cents a
carton, would “most definitely"” be passed on
to retail consumers.® As in the case of a
number of other industries cited here, lead-
ing cigarette manufacturers ralsed their
prices at about the same time, by the same
amount to the same level.™

CONCLUSION

Over the years a substantial body of knowl-
edge has been gradually developed through
empirical studies concerning the actual be-
havior of prices. A central conclusion is that
the price structure is composed of two very
different types of prices, one the prices of
classical economic theory which are sensi-
tive to changes in demand in relation to

July 31, 1970

supply; the other the prices of concentrated
industry which change infrequently and are
generally not responsive to short-run changes
in supply and demand. Prom the material
presented here, it is clear that during down-
turns the former continue to display the
type of behavior expected under economic
theory. It would also appear, however, that
the latter have been exhibiting a type of be-
havior which is inexplicable under any body
of theory—eclassical or monopolistie.

Monetary and fiscal restraints designed to
arrest increases in the general price level
will succeed in thelr purpose to the extent—
but only to the extent—that the price struc-
ture is composed of the former type of prices.
While constituting only a fifth of the num-
ber of products in the Wholesale Price In-
dex, the products in the most flexible cate-
gory, Quintile 5, accounted for 37 percent of
its weight. If to these commodities there are
added those products in Quintile 4 which,
though changing somewhat less frequently,
behave In the same general manner, about
half of the price structure in terms of weight
could be estimated to be composed of prod-
uets which respond to a reduction in demand
with a decline in price.

At the same time it must be recognized
that a substantial proportion of the other
half is composed of products whose price
behavior during downturns can only be re-
garded as perverse. These include a number
of strategically important basic industrles,
such as steel and aluminum. Because of the
pyramiding effect described above, the effect
of their price increases is considerably great-
er than would be indicated by their welght
in the overall price index.

Barring a severe depression, the probabili-
tles are that while the effect of price declines
in the flexible-price sector will be sufficient
to slow down the rate of advance in the gen-
eral level of prices, the price increases in the
concentrated sector will continue to cause
it to move upward.

In a paper on this same general subject de-
livered before the American Economic Asso=
clation in 1959, I concluded by saying:

“Except in periods of severe depression, the
analysis presented above suggests that in
oligopolistic industries, other factors being
equal or unequal, prices will rise. And unless
these increases are offset by price declines in
atomistic industries, the result will be a rise
in the general price level.” =

Eleven years later I see no reason to alter
that conclusion, except to note an apparent
acceleration in the rapidity with which the
divergence between the two types of prices
has developed during the current downswing.

FOOTNOTES

1U.8. Dept. of Labor, Bureau of Labor
Statistics, Frequency of Change in Wholesale
Prices: A Study of Price Flezibility, by Henry
Ernest Riley.

2 Since the index of industrial production
was the same in 1956 and 1957, either year
could be taken as the beginning point for
the third recession. Except for a sharp decline
in automobile production, the 1958 downturn
was confined largely to producers’ goods,
which began to experience a contraction of
demand around the middle of 1956. No de-
crease occurred during 1958 in either real
consumer income or the production of non-~
durable goods. Because it is more relevant to
the area of the economy in which the eco-
nomic decline was centered, the year 1956
is used in this analysls as the beginning point
for the third recession.

3U.8. Dept. of Agriculture, “The Agricul-
tural Outlook for 1959,” Nov. 17, 1958.

¢ Ibid.

& Ibid.

©Cf. 7T4th Congress, 1st Sess., Sen. Docu-
ment No. 13, Industrial Prices and Their Rel-
ative Infleribility, by Gardiner C. Means, Jan.
17, 1935; and National Resources Committee,
The Structure of the American Economy,
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Pt. 1, 1939 (prepared under the direction of
Gardiner C. Means.)

7 National Resources Committee, The Strue-
ture of the American Economy, op. cit.

® Also part of the statistical critlcism is a
study by Willard Thorp and Edward Crowder
in which no relationship between concentra-
tion and depression price flexibility was
found to exist (T.N.E.C. Monograph 27, The
Structure of Industry, 1941). It differed from
the Means' study in two respects: the use
of the Census realized figures for its price
data and its failure to employ standards,
such as those used by Means, to eliminate
products which are not meaningful for this
type of analysis (cf. John M. Blair, “Means,
Thorp and Neal on Price Inflexibllity,” Re-
view of Economics and Statistics, Nov. 1956.)

* Washington Evening Star, June 25, 1970.

¥ Some indications that increases in re-
ported prices are being accompanied by a
withdrawal of concessions are provided by
the business press. Thus the same news ac-
count which described a recent price in-
crease by tire manufacturers stated: “Both
Goodyear and Goodrich sald they will pay
freight allowances only on shipments of 500
pounds or more, compared with the current
400-pound minimum.” (Wall St. Journal,
June 22, 1970). Similarly, an announcement
of a price increase for gasoline was accom-
panied by a withdrawal of price supports
to dealers:

“Mobil also announced it is withdrawing
all temporary price allowances paid to deal-
ers. This so-called ‘price protection, is &
guaranteed minimum margin in cents per
gallon for dealers regardless of how low
pump prices go. It is used to protect deal-
ers during local gasoline price wars. Over
999% of Mobil's 35,500 service stations are
operated by independent dealers who make
their own retall pricing decisions. But re-
moval of such allowances would encourage
restoration of normal prices, since it trans-
fers the burden of local price wars to the
dealers from the company."” (Wall St. Jour-
nal, March 26, 1970, emphasis added)

1 Ralph C. Wood, “Dr. Tucker's ‘Reasons’
for Price Rigidity", American Economic Re-
view, Dec. 1938, p. 669.

¥ Bome steel products were reported by the
B.L.S. to have had five or six changes during
the 36-month period, falling just outside of
quintile 2. During this period there were
only four changes in the base prices of
most steel products. The additional changes
represented changes in the so-called extras,
some of which are inco ted as price
changes by the B.L.S. Since other products
have analogous charges, modifications of
which are not treated by the B.L.S. as price
changes, changes in extras should properly
be ignored in comparing the flexibility of
different products,

13 Where substitutability does exist, the
expectation would be that if changes in de-
mand were the determinant of price changes,
the price of a flexible product would decline
less during a downswing than its inflexible-
price counterpart. At the outset of a down-
swing buyers would attempt to shift to the
sensitive declining product from the insensi-
tive stable product, thus tending to shore up
the demand for the former and weaken it
for the latter. If despite this, the price of the
flexible product throughout the downswing
declines more than that of the inflexible item,
changes in demand become even less per-
suasive as the explanation for changes in
price.

14 Federal Reserve Bulletin, May 1970, p.
A-62.

1 Bee Appendix B,

1 An exception is gasoline, the market for
which is controlled through market demand
prorationing and import quotas.

11 Wall Street Journal, June 23, 1950.

18 Iron Age, April 25, 1963, p. 90. The jour-
nal went on to say:

“One automotive steel purchasing agent
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estimates the increased cost to automakers
would be $25 per car for sheet steel In a
typical low-price, standard-size auto. This
estimate allows a profit for component man-
ufacturers and other suppliers. It doesn't in-
clude any added profit for the automaker.
For this reason, the average 1964 aufto may
cost 850 more than 1963 models."

» Wwall St. Journal, June 19, 1970.

% The relatively low level of the gasoline
price index in terms of the 1957-59 base pe-
riod is traceable in good part to the infla-
tionary conditions in this industry during
the first Suez crisis in 1857.

% Wall St. Journal, March 26, 1970.

= Wall St. Journal, June 22, 1970.

# Wall St. Journal, May 29, 1970.

% The move was announced initially on May
22 by American, followed on May 24 by Loril-
lard, on May 25 by Liggett & Mpyers, and on
May 27 by Brown & Williamson. (Wall St.
Journal, May 29, 1970.)

= “Administered Prices: A Phenomenon in
Secret of a Theory”, American Economic Re-
view, May 1959, vol. XLIX, No. 2.

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

Mr., REUSS. I yield to the gentleman
from Ohio.

Mr. WYLIE., Statistics are being re-
ferred to about polls being conducted
over the country. I should like to share
the results of a poll which I took in my
own congressional distriect. I have come
to rely on the judgment of the people in
my district. On my questionnaire, I
asked the question:

Do you favor the imposition of manda-
tory wage and price controls by law?

The answers were “yes” 3T percent
and “no” 63 percent.

This response is different, apparently,
from the results of the questionnaire
which the gentleman in the well has sent
out. I think it is appropriate to indi-
cate that not everyone favors mandatory
wage and price controls,

Mr. REUSS. Entirely; though nation-
wide polls conducted by national polling
agencies have shown that, nationwide,
there is a balance in favor of price-wage
controls,

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

Mr. REUSS. I yield to the gentleman
from Pennsylvania.

Mr. MOORHEAD. Mr. Chairman, in
the deliberations of the House Banking
and Currency Committee on H.R. 7880,
the Defense Production Act, many
members expressed serious concern
about the inflationary tide in our econ-
omy. In fact, measures were added to the
bill which would give the executive
branch more power than it presently has
to act against inflation in wages and
prices. My purpose today is to point out
that the provision in the act establish-
ing uniform cost accounting standards
in defense contracts will also be an ef-
fective anti-inflationary tool, although
it is directed at a different form of in-
flation.

This other form of inflation I refer to
is the inflated cost of defense equipment
due to cost overruns on defense con-
tracts. Uniform cost accounting stand-
ards would not eliminate all cost over-
runs, of course, but such standards could
have a significant effect on the overrun
problem,

We have all heard about serious cost
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overruns on defense projects in the last
year. I need not recite all the problems
the Defense Department encountered on
the C-5A, the main battle tank, and nu-
merous other weapons systems to remind
you that cost overruns are adding hun-
dreds of millions of dollars to the cost of
defense equipment each year,

At the heart of the overrun syndrome,
as you know, is the “buy in" concept.
Using this device, contractors provide a
low initial estimate for the costs of weap-
ons systems in order to “buy in” on the
production contracts; then, when actual
costs run much higher than the estimate,
the contractor requires the Government
to shell out millions of dollars above the
original price before the weapons system
is delivered.

The public needs protection from this
kind of gimmickry. The taxpayers, of
course, deserve better treatment in re-
turn for the $40 billion they pay annually
for defense procurement. But at the same
time, legitimate business enterprises,
which do not indulge in such practices,
deserve to be protected as well. Uniform
cost accounting standards would provide
this protection by making it possible for
Government contracting officials to get a
better picture of the actual costs and
profits to be recognized on a defense
contract before the contract is entered
into. This would have a chilling effect on
those contractors who like to estimate
low costs when they are selling some-
thing to the Government, but then report
considerably higher costs when it comes
time for the Government to foot the bill.

I believe this is what the Comptroller
General had in mind when he said, in
his report on uniform accounting stand-
ards, that contractors use one method for
estimating costs used in contract pro-
posals and another method for reporting
the same costs in their day to day opera-
tion. Thus it is possible to inflate a cost
estimate for bid purposes by selecting
the appropriate generally accepted cost
accounting method. The Comptroller
General recommended that this Congress
establish a requirement for uniform cost
accounting standards so that defense
contractors cannot manipulate the more
flexible “generally accepted accounting
principles” on future contracts.

Admiral Rickover, in testimony this
spring, also discussed the effect that uni-
form cost accounting standards would
have on the overrun problem. Here is
what he said:

It would have a salutory effect on cost
overruns in this sense: Today, since the gov-
ernment does not know how its money is
being spent, it can be spent by unwise, in-
efficient, or uneconomical methods ... As
far as cost overruns are concerned, account-
ing standards would help to show things as
they are.

The concept of uniform cost account-
ing standards on defense contracts has
been widely billed as an infringement on
the prerogatives of industry. Many rep-
resentatives of the large defense contrac-
tors have contended that uniform cost
accounting standards would seriously
hurt them. I believe the passages I have
quoted from the Comptroller General's
report and from Admiral Rickover’s festi-
mony indicate that uniform cost account-




26812

ing standards would protect legitimate
defense industry from their competitors
who make use of the “buy in” technique.
At the same time it would protect the
taxpayers against the need to pay out
millions of dollars above estimated costs
on defense contracts because of cost over-
runs.

Industry—and particularly small busi-
ness—would benefit from uniform cost
accounting standards in other ways as
well. A representative of the National
Aerospace Services Association testified
that uniform accounting standards would
help industry in several ways. They
would decrease the number of disputes
between Government and its contractors;
they might lighten the recordkeeping
requirements on small companies; and
they would provide “clarity of relation-
ships and some automatic protection of
contractor’s rights."”

Further, uniform cost accounting
standards can be expected to increase ef-
ficiency in the defense industry. Ac-
counting standards would assure busi-
nessmen definite cost figures from which
to judge performance and compare dif-
ferent manufacturing processes. They
would provide a measure of compara-
bility in competing bids, so that bidders
could have better information as to why
their costs were too high.

Mr. Chairman, whenever we consider
protective legislation—such as the bill
calling for uniform cost accounting
standards—it is essential that we con-
sider the cost of the protection. We
would not want to be in the position of
prescribing a cure that is more expensive
than the illness. This question has been
considered in the matter of uniform cost
accounting standards, and the Comp-
troller General found that the cost of
implementing cost accounting standards
would not be excessive. Let me quote
from the Comptroller General's testi-
mony before the Senate Banking and
Currency Committee:

I would like to emphasize in this connec-
tion the fact that there has been a lot of un-
easiness on the part of industry, and they
will so testify here, that this is going to add
to their cost and to the government’s cost
because we are dealing with the situation
where most of these contracts are on a cost
basis. We do not see this. I think we have
adequate basis to support our contention
that there will not be a net additional cost
. . we do not see that the cost of accom-
plishing the objectives that the bill has in
mind would be excessive,

For the reasons I have stated, Mr.
Chairman, T am convinced that uniform
cost accounting standards would provide
a significant degree of protection against
cost overruns and the “buy in” syndrome.
I agree with the Comptroller General
that such standards could be imple-
mented without excessive cost. I think it
is essential that this session of Congress
establish the requirement for uniform
cost accounting standards on defense
contracts.

Mr. WIDNALL. Mr. Chairman, I yield
10 minutes to the gentleman from Michi-
gan (Mr. BROWN).

Mr. EROWN of Michigan. Mr. Chair-
man, the bill we are discussing foday has
three basic purposes. First it extends the
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Defense Production Act until June 30,
1972, Second, it establishes a Cost Ac-
counting Standards Board charged with
the duty of proposing cost accounting
standards by June 30, 1971. Third, it
establishes broad standby authority for
the President to impose wage and price
controls.

Mr. Chairman, I have no argument
with the first purpose and only slight
objection to the second, but serious ob-
jection to the third.

First of all let me mention my objec-
tion to the provisions of the bill relating
to cost accounting standards. For back-
ground let me review with you my re-
marks set forth in my additional views in
the report on this bill. At that time I said,
directing your attention to the report,
that many questioned the possibility and
feasibility of establishing identifiable
standards. But then I said:

Frankly I think it is possible both to deter-
mine their feasibility and advisability under
the approach of the so-called Rees amend-
ment which forces standards to be drafted
but defers implementation until the Con-
gress at a later date determines that which
we have talked about as standards are identi-
flable as standards and as such are feasible
and advisable.

From the foregoing you will note I do
not reject an attempt to develop cost
accounting standards, but I do have two
changes I hope my colleagues will recog-
nize as improvements in the bill,

First the Cost Accounting Standards
Board should not be chaired and ap-
pointed by the Comptroller General of
the General Accounting Office, as desir-
able as that may sound at first blush. As
an alternative I will offer an amendment
consistent with the recommendations of
the Comptroller General to have such
board appointed by the President. This
amendment will read as follows:

There is established a Cost Accounting
Standards Board which shall be independent

of the executive departments consisting of
five members appointed by the President.

Second, slightly better than 6 months’
time is hardly enough for the board to
be appointed and to get organized and to
formulate the proposed cost accounting
standards. Therefore, Mr. Chairman, I
will offer an amendment to change the
board’s reporting date from June 30,
1971, to January 31, 1972. This amend-
ment needs little or no discussion,

But let me discuss the composition of
the Board. Almost all, if not all, of those
who appeared before our committee
urged the appointment by the President
of an independent board. Even the
Comptroller General whose advice the
Congress should take agrees with this
position.

He urged us not to do the very thing
the bill as reported does.

I am quoting from the testimony of the
Comptroller General when he said:

We question whether the GAO should be-
come deeply involved in the administration
of negotlated contracts. The responsibility
for administration of contracts including
promulgating, interpreting, and administer-
ing cost-accounting standards seems basically
an executive branch function. Rules and reg-
ulations covering Federal Government pro-
curement are now a function of the executive
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branch, There does not appear to be any
reason to divorce the promulgation of cost-
accounting standards from the execufive
branch.

In addition, he said:

An independent Board appolnted by the
President might well have greater prestige
and attract more capable members. It could
not be accused of having any bias by reason
of having worked on the feasibility study or

any preconceived ideas of what the standards
should be.

To make sure that I had Mr. Staats'
position clearly understood, I asked him:

Is it not your position that theoretically
and philosophically the rulemaking function
should be separated from the oversight func-
tlon? In other words, in your day-to-day re-
view on behalf of the Congress of contracts,
their negotiation and their implementation,
are you not in a better position, if you have
not been the one who has promulgated the
accounting standards, to critlque those
standards?

Mr. Staats replied:

I think that is true generally. This i1s a
hard line between rulemaking and auditing.
We never want to get ourselves in a position
where our independence is compromised by
virtue of our having particlpated to an undue
extent in the administrative decision or in
the operations which are essentially the fune-
tion of the executive branch. We being an
agent of the Congress believe our function
can best be discharged by analyzing and as-
sessing how well the executive branch has
done its work and formulating suggestions
and ways in which we think they can be
improved either by administrative action or
by legislative action.

Later on he agreed with Professor
Anthony, who testified before the com-
mittee, as follows:

That is the reason we came to the con-
clusion we did that an independent board
appointed by the President made up of both
Executive Branch and outside representa-
tives would be a better forum for this type
of matter.

Mr. Chairman, I suggest that with
reference to such delegations of author-
ity it is axiomatic in the Federal bu-
reaucracy that anyone, or any agency,
able to claim jurisdiction does so. When
the GAO says it should not in this case,
there must be at least a few who feel
that it has overpowering, though maybe
underexpressed, reasons for saying so.

Now, let me talk to you a moment
about a part of the bill, title II which
would give to the President unlimited,
unguided, uncontrolled authority to im-
pose and implement wage and price
controls.

At the outset, let me express my seri-
ous doubt, if disagreement, about the
value of wage and price controls as a
means of assisting in the control of our
present inflation and destabilized econ-
omy.

Mr. Chairman, wage and price controls
can be effective in an economic situation
where a shortage of goods creates exces-
sive demand and as a result prices are
forced upward without an improvement
in the quantity or quality of such goods.
Rationing is a necessary complement to
such wage and price controls.

But wage and price controls are not
effective when the inflation is a result of
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a cost-push situation not involving any
shortage of goods or excessive demand
for unavailable goods. Even former Pres-
ident Johnson in the economic report of
the President transmitted to the Con-
gress in January 1969, through the Coun-
cil of Economic Advisers, said:

Mandatory price and wage controls are no
answer. Such controls freeze the market
mechanism which guldes the economy in
responding to the change in pattern and vol-
ume of demand; they distort declsions on
production and employment; they require a
huge and cumbersome bureaucracy; they
impose a heavy and costly burden on busi-
ness; they perpetuate inevitable injustices.
They are incompatible with a free enterprise
economy and must be regarded as the last
resort appropriate only in an extreme emer-
gency such as all-out war.

Mr, Chairman, those are not my words.
Those are the words of the same gentle-
men, or at least the spokesmen for the
same gentlemen, who are advocating
title IT in this bill.

Nevertheless, despite this testimony to
the contrary, I would defer to the will of
this body and vote for standby controls
if this body and the Congress will act in
a responsible way and retain for itself the
authority and responsibility which it
should exercise and bear.

Mr. Chairman, no Member of this
Congress who has criticized the failure
of the Congress to be responsible with
respect to international affairs can claim
any personal or political integrity if he
supports this legislation as presently
written.

The electorate is sick and tired of the
Congress passing the buck to the Presi-
dent under broad grants of authority and
then claiming immunity from criticism
by virtue of the almost unlimited dele-
gation of its constitutional prerogatives.

The Congress owes to the people it
represents a duty of fidelity—not just
fidelity with respect to the people’s
money and taxes, but fidelity with re-
spect to the power and authority of the
people which are vested in the Mem-
bers of this body.

As in the case of international affairs,
the Congress should provide the tools
and make the basic decision as to
whether or not they should be utilized;
so, too, on the domestic scene emer-
gency tools should be made available
and the Congress should determine when
they are to be used.

In each case, it is the President’s duty
and responsibility not to make the policy
decision, but to implement and carry
out—to execute—the congressional
decision.

The amendment I will offer to the
title, a substitute for all of the title II
language, does make a proper distinction
between the legislative and executive
funections. To permit timely action, even
emergency action, for the imposition of
wage and price controls, and yet retain
within the Congress its proper policy
decision role, my amendment authorizes
a joint committee of the Congress to
impose wage and price controls. The im-
plementation of those controls is then
properly left to the President.
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The joint committee authorized to ex-
ercise this authority consists of the Joint
Economic Committee, the Speaker and
minority leader of the House, and the
majority and minority leaders of the
Senate. I would be remiss if I did not
mention that the chairman of this joint
committee should be the chairman of
the Joint Economic Committee who is
presently the chairman of the Commit-
tee on Banking and Currency of this
House. Two or three members of the
Committee on Banking and Currency
of the House from the other side of the
aisle also serve on that joint economic
committee. Certainly nobody could be
more reflective of the expertise and
wisdom of the Congress in matters of
this kind.

Adoption of my amendment would
show that this House is a responsible
body. Rejection of it will be further proof
to the people that we are irresponsible,
that we do place politics above policy,
and the welfare of the people.

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

Mr., MICHEL, Mr. Chairman, will the
gentleman yield to me?

Mr. BROWN of Michigan. I yield to
the gentleman from Illinois.

Mr. MICHEL. Mr. Chairman, I am
definitely opposed to title IT of this bill.

I am reminded of several visits to the
White House over the years and two of
them are worthy of mention here.

One was a meeting presided over by
President Kennedy with a number of
members of our Appropriations Commit-
tee and several other committees. We
were talking about the budget and dur-
ing the discussion of holding expenditures
in line the President said the last thing
he wanted to do was impose wage and
price controls.

Again during the Johnson administra-
tion I can recall the President making
essentially the same statement in a simi-
lar meeting.

Mr. Chairman, I should like to turn
now to my specific reasons for opposing
title IT of H.R. 17880. We are all aware
of the fact that contract negotiations
have recently begun in Detroit between
the UAW and the automobile companies.
However, we may not all be aware of
the adverse effects which wage and price
controls may have on these negotiations
and on collective bargaining in general.

In the first place, there is a strong
possibility that controls would be self-
defeating in the area of collectively bar-
gained wages. For example, the tem-
porary nature of the proposed freeze
would seriously limit the effectiveness of
any negotiations. Since union contracts
are negotiated for periods of 2 or 3 years,
unions would be forced to adopt one of
several bargaining approaches if their
contracts expired during the freeze pe-
riod. All of these approaches are unde-
sirable. One possibility would be to nego-
tiate for wage inc-eases to become effec-
tive at the expiration of the freeze period.
In that event, there is a strong likelihood
that wage increases after the freeze
would be larger than those which would
have been negotiated in the absence of
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a freeze. In any case, the unions would
certainly insist that any eventual settle-
ment include an allowance for wage in-
creases foregone during the freeze. This
would only delay the increases which
would have resulted from normal bar-
gaining. In the interim, however, much
confusion and uncertainty would have
been added to the bargaining process.

Another alternative would be to nego-
tiate a contract with a provision for re-
opening negotiations at the expiration of
the freeze. Much time and energy would
be wasted and what incentive would there
be to bargain seriously when the results
are only temporary and the whole process
is soon to be repeated anyway?

A third alternative would be to drag
out negotiations until the freeze expires,
with or without an extensien of the old
contract. This places a heavy strain on
labor-management relations and de-
tracts from a healthy working relation-
ship.

There are also other problems related
to the bargaining process which are
caused by wage and price controls. The
fortuitous circumstance of when a con-
tract expires plays a major role in the
level of wages frozen for a particular
group. And what is to be done about de-
ferred wage increases under an existing
contract which become payable during a
freeze period? I submit that title IT
would seriously detract, if implemented,
from the orderly and effective bargaining
process in this country and that it should
be rejected.

Mr. WIDNALL. Mr, Chairman, I yield
5 minutes to the gentleman from Ohio
(Mr. WYLIE) .

Mr. WYLIE. Mr. Chairman, this is the
season when it becomes more and more
difficult to separate fact from fiction.
As an election draws near, the facts sur-
rounding an issue are frequently clouded
by barrages of hollow rhetoric. Slogans
and trite phrases are offered as instant
solutions which, if not accepted, will pre-
sumably cause us to suffer the anguishes
of complete disaster.

This year is no exception. We have
a perfect example of instant solutions
before us today in the form of title II
of H.R. 17880. As you know, title IT gives
the President authority to implement
wage and price controls at his discretion.

Yet a look at the record should make it
very clear that controls are a wrong and
damaging answer to the problem of in-
flation. The problem of inflation is being
resolved—and resolved effectively—by
the current economic policies of the ad-
ministration.

If this body really believes that con-
trols are necessary, it should act more
responsibly and enact mandatory meas-
ures now rather than sidestepping the
issue—and the responsibility—by pass-
ing the buck to the President.

Most simple answers are appealing
and wage and price controls are no ex-
ception. But before we become enchanted
by their simplistic appeal, let us look
more closely at their past record. I
have in mind three periods over the last
30 years in which this country experi-
enced wage and price controls in one
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form or another. There is, first of all, the
4 years of their application during World
War II. This was followed by a brief re~
sumption of such controls during roughly
2 years of the Korean conflict. And, fi-
nally, we have witnessed a watered down
form of controls—called guidelines—
which were used during the last ad-
ministration.

In each of these instances, the record
is poor. Yet during World War II and
again during Korea, everything favored
the successful use of controls. The coun-
try was united throughout both con-
flicts. The population sacrificed greatly
to promote the war effort—and did so
willingly. Nevertheless, during World
War II, prices still rose 38 percent.
Rationing became the order of the
day, and the black market developed into
a commonplace.

All this occurred despite controls, dc-
spite great patriotic sentiment for the
objectives of controls, and despite a bu-
reaucracy of 250,000 employees needed
to administer the control program.

The record during the Korean war is
no better. From the outbreak of the war
in June, 1950—which triggered expecta-
tions of further wage and price con-
trols—prices increased roughly 6 percent
until mandatory controls were applied in
January, 1951. In the following year of
controls, prices advanced an additional
9 percent. Again, despite controls, public
support, and a gigantic administrative
bureaucracy, the experiences of World
War II were repeated.

More recently, the Johnson adminis-
tration tried to control the results of

massive deficit spending by imposing
wage and price guidelines, As we all

know, those guidelines proved com-
pletely ineffective, and, consequently,
were quietly abandoned.

I think the record is very clear on wage
and price controls. And I think it should
be clear to Members on both sides of
the aisle. For otherwise, how can we ex-
plain the following statement appearing
in the last annual report of the Council
of Economic Advisers under President
Johnson? I quote:

Mandatory price and wage controls . ..
freeze the market mechanism which guldes
the economy in responding to the changing
pattern and volume of demand; they distort
decisions on production and employment;
they require a huge and cumbersome bu-
reaucracy; they impose a heavy and costly
burden on business; they perpetrate inevit-
able injustices. They are incompatible with
& free enterprise economy and must be re-
garded as a last resort appropriate only in
an extreme emergency such as all out war,

One basie conclusion I draw from my
review of wage and price control history
is this: So long as economic policy is
highly expansionary, wage and price con-
trols have virtually no hope of success.
This was the ecase in World War II, in
the Korean war, and in the last 4 years
of the previous administration. Economic
policy in each of those periods was
highly expansionary. Despite controls—
or guidelines—prices rose, and rose rap-
idly. Neither massive bureaucratic ma-
chinery nor mobilized public support
such as we enjoyed in World War II
could stem the tide. Even during those
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years, prices increased well above 9 per-
cent a year—a rate of infiation exceed-
ing our present experience at its peak
several months ago.

Today it is obvious that our monetary
and fiscal policies are moving in the right
direction to halt inflation. Excess de-
mand has been eliminated. Inflationary
expectations have been altered. We are
currently in the final phase of the tran-
sition to economic stability.

For example, the structure of interest
rates has decreased greatly over the past
several months, Treasury bill rates are
down 1.8 percent from their 1969 peak.
Further, the wholesale price index from
the first to the second quarter of 1970
advanced at a rate of 1.7 percent per
year. By contrast, wholesale prices were
increasing at a rate of 4.6 percent a year
from the last quarter of 1969 to the first
quarter of 1970. Finally, the consumer
price index for both May and June shows
an annual rate of increase of 4.8 per-
cent—down from the 6 percent annual
rate registered in the spring.

These facts unmistakably indicate
that the rate of inflation is falling. When
placed in perspective, the conclusion is
even more encouraging. The administra-
tion’s plan all along has been one of cool-
ing the economy to get at inflation. Be-
cause of the time lapse between changes
in the pace of economic activity and the
resulting impact on prices, there is a
several month lag between economic
slowdown and price slowdown. This we
are now beginning to witness. We can
expect to see even more success in the
coming months,

Further, this has been, and is being,
accomplished without pushing the econ-
omy into stagnation or a recession. The
second quarter GNP flgures clearly indi-
cate that the economic decline has bot-
tomed out. With moderate growth in the
money supply, as well as removal of the
surtax, we can expect economic activity
to continue its upward trend in the third
and fourth quarters of this year.

The administration’s economiec polieies
are working and they are working with
the minimum of pain necessary to bring
inflation under control. Wage and price
controls are obviously unnecessary, Not
only would they be useless, but they
would entail creation of a gigantic bu-
reaucracy.

For the many reasons I have cited, I
can only conclude that the provisions
contained in title IT of H.R. 17880 are the
wrong medicine for the inflation ailment.
There is nothing to be gained by impos~
ing wage and price controls. Yet, as I
stated, if Congress is convinced that con-
trols are necessary, then let it enact
mandatory controls now. To do less, to
pass the responsibility onto the Presi-
dents, clouds the issue and sets up a
smokescreen of fiction which engulfs the
facts at hand.

Mr. WIDNALL. Mr. Chairman, I yield
5 minutes to the gentleman from Penn-
sylvania (Mr. WILLIAMS),

Mr. WILLIAMS. Mr. Chairman, H.R.
17880 is basically a good bill and con-
tains provisions for uniform cost-ac-
counting standards for defense contrac-
tors, which I favor.
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However, title II of H.R, 17880, relat-
ing to wage and price controls, must be
amended. It serves no useful purpose. It
has no economic merit. And it represents
a patently partisan display of irrespon-
sible statesmanship. At a time when the
economic environment requires moderate
and responsible policy courses, grounded
in fundamental analysis and action, title
II is a combination smokescreen and
boondoggle, designed only to confuse and
politicize a vital issue.

This so-called Economic Stabilization
Act of 1970, which is title II, is not di-
rected toward a restoration of economic
health and stability. By thrusting upon
the President the authority to tempo-
rarily “stabilize” prices, wages, rents,
and salaries; and by implying that such
a course of action is feasible, costless,
and effective, passage of title IT would
perform a great disservice to the Ameri-
can people.

The record on this issue is clear. The
facts are persuasive and unambiguous.
I take this opportunity to review the is-
sues for the benefit of my colleagues and
my fellow citizens.

Title II of H.R. 17880 authorizes a
mandatory regime of price and income
controls, On its face, this represents an
extreme course of action; one only re-
served for the highest and most serious
of economic emergencies. In other words,
proponents of such control measures
must bear the burden of proof that the
need for such controls is overwhelming.

I do not make this as a partisan point.
Let me read a commendable statement
on the desirability of such controls:

The most obvious—and least desirable—
way of attempting to stabilize prices is to
impose mandatory controls on prices and
wages. While such controls may be neces-
sary under conditions of an all-out war, it
would be folly to consider them as a solu-
tion to the inflationary pressures that ac-
company high employment under any other
circumstance. They distort resource alloca-
tion; they require reliance either on neces-
sarily clumsy and arbitrary rules or the
inevitably imperfect decisions of govern=-
ment officlals; they offer countless tempta-
tions to evasion or violation; they require
a vast administrative apparatus. All these
reasons make them repugnant. Although
such controls may be unfortunately popular
when they are not in effect, the appeal
quickly disappears once people live under
them,

That policy statement on direct price
and wage controls was offered by Gard-
ner Ackley, James Duesenbury, and Ar-
thur Okun—the Council of Economic
Advisers—in their annual report, Feb-
ruary 1968. It has my wholehearted sup-
port.

I know some of my colleagues would
want us to believe that certain highly
regarded economists support controls at
this time. That is simply not true. Re-
spected economists of all political per-
suasions find them repugnant, and only
to be even considered during periods of
massive military mobilization. Our ex-
perience with the bureaucratic morass
of wage and price boards during World
War II and the Korean war certainly
reinforce this conclusion.

So this part of the record is clear:
Proponents of controls always bear a
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heavy burden of proof, and their proof
must be extremely convincing.

But no one steps forward today with a
convinecing economic brief in support of
contirols. Rather, the weight of the evi-
dence resides completely on the anticon-
trol side of the question. However, we can
encounter conditions in our economy, due
to continued inflation caused by deficit
spending, which would make such con-
trols desirable.

As I have noted, controls are always a
last policy alternative. We resort to con-
trols only when forced by extreme eco-
nomic circumstances. For the United
States, this has meant during periods
of intensive military mobilization. Con-
trols are the ultimate necessity forced
on us by the shortages and scarcity gen-
erated by superheated demands on our
productive resources. Fighting major
wars and satisfying civilian demands are
not compatible activities. Government
controls—over production, distribution,
prices, and incomes—are necessary.

But, the summer of 1970 does not yet
find our economy with any of these “con-
trol-prone” symptoms. We do not have
conditions of military buildup, of prod-
uect and labor shortages, of excess demand
for output. Quite the contrary, Americans
in uniform are now rapidly decreasing in
number, not increasing as they were dur-
ing most of the 1960’s. Coordinated ap-
plication of responsible monetary and
fiscal policies have largely removed ex-
cess demand from our economy. On the
economic evidence, this is clearly not the
time for controls.

A case for controls did exist in the sum-
mer of 1965. Had we then known, as we
now can see with hindsight, that a mas-
sive military buildup was to be under-
taken, and that responsible monetary and
fiscal policies were not going to be put in
place, we might have given serious con-
sideration to the control alternative. In-
deed, former Treasury Secretary Joseph
W. Barr recently admitted:

My rule of thumb, if T ever have any public
service again, is that if anyone deploys as
many as 100,000 troops on foreign soil, you
go for a tax increase and complete controls
across the board.

But the economic policy failures of the
Vietnam escalation period cannot be per-
mitted to distort our analysis of today’s
economic climate.

Today's facts do not support any need
for controls. The severe inflationary
pressures generated by the overheating
of 1965-68 are finally on the wane.
Wholesale price increases are deceler-
ating, industrial commodity prices are
declining, and consumer price rises have
stopped accelerating. Moderate expan-
sion can resume and inflation can be
brought under control.

Fundamental policy actions, based on
a hard analysis of the current environ-
ment, are the appropriate prescription
for the economic ills of overheating.
There is no room for the irresponsibility
of giving the President the temporary
power to institute a regime of price and
wage controls.

One final point about title IT, as pres-
ently written, deserves emphasis. This
is the manner in which price and income
controls are presented for our consider-
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ation. The bill before us seeks to give the

President an authority only until Febru~
ary 1971. It strikes me as the height of
irresponsible statesmanship for this

House to thrust upon the President the
Eenlasporary authority to impose such con-
TI'Ols.

If this body truly desires to see eco-
nomic controls imposed, then let it so
indicate by directly considering that
question and keep the responsibility
where it belongs, right here in the Con-
gress.

An amendment to title IT will be offered
today to give the Joint Economic Com-
mittee of the Congress, with the minor-
ity and majority leaders of the other
body, and the Speaker and minority
leader of the House, the power to invoke
controls when they deem it necessary
and authorizes a sum of money to ac-
complish the initial steps.

I call on my colleagues of both parties
to support the amendment as it repre-
sents political responsibility. Title II, as
now written, does not deserve our con-
sideration.

Mrs. HECELER of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. WILLIAMS. I am happy to yield
to the gentlewoman from Massachusetts.

Mrs. HECKLER of Massachusetts, Mr.
Chairman, I rise in support of the
amendments to the Defense Production
Act. While I am not completely satisfied
with the provisions of the bill, I believe
that, even with sections I would prefer
to see modified, the bill represents a step
forward.

The Defense Production Act was orig-
inally enacted in 1950 to assure a suffi-
cient supply of national resources for
defense needs. This still remains our
goal.

Beyond this basic effort, however, we
must make certain that the taxpayer
gets full value for his money in providing
resources for our defense agencies. This
bill takes that extra step forward as we
move toward methods to insure full value
for the defense dollar.

The Department of Defense is by far
the biggest purchaser in Government
with the result that the opportunity for
irregularities in procurement, inadvert-
ent or otherwise, is greatly increased. In
addition, more than 86 percent of de-
fense procurement is on negotiated con-
tracts rather than competitive bidding.

I think Vice Adm. Hyman G. Rickover
clearly explained the situation during
hearings before our Banking and Cur-
rency Committee when he said:

I believe that defense contractors must be
accountable for the expenditure of publle
funds. Throughout Government there are
strict rules pertalning to personal accounta-
bility. Travel vouchers must be verified, and
so on. Those involved in the disbursement
of Government funds must document their
expenditures in detail and make a proper ac-
counting of such expenditures to the Gov-
ernment.

Large defense contractors, however, are
not being held accountable to the U.S. Gov-
ernment for their expenditure of public
funds. . ..

The bill establishes a Cost-Accounting
Standards Board which will investigate
the current situation in military procure-
ment and report to the Congress within
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a year its recommendations for cost-ac-
counting standards. The standards are
to be applied to defense contractors and
subcontractors and be designed to
achieve uniformity and consistency in
cost-accounting practices.

This procedure allows the Congress to
take final responsibility for the setting
of uniform standards, but provides the
necessary expert advice we should have
prior to the final decision.

In my opinion, a significant feature of
the bill is the consideration it gives to
small business. It is important, I think,
to make certain that legislation we adopt
will not require smaller businesses to
give up defense contracting because of
standards that might be unduly expen-
sive for a small business to afford or un-
necessarily stringent to render a small
business unable to comply.

The bill provides that at least one of
the members of the Cost-Accounting
Standards Board be particularly knowl-
edgeable of the needs and problems of
small business.

It is particularly important that small
business have a voice in the formulation
of decisions by the Standards Board. I
am confident the industries with the
largest defense contracts can adjust rel-
atively easily to whatever standards are
developed. But, I do not want to see any
small businesses forced out of doing busi-
ness with the Defense Department be-
cause of standards aimed primarily at
larger contracts.

I do not want to give the impression
that I believe this bill will end all pro-
curement problems. Nonetheless, it will
allow us to gain greater insight into
military procurement problems and to
seek out effective, timely solutions to
problems as they arise.

Mr. WIDNALL. Mr. Chairman, I yield
3 minutes to the gentleman from Ohio
(Mr, WHALEN) .

Mr. WHALEN. Mr. Chairman, I rise
in opposition to title IT of H.R. 17880. I
do so because I believe that this title
contains at least five defects.

First, this measure, by authorizing a
wage freeze, denies labor any benefits
which might otherwise be derived from
its increased productivity. However, H.R.
17880 fails to provide for profit and
dividend stabilization. Thus, business
ownership would be permitted to reap, in
the form of expanded profits, all of the
cost savings accruing from productivity
gains, This hardly is eguitable.

Second, title II fails to authorize the
rationing power which inevitably must
accompany any wage-price-rent-profit-
dividend stabilization program.

Third, HR. 17880 does not authorize
any fund to underwrite the thousands of
jobs which will be required to administer
and enforce any economic freeze.

Fourth, by ending the President’s dis-
cretionary authority T months from now,
the bill fails to recognize the adminis-
trative-timetable required to implement
such a program. During the Korean
war, for example, many sectors of our
economy were never touched by the wage
and price control program which was in
effect at that time.

Fifth, the authority provided in title I
expires on June 30, 1972. Since title IT
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expires at midnight on February 28, 1971,
it is evident that the committee feels that
no economic stabilization program would
be feasible or desirable beyond that date.

It would be folly, in my opinion for the
President to implement for 7 months the
authority extended him in title II.

The Congress, in this bill, simply has
not given him the tools, the time, or the
funds to do that job, even if it were de-
sirable, which in my opinion it is not.

Mr. BROWN of Michigan. Mr. Chair-
man, will the gentleman yield?

Mr. WHALEN. I yield to the gentleman
from Michigan.

Mr. BROWN of Michigan. The gentle-
man mentioned the cost of administer-
ing a wage and price control program.
Would not the gentleman agree that the
administration of a proposed wage-price
control program, following the experi-
ence the past would indicate, would prob-
ably cost in the area of $1 billion to $1.5
billion to administer the program?

Mr. WHALEN. Probably so. The pro-
gram cannot be effectuated by the Presi-
dent merely saying we are going to have
a wage and price freeze. It has to be ad-
ministered. It has to be enforced. -

Mr. PATMAN. Mr, Chairman, I yield
2 minutes to the gentleman from Wash-
ington (Mr. ApaMs).

Mr. ADAMS. Mr. Chairman, I rise in
support of H.R. 17880, to amend the De-
fense Production Act of 1950, and in
particular I want to indicate my support
of title IT, which gives to the President
discretionary authority to issue orders
and regulations to stabilize prices, rents,
wages and salaries at levels of not less
than those prevailing on May 25, 1970.

This discretionary presidential author-
ity would expire on February 28, 1971.
It is envisaged that a ireeze would be
applied and it would probably only be
necessary for 2 or 3 months. I have sup-
ported this proposal because the Presi-
dent would then have authority to make
adjustments in orders and regulations
as deemed necessary to prevent any in-
equities and could terminate the freeze
at any time when the economic factors
indicated inflation had been stopped. If
the Congress were to enact a mandatory
program, then it would take weeks and
months to terminate such a program by
congressional action if conditions indi-
cated that such a program should be
terminated before February 28, 1971.

Last year I supported the legislation
whereby the President was given author-
ity to impose selective controls over any
or all forms of credit when he deemed
such action necessary or appropriate for
the purpose of preventing or controlling
inflation which had been caused by an
extension of excessive credit. This pro-
posal became law in December 1969 as
Public Law 91-151.

The administration has not used these
credit controls but instead has continued
to rely on tight money, high interest
rates, and a limitation on domestic ex-
penditures such as health and education
to combat inflation.

This Congress has balanced the budget
for the last 2 years with a budget sur-
plus of $3.2 billion during the last year
of the Johnson administration—fiseal
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year 1969—and the first year of the
Nixon administration with a surplus of
$1.5 billion—fiscal year 1970. If it goes
out of balance this year it will be be-
cause the Government is paying more
interest on the national debt—$1.8 bil-
lion—and has received less in tax re-
ceipts—estimated $3.5 billion—because
of the recession.

What is far worse is—the effect of the
administration policies is to destroy
those industries dependent on borrowing
funds and a prosperous economy. In
those areas of the country dependent on
such industries we have a depression.

In my district in Seattle the economic
conditions are intolerable. The commer-
cial airplane industry, the lumber and
construction industry, and smaller busi-
nesses have borne the brunt of the high
interest rate, tight money policies of the
administration, and we have a depression
right now. Unemployment in our area is
over 10 percent, according to the national
figures, but when you consider underem-
ployment and those who do not report in
the unemployment statistics, the rate is
probably much closer to 15 percent and
geing up steadily. The Boeing Co. alone,
which in the Seattle area is tied closely
to the business trends because it pro-
duces commercial aircraft, has dropped
from an employment of over 101,000 less
than 2 years ago to less than 50,000, and
employment is still dropping. The annual
report of the company shows that the
backlog of unfilled orders for commercial
jet airliners is steadily falling because the
airlines are unable to finance the pur-
chase of additional aireraft and the com-
pany cannot continue to carry aireraft in
its inventory.

The same conditions prevail in the
lumber and construction industry which
is our second largest industry. Our people
in the lumber industry are without jobs
because the national housing market is
depressed. Those who are involved in
the local housing industry are out of
work because no one can afford to borrow
to buy a house and thus no new housing
can be started.

Many of us have predicted this would
happen for nearly a year because all the
indicators pointed to it in the middle of
1969. In speech after speech we have
warned how this would happen and why.
I tried to summarize this for the news-
paper publishers of my State in May of
this year. I want to tell you today some
of the things I told them about recession
and inflation—the results of an unde-
clared war and why the present policies
of the administration have not and can-
not correct the situation by simply creat-
ing a national recession.

I outlined the problem as follows:

INFLATION DURING RECESSION

During the last year, the cost of liv-
ing in the United States as shown by the
Consumer Price Inuex went up 6.7 per-
cent which was the highest rate of infla-
tion since 1947. The projection for Jan-
uary indicates an annual increase at a
rate of 7.2 percent. This represents ex-
treme inflation when compared to the
period from 1958 to 1965, when the rate
of increase of cost of living was only ap-
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proximately 1.3 percent per year, which
was well below the increase in produc-
tion. This meant that during the 1960’s,
the real per capita income in America
went up, whereas now it is not.*

During the period from 1961 to 1965,
we had an expanding economy in Amer-
ica, which was reflected in an improved
standard of living for most of our citi-
zens. A very sophisticated approach to
the economy was started by the Kennedy
administration to break the cycle of re-
cessions which had occurred in 1954, 1958,
and 1960, I will discuss later why these
recessions occurred, and why they are
occurring again as we return to the old
policies of the 1950's.

The Government policies that pro-
duced this expanding economy were
basicaily first, a 7 percent investment tax
credit to encourage business expansion,
second, the maintaining of interest rates
at a low level, third, an easy money sup-
ply, and fourth, a reduction in taxes. This
produced a smoothly running economy,
where the increases in the price level
were more than matched by the increase
in actual production, and the President,
through use of wage and price guidelines
and the power of the Presidency, pre-
vented the monopolistic portions of our
basic materials economy from raising
prices and causing a cost-push inflation.
Unemployment was reduced from 6.7
percent in January of 1961 to 4 per-
cent by January of 1966, and the rate
of growth of the economy accelerated.
It is interesting to note that defense
spending, which was $51.6 billion in 1962,
had also been steadily declining to $50.8
billion in 1963, and in 1964 it reached a
low of $49.9 billion. This indicates that
defense spending was not necessary to
sustain the economy.

The main cause of the inflation which
occurred starting in 1965, and which
plagues us today, is the war in Vietnam.
In 1965, the economy was expanding and
the industrial plant was running at about
90 percent of capacity which meant that
any further stimulus to the economy
would be inflationary. The most danger-
ous stimulus that any government can
apply to & country’s economy is to go to
war. The reason is very simple. The
government raises money through taxes,
or even worse, borrows money that it
does not have and pays this money to
people in the country to produce goods
which are not used in the economy, but
are senf out of the economic stream of
the country and never returned. The re-
sult of this is that money appears in the
economy without an equal number of
goods being produced for purchase.
Therefore, unless you drain that excess
money off in some fashion, it is available
to bid up the price of the existing goods
in the economy.

There are two basic ways to prevent
this from happening. The first is to in-
c ease taxes by the amount that you are

spending on the war, Then the money

“shich is paid out for the war goods by
the Government is in turn taken back

Tn the 1960's the real per capita income
‘nerease was 35 percent and personal con-
nmption went up 45 percent.
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from the people and does not enter the
economic stream of the Nation, and you
try to build the war materials out of
surplus capacity in the industrial plant.
In this fashion, the war goods and war
money are both left outside the economie
market and do not afTect it.

A second method is to apply income,
rent, salary and price controls so that
people cannot pay more for the goods
even though they have money, and at
the same time, try to persuade those
people to place the extra money which
they have in savings—preferably Gov-
ernment bonds—so that this excess pur-
chasing power can be used in the econ-
omy at a later time to help the economy
if it is sliding into a recession.

Neither of these approaches was used,
although many of us urged the admin-
istration to indicate to the people that
we were in a war and that the whole
Nation and its economy must go to war,
and not just those who were being
drafted.

This was not done because other voices
prevailed. Both the last administration
and this one have believed that the econ-
omy was strong enough and expanding
at a rapid enough rate so the Federal
Government could produce war goods
through extra plant capacity and could
take in enough money through increased
tax receipts to pay for the war. The
original Kennedy policies had been so
successful that there was some hope of
accomplishing this if the action in Viet-
nam was only to be a very limited affair.
For example, between 1965 and 1968, the
Federal receipts because of the expand-
ing economy increased by $37 billion.
This would have allowed the economy in
the domestic area to continue operating
as it had in 1965 and still spend $10 bil-
lion per year on the war with a balanced
Federal budget. This occurred because
the same tax rates applied to a much
larger economy will generate more tax
dollars for the Federal Government. The
original Kennedy theory had been that
this money would be used to improve the
quality of life in America by expanding
necessary domestic programs.

The tragedy however, is that starting
in 1965, the amounts of money poured
into Vietnam far exceeded any ability of
the economy to keep up. The number of
troops was raised from a few thousand
advisers in 1964 to 184,000 men by the
end of 1965, and by November of 1968,
had nearly tripled to 538,000 men. This
was accompanied by a heavy increase in
spending. Tn 1966 the defense expendi-
tures in Vietnam increased over $10.5
billion so the total defense budget went
over $60 billion. In 1967 the budget of
the Defense Department spending for
Vietnam for the ficsal year was predicted
to be $19.4 billion, and in fisecal year
1968, $21.9 billion. During this period,
the total budget for the Defense Depart-
ment jumped to $80.7 billion per year.
The effect of these increases in defense
spending, starting in 1965, was to stimu-
late the already stimulated economy.
The result was that consumer prices be-
tween late 1965 and October 1966
climbed at a 3.7 percent annual rate, and
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the wholesale price index, which had
been rising at about 1 percent to 15 per-
cent annually, jumped more than 3 per-
cent in 1966.

Many of us at that time supported
the concept of a war tax, but this was
rejected because of the continued rtate-
ments by the military that the war
would soon be over. Th» hope of the ad-
ministration was that the war would end
quickly and the expanding economy
could stand a brief, small 1- or 2-year
deficit and not go into inflation. I re-
member well in September of 1987, I
finally arrived at the conclusion that
this was an indefinitely expanding war,
and I started to oppose the administra-
tion’s policies. The surtax was being pro-
posed, and I refused to support it unless
there was tax reform, and unless it was
icalled a war tax so the people would
know, and would try to apply traditional
brakes to a war economy. Finally, in July
of 1968, a 10-percent surtax was added
but this did not cover the cost of the
war and was not called a war tax. Then
a program had to be started to reduce
government spending in the domestic
area to pay for the war. This went into
effect in 1968, and the war was paid for
from these Government revenues in
order to prevent pumping more money
into the economy.

However, between 1965 and 1968, while
the expanding economy produced extra
Federal receipts of over $37 billion, the
budget expenses increased $60 billion—
$31 billion for defense and $21 billion for
nondefense. We thus financed the war
by inflation. By 1968, the Government
came to the conclusion that this war was
going to continue, and the 1968 policies
reflected the traditional budgetary con-
trols advocated by Keynesian econo-
mists. What many people today do not
realize is that we had a budget surplus—
the Government taking more money out
of the economy than it was putting in—
starting with the summer of 1968, so the
budget for the fiscal year 1969, which
ended on June 30, 1969, had a surplus
of $3.2 billion. This has continued since
then, and there is a projected surplus of
$1.5 billion for the year ending June 30,
1970, and a budget surplus of $1.3 billion
for the year ending June 30, 1971, Thus,
the war in Vietnam was financed by in-
flation, and cutting domestic spending.

It is very important to know who got
most of the money, and who suffered
most under the inflation. During the
Vietnam War, corporate profits after
taxes increased very substantially from
$38.4 billion in 1964 to $51 billion in
1968, thus, corporations as a whole were
doing quite well with a profit increase of
24.7 percent, The average worker during
this period of time increased his average
working gross in the manufacturing in-
dustries by 15.9 percent, and if you com-
pare money incomes with price increases,
manufacturing workers increased only 6
percent during that same period. If you
compare this with the profits cleared by
corporations during this period of time,
it is plain that wage earners have been
carrying their share of the expenses of
this war.
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THE JOHNSON ADMINISTRATION STARTED LATE
TO COMBAT WAR INFLATION WITH FISCAL RE-
STRAINTS
The Johnson administration, faced

with the problem of how to pay for the

war, rejected the systems used in World

War II and the Eorean war. Tiwse in-

flationary controls were basically to con-

trol wages and prices by either direct
price controls or firm guidelines, to in-
crease taxes, to place excess profits taxes
on corporation profits, and to inform the
Nation that they were at war, and, there-
fore, individuals should control their
spending and be prepared to do without
certain domestic programs. The John-
son administration did try fo maintain
wage and price guidelines, and it was
moving to increase taxes—the surtax—
and to slow down business expansion by
removing the 7-percent investment tax
credit. It did not take the essential step,
however, of explaining to the people that
we were in fact in a protracted and ex-
pensive war. In fact, nobody called this
a “war” at first. One has no way of
knowing the eventual effect orf these
policies, because the Nixon administra-
tion in January 1969 abandoned this ap-
proach and returned to the old-fash-
ioned laissez faire monetary policies of
the 1950’s.
THE NIXON ADMINISTRATION CANNOT CONTROL
WAR INFLATION WITH MONETARY RESTRAINTS

The Nixon administration policy views
the American economy as being similar
to that which Adam Smith saw in 18th
century England—many small producers
competing in the marketplace for the
favor of many buyers. In such a dream-
like world, if one restricts credit, peo-
ple cannot buy and thus demand goes
down and prices must go down as infla-
tionary pressures lessen. In such a world,
it is neither necessary nor desirable for
the Government to intervene to protect
the consumer against price increases.
This is solely the function of the natural
workings of the market. This picture in
the United States in 1970 is of course a
myth for much of the American economy
is controlled by giant semimonopolies,
operating in an administered price field.
They offer their goods to the American
people at prices determined not by the
law of supply and demand, but by all
charging the same follow-the-leader
price. These corperations have tremen-
dous internal financial resources, and
enjoy private advantageous relationships
with large ienders, which make them to-
tally immune from restrictive monetary
policy. They can only be controlled by
either direct wage and price controls, or
by using the power of the Presidency
through wage and price guidelines to
shield the rest of the American public
from their power.

The keystone policy established by the
Nixon administration is based upon the
doctrines advocated by Prof. Milton
Friedman, by Prof. Arthur Burns, the
new Chairman of the Federal Reserve
Board, and basically, the heads of the
Treasury Department. The Secretary of
the Treasury, and the two Under Secre-
taries, are respectively from Continental
Tllinois of Chicago, Chase Manhattan of
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New York, and the former executive di-
rector of the American Banking Asso-
ciation.

The policy which has been evolved is
very simple, You maintain a balanced
budget to prevent the flow of any more
inflationary money into the economy,
you provide a zero increase in the money
supply ® and you maintain high bank re-
serve requirements to prevent any expan-
sion in that area. You do not control in-
terest rates so that the price paid for
money will be set by the marketplace.
Selling money is what banks do, and in-
terest is what they charge, but the Gov-
ernment controls how much money will
be available. So in a free market where
the demand for money is constantly in-
creasing because of increasing population
and a rising quality of living, when you
do not expand the money supply the de-
mand for money soon outruns the sup-
ply and, therefore, the price of money,
that is, the interest rate, goes up. In
1964, the prime rate, which is the mini-
mum interest on 90-day loans to corpo-
rations, was 4.99 percent. In 1968, the
rate was 6.68 percent, but in 1969, it
jumped to 8.21 percent and the projec-
tion of many economists is that it can go
even higher. Even worse, the lack of
money supply sucked money from long-
term paper needed to finance airplanes,
housing, schools, and so forth, into the
low-risk, lucrative, short-term paper. It
has become so bad that last week the gilt-
edge bonds of American Telephone &
Telegraph Co. went on the market at 9.19
percent, the highest in history.

A second facet added to the monetary
program has been to stop Government
expenditures in the domestic area. In
September of 1969, the President called
for a voluntary cutback in the construe-
tion of schools, hospitals, and highways,
and the result of this was to freeze $1.2
billion in Federal funds and $300 million
in State matching funds together with
$260 million in State controlled funds.
On September 4, the Federal Govern-
ment froze $1.8 billion in construction
of strictly Federal projects. In January,
the President vetoed any increase in do-
mestic spending for education.

The result of this action is that the
giant corporations, and those who are in
the protected administered-price area,
manage to continue at an even keel, but
those areas of our economy who still de-
pend on the classical capital market to
borrow money are devastated. These are
all the farmers who need financing for
next year's crop, the small businessman
needing credit from his local bank for in-
ventory, the muniecipality or school board
that wants to construct some socially
needed public facility, and the home-
builder and home buyer. Those in the
administered price area can pull in their
belts and prepare to ride out the storm
by building fewer cars, producing less
rubber, selling a smaller amount of oil or
steel, and at the same time raising the
prices on these items. This cutting back
also traditionally leads to a reduction

2From June 1969 to February 1970, the
Federal Reserve Board maintained a zero in-
crease in the money-credit supply.
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in payrolls by laying men off. Today, un-
employment is rising in both the ad-
ministered price area and the nonad-
ministered price area because they are
either going out of business or have had
to shut down for lack of financing.

This produces rising prices because of
so-called push-cost-push inflation. For
example, when steel prices rise, this
causes the price of everything that uses
steel to increase. A look at the statistics
rapidly bears this out. The prices of steel,
because of Presidential actions to hold
down these prices, had only risen 7.1 per-
cent in 8 years until 1969, but in that 1
year steel mill prices rose 6.7 percent,
and in January of 1970 the price of
rolled steel went up 3 percent more. In
1968, the price of basic raw materials for
many industries rose only 2 percent, but
in 1969 it rose 11 percent.

In addition to this cost-push infla-
tion, you have credit inflation. With no
controls over the money market, the
large city banks which control a great
portion of this market are free to place
their money wherever they wish. They
have, therefore, increased their lending
to business for unnecessary capital ex-
pansion—we are only using 80 percent
of plant capacity now—for inventory ac-
cumulation, and for conglomerate take-
overs. This type of lending activity has
increased by more than 12 percent in
the last year. In addition, the larger
businesses, to whom most of the loans
are made, do not mind the high interest
rates, because Uncle Sam picks up half
of the cost, with an income tax dedue-
tion. They can all move together to in-
crease the price to cover the cost. The
small businessman is trapped, and must
add on to the price of his goods the in-
crease in the cost of the money he bor-
rows, or he goes out of business. Finally,
the consumer who buys on credit must
pay a much higher price because of the
higher interest charges.

This is why you have inflation rising
at a rate of over 6 percent per year and
at the same time have a recession occur-
ring in the country. We simply cannot
continue to apply old-fashioned methods
to a modern sophisticated economy.

Therefore, Mr. Chairman, I am sup-
porting this bill today because it does
provide additional controls which can be
used to stop inflation without stopping
the economy.

Many of us in depressed areas are also
supporting many temporary relief pro-
grams until the economy can be restored
to an even keel. This includes an emer-
genecy public works program which was
introduced by Congressman McFaLL and
myself and many others this week. Also
we must have additional Federal support
for our State unemployment compensa-
tion funds such as was recently passed
by the House and full Federal funding for
the depressed area for 13 weeks after the
regular benefits are exhausted. This lat-
ter bill is being prepared now. I want to
emphasize that these are only temporary
relief measures. We need this bill to
help correct the imbalances in our
economy.

We also urge the administration again
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to release' the freeze on funds in the
economically depressed areas such as
Seattle. We have projects already au-
thorized and funded which, if built, would
help relieve the unemployment in our
area.

I, therefore, urge my colleagues to
support this bill which will complete a
congressional program of giving the
President all the tools he needs to com-
bat inflation without creating unemploy-
ment and a recession. If the President
uses the credit controls of Public Law 91~
151 and the income and price controls of
this bill he can then change the present
monetary and fiscal policies that is pro-
ducing our present recession and still
control inflation. I hope he will do this so
our Nation can move back to prosperity
once again.

Mr. WIDNALL. Mr. Chairman, I yield
2 minutes to the gentleman from Illinois
(Mr. CRANE) ,

Mr. CRANE. Mr. Chairman, I rise to
speak in opposition to title II of this
bill—H.R. 17880—which would grant the
President an undesired and unworkable
authority to impose wage-price controls.

This is a legislative hybrid with the
authority for a new OPA hastily grafted
onto a piece of routine legislation. Wage-
price control authority was never sought
by the previous administration when it
might conceivably have worked. Why
would controls willingly be imposed by
this administration when they will not
work? Indeed, it is well known that this
authority would not be used. On June 17,
the President stated:

The Congress knows I will not impose
controls because they would do more harm
than good.

Title II seems to be primarily political
in motivation. Possibly that accounts for
the lack of any reasoned economic justi-
fication in support of this far-reaching
legislation. Those who would support
title II must count on the President
having the good sense to rescue the Con-
gress from its folly. As we know, the
President and those who advise him on
economic matters are unanimous in be-
lieving that the orthodox policies are
working, and equally unanimous in their
insistance that wage-price controls will
not work in the present situation,

But perhaps it is felt that this is just
Republican economics, and refliects a
purely partisan point of view. Consider,
if you will then, the following forceful
statement:

We could conceivably travel the route to
nmndntory controls on prices and wages. But
the vital guiding mechanism of a free econ-
omy is lost when the Government fixes prices
and wages. We did not impose such regula-
tions on our businessmen and our workers
during the recent years of military buildup
and hostilities. We surely must not turn
down this path—a dead-end for economic
freedom and progress.

And who is warning us against taking
a turn down that dead end path? It is
President Johnson in his January 1969
Economic Report. Later in that same re-
port, his Council of Economic Advisers
gave it as their professional opinion that
price and wage controls are first, incom-
patible with a free enterprise economy
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and second, a last resort appropriate
only in an extreme emergency such as
all-out war. The first condition is re-
pugnant to freedom-loving Americans,
and the second condition does not exist.

Wage-price controls were condemned
by the last administration and will not
be used by this one. Under the circum-
stances, one would have expected some
new and convineing arguments in sup-
port of wage-price controls—supported
by the independent testimony of recog-
nized experts in the field. Far from it, all
we have is the usual rhetoric about high
interest rates, high unemployment rates,
and rising prices and reference to pub-
lic opinion polls. This has all the signs
of a hastily conceived political effort;
none of the marks of reasoned and care-
fully researched legislation.

What is the judgment of professional
economists of both political parties on|
the usefulness of authority such as is
contained in title II? Simply that wage
and price controls are potentially use-
ful only in emergency situations when
demand is excessive, or potentially ex-
cessive, and when resources must be
shifted rapidly from peacetime to war-
time pursuits. Certainly those are not
the conditions we face at present, or will
face in the foreseeable future. Demand
is not excessive. Application of the ortho-
dox policies of general economic restraint
has successfully removed excess demand.
Resources are gradually being shifted
back to peacetime uses and defense ex-
penditures are falling, not rising. Title IT
reads like some 1965 draft legislation,
long buried in the files, that comes con-
veniently to hand in an election year, On
economic grounds, this obviously is not
the time for wage-price controls. On po-
litical grounds, supporters of this legis-
lation seem willing to pretend that it is.

The orthodox policies—fiscal and mon-
etary—are working. They will be supple-
mented by the Productivity Commission
and inflation alert actions announced by
the President. What are some of the
signs that the conventional approaches
are working? Let me briefly note the
following:

The more sensitive price indexes are
falling or rising at a slower rate. The
June 1970 index of industrial materials
prices—one of the National Bureau’s
leading indicators—had declined 4 per-
cent below the February peak and has
since fallen still further. The more com-
prehensive wholesale price index rose at
a seasonally adjusted annual rate of 1
percent during the second quarter, com-
pared to more than a 4-percent rate dur-
ing the first quarter. A slower rate of ad-
vance in consumer prices will soon be
emerging.

Productivity apparently rose substan-
tially during the second quarter. In his
July 21 testimony before the Joint Eco-
nomie Committee, Secretary of Labor
Hodgson estimated that productivity
growth was at an annual rate of between
3 and 4 percent. This contrasts with an
earlier slowdown and actual decline in
productivity.

Interest rates have been coming down.
By last Friday, the 3-month Treasury
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bill was about 134 percent below the
peaks of late last year. Key long-term
rates have been coming down in recent
weeks, New Aa corporate and municipal
bond yields are down from three-fourths
to 1 percent since mid-June.

Just at the time when the orthodox
policies are showing clear signs of suc-
cess, this legislation would be the worst
possible step to take. It would raise real
fears that the Congress is capable of
charting an irresponsible course in the
economic field to seek votes in an elec-
tion year. It would raise false hopes that
there is some magical cure through legal
edict for an inflation of long standing.
And, on the part of those who support
this legislation, it would demonstrate a
touching faith that the President will
rise above political considerations and
abstain from doing what title II would
permit.

Actually, we know that the President
will not use this authority but that does
not excuse us from meeting our own
responsibilities and abstaining from de-
ceptive legislative maneuvers.

I urge that title II be vofed down to
show that the Congress is as responsible
on matters of general economic policy in
an election year, as in any other.

Mr, PATMAN. Mr. Chairman, I yield
such time as he may require to the gen-
tleman from Montana (Mr. MELCHER).

Mr. MELCHER. Mr. Chairman, at this
particular time I am extremely reluctant
to vote in favor of wage and price con-
trols. They are strong, last resort, eco-
nomic medicine which bear very unde-
sirable side effects.

However, the inflation situation in the
United States has become so serious that
I believe we should approve standby con-
trols, in the hands of the President of the
United States, to let him, the Federal
Reserve Board, the Treasury, business,
labor, and everyone else know how ex-
tremely seriously the Congress regards
the economie situation and that, if other
actions and voluntary restraints do not
get the job of inflation control done
quickly, Congress is prepared for this
last-resort measure to bring the crisis to
an end.

In my State, farmers are being forced
off the land, businesses are finding it im-
possible to stay open, citizens on fixed
income are increasingly oppressed, and
unemployment is increasing because of
continuously rising interest and costs.

Recently, we have been subjected to a
barrage of propaganda that the infla-
tion-deflation has hit bottom. Actually,
it was an argument that the rate at which
the inflation and recession were worsen-
ning had slowed up. We had not hit bot-
tom at all, we were just sinking a little
slower.

This week, the figures are again out
showing that not even the rate of infla-
tion has fallen; it marches on.

These standby controls are tools the
President may want to use during the
next few weeks if the forces of inflation
are not halted.

Mr. PATMAN. Mr. Chairman, I yield
2 minutes to the gentleman from Cali-
fornia (Mr. HANNA).
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Mr. RANDALL. Mr. Chairman, will
the gentleman yield?

Mr, HANNA. I yield to the gentleman
from Missouri.

Mr, RANDALL. Mr. Chairman, I sup-
port H.R. 17880, which is a measure to
amend the Defense Production Act of
1950, Title II of that bill is entitled “Cost
of Living Stabilization.” It is suggested
that the title should be cited as the “Eco-
nomic Stabilization Act of 1970.” It is
not such a complicated measure. It sim-
ply provides Presidential authority to is-
sue such orders and regulations as he
may deem appropriate to stabilize prices,
rents, wages, and salaries at levels not
less than those prevalent on May 25,
1970.

The title is flexible because it gives the
President the power to enter such or-
ders and make such regulations as well
as adjustments as may be necessary in
order to prevent gross inequities.

Section 203 delegates the performance
of any function under this title to such
offices, departments, and agencies of the
United States as he may deem appropri-
ate.

In the ensuing sections there is a pro-
vision for a fine of $5,000 as a penalty
and authority is granted to the President
to seek injunctions in the proper district
court to enjoin such acts or practices
as may be in violation of any regulation
or order under this title.

Finally, the authority to issue and en-
force orders and regulations under this
title will expire at midnight, February 28,
1971, but of course with the saving clause
that such expiration shall not affect any
violations or punishment of contempt
committed in violation of any injunction
prior to March 1, 1971.

Our friends on the other side of the
political aisle have worried about the cost
of administration. They say there will be
a lessening of freedom, that this ap-
proach is the bureaucratic way of con-
trolling inflation or the easy way out.

The ranking member of the committee
has said since it took 60,000 persons in
World War II and 16,000 in the Korean
conflict, translated into today’s wage
levels it could take as much as a billion
and a half dollars a year to enforce wage
and price controls. Of course, such a
statement is purely speculative, but worse
still, it is ridiculous when we recognize
that the entire cost for administering
wage and price controls in the Korean
conflict was $91 million.

Mr. Chairman, today we are facing
full-blown inflation coupled with reces-
sion. Those who were taxpayers are now
unemployed and drawing unemployment
compensation. Who is guilty? Well, cer-
tainly those who have advocated and
pursued only the traditional and conven-
tional controls of inflation, and that
means monetary controls such as exor-
bitantly high interest rates. This ap-
proach does nothing to control inflation.
Those who advocated the fiscal method of
raising taxes found that increasing the
surtax did not work. In fact, it may even
have been inflationary.

We gave the President authority for
credit controls in Public Law 91-151.
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If we enact this bill today, we will provide
the President with all the tools he needs.
Certainly he will need tools and will need
to use these tools if he expects to halt the
march of today’s inflationary recession.

‘We all deplore the charge that today’s
effort is a partisan one. It is not a ques-
tion of whether we are Democrats or
Republicans, it is not a guestion of who
wins or loses in November. The facts are
the people want and expect some action
to curb inflation, and if we are remiss in
not providing him the authority, then of
course the President can say he has no
power to act. Polls in our own district as
well as nationwide show a clear balance
of people in favor of wage and price con-
trols. Once again, it is nct a question of
partisanship or even how the polls may
read, but it is a question of what is the
best thing we can do for the economy,
and that means what is best for the
country.

Those who say we are trying to embar-
rass the President cause some of us to
question their sincerity in such a state-
ment. They forget the President has
appointed a Productivity Committee.
This should show that he is interested at
least in finding out about the facts of
inflation. Who can say we are trying to
embarrass the President by making avail-
able to him other tools which he may
either use or omit to use at his own
discretion?

Mr, HANNA. Mr. Chairman, I take
this time simply to point out something
that I think should not go unobserved:
that is, in providing these powers to the
President I trust that Members of the
House will not think we are going to be
in the position of the historical military
man who is always fighting the war that
is just over instead of the war that lies
ahead. And I see no reason to project
the possibility that the only way the
President can exercise his powers is to
set up an OPA a la the exercise experi-
enced in World War II but, rather, an
opportunity for tremendous innovation
and utilization of these powers in a flex-
ible manner; a use much more appropri-
ate to the conditions of the time.

Mr. Chairman, I would suggest that
since the President has already ap-
pointed a sort of oversight commission,
to aid and assist the effectiveness in
abating price and wage inflation, he
might set up some kind of quasi-judieial
board which could cite incidents of price
increases and bring those requiring it
to the board and have them indicate the
justification for such increases and to
prove such rises are not contributing to
inflation. In the case of a wage request
by a union, to bring certain demands
before such board to indicate that pro-
ductivity actually justified the increase
in wages and would not be a contributory
factor to inflation.

Mr. Chairman, this is only one in-
stance of the type of approach that
could be utilized. That does not neces-
sarily mean you are going to get into
any of the terrible conditions that have
been projected here as being potentially
possible,

Further than that, even if the Presi-
dent does not use the power, it does rep-
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resent in his arsenal of weaponry that
wonderful standby authority which
could be greatly needed.

Mr. Chairman, it is universally true
that when you get to the place where you
say to another person you either do this
or else, if you have not been in the posi-
tion to describe *“‘else,” you will be in the
position of the Irishman who was work-
ing on a railroad who came in muttering
very strongly and I asked old Mulvhille,
“What is the trouble?” “Mickey,” he
says, “it is that blathering skite down at
the roundhouse.” He says, “You know
what he said to me?” I said, “No.” He
says, “You are either going to do it this
way or else.” So I says %0 him, “Well, I
will take ‘else.’ She is not such a bad old
girl.”

If you are not able to describe that
“else” is not such a bad old girl, there
is no sense in telling people that you
either do this or else. What this does is
tell the President that there is a suffi-
ciently unattractive “else” to persuade
acceptance of his first alternative, which
I am sure would be some degree of vol-
untary restraint.

Mr. WIDNALL. Mr. Chairman, I yield
3 minutes to the gentleman from Illi-
nois (Mr. ANDERSON) .

Mr. ANDERSON of Illinois. Mr. Chair-
man, I was very interested to listen
earlier this afternoon to the remarks of
the distinguished chairman of the com-
mittee in which he disclaimed any inten-
tion of being partisan in what he had to
say. Come now, Mr. Chairman, I think
we ought to be very candid and not be
disingenuous to the point of failing to
admit what we are doing here this after-
noon here on the floor of the House of
Representatives.

Mr, Chairman, it seems to me as I read
the report, the majority report of the
committee, if the chairman of the Demo-
cratic Committee, Mr. Larry O’Brien,
needs a new writer, I would suggest that
he secure the services of whomever wrote
the majority report. Some of the smog
that infects Washington and the eastern
seaboard has certainly permeated this
Chamber, because there is certainly bet-
ter scholarship at the committee table
on the majority side of the aisle. I see
some of my dear friends over here who I
regard very highly. I am sure they are
very competent in their own right and
they know better than to suggest that
the conditions that pertain today are not
the conditions that warranted price con-
trols in World War II, when 50 percent
of our GNP was going into the war effort
or during the Korean war when a much
greater percentage of our GNP was in-
volved. The conditions are simply not the
same,

Now, I am led to ask for this time
mainly because of my interest in what
the gentleman from California (Mr.
Hanwa) just said about the language of
the bill, section 202 of the Presidential
authority and I wonder just exactly what
that language does imply.

Does it imply willingness or a desire
of the Members on the Democratic side
of the aisle to really get to the heart of
the problem, to be selective in the ap-
plication of controls to the kind of “cost-
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push” inflation that is really confront-
ing the country or, to use the words of
the chairman just a few moments ago,
do they just want a shotgun in the cor-
ner that we are simply going to spray
across the entire landscape? If we do,
we will not solve the problem.

But I for one am concerned about
some of the real reasons for inflation in
our economy today. One of the contrac-
tors in my district called me on the tele-
phone literally in desperation the other
day and told me that the operating en-
gineers were picketing his front door and
shutting him down at a cost of $5,000 a
week to his business because he would not
sign a contract increasing wages from the
present $6.40 an hour level to $11.05 an
hour that the operating engineers
wanted.

By December 1, 1972, under that con-
tract—and I suppose maybe it has al-
ready been signed by the time I deliver
these remarks on the floor—those fellows
who drive the end loaders and the oper-
ating equipment are going to be under
a contract that will give them $11.05 an
hour by December of 1972.

These are the things we talked about
the other day when we said we are pric-
ing the average American out of the
market for a home. We have gotten to
the point where 60 percent of the peo-
ple in the country now cannot afford a
house any more because of the inflated
costs.

The CHAIRMAN. The time of the gen-
tleman has expired.

Mr. WIDNALL, Mr. Chairman, I yield
1 additional minute to the gentleman
from Illinois.

Mr. ANDERSON of Illinois. Mr. Chair-
man, if you want to write a bill, to bring
some meaningful legislation on the floor
of this House, if you want to attack the
“cost-push” inflation instead of just in-
dulging in some political gamesmanship,
then give us that kind of legislation. I
for one will stand up here in the well of
this House and support such a bill, and
will vote for it.

But do not suggest with this kind of
legislation, and after reading the report,
that there is anything in it other than
the most blatant—blatant—partisan-
ship; that the majority are tryin_ to do
anything other than write a little sce-
nario for the election campaign in 1970.
I for one do not believe the American
people are going to be fooled by it.

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

Mr. ANDERSON of Illinois. I yield to
the gentleman from Kansas.

Mr. WINN. Mr. Chairman, is the gen-
tleman aware that in the construction
industry today in Kansas City that the
common laborers are asking a 138-per-
cent increase over a 3-year period of
time?

Mr, ANDERSON of Illinois. I was not
aware of that precise figure, but is cer-
tainly illustrates the point I tried to
make earlier.

Mr. PRICE of Illinois. Mr. Chairman,
the stabilization of the American econ-
omy must remain of utmost concern to
us. Last year we took a positive step in
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granting the President the power to con-

trol interest rates and regulate credit.
Unfortunately, the administration did
not take advantage of this given au-
thority and the unstable conditions that
have plagued this country have not been
alleviated.

The policies of this Nation must be
changed. All facets of the economy have
been adversely affected. Unemployment
remains high; there is a crisis in hous-
ing; home mortgage interest rates are at
a new high. Inflation must be brought
under control; the recession in other
sectors must be ended.

Title IT of this bill gives the admin-
istration discretionary authority to issue
orders to stabilize prices, rents, wages,
and salaries. This power, coupled with
the authority granted last year, could
enable the President to cut inflation
while, at the same time, guard against
a worsening recession.

The state of the economy will not im-
prove unless the administration makes
an effort to accomplish this. Since the
President has not requested the neces-
sary authority, we must take the initia-
tive and grant him the tools that can
restore the confidence and the stability
in the American economy.

Mr. LEGGETT. Mr. Chairman, today
we are considering a bill which gives the
President the power to really attack in-
flation and stop it in its tracks without
the solitary reliance on measures that
deliberately flirt with recession. For the
first time in our history, we are suffering
inflation and recession simultaneously,
up till now thought impossible. The
stringent monetary and fiscal policies of
the administration, intended to combat
inflation, instead have stagnated the
economy. Unemployment is up well above
5 percent nationally. Minorities and the
young are hardest hit. Our GNP which
had shown steady dramatic growth since
the early sixties, has leveled off and there
may even be an absolute decline unless
there is a change in policy. The construc-
tion loan and credit market, because of
deliberate policy decisions on the part of
the administration, for all practical pur-
poses, is closed to the vast majority of
Americans, especially those who most
need the help. In the bond market, in-
terest rates have risen from 414 percent
to 9 percent in 18 months. Long-term
mortgages, in every State, are now at
least 914 percent. Increased unemploy-
ment, a liquidity squeeze in the credit
market, an outright depression in the
construction industry, these are the re-
sults of the administration’s sole reli-
ance on restrictive monetary and fiscal
policy. These are policies which most
hurt those who have already been most
affected by inflation: the poor, the un-
employed, those on fixed incomes. These,
we are told, are the inevitable side effects
of the fight to stop inflation.

I think it is obvious by now that the
fight to end inflation is not to be won
without new tools, new weapons in the
fight. The Consumer Price Index and the
Wholesale Price Index have continued
their steady rise. This month saw the
greatest rise in the Wholesale Price In-
dex in 6 months 0.6 percent.
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This bill gives the President another
policy tool, the discretionary power to im-
pose wage, salary, price and rent con-
trols for a limited time, Many have long
urged the President to adopt this policy.
Polls show the people favor this method
of stopping inflation, allowing the eco-
nomy to cool off. This policy will not hurt
the poor, the unemployed or those on
fixed incomes. It will not impose an un-
due burden on one segment of the popu-
lation. In conjunction with the discre-
tionary power to selectively control
credit, which was given to the President
last December, this measure offers an
;lltematlve to what we have been see-

g.

I hope the situation improves and
there is no need to impose wage, salary,
price and rent controls immediately.
However, with any more months like
July, in which the wholesale price rise
accelerated, the controls will surely be
useful and should be imposed.

Our Nation cannot suffer through a
recession without sacrificing the goals we
have set for the future, We cannot af-
ford to follow a policy which deliberately
induces economic decline. This bill al-
lows the President to follow an alterna-
tive path and really come to grips with
the problem of inflation.

Mr. DERWINSKI. Mr. Chairman, in
discussing the proposed legislation on
wage-price controls, I think it is impor-
tant to view it from the perspective of
the average American worker, for we
must remember that he is the one who
will be most directly affected by such
controls.

A man who has worked hard and is due
for a raise can be expected to resent a
freeze on wages or a reduction of his
raise. This is especially true when a
worker has seen others receive substan-
tial raises a few months ago—when in-
flation was at its peak—yet, no action
was taken at that time. The institution
of such controls at this time, when in-
flation is slowing, would almost condone
excessive wage demands. Furthermore,
wage controls might cause many work-
ers to leave their jobs to seek higher
paying positions elsewhere and this
would not be beneficial for the estab-
lishment of a stable job market. Or
would proponents of controls also freeze
people in their jobs?

To many workers, the imposing of
wage and price controls represents an
intrusion by the Government, and an at-
tempt to manage their way of life.

Think how you would feel if you were
told that your raise had to be restricted
because of Government controls on
wages, and then you went home and read
that the Congress had not controlled
Federal spending in line with the Presi-
dent’s request.

The blame in such 8 case would rest
upon the Democrats, those here in Con-
gress.

Such a reaction can hardly be unex-
pected, for a restriction on wages and
prices would seem to strike at the very
core of our own free enterprise system.
Our Government has many ways in
which it can help to balance the econ-
omy—but to resort to wage and price re-
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striction would seem to admit failure on
the part of the Congress to effectively
meet its responsibilities.

There are sound, encouraging signs in
the economy. If we now decide that it is
time to impose such controls, then I do
not see how we can expect any feeling
other than resentment.

Therefore, in all fairness to the Amer-
ican worker, I feel that now is not the
time to restrict his wages, and I strongly
oppose the proposed legislation for wage
and price controls.

Mr. ROUSSELOT. Mr. Chairman, I
wish to state that, although I could not
be present on the floor of the House to
vote on consideration of H.R. 17880, the
Defense Production Act Extension and
Economic Stabilization Act, I am firmly
opposed to attempts to force on the Pres-
ident unwanted discretionary authority
to impose wage and price controls. Had I
been able to be present for the debate,
my vote would have reflected my view
that I will have no part of any attempts
to put the administration in an em-
barrassing position on this matter. Wage
and price controls are not consistent
with my concept of the proper function-
ing of our free enterprise economy based
upon private initiative. Therefore, I favor
the administration programs for con-
trolling inflation; that is, reducing un-
necessary and inflationary Government
spending, and I do not favor any action
in title IT of H.R. 17880 which would
enact a freeze on wages and prices.

Mr. BOGGS. Mr. Chairman, HR.
17880 granting the President discretion-
ary authority to freeze prices, rents, and
wages is a measure of unique impor-
tance. Its passage will mark this as one
of truly great historic significance. I am
confident that when economic historians
of the future view this occassion, they
will place it alongside the Revenue Act
of 1964 as an outstanding example of the
implementation of modern economic
thought by the Congress,

Six years ago the Congress following
some 20 years of urging by economists,
placed its stamp of approval on the new
economics. The 1964 tax legislation had
as its primary objective the deliberate
creation of a large budgetary deficit.
Those of us who fought for its success-
ful enactment argued that only through
such a stimulative fiscal policy could the
economic stagnation inherited from the
1950’s be cured and full employment at-
tained. The Nation’s economic develop-
ment subsequent to 1964 more than ful-
filled the prophiesies of success which we
supporters of the legislation had made.
The deliberately created budgetary def-
icit resulted in a remarkable expansion
on the part of the private sector of our
economy. The gross national product
literally leaped upward. Full employ-
ment was achieved within a relatively
short time. Tax revenues greatly in-
creased, yielding a surplus for new and
expanded social welfare programs.

Mr, Chairman, title II of H.R. 17880 is
in effect complementary to the Revenue
Act of 1964. As Congress, in passing that
measure belatedly but I believe once and
for all, assigned to the intellectual gar-
bage can many traditional but archaic
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concepts of the budegtary process, so the
House today by providing the President
with discretionary authority to establish
a price-wage freeze will take official cog-
nizance of newer insights and tools in re-
gard to inflation which have been devel-
oped by the more modern and sophisti-
cated practitioners of economic science.

Mr,. Chairman, the past year and a half
has witnessed the utter and unqualified
failure of traditional monetary and fiscal
policies to reverse the infiationary spiral.
Not only has the administration failed to
stop inflation, latest figures on the cost of
living indicate that prices rose in the first
6 months of this year at a 6 percent an-
nual rate, but of equal significance its
application of a tight money policy has
brought on a recession. The gross na-
tional product has failed to grow for the
first time in a decade and unemployment
is now officially recorded at a million
higher than when President Nixon as-
sumed office. Administration spokesmen
concede that a further rise is in prospect
for the near future.

The effort by this administration to
counter the type of inflation we are now
experiencing by tight money and high in-
terest rates is regarded by modern econ-
omists in much the same way that pres-
ent day physicians view the 18th century
practice of bloodletting. As physicians
must utilize different drugs to combat
different viruses, so must we stand ready
to combat inflation of different origins
with specific remedies. Traditional “de-
mand-pull” inflation lends itself to con-
trol by traditional fiscal and monetary
policies. President Nixon's administra-
tion, however, in employing these weap-
ons under current conditions fails to
recognize that our present inflation bears
none of the characteristics of demand-
pull inflation. The latter is invariably the
result of shortages in manpower and pro-
ductive capacity. We possess a super-
abundance of both at the present time.
Unemployment is high and rising, while
unutilized plant capacity is at its highest
level in many years.

Mr. Chairman, the Nation is now in the
grips of what economists term *“‘cost-
push” inflation. The bulk of price rises
today emanates from the monopolistic or
semimonopolistic giants which dominate
such a significant portion of the Ameri-
can economy. So strong are these monop-
olies, so great are their internal finan-
cial resources that they are all but im-
mune from the effects of a restrictive
monetary policy. The prices they choose
to charge are not set by the traditional
supply and demand forces of the market-
place, but rather theirs is an admin-
istered price structure set on the basis of
what the traffic will bear. As they raise
their prices ever upward, organized labor
is then compelled to ask for higher wages
and an ever escalating spiral of inflation
ensues.

Mr. Chairman, there is only one way
that that spiral can be terminated. Let
us give the President the type of author-
ity contained in H.R. 17880 to freeze
prices and wages. He will then be in a
position to shield the American people
against that cruelest tax of all—un-
bridled inflation.
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Mr. BLATNIE. Mr. Chairman, I give
my support in general to H.R. 17880 but
will limit my remarks to title IT of that
bill known as the Economic Stabilization
Act of 1970.

Inflation has been growing like a tidal
wave and unless stopped by firm action
in the form of wage-price controls we
all will be carried away when the wave
finally breaks.

The normal remedies of fiscal and
monetary control have been tried and
found wanting. They must be supple-
mented by wage-price controls. The years
1962—66 saw inflation held down to some-
thing like 1 percent a year, The year 1967
saw our dropping of wage-price guide-
lines, a drastic increasing of Vietnamese
aid, and resulting increase in inflation,

The cost of living in 1969 was up 614
percent—the highest increase in 18 years;
wages showed a slight average increase—
but average take-home pay showed a de-
crease. And in 1970, ignoring for a mo-
ment the high rates of interest and
unemployment, the cost of living is ap-
proaching 7 percent,

Mr. Nixon waved the magic wand of
rhetoric on June 17. We all admit that
his words gave hope to our ears, but his
actions have given nothing to our pocket-
books. Unemployment is still up, prices
are still rising, interest is still exhorbi-
tant and the same problems are still
with us.

Mr. Nixon gave us what appears to be
remedies—but after we have seen them
in action—they look more like problems,
In fact, one of his measures seemed to
anticipate the failure of all the others.
He asked for a bill enlarging unemploy-
ment insurance coverage, which, while
good in itself, seemed to accept the fail-
ure of his other economic paraphernalia.

Mr. Nixon asserted that he “would not
take this Nation down the road of wage
and price controls” and that wage and
price controls “rob every American of a
very important part of his freedom.”
With the possible exception of Mr. Nixon,
the rest of us surely would feel unsafe
traveling a road without its speed limit
signs or warning markers, where the only
freedom preserved was that of reckless
driving.

Mere exhortation to the economy are
as words written by the sand—washed
away with the next wave of inflation. It
is by wage-price controls passed into law
that men can stand erect against the
rising inflationary tides.

The present issue is subtle but serious.
Political democracy cannot flourish
under all economic conditions. Economic
decisions are mirrored in the political
world and as such political democracy
demands an economic system that sup-
ports the ideals of liberty and equality.
An inflationary democracy will inflate
democracy away. The German people
under the Weimer Republic soon found
rampant inflation to be the parent of
revolutionary dictatorship. The working
middle class and those with fixed in-
comes were subverted. Revolutions are
not made by laws, but by their perver-
sion or by their absence.

All age groups are affected—each in a
different way. Young married couples
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are finding it very difficult if not im-
possible to obtain a home loan. They also
have been scared away by high interest
rates and this has to be considered a
major factor in the sagging housing in-
dustry.

On the general matter of inflation Mr.
Nixon has tried to give the housing in-
dustry the appearance of health by in-
cluding mobile homes in tabulating the
number of units constructed—a dubious
first for any administration. By the time
a working-class family pays the prin-
ciple and interest on a $20,000 house it
has spent $55,000. Average families have
to take their chances either with usu-
rious interest rates on mortgage pay-
ments or pollution problems from over-
crowded cities.

These high loan rates effect not only
individuals but our State and local gov-
ernment as well. Muncipal bonds—tax-
exempt, it may be added—are marketed
at a 7.5-percent yield which is double
the rate of last year. This means that
schools, firehouses, streets, and desper-
ately needed sewage disposal plants are
either deferred or not built at all.

In fact—present interest rates antici-
pate built-in inflationary increases and
so they are abnormally high—thereby
both anticipating and helping inflation.
It is only by breaking this cycle with
strong governmental action that wages
and prices will be guided by figures that
represent production and not inflation.

In order to insure justice for our el-
derly citizens, Congress has had to in-
crease social security payments, Many of
these would not have been necessary had
not inflation been with us. The insurance
policies—saved over the period of a life-
time—have their benefits robbed by in-
flation.

Those in their middle years are becom-
ing more and more desperate in their
search for financial security. Mutual
funds are becoming less and less attrac-
tive as a “hedge” against the future for
two reasons: First, the general instabil-
ity of the stock market; and second, in-
flation shows no signs of slowing down.
In an effort to offset this they may then
stretch their loan ability dangerously
thin by buying land, a cottage, or another
type of investment. But the unemploy-
ment rate is ever creeping into this area
and so these solutions may not prove
workable.

Last year I held hearings on Congress-
man Reuss’ bill about wage-price guide-
lines; and if Mr. Nixon had acted last
year that is all that would be needed—
guidelines. He has let the situation de-
teriorate and so now we need stronger
medicines—medicines that might be a
little more bitter to the taste than guide-
lines—but medicine that is necessary if
we are to put on the brakes on an over-
heated, accelerating, inflationary spiral,
in order to restore economic health.

It would have taken some courage to
set wage-price guidelines. It is going to
take even more courage to set wage and
price controls. If Mr. Nixon likes to work
in a crisis situation he certainly has one
now. The sad part about it is that all this
could have been prevented.

Mr. Nixon’s poliey of wait and see has
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turned into one of wait and talk. This
does nothing for the common good, In
view of the Presidential talkathon, Con-
gress, as servant of the people and sen-
tinel over their rights, liberties, and hap-
piness, ought to act for the common good
by passing appropriate and proportionate
legislation.

The legislation ought to cover the en-
tire countryside of inflation. To only trim
the weeds out of the cornfield while ig-
noring the growth elsewhere is unjust as
well as ineffective.

If sacrifices are tc be made it is only
fair to ask that they be made by all
those concerned. There can be no favor-
itism at a time like this. The AFL-CIO
Executive Council on the National Econ-
omy, has, in its policy statement of May
12, 1970, adopted a similar position con-
cerning governmental direetion:

The AFL-CIO will cooperate, so long as
such restraints are equitably placed on all
costs and incomes—including all prices,
profits, dividends, rents and executive com-
pensation, as well as employees’ wages and
salaries. We are prepared to sacrifice as much
as anyone else, so long as there is equality
of sacrifice.

In the matter of wage-price guide-
lines—Mr. Nixon has showed a particu-
lar unwillingness to cooperate. In this,
Mr. Nixon may soon be standing quite
alone. Some of the President’s own tribe
are beginning to have doubts. Admin-
istration appointee Arthur F. Burns,
Chairman, Board of Governors of the
Federal Reserve System, admitted on
May 18, 1970, to the American Bankers
Association that—

‘We should not close our minds to the pos-

sibility that an incomes policy, provided it
stopped well short of direct price and wage
controls and was used merely as a supple-
ment to overall fiscal and monetary meas-
ures, might speed us through this transi-
tional period of cost-push Inflation.

That was Mr. Burns over 2 months ago.
Well, the situation is worse. But even
that statement, although reserved, is
quite telling in view of Mr. Burns' posi-
tion. As previously mentioned, the AFL—
CIO was for wage-price guidelines, as
long as there was equality of sacrifice.
This chorus extends across the ocean,
for on June 8, the Bank for Interna-
tional Settlements urged the Nixon ad-
ministration to adopt an incomes policy
or else the U.S. inflation could set off a
severe worldwide recession.

We find wage-price guidelines in West
Germany, Canada, the Netherlands,
Great Britain, Austria, Belgium, Den-
mark, Norway, and France. The tradi-
tional weapons against inflation—tight
money and a right fiscal policy—are not
working. They have to be supplemented
with wage-price controls.

Let us consider objection to wage-price
controls.

The free market system is in jeopardy.
There are some who say this whenever
the government even so much as casts
an eye at the economy. But Adam Smith
in the “Wealth of Nations” said as far
back as 1776 when the role of govern-
ment was smaller, that the government
ought to set a legal limit on interest
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rates. Perhaps the conservatives ought
to read their own books.

This is a move by the Democrats to
embarrass Mr. Nixon. The country is
El.ll'eﬂ(LY embarrassed by its economic
condition and a President who shifts his
tactics from wait and see to wait and
talk, The countr;  cannot wait any more.

President Nixon has already said that
he does not want wage-price controls.
There is an old adage which says that
“he who would lead must serve.” No one
forced Mr. Nixon to accept the office of
President. When he accepted the office of
President from the American people he
also accepted its responsibilities. This is
no time to turn a deaf ear to the needs of
the people.

Congress ought to set wage-price con-
trols. This is a Republican smokescreen
designed to blur the responsibility of the
Executive. The Republicans often blame
the Democrats of running roughshod
over the Constitution by ignoring the
functions of the legislative, executive,
and judiciary. Well now here is the rub.
‘We Democrats want Congress to pass a
law and have the President enforce it.
The Republicans want Congress to pass
a law and Congress to enforce it. They
evidently do not place any faith in Mr.
Nixon.

Every wage and price increase will
have to be looked into. The prior state-
ment would be true only if there were no
known and posted wage-price limits.
Imagine a road without any signs. Those
who wanted to promote harmony would
either have to go to the road department
and ask for the law, or the road depart-
ment would have to tell each one indi-
vidually—truly a cumbersome process.
On the other hand, since the Govern-
ment failed to post any signs it could
only say that “Jones” was speeding; it
could not, without injustice, do anything
about it. A government is despotic which
would hide rules from its citizens.

Not all wage and price inereases will
be stopped. If this kind of reasoning
were taken seriously, then courts should
shut their doors, “because not all crim-
inals are caught.” Congress might be
criticized for not acting, but not because
human beings carry out the laws.

They are ineffective—The record
shows that from 1962-66 wage and price
guidelines played their part in limiting
inflation to 1 percent a year. After their
demise we saw inflation rise. Besides, the
AFL~CIO, it will be recalled, showed a
favorable disposition toward guidelines,
and believed them to be effective.

They are not voluntary in origin—If
the AFL-CIO calls for guidelines, if the
representatives of the people call for
guidelines, if the free market price of
May 25, 1970, is used as a base, if adjust-
ments are allowed to prevent gross in-
equities, then, if this is oppression, we
need more of it.

Inflation has implications that reach
deep into the very heart and fiber of
American life. If we are to preserve our
democracy then we cannot allow it to be
inflated away by an unwise or a do-
nothing policy.

The above measures I outlined are
clearly within the powers of Congress.
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Another source of inflation, however, is
the Vietnamese war, which is presently
in the hands of the President. And so for
a while, the President must wage this in-
flationary battle alone.

In his speech, Mr. Nixon bravely as-
serted that American “import policy will
be reviewed to see how supplies can be
increased to meet rising demands, with-
out losing jobs here at home.” But it
seems that the cattlemen have both the
“bull” and the American public by the
horns, for Mr. Nixon has reduced by 60
million pounds the amount of meat im-
ports suitable for hamburger, hot dogs,
and other such meat products. The
American housewife knows what this
means. And this move certainly did not
make any friends in the countries so af-
fected. These and other moves were re-
flected in the wholesale price index re-
leased just a few days ago. Of course,
there was another increase—this time
the highest in 2 months.

The drapery is pulled back, Mr. Nixon.
We have heard your words, and where
you have acted, we have seen your deeds.
They are a study in inconsistency.

The American people deserve more,
and a responsible Congress must give it
to them, as we here propose to do.

Mr. ASHLEY. Mr, Chairman, I rise in
behalf of H.R. 17880, the Defense Pro-
duction Act, legislation which I spon-
sored with 11 other Democratic mem-
bers of the House Banking and Cur-
rency Committee.

Extension of the Defense Production
Act is not controversial, but a consider-
able divergence of views surrounds two
amendments that were adopted by the
committee and give rise to the measure
before us.

These amendments have to do with
the question of whether and when the
Comptroller General and others shall
promulgate regulations establishing uni-
form cost-accounting standards for de-
fense contractors. We, the 11 original
sponsors of this legislation, felt this was
necessary in order to reduce the massive
cost overruns, late delivery and nonper-
formance that have been associated with
military procurement. I want to make it
clear that I favor a uniform cost-ac-
counting procedure.

During the committee session it be-
came apparent that a majority of the
members favored a standard system of
accounting for defense contractors but
were reluctant to authorize the Comp-
troller General to promulgate regulations
in the absence of further congressional
review and approval of the standard ac-
counting system., During the discussion
and parliamentary proceedings that
evolved, a motion to strike the standard
accounting system requirement was of-
fered. Had this amendment not been
adopted, the title on uniform cost-ac-
counting procedures would have been
eliminated entirely in our committee.
Adoption of the amendment afforded the
gentleman from California (Mr. REgs)
the opportunity to offer an amendment
establishing a commission headed by the
Comptroller General to report back to
the Congress within 1 year with specific
recommendations for implementing a
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standard system of accounting for de-
fense contractors. Recognizing that the
votes were not available to pass the lan-
guage as originally introduced by me and
others, I voted to preserve the principle
involved which assures further con-
sideration by Congress next year.

Title II, which is designed to help end
the wage-price spiral and to stabilize
the cost of living, was adopted by the
Comimittee without amendment, as of-
fered by the original sponsors. This title
grants the President authority to issue
such orders and regulations as he may
deem appropriate to stabilize prices,
rents, wages, and salaries at levels not
less than those prevailing on May 25,
1970. The authority would expire Feb-
ruary 28, 1971.

Mr. Chairman, the Nation needs to
eliminate exorbitant cost overruns in our
defense industry and the establishment
of uniform cost accounting will help
achieve this purpose. Equally pressing is
the need to stop inflation and restore
stability in our economy. The stand-by
Presidential authority to impose tem-
porary controls can contribute much to
this end.

Mr. GONZALEZ. Mr. Chairman, in
considering the question of establishing
uniform cost accounting standards for
use on Government contracts, Members
of the House must deal with the problem
that faces all generalists in an age of
specialization, We are dealing with a
subject—cost accounting—that is highly
technical. It involves a great deal of
latitude in judgment and interpretation.
Only a few of us are qualified to pass on
detailed questions of accounting tech-
niques and formulae. I am sure that both
the opponents and proponents of this
measure can raise sophisticated technical
questions that we in the House do not
know how to answer.

Therefore, in dealing with this ques-
tion, we have to rely on our own ac-
counting experts—the Comptroller Gen-
eral and his stafi—as well as our general
knowledge of the defense contracting
situation. After considering the Comp-
troller General's report on uniform cost
accounting standards as well as some
basic facts of life about defense procure-
ment, I have concluded that uniform
cost accounting standards are essential
for economy in defense contracis

As you know, Mr. Chairman, the
Comptroller General, after an 18-month
study by his own staff, and consultations
with the Defense Contract Audit Agency,
prominent accounting professors, and a
large number of industrial concerns,
concluded that uniform cost accouating
standards are both feasible and desirable
for defense contracts. Of course, I am
aware that spokesmen for the defense
industry have disagreed with this con-
clusion. But when Congress' own ac-
countant, whose only interest 's the pub-
lic interest, makes a recommecndation on
an accounting matter, I am inclined to
follow his advice, Moreover, some general
truths about defense contractinz indi-
cate that uniform cost accounting stand-
ards are needed. No one can contest the
fact that we need to make great improve-
ments in procurement procedures for de-
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fense equipment. It is elementary that
any Government agency spending $40
billion a year for its equipment must
have an accurate picture of where its
$40 billion is going. Without uniform
cost accounting standards the Defense
Department cannot get an accurate pic-
ture.

The result is that we are spending
more than we should for defense equip-
ment. How much more is debatable; but
almost everyone agrees that the lack of
uniform cost accounting standards is
costly. Admiral Rickover, a man whose
judgment and estimates I have come to
respect over the years, has determined
that $2 billion per year could be saved
by the use of such standards. Mr. J. S.
Seidman, a partner in a New York ac-
counting firm, arrived at roughly the
same figure in an independent estimate.
The Comptroller General of the United
States while not suggesting a particular
dollar figure, has stated that uniform
cost accounting standards would result
in a substantial savings to the Govern-
ment. Mr. Chairman, I may not be able
to understand all the technical account-
ing questions involved in this bill, but I
can understand saving $2 billion.

But even if there were no savings di-
rectly attributable to uniform cocst ac-
counting standards, I would favor the
bill, because it seems right to me. It
seems right to me that the Government
should know what profits its contractors
actually earn on Government contracts.
It seems right to me that, on sole source
procurements where there is no competi-
tive pressure to keep the price down, the
Government should have some basis for
determining whether the contractor’s
proposed price is reasonable or whether
it is exorbitant.

In his report on the need for uniform
cost accounting standards, the Comptrol-
ler General listed 120 separate cases
where contractors had taken advantage
of the present flexibility in accounting
on Government contracts. These cases
reported inc'dents of charging the Gov-
ernment twice for the same work; hid-
ing unallowable direet costs and over-
head charges; charging civilian business
ccsts to defense contracts; failing to
credit the Government with refunds
and discounts to which it was entitled. It
does not seem right to me that such prac-
tices should be allowed to continue, par-
ticularly where the taxpayers’ money is
involved. The Comptroller General found
thit unifcrm ccst accounting standards
cculd help guard against these practices.

Admiral Rickover recently told the
Committee on Banking and Currency
about a defense supplier who has in-
creased the price of a particular com-
ronent used on nuclear submarines by
400 percent within 6 years. This contrac-
tor has not revealed the basis for the cost
increase; since there is no competition for
this component, the Government has
no grounds to determine whether the
increase is justified or not. And with-
out uniform cost accounting standards
the Government can obtain no informa-
tion with which to negotiate a more rea-
sonable price.

There is a fundamental issue of prin-
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ciple running through all these examples.
It is this: The Government ought fo
know the actual cost incurred and the
actual profits earned by the contractors
who reap the benefits of $40 billion per
year expended on the military budget.
Because I believe in this principle, be-
cause I believe in saving money for the
taxpayers, and because I believe that we
should take the Comptroller General's
word for it when he speaks on account-
ing matters, I urge Members of the
House to support the provision calling for
uniform cost accounting standards to be
used on defense contracts.

Mr. BINGHAM. Mr, Chairman, I want
to commend the chairman and majority
members of the Banking and Currency
Committee for their dedicated work on
this legislation, the Defense Production
Act extension, and particularly for the
defense cost accounting and economic
stabilization provisions. The tragically
wasteful record of defense costs and cost
overruns that this Nation has experienced
over the past decade requires firm re-
medial action. It is clear that these cost
overruns contribute in a major way to
the punishing inflation that currently
plagues the American public, so I think
it is most fitting that wage, price, and
rent control authority should be a part
of this legislation.

My major disappointment about this
bill is that it leaves the whole matter of
imposing these controls in the hands of
the President, who has indicated he will
not use them.

I am persuaded that an immediate
freeze on wages and prices would do a
great deal to curb inflation and ease the
economic pinch that so many middle and
lower income families are experiencing.
However, in order to avoid re-creating a
huge OPA-type bureaucracy, the freeze
should be limited to major corporations
whose prices have a major effect on the
economy. Similarly, the freeze on wages
should be limited to those situations
where wages are set by national collec-
tive bargaining. Such a limited program
of wage and price controls, which has
been recommended by Ambassador John
Kenneth Galbraith and a number of
other prominent economists, would have
the advantage of terminating the major
inflationary pressures in the economy
without imposing undue hardships on
smaller businesses.

I have come to this conclusion relue-
tantly, Mr. Chairman, because I remem-
ber along with most Members of this
body, how much the controls imposed
during World War II and the Korean war
were despised, and how difficult they were
to administer. But the impact of the cur-
rent inflation can no longer be tolerated.
In a questionnaire I sent to the registered
voters in the 23d District of New York
last May, 54 percent responded favorably
to the idea of imposing wage and price
controls as a means of bringing the econ-
omy under control, and similar support
appears to exist across the country.

Unfortunately, the economic stabiliza-
tion provisions of the bill before us will
not put into effect the immediate limited
wage and price freeze for which so many
Americans are hoping. This bill is a step
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in the right direction, and for that reason
I intend to support it. But I do not feel
that the American public should be de-
ceived about what this bill does. As I have
already pointed out, giving the authority
to impose wage, price, and rent controls
to the President, as this bill does, will
almost certainly accomplish nothing.

I feel, therefore, that the Congress and
the public should regard this legislation
only as a first step toward wage and price
controls, and that the Banking and Cur-
rency Committee should consider addi-
tional legislation that would go beyond
what is in this bill. With that in mind I
recently introduced legislation—H.R.
18618—which would establish an inde-
pendent board of economic experts with
authority to impose a wage and price
freeze. This or similar legislation, com-
patible with the provisions of the bill now
before the House, providing assurance of
firm action to control wages and prices
should be the next order of congressional
business.

I have also recently introduced legisla-
tion to establish an excess war profits tax
on industry for the duration of our mili-
tary presence in Indochina. Such a tax
goes hand-in-glove with the stronger
wage and price freeze legislation I have
introduced. Such measures were passed
within a few months after the start of
the Korean war. They are long overdue
in this war, and should also be high on
our agenda for Congressional action to
insure real economic stability.

Finally, in regard to the defense cost

accounting provisions of H.R. 17880, I
am pleased to note that ample provisions
have been included by the committee to
insure that undue hardships are not im-
posed on smaller contractors, and that
no attempt is made in this legislation to
impose inflexible standards on all con-
tractors. Nevertheless, I am convinced of
the need for uniform cost accounting
standards, and I do not agree with op-
ponents of this measure who argue that
existing requirements in the armed serv-
ices procurement regulations and else-
where are adequate. Too many instances
of excessive profits and scandalous cost
overruns in the defense industry have
been revealed recently to support such a
claim. Passage of this bill will effect sub-
stantial progress toward uniform cost ac-
counting and subsequent major savings
in our vastly overexpanded defense
budget, and it deserves enthusiastic sup-
port.
Mr. MONAGAN. Mr. Chairman, in view
of the economic difficulties which the
country faces today, we should support
H.R. 17880, the Defense Production Act
Amendments, which provide the Presi-
dent with discretionary authority to
freeze and thereby stabilize prices, rents,
and wages.

Current statistics clearly indicate that
the administration’s so-called ‘“game
plan” for rationalizing the economy is not
working. The twin evils of inflation and
recession continue to plague the country.
Only recently the Labor Department re-
vealed a sharp rise in prices for the
month of July. According to the prelim-
inary report for this month, the whole-
sale price index rose five-tenths of 1
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percent, the sharpest rise in wholesale
prices in 6 months. The July index figure
stands 3.8 percent above last year's July
figure.

While prices sharply climb, the level
of unemployment also continues to rise.
At the end of June, the Connecticut State
Labor Department reported that State
unemployment had risen 45 percent in
the past year and was now above the
national average. My own area, the Fifth
District of Connecticut, provides sober-
ing testimony to this fact. In Waterbury,
for instance, 8.8 percent of the labor
force are reported without jobs. The
Waterbury unemployment office dis-
bursed $915,527 for 18,046 weeks of un-
employment in June of 1970 compared
to only $363,836 for 8,076 weeks in the
same period of 1969.

These figures are startling. Such sta-
tistics do not begin to reflect the reper-
cussion of this unemployment in terms
of human dislocation. Whole families are
affected by having a breadwinner out of
work. All too often minorities are hurt
most. Those pecople who can least afford
an income loss are sometimes first to
be dropped from the payrolls. Nor do
these figures reflect the amount of over-
time pay which has been eliminated, a
lost source of income that many families
depend on. Inflation affects the wage
earner in other areas. The liquidity
squeeze has drastically reduced the
amount of capital available for every-
thing from home loans to student loans.
I learned recently that because of restric-
tion of assets the four largest banks in
Connecticut might not be able to provide
student loans for the coming year under
the guaranteed student loan program.

Clearly the economic slump must be
halted. The administration bears a heavy
responsibility to the Nation to do its
utmost to achieve economic stability
This, it has failed to do. In the first ses-
sion of this Congress, the House, with
my support, passed legislation which pro-
vided the President with machinery to
control credit transaction and interest
rates. On December 23, 1969, the bill was
signed into law, yet now, some 7 months
later, the President has still to take any
action under this law to stabilize the
economy. The situation has clearly
worsened in that time.

Passage of title II of the Defense Pro-
duction Act Amendments would make
clear the sense of the Congress that in-
flation be fought. Title II will give to
the President discretionary authority
until February 28, 1971, to control wages
and prices. This is standby authority to
be invoked by the President when and
if he determines economic conditions
warrant its use. It would permit the Pres-
ident to stabilize prices, wages, and rents
at levels of not less than those prevailing
on May 25, 1970.

When used in conjunction with the
previously granted authority to impose
selective controls over credit, title IT pro-
vides the President with an adequate and
effective means of controlling inflation
while providing for healthy economic
growth.

The time for stabilization has clearly
arrived. Our economy faces serious diffi-
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culties in all quarters, Too many people
are squeezed between unemployment and
inflation, The President should and must
take effective action, Title IT of this bill
will provide him with the necessary tools.

The selective credit controls given to
the President earlier plus the wage-price-
rent discretionary authority proposed in
this legislation will provide the President
with the appropriate measures to ration-
alize our economy.

Mr. PATMAN. Mr. Chairman, I have
no further requests for time.

The CHAIRMAN. Pursuant to the rule,
the Clerk will read the bill by title in-
stead of by section.

The Clerk read as follows:

EBe it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled.

TITLE I—DEFENSE PRODUCTION ACT
AMENDMENTS
§ 101. Extension of Act

Sec. 101. Section T17(a) of the Defense
Production Act of 1950 is amended by strik-
ing out “June 30, 1970"” in the first sentence
and inserting in lieu thereof “June 30, 1972".

SeEc. 102. Section 702 of the Defense Pro-
duction Act of 1950 is amended by adding
at the end:

“(f) The term ‘defense contractor means
any person who enters into a contract with
the United States for the production of ma-
terial or the performance of services for na-
tional defense.”

Bec. 103. Section T12(e) of the Defense
Production Act of 1950 is amended by strik-
ing out the words *, which shall not exceed
$100,000 in any fiscal year,.

Sec. 104. Title VII of the Defense Produc-
tion Act of 1950 is amended by adding at
the end thereof the following new section:

“SEc. T18. (a) The Comptroller General,
as an agent of the Congress, shall promulgate
cost accounting standards designed to
achleve uniformity and consistency in the
cost accounting practices followed by de-
fense contractors and subcontractors under
Federal contracts. SBuch promulgated stand-
ards shall be used by all relevant Federal
agencies and by defense contractors and
subcontractors in estimating, accumulating,
and reporting costs in connection with the
pricing, administration, and settlement of all
negotiated prime contract and subcontract
defense procurements with the United States
Government,

“{b) The Comptroller General is author-
ized to make, promulgate, amend, and rescind
rules and regulations for the implementation
of cost-accounting standards promulgated
under subsection (a). Such regulations shall
require contractors and subcontractors to
disclose in writing their cost-accounting
practices including methods of distinguish-
ing direct costs, and to agree to a contract
price adjustment, with interest, for any in-
creased costs incurred by the United States
because of the contractor’'s fallure to comply
with duly promulgated cost-accounting
standards or to follow consistently his dis-
closed cost-accounting practices in pricing
contract proposals and in accumulating and
reporting contract performance cost data.

“(c) The rules, regulations, cost-account-
ing standards, and modifications thereof
promulgated hereunder shall have the full
force and effect of law and shall become effec-
tive not less than thirty days after publica=-
tion in the Federal Register,

“(d) For the purpose of determining
whether the contractor or subcontractor has
complied with duly promulgated cost-ac-
counting standards and has followed con-
sistently his disclosed cost-accounting prac-
tices, the contracting agency concerned and
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the Comptroller General or any representa-
tive of elther shall have the right to examine
and make coples of any documents, papers or
records of such contractor or subcontractor.

“(e) (1) There shall be established in the
Office of the Comptroller General a Cost-
Accounting Standards Advisory Board of no
more than five members to be appointed by
the Comptroller General. The Board shall be
comprised of members both from the Federal
Government (with the consent of the head
of the agency concerned) and from outside
the Federal Government. One member shall
be selected by the Board as its Chairman.
The Board shall advise the Comptroller Gen-
eral in the preparation of cost-accounting
standards and of regulations implementing
such standards. The Board shall also review
promulgated standards and regulations and,
as it deems appropriate, make recommenda-
tions to the Comptroller General with respect
to such existing standards or regulations.

“{2) The Comptroller General may appoint
personnel from the Federal Government
(with the consent of the head of the agency
concerned) or from outside the Federal Gov-
ernment to serve on advisory committees and
task forces to advise the Comptroller General
and the Board in carrying out their functions
and responsibilities under this section.

“(3) Members of the Board and other ap-
pointees under this subsection who are of-
ficers or employees of the Federal Govern-
ment shall receive no compensation for their
services as such but shall continue to recelve
the compensation of their regular positions.
The appointment of Board members and
others under this subsection from outside
the Federal Government may be without
regard to chapter 51, subchapters III and
VI of chapter 53, and chapter 75 of title 5,
United States Code, and those provisions of
such title relating to appointments in the
competitive service. Appointees under this
subsection from outside the Federal Gov-
ernment shall receive compensation at rates
fixed by the Comptroller General not to ex-
ceed the rate prescribed for level V in the
Federal Executive Salary Schedule if serving
full time and not to exceed one two-hun-
dred-and-sixtieth of such rate for each day
of actual duty (inclusive of travel-time) if
serving on a part time or intermittent basis.
While serving on an intermittent basis away
from their home or regular place of business,
appointees under this section shall be al-
lowed travel expenses in accordance with
sectlon 5703 of title 5, United States Code.

“(4) The Comptroller General, after con-
sultation with the Chairman of the Board,
ehall have the power to appoint, fix the com-
pensation of, and remove an Executive Sec-
retary, without regard to chapter 51, sub-
chapters IIT and VI of chapter 53, and chap-
ter 75 of title 5, United States Code, and
those provisions of such title relating to ap-
pointment in the competitive service. The
Executive Secretary of the Board may be
pald compensation at a rate not to exceed
the rate prescribed for grade 18 of the Gen-
eral Schedule (6 U.S.C. 5332).

“(f) All departments and agencles of the
Government are authorized to cooperate
with the Comptroller General and the Board
and to furnish information, appropriate per-
sonnel with or without reimbursement, and
such other assistance as may be requested
by the Comptroller General.

“(g) There are authorized to be appropri-
ated such sums as may be necessary to carry
out the provisions of thls section.”

Mr. PATMAN (during the reading).
Mr. Chairman, I ask unanimous con-
sent that further reading of title I be
dispensed with, and that the title be
printed in the Recorp and open to
amendment at any point.
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The CHAIRMAN. Is there objection to
the request of the gentleman from
Texas?

There was no objection.

The CHAIRMAN. The Clerk will re-
port the first committee amendment.

Mr. MARTIN. Mr, Chairman, I make

the point of order that a quorum is not
present.

The CHAIRMAN, The Chair will
count.

Eighty-one Members are present, not
a quorum. The Clerk will call the roll.

The Clerk called the roll, and the
following Members failed to answer to
their names:

[Roll No. 246]
Edwards, Calif. O'Neal, Ga.
Edwards, La.
Erlenborn
Esch

Abbitt
Addabbo
Alexander
Anderson,
Tenn.
Annunzio
Ashbrook
Aspinall
Ayres
Baring
Barrett
Beall, Md,
Berry
Biaggl
Bingham
Blanton
Bolling
Brasco Hall
Bray Hansen, Wash.
Brock Harsha
Brooks Harvey
Broyhill, N.C, Hawkins
Burton, Utah Hays
Bush Henderson
Button
Caflery
Carey
Celler
Chisholm
Clancy
Clark Taf
Clawson, Del Teague, Calif.
Clay Teague, Tex.
Collins Tiernan
Conyers Tunney
Corbett Van Deerlin
Cowger Wampler
Cramer Watkins
Culver Watson
Cunningham Weicker
Daddarlo Wiggins
Davis, Ga. Wilson, Bob
Dawson Wilson,
de la Garza Charles H,
Dellenback Wolft
Denney Wyatt
Dennis Wydler
Dent Wyman
Devine Zion
Diggs Zwach
Donochue
Dowdy

O'Nelll, Mass.
Pelly
Pollock
Powell
Price, Tex.
Purcell
Quie
Quillen
Ralilsback
Rarick
Rees
Reid, N.Y.
Reifel
Rhodes
Riegle
Roudebush
Rousselot
Ruppe
Ryan
Scherle
Scheuer
Sebelius
Shipley
Slack
Smith, Calif,
. Bmith, Iowa
Snyder
Stanton
Stelger, Wis,
t

Eshleman
Evlns, Tenn.
Fallon
Farbstein
Fish

William D.
Foreman
Gallagher
Gilbert
Griffiths
Hagan

Montgomery
Murphy, N.Y,
Myers

Nix

Olsen

Accordingly the Committee rose; and
the Speaker having resumed the chair
(Mr. DeraNey) chairman of the Com-
mittee of the Whole House on the State
of the Union, reported that that Com-
mittee, having had under consideration
the bill HR. 17880, and finding itself
without a quorum, he had directed the
roll to be called, when 279 Members re-
sponded to their names, a quorum, and
he submitted herewith the names of the
absentees to be spread upon the Journal.

The Committee resumed its sitting.

The CHAIRMAN. When the Commit-
tee rose, title I had been read, and the
Clerk was about to report the first com-
mittee amendment.

The Clerk will report the first com-
mittee amendment.

July 31, 1970

COMMITTEE AMENDMENTS
The Clark read as follows:

Commiittee amendment: Page 1, line 5, in-
sert the following: “§ 101, Extenslon of Aet™.

The committee amendment was agreed
to.
The CHAIRMAN. The Clerk will re-
port the next committee amendment.

The Clerk read as follows:

Committee amendment: Page 1, line 6,
strike ""Sec. 101.".

The committee amendment was agreed

The CHATIRMAN. The Clerk will re-
port the next comittee amendment.
The Clerk read as follows:

Committee amendment: On page 1, line 7,
strike “June” and insert "“July”.

The committee amendment was agreed
to.

The CHAIRMAN. The Clerk will report
the next committee amendment.

The Clerk read as follows:

Committee amendment: On page 2, strike
line 1 and all that follows down through line
8 on page 6 and insert the following:

“§ 102, Definitions

“Section 702 of the Defense Production Act
of 1950 (50 U.S.C, App. 2152) Is amended—

“(1) by inserting ‘space,’ after ‘stockpil-
ing,’ in subsection (d); and

“(2) by adding at the end thereof a new
subsection as follows:

“(f) The term ‘defense contractor’ means
any person who enters into a contract with
the United States for the production of
material or the performance of services for
the national defense,

“% 103. Uniform cost-accounting standards

“Title VII of the Defense Production Act
of 1950 is amended by adding at the end
thereof a new sectlon as follows:

“COST-ACCOUNTING STANDARDS BOARD

“Sec. T19. (a) There is established, as an
agent of the Congress, a Cost-Accounting
Standards Board which shall be independent
of the executive departments and shall con-
slst of the Comptroller General of the United
States. who shall serve as Chalrman of the
Board and four members to be appointed by
the Comptroller General. Of the members
appointed to the Board, two, of whom one
shall be particularly knowledgeable about
the cost accounting problems of small busi-
ness, shall be from the accounting profession,
one shall be representative of industry, and
one shall be from a department or agency of
the Federal Government who shall be ap-
pointed with the consent of the head of the
department or agency concerned. The term
of office of each of the appointed members
of the Board shall be four years, except that
any member appointed to fill a vacancy in
the Board shall serve for the remainder of
the term for which his predecessor was ap=
pointed. Each member of the Board ap-
pointed from private life shall recelve com=
pensation at the rate of one two-hundred-
sixtieth of the rate prescribed for level IV
of the Federal Executive Salary Schedule for
each day (including traveltime) in which he
is engaged Iin the actual performance of
dutles vested In the Board.

*“(b) The Board shall have the power to
appoint, fix the compensation of, and remove
an executive secretary and two additional
staff members without regard to chapter 51,
subchapters IIT and VI of chapter 75 of Title
5, United States Code, and those provisions
of such title relating to appointment in the
competitive service. The executive secretary
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and the two additional staff members may be
paid compensation at rates not to exceed the
rates prescribed for levels IV and V of the
Federal Executive Salary Schedule, respec-
tively.

“(c) The Board is authorized to appoint
and fix the compensation of such other per-
sonnel as the Board deems necessary to carry
out its functions.

“(d) The Board may utllize personnel
from the Federal Government (with the con-
sent of the head of the agency concerned)
or appoint personnel from private life with-
out regard to chapter 51, subchapters III and
VI of chapter 53, and chapter 75 of title 5,
United States Code, and those provisions of
such title relating to appointment in the
competitive service, to serve on advisory com-
mittees and task forces to assist the Board in
carrying out its functions and responsibil-
ities under this section.

“(e) Except as otherwise provided in sub-
section (a), members of the Board and of-
ficers or employees of other agencles of the
Federal Government utilized wunder this
section shall receive no compensation for
thelr services as such but shall continue to
recelve the compensation of their regular
positions. Appointees under subsection (d)
from private life shall receive compensation
at rates fixed by the Board, not to exceed
one two-hundred-sixtieth of the rate pre-
scribed for level V in the Federal Executive
Salary Schedule for each day (including trav-
eltime) in which they are engaged in the
actual performance of their duties as pre-
scribed by the Board. While serving away
from their homes or regular place of busi-
ness, Board members and other appointees
serving on an intermittent basis under this
section shall be allowed travel expenses in
accordance with section 6703 of title 5,
United States Code,

“(f) All departments and agencies of the
Government are authorized to cooperate with
the Board and to furnish information, ap-
propriate personnel with or without reim-
bursement, and such financial and other as-
sistance as may be agreed to between the
Board and the department or agency con-
cerned.

“(g) The Board shall by June 30, 1971,
recommend to Congress cost-accounting
standards designed to achlieve uniformity
and consistency in the cost-accounting prin-
ciples followed by defense contractors and
subcontractors under Federal contracts. The
Board shall also recommend uniform bid
procedures and bid forms for Government
agencies to require to be used by all con-
tractors and subcontractors to whom the
recommended cost-accounting standards
would apply.”

Mr. PATMAN (during the reading).
Mr. Chairman, I ask unanimous consent
that further reading of the amendment
be dispensed with, and that it be printed
in the Recorb.

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

There was no objection.

AMENDMENT OFFERED BY MR. HANNA. -TO THE
COMMITTEE AMENDMENT

Mr, HANNA. Mr. Chairman, I offer an
amendment to the committee amend-
ment.

The Clerk read as follows:

Amendment offered by Mr., HAxNaA to the
committee amendment:

On page 9, line 18, after “1971,” add the
words “and each June 30 thereafter,”.

Mr. HANNA. Mr. Chairman, this is
simply to allow the reporting of these
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recommendations during the life of the
Board, which is set up for 5 years, to give
ample time for them to develop effec-
tive standards.

Mr. BROWN of Michigan., Mr. Chair-
man, will the gentleman yield?

Mr. HANNA. I yield to the gentleman
from Michigan.

Mr. BROWN of Michigan. Mr. Chair-
man, I thank the gentleman for yielding.

As I understand the amendment of-
fered by the gentleman from California
(Mr. HannA), he changes the date to
June 30, 1972, and after the date of
June 30, 1972, he adds “and each June 30
thereafter”?

Mr. HANNA. That is correct.

Mr. BROWN of Michigan. Mr. Chair-
man, I am sure there is no objection to
the amendment from this side of the
aisle.

Mr. HANNA. Mr. Chairman, I thank
the gentleman.

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

The CHAIRMAN, The question is on
the amendment offered by the gentleman
from California (Mr. HANNA) to the com-
mittee amendment.

The amendment to the committee
amendment was agreed to.

Mr. MINISH. Mr. Chairman, I move to
strike the last word.

Mr. Chairman, I would like to address
my remarks to title I, section 719 of the
legislation before us. This portion of the
bill deals with cost accounting and estab-
lishes a Cost Accounting Standards
Board, consisting of the Comptroller
General and four members appointed by
him.

Unfortunately, the authority of this
Board is restricted to recommending by
June 30, 1971, uniform cost accounting
standards for Federal negotiated de-
fense contracts. As originally introduced
by myself, Chairman Patman, and 10 co-
sponsors, this section included authority
for the Comptroller General to examine
a contractor’s books to determine com-
pliance with the standards and included
a provision that contractors disclose in
writing their cost-accounting practices.
Hopefully, these worthwhile provisions
will be restored to the bill before it is
signed into law.

Testimony before our committee by
Adm. Hyman Rickover brought home to
me, and I am sure, to other members of
the committee, the great importance of
thorough cost accounting. I should like
to quote from the distinguished Ad-
miral’s testimony on pages 235, 236, 237,
and 238 of the hearings:

In my work I find it is virtually impossible,
without spending months reconstructing
each supplier's books, to discover what
defense equipment really costs to manufac-
ture or how much profit contractors actually
make In producing it. The problem iz the
extreme variability of accounting practices—
the lack of uniform cost accounting stand-
ards. Costs on some contracts are not con-
sidered as costs on other contracts, Contrac-
tors price contracts under one accounting
system, yet charge their costs under a dif-
ferent accounting system. On most defense
contracts there is no requirement that the

26827

contractor keep meaningful cost records. In
these circumstances, it becomes virtually
impossible to determine true costs.

FIRM KEEPS NO COST RECOERDS

Admiral Rickover. I am presently negoti-
ating with one of the Nation's largest de-
fense contractors to procure equipment for
a nuclear powered submarine. The com-
pany’s quoted price is greater by a factor of
four than the price we paid the same com-
pany for the same equipment a few years
ago. I have tried to find the basis for this
large price increase, but it has been impos-
sible because the company claims to have no
adequate cost records for this piece of equip-
ment. The company says it did not keep
records of actual costs on previous orders.
Further, it refuses to keep cost records on
this order—records which would allow us to
determine whether the actual costs of man-
ufacture really support the large increase in
price,

This company is the only supplier of this
equipment, so the Navy has no alternative
but to pay the high price. Thus we will
never know what it costs to make equipment
or what profit the contractor is making. Yet,
this is one of the largest companies in the
United States.

Situations like this occur often. As a re-
sult, my staff and I spend far too much time
dealing with contracting problems. This
distracts us from our principal duty—the
development and application of nuclear
power for Naval ships.

My interest in accounting thus stems from
my professional responsibilities as a govern=-
ment official, as well as from my personal
concern as a taxpayer. The views I express
on this subject are my own and are probably
not those of my superiors.

For several years I have been arguing for
uniform accounting standards before various
congressional committees, But it was this
committee which, in 1968, took the initiative
by reporting out a bill requiring establish-
ment of uniform cost accounting standards
for defense contracts. That bill created an
uproar among industry associations, ac-
countants, and the Department of Defense.
Financial executives of company after com-
pany went on record stating that contrary
to the conclusions of your committee, uni-
formity in cost accounting was unreasonable,
infeasible, and unnecessary.

TUNIFORMITY FEASIBLE AND NECESSARY

Since then, the General Accounting Office
has determined that your committee was, in
fact, absolutely correct; that uniform cost ac-
counting standards are both feasible and
necessary for defense coniracting. The De-
partment of Defense and the professional ac-
countants now recognize the problem. Only
defense industry groups, which have a vested
interest in the present state of accounting
anarchy, remain opposed. The question be-
fore you today, therefore, is not “Should we
establish such standards?” but rather, “How
shall we go about setting the standards?"

Basically there are three issues facing this
committee. First, who should set the stand-
ards? Second, at what point should defense
contractors be required to give proper ac-
counting of their expenditures of Govern-
ment funds? Third, how long is Congress wil-
ling to walt for uniform cost accounting
standards to be implemented? These are the
three issues I will address.

WHO SHOULD SET UNIFORM COST ACCOUNTING
ETANDARDS?

The General Accounting Office is the logical
choice to develop and promulgate uniform
cost accounting standards, It has the neces-
sary accounting expertise; it has many years
of experience with government procurement;
it will place the public interest first.
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The Comptroller General and his office,
legally and in fact, are the accounting ex-
perts of government. The GAO has an ex-
perienced staff that is well grounded in ac-
counting and defense contracting matters,
and trained to look out for the public in-
terest. The GAO is an arm of Congress—re-
sponsible only to Congress and fto the public.
The Comptroller General was given a 16
year term of office to preserve his immunity
from outside pressures. As a result, he and
the GAO can be completely objective in mat-
ters affecting the public interest.

It has been suggested that the establish-
ment of uniform cost accounting standards
would be outside the scope of the Comptroller
General's responsibilities. I disagree. Here is
an extract from the GAO’s charter as set
forth in the Budget and Accounting Act of
1921:

“The Comptroller General shall investi-
gate at the seat of Government or else-
where, all matters relating to the receipt, dis-
bursement, and application of public funds,
and shall make to the President when re-
quested by him and to Congress at the be-
ginning of each regular session, a report in
writing of the work of the General Account-
ing Office, containing recommendations con-
cerning the legislation he may deem neces-
sary to facilitate the prompt and accurate
rendition and settlement of accounts, and
concerning such other matters relating to
the receipt, disbursement, and application
of public funds as he may think advisable.
In such regular report, or in a special report
at any time when Congress is in session, he
shall make recommendations looking to
gerater economy or efficiency in public ex-
penditures.”

Moreover, the Budget and Accounting
Procedures Act of 1950 states:

“The Comptroller General * * * shall pre-
scribe the principles, standards, and related
requirements for accounting to be observed
by each executive agency * * *."

Thus the job of developing and promulgat-
Ing uniform cost accounting standards is en-
tirely within the scope of his charter.

The General Accounting Office, the De-
partment of Defense, the professional ac-
countants, and the defense industry repre-
sentatives, have recommended that a special
board be established in the executive branch
to formulate uniform cost accounting stand-
ards. The board would include representa-
tives from industry, from the accounting
profession, and from government.

The Senate Banking and Currency Com-
mittee called for an Independent board ap-
pointed by the Comptroller General and
chaired by him. But the board, not the GAO,
would have responsibility for setting the
standards.

I do not agree that It 1s necessary or desir-
able to create a speclal board to set uniform
accounting standards—particularly a board
dominated by representatives from industry
and the accounting profession. I believe the
job can and should be done by the General
Accounting Office within its present charter,
However, Congress will have to require the
GAO to do so and that is the purpose of the
legislation you are considering today.

You cannot expect industry accountants to
put the public interest first in establishing
uniform cost accounting standards.

Neither can you turn this job over to pub-
lic accountants. Despite thelr best effort at
objectivity and professionallsm, public ac-
countants depend on industry for their liveli-
hood. They are pald by industry to represent
industry, and unless they represent industry,
their services will not be retalned. After a
lifetime of working in this environment, pub-
lic accountants have adopted the industry
viewpoint, “Whose bread I eat, his song I
sing.”
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Establishing a special board to develop uni-
form cost accounting standards 1s a good way
of insuring that nothing will ever get accom-
plished. In all likellhood such a board would
end up representing the industry it deals
with, rather than the taxpaying public, as is
the case with our regulatory agencies.
AMENDMENT OFFERED BY MRE. BROWN OF MICHI-

GAN TO THE COMMITTEE AMENDMENT

Mr. BROWN of Michigan. Mr. Chair-
man, I offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. Brown of
Michigan to the committee amendment.

On page 7, line 2, strike all after “(a)"
through “General”, on line 7, and insert:

“There is established a Cost Accounting
Standards Board which shall be independent
of the executive departments conslsting of
five members appointed by the President.”

Mr. BROWN of Michigan. Mr. Chair-
man, I will not take a great deal of my
colleagues’ time in explaining this
amendment since I discussed it during
the general debate.

I will only point out to my colleagues
on the floor that which is very ap-
parent and known by my colleagues
on the committee and that is that all of
the testimony before the committee was
to the thrust of my amendment, that
the Cost Accounting Standards Board
should be appointed by the President and
be an independent agency within the ex-
ecutive department.

Even the Comptroller General, who
is certainly the adviser to the Congress,
urged the committee to adopt the ap-
proach that my amendment would per-
mit, and that is a Presidential appoint-
ment, rather than, as the bill presently
provides, a board appointed by the Comp-
troller General and chaired by him. It
was the Comptroller General's position,
among many others, that he is not in as
goed a position to criticize and argue
against standards, accounting standards,
if he has been one who has been very
much involved in their promulgation. He
would much prefer to maintain the in-
dependence that he presently has and
to be able to attack, to be able to ad-
vocate amendment, modification, et
cetera, of those regulations, and he can
do it best by not having participated
in their promulgation.

This amendment would be consistent
with the testimony before the commit-
tee. It is consistent with basic govern-
mental policy. I urge its adoption.

Mr. PATMAN. Mr. Chairman, I rise
in opposition to the amendment.

The CHAIRMAN. The gentleman
from Texas is recognized.

Mr. PATMAN. I hope the Members
will listen to what I have to say, because
the amendment is a very important one.
We have it written in the bill that this
Board, to which the President is really
opposed—he does not want any kind of
board—but this Board shall be: A Cost-
Accounting Standards Board. Many peo-
ple insist that this provision will save
$2 hillion a year if we have this Board.
This Board shall consist of the Comp-
troller General of the United States,
who shall serve as the chairman, We
could not have a better one. And four
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members to be appointed by the Comp-
troller General. Listen to this language:

Of the members appointed to the Board,
two, one of whom shall be particularly
knowledgeable about the cost accounting
problems of small business—

It is very important that small busi-
ness be taken care of in this bill, and
the amendment would strike out that
language, strike it out entirely. Small
business would be protected. An expert
would be there to protect small
business.

The gentleman from Michigan advo-
cates that the one who should be in
charge of the Board should be the Pres-
ident, and he would appoint every one
of the members, every one of them. He
does not even want the Board. It has
been said that the surgeon who wields
the knife should want the patient to live.
Here you would be placing in charge a
surgeon to wield a knife who does not
want the patient to live. Let us give
small business a fair chance,

Mr, BROWN of Michigan. Mr. Chair-
man, will the gentleman yield?

Mr. PATMAN. I yield to the gentleman
from Michigan.

Mr. BROWN of Michigan. In the gen-
tleman’s statement about the attitude of
the President, the Chairman is quite in-
accurate. First, I do not think the gen-
tleman can point to any significant
statement from the President to the ef-
fect that he is opposed to the cost ac-
counting standards provisions of this
bill. Second, the language referred to as
being stricken is not stricken. The same
language that is in the chairman’s bill
would continue to be there. The only
difference is that the President would
appoint the Board instead of the Comp-
troller General.

Mr. PATMAN. Oh, no. On page 7, line
2, the amendment would strike out all
after—a—through “General” in line 7.
That is the part that the gentleman says
was not stricken out. It is stricken out
by the amendment. Then the gentleman
would insert something that takes an
aboutface in relation to what is intended
by this law. It goes in the opposite direc-
tion and takes a stab at small business.

Mr., WAGGONNER. Mr. Chairman,
will the gentleman from Texas yield?

Mr. PATMAN. I yield to the gentleman
from Louisiana.

Mr. WAGGONNER. Am I confused, or
is not the purpose of the Defense Pro-
duction Act to protect the legislative
branch of Government?

Mr. PATMAN, Certainly, the gentle-
man is right.

Mr. WAGGONNER. This being the case
then, it would seem to me it would be
the height of wisdom to allow the legis-
lative branch of Government to control
the membership of this Board rather
than the executive branch of Govern-
ment.

Mr. PATMAN. And may I say that the
General Accounting Office is the only in-
dupendent agency in our Government.
It is independent of the Executive, and
it is an agency of the Congress.

Mr. WAGGONNER. If the gentleman
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will yield further, of course, the Library
of Congress falls into the same category.

Mr. PATMAN. Yes, sir; but in this par-
ticular case involving this Board, the
General Accounting Office is absolutely
independent.

Mr. BROWN of Michigan. Mr. Chair-
man, will the gentleman yield?

Mr, PATMAN. I yield to the gentleman
from Michigan.

Mr. BROWN of Michigan. Mr. Chair-
man, is it not the position of the Gen-
eral Accounting Office as an arm of the
Congress that this Board should be ap-
pointed by the President?

Mr, PATMAN. No. This Board should
be appointed as we reported it. The com-~
mittee passed on it. It is a good amend-
ment and it should not be repealed as
would be done by the amendment offered
by the gentleman from Michigan.

Mr. WILLTAMS, Mr. Chairman, I move
to strike the last word.

I would like the Members of this
House, Mr. Chairman, to understand that
what we are talking about is uniform
cost accounting standards which must
be adhered to by all defense contractors.
Just simply saying that uniform cost ac-
counting standards are something we all
agree with really does not help to solve
the problem. The fact of the matter is
this is a really complex matter.

The Comptroller General and the Gen-
eral Accounting Office is an arm of the
Congress. They have actually studied this
subject of uniform cost aceounting
standards for a period of over 18 months.
They have issued a report consisting of
more than 500 pages. Yet the Comptrol-
ler General and the General Aceounting
Office after this extensive study have not
been able to recommend uniform cost
accounting standards.

Keeping in mind that anything which
is recommended by this Cost Accounting
Standards Board has to be reviewed, has
to be critiqued by the Comptroller Gen-
eral and General Accounting Office, and
the Comptroller General has made the
suggestion that this Cost Accounting
Standards Board should be appointed by
the President.

The amendment offered by the gen-
tleman from Michigan starts at the top
of page 7 and runs down to line 7. It
does not affect in any way the specifica-
tions which follow that have to do with
the type of people who will comprise
the membership of this board.

Then, if the amendment of the gen-
tleman from Michigan is adopted, when
the Cost Accounting Standards Board
makes its report, the report will be re-
viewed by the Comptroller General and
the GAO, and they feel they will be in
a better position to make an impartial
appraisal of the recommended uniform
cost accounting standards for the benefit
of this Congress.

So the gentleman from Michigan is
really attempting to achieve something
which the Comptroller General has rec-
ommended in the hope that the Cost
Accounting Standards Board will be able
to come up with recommendations, which
to date the Comptroller General and the
General Accounting Office have not been
able to produce.
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Mr. Chairman, I urge support of this
amendment.

Mr. BLACKBURN. Mr. Chairman, I
move to strike the last word, and I rise
in support of the amendment.

Mr. Chairman, I do not want to drag
out this debate any longer than is neces-
sary, but I find it absolutely necessary
to respond to the statement of my chair-
man that the General Accounting Office
wanted authority to administer this
board. I quote from Mr. Staats, the
Compftroller General himself, in his tes-
timony before the committee, when he
said:

We question whether the GAO should be-
come deeply involved in the administration
of negotiated contracts. The responsibility
for administration of contracts including
promulgating, Iinterpreting, and adminis-
tering cost-accounting standards seems
basically an executive branch function.

Mr. Chairman, this is Mr. Staats, him-
self, who was testifying before our com-
mittee. He went on further in support of
the position, I might add, of the gentle-
man from Michigan, Mr. Brown, and
said:

An independent Board appointed by the
President might well have greater prestige
and attract more capable members. It could
not be accused or having any bias by reason
of having worked on the feasibility study or
any preconceived ideas of what the stand-
ards should be.

Again, that is a statement by Mr.
Staats, the Comptroller General.

Finally let me call to the attention of
the Committee the statement of Mr.
Staats in which he agreed with Prof.
Robert N. Anthony of Harvard Business
School:

Yes, I think this is correct, That is the
reason we came to the conclusion we did that
an independent board appointed by the
President made up of both executive branch
and outside representatives would be a better
forum for this type of matter.

Mr. Chairman, in view of the testi-
mony of Mr. Staats himself, I believe the
Committee must support the position of
the gentleman from Michigan (Mr.
BrOWN).

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

Mr. BLACKBURN. I am happy to yield
to the gentleman from Texas.

Mr. PATMAN. I believe the gentleman
is talking about where it was proposed
that the Commission would promulgate
regulations. Our amendment in the bill
is only for a study commission. It is en-
tirely different from what the gentle-
man is talking about.

Mr. BLACKBURN. Mr. Chairman, I
am sure that many different minds can
disagree on different matters. I am
afraid, however, that the Comptroller
was addressing this matter at the time.

The CHAIRMAN, The question is on
the amendment offered by the gentleman
from Michigan (Mr. BRown) to the com-
mittee amendment.

The question was taken; and on a di-
vision (demanded by Mr. BrownN of
Michigan) there were—ayes 47, noes 55.

Mr. BROWN of Michigan. Mr, Chair-
man, I demand tellers.
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Tellers were ordered, and the Chair-
man appointed as tellers Mr. Brown of
Michigan and Mr. PaTMman.

The committee again divided, and the
tel'e.s reported that there were—ayes 73,
noes 81.

So the amendment to the committee
smendment was rejected.

The CHAIRMAN. The question is on
the committee amendment, as amended.

The committee amendment, as amend-
ed, was agreed to.

The CHATRMAN. The Clerk will read.

The Clerk read as follows:

TITLE II—COST OF LIVING
STABILIZATION
§ 201. Short title

This title may be cited as the “Economic
Stabilization Act of 1970".

§ 202. Presidential authority

The President 1s authorized to issue such
orders and regulations as he may deem ap-
propriate to stabilize prices, rents, wages,
and salaries at levels not less than those pre-
vaililng on May 25, 1970. Such orders and
regulations may provide for the making of
such of such adjustments as may be neces-
sary to prevent gross inequities.

§ 203, Delegation

The President may delegate the perform-
ance of any function under this title to such
officers, departments, and agencies of the
United States as he may deem appropriate.
§ 204. Penalty

Whoever willfully violates any order or
regulation under this title shall be fined
not more than 85,000.

§ 2056. Injunctions

Whenever it appears to any agency of the
United States, authorized by the President
to exercise the authority contained in this
section to enforce orders and regulations
issued under this title, that any person has
engaged, is engaged, or is about to engage
in any acts or practices constituting a viola-
tion of any regulation or order under this
title, 1t may in its discretion bring an action,
in the proper district court of the United
States or the proper United States court of
any territory or other place subject to the
jurisdiction of the United States, to enjoin
such acts or practices, and upon a proper
showing a permanent or temporary injunc-
tion or restraining order shall be granted
without bond. Upon application of the
agency, any such court may also lssue man-
datory injunctions commanding any person
to comply with any regulation or order under
this title.

§ 206. Expiration

The authority to issue and enforce orders
and regulations under this title expires at
midnight February 28, 1971, but such expira-
tion shall not affect any ng under
section 204 for a violation of any such order
or regulation, or for the punishment for
contempt committed in the violation of any
injunction issued under section 205, com-
mitted prior to March 1, 1871.

Mr. PATMAN (during the reading).
Mr, Chairman, I ask unanimous consent
that further reading of title IT be dis-
pensed with and that the title be printed
in the Recorp and open to amendment
at any point.

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

There was no objection.

AMENDMENT OFFERED BY MR. BLACEBURN

Mr. BLACKBURN. Mr. Chairman, I
offered an amendment.
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The Clerk read as follows:

Amendment offered by Mr. BLACKBURN:
On page 10, strike out lines 6 through 11
and insert in lieu thereof the following:

*§ 202, Statutory freeze

“Prices, rents, wages, and salaries are fro-
zen at the levels prevailing on May 25, 1970.
The President shall promulgate orders and
regulations to carry out the preceding sen-
tence. Buch orders and regulations may pro-
vide for the making of such adjustments as

may be necessary to prevent gross in-
equities' ",

On page 11, after line 17, add the follow-
ing new section:
“§ 207. Authorization of appropriations
“There are authorized to be appropriated
such sums not exceeding §2,000,000,000 as
may be necessary to carry out the provisions
of this title.”

Mr. BLACKBURN. Mr. Chairman, I
think the chairman of my committee
would agree that when I agree with his
position that I exercise every vigor in
defending his position, and in like man-
ner, I am confident that the chairman
of my committee would not feel any
lesser of me if I use an equal vigor when
I conclude that his position is in error.

Mr. Chairman, this particular title,
title II, is the biggest political charade
that has been exposed to the American
public since my entry into public life.

Mr. Chairman, the charade in this
title shows on the face of the title itself
in two instances. It reveals, first of all,
that this authority would expire in Feb-
ruary of next year, which means for all
practical purposes it could not exist for
more than 6 months.

Mr. Chairman, the second grievous
deficiency in the title shows that there
are no funds authorized for the Presi-
dent if he chooses to implement wage
and price controls. And, to draw the
analogy that the chairman of the com-
mittee drew, we provide the President
with a shotgun in the corner but we have
not provided the President with any
shells for his shotgun. So, we would be
sending the President out to defend the
castle with an unloaded shotgun.

Let us look for a moment at what
would happen and exercise a little com=
monsense, Let us review a little of the
history of wage and price controls.

How in the name of commonsense, Mr.
Chairman, could the President imple-
ment in 6. months a program dealing
with an estimated $12 to $14 million
wages and prices throughout this coun-
try? During World War II when we had
wage and price controls there were em=-
ployed several hundreds of thousands
of employees involving enormous ex-
penditures. Today those expenditures
for the same type of administration as
during World War II would run between
$1 and $1.5 billion per year.

Now, Mr. Chairman, what I am doing
is saying to the gentlemen on both sides
of the aisle who really believe that wage
and price controls are the answer to our
country's: economic ills, to stand up and
be counted and vote for mandatory wage
and price controls. However, I say this,
they really do not want them. Through
the offering of this amendment I am
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giving them the opportunity to vote for
them if, as I say, they really want them.
But, Mr. Chairman, they are playing
political gamesmanship. They want to
reap whatever benefits they can from
this situation but at the same time they
do not want to assume any of the respon-
sibility for the disruption of our Na-
tion's economy and the inconvenience
and the trouble it will cause our cifizens
throughout the land.

Mr. Chairman, such hypocrisy must be
exposed for what it is and that is the
reason for my amendment.

Mr. McCORMACEK. Mr.
would the gentleman yield?

Mr. BLACKBURN. I am happy to yield
to the distinguished Speaker.

Mr. McCORMACE. Mr. Chairman, as
I understand the amendment offered by
the gentleman from Georgia, it would
provide for mandatory controls. Is that
correct?

Mr. BLACEBURN. That is correct.

Mr. McCORMACK. Mr. Chairman, I
would ask the gentleman from Georgia
if he has conferred with the President
of the United States as to whether or
not the President favors mandatory con-
trols?

Mr. BLACKBURN. Mr. Chairman, I
will state to the distinguished Speaker
that I have not, but my understanding is
that the President does not want man-
datory wage and price controls.

Mr. McCORMACK. The President does
not want mandatory wage and price con-
trols?

Mr. BLACKBURN. That is my under-
standing.

Mr. McCORMACE. And we Democrats
are giving the President the discretion-
ary power to meet the terrible situation
that exists in the country, the question
of inflation, if he desires to do so.

The gentleman from Georgia a mo-
ment ago said that he did not himself
favor mandatory controls; is that right?

Mr. BLACKBURN. That is frue.

Mr. McCORMACK. The gentleman al-
so used the word “hypocrisy.” I do not
like to use that word. But certainly the
gentleman, when he said he personally
is opposed to mandatory wage and price
controls, and then offers the amendment
that he has, if I were arguing a case to
a jury I would say that the gentleman
from Georgia is markedly inconsistent.

Mr. BLACKBURN. Mr. Speaker, I ap-
preciate the observations you have made.
And, Mr. Speaker, . what I am doing is
giving you Democrats the opportunity to
stand up and vote for these controls if
you honestly want them, because the
President says he will not use and does
not want wage and price controls.

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

Mr. BLACEBURN. I yield further to
the distinguished Speaker.

Mr. McCORMACK. Mr. Chairman, I
would state to the gentleman from Geor-
gia that it is very nice for the gentleman
to do so, but being Democrats I believe we
are quite capable, in spite of all of our
differences that exist at times, of taking
care of ourselves, and we appreciate the

Chairman,
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concern of the gentleman, but we doubt
very much the sincerity with which the
amendment is offered at the present
time.

Mr. BLACKBURN. We will be able to
count that sincerity in numbers in just
a moment, Mr. Speaker.

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

Mr. BLACKBURN. I yield to the gen-
tleman from Iowa.

Mr., GROSS. Mr. Chairman, the gen-
tleman from Massachusetts says there is
a terrible situation in this country, yet
in this hybrid bill that is offered here to-
day, under the euphonious title “Cost of
Living Stabilization,” not a dime is pro-
vided in order to facilitate putting this
thing in operation.

Mr., BLACKBURN. I appreciate the
gentleman from Iowa mentioning that
point,

Mr. GROSS. If the situation is so ter-
rible, why did the sponsors not put in a
dollar or two?

Mr. BLACKBURN. I appreciate the
observations made by the gentleman. I
think it is important to note that the
Democrat-controlled Congress normally
will very generously provide funds for
every program, but not for this one.

The CHAIRMAN. The time of the gen-
tleman has expired.

Mr, WYLIE. Mr. Chairman, I rise in
opposition to the amendment.

Mr, Chairman, I understand, I think,
the motive behind the amendment which
has been offered by the gentleman from
Georgia (Mr. BLACKBURN) .

I think also that the majority ought to
fish or cut bait on whether they think
wage and price controls are necessary, or
they are not. It seems ludicrous to me
that the majority would want to give the
President of the United States this
power, but at the same time not provide
any money for that purpose, as the gen-
tleman from Iowa (Mr. Gross) has just
pointed out.

But as I mentioned earlier concerning
the questionnaires which I mailed to the
constituents in my district, and on which
I placed the question as to whether they
would favor the imposition of mandatory
wage and price controls, and on which
11,236 replies came back, 37 percent of
the people who responded said yes, and
63 percent said no, I therefore urge de-
feat of the amendment.

Mr. WAGGONNER. Mr. Chairman, I
rise in opposition to the amendment, and
T move to strike the requisite number of
words.

Mr. Chairman and Members of the
Committee, I for one would like to set
aside the notion that anybody here,
especially myself, is reacting to what
some have called partisan efforts today.
There is nothing partisan about what I
have to say, or what I am going to do.
I have walked across this aisle and voted
with my Republican friends on about as
many occasions in the 91st Congress as
anybody, and also in previous Congresses
when we had a Democratic President and
Congress, as any Member in this Cham-
ber—and I think the Members know that,
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I intend, when I think it best, to continue
doing so.

My position with regard to wage and
price controls has been consistent, and
it remains consistent. I have felt for quite
some time that wage and price controls
were needed if we were going to save the
economy of this country.

Politically unpopular, though it was, 3
years ago this fall I took a public posi-
tion for wage and price controls, it was
necessary in my opinion I said if we were
going to dampen the fires of infiation
before damage was done to the economy
of this country that we could not undo.

I believe now that I was right and I
think my case is even stronger now than
it was then. Events since then have borne
me out. Wage and price controls must
go hand in hand. You cannot have one
without the other.

But I am opposed to mandatory con-
trols being placed into operation by the
legislative branch because of the history
of past wage and price controls.

Think with me for a moment and you
will recall that never in the history of this
country have we had wage and price con-
trols except during a time of war—and
who would deny that this is not a time
of war?

Never in the history of this country
have we in the legislative branch of the
Government ever invoked wage and price
controls. We have never done more than
to provide the discretionary tools that
the executive branch of the Government
could utilize in invoking wage and price
controls.

It would be difficult, I admif, even now
divided as we are to make wage and price
controls work. It never has been easy and
it never will. But the decision we have
to make is whether or not we want to let
inflation continue to run rampant with-
out providing the maximum in the way of
tools to control it.

The gentleman from Illinois (Mr, An-
DERSON) earlier today said there was no
similarity and that the conditions were
in no way the same now as they were
during World War II when this country
was spending 50 percent of its gross na-
tional product on the war. I submit the
gentleman is exactly right.

But I say to you in all sincerity that
he has made the greatest argument in
the world for standby wage and price
controls. The situation is not the same.
‘We have inflation now, which we did not
have then—because we do not have wage
and price controls now. We dampened the
fires of inflation .and we prevented the
fires of inflation from fanning out into
open flame during World War II because
we in time took the preventive action
that we needed to invoke wage and price
controls.

Well, the result of not having done it
before now is that inflation is running
rampant in. this country. As a further
result, you will have to agree, the growth
rate of personal income exceeds the
growth rate of increased productivity—
and inflation marches on.

Then, what does this particular bill
do? Look at page 10 of the bill, It does
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not do anything in the world except to
provide to the President of the United
States yours and mine the authority,
if he wants it, to do something further
about controlling inflation and invoking,
if he thinks it is necessary, wage and
price controls. He is not required to do
anything. I admit he inherited a mess,
but we must help him find answers.

It provides wages and price controls at
levels not less than those prevailing on
May 25. Why last May 25? So that fear
will not be cast upon the waters and on
wages and prices and will not make them
go up—and wages and prices cannot go
up.

They are retroactive back to this date—
to expire on February 28, 1971. Why? Be-
cause it will give the new Congress a
change to reevaluate what the circum-
stances are, and do something else if
something else is needed at that time.

But this being an election year, the
Congress being out of session for a while
this fall, this will be just a tool and not a
total answer for the President of the
United States to implement and help con-
trol the fires of inflation if he chooses and
only if he chooses.

If he does not want to use it, he does
not have to use it. I will say to you, sim-
ply this, if he deoes not want to employ
standby controls, he certainly does not
want mandatory controls.

Have you read yesterday morning's
paper? All the economic indicators indi-
cate that we have been fanning the fires
of inflation and that inflation is becom-
ing more and more pronounced and we
are having more and more difficulty than
we had anticipated. Reliable indexes
continue to increase.

Yes, I say to you that standby con-
trols, even mandatory controls, would not
be the full answer but it would be an-
other tool in his arsenal of weapons, that
he could employ if he thought them nec-
essary to fight inflation.

This is not a brand new tool. It is an
unused one.

Answer me this question, if you will.
This has to do with the trade bill that is
being considered in the House Committee
on Ways and Means which gives the
President discretionary authority to in-
voke import quotas.

Mr. GERALD R. FORD. Mr. Chair-
man, I do not intend to object, but I do
wish to give warning now that, so farasI
am concerned, no oene will get more than
5 minutes after this opportunity is given.

Mr. WAGGONNER. I thank the gen-
tleman.

The CHAIRMAN. The gentleman from
Louisiana is recognized for 2 additional
minutes.

Mr. WAGGONNER. If it is all right in
the trade bill now being considered by
the House Committee on' Ways and
Means to allow the President discretion-
ary authority under the triggering device
being devised there to control the import
of textiles and other goods into this
country, my friends, is it not appropriate
to give him this consideration to let him
have this discretionary authority here
as well? We have done it in military
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sales. We have done it in foreign aid. We
have done it in so many other areas, 1
submit to you that we can do it right here
and not infringe on the authority of the
President of the United States.

The gentleman from Michigan had
asked me to yield.

Mr. BROWN of Michigan. I thank the
gentleman for yielding. The gentleman
had stated that the May 25 date becomes
the date of the freeze on wages and
prices. If the gentleman has read the
bill, he will have noted that nothing is
done by the May 25 date except freeze
prices and wages at a level not lower
than they were on that date. It has ab-
solutely no efficacy toward control of in-
flation, and, there is no efficacy to the
bill because there is no money provided
to administer its provision and no time
for implementation. If you want to be
honest in this bill, why do you not put
in the important November date that
you are aiming at by this legislation?

Mr. WAGGONNER. Let me say to the
gentleman that I do want to be honest
about it, and I think a retroactive date
is absolutely necessary because it will
prevent a further surge of wages and
prices in the future if the fear is created
that wage and price control will result
from the discretionary authority pro-
vided here. There is no margin date
but it must be retroactive.

Mr, MEEDS. Mr. Chairman, I rise in
opposition to the amendment.

Mr. Chairman and Members of the
Committee, I, like the gentleman from
Louisiana, want to make it amply clear
that I am for this title II because I think
it is the best choice. I think the Presi-
dent is in a much better position to
administer wage and price guidelines
than is the Congress. But I want to say
here and now that if we give him this
authority and he does not exercise it
within a reasonable time, I, for one,
would be willing to vote on the floor of
this House for the House and for the
Senate to impose such a wage and price
freeze with guidelines to follow. I am
willing to do that because I think it is
essential that it be done.

I am also willing today to vote for
an amendment which would add a rea-
sonable amount of money so that the
President could properly administer this
kind of program, because I think it is
essential that it be done and that it be
done now.

Let me show the Members of the
House something which I received re-
cently from a constituent of mine. It
is a short note which states, “Is this
what we, as small businesses, have to
look forward to?” I will show the article
to which the note refers to the Members
of the House. It is an ad in my local
newspaper.

I want Members of the House to know
that this is the type of thing that hap-
pens all over the Puget Sound area to-
day, and it is happening because of the
economic and fiscal policies of this ad-
ministration. That is a clever ad, but it
is also a tragic commentary on the type
of thing that is happening to all of us;
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to business, to labor, to the common
people of this Nation today.

President Nixon took office promising
us to fight the twin ills of inflation and
recession. I submit to you that he has
offered an ingenious compromise: both
at once., We are experiencing both of
these today. Everything that should be
going up is going down, and everything
that should be going down is going up.
The cost-of-living is up at an annual
rate of almost 6 percent, unemployment
is up by almost 60 percent, the stock
market is down by some $300 billion, 300
points on the Dow-Jones and housing
starts are down 55 percent.

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

Mr. MEEDS. I yield to the gentleman
from Louisiana.

Mr. WAGGONNER. Mr. Chairman, I
am not blaming just this administration.
If we are going to be honest, we have to
blame everybody, including ourselves, for
this problem.

Mr, MEEDS. Mr. Chairman, I am
quite willing to do that, but I say we have
to have some answers to the type of thing
that is occurring in the United States
today. I am not accusing the administra-
tion of bad faith with regard to this. I
know they inherited a difficult problem,
the problem of trying to fight inflation. I
do not accuse the administration for 1
minute of bad faith, but I accuse them
of bad judgment in the type of fiscal
policies which they are undertaking.
They maintain that they can fight in-
flation in this Nation with high interest
rates and tight money. I have heard this
policy called Nixonomics, or deceleration
of the economy, as well as many other
things, but no matter what we call it
and how we cut it, what it really amounts
to is calculated unemployment.

In the Puget Sound area unemploy-
ment has gone from 3.2 when President
Nixon was elected to almost 10 percent
today. The aerospace industry, housing,
construction, and wood products indus-
gies have suffered incredible retarda-

on.

All of this has been done in the name
of controlling inflation—a commend-
able goal—but inflation has not been
halted. Indeed it has been accelerated
under the policies of the administration.
The cost of this inflation, high interest,
and recession is almost beyond belief:

Higher-interest rates in the past 18
months are costing us between $5 and $8
billion additional each year in serving
our national debt.

Inflation has added a $100 billion an-
nual factor to our gross national product
and is costing untold suffering to our
elderly and others on fixed incomes.

The slowdown in our economy is cost-
ing us $55 billion annually in productiv-
ity. This amount alone would yield an
additional $5.5 billion in Federal taxes.

The necessity of imposing wage and
price restraints constitutes a difficult al-
ternative—but we must have an alter-
native to policies which are costing this
Nation billions of dollars in inflation tax,
lost productivity, lost tax base, and high
interest. And the real cost does not show
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on the financial balance sheets—that is
the loss of savings, potential, and aspira-
tions of millions of Americans,

Mr. WILLIAMS. Mr. Chairman, I move
to strike the last word.

Mr. Chairman, I would like to call to
the attention of the distinguished gen-
tleman from Washington (Mr. MEeEbs)
the fact that interest rates today are
high because there is such great com-
petition for every available American
dollar. Because of the deficit spending
for which the gentleman has been vot-
ing for many years, our Treasury De-
partment is soaking up all of the money
in sight in an effort to refinance matur-
ing Federal obligations that we cannot
pay off. When we have the Treasury De-
partment in the money market paying
739 percent to 8 percent to borrow
money, there is not any money left over
for business or anybody else.

Just this week in the other body, rec-
ognizing the fact that businesses cannot
borrow money today, a Member of the
other body introduced legislation provid-
ing for $5 billion in Government guaran-
teed loans for business,

The gentleman from Washington also
said if the President does not use con-
trols which we would give him under ti-
tle II, the gentleman is in favor of voting
for mandatory wage and price controls.
I say to the gentleman that this amend-
ment offered by the gentleman from
Georgia gives the gentleman the oppor-
tunity to do this today.

Also, the distinguished gentleman from
Louisiana (Mr. WacGONNER) made the
statement he is against mandatory con-
trols. At the same time, I submit for his
consideration on page 10, section 202,
we are giving the President the power
to use mandatory controls.

I would also say if any Member of
this House really believes that wage and
price controls right now are the answer
to our economic woes, the amendment of
the gentleman from Georgia (Mr, BLACK-
BURN) gives that opportunity.

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

Mr. WILLIAMS. I yield to the gentle-
man from Louisiana.

Mr. WAGGONNER, Mr. Chairman, I
think the record will reflect what the
gentleman from Louisiana said is that
he was against the Congress doing it,
and that it should be a tool provided by
the Congress to be utilized by the Presi-
dent, as has always been done before.

Mr. WILLIAMS. I understand the gen-
tleman to say he was against manda-
tory controls.

Mr. BROWN of Michigan, Mr, Chair-
man, I move to strike the requisite num-
ber of words.

Mr. Chairman, I intend to support this
amendment because I think it is about
time that this Congress started reflecting
a little responsibility. I am tired of hear-
ing gentlemen primarily from the other
side criticize the abdication of authority
and responsibility by the Congress with
respect to international affairs.

I am equally critical and I am sure the
electorate will be equally critical of the
House of Representatives abdicating its
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responsibility and its authority with re-
spect to the domestic issue which is as
closely related to the warmaking power
of the President as could possibly be.

Let us put our money where our
mouths are. Are we for responsible rep-
resentation in the House of Representa-
tives or are we against it?

I have an amendment which I will
offer which will give the House and the
Congress an opportunity to retain some
of that authority, some of that respon-
sibility, and I hope this body will adopt
it, but, pending adoption of my amend-
ment, I intend to support this.

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Georgia (Mr, BLACKBURN),

Mr. BLACKBURN, Mr. Chairman, I
demand tellers.

Tellers were refused.

The question was taken; and on a di-
vision (demanded by Mr. Reuss) there
were—ayes 9, noes 61.

So the amendment was rejected

AMENDMENT OFFERED BY MR. FUCINSKI

Mr. PUCINSKI. Mr, Chairman, I offer
an amendment.

The Clerk read as follows:

Amendment offered by Mr. Pucinsxr: On
page 10, line 8, after “wages,” insert “Interest
rates,”.

Mr. Chairman, I offer this amendment
because I believe that we cannot effec-
tively address ourselves to the problem
of inflation unless we ineclude in our ef-
forts stand-by powers to deal with the
high cost of money.

If my amendment is adopted, section
202 would read:

The President is authorized to issue such
orders and regulations as he may deem ap-
propriate to stabilize prices, rents, wages,
interest rates, and salaries at levels not less
than those prevailing on May 25, 1970,

I am merely adding to the existing
language in the bill the words “interest
rates.”

Under the proposal before us today,
the President would have standby powers
to stabilize prices, rents, wages, and
salaries.

It occurs to me, that the wage earner
in this country should not be the in-
dividual who must carry the full burden
of inflation. Obviously, wages play a role
in the upward spiral, but I do not believe
it would be fair to blame the wage earner
alone.

Nor do I believe that we ought to pen-
alize the businessman by freezing his
prices when he, too, is caught in a price-
cost squeeze which he must reflect on
prices to his customers.

Nor do I believe that the property
owner; the man who owns a six-flat in
my District and is caught in a spiral of
rising costs, should be the only one to
pay for inflation by freezing his rents.

Each of these is a contributing factor
and must be dealt with, but it occurs
to me that we cannot effectively deal
with the totality of the problem until
we also address ourselves to the high cost
of money.

The distinguished chairman of this
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committee has stated on a number of
occasions here in the House, that under
prevailing interest rates in Amerieca, a
family will have paid $58,000 in principal
and interest on a $22,000 home before the
mortgage is finally paid off.

We know, for instance, that 85 per-
cent of Americans purchase their auto-
mobiles on time payments, usually spread
over a period of 36 months. The increased
interest rate on the cost of financing this
automobile mortgage must be considered
in the total price of the product to the
auto purchaser.

Mention has been made here of deficit
spending, and the fact that Government
deficits contribute to inflation. Surely,
no one will quarrel with that, but the
fact remains that the $21% billion deficit
which President Nixon experienced in
fiscal 1970 was not only the result of
Congress going beyond his request for
funds. This $2% billion deficit occurred
because earnings for fiscal 1970 did not
come up to the President’s expectations
and reduced earnings resulted in reduced
revenue into the Treasury.

Earlier today, the majority leader of
the other body, said that Congress will
reduce the President’'s budget request by
$61% billion in fiscal 1971. And even with
this anticipated reduction, administra-
tion economists are predicting another
defiecit in 1971. This deficit will occur not
because of over spending by Congress,
but because of the deplorable state of the
Nation’s economy when earnings con-
tinue to slide downward and anticipated
revenues are just not coming into the
national treasury at the rate projected
by the President when he submitted his
budget for 1971. Ours is a consumer-debt
nation. The cost of money is a funda-
mental part of inflationary spirals and no
one can attempt to deny that.

Secretary of the Treasury Eennedy re-
cently said that interest rates are coming
down. We pray that this statement is cor-
rect and we hope that will continue to be
correct. If, indeed, the interest rates are
coming down as Mr. Kennedy claims,
then the President will never have to use
the amendment I am offering today. The
President will not have to use the standby
powers we are giving him in this language
as regards interest rates, If, on the other
hand, Mr. Kennedy is not correct and
the interest spiral continues, my amend-
ment would give the President the right
to freeze interest rates at not less than
those prevailing on May 25 of this year.
In other words, Mr. Chairman, if interest
rates go below the May 25, 1970 level,
fine, they can keep going down as much
as possible with no interference from
the White House. But it is only if they
should keep going up that the President
could use his powers under this act to
freeze them at the May 25, 1970 level.

Mr. Chairman, I honestly believe that
if there is to be fair play in trying to ad-
dress ourselves to this horrible problem
of inflation, we must not only look at
prices, rents, wages, and salaries, but we
also must look at interest rates which, in
my judgment, constitute one of the most
serious contributing factors toward in-
flation.
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It is for these reasons that I hope the
chairman of this distinguished Com-
mittee will accept my amendment so
that the President will then have very
broad powers to deal with inflation on
a number of significant economic fronts
at the same time, I urge the adoption of
this amendment,

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

Mr. PUCINSKI. I yield to the gentle-
man from Texas.

Mr. PATMAN. I have conferred with
several of my colleagues on the commit-
tee, and we are ready to accept the
amendment.

Mr. PUCINSKI. I thank the gentle-
man.

Mr. Chairman, I yield back the re-
mainder of my time.

The CHATRMAN. The question is on
the amendment offered by the gentle-
man from Ilinois (Mr. PUCINSKI).

The amendment was agreed to.

AMENDMENT OFFERED BY MR. WYLIE

Mr. WYLIE. Mr. Chairman, I offer an
amendment,

The Clerk read as follows:

Amendment offered by Mr. Wyrie: On
page 10, strike line 1 and all that follows
through page 11, line 17.

Mr. WYLIE. Mr. Chairman, I rise to
support the amendment of HR. 17880.
If there is anything this Nation does not
need it is another morass of bureaucracy,
trying to implement unwanted and un-
needed wage-price controls.

The President correctly points out that
wage and price controls only postpone a
day of reckoning—and in so doing, rob
every American of a very important part
of his freedom.

If we only look at the history of past
wage and price control actions, we have
reason enough to avoid them now. In
1969, President Johnson’s Council of
Economic Advisers rejected such con-
trols.

I submit that in a period when the
number of Americans with jobs is the
highest in history, and in a period when
the average real income of Americans is
higher than ever before, we are not in
“the extreme emergency” to which the
gentlemen on the other side of the aisle
refer.

Furthermore, history shows that such
controls can be enforced only by an army
of bureaucrats, and we do not need such
an army.

This bill authorizes standby controls
for 6 months with no money.

Chester Bowles, who directed the Of-
fice of Price Administration from 1943
to 1946, says price controls would be “a
dreadful mistake today.” In an interview
last month he noted that the controls
were authorized in 1942—but it took
until the spring of 1943 before they be-
came effective. Redtape was everywhere.
The standard joke during World War II
was that Lincoln needed only 267 words
for his Gettysburg Address, but it took
OPA 22,000 words to establish the price
for a head of cabbage.

During the Korean war, sellers had to
compute their own ceilings—based on
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average prices in the week preceding the
freeze order. The inequities become obvi-
ous when you realize that some stores
may have been conducting sales—
and some others may have just raised
prices. Other stores were dealing in sea-
sonal items. What happened? Retail out-
lets frequently just changed a product
enough to make it qualify as a new
item—subject to a new ceiling.

Inequities were bound to result—and
did.

In his statement of November 9, 19486,
terminating wage and price controls,
then President Harry Truman said that
the administration of price control “is
an extraordinarily difficult and complex
business—and it can work successfully
only if the people generally give it their
support.”

And in this connection, Mr. Truman
noted:

Industry has sought the removal of price
controls while labor has sought removal of
control of wages. Both have insisted that re-
moval of these controls would lead to in-
creased production and fewer work stoppages.

Mr. MOORHEAD. Mr. Chairman, I
rise in opposition to the amendment
and in support of title IT of H.R. 17880
which provides the President with
standby wage-price controls. Our econ-
omy is tormented today by three concur-
rent delemmas—recession, inflation, and
stagnation. Whether you call it a “mini-
recession,” a “misdirecession,” a ‘“severe
retardation” or the old “rolling-read-
justment”—real GNP has failed to rise
in the last two successive quarters. Most
economists agree that economic slug-
gishness and growing economic slack
will be the order of the day for the rest
of 1970, and our GNP gap will grow
sharply—at an annual loss of produc-
tion of around $40 billion. In other
words, the continuation of unduly re-
strictive policies runs the risk of letting
as much as $1 billion a week of American
productive potential run to waste.

Although the unemployment rate
abated slightly in June, the unemploy-
ment picture is still weakening—and the
human costs of unemployment continue
to rise. Most economists testifying before
the Joint Economic Committee—JEC—
last week during the mid-year economic
review argued that if we do not move to
a more expansionist policy, unemploy-
ment will rise substantially this year to
a peak of around 6 percent, which
means, in human terms, 820,000 more
Americans unable to find jobs than there
are today. These figures of course do not
reflect the concentration of joblessness.
One need only be reminded that at our
4.7 percent current rate of unemploy-
ment—blacks experienced over twice
that rate and for black teenagers it's a
staggering 34 percent unemployed.

The specter of inflation continues
simultaneously to haunt the American
consumer. Yesterday, we were presented
with the depressing news that the whole-
sale price index jumped 0.5 percent—its
largest 1-month increase in 6 months.
The cost of living index continues to rise,
it takes a heavy toll in economic distor-
tion and inequity.
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This is a strange set of circumstances
for anyone who has read an economics I
text. Economic theory has it that there
is a tradeoff between price stability and
employment, that is in an inflating eco-
nomy, as unemployment rises, prices
should tend to come down. This is more
than a little difficult to sell to the con-
sumer who sees his dollars worth less and
less, particularly if he’s an unemployed
worker.

But this administration continues to
cling adamantly to its game plan of re-
strictive fiscal and monetary policy, while
continually blaming the previous ad-
ministration for our current problems.

I would not attempt to exonerate the
previous administration from all blame
for today’s inflation. It is deplorable,
however, for the Nixon administration to
deny its responsibilities and take exten-
sive refuge in the fact that it inherited
an inflationary economy.

Preoccupation with a static past can
breed irresponsibility and preclude ac-
tion in the public interest. The Nixon ad-
ministration may be guilty in this re-
spect, because it does not seem to ap-
preciate the significance of recent de-
velopments. Most of the eminent econ-
omists testifying before the JEC the
past couple weeks agreed that excess de-
mand, which caused the inflation in the
last few years, has been eliminated. It
is no longer a problem. Continued efforts
to dampen demand are therefore not
relevant to the economy’s changed con-
ditions. On the contrary, they are at this
point pernicious because of the stagna-
tion they are promoting.

It is essential to realize that today's
inflation is of a “cost-push” or “price-
pull” variety and cannot be cured by a
further reduction of demand. Its causes
are cost pressures which have their origin
in the propensity of concentrated indus-
tries to boost prices despite declining
demand and excessive wage increases
won by powerful unions.

It is because of this fundamental
change in the nature of the situation
that tight money, fiscal frugality, and
widespread unemployment can be ex-
pected to reduce demand but not curtail
inflation.

The existence of the cost-push infla~
tionary dilemma was clear at the time of
the JEC hearings on the economic re-
port in January. I, for one, recommended
at that time a strong return to wage-
price guideposts and jawboning on the
part of the President—in order to halt
the wage-price spiral. These recommen-
dations were unfortunately rejected by
the administration.

However, now the administration is
coming on a little late and a little weak
with the Council of Economic Adviser's
“inflation alert”—which Professor Solow
wryly characterized as having “all the
potential for action of a notice from the
Weather Bureau saying that it rained
last Thursday.”

Even Chairman MecCracken of the
CEA—the President’s top ecenomic ad-
visor—could only say to the JEC that the
alert “may have some marginal effect in
some cases.” That is one hell of a heart-
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ening statement about a policy that is
supposed to deal with one of the most
serious problems we face in the country
today—inflation.

These are simply not strong enough
measures. Unless we in the Congress do
something, there is simply going to be
little or no moral restraint and no effec-
tive self-restraint, in the wage-price field.

A considerable part of the problem
stems from this administration’s almost
theological adherence to a hands-off
policy in the wage-price fleld—a policy
which, as one economist put if, delights
labor, pleases business, puzzles the finan-
cial community both here and abroad,
and shortchanges the public. Recently,
both Fortune magazine and Business
Week have come forth with pointed
editorials strongly urging the adoption of
a meaningful incomes policy.

Direct intervention and leadership—
for the public interest—not mandatory
controls, is needed to accompany appro-
priate fiscal and monetary policies for
stabilization.

However, if this course is not pursued
vigorously, some kind of temporary wage-
price controls may be necessary.

Mr. Chairman, the most important
fact to emerge from the Joint Economic
Committee’s hearings is that the infla-
tion of the present and the near future
will be the doing of concentrated indus-
tries, capable of administering prices,
and large unions, with sufficient muscle
to demand big wage increases. Monetary
and fiscal controls are impotent in the
face of prices and wages which do not
respond to normal market laws of supply
of demand. And yet these policies con-
tinue, with their predictable recessionary
impact.

Permit me to quote excerpts from the
testimony of Dr. John Blair, former chief
economist for the Senate Subcommittee
on Antitrust and Monopoly, offered a
Iueid explanation of this phenomenon fo
the JEC last week:

The price structure is composed of two
very different types of prices; one of the
prices of classical economie theory which are
sensitive to changes in demand in relation to
supply; the other the prices of concentrated
industry which change infrequently and are
generally not responsible to short-run
changes in supply and demand. . , . Monetary
and fiscal restraints designed to arrest in-
creases in the general price level will succeed
in their purpose to the extent—but only to
the extent—that the price structure is com-
posed of the former type of prices.

Continuing, Blair points out that:

About half of the price structure in terms
of weight could be estimated to be composed
of products which respond to a reduction in
demand with a decline in price. At the same
time it must be recognized that a substantial
proportion of the other half is composed of
products whose price behavior during down-
turns can only be regarded as perverse . . .
barring a severe depression, the probabilities
are that while the effect of price declines in
the flexible-price sector will be sufficient to
slow down the rate of advance in the general
level of prices, the price increases in the con-
centrated sector will continue to cause. it to
move upward,

If intervention and leadership are not
forthcoming on this problem from the
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administration what can be done to pre-
vent big business and big labor from fos-
tering “cost-push” inflation? Professor
Galbraith suggested in his testimony be-
fore the Banking and Currency Commit-
tee:

The proper course is, under legislative au-
thorization, to freeze all prices and wages as
of some recent date. This should be for a
period of about six months. This assures all
concerned that the spiral has come tg an end.
Where prices and wages are set by the market
rather than by corporate and union power,
there is no need to continue the freeze. This
means that all retail prices, all farm prices,
all wages not covered by collective bargain-
ing controls, all prices of firms employing
fewer than a hundred (possibly even a thou-
sand) -workers should be released from con-
trol. The point is important, Where neither
corporations nor unions have power to shove
up prices and wages the government, ob-
viously, does not need to prevent shoving.
Some of these prices and wages will rise but
that is a market decision. One needs only to
control through public action those prices
that are privately controlled.

Mr. Chairman, if current trends
continue, a wage-price freeze may be
necessary to protect the public interest.
That is why I strongly support title IT
of the Defense Production Act providing
the President with standby authority “to
issue such orders and regulations as he
may deem appropriate to stabilize prices,
rents, wages, and salaries at levels not
less than those prevailing on May 25,
1970.”

I hope that a freeze will not be neces-
sary, because controls of this kind are
undesirable, if they are avoidable. But I
believe the President should be equipped
with the authority to employ them in an
emergency. I also believe we may be
approaching such an emergency. And I
believe the Congress should express in
advance its unequivocal support of the
President, in the event he finds a wage-
price freeze essential to the economic
well-being of the Nation,

The passage of this provision, I might
add, will do one thing more. It will en-
hance the President’s persuasive power
to such an extent that he may not have
to resort to the actual use of this author-
ity. The President will be able to tell
business and labor leaders, “If you go
through with unduly inflationary price
and wage hikes, I will be forced to take
advantage of the backing of the Congress
and institute a wage-price freeze.”

An earlier Republican President ad-
vised of the virtue of speaking softly, but
carrying a big stick. Mr. Nixon has
spoken of lowering our voices. If he wants
to do that, he had better have the big
stick of title IT.

Moreover, since the amendment pro-
vides for a retroactive freeze, it cannot
be criticized on the grounds that it will
encourage labor and business to “jump
the gun,” boosting wages and prices be-
fore the President establishes a freeze.
This would be a possibility, if the amend-
ment provided for a freeze based on wage
and price levels extant at the date of
invocation.

Mr. Chairman, neither business nor la-
bor is really benefitting from the infla-
tionary spiral. One JEC witness noted:
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Surely both labor and business must real-
izé that they are on a treadmill that is get-
ting no one anywhere. Instead, each firm
and union feels it has to run ever faster just
to be sure that it stands still. I belleve that
a great many of the leaders on both sides
now know that this is a losing game, and
that the country’s interests, as well as their
own, justify their committing themselves to
some degree of wage and price restraint, of-
fered in return for a simultaneous commit-
ment of restraint by others—in a pattern of
mutual de-escalation.

Mr. Chairman, I hope that business
and labor do need only a nudge in the
right direction. I think the passage of
title IT can serve as that nudge. If that
is not enough, I urge the President to
take stronger measures to bring cost-
push inflation under control, while en-
couraging monetary and fiscal relaxa-
tion to get the economy out of its cur-
rent rut and on the road toward sustain-
able growth and full employment so that
we can get on with the work that needs
to be done in this country.

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

Mr. MOORHEAD. I am glad to yield
to the gentleman.

Mr. LOWENSTEIN. I want to con-
gratulate the gentleman on his powerful
analysis of the serious economic situa-
tion we find ourselves in today. I am
startled to hear some of my Republican
friends say that the President, who is so
willing to use authority he probably does
not have in some areas, is so reluctant
to be given authority he might need in
others. Does he for some reason enjoy
exercising authority only when he prob-
ably has not got it? Be that as it may,
it seems to me kind of irresponsible not
to give him the authority granted in this
bill in view of his own description of the
economic problems the Nation faces.

Mr. MOORHEAD. I think that is cor-
rect. By giving him that authority we
may insure that he never needs to invoke
it. And, that is why I believe it should
be kept in the discretion of the President.

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

Mr. MOORHEAD, I yield to the dis-
tinguished majority leader.

Mr. ALBERT. Mr. Chairman, I too,
want to compliment the gentleman upon
his statement.

Mr. MARTIN. Mr. Chairman, I move
to strike the requisite number of words.

Mr. Chairman, I rise in support of
this amendment.

Title IT in this bill is completely un-
necessary. It is completely impractical.

I have made a study and some research
in regard to World War II and the price
and wage controls that were placed upon
our economy during that period of time.
I want to take just a moment here to
give us a brief résumé as to the results
of my study and research and the his-
tory as to what happened immediately
preceding our entrance into World War
II and during the wartime.

On May 28, 1940, President Roosevelt
established the National Defense Ad-
visory Committee which had broad pow-
ers in the field of wage and price con-
trols. On January 30, 1942—and this
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was about 6 weeks after Pearl Harbor,
the Congress passed the Emergency Price

Control Act which, again, gave further
powers and detailed more of those

powers to an agency of the Government
to control prices and wages in the United
States. At the same time and during the
same month, January 1942, President
Roosevelt established by Executive order
the National War Labor Board. Now, let
me give you some results as to what oc-
curred in the next 3 or 4 months after
this legislation was enacted into law by
the Congress.

Between December 1941 when Pearl
Harbor occurred, and April 1942, con-
sumer prices continued to increase and
they increased at a rate of 1.1 percent
per month.

From December 1941 to October 1942,
they continued to increase at .8 percent
per month which is almost 10 percent a
year.

In October 1942, the Congress passed
the Stabilization Act of 1942 because the
price and wage controls were not work-
ing and were not bringing inflation un-
der control.

President Roosevelt requested further
legislation. Let me give you the results
after this, and I will go back, first, from
January 1941 to October 1942 when con-
sumer prices increased 18.1 percent or
at an average of slightly under 1 per-
cent a month. From October 1942 fo
April 1945 they had dropped to 4.3 per-
cent over that period of time or about
.12 percent per month.

Then, we finally got control of the situ-
ation along in August of 1943, and from
August 1943 until August 1945, the last
2 years of the war, we only had an in-
crease of .15 percent per month during
that period of time, But it took us until
April 1943 to really get this thing under
control, inflation.

Title II is an idle gesture to give stand-
by controls to the President until next
February 28. How much good do you
think that will do?

Mr, Chairman, I support the amend-
ment.

Mr. RANDALL, Mr. Chairman, I move
to strike the requisite number of words.

Mr. Chairman, I rise in opposition to
the amendment.

An editorial appeared not long ago in
the Kansas City Star entitled, “How To
Trap the President.”

It suggested the Congress may be try-
ing to embarrass the President. I think
we all recognize the competence of Presi-
dent Nixon, and if he does not want to
be trapped, he cannot be trapped. It's
going to be quite a task for anyone to
embarrass President Nixon.

Earlier in the debate reference was
made to the article in the Wall Street
Journal about wholesale price increases.
It pointed out prices rose 0.5 percent in
July or the most in 6 months. The sub-
headline is as follows:

Preliminary figures seen as setback for the
administration in fight against inflation.

This quote is not a fiement of my
imagination. It is from the Wall Street
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Journal which I see so many of the Mem-
bers on both sides of the aisle read
regularly.

Now I predict based on this article
there will be increasing inflation. Nearly
every economist predicts inflation will
continue. If this is so, Mr. Nixon may be
glad, perhaps by November, that we
passed this bill here today. Instead of op-
position from the other side of the aisle,
there should be the realization that come
November our work today will not be
regarded as a trap, or as embarrassment.
Rather, Mr. Nixon may well want to use
those tools before November. He will
have nothing to use, if we do not enact
this bill today.

Now exactly where are we? Some of
the Members have said that we are not
acting in good faith, or that we are not
really sincere.

Some time ago I introduced my own
bill, providing for price and wage con-
trols. I thought it was meritorious legis-
lation. It did not create a huge new
bureaucracy. The reason it was intro-
duced was because of the answers that
we received when we submitted our 1970
opinion poll to our constituents. The
gentleman from Ohio (Mr. WyYLIE)
quoted from his poll saying his people
were not in favor. Well, I sent out 70,000
questionnaires.

Many thousand were returned. The
questionnaires contained the following
question:

In order to control inflation, do you favor
the use of wage-price controls?

Seventy-one percent said, “Yes, we
want controls.” Then, also contained was
the question:

Are you agalnst such controls?

Only 28 percent said “No, we do not
want such controls.” Thus as to our own
district, two-thirds, and almost three-
fourths preferred controls.

In the debate earlier the gentleman
from Illinois (Mr. ANDERSON), I believe,
was talking about the situation in his
district with respect to wages. He said,
I believe, that some wage rates had gone
up from $6.35 to $11 an hour. Yet, how
can he or any of us expect the wage
earners to accept lower wages if nothing
is done to put a ceiling on prices and
rents?

Mr. ANDERSON of Illinois. Mr. Chair-
man, will the gentleman yield?

Mr. RANDALL, In just a moment. Let
me finish.

Mr. ANDERSON of Illinois. Will the
gentleman yield just on that point?

Mr. RANDALL. Just briefly.

Mr. ANDERSON of Illinois. Mr. Chair-
man, does the gentleman suggest that
when last year we had an inflation break
in the Consumer Price Index of approxi-
mately 6 percent, and I think between
19656 and 1970 you had infiation, I be-
lieve, of about 11 percent as an accumu-
lative figure, how do you suggest that we
can possibly work against increasing in-
flation with increases of the kind that
I described?

Mr. RANDALL. The gentleman can
get his own time. He has already had
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some time. But let me address myself
to his observation.

All I am saying is that the situation
of the wage rates of the gentleman's
district also exist in the greater Kansas
City district. I believe the gentleman
from Kansas (Mr. WINN), made some
brief remarks about wage demands of
138 percent increase the Missouri-
Kansas area. I submlt that if we pass
this bill today and the other body con-
curs we will create a psychological at-
mosphere that may settle the Kansas
City strike and also head off some other
strikes in the future.

Mr. Chairman, I do not have a crystal
ball or can predict what will happen
when the roll is called. but I suspect that
many of those who are speaking against
wage and price controls as partisans,
when the moment of truth arrives there
will be very few who will want to be in
the position to deny the President of the
United States the means to curb in-
flation. I repeat, when the roll is called
this bill will be passed by an overwhelm-
ing vote.

The CHAIRMAN. The
gentleman has expired

Mr. WRIGHT. Mr. Chairman, I rise
in opposition to the amendment.

Several of the Republican Members
have suggested that somehow this pro-
vision to give the President standby au-
thority which he may impose at his dis-
cretion constitutes some sort of dark,
sinister plot to embarrass the President.

There are many areas of governmental
activity, of course, in which discretionary
authorities of this type exist.

Congress has authorized standby con-
trols in the farm programs, in the admin-
istration of the draft, and in the trade
and tariff legislation to name but a few.
I am not aware that any of these has
ever been predicated upon a purpose of
producing presidential embarrassment.

Often the very existence of discretion-
ary power to act in extreme cases serves
as a psychological deterrent which makes
exercise of the authority unnecessary.

Obviously something must be done to
curb inflation. This offers to the Presi-
dent an additional weapon. Personally, I
think wage and price and rent and credit
guidelines would be far more effective and
far less hurtful to the American economy
and the American public than continued
reliance upon the discredited and mis-
begotten policy of ever higher interest
rates.

I can assure the gentlemen who sit on
the Republican side of this Chamber that
it is far from my purpose to embarrass
the President by word or deed. I realize
that when the President of the United
States is embarrassed, I am embarrassed
because my country is embarrassed.

I should think the President would be
more gravely embarrassed, however, if
he were confronted with a continuing rise
in inflation and unemployment, and a
continuing decline of the stock market, in
the face of the demonstrably ineffective
means that have been heretofore at-
tempted as a hedge against inflation, and
had no other tools that he could employ
to cope with these contingencies.

During the administration of Presi-
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dent Johnson I supported a move on the
floor of this House by the gentleman
from Wisconsin (Mr, REuss) to give to
President Johnson standby authority in
the field of credit controls. The Presi-
dent had not asked for such authority,
but I thought it a good idea, a useful
congressional initiative, and supported
the Reuss motion. I certainly assure my
colleagues of the House that I did not
do that in an effort to embarrass my
friend, then President Johnson.

Similarly, I want to assure every Mem-
ber of this House that I am speaking
not in an effort to embarrass the Presi-
dent of the United States, but in an
effort to assert the strong feelings of
the House that something should be
done and something more effective than
this demonstrably counterproductive and
potentially ruinous policy of increasing
interest rates.

Now if you take the position that you
do not want to support this bill—then
just what do you recommend? What
should we do to halt inflation? Continue
the present policy? Increase interest
rates still further? What is your
alternative?

Someone says that it is politics. Pol-
itics in what sense? Politics perhaps in
the sense that Webster defines politics
as the science and art of government.
It falls on us, the Representatives of the
people of the United States, to try to
devise ways and means that will effec-
tively halt the tide of inflation.

I just wonder what you are going to
say when you go back home. Are you
simply going to say that you are against
inflation? Then what are you for?
Higher interest rates—higher than they
are today?

Today a $20,000 house will cost to
amorfize the loan over a 30-year period
at today’s interest rates—$38,000 in in-
terest alone—or almost twice the cost
of the house itself—$58,000 in prinecipal
and interest, almost three times the
value of the house. The increase in in-
terest rates over the past 2 years has
sapped the economy of some $35 billion
this year—more than the cost of the war
in Vietnam.

There is nothing partisan about infla-
tion, my friends. It hits Democrats and
Republicans alike. There is nothing par-
tisan about unemployment. Unemploy-
ment is no respecter of persons. There
is nothing partisan about rising interest
rates and there is nothing partisan about
a decline in stock values. I suspect that
the latter may even affect Republicans
more adversely than it does Democrats.

But I should simply like to suggest
that what we are trying to do here is
to offer to the President of the United
States one more tool that he may, at his
discretion, employ. If anybody finds any-
thing bad about that, I do not know
what it is.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that debate on this
amendment, and all amendments there-
to, do now close.

PARLIAMENTARY INQUIRIES

Mr, BROWN of Michigan. Mr. Chair-
man, a parliamentary inguiry. Is it the
suggestion of the gentleman that debate
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close on this amendment, and all amend-
ments thereto—but not on all amend-
ments to title II?

Mr., PATMAN, Only on this amend-
ment, and all amendments thereto.

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

Mr, WILLIAMS. I object.

The CHAIRMAN. Objection is heard.

Mr. WILLIAMS. Mr. Chairman, a par-
liamentary inquiry. Do I understand the
gentleman from Texas is proposing that
we cut off debate on the amendment
right now?

Mr. Chairman, my parliamentary in-
quiry is this:

Does the gentleman propose to close
off all debate on this amendment right
now?

Mr. PATMAN. Yes.

The CHAIRMAN. That is the under-
standing of the Chair.

Is there objection to the request of
the gentleman from Texas (Mr. Par-
MAN) ?

Mr. MARTIN. Mr. Chairman, I object.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that debate close in
5 minutes on this pending amendment,
and all amendments thereto.

Mr. MARTIN. Mr. Chairman, I object.

MOTION OFFERED BY MR, PATMAN

Mr. PATMAN. Mr. Chairman, I move
that all debate on the pending amend-
ment, and all amendments thereto, close
in 10 minutes.

The CHAIRMAN. The question is on
the motion offered by the gentleman
from Texas.

The question was taken; and on a divi-
sion (demanded by Mr. ANpErsoN of Il-
linois) there were—ayes 66, noes 39.

So the motion was agreed to.

The CHAIRMAN. The Chair recognizes
the gentleman from Pennsylvania (Mr.
WILLIAMS) .

Mr. WILLIAMS, Mr. Chairman, the
previous speaker, the distinguished
gentleman from Texas (Mr. WRIGHT)
asked a question: How are we going to
stop inflation if we do not pass title IT
of this bill?

The answer to the question is very
simple. All we have to do is to start to
get the U.S. Government out of the
money market so that more money is
available and interest rates will go down,
money will become less tight, and in-
flation will end.

The distinguished gentleman from
Pennsylvania (Mr. MOORHEAD) also
painted a very dire picture of the eco-
nomic plight of this country at the pres-
ent time. The only way I believe we
could have solved the present problem in
accordance with his thinking was to have
taken action on the previous amend-
ment, which would have invoked wage
and price controls by the Congress at this
time,

The CHAIRMAN. The Chair recog-
nizes the gentleman from Illinois (Mr.
ANDERSON) .

Mr. ANDERSON of Illinois. Mr.
Chairman, the previous speaker has
suggested to this House that with the
passage of this legislation we would
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somehow be equipping the President
with a very valuable tool which he sim-
ply would have to use. Let me point out
that it was none other than Mr. Leonard
‘Woodcock, who is now president of the
AFL-CIO, who testified before the Bank-
ing and Currency Committee in June of
this year on the subject of a temporary
freeze, which is all that this legislation
would provide, saying:

Violations of the temporary price freeze
would be rife since no firm tempted to vio-
late would seriously believe that the govern=-
ment would spend the enormous sums that
would be required, over a period of years
after the freeze had ended, to do even a half-
way thorough job of investigating the mas-
sive accumulations of records that would
have to be kept and to prosecute violations.
(In the current absence of the national unity
and patriotic fervor that reinforced price
controls during World War II and the Eo-
rean War potential violators would be largely
free of the inhibitlons of conscience.) Nor
would they be deterred by Title II's penal-
ties—even if they grossly overestimated the
likelihood of being caught in violation. A
fine of $5,000 is a fleabite compared to the
gains that would be obtainable by many
companies through illicit price increases.”

In short, he effectively gave the lie to
the argument that a temporary wage-
price freeze could easily be employed as
an anti-inflation tool.

What we face today is primarily infla-
tion in the service part of the economy,
where inflation has amounted to about
34 percent since 1965, as opposed to about
11 percent inflation in the price level of
durable goods. That is precisely the sec-
tor of the economy—the services sec-
tor—where it would be impossible to im-
pose this kind of a temporary freeze
without a huge bureaucratic machine
that could not possibly be employed be-
fore the freeze had expired. So do not
try to make this House or the American
people believe that in passing title IT you
are passing anything other than a polit-
ically contrived sham.

This is the political season, so I have
no objection to my friends on the Dem-
ocratic side of the aisle indulging in their
favorite pastime as long as they are not
allowed to pull the wool over the eyes of
the American people.

The CHAIRMAN. The Chair recog-
nizes the gentleman from Nebraska (Mr.
MARTIN) .

Mr. MARTIN. Mr. Chairman, I would
merely like to point out that in his re-
marks a few moments ago the gentleman
from Texas (Mr. WricHT) said that in-
terest rates were at an extremely high
point. I would like to point out to the
gentleman that he has forgotten that
interest rates were included by an
amendment to this bill.

The date is May 25 when the peaking
interest rates were approximately the
highest since before the Civil War, and
since that time the interest rates have
gone down, so the gentleman by this
action would be setting interest rates at
the highest point in more than 110 years.

The CHAIRMAN. The Chair recog-
nizes the gentleman from Wisconsin (Mr.
REUSsS).

Mr. REUSS. Mr. Chairman, the issue
before us is simply this.

The mipr~rity, which seeks to sfrike
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title II, says, in effect: Gaze upon the
grinding inflation that we have, the ever-
increasing unemployment, the stagnat-
ing gross national product, the liquidity
squeeze, the balance-of-payments crisis,
the selloff in the Wall Street stock mar-
ket, all of them the fruits of our policy;
these are good, and nothing more must
be done.

On this side of the aisle, we believe that
more is needed.

That is the sole and simple issue. If we
believe something must be done to stop
inflation, give the President these powers.
Preserve title II.

The CHAIRMAN, The Chair recognizes
the gentleman from Iowa (Mr. Gross).

Mr. GROSS. Mr. Chairman, I yield
to the gentleman from Michigan (Mr.
CEDERBERG) .

Mr. CEDERBERG. Mr. Chairman, I lis-
tened with interest to much of the debate
this afternoon. Obviously, it is a very
partisan debate, trying somehow to place
blame on the Nixon administration that
has been in power only about a year and
a half.

I noticed a few days ago the genial
chairman of the Democratic National
Committee, Mr. O’Brien, apologized to
the American people and especially to
the young people for the way in which
the Democratic administration—and he
was part of the Johnson and Kennedy
administrations—became involved in a
war in Vietnam and all of these activities.
I think along with that apology to the
American people, it might not be a bad
idea if the chairman of the Democratic
National Committee in this apology
would also include an apology to the
American people for the complete fiscal
mismanagement of the economy during
the time that they were in power.

The CHAIRMAN. The Chair recognizes
the gentleman from Texas (Mr. PATMAN)
to close the debate.

Mr. PATMAN. Mr. Chairman, I hope
this amendment is defeated.

Mr. Chairman, I yield to the gentle-
man from Wisconsin (Mr. REUSS).

Mr. REUSS. Mr. Chairman, on the
point introduced by the gentleman from
Michigan (Mr. CEDERBERG) a minute ago,
that somehow this inflation from which
we are now suffering was something in-
herited from the previous administration
and, therefore, there is nothing that can
be done about it; well, the Democratic
Party in 1961, when it came to power, in-
herited a T-percent unemployment rate
from its predecessors, but instead of
bellyaching and saying nothing can be
done about it, something was done about
it. Unemployment was cut in half and
the Nation is the better for it. i

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Ohio (Mr. W¥LIE).

The question was taken; and on a divi-
sion (demanded by Mr. WyLie) there
were—ayes 48, noes T1.

So the amendment was rejected.

Mr. PATMAN., Mr. Chairman, I wonder
if we can agree on a time for consid-
eration of the remainder of the bill, What
about 20 minutes, or something like that?

Mr. WYLIE, Mr, Chairman, I have an-
other amendment.
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The CHAIRMAN., Does the gentleman
from Texas make a unanimous-consent
request?

Mr. PATMAN. Mr, Chairman, I ask
unanimous consent that all debate on
the remainder of the bill and all amend-
ments thereto conclude at 4:20 p.m.

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

Mr. GROSS. Mr. Chairman, reserving
the right to object——

The CHAIRMAN. The gentleman from
Iowa reserves the right to object.

Mr. GROSS. Mr. Chairman, I with-
draw my reservation. I may have an
amendment.

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

There was no objection.

AMENDMENT OFFERED BY ME. WYLIE

Mr. WYLIE. Mr, Chairman, I offer an
amendment.

The Clerk read as follows:

Amendment offered by Mr. WyLiE: Page
10, strike line B and insert in lieu thereof the
following: “rents, wages, and salaries in con-
nection with all contracts with any agency
of the United States at levels not less than
those pre-".

The CHAIRMAN. The Chair will rec-
ognize Members standing at the time
the limitation of debate was entered for
approximately 4 minutes each.

The Chair recognizes the gentleman
from Ohio (Mr. WYLIE).

Mr. WYLIE. Mr. Chairman, I will be
brief in support of my amendment.

If we are going to give the President
standby authority for wage and price
confrols we ought to do it right. We
ought to provide a means for a reduction
in Federal spending, which is the real
cause of the inflation we now face.

On my questionnaire, to which I re-
ferred a little earlier, I had another ques-
tion, “Do you favor voluntary wage and
price controls as a prerequisite to getting
Government contracts?” Those who said
“yes” were 59 percent, and “no” were 41
percent.

This amendment would give the Presi-
dent authority, if he wanted to use it, to
agree with contractors who produce a
goods or service, to produce them at a
fixed price during the pendency of the
contract.

We know about the cost overruns on
the C-5A, on the F-111 on the Cheyenne
helicopter and other Government con-
tracts which have contributed to the in-
flation. This amendment would simply
say that the President could issue such
wage and price regulations as he deemed
necessary in contracts with agencies of
the Federal Government. If the Presi-
dent chose to institute such controls, they
would be a prerequisite to obtaining cer-
tain contracts, and the contractor could
voluntarily enter into wage and price
agreements with the Government for the
length of the contract.

I believe, as I have said, if we are go-
ing to give the President this standby au-
thority we should make it apply on a dis-
cretionary basis so it could be applied to
the cost overrun types of Government
contracts. This would avoid the sugges-
tion of the evils of wage and price con-
trols covering the entire economy.
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Mr. REUSS. Mr. Chairman, will the
gentleman yield?

Mr. WYLIE. I am glad to yield to the
gentleman from Wisconsin.

Mr. REUSS. I had difficulty under-
standing the gentleman’'s amendment.
Am I correct in my sensing that his
amendment would wipe out the power
contained in title II, to empower the
President to control prices, rents, wages,
and salaries?

Mr. WYLIE. And interest rates. It
would give authority to the President so
that he could apply wage and price con-
trols on Government contracts only.

Mr. REUSS. Then it would, in effect,
wipe out title IT; would it not?

Mr. WYLIE. No; I would not admit it
would wipe out title II. It would give the
President discretionary authority to fix
wages and prices if he saw fit as a pre-
requisite to a company or a corporation
getting a Government contract. As I say,
I believe that this would provide the
President with the power to reduce the
cost overrun-type confract such as we
have seen on the C-5A, the F-111, and
the Cheyenne helicopter, which have
contributed significantly to inflation,

Mr. Chairman, I submit that the big
reason for the inflation that we now
have is the cost of running the Govern-
ment—excessive Government spending.

Mr. REUSS. Will the gentleman yield
further?

Mr. WYLIE, Yes; I yield to the gentle-
man.

Mr. REUSS. The time has passed when
a point of order could be made against
the gentleman’s amendment. I must say
that I would have made one had I
realized what the amendment does, be-
cause in fact it duplicates the amend-
ment which was just voted down, which,
if it had passed, would have taken away
the power of the President to stabilize
wages and prices.

Mr. WYLIE, Apparently I have not ex-
plained my amendment understandably
to the genfleman from Wisconsin. I do
not intend that it wipe out title II, al-
though I favor that. I intend it to apply,
as I say, to contracts with the Govern-
ment and not to apply to all segments
of our economy across the board, includ-
ing the private sector.

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Ohio (Mr. WYLIE).

The amendment was rejected.

AMENDMENT OFFERED EY MR. BROWN OF
MICHIGAN

Mr. BROWN of Michigan, Mr. Chair-
man, I offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. Broww of
Michigan: Strike all of title IT, page 10 line 1
through page 11 line 17, and insert:

“TITLE II-COST OF LIVING AND ECO-

NOMIC STABILIZATION
“FINDINGS AND SHORT TITLE

“SEc. 201. (a) The Congress determines it
Is essential to the Nation that the economy
be protected against inflationary pressures
and economic destabllizing Influences; that
the responsibility for maintainins a stabi-
lized economy is a joint one to be shared by
both the Congress and the President; that
wage and price controls are necessary to ef-
fectuate this national policy; and, that the
proper funection of the Congress in this joint
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responsibility is the freezing of wages and
prices pending implementation by the Presi-
dent of such polliey through adjustments up-
ward or downward of prices or wages hereto-
fore or hereafter established.

“(b) Consistent with the foregoing deter-
mination, this title may be cited as the
‘Economic Stabilization Act of 1970.

“PRICE AND WAGE STABILIZATION

“Sec. 202. No price, rental, commission,
margin, rate, fee charge, or allowance paid
or received on the sale or delivery, or the pur-
chase or receipt by or to any person, of any
material or service, including salaries, wages,
or any other form of compensation, shall be
in excess of those prevalling as of the date
of adoption of the resolution provided for
in section 209 of this title, unless and until
an adjustment in the same shall have been
approved In accordance with section 203 of
this title.

“PRESIDENTIAL AUTHORITY

“Sgc. 203. (a) The President is authorized
notwithstanding section 202 hereof, to order
or approve an adjustment In any price,
rental, commission, margin, rate, fee charge,
or allowance paid or received on the sale or
delivery, or the purchase or receipt by or to
any person, of any material or service, in-
cluding salaries, wages, or any other form
of compensation heretofore or hereafter es-
tablished, which he may deem appropriate
consistent with the findings and national
policy set forth in section 201 of this title.

“(b) The Presldent shall implement this
section by the issuance of such rules, regu-
latlions, and orders as he shall deem appro-
priate and which may be necessary to pre-
vent gross inequities. To effectuate the pur-
pose contemplated by this title, the President
shall be entitled, by regulation, subpoena, or
otherwise, to obtain such information from,
require such reports and the keeping of such
records by, make such inspection of the
books, records, and other writings, premises
or property of, and take the sworn testimony
of, any person as may be necessary or appro-
priate, in his discretion, to the enforcement
or the administration of this title and the
regulations or orders issued thereunder. In
case of contumaey by, or refusal to obey a
subpena served upon, any person referred
to in this subsection, the district court of
the United States for any district in which
such person is found or resldes or transacts
business, upon application by the President,
shall have jurisdiction to issue an order re-
quiring such person to appear and give testi-
mony or to appear and produce documents,
or both; and any fallure to obey such order
of the court may be punished by such court
as a contempt thereof.

“DELEGATION

“Sec. 204. The President may delegate the
performance of any function under this title
to such officers, departments, and agencies
of the United States as he may deem appro-
priate,

“PENALTY

“Sec. 206. Any person who willfully violates
any provision of this title or any rule, regu~
lation, or order issued thereunder, shall be
gullty of a misdemeanor and shall, upon con-
viction thereof, be subject to & fine of not
more than $10,000.00, or imprisonment of not
more than one year, or both.

YINJUNCTIONS

“Sec. 206. Whenever it appears to the Presi-
dent or to any agency of the United States,
authorized by the President to exerclise the
authority contained in this section to enforce
the rules, regulations and orders 1ssued under
this title, that any person has engaged, is
engaged, or i1s about to engage in any acts
or practices which constitute, or will con-
stitute, a violation of any rule, regulation,
provision or order under this title, he or it
may bring an action, in the proper district
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court of the United States or the proper
United States court of any territory or other
place subject to the jurisdiction of the Unit-
ed States, to enjoin such acts or practices,
and upon a proper showing a permanent or
temporary injunction or restraining order
shall be granted without bond. Upon appli-
cation of the President or such agency, any
such court may also issue mandatory injunc-
tions commanding any person to comply
with any regulation or order under this title.
YEXPIRATION

“Sgc. 207. The authority to issue and en-
force rules, regulations and orders promul-
gated under this title expires at midnight,
February 28, 1972, but such expiration shall
not affect any proceeding under section 206
for a violation of any such rule, regulation, or
order, or for the punishment for contempt
committed in the violation of any injunction
issued under section 206, committed prior to
March 1, 1972,

“APPROPRIATIONS AUTHORIZATION

“Sec. 208. There are hereby authorized to
be appropriated such sums, not exceeding
£2,000,000,000, as may be necessary and ap-
propriate for the carrying out of the provi-
sions and purposes of this title by the Presl-
dent and such agencies as he may designate
or create.

“EFFECTIVE DATE

“Sec. 209. (a) The provisions of sections
202, 203, 204, 205, 208, and 207 of this title
shall become effective upon the adoption of
a resolution by the Joint Committee invok-
ing the mandate of section 202.

“(b) The ‘Jolnt Committee’ referred to in
this section 209, shall consist of the Joint
Economic Committee of the BSenate and
House of Representatives, the Speaker and
minority leader of the House of Representa-
tives, and the majority and minority leaders
of the Senate. The Joint Committee shall be
chaired by the chairman of the Joint Eco-
nomic Committee.”

Mr. PATMAN (during the reading).
Mr. Chairman, I ask unanimous consent
to dispense with further reading of the
amendment and that it may be printed
in the Recorp and be open to amend-
ment at any point.

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

There was no objection.

Mr. BROWN of Michigan. Mr, Chair-
man, the amendment that I am offering
is one offered in the Committee on Bank-
ing and Currency and which failed on a
straight party line vote. I trust that my
offering it here in the House will not find
it receiving a similar fate.

What my amendment does is retain in
the Congress the authority to make the
policy decision of imposing wage and
price controls. Then it gives to the Pres-
ident, once that policy decision has been
made, the authority to implement that
decision.

What my amendment does is this. I
want to put it in sharp focus and make
it as clear as it can be. It asks this ques-
tion: Is this House unwilling to entrust
to itself a policy decision that which it
will delegate to the President

My amendment then goes on and pro-
vides funds for the implementation of
wage and price controls for all of those
who think that they should be imple-
mented and provides guidelines and
standards under which they may be car-
ried out. It does not, as title IT presently
provides, grant to the President unlimit-
ed authority in the decisionmaking and
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the implementation of wage and price
controls.

Furthermore, we have been discussing
here the question of wage and price
controls, but there is nothing in title II
which relates to controls. Title II of the
bill before us only establishes a floor
below which prices and wages cannot go.

Read the bill, gentlemen. The amend-
ment that I propose would establish a
joint committee. The Congress acting
responsibly would delegate to this com-
mittee, consisting of the Joint Economic
Committee, the Speaker of the House
and the minority leader of the House as
well as the majority and minority lead-
ers of the Senate, the authority to im-
pose a freeze on wages and prices and
after that freeze has been ordered, a
proper policy function to be determined
by the Congress, the President can im-
plement and adjust wages and prices
upward or downward to maintain eco-
nomic stabilization and eliminate in-
equities which may exist in prices at the
time that the freeze is imposed.

Gentlemen, you cannot abdicate your
responsibility or hide behind the failure
to make a decision in this regard. You
are not going to have an opportunity.
You are going to be held responsible.

Mr. Chairman, I would suggest to my
colleagues, if you are interested in the
public welfare, if you are interested in
this Nation, if you are interested in the
economy, that the Congress in partner-
ship with the President make the de-
termination on wage and price controls
and then let the President implement
that action as it should be done.

Frankly, Mr. Chairman, I dislike the
idea of wage and price controls. As I said
earlier, I think they are ineffective for
the type of inflation we have. But I dis-
like even more the failure of this Con-
gress, of the House of Representatives,
to face up to its responsibilities when it
has the vehicle to do so through my
amendment which will permit it to ac-
cept the responsibility to retain the au-
thority for the imposition of wage and
price controls. I say this, Mr. Chairman,
because if my amendment is not adopted,
I intend to support whatever may be an
opportunity for the Congress to accept
its responsibility rather than to abdicate
that responsibility irrespective of what
position that puts me in on wage and
price controls.

The CHAIRMAN. The Chair recog-
nizes the gentleman from Pennsylvania
(Mr, MOORHEAD) .

Mr. MOORHEAD. Mr. Chairman, I rise
in opposition to the amendment.

Mr. Chairman, the amendment pur-
ports to put into the Joint Economic
Committee a power to set in motion
mandatory price and wage controls. At
the very time an emergency might arise
where congressional action would be
necessary, the Congress might not be in
session and the committee could not be
called together to act quickly enough.

Mr. Chairman, the second point is that
this is a matter which will have to be
administered by the President of the
United States. This amendment would
take away all power from the President.
There would be no Presidential partici-
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pation in the decision to invoke price and
wage controls.

Finally, Mr. Chairman, the gentleman
from Michigan (Mr. BrownN) says he
really does not like price and wage con-
trols. I agree with the gentleman, but
giving to the President the authority to
invoke them would permit the President
to call the parties to the White House
and say, “Look, if you go ahead with
these inflationary actions, I will invoke
the power that the Congress has given
me."”

That very power might obviate the
need for price and wage controls, But
that action is an executive action. No
legislative committee, no maiter how
brilliantly constituted, can properly take
an executive action.

Therefore, Mr. Chairman, I submit
that we have properly exercised our leg-
islative powers and given to the Presi-
dent the power to execute his Executive
power and urge that the amendment be
defeated.

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Michigan (Mr. BROWN).

The question was taken; and on a divi-
sion (demanded by Mr. BRownN of Michi-
gan) there were—ayes 21, noes, 53.

So the amendment was rejected.

Mr. GROSS. Mr. Chairman, I move to
strike the requisite number of words.

Mr. Chairman, I have been puzzled all
day by the language in this bill which
reads—and I will read the first sentence
of section 202:

The President is authorized to issue such
orders and regulations as he may deem ap-
propriate to stabilize prices, rents, wages,
and salaries at levels not less than those
prevailing on May 25, 1970.

The question I would like to have
answered is what is magic about May 25,
1970?

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

Mr. GROSS. Of course, I yield to the
gentleman.

Mr. REUSS. Mr, Chairman, in reply to
the inquiry of the gentleman from Iowa,
may I say that the magic is simply this:
that was the date upon which the in-
troduction of the bill was announced.
The bill was in fact issued a day or two
afterward—or 1 week afterward—and
this was in order to prevent profiteering.
It was felt that the President should have
the power if he wishes to exercise it to
roll back——

Mr. GROSS. How would this stop prof-
iteering? In the name of all that is holy,
how could you pick that kind of a date?
It must have more substance than the
date the bill was introduced. The date
the bill was introduced has no effect upon
the economy or finances of this country
one way or another,

Surely, you do not mean to tell me that
you predicate wage, price, and other con-
trols on the date of May 25, 1970; that
the implementing date of this legislation
is based merely on the fact that the bill
was introduced in Congress on that day?

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

Mr. GROSS. I yield to the gentleman
from Nebraska.

Mr. MARTIN. Mr. Chairman, I would
be glad to shed a little further light on
that, because the chairman of the Com-
mittee on Banking and Currency was
asked in our hearings before the Commit-
tee on Rules as to why May 25, 1970, was
selected, and his answer was that this
was picked out of thin air.

Mr. GROSS. I thank the gentleman
from Nebraska. Then the fact is that the
committee wrote into this legislation that
the wage, price, and salary levels be not
less than those prevailing on May 25,
1970, and the date is some ethereal thing
to which not the slightest importance can
be attached, one way or another.

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

Mr. GROSS. I hesitate to do so because
the gentleman from Texas was very re-
luctant to yield to me earlier.

Yes, I will yield to the gentleman brief-
ly, but please do not take all of my time.

Mr. PATMAN. The gentleman would
not want to make it lower, would he?

Mr. GROSS. If you are going to give
the President the untrammeled power to
control the economy of this country, if
you are going to delegate that kind of
power, then the answer is a resounding
“Yes."” Incidentally, I have always ad-
mired the gentleman from Texas for his
agility. The gentleman comes down here
in the well of the House day after day
and raises unshirted hell about the
powers that have been delegated to the
Federal Reserve Board, but the gentle-
man was perfectly willing to turn over
the credit of the United States to the
Federal Reserve Board 2 or 3 months ago,
and in this bill he is willing to turn over
the economic power of this country to the
Executive without the declaration of an
emergency of any kind.

Mr. Chairman, this is legislative and
political gimmickry at its worst. It al-
legedly provides the President with power
to put wage, salary, price, rent, and in-
terest controls into effect immediately
but it provides not one solitary dollar
to put this ponderous machinery in gear.

It establishes a meaningless date of
May 25, 1970, and says that wages, sal-
aries, prices, rents, and interest rates
shall not be lower than those prevailing
on that date. Then it provides for the
adjustment of inequities which appar-
ently means that an inequity at a lower
level would have to be adjusted to an
inequity that might prevail at a higher
level on May 25, 1970.

Moreover, no President should be dele-
gated the awful power to take over the
economy and finances of this Nation
without having declared an emergency
and the reasons therefor. And no Con-
gress should delegate to the President
such untrammeled power without re-
quiring such a declaration.

I am willing to give the President
emergency powers but I want him to tell
the citizens of this Nation that there is
an emergency that necessitates those
powers. This bill is a monstrosity in that
it holds out false hopes to the citizens of
this Nation.

Mr. PATMAN, Mr, Chairman, I move
to strike the last word.

Mr. Chairman, I think that a reading
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of the section is very clear. You must
have a date. And when I was asked in
the Committee on Rules as to how the
date was fixed, of course it was picked
out of the thin air insofar as the intro-
duction of the bill.

We prepared the. bill, and it was sev-
eral days before it was introduced. We
did not know when it was going to be
introduced, it depended upon certain
factors, but we did want a date fixed, and
it was based upon the introduction of
the bill for the reason that there would
be all kinds of inequities and injustices
if you did not have a date.

And if you will read the last sen-
tence:

Such orders and regulations may provide
for the making of such adjustments as may
be necessary to prevent gross inequities.

You have some flexibility there. You
must have a date. You could not have
a ‘better one—no one could suggest a
better one.

Mr. BROWN of Michigan. Mr. Chair-
man, will the gentleman yield?

Mr. PATMAN., I yield to the gentle-
man.

Mr. BROWN of Michigan. Let us as-

sume that a totally inequitable wage in-

crease and price increase occurred on
May 24. This bill says that you must
continue it. There would be no possible
way that you could eliminate that in-
equity except to raise all other prices
and wages a comparable inequitable
amount.

Mr. PATMAN. If you want to offer an
amendment to make the date earlier,
then offer it and see how much support
you get.

Mr. BROWN of Michigan. The legisla-
tion is so bad, it is unamendable, to make
it good.

The CHAIRMAN. The Chair recognizes
the ‘gentleman from California (Mr.
Hanna) to close debate.

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

Mr. EANNA. I yield to the gentleman.

Mr. STRATTON. Mr. Chairman, I rise
in support of the pending legislation, the
Defense Production® Act, especially title
II which provides the President with
standby authority for imposing controls
on wages, prices, salaries, and rents for
a temporary period.

I have long urged the adoption of such
standby authority as a means of com-
batting the present inflationary spiral
that has hit all of us, Now there are
those who tell us that this inflation is
abating, that we do not have to worry
too much about it from here out. But,
those who argue this way had the rug
rather neatly pulled out from under them
just yesterday when wholesale prices sud-
denly rose by a whopping five-tenths of
1 percent for the preceding month. This
certainly makes it obvious that we have
not yet defeated inflation by a long shot.

Yet, at the same time the economy is
slow and sluggish. Something needs to
be done to stimulate the economy and to
prevent mounting unemployment, and
that something would almost certainly
have to be money, whether through a
budget deficit or an expansion of the
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money supply. Either way the immediate
result of such action would be to feed the
fires of inflation still further.

That is why temporary controls are so
important: to allow us to stimulate the
economy enough to prevent a recession
from turning into a depression, but do it
without further aggravating our present
inflationary problem.

I do hope this legislation will be en-
acted, and I certainly hope the President,
in spite of what he has been quoted as
saying, will make effective use of this
authority.

PARLIAMENTARY INQUIRY

Mr. HANNA. Mr. Chairman, a par-
liamentary inquiry.

Mr, Chairman, there is no amendment
pending before the Committee at the
present time; is there?

The CHAIRMAN. The gentleman is
correct.

Mr. HANNA. In other words, after this
there will be a vote on the bill?

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

The CHAIRMAN. Under the rule, the
Committee rises.

Accordingly, the Committee rose; and
the Speaker having resumed the chair,
Mr, DeraneY, Chairman of the Commit-
tee of the Whole House on the State of
the Union, reported that that Commit-
tee having had under consideration the
bill (H.R. 17880) to amend the Defense
Production Act of 1950, and for other
purposes, pursuant to House Resolution
1168, he reported the bill back to the
House with sundry amendments adopted
by the Committee of the Whole.

The SPEAKER. Under the rule, the
previous question is ordered.

Is a separate vote demanded on any
amendment? If not, the Chair will put
them en gros.

The amendments were agreed to.

The SPEAKER. The question is on the
engrossment and third reading of the
bill,

The bill was ordered to be engrossed
and read a third time, and was read the
third time.

MOTION TO RECOMMIT OFFERED BY
MR. BLACKEURN

Mr. BLACKBURN. Mr. Speaker, I of-
fer a motion to recommit,.

The SPEAKER. Is the gentleman op-
posed to the bill?

Mr. BLACKBURN. I am, Mr, Speaker.

The SPEAKER. The Clerk will report
the motion torecommit.

The Clerk read as follows:

Mr. BLACKBURN moves to recommit the bill
HR. 17880 to the Committee on Banking
and Currency with instructions to report the
same back to the House forthwith with the
following amendments:

On page 10, strike out lines 5 through 11
and insert in lieu thereof the following:
“§ 202, Statutory freeze

“Prices, rents, wages, and salarles are
frozen at the levels prevaillng on May 25,
1970. The Presldent shall promulgate orders
and regulations to carry out the preceding
sentence. Such orders and regulations may
provide for the making of such adjustments
as may be necessary to prevent gross In-
equities.”

On page 11, after line 17, add the following
new section:

July 31, 1970

“§ 207, Authorlzation of appropriations

“There are authorized to be appropriated
such sums not exceeding $2,000,000,000 as
may be necessary to carry out the provisions
of this title.,”

Mr. PATMAN., Mr. Speaker, I move
the previous guestion on the motion to
recommit.

The previous guestion was ordered.

The SPEAKER. The question is on the
motion to recommit.

The question was taken, and the
Speaker announced that the noes ap-
peared to have it.

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

The SPEAKER. Evidently a quorum is
not present.

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

The question was taken; and there
were—yeas 11, nays 270, not voting 149,
as follows:

[Roll No. 247]

YEAS—11
Conte Miller, Ohio
Fraser Ottinger

Hicks Sisk
Johnson, Pa.

NAYS—270
Dingell
Dorn

Andrews, Ala.
Blackburn
Brown, Mich.
Colmer

Abernethy
Adair
Adams
Albert
Anderson,
Calif,
Anderson, Ill.
Anderson,
Tenn.
Arends
Ashley
Beall, Md.
Belcher
Bell, Calif,
Bennett
Betts
Bevill
Blester
Bingham
Blatnik
Boggs
Boland
Bow
Brademas
Brinkley
Broomfield
Brown, Calif.
Brown, Ohio
Buchanan
Burke, Fla.
Burke, Mass.
Burleson, Tex.
Burlison, Mo.
Burton, Calif,
Byme, Pa.
Byrnes, Wis.
Cabell
Camp
Carter
Casey
Cederberg
Chamberlain
Chappell
Clausen,
Don H.

Hungate
Hunt
Jacobs
Jarman
Jonas
Jones, Ala,
Jones, N.C.
Jones, Tenn.
Karth
Eastenmeler
Zen
Kee
Keith
Kleppe

Downing
Dulski
Duncan
Dwyer
Eckhardt
Edmondson
Edwards, Ala.
Eilberg
Evans, Colo,
Evins, Tenn.
Fascell
Feighan
Findley
Fisher

Flood
Flowers
Foley

Eoch
Kuykendall
Kyros
Landgrebe
Landrum
Ford, Gerald R. Langen

Fountain
Frelinghuysen
Frey
Friedel
Fulton, Pa.
Fuqua
Galiflanakis
Garmatz
Gaydos
Giaimo
Goldwater
Gonzalez
Goodling
Green, Oreg.
Green, Pa.
Griffin
Gross
Grover
Gubser
Gude
Haley
Halpern
Hamilton
Hammer-
schmidt
Hanley
Hanna
Hansen, Idaho Minshall
Hansen, Wash. Mize
Harrington Mizell
Hastings Mollohan
Hathaway Moorhead
Hébert Morgan
Hechler, W. Va. Morse
Heckler, Mass. Morton
Helstoski Mosher
Hogan Moss
Holifleld Murphy, Ill.
Horton Murphy, N.Y.
Hosmer Natcher
Howard Nedzl

Lennon
Long, Md.
Lowenstein
McCarthy

Macdonald,
Mass.

Madden
Mahon
Mailliard
Marsh
Martin

Cleveland
Cohelan
Collier
Conable
Corman
Coughlin
Crane
Culver
Daniel, Va.
Danlels, N.J.
Davis, Wis.
de la Garza
Delaney
Derwinski
Dickinson
Diggs
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Nelsen
Nichols
Obey

FPreyer, N.C.
Frice, I11.
Price, Tex.
Pryor, Ark.
Pucinskl
Randall

1970

Rogers, Colo.
Rogers, Fla.

Schadeberg
Scheuer
Schmitz
Schneebell
Schwengel
Seott
Shriver
Sikes
Skubitz
Smith, N.Y.
Springer

Stubblefield
Stuckey
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Sullivan
Symington
Talcott
Taylor
Teague, Tex.
Thompson, G&.
Thompson, N.J.
Thomson, Wis.
TUdall
Ullman
Vander Jagt
Vanik
Vigorito
Waggonner
Waldie
Watts
Whalen
Whalley
‘White
Whitehurst
Whitten
Widnall
Willilams
Winn

Wold
Wright
Wylie

Yates
Yatron
Young
Zablockl

NOT VOTING—149
Erlenborn
Esch

Abbitt
Addabbo
Alexander

N. Dak.
Annunzio
Ashbrook
Aspinall
Ayres
Baring
Barrett
Berry
Biagel
Blanton
Bolling
Brasco
Bray
Brock
Brooks
Brotzman
Broyhill, N.C.
Broyhill, Va.
Burton, Utah
Bush

Button

Dellenback
Denney
Dennis

Deént

Devine
Donohue
Dowdy
Edwards, Calif.
Edwards, La.

So the motion to recommit was re-

jected.

The Clerk announced the following

pairs:

Eshleman
Fallon
Farbstein

Fulton, Tenn.
Gallagher
Gettys
Gibbons
Gilbert
Gray
Griffiths
Hagan

Hall

Harsha
Harvey
Hawkins
Hays
Henderson
Hull
Hutchinson
Ichord
Johnson, Calif.
King
Eluczynski
Kyl
Latta
Leggett

On this vote:

Mr. McCloskey for, with Mr. Rhodes

against.

Until further notice:

Mr. O'Neill of Massachusetts with Mr. Hall,
Mr. Annunzio with Mr. Andrews of North

Dakota.

O'Neal, Ga.
O'Neill, Mass.
Pelly
Pollock
Powell
Purcell

Quie
Quillen
Railsback
Rarick

Rees’

Reld, N.Y.
Reifel
Rhodes
Riegle
Rivers
Rostenkowski
Roudebush
Rousselot
Ruppe
Ryan
Bcherle
Sebelius
Shipley
Slack
Smith, Calif.
Smith, Towa
Snyder
Stafford
Stanton
Steiger, Wis.
Taft

Teague, Callf.
Tiernan
Tunney
Van Deerlin
Wampler
Watkins
Watson
Weicker
Wiggins
Wilson, Bob
Wilson,
Charles H.
Wolfl
Wyatt
Wydler
Wyman
Zion
Zwach

Mr. Addabbo with Mr. Harsha.
Mr. Gettys with Mr. Ashbrook.

Mr. Brasco with Mr. Harvey.

Mr. Rivers with Mr. Devine.

Mr. Fulton of Tennessee with Mr, Dennis.

Mr. Rostenkowski with Mr, Ayres.

Mr. Fallon with Mr. Corbett.

Mr. Donohue with Mr. Cowger,

Mr, Daddario with Mr, Meskill.

Mr. Wolff with Mr. Foreman.

Mr. Huff with Mr. Berry.

Mr. Henderson with Mr, Broyhill of Vir-
ginia.

Mr. Aspinall with Mr. Bray.

Mr. Biaggi with Mr. King.

Mr. Kluczynski with Mr, Erlenborn.

Mr. Johnson of California with Mr.
Clawson.

Mr. Tiernan with Mr. Brotzman.

Mr. Blanton with Mr. Brock.

Mr. Brooks with Mr. Clancy.

Mr. Carey with Mr, Fish,

Mr. Celler with Mr, Button.

Mr. Davis of Georgia with Mr. Broyhill of
North Carolina.

Mr. Dent with Mr. Eshleman.

Mr. Edwards of Louisiana with Mr. Cramer.

Mr. Flynt with Mr. Hutchinson.

Mr. Ryan with Mr. Dellenback.

Mr. Shipley with Mr. Cunningham,

Mr. Hays with Mr. Kyl.

Mr, Montgomery with Mr. Bush.

Mr. Matsunaga with Mr. Collins.

Mr, Long of Louisiana with Mr. Burton of
Utah.

Mr. Barrett with Mr. Watkins.

Mr. Clark with Mr. Esch.

Mr. William D. Ford with Mr. Denney.

Mr. Abbitt with Mr, Latta.

Mr. Alexander with Mr. Lloyd.

Mr. Caffery with Mr. Michel.

Mr. Mann with Mr. Roudebush.

Mr. Van Deerlin with Mr. Smith of Cali-
fornia.

Mr, Monagan with Mr. Stafford.

Mr. Purcell with Mr, Pelly.

Mr. Gallagher with Mr. McEwen.

Mr. Clay with Mr. Taft,

Mr. Gray with Mr. Lukens.

Mr. Gilbert with Mr: Reid of New York.

Mr. Leggett with Mr. Bob Wilson.

Mr. Smith of Iowa with Mr. Lujan.

Mr. Gibbons with Mr. Quie.

Mr. Ichord with Mr. Ruppe.

Mr. Baring with Mr. Myers.

Mr. O'Neal of Georgla with Mr. McCulloch.

Mr. Charles H. Wilson with Mr. McClory.

Mr. Rarick with Mr. Sebelius,

Mr. Edwards of California with Mr. Teague
of California.

Mr. Dowdy with Mr. MacGregor.

Mrs. Griffiths with Mr. Wydler,

Mr. Slack with Mr. Zwach.

Mr. Watson with Mr. Scherle.

Mr. Hagan with Mr. Quillen.

Mr. Rees with Mr. Mathias,

Mr. Hawkins with Mr. Pollock.

Mr, Wiggins with Mr. Snyder.

Mr. Stanton with Mr, Steiger of Wisconsin.

Mr. Wyatt with Mr. Wampler.

Mr. Nix with Mr. Weicker.

Mr. Farbstein with Mrs. Chisholm.

Mr. Reifel with Mr. Railsback.

Mr. Wyman with Mr. Rousselot.

Mr. Conyers with Mr. Riegle.

Mr. HOGAN changed his vote from
uyea:- trO "nay."

The result of the vote was announced
as above recorded.

The doors were opened.

The SPEAKER. The question is on the
passage of the bill.

Mr. PATMAN. Mr. Speaker, on that I
demand the yeas and nays.

The yeas and nays were ordered.

The question was taken; and there
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were—yeas 257, nays 19, not voting 154,

as follows:

Abernethy
Adair
Adams
Albert
Anderson,
Calif.
Anderson,
Tenn.
Andrews, Ala.
Arends
Ashley
Beall, Md.
Belcher
Bennett
Betts
Bevill
Biester
Bingham
Blatnik
Boggs
Boland
Bow
Brademas
Brinkley
Broomfield
Brown, Calif.
Brown, Ohio
Buchanan
Burke, Fla.
Burke, Mass.
Burlison, Mo.
Burton, Calif.
Byrne, Pa.
Byrnes, Wis,
Cabell
Carter
Casey
Cederberg
Chamberlain
Chappell
Clausen,
Don H.
Cleveland
Cohelan
Collier
Colmer
Conable
Corman
Coughlin
Culver
Daniel, Va.
Daniels, N.J,
de la Garza
Derwinski
Dickinson
Diggs
Dingell
Dorn

Downing
Dulski
Duncan
Dwyer
Eckhardt
Edmondson
Edwards, Ala.
Eilberg
Evans, Colo.
Evins, Tenn.
Fascell
Feighan
Findley
FisHer

Flood
Flowers
Foley

Ford, Gerald R.
Fountain
Fraser
Frelinghuysen
Frey

Friedel
Fulton, Pa.
Fuqua
Galifianakis
Garmatz
Gaydos
Glaimo
Goldwater

Anderson, I11.
Blackburn
Brown, Mich.
Burleson, Tex.
Camp

Conte

Crane

[Roll No. 248]
YEAS—257

Gonzalez
Goodling
Gray
Green, Oreg.
Green, Pa.
Griffin
Gubser
Gude
Haley
Halpern
Hamilton
Hammer-
schmidt
Hanley
Hanna
Hansen, Idaho
Hansen, Wash.
Harrington
Hastings
Hathaway
Hébert
Hechler, W. Va.
Heckler, Mass.
Helstoski
Hicks
Hogan
Holifield
Horton
Howard
Hungate
Hunt
Jacobs
Jarman

Johnson, Pa.

Jonas

Jones, Ala.
Jones, N.C.
Jones, Tenn.

Keith
Kleppe
Koch
Kuykendall
Kyros
Landrum
Langen
Lennon
Lowenstein
McCarthy
MecClure
MeDade
McDonald,
Mich

McFall
McEneally
McMillan
Maedonald,
Mass.
Madden
Mahon
Mallliard
Marsh
May
Mayne
Meeds
Melcher
Mikva
Miller, Calif,
Miller, Ohio
Mills
Minish
Mink
Minshall
Mize
Mizell
Mollohan
Moorhead
Morgan
Morse
Morton
Mosher
Moss
Murphy, Ill,
Murphy, N.Y.
Natcher

NAYS—19

Davis, Wis.
Gross
Hosmer
Landgrebe
Long, Md.
Martin
Passman

Nedzl
Nelsen
Nichols
Obey
O'Hara
O’Eonski
Olsen
Ottinger
Patman
Patten
Pepper
Perkins
Pettis
Philbin
Pickle

Pike

Pirnie
Poage
Podell
Preyer, N.C.
Price, 111,
Price, Tex.
Pryor, Ark.
Pucinski
Randall
Reid, I11,
Reuss
Roberts
Robison
Rodino

Roe

Rogers, Colo.
Rogers, Fla.
Rocney, N.Y.
Rooney, Pa.
Roesenthal
Roth
Roybal
Ruth

St Germain
Sandman
Batterfield
Baylor
Schadeberg
Scheuer
Bchneebell
Schwengel
Shriver
Sikes

Sisk
Skubitz
Bmith, N.Y,
Bpringer
Staggers
Steed
Steiger, Arlz,
Stephens
Stokes
Stubblefield
Stuckey
Sullivan
Symington
Talcott
Taylor
Thompson, Ga.
Thompson, N.J.
Thomson, Wis.
Udall
Ullman
Vander Jagt
Vanik
Vigorito
Waggonner
Waldie
Watts
Whalen
Whalley
White
Whitehurst
Whitten
Widnall
Willlams
Wright
Yates
Yatron
Young
Zablockl
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NOT VOTING—154

Erlenborn Pelly

Esch Pollock
Powell
Purcell
Quie
Quillen
Railsback
Rarick

Rees

Reid, N.X.
Reifel
Rhodes
Riegle
Rivers
Rostenkowskl
Roudebush
Grover Rousselot
Hagan Ruppe

Hall Ryan
Harsha Scherle
Harvey Sebelius
Hawkins Shipley
Hays Slack
Henderson Smith, Callf.
Hull Smith, Towa
Hutchinson Snyder
Ichord Stafford
Johnson, Calif. Stanton
Steiger, Wis.
Stratton
Taft
Teague, Calif,
Teague, Tex.
Tiernan
Tunney
Van Deerlin
Wampler
Watkins
Watson
Weicker

Abbitt
Addabbo
Alexander Eshleman
Fallon

Farbstein

Fulton, Tenn.
Gallagher
Gettys
Gibbons

Gilbert
Griffiths

Broyhill, Va.
Burton, Utah
Bush

Button
Caflery
Carey
Kl o kil
uczyns
Eyl

Meskill

Michel

Monagan

Montgomery

Myers

Nix

. O'Neal, Ga.

Edwards, La, O’'Neill, Mass.

So the bill was passed.
The Clerk announced the following

pairs:
On this vote:

Mr. O'Neill of Massachusetts for, with Mr.
MeClory against.

Mr. Button for, with Mr, Steiger of Wis-
consin against.

Mr. Lujan for, with Mr, Fish against.

Mr. Winn for, with Mr. Grover against.

Mr, Latta for, with Mr. Erlenborn against.

Mr. Rhodes for, with Mr, Rousselot agalnst,

Until further notice:

. Annungzlo with Mr, Ayres.

. Dent with Mr. Bob Wilson.

. Gettys with Mr. MacGregor.

. Addabbo with Mr, Pelly.

. Matsunaga with Mr. Broyhill of Vir-
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Brasco with Mr. Corbett.
. Henderson with Mr. Brock.
. Teague of Texas with Mr. Hall.

Mr. Wolff with Mr. Reld of New York.

Mr. Johnson of California with Mr. Me-
Closkey.

Mr. Delaney with Mr. Cramer.

Mr, Fulton of Tennessee with Mr. Michel.

Mr. Carey with Mr. McEwen.

Mr. Gallagher with Mr. Harvey.

Mr. Rivers with Mr. Andrews of North Da-
kota.

Mr. Tiernan with Mr. Dennis.

Mr. Daddario with Mr. Meskill.

Mr, Monagan with Mr. Clancy.

Mr, Fallon with Mr. Myers,

Mr, Hays with Mr. Bell of California.

Mr. Long of Louisiana with Mr. Quie.
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Mr. Aspinall with Mr. Kyl
Mr, Celler with Mr, Smith of California.
Mr, Blanton with Mr. Broyhill of North
Carolina.
Mr. Davis of Georgia with Mr. Berry.
Mr. Barrett with Mr. Watkins,
Mr. Charles H. Wilson with Mr, Scherle.
Mr, Clark with Mr. Esch.
Mr. Donchue with Mr. Rallsback.
Rostenkowski with Mr. Hutchinson.
. Shipley with Mr. Roudebush.
Mr. Edwards of Louisiana with Mr, Bush,
Stratton with Mr. Taft.
Farbstein with Mr. Conyers.
Rees with Mr. Hawkins.
Ryan with Mr. Powell.
. Van Deerlin with Mr, Nix.
. Tunney with Mr. Clay.
. William D. Ford with Mrs. Chisholm.
. Leggett with Mr. Pollock.,
. O'Neal of Georgla with Mr. Mathias,
. Dowdy with Mr, McCulloch.
. Kluczynski with Mr. Lukens,
Mann with Mr. Lloyd.
Montgomery with Mr. Quillen.
Purcell with Mr. Reifel.
. Gilbert with Mr. Riegle.
. Rarick with Mr. Ruppe.
. Hagan with Mr, Sebelius.
Mr. Slack with Mr. Snyder.
Mrs, Griffiths with Mr. Stafford.
Mr, Smith of Towa with Mr, Stanton.
Mr. Gibbons with Mr. Teague of California.
Mr. Flynt with Mr. Ashbrook.
Mr. Edwards of California with Mr, Burton
of Utah.
Mr. Abbitt with Mr. Collins.
Mr, Alexander with Mr. Cunningham.
Mr. Caffery with Mr. Del Clawson.
Mr. Ichord with Mr. Cowger.
Mr. Dellenback with Mr. Wampler.
Mr. Denney with Mr. Watson.
Mr, Eshelman with Mr. Zwach.
Mr, Wyatt with Mr. Foreman.
Mr, Welcker with Mr. Harsha,
Mr. Wiggins with Mr. Zion.
Mr. Wydler with Mr, Wyman.

Mr. THOMPSON of Georgia changed
his vote from “nay” to “yea."”

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on
the table.

The SPEAKER. Pursuant to the pro-
visions of House Resolution 1168, the
Committee on Banking and Currency is
discharged from the further consider-
ation of the bill (S. 3302) to amend the
Defense Production Act of 1950, and for
other purposes.

The Clerk read the title of the Senate
bill,
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MOTION OFFERED BY MR. PATMAN

Mr. PATMAN. Mr. Speaker, I offer a
motion.

The Clerk read as follows:

Mr. PaTmanN moves to strike out all after
the enacting clause of 8. 3302 and insert in
lieu thereof the provisions of H.R. 17800, as
passed, as follows:

TITLE I—DEFENSE PRODUCTION ACT

AMENDMENTS
§ 101, Extension of Act

Section T1T(a) of the Defense Production
Act of 1950 is amended by striking out July
80, 1970" in the first sentence and inserting
in lleu thereof “June 30, 1972,

§ 102, Definitions

Bection 702 of the Defense Production
Act of 1950 (50 U.S.0. App. 2152) is
amended—

(1) by inserting “space,” after “stock-
piling,” in subsection (d); and

(2) by adding at the end thereof a mew
subsection as follows:
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“(f) The term ‘defense contractor’ means
any person who enters into a contract with
the United States for the production of ma-
terial or the performance of services for the
national defense.”

§ 103. Uniform cost-accounting standards

Title VII of the Defense Production Act
of 1950 is amended by adding at the end
thereof a new section as follows:

“COST-ACCOUNTING STANDARDS BOARD

“Sgc. T19. (a) There is established, as an
agent of the Congress, a Cost-Accounting
Standards Board which shall be independent
of the executive departments and shall con-
sist of the Comptroller General of the United
States who shall serve as Chairman of the
Board and four members to be appointed by
the Comptroller General. Of the members ap=
pointed to the Board, two, of whom one shall
be particularly knowledgeable about the cost
accounting problems of small business, shall
be from the accounting profession, one shall
be representative of industry, and one shall
be from a department or agency of the Fed~
eral Government who shall be appointed with
the consent of the head of the department or
agency concerned. The term of office of each
of the appointed members of the Board shall
be four years, except that any member ap~
pointed to fill a vacancy in the Board shall
serve for the remainder of the terms for
which his predecessor was appointed. Each
member of the Board appointed from private
life shall receive compensation at the rate of
one two-hundred-sixtieth of the rate pre-
scribed for level IV of the Federal Executive
Salary Schedule for each day (including
traveltime) In which he is engaged in the
actual performance of duties vested in the
Board.

“(b) The Board shall have the power to
appoint, fix the compensation of, and remove
an executive secretary and two additional
staff members without regard to chapter 51,
subchapters III and VI of chapter 53, and
chapter 75 of title 5, United States Code,
and those provisions of such title relating to
appointment in the competitive service. The
executive secretary and the two additional
staff members may be paild compensation at
rates not to exceed the rates prescribed for
levels IV and V of the Federal Executive
Salary Schedule, respectively.

“(c) The Board 1s authorized to appoint
and fix the compensation of such other per-
sonnel as the Board deems necessary to carry
out its funections.

“(d) The Board may utilize personnel
from the Federal Government (with the con-
sent of the head of the agency concerned) or
appoint personnel from private life without
regard to chapter 51, subchapters III and
VI of chapter 53, and chapter 75 of title 5,
United States Code, and those provisions of
such title relating to appointment in the
competitive service, to serve on advisory com=
mittees and task forces to assist the Board
in carrying out its functions and respon-
sibilities under this section.

“(e) Except as otherwise provided in sub-
section (a), members of the Board and offi-
cers or employees of other agencies of the
Federal Government utilized under this sec-
tion shall receive no compensation for their
services as such but shall continue to receive
the compensation of their regular positions.
Appointees under subsection (d) from pri-
vate life shall receive compensation at rates
fixed by the Board, not to exceed one two-
hundred-sixtieth of the rate prescribed for
level V in the Federal Executive BSalary
Schedule for each day (including travel-
time) in which they are engaged in the ac-
tual performance of their duties as pre-
scribed by the Board. While serving away
from their homes or regular place of busi-
ness, Board members and other appointees
serving on an Intermittent basis under this
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section shall be allowed travel expenses in
accordance with section 5708 of title 5,
United States Code.

“({1) All departments and agencles of the
Government are authorized to cooperate
with the Board and to furnish information,
appropriate personnel with or without reim-
bursement, and such financial and other as-
sistance as may be agreed to between the
Board and the department or agency con-
cerned.

“(g) The Board shall by June 30, 1971 and
each June 30 thereafter, recommend to Con-
gress cost-accounting standards designed to
achieve uniformity and consistency in the
cost-accounting principles followed by de-
fense contractors and subcontractors under
Federal contracts. The Board shall also rec-
ommend uniform bid procedures and bid
forms for Government agencles to require to
be used by all contractors and subcontrac-
tors to whom the recommended cost-ac-
counting standards would apply.”

TITLE II—COST OF LIVING
STABILIZATION

§ 201, Short title

This title may be cited as the “Economic
Stabilization Act of 1970".
§ 202. Presidential authority

The President is authorized to issue such
orders and regulations as he may deem ap-
propriate to stabilize prices, rents, wages,
interest rates, and salaries at levels not less
than those prevaillng on May 25, 1970. SBuch
orders and regulations may provide for the
making of such adjustments as may be
necessary to prevent gross inequities.
§ 203. Delegation

The President may delegate the perfor-
mance of any function under this title to
such officers, departments, and agencies of
the United States as he may deem appro-
priate.
§ 204, Penalty

Whoever willfully violates any order or
regulation under this title shall be fined not
more than $5,000.
§ 205. Injunctions

Whenever it appears to any agency of the
United States, authorized by the President
to exercise the authority contalned in this
section to enforce orders and regulations is-
sued under this title, that any person has
engaged, 1s engaged, or is about to engage
in any acts or practices constituting a viola-
tion of any regulation or order under this
title, it may in its discretion bring an ac-
tion, in the proper district court of the
United States or the proper United States
court of any territory or other place subject
to the jurisdiction of the United States, to
enjoin such acts or practices, and upon a
proper showing a permanent or temporary
injunction or restraining order shall be
granted without bond. Upon application of
the agency, any such court may also issue
mandatory Injunctions commanding any
person to comply with any regulation or or-
der under this title.
§ 206. Expiration

The authorlty to issue and enforce orders
and regulations under this title explres at
midnight February 28, 1971, but such ex-
piration shall not affect any proceeding un-
der section 204 for a violation of any such
order or regulation, or for the punishment
for contempt committed in the violation of
any Injunction issued under section 205,
committed prior to March 1, 1971,

The motion was agreed to.

The Senate bill was ordered to be read
a third time, was read the third time,
and passed, and a motion to reconsider
was laid on the table.

A similar House bill (H.R. 17880) was
laid on the table.
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GENERAL LEAVE

Mr. PATMAN. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
extend their remarks on the bill just
passed and to include extraneous matter.

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

There was no objection.

LEGISLATIVE PROGRAM FOR NEXT
WEEK

(Mr. ARENDS asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. ARENDS. Mr. Speaker, I have
requested this time in order to ask the
distinguished majority leader if he will
advise us as to the program for next
week.

Mr., ALBERT. Mr. Speaker, will the
gentleman yield?

Mr. ARENDS. I yield to the gentleman
from Oklahoma,

Mr. ALBERT. Mr. Speaker, in response
to the inquiry of the distinguished Re-
publican whip, we have finished the
business for the week and will ask unan-
imous consent to go over upon the an-
nouncement of the program for next
week.

Monday is Consent Calendar day.

Also there is scheduled for the consid-
eration of the House on Monday the
following suspensions:

% I;I.R. 18260, Environmental Education
ct.

H.R. 11032, to prohibit the interstate
transportation of salacious advertising.

House Resolution 562, U.S. participa-
tion in U.N. Conference on Human En-
vironment.

H.R. 1002, to adjust the rates of tax on
cigars.

H.R. 2076, withholding of city income
taxes on Federal employees.

S. 2484, to authorize marketing agree-
ments for papayas.

Also, H.R. 6715, to authorize the Nar-
rows unit, Missouri River Basin project,
Colorado, under an open rule with 1 hour
of debate.

For Tuesday and the balance of the
week the program is as follows:

Tuesday is Private Calendar day.

Also, HR. 18546, The Agricultural Act
of 1970, under an open rule with 4 hours
of general debate.

H.R. 17654, continued consideration of
Elsgolgegislative Reorganization Act of

HR. 18434, political broadecasting
amendments, subject to a rule being
granted.

S. 1933, the Railroad Safety and Haz-
ardous Materials Control Act, under an
open rule with 2 hours of general debate.

H.R. 8298, the water carrier mixing
rule, under an open rule with 2 hours of
general debate.

H.R. 17809, prevailing rate pay system
for Government employees, subject to a
rule being granted.

This announcement is made subject to
the usual reservation that conference re-
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ports may be brought up at any time and
that any further program may be an-
nounced later.

Mr. ARENDS. I thank the gentleman
from Oklahoma.

Mr. ALBERT. Mr. Speaker, if the gen-
tleman will yield further, I have been
asked whether a rule may be asked for
on the agricultural bill on Mondiay. I had
not been given any advice to that effect,
so I assume that it will be on Tuesday.

Mr. ARENDS. Might I say to the gen-
tleman that I have heard the same thing;
that they would like to consider the rule
on the agricultural bill on Monday.

Mr. ALBERT. I will state to the gen-
tleman from Illinois that that is all right
with me. The announcement, as far as
I am concerned, is subject to further
consultation with the gentleman from
Mississippi (Mr. CoLmer) and the gen-
tleman from Texas (Mr. Poage) that if
desired, and if we have sufficient time,
they may undertake to consider the rule
on the agricultural bill on Monday.

We do have a long program. I would
say that it is almost certain, barring some
unforeseen change, that we will meet on
Friday again next week because we ex-
pect to adjourn for 3 weeks on the fol-
lowing Friday.

There are a number of bills, some of
which of course do not have rules. Also,
we do have the Legislative Reorganiza-
tion Act on the schedule, and everyone
well knows that we cannot finish that
bill in 1 day.

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

Mr. ARENDS. I yield to the gentle-
man from Iowa.

Mr. GROSS. Mr. Speaker, I thank the
gentleman for yielding.

Is it really intended to come back to
this abomination known as the Legisla-
tive Reorganization Act, that is, next
week, if at any time?

Mr. ALBERT. If the gentleman will
vield further, it is intended to come back
to the Legislative Reorganization Aet of
1970, Mr. Speaker, if we finish the agri-
cultural bill in time. I do not know how
long the agricultural bill will take. It will
obviously take a full day, and maybe
more than a day.

Mr. GROSS. There are obviously 4
?&urs of general debate on it under the

e.

Mr. ALBERT. That is correct.

Mr. GROSS. I was in hope, as I think
many of the other Members were, that if
we never saw the Legislative Reorgani-
zation Act again it would be too soon.
And I hope that the gentleman from
Oklahoma will see fit not to program
that again for action next week.

Mr. ALBERT. Mr. Speaker, if the gen-
tleman will yield further——

Mr. ARENDS. Might I say first that I
am pleased to thank the gentleman from
Iowa for his observations.

Now I will gladly yield to the gentle-
man from Oklahoma.

Mr. ALBERT. Mr. Speaker, I might
add that this announcement has been
made, and the program has been sched-
uled, after consultation with the gentle-
man from California (Mr. Sisg) who is
handling this bill. Of course, the gentle-
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man knows that the House is going to
finish consideration of the Legislative
Reorganization Act, not necessarily by
next week, but some time as soon as we
possibly can. >
Mr. ARENDS. That is a little better.
Mr. Speaker, I thank the gentleman.

ADJOURNMENT TO MONDAY,
AUGUST 3, 1970

Mr. ALBERT. Mr., Speaker, I ask
unanimous consent that when the House
adjourns today it adjourn to meet on
Monday next.

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

There was no objection.

DISPENSING WITH CALENDAR WED-
NESDAY BUSINESS ON WEDNES-
DAY NEXT

Mr. ALBERT. Mr. Speaker, I ask
unanimous consent that the business in
order under the Calendar Wednesday
rule may be dispensed with on Wednes-
day next.

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

There was no objection.

GENERAL LEAVE TO EXTEND

Mr. LOWENSTEIN. Mr. Speaker, I ask
unanimous consent that all Members de-
siring to do so may be permitted to ex-
tend their remarks on the subject of my
special order given on yesterday, Thurs-
day, July 30, 1970.

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

There was no objection.

ORDER OF AHEPA

(Mr. BURKE of Massachusetts asked
and was given permission to address the
House for 1 minute, to revise and extend
his remarks and include extraneous
matter.)

Mr. BURKE of Massachusetts. Mr,
Speaker, I consider it a great privilege
to have been able to speak at the 38th
annual district No. 8 convention of the
Order of AHEPA held in Brockton, Mass.
on Sunday, June 14.

AHEPA, the American Hellenic Edu-
cational Progressive Association, which
now numbers 46,000 persons among its
member organizations, stands as a firm
and enduring link between the achieve-
ments and values of Hellenic civilization
and contemporary American society, The
objectives and purposes of the Order of
AHEPA are a clear reflection of the re-
markable gualities of Hellenic civiliza-
tion that find expression in American
life. Consider, for example, the first five
objects and purposes of AHEPA:

First, to promote and encourage
loyalty of its members to the country
of which they are citizens;

Second, to instruct its members in
the tenets and fundamental prineiples of
government;

Third, to instill a due appreciation of
the privilege of citizenship;
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Fourth, to encourage interest and ac-
tive participation in the political, civic,
social, and commercial fields of human
endeavor; and

Fifth, to pledge its members to oppose
political corruption and tyranny.

These objectives, so central to democ-
racy in America, were central also to
democracy in Greece, and one cardinal
purpose of the Order of AHEPA is fo in-
sure that the flow of the precepts and
ideals of Greek democracy continues to
serve as a constantly revitalizing current
in American government.

During the course of the 38th annual
convention, Ahepans heard from many
outstanding leaders, including Mayor
John Sullivan, city of Brockton and Sen-
ator James F. Burke, statehouse, Boston.

I would like to insert at this point in
the Recorp the program of the 38th an-
nual district No. 8 convention of the
Order of AHEPA:

GrAND BANQUET PrROGRAM OF ORDER oF AHEFA
38TH ANNUAL DisTRICT No. 8 CONVENTION,
JUNE 12-14, 1970, BrocKTON, MASS.

HEAD TABLE GUESTS AND SPEAKERS

Bishop Demetrios.

Fr. George Stephanides, Annunciation
Greek Orthodox Church.

Mayor John Sullivan, City of Brockton.

Mr. Paul Maharis, Distriet Governor of Dis-
trict #8.

Mrs. Joanna Panagopoulos, grand presi-
dent, Daughters of Penelope.

Mr. William Tsaffaras, Supreme Trustee
representing Supreme President,

Congressman James A. Burke,

Senator James F. Burke.

Mr. Harry Demeter, Representing Governor
and Mrs, Sargent.

Judge George N, Covett.

Mrs. Rosalle Papoutsy, Distriet Governor,
Daughters of Penelope.

Mrs. Chris Johns, Scholarship Chairman of
District.

Mr. Basil Milonas, Scholarship Presenta-
tion, Grand Raffle Drawing, Benediction.

Mr. Steve Siogros, President, Lord Byron
Chapter #59.

Mr. Chris Tsaganis, Banguet Chairman.

Mr. E. Charles Giannaros, Mr. James Mihos,
Co-Chairmen.

Dr, Louis Bosen, Toastmaster.

Dr. John Lingos, President Annunciation
Greek Orthodox Church.

Miss Maria Alexson, District Governor,
Malds of Athens,

Mr. John Johns, District Governor, Sons
of Pericles.

Mrs. Helen Fpuntas, President, Daughters
of Penelope, Brockton,

Mr. Theodore Kyriakides, President, Sons
of Pericles, Brockton,

Mr., John Maniatis, Supreme Governor,
Order of Ahepa.

Dr. Monte Eofos, Bupreme Athletic Direc-
tor of Ahepa.

Miss Eathy Venturatos, Grand President,
Malds of Athens.

Mr. Nicholas P. Bobis, Supreme President,
Sons of Pericles.

LEGISLATION TO REQUIRE THE
OPEN DATING OF PACKAGED
FOODS—VII

The SPEAKER. Under a previous or-
der of the House, the gentleman from
New York (Mr, FARBSTEIN) is recognized
for 30 minutes.

Mr. FARBSTEIN. Mr. Speaker, fresh
products supposedly line the supermar-
ket shelves. But only the store manager
knows for sure and sometimes even he is
mystified because the freshness dates are
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indicated in complicated letter and num-
ber codes on the products to keep the
consumer from knowing them.

Several months ago, I introduced
H.R. 17005 to require the last date an
item could be sold to appear on the label
as an indication to the shopper of how
fresh the food item is.

This legislation has sparked a grow-
ing public awareness of the existence of
food codes and concern over the signifi-
cant amount of out-of-date food being
sold to the public. One manifestation of
this is the fact that 60 Members of the
House have joined in cosponsoring this
legislation. Another is the number of fea-
ture articles on food coding which have
been appearing in newspapers across the
country.

I have previously inserted some of
these into the Recorp. At this point I
would like to insert a particularly in-
formative article by Susan Sachs, food
editor of the Fort Lauderdale News,
which recently appeared in that paper.

The article follows:

TaLENT's NEEpED To CrACK Cobpes on FoobD
PACKAGES
(By Susan Sachs)

Every day millions of housewives walk
through electric eye doors of supermarkets
expecting to fill their baskets with fresh
meat, bread and other perishable products.
But unless they are experts at cracking codes,
their chances are slim of bringing home truly
fresh grocerles.

On nearly every package in the store is a
letter or number code telling when food was
packaged, until what date it may be safely
purchased or anything else manufacturers
want to explain to their salesmen or to store
managers.

Rep. Leonard Farbstein (D. New York)
has different ideas for the purpose of these
codes. In November 1969, he introduced H.R.
14816 legislation to require open dating of
packages. This would be an addition to the
Truth-in-Packaging Act passed in 1966.

Each manufacturer and each food store
chain has its own coding system. One com-
mon system involves a series of numbers. If
& package of hot dogs is coded 2253, it means
the meat should be sold before May 25. To
figure out this expiration date, add the first
number to the last number for the month
and numbers in between indicate the day.
Thus if bologna is stamped 3093, housewives
can safely buy it until June 9.

However, it is not always that simple.
Many egg packers don't use any codes. If they
do devise a code, it must be registered with
the state, explained Tom Wheeler, Fresh Eggs
Ine.

“Companies sometimes put the expiration
or packaging date on the carton. Some codes
use the number of the day in the year; others
the number of days left in the year.,"

One egg carton in a chain store near Holl-
day Park was marked “137” and was still
prominently displayed on the 140th day of
the year. However, most housewives do not
automatically know that May 20 is the 140th
day. Thus, the code would seem to have little
value to them.

There is no state law requiring the dating
of milk and many store managers cannot
read the company codes.

“When one of my customers asks me the
freshness of milk,” said one West Broward
food store manager. “I can’'t give them a spe-
cific date. By the time I learn codes on some
of these products, the companies have de-
veloped a new system."

Freshness of milk is important to the
housewife, Florida has no state law requir-
ing the dating of milk, such as those in New
York City and Chicago. Dairy distributors




July 81, 1970

say they have a self-inforced dating code to
inform their own store representatives. This
doesn’t help the average shopper who usually
has no idea where the code is imprinted or
what it means.

When calling milk distributors for an ex-
planation of the code, this reporter got little
response to the gquestion. One representative
asked, “Do you know how General Mills or
General Foods code their products? When
you find out, then call me back.”

Although General Mills didn't reveal their
decoding instructions, they did explain the
general concept.

“We do code our packages according to
plant location and date it is packed,” ex-
plained Nan Holland, who works in the Gen-
eral Mills public relations department in
Minneapolis, Minn, “It enables us to go
through the grocery store for pick-up pur-
poses.

“If we did use an open coding date, the
customer would choose the new date, It's
human nature to pick the newest one, Even-
tually this would cost the consumer more
money."”

This rising price theory is the argument
used by the food industry. However, some
store managers disagree.

“The open coding would simplify my work.
At first, the companies might lose money but
I think once the novelty wears off, things
will go back to normal. We really only have
to worry about perishable items anyway,”
sald the manager of a chain store near Holi-
day Park.

“I would like to see a simplified code,” sald
the West Broward store owner. “The average
housewife wants to get in and get out of
the grocery store. She doesn’t want to spend
time digging in the back for a carton of
milk.”

With a clearly stamped date, this digging
won't be necessary, according to Farbstein’'s
bill. Shoppers will no longer wonder why
the same brand and same type of milk will
last for a week one time and only a few days
on another occasion.

In a survey conducted by Farbstein's staff
and the Democratic Consumer Action Com-
miftee of the Washington, D.C., Committee,
only three out of the 18 Washington, D.C.,
food stores had completely fresh packaging
of surveyed product lines.

In conjunction with this survey, three Ft.
Lauderdale stores were selected to represent
three economic areas in the city. In a Coral
Ridge supermarket, most of the fresh ground
beef, pork chops and chicken had been pack-
aged that morning. They use a letter code
with “A” for Monday through “F” for Satur-
day.

John Person, former butcher and grocery
store owner, cautions that codes change from
store to store.

“Hamburger is made every day. So com-
pare the code on that package with other
meats to find out how fresh they are. Of
course, a shopper must go to the same store
to figure out the system. It's almost llke a
trade secret.”

In a supermarket near Holiday Park, the
ground beef was again marked with a “C"
indicating that it was fresh. But many pack-
ages of pork chops and chicken had been
packed two days earlier, with an occasional
package marked "F,” indicating the meat was
already four days old.

The assistant meat manager at this store
expliined that he checks the meat counters
several times a day. He would take any
spoiled meat out of the display case.

““We never reduce the price on any meats.
We either sell it at full price or take it off
the shelves."

In a supermarket in the northwest section,
most meats again were packaged that morn-
ing, with a few packaged the previous day.

Luncheon meats in the three stores did
not always pass the freshness test. The Coral
Ridge and Hollday Park stores had several
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packages of hot dogs that were more than
a week past their expiration dates,

As the Holiday Park assistant manager
began pulling these off the shelf, he ex-
plained that they were beginning to discolor.

“Also, see the gas in this package of
luncheon meat? That means the vacuum
packaging is no good and it must be taken
off the shelf.”

While searching for codes on egg and milk
cartons in the northwest section store, a
young woman pushing a cart carrying groc-
eries and a squirming child stopped and
asked If this wds part of a comparison
shopping trip.

“I saw you writing down things and
thought you might be a comparison shopper.
Oh, you're trying to find out codes. Well, I
sure wish they would put some dates on
milk. In New Jersey, they did and I sure
didn't have to worry about how fresh it was.”

She selected a carton from the back and
slowly pushed her cart on down the aisle.
For her and other housewives, grocery shop-
ping is a chore which might be made a little
easier with the help of open code dating.

TAKE PRIDE IN AMERICA

The SPEAKER. Under a previous order
of the House, the gentleman from Ohio
(Mr. MILLER) is recognized for 5 minutes.

Mr. MILLER of Ohio. Mr, Speaker, to-
day we should take note of America’s
great accomplishments and in so doing
renew our faith and confidence in our-
selves as individuals and as a nation.
Americans can indeed be proud of the
many medical programs sponsored by
the Government as well as private orga-
nizations to assist many of the under-
developed nations of the world. For ex-
ample: Project Hope with over 4,000 vol-
unteer medical personnel have brought
tremendous medical assistance to mil-
lions of the world’s people free of charge.

ORGANIZED CRIME CONTROL
ACT

The SPEAKER. Under a previous or-
der of the House, the gentleman from
Virginia (Mr. PorF) is recognized for 5
minutes.

Mr. POFF. Mr. Speaker, Subcommit-
tee No. 5 of the Judiciary Committee still
is considering 8. 30, the Organized Crime
Control Act of 1969.

One provision of title X of the bill—
proposed section 3577—would codify the
almost universal practice of lower Fed-
eral courts in not imposing upon the
sentencing process the restrictive rules
of evidence properly applicable only in
a frial of guilt. But see Verdugo v.
United States, 402 F. 2d 599 (9th Cir.
1968) . When S. 30 was being debated on
the Senate floor, however, an amend-
ment to that provision was offered which
would have extended the trial-type rules
of evidence, including the suppression
rule, to the sentencing hearing. After
full debate, it was defeated by a vote of
63 to 11 —CoNGRESSIONAL RECORD, pages
962-965.

I now wish to bring to the attention of
all members a thoughtful and scholarly
decision by Judge Weinstein of the U.S.
District Court for the Eastern District
of New York, in the case of United States
v. Schipani (7 Crim. L. Rptr. 2244,
June 24, 1970, decided June 4, 1970),
which supports the Senate’s decision.
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In that case, Judge Weinstein denied
Schipani’s motion for reduction of a
3-year prison sentence for tax eva-
sion. The prison term was longer than
is usual in tax prosecutions, primarily
because the court had concluded, on the
basis of transcripts of conversations over-
heard through illegal wiretapping, that
the defendant was a professional erimi-
nal and that his unreported income was
the proceeds of organized crime. The de-
fendant’s motion to reduce the sentence
rested on his argument that illegally ob-
tained evidence, since it is inadmissible
under the suppression rule, must also be
disregarded when sentence is imposed.

In rejecting that contention, Judge
Weinstein noted the wide variety of fac-
tors relevant to the imposition of an ap-
propriate sentence, including ‘“the possi-
bilities of rehabilitation, general or spe-
cific deterrence, protection of potential
victims by incapacitating socially dan-
gerous offenders, and maintenance of re-
spect for legal norms.” In view of those
factors, he stressed that “as much reli-
able data as possible on the background
of the individual defendant is essential to
any intelligent choice among the avail-
able alternatives,” and that “any infor-
mation which may lead to a better under-
standing of the needs of the defendant
and of society may, and should, within
the limitations of due process, be consid-
ered.”

Noting several well recognized existing
exceptions to the suppression rule, Judge
Weinstein analyzed the practical impact
which adoption or rejection of the ex-
clusionary role for sentencing would
have. He reasoned that “absent some spe-
cial situation, no appreciable increment
in deterrence—of illegal investigative
conduct—would result from applying-a
second exclusion at sentencing after the
rule has been applied at the trial itself,”
and that such application would inter-
fere with effective sentencing in a num-
ber of ways. As Judge Weinstein con-
cluded:

The purposes of the exclusionary rule,
analogous cases, and practical considerations
in the administration of justice all lead to
the conclusion that no arbitrary rule exclud-
ing from the consideration of the sentencing
judge all illegally seized evidence should be
adopted. Where the evidence is reliable and
it is perfectly clear that it was not gathered
for the purpose of improperly influencing the
sentencing judge, evidence should be ac-
corded whatever probative value it may
have. ...

The decision in the Schipani case is a
sound application of “he general rule an-
nounced by the Supreme Court in Wil-
liams v. New York, 337 U.S. 241 (1949),
that proper sentencing requires access to
the fullest information possible, without
regard to the rules of evidence, even
where those rules have constitutional
bases. Judge Weinfield's opinion is close-
1y reasoned and carefully supported with
citations of other decisions and scholarly
writings. Those concerned with promot-
ing effective and enlightened sentencing
in Federal cases, and interested in the
provision included in S. 30 for that pur-
pose, would do well to study the Schipani
decision and the authorities collected
there.

The opinion follows:
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UNITED STATES OF AMERICA, PLAINTIFF .
JosEpH F. ScHIPANI, DEFENDANT
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Edward Neaher, United States Attorney for
the Eastern District of New York, 225 Cad-
man Plaza East, Brooklyn, New York, attor-
ney for plaintiff.

David G. Trager, Esq., of counsel.

Jacob P. Lefkowitz, Esq. 150 Broadway,
New York, New York, attorney for defendant.

The defendant has moved, pursuant to
Rule 35 of the Federal Rules of Criminal
Procedure, for reduction of the sentence im-
posed by this Court upon his conviction for
tax evasion. 26 U.S.C. § 7201, On the facts,
and in the exercise of discretion, this motion
would have been denied out of hand were
& troublesome question of law not posed:
in imposing sentence may the court consider
facts and inferences drawn from illegally
obtained evidence suppressed at trial? For
the reasons below, we hold that in some
cases, including this one, such evidence may
be utilized in sentencing.

1. FACTS

Following reversal of the defendant's con-
victlon (Schipani v. United States, 385 U.S.
372 (1966)), a motion to suppress illegally
obtalned wiretap evidence was granted.
United States v. Schipani, 289 F. Supp. 43
(ED.N.Y. 1968). After a second trial, the
defendant was convicted on the basis of un-
tainted evidence. 263 F. Supp. 166 (ED.N.Y.
1968), aff’'d, 414 P. 2d 1962 (2d Cir. 1969),
cert. denied,—U.8.—(1970). The same judge
who presided at the suppression hearing
imposed sentence. In deciding upon a sen-
tence the Court considered data Introduced
at the hearing on the motion to suppress
but excluded at the trial. Illegal wiretapping
of conversations Involving the defendant
and his associates established that the de-
fendant was a criminal figure, and that his
undeclared income was the proceeds of orga-
nized crime. United States v. Schipani, 289
F., Supp. 43, 46, 47, 48 (E.DN.Y. 1968).

Defendant was sentenced to three years'
imprisonment on each count, to run con-
currently. 18 U.S.C. § 4208(a)(2). In addi-
tion, a committed fine of $2,500.00 was im-
posed on each of the five counts, for a total
of $12,500.00.

II. BASES FOR SENTENCE

This sentence was the maximum that could
be imposed consistent with due process after
the second trial. North Carolina v. Pearce, 395
U.S. T11 (1969). The jall term was far longer
than would be expected in a routine tax case.
See, e.g., Craig, Sentencing in Federal Tax
Fraud Cases, 49 F.R.D. 97 (1970). A primary
reason for severity was the court’s conclusion
that the defendant was a “professional crim-
inal” ALI, Model Penal Code §7.03(2)(b)
(P.O.D. 1962) . See Wechsler, Sentencing, Cor-
rection, and the Model Penal Code, 109 U.
Pa. L. Rev, 465, 480-83 (1961); Turnbladh, A
Critique of the Model Penal Code Sentencing
Proposals, 23 Law & Contemp. Problems 544,
54647 (1958).

In deciding upon a sentence appropriate to
an individual defendant, a varlety of needs
must be considered. Williams v. New York,
337 U.S. 241, 246 (1960); United States v.
Mitchell, 392 F. 2d 214 (2d Cir. 1968). Among
them are the possibilities of rehabilitation,
general or specific deterrence, protection of
potential victims by incapacitating soclally
dangerous offenders, and maintenance of re-
spect for legal morms. See ABA, Standards
Relating To Sentencing Alternatives and Pro-
cedures, 62-63 (Approved Draft, 1968); L.
Empey, Alternatives to Incarceration, 1-8, 70
(196T); Advisory Council of Judges of the
National Probation and Parole Association,
Guides for Sentencing, 1-5 (1857); Ohlin &
Remington, Sentencing Structure: Its Effect
Upon Systems for the Administration of
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Criminal Justice, 23 Law & Contemp. Prob-
lems, 495, 406-99 (1958); Note, Procedural
Due Process at Judicial Sentencing for Fel-
ony, 81 Harv, L. Rev. 821-25 (1968). A sen-
tence reflects a prediction of future events
based largely upon the defendant's past and
the court's soclological conceptions.

As much reliable data as possible on the
background of the individual defendant is
essential to any intelligent cholce among the
many available alternatives. “The aim of the
sentencing court is to acquire a thorough
acquaintance with the character and history
of the man before it."” United Staies v. Doyle,
848 F. 2d 715, 721 (24 Cir. 1965). Any infor-
mation which may lead to a better under-
standing of the needs of the defendant and
of society may, and should, within the limi-
tations of due process, be considered. ABA,
Standards Relating to Probation, 34-39 (Tent.
Draft, 1970); Williams v. Oklahoma, 3568 US.
576 (1959); Gollaher v. United States, 419 F.
2d 520, 530 (9th Cir. 1969); Heidrich v. United
States, 373 F. 2d 540 (5th Cir. 1966).

Recognizing the necessity for unfettered
access to Information by the sentencing
judge, courts have regularly upheld the
propriety of wide-ranging presentence inves-
tigations and reports. As the Supreme Court
remarked, “[t]here are no formal limitations
on [presentence reports’] contents, and they
may rest on hearsay and contain informa-
tion bearing no relation whatever to the
crime with which the defendant is charged.”
Gregg v. United States, 394 U.S. 489, 492
(1969). See also, e.g., Williams v. New York,
337 U.S. 241 (1949); United States v. Doyle,
348 F. 2d 715 (24 Cir. 1965).

Fairness, accuracy, and procedural due
process do limit the sources which may be
considered by the sentencing judge. See, e.g.,
Townsend v. Burke, 334 U.S. 736 (1948); Scott
v. United States, 419 F. 2d 264 (D.C. Cir.
1969); Haller v. Robbins, 409 F. 2d 857 (1st
Cir. 1968). See generally Note, Procedural
Due Process at Judicial Sentencing for
Felony, 81 Harv. L. Rev. 821 (1968). But such
restrictions are designed to protect the in-
tegrity of the sentencing procedure rather
than the legality of earlier stages of the pro-
secution.

The broad acceptance of hearsay presents
a striking example of the scope of present-
ence investigations and the quality of mate-
rials which may be considered by the sen-
tencing judge. See, e.g. Williams v. Okla-
homa, 358 U.S. 576 (1959); Davis v. United
States, 179 F. 2d 640 (9th Cir. 1950). Limits
on the use of hearsay at sentencing depend
solely upon assessment of probative force.
United States v. Doyle, 340 F, 2d 715, 720 (24
Cir. 1965). But cf. United States v. Rao, 206
F. Supp. 1145, 1148, (SD.N.¥, 1969) (hear-
say indicating defendant's underworld cons
nections does not constitute a predicate for
punishment).

In the instant case the questioned evidence
consists largely of admissions by the defend-
ant and declarations against panel interest
by his assoclates; its probative value is high,
and even its status as excludable hearsay 1s
questionable, See eg. 4 J. Wigmore, Evi-
dence § 1048 (3d ed. 1040); 5 Id. §§ 1361, 14786,
1477; 6 Id. § 1766; Committee on Rules of
Practice and Procedure, Preliminary Draft
of Proposed Rules of Evidence for the United
States Distriet Courts and Magistrates, 46
F.R.D. 161, 331-34, 339-43, 385-87 (1969); C.
McCormick, Handbook of the Law of Evi-
dence §§ 239, 25656 (1954): Donnely v. United
States, 228 U.S. 243, 277 (1913) (Holmes, J.
dissenting). The accuracy of these out-of-
court statements, and of the Iinferences
which may readily be drawn from them, was
not questioned either at allocution or at the
hearing on the motion to reduce sentence.
It was therefore appropriate to accord them
substantial weight in the sentencing decision
unless they should not have been considered
because of factors not relating to proba-
tive force.
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111, APPLICATION OF EXCLUSIONARY RULE

A. Purposes of exclusionary rule in fourth
amendment cases

The primary purpose of the exclusionary
rule in the case of Fourth Amendment viola-
tions is to discourage unconstitutional acts
outside the courtroom by law enforcement
officials. It is assumed that illegal searches
and seizures will not be undertaken if they
will have no meaningful effect. Mapp v. Ohio,
867 U.S. 643 (1961); Weeks v. United States,
232 U.S. 883 (1914); Pizzarello v. United
States, 408 F. 2d 678, 686 (2d Cir. 1869) (ecivil
case); J. Maguire, Evidence of Guilt §5.02
(1959); B. J. George, Constitutional Limita-
tions on Evidence in Criminal Cases 39-42
(1966).

Since the exclusionary rule has a prag-
matic orientation, it is to be expected that
it will not be unnecessarily applied. There are
a number of well recognized instances per-
mitting reliance upon evidence obtalned In
violation of the Fourth Amendment.

Illegally seized evidence may be considered
by a parole board in deciding to revoke
parole. United States ex rel. Sperling v. Fitz-
patrick, F. 2d—(2d Cir, 1970), The similarity
of functions between a sentencing court
and a parole board is apparent. As is the
case witk the parole board, “[t]o apply the
exclusionary rule would tend to obstruct
. . . accomplishing . . . remedial purposes”
of the sentencing procedure. Id. at—. A court,
as well as a parole board, needs all possible
information that may lead to insights into
the character of the defendant. Both are
vested with "“the broadest discretion con-
sistent with due process to act upon reliable
evidence” in determining treatment. Id. at—.

Grand jury proceedings constitute a second
area in which the use of illegally obtained
evidence is not absolutely forbidden by the
exclusionary rule. United States v. Blue, 384
U.8. 251, 2565, n. 3 (1968); Lawn v. United
States, 355 U.S. 339, 348-50 (1958). Cf. United
States v. Tane, 329 F. 2d 848 (2d Cir, 1964).
The important protective function of the
grand jury is held not to be vitiated by the
use of some illegally obtained evidence so
long as the government proves the defend-
ant's guilt at the trial through untalnted
evidence.

A third clear exception to the exclusionary
rule in Fourth Amendment cases is to be
found in the continuing appllication of the
doctrine of standing. Alderman v. United
States, 394 U.S. 165 (1969). Although wire-
tap evidence may be the product of an
unlawful search and seizure, coconspira-
tors or codefendants who are aggrieved
“solely by the introduction of damaging
evidence” ‘have been accorded no special
standing,” Id. at 172. Such evidence, al-
though illegally obtained, may be used at
trial without violating the deterrent policy
of the exclusionary rule.

Finally, evidence obtained through an un-
lawful search and seizure may be used to
a limited extent to impeach the credibility
of & criminal defendant who has made un-
truthful assertions at trial on his direct case,
Walder v. United States, 347 U.S. 62 (1953);
Committee on Rules of Practice and Pro-
cedure, Preliminary Draft of Proposed Rules
of Evidence for the United States District
Courts and ates, 46 F.R.D. 161, 181
(1969). Cf. United States v. Gugielmini
(IT) —F. 2d—(2d Cir. 1970) (improperly ob-
tained statement may be used to impeach
a non-defendant witness); (United States v.
Fozx, 403 F. 2d 97, 103 (2d. Cir. 1968) Walder
not applicable to Miranda situations). But
see United States v. Birrell, 276 F. Supp.
798, B17 (S.D.N.Y. 1968).

B, Ezclusionary rule in sentencing

Despite the analogous cases just discussed,
it has been held that use of an involuntary
confession at sentence warrants its being set
aslde. United States ez rel. Brown v. Rundle,
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417 F. 2d 282 (3d Cir. 1968): United States
ex rel. Rivers v. Myers, 384 F. 2d 737 (3d Cir.
1967); Armpriesier v. United States, 256 F. 2d
294, 297 (4th Cir, 19568) (dictum). Whatever
the merits of such rulings, they are not
applicable here. The original rationale for
the rule against coerced confessions was lack
of reliability, 3 J. Wigmore, Evidence § 822
(8d ed. 1940); Miller, The Supreme Court's
Review of Hypothetical Alternatives in a
State Confession Case, 5 Syr. L. Rev. 53
(1958), reprinted in Selected Writings on the
Law of Evidence and Trial 847, 848 (W. Fryer
ed. 1957). Thus, even when there is no co-
erclon, courts, led—or misled—by the genesis
of self-incrimination and confession rules in
fears of unreliability, might exclude on sen=-
tencing illegally obfained but trustworthy
confessions.

No such a historical or theoretical basis for
exclusion is presented in cases arising under
the Fourth Amendment, which was adopted
for entirely different purposes. See, e.g., Katz
v. United States, 389 U.S. 347, 350 (1967).
Decisions excluding the use at sentencing of
confessions obtained in viclation of the
Fifth Amendment are not persuasive Fourth
Amendment precedents.

On principle, exclusion of lllegally seized
evidence on sentencing would seem to be
generally unwarranted. In unlawfully search-
ing and seizing property or conversations the
government runs the risk at trial that its
entire case against the defendant will be
found to have been irrevocably tainted and
that the evidence obtained against him—
as part of a general criminal investigation—
will be held Inadmissible. See, e.g., Silver-
thorne Lumber Co, v. United States, 251 U.S.
3856 (1920); Nardone v. United States, 308

U.S. 338, 341 (1939); United States v. Parou-
tian, 229 F. 2d 486 (2d Cir. 1962); United
States v. Schipani, 289 F. Supp. 43 (ED.N.Y.
1968). Absent some special situation, no ap-
preciable increment in deterrence would re-
sult from applying a second exclusion at
sentencing after the rule has been applied at

the trial itself. Cf. Amsterdam, Search, Seiz-
ure, and Section 2255: A Comment, 112 U. Pa.
L. Rev. 378, 380 (1964).

There are few cases which deal directly
with the use of unlawfully seized evidence
at sentencing. J. Maguire, Evidence of Gullt
§ 5.03 at 181 (1959). The only federal case we
have found that 1s arguably on point is
Verdugo v. U.S. 402 F, 2d 599, 4 CrL 2102
(9th Cir. 1968). Verdugo was remanded for
resentence because the trial judge had relled
upon a presentence report which, in turn,
had been based upon illegally seized evidence.

The Verdugo opinion is predicated upon
the fact that the search which had produced
the improper evidence was conducted out-
side the course of the regular criminal in-
vestigation. It v-as undertaken, not to obtain
evidence to support an indictment and con-
vietion, but to recover contraband and thus
to enhance the possibility of a heavier sen-
tence after the basic investigation had been
completed. At the time of the illegal search
government agents had more than encugh
evidence on hand to secure a conviction of
the defendant on what later became the first
count of the indictment. The questioned
search was made “to locate a wholesale sup-
ply of heroin. ... [Tlhe agents went to Ver-
dugo’s home ‘to look for the contraband and
to make an arrest to get the same.'” Id. at
612. This evidence was used as the basis for
& second count of the indictment, subse-
quently dismissed on motion by the govern=-
ment after the motion to suppress had been

ted.

In Verdugo and similar cases, if a trial
judge were permitted to consider the illegally
obtained evidence In passing sentence, law
enforcement officials would have little to
lose, but much to gain, in violating the
Fourth Amendment. If their search were up-
held as valid, there would be evidence suffi-
clent to justify the additional count (and,
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of course, it could be considered in sentenc-
ing on the ori count). If the search
were declared Invalid, the Court would never-
theless be able to consider this strong evi-
dence that the defendant was more than a
mere dabbler in narcotics and was, in fact,
a major trafficker. Without exclusion in such
a situation, there would be no deterrence
to violation of the Fourth Amendment. As
the Court noted in Verdugo,

“Quite different considerations would ap-
ply if the object of the search were to ob-
taln evidence to support a single charge on
which the defendant was later convicted.
If the additional evidence was necessary to
obtain any conviction at all, the danger of
exclusion at trial would afford a substantial
deterrent to an illegal search. If the addi-
tional evidence was not required for convic-
tion, both the deterrent effect of the ex-
clusion of illegally seized evidence of the
same offense at sentencing and the incen-
tive to conduct legal searches to obtain such
evidence would appear to be minimal” Id.
at 612, n. 21. (Emphasis in original.)

The case now before us differs substan-
tlally from Verdugo. The evidence excluded
at trial was gathered in a basic Investigation
of the defendant and a number of suspected
members of an organized crime syndlcate, It
was offered to support all of the counts of
the indictment, which differed only as to the
taxable years involved. It cannot be said
that this information was gathered for any
purpose other than the indictment and con-
viction of the defendant and his criminal as-
sociates, and 1t cannot be sald that applica-
tion of the exclusionary rule at sentencing
in this and similar cases would have any
appreciable deterrent effect.

C. Practical considerations

Several practical considerations support
the conclusion that the exclusionary rule
should not be rigidly applied to the sentenc-
ing process, First, sentencing has tradition-
ally been left to the discretion of the trial
judge. Note, Procedural Due Process at Ju-
dicial Sentencing for Felony 821, 822-23
(1968). No statement of his reasons for im-
posing sentence is ordinarily required. But
cf. United States v. Latimer, 415, F. 2d 1288,
1291 (6th Cir. 1969). Frequently, the decision
will rest on the application of unarticulated
principles and factors lying at the threshold
of the conscious. The oft noted wide varia-
tion in sentences suggests how powerful in
advocacy 1is the individual judge's back-
ground.

A seriously enforced requirement that the
exclusionary rule be applied in sentencing
would require the judge to explain the basis
of his decision and would expand appellate
review far beyond its present scope. Perhaps
such changes are desirable, but reforms of
this nature should not be attempted by in-
direction. Compare ABA, Standards Relating
to Appellate Review of Sentences, 50-53
(Approved Draft, 1968).

Another, and more serlous, practical
conslderation weighs against the adoption of
an absolute exclusionary rule in the imposi-
tion of sentences. It would be almost impos-
sible for a district judge, who has screened
proffered evidence on the motion to suppress,
to banish it entirely from his mind at sen-
tencing. This problem is similar to that raised
and resolved in United States v. Smith, 337
F. 2d 49, 53-54 (4th Cir. 1964), cert. denied,
881 U.S. 916 (1965), where the court refused
to hold that a sentencing judge should dis-
qualify himself under 28 U.8.C. § 456 from
passing upon a motion under 28 U.S.C. § 2255.
See also, e.g., United States v. Halley, 240 F.
2d 418 (2d Cir.), cert. denied, 368 U.S. 967
(1957); United States v. Valentino, 283 F. 2d
634 (2d Cir. 1960).

One reason for the practice of assigning
the trial judge to sentencing is his familiarity
with all aspects of the case. He has seen and
observed the defendant; he is aware of the
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strengths and weaknesses of the prosecution;
and he has had the opportunity to hear and
evaluate any character testimony offered.
Much of this knowledge might be detrimental
if a fixed exclusionary rule were to be adopted
in regard to sentencing. To require the trial
judge to pick and choose among the items of
evidence and the impressions which he has
received at and before trial would be to
require an unusual degree of self-awareness
and control.

An impractical rule of total suppression
would almost invite self-deception by a
judge forced to deny that he had considered
a factor that was strongly infiuencing his
subconscious reactions. The judge’s capacity
to ignore such information is probably bet-
ter than a juror's, but it is limited. Cf. Bru-
ton v. United States, 389 U.S. 818 (1968);
Committee on Rules of Practice and Proce-
dure, Preliminary Draft of Proposed Rules of
Evidence for United States District Courts
and Magistrates, 46 F.R.D. 161, 192-03 (1969).
As was noted in the context of legal conclu-
slons,

“we well know how liable the best minds
are, notwithstanding their utmost care, to a
bias, which may arise from a preconceived
opinion . . ."” Iredell, J. in note to Hayburn's
Case, 2 Dall. 408, 414 (1792).

The difficulty in separating the elements
of any decision is even greater when factual
determinations are involved. This same argu-
ment of judicial frailty would also, of course,
apply in & case such as Verdugo v. United
States, 402 F. 2d 599 (9th Cir. 1968), dis-
cussed supra, requiring some illegally ob=-
tained evidence to be excluded on sentenc-
ing. But we ought not compound the diffi-
culties by unnecessarily broadening the ex-
clusionary rule.

Finally, the Federal Rules of Criminal
Procedure do not require the court to per-
mit inspection of presentence reports by
defense counsel. F.R.Cr.P. 32. Even the pro-
posed changes in Rule 32 would not man-
date disclosure in all circumstances. Com=
mittee on Rules of Practice and Procedure,
Preliminary Draft of Proposed Amendments
to the Federal Rules of Criminal Procedure
for the United States District Courts 62-63,
65-67 (1970). See also ABA, Standards Re-
lating to Sentencing Alternatives and Pro-
cedures 213-25 (Approved Draft, 1968) . These
reports—ordinarily not part of the appel-
late record—usually do not specify sources.
Without such disclosure, it is quite pos-
sible that in many instances the use of ex-
cludable evidence in a presentence report
would pass unnoticed by the trial court, de-
fense counsel, and appellate tribunals. Un-
less specific disclosure of all sources becomes
the rule rather than the exception (Good v.
United States, 410 F. 2d 1217 (5th Cir. 1969);
United States v. Crutcher, 405 F. 2d 239 (2d
Cir. 1968), cert. denied, 394 U.S, 908 (1969);
Baker v. United States, 388 F. 2d 931 (4th
Cir, 1968); United States v. Conway, 296 P.
Supp. 1284 (D.D.C. 1969) ), any application of
a general excluslonary rule to sentencing
would be of little value. Moreover, the ex-
tension to post-trial situations of burden-
some motions to suppress is not a step which
ought to be taken unless the necessity 18
clear.

In the process of eliminating some of the
fictions and pretensions of the law to afford
more practical protections to defendants,
we ought not create rules inviting mendacity.
Compare United States v. Mitchell, 392 F.
2d 214, 218 (2d Cir. 1968) (Eaufman, con-
curring) (“it i1l comports with the integrity
of the judicial process to vacate a ruling
below and remand for what will of necessity
be a formalistic and meaningless imprima=-
tur.”).

) IV. CONCLUSION

The purposes of the exclusionary rule,
analogous cases, and practical considerations
in the administration of justice all lead to
the conclusion that no arbitrary rule exclud-
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ing from the consideration of the sentencing
judge all illegally seized evidence should be
adopted. Where the evidence is rellable and
it is perfectly clear that it was not gathered
for the purposes of improperly influencing
the sentencing judge, evidence should be ac-
corded whatever probative value it may have.
Because as complete as possible an under-
standing of the defendant is so important in
sentencing, any exclusion of evidence should
be undertaken reluctantly. No useful purpose
would be served by exclusion in this case.

The motion for reduction of sentence is
denied. The defendant is directed to surren-
der to the United States Marshal to com-
mence service of his sentence on June
15, 1870.

Bo ordered.

Dated: Brooklyn, New York, June 4, 1970.

CONSPIRACY AGAINST PUBLIC
UNDERSTANDING

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Illinois (Mr. FINDLEY) is recog-
nized for 10 minutes.

Mr. FINDLEY. Mr, Speaker, after
reading the full text of the farm bill
(H.R. 18546) I have concluded that it is
a conspiracy against public understand-
ing, Unfortunately public interest has
centered so exclusively on the level of
limitations on individual payments that
the true conspiratorial character of the
bill has gone unnoticed.

Hidden loopholes and an unreported
deal, if left uncorrected, will add hun-
dreds of millions of dollars to program
costs, produce undeserved payments and
cropping advantages for certain farmers,
and result in a program even more cost-
ly and ineffective than the present one.

The most flagrant item of obscurity
does not appear in print either in the bill
or the committee report. It is an agree-
ment that acreage left unplanted by cot-
ton farmers under the normal manage-
ment practice of “skip row” planting will
qualify as set-aside acres under the pro-
visions of the new bill. Last year, when
no cotton diversion was required, 2 mil-
lion acres were planted using the prac-
tices which would be covered for the first
time in this deal.

This agreement enables cotton farm-
ers in the semiarid States such as Texas
and Arizona to qualify for big cotton
payments without idling 1 square inch
of land beyond their normal production
practices.

The stipulation was agreed to by the
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Department of Agriculture under pres-
sure from cotton belt interests but was
not mentioned in the bill or the report.
Under the silent agreement in this bill,
unplanted land where two rows are
skipped and left unplanted will be
counted as set-aside acreage. This prac-
tice makes maximum use of water and
sunlight for bigger cotton yields.

The deal means many of these cotton

farmers will not have to retire any addi-
tional land to qualify for big payments,
My amendment prohibits skip row plant-
ing.
A second scandalously large cost to
American taxpayers involves the myste-
rious slippage of 22.7 million acres of
conserving base between 1966 and 1969.
Conserving base land is cropland which
must be left idle without payments in
addition to the normal annual diversion
requirements for which payments are
made.

This base acreage is subject to adjust-
ment by county ASCS committees and
was adjusted downward in every State
except Vermont during the 1966-69 pe-
riod. This reduction results in additional
land being brought into production com-
peting directly and at high cost with
other cropland. I am proposing an
amendment which will establish a con-
serving base for each State. This pro-
posal would permit downward adjust-
ment in individual conserving bases only
if corresponding upward adjustments
were made somewhere else in the State.

The 22.7 million acreage slippage in
the conserving base represents at the
very minimum a $1 billion annual loss to
the taxpayer in reduced efficiency of the
program and the introduction of new
cropland to production. The massive ero-
sion of the Nation’s conserving base has
seriously undercut the effectiveness of
programs and added to their cost. Ac-
companying tables show a 3-year
drop of 22.7 million acres to a new 1969
level of 100,252,573 acres, This drain
must be plugged before further irre-
trievable loss occurs.

The State-by-State inventory of acres
eligible for set-aside will provide an addi-
tional check against the erosion of con-
serving base acres. It will also prevent
a recurrence of the eostly expansion of
acres eligible for set-aside, similar to the
9.2-million-acre expansion of the feed
grain base which occurred during the
early 1960’s.
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To its credit, the Department of Agri-
culture attempted to establish a new pro-
duction base concept, in order to halt the
conserving base erosion. This effort obvi-
ously was blocked by the committee. The
paragraph in the committee report on
page 62, to me, shows clearly the deter-
mination of the report’s author to pro-
tect the status quo in the conserving base;
which means more of the same slippage.

The bill, while requiring an acreage
set-aside for each of the three crops,
prostitutes that objective by permitting
planting, grazing, and harvesting of the
diverted or set-aside acres of commer-
cial crops. These compete in the market-
place with the same crops covered by this
act.

Language of the bill provides directly
for the planting and harvesting of such
crops as safflower, sunflower, and flax-
seed which all compete directly with cot-
tonseed and corn oil which are both cov-
ered by the bill, and with soybeans which
are not included under the direct pay-
ment programs, and indirectly with all
other commodities. Even cotton can be
planted on the cotton set-aside acres.

Grazing of the set-aside acres permits
competition for feed grains which are
also supported under the bill and in-
cluded in the acreage reduction provi-
sions. In separate amendments I will seek
to prohibit grazing or harvesting of set-
aside acres.

Attached to these remarks is a series
of tables which show the necessity for
correcting these costly program-wreck-
ing features.

Table A shows the massive slippage of
conserving base acres in 1966-69 and
where it occurred.

Tahle B gives details of the 9.2 million-
acre growth of the feed grain base in the
early 1960’s. The enlargement from the
1959-60 average has been referred to as
“phantom acres.”

Tables C and D show the wide range
in cost of land diversion under various
programs over the years. The cost per
acre per year ranges from $5.80 under
cropland conversion to $261.33 per acre
under the 1968 cotton program.

Table E shows the ratio of program
cost to crop value of the major crops in
recent years, Cotton shows consistently
the worst ratio from the standpoint of
taxpayers with feed grains the best.

Finally are the texts of my amend-
ments to close slippage loopholes:

TABLE A.—CONSERVING BASE AND CROPLAND RATIOS 1966 AND 1969 FEED GRAIN AND WHEAT COTTON FARMS

Conserving
ases

Y Conserving
State (1966)

bases
(1969)

Portion 1969
conserving
G bases are

of 1966
Cru%land
(1969)

Portion 1969
conserving
bases are
of 1966
conserving
bases
(percent)

Conserving
bases
(19639)

Conserving Cropland
roplan
(1969)

Alabama. . 1,561, 307
Arizona, .. 420, 695
Arkansas._ .

California.

Colorad

Indiana.
lowa...
Kansas._
Kentucky__ -
Louisiena_____ = . . iii. ...

conserving
6,335,183
1, 448, 032

7,953, 162
8,203,112
10, 678, 345
147, 403
494, 828
1,970,730
8,294, 002
5,707, 813
24,929,675
14, 515, 089
26,949,716
29,857, 481
10, 094, 204
4, 585, 617

Michigan_ .
Minnesota__

Missour:
Nevada____

New Mexico
North Carolina

Mississi?pi.--........“_.. a7

New Jersey. ... ... ..

109, 055
603, 398
93, 570
1, 951, 509

140, 762
1,791,220
126, 219
10,129, 727
22,212, 857
7.632, 658
18, 476, 262
272,233
68, 563
14,723,801

5,564, 191
7,103, 809
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State

Conserving
bases
(1969)

Portion 1969
conserving
bases are
of 1966
conserving
bases

State

Conserving
-bases

€1966)

Conserving
bases

(1969)

Crniulam!
(19639)

Portion 1969
conserving
bases are

of 1966
conserving

North Dakota
Ohio

Pennsylvania__
Rhode Island. ...
South Carolina...

Utah..
Vermo
Virginia.
Washington_.
West Virginia
Wisconsin.
Wyoming

934, 897
352, 528
1,744, 976
3,138, 000
56, 000

5, 446, 890
930, 527

913,616

6
11,764, 249
1,812,574

South Dakota._ 54 3
960 8,532, 436 United States (48 States).. 123,035,993 100,252,573 430, 284,374
2,869, 045 35,778, 092

TABLE B.—FEED GRAIN BASE, 1961-59, UNITED STATES
[National base acreage (ba=ed on 1959- 50 average)]

Acres {in millions) Acres (in millions)

ﬁ;,;age
diverted

Acreage

s planted

=R
-

NMUWO=oowo

RRERRRRRTIR
A e e ) e 00 00 D WD P
SIBBERRN

e

=

1 Not included.

Source: 1961-56, pp. 46, 47—Feed Statistics Through 1966, Stat. Bulletin No. 410, USDA
1967-58, p. 24—Supplement for 1969 to Feed Statistics, Stat. Bulletin No. 410. 1969, p. 20—
Feed Situation, February 1970, No. 232,

Source: 1959-61, pp. 6, 46, 47—Feed Statistics Through 1966, Stat, Bulletin No. 410. 1962-67
pp. 8 and 24—Supplement for 1969 to Feed Statistics, Stat. Bulletin MNo. 410. 1969, p. 20—Fee
Situation, February 1970, No, 232,

TABLE C.—GOVERNMENT FARM PROGRAM.COST COMPARISONS, 1961-69 LONG TERM LAND RETIREMENT PROGRAMS

Soil bank Cropland conversion Cropland adjustment

Diverted __Pm gram
_acres dollar cost
(millions) (millions) acre

Diverted Program
acres dollar cost
(millions) (millions)

Program
dollar cost per
(millions) acre

Diverted
Cost per acres

Cost per
(millions) Ac

28.5 $338.0
8 12

(i

sowEpd |

SSRINSS! |

TABLE D.—GOVERNMENT FARM PROGRAM COST COMPARISONS, 1961-69

Feed grain Wheat Cotton

- . GCompara- Market ; ~_ Compara-
Diverted Diversion tive certifica- Program Diverted Diversion tive Program

ost per acres payments payments tion cost Cost per acres paymenis payments ~cost  Cost per
acre  (million) (million) (million) (miilion) (million) acre (million)  (million) (million)  (million) acre

s Compara-
Diverted Diversion tive Program
acres payments payments cost
(million) ~(million) (million) (million)

1 Not available:

TABLE E—CASH FARM RECEIPTS VS. COMMODITY CREDIT CORPORATION COSTS

[Millions of dollars]

Cotton—Upland and E. L. staple
CCC costs

Feed grains
Cash receipts

Wheat

Calendar year Cash receipts CCC costs CCC costs Cash receipts

1969
1970 Eestimatad)

AT T ) e N I S L A O
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STATE-BY-STATE INVENTORY AMENDMENT

Amendment to be offered by Mr. FINDLEY
to H.R. 18546, page 57, beginning on line
21:

“Sec. B05. The BSecretary 1s directed to
establish not later than January 1, 1871, an
inventory for each state which will show:

“(1) The cropland other than conserving
base which was diverted under a program
or tilled in the crop years 1968 or 1969 or
prior to August 1 in 1970; and

‘“(2) The total conserving base in 1970.

“Only the acreage in subsection (1) shall
be eligible as set aside under the various
provisions of this Act.

“Acreage left unplanted because of skip-
row practices shall not be eligible as set
aside.

“Any downward adjustments of individual
farm conserving bases must be offset by
upward adjustments on other farms within
the state.”

SET-ASIDE AMENDMENT

Amendment to be offered by Mr. FINDLEY
to H.R. 18546, page 57, after line 21, add the
following new sectlon; t0 read as follows:

“SEc. 806. Notwithstanding any other pro-
vision of this Act, the Secretary shall not
permit grazing or harvesting of any acreage
diverted or set aside pursuant to this Act,
except where he determines such action is
necessary because of an emergency created
by drought or other disaster, or in order to
prevent or alleviate a shortage in the supply
of agricultural commodities.”

ANNIVERSARY OF WARSAW UPRIS-
ING DAY, AUGUST 1, 1944

The SPEAKER. Under a previous order
of the House, the gentleman from New
York (Mr. RooNEY) is recognized for 15
minutes.

Mr. ROONEY of New York. Mr. Speak-
er, let not one of us forget the meaning
of Warsaw Uprising Day to every man,
woman, or child of Polish birth or ex-
traction.

August 1 has long been a day of
sacred significance to the Polish people
because on this day 26 years ago came
the tragic end of a gallant fight by Polish
patriots in the Nazi-dominated city of
Warsaw.

There are few accounts on the pages
of history of greater bravery and truer
love of freedom than mark this day. Few
times in history have enslaved and op-
pressed people shown such courage and
dauntless determination to right the
wrongs to which they were being sub-
jected.

Month after month the brutality of
the Nazi occupiers became increasingly
more brutal and more inhumane. Day
after day the people of Warsaw suf-
fered indignities and pain. Finally, a
people who have never lost the spirit of
freedom could stand the yoke of Hitler's
slave masters no longer and launched
a telling revolt. Warsaw citizens—men,
women and children—began a coura-
geous battle with their oppressors against
overwhelming odds. For 2 nightmarish
months the patriots fought and died for
freedom. Day after day the gutters in the
streets ran red with Polish blood. The
Nazis summoned heavy reinforcements
and an all-out war against the Warsaw
people was waged. By the end of the
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hostilities the Nazis had slain over 200,000
people—many of them murdered only
after hours and days of heinous torture.
Many of these mass murders took place
under the eyes of the Russian Communist
troops who did nothing to help the Nazi
victims.

The revolt ended, the rebels were dead
as were many of the oppressors, but the
Nazis continued the enslavement. Some
people bemoaned what they thought of
as a futile, wasted effort. But such was
not the case. The story of the bravery of
the Warsaw people flashed across the
world. The tales of heroism filtered into
allied military posts and men fighting the
common axis enemy took heart and re-
newed their determination to call a halt
to Nazi domination of freedom loving
people. The whole free world gloried in
the valiant stand being made in War-
saw. Morale was lifted and even with the
sad announcement of the unfortunate
results, people still felt uplifted.

No single action of any segment of the
Polish people did more to win the hearts
of the American people and to build
lasting bonds of friendship than did the
Warsaw uprising. No one example of
Polish valor has ever exemplified to a
greater degree the innate love of free-
dom possessed by Poles.

In the end, although the uprising in
Warsaw was looked upon as a defeat, it
was indeed a victory of great significance.

Mr. Speaker, I know many of this body
join me in congratulating the Polish peo-
ple on their great reverence for the deeds
of the Warsaw fighters. We want to com-
mend our fine Polish American organiza-
tions for keeping this sacred anniversary
alive and stimulating its respectful
observance.

All of us must dedicate ourselves anew
to battle with Poland’s present oppressors
and regain for her people the freedom
and independence which they so deeply
cherish. We and the rest of the free world
have this equally sacred obligation to
perform if the deaths of the people who
died upon the streets of Warsaw in 1944
are to be avenged.

FAILURE OF SMALL BANKS

(Mr. CEDERBERG asked and was
given permission to extend his remarks
at this point in the Recorp, and to in-
clude extraneous material.)

Mr. CEDERBERG. Mr, Speaker, dur-
ing the past 18 months over one dozen
small banks across the country have
been forced to shut their doors due to
fiscal instability. In at least six of these
cases the primary cause of the failure
was the use of banking instruments
known as certificates of deposit or let-
ters of credit. The banks issued these
instruments after cash was found for de-
posit by money brokers, usually acting in
the interest of a potential borrower who
was found to be unstable or without col-
lateral on his original application for
funds. Several large firms specializing in
brokering have been implicated in the
closure of a number of the banks men-
tioned above.
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A simple deseription of the mechanics
of the brokered deposit-link financing
arrangement is contained in the first
part of an article bringing attention to
the seriousness of the current situation,
which appeared in the Wall Street Jour-
nal. I would like to insert that infor-
mation at this point:

THE MIDDLEMEN: SmMALL BANKS Go UNDER,
AND AUTHORITIES AsSSAIL ROLE OoF MONEY
BROKERS —WILL THERE BE MORE FAILURES?

(By Frederick C. Klein)

A small bank fails In Prairie City, Iowa.
Another goes under In Auburn, Mich. Still
another in Coalville, Utah. And Petersburg,
Ky., Covington, Ga., and Aransas Pass, Texas,

All these banks have falled In the past 18
months, and Federal regulators indicate all
have falled for much the same reasons. In
each case big borrowers defaulted on loans
or appeared llkely to do so. In each case the
loans were in excess of what the little banks
should prudently have made and in most
cases were made to persons from outside the
bank's normal business area. And in each
case some of the loans had been backed by
deposits generated by so-called money brok-
ers.

Money brokers are an oft-criticized breed
who act as middlemen in loans that banks
make to persons or corporations. Say Mr. A.
wants to borrow $100,000 from the Jones Na-
tional Bank. The bank won't make the loan
because it doesn't have the funds, or if it
does have the money it has more credit-
worthy customers to lend to, But the bank
will agree to lend the money if Mr. A. can
bring to the bank depositors willlng to de=-
posit $100,000. Mr. A. doesn’t know anybody
with that kind of money, so he goes to a
money broker. The broker finds the people,
and the deal is arranged.

THEORY—AND PRACTICE

In theory, everyone is happy. The broker is
happy because the borrower pays him 3% to
5% of the loan as his fee. The depositors are
happy, because they are getting 51 %, say,
on their certificates of deposit (which are
insured by the Government) and another
2% or so that the broker pays them out of
his fee to entice them. The bank is happy,
because it has new deposits and a new loan.
And the borrower s happy, because he has
his loan,

That's not only the way it works in theory,
but also the way it works in practice a lot of
the time. It isn’t known how much money is
channeled through brokers in the course of a
year, but the total is probably somewhere
around $750 million. Seaboard Corp., & Los
Angeles company that is the largest money
broker in the U.S., says it will place deposits
of $130 million to $150 million this year, up
from $50 million in 1968. These deposits prob-
ably will offset a like amount of loans, though
the deposits offsetting any one loan can range
from 20% to 200% of the face value of that
loan. In most cases the loan is repaid to the
bank, the certificates come due and the de-
posits are returned to the depositors and all
goes well.

But sometimes—increasingly, Federal regu-
lators say—all doesn't go well. The borrower
defaults, and the bank is left with insufficient
capital to carry on. Sometimes the borrower
defaults because he was borrowing to finance
a hare-bralned scheme that falled. Sometimes
he defaults because he was just a bad busi-
nessman. And sometimes, according to sev-
eral court suits, he defaults as part of a
conspiracy to defraud the bank.

Mr. Speaker, recent news articles in
the New York Times, Los Angeles Times,
and other major newspapers have at-




July 31, 1970

tempted to bring to the attention of the
people the dangers of the above described
schemes. For the normal small bank the
transaction is a disaster—the precarious
position of the borrower does not allow
the bank the necessary latitude to cover
the deposits made by investors and the
interest thereon, and insolvency follows.

More alarming than the danger to
banks and depositors, however, is the
possibility that organized crime is rec-
ognizing the lucrative potential of the
situation and cashing in. An exclusive
article which was written by two fine,
hard-working journalists of the Bay City
Times, my hometown newspaper, fol-
lowing the failure of a small bank at Au-
burn, Mich., in my congressional district,
dramatically points out this possibility.
While it is somewhat lengthy, I would
highly recommend that my colleagues
take the time to review it:

TiMES REPORTERS UNEARTH THE STORY
BEHIND THE STORY
(By Ray J. Euhn)

When Federal Deposit Insurance Corpora-
tion tacked a “closed” sign on the doors of
Peoples State Savings Bank of Auburn last
April 16 it appeared to be just another town
bank failure. There had been infrequent
but recent closings of similarly structured
banks. Federal and state officials involved,
although apprehensive of the consequences,
did not appear disturbed.

And, with the exception of litigation which
normally follows bank fallures, the closing
seemed to be just another one of those un-
fortunate events, precipitated by misman-
agement,

But the story of the closing brought to
light a new type of a loaning device involving
“letters of credit.”

How could letters of credit break a bank,
are they a new banking device? editors as well
as readers of The Times asked.

In ferreting out the answer, reporters of
The Times have uncovered a bank manipula-
tion which has sent at least 156 banks down
the drain in six years and if permitted to
continue could well shake the hallowed bank-
ing structure to its foundatlons.

Here on this page is the story behind the
story of the closing of the Auburn bank.

It was unearthed in weeks of intensive in-
vestigation by two Times staffers, Michael
F. Wendland, reporter, and Alfred L. Pelo-
quin, city editor.

It elicited an observation from a top official
of FDIC to the effect that it was only through
persistence of Times reporters that the story
of current bank failures which should have
been told a long time ago is finally being
brought into public focus.

The Times today is introducing its readers
to the “Shadow Syndicate.”

There will be much more to read on the
same subject as the weeks go by. Ramifica-
tions swrrounding the closing of the little
bank in Auburn stagger the imagination.

[From the Bay City Times, June 28, 1970]
SHADOW SYNDICATE SEEN LURKING IN BACE-
GROUND OF BANK FAILURES
(By Michael F. Wendland)

WasHINGTON, D.C.—A shadowy syndicate,
operating on the law’'s razor edge, has in-
filtrated the hallowed world of American

g.

It has played the principal role in the clos-
ings of a series of small town banks, includ-
ing Peoples State Savings Bank of Auburn,
Mich., last April 16.

And, In at least one of the fallures, the
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Mafia, keystone of the nation's organized
crime, has figured in a large way.

The Instruments by which the syndicate
gets it foot In the bank door are called “let-
ters of credit” or “certificates of deposit and
invariably are tled in with high risk loans.

And, the victims of the complicated fi-
nance scheming are for the most part small
American banks whose officers are duped into
opening up their vaults to some of the sharp-
est confidence men in the world.

Those are the frightening conclusions
heard here from top federal investigators
after a sudden series of similar bank clos-
ings around the country which sent a half-
score of government agencies scrambling to
come up with answers to questions many say
should have been asked long before.

Much of their fear stems from a growing
list of names being compiled by several fed-
eral agencies, including the Federal Bureau
of Investigation, the Federal Deposit Insur-
ance Corp., the U.S. Treasury Dept., the U.S.
Post Office Dept. and the Securities and Ex-
change Commission.

That list—sald to be made up of 100 or
more Indlviduals and probably the same
number of companies—forms what some key
government investigators are convinced is a
massive network of white collar c¢riminals
who have now turned part of their attention
to the legitimate fleld of high finance.

Many names had been known for years
for their colorful freewheeling in financial
circles, always close to the most exploitable
situations around but just far enough away
from the arm of the law to remain respect-
able.

Others are new and hidden behind a mys-
terious web of interwoven companies linked
to questionable transactions in the ripe fi-
nancial markets of the world.

To the amazement of federal investigators
here, it was not until the Auburn bank sud-
denly collapsed some two months ago that
anyone outside of a handful of second-
echelon officials realized something strange
was going on.

Auburn was the fourth small town bank in
Just 15 months to close its doors after a
whirlwind romance with a “money broker”
from out of the area who had a plan called
“lInk financing” to provide fresh capital for
loans.

And then, just last Thursday, in a tiny
farming community of 390 on the northern
border of Eentucky, another bank suddenly
went belly-up. It too had been having an
affair with the same method of financing.

Although the practice is frowned upon by
the big federal regulatory agencies, the plan
is a tempting proposition for small town
bankers in search of new assets.

The “broker,” in a typlcal link financing
package, promises to place lamge deposits
in the bank on the condition that a loan is
made to a third party.

Handled well, the plan can work: the bank
gets large amounts of new cash, the broker
collects a fee, the investors get Interest on
their “certificate of deposit” or *“letter of
credit” and the third party—who often is
the one who puts the money broker in touch
with the bank—gets his loan.

But if the banker is naive, the broker an
unethical salesman or the third party a poor
credit risk, the plan can be disastrous.

What 1s shaking up the officlals here is
that there has been a series of bank dlsasters
lately.

And, except for the banks and most of the
innocent investors who purchased the certifi-
cates of credit, the names of the brokers
and others involved in the closings have
often been the same.

In Auburn’s case, some $2.7 million In
brokered funds were deposited In the bank—
all in an elght week period this spring—by
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545 investors around the country who were
talked into buying a $5,000 letter of credit
which, at the end of two years, would return
them $5,700.

Although there is nothing illegal about
brokered funds and tied-in loans the prac-
tice has been involved, in varying degrees, in
the closing of at least 15 of some 30 banks
that have shut down since 1963.

Link financing had been under suspicion
for some time. But when the practice broke
the Auburn bank in April, officials here
found their suspicion turning to fear.

And now, they realize, the last five bank
closings—Farmers Bank of Petersburg, Ky.,
Auburn, the Pralrie City State Bank in Iowa,
the First National Bank of Coalville, Utah,
and the Morrice State Bank of Morrice,
Mich.—indicate a dangerous pattern.

In those five closings, and in a half-dozen
other banks that have failed after becoming
involved with link financing, many of the
same names keep cropping up.

While the exact association between the
names, if they are connected at all, is still
too tenuous to chart, there is a growing con-
cern about the vulnerability of small Ameri-
can banks,

“There’s nothing wrong with brokering
money into a bank,” says John J. Slocum,
chief of the FDICs liquidation division, “Just
brokering money per se into a bank creates
an asset. Its the resultant poor loans these
banks made that caused them to fail.”

Slocum, who has handled 20 bank liquida-
tions in nine states, admits, however, to
having “strong suspicions" about who 1is
behind the recent fallures.

“I suspect,” he said, “that some of the same
guys that I ran across in the other deals
are still operating. Although thelr names
are not showing up, I can see their hands
in all this.”

Federal officlals here say the last four clos-
ings, and many of the other banks that have
falled in the past six years, indicate that
small banks in particular appear to be the
most vulnerable.

Besides all being located in small farming
communities under 1,600, the banks were
said to be “highly extended” and looking al-
most frantically for fresh cash.

In Auburn, the Times has learned, more
than $200,000 in “bad” loans were on the
books at closing time, not counting some
$80,000 to a SBanford, Mich. resort operator,

“We find most of these banks were op-
erating on a shoestring,” one FDIC high-
ranking examiner said. “They’d make loans
to farmers on a handshake and not ex-
pect any payment until the crops came in,
things like this. Besides, in a small town,
the banker usually knows everybody and is
much more inclined towards making these
kind of loans,”

Bad loans by small banks can make big
problems and Auburn, the largest of the
banks to go under because of link financing,
was riding an uncomfortable position dan-
gerously close to the minus side of the ledger
sheet, the FDIC source told the Times, even
thought it had passed a routine bank exam-
ination in January of this year.

“We find very often that If any wheeling
and dealing is going to happen, it usually
occurs elther immediately after an examina-
tion when there is enough time for these
guys to come In and fleece the bank and
leisurely move on, or when the bank's day
of reckoning with those uncollectable loans
is coming near,” he said.

For Auburn, both those times had ap-
parently passed when, in mid-February, a
novel plan Involving the sale of letters of
credit was drawn up and initiated.

In the Auburn case, letters of credit pur-
chases brought $2,725,000 into the bank in
less than two months. Of this amount, only
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£410,000, deposited in the account of the
Florida broker who-apparently devised the
plan, was still in the bank. Some $30,000 re-
mains unaccounted.

The FDIC claims the rest of the money,
more than $2,300,000 had been disbursed:
some 30 per cent as a loan to Graham B. Alvey
and his wife, of Sanford, Mich., a business as-
soclate and two corporations; 16 per cent to
Frank Harris and Robert K. Drake, of Ala-
bama and New Jersey, who have indicated to
federal officials they thought the money was
a loan; a little under 2 per cent each to
James McConnell of Florida and James Don-
dick, of Nevada, for their apparent services
as “brokers” and some 34 per cent to Sum-
ner Financlal Corp. of Jacksonville, Fla., the
original money broker who says almost half
of its share went into a prepaid interest ac-
count.

The bank, which took on the liability of
the $2.7 million in letters of credit, was left
holding the bag. Not a cent of the money
funneled out was secured by collateral.

“This letter of credit thing was unbeliev-
able to us,” a federal investigator said. “In
the other closings, at least they had loan
agreements made out for the brokered funds.
In this ease, 1t looks like it was a free give-
away.”

The bank was closed by the Michigan State
Financial Institutions Bureau on April 16,
about a week after banking Commissioner
Robert P. Briggs says an out-of-state woman
presented a letter of credit to a teller at the
Auburn bank who then called authorities.

But what led federal authorities to the
Auburn bank in the first place began several
weeks before, the Times has learned, when
FBI agents, investigating the closing of the
Prairie City Bank, found $3 million in un-
issued letters of credit.

The money broker who was to apparently
steer the investors into Prairie City was the
same Florida broker who handled the Au-
burn transactions.

Tracing the letters of credit found in Pral-
rle City to a Denver, Col. printing firm, the
FBI agents learned that a similar batch had
been printed up for Auburn.

The Prairie City bank, the first bank shut
down this year, was apparently negotiating
with the Sumner Corporation at the time it
was ordered closed Feb. 23 by state banking
authorities for making faulty loans with
some $850,000 in brokered deposits.

Although the president of the bank claims
to have abandoned the letter of credit idea
shortly before officials ordered the bank
closed, a confidential treasury department
directive sent to government bank examiners
blames the Sumner firm for causing the
Auburn and Prairle City fallures and warns
examiners to be on the lookout for dealings
of a “gquestionable nature” between the com-
pany and still-operating banks, the Times
has learned.

An investigator for a legislative investigat-
ing committee has also told the Times that
the Florida broker has been Iinvolved in
“highly suspicious” financial dealings with
banks in Texas, California and Ohio.

The investigator, who asked not be named,
said the firm brokered funds into two banks
in the two Western states in 1969 that were
linked to £100,000 loans made to an ex-con-
vict reputedly involved in organized crime.

But there are other brokerage companies
also making the list that is now being drawn
up by federal agencies here.

Seaboard Planning Corp., a Boston, Mass.
firm, and_two of Iis subsldiary companies,
The Times has discovered, is known to have
brokered deposits into at least six closed
banks, including the three most recent.

That firm is now being sued by two Een-
tucky banks that charge fraud in a linked
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financing “scheme” that allegedly saw the
banks collectively lose $1,430,000.

McConnell and Dondick who the FDIC say
received some $38,000 each for their broker-
ing services in the Auburn bank letter of
credit transactions, have also had. colorful
finanecial careers.

Both men, in 1968, were charged by the
Securities and Exchange Commission in the
U.S. Distriet Court in Maryland with viola-
tions of antifraud provisions of federal se-
curities laws in connection with the sale of
unregistered stock they allegedly had created
a fictitious market for,

The two consented to the issuance of a
permanent injunction forbidding them to
sell the stock without admitting or denying
the charges.

They are also, according to a federal In-
vestigator here, allegedly involved in a link
financing transaction with an Ohio bank
that lost more than $1 million in bad loans
made on brokered funds.

Government officials here admit that much
more of their suspicions lie in the names
that remain behind the scenes in transac-
tions that have led to a bank’'s financial
woes.

The Times has learned, for example, that
a Florida minister, the Rev. Yancey L. An-
thony, well known to investigators here for
his past dealings with troubled banks has
been linked to the Auburn closing.

Dr. Anthony was identified by Harris in
the Auburn closing as the “titular’” head of
Church Mission Fund Baptlst Foundation.

The foundation was to issue a $1.5 million
long term mortgage that would partially se-
cure the loan taken out by the Sanford real
estate speculator, a former official of the
closed bank has told the Times.

But when the bank was closed and the
FDIC began searching the records, no trace
of the mortgage was found.

“We thought the deal (mortgage) was on,”
the former bank officlal said. “If it wasn't,
we wouldn't have gone ahead with the thing
(letter of credit transactions) without col-
lateral.”

Rev. Anthony, who says he serves as a
“consultant” not an officer for the founda-
tion, has been involved in at least one other
bank closing.

A $10,908 judgment was issued against him
In U.S. District Court for the Northern Dis-
trict of Florida in 1967 in connection with
an outstanding loan he, as "treasurer” of a
small Florida company that officials say was
nothing more than a “shell,” had taken out
in 1964 from the Crown Savings Bank of
Newport News, Va.

That bank was closed in September the
same year because of pyramiding loans made
from brokered funds. A congressional sub-
comynittee, which conducted 12 days of hear-
ings on the failure, charged that the bank
had been ‘yirtually taken pver by loan
sharks, racketeers and. persons with criminal
records.”

Rev. Anthony is also known to investiga-
tors of the Securities and Exchange Com-
misslon. .

In May 1966, he and several other men,
were enjoined by a federal judge from sell-
ing some $14 million In unregistered bonds
from a small Florida church vhere he was
identified as the pastor. :

The bonds, the SEC charged, were sold by
fraud and misrepresentation by inflating the
assets of the church using a variety of cor-
porations and two “sham™ banks that existed
only on paper.

Then, there are still detalls about the Au-
burn closing that are puzzling federal inves-
tigators—like a series of trips made to Las
Vegas, Nev. by Nellett,

Although Nellett, contacted by, the Times,
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admits the trips, he says they had no con-
nection with bank business.

1t is kxnown, however, that investigators
are looking into a November 1869 trip the
banker made to Vegas with five other couples.

A woman, who clalms to have been invited
to go along but refused, has told this news-
paper that she understood the four-day ex-
cursion was free, to be pald by a man whose
last name is Harris, same as one of the prin-
cipals involved in the letter of credit trans-
actions.

The banker, and others on the trip includ-
ing Bay County (Circuit) Judge Leon R.
Dardas, have said they all paid their own
way. The judge, who is a soclal friend of the
banker, has fold the Times he would disqual-
ify himself from any court action involving
the banker.

During the last visit Nellett made to Ne-
vada in March, he told the Times, he met
Harris who was on his way to Disneyland
with his family.

“We met and had dinner and that was it,"
the banker said.

But the last trip, the banker says, was free,
paid. for by the hotel he was staying at.

“There’s nothing unusual about that,” he
said, “they do that all the time if they think
you're a high roller. They figure they'll make
it all back at the tables. This FBI guy that
talked to me kept asking all these guestions
about it like he never heard of it before.”

All three federal regulatory agencies
charged with overseeing the nation’s banks
have admitted concern over the increased
use of link finaneing.

William B. Camp, comptroller of the cur-
rency and the man whose job it is to super-
vise America’s 4,716 national banks, says it
is “unsafe.and unsound” for banks to use
many brokers as a means of obtaining de-
posits.

Frank Wille, chairman of the FDIC, and
Arthur Burns, chairman of the Federal Re-
serve Board, have both expressed similar
displeasure about  the increased wuse of
brokered funds and have urged their exam-
iners to be on the alert for “schemes” that
could endanger banking deposits.

But the warning signs continue to pop up,
the latest in the form of a shadowy over-
seas “bank” which has been making overs
tures to American banks.

The Bank of Sark, Ltd., St. Peter Part,
Guernsey, Channel Islands, U.K., has ap-
proached several banks in this country with
proposals to engage in certificates of deposit
or letters of credit brokering,

“Extreme caution is urged in any dealing
with the Bank of Sark,” an FDIC memo dated
May 22 sald, warning all state insured banks
under its jurisdiction that such operations
may inyolve a “high degree of risk.”

The English bank, located on an island,
is quietly being investigated by the SEC
and other agencies for its possible ties to
fraudulent dealings in the insurance in-
dustry here and in Europe, the Times has
learned.

Through a "West Coast “foundation,” the
foreign bank is also believed to be connected
with some of the companies involved in the
link financing that closed several of the
American banks, a legislative Investigator
Says.

Just whos behind the sudden bank prob=
lems in the T:S. and why have they been
allowed to operate? 3

“What. you've got here, Is a syndicate,
operating all over the country—internation-
ally, in fact—that can work their way into
any small bank and legally rob them blind
in 30 days,” says one FDIC legal aide here.

“There is no doubt in my mind that all
these closings are connected,” says a legls-
lative Investigator. “These people all know
each other, their companies are interwoven
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behind an umbrella and they're out to take
advantage of any sifuation they can.”

*“The Mafia is directly in it," says another
official.

But action is still a long way off.

Officially, banking ‘authorities say they are
awaiting the results of a court suit in Mich-
igan that will test the valldity of the letters
of credit before they begin full-scale in-
vestigations.

Unofficially, the second echelon authorities
say their bosses are afrald of shaking the
public confidence in American banking and
jeopardizing an almost God-like respect for
banks that has been carefully built up over
the years since the Depression.

“With the economy golng the way it is
these days, banking problems are a touchy
subject,” admits one staffl man for a high
level regulatory official.

“Sure, organized crime is going after the
banks. But that’s not all they're going after.
I think its important to keep that perspec-
tive. Banks are just a fraction of the
problem.”

Rep. Wright Patman, D-Texas, chairman of
the House Banking and Currency Committee,
told The Times his committee is interested
“in reviewing any information brought before
(us) concerning bank closings.”

Patman, however, says the regulatory
agencies are primarily responsible for un-
covering any ‘“questionable practices” in
banks.

“Most of these bank problems can be traced
back to lax or non-existent bank super-
vision,"” he said.

The General Accounting Office here, in
reporting that bank closings during 1969
brought a $2.7 million less to the FDIC on
$11.5 million insured deposits paid, said it is
unable to determine whether FDIC examina-
tlons are of sufficient scope to be relied upon
to identify serious problems at insured banks.

The congressional watchdog agency said
FDIC auditors refused to glve them unre-
stricted access to files and, because they
couldn’t among other things, dip deep
enough, they were unable to discover the
scope of potential problems in open banks,

But calls for congressional action are
already underway. Rep. Elford A. Cederberg,
R-Bay.City, Mich., says, besides asking for a
full scale probe of the bank closings, he is
drafting legislation that would put tighter
restrictions on banks involved with brokered
deposits.

In Towa, the state banking commissioner
has ordered all banks under his jurisdiction
to first apply to his office and get approval
before accepting brokered money.

Nationally, Wille of the FDIC and Comp-
troller of the Currency William B. Camp have
indicated they would be in favor of tighter
restrictions.

“Just talking about It isn’t any good,” says
Rep. Garry Brown, R-Schoolcroft, Michigan's
only member on Patman's powerful banking
and currency committee.

“We've got to take steps to stop these small
town banks from being fleeced. We don't want
to regulate them to death, but we certainly
should have better control.”

Brown, who supports Cederberg's call for
congressional action, says the method of op-
eration in the bank closings 1s “very similar
to the way organized crime works.”

Meanwhile, the problem of link financing
continues to grow.

In Nevada, Virginia and a half-dozen other
states, federal officials are watching closely
over banks, all reportedly deeply involved in
brokered funds and high risk tied-in loans.

The only question is where will the next
bank ‘be that closes?

If federal watchdog agency officials here
are right, it will be in 'a 'small town, have a
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large share of poor loans on the books and
have been recently involved with some stran-
gers called “money brokers.

Mr. Speaker, in view of the dangers
which are pointed out in the above news
articles and the clear threat to the sta-
bility of small banks across the Nation,
I believe that it is incumbent on the Con-
gress to take legislative action to elim-
inate this unsound banking process.
Many of our Nation’s hardest working
and most solid citizens are members of
small communities dependent upon the
stability of their local bank. We in the
Congress cannot tolerate the possibility
that their life’s savings could be wiped
out by the unscrupulous actions of brok-
ers or the quick-money schemes which
entice normally cautious bank officers
into the brokered deposit-link financing
arrangement.

I am today introducing legislation
which would eliminate this threat. Quite
briefly, my legislation would prohibit a
bank from participating in the brokered
deposit scheme. Since the ordinary in-
dividual could not be expected to distin-
guish the intricacies of such financial
arrangements, my legislation places the
burden squarely where it belongs: on the
banker who would use the broker to find
funds for a basically unsound loan—one
which the bank would not make on its
own assets.

Certainly the time has come when the
Congress cannot sit by and watch while
small banks and their depositors are sys-
tematically victimized by unscrupulous
financiers. I am hopeful that the chair-
man of the Banking and Currency Com-
mittee will see fit to hold early and com-
prehensive hearings on this question and
will make every effort to report legisla-
tion before the end of the current session.

The text of my legislation follows:

H.R. 18754
A bill to prohibit brokered deposits in banks
and other financial institutions

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

AMENDMENT OF FEDERAL DEPOSIT
INSURANCE ACT

BectioN 1. Bubsection (g) of section 18 of
the Federal Deposit Insurance Act (12 U.S.C.
1828(g) ) is amended by striking out the next
to last sentence thereof, relating to penal-
ties for violations of such subsection, by in-
serting “(1)" at the beginning thereof, and
by adding thereto the following paragraphs:

“(2) No insured bank or officer, director,
agent, or substantial stockholder thereof
may pay or agree to pay a broker, finder, or
other person compensation for obtalning a
deposit for such bank. For the purposes of
this 'paragraph, any payment made by any
other person to induce the placing of a de-
posit in a bank shall be deemed to be a pay-
ment of compensation by the bank if the
bank had or reasonably should have had
knowledge of suich a payment when it ac-
cepted the deposit.

“(3) Any violation by an insured bank of
the provisions of this subsection or of regu-
lations issued hereunder shall subject the
bank to a penalty of not more than 10 per-
cent of the amount of the deposit to which
the violation relates. The Corporation may
recover the penalty, by suit or otherwise, for
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its own use, together with the costs and ex-
penses of the recovery.

“(4) For the purposes of this subsection,
the term ‘payment of interest’ includes an
agreement to pay interest and includes pay-
ments to the depositor or any other person
directly or indirectly made by any officer, di-
rector, agent, or substantial stockholder of
the bank in which the deposit is made if the
bank had or reasonably should have had
knowledge of the agreement or payment when
it accepted the deposit. The Board of Directors
shall by regulation prescribe definitions of
the terms ‘payment of compensation’ and
‘substantial stockholder’ and shall prescribe
such further definitions of ‘payment of in-
terest’ as it may deem appropriate for the
purposes of this subsection. The Board of
Directors shall prescribe such rules and reg-
ulations as it may deem necessary to effectu-
ate the purposes of this subsection and pre-
vent evasions thereof.”

AMENDMENT OF FEDERAL HOME LOAN BANK
ACT

Sec. 2. Section 5B of the Federal Home
Loan Bank Act (12 U.S.C, 1425b) is amended
(1) by inserting *“(a)" after “Sec. 5B.” and
(2) by adding at the end thereof the fol-
lowing:

“(b) No member which is an Iinsured
institution as defined in section 401(a) of
the National Housing Act and no officer, di-
rector, agent, or substantial stockholder
thereof shall pay or agree to pay a broker,
finder, or other person compensation for ob-
taining funds to be deposited or invested in
such member (hereinafter in this section
referred to as deposits). For the purposes of
this paragraph, any payment made by any
other person to induce the placing of a de-
posit in such a member shall be deemed to be
a payment of such compensation by the
member if the member had or reasonably
should have had knowledge of such a pay-
ment when it accepted the deposit.

“(c) Any violation by a member of the
provisions of this subsection or of regula-
tions issued hereunder shall .subject the
member to a penalty of not more than 10
percent of the amount of the deposit to which
the violation relates. The Board may recover
the penalty, by suit or otherwise, for the use
of the Federal S8avings and Loan Insurance
Corporation, together with the costs and
expenses of the recovery,

*(d) For the purposes of this section, the
term ‘payment of interest or dividends’
includes an. agreement to pay interest or
dividends and includes payments to the
depositor or investor or any other person
directly or indirectly made by any officer,
director, agent, or substantial stockholder
of the member in which the deposit is made
if the member had or reasonably should have
had knowledge of the agreement or payment
when it accepted the deposit. The Board shall
by regulation prescribe definitions of the
terms ‘payment of compensation’ and ‘sub-
stantial stockholder' and shall prescribe such
further definitions of ‘payment of interest
or dividends! as it may déem appropriate for
the purposes of this section. The Board shall
prescribe such rules and regulations as it may
deem necessary to effectuate the purposes of
this section and prevent evasions thereof.”

THE AIR QUALITY ACT OF 1970

(Mr. ANDERSON of Illinois asked and
was given permission to extend his re-
marks at this point in the Recorp and to
include extraneous'matter.)

Mr. ANDERSON of Illinois. Mr. Speak-
er, I would like t6 commend this admin-
istration on the strong leadership it has
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provided in the effort to protect and re-
claim the environment. In his February
10, 1970, environment message to Con-
gress, President Nixon announced a com-
prehensive 32-point program with seven
major legislative proposals to abate pol-
lution of the air and water, to establish
solid waste management, and to protect
park lands and public recreation. One of
these proposals, the Air Quality Improve-
ment Act of 1970, reforms and amends
present pollution control laws in order to
give Federal agencies a stronger hand in
preventing pollution of the air and es-
tablishing high standards of ambient air
quality. This is indeed needed legislation.

However, on Thursday, July 31, 1970,
the Senator from Maine, EbpMUND
Muskig, indicated that this reform was
unnecessary and that the existing law,
the Air Quality Act of 1967, gave suffi-
cient power to the Secretary of Health,
Education, and Welfare to enforce air
quality standards. This simply is not true,
and I would like to submit some infor-
mation regarding the effectiveness of the
1967 law.

John T. Middleton, Commissioner of
the National Air Pollution Control Ad-
ministration, has stated that the law's
provision on testing procedures is “ques-
tionable.” According to Mr. Middleton,
the present act only authorizes the Secre-
tary of Health, Education, and Welfare
to test prototype vehicles. Up to this date,
HEW has been testing prototype vehicles
which, even though meeting the air qual-
ity standards established by NAPCA,
often differ from what is manufactured
on the production line. The President’s
clean air legislation authorizes produc-
tion line testing.

Former Secretary of Health, Educa-
tion, and Welfare, Robert H. Finch re-
cently noted the need for this new power.
In a letter to Ralph Nader, he reported
on the testing of rental car fleets in
Detroit and ILos Angeles. Mr. Finch
found that “more than one-half of the
cars tested failed to meet the Federal
exhaust standards for hydrocarbon and
carbon monoxide emissions.”

The 1967 act also has several short-
comings in relation to control of pollu-
tion from stationary sources. The estab-
lishment of national air quality control
regions, while necessary in controlling
the ambient air quality, has been time
consuming due to compromise and re-
vision delays. The act does not provide
for control of pollution outside of estab-
lished air quality control regions. Fi-
nally, and most important, the act’s in-
sufficient enforcement powers have hin-
dered the Government’s ability to estab-
lish and enforce effective abatement
programs.

In summary, Mr. Speaker, the 1967
law is inadequate. It has not provided
the protection of the environment and
the public that is needed. The Air Qual-
ity Act of 1967 has created a large
bureaucratic superstructure, but it has
not cleared up the problem of pollution
by the emission of hydrocarbon and car-
bon monoxide by vehicular and station«
ary sources.
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The Air Quality Improvement Act of
1970 will alleviate this situation by
strengthening Federal automobile emis-
sions standards and by reforming en-
forcement procedures, including on-
sight inspection, so that the standards
will be applied to all new autos. This
legislation, as part of this administra-
tion’s impressive effort to improve and
enhance the environment, is a progres-
sive proposal that is indeed necessary.

BILL: A MAN WHO CARED

(Mr. MILLER of Ohio asked and was
given permission to extend his remarks
at this point in the Recorp and to in-
clude extraneous matter.)

Mr. MILLER of Ohio. Mr. Speaker, on
July 19, Zanesville, Ohio lost one of its
leading citizens: William O. Littick. I
was deeply saddened at Bill’s passing for
he was a man of rare qualities. Bill was a
good man and a generous man. His con-
tribution to his business and to his fel-
low man were great and will long be
remembered. Those who knew him will
cherish his memory and sincerely miss
him. I wish to bring to my colleagues
attention the moving tribute paid to Bill
by the staffi of the Zanesville Times
Recorder:

Brn: A Man WHoO CARED

It is difficult for us, we the people of The
Times Recorder, to believe that Bill Littick is
dead.

It is with deep sadness that we pay our
final tribute to this man we knew, and whom
we will long remember, as a newspaper and
radio-television executive, humanitarian,
civic leader, employer and friend.

William O, Littick was born to the news-
paper business. Like his grandfather, W. O.
Littick, and his father, Orville B. Littick, he
had ink in his veins.

Bill could operate a linotype, take a photo-
graph, monitor a computer, lay out an ad
and write a news story. He knew first hand
the workings of the varlous departments.

But his greatest contribution was as busi-
ness manager of a progressive management
team. Bill was a professional newspaper exec-
utive in every sense of the word. He was
proud that The Times Recorder is the “good
morning” newspaper of more than 100,000
readers in Southeastern Ohilo, but he was
constantly striving to make it a better news-
paper with each passing day.

Bill was a man who cared about his read-

ers.

Bill Littick, the humanitarian, did far
more to help others in his all-too-brief 43
years than many of us could hope to do in
two lifetimes,

Bill was long active in the Easter Seal
program in behalf of crippled children and
adults at the local, state and national levels,
both as a worker and as a leader.

He devoted countless hours to the YMCA,
the Abbot Home for Men, the Salvation Army,
the Red Cross, United Fund, Bethesda Hos-
pital and many other charitable agencies and
institutions.

Hundreds of people clasped Bill's out-
stretched hand and found help, comfort and
friendship.

Bill was a man who cared about his fel-
low man.

The old adage that “when you want some-
thing done, get a busy man to do it" cer-
tainly applied to Bill Littick. Because of his
many interests and business responsibilities,
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he was a busy man. Yet he never refused
when asked to work for varlous community
projects.

He served as president of Zanesville Jay-
cees, trustee of the Ohlo Jaycees, president
and secretary of the Rotary Club, headed the
ZIP and YMCA campaigns and was long ac-
tive in the Zanesville Area Chamber of Com-~
merce and other clvie organizations.

These eflorts won Bill the Jaycees Dis-
tinguished Service Award as the Outstanding
Young Man in Zanesville in 1962.

Bill was a man who cared about his com-
munity.

Bill Littick, the employer, was never &
“Boss.” He was a fellow employee . . . an
assoclate.

His quick smile and frlendly manner made
working with and for him a pleasant expe-
rience. He did not demand results, he invited
them.

A troubled employe always found in him
a sympathetic “listener,”

Bill was a man who cared about his em-
ployes.

We, The Times Recorder employes, join
with Bill's legion of friends in an expression
of deep sympathy to his widow, Dorbie, and
their five children, his mother, Mrs, Anne
Littick, and his other relatives.

It is with heavy heart that we say “30",
Bill. May we find comfort in the knowledge
that your contributions to your fellow man
and your community will continually serve
as an inspiration to others.

You will not be forgotten.

ANNOUNCEMENT OF HEARINGS ON
REMEDIES FOR ENVIRONMENTAL
POLLUTION

(Mr. ROGERS of Colorado asked and
was given permission to extend his re-
marks at this point in the REcorp.)

Mr. ROGERS of Colorado. Mr.
Speaker, I would like to announce that
Subcommittee No. 4 of the Committee
on the Judiciary has scheduled public
hearings on H.R. 17222 and H.R. 18429,
and related bills, providing for remedies
for environmental pollution.

These hearings will commence on Aug-
ust 6, 1970, at 10 a.m., room 2226, Ray-
burn House Office Building.

Those wishing to testify or to submit
statements for the REcorp should address
their requests to the Committee on the
Judiciary, House of Representatives,
Eom 2137, Rayburn House Office Build-

g.

THE LATE HONORABLE DAN KIM-
BALL, FORMER NAVY SECRETARY

(Mr. PRICE of Illinois asked and was
given permission to extend his remarks
at this point in the Recorp and to include
extraneous matter.)

Mr. PRICE of Illinois. Mr. Speaker,
it was with great sadness that I read
today of the death of the Honorable
Dan A. Kimball, a former Secretary of
the Navy in the Cabinet of President
Truman.

My acquaintance with Dan Kimball
began when President Truman named
him as an Assistant Secretary of the
Navy for Air. He had a distinguished
record of Government service. Those who
had the pleasure of working with him
recognized his great ability and his integ-
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rity as a Government leader and as a
leader in the private industrial! field.
Mrs. Price and I extend to Mrs. Kim-
ball our most sincere sympathy.
Under unanimous consent I include
a news story of Mr. Kimbal'’s brilliant
career:

Danv KrmuBari, 74, Dies; ForRMER NAVY
SECRETARY
(By Richard Slusser)

Dan A. Kimball, 74, a former secretary
of the Navy and an industrialist who also
was active in Democratic politics, died in
Georgetown University Hospital yesterday
after a brief illness. He and his wife, colum-
nist Doris Fleeson, lived at 2120 8 St. NW
and also in Palm Springs, Calif.

Mr. Kimball was appointed assistant sec-
retary of the Navy for air by President Harry
8. Truman in 1949 and was named secretary
in 1951 to succeed Francis P. Matthews. He
served until the Eisenhower administration
came into office in 1952.

He had long been associated with the Gen-
eral Tire & Rubber Co. as a manager and
director and until retiring last year was
board chairman of Aerojet-General Corp.,
the largest manufacturer of rocket engines
for missiles and spacecraft in the United
States.

A large man who would have stood out
in a crowd just for his size, Mr. Kimball was
a laughing, energetic business executive
known for his quick decisions, rapid reading
and understanding and determination to get
things done.

He also had piloted his own plane—he was
the first former Army pllot to head the
Navy—and was described as a dangerous gin
rummy player, heavy cigar smoker and one
who was fond of wearing loud tles.

Mr. Kimball was born in 8t. Louis, Mo. He
had to drop out of high school after two
years in California and took correspondence
courses in engineering while working as an
electric auto mechanic. (In 1963 he was
named Home Study Man of the Year by the
International Correspondence School.)

Joining the Army Signal Corps’ air sectlon
in World War I, he was an air cadet and flight
school classmate of Gen. James H. Doolittle.
After his commission, he flew pursuit planes
until the end of the war,

In 1920 he jolned General Tire's sales de-
partment in Los Angeles and later became
manager for 11 western states. During World
War II, when the firm began receiving many
government orders, including some of the
first for developing rockets and guided mis-
glles, he was put In charge of the develop-
ment program as director of Aerojet Engi-
neering Corp. at Azusa, Calif., a subsidiary of
the firm.

Aerojet and the old Douglas Aircraft Co.
and other manufacturers developed high-
altitude research rockets to obtaln data from
altitudes of a hundred miles and more. While
with the Navy Department he was on leave
as an official of both General Tire and
Aerojet.

Mr, Kimball approved Navy Department
civilian employe supervisors joining labor
unions while he was undersecretary and was
cited by the House Civil Service Committee
for the way the Navy handled its loyalty-
security program. He previously had been
honored by the machinists union for his labor
relations work at Aerojet during World
War II

In 1950 Mr. Kimball gave a purty for about
40 women members of the White House Cor-
respondents Assoclation who were barred
from the club's annual stag dinner. He jok-
ingly called the dinner a new FEPC—"Foun-
dation for the Elimination of Preferential
Classification.”
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The women correspondents made him pres-
ident, vice president, secretary and treasurer
of the dinner committees.

Mr. Eimball was a man of countless public
and private philanthropies. One of the proj-
ects that engaged his deepest interest was an
Army tent factory he set up in the Watts area
of Los Angeles after the 1965 riots. He gave
personal attention to the establishment and
operation of the plant, called the Watts Man-
ufacturing Co.

At his insistence, all supervisory personnel
were Watts residents and trained Iin the
management divisions of his company. Em-
ployment priority was given to applicants
who lacked education and could not find
jobs elsewhere because of police records.

At the time of his death, Mr. Kimball was
helping the Moroccan government establish
a technical school for indigents. He had been
interested in the project for three years.

Mr. Eimball was successful in soliciting
campaign funds for Truman in the 1948 elec-
tion, predicting that the President would
win re-election. He also was chairman of
former California Gov. Edmund G. Brown’s
campaign committee in 1962.

Two years ago he was a member of a group
of prominent businessmen who pledged to
raise more than §5 million for Sen. Eugene
J. McCarthy's presidential campaign. The
group said McCarthy's anti-Vietnam war po-
sition then made him *“the best political risk
in American politics.”

Mr. Kimball and Doris Fleeson were mar-
ried in 1968. They would have celebrated
their 12th anniversary tomorrow. Besides his
wife, he leaves a stepdaughter, Doris O'Don-
nell.

Services will be Monday at the Navy
Chapel, 3801 Nebraska Ave. NW., with burial
in Arlington Cemetery.

LEAVE OF ABSENCE

By unanimous consent, leave of ab-
sence was granted as follows to:

Mr. HuncaTE, for August 3, 4 and 5,
1970 on account of official business.

Mr. Worrr (at the request of Mr.
Boges), for Friday, July 31, 1970, on ac-
count of official business.

Mr. Brasco (at the request of Mr,
Boces), for Friday, July 31, 1970, on ac-
count of official business.

Mr. Appapeo (at the request of Mr.
Boces), for Friday, July 31, 1970, on
account of official business.

Mr. BurLesoN of Texas, for August
3 through 11, 1970, on account of official
business.

Mr. Hacan (at the request of Mr. Ar-
BERT), for today, July 31, on account of
official business.

Mr. RawparL, for Monday, August 3,
and Tuesday, August 4, on account of
official business.

Mr. ReIFeL (at the request of Mr. GErR-
ALD R. Forp), for July 30 through August
3 on account of personal affairs,

Mr. Jounson of California (at the re-
quest of Mr. McFawL), for Friday, July
31, 1970, on account of official business.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legisla-
tive program and any special orders here-
tofore entered, was granted to:

Mr. RooNeY of New York for 15 min-
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utes today and to revise and extend his
remarks and include extraneous matter.

The following Members (at the request
of Mr. GoLDWATER) to address the House
and to revise and extend their remarks
and include extraneous matter:

Mr. MiLLEr of Ohio, for 5 minutes, to-
day.

Mr. Porr, for 5 minutes, today.

Mr. McDabpg, for 10 minutes, today.

Mr. FinpLEY, for 10 minutes, today.

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:
Mr., LOWENSTEIN, his remarks which
appear in the daily edition of the Con-
GRESSIONAL REcorp of June 12, 1970, at
page 19638, to be printed in the per-
manent edition of the May 12, 1970,
Recorp, at the point of the proceedings
where the House was considering the
Stephens amendment to H.R. 17548.

(The following Members (at the re-
quest of Mr. GoLpwATER) and to include
extraneous matter:)

Mr. BurtoN of Utah in five instances.

Mr. WEICKER.

Mr. ADAIR.

Mr. HorToN in two instances.

Mr. Epwarps of Alabama.

Mr. GErALD R. FORD.

Mr. GUDE.

Mr. Burke of Florida in two instances.

Mr. SCHERLE.

Mr. SCHMITZ.

Mr. BUCHANAN.

Mr. MinsHALL in two instances.

Mr. QUIE.

(The following Members (at the re-
quest of Mr. STogEes) and to include ex-
traneous matter:)

Mr. Bracer in five instances.

Mr, VAN DEERLIN.

Mr. BOLLING.

Mr. LecGeTT in three instances.

Mr. VanIk in two instances.

Mr. Evins of Tennessee in two in-
stances.

Mr. BorAND in three instances.

Mr. RosTENKOWSKI in two instances.

Mr. MasoN in three instances.

Mr. JonEs of North Carolina.

Mr. FisHER in two instances.

Mr. NicroLs in two instances.

Mr. EocH in two instances.

Mr. HuncaTE in three instances.

Mr. RosENTHAL in six instances.

Mrs. SULLIVAN in two instances.

Mr. Ropino in two instances.

SENATE BILLS REFERRED

Bills of the Senate of the following
titles were taken from the Speaker’'s ta-
ble and, under the rule, referred as fol-
lows:

8. 3647. An act to authorize the Commis-
sioner of the District of Columbia to lease
airspace above and below freeway rights-
of-way within the District of Columbia,
and for other purposes; to the Committee on
the District of Columbia.

S. 8648. An act to provide improvements
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in the administration of health services in
the District of Columbia, and for other
purposes; to the Committee on the District
of Columbia. 3

ENROLLED BILL SIGNED

Mr. FRIEDEL, from the Committee on
House Administration, reported that that
committee had examined and found
truly enrolled a hill of the House of the
following title, which was thereupon
signed by the Speaker:

H.R. 14619. An act for the relief of S. Sgt.
Lawrence F. Payne, U.S. Army, retired.

SENATE ENROLLED BILL SIGNED

The Speaker announced his signature
to an enrolled bill of the Senate of the
following title:

8. 3348. An act to amend title 38, United
States Code, to increase the rates of com-
pensation for disabled veterans, and for other
purposes.

BILLS AND JOINT RESOLUTIONS
PRESENTED TO THE PRESIDENT

Mr. FRIEDEL, from the Committee on
House Administration, reported that
that committee did on the following days
present to the President, for his ap-
proval, bills and joint resolutions of the
House of the following titles:

On July 20, 1970:

H.R. 16016. An act making appropriations
for the Office of Education for the fiscal year
ending June 30, 1971, and for other pur-
poses.

On July 31, 1970:

HR. 914, An act for the relief of Hood
River County Oreg.;

HR. 15733. An act to amend the Rallroad
Retirement Act of 1937 to provide a tempo-
rary 16 percent increase, in annuities, to
change for a temporary period the method
of computing interest on investments of the
rallroad retirement accounts, and for other
purposes;

H.J. Res, 1328. A resolution making further
continuing appropriations for the fiscal year
1971, and for cther purposes;

H.J. Res. 1336. A resolution to extend the
effectiveness of the Defense Production Act
of 1950 to August 15, 1970.

ADJOURNMENT

Mr. STOKES. Mr. Speaker, I move
that the House do now adjourn.

The motion was agreed to; according-
ly (at 5 o'clock and 28 minutes p.m.),
under its previous order, the House ad-
journed until Monday, August 3, 1970,
at 12 o'clock noon.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXI1V, executive
communications were taken from the
Speaker’s table and referred as follows:

2267. A letter from the Director, Congres-
sional Liaison Staff, Agency for International
Development, -Department of State, trans-
mitting the second annual report on actions
taken by the Agency to strengthen manage-
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ment practices in the foreign aid program, H.R, 18757, A bill to permit husbands to be

pursuant to section 621(a) of the Foreign
Assistance Act of 1961, a amended; to the
Committee on Foreign Affairs,
RECEIVED FromM THE COMPTROLLER GENERAL
2268. A letter from the Comptroller Gen-
eral of the United States, transmitting a
report on the questionable basis for ap-
proving certain suxiliary route segments of
the Interstate Highway System, Federal High-
way Administration, Department of Trans-
portation; to the Committee on Governmeént
Operations.

REPORTS OF COMMITTEES ON PUB-
LIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. PERKINS: Committee, on Education
and Labor. H.R. 18260. A bill to authorize the
U.8. Secretary of Health, Education, and
Welfare to establish educational programs
to"encourage understanding of policies and
support of activities designed to preserve and
enhance environmental quality and maintain
ecological balance; with 'an amendment
(Rept. No. 81-1362). Referred to the Com-
mittee of the Whole House on the State of
the Union,

PUBLIC BILLS AND RESOLUTIONS

Under clause 4 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr. BENNETT:

H.R. 18751. A bill to amend title 10, United
States Code, relating to the grade in which
members of the Armed Forces are discharged
or retired, and for other purposes;. to the
Committee on Armed Services.

By Mr, BROYHILL of Virginia:

H.R., 18752. A Dbill to reorganize the gov-
ernment of the District of Columbia by
establishing & Council of the District of
Columbia to replace the Commissioner of
the District of Columbia and the District of
Columbia Couneil, and for other purposes;
to the Committee on the District of Colum-
bia.

By Mr. BURLESON of Texas:

H.R. 18763, A bill to amend title XVIII of
the Social Security Act to modify the nursing
service requirement and certain other re-
quirements which an institution must meet
in order to qualify as a hospital thereunder
50 as to make such requirements more real-
istic insofar as they apply to smaller insti-
tutions; to ,the Committee on Ways and
Means.

By Mr, CEDERBERG

H.R. 18754. A bill to prohibit brokered de-
posits In banks and other financial institu-
tions; to the Committee on Banking and
Currency.

By Mr, DINGELL:

H.R. 18765. A bill to amend sectlon T275
of the Internal Revenue Code of 1954
(as added by the Airport and Alrwiys Rev-
emuie Act of 1970) to require that airline
tickets, with respect to the transportation
of persons by air which is subject to Federal
tax, show the amount of such tax separately
from the cost of the transportation involved;
to the Committee on Ways and Means.

By Mr. HORTON:

H.R. 18756. A bill to amend the Immigra-
tion and Nationality Act: with respect to
naturalization fees; to the Committee on
the Judiciary.

claimed as dependents for the purposes of
computing educational assistance allowances
for female veterans; to the Committee on
Veterans' Aflairs.

By Mr. ROSENTHAL:

H.R. 18758, A bill to provide minimum dis-
closure standards for written warranties and
guarantees of consumer products against de-
fect or malfunction; to deflne minimum
Federal content standards for such warran-
ties and guarantees; and for other purposes;
to the Committee on Interstate and Foreign
Commerce.

By Mr. ROYBAL:

H.R.18759. A bill to amend the Internal
Revenue Code of 1054 to permit airline tick-
ets and advertising to state the amount of
tax on air transportation; to the Committee
on Ways and Means,

By Mr. BURTON of Utah:

H.R.18760. A bill to repeal certain pro-
visions of the Airport and Airway Develop-
ment Act of 1970; to the Committee on Ways
and Means,

By Mr. CORDOVA (for himself and
Mr. SsmrrH of New York):

H.R. 18761. A bill to continue the juris-
diction of the U.8. district court for the dis-
trict of Puerto Rico over certaln cases pend-
ing in that court.on June 2, 1970; to the
Committee on the Judiciary.

By Mr. McMILLAN (by request):

H.R.18762. A bill to amend the District
of Columbia Minimum Wage Act to provide
that a wage order under that act may not
be revised more frequently than once a year,
to change the membership on wage order
advisory committees, and to limit the maxi-
mum wage under a wage order to not more
than 10 percentum of the highest Federal
minimum wage rate; to the Committee on
the District of Columbia,

By Mr. QUIE (for himself, Mr. CAREY,
Mr. AYRES, Mr. Wmriam D. Forb,
Mr, Beru of California, Mr. REm of
New York, Mr. ERLENBORN, Mr.
ScHERLE, Mr. DELLENBACK, Mr, EscH,
Mr. ESHLEMAN, Mr. LaNDGrEBE, and
Mr, HanseN of Idaho) :

H.R. 18763. A bill to amend Public Law
874  (81st. Cong.) to provide adequate
compensation to local educationsal agencies
for special programs designed to meet the
special educational and related needs of
handicapped children and of children with
specific learning disablilities, and for other
purposes; to the Committee on Education
and Labor.

By Mr. STAGGERS (for himself, Mr.
Moss, Mr. MurPEY of New York, and
Mr. ECKHARDT) :

H.R. 18764. A bill to amend the Federal
Trade Commission Act to provide increased
protection for consumers, and for other pur-
poses, to the Committee on Interstate and
Foreign Commerce,

By Mr. KUYEENDALL:

H.J. Res. 1339. Joint resolution proposing
an amendment to the Constitution of the
United States extending the right to vote
to citizens 18 years of age or older; to the
Committee on the Judiclary.

By Mr, MIZELL:

H.J, Res. 1340. Joint resolution to au-
thorize the President to issue annually a
proclamation designating the firss week in
June of each year as “National PBX Operators
Week”; to the Committee on the Judiciary.

By Mr. FULTON of Pennsylvania:

H. Con. Res. 697. Concurrent resolution
to repeal the Gulf of Tonkin Resolution; to
the Committee on Foreign Affairs.

By Mr. PATTEN:

H. Res. 1170. Resolution expressing the
sense of the House of Representatives with
respect to balance of power in the Middle
East; to the Committee on Forelgn Aflairs.
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