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ous Materla.ls Transportation Act to author­
ize additional appropriations, and for other 
purposes; to the Committee on Interstate 
and Foreign Commerce. 

By Mr. STAGGERS (for himseLf and 
Mr. DEVINE) ; 

H.R. 5359. A bill to amend the Compre­
hensive Drug Abuse Prevention and Control 
Act of 1970 and other laws to discharge obli­
gations under the Convention on Psycho· 
tropic Substances relating to regulatory con­
trols on the manufacture, distribution, lm· 
portation, and exportation of psychotropic 
substances; to the Committee on Interstate 
and Foreign Commerce. 

H.R. 536'>. A blli to increase benefits pro­
vided to American civilian internees in 
Southeast Asia; to the Committee on Inter­
state and Foreign Commerce. 

H.R. 5361. A blli to amend the Consume1• 
Product Safety Act, and for other purposes; 
to the Committee on Interstat-e and Fot·eign 
Commerce. 

By Mr. THONE: 
H.R. 6362. A blll to amend the Internal 

Revenue Code of 1954 to increase the exemp­
tion for purposes of the Federal estate tax. to 
increase the estate tax marital deduction, 
and to provide an alternate method of valu­
ing cet·tain real property for estate tax pur­
poses; to the Committee on ways and Means. 

By Mr. YOUNG of Alaska: 
H.R. 5363. A blll to amend chapter 641 of 

title 10, United States Code. so as to require 
certain proceeds from the disposition of 
lands within the naval petroleu:n reserves to 
be made available to the States within which 
such lands are located; to the Committee on 
Armed Services. 

By Mr. BROOMFIELD: 
H.J. Res. 346. Joint resolution proposing 

an amendment to the Constitution of the 
United States relative to the assignment of 
publlc school students; to the Committee 
on the Judiciary. 

By Mr. BURKE of Massachusetts (for 
htmself, Mr. JAMES V. STANTON, Mr. 
DENT, and Mr. ~OLAND) : 

H.J. Res. 347. Joint resolution to designate 
April 24, 1975, as "National Day of Remem­
brance of Man's Inhumanity to Man"; to the 
Committee on Post Office and Civil Service. 

Mr. FITHIAN: 
H.J. Res. 348. Joint resolution p1·oviding 

for the designation and adoption of the 
American marigold as the national floral em• 
blem of the United States; to the Committee 
on House Administration. 

By Mr. HELSTOSKI (for himself, Mr. 
O'NEILL, Mr. CoNYERS, and Mr. 
MAGUJRE): 

H.J. Res. 349. Joint resolution to designate 
April 24, 1976, as "National Day of Remem-

brance of Man's Inhumanity to Man"; to the 
Committee on Post Office and Civil Service. 

By Ms. HOLTZMAN (for herself, Mr. 
BADILLO, Mr. HARRINGTON, Mrs. HECK• 
LER of Massachusetts, Mrs. SPELLMAN, 
Mr. STARK, Mr. CHARLES H. WILSON 
of California, and Mr. WoLFF): 

H.J. Res. 350. Joint resolution proposing 
an amendment to the Constitution of the 
United States with respect to the pardon 
power; to the Committee on the Judiciary. 

ByMr.KEMP: 
H.J. Res. 351. Joint resolution requesting 

the President to issue a proclamation desig­
nating the last schoolday in April as "Na­
tional Pledge of Allegiance to Our Flag Day"; 
to the Committee on Post Office and Civil 
Service. 

By Mr. MADIGAN (for himself, Mr. 
HYDE, Mr. McCLORY, and Mr. RAILS­
BACK): 

H.J. Res. 352. Joint t•esolution to authorize 
t he President to designate the period from 
June 8, 1975, through June 15, 1975, as "Na­
tional Wheelchair Athletes' Week"; to the 
Committee on Post Office and Civil Service. 

By Mr. MAHON: 
H.J. Res. 353. Joint resolution to provide 

for the reappointment of Dr. John Nicholas 
Brown as a citizen regent of the Board of 
Regents of the Smithsonian Institution; to 
the Committee on House Administration. 

H.J. Res. 354. Joint resolution to provide 
for the reappointment of Thomas J. Watson, 
Jr., as citizen regent of the Board of Re­
gents of the Smithsonian Institution; to 
the Committee on House Administration. 

By Mrs. MINK: 
H.J. Res. 355. Joint resolution proposing 

an amendment to the Constitution of the 
United States to provide for an election for 
the office of President and the office of . Vice 
President in the case of a vacancy both in the 
office of President and the office of Vice Pres­
ident, or in the case of a vacancy in the office 
of President if the person serving as Vice 
President was chosen as provided by the 25th 
article of amendment to the Constitution of 
the United States; to the Committee on the 
Judiciary. 

By Mr. DERWINSKI (for himself, Mr. 
ADDABBO, Mr. CARNEY, Mr. COTTER, 
Mr. ER.LENBORN, Mr. GAYDOS, Mr. 
GRASSLET, Mr. HANNAFORD, Mr. HEL• 
STOSKI, Mr. HICKS, Mr. KEMP, and 
Mr. MURTHA) ; 

H. Con. Res. 189. Concurrent resolution 
expressing the sense of Congress concerning 
recognition by the European Security Con­
ference of the Soviet Union's occupation of 
Estonia, Latvia, and Lithuania; to the Com­
mittee on International Relations. 

Mr. FLOOD (for himself, Mr. ANNuN· 

ZIO, Mr. BUCHANAN, Mr. BURKE of 
Massachusetts, Mr. CoTTER, Mr. 
DERWINSKI, Mr. DINGELL, Mr. GIAI­
MO, Mr. GILMAN, Mr. KocH, Mr. PAT­
TEN, Mr. RoE, Mr. STRATTON, Mr. 
VANDER VEEN, Mr. WALSH, and Mr. 
ZEFERETTI) : 

H . Con. Res 190. Concurrent resolut ion 
requesting release of two Ukrainian intel ­
lectuals; to the Committee on International 
Relations. 

By :Mr. HOWARD: 
H . Res. 354. Resolution creating a select 

committee to study the impact and ramifi­
cations of the Supreme Court decisions on 
abortion; t o t he Committee on Rules. 

MEMORIALS 
Under clause 4 of rule XXII, memorials 

were presented and referred as follows: 
By the SPEAKER: 

67. Memorial of the Legislature of the 
Commonwealth of Virginia, relative to funds 
for the Washington Metropolitan Area 
Transit Authority; to the Committee on t he 
District of Columbia. 

68. Also, memorial of the Legislature of the 
State of South Dakota, relative to problems 
of reservation and nonreservatlon residents 
of South Dakota; to the Committee on In­
terior and Insular Affairs. 

69. Also memorial of the Senate of the 
State of Hawaii, relative to expanding public 
assistance programs; to the Committee on 
Ways and Means. 

70. Also, memorial of the Senate of the 
State of Hawaii relative to the procedure for 
allocation of public assistance funds; to the 
Committee on Ways and Means. 

71. Also, memorial of the Senate of the 
State of Hawaii, relative to the program of 
aid to families with dependent children; to 
the Committee on Ways and Means. 

PRIVATE BILLS AND RESOLUTIONS 
Under clause 1 of rule XXII, private 

bilLs and resolutions were introduced and 
severally referred as follows: 

By Mr. CORMAN: 
H.R. 6364. A b111 to authorize the Presi­

dent to appoint Capt. Ferdinand Menden­
hall, U.S. Navy Reserve (retired), to the 
grade of rear admiral on the Reserve Re­
tired List; to the Committee on Armed 
Services 

By Mr. EILBERG: 
H.R. 5365. A b111 for the relief of certain 

Federal employees; to the Committee on 
Post Office and Civil Service. 

SENATE-Friday, March 21, 1975 
The Senate met at 8 a.m., on the ex­

ph·ation of the recess, and was called to 
order by the Acting President pro tem­
pore (Mr. METCALF) . 

PRAYER 

The Reverend John L. Pharr, stated 
clerk, National Capital Union Presby­
tery, and pastor, Fifteenth Street Pres­
bytel·ian Church, Washington, D.C., of­
fered the following prayer: 

God of all times, space, and eternity. 
your mercies are new to us every morn­
ing. Amidst the changing of the seasons 
you ar-e forever the same. On this first 
day of spring speak to us of the possi­
b111t1es of new beginnings. Evidence 
abounds of the resurgence of life in the 
world of nature. Remind us of the need 

to renew our souls and create in us clean 
hearts, 0 God. 

Hear our prayer for these Senators 
here gathered for another day of noble 
work. As they endeavor to write our Na­
tion's laws upon the tablets of stone, 
write upon their hearts your law and 
your eternal truths which speak of jus­
tice, mercy, and righteousness. Help 
them to do that which they cannot do by 
themselves; do for them that which they 
cannot do at all; and give them the in­
sights to know the difference. Grant 
them wisdom and courage for the facing 
of this hour and the living of these days. 
Amen. 

THE JOURNAL 
Mr. MANSFIELD. Mr. President, I ask 

unanimous consent that the Journal of 

the proceedings of Thursday, March 20, 
1975, be approved. 

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

THE WORK OF CONGRESS 
Mr. MANS~. Mr. President, I 

have been readmg in the press about Mr. 
Ron Nessen, the press attache to the 
President of the United States. He stated 
most recently that the Congress has been 
playing to the galleries. I would suggest 
to Mr. Nessen that he come up and take 
a look at the empty galleries, it is now 
8:05 a.m., to which we are playing. I 
would suggest, also, that he take note of 
the hours which the Senate has been 
putting in throughout this year, and I 
would extend an invitation to Mr. Nes-
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sen to come up and to observe at fu·st­
hand, rather than to comment in isola­
tion about what Congress is doing. He is 
not establishing good relations between 
the President and Congress. 

Mr. GRIFFIN. Mr. President, I shall 
respond briefly to the majority leader's 
comments by pointing out that Mr. Nes­
sen is only stating facts when he suggests 
that it is not the President who isaban­
doning our allies in Southeast Asia-it 
is Congress. And it is Congress that will 
have to bear the responsibility which 
history will attach to its action. Perhaps 
I should say its inaction. 

In another area, I think the President 
is perfectly justified when he points out 
that Congress is taking an inordinate 
amount of time in passink the very w·­
gently needed tax legislation. It is not 
beyond the abllity of the American peo­
ple to take notice of the fact that some 
of the actions-and inaction-by Con­
gress with respect to this tax legislation 
do not reflect the highest degree of re­
sponsibility. 

I join the majority l.eader in taking 
note of the long hours that Congress is 
working. I do not believe that anyone 
speaking for the President has suggested 
that Congress is not putting in long 
hours. I hope, however, that those long 
hours will produce better results than 
we have seen so far. 

Mr. MANSFIELD. Mr. President, may 
I say that I was not referring to President 
Ford, for whom, I 1·eiterate, I have a 
great deal of afi'ection and respect. I am 
referring to the statements that are be­
ing issued every hour on the hour by 
the White House Press Secretary. 

I point out. all things considered, and 
especially in view of the special-interest 
types of amendments being offered to the 
tax bill, that we are being delayed some­
what. However. after a shaky start, I 
think the Senate is conducting itself 
with dignity and dispatch and that we 
are now approaching a time when we 
can see the light at the end of the tax 
tunnel. 

But I do not like anyone to denigrate 
the work of Congress, especially of the 
Senate, when I know, as does the acting 
Republican leader, that the committees 
are working assiduously, doing every­
thing they can to expedite legislation, 
and that Congress basically is trying to 
cooperate with the President. 

I point out that the calendar is pretty 
clean at this time. The Senator from 
Michigan. who happens to be a member 
of the Committee on Foreign Relations­
that is, the acting Republican leader­
as well as the majority leader, now 
speaking, are aware that the Foreign 
Relations Committee did report an as­
sistance blll for Southeast Asia. It is not 
on the calendar. I have said to the press 
time and time again this week that it 
was my intention to bring it up once it 
reached the ·calendar and before we 
recessed. Now it is too late. It is not on 
the calendar. It is still in committee, even 
though it has been reported-not with 
my approval, may I say-and therefore 
'\\e are in a dilemma. 

However, to blame Congress for a lack 
of application to duty and to do it on 
an hourly basis is carrying a distortion 

too far. Again, I extend an invitation to 
Mr. Nessen to leave his ivory tower and 
to come up and see just how filled the 
empty galleries are that we are playing 
to-as he says-and also to note how 
dedicated the Senate is in its application 
to its constitutional responsibilities. 

Mr. WEICKER. Mr. President, will 
the Senator yield for a few minutes? 

Mr. MANSFIELD. I yield. 
Mr. WEICKER. Mr. President, I 

should like to respond. In deference to 
the distinguished Senator from Mich­
igan, who certainly puts in long hours 
and has tremendous expertise with a 
variety of subjects, I want to make clear 
that he is expressing the frustration of 
many of us. We are trying to accomplish 
meaningful results on the floor of the 
Senate. 

However, I have to depart from the 
assistant minority leader on a point I 
have heard in the past few days. Someone 
has to respond. 

This business of Congress being re­
sponsible for the failure of governments, 
whether they be in Cambodia or South 
Vietnam, is rubbish-rubbish. So far as 
I am concerned, the American people, by 
their commitment of lives and money, 
honored, many times over, their commit­
ments to those nations. So too, the Con­
gress of the United States has honored 
its commitments to those nations, being 
the buying of time in order for those 
governments to gain the respect and sup­
port of their own peoples. 

I am asked the question by those who 
served in Vietnam, "The time I spent, the 
sacriflces I made, were they honorable?" 
The answer is, "Yes, they were." 

I do not demean those sacriflces. The 
lact is that those sacrifices were dishon­
ored by those governments which used 
that time not for their people, not to 
establish a broad base of support, but for 
·their own personal ends. That is why we 
are in trouble today, not because of the 
Congress of the United States or the at­
titude of the American people. 

If we have learned anything over the 
past 10 years, it is that we cannot do the 
people's homework for Lon Nol or Thieu. 
They have to do the job; that is where 
the primary responsibiHty lies. 

I have heard the old domino rhetoric. 
It belongs to an earlier time. This rhet­
oric of Congress fault is the same as 
my Democratic colleagues giving standby 
authority to the President. He is damned 
1f he does; he is damned 1f he does not. 

The same holds true about "Congress 
fault." That is rubbish and should be 
stated as such. 

My feelings go to this so deeply that I 
am no longer going to sit back and hear 
persons say we dishonor our commit­
ments. Southeast Asia commitments have 
been honored both inside and outside 
this Chamber. Now the time has come for 
those governments to do what we cannot 
do for them. I intend to vote against 
every single additional appropriation 
with the exception of humanitarian aid. 
Maybe if more emphasis had been put 
-on that, these governments would not be 
in such weak shape at this time. 

Mr. MANSFIELD. Mr. President, I 
wish to say that I, too, am prepared to 
vote for humanitarian aid, covering .food, 

medical supplies, and the like, to coun­
tries of Southeast Asia which are now 
involved. I do think that we have a moral 
obligation in that respect, but when it 
comes to military aid, that is another 
matter. 

I point out that we have spent pretty 
close to $150 billion in Southeast Asia, 
-and, in my opinion, one of the reasons 
why we are discussing a $30 billion d.ef. 
icit-deflcit-tax bill today is because 
of Vietnam, Cambodia, and Laos. It is my 
belief that the causes of the infiation 
which confronts the Nation at this mo­
ment as well as the increase in the price 
of oil fourfold over the past 13 or 14 
months are based on that huge expen­
diture of funds in an area in a part of 
the world in which we have no vital in­
terest, which is not tied to our security. 

I suggest most respectfully that it is 
about time for the executive branch of 
this Government to contact Prince Noro­
dom Slhanouk directly in Peking, rather 
than indirectly and through third par­
~es and third persons, in the hope that 
something can be done without fw'ther 
delay to b1ing about a retur-n of peace 
and stability to the people of Cambodia, 
a people who have suffered greatly, not 
because of what they have done, but be­
cause, in part, of what we, the North 
Vietnamese, the Chinese, and the Soviet 
Union have done to them. 

So, rather than issue releases indicat­
ing that, in one way or another, through 
third parties and third countries, we have 
been trying to establish contact with Si· 
hanouk, I think it is the constitutional 
responsibility of the executive branch of 
the Government to assume control of our 
foreign policy insofar as negotiations are 
concerned. I suggest, again most respect­
fully, that, rather than indirect negotia· 
tions, direct negotiations be undertaken 
-at the earliest possible moment. 

Mr. GRIFFIN. Mr. President, if I have 
some time left, I am afraid I cannot let 
the record stand as it is. Every President 
for the last 35 years, from Franklin 
Roosevelt to Gerald Ford, has recognized 
. that helping other free nations to protect 
·themselves from aggression is in Ameri­
ca's interest. No one was more articulate 
on the point-no one thrilled the Ameri­
can people and the world more than did 
President John F. Kennedy when he said 
it this way: 

Let the word go forth from this time and 
place, to friend and foe alike, that the torch 
has been passed to a new genera.tion of Amer­
icans-born 1n this century, tempered. by wu, 
disciplined by a hard and bitter peace, proud 
of our ancient heritage-and unwilling to 
witness or permit the slow undoing of those 
human rights to which this Nation has al­
ways been committed, and to which we are 
committed today at home and around the 
world. 

Let every Nation know, whether it wishes 
us well or 111, that we shall pay any price. 
bear any burden, meet any hardship, support 
any friend, oppose any foe, in order to assure 
the survival and the success of Uberty. 

As I see it, that-in e1fect-1s what the 
Senator from Connecticut 1s saying fl 
rubbish today. . 

Now. we are copping out, we are aban­
doning our friends who fight against ag­
gression. We are not w1lllng now to put 
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years ago-to help our friends resist ag­
gl.'ession when they want to do the fight-
ing themselves. . 

It is not the President of the United 
st~.tes-not a Democratic or Republican 
President-who is making that deter­
mination; it is the Congress of the United 
States. And as I have said, the Congress 
of the United States must bear the re­
sponsibility for its decision. 

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

Mr. GRIFFIN. I am glad to yield to 
the distinguished Senator from Delaware. 

Mr. ROTH. I would just like to reiter­
ate a suggestion I made 2 or 3 days ago 
on the Senate floor and that is I urge 
the administration to send the majority 
leader as a representative of this Gov­
ernment to make contact with Mr. Si­
hanouk. I know that the distinguished 
majortty leader has great reluctance 
about ~,be matter because of his great 
respect for the constitutional division of 
powers and because of his humility. 

The ACTING PRESIDENT pro tem­
pore. All the leadership's time has ex­
pired. Under the previous order, the Sen­
ator from Connecticut (Mr. WEICKER) 
is recognized. 

Mr. WEICKER. Mr. President, I yield 
1 minute to the distinguished Senator 
from Delaware. 

Mr. ROTH. I thank the Senator from 
Connecticut. I would just like to say that 
I can think of no man in the United 
States who is in better position to make 
contact with Prince Sihanouk than the 
majority leader. He has taken an active 
interest in the Far East ever since he 
began serving in Congress. He is re­
spected by Prince Sihanouk as well as 
other East Asian leaders. I think he 
could provide a real service to this coun­
try as a special negotiator and I would 
hope that the administration would seri­
ously consider the suggestion that was 
initially proposed by the junior senator 
from Washington (Mr. JACKSON) andre­
peated by me a few days ago. I hope the 
administration will carefully consider 
this proposal, and I hope the majority 
leader would be willing to serve in that 
capacity. 

Mr. MANSFIELD. Mr. President, will 
the Senator yield me 1 minute? 

Mr. WEICKER. I yield 1 minute to 
the majority leader. 

Mr. MANSFIELD. Mr. President, first 
let me reiterate "again and again and 
again" -the distinguished Republican 
leader bas referred to President Franklin 
D. Roosevelt to recall that phrase. May 
I say the foreign policy in the area which 
the distinguished Senator from Dela­
ware-the third Senator from Montana, 
may I say, he being a native of my 
State-has suggested is the responsibility 
of the executive branch of the Govern­
ment. There is a line between the execu­
tive and the legislative branches which 
I have made it a point never to cross. 

So I would reiterate my suggestion 
that direct negotiations be conducted be­
tween the Secretary of State, the agent 
of the President of the United States, 
with Prince Norodom Sihanouk 1n Pe­
ldng, to see 1f something cannot be done 
to bring the bloodbath which has been 
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occurring for so long in Cambodia to a 
close forthwith. · 
. And, if the Senator will allow me, may 
I once again reiterate what the cost of 
Vietnam has been. I have indicated that 
it has been $150 billion to date, but the 
estimated cost of the Vietnam confiict, 
according to the Statistical Abstract of 
the United States, 1973, Bureau of the 
Census, U.S. Department of Commerce, 
based on an end to the war in 1970, is 
that the cost will be $352 billion, and 
the payout will. extend to approximately 
the year 2045. 

All that in addition to 55,000 Ameri­
cans dead and 303,000 Americans 
wounded. We have paid a bloody price 
in many respects for an involvement 
which never should have taken place, in 
an area which is not vital to the security 
and interests of the United States. 

I thank the Senator. 
Mr. WEICKER. Mr. President, I fu-st 

want the record to show-and I will al­
low the distinguished assistant minority 
leader to correct the record himself­
that the distinguished assistant minority 
leader is entirely within his rights to 
quote me and then comment upon my 
quotation, but please do not quote 
John F. Kennedy and then say I called 
his words rubbish. That is the Senator's 
interpretation, not a matter of fact, and 
I want to record to show it. 

I remem-ber after the end of the Viet­
nam war there was a reception at the 
White House. It was a reception to 
which I was invited. I learned that there 
were several of my colleagues who had 
not been invited to that reception, and 
I inquired as to why. 

I found out that since I had supported 
the administration policy in South Viet­
nam I was invited. Those who had not, 
including many of my colleagues on this 
side of the aisle, were excluded from that 
reception, which carried the title of 
"Peace With Honor." The implication 
was that those who did not support the 
administration either did not want peace 
or were dishonorable men and women. 

That is the exact type of situation 
which is recurring now. Those who do not 
support these additional funds for Cam­
bodia or South Vietnam are either dis­
honorable or do not want to achieve 
peace. 

Mr. GRIFFIN. Those are the Sen­
ator's words, and not mine. Does the 
Senator agree? 

Mr. WEICKER. I am saying they are 
my words. I have not alluded to any­
thing. The assistant majority leader may 
attach what construction he chooses. 

Mr. GRIFFIN. I thought the Senator 
was suggesting that I--

Mr. WEICKER. Speak for yourself. 
That is exactly the situation we are 

confronted with today. We are dishon­
orable men if we do not v-ote the funds; 
dishonorable men, or men impeding the 
cause of peace, if the funds are not voted. 

I would suggest to my colleagues that 
the cause of peace is far better accom­
plished by helping to meet the critical 
needs of the world as they exist abroad 
and at home. 

If we had been paying attention to 
those who were starving, to those with­
out a roof over their heads, to those who 

were ignorant, to those who were 
diseased, I would suggest democracy 
would be the stronger . 

This is not 10 years ago. Time has been 
bought by American lives and American 
money for Cambodia and South Viet­
nam to engage in humanitarian activi­
ties. 

The statements coming from the 
White House that imply in any way that 
it is Congress' fault relative to happen­
ings in Southeast Asia, those statements 
are rubbish. They are not to be be­
lieved, and they are the type of state­
ments which could only cause history to 
repeat itself in a very tragic way. 

I would hope the United States would 
always stand firm in the cause of free­
dom. The problem is there has to be a 
definition of the word "friend" and the 
definition of the word "freedom." 

I do not think there is any definition 
by the Governments of either Cambodia 
or South Vietnam which defines "free­
dom" and "friend" in a way deserving 
of the support of either Congress or the 
American people. 

Mr. President, I did not mean to get 
sidetracked. But I seethed when the 
"Peace With Honor Reception" took 
place. This time I am countering the 
shot when it takes place, ~md not waiting. 
Yes, let us argue issues but let us not, 
by inuendo, indicate that because of dif­
ferences some are engaging in dishonor­
able acts. Such characterizations have no 
place in the debates on this floor in pro­
nouncements from the White House. 

(Later in the day the following pro­
ceedings occurred: ) 

Mr. MATHIAS addressed the chair. 
The PRESIDING OFFICER. The Sen­

ator from Maryland. 
Mr. MATHIAS. I yield myself 2 minutes 

of my time and reserve the remainder. 
Mr. President, within the past 24 

hours, Congress has been accused of hav­
ing been, and I quote, "niggardly" in its 
provision for military assistance to the 
Government of South Vietnam. 

I think it might be useful for the 
Members of the Senate to have, in fact, 
the figures with respect to provision 
made for the Government of South Viet­
nam. 

As of February 28, $521.5 million had 
been obligated for Vietnam military aid, 
out of the total sum of $700 million which 
was appropriated. 

Of this amount, $158.4 million had 
actually been expended. There was, on 
that date-

Mr. PEARSON. Mr. President, may 
we have order? 

The PRESIDING OFFICER (Mr. NEL­
SON). The Senator will suspend until we 
have order in the Senate. 

Mr. MANSFIELD. Mr. President, this 
is important information. I would sug­
gest that all Senators take their seats 
so that we can hear this rebuttal to what 
has been circulating downtown about the 
fault of the Congress recently on Cam­
bodia and Vietnam. 

The PRESIDING OFFICER. The Sen­
ator from Maryland. 

Mr. MATHIAS. I thank the Chair. 
As I had just remarked, as of February 

28 there was still remaining fn the pipe­
line $363.1 million, and in addition there 



7984 CONGRESSIONAL RECORD-SENATE March 21, 1975 

was the sum of $178.5 million which had 
not yet even been obligated. 

Now, under these circumstances, Mr. 
President, I think it is clearly Ulusory 
to blame the Congress for having been 
niggardly when, in fact, these hundreds 
of millions of dollars have been appro­
priated by the Congress, are available 
to the Department of Defense for pro­
viding assistance to the Government of 
South Vietnam, and which have not yet 
even been drawn upon at the time that 
a substantial supplemental request of 
some $300 million has been made. 

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

Mr. MATHIAS. I a.m happy to yield to 
the Senator. 

Mr. MANSFIELD. Does the Senator 
have any information as to where and 
how and in what manner the $22 million 
recently discovered, or uncovered, for use 
in Cambodia, came from? 

I am interested because this is not the 
first time that there has been what has 
come to be known as found money. 

Mr. MATHIAS. I must say to the dis­
tinguished majority leader that I do not 
have the answer to his question, but that 
since he and I both are members of the 
Appropriations Committee, I would 
hope-

The PRESIDING OFFICER. The Sen· 
ator's 2 minutes have expired. 

Mr. MATHIAS. I yield myself 1 addi­
tional minute. 

I would hope that the Senate would 
join with me in the next appropriate 
hearing in the Appropriations Committee 
where we might pursue the question of 
how a bookkeeping error might be made 
of $21 million or $22 million. 

Mr. MANSFIELD. Will the Senator 
yield? 

Mr. MATHIAS. Yes. 
Mr. MANSFmLD. I will say that I will 

not only join with him but all of us in 
the Congress should join with the dis­
tinguished Senator from Kansas who has 
called for a hearing by the Armed Serv­
ices Committee, the Foreign Relations 
Committee, and a general investigation 
by the General Accounting Office. I think 
we will find out where this "found" 
money comes from. 

Mr. MATHIAS. I am happy to join in 
the spirit of that suggestion by the Sen­
ator from Kansas. I hope at the same 
time we can keep public the bookkeeping 
with respect to Vietnam, so that the pub­
lic can be fully informed as to what 
moneys have been appropriated, how 
much has been spent, how much remains 
to be spent. That not only will be good 
for our general understanding of the 
situation, but it may prevent these $21 
million or $22 million errors from hap­
pening again. 

TAX REDUCTION ACT OF 1975 
UNANIMOUS-CONSENT AGREEMENT 

Mr. LONG. Will the Senator yield for a 
unanimous-consent request? 

Mr. MANSFIELD. Yes, indeed. 
Mr. LONG. Mr. President, I ask unan­

imous consent that in the event cloture is 
voted today, any amendment that would 
have been germane to the House bill as 
it was sent to the Senate, or to the com-

mittee amendment as originally repot·ted 
by the Senate Committee on Finance, as 
well as the bill as it presently stands, 
would be germane after cloture has been 
invoked. 

Mr. CURTIS. Reserving the right to 
object, and I shall not object, I only know 
of one amendment that I understand has 
not been placed at the desk. It is an 
amendment very similar to one placed in 
the committee. It does relate to taxes. It 
will be offered by the distinguished Sen­
ator from Alabama (Mr. SPARKMAN), I 
believe. 

Mr. LONG. It has to do with industrial 
t·evenue bonds, and I ask unanimous con­
sent that that be considered germane. 

Mr. ROTH. Reserving the right to ob­
ject, I do intend to offer an amendment, 
which has to be redrafted because of the 
changes yesterday, as a substitute. It will 
be a one-shot tax rebate. I think it is 
germane, but I wish to make certain that 
the rule of germaneness is not raised in 
that sense. 

Mr. LONG. I believe it will be germane. 
If it is what I think it is, I will be glad to 
ask that it be germane, but may we see 
the amendment before we ask? 

Mr. ROTH. Then I shall have to object 
to unanimous consent until we get agree­
ment on that. 

It consists of a tax rebate, investment 
credit for business; it will include the oil 
depletion allowance, exactly the way the 
Senate passed it, with the allowance for 
the aged. 

Mr. LONG. I think it will be germane, 
but I ask unanimous consent that it be 
regarded as germane. 

The ACTING PRESIDENT pro tem­
pore. Without objection, the several 
unanimous-consent requests are agreed 
to. 

Mr. GRIFFIN. Mr. President, is there 
any time remaining under the 10 minutes 
allotted? 

The ACTING PRESIDENT pro tem­
pore. There are 4 minutes remaining. 

Mr. LONG. I ask unanimous consent, 
also, Mr. President, that all amendments 
at the desk, in the event that cloture is 
invoked, be regarded as having met the 
reading requirement. 

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

COMMITTEE MEETINGS DURING 
SENATE SESSION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that all com­
mittees may be authorized to meet dur­
ing the session of the Senate today. 

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

ORDER FOR CONSIDERATION OF 
H.R. 4296 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that if action is 
completed on the tax cut bill today, and 
if the farm bill <H.R. 4296) 1s reported. 
that tomorrow, after the two leaders 
have been recognized, the farm bill be 
made the pending business. 

Mr. GRIFFIN. Mr. President, reserv .. 
ing the right to object. 

Mr. MANSFIELD. Will the Senator 

change that to make it even today, if 
possible? It probably will not be. 

Mr. ROBERT C. BYRD. Yes. 
The ACTING PRESIDENT pro tem­

pore. Is there objection? 
Mr. CURTIS. Reserving the right to 

object, has this been cleared? 
Mr. ROBERT C. BYRD. It has been 

cleared with Mr. DOLE and the Repub­
lican leader. 

Mr. CURTIS. At what time does the 
Senator wish it considered? 

Mr. MANSFIELD. We will try to get 
started on it today. If not, we will come 
in very early tomorrow and try to finish 
it by noon. 

The ACTING PRESIDENT pt•o tem­
pore. Without objection, the consent is 
ag-reed to. 

A BALANCED TRANSPORTATION 
PROGRAM-S. 1300 

Mr. WEICKER. Mr. President, today 
I am pleased to join once again with the 
distinguished Senator from Massachu­
setts (Mr. KENNEDY) in this continual 
effort to achieve a balanced transporta­
tion system in the United States. This 
comprehensive legislation, which we have 
introduced, would revamp the method 
by which transportation systems are 
funded through a structural revision of 
title 23, of the Federal-Aid Highway 
Code. 

Mr. President, I am going to allow the 
distinguished Senator from Massachu­
setts to get int-o the details of the legis­
lation, but I would just like to make the 
following general remarks: 

The need to adjust our distorted trans­
portation priorities is obvious. For 19 
years, ever since the enactment of the 
highway trust fund in 1956, we have 
relied on a self-perpetuating funding 
system that has afforded us a beautiful 
system of roadways-but little else. 

In 1974, $7 billion was spent on trans­
portation development in the United 
States. A full 61.6 percent of it went to 
the highways; 17.2 percent was spent 
on air transportation; 8.1 percent on 
mass transit, and 3.1 percent on rails. 

This is as much at the heart of the 
problems which we have with our rail 
system as anything else. We are getting 
what it is that we paid for, and we paid 
for nothing insofar as our rail systems 
are concerned. 

Our unequal and fragmented approach 
to transportation funding has led to a 
society dQminated by the automobile. 
More than fow· out of five American 
families own cars today, and 90 percent 
of all w·ban travel is by car or truck. 

But now, faced with no alternative but 
to cut back drastically on our consump­
tion of gasoline, because of the energy 
crisis, we must make basic changes in 
our means of travel. We talk of conserva­
tion, but we have not done anything 
about it. 

Over 6.5 million barrels of gasoline a1·e 
used to move our automobiles each day. 
Since September of last year, when the 
drive for conservation was already in 
full force, our national rate of gasoline 
consumption has increased by 300,000 
barrels per day. We continue to ignore 
alte1-native transpo1·tat1on modes while 
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Americans without cars, mainly the 
young, the elderly, and the poor, are 
still denied the right to mobility. 

Instead of developing more mass tran­
sit in our cities, to save energy and re­
duce pollition, we hear appeals to relax 
the clean air standards-a proposal I 
have consistently opposed. 

Health experts and environmentalists 
tell us that 280 mi1lion tons of pollutants 
are being thrown into the air every year, 
with most of it concentrating in the 
Northeast and other regions of dense 
population; 62 percent-almost two­
thirds-of all that poilu tion is a direct 
result of our automotive engines. The air 
we choke on is yet another consequence 
of our distorted program of developing 
the roadways while ignoring other means 
of travel. 

This continued proliferation of high­
way construction is contrary to our na­
tional effort to conserve our fuel and to 
clean our air. We must revise our trans­
portation funding structure to give States 
and cities and towns the :flexibility they 
need to use Federal transportation funds 
in a manner that reflects their needs in 
the 1970's. 

It is time to develop a sensible national 
transportation policy that integrates dif­
ferent modes of travel and that sets forth 
specific objectives to be achieved, con­
sistent with stated desires to save fuel 
and breathe decent air. 

Our existing Federal transportaion 
programs are written so that States and 
localities have little say in how they use 
the money they receive. Broken down 
into separate categories, the transporta­
tion dollar is so earmarked as to actually 
dictate transportation priorities to the 
States and cities. Local officials see money 
in one specific category of the existing 
highway code and then build a road that 
fits the Federal guidelines, rather than 
building exactly what they need. 

In d;afting this legislation, we sought 
to mamtain many of the existing ad­
ministrative procedures presently utilized 
for highway programs. They have proved 
successful in developing an excellent road 
system in the United States. But the 
blli, while attempting to build upon an 
existing apparatus, makes important 
structural revisions. We have chosen to 
rewrite title xxm of the United States 
Code precisely to establish the new trans­
portation priorities it is clear we need. 

First, and foremost, the legislation 
would abolish the Highway Trust Fund. 
The concept of a trust fund has outlived 
its usefulness. What was a mechanism for 
funding principally the interstate high­
wa.y system through earmarking of vari­
ous user taxes has become an open ended 
budget mechanism to proliferate high­
way programs. 

Transportation programs should face 
the same budgetary review and analysis 
as other social programs. It should not be 
isolated from congressional scrutiny. 

Funding priorities for transportation 
must be made in the context of other 
pressing social needs. By removing Fed­
eral funding bias toward highways, con­
gressional authorization and appropria­
tion committees wm now be able to take 
a comprehensive view of our transpor­
tation priorities. 

The administration has suggested 
maintaining the trust fund for the pur­
pose of finishing the interstate system 
with a return of some of the taxes to the 
States, and the transfer of other funds 
to general revenues. I question the rea­
son for exempting the interstate sys­
tem from budgetary review. There is no 
reason why the interstate should have 
priority over other types of transporta­
tion. Continuing the trust fund would 
perpetuate the myth that it deserves that 
special status. 

Since 1956, we have placed the formu­
lation of transportation policy on auto­
matic pilot. It is time to reconstruct our 
transportation. funding and planning 
mechanisms. 

Under the new procedures established 
by the Budget Reform and Impoundment 
Control Act of 1974, the Congressional 
budget will, by April 15, offer a resolu­
tion, which sets forth appropriate levels 
of total budget authority and outlays and 
the appropriate levels of new budget au­
thority for functional categories of the 
budget. Thus, for the first time, Congress 
will be forced to set an overall level of 
funding for transportation programs, as 
well as other social programs. 

I submit it is extremely difficult to 
establish appropriate spending levels in 
the absence of a national transportation 
policy. The establishment of objectives 
and goals in the area of transportation 
will provide a basis to view the needs of 
various modes of transportation. I believe 
it would be premature to specify author­
ization levels, without the formulation 
of Federal policy. The main purpose of 
the legislation is to formulate national 
transportation goals and to establish a 
process of implementing these objectives. 

In a recent editorial in the Washington 
Post, J. W. Anderson cogently depicts the 
problems of the trust fund concept. He 
noted how the highway trust swelled, 
and how the road building machine be­
came ''the enemy of a rational transpor­
tation policy." The Kennedy-Weicker 
blli removes this obstacle on the road to 
the development of a balanced transpor­
tation system. 

A second major revision contemplated 
by this legislation is the restructuring of 
current highway programs. As previously 
mentioned, an increased amount of 
money presently is being distributed to 
the States in an attempt to meet ''prior­
ity" construction. This earmarking of 
funds had led the States to escape the 
necessity of weighing priorities and de­
veloping an integrated approach to their 
transportation problems. The current 
system allows the States to fund virtually 
all types of highway projects without 
having to justify to the Department of 
Transportation the actual need, or pur­
pose of the construction. 

Our proposal would consolidate the 
existing categorical programs into four 
major programs: 

First. Interstate. 
Second. Rural system. 
Third. Urban system. 
Fourth. Safety programs. 
It is important to note, that the Ken­

nedy-Weicker bill maintains both the 
interstate system and the urban mass 
transit program. Given the large capital 

needs of the UMTA program over the 
next 10 years, as well as the interstate 
system, lt is essential to maintain the 
existing legislative vehicles to direct 
Federal funds for such purposes. Clearly, 
in the case of mass transit, there is a 
"catch-up" time required, before this 
categorical program can be "folded in" 
to our bloc grant approach. Thus, where 
intensive capital needs exist, separate 
programs are maintained. However, once 
these capitalimprovements are achieved, 
it is envisioned that these separate pro­
grams will be consolidated to the revised 
transportation system, established by 
this bill. 

The legislation would continue the 
same level of funding for the interstate 
system, established by law. Specifically, 
the blli maintains the present authoriza­
tion levels for fiscal year 1977, 1978, and 
1979 of $3.25 billion per year. Thus, our 
proposal maintains the national ~ommit­
ment to the completion of the interstate 
system. 

Furthermore, under the interstate 
transfer provisions of 1973 Federal Aid 
Highway Act, there is adequate fit>xibil­
ity for Interstate funds to be used for 
mass transit, if appropriate State and 
local officials so decide. 

To insure coordination o! mass tran­
sit projects with other projects at the 
State and local level, the current UMTA 
law is amended to require mass transit 
projects to be consistent with ciJmpre­
hensive State transportation plan. 

section 102 (b) and <c> of this bill de­
fines urban and rural system as follt'ws: 

(b) The Federal-Aid rural system shall 
consist of an adequate system of ll) con­
nected main routes important to interstate. 
statewide and regional travel and (2) major 
rural collector rou~s designed to supple­
ment connected main routes; and, where 
appropriate public mass transportation which 
operates, in whole or part, on such routes. 
The system shall be designated in each State 
by the Governor and the appropriate local 
officials, pursuant to the provisions of section 
124 of this title and subject to the approval 
of the Secretary. 

(c) The Federal-Aid urban system shall 
be located in each urbanized area and such 
other urban areas as the Governor may 
designate and shall consist of arterial and 
collector routes and public mass transpor­
tation operating, in whole or part, over such 
routes. The routes on such system shall be 
de3ignated by the appropriate local officials, 
with the concurrence of the Governor, pur­
suant to the provisions of section 129 of 
this title and subject to the approval of the 
Secretary. 

This legislation removes any restric­
tions on the use of the money distributed 
to the urban and rural systems. It does 
not mandate funding for any particular 
mode of transportation. Highway con­
struction, as well as mass transit can be 
funded from these sources. Operating 
assistance will be available provided that 
it does not exceed more than 50 percent 
of the States total allocation for that 
particular system. 

The Federal share for construction 
projects and operating subsidies will be 
funded at an 80-20 rate. The interstate 
and safety programs will remain intact. 

The urban system funds would be ap­
portioned to the States on the basis of 
population. The Governor would be re­
quired to "pass through" funds for 
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urbanized areas over 150,000. The Gov­
ernor, with concurrence of the loca.l 
public omcial, will designate a recipient 
to select programs and receive and dis­
tribute funds. Each designated recipient 
shall be a State agency ot· a local public 
body composed of representatives of the 
State and locally elected ofilcials. The 
rural system funds would be apportioned 
to the States on the basis of niileage, 
land area, and population. The Governor 
would distribute the money within the 
State according to the programs of proj­
ects approved by the Secretary. 

The last significant change in existing 
law relates to comprehensive planning 
and programing processes. The current 
planning and programing mechanisms of 
the Department of Transportation fail 
to provide proper Federal oversight over 
State and local development. Under our 
proposal, we revise this mechanism to 
provide for DOT approval over compre­
hensive transportation plans and a spe­
cific program of projects on an annual 
basis. 

Two separate approval processes are 
contemplated. First, the Governor is re­
sponsible for the development of state­
wide transportation plans. He will de­
velop rural aspects of the plan and in­
corporate plans formulated by urban 
areas into a statewide plan. Therefore, 
the Governor must coordinate and inte­
grate the transportation needs of both 
urban and rural areas into an overall 
intermodel approach to the transporta­
tion problem in his or her respective 
State. 

The State legislature has veto power 
over the proposed State plan, which must 
be submitted to the Secretary for his 
approval and resubmitted every 4 years, 
with any revisions. 

The Secretary may not approve a plan 
unless-

First, there is adequate administration 
by a single State agency with responsi­
bility for transportation in the State. 

Second, various fiscal controls and 
maintenance of effort have been estab­
lished. 

Third, compliance with community 
development plans is demonstrated. 

Fow·th, compliance with environ­
mental protection plans is demonstrated. 

Fifth, compliance with energy con­
servation plans is demonstrated. 

Sixth, urbanized areas control plan­
ning in their areas. 

Seventh, further we p1·ovide for legal 
redress for States dissatisfied with the 
Secretary's action. 

Planning procedures are designed to 
force the States to establish priorities in 
funding various modes of transportation. 
The omcials, closest to the problem, must 
decide how best to use the limited 
amount of Federal funds. Their decision 
will be weighed in light of how their 
proposals comply with Federal guide­
lines set forth in the bill. 

Once the State plan is approved, the 
Governor must submit for the Secretary's 
approval a program of projects for Fed­
eral assistance. 

In approving these prog1·ams, the Sec-

retary must assure that the State gives 
prior~tY.~ · · ·· 

First, recons~ruc~ion of highways on 
the rural system that are unsafe. 

second, "defen.Se·;·roaciS. 
Third, projects inc01;porating improved 

safety benefits. 
Fourth, projeets providing access to 

public airports and port fa_.cilities. 
Fifth, fixed guideway and electric 

powered projects in areas failing to meet 
ambient air quality standards. 

Sixth, projects which will result in 
the saving of energy. 

Finally, Mr. President, the 94th Con­
gress has reached a crossroad in the 
development of a t·ational transporta­
tion policy. The crucial decisions we 
make, will affect our transportation pol­
icy throughout this decade. This Con­
gress must grapple with the issue of the 
future of the Highway Trust Fund. It 
must decide what our transportation 
priol'ities are and create a mechanism 
that will achieve those objectives. I sub­
mit that the legislation Senator KEN­
NEDY and I have introduced provides 
the Congress with a basis to form logical 
and commonsense solutions to our cur­
rent transportation mess. 

So what the distinguished Senator 
from Massachusetts <Mr. KENNEDY) and 
I think we need here is some logic and 
commonsense so that we can have na­
tional mobility instead of one big park­
ing lot, which is the situation in the 
United States today. 

This legislation has been given even 
greater urgency, because of the fuel 
crisis in which we find ourselves, and 
I would hope that this would be the year 
when Congress would come to grips with 
the subject, and we would go ahead and 
act amrmatively in this area. 

I am prepared at this time, Mr. Presi­
dent, to yield further of JllY time to the 
distinguished Senator from Massachu­
setts. 

The ACTING PRESIDENT protem­
pore. Under the previous order, the Sen­
ator from Massachusetts is recognized 
for not to exceed 15 minutes, and the 
Senator from Massachusetts also has the 
remainder of the time of the Senator 
from Connecticut. 

Mr. KENNEDY. Mr. President, I am 
pleased to introduce today with my dis­
tinguished colleague, the Senator from 
Connecticut <Mr. WEICKER), the Federal 
Transportation Improvement Act of 
1975. 

This legislation continues our attempts 
over the past several years to end the 
bias and discrimination toward highways 
in Federal transportation planning, 
funding and construction. 

By abolishing the highway trust fund 
and by encouraging a more balanced 
transportation system, this bill will halt 
the Federal underwriting of a distorted 
transportation program, that program 
has produced the best highways and the 
worst transportation in virtually the en­
til·e industrialized world. 

Perhaps now that we are seeing ana­
tional awakening to the need to con­
serve energy, we ·can. take the steps re­
quired to break- the concrete strangle-

ho~d on ~ra~portation planning and 
transportation funding. 

. Perhaps now we can promote balanced 
transportatiqn planning and balanced 
.transportation funding so that the end 
result is a balanced transportation sys­
tem. 

In the past, we have put blinders on 
our transportation planners. They knew 
that highways co..mmanded the lion's 
share of the Federal transportation dol­
lar and so they planned for highways. 

That non8ystem has produced high­
ways that we need; but it has produced 
highways that we do not need as well. 
And it has failed to produce the mass 
transit systems that are vital to ·the fu­
ture of our metropolitan area.S. 

It has insured a society · 6uilt around 
the automobile and its demands for 
maintenance, for storage, for disposal, 
for replacement, and for energy. 

Some 40 to 60 percent of our central 
cities now are given over to streets and 
parking areas for the automobile. Urban 
development for the past two decades 
has been twisted by a transportataion 
system focused on thru'3ting highway 
into the very hearts of our cities without 
much regard for the consequences of 
that action. 

When we have 210· million people and 
125 million automobiles and motor 
trucks, when we use 52 percent of our 
petroleum and 24 percent of our total 
energy for transportation, when we pro­
duce nearly 10 miJlion automobiles and 
junk another 7 million each year, when 
we find our railroads going bankrupt and 
when we calTied 19 billion mass transit 
fares in 1945 but only 5.5 billion in 1973-
when we find these facts-then it is time 
to redesign our transportation system. 

This bill will make a strong beginning 
toward that task. It will force transpor­
tation spending to be viewed as one 
among other national needs in the over­
all budgetary process. And it will insure 
that States and localities will make de­
cisions on how to meet their transporta­
tion needs solely on which mode of tra el 
works best. 

Transportation planning at all levels 
of government will be freed from the lure 
of "easy money" for highways and little 
or no money for mass transit. 

Six years ago, I felt it was time to 
call a halt to the tilt of Federal spending 
toward highway construction. I intro­
duced legislation to create a National 
Transp01·tation Trust Fund, permitting 
States and localities to have a mass 
transit option in their use of trust fund 
dollars. 

And in each Congress since, I have in­
troduced legislation with Senator 
WEICKER to open the trust fund. 

We helped push the first wedge in the 
trust fund door in the Senate in 1972. 
Although our amendment to provide 
total flexibility was not adopted, a fall­
back amendment sponsored by Senators 
CooPER · and MusKIE was approved. The 
same process helped defeat the highway 
lobby in 1973 when, for the first time 
since its creation in 1956, we secured a 
portion of the trust fund moneys for mass 
transit use. 
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We also succeeded in permitting cities 

and States to obtain the use of interstate 
funds for mass transit when they decided 
not to construct an interstate segment, 
because of its disruptive etrect on the 
community. 

The interstate trausfer provision 
translated community opposition to ur­
ban interstate highways into law. Boston, 
for example, has been able to free $671 
million originally slated for highways to 
other projects. Of that amoWlt, $600 mn­
lion is being used for mass transit 
construction. · 

However, the steps we have taken thus 
far are still too meager to meet the prob­
lem. Even the approval of significant new 
w·ban mass transit administration fWld­
ing last year represents only a minimal 
response to long-stalled transit needs. 

The energy crisis also has made it ap­
parent that we have been flU' too cautious 
and hesitant in our chipping away at 
the restrictions of the Highway Trust 
Fund. 

We must abolish it with a single stroke 
if we are going to respond to the degree 
of urgency in our current transportation 
situation and if we are going to buUd 
an adequate system in the coming years. 

It makes no sense that from 1956 to 
the present, we have devoted 95 cents of 
every Federal ground transportation dol­
llU' to highways. It makes no sense that 
even today, nearly 80 cents of eve1-y Fed­
eral dollar devoted to ground transporta­
tion goes to highway construction. 
· And even after our legislation of last 
year, the President's budget shows that 
in fiscal year 1976, we still will be direct­
ing more than 70 cents of every Federal 
dollar aimed at transportation into high­
way construction. 

For that reason, I believe the elements 
of the legislation we are introducing to­
day are critical for the restructuring and 
the redesign of our transportation system 
and the creation of a more balanced and 
integrated network to move people and 
goods. 

Fh·st, the bill would abolish the High­
way Trust Fund on September 30, 1976. 

Second, all gasoline and other tax 
t•evenues that now flow into the trust 
fund would be channeled into the Treas­
ury Genera.l Fund. 

Third, Federal highway funding would 
be determined through the normal au­
thorization and appropriation proc~c; 

Fourth, the proliferation of categorical 
highway programs would be streamlined 
with fWlds available for highway or mass 
transit systems, except for the interstate 
system. Under the interstate transfer 
provision, under existing law, there is 
flexibility for using those funds for mass 
transit where localities and States pro­
pose not to buUd a particular interstate 
segment. 

Fifth, instead of nine dfferent categori­
cal highway programs, in addition to the 
interstate, there will only be the urban 
and the rural systems. 

Sixth, funds authorized and appropri­
ated for those systems would be available 
either for highway construction or for 
construction and operating subsidies for 
mass transit systems. 

Seventh, the Federal share for the 

urban and rural system funds would be 
80 percent, an increase of 10 percent. No 
more than 50 percent of a State's allo­
cation for either system could be used 
for operating subsidies. 

Eighth, the Federal share for the inter­
state system t·emainS at 90 percent. 

Ninth, the Governor would be respon­
sible for development of a comprehensive 
State plan. Urban area plans would be 
incorporated into the State plan. 

Tenth, a single State agency responsi­
ble for all transportation would admin­
ister the plan, removing the State High­
way Department control over transpor­
tation planning in many States. 

Eleventh, these comprehensive plans 
would represent local and State priori­
ties in transportation. The plans would 
have to meet overall Federal objectives, 
such as pl'iority to mass ran or other 
fixed guideway transit. In areas with 
air quality problems, priority to projects 
which result in energy savings, and pri­
ority to reconstruction of highways in the 
rural system that are unsafe. 

Twelfth, the Secretary's disapproval 
of a State plan would be subject to court 
review. 

Thirteenth, w·ban system fWlds would 
be apportioned to States on the basis of 
population. The Governor would be re­
quired to pass through funds for urban­
ized areas over 150,000. 

Fourteenth, rural system fWlds would 
be apportioned to States under existing 
law. 

Fifteenth, the bill returns the weight 
limit for trucks to the lower level in ex­
istence prior to 1974. 

Sixteenth, it provides encow·agement 
for carpools and requires enforcement of 

· the 55-mUe-per-hour speed limit. 
· These are the major changes in exist­
ing law which would be achieved through 
the legislation we are introducing today. 
I believe these measures will help insure 
more rational transportation decision­
making in the future. And the Nation 
cannot afford any delay in achieving that 
goal. 

Mr. President, I am glad to join with 
the distinguished Senator from Con­
necticut in submitting this legislation 
to which he has just spoken this morn­
ing. This is a continuation of the effort 
by the Senator from Connecticut and 
myself that has been going on now for 
close to 5 years to develop a more bal­
anced transportation system in this Na­
tion of ours. 

I remember the time when we offered 
different amendments to various pieces 
of legislation to try to open up the high­
way t1'USt fund and to provide a good 
deal more flexibility in the utilization of 
the resources of that fund so that thet·e 
could be the development of a transpor­
tation system which would refiect our 
local, regional, and national needs in 
the development of not only automobile 
but mass transit, railroad, and even sea 
transportation as well as air transporta­
tion. 

I think, perhaps, now, as this Nation 
is focused more directly on energy needs, 
and focusing more dramatically on the 
importance of insuring that whatever 
kind of transportation system we are 

going to develop is going to be sensitive 
to the amount of energy which is nec­
essary to motivate that transportation, 
that the Members of Congress, the House, 
and the Senate, will be more responsive to 
the approach which the Senator from 
Connecticut and I have taken. 

This, Mr. President, is a result of a 
number of years of work and consulta­
tion with many di1ferent representatives 
of different transportation units. We feel, 
if adopted, it will still insure the best 
distribution of resources in this countl.-y 
focused upon a transportation system 
which recognzies the needs of those in 
rural America and in underpopulated 
parts of this country as well as those who 
live in the major urban centers of the 
Nation. 

We think it is a creative and thought­
ful approach toward one of our great 
national needs, and we are extremely 
hopeful that this legislation can get the 
kind of early consideration that it de­
mands and, hopefully, wUl be able to get 
Senate and House action during this 
session. 

We come from a part of the country 
in which the major part of the Ameri­
can population lives. The critical needs 
in transportation are absolutely essen­
tial for the commet·ce as well as the live­
lihood of mtllions of people who live in 
the Eastern, Western, and Southern 
parts of this Nation. We feel that with 
the adopti9n of this legislation we can 
restore some balance to the develop­
ment of a transportation system, and we 
feel that this will be an important ma­
jor step in meeting one of our very im­
portant national needs. 

So I am delighted to join with my 
friend and colleague, the Senator from 
Connecticut, in an area of great na­
tional importance and consequence. We 
are going to continue to work closely with 
the committees, with our colleagues, and 
with the administration in attempting to 
see that this legislation is implemented 
into law. 

Mr. President, I send to the desk leg­
islation and ask for its appropriate ref­
erence. 

The ACTING PRESIDENT protem .. 
pore. The bill will be received and ap­
propriately refert·ed. 

Mr. KENNEDY. Ml.·. President, I yield 
back the t·emainder of my time. 

TAX REDUCTION ACT OF. 1975 
. The Ac-I'ING PRESIDENT pro tem­

pore. Under the previous order, the Sen­
ate will now resume consideration of 
H.R. 2166. The bill will be stated by title. 

The legislative clerk read as follows: 
A bill (H.R. 2166) to amend the Internal 

Revenue Code of 1954 to provide for a re­
fund of 1974 individual income taxes, to 
Increase the low-income allowance and the 
percentage st andard deduct ion, to provide a 
credit for certain earned income, to increase 
the Investment credit and the surtax ex­
emption, and for other pw-poses. 

The Senate t•esumed the consideration 
of the bill. 

The ACTING PRESIDENT Pl"' tem­
pore. Under the previous order, the Chair 
now recognizes the Senator from Michl-
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gan (Mr. PHILIP A. HART) to call up his 
amendmPnt on which there are 20 min­
utes of debate to be equally divided and 
controlled by the Senator from Michigan 
and the Senator from Louisiana <Mr. 
LoNG). 

Mr. PHILIP A. HART. Mr. Presiden~ 
has the amendment been stated? 

The ACTWG PRESIDENT pro tem­
pore. We do not have a copy of the Sen­
ator's amendment. 

Mr. PHILIP A. HART. The amend­
ment was :filed yesterday but, I take it_ 
that the printer has not yet delive1-ed lt. 

The ACTING PRESIDENT protem­
pore. The clerk will report. 

The legislative clerk read as follows: 
The Senator from Michigan (Mr. PBILIP A. 

HART) for himself, Mr. GJUFFIN, Mr. RoTH, 
and Mr. PERcY proposes an amendment. 

The amendment 1s as follows: 
At the appropriate place, insert the fol­

lowing new section: 
"SI:c. -. ELEc'l'loN To StJBSTITUTZ NET OP­

EBATING Loss CARRYBACK YEARS 
FOB CARRYFORWARD YEARS. 

(a) IN GENEBAL.-5ubparagra.ph (E) Of 
section 172(b) (1) (relating to years to which 
net operating loss may be carried) 18 
a.mended to read as follows: 

.. (E) (1) In lleu of any net operating loss 
(larryover to which a taxpayer would other­
wise be entitled under this section, a tax­
payer may elect to carry back any net operat­
ing loss for a number of taxable years equal 
to the number of taxable years to which 
such loss could have been carried forward, 
and the carryback so elected shall be added 
to the number of taxable years for which the 
taxpayer is otherwise entitled under this 
section to carry back such net operating loss. 
Except as provided In section 381(c) (25), 
and except as provided In paragraph (3) (E). 
an election under this subpar-agraph shall 
apply not only with respect to such net op­
erating loss but also to the taxable year 
of such loss. 

.. (ll) Unless he is described in clause (1l1). 
a taxpayer may not elect to have the provi­
sions of clause (i) apply unless he estab­
lishes an employee stock ownership plan (as 
described In 301 (d) of the Tax Reduction 
Act of 1975) . This clause does not apply to 
any credit or re-fund attributable to a net 
operating loss or losses Incurred In taxable 
years ending after the date of the first such 
ele-ction made by the taxpayer. 

H(111) The provisions of clause (ll) do not 
e.pply to any taxpayer the sum of whose 
credits or refunds resulting from ele-cting 
to have the provisions of section 172(b) (1) 
(E) apply to net opera.tlng losses incurred 
in taxable years ending on or be-fore the date 
of such first election does not exceed $10,-
000,000." 

(b) SPECIAL RULES.-Bection 172(b) (3) 
(relating to special rules) is amended by 
striking out subparagraphs (E) and (F). and 
by inserting In Ueu thereof the following: 

"(E) (1) An election made under paragraph 
(l)(E) 01ay be revoked by the taxpayer at 
any time within 60 months after the close 
of the taxable year in which the election was 
:made. 11 a taxpayer revokes such an election, 
the election may be revoked more than 60 
months after the close of the taxable year 
during which the e-lection was made only 
with the consent of the Secretary or his dele­
gate. The taxpayer's llablllty for tax for all 
taxable years beginning with the earnest 
taxable yea.r a.fre-cted by the carryback o:f the 
net operating loss under election shall be 
redeter:mlned as 1f the election had never 
been made. The amount of the taxpayer's 
IJ.ablllty for tax for the taxable year in which 

the election 1s revoked is Increased (as of 
the end of such taxable year) by an amount 
equal to the amount by .which such redeter­
mined Uab111ty exceeds the tax paid for such 
taxable years. An election revoked on or 
before the time for flUng a return for a tax­
able year (including any extensions thereof) 
is considered as made· during that year. In re­
determlnlng the llablllty of a taxpayer for 
tax for preceding taxable years under this 
clause, the amount of such liability shall be 
reduced by an amount equal to the amount 
transferred (or treated as transferred) by the 
taxpayer to an employee stock ownership 
plan described in section 301(d) of the Tax 
Reduction Act of 1975 or to a supplemental 
tmemployment compensation benefit plan 
described In such section in meeting the re­
quirements of subsection (b) (1) (E) of this 
section. I1 the taxpa-yer was not required to 
transfer any amounts to such a plan under 
subsection (b) (1) (E) because of the provi­
sions of clause (111) thereof, the preceding 
sentence does not apply. 

"(11) An election under parag1·aph (1) (E), 
and a revocation of such election under thls 
subparagraph, shall be made in such manner 
and at such times as the Secretary or his 
delegate may by regulations prescribe. No 
election may be made under paragraph 
(1) (E) by any taxpayer described in sub­
paragl·aph (F) or (G) of paragraph (1). No 
election may be made under paragraph 
(1) (E) with respect to any foreign expropri­
ation loss to which paragraph (1) (D) applies. 

"(ill) I1 an election made by the taxpayer 
under subsection (b) \1) (E) with respect to 
a net operating loss incurred In any taxable 
year is revoked by the taxpayer, he may not 
make another election under that subsection 
with respe-ct to that year. 11 a taxpayer has 
revoked an election made under subsection 
(b) (1) (E) with .respe-ct to a net operating 
loss incurred in any taxa.ble year, and such 
taxpayer makes an election under such sub­
section with respect to a net operating loss 
incurred in a later taxable year, no part of 
the net operating loss for the taxable year 
With respect to which the electi<.n was re­
voked may be carried over to any taxable year 
beginning after the taxable year in which 
the second or other subsequent election un­
der subsection (b) (1) (E) is made.". 

(c) CARRYOVERS IN CERTAIN CORPORATE Ac­
QUISITIONS.-Sectlon 381(c) (relating to 
Items in the case of certain corporate acqui­
sitions) 1s amended by adding at the end 
thereof the following ne-w paragraph: 

"(25) TREATMENT OF NET OPERATING LOSSES 
WHERE TO SUBSTITUTE CABBYBACKS FOB CARBY• 
OVERS HAS BEEN MADE.-The acquiring Corpo­
ration shall be bound by an election made by 
the distributor or transferor corporation 
under section 172(b) (1) (E) unless d11Ierent 
rules with respect to the years to which a net 
operating loss may be carried apply among 
the group consisting of the distributor or 
transferor corporations and the acquiring 
corporation, In which case the acquiring cor. 
poration shall use the carryback and carry­
forward period prescribed by regulations of 
the Secretary or his delegate, and. the rules 
of section 172(b) (3) (E) (i) shall apply to 
the extent required by such regulations." 

(d.) CONFORMING AMENDMEN'IS.-
(1) Clause (11) pf section 172(b) (1) (A) Is 

amended by striking out "In the case" and 
Inserting in lieu thereof "Except as provided 
1n subparagraph (E). In the case". 

(2) Paragraph (3) of section 172(b) fs 
amended by inserting " (and so much of para­
graph (1) (E) as relates to paragraph (1) (A) 
(ll))" after .. (1) (A) (11)" each place lt 
appears. 

(e) TECHNICAL AMENDMENTS.-

(1) Section 6654(f) 1s amended to read as 
follows: 

"(f) TAX COMPUTED AFTEB APPLICA'riON 
OF CREDITS AGAINST TAX.-For purposes of 

subsections (b) and (d.), the term "tax' 
means-

''(1) the sum of-
H(A) the tax imposed by this chapter 1 

(other than by section 56). plus 
"(B) the tax imposed by chapter 2, :minus 
"(2) the sum of-
"(A) the credits against tax allowed by 

part IV of subchapter A of chapter 1, other 
than the credit against tax provided by sec­
tion 31 (relating to tax withheld on wages). 
plus 

..(B) any increase In liablllty for tax de­
termined under section 172(b) (3) (E) (relat­
Ing to revocation of special carryback elec­
tion)." 

(2) Section 6655(e) (1) (B) 1s amend.ed­
(A) by striking out "and" at the end of 

clause (11). 
(B) by striking out the period at the end 

of clause (111) and Inserting 1n lieu thereof 
a comma. and "and", and 

(C) by adding at the end thereof the fol­
lowing new clause: 

"(iv) any Increase In llablllty tax de-ter­
mined under section 172(b) (3) (E) (relating 
to revocation of special carryback election)." 

(f) EFFECTIVE DATE.-
( 1) IN GENERAL.-The amendments made 

by this section apply only to net operating 
losses Incurred. in the first two taxable years 
of the taxpayer beginning after December 31, 
1975. 

(2) TRANSITIONAL llULES.-If an election Is 
made under section 172(b) (1) (E) of the In­
ternal Revenue Code of 1954 With respect to 
any net operating loss for a taxable year 
ending before the date of the enactment of 
thisAct-

~A) In the case of a. deficiency for any tax­
able year attributable to the application of 
such net operating loss, section 6501(h) of 
such Code shall be applied as if such loss were 
for the taxpayer's first taxable year ending 
a.fter such date of enactment, 

(B) In the case of an overpayment for any 
taxable year attributable to the application of 
such net operating loss, sections 6511(d) (2) 
and 6611(f) (1) of such Code shall be applied 
as 1f such loss were for the taxpayer's first 
taxable year ending after such date of enact­
ment, and 

(C) the period for sub:mltting an applica­
tion for a tentative carryback adjustment 
under section 6411 (a) of such Code with re­
spect to such net operating loss shall not ex­
pire before the day which Is 90 days after 
such date of enactment. 

In the penultimate sentence of section 301 
(d) (5) of the bill strike out "if the employer 
transfers no more than half of the amount" 
and Insert In lieu thereof "only if, Within one 
year from the date of the election under sec­
tion 172(b) (1) (E) of such Code, the em­
ployer transfers the entire amount." 

Mr. PHILIP A. HART. Mr. President, 
I yield myself 5 minutes. 

I call up an amendment to the Tax 
Reduction Act of 1975 to permit substitu­
tion of net operating loss carryback years 
for carryforward years. 

This amendment is changed in several 
important ways from a similar provision 
which was included in the Senate Fi­
nance Committee's original version of the 
Tax Reduction Act. Before those who 
described and dismissed the committee's 
proposal as a boondoggle to big business 
reJect this amendment out of hand, I 
ask that they consider the changes and 
several points about the concept which 
were lost in the earlier rhetoric. 

Let me list the changes. 
First. The committee bill would have 

permitted a firm to apply the new carry­
back option to any taxable year from 

' 
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1970 on. Our amendment restricts that 
option to taxable years 1974 and 1975. 

That change means that the amend· 
ment will assist only those firms whose 
business has been adversely affected by 
the current recession and greatly im­
proves the likelihood that with an up· 
swing in the economy, there will be no 
long-term loss in Federal1·evenues. 

Second. Under the committee bill, a 
company with a supplementary unem­
ployment benefit plan-SUB-would 
have put up to 12.5 percent of any re­
fund into the plan, and spread the pay­
ments over a 10-year period. Our amend· 
ment requires that the company puts 25 
percent of any refund into existing SUB 
plans in the year the refund is received. 

The change means that at least one 
hard-pressed SUB program will remain 
in business longer, and that those served 
by the plan will delay the time when they 
begin to ask the question, "Where is the 
welfare office?" 

Mr. LONG. Mr. President, I ask that 
the yeas and nays be ordered on the 
amendment. 

The ACTING PRESIDENT protem­
pore. Is there a sufficient second? There is 
a sufficient second. 

The yeas and nays were ordered. 
Mr. TUNNEY. Mr. President, will the 

Senator yield for a unanimous-consent 
request? 

Mr. PHILIP A. HART. May I inquire 
of the manager of the bill--

Mr. LONG. Now, Mr. President, may I 
also ask that the yea-and-nay vote on 
the Senator's amendment occur immedi­
ately after cloture has been involved if, 
indeed, it is today? 

That being the case, Senators will have 
a chance to offer their amendments this 
morning and discuss them and the yea­
and-nay votes will not use up more than 
50 percent of the time between now and 
the time cloture is invoked. 

Mr. PHILIP A. HART. In the event 
clotw·e is not invoked, will the vote occur 
at the conclusion of that failed event? 

Mr. LONG. Yes. 
Mr. PHILIP A. HART. Either way? 
Mr. LONG. Yes. 
Mr. PHILIP A. HART. For the in­

formation of our colleagues, that would 
mean the vote may occur at about 11: 30? 

Mr. LONG. That would appear to be 
about the time, yes. 

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

Mr. TUNNEY. Mr. President, I ask 
unanimous consent that Mr. Bob McNair 
and Lawrence Ash of my staff have 
privilege of the :floor. 

The ACTING PRESIDENT protem­
pore. Without objection, it is so ordered. 

Mr. PHILIP A. HART. Mr. President, I 
ask unanimous consent that Kitty 
Sherier and Jack Cornman of my office 
have privilege of the :floor. 

The ACTING PRESIDENT Pl'O tem­
pore. Without objection, it is so ordered. 

Mr. PHILIP A. HART. Before discus­
sing the justification for the amend­
ment in its entirety, let me admit to a 
very parochial interest in this amend­
ment. Senator RoTH and Senator GRIF­
FIN have parochial interests in this 
amendment. The Chl"Ysler Corp., will 
benefit from this amendment but again 

probably not at the Federal Govern­
ment's expense in the long run. 

A few unemployment :figures will ex­
plain my "parochial" interest. In Janu­
ary 1974, Chrysler employed 62,400 hour­
ly wage workers in the Detroit area. This 
past Ja.nuary, that :figure was down to 
38,000 hourly wage employees. Detroit 
has an unemployment rate of 23 percent. 
One thing that city does not need is any 
more layoffs. 

Nationwide, Chrysler normally employs 
113,000 hourly wage workers. About 
48,000 of those are laid off, and one thing 
this country does not need is still longer 
unemployment lines. So it just may be 
that my parochial interest in this amend­
ment is shared by those representing 
many other sections of our country. 

When measured against the costs of in­
creased unemployment--and they range 
from food stamps to forfeiture of HUD 
guaranteed mortgages, to welfare pay­
ments to the unmeasurable mental strain 
and waste of human skills and energy 
1·esulting from widespread unemploy­
ment--the temporary loss in Federal rev­
enues resulting from this amendment 
could turn out to be a bargain. 

Now to the amendment. 
EXISTING LAW 

The concept of permitting a business 
to use an 8-year period to average prof­
its and losses is not new. Under present 
law, a company can do so by carrying 
losses back 3 years and forward 5 years. 

The concept of altering the provisions 
of the carryback-ca-rryforward pro· 
visions is not new either. In passing a tax 
bill in 1967, Congress temporarily ex­
tended the carryback part of the law to 
help American Motors through a diffi­
cult time. That action, I believe, proved 
wise: it helped American Motors to re­
main a large employer and taxpayer, and 
I understand that the Government 
eventually recaptured all the money it 
would have received if the change had 
not been made. 

Mr. GRIFFIN. Mr. President, may we 
have order please? 

Mr. PHILIP A. HART. Employer and 
taxpayer, and I understand--

The ACTING PRESIDENT pro tem­
pore. The Senate is not in order. Will 
the Senator suspend for just a moment? 

Will the Senate come to order? Sen­
ators will please be seated. 

The Senator from Michigan. 
Mr. MANSFIELD. Mr. P1·esident, will 

the Senator yield briefiy? 
Mr. PHILIP A. HART. Yes. 
Mr. MANSFIELD. I would like to am­

plify on the unanimous-consent request 
of the distinguished manager of the bill 
to the effect that all rollcall votes prior to 
the vote on clotw·e be accorded the same 
consideration in sequence as the Senator 
from Michigan on his amendment. 

The ACTING PRESIDENT pro tem­
pore. Is there objection? The Chair hears 
none. Without objection, it is so ordered. 

Mr. PHILIP A. HART. The justifica­
tion for the Tax Reduction Act of 1975 
is to help people and businesses ad el'sely 
affected by the economic recession. 

The hope is, I understand, to encourage 
people to spend and businesses to regain, 
keep or improve their financial health. 

A proposal which would help :ti.rmli 

from laying off more people is as ger­
mane to that goal as proposals to en· 
courage economic growth. 

By allowing firms to apply the carry­
back provision to any tax year back to 
1970, as did the committee version of the 
bill, it could be argued-correctly in my 
view-that the provision was not really 
connected with the current recession and 
would reward inefficient companies 
which could not cut it in time of nor­
mal economic growth. 

I emphasize, by restricting to 1974 and 
1975 the taxable years to which this pro­
vision ~pplies, as our amendment does, 
we make quite clear that the intent is to 
provide temporary assistance to firms 
suffering difficult times during a period 
of severe economic recession. And again, 
I recall that Congress did the same with 
good success for American Motors in 
1966, and I repeat the importance of 
Chrysler to the depressed economy of 
Detroit and Michigan. 

What would be the cost? 
In figw·ing the cost of the amendment 

to the Federal Government, two provi­
sions should be stressed. 

First, a company electing the 8-year 
carryback gives up the right to carry 
losses forward against future profitable 
years, unless it pays back the refund re­
ceived from the 8-year carryback. 

If a company decides to switch back 
to the current provision, the Federal 
Government will be repaid in full. 

Companies sticking with the 8-year 
carryback will have to pay full taxes on 
futw·e profitable years, which means the 
Government will recapture funds it 
would have lost under the carry-forward 
provision. 

Granted, the amount the Federal Gov­
ernment recaptures will depend on firms 
making profits within the next 5 or 6 
years, which gives added importance to 
the change which limits the qualifying 
taxable years to 1974 and 1975. 

Obviously, we can have little confi­
dence that firms which could not make 
profits in the early 1970's will make 
profits in the last half of the decade. 
However, the companies using the 
amendment as now rewritten necessarily 
will have had to make profits within the 
last 8 years. That means we have reason 
to believe that these firms will be money­
makers again within the next 5 years. 

Here then are the cost estimates: 
Under the committee version, the Fed­

eral Government might lose between $1 
billion and $1.5 billion in the next 2 
years. The open-ended nature of the 
committee bill made it impossible to pre­
dict how much more might be lost be­
yond that. I am told you could expect 
the Federal Government to have recap­
tw·ed about half the amount lost under 
the committee version. 

Under our amendment, which. again, 
restricts the extension of the carryback 
period to 2 taxable years, this loss is 
estimated at about $250 million, most of 
which if not all would be recaptured. 

DOES CHRYSLER NEED THE MONEY? 

I am in no position to predict what 
might happen to Chrysler if this amend­
ment is not approved. 

However, it is no secret that the cor­
poration's lines of credit are badly 
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strained and that the Federal Reserve 
is contemplating emergency credit help 
if the company's condition worsens. 

Also, whether by the demands of the 
marketplace or of Congress, auto com­
panies will be required to build more gas 
efficient autos and it will take capi­
tal to design and retool to meet that de­
mand. If the demand 1s not met, more 
layoffs at Chrysler is the least ominous 
of the possiblities. Further concentra­
tion in an already highly concentrated 
industry is one of the more ominous 
possibilities. 

HOW TO RESTRUCTURE AN INDUSTRY 

For some years now I have been lee­
turing about the dangers of economic 
concentration. If the car industry were 
less concentrated, I believe the industry 
would not be in such a serious financial 
condition today. 

Regardless of that, however, it may be 
easy for the theorists to say that a large 
finn should be allowed to sink or swim 
on its own, but it 1s an entirely different 
thing to say that thousands and thou­
sands of workers living in an area of ex­
tremely high unemployment should be 
asked to bear the cost of letting a large 
firm go under. 

I do not know, as I said, what will hap­
pen to Chrysler if this amendment is re­
jected, and I cannot assure that it will 
spend all its refund wisely, but I do be­
lieve that given Detroit's serious eco­
nomic depression, we should err on the 
side of helping a large employer keep 
people on the job. 

We can talk about restructuring auto­
mobiles, I believe we should. Let us do 
it in an orderly fashion, not by the dis­
astrous collapse which would bring in its 
train enormous human suffering. 

The ACTING PRESIDENT pro tem­
pore. The Senator's 10 minutes have ex­
pired. 

The Senator from Louisiana. 
Mr. LONG. Mr. President, the amend­

ment offered by the Senator is similar to 
what the committee did agree to. The 
Senator's amendment does not have the 
15ame emphasis on employee stockowner­
ship as the Committee on Ji!inance rec­
ommended, and in that respect it is not 
as appealing to the Senator from Louisi­
ana as was the provision which we agreed 
to in the committee. 

The Senator would undertake to say 
that the amount which we would urge go 
to an employee stockownership arrange­
ment would go instead to their sup­
plemental unemployment benefits fund. 

I trust this matter to the good judg­
ment of the Senate. I personally have no 
strong feelings about it. 

I voted some years ago to do some­
thing of that sort for American Motors 
and I believe that the Senate can well 
contend that in view of the fact that this 
Nation saw fit to do a simfiar thing for 
American Motors, that Chrysler Corp. 
today needs the same consideration as 
badly as American Motors did at that 
particular time. 

I am happy to yield time to anyone 
who wants to speak on either side, but 
I tblnk that the time should be used first 
by those who want to speak 1n opposition 
ton .. 

Mr. BIDEN. Mr. President, I cannot 
possibly support the Hart amendment 
to liberalize the loss carryback and 
carryforward provisions of the tax laws. 
The amendment has been drafted to 
make Chrysler the major beneficiary. I 
have consistently voted against bailout 
legislation directed to single companies 
such as Lockheed and Pan Am. I con­
sider such legislation a dangerous prece­
dent. What it does is introduces a form 
of deception in our tax code. Tax laws 
should be general-not written to bene­
fit a specific firm. 

With respect to the SUB provisions 
of the amendment, I have a fundamental 
problem. Should Government become in­
volved in providing supplemental unem­
ployment benefits to one group of work­
ers? Namely, autoworkers, specifically 
Chrsyler workers? Why not GM workers, 
many of which have been unemployed as 
long as Chrysler workers? If we do this, 
should we not do the same thing for 
the workers in the housing or construc­
tion industries, many of whom have been 
unemployed much ionger than auto­
workers? If Government gets involved in 
supplemental unemployment benefits, it 
should do it for all workers by increas­
ing weekly unemployment benefits. 

I propose to take care of the needs of 
the long term unemployed by passing 
special legislation to increase weekly un­
employment benefits for all covered 
workers, by extending the number of 
weeks that all workers can receive bene­
fits, by passing special legislation to pay 
health care insurance premiums for the 
unemployed and by passing mortgage 
relief assistance so that the unemployed 
do not lose their homes. For instance, 
today I will vote for the Javits amend­
ment to extend unemployment benefits. 
Giving Chrysler a tax break has nothing 
to do with taking care of these people. 
I would suggest that the tax bailout 
should stand on its own merits. The in­
jection of SUB fund aid, just serves to 
distort the issue. Perhaps the $190 mil­
lion tax break should be directed to pro­
grams for the unemployed. 

The best thing that we can do is to 
turn this economy around without going 
back to the kind of infiation that pre­
ceded our present economic recession. 

What we can do is eliminate the give­
aways from the tax bill that will need­
lessly increase the Federal deficit thereby 
resulting in higher interest 't'ates and 
higher prices. What we can do 1s pass a 
tax bill that provides the necessary eco­
nomic stimulus, that recognizes the needs 
of those truly requiring relief, whlle at 
the same time maintaining the fiscal re­
sponsibility needed to transform our cur­
rent economic situation into one of eco­
nomic order. 

Mr. CURTIS. Mr. President, I do not 
wish to speak 1n opposition to this, but I 
think as a member of the committee I 
should point out one fact. There are 
three companies which sought relief un­
der this philosophy. At the present t.ime, 
a corporate taxpayer can average over 
8 years, 5 years forward and 3 years back. 
It is a request that they could average 
the entire 5 years back. There is quite a 
heavy penalty 1f they want to change 

again. I think the taxpayers are taken 
care of in that way. 

However, it happens that the years are 
such that here are two other entities, one 
of them an international airline, that 
will not be covered by this amendment. I 
believe its language is general in appli­
cation. They are not excluded, but it hap­
pens that the years in question will not 
do that. I present that not as an argu­
ment against or for this proposal, but 
merely for the information of the Senate. 

Mr. LONG. I yield to the Senator from 
Colorado. 

Mr. HASKELL. Mr. President, I have 
to object to this amendment basically on 
philosophical grounds. I can understand 
the desires of the Senators from Michi­
gan to help a corporation which is a large 
employer in their State. My only objec­
tion is that I do not think this is the way 
the Congress ought to do it. We are giving 
an unknown amount of help, because we 
do not know the extent of the loss. We 
are giving the assistance without hear­
ings as to the desirability or undesir­
ability. 

Mr. President, I would merely like to 
register my objection that if this type of 
assistance is to be given, it be given di­
rectly after hearings and reports by com­
mittees rather than to do it by an 
amendment to the tax laws. 

Mr. GRIFFIN. Will the chairman 
yield? 

Mr. LONG. The time in support of the 
amendment should be yielded, if possi­
ble. 

Mr. PHILIP A. HART. How much time 
remains? 

The ACTING PRESIDENT protem­
pore. The Senator from Michigan has 
exhausted his time. 

Mr. PHILIP A. HART. I yielded myself 
5minutes. 

Mr. GRIFFIN. Will the Senator yield 
2 minutes? 

Mr. LONG. If the Senator from Michi­
gan has used all his time, I will yield 2 
minutes of my time. 

Mr. GRIFFIN. I merely wanted to take 
a moment to associate myself with my 
senior colleague from Michigan. <Mr. 
PHILIP A. HARr) in the argument he has 
made. I think it is important to empha­
size that there 1s important recognition 
in this bill of the housing industry. There 
are outright subsidies provided 1n the blll 
to stimulate the housing Jndustry. But 
the other major industry that 1s dragging 
the economy down is the automobile in­
dustry and the depression that we are 
experiencing in the automobile industry. 

In our State upwards of 14 percent 
are out of work and 25 percent of the 
automobile workers have been out of 
work. Fortunately, some of them have 
been called back recently, but it may be 
a temporary situation. 

I think it is important to realize that 
the investment tax credit that is pro­
vided in this bill is meaningful only to 
corporations and businesses that make a 
profit. It does nothing to help a corpora­
tion that 1s incurring losses. The only 
way that you can help a corporation 
that is incurring a loss is to recognize 
the equity of this particular approach 
which only allows the corporations ~ 
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volved to spread their losses over a dif­
ferent period of time. 

Really, what is involved here would be 
the Chrysler Corp. and other businesses 
that are affected getting some of their 
own tax money back. tax money that 
they have already paid in in years when 
they have made a profit. It is to allow 
them to offset that against the years now 
when they are incurring severe losses. 

Furthermore, as the amendment is 
drafted, although there is some concern 
about it. there would be substantial help 
to the laid-off workers involved because 
a significant portion of what would be 
involved here would go to supplement un­
employment compensation benefits. I be­
lieve in light of the total context of the 
tax legislation that is being considered 
and what we are trying to achieve, this 
amendment has merit. I hope it will be 
.adopted. 

Mr. ROTH. Will the chairman yield? 
Mr. GARY W. HART. Will the Senator 

yield for a question? 
Mr. LONG. First, for the record I wish 

to state these figures: It is my under­
standing Chrysler had a loss of $71 mil­
lion in 1974, and that they will sustain a 
loss of $312 million in 1975, a total loss 
of $383 million. Their tax advantage 
therefore, is estimated at $191 million 
under the amendment. 

Mr. President, I have said that to sup­
port a measure of this sort I would in­
sist there be an employee stock owner­
ship in the amendment. I suppose I 
would have to maintain my consistent at­
titude in that matter. I regret that is not 
in this proposal. I personallY would like 
to vote for it. But if there is no employee 
stock ownership arrangement, I do not 
feel I could vote for it. 

I yield to the Senator from Delaware. 
Mr. ROTH. Mr. President, I am pleased 

to join the two Senators from Michigan 
in sponsoring this legislation, as I think 
it is important that we do something to 
help those companies so adversely af­
fected by the recession and Government 
regulations. I would point out in answer 
to the distinguished Senator from Colo­
rado that the Finance Committee did 
deal with this problem; that we did have 
a provision that would provide assistance 
to Chrysler as well as other companies. 
So we are not dealing with a subject 
that was not dealt with in the Finance 
Committee. 

I would also like to point out that time 
Is of the essence both from the stand­
point of the employees and the company. 
Under this proposal, 25 percent of the 
benefits would go to the so-called sub­
payments, and the subpayments are very 
nearly bankrupt at the present time. So 
I think it is extraordinarily important 
that we ad now to help the unemployed 
employees as well as the communities In 
which these plants are located. 1 can say 
that, from the standpoint of Delaware, 
where a Chrysler plant was shut down 
for several months and they are just now 
beginning to go back to work, the sub­
payments have had a very beneficial 
eaect, espectall,y to the employees out of 
work and also to the community as a 
whole. 

I would like to point out that the pri­
mary purpose of the tax cut J.s to help 

the economy, to stimulate the economy. 
I can think of nothing that could be 
more disastrous for our economy today 
than for a major company, to force a 
major financial crisis. No one can pre­
dict that this legislation will necessarily 
correct all problems faced by Chrysler, 
but it will be a step in the right direction. 
I think, if we are going to help compa­
nies, such as Chrysler, who were so ad­
versely affected by conditions beyond 
their control, it is highly important that 
we take action now. I believe it is im­
portant to realize that the major bene­
ficiaries of this provision will be the 
thousands of employees and their fami­
lies working for these corporations. 
· For the reasons already referred to, 
I also believe that the Congress must 
take steps to insure that Chrysler Corp. 
remains competitive. In my opinion, one 
of the reasons that Chrysler is now ex­
periencing difficulties is the amount of 
Government regulations and controls 
that were imposed on them by this Con­
gress. I would be extremely concerned if 
the company did go under, not only be­
cause of the impact this would have on 
jobs and incomes but also because of the 
psychological impact it would have on 
our whole economy. This provision 
would provide Chrysler the additional 
time and aid to make it through this 
very diflicult time. 

But this provision will help · the em­
ployees of Chrysler most of all. Under 
this provision, Chrysler will be allowed 
to channel up to $40 million of its tax 
refund int-o the SUB funds for their un­
employed workers and their families. The 
current SUB fund is expected to run out 
next week, when thousands of workers 
and their families throughout the coun­
try would be in desperate shape. 

In my h-ome State of Delaware, this 
provision would directly benefit the 1,700 
Chrysler workers and their families who 
are stlll unemployed, and the 2,000 work­
ers and their families who have recently 
been recalled temporarily. 

The shutdown of the Chrysler plant in 
Delaware would have had a much more 
serious impact without the SUB funds. 
They not only help the unemployed in­
dividual and his family, but it also pro­
tects the economy of the community and 
the State. 

The SUB funds are in danger of run­
ning out. I urge the Senate to adopt this 
amendment to extend these employee 
SUB funds. 
. Mr. GARY W. HART. Will the Senator 
from Louisiana yield for a question? 

The ACTING PRESIDENT protem­
pore. All time has expired. 

Mr. GARY W. HART. Will the Sen­
ator from Louisiana yield for a question? 

Mr. LONG. Do I have time to yield? 
The ACTING PRESIDENT pro tem­

pore. The time of the Senator from Loui­
siana has expired. 

Mr. CURTIS. Mr. President, do we 
have any time under the bill? 

The ACTING PRESIDENT pro tem­
pore. There was no time allotted on the 
bill. Under the previous agreement, the 
vote on this amendment will go over untn 
after the cloture vote. 

Under the previous order, the Chair 
now recognizes the senator from Call· 

fornia <Mr. TuNNEY) to call up his 
amendment, on which there is 15 minutes 
debate to be equally divided and con­
trolled by the Senator from California 
and the Senator from Louisiana. 

The clerk will state the amendment. 
The assistant legislative clerk proceed­

ed to read the amendment. 
Mr. TUNNEY. Mr. President, I ask 

unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
On page 3, between lines 8 and 9. insert 

the following; 
SEc. 4. (a) Section 162 of the Internal 

Revenue Code of 1954 (relating to trade or 
business expenses) 1s amended by redesignat­
ing subsection (h) as (i), c.nd by inserting 
after iiubsection (g) the following new sub­
section: 

"(h) CERTAXN EXPENSES NECESSARY FOlL 
GAINFUL EMPLOYMENT.-

"(1) IN GENERAL.-In the case of an indi­
vidual who maintains a household which 
includes as a member one or more of the 
following qualifying indivlduals-

"{A) a child or stepchild of the taxpayer 
(within the meaning of section 152) who is 
under the age of 15, 

"(B) a dependent of the taxpayer who is 
under the age of 15 or who 1s physically or 
mentally incapable of caring for hlmseU or 
herself, or 

"(C) the spouse of the taxpayer, if he or 
she 1s physically or mentally incapable of 
caring for himself or herself, 
the deduction allowed by subsection (a) 
shall Include the reasonable expenses patd 
or incurred during the taxable year for 
household services and for the care of one 
or more individuals described in subpara­
graph (A), (B), or (C), but only if such 
expenses are ordinary and necessary to enable 
the taxpayer to be gainfully employed. 

"(2) MAINTAINING A HOUSEHOLD.-For pur­
poses of paragraph ( 1) , an individual shall 
-be treated as maintaining a household for 
any taxable year only if over half of the cost 
of maintaining the household during such 
period is furnished by such individual (or if 
such individual is married during such pe­
riod, if furnished by such individual anti 
his or her spouse) . 

"(3) SPECIAL RULES.-For purposes of this 
subsection-

"(A) MARRIED COUPLES MUST FILE JO~T Rl!:­
TURN.-If the taxpayer is married at the 
close of the taxable year. the deduction pro­
vided by subsection (a) shall be allowed only 
if the taxpayer and his spouse file a. single 
return jointly for the taxable year. 

"(B) GAINFUL EMPLOYMENT &EQUIREMENT.­
If the taxpayer 1s married for any period dur­
ing the taxable year, there shall be taken 
into account employment-related expenses 
in<:urred during any month of such period 
only if-

.. {1) both spouses are gainfully employed. 
or 

•• ( 11) the spouse ls a qualifying individual 
described ln paragraph (1) {C) of this sub­
&e<ltion. 

"(C) CERTAIN MAitRIED INDIVIDUALS LTVING 
APART.-An individual who for the taxable 
year would be treated as not married under 
section 143{b) If paragraph (1) of such sec­
tion referred to. any dependent, shall be 
treated as not married for such taxable year. 

.. (D) PAYMENTS TO RELATED INDIVIDUALS.­

No deduction shall be &llowed under subsec­
tion (a) for any amount pald by the tax­
payer to an individual bearing a relationship 
to the taxpayer described In paragraphs (1) 
through (8) of section 162(a) (rela.ttng to 
definition of dependent) or to a dependent 
described In paragraph (9) of such aeetlon 
except where the taxpayer can demonstrate 
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that such payments were made in an arms 
length fashion pursuant to regulations to be 
prescribed by the Secretary or his delegate. 

"(E) REDUCTION FOR CERTAIN PAYMENTS.­
In the case of employment-related expenses 
incurred during any taxable year solely with 
1·espect to a qualifying individual (other 
than an individual who is also described in 
subparagraph (A) or (B) or paragraph (1) of 
this subsection and who is under the age of 
15) the amount of such expenses which may 
be taken into account for purposes of this 
sect\on shall be reduced-

'' (I) if such individual is 15 or older and 
is described in subparagraph (B) of para­
graph (1) of this subsection, by the amount 
by which the sum of-

" (I) such individual's adjusted gross in­
come for such taxable year, 

"(ll) the disablllty payments 1·eceived by 
such individual during each year, exceeds 
$750, or 

"(ii) in the case of qualifying in<itvidual 
described in subparagraph (C) of paragraph 
( 1) of this subsection, by the amount of 
disability payments received by such individ­
ual during the taxable year. 
For purposes of this subparagraph, the term 
'disability payment' means a payment (other 
than a gift) which is made on account of 
the physical or mental condition of an indi­
vidual and which is not included in gross 
income." 

(b) Section 62(c) of the Internal Revenue 
Code of 1954 (relating to trade and business 
deductions of employees) is amended by 
adding at the end thereof the following new 
subparagraph: 

" (E) CERTAIN EXPENSES NECESSARY FOR 
GAINFUL EMPLOYMENT.-The dedUCtiOnS al­
lowed under section 162 which consist of 
expenses allowable by reason of the applica­
tion of subsection (h) thereof, paid or in­
curred by the taxpayer in connection with 
the performance by him or by her of serv­
ices as an employee." 

(c) Part vn of subchapter B of chapter 
1 of the Internal Revenue Code of 1954 (re­
lating to additional itemized deductions for 
individuals) is amended-

(1) by striking out section 214 (relating 
to expenses for household and dependent 
care services necessary for gainful employ­
ment), and 

(2) by striking out the item 1·elating to 
section 214 in the table of sections for such 
part. 

(d) The amendments made by this sec­
tion shall apply to taxable years beginning 
after the date of the enactment of this 
Act. 

SEc. 5. (a) Section 43 of the Internal Rev­
enue Code (relating to overpayments of tax) 
is redesignated as section 44 and the follow­
ing new section is added: 

"SEC. 44. GAINFUL EMPLOYMENT CREDIT. 
•• (a) GENERAL RuLE.-In the case of an in­

dividual, there shall be allowed, subject to 
the limitations of subsection (b), as a cred­
it against the tax imposed by this chapter 
for the taxable year, an amount equal to one­
half of all the expenses for gainful employ­
ment, described in section 162(h). 

"(b) LIMITATION.-(1) The credit allowed 
in subsection (a) shall not exceed $50, ($25, 
in the case of a married person filing a sepa­
rate return) per month. 

"(c) ELECTION TO TAKE DEDUCTION IN LIEu 
oF CREDI.T.-This section shall not apply in 
the case of any taxpayer who, for the tax­
able year, elects to take the deduction pro­
vided by section 167(h). Such election shall 
be made in such manner and at such time 
as the Secretary or his Delegate shall pre­
scribe by regulations." 

(b) Section 6401(b) (relating to amounts 
treated as overpayments) is amended-

( I) by inserting "section 44," (relating to 
gainful employment credit) after "section 
43": and 

(2) by striking out "and 43" and insert­
ing in lieu thereof "43, and 44". 

(c) Section 6201(a) (4) (relating to assess­
ment authority) is amended-

(1) by inserting "44 (relating to gainful 
employment credit)" immediately after "43" 
in the caption of such section; and 

(2) by striking out "on section 43 (relating 
to personal exemptions)," and inserting in 
lieu thereof", section 43 (relating to personal 
exemptions), or section 44 (relating to gain­
ful employment),". 

(d) The amendments made by this section 
shall apply to taxable years beginning after 
the enactment of this Act. 

Mr. TUNNEY. Mr. President, I call up 
amendment to the pending tax bill which 
will extend the concept of allowing work­
ing parents tax relief for expenses in­
curred by them in caring for their de­
pendents. 

I act today in the conviction that this 
worthwhile concept can play a significant 
role in lightening the tax burden of hun­
dreds of thousands of parents and heads 
of households throughout the country, 
and make this relief available to those 
who need it most-the hard-pressed low­
and middle-income taxpayers of the 
United States. 

Mr. President, as everyone in this 
Chamber knows, we presently allow indi­
viduals to deduct the cost of caring for 
dependents when the cost of such cru·e is 
a necessary part of taking and keeping 
gainful employment. Section 214 of the 
Internal Revenue Code of 1954, as 
amended, allows deduction of those ex­
penses. However, the law at present re­
quires that those expenses be deducted 
through the mechanism of an itemized 
deduction. 

That simply will not do. In the name 
of equity for working parents now and 
in the future, the cwTent situation 
should be changed. 

What is wrong with the present deduc­
tion? Put very simply, the problem lies 
in the fact that only those taxpayers who 
itemize deductions can receive the bene­
fits of this tax allowance. Yet of the mil­
lions of people and families earning less 
than $10,000 a year, only 32 percent 
utilize itemized deductions. That means 
that some 68 percent of those low- and 
middle-income families and individuals 
receive no benefit at all from the existing 
allowance. 

Yet we all know that these are the 
very people we should be striving to help 
with such tax relief. The working 
mother, struggling to make ends meet, 
needs this tax incentive more than any­
one. To date, however, we have slammed 
the door in the faces of millions of work­
ing mothers by denying them the bene­
fits of their expenditures on child care. 

This means that hundreds of people 
who might otherwise hold down jobs, 
and be contributing vital income to ra­
vaged family incomes, are discouraged 
from working, simply because the income 
from their work hardly exceeds their ex­
penses. 

And we should not believe that this 
problem will pass without further atten­
tion on the part of the Congress. The 
proportion of mothers working outside 
the home is more than double what it 
was 25 years ago. In 1948, 18 percent 
of our Nation's mothers went out of the 

house to work. Now that figure stands at 
42 percent, and we can expect that trend 
to continue as the pinch on our middle­
income breadwinners becomes worse. 

Therefore, I say that it is time to bring 
the design of the tax law into concert 
with the realities of our contemporary 
society. We must recognize the fact that 
millions of American parents must work 
in these troubled times, and we must 
further recognize that millions of those 
parents must incur substantial expenses 
for child care to allow them to work. 
Insofar as the present tax structure does 
not allow thousands of families to utilize 
fully the existing deduction for such 
care, the law should be changed. 

Therefore, I am proposing that there 
be three basic changes in the child care 
expense deduction: 

Fh·st. I believe that the deduction 
should be placed under section 162 of the 
Internal Revenue Code. This would indi­
cate that this deduction would be de­
fined as an "ordinary and necessary" ex­
pense incidental to the conduct of a 
business or trade. 

Certainly, it should be as legitimate for 
the working mother to deduct the cost of 
her child care as it is for the ordinary 
businessman or employee to deduct the 
cost of advertising or business lunches 
or the like. Both are directly related to 
the production of income, and as such 
they should fall within the same section 
of the code. 

Second. I would also make this deduc­
tion an "adjustment to income." This 
technical term means nothing more than 
the fact that taxpayers would be per­
mitted to deduct child care expenses, 
and still take the standard income tax 
deduction-the device overwhelmingly 
used by the majority of the Nation's 
ordinary taxpayers. 

Third. After consultation with the dis­
tinguished chairman of the Senate Fi­
nance Committee, the senator from 
Louisiana (Mr. LoNG) I have decided to 
incorporate another feature into this 
amendment. It will allow taxpayers to 
take tax credits equal to one-half their 
child-care expenses of up to $50 per 
month, or a total of $600 per year. 

This provision would be especially 
helpful to the low-income taxpayer who 
was unable to take maximum advantage 
of his or her deduction or adjustment. 
Such taxpayers would receive up to $600 
per year in credits toward their income 
tax liability. Thus, the taxpayer would 
be able to choose between taking a de­
duction or adjustment to income, and 
taking a tax credit, either of which 
would be based on his or her child-care 
expenses. 

In either case, it would be the ordi­
nary taxpayers of American who would 
be the beneficiaries of this amendment. 
We in the Senate have gone on record 
in favor of the concept of allowing work­
ing parents to deduct child-care ex­
penses. Now we must take the next giant 
step, and insure that those tax deduc­
tions are available on a fair and equita­
ble basis to all Americans, rich or poor. 
I hope the Senate will join me in this 
effort. 

Mr. TUNNEY. Mr. President, I ask for 
the yeas and nays. 
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Mr. LONG. I ask for the yeas and nays 

on the amendment. 
The ACTING PRESIDENT pro tem­

pore. Is there a sumctent second? There 
is a sufficient second. 

The yeas and nays were ordered. 
Mr. LONG. Mr. President, I ask for 

the same unanimous-consent agreement 
we had prior to this time. that the vote 
on the Tunney amendment occur immed­
iately after the vote on the Hart amend­
ment. 

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

Mr. TUNNEY. Mr. President, the 
amendment I am offering today corrects 
an inequity In the Internal Revenue Code 
ot 1954 which makes household services 
and chlld-care expenses a personal de­
duction rather than a business deduc­
tion. 

I think lt ls very important that we 
make tbis change. because many heads of 
households are working who need to haYc 
a babysitter to take care of their children. 
That babysitter costs a considerable 
amount of money, which represents B 
substantial deduction from the income of 
the head of the household. The head of a 
household ls not able to claim that baby­
sitter as a deduction against his or her 
income tax unless that family itemizes 
deductions. The way the law presently is 
worded, the deduction for child-care ex­
penses is not a business deduction but a 
personal deduction. The family which 
takes a standard deduction rather than 
an itemized deduction when :filing its re­
turn is not able to claim the babysitter 
expense.. 

On the other hand. if this were a busi­
ness deduction, and an adjustment to in­
come that family, in filing its return, 
would be able to claim the babysitter ex­
pense in addition even if it claimed the 
standard deduction. 

Of the families that earn $10,000 or 
less, almost 70 percent file returns with 
the standard deduction, which means 
that 10 percent of the families that earn 
less than $10,000 are not able to claim the 
babysitter expense as a tax deduction. My 
amendment is designed to give those 
frunilles an opportunity to write off the 
babysitter expense against their taxes. 

ThJs makes clear sense. If a business­
man is able to write off his secretary as 
a business expense rather than as a per­
sonal expense, there is no reason in the 
world why a mother who is the head of a 
household should not be able to write off 
the cost of a babysitter as a business 
expense so that she can go to work. 

The amendment z have offered today 
1s a modified form ot amendment No. 
153, which was printed earlier. The 
modification provides that the head of 
the household, as an alternative to claim­
ing this as a business deduction, can 
claim a tax credit of up to $50 a month 
equal to one-half the cost of the baby­
sitter. This will enable many poorer fami­
lies to have a much greater benefit than 
the amendment as originally drafted 
would provide. 

If our desire hl. this country is to get 
people o1f welfare and get them to work, 
then we should be giving a substantial 
benefit to those families that are of 

lower income levels. They can then have 
an opportunity to receive a maximum 
write-off for the cost of the babysitter. 
As a result, we are actually getting two 
for one. We are employing the baby­
sitter and employing the person on 
welfare. 

Mr. LONG. Mr. President, will the Sen­
ator yield, on my time? 

Mr. TUNNEY. I yield. 
Mr. LONG. The tax credit the Sen­

ator ls suggesting would be especially 
helpful to a mother drawing welfare pay­
ments who would like to go to work to 
improve the condition of her little fam­
ily. When that mother goes to work, her 
work expenses would be increased by 
the cost of paying for day care for her 
chlld or by the cost of paying someone 
to take care of the child while the mother 
is at work. If she has to pay $100, which 
is about the minimum one could expect 
to pay for decent day care, that reduces 
her earnings by $1,200. Even if she earns 
enough to remove her from the welfare 
rolls, that $1,200 is a tremendous expense 
which will benefit her very little for in­
come tax purposes since she can already 
take a standard deduction of $1,300. 

So this amendment would give her the 
benefit of a tax credit that would cover 
about half the cost of providing decent 
day care for her child while she goes out 
and tries to provide for a better situa­
tion in life for both bP.rself and the 
child. 

Mr. TUNNEY. The S.enator from 
Louisiana is absolutely correct. 

I thank the senator from Louisiana for 
his efforts 1n perfecting this amendment. 
Over a period of years, the Senator from 
California has discussed this amendment 
with the Senator from Louisiana, and the 
thoughts of the Senator from Louisiana 
always have been very helpful. 

The tax credit incorporated in the 
amendment offered by the Senator from 
California is a result of the prescience 
and the understanding of the Senator 
from Louisiana. I deeply appreciate the 
suggestions that the Senator made, be­
cause I think they make it a better 
amendment. 

Mr. LONG. It reflects our mutual view 
that we should try to make honest en­
deavor, honest work, more attractive 
than welfare, 1f we can. 

Mr. TUNNEY. I agree wlth the 
Senator. 

Mr. CURTIS. Mr. President. will the 
Senator yield? 

Mr. TUNNEY. I yield. 
Mr. CURTIS. Is it not true that there 

is a provision in the code now for deduct­
ing child care exPenses for working 
mothers? 

Mr. TUNNEY. Yes, but it Is a personal 
deduction. It is not a business deduction, 
and tt cannot be used with the standard 
deduction. 

Mr. CURTIS. But anyone who item­
izes his deductions can get substantially 
the same benefit as would be included in 
the Senator's amendment. 

Mr. TUNNEY. Anyone who itemizes his 
deductions can do that. There are two 
changes necessary, however: allowing 
the use of the deduction with the stand­
ard deduction and providing a tax credit 

1n this amendment of up to $50 a month. 
Both changes would be of substantially 
greater benefit to the lower income tax­
payer than the deduction that is pres­
ently allowed. 

Mr. CURTIS. Does the Senator's 
amendment provide for a credit? 

Mr. TUm'!EY. Yes-or a deduction­
either one or the other. whichever the 
taxpayer elects to report and claim. 

Mr. CURTIS. How much of an ex­
penditure for child care does the tax­
payer have to have in order to get a 
credit of $50 a month? 

Mr. TUNNEY. It can be no more than 
$50, but it is one-half of the cost of the 
babysitter. 

Mr. CURTIS. I would raise a serious 
question about using a tax credit for this 
purpose. A tax credit is a special cate­
gory in which one just deducts a sum 
of money from the taxes owed. There are 
many worthy causes, many of them ex­
penditures. but we may not have any 
1·evenue left. 

I hope that the part of the amendment 
particularly relating to a tax credit will 
not be pushed by the Senator. 

It is one thing to give an added bene­
fit to the individual who takes a stand­
ard deduction, which there still might 
be some question about. But to make this 
a credit, I seriously question the wisdom 
of that. I hope that the Senator will re­
consider it. 

Mr. TUNNEY. The reason that the 
credit has appeal is that it helps those 
people most whom we would like to see 
have the greatest opportunity to go to 
work. These are the people who are pres­
ently on welfare or. who, under existing 
law, are not given any kind of encour­
agement to go to work. If there is a young 
child in the house, the cost of the baby­
sitter is sufiiciently high that it reduces 
the earned income of these people to the 
point that it is much better to sit at 
home and just draw welfare payments, 
rather than work. By giving this tax 
credit of up to $50 a month, what we are 
doing is encouraging such people to go 
to work. because they will have a very 
direct financial stimulus to do so. 

The PRESIDING OFFICER. The time 
has expired. 

Mr. LONG. Mr. Pl.·esident. I send to 
the desk an amendment. In the event 
the amendment of the Senator from 
California should be agreed to, I believe 
that this amendment will be needed to 
make it relate properly to the other sec­
tions in the bill. 

Mr. TUNNEY. I modify my amend­
ment to incorporate the language of the 
amendment offered by the Senato1· from 
Louisiana. 

The PRESIDING OFFICER. Is there 
objection to the modification? Without 
objection, the amendment 1s so modified. 

The clerk will state the modification. 
The assistant legislative clerk read as 

follows: 
On page 89, between lines 5 and 6, insert 

the following new paragraph: 
(1) Section 50A(a) (relating to de<ta-ml­

nation of amount of credit• Is amended by 
adding at the end thereof the following new 
paragraph: 

••(u) Limitation wlth respect to nonbusi­
ness el1gihle employees.-Notwlthsstancllng 

.til. 
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paragraph ( 1) , the credit all~wed by section 
40 with respect to federal welf~e recipient 
employment incentive expenses pa.id or in­
CUl''l'ed by the taxpayer during the taxable 
year to an eligible employee whose services 
are not performed in connection with a trade 
or business of the taxpayer shall not exceed 
$1,000." 

On page 89, line 6, strike out "(1)" and 
insert in lieu thereof" (2) ''. 

On page 89, line 20, strike out "(2)" and 
insert in lieu thereof " ( 3) ". 

On page 90, line 25, strike out "(3)" and 
insert in lieu thereof " ( 4) ". 

On page 91, nne 7, strike out "(4)" and 
lnsert in lieu thereof " ( 5) ". 

Mr. LONG. Mr. President, the amend­
ment that I have sent to the desk seeks 
to reconcile the Tunney amendment 
with the Talmadge amendment that is 
in the bill. In the event that someone 
is employed off the welfare rolls, it would 
provide a tax credit for employing some­
one from the welfare rolls. The Senator 
may not be familiar with that provi­
sion, but we do not want to have an 
unintended benefit; so the two sections 
should be considered together. 

Mr. TUNNEY. I thank the dis­
tinguished chairman. 

I wish to point out to my distinguished 
friend from Nebraska that the amend­
ment that I am offering-at least the 
part of it giving a business deduction 
for the cost of the babysitter-passed 
the Senate in November 1971 by a vote 
of 74 to 1. I offered it at that time. It 
was accepted again by the Senate by 
a vote of 71 to 8 as an amendment to 
H.R. 1 in 1972. So, this amendment has 
a good track record in the Senate, to say 
the least. 

Mr. CURTIS. Do I understand by 
that--

Mr. TUNNEY. I dare say-I cannot be 
sure-that if we look at the record, we 
will find that the Senator from Ne­
braska voted for it. 

Mr. CURTIS. All I gather from your 
argument is that it was such that they 
were unable to convince the conference. 

Mr. TUNNEY. It was a technicality. 
It was declared nongermane to the 
House bill; therefore, it was dropped. It 
was at the time that the House adopted 
those rules which made it impossible to 
put into a House bill any language that 
was not germane to the original House 
bill. So it got thrown out on a techni­
cality. 

But it has widespread support in the 
House as well as in the Senate, and I 
am sure that if the Senator from Ne­
braska thinks about it, he will see the 
wisdom of what I call a two-for-one ben­
efit. If we give the opportunity to a non­
working mother to go to work and give 
her the financial stimulus to do so, we 
then also hire a babysitter as well. So 
we get two for the price of one-two 
people employed for the price of one 
deduction. 

Mr. CURTIS. Will the Senator yield? 
Mr. TUNNEY. Yes. 
Mr. CURTIS. Did his previous amend­

ment have a credit? 
Mr. TUNNEY. No; the previous amend­

ment did not have a credit. The credit 
improves the amendment, in my view. 

· Mr. CURTIS. But not in the view of 
the Treasury. If we have enough c1·edits, 

- ~ - - ~ = - = -~- = 

there will not . .l;>e any j,ncpm~ for the 
Treasury. 

Mr. 'TUNNEY .. They will be paying 
taxes. The person, instead of being a tax 
gobbler, will be working generating in­
come and paying taxes. 

Mr. CURTIS. I am not too sure that 
when we count up everything that is in 
existing law and everything in this bill, 
someone in the circumstances the Sena­
tor describes is going to pay more than 
$600 a year taxes, and he wants to give 
him $600 a year credit. 

Mr. TUNNEY. We may be taking him 
off welfare. We have to count that, too. 
· Mr. CURTIS. And off the tax rolls. 

Mr. TUNNEY. A person on welfare is 
probably drawing $4,000 or $5,000 a 
year of tax money, so we must consider 
the savings from forgone welfare pay­
ments. 

Mr. CURTIS. We are giving them too 
much. 

Mr. LONG. Mr. President, how much 
time remains? 

Th·e PRESIDING OFFICER. There · is 
no time on the amendment. 

Mr. TUNNEY. Mr. President, I ask 
unanimous consent that the Senator 
from South Dakota <Mr. ABoUREZK), the 
Senator from Montana <Mr. METCALF), 
the Senator from Connecticut <Mr. Rrm­
coFF), and the Senator from Indiana 
<Mr. HARTKE) be added as cosponsors. 

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

Mr. LONG. Mr. P1·esident, under our 
unanimous-consent request, we will vote 
on that amendment after we vote on 
tha Hart amendment. Now, if there is 
another amendment which the Senator 
desires to discuss, we will discuss that 
one. 

AMENDMENT NO. 191 

The PRESID::LNG OFFICER. Under 
the previous order, the Chair now rec­
ognizes the Senator from New Mexico 
<Mr. DoMENICI) to call up an amend­
ment, with a time limitation of 15 min­
utes, 7% on a side. 

Mr. DOMENICI. Mr. President, I call 
up my amendment No. 191 and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk pro­
ceeded to read the amendment. 

Mr. DOMENICI. I ask unanimous con­
sent that further reading of the amend­
ment be dispensed with. 

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

The amendment is as follows: 
At the end of the last page, insert the 

folloWing Title entitled, "structural Energy 
Conservation Incentives." 

SECTION 1. (a) The Congress finds thaJt­
(1) present national energy sources are 

limited and the capacity of the nationalen­
ergy supply sylltem to meet future demand 
is threatened; 

(2) it is in the national interest to con• 
serve energy by moderating the demand for 
fossil fuels and by improving the efficiency 
with which such fuels are used; 

(3) significant energy savings for the Na­
tion and the consumer may be achieved by 
applying existing methods of energy -con­
servation to the thermal design of various 
residential units -and · 

(4) it is an· il:nportant national objective 
to encourage sound ·investment practices 
which improve the thermal design of various 

residential units and increase the use of 
·solar· energy in heating and cooling such 
units. 

(b) It is the purpose of this Act to estab­
!ish a system of income tax credits and in­
come tax · deductions in order to promote 
improvement of the thermal design of 
various residential units, and to promote the 
use of solar energy devices in residences. 
INCOME TAX CREDIT FOR CERTAIN EXPENDITURES 

RELATWG TO THERMAL DESIGN OF aESIDENCES 
SEc. 2. (a} Subpart A of part IV of sub­

chapter A of chapter 1 of the Internal Reve­
nue Code of 1954 (relating to credits against 
tax) is amended by redesignating section 42 
as section 43 and by inserting immediately 
after section 41 .the folloWing section: 
"SEC. 42. EXPENDITURES RELATING TO THER• 

MAL DESIGN OF TAXPAYER'S RES­
IDENCE. 

" (a) GENERAL RUL~.-:-There shall be al­
lowed as a credit against the tax imposed 
by this chapter- · 

"(1) an amount equal to the ordinary and 
necessary expel}ses paid by a taxpayer dm·­
ing the taxable year for the improvement 
of the thermal design of any residential 
units by that taxpayer through the pur­
chase of conventional materials or through 
the purchase of solar heating and cooling 
equipment; 

"(2) an aniount equal to the ordinary and 
necessary expenses paid by a taxpayer, in­
cluding a contractor, during the t:lxable year 
for the installation by that taxpayer, of in­
sulation· and caulking materials to the ex­
tent these materials exceed in the amount 
the specifications for such materl:lls in the 
Department of Housing and Urban Devel­
opment Minimum Property Standards, and 
storm windows, storm doors, and solar heat­
ing and cooling equipment, in any new 
residential unit; and 

" {3) an amount equal to the ordinary and 
necessary expenses paid by a taxpayer dur­
ing the taxable year for the improvement of 
the thermal design of any new or existing 
commerc~al building by that taxpayer 
through the purchase of conventional ma­
terials or through the purchase of solar 
heating and cooling equipment. 

"(b) GENERAL LIMITATION.-The credit 
allowed by subsection (a) (1) and (a) (2) 
shall be limited to--

"(A) 25 percent of any expense which 
qualifies for a deduction under section 220 
(a); and 

"(B) $1,000 for the period during which 
the provisions of this section are in effect, 
no more than $250 of which may be al­
lowed as a credit for the purchase of con­
ventional materials. 

"(2) The credit allowed by subsection (a) 
(3) shall be limited to (A) 25 percent of 
any expense which qualifies fer a deduction 
under section 220(a); and (B) $5,000 for 
the period during which the provisions o:r 
this section are in effect, no more than 
$1,000 of which may be allowed as a credit 
for the purchase of conventional materials. 

"(3) APPLICATION WITH O'l'HER CREDITS.­
The credit allowed by subsection (a) shall 
not exceed the amount of the tax imposed 
by this chapter for the taxable year re­
duced by the sum of the credits allowable 
under section 83 (relating to foreign tax 
credit}, section 35 (relating to partially tax­
exempt interest), section 37 (relating to re­
tirement income), section 38 (relating to in­
vestment 1n certain depreciable property) , 
and section 41 (relating to contributions to 
candidates for public office) . 

"(c) CARRYBACK AND CAIUtYOVEll OF UNUSED 
CaEorrs.-If the amount of the credit deter­
mined under subsection (a) for any tax­
able year exceeds the limitation provided by 
subsection (3) (2) for such taxable year 
(hereinafter in ·this subsection referred to 
as the 'unused credit year'), such excess 
shall be-
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"'(1) a credit carryback to any taxable 

year-
"(A) during which the provisions of this 

section are in effect; and 
"(B) which precedes the unused credit 

year; and 
"(2) a credit carryover to each of the 4 

taxable years following the unused credit 
year. 

" (d) DEFINITIONS.-
"(1) CONVENTIONAL MATERIALS.-For pur­

poses of this section, the term 'conventional 
matel"ials' includes caulking materials and 
insulation, storm windows, storm doors, and 
such other materials as so defined by the 
secretary of the Treasury, in cooperation 
with -the Federal Energy Administrator and 
the Secretary of BUD. 

"(2) SOLAR HEATING AND COOLING EQUIP• 
MENT.-For purposes of this section, the 
term •solar heating and cooling equipment' 
means any solar heating and cooling equip­
ment, solar electric generation devices and 
solar energy assisted heat pumps, which: 

"(A) meete the definitive performance cri­
teria prescribed by the Secretary of HUD 
under section 8 of the Solar Heat ing and 
Cooling Demonstration Act of 1974 (Pttblic 
Law 93-409; 88 Stat. 1073) ."; of which 

"(B) meets adequately definitive penorm­
ance criteria t<' be certified a.oceptable for 
receipt of a tax credit or deduction by the 
Secretary of the Treasury in cooperation with 
the secretary of HUD. The secretary of the 
Treasury shall take such appropri'<\te actions 
to accelerate the development of "adequately 
definitive" performance criteria to allow cer­
tification of such equipment by not lat er 
than 180 days following enactment. 

"(3) For purposes of this section the term 
'residential units' shall include single family 
units and individual residental uni"ta within 
a multi-family structure. 

(b) The table of sections for such subpart 
A is amended by strlldng out the item re­
lating to section 42 and inserting in l!leu 
thereof the followng new iteiUS: 
"Sec. 42. Expenditures relating to thermal 

design of taxpayer's residence. 
••sec. 43. Overpayments of tax.". 
INCOME TAX DEDUCTION FOR CERTAIN EXPENDI• 

TUBES RELATING TO THERMAL DESIGN OF RES• 
IDENCES 

SEC. 3. (a) Part VII of subchapter B of 
chapter 1 of the Internal Revenue Code ot 
1954 (relating to additional itemized deduc­
tioll8 for individuals) Js amended by redes­
ignating section 220 as section 221, and by 
inserting immediately atter section 219 the 
following new section: 
"SEC. 220. ExPENDITURES RELATING TO THER• 

MAL DESIGN OF TAXPAYER'S RES• 
IDENCE 

.. (a) GENERAL RULE.-Thexe shall be al­
lowed as a deduction, 

" ( 1) the ordinary and necessary expenses 
paid by a taxpayer during the taxable year 
for the improvement o! the thermal design 
of any residential units by that taxpayer, 
through the purch'<\se of conventional ma­
terials (as defined by section 42(d) (1)) or 
through th~ purchase of solar heating and 
cooling equipment (as defined by section 42 
(d) (2)) and; 

"(2) an amount equal to the ordinary and 
necessary expenses palid by a taxpayer, in­
cluding a contractor, during the taxable year 
for the installation by that taxpayer of in· 
sulat ion and caulking materials to the ex­
tent these materials exceed in the amount 
t he specifications for such materials in the 
Department of Housing and Urban Develop­
ment Minimum Property Standards, and 
storm windows, storm doors, and solar heat· 
!l.ng and cooling equipment, in any new resi­
dential unlt. 

"(b) LIMITATION .-The deduction allowed 
b y subsection (a) shall be limited to $4,000 

for the period during which the provisions 
of this section are in effect, no more than 
$1,000 of which may be allowed as a deduc• 
tion for the purchase of conventional 
materials. 

"(c) ELECTION TO TAKE CREDrr IN LIEu o• 
DEDucTioN.-Thls section shall not apply in 
the case of any taxpayer who, for the tax­
able year, elects to take the credit against 
tax provided by section 42 (relating to credit 
against tax for expenditures relating to ther­
mal design of taxpayer's residence) • Such 
election shall be made in such manner and 
at such time a-s the Secretary or his delegate 
shall prescribe by regulations.". 

"(d) The table of sections for such part 
VII is amended by striking out the item-re­
lating to section 219 and by inserting in lieu 
thereof the following new items: 
''SEc. 220. Expenditures re181ting to thermal 

design or taxpayer's residence. 
"~ec. 221. Cross referen9es.". 

REPORT 
(a) The Secretary of the Treasury or his 

delegate shall prepare an annual report in 
consultation with the Administrator of the 
Federal Energy Administration. Such report 
shall be transmitted to the Congress not 
later than September 15 of each year, be­
ginning with 1976, and shall include: 

(1) information with respect to the num­
ber and amounts of credits and deductions 
taken under the amendments made by the 
foregoing provisions of this Act; (2) the 
nature of thermal design improvements made 
by taxpayers with respect to their principle 
residences; (3) the geographical areas of the 
United States in which such residences were 
located; 

(b) The Administrator of the Federal 
Energy Administration, 1n consultation with 
the Secretary of the Treasury, shall-

( 1) prepare an analysis of the energy sav­
ings achieved through operation of such 
amendments; 

(2) coordinate all Federal studies of incen­
tives to conserve energy or increase the de­
velopment of ~uch clean and renewable 
energy resources as, but not limited to, solar 
energy policy and program recommendations 
on additions or changes to the Federal Energy 
Incentives Program (including the tax t:redit 
and tax deduction amendments); and 

(3) submit interim reports in conjunction 
with the report of Section 4 (a), including 
findings on energy savings and on recommen· 
dations for incentives modifications. 

(c) The Secretary ot the Treasury shall 
prepare guidelines relating to Sec. 42(d) 
above and submit these to Congress for ap· 
proval within 90 days following enactment 
of this legislation. 

TECHNICAL AMENDMENTS 
SEc. 5. (a) Section 56( a) (2) (A) of the In­

ternal Revenue Code of 1954 (relating to 
imposition of minimum tax) is amended­

(1) in clause (iv) thereof, by striking out 
"and"; and 

(2) by adding at the end t hereof the fol­
lowing new clause: 

"(vi) section 42 (relating to expenditures 
relating to thermal design of taxpayer's resi­
dence) ; and". 

(b) Section 6096(b) of the Internal Reve­
nue Code of 1954 (relating to income tax lia­
bility) is amended by striking out "and 41" 
and inserting in lieu thereof "41, and 42". 

EFFECTIVE DATE 
SEC. 6. The amendment s made by the fore­

going provisions of this Act shall apply to 
expenses incurred during taxable years be­
ginning after December 31, 1974, and ending 
before January 1, 1980. Such amendments 
shall terminate at the close of December 31, 
1979, except that taxpayers may continue 
to take credit carryovers as provided by 
section 42(d) (2) of the Internal Revenue 
Code of 1954 (relating to carryback and 

carryover of unused credit), as enacted by 
Section 2 (a) of this Act. 

Mr. DOMENICI. Mr. President, I offer 
this amendment in behalf of myself, Sen-. 
ators HUMPHREY, FANNIN, TuNNEY, PELL, 
and GARY W. HART. I yield myself 3% 
minutes. 

Mr. President, this amendment is one 
that I probably would not have offered 
1f we were considering solely a tax re­
duction and tax rebate bill. But it seems 
to me that, since we have entered other 
areas, this one is a most significant and 
important amendment. This amendment, 
basically, is one that will do three things, 
all of which are needed today. 

First, it will put into place some new· 
incentives for residences, new and old, 
and commercial establishments new and 
old, to insulate either the homes or the 
commercial premises, and it will en­
courage that this be done. It is estimated 
that during the 4-year life of this bill, 
as far as residences in America, new and 
old, this will effect a savings of at least 
250,000 barrels of oil or its equivalent 
per day. 

It will cost approximately $700 million 
1f in fact the entire program is accepted 
by the American people. There is no ques­
tion but that the conversion aspect is rec­
ommended by everyone that has looked 
at America's needs. The President, in his 
state of the Union message, specifically 
refened to it. The congressional program 
on economic recovery and· energy suffi­
ciency directly recommended this ap­
proach. So as·to that aspect it is absolute­
ly certain that" we mu8t do this in our 
country. 

Second, thei·e is no question but that 
this would stimulate substantial employ­
ment. We do not know precisely how 
much, but certainly it would stimulate 
the presently depressed construction 
hldUStl'Y. 

Third, 1n the area of ~OlRl' energy or 
new technology, this particular proposal 
would .encourage alternate uses of new 
technology and give a credit for those 
who would seek to use the same. 

Mr. GARY W. HART. Mr. President, 
may we have order? 

The PRESIDING OFFICER. The Sen­
ate will be in order. Senators will take 
their seats • 

Mr. DOMENICI. I thank the Senator 
from Colorado. 

There is no question but that solar 
energy for residential and commercial 
use is out and ready to be used. What 
we are trying to do with this bill is 
promote its use by giving appropriate 
tax relief to those who would use it, not 
by way of a bonanza, but rather by way 
of making it economical for them to do 
it. 

We think this amendment would en­
courage it, and we also have reason to 
believe, f1·om those who manufacture 
the apparatus and equipment for solar 
energy, that it would, in a few short 
years, bring the cost of solar ene1·gy to 
be used both in residences and 1n com­
mercial establishments down substan· 
tially. 

It is estimated that if this bill was 1n 
place, that kind of applied technology 

' 
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would be reduced in cost for the con­
sumer by about one-third of its present 
cost, which is basically a demand and 
supply sort of cost. 

I will summarize again, because we do 
not have much time. 

Basically, this amendment would ap­
ply to both new and old houses in 
America. For those that are going to be 
constructed brand new. we will still al­
low some incentive if in fact the builder 
or the owner insists on maximum in­
sulation standards ·rather than mini­
mum. Both of these are defined by BUD 
today, and the difference in cost be­
tween the minimum and maximum is 
that to which the credit and deduction 
would apply. 

For old homes, the1·e is presently a 
HUD criterion for what is adequate in­
sulation, and there again, for those who 
would want to do this to their homes, 
that is, install storm windows, insula­
tion, and the like, there will be a cri­
terion to be followed in terms of their 
getting adequate insulation into old 
homes. 

Likewise in the area of solar energy, 
as a result of the Solar Demonstration 
Act, there are in existence, in place in 
HUD, known criteria that can be applied 
by IRS to determine whether or not ap­
propriate new technology is being ap­
plied. 

Mr. GARY W. HART. Mr. President, 
will the Senator yield for a question? 

Mr. DOMENICI. I am delighted to 
yield to the Senator from Colorado. 

Mr. GARYW. HART. The Senator has 
implied, in connection with the solar 
energy portion of his amendment, that 
he felt it preferable that it be applied 
to this measure .. the tax rebate bill, rather 
than for the Senate to proceed through 
the normal process with legislation, with 
hearings, debate, and discussion at the 
committee level on the solar ene1·gy por­
tion of the bill. 

I have a personal interest here. I have 
a bill presently working its way through 
which is very similar to the proposal sug­
gested by the Senator from New Mexico. 
Mine would provide for a loan program 
for solar units, whereas, as I understand, 
this measure is a tax incentive or tax 
reduction provision. 

These two measures seem to me to be 
very close together, and I question the 
wisdom of taking this step right now. 

Mr. DOMENICI. I might say to the 
Senator from Colorado that I have seen 
his bill, and indeed it is an excellent bill, 
and contains features very similar to this. 

We have had formal hearings last year 
in both the Commerce and Space Com­
mittees, which have demonstrated the 
need. There is a demonstration bill in 
place which establishes the criteria; and, 
as I said in my opening remarks, if this 
bill was not becoming a tax incentive 
as well as a tax reduction kind of a bill, 
a bill with a lot of matters other than 
tax reductions and rebates, I would not 
offer it here. But it seems to me that 
since this is the kind of a bill that it is, 
we ought right now to put in the one 
aspect that everyone agrees upon, which 
is that insulation and solar technology 
ought to be stimulated in the American 
market for their energy-saving capacity 
and employment potential; and certainly 

- - -- -

the tax incentive approach will cause 
that to happen. 

I think, on instances when Senators 
have occasion to talk to average citizens, 
they will usually say,, "We would like to 
insulate our home and save energy, and 
if we got a bit of a break we would do it." 

This will permit $1,000 to be spent with 
tax relief for various expenditures in that 
field of insulation. 

Mr. LONG. Mr. President, I yield 
3 minutes to the distinguished senior 
Senator from Colorado. 

Mr. HASKELL. Mr. President, I would 
like to state my reasons bl'iefiy for 
opposing this proposal. The ends sought 
are justifiable, but the Senator from New 
Mexico is having the Federal Govern­
ment subsidize only people who pay 
taxes. There are a lot of people with 
many children, who may be working very 
hard, who may even have eight children, 
and not even be paying taxes. If we 
are going to subsidize people-and this 
is a worthy end-I think we ought to 
subsidize everyone across the board, and 
I think it ought to be done after hear­
ings. 

My colleague from Colorado has a Vel'Y 
meritorious bill, which would -provide for 
loans. Perhaps the committee after hear­
ings would include provisions for both 
loans and direct subsidies; I do not know. 
But I am just mentioning to my friend 
that I think that is the way we ought to 
go, rather than subsidizing some of the 
people in this coWltry. 

I thank the Senator. 
Mr. LONG. Mr. President, undoubtedly 

the Senate will do something in this 
area. As the Senator from Colorado 
pointed out, it would be well that we 
study the matter in greater depth and 
consider the alternatives before we 
decide which program to adopt. 

I think I should advise the Senate that 
this amendment could increase the tax 
reduction of the bill by as much as. an­
other blllion dollars. Senators will want 
to think about that in connection with 
how much ove1·a11 tax reduction they 
want to vote. 

We have added some revenue to the 
bill. The Hartke amendments. for ex­
ample, would bring in another $1,600,-
000,000 or possibly more if agreed to in 
conference. I think I should point out 
that the revenue gains have been offset 
by the additional tax loss by a lot more 
than we would pick up. Senators may 
well want to carefully consider how much 
they want to load this bill down with 
amendments that increase it cost. 

Personally, I think we would be justi­
fied in a tax cut bill of about $31 billion, 
but I am not sure the Senate wants to go 
that far. If this is added to the bill, I 
will offer a motion at some point to strike 
from the bill some portions of that 
which is already in it, to try to help con­
tain the cost. 

If anyone else desires to speak in op­
position I will be glad to yield time. 

Mr. DOMENICI. I did not hear the 
Senator. 

Mr. LONG. The manager of the bill 
has control of time in -opposition to the 
amendment, and I am. offering to yield 
time to anyone who· wishes to speak 
against the amendment. 

If not. I reserve the remaindel' of my 
time. 

Mr. DOMENICI. I yield a minute and 
a half to the Senator from Arizona. 

Mr. FANNIN. Mr. President, I com· 
mend my distinguished colleague from 
New Mexico and the well-known Senator 
from Minnesota for their interest in 
energy conservation. 

If we are truly seeking the capability 
of energy self -sufficiency, then energy 
conservation will play a major role in 
attaining that goal. This amendment 
will provide the required economic in­
centive for individuals to improve the 
thermal efficiency of their homes and 
commercial buildings through conven­
tional means or by application of a solar 
heating and cooling system. My State of 
Arizona with its shortage of natural gas 
must find new sources of ene1·gy. 

In the a1·ea. of solar development. this 
incentive is crucial. Last session we 
passed major solar research legislation. 
And we are hopeful that these new pub­
lic laws will bring solar energy use into 
commercial competition with conven­
tional energy sources very soon. But cer· 
tain technologies are ready to be mar­
keted. The barrier to the use of these 
available solar heating and cooling sys­
tems is the high initial cost of applica­
tion. Though once in place, solar devices 
would save a homeowner hundreds of 
dollars in fuel costs, it is the estimated 
$3,000 to $8,000 cost of a solar system 
which discourages its use. 

The National Science Foundation has 
recently collected applications for a 
study of the incentives and barriers to 
the widespread use of .solar energy. Such 
a project Will open our eyes to many 
problems, and I know it will guide us 
toward the necessary remedies. But as I 
mentioned earlier, we are already aware 
of the major economic barrier to in­
creased solar use. That is one reason for 
this amendment. If we adopt our pro­
posal, taxpayers could at least receive 
tax credit fox 25 percent of their ex­
penses on a solar system, up to $1,000 for 
homes.. or $5,000 for large commercial 
buildings. 

I feel it was particularly important 
that we extend this privilege to owners of 
commercial buildings. In many cases, 
retrofitting of systems to existing com­
mercial buildings is a.- most efficient use 
of solar energy and it is often more 
easily accomplished than retrofitting a 
residence, where it is harder to avoid 
visual distractions with a retrofit sys­
tem. Additionally, businesses may be bet­
ter able to bear the current expense of a 
solar heating and cooling system than an 
individual homeowner. 

Mr. President, the Federal Energy 
Administration has often pointed out 
that we waste a high percentage of en­
ergy in this country-through inefficient 
conversion, misplaced use priorities and 
poor insulation of buildings. Here is our 
chance to recover some of that wasted 
and much-needed energy for other uses. 

The Treasury will lose a certain 
amount of tax money by this measure. 
If we reach the target of the Energy Re­
search and Development Administra­
tion-that is for 1 percent of all housing 
starts to carry solar devices by 1980-
the Treasury would lose $12.5 million 

I 

j 
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a1mually from this allowable credit. 
Coupled with the use of conventional 
thermal e:tnciency methods, this cost 
would probably increase to between 
$700-$800 million per year. But this esti­
mate seems small when compared to the 
billions of dollars we are exporting to 
oil-producing countries. 

But this low percentage of the cost of 
improvements will be lost to the Treas­
ury only once. Meanwhile, with these 
improvements in effect during the com­
ing years we will save more and more of 
the $70 million we are daily spending on 
imported energy. In addition, individual 
taxpayers will reap high savings yea1· 
after year on fuel and utility expenses. 

So this amendment accomplishes a 
great deal-energy conservation, the in­
creased use of solar heating and cooling 
systems, the reduction of ow· foreign oil 
dependence, an increase in jobs within 
the solar and thermal efficiency indus­
tries and a great reduction in consumer 
costs. 

I have added to the amendment of the 
distinguished Senator from New Mexico 
and the distinguished Senator from 
Minnesota the commercial portion of 
the bill because I feel that here we have 
a chance to level out the peak electricial 
loads which have caused the utilities so 
much di:tnculty in delivering adequate 
services. About 25 percent of the utilities' 
capital investment is involved in that 
peak load, and that is a very serious 
problem for them. 

How can they do that? Well, by using 
the sun, solar energy, to accomplish that 
objective. 

For water heating it is a very simple 
matter. For home heating, too, it can be 
utilized in the State of the distinguish­
ed Senator from Colorado and the State 
of the Senator from New Mexico where 
they are doing that. This is a mass cover­
age immediately in order that we can 
get this going, and get it producing at 
once a savings in electrical power and 
other fuels. I feel that if we can accom­
plish this it will go far toward leveling 
out that load about which we are talking. 

Now, also this amendment would en­
courage g1·owth in this area in the 
future because success breeds success. 
When people begin installing solar heat­
ing and cooling equipment as a result of 
this incentive then others will become 
interested. We already have commercial 
buildings around the country that are 
being·heated with solar energy, but this 
is not true on a mass scale. 

By utilizing this tax incentive, people 
will look into it, investigate it. 

So I commend the Senator from New 
Mexico for this foresight in utilizing this 
particular amendment to accomplish 
that objective. 

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

Mr. FANNIN. The Senator from New 
Mexico has the floor. 

Mr. DOMENICI. I yield. 
Mr. McCLURE. I wanted to commend 

the Senator from Arizona, who is a real 
leader and who has been a leader in the 
field of solar energy, and the Senator 
from New Mexico for offering his amend­
ment. 

I wish to point out that the Senator 
from Louisiana has indicated that 1t 

might cost as much as $1 billion a year 
in tax revenue in the life of the exemp­
tion or the tax allowance that is provided 
for here, and that that would be matched 
by a savings of $1 billion a year of energy 
for 30 years, not the 4 years' time. 

The PRESIDING OFFICER. The time 
has expired on the amendment. 

Mr. DOMENICI. Mr. President, I ask 
for the yeas and the nays. 

The PRESIDING OFFICER. Is there 
a su:tncient second? There is a sufficient 
second. 

The yeas and the nays were ordered. 
Mr. HUMPHREY. Mr. President, I am 

pleased to be the principal cosponsor of 
this amendment to the tax cut bill offered 
by Senator DoMENICI. The amendment 
will provide temporary tax incentives for 
installing adequate home insulation in 
any residential or multifamily structure. 

The amendment is designed to stimu­
late voluntary energy conservation. 
Using data from the Federal Energy Ad­
ministration, the Joint Economic Com­
mittee's staff estimates that this amend­
ment will yield energy savings equal to 
250,000 barrels of oil daily, or a reduc­
tion in energy costs to this country and 
its consumers of a minimum of $20 bil­
lion over the effective 20-year life of 
these incentives. 

This amendment will also give any tax­
payer the option of taking a tax credit 
or a tax deduction for the cost of pw·­
chasing and installing storm windows 
and doors, wall and roof insulation and 
for caulking around windows, the roof, 
doors and so on. The tax credit is set at 
25 percent and can·ies a maximum ceil­
ing of $250. Both the credit and the de­
duction are designed to stimulate energy 
conservation, now, because they will be 
available only through 1979. They ar·e 
temporary and will yield benefits im­
mediately-benefits which will, however, 
yield energy savings for up to 30 years. 

All residential structures-new and 
old-single family, duplex, and multi­
family apartments-are eligible. 

Also, and perhaps, most important, 
temporary tax credits or tax deductions 
are created by this amendment for the 
cost of installing solar heating or cooling 
systems, for residential solar electric 
generation devices and for installation 
of solar energy-assisted heat pumps in 
new and existing residences. You know 
of my interest in solar energy, an inter­
est shared I'm glad to say by many of my 
colleagues. These incentives, which also 
expire at the end of 1979, will be a giant 
step toward the development and cer­
tification of sound solar energy devices 
by creating incentives for a ready-made 
market for such devices. 

The amendment is straightforward. It 
is necessary. And it embodies an energy 
conservation concept which has received 
essentially unanimous endorsement. It 
is quite similar to title m of s. 1149-
the National Energy Conservation Act of 
1975 which I have introduced and which 
Senator JAcKsoN cosponsored. It is quite 
similar to S. 166 introduced by Senator 
DOMENICI with eight cosponsors-in­
cluding myself-on January 16. Finally, 
it is similar to the proposals in the Ford 
Foundation's energy study, in the FEA's 
Project Independence Blueprint, and in 
the President's state of the Union mes­
sage. 

. 

Of great concern to me and to my col­
leagues is the tax loss we can anticipate 
should this amendment be enacted. The 
Federal Energy Administration has 
quickly developed data in this 1·egard 
forme. 

I ask unanimous consent that corre­
spondence summarizing revenue loss 
estimates from Ms. Maxine Savitz, Di­
rector of the FEA's Building Policy Re­
search Section be printed at this point in 
the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

FEDERAL ENERGY ADMINISTRATION, 
Washington, D.C., Mar ch 14, 1975. 

Mr. GEORGE TYLER, 
Joint Economic Committee, 
New Senate Office Bui lding, 
Washington, D.C. 

DEAR GEORGE: The following is informa• 
tion discussed in our telephone conversa­
tion yesterday regarding tax credits for resi­
dent ial and commercial buildings. 

1. The enclosed fact sheet (Table A) indi­
cates the actions and their costs for retro­
fit ting single family dwellings. If the average 
homeowner would invest about $300, a 15% 
tax credit would cost the Treasury $225 mil­
lion per year if 5 million homeowners took 
advantage of it. 

Table B offers an additional approach. The 
t ype of retrofit action, how many a.ctions 
would o~cur and their cost for single family; 
two fam1ly and multi-family units per year 
is shown. The cost to the Government can be 
obtained by taking the amount of tax credit 
as a function of the total spending. For ex­
ample, 15 percent tax credit would cost the 
Government: 

(.15) (1770M) = $265M for single family 
units; 

(.15) (89M) =$14-M for multi-family units. 
and 

l.15) (89M) =$14M for multi-family unit. 
2. If the credit were to be applied to new 

housing, the increase in construction costs 
might be close to $1,000 in areas with storm 
doors and windows and $200 where just in­
sulation was required. If one assumes hal! 
the new starts are in areas which require 
storm windows and doors_ a.nd 1 mlllion starts 
a year; 

(a) 500,000 homes at $1000 investment­
$150 ·credit would· cost tlle Government 
$75M; 

(b) 500,000 h~mes .at $200 investment (in· 
sulation only) . would cost the Government 
$15M. · : 

As I mentioned, I . do not think that the 
credit should apply to new construction. 
HUD/FHA recently (Nov. 22, 1974) promul­
gated new thermal minimum property 
standards (MPS}. These require certain levels 
of insulation, windows and door protection. 
The levels vary across the country depending 
on the severity of winter or summer weather. 
The MPS have been used twice in the past 
five years to reflect rising costs of home heat­
ing and cooling. Recent calculations for us 
by John Moyers, Oak Ridge National Labol·a­
tory, indicate that in a city such as Seattle 
the standard would raise the cost of construc­
tion by $1129.74. At 9% mortgage rate, 2.5% 
higher property tax and 0.4% higher insur­
ance costs, this increase would mean a net 
increase of $114.75 in yearly payment. For a 
home with gas heat and electric air condi­
tioning, the annual savings would be $176.55 
for heating and $1.18 for cooling; net yearly 
savings of $62.98. Thus, the new home buyer 
is already getting a cost effective brea.k on 
his energy savings. 

3. Table C discusses two alternatives for 
the commercial sector: a 15 percent tax 
credit for commercial building retrofit and 
accelerated depreciation tax incentive for 
commercial build~ng retrofit • 

' 
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4. The- following indicates solar market 

penetration projections. 
a. Project Independence Sola.r Task Force 

Report, p. n-12-33. 

ACCELERATED. PROGRAM ($11 OIL, R.D. & D., ETC.) 

Hot water only ___ ________ _ 
Spac& beatina and hot 

water_----------------Air-conditioning._ ______ __ __ 
TotaL ____________ 

1910 
(thousands) 

1990 
(thousands) 

Resi- Com- Resl- Com-
dentw mercia! dential mercial 

13.7 1.4 137. 0 14.0 

45.0 5.2 68.0 42.0 
5.1 3.4 33.0 27.0 

64.5 17.0 238.0 153.0 

b. Dra.ft of ERDA Interagency Task Force 
Report on Solar Heating and Cooling, March 
1975. 

1. Solar energy system in at least 1 per­
cent of annual building starts by 1980; 
10 pereent by 1985. 

2. Annual 1n8tallatlon of retrofit solar 
energy systems ln 2,500 residential buildings 
and on 200 commercial buildings by 1980. 

3. Annual lnstanation of retrofit solar 
energy systems on 25,000 residential build­
ing& and on 1,000 commercial buildings by 
1985. 

c. Solar electrical generation by 1980-­
none. U you need any additional informa­
tion, please contaet me. 

Sincerely, 
MAxiNE SAVITZ, 

DirectOT, Bu ildings Policy Research. 

[FACT SHEET] 
THERMALLY INADEQUATE HOMES 

There are 48 million single family dwelling 
units as of 12/31/74. 

13 mllllon have adequate protection or are 
in climates where insulation or other retro1lt 
won'tpay1 

5 million are occupied by the poor• 
Of the 35 million remaining homes: 
17 mlllion need ceiling insulation a; 
10 mlllion need storm doors and windows 4; 
20 mlllion need clack thermostats s; 
20 million need caulking and weather­

strtpplngs.• 
Another way of looking at it-who w111 

do it? 

Esti-
Per mated 

year actual (Mil-
mil- 1974 nons) 

lions of retro- cost per Total 
Action actions fit • ac:tioll' cost 

Ceiling insufation _________ 3.0 o. 7 $200 $600 
Storms (12 windows, 2 

c•::~t>eriliosiiiS~~======= 2.0 .5 450 900 
1.0 .06 70 70 

Caul~in~ and weather 

o:::~~~-:::::::::::::: 2.0 NA 50 100 
1.0 NA 100 100 

TotaL _____________ 
I 9. 0 -···-----------· 1,270 

7 NBS estimates. 
• These actions would occur In approximately 6,000,000 homes 

lor an approximata average cost per dwelling unit $300. 

1 Based upon today's energy prices (which 
justify a doubling of the current FHA stand­
ard), we estimate that only 10~ of the 
32 million homes above 2500 degree days 

In the 5 year program, we have- assumed 
5 mllllon home~ wo"Qld be retrofit the first 
and second year and 6 million each year 
thereafter-e. total of 28 million homes-or 
80 percent at a weighted average cost. of $300/ 
home. 

5 m1111on homes at $300 at a 15 percent 
tax credit equals $225 million per year. 

The 15 percent tax credit wm cause roughly 
twice as many people to take some retrofit 
action !or a net savings of 250,000 barrels 
per day by 1980. 

Why? 
15 percent communicates that. Government 

thinks It's a good thing and wants to help; 
Elasticity 1s onl-y a minor factor~ 
Virtually an consumer expenditures. are 

cost effective with or without tax credit. 
Government costs are $1,26(} blllion to 

save 250,000 barrels per day, or $1.0 b1111on 
per year, or 1.26 year pay back. · 

(FHA dividing line) and 60% of the balance 
are adequately insulated (3.2+9.6=12.8). 

11 Washington Center for Metropolitan 
Studies Report. 

a Market study by Owens-Corning Fiber­
glass (homes with 3 .. or less). Industry 
capacity is estimated at a-4 mmlon per year. 

£ Owens-Corning insulation study and 
Washington Center data (9 mfiilon homes 
With no protection in North) . 

5 Indequate data available. Estimate is 
based upon other figures. 

• Owens-Corning data. 

TYPICAL SAVINGS AND EXPECTED ACTIVITY FOR VARIOUS RETROFIT ACTIONS (I-FAMILY HOMES) 

Retrofit action Cost per unit 
Minimum number of units 
poorly protected 

Expected yearly appropriation Btu per year saved per 
for tax credit unit (millions) 

Dollars saved Pa}baek 
per action • period (years) 

~s~:.~::::::::::::::::::~~~:~: i~ ~:~ ~~::::::::::: ~t=:=:~~:~::::~:::::::::: ¥~C-::::::::;:::::::::: ~g g: ~~===========~ 
SWill windows..--------------------- $30 per wmdow _________ 70,000,000 wmdows m north ____ 25,w0,000 (includln& replace- 2.2 per wmdow _________ _ 

$85.10 
}4,40 
5.46 

2.3 
&..7 
5.5 

ments). 
Storm doors·------- ------------------- $75 per door __________ 25,000,.000 In north ____________ 4,000,000 (iACiudin& replace- 1 per door ____________ ..; ~4& 

Clack tbermestals---------------------- $70 per home ___________ Not available _________________ 1,:3,=t ____________________ 15 per home ___________ .; 37.20 
30.0 

1.9 zo tauiiUAg and weathustripping ____________ $50 per ho '----------- 20,000.,000 ____________________ 2,000,000 ________________ Subslalltial but lndeter- ------------
minate. 

1 Computed at an average national cost of $2,480,000 Btu, weighted 60-percent g_as, 30-pereent oil, !~percent electricity. 

RESPONSES. WHICH QUALIFY FOR CREDIT 

3 units or 
Single 2 units mOJe 

Mit- Mil- Mil-
lions Cost lions Cost lions Cost 

per per per per par per 
year •nit year unit year unit 

teifint ________ ..: 3 $20G 0.15 $125 0.5 $50 SWJRs ________ 
2 450 .10 30() .2 160 CJecks_ _____ ...;. 
l 10 .05 10 .1 70 

CattJk OJ 
2 50 .10 40 .5 50 weatherstrip __ Other _________ 1 100 .OS" 75 -------------

Totalspend-
:u\r~ ($M>-------t. 11a _______ .; 6o _____ .;;;: as 

COST OF POSSIBLE RETROFIT ACTIONS FOB. TYPlCAL UNITS 

Single 2 units 
3 or more 
units 

CeiUng insula- $ZOIL----- $125.. _____ $50/unit. 
tion. Wa insulatioa.. $750 _________ $4()0 _______ _ 

Stor111 windows.. $30/Wi __ $30 · _ $40/'trin • 
Storm doors.. __ $SO/door _____ $50/door ____ $50~ if door to 

outside. 
Cl=~ $70~----- $70/lmiL ___ $70-= 

possiblL 
Ca=~nd $50/uniL;. -:: . $4 /In • .:.-:. ~/VniL ...... 

TAX INCENTIVES To STDrroLATB EN!:aGY COif• 
SERVATION IN EXISTING COllrtMEBCIAL 
BUILDINGS 

Background 
The eommerelal sector currently consumes 

about 10% of total U.S. energy. 
There are approximately 24 bllllon square 

:teet of space 1n the sector. 'Ib.e number of 
buildings 1.s not known, but 1s estimated at 
one million. 

Net space additions are projected to aver­
age 4.1 percent annually. 

Energy consumption, without conservation, 
1s projected to increase 4.0 percent annually. 

Total energy use within the sector Is esti­
mated as. 

Pa'Cenf Space heating ________________________ 41.2 

Lighting ----------------------- 23.1 
Air Conditioning___________________ a. 1 

Renigeratlon ---------------------- 6. 9 
Other ------------------------------- 20.7 

There are currently no federal Incentives 
for commercial retrofit action; passage of the 
proposed 12 percent investment tax ered.lt­
if it. does not. apply to rebo:ft.~ have a 
nega.ttve impact on conservation actkma &tnee 
other in-vestment alternatives Wl1l yield a 
higher return. 

Potent.Sal retro:ft.t actions center on four 
ma.1n posslbnittes. 

Action, and average potential savings 

Percent 
1. Installation of insulating glass, storm 

windows and/or doors_______________ 11 
2. Increased wall and celling insulation__ 5 
S. Improved weatherstripping and caulk-ing __________________________________ 7 

4. Adoption of existing hea.t recovery 
technology -------------------------- 3 

In effect. a buildiJlg 1mplementatlng all 
four retrofit actions would save about 25 
percent. 

There are sign11lcant constraints that will 
prevent substantial adoption of certa.ln ret­
rofit options. These Include building de­
sign, nature of existing windows. cloors, 
walls. and roof, and HVAC system. Possible 
constraints also exist in supplying indus­
tries. Finally, some buildings eunently are 
built including these potential retrofit 
measures. 

Estimates of maximum penetration of t.he 
four potential retrofit alternaUves, by 1980, 
are: 

Percent 
Insulating glass~ storm wlndows, &. doons... 6 
Wall and eeutna 1D&ula\lon.. ________ 15 
Wea.tber atrtppq an4 eaundng _ 'i5 
Improved HVAO technology __________ 10 
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.Taz- fncenttves 

There are two basic alternatives: 
1. A 15 percent tax credit, applying to cer­

tified energy conserving retrofit actions ln 
commercial buildings. The credit would be 
limited to 5 years and limited to a. maximum 
of $3,000 per structure. . 

2. Allowing the costs of certified energy 
conserving retrofit actions to be depreciated 
or· amortized over a 6-yea.r period. The net 
effect 1s to lower a building owner's federal 
taxes by the dUference between this accel­
erated a.m<>rt12latton and what would nor­
mally occur. 

Ample precedent exists for either alter­
native. 

The two alternatives have differing energy 
and economic impacts. 

Alternative 

15 pm:ent Accelerated 
tax credit depreciation 

Energy savlng(19IO): 
10 120 BTU (1012) ______________ ~ 

Oil imports (barrels per 
34,000 51,000 day)_----------------~ 

Lost Treasury revenues I (an· 
$40 $42 nual millions)_-------------

5-yr total \millions) ____ ------- $200 $210 
Consumer savings: 1980 (mU-

160 $240 ftons) _______ -------- -----~ 
Benefit/cost ratio: (Consumer 

savings, 1980 divided by an· 
4.0 5.7 nuallost Treasury recaipts) _. 

1 These Treasury revenues are not lost, merely deferr~d. If 
reinvested, it can be <trgued that Treasury rtvenues will be 
increas~d in the longrun. 

Neither alternative adds significant costs 
or admlnistrative burdens to Federal, State, 
or local gt>vernments. 

FEA's draft environmental impact state­
ment on a proposed 15 pereent residential 
tax credit for oonservatt()n actions does not 
encounter any significant negative envh·on­
mental of infiationary impacts. 

Becommende~tfon 

Adoption of an Amendment to the Tax 
Code allowing 5-yea.r depreciation of the costs 
of energy conserving retrofit actions. 

Greater Energy Impact; 
Higher Consumer Savings; 
Higher Benefit/Cost Ratio. 

TABLE A.-15-P£RCENT TAX CREDIT FOR COMMERCIAL BUILDING RETROFIT ANALYSIS OF PROJECTE.D IMPACT 

Cumula- Cumula· 
1975 1976 1977 1978 1979 tive 1975 1976 1977 1978 1979 tive 

-

Annual penetration rates Costs of retrofitting (mil· 
(percent): lions): 

glass, 1. fiiSulating glass, 1. Insulating 
$11 $11 $10 $10 $10 -------- - -

storms ____________ 0.12 0.12 0.12 0.12 0.12 0.60 storms ____ -------
2. Wall/ceiling-insula- 2. WaD/ceiling-insula-

156 154 152 149 148 ---------= tion ______________ L30 L30 1.30 1.30 1. 30 6.50 tion ______________ 
3. Sealing and caulking __ 1.96 19.6 1. 96 1.96 1.96 9.80 3. Sealing and cau!king__ 93 92 91 90 87 -------4. IJnprovedHVAC _____ .40 .40 .40 .40 • 40 2.00 4. Improved HVAC _____ 14 14 14 14 13 ----------Square feet retrofitted (mil-

274 271 267 263 258 $1,333 lions): : 
1. Insulating glass, "tost" Treasury revenues at 

41.1 40.7 40.0 39.5 38.7 200 storlliS. ____ ------ .030 .030 .03 .03 .03 .150 15 percent {millions)_-----
2. Walljceiliog-iosula-

.312 .307 .30 .30 .30 1.520 tion_ ---------- --~ 
3. Sealing and caulking __ .466 .461 .46 .45 .44 2.280 
4. Improved HVAC ••••• .94 .92 .90 .90 .89 .455 

TABL£ B.-ACCELERATED DEPRECIATION TAX INC£NTJVE FOR COMMERCIAL BUILDING PETROFIT 
ANALYSIS OF PROJECT£0 IMPACT 

1975 1976 

Annual penetration rates (percent); 
l. losulating &lass, storms ___________ 0.24 0.24 
2. Watt/ceiling insulation ____________ 2.60 2.60 3. Sealing and caulking _____________ 3.92 3.92 
4. Improved HVAC---------------- .80 .80 

Square feet retrofitted (millions): 
60 60 1. IASU!ating glass, storms ___________ 

2. W<tH/ceilin5 \Mutation ____________ 624 614 
3. Sealing an caulking _____________ 932 922 4. Improved HVAC _________________ 188 184 

JABL£ C.-ANALYSIS OF RETiOfiT MEASURES FOR A 25,000-
FJt BUUDJNG 

Without incentives 
Saviatng~ 

$2 Simpte 
Esti- ·uioa per retura Years 

mated Btu's million ~entr)- to pacayk-
cost savillgs Btu '"' b: 

lnslllati11g glass, 
storM windows, 

855 doors __________ $8,750 
Ceiling and waJJ 

391 insulation__ ___ 12,50D 
Caulking and 

weather-

• .:r~~~itTAa-- s.wo .49.4 

tedlnology _____ 3, 751l m 
TotaL ___ 30,000 1, 997 

NOTES 

Less 15-percent tax credit (4,500). 
Net cost $25,500. 

1, 710 19.5 5.1 

782 6.3 16.0 

!88 19.3 5.1 

514 13.1 7.3 

3, m -----------

Simple return equals l3,994 per 25,500 equals 15.7 percent 
Years to paybactt equals 6.4 years. 

Mr. HUMPHREY. Mr. President, 1n 
brief, M.s. Bavitz' data suggests that the 
proposed amendment will cost the Treas­
w·y .some .$650 million annually through 

CXXI-506-Part 7 

Cumu- tumu-1977 1978 1979 lative 1975 1976 1977 1971 1979 a.tive 

Costs of retrofitting (mnlions): 
$22 $22 $20 $20 0.24 0.24 0.24 1.20 1. Insulating glass, storJnS _________ 

$2D ------2.60 2.60 2.60 13.00 2. Wall{ceilin5 insulation ____________ 312 308 304 298 296 -------3.92 3.92 3.92 19.60 3. Sealing an caulking ____________ 186 184 182 180 114 --------.ao .80 .80 4.00 4. Improved HVAC _________________ 28 28 27 27 26 --------
60 60 60 3.00 TotaL.----------------------- 548 542 533 525 516 2,664 608 598 590 3,034 "Lost" Treasury revenues (millions) (dif-

910 900 886 4,550 terence in depreciation deductions for 
110 180 178 910 .ssumed 20-yr life and proposed 5 yr 

life, 50 percent tax rate for conservative estimate) _____________________ ----- __ 42 .42 42 42 42 210 

1980 in los·t tax revenue,. based on FEA's 
best estimate of the number of taxpayers 
that would utilize the tax credit provi­
sions. The use of the tax deduction alter­
native in place of tax credits by some 
taxpayers will :Increase this tax expend­
lture by an estimated $100 mill1on. This 
tax expenditure of about $750 million. 
or $3 billion over 4 years, will reduce 
energy costs by at least $20 billion over 
the next two decades and save America 
the equivalent of L 75 bfilion barrels of 
imported crude on. 

I urge my colle8.t:,oues to join me in 
support of Senator DoMENICI's amend­
ment. 

Mr. MOSS. Mr. President, I sent to the 
desk a mod.lflcation o! the amendment of 
the Senator from New Mexico and I ask 
for its immediate consideration. 

The PRESIDING OFFICER. Under the 
previous order of the Senate, at this 
time it is in order to recognize the Sena­
tor from New York (Mr. JAvrrs) to call 
up his amendment with a 10-mlnute 
tbne limitation on debate. I thought the 

Senator was going to speak on this 
amendment. 

Mr. MOSS. I do not know what the 
order is. Yesterday when the Chair was 
keeping a list I went to the desk and 
had my name placed Immediately below 
that of the Senator from New Mexico 
because he was to offer this, and I was 
to offer a modtftcatlon, and I talked 
with him about ft. I do not know whether 
that was incorporated into an order or 
not. 

The PRESIDING OPPICER. It was 
not. The order we have this morning is 
subject to a unanimous-consent request, 
and it would take a unanimous-consent 
request to modify it. 

Mr. MOSS. I ask unanimous consent 
that I may proceed with my modification 
at this point, Just to keep it together be­
cause it fits in with this amendment. 

Mr. DOMENICI. Reserving the right 
to object, and I might not, but, Senator, 
last night we entered into a lmanfm.ous­
consent agreement with very stringent 
time lfmltatlons. I have not had time to 
review tbe Senator-s modiftcat!on m 
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depth. I do not want to be part of pre­
cluding the Senator from offering it, 
but I have difficulty, because of a pro­
cedural time limitation, in seeing how we 
are going to be able to discuss it ade­
quately so as to know precisely what the 
Senator's amendment does or does not 
do to my amendment in terms of ade­
quately informing ourselves before a 
vote. So I cannot agree to the Senator's 
unanimous-consent request at this time. 
Perhaps, with a little consultation, a 
quorum call, we might be able to, but I 
object at this time. 

Mr. LONG. Mr. President, I ask unani­
mous consent, in the event I have not 
already obtained it, that the Domenici 
amendment be regarded as germane in 
the event cloture is voted. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. MOSS. I did not hear the request. 
Mr. LONG. I asked unanimous consent 

that the Domenici amendment be re­
garded as germane in the event cloture 
1s voted. I am sure the Senator's amend­
ment is germane to the Domenici amend­
ment, so it indicates it is germane. So I 
believe we have consent that all amend­
ments at the desk will be regarded as 
meeting the reading requirements. 

The PRESIDING OFFICER. The Sen­
ator from New York. 

Mr. MOSS .. I do not ask--
Mr. LONG. The point is that the Sena­

tor is protected. 
The PRESIDING OFFICER. The Sen-

ator from New York. 
Mr. JAVITS. Parliamentary inquiry, 

Mr. President. · 
The PRESIDING OFFICER. The Sen­

ator will state it. 
Mr. JA VITS. Mr. President, do I assume 

that votes are going to be taken on all 
these am~ndments after the cloture vote? 

The PRESIDING OFFICER. The Sen­
ator is correct. 

Mr. JAVITS. But is it agreed, Mr. 
President, that they shall be voted on 
without reference to the rule of ger­
maneness? 

The PRESIDING OFFICER. That is 
correct. . . 

Mr. J AVITS. I thank the Chair. I 
heard the chairrpan, Senator LoNe,;, ask 
unanimous' consent, so I gather it is not 
regarded on my amendment--

Mr. LONG. Mr. President, we can_vote 
on the S.enator's amendment. But first, 
let me make a parliamentary inquiry. 
How many Senators are yet to be recog­
nized to present amendments under the 
special order? 

The PRESIDING OFFICER. Three 
more after Senator JAVITS but those three 
are before amendments. 

-

Mr. LONG. Well then, Mr. President, I 
ask unanimous consent that the amend­
ment of the Senator from New York be 
1·egarded as germane, but that other 
amendments dealing with unemploy­
ment insurance not be regarded as ger­
mane. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. · 

Mr. JA VITS. I thank the Chair. 
Mr. DOMENICI. Mr. President, will 

the Senator from New York yield for a 
parliamentary inquiry? 

Mr. JAVITS. Only an inquiry, because 
I have only 10 minutes. 

Mr. DOMENICI. With reference to my 
amendment, was all our time used up? 

The PRESIDING OFFICER. Yes, it 
was. 

Mr. DOMENICI. Was all the time of 
the Senator from Louisiana used? 

The PRESIDING OFFICER. All the 
time on the amendment was used. 

Mr. DOMENICI. I thank the Presiding 
Officer. 

Mr. JAVITS. I send an amendment to 
the desk. 

The PRZSIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk pro­
ceeded to read the amendment. 

Mr. JAVITS. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
At the end thereof, add the following: 

That (a) section 102(e) (2) of the Emergency 
Unemployment Compensation Act of 1974 is 
amended-

( 1) in clause (A) thereof, by striking out 
"50 per centum" and inserting in lieu thereof 
"100 per centum", and 

(2) in clause (B) thereof, by striking out 
"thirteen times" and inserting in lieu there~ 
of "twenty-six times". 

(b) The Secretary of Labor shall, at the 
earliest practicable date after the enact­
ment of this Act propose to each State with 
which he has In effect an agreement entered 
into pursuant to section 102 of the Emer­
gency Unemployment Compensation Act of 
1974 a modification of such ag1·eement de­
signed to cause payments of emergency com­
pensation thereunder to be made In the 
manner prescribed by such Act, as amended 
by subsection (a) of this section. Notwith­
standing any provision of the Emergency 
Unemployment Compensation Act of 1974, if 
any such State shall fail or refuse, within a 
reasonable 'time after the date of eno.ctmeut 
of this Act, to enter into such a modification 
of such agreement, the Secretary of Labor 
shall terminate such agreement. 

(c) No payment of benefits under this 
amendment shall be made to any individual 
with respect to any week of unemployment 
ending after June 30, 1975. 

Mr. JA VITS. Mr. President, I will 
describe the amendment. The amend­
ment proposes that workers who have 
exhausted their unemployment com­
pensation benefits, including the 13 
weeks of extended benefits and the addi­
tional 13 weeks of emergency unem­
ployment compensation, so that the 
worker has by then had up to 52 weeks 
of unemployment compensation, will be 
entitled to another 13 weeks of benefits 
financed as emergency Federal unem­
ployment compensation within the 
period ending June 30, 1975. I wish to 
emphasize that this whole provision is 
limited to unemployment compensation 
payments up to June 30, 1975. That is 
the thrust of my amendment. 

I yield for a unanimous-.consent 1·e­
quest. 

Mr. MATHIAS. Mr. President, I ask 
unanimous consent that Terry Barnett 
of my staff be permitted to be present 
during the debate and votes on the fioor 
on the pending legislation. 

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

Mr. JAVITS. It is my understanding 
that during the quarter ending June 30, 
1975, 250,000 workers will be in that 
condition. It is also expected that by the 
end of the year-although that is not 
relevant to this particular situation­
about 1.5 million to 2 million workers 
will be in this situation. 

Now, Mr. President, we have to make 
a very basic and fundamental decision. 
Are we going to, in this very serious 
recession-depression, terminate unem­
ployment compensation and throw 
workers on relief or are we going to con­
tinue unemployment compensation? 

The big difference between 1975 and 
1932 is expressed in that sentence. The 
disaster of 1932 was that workers were 
thrown on relief and that the financial 
institutions of the country and the world 
were very materially shaken. 

In this situation, happily for us, the 
latter is not yet the case, but certainly 
we are in the situation of the former, to 
wit, workers being thrown on relief in 
very large numbers. 

Mr. President, if I may have the atten­
tion of the chairman of the committee, 
I have talked with the chairman of the 
subcommittee and the chairman of the 
Ways and Means Committee about this 
matter and the other body is going to 
give very serious and immediate atten­
tion to this matter. However, Mr. Presi­
dent, it cannot do it until they come 
back, and it is going to take a little time 
because it is a fact that there is some­
thing almost instinctive about the feel­
ing that benefits should not go beyond 
52 weeks of unemployment compensa­
tion. Yet they realize, and I am sure we 
realize, that we must. 

I am not quoting them in any way. 
All I know from those few distinguished 
Members of the House is that they are 
going ahead with work in this when they 
get back. That is the only fact I report 
to the Senate. 

Mr. President, the 1·eason I have 
brought this up on this bill is that it is 
the only vehicle which is going to be 
available to us for the next few months 
in order to express ourselves and act on 
policy, one way or the other, respecting 
this matter. 

I introduced a bill to this effect-s. 
766-which now has 27 sponsors, includ­
ing me, seeking to effectuate this exten­
sion, except that that bill was not limited 
to payments up to June 30, 1975. 

The reason I propose this amendment, 
and again, if I may have Senator LoNG's 
attention--

The PRESIDING OFFICER. The 
Senator's 5 minutes have expired. 

Mr. JAVITS. I yield myself 2 minutes. 
The PRESIDING OFFICER. The 

.Senator has no more time. 
Mr. JAVITS. As I understood it, we 

had 10 minutes. 
Mr. LONG. I yield 1 minute to the 

Senator. 
Mr. JAVITS. One minute. 
The only reason I am making this 

motion on the amendment is so that the 
conferees may have something before 
them, if they wish to do anything. 

Now, I have no illusions about it. It 
may very well go down the drain in con­
ference, but at least the conferees will 
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have a vehicle. U they decide the emer­
gency 1s so tense they ought to do some­
thing about it, ithey can. 

That 1s my only reason for brlnglng 
it up. We talked together and I dis­
closed to the senator my views and tha~ 
is why I limited it to June 30. 

It 1s only as to an effort, if it is pos­
sible-the Senator has nothing else and 
feels something must be done to carry 
on. 

I ask unanimous consent to have print­
ed 1n the REcoRD a list of estimates for 
each State. About 10 are most directly 
affected including my own. They are the 
best figures and facts we eould get from 
the Interstate Conference on Employ­
ment Security Adm1nistrators showing 
more than 250,000 in the next quarter. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 
Estt'7TUlted. number of workers exhausting alZ 

unemployment compensation benefits dur­
ing April-J-une 1975 

California ------------------ 44,000 
llassachusetts -------------- 100,000 
~hlgan ------------------- 15,000-20,000 
New JerseY------------------ 33,000 
New York..---------------- 80,000 
Oregon--------------------- 5,600 
Pennsylvanda -------------- 17,900 
Rhode Island --------------- .20, 000 
Washington ---------------- 65, 000 

Mr. JA VITS. I thank my colleague for 
yielding. 

Mr. WILLIAMS. Mr. President, this 
amendment to provide an emergency ex­
tension of unemployment compensation 
benefits should be regarded not only as 
a necessary step, but also as a measure 
of our commitment to alleviate the hu­
man tragedies that the recession has in­
:fllcted on so many millions of American 
familles. 

In recent months, the Congress has 
provided for extended periods of cover­
age by unemployment compensation. In 
December, we enacted a second 13-week 
extension of the basic unemployment in­
surance benefits period, bringing regular 
coverage to a total of 52 weeks. In addi­
tion, we enacted a special unemployment 
compensation program to provide 26 
weeks of benefits for those who could not 
qualify for compensation under the reg­
ular UI program. 

We took these actions, Mr. President, 
because it was clear that to do otherwise 
would mean that hundreds of thousands 
of earnest and able Americans without 
work would also be without means of 
support other than the public assistance 
1·olls. 

The amendment we are proposing to­
day addresses itself to an urgent, new 
problem: Beginning next month and 
continuing through June 30, an esti­
mated 250,~00 Americans will exhaust 
their 52 weeks of weekly compensation 
under the regular UI program. 

A large proportion of these persons-
33,000 of them, in fact-live in my New 
Jersey constituency. That is roughly one­
tenth of all of the persons receiving un­
employment compensation benefits in my 
State. 

Twelve other States would also be ad­
versely affected, if we do not act today. 
Among them are New York, with an esti­
mated 80,000 persons scheduled to ex-

baust their benefits over the next quar­
ter; Washington State, with 55,000; Cal­
ifornia with 44,000: Pennsylvania with 
18,000: Michigan with 15,000 to 20,000: 
and Rhode Island with 20,000. 

Mr. President, except for the emer­
gency nature of the situation and the 
imminence of the April 1 deadline for 
action, I would not have snpported at­
taching this measure to the tax bill that 
we have under consideration. But the 
need is urgent, the deadline is upon us, 
and the jurisdiction in the otha· body 
rests in the same Ways and Means Com­
mittee which has jurisdiction for the tax 
bill. In these circumstances, the modest 
and limited proposal contained in this 
amendment can be handled without seri­
ous complication and delay. 

I want to emphasize, Mr. President. 
that there are two restrictions on the ex­
tension of unemployment compensation 
benefits under this amen<Iment. First, 
the extended benefits are limited to 13 
weeks only. Seoond, and more important, 
.such extended benefits would terminate 
for any individual on June 30, 1975, re­
gardless of whether he had received the 
full 13 weeks of extended benefits. 

Thus, the major purpose of this 
amendment is to continue compensation 
benefits for those who would otherwise 
exhaust their 52 weeks of coverage dur­
ing the next quarter and, at the same 
time, provide the Congress with the time 
it needs to thoroughly review the philoso­
PhY. structure, and necessity of the en­
tire Federal-State unemj)loyment com­
pensation program in the context of the 
extraordinary economic conditions we 
are experiencing. 

I am pleased to note tbat the Unem­
ployment Compensation SUbcommittee 
of the House Ways and Means Commit­
tee, under the able chairmanship of Con­
gressman JAMES CoRMAN, is planning to 
begin its general hearings on the pro­
gram in early April. It is my hope that 
early consideration will also be under­
taken in the Senate, so that when June 30 
arrives, it will not be once again neces­
sary to act in an urgent manner to pro­
tect the many Americans who are forced 
to rely on meager UI benefits for their 
livelihood. 

Mr. LONG. Mr. President, of course, 
this is not an unemployment insurance 
bill and the Senator has made clear the 
basis upon which he offers his amend­
ment. But the amendment does present 
some problems. 

Just this past December the Congress 
passed a b1llion dollar unemployment in­
surance b111 extending benefits from 9 
months to 12 months. The Senator's 
amendment would extend benefits an­
other 3 months, at an estimated cost of 
$150 million to $200 milllon. 

The basic question is, how long should 
we pay for unemployment benefits? We 
have the question to ask, is not 1 year 
long enough? 

I would point out, in the unemploy­
ment insurance provisions of the law an 
unemployed worker must accept "a suit­
able job". The phrase "suitable job" 
means that a worker who 1s skilled and 
has been accustomed to make, let us 
say, $7 an hour feels privlleged to draw 
his unemployment insurance benefits at 

a relatively high level and take little in- ' 
terest in jobs that would earn him let ' 
us say, $3.50 an hour. 

There must come a time when those 
with skills and those who have been ac- l 
customed to drawing higher wages l 
should lower their sights and accept a 
job paying a lower wage, recognizing that 
in their area there is simply no job 
available that would provide the type of 
compensation and working conditions to · 
which that worker had been accus-

1 
tomed in the past. 

It is a serious problem and it is one to · 
torture the conscience of all legislators, ~ 
but it is one that is not germane to the 
bill. 

I am willing to give consent that it 
be regarded as germane, and I have done 
so, but I have my doubts that we should 
add it to this bill. 

In view of the fact that we are going 
to be accused of having a Christmas 
tree, or an Easter basket blll, anyway, 
I just wonder to what extent the Senate 
would be Justified in further diverting 
from the germaneness of tax reduction 
and adding tmemployment insurance 
benefit measures. 

I would be glad to yield any time any­
one cares to ask for in opposition, other- ' 
wise I would suggest--

Mr. JAVITS. Will the Senator yield to 
me? 

Mr. LONG. I yield. 
Mr. JAVITS. Mr. President, I think I 1 

have made it clear that I do it only so 
that the conferees-they might write in 
conditions about a suitable job, I do 
not know-would have a vehicle. That 
is my only reason for br1ng1ng it. Other- ' 
wise we shall pass the dates by. The 
States will break on this. It wru take a 
while when we get back to do something 
about it. 

Therefore, the conferees may decide 
in their wisdom 1n the next few days 
that they want to do something about it 
in the next few days that they want to 
do something about it in this biD. It 1s 
the only vclllcle available. So on that 
basis I would hope, because of the man­
ager's sympathy for the bill, as I feel 
we an do, that we might take it to con­
ference with this understanding. 

Mr. LONG.- Mr. President, if the 
amendment would be agreed to, I would 
prefer the Senate express its view on 
the ~atter, and I would hope we would 
vote on the matter. 

As far as this Senator is concerned, I 
am entirely content to abide by the judg­
ment of the Senate. 

Mr. JAVITS. Mr. President, I ask for 
the yeas and nays. 

Thr PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mr. LONG. Now, under the agreement, ; 

Mr. President. we will vote on this 
amendment ·of the Senator from New 1 

Mexico <Mr. DoMENici>. .1 
The PRESIDING OFFICER. That is ! 

correct. 1 
Mr. JA VITS. I thank the Senator. , 
The PRESIDING OFFICER. Under 1 

the previous order, the Chair now recog- j 
nizes the Senator from North Carolina 1 

<Mr. HELMS) to call up his a.mendmentJ 
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on which there is a 10-minute time 
limitation. 

Mr. HELMS. I thank the Chair. 
Mr. President, I ask unanimous con­

sent that Mr. Rom Parker, of my sta1f, 
be accorded privilege of the floor during 
consideration of the pending business. 

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

Mr. LONG. Mr. P1·esident, I did not 
hear the consent request. 

Mr. HELMS. A floor privilege. 
Mr. LONG. Oh, no objection. 
Mr. HELMS. Mr. P1·esident, first of 

all, I commend the distinguished chair­
man of the committee and manager of 
this bill. 

The PRESIDING OFFICER. The 
amendment has not been stated. 

Mr. HELMS. I have not called it· up 
yet. I will call it up in due course. 

The PRESIDING OFFICER. The 
amendment must be called up first. 

AMENDMENT NO. 186 

Mr. HELMS. Mr. President, I call up 
amendment No. 186 and ask it be stated. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The assistant legislative clerk read 
as follows: 

At the appropriate place in the committee 
substitute, insert the following new section: 
SEC. • CONGRESSIONAL-CABINET SALARY CON• 

TROL 
Notwithstanding any other provision of 

law, beginning with the next fiscal year fol­
lowing the enactment of this provision, and 
every succeeding fiscal year, if the outlays of 
the United States Government (excluding 
outlays for trust funds) for the preceding 
fiscal year exceed receipts (excluding receipts 
o.f trust funds) of the Government for such 
preceding year, then, during the lmmedi· 
ately succeeding fiscal year, the rate of com• 
pensation that each Senator, Representa• 
tive, Delegate and the Resident Commls· 
stoner from Puerto Rico, and each officer 
listed in level I of the Executive Schedule in 
section 15312 of title 5, United States Code, 
would have been paid but for the enact• 
ment of this provision shall be reduced by a 
percentage equa.l to the percentage by which 
such outlays exceed such receipts. 

Mr. HELMS. Mr. President, as I was 
saying, I commend the distinguished 
chairman of the committee and the man­
ager of this bill <Mr. LONG) for his ef­
forts to maintain a degree of responsi­
bility in the consideration of this meas­
ure. He has refened repeatedly to what 
we are doing to the Federal deficit, and 
it is well that he has done so. This one 
piece of legislation will increase the Fed­
el·al debt by at least $25 blllion. Othe1· 
Senators have expressed simila~· con­
cern. All Senators, I imagine, Mr. Presi­
dent, will go home for political speeches 
and will engage in gt·eat lamentations 
about the enormous spending level of 
the Federal Government. The most pious 
speeches will be made by Senators who 
have done most to pile up enormous Fed­
eral deficits. 

Well, Mr. President, here is an oppol·­
tunity for Senators to put up or shut up. 
If they are really serious about restor­
ing economic sanity to the Federal Gov­
ernment. then they will support this 
amendment. 

Mr. President, my amendment pro­
. \rides that beginning with the next year 

following its enactment, the rate of com_­
pensation of Senators, Representatives. 
delegates, the Residmt Commissioner 
from Puerto Rico, · and each officer llsted 
in level I of the Executive Schedule in 
section 5312 of title V, United States 
Code-the members of the President's 
Cabinet-be reduced by the same per­
centage that non-trust fund outlays of 
the U.S. Government exceed non-trust­
fund receipts during the preceding fiscal 
year. 

Mr. CURTIS. Will the Senator yield? 
Mr. HELMS. I am delighted to yield 

.for a question from my good friend. 
Mr. CURTIS. As I understand the 

amendment, this takes advantage of that 
good old American principle of incentive, 
does it not? · 

Mr. HELMS; Exactly. The Senator is 
correct. 

Mr. CURTIS. If we put the budget in 
balance, there will be no reduction in 
salary. 
~~.HELMS. That is cor1·ect. 
Mr. CURTIS. In other words, it is a 

disincentive for deficit financing? 
Mr. HELMS. That is conect. 
Mr. CURTIS. And there is a 1·eward if 

we ~alance the budget. 
Mr. HELMS. That is COlTect. 
Mr. CURTIS. I do not know how any­

body can improve it. 
Mr. HELMS. I thank the distinguished 

Senator for his comments. I wish a ma­
jority of this body could have the pru­
dence and responsibility of the Senator 
from Nebraska. 

Mr. President, the Federal debt as of 
this time is in the neighborhood of one­
half trillion dollars, and that is a pretty 
expensive neighborhood when you con­
sider that it costs the taxpayers of this 
country $35 billion a year to pay the in­
terest alone. 

Mr. CURTIS. Will the Senator yield 
further? 

Mr. HELMS. I am delighted to yield. 
Mr. CURTIS. I am afraid something 

is happening here that is going to be very 
damaging to many Senators. They will be 
going up and down the country lambast­
ing President Ford's proposal of an $80 
billion deficit. That $80 billion is figured 
on a tax reduction of about $16 billion. 
So a vote for all these things in this tax 
bill means to vote for a deficit of about 
$96 billion. 

I do not know how anyone who goes on 
record in a rollcall for a $96 billion deficit 
can point their fingers at the perpetra­
tors of an $80 billion deficit. Can the 
Senator explain that? 

Mr. HELMS. There is no explanation 
that makes any sense, I will say to the 
distinguished Senator. I thank him for 
his observation. 

Mr. President, to return to my amend .. 
ment, this provision is simple. 

At the end of a fiscal year, one need 
only compute the percentage by which 
the Federal budget-in terms of non­
trust fund receipts and expenditures­
was not balanced, and the salaries of 
Members of Congress, delegates to the 
House, the Resident Commissioner from 
Puerto Rico, and the members of the 
President's Cabinet will be reduced dur­
ing the following :fiscal :rear by that same 
percentage. 

The logic behind the provision is also 
simple. Congress is the body respOnsible 
for appropriating more money than the 
U.S. Treasury is expected to collect, and 
the members of the Cabinet are the 
senior officials overseeing the function­
ing of the departments. By penalizing 
our own salaries to the extent of our im­
providence and mismanagement, we will 
all be more directly aware of the value 
of a dollar. Our problem in Congress is 
that it is relatively painless to vote for 
billions of dollars which do not come di­
rectly out of our pockets. After all, it is 
the American taxpayer at large who 
must pay up. But if our own paychecks 
are penalized directly in proportion to 
our mismanagement of the taxpayer's 
funds, then we will be more scrupulous 
in observing fiscal prudence. 

Last year, the Senate voted not to al­
low the salaries of its Members to be 
raised. I was one of those voting against 
the salary increase. I did so because I 
felt, and I still feel, that excessive Gov­
ernment spending and our unbalanced 
budget was one of the primary causes of 
the current rate of spiraling inflation. 
If economy is needed to curb inflation, 
and in my view it is very much needed, 
there is no better place for economy to 
begin than right here in the Congress of 
the United States. I was very pleased by 
the Senate's action on that occasion. 
Though the compensation of Members 
of Congress . is a very small percentage 
of the entire national budget of over $31"3 
billion, it is important that the Mem­
bers of this body lead by example. If ·­
Federal expenditures are to be cut, there 
is no better place tha.n here. 

Under this proviSion, Congress will 
have a choice of two ways to l'educe Fed­
eral expenditures. It can appropriate less 
money, and thereby balance the budget, 
or it can continue the excesses of the 
past, and correspondingly reduce the 
salaries of its Members. 

And, I might say that this is a much 
better choice than we are oftering to the 
American people. High interest rates 
have resulted from spiraling ln:fiation 
caused by deficit Federal spending. 
Though these interest rates have come 
down to some extent l'ecently, they are 
far from low. As my colleagues are aware, 
Government borrowing in the money 
market to finance tremendous deficits 
has severely damaged savings institu­
tions. These institutions cannot effec­
tively compete with the Federal Govern­
ment for deposits, nor should they be re­
quired to. The housing industry is fa-eing 
possible disaster and the lumber and fur­
niture industries have for some time 
been caught in the spiraling economic· 
chaos. 

Certainly, I need not remind my col­
leagues of the ever-increasing food 
prices, or, for that matter, the ever­
increasing price of just about everything. 

Mr. President, I remain convinced that 
we will not solve our economic problems 
unless and until we balance the Federal 
budget, and stop living today on tomor­
row's money. On six separate occasions, 
the distinguished Senator from Virginia 
(Mr. HARRY F. BYRD, JR.) and I have CO• 
sponsored legislation to require the Presi­
dent to submit a balanced budget to 
Congress. 
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Yet, the problem grows wor-se. Accord­

ing to figures released on February 3, 
1975, the Federal budget for fiscal year 
1975 exceeds $313 billion with a de:flcit of 
over $35 billion. The estimated Federal 
budget for fiscal year 1976 will exceed 
$349 billion with a deficit of over $51 bU.­
lion. Of course, we now know that the 
deficits will be well in excess of these pro­
jections. 

I have pointed out on many occa­
sions that the interest on the national 
debt alone is in excess of $30 billion a 
year. For fiscal year 1975, it is estimated 
at $32,900 million. Of course, that figure 
is rounded t.o .the nearest million. But, let 
us consider the round figure of $30 billion 
a year in interest on the debt. That works 
out. to about $54,000 a minute-almost 
$1,000 every time the clock ticks. 

On December 31, 1972, the mt~ional 
debt was $449.3 billion. A year later, on 
December 31, 1973, it was $469.9 b1llion, 
an increase of $20.6 billion. Then, on 
December 31, 1974, the debt was $492.7 
billion, an increase of $22.8 billion over 
the previous 12 months and an increase 
of $43.4 billion in a 2-year period. 

One might well wonder where it will 
end. Of course, the end is obvious. If ac­
tion is not taken to stop deficit spend­
ing, the result will be economic disaster. 
The American people know it. The polls 
show it. Depression is feared in every 
part of the country. 

The simple fact of the matter is that 
Congress created this situation, and only 
Congress can do something about it. It is 
not pleasant to contemplate one's own 
folly-but, I, for one, believe it is time 
for Congress to look the American peo­
ple in the eye and confess: We caused 
it-we and our predecessors, who per­
mitted the Government of the United 
States to wander around so long in the 
swamps of deficit financing-and, worse 
still, let the people believe that it was 
sound economics to do so. 

The time has come to bite the bullet, 
to admit our economic mistakes of the 
past, and to turn to logic and simple 
arithmetic for an honest solution to our 
problem. A solution must address the 
cause of the problem, not just the symp­
toms. For the sake of the well-being of 
the people we represent, we simply must 
balance the budget, and begin the hard 
and painful task of bringing this infla­
tion to an end. This amendment will 
make the consequences of improvident 
spending apparent to us all. 

I urge its approval-and, that failing, 
I hope the American people will take 
note of how the votes are cast. Let us see 
who is in favor of fiscal discipline, and 
who isn't. 

Mr. PERCY. Will the distinguished 
Senator yield for a question? 

Mr. HELMS. I will be glad to yield on 
someone else's time. I have only 5 
minutes. 

The ACTING PRESIDENT pro tem­
pore. The Senator from Louisiana is rec­
ognized. 

Mr. LONG. Mr. President, how many 
other Senators have amendments to offer 
under the special order? 

The ACTING PRESIDENT pro tem­
pore. There are two more. 

Mr. LONG. Mr. President, -I ask unan­
imous consent that in the event this 

amendment has not been. voted upon 
before cloture, ·that this amendment be 
regarded as germane under the rule, but 
that other amendments in this area not 
be regarded as germane by virtue of this 
consent. 

·Mr. MATHIAS. Reserving the right to 
object--

The ACTING PRESIDENT protem­
pore. None of the amendments can be 
voted on before cloture. 

Mr. LONG. I am simply asking, as I 
did earlier, that we agTee that after 
cloture is voted, that this amendment 
be regarded as germane without preju­
dice to other amendments because I do 
not want to open the bill up to other 
amendments in this area, although I am 
willing to let this amendment be voted on 
after cloture has been voted. 

The ACTING PRESIDENT pro tem­
pore. Is there objection? 

Mr. MATHIAS. Reserving the right to 
object, I wonder what the Senator means 
by other amendments in this area. 

Mr. LONG. All I mean is if anybody 
else has an amendment that has to do 
with the compensation of members of 
the President's Cabinet, I do not want 
to vote on all those amendments just 
because I agreed to vote on this one. 

Mr. MATHIAS. I have no such amend­
ment and I have no objection. 

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

Mr. LONG. Mr. President, I think the 
Senate has made its position clear with 
regard to the amendment. I am willing 
to yield time in opposition. 

.l\.1r. PERCY. Will the distinguished 
Senator yield for just one moment? 

Mr. LONG. Yes. 
Mr. PERCY. Taking into account the 

period of 1941 through 1946, a pertod of 
immense debt where we did not attempt 
to balance the budget, we had a war to 
win and we were looking to the futm·e­
and we were all fortunate that we did 
borrow money. fro in the future to pre­
serve freedom and integrity-what would 
the salaries of Members of Congress and 
the Cabinet have been then during the 
war when it was impossible to balance 
the budget, and is there any exclusion in 
this amendment for such emergencies? 

Mr. HELMS. My good friend from n­
linois need not worry because we are ad­
dressing ourselves to future sins of the 
Senate and the House of Representa­
tives. What is past, I fear, may be pro­
logue-unless we do something in the 
way of self-discipline. 

Mr. President, I ask for the yeas and 
nays. 

The ACTING PRESIDENT protem­
pore. Is there a sufficient second? There 
is a sufficient second. 

The yeas and nays were o1·dered. 
Mr. HELMS. I yield back the remain­

der of my time, Mr. President. 
Mr. LONG. Mr. President, I ask unani­

mous consent that notwithstanding the 
germaneness rule in the event cloture is 
voted, the manager of the bill be enabled 
to offer technical and conforming 
amendments and amendments to insert 
omitted effective d~tes. 

The AcTING PRESIDENT protem­
pore. Without objection, it is so ordered. 

Under the previous ·order, the Senator 
from Illinois <Mr. PERcY) is now recog-

nized to offer two amendments, with a 
time limitation of 10 minutes on-each 
amendment. 

AMENDMENT NO. 195 

Mr. PERCY. Mr. President, I call up 
amendment No. 195. 

The . PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk proceeded to read 
the amendment. 

Mr. PERCY. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
S EC. • REPEAL OF TAX DEDUCTION FOR S TA'rE 

AND LOCAL GASOLINE TAXES. 

Effective after December 31, 1974-
{1) section 164{a) of the Internal Revenue 

Code or 1954 as amended (relating to de­
duction of taxes not related to a trade or 
business) is amended by striking out para­
graph (5) (relating to taxes on gasoline and 
other motor fuels); 

(2) section 164(b) {5) (rela.ting to sepa­
rately stated taxes) is amended by striking 
out "or of any tax on the sale of gasoline, 
diesel fuel, or other motor fuel.". 

Mr. PERCY. Mr. President, I call up 
my amendment No. 195. 

Mr. President, this amendment repeals 
the existing Federal income tax deduc­
tion for State and local gasoline taxes. 
It is identical to section 301 of H.R. 3153, 
the Social Security Amendments of 1973, 
as it was reported by the Senate Finance 
Committee. 

During Senate :floor action on H.R. 
3153, an amendment to delete this section 
was adopted on a division vote in which 
approximately 11 members participated. 
Because I believe this proposal has mertt, 
I am offering it at this time for con­
sideration by the full Senate. 

The existing Federal income tax deduc­
tion for State and local gasoline taxes op­
erates unfairly in many respects. 

First, it is of no benefit to those who 
have no tax liability because they have 
low earned incomes or live on social se­
curity or veterans benefits. A family of 
four with an adjusted gross income of up 
to $4,330 owes no Federal taxes. Ob­
viously it will not suffer from the repeal 
of this tax deduction. 

Second, this deduction's benefits are 
available only to those taxpayers who 
itemize their deductions rather than 
taking the standard deduction. Lower 
income taxpay-ers are generally less like­
ly to itemize their deductions than those 
with higher incomes. 

Third, because it is a deduction, rather 
than a credit, its benefit to the taxpayer 
increases as his tax bracket increases. 
A taxpayer in the 50 percent bracket 
receives a tax break of $25 on every $50 
spent on State and local gas taxes. A tax­
payer in the 14 percent bracket receives 
a tax break of only $7 for every $50 spent. 

Fourth, as was pointed out in th-e Fi­
nance Committee's report on H.R. 3153, 
State and local gas taxes are primarily 
used for highway maintenance and their 
deduction shiftS part of this highway 
maintenance cost from the highway user 
to the general taxpayer. 

I believe this proposal also has merft 
as one small step towat·ds tax simplifica-
tion. · · · 
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The be11efit to the average taxpayer 

from this deduction is usually under $25. 
and hardly justifies the bookkeeping 
necessary to keep an .accurate tally of 
gallons bought and miles driven. A truly 
accurate ~Uy would Include adjustments 
for four-cylinder cars and separate cal­
culations for gas bought in States with 
different tax rates. 

In practiee, the Treasury Department 
has found that a large percentage of 
taxpayers determine the deduction a van­
able to them by guessing. Repeal of this 
deduction will be a. favor to the Internal 
Revenue Service and the taxpayer alike. 

Farmers have no benefit from this de­
duction, because farmers can deduct the 
full cost of gasoline, including taxes, as 
a business exPense. 

Finally, 'Our Nation is facing a selious 
energy shortage. The Federal Govern­
ment should not continue to subsidize 
the purchase of gasoline for personal 
alltomobiles, no matter how small the 
subsidy. Under present la s, the largest 
incentive is given to the highest income 
peroon who oonsumes the most gasoline. 
This is the reverse of what we should 
be attempting to accomplish. 

Mr. President. in oonclusion, I simply 
feel that tax deductions ure used as in­
centives. We all believe in the incentive 
of encouragh1g home ownership., but we 
are trnng to discourage the pleasure use 
of automobiles and encourage other use 
of transportation. 

Besides. this bill should be in part a 
revenue bill, also. This would t·aise $600 
million, essentlally from higher income 
people. The higher the income, the more 
it raises from them. It does not hurt any 
low-ineome people . .For that reason, I 
hope it can be accepted by the Senate. 

Mr. President, .I -ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? ·There is a sufficient 
second. 

The yeas .and nays were ordered. 
Mr. CURTIS . .Mr. President. will the 

Senator yield? 
Mr. PERCY. 1 yield for a question. 
Mr, CURTIS. For a. matter of clarify­

ing the rooord. 
As I un.derstUld it, in the case of some­

one who drives a taxi for a living, the 
entire cost of his fuel, taxes and all. 
still ould be a business dedaction. 

Mr. PERCY. The entire amount. 
Mr. CURTIS. How about the indi­

vidual who drives long distances to work? 
Will his enth·e transportation expense 
or any part of it be a deduction? 

Mr. PERCY. If, by Federal Pl'OVislon, 
any part {)f that is .a business expense. 
it all is deduaibre. However, if it is 
strictly not a. business expense, I hope 
our naUona.l policy 1s to eneourage group 
driving. to encourage tb~ use of mass 
transit atld other means. 

.Mr. CURTIS. Expenses to commute to 
and from work are not deductible? 

Mr. PERCY. That 1s oorrect. 
Mr. CURTIS. So the only thing he 

can deduct, under the present law, 1s the 
tax1 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. LONG. I yield 2 minutes to the 
Senator. 

Mr. CURTIS. I think the point that 
the Senator has raised has validity, but 
it is only part of quite a problem the 
tax-wrlting committees must face. 

I ref~r to the standard deduction. Con­
ceivably, someone can earn a sizable 
wage, contribute not a dime to an edu­
cation fund or a religious fund, pay no 
direct taxes at all. n{)t buy a home. The 
standard deduction gives him quite a 
reduction in taxes. His neighbor may 
ha.ve .a similar income and may be giving 
very generously to many good causes. be 
in the process of buying a home, so he ls 
paying both. taxes and interest. The re­
sult can be that the citizen who is a 
homeowner and a generous fellow pays 
the same amollnt as the individual who 
does n()t earry any burdens. 

I am not citing this in opposition to 
the Senator's amendment, but merely 
drawing attention to the problem the 
committees have. 

Mr. PERCY. I hope the distinguished 
Senator could .support the amendment. 
For more than a year. I have talked to 
Senator LoNG about the amendment~ and 
he has looked on it with favor in the 
past. 

First, it will raise revenue and reduce 
the deficit. Second, it will reduee fraud. 
Th-ere is probably more fraud in this 
item than in -any other item. We conld 
have an infinite range of deductions, 
such as tax~ on telephones. Why not 
deduct those. then? 

Mr. CURTIS. Is it fraud if the Treas­
ury <Or the ms sends someone instruc­
tions for what amounts to a standard 
deduction? That is what it amounts to. 

Mr. PERCY. They permit guessing on 
this, and I know very few taxpayers who. 
when given that freedom, guess on the 
low side. 

Mr. CURTIS. The tables can be used 
to estimate the mileage. 

Mr. PERCY. They C1Ul be, but what 
kind of ca1· does one have? 

MI·. CURTIS. That is it. 
Mr. PERCY. If the low-income per­

sou has a four-cylinder ear or a m­
cyllnder efficient car~ those vehicles do 
not use as much gasoline. 

It is subject to a. great deal of prob­
lems; and when the average amount is 
only $25, I cannot see that lt really 
amnunts to very much. It is just one of 
those nu1sance items that would add up 
to $600 million, and I do not know where 
yau eoul:d t:ollect it that easily. 

The PRESIDING OFFICER. The Sen­
ator's time has expired. 

Mr. LONG. Mr. President, I have urged 
this amendment on occasion to help fi­
nance some of the other things we were 
trying to do in other respects. 

I point out that when one lives In a 
big city., usually the rent on his apart­
ment or his home is more expensive, in 
order to live closer to his job. The ex­
pense {)f 'Commuting back and forth to 
work is somewhat offset. in some eases 
more than offset, by the fact that the 
rent and the expenses are much cheaper 
by living in suburbia or living in a rw·al 
area, some distance from one's place of 
employment. I reduced my transporta­
tion -expense by obtaining an apartment 
closer to where I work. That is not de­
ductible. So {)ne tends to offset the other. 

J: point out that the great majority of 

people do not itemize. The overwhelm­
ing majority of those not in the upper 
tax brackets file the ho.rt form and do 
not itemize. Therefore, they do not bene­
fit from this. 

I will vote for the Senator's amend­
ment. I am prepared to yield the time 
remaining to those who wish to opoose it. 

The PRESIDING OFFICER <Mr. MoR­
GAN). The time on the amendment bas 
expired. 

Mr. LONG. Mr. Presii!ent. I ask unan­
imous eonsent that in the event the 
amendment be voted upon after cloture 
has been voted, this amendment be re­
garded as germane, without prejudice w 
other amendments, because I do not want 
to ·make germane some ()ther amendment 
that might be relevant to this. r want 
only this one amendment genn"Rne. 

The PRESIDING OFF'ICER. 'Is the!'~ 
objection? The Chair hears none. and 
it is so ordered. 

The Senator from minois is 1·ecogn.lzed. 
AMENDMENT NO. Hl8 

Mr. PERCY. Mr. President, I -call up 
amendment No. 198. 

The PRESIDING OFFICER. T.he 
amendment will be stated. 

The legislative clerk proceeded to read 
the amendment. · 

Mr. PERCY. Mr. P1·esident, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
TITLE-DYEING OF HEATING FUEL OIL 
SEC. 101. DEFINITIONS. 

For purposes of this Act-
(1) the term "number 1 fuel oil" means any 

d!stlllate oU which meets the following dis­
tillation requirements (established by the 
American Society of Testing Materials under 
test numbered D-86) : the 10 percent point Is 
equal to 420 degrees Fahrenheit maximutn. 
and the 90 percent point fs equal to 550 
degrees Fahrenheit ma:x'1mum; 

(2) the tel'm ••number '2 fuel oil" means 
any distillate oil which meets th.:: folloWing 
dlstlllation requirements (.esta.blJshed by t.h-e 
American Society of Testing Materials under 
test numbered D-86).: the 1D percent p~in:t 
is equal to 440 degree Fahrenheit maximum, 
and the 90 percent point ts equll.l to 641) de­
grees .Fahrenheit maximum; -and. 

(3) the 'berm ••Administrator>• means the 
Administrator of the Federal Energy Ad­
ministration. 
SEC. 1Q2.. LIM1TA'l'ION oN UsE OF MARKED Pmi:L 

OIL 
(a) No person shall purehase or use 11.ny 

number 1 fuel oil or number .2 fuel oil whi-ch 
is marked In accordance with the provlswns 
of subsection (b) {1) for the purp.ose of pro­
viding fuel. which makes it subject to tax 
under seetlon 4041{a) of the Internal Reve­
nue Code of 1954 (relating to imposition ·of 
tax on diesel fuel) for any diesel-powered 
highway vehicle. 

(b) (1) Any person who sells or distributes 
number 1 fuel on or number 2 fuel on sb. 
provide for the marking of such fuel oll m. 
accordance with rules which the Adminis­
trator shall prescribe under this subsection. 
except that such fuel on shall not be ma.rloed. 
if such t'uel oil is to be used in a :rna~ 
which makes it subject to tax under sectlo11. 
40U(a.) :of the Internal Revenul! Code ot 
1954 (relating to imposition of tax on uiesel 
fuel). 

(2) The Adminlstratcx- shall, before pr.&­
scribing such rules. condm:t amlllr&ke &vd• 
able to the public a study to deter:m1De-
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(A) the appropriate oil soluble dye to be 

·used for the marking of such fuel oil, and 
the proportionate amounts of such dye to be 
used for such marking; 

(B) the appropriate point or points in the 
petroleum distribution system at which such 
dye shall be added to such fuel oil in order 
to carry out the marking requirements of 
this section; and 

(C) effective means and procedm·es 
through which the Administrator may over­
see the marking of such fuel oil in accord­
ance with the provisions of this section. 

(3) The Administrator shall prescribe such 
rules no later than 180 days after the date 
of the enactment of this Act. Such rules 
shall, to the extent the Administrator con­
siders practicable, take into account the find­
ings and conclusions of the study which the 
Administrator conducts under paragraph (2). 
SEC. 103. INSPECTION. 

The Administrator or his delegate may 
enter during business hours the premises 
(including place of storage) of any person 
who sells or distributes number 1 fuel oil 
or number 2 fuel oil, and the Administrator 
or his delegate may have access to any motor 
vehicle owned or operated by any such per­
son, for the purpose of conducting an inspec­
tion or examination to determine whether 
such person is in compliance with the pro­
visions of this Act. The Administrator or his 
delegate may provide for the inspection With 
the provisions of this Act. 
SEC. 104. PENALTY. 

Any person who violates any provision of 
this Act shall be fined not more than $25,000 
or imprisoned not more than 5 years, or both. 
SEC. 105. EFFECTIVE DATE. 

The provisions of this Act shall take effect 
on the date of the enactment. 

Mr. PERCY. Mr. President, unlike the 
previous amendment, which I believe had 
previously been approved by the Com­
mittee on Finance, this amendment has 
never, to my knowledge, been approved 
by the committee nor seriously consid­
ered by it. The only precedent we can 
go to is Canada, which has enacted it, 
with gt·eat effectiveness. They have in­
creased their tax yields in this area. 
by some 55 percent. 

The amendment requires that No. 1 
and No. 2 heating fuel oil be colored with 
an oil soluble dye to deter tax fraud. 

It requires the Administrator of the 
Federal Energy Administration to deter­
mine the appropriate soluble dye and the 
point of the petroleum distribution sys­
tem at which the dye shall be added. 
Violators shall be subject to a fine of up 
to $25,000 or up to 5 years imprison­
ment. 

Under existing law, diesel fuel is taxed 
at an average rate of 12 cents a gallon-
4 cents by the Federal Government and 
an average of 8 cents by the States. An 
extensive black market has developed in 
which untaxed heating oil is used as 
diesel fuel, defrauding both the Fede1·a1 
Government and every State in the 
Union. A trucking trade publication, the 
Fleet Owner, estimates that this illegal 
practice is costing more than $!.billion a 
year in the United States of America in 
State and Federal taxes. That is a tl·uck­
lng trade publication that makes that 
estimate. 

In the State of Dlinols alone, about 
$100 m1illon a year is lost in diesel fuel 
taxes. In addition, as a result of this 
black market, heating oil becomes more 

scarce to those who are dependent on 
this type of fuel. 

A fuel dyeing program was instituted 
in Canada, as I have mentioned, andre­
sulted in a 55.8-percent increase in reve­
nues in the first year of operation. 

I ask unanimous consent that an ar­
ticle by Bernie Swat·t, describing the ex­
tent of this black market and the reve­
nues lost from it, as well as a letter from 
Mr. Paul E. Moreau, Minister of Revenue 
to the Governor of Quebec, regarding the 
1·esults of this program in Canada, be 
printed in the RECORD. 

There being no objection, the material 
was ordered to be printed in the REcORD, 
as follows: 
LOST $100 MILLION IN DIESEL FuEL TAXES 

(By Bernie Swart) 
Tilegal practices Involving the sale and use 

of diesel fuel are diverting at least $100 mil­
lion In taxes from state and federal tax 
coffers. 

This figure may go as high as $1 billion a 
year, according to Albert T. Stoessel, an Iowa 
oil dealer and past president of the Iowa 
Petroleum Association. Stoessel estimates his 
state alone is losing more than $50 million 
a year in fuel taxes. 

The taxes are lost, according to Stoessel, 
when Number two heating oil is substituted 
for diesel fuel. The two fuels are almost iden­
tical in chemical composition. Stoessel said, 
although diesel fuel is heavily taxed while 
home heating fuel is not. 

The tax dodge works several ways, accord­
ing to Stoessel. Some :fleets knowingly buy 
untaxed heating oil at a bargain price in or­
der to beat the fuel tax. In some cases, driv­
ers buy untaxed heating oil rather than diesel 
fuel, turn in falsified fuel receipts, and 
pocket the difference. In other cases, inde­
pendent service station operators will sub­
stitute heating oil for diesel fuel, collect, 
and pocket the taxes. 

According to Stoessel, lack of supervision 
of stations by refinery companies is a factor 
that makes for easy chiseling by some gas 
station operators who sell to :fleets. However, 
because most stations are lessee-operated, 
effective policing often proves extremely 
difficult. 

In still other cases, Stoessel pointed out, 
what started out as a. tax dodge _ends up 
in out-and-out theft. He cited as an ex­
ample the fuel oil delivery truck driver who 
shorts homeowners on deliveries and sells 
the surplus fuel oil to Independent station 
operators, who, in turn, sell it to truckers 
as taxed diesel fuel. Or, bargain-priced diesel 
fuel may be heating oil that was stolen 
from an oil distributor's tank with the col­
lusion of employees. Finally, the bargain­
priced diesel fuel may be hijacked heating 
oil, or it may actually be diesel fuel obtained 
by a driver who makes a habit of shorting 
trucking companies on diesel fuel deliveries. 

Several midwestern tanker truck drivers 
confirmed these theft techniques as au­
thentic and added their own experience. 

All fuel delivery trucks aren't metered and 
comparatively few oil distributors use meters 
With split loads. But even if they do, the 
procedure can still be beaten and provide 
extra gallons to be sold by the drivers 
through shorting la1·ge heating oil users. 

One way this is done: Air can be pumped 
through the meters via the power takeoff unit 
by connecting the pumps to an empty com-

. partment on the tanker. The meters reg­
ister as if fuel is being pumped through 
them. Therefore, the customer gets a metered 
l'eceipt for gallonage he did not receive and 
the driver has extra gallons to sell for him­
self. 

If the custome1·s double-checked the de-

livery with his own "stick" reading he'd spot 
the inaccuracy. But drivers are wise to who 
cheeks and who doesn't. Some large heating 
oil customers who should know better are 
regularly gypped his way. One police barracks 
ln the midwest Js regularly shorted be<la.use 
no one checked deliveries, fuel oil drivers said. 

Here's another way drivers cheat both cus­
tomers and :fleet management: A driver de­
livers diesel fuel to a service station, and 
charges the correct price. Then he makes 
deliveries to private homes for heating use. 
At the end of the day he destroys the legi­
mate gas station tickets, makes out fake 
tickets for home deliveries and pockets the 
difference. Drivers say that it's easy for them 
to obtain stacks of blank receipts from their 
companies. 

After shorting large users of heating fuel, 
drivers may sell a couple of hundred gallons 
to a friend at a gas station for as low as lOc 
per gallon. 

Then again, some of the racket happens 
because many service stations neither check 
diesel deliveries nor order correctly. Often 
they may order too much for their tanks, 
so the driver fills them to the brim and keeps 
the extra gallonage. The service station pays 
for the amount it ordered. 

Both federal and state taxes are beaten 
this way, many times with apparent knowl­
edge of trucking company management, the 
drivers say. 

According to drivers, instructions at several 
tanker outfits are that if they have fuel left 
over-meaning some users may have been 
shorted-they are to bring it back and place 
it in the company's storage tanks. The driv­
ers claim that trucking management seldom 
asks the reason for the overage. 

Although the fuel tax problem takes on 
national proportions, enforcement is apt to 
be lax. Little interest is shown by most 
county, state, and federal officials, and most 
state legislators aren't excited by the situ­
ation. The federal government prefers to 
leave fuel tax collection to the states, and 
performs little auditing. 

In Chicago, John A. Ainla.y, executive sec­
retary of the American Petroleum Institute, 
commented, "Experienced tax men are al­
most unanimous in their opinion that noth­
ing will improve diesel fuel tax collections 
more than a rigid enforcement program 
backed by an adequate force of field men 
and auditors." 

Stoessel, owner of the Albert Stoessel Co., 
in Ottumwa, and the oldest fuel on dealer in 
the state, has been the spa.rkplug of much 
action against diesel fuel fraud, even though 
he is 77 years old. He recently charged the 
Iowa Petroleum Council's Tax Evasion Com­
mittee with making "no effort over the past 
12 years to assist the revenue departme~t 
to collect the diesel fuel tax." 

"Many major interstate truck operators 
take advantage of the fuel tax situation on 
a large scale," Shoessel told Fleet Owner. 
"This would include drivers as well as moon­
light operators. However, I don't think truck­
ing companies or private :fleets have any­
thing to do with setting up Ulega.llties." 

Stoessel told the Iowa Petroleum Council 
that one major refinery "sent a letter to all 
of its dealers in the U.S., telling them to stop 
selling fuel oil to truckers for use as diesel 
fuel. The letter received prominence in some 
of the oil trade publications in 1971, and 
shows to what extent thl& evasion has gone." 

Supporting Stoessel in his claim that the 
situation is serious, is a 1970 Iowa State sur­
vey of the number of miles trucks travel in 
the state. According to that survey an esti­
mated $13.5 mllllon 1n diesel fuel taxes 1s 
being lost annually. 

According to Stoessel, the largest petro­
leum market price listing indicates diesel 
fuel in 82 cities co~t 12c to 14~ more per 
gallon at the pump than in Iowa, where 



8006 CO GRESSIONAL RECORD-SENATE March 21, 1975 
prices run from 25c per gallon for less than 
50 gal., to 23c per gallon fer larger quan­
tities. The prl.ce dHferen.ce, he sd<l. · could. 
indicate that the Iowa tax is not being col­
lectec1 equally. 

Checking with Stoessel at pzess-tlme, Fleet 
Owner learn"OO that diesel tu was stW. 
selling for 23.9e per gallon 1n 'the Ottumwa 
area. Th1s 1s below the prtce at which he saya 
he can buy diesel fuel 1n transport quan­
tities. The lu:ference 1s that some dealers are 
not paying taxes a.m1 forcing others who are 
to ower thetr prices to stay tn business. 
If diesel fuel taxes were collected with the 
same efficiency as gasoline taxes. Stoessel 
added, diesel fuel taxes in Iowa could be 
reduced 2c a gallon. · 

Stoessel has long advocated that tru-ckexs 
be perniltbed. to buy fuel a.t the pump with­
out paytng \axes., in excha.nge for a single 
report and a stngle tax payment a.t the encl. 
of each month. He feels this type or system 
would el1m.lnate much o1 the diesel fuel 
fraud now ex1sttng in Iowa and other sta-tes. 

labeling est1m.aites of .$100 mlllion tn state 
and .federal tax losses as "very conservative.• 
Cart F. Scha.ch o.f the Iowa Highway Com­
mission cl.a.l.ms Iowa's 1970 diesel fuel tax 
collections a.mounted to $10.8 million, when 
it should have totaled $24.3 million. Iowa's 
diesel fuel tax collections jumped to $12.5 
million 1n 1971. but stlll short of wh'St 
Schach says they should be. 

"Iowa has little or no requJ.rem.ents to 
dtiferenttate between diesel fuel used for 
non-htghway purposes:• Seha.eb. sa.id. •'The 
bulk sta.ti()n operaror. the tank wagon opera­
tor. or .even the retail dealer makes thttl 
determlna.tton. AU they need tG do 1s to make 
a fake set of rooeipts or records, and no ta.x 
is pa14." 

Schach kicked over .a hornet's nest in 
197.0, when. he sugge&ted >t.h.a.t trucking 
associations stop .. defencllng every moon­
lighter who gets involved in fuel tax viola­
tions ... The associations don't defend them 
in any otlle<r msta.nees. he sa.ld. 

Answering protests from the American 
Trucking Aasoctatlons :and the Iowa Truck­
ing Assoelatlon, Schach said, "Trucldng 
oompa.nles th&t choose to belong to state 
and n&Uonal assoc1ations are generally 
straight-forward business firms. However, 
tha Ol"ga11lze<i truck!ng industry does not 
represent a m.ajmty o.f opemtoxs on the 
American highway today." Schach added tha.t 
he intended no inference that non-memDer­
ship llldlca.ted ques'tWnable conduct. 

.. Each time someone avoids tile payment 
of his f.alr shwe io.r roe.d tax use." he con­
tinued. .. a.l.l ~ a.ra deprived of the use 
of an tmprovad facUlty. In defense of the 
trucker when he pulls into a station., what 
assurance does he have tha.t the 8¢ per ga.l­
lon of dlesel fuel tax he pays ever .gets turned 
over to the depa.rtmelllt .of revenue?'' 

Don Briggs, Iowa dJ.rec1ior o! revenue. says 
his deperiment 1s conducting a. three-year 
audltl.ng program at trucklng ~pera.tiona 1n 
the state. By the .end of last spring, he .said, 
140 ca.rrters had been audlted., and each OD.e 
ended up paying an average o.f $1.200 in 
a.d.dWonal ta.xes. If this percentage holds true 
throughout t.b.e program. Briggs said. the 
state should map an annual $3.6 million in 
additional taxes. These e:ffGrts may be start­
ing to pay oJI. Iowa diesel fuel collections for 
tbe first b&lf of 1972 show a tax gain of 
$1.096.626 over 1D71. 

Briggs appears !;a be taJdng a careful. oon­
servatlv• look &t tbe problem, challenging 
unsubsta.nttated flgures and loss estlma.tes. 
He 1.s Interested In determlntng whelther eer­
"taln changes 1n the law would improve col­
lectlons wltbout hurting the truck.tng lndWJ• 
try. Etrorts are also beq m.a(ie by the m.D 
to stmpllfy rec1proclty, 1ncrease cooperation 
wl'th ot:b.er .s~ reduce the tnlcken 1n­
.torma.tion ~'W"fle.n.. and. crea.te uni!orm. .re­
ports and flltng dates. 

"The trucking industry is not flghtlng us." 
Briggs said. ..They don•t like the violators 
either." 

Because of weak enforcement and truck 
tmme three ttmes grea.ter than Iowa's, 
nnnois may be loolng up to $100 mUllon a 
yea.r tn diesel fuel taxes. 

Even thou,gh there has been some prog­
ress tn the Illlnois battle, Revenue Director 
Gem'ge E. Mahin sa.ld many of the tax dodges 
used in Iowa are also present in Illinois. Very 
preva1en.t 1n nunois, Mahin claims, is the 
practice of shorting large motor carriers on 
fuel deliveries in order to obtain diesel fuel 
for untaxed sales. 

To thwart this practice. Mahin said the 
department of revenue has cracked-down on 
oll distributors pumping diesel fuel directly 
from tankers into the tanks of groups of 
trucks on the streets and in terminal yards. 
One 'Such "mobile•• operation operated in the 
old Chicago Stockyard area. This practice 
Mahin pointed out. avoids payment of 7.5¢ 
per gallon 1n 'State tax, 4¢ per gallon in 
Federal tax and 1.5¢ per gallon in sales tax. 

In Georgia, the Motor Fuel Tax Division 
of the Department of Revenue actively en­
forces the payment of fuel taxes. The depart­
me:n,t !s currently investigating a misbrand­
ing case in which the suspect oil dealer has 
been. under surveillance for several weeks. 

.. From time to time we run into these 
situations," Georgia Revenue Director Curtis 
Modling .sa.ld, .. and most of them occur 
around the borders of the state:• 

In a recent action. Modling's division ren­
dered an assessment of approximately $104,-
000 against a.n agent of a national service 
station cha.ln. Filed in the Carroll County 
(Ga.) Supreme Court, following an audit, 
the suit charged the station operator with 
falling to pay state taxes. 

New Jers:!y is also .becoming more active in 
clamping down on fuel tax violators. Onere­
cently investigated case involved a sand and 
gravel :fleet making suspiciously large pur­
chases of heating fuel during summer 
months. 

Large-scale fuel tax eva.slon exists in 
Maryland. despite an energetic campaign by 
..John K. Coleman, gasoline tax division chief, 
who has increased diesel tax collection more 
than $300,000 ln each of the past three years. 
Coleman's crack-down-one of the most ef­
fective in the nation-is aimed primarily at 
mislabeling and fuel adulteration, and in­
volves heating fuel on distributors, service 
stations. and truckers who buy heating oil 
or untaxed diesel fueL 

Working very closely with the Internal 
Revenue Service and FBI, the Maryland Rev­
enue Depa.rtment is now involved in investi­
gations 1n Maryland, the District of Colum­
bia. Norfolk. Va., a.nd New Jersey. Coleman 
insists tbat fuel tax evasion exists ln every 
state. even though state officials don"'t know 
lt. In Maryland. Coleman has noted an in­
crease in violations in all fuel tax categories 
including violations by truckers. 

Maryland truck consumers of diesel fuel 
are llcensed and must post surety bonds. 
Under this procedure. Coleman explained, 
dlesel fuel ordered from a supplier 1s placed 
in 'the fleet operator•s underground storage 
tanks, and the :flee1i operator pays for it 
minus taxes. Each month the trucker flies 
a report with the .state tax commission, in­
dlca.tlng h1s Inventory. additional purchases, 
and the tax he owes. These reports -are com­
puterized and show a 24% gain in coUect1ons 
or dl.esel taxes as of July 19'72, compared with 
the 1'971 period. 

Although some 11eensed fUel distr1butors in 
.Maryla.n.d ve permitted to blend and com­
pound petroleum products, Coleman said. 
servlce station operators cannot. and there 
are severe penalties for violations of this taw. 
And under Maryland law all additives must 
be added at the refinery to prevent customers 
from being defrauded. Nevertheless, he 

added, many investigations ot diesel fuel tax 
evasion turn up incidents of fuel adultera­
tion by water or other foreign substances. 

Coleman told Fleet OWner that the prob­
lem of fuel tax evasion is not so much with 
regulated motor carries as it is with owner­
operators and small truckers. .. Legitimate 
truckers," he said, "favor our activities and 
wlll often loan us trucks to use in an inves­
tigation." Many times, he added. :fleet drivers 
and owner-operators Will notify officials if 
they discover an .. obviously suspicious deal.'~ 
Coleman's staff includes 32 .auditors plus 16 
inspectors. 

Much of Coleman•s investigation has been 
undercover. using trucker informants. hid­
den cameras, tape recorders. and state troop­
ers planted as gas station attendents. Cole­
man said hijacking accounts for a substan­
tial diversion o.f fuel in his state. He cited a 
few recent investigations by his department: 

Truclt drivers reported a. Baltimore h~t­
ing on firm which they believed were short­
ing certain government and industrial users. 
Subsequent investigation by Coleman•s office 
disclosed that the flrm sold more fuel than 
it had a. record of purchasing. Further in­
vestigation revealed the <11stribu't1on opera­
tion, over a two year period, resulted in 
certain mllita.ry bases being charged for 
some 500,000 gal. more than they received. 

Mllitary Intelligence aided Coleman's de­
partment in an investigation that cost the 
distributor $21,000 in fines and a trucking 
company $29,000 in fines. One of the military 
installations recently shorted on delfver!es 
was the U.S. Naval Academy at Annapolis. 

A 1971 1nvestlga.tlon revealed a. Baltimore 
service station operator was selling fuel oil 
to steel-haulers and owner-operators. Be­
cause he was passing the fuel on off as diesel 
fuel and selllng It without paying diesel fuel 
tax, the service station operator was arrested 
on charges of filing false tax reports. re­
bra.ndlng, and tax evas1on, and was hit with 
a lien of $127,000. 

In another of Coleman•s cases, -eight state 
troopers uncovered a re-brandlng operation 
.involving a long-haul trucking company op­
erating between Boston and Florida, and 
a truck stop. Arrests were made and asess­
ments of $70,000 each were levied against 

·the trucking company and truck stop opera-
tor. 

Another case broke when FBI agents, 
working on a hijacking case, noticed a heat­
ing on delivery truck making "midnight" 
dellveries to a truck stop. Further investiga­
tion revealed the truck stop had sold between 
500.000 gal. and 1.5 million gal. of hel.ting 
on to unsuspecting truckers. Although the 
'Station operator clalmed his records were 
destroyed by fire, he was convicted and fined 
'$70,000. 

Coleman also described a case ln which an 
abandoned, weed-covered "truck termlnal 1n 
the Curtis Bay area of Baltimore was used a.s 
a .. drop" for home heating -oU by delivery 
drivers who shorted their customers. The 

"beating o11 was sold to "gypsy" truckers a.t 
baTgain prices. 

This system was able t-o operate. Coleman 
.said. because so few resldenttal and t.ndus­
il-ial users of hea.~ on bother to eb~k 
their fuel indicator gage after .a. 11ellve1")'. 

In this connection. Coleman suggests "that 
:fleet operators buying bulk fuel check de­
livery tankers when they arrive to make 
sure they are fllled. Tanker compartments 
should be checkect again a.tte.r delivery. to 
make certain they 11.re empty. 

To encourage more untfonnlty in state 
specifl.eattons and en:!orcement programs. the 
State o~ Maryland invited eastern emriOOr 
states to a fuel tax evas1on semtnaz tn 1'970, 
to dLscuss the whole spectrum of plugging 
hQlea ln fuel tax laws. Du.rJnc the meeting, 
about 18 states sald they had enforcement 
prograinB, but only foul' states were able to 
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prove they had effective programs. SOme 
states didn't even own a pair of binoculars 
:for surveillance workl 

Tax officials were shown copies of a "crime 
manual prepared by Coleman's department 
complete with photographs made by hidden 
cameras, outll.nlng the various ways of pre­
venting fuel Y.x evaston. Por more than a 
year now~ Coleman has been lnvolvecl 2n 
writing a new manual, one deallng with fu­
ture state specifications tor diesel :!uel and 
heating on. 

Fleet Owner's research shows that two en­
forcement problems continue to exist: 

The federal tax authorities are rtding on 
the eoat tails of state enforcement and do­
ing comparatively Uttle on their own. 

Secondly. oil companies generally cannot 
effectively police the stations that carry their 
names because the dealers or operators are 
technically Independent business men, op­
erating under a lease arrangement. Coleman 
says, however. this mii.y change In the future 
because oil .compan.les appear Interested in 
buying ba-ck their stations. 

In addition. the oil companies are mar­
keting ••secondary.. brands in new stations 
under direct company control. competing 
against regular brands In some areas. 

Several recent developmenU3 wlll atfect 
Maryland's diesel tax collection efforts. 

Aa of 1973, Maryland tax authorities will 
not accept major oU company credit card 
7'eceipts as evidence that taxes have been 
or WUl be paid. The state prefers meter im­
printed tickets or statements which must 
be signed by .company presidents under pen­
alty of perjury. 

1n this connection, several Maryland gas 
stations were accepting competitive com­
pany gu credit cards when offered by truck­
ers. Later these cards were taken to ii.nother 
state and cashed in at other service stations 
at a discount. 

Coleman points out that there have been 
instances at so-called truck stops in Louisi­
ana where prostitutes were av.aJlable and 
their services charged through the truck 
driver's company credit cards. The "special 
services" were bllled to the trucking com­
pany as gallonage placed 1n the truck's fuel 
"tank. 

A signed and witnessed statement obtained 
from a Florida owner-operator by the Mary­
lancl Gasoline Tax Division also lndlcates 
that prostitutes were available at a Georgia. 
truck stop where fake Maryland and Dela­
-ware fuel tax receipts were readily available 
to truck drive:m. 

Maryland is also starting to generate a. 
microfilm tlle to be placed at au of the state's 
truck weigh stations. The file w1ll oonta.ln 
the names of truck 1leets who haven•t paid 
their fuel taxes. 

The situation can only be truly corrected 
by a eombtna.tton of state and federal team­
work, together with new elforts and under­
atandlng by the major refineries. The tzuck­
J.ng industry must also reeogn.Jze liB respon­
slblllty in remaining above reproach to ellml­
nate the possibilities of restrletive tax legis­
lation. 

GoUVERNDIENT Dl1 QmmEc# 
MI:HisTEal: DU B.EVENU, 
Quebec,. December 20~ 19'13. 

Mr. JAMES C. VLAZNY. 
Morton. Chemical Co"# 
Chfe«go,lR. 

DEAa 1\lJL VLAZNY! In answer to your letter 
of December 13. 19'13. m connection with our 
marking program of heating ons. I tAke 
pleasure to give y.ou some information on the 
progress of this program. 

Firstly. I am glad to aay that we are very 
enthvstast1c about our coloring program 
which has already b!'ought a substantial 1D­
ereaae in our monthly re'V'enues as revealed 
by the foDoving .statlat:l.ca: 

Revenue 
tliesel 

tax. .. ~ 
Juty:l972 ____________ $3,576,475 ___________ .: 

li73_________ 5, 083, 110 +42.1 
August: 

1972.---------- 4, 525, 441 __________ ..: 
1973.----------- 6, 079, 910 +34. 3 

September: 
1972_______ 4, 712, 599 -----------~ 
1973____________ 5, 907, 999 +25. 4 

October. 
1972 ____________ •• 306,273 ------------
1973____________ 6,144. 371 +42. 7 

Revenue 
diesel 

tax. .. ~ 
$150,300 
188,388 

143,542 
107,738 

148,924 
165,807 

1.49,282 
222,423 

It has been estlmatecl that we were losing 
about $25 million a year on diesel tax. we 
are con1ldent that additional revenue from 
$15 to $111 m11llon wm be recuperated In the 
first year of operation and the $25 million 
target should be reached In the second year 
when the control and enforcement of the Act 
are fully put into force. 

In order to appreciate fully the benefits 
derived from our dyeing program it must be 
taken Into account that our Quebec Depart­
ment of Revenue has for years m:ade con­
stant efforts to crack down on motor fuel tax 
dodgers. The following statistics 1n our reve­
nues over the last five ftscal years are sel:! 
revealing: 

Revenue 
diesel 

w, 
()-25¢ 1141r IDC~ase 

Revenue 
diesel 

tax 
0.03¢per 

galkln p&IOA {pei'C8!ftU 

t968-69 _____________ sz4, 094,533 
1969-7tJ.. ______ 28,583,879 
1970-71 ___________ 35. 336,208 
1971-72 ____________ 39,399,847 
1972-73 _____________ 43, 619,652 

-3. 75 $2. 228, 467 + 11. 6 2, 212, 121 
+23. i 2, 122, 792 
+lL 5 2, 172, 941 
+10. 7 2, 053,005 

It is our contention that the major in­
creases in 1969/'70 and 1970/71 were the di­
rect result of aggressive 1nvest1gatlon pro­
grams, court actions and prosecutions 
agat.nsi tax evaders. 

In order to achieve these already encour­
aging re3ults we use to have an audit staff of 
96 employees; I.e., 25 professional audltors 
and. 'lO audit agents. After J'\lly 1st, 1973, we 
have engaged 25 inspectors to check in the 
1leld the illegal use of colored iuel 1n self 
propelled vehicles. Besides our audit staJf of 
95 auditors -and agents, from 10 to 12 spec1al 
agentls o! our Spec!al Investigation Branch 
were continuously engag~ 1n tnv.est1gat1on 
fraud cases, rackets in tbe Wegal use of fuel 
oll and 1n buUdlng up cases for prosecution. 

We honestly believe that after we have 
completed our audit programs related to the 
application of our form.er Fuel Tax Aet we 
W1l1 be In a position to gradually reduce our 
audit staJf by fltty percent. 

Should we be able to attain this objective 
our cost for the dye a.ru1 compensation paid 
to the oil companies will be compensated by 
a reduetton ln our operating eost. According 
to our estimate our cost for the dye would 
be arouru1 $270,000 for 12 months, this for 
the marking of 1.6 bJllion gallons of fuel oil. 
~ addition we ar.e paying the oU compa­

nies a compensation of 0.014 per 100 gallons 
for the coloration, l.e. an addlttonal $160,000 
per year. Tllls compensation is being paid to 
cover any extra storage tanks and facilities 
pa.ld by the oil companies as well as operating 
cost related to the marking program. 

The overall cost of extra storage fa.ellitJes 
and equipment for the coloration (mec.h.ani­
cal injectors and equipment) has been esti­
mated at $3.5 mllllon for the whole petro­
leum industry. Tb1s estimate was determined 
after a deta.lled study ~d dtsensslon of the 
~~ fa.cWties needed with oftlclals of 

1:.he 1·e.finers, Importers ancl wholesalers. The 
original cost claJmed by the petroleum peo­
ple was t21 mllUon. 

Although, at first, we have faced a strong 
opposition on the part o! people of the pe­
troleum industry we have since Teceived a. 
very good cooperation after our regubtwns 
were published late 1n March 1973. The mark­
ing of fuel oll was 1n full operation on 
July 1st, 1973. As a temporary measure we 
have accepted that the dyeing ot fuel oll 
be done by hand at the re1l.neries and termi­
nals. The oil companies are now completing 
the installation of mechanical injectors and 
by the end of December or early 1n January 
the coloring wlll be done and controlled 
~ntirely by mechanical equipment. 

We are fully satisfied with the use of your 
Blue #10 dye and the tests to the laboratory 
are quite .conclusive so far even on lllegal 
blending of 5% colored fuel with clear diesel 
fuel. 

We have now 25 eases pending before the 
Courts for IDegal use of colored fuel, besides 
we won our .first ease In Court on a charge 
of illegal use of colored fuel; the trucker was 
sentenced to a fine of $200. 

For your information, you will find at­
tached clippings of the publicity we had on 
our court cases against people with heavy 
cr1m1nal records engaged in fuel oil rackets. 
We have evidence that these operators were 
closely linked with ranking members of the 
underworld 1n Montreal, same being well 
known to be related with erlme famllles of 
the Cosa Nostra of New York and Buffalo. 

We are glad that our marking program has 
already closed the door to a number of exist­
ing rackets. We are also .conftdent that we 
now have the necessary tools on hand to 
exercise a good control over the illegal llSe 
on non taxable fnels especially in the pres­
ent fuel cr:tsls period where diesel oil sells 
at high price. 

Mr. PERCY. Mr. President, in con­
clusion, I simply say that, onee again, 
I urge my colleagues, for the sake of the 
credibility of the American people, who 
are going to be very concerned, and I 
mean deeply conce1ned, at seeing the 
extent of debt rollup-from $40 to $50 to 
$60 to $70 to $80 billion-over the next 
few years, 1n 2 years, $120 binion, unless 
they see some evidence that 1s consistent 
with natlonal interest a.nd consistent 
with equity and fairness that we attempt 
to bring fn revenue where we can and 
where it will not hw·t. All this amend­
ment does ts enable us to enforce the 
law, which 1s being :flagrantly violated 
right now. Our States are losing revenue. 
They are laying employees o1f. Their bud­
get and income are down. Thls would 
put money in their pocket the easiest 
way, it will cost 1m nothing, it will pick 
up considerable revenue. 

I urg~ the acceptance by my distin­
guished colleagues, particularly those 
distinguished colleagues who have 
worked so hard on this tax bill. I hope 
that it can have the support of the chair­
man as well as my colleague. the ranking 
minority member. 

Mr. LONG. Mr. President, the <>nly 
reason I would know for voting down 
this amendment would be that some 
would contend that this should be on 
the energy biD rather than on this bill. 
But in view of the fact that e may 
very ell be adding amendments to the 
bill that would more Hkely be on the 
energy bm, of n expenditure or a cost, 
a tax expenditure or tax loss buts, I 
think that the Senator's argument 
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well taken. It probably wlll appeal to us 
in conference if we did take some steps 
to offset the cost of some of these tax 
incentives to encourage people to save 
energy. I will vote for the Senator's 
amendment. 

I shall be happy to yield some time in 
opposition to anyone who wishes to op­
pose it. 

As a matter of fact, Mr. President, I 
shall be willing to accept the amendment 
now unless there is objection to it. I ask 
unanimous consent that the amendment 
be agreed to. 

The PRESIDING OFFICER. Is there 
objection? 

The amendment was agreed to. 
Mr. PERCY. I thank my distinguished 

colleague. 
The PRESIDING OFFICER. Under the 

previous order, the Chair now recognizes 
the Senator from Maine (Mr. HATHAWAY) 
to call up his amendment, on which there 
is 10 minutes for debate. 

AMENDMENT NO. 137 

Mr. HATHAWAY. Mr. President, I call 
up amendment NCJ. 137. 

The PRESIDING OFFICER. The clerk 
will state it. 

The legislative clerk read as follows: 
The Senator from Maine (Mr. HATHAWAY) 

proposes an amendment to amend the In­
ternal Revenue Code of 1954. 

The amendment is as follows: 
At the end of the bill, add the following 

new title: 
That (a) subpart A of part IV of subchapter 
A of chapter 1 of the Internal Revenue Code 
of 1954 (relating to credits allowable) fs 
amended by renumbering section 42 as 43, 
and inserting after section 41 the following 
new section: 
"SEC. 42. INTEREST ON PRINCIPAL RESIDENCE. 

"(a) GENERAL RULE.-In the case of an 
individual, there shall be allowed as a credit 
against the tax imposed by this chapter for 
the taxable year an amount equal to the 
applicable percentage of the interest paid or 
accrued during the taxable year by the tax­
payer on indebtedness secured by a mortgage 
on real property owned and used by him 
as his principal residence or on any other 
indebtedness incurred by him to acquh·e or 
improve real property used by him ru:; his 
principal residence. 

"(b) APPLICABLE PERCENTAGE.-For pur­
poses of subsection (a), the applicable per­
centage shall be 26% percent. 

"(c) APPLICATION WITH OTHER CREDIT.­
Tbe credit allowed by subsection (a) for any 
taxable .year shall not exceed the amount 
of the tax imposed by this chapter for the 
taxable year reduced by the sum of the 
credits allowed by the preceding sections of 
this subpart (other than by sections 31 and 
39). 
"(d) SPECIAL RULES.-

" ( 1) PROPERTY USED IN PART AS PRINCIPAL 
RESIDENCE.-In the case of property only 
a portion of which is used by the taxpayer 
as his principal residence, there shall be 
taken into account, for purposes of sub­
section (a), so much of the interest paid 
or accrued by him with respect to such 
property as is determined, under regulations 
prescribed by the Secreta1·y or his delegate, 
to be attributable to the portion of such 
property used by him as his principal 
residence. 

"(2) JoiNT OWNERSHIP.-In the case of 
property owned and used by two or more in­
dividuals (other than a husband and wife) 
as their principal residence, the applicable 
percentage applied under subsection (b) 
shall, under regulations prescribed by the 

----~~ ~- ---

Secretary or his delegate, be applied sepa­
rately to such individuals. 

"(3) COOPERATIVE HOUSING.-For purposes 
of this section, an individual who Is a ten­
ant-stockholder in a cooperative housing 
corporation (as defined in section 216(b) )-

"(A) shall be treated as owning the house 
or apartment which he is entitled to occupy 
by reason of his ownership of stock in such 
corporation, and 

"(B) shall be treated as having paid or 
accrued interest with respect to such house 
or apartment during the taxable year equal 
to the deduction which would be allowable 
to him under section 216(a) but for the last 
sentence of such section. 

"(4) CHANGE OF PRINCIPAL RESIDENCE.-If 
during a taxable year a taxpayer changes his 
principal residence, this section shall apply, 
under regulations prescribed by the Secre­
tary Ol' his delegate, to that portion of the 
interest paid or accrued by him with respect 
to each such principal residence as is prop­
erly allocable to the period during which it 
is used by him as his principal residence. 

" (e) REGULATIONS.-The Secretary Or hiS 
delegate shall prescribe such regulations as 
may be necessary to carry out the purposes 
of this section.". 

(b) The table of sections for such subpart 
A is amended by striking out the last item 
and inserting in lieu thereof the following: 
"Sec. 42. Interest on principal residence. 
"Sec. 43. Overpayments of tax.". 

SEc. 2. (a) Section 163 of the Internal 
Revenue Code of 1954 (relating to interest) 
is amended by redesignating subsection (e) 
as (f), and by inserting after subsection (d) 
the following new subsection: 

"(e) INDEBTEDNESS ON PRINCIPAL REsi­
DENCE.-No deduction shall be allowed (in 
addition to the credit allowed under sec­
tion 42) under subsection (a) for interest 
paid or accrued on indebtedness secured by 
a mortgage on real property owned and used 
by the taxpayer as his principal residence or 
on any other indebtedness incurred by him 
to acquire or improve real property used by 
him as his principal residence.". 

(b) Section 216(a) of such Code (relating 
to tenant-stockholders of cooperative hous­
ing corporations) is amended by adding at 
the end thereof the following new sentence: 
"No deduction except for real property taxes 
shall be allowed (in addition to the credit 
allowed wider section 42) tinder the preced­
ing sentence with respect to any house or 
apartment which is uSed by the tenant;. 
stockholder as his principal residence." •. 

SEc. 3. The amendments made by this Act 
shall apply with respect to taxable years be­
ginning after December 31, 1974. - · 

Mr. HATHAWAY. Mr. President, this 
amendment allows a taxpayer to take 
a credit of 26% ~ercent for the interest 
that he pays on his mortgage, on his 
principal home only, in lieu of a tax de­
duction. The reason for the 26% percent 
is that it hits it at the same tax bracket 
that Mr. MONDALE'S tax credit hits in his 
provision in the bill, which allows a per­
son to take a $200 credit in lieu of the 
deduction for a dependent. 

This would benefit taxpayers, particu­
larly, in the $10,000 to $20,000 income 
brackets. It is estimated that 73 percent 
of those taxpayers would be benefited. It 
would be of substantial help to the hous­
ing industry and, as has been noted on 
the floor, time and time again during the 
debate on this matter, this is one of the 
best ways for us to spur the economy. 

One of the basic reasons why this 
would be a great incentive for the hous­
ing industry, a spur to the housing in­
dustry, is that it would reduce the e{-

- T 

fective interest rate on taxpayers, and it 
would provide a very great boost to tax­
payers in that, at the beginning of their 
mortgage payments, the interest part of 
the mortgage payment, as opposed to the 
payment made on principal, is the higher. 
The cost of the program, to be sure, is $1 
billion. It is not as stated in the pamphlet 
that has been circulated, which I think 
states over $1 billion. It is just about $1 
billion because it applies to the principal 
home only. 

I realize that we are trying to keep the 
amount of this bill down as much as we 
can, but the proposal that was made by 
the Senator from Louisiana, the chair­
man of the committee, to allow a tax 
credit for new and existing homes has 
been modified so that that only affects 
new homes, thereby saving about $2 bil:. 
lion over the original committee bill. I 
suggest that this amendment, by add~ 
ing just $1 billion and covering both new 
and used homes, has still not reached the 
original $3 billion we had proposed to 
spur the housing industl'Y. 

Mr. LONG. Mr. President, this amend­
ment was not agreed to in the committee 
I voted for it when it was suggested in 
the committee and I therefore feel that 
I should yield time to someone who de­
sires to speak in opposition, if someone be 
present who desires to do so. Otherwise, 
I shall just yield back the time. 

I think I should point out that the 
revenue losses estimated to the Treasury 
will be $1.165 billion. I shall yield time if 
someone desires at this point to speak in 
opposition. 

Mr. SPARKMAN. Mr. President, may I 
ask a question? 

Mr. LONG. Yes. 
Mr. SPARKMAN. The Senator gave a 

figure. 
Mr. LONG. $1.165 billion. 
Mr. HATHAWAY. If the Senator will 

yield, I wish to con·ect that figure. It was 
·reestimated to be about $1 billion, for­
getting the $165 million. At the time they 
first computed it, they did not allow for 
the "fact that it applied to principal resi­
dences only, so it has been computed at 

. about $1 billion. 
Mr. SPARKMAN. In the bill as it was 

first presented, as I understand, there 
was a $2,000 allowance, was it? 

Mr. LONG. A tax credit of up to $2,000 
to aid in the purchase of new homes. That 
. is still in the bill. 
- Mr. SPARKMAN. Will that be in the 

bill if this goes in, or will this be a sub­
stitute? 

Mr. HATHAWAY. This is in addition. 
Mr. LONG. This would be in addition 

to that. 
Mr. SPARKMAN. I wish to say to both 

of the Senators that I believe all in here 
kriow that I have been greatly interested 
in housing. I have not felt that that pro­
vision in the bill is the way to stimulate 
housing. I say that very frankly. I want 
to see a good, strong housing program, 
but I just cannot bring myself to believe 
that this is the best way. 

I think this "\\rill do more, what the Sen­
ator from Maine has provided, than will 
what is in the bill. But I am somewhat 
disturbed by the provision in the bill and 
what the impact of that will be. I wish 
something could be worked out so that 

I 
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that could be modified and brought down Mr. MOSS. Mr. President, a parlia-
to a lower level. mentary inquiry. 

By the way, the National Association The PRESIDIN'G OFFICER. The Sen-
of Home Builders were testifying before ator will state it. 
our committee just a couple of days ago, Mr. MOSS. I understand there was an 
and they did not seem to be too inter- order entered as to certain amendments 
ested in the provisions that are in the that might be discussed before our 
bill. I do not recall whether they came entering upon the debate prior to clo­
out with a definite statement against it, ture. I made an attempt to modify an 
but they took somewhat the same stand amendment, and was told I would have 
that I am taking, I think, that that was to wait. 
not the way to stimulate homebuilding. There are two ways to go, as I under-

Mr. HATHAWAY. I thank the Senator stand: either I can ask unanimous eon­
very mtroh for his support of my amend- sent that I be able to offer my modifica­
ment. tion now, or, if we start the discussion, 

Mr. SPARKMAN. It seems to be rather to ask the floor leader for time on that. 
d1ffi.cult to support the Senator's amend- I am willing to go either way, whatever 
ment, 1f it were to be added on top of the parliamentary requirement may be. 
this other provision, because that would Mr. LONG. Is the Senator talking 
be a tremendous drain on the Treasury. about the Domenici amendment? 

Mr. LONG. Mr. President, what the Mr. MOSS. Mine is a modification of 
amendment proposes, as I understand it, the Domenici amendment. 
is that there be a tax credit for taxpayers Mr. LONG. I ask unanimous consent 
in the low-income brackets which would that when we reach the Domenlci 
amount to the equivalent of a deduction amendment, the amendment of the Sen­
of 26% percent of their mortgage in- ator from Utah may be offered. 
terest costs. Mr. MOSS. The Domenici amendment 

Mr. SPARKMAN. 26% percent. has already been offered. 
Mr. LONG. The thought there is that Mr. LONG. The Senate has not voted 

if taxpayers are in the lower income on the Domenici amendment yet. Does 
brackets, the deduction does not do them the Senator wish to vote on his amend­
enough good, and, therefore, the Senator ment before the vote on the Domenicl 
would suggest that they have a tax credit amendment? 
which would give them the same advan- Mr. MOSS. That is correct. 
tage that someone would have if he were Mr. LONG. Mr. President, I ask 
in a 26-percent tax bracket. unanimous consent that the Senate vote 

Mr. SPARKMAN. I was more con- on the Moss amendment immediately 
cerned with the provision that is in the prior to the vote on the Domenici 
bill. As I say, if his were a substitute for amendment. 
that, 1 could support it readily, but I do The PRESIDING OFFICER. '\rVithout 
not see how I can support both. objection, it is so ordered. 

Mr. HATHAWAY. Perhaps if we leave Mr. FANNIN. Mr. President, the rank-
both of them in the bill, it could be ironed 1ng minority Member is not in the 
out in conference. The House has neither Chamber. Is that agreeable to him? 
provision. The House could have the op- Mr. MOSS. He agreed to that. I asked 
tion to select one. Perhaps they would him. 
select both also. Mr. LONG. I now ask unanimous con-

Mr. SPARKMAN. I would suggest that sent that there be a limitation of 10 min­
many of these items added over here utes, to be equally divided, for debate on 
would be ~h·oned out" in conference, as is the Moss amendment to the Domenicl 
usual. 1 simply wanted to make those amendment. 
comments. The PRESIDING OFFICER. Without 

The PRESIDING OFFICER. The Sen- objection, it is so ordered. 
at.or from Louisiana has the tloor. Mr. MOSS. Mr. Pr~ident, I have sent 

Mr. LONG. Mr. President, I ask unan- to the desk my modification. I ask that 
1mous consent that the amendment by it be reported, but that I be permitted 
theSenatorfromMaine <Mr. HATHAWAY) to explain it. 
be regarded as germane, but that the fact The PRESIDING OFFICER. The 
of this amendment being made germane amendment will be stated. 
not be regarded as making other amend- The legislative clerk read as follows; 
ments concerning the same subject ger-
mane. The Senator from Uta.h (Mr. Moss) pro-

The PRESIDING OFFICER. Without poses an amendment to the amendment (No. 
objection. it is 80 ordered. 191) of the Senator from New Mexico (Mr. 

DoMENICI). 
Mr. LONG. Mr. President, 1 believe it 

ls understood that this amendment . Mr. Moss' amendment is as follows: 
WOuld be voted on after the ones on PART III-TAX INCENTIVES FOR CERTAIN 
Which we have agreements to vote. ENERGY-RELATED IMPROVEMENTS OF 

The PRESIDING OFFICER. If the BUILDINGS 
yeas and nays are Ordered On it, the SEC. 1. INSULATION OF PRINCtPAL RESIDENCE. 
Senator is correct. (a) GENERAL RULE.-Bubpart A o1 part 1V 

Mr. LONG. I ask for the yeas and nays of subchapter A of chapter 1 (relating to 
th th crecUts allowable) 1s amended by redesig-

on e Ha away amendment. nating section 43 as section 44 and by insert-
The PRESIDING OFFICER. Is there a ing after section 42 the following new sec-

sufficient second? tion: 
The yeas and nays Were Ordered. "SEC. 43. INSULATION OF PRINCIPAL RESIDENCE. 
The PRESIDING OFFICER. The Sen- .. (a) GENERAL RULE.-In the case of an in-

to f Louis. dividual, there shall be allowed as a credit 
a r rom lana may proceed. against the tax Imposed by this chapter 1o! 

Mr. LONG. Mr. President, I yield to the taxable year an amount equal to the sum 
the Senator from Utah. of-

" ( 1) 40 ·percent of the quallfted insulation 
expenditures paid by the taxpayer during the 
taxable year with respect to any residence 
to the extent that such expenditures do not 
exceed $500, plus 

••(2) 20 percent of the qualified Insulation 
expenditures paid by the taxpayer during the 
taxable year with respect to such residence to 
the extent that such expenditures exceed 
$500 but do not exceed $1,000. 

u (b) LIMITATIONS.-
.. (1) APPLICATION wrrH OTHER CREDITS.­

The crecUt allowed by subsection (a) shall 
not exceed the amount of the tax imposed 
by this chapter for the taxable year reduced 
by the sum of the credits allowable under-

••(A) section 33 (relating to foreign tax 
credit), 

•• (B) section 37 (relating to retirement 
income), 

•'(C) section 38 (relating to investment 
in certain depreciable property and purchases 
of certain recyclable waste) , 

"(D) section 40 (relating to expenses of 
work incentive programs), and 

.. (E) section 41 (relating to contributions 
to candidates for public offl.ce). 

"(2) PRIOR EXPENDITURES TAKEN INTO AC• ' 
COUNT.-If-

•• (A) the taxpayer made quallfled insula­
tion expenditures with respect to any resi­
dence in any prior taxable year, or 

.. (B) any prior owner of any residence 
made qualified insulation expenditures with 
respect to such residence. 
then subsection (a) shall be applied with 
respect to such residence for the taxable year 
by reducing (but not below zero) the dollar 
amounts contained in such subsection by the 
aggregate of the expencUtures described in 
subparagt·aphs (A} and (B). 

"(c) DEFINITIONS AND SPECIAL RULES.-For 
purposes of this section-

.. (1) QUALIFIED INSULATION EXPENDITURES.­
The term 'quallfted insulation expenditures' 
means any amount paid by an individual !or 
any installation (other than pursuant to a 
reconstruction of the dwelling unit) which 
occurs after March 17, 1975, and before Janu­
ary 1, 1977, of insulation in any dwelling unit 
which-

.. {A) at the time of such installation is 
owned by the incUvidual and used by him as 
his principal residence (withtn the meaning 
of section 1034): and 

"(B) is in existence on March 17, 1975, 
and used on such date by one or more indi­
viduals as a residence. 

''(2) lNsULATION.-The term ~insulation' 
means any insulation, storm (or thermal) 
window or door, or any other sim11ar item­

.. (A) which is designed to reduce, when in­
stalled 1n or on a bullding, the heat loss or 
gain of such building, 

"(B) original use of Whicll commences 
with the taxpayer, and 

"(C) which has a useful life of at least 
3 years. 

"(3) JOINT OWNERSHIP.-In the case of any 
building which 1s jointly owned, and is used 
during any calendar year as a principal resi­
dence, by two or more individuals--

.. (A) the amount of the credit allowable 
under subsection (a) (after applying sub­
section (b) (2)) with respect to any quali­
fied insulation expencUtures paid during such 
calendar year by any of such 1ncl1viduals 
With respect to such building shall be deter­
mined by treating all of such individuals as 
one taxpayer whose taxable year is such cal­
endar year, and 

"(B) each of such individuals shall be al­
lowed a credit under subsection (a) for the 
taxable year in which such calendar year 
ends (subject to the limitation of subsec­
tion (b) (1)) in an amount which bears the 
same ratio to the amount determined under 
subparB.t,<>-raph (A) as the amount paid by 
such individual during such calendar year for 
such expenditures bears to the aggregate of 
the amounts paid by all of such individuals 
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during such calendar year for such expendi· 
tures. 

"(4) TENANT-STOCKHOLDER IN COOPERATIVE 
HOUSING CORPORATION.-In the Case Of an In• 
divldual who holds stock as a. tenant-stock­
holder (as defined in section 216) in a. co­
operative housing corporation (as defined in 
such section). such individua.l-

"(A) shall be treated as owning the dwell­
ing unit which he is entitled to occupy as 
such stockholder; and 

"(B) shall be treated as having his tenant­
stockholder's proportionate share (as defined 
in section 216(b) (3)) of any qualified insu­
lation expenditures paid by such corporation. 

"(d) REDUCTION OF BASIS.-The basis Of any 
property shall not be increased by the 
amount of any qualified insulation expendi· 
tures made with respect to such property to 
the extent of the amount of any credit al• 
lowed under this section with respect to such 
expenditures. 

"(e) TERMINATION.-This section shall not 
apply to any amount paid after December 31, 
1976." 

(b) TECHNICAL AND CONFORMING AMEND• 
l\lENTS.-

( 1) The table of sections for such sub· 
part A is amended by striking out the last 
item and inserting in lieu thereof the fol• 
lowing: 
"Sec. 43. Insulation of prlncipal residence. 
"Sec. 44. Overpayments of tax.'' 

(2) Section 56(a.) (2) (rela.ting to imposi· 
t ion of minimum tax) is amended by 
striking out "and" at the end of clause (iv). 
l)y striking out "; and" at the end of clause 
(v) and inserting in lieu thereof "• and". 
and by inserting after clause (v) the follow­
lug new clause: 

·"(vi) section 43 (relatiug t o insulat ion of 
principal residence) ; aud". 

(3) Section 56(c) (1) (relating ·to tax 
carryovers) is ameuded by striking out 
"and" at the end of subparagraph (D), by 
striking out "exceed" at the end of subpara­
graph (E) and inserting in lieu thereof 
"aud'' and by inserting after subparagraph 
(E) the following new subparagraph: 

"(F) section 43 (relating to insulation of 
principal residence). exceed". 

(4) Subsection (a) of section 1016 (re• 
lating to adjustments to basis) is amended 
by striking out the period at the end of 
paragraph (22) and inserting in lieu thereof 
a semicolon and by inserting after paragraph 
(22) the following new pa.ragraph: 

"(23) to the extent provided in section 
43(d), in the case of property with respect 
to which a. credit has been allowed under 
section 43." 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to amounts 
paid after March 17, 1975, in taxable years 
ending after such date. 
SEc. 2. REsm~NTIAL SoLAR ENERGY EQUIP· 

MEN'r. 
(a) GENERAL RULE.-Subpart A of chapter 

IV of subchapter A of chapter 1 (relating to 
credits allowable) is amended by redesignat• 
ing section 44 as section 45 and by inserting 
after section 43 the following new section: 
"SEC. .44. RESIDENTIAL SOLAR ENERGY EQUIP• 

MENT. 
"(a) GENERAL RULE.-In the case of an 

individual, there shall be allowed as a credit 
against the tax imposed by this chapter for 
t he taxable year an amount equ al to the 
sumof-

"(1) 40 percent of the qualified solar en­
ergy equipment expenditures paid by the 
t axpayer during the taxable year with re­
spect to any residence to the extent that 
such expenditures do not exceed $1,000, plus 

"(2) 20 percent of tlle qualified insula­
tion expenditures paid by the taxpayer dur· 
ing the taxable year with respect to such 
residence to the extent that such expendl· 
t ures exceed ·$1,000 but do not exceed $2,000. 

- - - ---- -

"(b) LIMITATIONS.-
" ( 1) APPLICATION WITH OTHEB CREDITS.­

The credit allowed by subsection (a.) shall 
not exceed the amount of the tax imposed 
by this chapter for the taxable year reduced 
by the sum of the credits allowable under-

"(A) section 33 (relating to foreign tax 
credit). 

"(B) section 37 (relating to retirement 
income), 

"(C) section 38 (relating to iuvestment 
in certain depreciable pl'Operty and pur­
chases of certain recyclable waste) • 

"(D) section 40 (relating to expenses of 
work incentive programs), 

"(E) section 41 (relatiug to contributions 
t o candidates for public office) , and 

"(F) section 43 (relating to iusultatlon 
of principal residence) . 

"(2) PRIOR EXPENDITURES TAKEN INTO AC­
COUNT.-If-

"(A) the taxpayer made qualified solar 
energy equipment expenditures with respect 
to any residence in any prior taxable year. 
or 

"(B) any prior owner of such residence 
made qualified solar energy equipment ex­
penditures with respect to such residence. 
then subsection (a) shall be applied with 
respect to such residence for the taxable 
year by reducing (but not below zero) the 
dollar amounts contained In such subsection 
by the aggregate of the expenditures de· 
scribed in subparagraphs (A) and (B). 

" (C) DEFINITIONS AND SPECIAL RULES.­
For purposes of this section-

" ( 1) QUALIFIED SOLAR ENERGY EQUIPl\-tENT 
EXPENDITURES.-The term •qualified solar 
energy expenditures' means any amount 
paid by an individual fOil" any installation 
(other than pursuant to a · reconstruction 
of the dwelling unit) which occurs after 
March 17, 1975, and before January 1, 1977, 
of solar energy equipment, in any dwelling 
unit which- · 

"(A) at the time of such iustallation is 
owned by the individual and used by him as 
his principal residence (withill the meauing 
of section 1034); and 

"(B) is in existence on March 17, 1975, 
and used on such date by one or more in­
dividuals as a residence. 

"(2) SOLAR ENERGY EQUIPMENT.-The term 
'solar energy equipment' means equipment 
which conforms to performance criteria es­
tablished by the National Bureau of Stand­
ards, and-

"(A) which is designed, when installed 
in or on a building, to use solar energy to 
heat such buildiug o1· to heat water for use 
within such buUding, 

"(B) the original use of which commences 
with the taxpayer, and 

"(C) which has a. useful life of at leas t 3 
years. 

"(3) JOINT OWNERSHIP.-In the case Of any 
buUding which is jointly owned, and is used 
during any calendar year as a principal resi­
dence, by two or more 1ndividuals--

"(A) the amount of the credit allowable 
under subsection (a) (after applying subsec­
tion (b) (2)) with respect to any qualified 
solar energy equipment expenditures paid 
during such calendar year by any of such in· 
dividuals with respect to such buUding shall 
be determined by treating all of such In· 
dividuals as one taxpayer whose taxable year 
is such calendar year; and 

"(B) each of such individuals shall be al­
lowed a credit under subsection (a) for the 
taxable year in which such calendar year 
ends (subject to the limitation of subsection 
(b) (1)) in an amount which bears the same 
ratio to the amount determined under sub­
paragraph (A) as the amount paid by such 
individual during such calendar year for 
such expenditures b_ears. to the aggregate 
of the amounts paid by all of such individuals 
during such calendar year for such expendl· 
tures. · 

-

"(4) TENANT-STOCKHOLDER IN COOPERATIVE 
HOUSING CORPORATION.-In the Case Of an in• 
dividual who holds stock as a tenant-stock­
holder (a~ defined in section 216) in a co­
operative housing corporation (as defined 
in such section) , such indivldua.l-

"(A) shall be treated as owning the dwell­
ing unit which he is entitled to occupy as 
such stockholder; and 

"(B) shall be treated as having paid his 
tenant-stockholder's proportionate share (as 
defined in section 216(b) (3)) of any quali· 
fied solar energy equipment expenditures 
paid by such corporation. 

"(d) REDUCTION OF BABIS.-The basis of 
any property shall not be increased by the 
amount of any qualified solar energy equip­
ment expenditures made with respect to such 
property to the extent of the amount of any 
credit allowed under this section wtlh re­
spect to such expenditures. 

(e) TERMINATION.-This section shall not 
apply to any amount paid after December 31, 
1976.'' 

(b) TECHNICAL AND CONFORMING AMEND• 
MENTS.-

( 1) The table of sections for such subpart 
A is amended by striking out the last item 
and inserting in lieu thereof the following: 
"Sec. 44. Residential solar energy equipment. 
"Sec. 45. Overpayments of tax.'' 

(2) Section 56(a) (2) (relating to imposi­
tion of mlllimum tax) is amended by strik­
ing out "and" at the end of clause (v), by 
striking out"; and" at the end of clause (vi) 
and inserting in lieu thereof ", and". and 
by inserting after clause (vi) the following 
new clause: 

"(vii) section 44 (relating to residential 
solar energy equipment); and". . 

(3) Sectton 56(cy (1) lrelating to · tax car­
ryovers) is amended by striking out "and" 
at the end of subparagraph (E), by striking 
out "exceed" at the end of subparagraph 
(F) and inserting in lieu thereof "and", and 
by inserting after subparagraph (F) the fol­
lowing new subparagraph: 

"(G) section 44 (relating to residential 
solar energy equipment), exceed". 

(4) Subsection (a.) of section 1016 (relat­
ing to adjustments to basis) is amended by 
striking out the period at the end of para­
graph (23) and inserting in lieu thereof a 
semicolon and by inserting after paragraph 
(23) the following new paragraph: 

"(24) to the extent provided in section 44 
(d). in the case of property with respect to 
which a credit has been allowed under sec­
tion 44." 

(c) EFFEC'l'IVE DATE.-The amendr1ents 
made by this section shall apply to amounts 
paid after March 17, 1975, in taxable years 
ending after such date. 

Mr. MOSS. Mr. President, this follows 
the general concept of the Domenici 
amendment, in that it provides for re­
bate of money for insulating of homes, 
and contains a special provision for sola.r 
energy. 

This is a matter that I have been con­
cerned with for a long time. In fact, on 
February 13 of 1973 I introduced the first 
bill on this matter, and that was incor­
porated in the emergency energy bill on 
the 15th of November 1973 and adopted 
unanimously by the Senate. Of course, 
that bill was vetoed by the Presic!ent, so 
it was lost. Thereafter, on the 15th of 
January, I introduced again a bill of this 
sort. 

What do I suggest by way of modifica­
tion of the Domenici amendment? It is 
to substitute the proposal introduced by 
Chairman ULLMAN of the House Ways 
and Means Committee 1n terms of this 
tax incentive for residential energy con-
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servation and imp1:ovements, which 
would modify it iri this respect: 

A 40-percent tax credit ·on the first 
$500 of cost of insulation, storm windows, 
and so on, that are installed in a dwell­
ing home, anu a 20-percent tax credit on 
the second $500, which is a total of $1,000 
that a person might receive as a tax 
credit base for appropriate insulation of 
hishome. · · · 

For solar and heating devices, we have 
the same percentages, 40 and 20, but the 
first 40 percent would be for $1,000, then 
20 percent for the second $1,000, and, 
therefore, there could be a $2,000 ceiling 
on using solar energy, to encourage that. 

There ·is no optional tax deduction, 
but simply a tax credit, and thi£ is be­
cause a tax deduction favors the high­
income taxpayer, and is not the incen­
tive to ·the lower income taxpayer that 
a tax credit is. It puts the greater incen­
tive where it is needed. 

The other thing that it seems to me 
is a really potent argument for this pro­
posal is that these are the terms of the 
Ways and Means Committee bill on the 
House side, and for that reason I would 
think when it goes to conference, the 
likelihood of its being accepted in con­
ference is very great, and I would think 
there would not be much opportunity, on 
this proposal, to argue about it. 

It does have an impact on the treasury, 
but it also has an impact in creating jobs, 
both in materials and employment, and 
in the actual installation of the insula­
tion, and it also has an effect on net 
exports from this country. Thus, under 
an econometric study that was made by 
the Chase Institute, .it ·was determined 
that the job creation potential and the 
amount of increased activity in materials 
are such that the bill is not really a bur­
den on the treasury, but ·:fits in with the 
two things we are trying to accomplish 
right now: First, to get people back to 
.work, and second, to conserve energy. 
This proposal would do both things. 

Therefore, I offer this as a modifica­
tion of the Domenici amendment, and 
ask for the yeas and nays upon it. 

The PRESIDING OFFICER. Is there 
a sufficient second? 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

Chair would like to ask the Senator from 
Utah is this a substitute for the Domenici 
amendment or amendment to his 
amendment? 

Mr. MOSS. Well, I have called it a 
modification because I wanted to make 
it clear that I am not displacing his 
idea at all. I simply have a better for­
mula, I think. 

The PRESIDING OFFICER. Would it 
then be a substitute amendment? 

Mr. MOSS. I will offer it then as a 
substitute. It is the Ullman provision 
that appears on page 75 of H.R. 5005. 

Mr. FANNIN. Mr. President, is there 
any time remaining? 

Mr. LONG. Is there a request for time 
in opposition? 

Mr. FANNIN. In opposition. 
Mr. LONG. In opposition. I yieid to 

the Senator from Arizona. . · 
. Mr. FANNIN. Mr. P1·esident, although 
I agree with the S.enatOr from Utah that 

there are very valuable features to his 
amendment I oppose it because I do not 
feel that allowing a 40-percent credit on 
the :first $1,000 spent on solar equipment 
will be enough. 

What we are trying to do is to achieve 
the mass development throughout the 
United States of solar energy installa­
tions We are interested in solar energy, 
and I think the distinguished Senator 
only cove1·s heating. I do not see in his 
proposal that it covers cooling. 

Would the Senator respond on whether 
or not hts amendment also provides for 
cooling? 

Mr. MOSS. It covers insulation. 
Mr. FANNIN: I am talking about the 

solar energy part. 
Mr. MOSS. Yes, I think it does. 
Mr. FANNIN. There is not any explan­

ation there that would cover cooling, and 
I would certainly feel this is a highly 
essential part of it. I think we cannot 
afford to invest the amount of money 
that the Senator discusses unless we are 
going to have results of a br0ader nature 
than just heating. 

As I understand it, the great hope for 
solar energy cutting down the load of the 
utilities is to combine solar energy with 
the heat pump an.d other devices and 
supplemental heating and cooling. I just 
want to be certain that we accomplish 
that. The Domenici amendment does, but 
I do not feel, from the information I have 
on the amendment of the distinguished 
Senator from Utah, that it accomplishes 
that objective. 

Mr. MOSS. Well, as the Senator well 
knows, we now have in law a bill that 
provides that the Housing and Urban 
Development Administration, in con­
junction with the National Aeronautics 
a.nd S.cience Administ1·ation, is · building 
demonstration homes in a number of 
places with respect to heating and cool­
ing, and we are trying to get developed 
the equipment that does that. This is an 
incentive to step up now and use what we 
know about the technique that is being 
perfected. 

Mr. FANNIN. I think the distinguished 
Se!mtor has answered the question, but 
I JUSt want to elaborate that I do not 
feel in conference we can hold a $1 bil­
lion proposal. So my goal is to try to get 
something in the bill that will spread 
the story of solar energy throughout the 
United States by including a tax incen­
tive which people will investigate. The 
net result will be that millions upon mil­
lions of dollars can be saved by the utili­
zation of solar energy for supplemental 
heating and cooling. 

I do not feel that we should walt until 
we have all of these solar devices per­
fected that will also take care of cool­
ing and I t:t.ink that will be some time 
in the future--we can now combine it 
with other deviGes such as the heat pump, 
and get immediate results. 

Mr. MOSS. I do appreciate the Sena­
tor's comments. 

The principal recommendation I 
think; on thfs .is. ·we a1;e likely to get this 
in the bill if. we- take the modification 
here because it· ·OOnforms exactly with 
what the House Ways and Means Com­
mittee has alreadJ" reported. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. FANNIN. The Senator from New 
Mexico has time in opposition to the 
Moss substitute to his amendment. 

The PRESIDING OFFICER. The Sen­
ator from New Mexico. 

Mr. DOMENICI. Mr. President, I might 
further say to the Senator from Utah 
that I apologize for not being here when 
he presented his substitute. I was aware 
he was going to, but I was in a commit­
tee hearing. 

May I ask the Senator a few questions 
about the difference in the two bills? 

Mr: MOSS. Yes. 
Mi·. DOMEN!CI. First, a-s I understand 

it, the Senator's proposal woUld cover 
only existing homes to whatever extent 
it is applicable; it is only for existing 
homes, is that coiTect? 

Mr. MOSS. That is con·ect. 
Mr. DOMENICI. It does not cover com­

mercial at all in any respect; is that cor­
rect? 

Mr. MOSS. This does not extend to 
commercial construction because the 
owner of a commercial building may take 
a business deduction in modifying his 
building. 

Mr. DO.l\IENICI. Then it does not cover 
new homes at all, even though we are 
aware of a minimum and a maximum 
existing HUD standard, and all the new 
homes are required to comply with a 
minimum, but there is a maximum that 
is covered by the Domenici-Humphrey 
amendment but not by the Senator's 
amendment; is that correct? 

Mr. MOSS. That is right. This does not 
cover new homes because we already have 
a provision in this bill for credit for those 
building new homes. This is to encourage 
those to insulate their homes that al­
ready have an existing home, and it is to 
meet this. 

In addition to that, as the Senator well 
knows, because he helped with the bill, 
we have in addition the fact that HUD 
and NASA are operating 1·ight now, build­
ing demonstration new homes. 

Mr. DOMENICI. On the other hand, 
speaking of the existing provisions in the 
bill regarding new construction, I still 
ask the question of the Senator, this has 
not special treatment for insulation or 
solar energy with reference to new 
homes? 

Mr. MOSS. No. They must rely on that 
other incentive rather than this incen­
tive. 

Mr. DOMENICI. I ask the Senator 
what is there in the existing proposal 
that would be an incentive? 

The PRESIDING OFFICER. All time 
on the amendment of the Senator from 
New Mexico has expired. 

Under the previous order, the Chair 
lays before ·the Senate the motion to 
close debate on H.R. 2166, the time to 
be equally divided and controlled by the 
Senator from Louisiana <Mr. LONG) and 
the Senator from Nebraska <Mr. CuRTis). 

Who yields time? 
Mr. LONG. Mr. President, I ask 

unanimous consent that the Senator 
from Alabama be given 10 minutes of 
my time, that 10 minutes of my time 
might be taken for the Senator from 
~labama to offe,:" his amendment. 
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The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. SPARKMAN. Mr. President, I 

send an amendment to the desk and ask 
the clerk to report. 

The PRESIDING OFFICER. The clerk 
will report. · 

The legislative clerk read as follows: 
At the appropriate place, insert the fol­

lowing new section: 
SEC. • LIMITATrON ON INDUSTRIAL DEVELOP· 

MENT BoNDS 

(a) Section 103(c) (6) of such Code (re­
lating to exemption from industrial devel­
opment bond treatment for certain small 
issues) is amended-

( 1) by striking out "$5,000,000" in the 
heading of subparagraph (D) and by insert• 
ing in lieu thereof "$10,000,000"; 

(2) by striking out "$5,000,000" in sub­
paragraph (d) ( i) and by inserting in lieu 
thereof "$10,000,000. 

(b) The amendments made by subsection 
-- shall apply with respect to obligations 
issued after the date of enactment of thhl 
Act. 

The PRESIDING OFFICER. The Sen­
ator from Alabama. 

Mr. SPARIO.IAN. Mr. President, this 
is essentially a small business proposition 
and one that instead of costing the Gov­
ernment money will actually make a 
profit to the Treasury of the United 
States because what it does is to lift to a 
reasonable level the amount that would 
be available for industrial development 
bonds. Those bonds are issued, they are 
tax-exempt bonds, for the purpose of al­
lowing development companies to build 
plants. Ordinarily they are small plants 
that will employ 25, 30, 50 people, but it 
will create jobs in places where they are 
needed, and will actually pay a profit to 
the Federal Government as the result of 
their production. 

Mr. CURTIS. Mr~ President, will the 
distinguished Senator yield? 

The PRESIDING OFFICER. Will the 
Senator yield? 

Mr. LONG. Will the Senator yield? 
This amendment was offered in the com­
mittee and it uas discussed and voted on. 

Now, it is not germane to the bill as it 
stands, but I think that--

Mr. SPARKMAN. However--
Mr. LONG. Wait just a minute. I think 

this amendment should be voted on by 
the Senate. It was voted on by the com­
mittee, and I ask unanimous consent that 
the amendment offered by the Senator 
be considered germane to the bill. 

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

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

Mr. LONG. Yes. 
Mr. SPARKMAN. The Senator w111 re­

call last night that was established on 
his request. 

Mr. LONG. That is what I wanted to 
get clear. 

Mr. SPARKMAN. Yes. 
Mr. LONG. Senator, when cloture is 

voted, if it is, we can then proceed to 
handle this amendment in the ordinary 
fashion after the others we have agreed 
to vote on and, at that point--

Mr. SPARKMAN. That is the point of 
the Senator's unanimous consent request. 

Mr. LONG. That is what I had in mind. 
At that point there will be more Senators 

here. In fact, I ask that this amendment 
be made the pending amendment after 
we have disposed of the other amend­
ments we have already agreed to vote on. 

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

Mr. WEICKER. Will the Senator yield 
for a minute? 

Mr. LONG. Yes. 
The PRESIDING OFFICER (Mr. 

FoRD). The Senator from Connecticut. 
Mr. WEICKER. Mr. President, I ask 

unanimous consent that an amendment 
printed as Calendar No. 39, but without 
the strike section, which relates to tax­
free interest on savings accounts, be 
considered germane. 

Mr. LONG. Mr. President, I am going 
to give consent to his amendment that 
would add a tax advantage for the­

Mr. CURTIS. I will object on the ger­
maneness. 

Mr. WEICKER. It would be to­
The PRESIDING OFFICER. Will the 

Senator use his microphone so he can be 
heard? 

Mr. LONG. I yield to the Senator on 
my time. 

The Senator, I believe, would have an 
exemption--

Mr. WEICKER. For interest that 
stems from savings accounts, where those 
savings accounts are involved with 
money going to the homebuilding 
industry. 

Mr. LONG. Mr. President,! ask unani­
mous consent the Senator may offer 
an amendment as an addition to the 
bill which would provide for an exemp­
tion of interest on savings accounts. That 
is what he has in mind. 

Mr. WEICKER. That is correct. 
The PRESIDING OFFICER. Without 

objection--
Iv.Ir. PASTORE. Now, wait a minute, 

please. 
The PRESIDING OFFICER. The Sen­

ator from Rhode Island. 
Mr. PASTORE. Reserving the right 

to object, why can we not dispose of this 
amendment before the cloture petition, 
if we begin to-

Mr. LONG. I would like to dispose of a 
lot of them before cloture. 

Mr. PASTORE. I do not think it would 
take long. 

Mr. LONG. We have nine other 
amendments waiting to be voted on. 

Mr. PASTORE. I understand they 
have been discussed. 

Mr. LONG. The other amendments 
have been discussed. 

Mr. WEICKER. I would lik~ to pro­
tect myself, if I could, so that if cloture­
the hour comes, I am not left out with­
OUli an opportunity to present my ::unend­
Il!ent. 

Mr. PASTORE. I have no serious ob­
jection to it, but only as a question of 
expedition, I was wondering why we 
could not take it up right now. 

Mr. WEICKER. A time now, before or 
after--

Mr. LONG. Well, I have nine other 
amendments I want voted on first. 

So I ask unanimous consent that the 
Senator may offer an amendment to add 
at the end of the bill an amendment 
dealing with a deduction for interest on 
deposits in qualified savings institutions. 

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

Mr. LONG. Now, Mr. President­
The PRESIDING OFFICER. The Sen­

ator from Louisiana. 
Mr. LONG. If the Senator has not pre­

pared it, I believe there is an amend­
ment somewhere to strike the provision 
with regard to the tax credit on new 
homes, and that would be germane. But 
if there is no such amendment at the 
desk, I ask consent that it be in order for 
someone to offer an amendment to strike 
the provision that deals with a tax credit 
on the purchase of new homes. 

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

Mr. LONG. Now, Mr. President, I send 
to the desk two additional amendments. 
I believe these are germane to the bill, 
but I ask they be regarded as read. 

The PRESIDING OFFICER. The clerk 
will state the amendments. 

The legislative clerk proceeded to read 
tha amendments. 

Mr. CURTIS. Well, germane--
The !PRESIDING OFFICER. Without 

objection, the amendments are consid­
ered en bloc. 

Mr. LONG. I yield to the Senator from 
Nebraska. 

The PRESIDING OFFICER. The Sen­
ator from Nebraska. 

Mr. CURTIS. Mr. President, I have an 
amendment that corrects a date in refer­
ence to the private pension law that we 
completed some time back. 

I ask unanimous consent that the rule 
on germaneness be waived regarding this 
amendment. 

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

Mr. CURTIS. I send the amendment 
to the desk. 

Mr. BEALL. Will the Senator yield? 
Mr. LONG. I yield to the Senator from 

Maryland. 
The PRESIDING OFFICER. Without 

objection, the request regarding the 
amendments of the Senator from Louisi­
ana is agreed to. 

Mr. LONG. All I am asking is that the 
amendments 1 offered simply be regarded 
as read. That is all I am asking. 

I do not believe that is need for the 
germaneness provision, since I believe 
they are germane anYWay. I just ask they 
be regarded as read. 

Mr. BEALL. I have an amendment at 
the desk offered by Mr. GOLDWATER and 
myself relating to condominium taxa­
tion. May I bring it up now? It is non­
germane. 

Mr. LONG. It is not germane? 
Mr. BEALL. It is not germane. 
The PRESIDING OFFICER. The Sen­

ator from Nebraska, is the Senator ask­
ing for immediate consideration of his 
amendment? 

Mr. LONG. Mr. President, I ask unani­
mous consent that that amendment be 
regarded as germane for purposes of the 
rule without broadening the germane­
ness requirement in any other respect. 

The PRESIDING OFFICER. Withou& 
objection--

Mr. BEALL. Bring lt up now--
Mr. LONG. I want to start voting, Sen- ~ 

ator. ~ 
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Mr. BEALL. We will not be able to 

vote until after cloture. 
Mr. LONG. If I can get consent, we 

can. 
The PRESIDING OFFICER. Will the 

Senator from Louisiana make clear one 
point, the last motion was in regard to 
the amendment of the Senator from 
Nebraska? 

Mr. LONG. Yes, the Senator simply 
sent an amendment to the desk and 
asked it be regarded as germane and I 
had no objection. 

Mr. BEALL. No. 170 is at the desk. 
The PRESIDING OFFICER. I was re­

ferring to the Senator from Nebraska, 
and the Senator from Maryland now 
has an amendment before or on the 
desk? 

Mr. LONG. I am simply asking that 
be considered germane without preju­
dice to other amendments. 

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

Mr. LONG. Now, Mr. President, we 
have before us a number of amt}ndment.s 
with regard to which it was agreed that 
the Senate would meet and seek to 
reach a decision before cloture was in­
voked. 

Under the rule, we would not have 1 
hour to discuss whether or not we are 
going to invoke cloture. 

In my judgment, that would be a wast-e 
of time and so in order to save that time, 
because it is going to be a long workday 
anyway, I would suggest that we agree 
by unanimous consent to proceed to 
vote on those amendments that we had 
agreed to vote on after clotw·e. 

It had previously been understood they 
would be voted on prior to clotw·e. 

I ask unanimous consent that the Sen­
ate now proceed to vote on the first of the 
amendments which the Senate had 
agreed to vote on immediately after clo­
ture. 

The PRESIDING OFFICER. Without 
objection--

Mr. CURTIS. Reserving the dght to 
object--

The PRESIDING OFFICER. The Sen­
ator from Nebraska. 

Mr. CURTIS. I want to cooperate, but 
just to understand it fully and get the 
record straight, it will be-we can yield 
part of our hour to discussion of a par­
ticular vote that is coming up--

Mr. LONG. It was these amendments 
with regard to which there is a time 
limitation. 

We came in with the understanding 
that these amendments would briefly 
come and would have votes, there would 
not have been time for all Senators to 
put their amendments under the llmlta­
tions and to have had a vote on theni. 

Therefore, rather than vote on these 
which we came in this morning to do, 
consent was given they be regarded as 
germane anc! voted on immediately. 

For example, we came here with the 
understanding we were going to vote on 
the amendment by Senator HART, relat­
ing to the Chrysler Corp. We were going 
to vote on that amendment this morning 
before cloture. 

Now, Mr. President, now that we are 
ready to vote on all those amendments, 
rather than spending an hour talking 

about cloture, I want the Senate to 
simply proceed to start voting. 

I think we should vote on the Clu-ysler 
amendment first. 

The PRESIDING OFFICER. The Sen­
ator from Montana. 

Mr. MANSFIELD. Mr. President, re­
serving the right to object, how many 
votes will there be, may I ask the dis­
tinguished manager of the bill? 

The PRESIDING OFFICER. Nine. 
Mr. MANSFIELD. Now, I think in 

fah·ness, we ought to have a brief quonun 
call, not to exceed 5 minutes, so that we 
can put Senators on notice--

Mr. LONG. Would the Senator with­
hold that for a moment? 

.Mr. MANSFIELD. Surely. 
Mr. LONG. Mr. President, I send to 

the desk an amendment to the Hart 
amendment which modifies it, to make 
it more as it was when it was reported 
by the committee, and the Senator from 
Michigan (Mr. PHILIP A. HART) has asked 
his amendment be so modified. 

The PRESIDING OFFICER. Without 
objection, the amendment is modified. 

The modification is as follows: 
In amendment number 262, substitute for 

the amendment to the penultimate sentence 
of section 301(d) (5) of the bill the follow­
ing: insert immediately before the period on 
1. 11, fig. 72 ", and only if such employer 
transfers such amount within one year from 
the date of the election under section 172 
(b) (1) (E) of such Code". 

Mr. MANSFIELD. Mr. President, I do 
not object, but I would suggest a 5-min­
ute quorum call. 

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

Mr. MANSFIELD. I suggest the ab­
sence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

Mr. MANSFIELD. Mr. President, may 
I make that the how· for the beginning 
of the vote 11 o'clock, and that wlll give 
Members plenty of chance--

The PRESIDING OFFICER. Senator, 
there is a quorum in progress. 

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

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

Mr. MANSFIELD. And I raise my re­
quest from 5 minutes to the hour of 11 
o'clock. 

Mt·. PASTORE. Will the majority 
leader-

Would the majority leade1• ask unani­
mous consent that after the 15-minute 
vote, the other votes be 10 minutes? 

Mr. MANSFIELD. Yes. 
Mr. President, I make that request. 

The :first vote will take 15 minutes. The 
others are back to back, and there will 
be eight or nine. I suggest that they be 
10-minute votes. 

The PRESIDING OFFICER. Without 
objection, it is so orde1·ed. 

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

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

Mr. BEALL. Mr. President, I ask unan­
imous consent that the order for the 
quorum call be rescinded. 

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

Mr. BEALL. Mr. President, I send an 
amendment to the desk and ask for its 
immediate consideration. 

Mr. LONG. Mr. President, I suggest 
the absence of a quorum. I would like 
the Members to be notified that we are 
goi. -...; to start to vote. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. LONG. Mr. President, I ask unani­
mous consent that the order for the 
quorum call be rescinded. 

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

AMENDENT NO. 170 

Mr. BEALL. Mr. President, I call up 
my amendment No. 170 and ask for its 
in1med!ate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk proceeded to read 
the amendment. 

Mr. BEALL. Mr. President, I ask unani­
mous consent that further reading of 
the amendment be dispensed with. 

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

Mr. BEALL's amendment, which is co­
sponsored by Mr. GOLDWATER, is as fol­
lm·:~: 

At the end of the bill insert the following 
new section: 

SEc. • (a) Section 501(c) of the Internal 
Revenue Code of 1954 (relating to list of 
exempt organizations) is amended by adding 
at the end thereof the following new para­
graph: 

"(20) Corporations or organizations, such 
as condominium associations, homeowner as­
sociations, or cooperative housing corpora­
tions (as defined in section 216(b)(1)), not 
organized for profit, the membership of which 
is limited to the owners or occupants of resi­
dential units in the condominium, housing 
development, or cooperative housing corpora­
tion, and operated exclusively for the man­
agement, operation, preservation, mainte­
nance, or landscaping of the common areas 
and facllitles owned by such corporation or 
organization or its members situated con­
tiguous to such houses, apartments, or other 
dwellings, or for the management, operation, 
preservation, maintenance, and repair of such 
houses, apartments, or other dwellings owned 
by the corporation or organization or its 
members, but only if no part of the net 
earnings of such corporation or organization 
inm·es (other than through the performance 
of related services for the members of such 
corporation or organization) to the benefit 
of any member of such corporation or ologa­
nization or other person." 

(b) Section 512(a) of the Code 1s amended 
to add after paragraph ( 4) the following: 

"(5) SPECIAL RULE APPLICABLE TO ORGANIZA­
TIONS DESCRIBED IN SECTION 501(C) (20) .-

"(A) GENERAL RULE.-In the case of an 01'• 
ganization described In section 501 (c) (20), 
the term •unrelated business taxable Income' 
means the gross income (excluding any mem­
bership income), less the deductions allowed 
by this chapter which are directly connected 
with the production of the gross income (ex­
cluding any membership income), both com­
puted without regard to the mod1ftcation·pro­
Vided in paragraph (·1) of subsection (b) . 

"(B) MEMBERSHIP INCOliiiE.-For purposes 
of subparagraph. (A), the term •membership 
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income' means the gross income from a.ssess­
ntent, fees, charges, or simllar amounts re­
ceived from members of the organization for 
expenditure in the preservation, mainte­
nance, and man3gement of the common areas 
and fac111ties of or the residential unlts tn 
the condominium or housing development ... 

(c) The amendment made by this section 
applies to taxable years beginning after De­
cember 31, 1973. 

Mr. BEALL. Mr. President, I ask unan­
imous consent that my colleague from 
Maryland <Mr. MATHIAS) be added as a 
cosponsor. 

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

Mr. BEALL subsequently said: Will 
the Senator yield for a unanimous-con­
sent request? 

Mr. LONG. Yes. 
Mr. BEALL. Mr. President, I ask unan­

imous consent that on the amendment 
that I introduced which was recently 
adopted, in addition to the cosponsor 
mentioned at the time I called up my 
amendment, the following be added as 
cosponsors: Senators FoNG, STEVENS, 
CRANSTON, HATFIELD, McCLELLAN, THUR­
MOND, TUNNEY, TAFT, and BuCK.LEY. 

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

Mr. BEALL. Mr. President, I am today 
proposing an amendment designed to 
exempt from income taxation the mem­
bership contributions in reserve funds 
accumulated by condominium housing 
associations, homeowner associations, 
and cooperative housing corporations in 
order to defray future, high-cost main­
tenance and repair bills. 

This legislation, if enacted by the Con­
gress, would overcome recent Internal 
Revenue Service rulings which held that 
condominiums and housing associations 
are in fact corporations under the law, 
and thus can be taxed at corporate 
levels. The practical effect of these rul­
ings, 1f allowed to stand by the Congress, 
would severely hamper the develop­
ment of such housing concepts by plac­
ing heavy tax penalties on the accumula­
tion of reserve funds, and thus require 
associations to make heavy assessments 
on homeowners whenever extensive re­
pairs must be made. 

Mr. President, condominium and -co­
operative home ownership has become 
a most attractive-and often the only­
way for many Americans to own a home. 
We are familiar with it in this area. In 
urban areas, and other areas of dense 
population. such as resorts. condomin­
ums, and cooperatives offer an eftlclent 
method of housing large numbers of 
people in a relatively small area. 

A recent survey of 25 metropolitan 
areas revealed that half of all new hous­
ing units in these areas in 1973 were con­
domiriium units. At a time when this Na­
tion is facing severe housing problems, 
particularly for low- and moderate­
income persons, lt seems to me highly 
unwise to lay tax barriers before the 
development of this promis1ng concept. 

In this period of spiraling inflation. 
especially in the housing market, single­
family homes are simply out of the reach 
of many Americans. In the Washington 
area an average existing home now sells 
at about $49.700, a. 9.5-percent increase 
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over 1973, and the average new home 
sells for $48,900, an 8.4-percent increase 
9ver the same period. Obviously, ior 
young fam11ies, retirees, for moderate­
income people, such prices are completely 
out of reach. The condominium and co­
operative concepts offer them the chance 
to be a homeowner. Congress has 
throughout our tax laws recognized the 
social good of homeownership, and has 
encouraged its development by allowing 
deductions for such things as mortgage 
interest and property tax payments. To 
permit these latest IRS decisions to stand 
would :fiy in the face of our effort to assist 
Americans in owriing their home. 

Let us look at what a condominium 
really is. A condominium is simply a plan 
of ownership which permits individuals 
to own directly a portion of the building 
in which they live, as wen as part of the 
land underneath it. It provides for the 
separate ownership by each owner of a 
unit or apartment 1n the building and 
for the common ownership of the under­
lying land and public or commonly used 
improvements. 

Owners typically are responsible for 
the maintenance of the interior of their 
units. But to meet the maintenance needs 
of commonly held areas, they form asso­
ciations to handle these chores. Usually, 
this ownership management association 
takes the form of a corporation, in order 
to protect owners from unlimited lia­
bility. 

Homeowner associations, usually found 
in planned unit developments, and coop­
eratives also make use of this vehicle to 
accomplish needed maintenance. 

Unit owners then pay, usually in 
monthly installments, a sum to the man­
agement organization or the association 
to meet these maintenance costs. The 
bulk of the monthly assessment will be 
used for utilities, current maintenance 
and repairs and capital replacement and 
repairs. However, a smaller portion of 
this fee will be set aside in a reserve for 
future capital replacement and repairs. 
such as for major repairs to roofs, side­
walks, heating and air conditioning 
equipment and recreational facilities. Of 
particular note is that most lenders and 
private mortgage insurers require re­
serves. The same is true of secondary 
purchasers of mortgages such as the Fed­
eral National Mortgage Association and 
the Federal Home Loan Mortgage Cor­
poration. 

It is these reserve funds which will 
bear the burden of this capricious and 
unfair IRS decision. The amount of this 
tax involved could well be as high as 48 
percent at the Federal level, 1n addition 
to any State corporation tax. 

There are over 20,000 "community as­
sociations,'' which include condominiums, 
home associations in planned unit devel_. 
opments and townhouse communities, in 
the country today, a number I mlghtadd 
that is growing at a rate of about 4,000 
associations per year. To allow these rul­
ings to stand would be to force each and 
every owner to pay the high tax assess­
ments on this reserve fund, an amount 
which is often in the tens of thousands 
of dollars. 

And is it fair? I do not believe so. To 
prove my point, take this example: 

If citizen . A and citizen B decide to 
establish a joint bank account to pay for 
future repairs to their driveway, they 
will not be penalized for their thrift by 
having those deposited funds taxed. 

Yet, when a condominium, homeowner, 
or cooperative housing association pools 
its resources, essentially for the same 
t·eason, it is taxed at corporate levels. 

Additionally such a tax is, in my judg­
ment, double taxation on these residents. 
The owner has already paid income taxes 
on the money deposited with the associ­
ation for maintenance, but he must in 
effect pay another higher tax when that 
money goes into the reserve. · 

So what we have, in fact, is a situa­
tion whereby Government and private 
lenders are requiring the maintenance 
of a reserve as a good, sound :financial 
procedure, but another Government 
agency-the IRS-has decided, in effect. 
to preclude the development of such a 
viable fund by taxing it to death. 

Some of my colleagues are probably 
asking themselves, "How did these asso­
ciations get into this position?" 

On January 15, 1974, the Internal Rev­
enue Service, 1n Revenue Ruling 74-17, 
ruled that organizations-

Formed by the unit owners of a condo­
minium housing project to provide for the 
management, maintenance and care of the 
common areas of the project, as defined by 
State statute, With membership assessments 
paid by the unit owners does not qualify for 
exemption under section 501(c) (4) of the 
code. 

This decision reversed the traditional 
IRS interpretation which stated that or­
ganizations which are operated primarily 
for the purpose of bringing about civic 
betterment and social improvement, such 
as condominiums, were tax-exempt. 

On March 6, 197 4, much of the sub­
stance of Revenue Ruling 74-17 was ap­
plied to homeowners associations al­
though not in such an all-inclusive order, 
as was the case with condominiums. In 
Revenue Ruling 74-99, a homeowners' 
association may qualify for exemption 
under section 50Hc> <4> of the code, if, 
first, it serves a "Community" which 
bears a reasonable recognizable relation­
ship to an area ordinarily identified as 
governmental; second, does not conduct 
activities directed to the exterior main­
tenance of private residences; and third, 
offers the common areas or facilities it 
owns for the use of the general public. 

Thus, although some homeowner as­
sociations will still be tax-exempt, most 
will no longer receive the exemption they 
also have previously enJoyed. 

Cooperatives also face these same.: 
heavy tax burdens when they accumu­
late excess assessments. In Park Place, 
Inc. v. Commissioner of Internal Reve­
nue <57 T.C. 767 <1972> the Court found 
that excess assessments from members, 
over and above, those amounts used for 
current operating expenses, were tax­
able. Thus, this ruling also prohibits co­
operatives from accumulating reserves 
necessary for the accompl1shment of 
long-term or costly maintenance tasks. 

Mr. President, the individual home­
owner does not have to pay a tax on the 
money he saves and expends for mainte­
nance. But because of these rulings, the 
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condominium. cooperative, and planned 
unit development homeowner does. In 
effect, the Internal Revenue Service has 
made the performance of these services 
much more costly to these homeowners 
than to other homeowners. The dis­
crimination could not be clearer. 

Mr. President, my amendment seeks 
to end that. discrimination. lt would ex­
empt from corporate taxes the income 
derived by condominium homeowners 
and cooperative housing associations 
from owner assessments for the purpose 
of maintaining. repairing, and replacing 
common property items. The measure re­
quires that such corporation be operated 
exclusively for the preservation, main­
tenance, management, operation, and 
repair of the common buildings, grounds 
and facilities of the association, and does 
not allow such associations to engage in 
any pro:fitmaking ventures not connected 
with the performance of services for the 
benefit of individual members of the 
association. 

Additionally. membership in these as­
sociations, for the purposes of the amend­
ment, would be limited to owners or oc­
cupants of residential units in the con­
dominium, housing development, or co­
operative housing corporation. Thus, by 
inclusion of this standard, we are pre­
cluding the use of this exemption by 
commercial operations who might seek 
such favorable tax tr.3atment. 

Finally, to make absolutely certain that 
this new section will not be subject to 
abuse, my proposal includes a special rule 
applicable to such organizations as I have 
described which makes it unmistakably 
clear that only membership income-­
that income derived from assessments, 
fees, or charges received from members 
of the association for maintenance and 
management of the development-is ex­
empt, and that other income, from what­
ever source, including interest, is still 
subject to taxation. 

In short, all this legislation does is ex­
empt from tax those reserve funds ac­
cumulated by housing associations 
through membership assessments for the 
pw-pose of maintaining the common 
buildings, grounds, and facilities of con­
dominium, cooperative or homeowner 
associations. 

Mr. President, condominiums, coopera­
tives, and homeowner associations are 
not organized for profit. They are orga­
nized for the mutual benefit of the asso­
ciation members, and for the community 
at large. A well-run, properly maintained 
condominium development improves the 
area in which it is located, as well as pro­
viding possibly the only opportunity for 
potentially millions of Americans to own 
a home. 

My amendment merely seeks to retwn 
things to the way they were prior to the 
time these two discriminatory tax rulings 
were made. 

I do not believe Congress wants to 
place disincentives before potential 
homeowners, and thus I urge the Senate 
to rectify this situation by acting favor­
ably on this legislation. 

I would suggest to the distinguished 
chairman of the committee and the 
ranking minority member that this 
amendment 1s something that does not 
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do any injustice at all to the equity of 
our tax system. As a matter of fact, it 
. will bring about a greater equity and pro­
vide an inducement for people to engage 
in this type of homeownership. 

I ask the chairman and ranking mem­
ber if they would be willing to accept the 
amendment. 

Mr. LONG. :Wu. President, I believe 
this is a good amendment. There are 
some points which I believe can be worked 
out in conference. I know of no opposi­
tion to the amendment. I am prepared 
to accept the amendment. 

Mr. GOLDWATER. Mr. President, this 
amendment of which I am a cosponsor is 
similar to a bill that I now have pending 
before the Finance Committee, s. 411. My 
bill and this amendment would exempt 
from double taxation the membership 
contributions and assessments which are 
accumulated in reserve funds established 
by condominium and homeowners' asso­
ciations, and by cooperative housing cor­
porations, to defray future maintenance 
and repair bills~ 

In recent revenue rulings, the Internal 
Revenue Service has held that these re­
serve funds are subject to income tax at 
corporate tax levels. These rulings are 
unfair. 

They discourage the setting aside of 
money for future housing improvements 
and repairs, and they clearly impose a 
double tax on the money deposited with 
community housing associations and cor­
porations by providing that the members 
must pay a second and higher tax, on 
amounts for which they have already 
paid individual income taxes, when these 
amounts go into the reserve. 

Mr. President, let me emphasize that 
we are not talking about the tax on divi­
dends, interest, or capital gains. I am only 
referring to that portion of the assess­
ments or dues that are set aside for fu­
ture improvements and replacements to 
private residences by community housing 
organizations. 

A homeowner who lives in a noncondo­
minium residence or a noncooperative 
apartment corporation is not taxed on 
the principal he puts in a reserve for such 
purposes, and why, I must ask, should the 
members of townhouse, condominium, 
and cooperative housing corporations? 

It is downright disgraceful to accept a 
tax ruling against citizens which amounts 
to "double tax jeopardy," and I urge ap­
proval of our amendment to the Tax Re­
duction Act which will correct this 
situation. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. CURTIS. Mr. President, I call up 

the amendment which I have just sent 
to the desk, and ask for its immediate 
consideration. It relates to the time for 
making contributions to certain pension 
plans. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk pro­
eeeded to read the amendment. 

Mr. CURTIS. Mr. President, I ask that 
further reading of the amendment be 
dispensed with. 
~he PRESIDING OFFICER. "Without 

obJection, it is so ordered. 

The amendment is as follows: 
At the approp!'late place insert the follow­

ing: 
Sec. - Time for Making certain Contribu· 

tlons to Pension Plans.. 
Amend Section 2001 (I) of Public Law 93-

406, the Employee Retirement Income Secu­
rity Act of 1974, by adding at the end thereof 
a new paragraph: 

"(7) Notwithstanding any other provision 
of law, amounts contributed before the day 
after the date on which the tax return on a 
self-employed individual (within the mean­
ing of Sec. 404 of the Internal Revenue Code 
of 1954) is due including any extensions of 
time, to a plan described in such section shall 
be treated as contributed before the end of 
the taxable year to which such return re­
lates, 1f such individual so elects. 

Mr. CURTIS. Mr. President, this 
amendment corrects a date by which 
contributions to a private pension plan 
have to be made to make them uniform 
for all years. It is a correction of a date. 
It could have no consequences to the 
Treasw-y. I believe it will be accepted. 

Mr. President, my amendment would 
make a minor but necessary change in 
the Keogh plan provisions of the pension 
reform act to correct what I believe was 
an error in expressing the intent of 
Congress. 

As you know. the Retirement Income 
Security Act of 1974. Public Law 93-406, 
liberaHzed the self-employed or so-called 
Keogh plans to increase the 10 percent, 
or maximum $2,500 annual set-aside sub.;. 
ject to tax deductions under a Keogh 
plan to a new allowance of 15 percent 
of earned income--up to $7.500 a year. 

The law provides that for 1976 and 
futw·e years the taxpayer can make his 
Keogh plan contribution up until the 
time of filing his return-that is, up until 
April 15 or the end of any extension 
period. However, for 1974 and 1975, the 
law provides that the contribution must 
have been made prior to the end of the 
calendar year-December 31. I believe 
this is unfair, particularly in view of the 
fact that the liberalization of the Keogh 
plan provisions could be expected to in­
duce more taxpayers than ever before to 
take advantage of the deduction. I be­
lieve that the law as written is also il­
logical, since there is no reason I can 
cliscover to treat a taxpayer wishing to 
make a Keogh plan contribution dif­
ferently in 1974 and 1975 than in 1976 
or later years. 

Moreover since this is new legislation 
it would be logical to grant more than 
rather less time to comply in the first 
years. 

A further point is that taxpayers nor­
mally do not have the facts in nand at 
the end of the calendar year to calculate 
what a 15 percent of income contribu­
tion to a Keogh plan should be--but this 
information does become apparent as 
work progresses on one's income tax re­
tUln due April 15. 

A parallel situation exists with regard 
to corporations. which are allowed under 
the tax code to make charitable contri­
butions-which in effect are also de­
ductions from gross income-up nntil 60 
days after the close of their fiscal year. 

Mr. President, my amendment would 
simply amend the Retirement Income 
Security Act to provide that Keogh plan 
contributions made by the date on wh!ch 
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the tax 1·eturn of a self-employed indi­
vidual is due, including any extensions 
of time, shall be treated as contributed 
before the end of the taxable year to 
which such return relates, if such indi­
vidual so elects. This allows the t11xpayer 
to do for 1974 and 1975 what present law 
allows them to do for 1976 and there­
after. 

Mr. LONG. Mr. President, I know of 
no objection to this amendment. I would 
be prepared to take the amendment to 
conference. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. LONG. Mr. President, unless 

someone else has an amendment that 
can be disposed of briefly, or that would 
be noncontroversial, I would suggest that 
we now have a quorum call, and at the 
end of the quorum call we proceed to 
vote on amendment No. 262. 

The PRESIDING OFFICER. Is the 
Senator suggesting the absence of a 
quorum? 

Mr. LONG. I ask unanimous consent 
that after a quorum has been determined 
to be present, the Senate then proceed 
to vote on amendment No. 262. 

Mr. PASTORE. Will the Senator yield 
on that point? Is the Senator suggesting 
a live quorum? That is the only way that 
can be determined. I hope we do not get 
into a live quorum. Just have a quorum. 

Mr. LONG. Mr. President, I suggest the 
absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

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

The PRESIDING OFFICER (Mr. PAS­
TORE). Without objection, it is so ordered. 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that a nongermane 
amendment to be offered by the Senator 
from Alabama <Mr. ALLEN), who is de­
tained in the Rules Committee, counting 
votes, be considered after the vote on 
cloture; that there be a time limitation 
on the amendment of 10 minutes, the 
time to be divided in the usual manner. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

Mr. LONG. Mr. President, I ask unani­
mous consent that the amendment by 
Mr. ALLEN, while the g·ermaneness has 
been waived, will not thereby make ger­
mane other amendments that might be 
relevant to the Allen amendment. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and 
it is so ordered. 

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

Mr. LONG. I yield. 
Mr. LEAHY. Mr. President, I ask unan­

imous consent that Herbert Jolovitz, 
a member of my staff, may have the priv­
ilege of the fioor dul'ing all votes pertain­
ing to the tax bill. 

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

Mr. DOLE. Mr. President, does the 
Senator from Kansas correctly under-

·- ~ ·. 

stand that earlier this morning, the 
chairman obtained unanimous consent to 
consider anything in the original com­
mittee bill to be germane, notwithstand­
ing the outcome of the cloture vote? 

Mr. LONG. That is correct. 
Mr. DOLE. So that anything that was 

in that bill could be offered, whether or 
not cloture is invoked? 

Mr. LONG. It was agreed that any­
thing that was in the Senate Finance 
Committee amendment or anything that 
was germane to what was in the Senate 
Finance Committee amendment would 
be relevant. 

Mr. MANSFIELD. Vote! 
Mr. LONG. Mr. President, under the 

previous order, I believe the clerk should 
call the roll. 

The PRESIDING OFFICER. The 
question is on agTeeing to the amend­
ment by the Senator from Michigan <Mr. 
PHILIP A. HART) . On this question the 
yeas and nays have been ordered, and the 
clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PACKWOOD), 
and the Senator from Alaska (Mr. STE­
VENS) are necessarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio <Mr. 
TAFT) would vote "yea." 

The result was announced-yeas 50, 
nays 46, as follows: 

[Rollcall Vote No. 92 Leg.] 
YEAS-50 

Abourezk 
Baker 
Bentsen 
Brooke 
Case 
c~ark 
Dole 
Eagleton 
Eastland 
Fannin 
Fong 
Ford 
Garn 
Glenn 
Goldwater 
Gravel 
Griffin 

Hansen 
Hart, Philip A. 
Hartke 
Hruska 
Huddleston 
Inouye 
Johnston 
Kennedy 
Laxalt 
Leahy 
Long 
Mansfield 
McClure 
McGee 
McGovern 
Metcalf 
Mondale 

NAYs-46 
Allen Cranston 
Bartlet t Culver 
Bayh Curtis 
Beall Domenici 
Bellmon Hart, Gary W. 
Biden Haskell 
Brock Hatfield 
Buckley Hathaway 
Bumpers Helms 
Burdick Hollings 
Byrd, Humphrey 

Harry F ., Jr. Jackson 
Byrd, Robert C. Javits 
Cannon Magnuson 
Chiles Mathias 
Church McClellan 

Montoya 
Nelson 
Pastore 
Fearson 
Percy 
Proxmlre 
Roth 
Scott, Hugh 
Scott, 

William L. 
Stafford 
Stennis . 
Symington 
Thurmond 
Tower 
Williams 
Young 

Mcintyre 
Morgan 
Moss 
Muskie 
Nunn 
Pell 
Randolph 
Ribicoff 
Schweiker 
Sparkman 
Stevenson 
Stone 
Talmadge 
Tunney 
Weicker 

NOT VOTING- 3 
P ackwood Stevens Taft 

So Mr. PHILIP A. HART's amendment 
was agreed to. 

Mr. PASTORE. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to, and I ask for 
the yeas and nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? 

Mr. GRIFFIN. I move to lay that mo­
tion on the table. 

Mr. PASTORE. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. There is a 
sufilcient second. The yeas and nays are 
ordered on the motion to reconsider the 
vote. 

Mr. GRIFFIN. No, Mr. President, I 
moved to lay that motion on the table. 

The PRESIDING. OFFICER. The ques­
tion is on agreeing to the motion to lay 
on the table the motion to reconsider. 

Mr. PASTORE. I ask for the yeas and 
nays. 

The yeas and nays were ordered. 
The PRESIDING OFFICER <Mr. Mc­

INTYRE). The question is on agreeing to 
the motion to lay on the table the mo­
tion to consider the vote by which the 
amendment of the Senator from Michi­
gan (Mr. PHILIP A. HART) was agreed to. 

On this question, the yeas and nays 
have been ordered, and the clerk wm 
call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. BUMPERS. Mr. President, a par­
liamentary inquiry. 

The PRESIDING OFFICER. Debate is 
not in order during a rollcall. The Sen­
ate will be in order. Senators will take 
their seats. There are six or seven Sena­
tors holding conversations in the aisles. 

The clerk may proceed. 
The rollcall was resumed. 
Mr. NELSON. Mr. President, the Sen­

ate is not in order. We cannot hear the 
votes. 

The PRESIDING OFFICER. The Sen­
ate will be in order. Senators will take 
their seats and desist from conversations, 
or take them to the cloakrooms. Sena­
tors must maintain order so that the roll 
may be called. 

The rollcall was resumed and con­
cluded. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PAcKwooD), 
and the Senator from Alaska (Mr. 
STEVENS) are necessarily absent. 

I further announce that the Senator 
from Ohio (Mr. TAFT) is absent due to 
illness. 

I fm'ther am1ounce that, if present 
and voting, the Senator from Ohio <Mr. 
TAFT) would vote "yea." 

The l'esult was announced-yeas 53, 
nays 43, as follows: 

Abourezk 
Baker 
Bentsen 
Bid en 
Brock 
Brooke 
Buckley 
Case 
Clark 
Dole 
Eagleton 
Fannin 
Fong 
Ford 
Garn 
G!enn 
Gravel 
Griffin 

Allen 
Bartlett 
Bayh 

[Rollcall Vote No. 93 Leg.] 
YEAS-53 

Hansen Mondale 
Hart, Philip A. Montoya 
Hartke Nelson 
Helms Pearson 
Hruska Percy 
Huddleston Proxmlre 
Inouye Randolph 
Javits Roth 
Johnston Scott, Hugh 
Kennedy Scott, 
Laxalt WilliamL. 
Leahy Stafford 
Long Stevenson 
Mansfield Symington 
McClellan Thurmond 
McClure Tower 
McGee Williams 
McGovern Young 

NAYB-43 
Beall Burdick 
Bellm on Byrd, 
Bumpers Harry F .. Jr. 
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Byrd, Robert c. Hatfield 
Cannon Hathaway 
Chiles Hollings 
Church Humphrey 
Cranston Jackson 
Culver Magnuson 
Curtis Mathias 
Domenicl Mcintyre 
Eastland Metcalf 
Goldwater Morgan 
Hart, Gary W. Moss 
Haskell Muskie 

Nunn 
Pastore 
Pell 
Ribicofl' 
Schwelker 
Sparkman 
Stennis 
Stone 
Talmadge 
Tunney 
Weicker 

NOT VOTING-3 
Packwood Stevens Taft 

So the motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. We pro­
ceed to the next amendment, the amend­
ment offered by the distlnguishe" Sen­
ator fr.om California <Mr. TuNNEY). 

Mr. LONG. Mr. President, I ask that 
this rollcall be limited to 10 minutes. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the amendment of 
the Senator from California. The clerk 
will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

The PRESIDING OFFICER <Mr. GARY 
W. HART). The clerk will suspend the 
rollcall until the Senate is in order. Sen­
ators will clear the aisles and clear the 
well. The Senate will be In order. 

The assistant legislative clerk resumed 
the call of the roll. 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

The assistant legislative clerk resumed 
and concluded the call of the roll. 

Mr. BIDEN <when his name was 
called>. Present. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PACKWOOD) 
and the Senator from Alaska <Mr. 
STEVENS) are necessarily absent. 

I further ar:nounce that the Senator 
from Ohio (Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting. the Senator from Ohio (Mr. 
TAFT) would vote "nay!' 

The result was announced-yeas 56, 
nays 39. as follows: 

(Rollcall Vote No. 94 Leg.) 
YEAS-56 

Abourezk Hart, Ph111p A. 
Bayh Hartke 
Bentsen Haskell 
Brooke Hatfie:d 
Buckley Hathaway 
Bumpel'S He:ms 
Burdick Hollings 
Byrd, Robert C. Huddleston 
Cannon Humphrey 
Case Inouye 
Clark Javlts 
Cranston Johnston 
Culver Kennedy 
Eagleton Leahy 
Eastland Long 
Ford Mathias 
Glenn McGee 
Gravel McGovern 
Hart, Gary W. Metcalf 

Allen 
Baker 
Bartlett 
Beall 
Bellman 
Brock 
Byrd. 

HarryF.,3r. 
Chiles 
Church 
Curtis 
Dole 
Domenlc1 
li'anDin 

NAYB-39 
Fong 
Garn 
Go!dwater 
Gritnn 
Hansen 
Hruska. 
Jackson 
Lamlt 
Magnuson 
Manafle~d. 
McClellan 
MeOlure 
Jilclntne 
Morgan 

Mondale 
Montoya 
Moss 
Muskie 
Nunn 
Pastore 
Randolph 
Ribico1f 
Schweiker 
Scott, Hugh 
Stafford 
Stennis 
Stevenson 
Stone 
Thurmond 
Tunney 
Welcker 
Williams 

Nelson 
Pearson 
Pell 
Percy 
Proxmire 
Roth 
Scott. 

WllllamL. 
Sparkman 
Symington 
Talmadge 
Tower 
Young 

ANSWERED "PRESENT"-1 
Biden 

NOT VOTIN~3 
PackWOOd Qevens Taft 

So Mr. TuNNEY's amendment was 
agreed to. · 

Mr. LONG. Mr. President, I ask unan­
imous consent that the next rollcall be 
limited to 7 minutes. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. GRIFFIN. I. object. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. LONG. It is 10 minutes.. 
The PRESIDING OFFICER. It is 10 

minutes. 
Mr. MOSS. Mr. President---
The PRESIDING OFFICER. The Sen­

ator from Utah. 
Mr. MOSS. Mr. President, I understand 

that my amendment is the next one on 
the list. 

Mr. President, I ask unanimous con­
sent that I may modify my amendment 
and ask the senator from New Mexico 
if this modification would be acceptable 
to his amendment in the event that it 
is accepted now. 

The PRESIDING OFFICER. The Sen­
ator from New Mexico. 

Mr. DOMENICI. Mr. President, I ac­
cept the Senator's modification as he 
presents it at the desk to my pending 
amendment. 

The PRESIDING OFFICER. Without 
objection. the amendment of the Senator 
from New Mexico will be accordingly 
modified. 

The amendment, as modified, is as 
follows: 

At the end of the last page, Insert the 
following Title entitled, "structural Energy 
Conserva. tion Incentives." 

SECTION 1. (a) The Congress finds that­
( 1) present national energy sources are 

limited and the capacity o! the national 
energy supply system to meet future demand 
is threatened; 

(2) it is in the national interest to con­
serve energy by moderating the demand for 
fossil fuels and by improving the efficiency 
with which such fuels are used; 

(3) signUI.cant energy savings !or the Na­
tion and the consumer may be achieved by 
applying existing methods o! energy con­
servation to the thermal design o! various 
residential units and 

(4) it is an important national objective 
to encourage sound investment praet!ces 
which improve the thermal design of vari­
ous residential units and Increase the use 
of solar energy in heating and cooling such 
units. 

(b) It is the purpose o! this Act to estab­
lish a system of income tax credits and in­
come tax deductions in order to promote 
Improvement of the thermal design of vari­
ous residential units and to promote the 
use of solar-energy devices in residences. 
INCOMJ!: TAX CREDIT FOR C'J!:RTAIN EXPENDITtntES 
RELATIN-G TO THERMAL DESIGN OF RESIDENCES 

SEc. 2. (a) Subpart A of part IV of s.ub­
cha.pter A of chapter 1 of the Internal Rev­
enue Code of 1954 (relating to credits against 
tax) 1s amended by redesignating section 
42 as seetion 43 and by inserting immedi­
ately after section 41 the following section: 
"SEc. 42. ExPENDITUBES RELATING To THEKMAL 

DEsiGN OF TAXPAYER'S RESIDENCE. 
"(a) GJ:1inmAL RULE.-There shall be al­

lowed as a credit against· the tax imposed by 
this chapter 

" ( 1) an amount equal to the ordinary and 
necessary expenses paid by a. ta.xpa.yer dur­
ing the taxable year for the lmprovement 
of the thermal dealgn of any residential units 
by that taxpayer through the purchase o! 
conventlcmal materials or through the pur­
chase of solar heating and cooling equip­
ment; 

"(2.) an amount equal to the ordinary and 
necessary expenses pa.ld by a taxpayer, in­
cluding a contracto~ during the taxable year 
for the installation by that taxpayer. of in­
sulation and caulking materials to the ex­
tent these materlaJ.s exceed in the amount 
ihe spec1fications for such materials in the 
Department of Housing and Urban Develop­
ment Minimum Property Standards. and 
storm windows. storm doors. and solar heat­
ing and cooling equipment. in any nev- resi­
dential unit; and 

"(3) An amount. equal to the ordinary and 
necessary expenses paid by a taxpayer during 
ihe taxable year for the improvement of the 
thermal design of any new or exlsting com­
mercial buUdlng by that taxpayer through 
the purchase o! conventional materials or 
through the purchase of solar beating and 
cooling equipment 

"{A) (1) 40 percent of the qualified insula­
tion expenditures for conventional materials 
paid by the taxpayer during the taxs.ble year 
with respect to any residence to the extent 
that such expenditures do not ~xceed $500, 
plus 

•• (2) 20 percent of the qualified in.sul.a.ti on 
expenditures !or conventional mater.Lals paid 
by the taxpayer during the taxable year with 
respect to such residence to the extent thi.t 
such expenditures exceed $500; and 

"(b) GENERAL LIMITATION.-(!) The credit 
allowed by subsec.Uon {a) shall be limited 
to-

•• (B) (1) 40 percent of the quallfied solar 
energy equipment expenditures paid by the 
taxpayer during the taxable year with re­
spect to any residence w the extent that such 
expenditures do no~ exceed $1.000, plus 

"(2) 20 percent of the qualified insulation 
expenditures paid by the taxpayer during 
the taxable year with respect to sueh resi­
dence to the extent that such expenditures 
exceed $1.000 but do not exceed $2,000. 

"(3) APPLICATION W'Pl'H OTHER CREDITS.-The 
credit allowed by subsect-ion (a) shall not 
exceed the amount of the tax imposed by this 
chapter for the taxable year reduced by the 
sum of the credits allowable under section 33 
(relating to foreign tax credit). section 35 
(relating to partiallJ' tax-exempt interest), 
section 36f (relating to retirement income), 
section 38 (relating to investment in certain 
depreciable propertJ). and seetton 41 (re­
lating to conuolbutions to candidates for 
public offlce) . 

.. (c) CARRYBACK AND CAilRYOVEit or UNUSED 

C'BEDITS.-If the amount of the credit de­
termined under subsectlon (a.) for any tax­
able yeaT exceeds the limitation provided by 
subsection (3) (2) (or such taxable year 
(hereinafter in this subsection referred to 
as the •unused credit yew'), such excess shall 
be-

.. ( 1) a credit carryba.ck to any taxable 
year-

" (A) during which ih.e prov1sions of this 
section are in efi'ect; and 

"(B) which precedes the unusecl credit 
year; and 

"(.2) a credit car.ryover to each of the -1 tax­
able years following the unused credit year. 

"(d) DEFINITIONS. 
" ( 1) CoNVENTIONAL MATEJUALS.-For pur­

poSeS o! this section, the term 'conventional 
materials' Includes. ca~ materials and 
insulation, storm windows. stonn doors. and 
such other materials as so defined by the 
Secretary of the Treasury, in cooperati.on with 
the Federal Energy Ad.min..Lstrator and the 
Secretary o! HUD. 

.. (2) SOLAK BEATING AND COOLING l!!QUIP• 
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MENT.-For purposes of this section, the term 
'solar heating and cooling equipment' means 
any solar heating and cooling equipment, 
solar electric generation devices and solar 
energy assisted heat pumps, which; 

"(A) meets the definitive performance 
criteria prescribed by the Secretary of HUD 
under section 8 of the Solar Heating and 
Cooling Demonstration Act of 1974 (Public 
Law 93-409; 88 Stat. 1073) ."; or which 

"(B) meets adequately definitive perform­
ance criteria to be certified acceptable for 
receipt of a tax credit or deduction by the 
Secretary of the Treasury in cooperation with 
the Secretary of HUD. The Secretary of the 
Treasury shall take such appropriate actions 
to accelerate the development of 'adequately 
definitive' performance criteria to allow cer­
tification of such equipment by not later 
than 180 days following enactment. 

"(3) For purposes of this section the term 
residential units shall include single family 
units and individual residential units within 
& multifamily structure. 

"(b) The table of sections for such subpart 
A 1s amended by striking out the item relat­
ing to section 42 and inserting in lieu there-
9f the following new items: 
"Sec. 42. Expenditures relating to thermal 

design of taxpayer's residence. 
"Sec. 43. Overpayments of t ax.". 

REPORT 

(a) The Secretary of the Tl.·easw·y or his 
delegate shall prepare an annual report in 
consultation with the Administrator of the 
Federal Energy Administration. Such report 
shall be transmitted to the Congress not later 
than September 15 of each year, beginning 
with 1976 include: 

(1) information wit h respect to the num· 
ber and amounts of credits and deductions 
taken under the amendments made by the 
:foregoing provisions of this Act; (2) the 
nature of thermal design improvements 
made by taxpayers with respect to their prin­
ciple residences; (3) the geographical areas 
of the United States in which such residences 
were located; 

(2) The Administrator of the Federal 
Energy Administration, in consultation with 
the Secretary of the Treasury, sha.ll-

(1) prepare an analysis of the energy sav­
ings achieved through operation of such 
amendments; 

(2) coordinate all Federal studies of in­
centives to conserve energy or increase the 
development of such clean and renewable 
energy resources as, but not limited to, solar 
energy policy and program recommendations 
on additions or changes to the Federal Energy 
Incentives Program (including the tax credit 
and tax deduction amendments; and 

(3) submit interim reports in conjunction 
with the report of Section 4 (a) , including 
findings on energy savings and on recom­
mendations for incentives modifications. 

(c) The Secretary of the Treasury shall 
prepare guidelines r~lating to Sec. 42(d) 
above and submit these to Congress for ap­
proval within 90 days . fo~lowing enactment 
of this legislation. 

TECHNICAL AMENDMENTS 

SEc. 5. (a) Section 56(&) (2) (A) of the In­
ternal Revenue Code of 1954 (relating to 
tmposliton of minimum tax) is a.mended­

(1) in clause (iv) thereof, by striking out 
"and"; and 

(2) by adding at the end thereof the fol­
lowing new clause: 

"(vi) section 42 (relating to expenditW'es 
relating to thermal design of taxpayer's resi­
dence); and". 

(b) Section 6096(b) of the Internal Reve­
nue Code of 1954 (relating to income tax 
liability) is amended by striking out "and 
41" and inserting in lieu thereof "41, and 42". 

EFFECTIVE DATE 

SEc. 6. The amendments made by the fore­
going provisions of this Act shall apply to 

expenses incwTed during taxable years be­
ginning after December 31, 1974, and end­
ing before January 1, 1980. Such amendments 
shall terminate at the clOse of December 31, 
1979, except that taxpayers may continue to 
take credit carryovers as provided by section 
42(d) (2) of the Internal Revenue Code of 
1954 (relat ing to carryback and carryover of 
unused credit ), as enacted by Section 2 (a) 
of this Act. 

Mr. MOSS. Mr. President, I ask unani­
mous consent that the yea and nay vote 
on my amendment be vitiated and no 
vote held upon it since it is now included 
in the amendment of the Senator from 
New Mexico. 

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

The Senator from Louisiana. 
Mr. LONG. Mr. President, I have dis­

cussed the matter with others, and with 
the understanding--

The PRESIDING OFFICER. Will the 
Senator suspend until the Senate is in 
order? 

The Senators will take their seats. 
Mr. LONG. With the understanding, 

Mr. President, that on the next rollcall 
after 2 minutes the 5 minute warning 
will be sounded. I ask that the next roll­
call be limited to 7 minutes. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

The question is on the amendment of 
the Senator from New Mexico, as modi­
fied. The yeas and nays have been 
ordered, and the clerk wm call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

The PRESIDING OFFICER. The Sen­
ate will be in order. The rollcall will be 
suspended until conversations stop. 

Will Senators take their seats and clear 
the aisles? The rollcall is being delayed 
by conversations on the fioor. 

The clerk will proceed. 
The second assistant legislative clerk 

resumed and concluded the call of the 
roll. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PACKwooD) 
and the Senator from Alaska <Mr. STE­
VENS) are necessarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio <Mr. TAFT) 
would vote "yea." 

The result was announced-yeas 64, 
nays 32, as follows: 

[Rollcall Vote No. 95 Leg.] 

YEAS-64 
Abourezk Hansen 
Allen Hart, Gary W. 
Baker Hart, Philip A. 
Bayh ·Hatfield 
Beall Hathaway 
Brooke Hollings 
Buckley Humphrey 
Byrd, Robert C. Inouye 

· Cannon Jackson 
Case Javits 
Church Kennedy 
Clark Laxa.lt 
Cranston Leahy 
Culver Magnuson 
Dole . Mansfield 
Domenici Mathias 
Fannin · McClellan 
Ford ·McClure 
Garn . McGee 
Goldwater McQQvern 
Gravel Mcintyre 
Griffin Metcalf 

Mondale 
Montoya 
Moss 
Nelson 
Pastore 
Pearson 
Pell 
Randolph 
Ribico:ff 
Schweiker 
Scott, Hugh 
Scott, 

WilliamL. 
Sparkman 
Stafford 
Stevenson 
Thurmond 
Tower 
Tunney 
Williams 
Young 

Bartlett 
Bellm on 
Bentsen 
Bid en 
Brock 
Bumpers 
Burdick 
Byrd, 

Harry F ., Jr. 
Chiles 
Curtis 

NAY8-32 
EagletOn 
Eastland 
Fong 
Glenn 
Hartke 
Haskell 
Helms 
Hruska 
Huddleston 
Johnston 
Long 

Morgan 
Muskie 
Nunn 
Percy 
Froxmire 
Roth 
Stennis 
Stone 
Symington 
Talmadge 
Weicker 

NOT VOTING-3 
Packwood Stevens Taft 

So Mr. DoMENICI's amendment, as 
modified, was agreed to. 

The PRESIDING OFFICER <Mr. 
HASKELL) . The question is on agreeing 
to the amendment of the Senator from 
New York <Mr. JAVITS). On this ques­
tion the yeas and nays have been ordered, 
and the clerk will call the roll. 

The legislative clerk called the roll. 
Mr. GRIFFIN. I announce that the 

Senator from Oregon <Mr. PACKWOOD) 
and the Senator from Alaska <Mr. 
STEVENS) are necessarily absent. 

I further announce that the Senator 
from Ohio (Mr. TAFT) is absent due to 
illness. · 

I further announce that, if present 
and voting, the Senator from Ohio (Mr. 
TAFT) would vote "Day." 

The result was announced-yeas 59. 
nays 37, as follows: 

[Rollcall Vote No. 96 Leg.} 
YEAS-59 

Abourezk 
Baker 
Bayh 
Beall 
Bentsen 
Bid en 
Brooke 
Bumpers 
Burdick 
Case 
Church 
Clark 
Cranston 
Culver 
Dole 
Eagleton 
Ford 
Glenn 
Gravel 
Gritnn 

Hart, Gary W. 
Hart, Philip A. 
Hartke 
Haskell 
Hathaway 
Hollings 
Huddleston 
Humphrey 
Inouye 
Jackson 
Javits 
Kennedy 
Leahy 
Magnuson 
Mansfield 
Mathias 
McGee 
McGovern 
Metcalf 
Mondale 

NAYS-37 
Allen Fannin 
Bartlett Fong 
Bellmon Garn 
Brock Goldwater 
Buckley Hansen 
Byrd, Hatfield 

Harry F., Jr. Helms 
Byrd, Robert C. Hruska 
Cannon Johnston 
Chiles Laxalt 
Curtis Long 
Domenici McClellan 
Eastland McClure 

Montoya 
Morgan 
Muskie 
Nelson 
Pastore 
Pen 
Percy 
Proxmire 
Randolph 
Ribico:ff 
Roth 
S~hweiker 
Scott, Hugh 
Sta.:fford 
Stevenson 
Symington 
Tunney 
Weicker 
Williams 

Mcintyre 
Moss 
Nunn 
Pearson 
Scott, 

WilliamL. 
Sparkman 
Stennis 
Stone 
Ta:madge 
Thurmond 
Tower 
Young 

NOT VOTING-3 
Packwood Stevens Taft 

So Mr. JAVITS' amendment was agreed 
to. 

Mr. JAVITS. Mr. President, I move to 
reconsider the vote. 

Mr. PASTORE. I move to lay that on 
the table. 

The motion to lay on the table was 
agreed to. · · 

The PRESIDING OFFICER. Amend­
mEmt No. 186, by the Senator from North 
Carolina. The yeas and nays have been 
ordered. The clerk will call the roll. 

Mr. STENNIS. Mr. President, will the 
Chair state the title of the amendment? 
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The PRESIDING OFFICER. The title 

of the amendment is "Congressional­
Cabinet Salary Control." 

The clerk will call the roll. 
The second assistant legislative clerk 

proceeded to call the roll. 
Mr. NELSON. Mr. President, may we 

have order in the Senate? 
The PRESIDING OFICER. The Sen­

ate will be in order. 
Mr. NELSON. Mr. President, there are 

still Members conve1·sing in the aisles. 
May we have order in the Senate pursu­
ant to the rules? 

The PRESIDING OFFICER. The clerk 
will suspend until all the Senatot·s have 
taken their seats. 

The Senator will proceed. 
Mr. NELSON. Mr. President, I think 

the Chair is going to have to speak more 
loudy. Some of the Senators cannot hear. 

The PRESIDING OFFICER. The 
Chair is exercising his voice as far as one 
can be amplified by a microphone. 

The clerk will now proceed. 
The second legislative clerk 1·esumed 

the call of the roll. 
Mr. GRIFFIN. I announce that the 

Senator from Oregon <Mr. PACKWOOD) 
and the Senator from Alaska <Mr. 
STEVENS) are necessarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, :If present 
and voting, the Senator from Ohio <Mr. 
TAFT) would vote "nay." 

The result was announced-yeas 19, 
nays 77, as follows: 

Allen 
Brock 
Buckley 
Byrd, 

[Rollcall Vote No. 97 Leg.] 
YEA8-19 

Harry F., Jr. 

Garn 
Goldwater 
Hansen 
Helms 
Laxalt 
McClure 
Morgan 

Nunn 
Roth 
Stone 
Symington 
Talmadge 
Thl.:trmond Curtis 

Fannin 
NAYS-77 

Abourezk Gravel Metcalf 
Baker Griffin Mondale 
Bartlett Hart, Gary W. Montoya 
Bayh Hart, Philip A. Moss 
Beall Hartke Muskie 
Bellmon Haskell Nelson 
Bentsen Hatfield Pastore 
Eiden Hathaway Pearson 
Brooke Hollings Pell 
Bumpers Hruska Percy 
Burdick Huddleston Proxmlre 
Byrd, Robert c. Humphrey Randolph 
Cannon Inouye Ribico1f 
Case Jackson Schweiker 
Chiles Javlts Scott, Hugh 
Church Johnston Scott, 
Clark Kennedy William L. 
Cranston Leahy Sparkman 
Culver Long Stafford 
Dole Magnuson Stennis 
Domenici Mansfield Stevenson 
Eagleton Mathias Tower 
Eastland McClellan Tunney 
Fong McGee Weicker 
Ford McGovern Williams 
Glenn Mcintyre Young 

NOT VOTING-3 
Packwood Stevens Taft 

The PRESIDING OFFICER. On this 
vote there were 19 yeas and 77 nays. The 
amendment is rejected. 

Mr. BIDEN. Mr. President, a parlia­
mentary inquiry. 

The PRESIDING OFFICER. The Sen­
ator will state it. 

Mr. BIDEN. Would it be 1n order to 
suggest that those who voted for this 

amendment voluntarily comply with it, 
despite the fact that they lost? 

The PRESIDING OFFICER. That 
would not be 1n order. 

Mr. ROBERT C. BYRD. Mr. P1·esident, 
I ask unanimous consent to proceed for 
1 minute. 

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

Mr. ROBERT C. BYRD. Mr. President, 
I would like to address a question to the 
distinguished manager of the bill, and 
I do so without impugning the motives of 
any Senator and certainly with no disre­
spect for the distinguished author of the 
amendment. The question is this: Is 
there anything in the present Federal 
laws that would prohibit any Member 
of the House of Representatives or the 
Senate from turning back all of his salary 
of $42,500 a year, or any portion thereof, 
to the Federal Treasury? 

Mr. LONG. No, there is nothing what­
ever. As a matter of fact, they can do 
that and get a charitable deduction for 
up to 50 percent of their total income 
that they donate back. 

Mr. ROBERT C. BYRD. All right. So 
any Member of either body who desires 
to return to the Federal Treasury a por­
tion of his salary or all of it, can do so 
without any legal inhibitions or prohibi­
tions? 

Mr. LONG. Nothing would prevent him 
if he so desired. 

Mr. CURTIS. Will the Senator yield on 
that point also? 

Mr. LONG. Yes. 
The PRESIDING OFFICER. The 1 

minute has expired. 
Mr. CURTIS. I yield myself 1 minute. 
The PRESIDING OFFICER. There is 

no time to be yielded. 
Mr. BROCK. Mr. President, I ask 

unanimous consent that the Senator 
from Nebraska may have 2 minutes. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. PASTORE. I object. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. CURTIS. Mr. President, I move 

that the Senate stand in recess for 2 
hours. 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the Senator 
from Nebraska may proceed for 1 min­
ute. 

The PRESIDING OFFICER. Is there 
objection Without objection, it is so or­
dered. 

Mr. CURTIS. Mr. President, in fairness 
to the distinguished Senator from North 
Carolina, those Senators who availed 
themselves of the privilege of appearing 
here at 8 o'clock this morning when the 
Senate convened would have heard the 
debate. 

The amendment was offered as an in· 
centive to get a balanced budget. There 
was nothing in it that said a Senator 
was not worth a certain salary, or that 
a member of the Cabinet was not worth 
that much. It was offered as an incentive 
to work for a balanced budget, a disin­
centive to running a deficit, and I resent 
this ridicule of any Members of the Sen­
ate when they offer amendments in good 
faith. There are many of us who would 
gladly offer this amendment if it pro-

vided an incentive to bring about a bal· 
anced budget. 

Now, of course, we can all make any 
charitable contributions we wish, but I 
believe we should extend the right to 
every Senator not only to offer amend· 
ments as he chooses, but to vote as his 
conscience dictates. 

The PRESIDING OFFICER. The time 
has expired. 

Mr. HELMS. Mr. President, I ask unan. 
imous consent to proceed for 10 seconds. 

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

Mr. HELMS. Mr. President, the Sena­
tor from North Carolina sincerely regrets 
that he obviously has stepped on the toes 
of some of the big spenders of the Sen· 
ate. 

Mr. GOLDWATER. Mr. President, a 
parliamentary inquiry. 

The PRESIDING OFFICER. The Sen· 
a tor will state it. 

Mr. GOLDWATER. Mr. President, may 
we hear again the result of that last roll· 
call? I think it came out over 100 votes. 

Mr. LONG. Regular order, Mr. Presi· 
dent. 

Mr. GOLDWATER. I am sincere. I 
think it came out to 107 votes. 

The PRESIDING OFFICER. The Sen­
ator is correct. Apparently the correct 
vote was 19 yeas, 77 nays. 

Mr. GOLDWATER. I thank the Chair. 
Mr. LONG. Regular order, Mr. Presi­

dent. 
The PRESIDING OFFICER (Mr. HAS­

KELL) . The question is on agreeing to the 
amendment No. 195 of the Senator from 
Dllnois. On this question, the yeas and 
nays have been ordered, and the clerk 
will call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

The second assistant legislative clerk 
called the roll. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PAcKwooD) 
and the Senator from Alaska (Mr. Sl'E­
VENS) are necessal'ily absent. 

I further announce that the Senator 
from Ohio (Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio <Mr. 
TAFT) would vote "yea." 

The result was announced-yeas 30, 
nays 66, as follows: 

[Rollcall Vote No. 98 Leg.] 
YEAS-30 

Bentsen 
Bid en 
Brock 
Brooke 
Burdick 
Case 
Clark 
Cranston 
Curtis 
Eagleton 

Fannin 
Gravel 
Griffin 
Hart, Philip A. 
Haskell 
Hatfield 
Javits 
Long 
Mansfield 
Mathias 

NAYS-66 
Abourezk Church 
Allen Culver 
Baker Dole 
Bartlett Domenici 
Bayh Easuand 
Beall Fong 
Bellmon Ford 
Buckley Garn 
Bumpers Glenn 
Byrd, Goldwater 

Harry P., Jr. Hansen 
Byrd, Robert C. Hart, Gary W. 
Cannon Hartke 
Chiles Hathaway 

McClm·e 
McGovern 
Moss 
Muskie 
Pen 
Percy 
Stevenson 
Stone 
Tunney 
Williams 

Helms 
Hollings 
Hruska 
Huddleston 
Humphrey 
Inouye 
Jackson 
Johnston 
Kennedy 
Laxalt 
Lea.hy 
Magnuson 
McClellan 
McGee 
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Mclnt.,vn 
Metcalf 
Mondale 
1\rlon~a 
M&l'g&.n. 
Nelaon 
Nunn 
Pastore 
Pean.on 

Pl'OXm1re 
Randolph 
Ribicoff 
Bo 
Schwetker 
Scott. Huglt 
Seot1;. 

wnna:mr.. 
Sparkman 

Stairord 
Stennis 
Symington 
Talmadge 
Thunno 
Tower 
Weleker 
Young 

NOT VO'I"'NG---3 
Packwood. Stevens Taft 

So Mr. PERcY's amendment as re­
jected. 

The PRESIDING OF'FICER. The next 
vote on amendment No. 3.'Z. The question 
1s on agreeing to the amendment of the 
Senator from Maine {Mr. HAnu.wAY). 
The yeas and na.vs have been ordered, 
and the clerk will call the roll. 

The second assistant legislative clerk 
called the rolL 

Mr. GRIFFIN. I annoonce that. the 
Senator from Oregon tMr. PACKWOOD) 
and the Senator from Alaska.. <Mr. 
Suvms> are necessarily absent. 

I further announce that the Senator 
from Ohio <Mr. Tu~) 1s absent due to 
:illness. 

I further announce that, if present and 
voting, the senator from Ohio <Mr. Tan> 
would vote "nay.',. 

The result was announced-yeas 24, 
nays 7~ as follows: 

(Rollcall Vote No. 99 Leg.J 
YEAS-24 

Abourezk 
Allen 
Bayh 
case 
Clark 
cranston 
CUlvel' 
FOl'd 

Gravel 
Hart. Gary W. 
Hartke 
Haskell 
Hatfield 
Hathaway 
Ja.cltson 
Long 

NAYB-72 
Baker Glenn 
Bartlett Goldwater 
Beall Grimn 
Bellmon Hansen 
Bentsen Hart. Philip A. 
Biden ~ 
Brock Hollings 
Brooke ~ka 
Buekley Huddleston 
Bumpers Humphrey 
Burdick Inouye 
Byrd. Javits 

Harry P .• Jr. Johnston 
Byrd. Robert C. Kennedy 
cannon ~t 
Chiles Leahy 
Church Magnuson 
Curtis Mansfteld 
Dole McClellan 
Domenicl McClure 
Eagleton Mcintyre 
Eastland Morgan 
Fannin Moss 
Fong Muski& 
Garn Nelson 

Mathias 
McGee 
McGovern 
Metcalf 
Mondale 
Mon:toya. 
Schweiker 
Sparkman 

unn 
Pastor 
Pearson 
Pen 
Percy 
Proxmlre 
Randolph 
Ribicofr 
Roth 
Scott, Hugh 
Scott, 

WUllamL. 
Stafford 
Stennis 
Stevenson 
Stone 
Symington 
Talmadge 
Thurmond 
TOWel' 
Tunney 
Welcker 
Williams 
Young 

NOT VOTING--3 
Packwood Stevens Taft 

So Mr. HATHAWAY's amendment was 
rejected. 

Mr. MANSFIELD. Mr. President-­
The PRESIDING OFFICER. The Sen­

ator from Montana. 
Mr. MANSFIELD. Mr. President, I ask 

unanimous consent that the automatic 
quorum under the cloture rule be 
negated. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection. it fs so ordered. 
Mr. ABOUREZK. Mr. President­
The PRESIDING OF'FICER. The clerk 

will state the motion to invoke cloture, 
the-

Mr. MANSFlELD. Mr. President., I ask 
unanimous consen' that the Senator 
irom South Dakota. be recognJzed for not 
to exceed 1 minute. 

Mr. ABOUREZK. Thirty seconds. 
~.]4ANS~. For30 s~n~ 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 

CHANGE OF REFERENCE-S. 1251 

Mr. ABOUREZK. Mr. President. I ask 
unanimous consent. that the Govern­
ment Operations Committee be dis­
charged from further responsibUlty ior 
S. 1251, a bill to provide for improved 
government organization, and tbat it. be 
appropriately referred. 

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

TAX REDUCTION ACT OF 1975 

The Senate continued with the con­
sideration of the bill (H.R. 2166) to 
amend the Internal Revenue Code of 
1954 to provide for a refund of 1974 
individual income taxes, to increase the 
low income allowance and the percent­
age standard deduction, to provide a 
credit for certain earned income, to in­
crease the investment credit and the 
surtax exemption, and for other pur­
poses. 

CLOTURE MOTION 

The PRESIDING OFFICER. The time 
for debate under the unanimous-consent 
agreement having expired, pursuant to 
rule XXII, the Chair lays before the 
Senate the pending cloture motion, 
which the clerk will state. 

The legislative clerk read as follows: 
CLOTURE MOTION 

w r the undersigned Senators. in accord· 
ance wlth the provisions of Rule XXII of the 
Standing Rules of the Senate. hereby move 
to bring to a close the debate upon H.R. 
2166, to amend the Internal Revenue Code 
ot 1954 to provide !or a refund of 1974 in­
dividual income taxes. to increase the lo.w 
income allowance and the percentage stand­
ard deduction. to provide a credit for certain 
earned income. to increase the investment 
credi1> and the surtax exemption, and for 
other purposes. 

Ernest F. Hollings. John 0. Pastore, Alan 
Cranston. Frank Church, William D. Hatha­
way, Richard (Dick) Stone. Warren 0. Mag­
nuson, Floyd K. Haskell, Thomas F. Eagle­
ton, Joseph B. Blden, Jr., Gary W. Hart, 
Quentin N. Burdick. Abraham Ribico1f. Vance 
Hartke. Thomas J. Mcintyre. Mike Mansfteld, 
Da.niel K. Inouye, Cleiborne Pell, Lee Metcalf. 

VOTE 

The PRESIDING OFFICER. The 
question is, is it the sense of the Senate 
that debate on H.R. 2166, to amend the 
Internal Revenue Code of 1954 to provide 
for a refund of 1974 individual income 
taxes, to fncrea.se the low income allow­
ance and the percentage standard de­
duction, to provide a credit for eertain 
earned income, to increase the invest­
ment credit and the surtax exemption, 
and for other purposes, shall be brought 
toaelose? . 

The yeas and nays are mandatory 
unde1· the rule. The clerk will can the roll. 

The legislative clerk called the ron. 
Mr. GRIFFINw. I announce that the 

Senator from Oregon <Mr. PACKWOOD), 
and the Senator from Alaska. <Mr. 
STEVENS) , are necessarily absent. 

I further announce that. lhe- Senator 
from Ohio <Mr. TAFT), is absent due to 
illness. 

I further announce that. i1 present 
and voting, the Senat.or from Ohio <Mr. 
TAFl') would vote "yea." 

The yeas and nays resulted-yeas 83, 
nays 13. as follows: 

[Rollcall Vote No. 100 Leg.} 

YEAS-83 
Abourezk Gleiin 
Baker Gravel 
Bayh Gr.Ufin 
Beall Hansen. 
Bellman Hart, Gary W. 
Bentsen Hart, Phllip A. 
mden. Hartke 
Brock Haskell 
Brooke Hatfi.eld 
Buckley Hathaway 
Bumpers Hollings 
Burdick Hruska 
Byrd, Robert C. Huddleston 
Cannon Humphrey 
Case Inouye 
Chiles Jackson 
Church Javits 
Clark Johnston 
Cranston Kennedy 
Culver Laxalt 
Curtis Leahy 
Dole Long 
Domenicl Magnuson 
Eagleton Mansfield 
Fannin Mathias 
Fong McClure 
Ford McGee 
Garn McGovern 

NAYS-13 

Mcintyre 
Metcalf 
MODCtale 
Montoya. 
Morgan 
Moss 
J.I\J8kle 
Nelson 
Nunn 
Pastore 
Pearson 
Pell 
Percy 
Proxmire 
Randolph 
Riblcof[ 
Roth 
Schweiker 
Scott, Hugh 
Stafford 
Stevenson 
Stone 
Symington 
Tunney 
Weicker 
Williams 
Young 

Allen Goldwater Sparkman 
Bartlett Helms Stennis 
Byrd, McClellan Talmadge 

Harry F., Jr. Scott. Thurmond 
Eastland William L. Tower 

NOT VOTING-3 
Packwood Stevens Taft 

The PRESIDING OFFICER. On thi 
vote the yeas are 83, and the nays are 
13. Three-fifths of those duly chosen and 
sworn having voted in the atnrmative, 
the motion is agreed to. 

Who yields time? 
Mr. SPARKMAN. lv!r. President, I call 

up my amendment at the desk. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The legislative clerk read as follows: 

At the appropriate place, insert the follow­
ing new section: 
SEC. • LIMITATION ON INDUSTRIAL DEVELOP­

MENT BONDS. 
(a} Section 103(c) (6) of such Code (re­

lating to exemption from industrial develop­
ment bond treatment for certain small is­
sues) is amended-

(1) by- striking out "$1.000.000 .. in sub­
paragraph (A) and by inserting in lieu there­
of "$10,000,000 .. ; 

(2) by striking out subparagraphs (D), 
(E), (F), and (0) thereof. 

(b) The amendments made by subsection 
(a) shall apply with respect to obligations 
issued after the date of enactment of this 
Act. 

Mr. SPARKMAN. Mr;. President, I 
shall make a very briet statement on 
this matter. 

This amendment would amend the 
present act relating to the tax-exempt 
industrial de1t 1lopment bonds. There is 
a 11mlt on tt now of a mllHon dollars. 
These bonds are used to aid local devel­
opment companies to erect buildings 
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that may be necessary for some small 
company to occupy and to can-y on the 
industry. It is essentially a small-busi­
ness measure. 

We have had this in existence for a 
long time. The figure used to be much 
1 igher. Finally, a few years ago, it was 
reduced. There was a sort of formula 
w ereby the maximum was set at $10 
million, and there was a proviso that 
if 10 million or more were put into it, 
there would be a carryback, and so forth. 

This amendment simplifies it and sets 
the maximum amount at $10 million that 
can be issued for these small businesses. 

What happens is that a local commu­
nity that will organize a local industrial 
agency may issue tax-exempt bonds for 
the purpose of doing what is necessary 
to get thE> company started. Ordinarily, 
most of those companies would have 25, 
30, or 50 employees. As I say, it is essen­
tially a small-business matter. 

This may sound as though it would 
cost the Government money, but actu­
ally, it would make money for the Gov­
ernment. It would put unemployed peo­
ple to work in small business, and in a 
very short time that business would be 
paying taxes, the employees would be 
paying taxes, and the Government, in 
the long run, would not lose any money. 

I am not going to make an extensive 
statement. That is the essence of it, as 
I see it. 

Mr. RffiiCOFF. Mr. Pre ident. in be­
half of the committee. we have to op­
pose this amendment. 

Before 1968, all bonds-State, mtmici­
pal, and industrial development bonds­
were tax exempt. In1968, there was deep 
concern because of the wild proliferation 
of industrial revenue bonds. So Congress 
changed the law, and we generally said 
that industrial revenue bonds are not tax 
exempt, but we made two exceptions. 

First, we said that on any industrial 
bond issue, whether it be $10 million or 
$100 million, the first $1 million was tax 
exempt. Thus, on a $100 million bond is­
sue, only the first $1 million was exempt. 

Second, we said that if the total issue 
of industrial revenue bonds was less than 
$5 million, then that total issue was 
exempt. 

The amendment I oppose would pro­
vide a :flat $10 million exemption for all 
industrial revenue bonds. This 1s the rea­
son why we oppose this amendment: We 
all know that our cities and towns are in 
economic distress. Any encouragement of 
industrial development bonds will com­
pete against State and municipal bonds. 
As the supply of all types of bonds goes 
up, the demand will remain the same, so 
the price of our municipal and State 
bonds will go down and interest rates will 
go up. This is going to drive up the cost 
to all our cities and States in trying to 
finance their problems. 

Second, industrial development bonds 
were invented as a way for the commun­
ity to attract industry. Now, virtually all 
the States have these bonds. 

I recall, during my years as Governor 
of Connecticut, that we did not have 
these bonds, and we saw some of the 
States issue these bonds and lure indus­
try away from the State of Connecticut. 
Now, Connecticut, like almost every 
other State in the Union, has bonds, so 

that advantage no longer is there for my 
State. Therefore, there is no longer any 
incentive for a business to move from one 
place to another, because all our States 
and municipalities have this privilege. 
Therefore, the community is buying 
nothing for the investment it is making. 

Third, industrial development bonds 
are, in reality, a use of the tax code for 
essentially a private purpose. Industrial 
development bonds are not backed up by 
the full faith and cTedit of the States or 
municipalities. They are backed up by 
the economic well-being and long-term 
profits of the industry affected. After 
the bonds are paid off, the property is 
owned by the private industry. Given 
the economic problem of towns and cit­
ies in meeting their day-to-day respon­
sibilities of providing basic services, 
building schools, and other basic needs, 
the encouragement of more industrial 
development bonds can only hurt towns 
and cities throughout the country. 

I have asked the Joint Committee on 
Taxation for the figures on the revenue 
losses under the proposal of the distin­
guished Senator from Alabama. 

They say that, on the assumption that 
$1 billion of these bonds would be issued 
each year, they anticipate the following 
losses to the Federal Treasury: in 1975, 
$520 million; in 1976, $62 million; in 
1977, $108 million; in 1978, $150 million; 
in 1979, $240 million. 

What we are doing is laboring under 
a delusion that this is going to help any 
municipality or State to create jobs. 
What we are trying to do is lw·e industry 
away from one locality to another. But 
that is pretty rough to do now, because 
every municipality is the same. So we 
will have private industry shopping 
around for where they can buy or have a 
building built for them cheap, giving 
them a competitive advantage with other 
industries in the same field. 

I think that Congress. in its wisdom, 
after having looked at the proliferation 
of these industrial bonds, cut it back to 
$1 million and put a cap on it of $5 
million, and it would be a mistake for 
Congress now to change its policy to go 
back to $10 million. 

It would hwii many communities, bring 
no basic gains, and at the same time, 
involve a very substantial loss. So, in be­
half of the Committee on Finance, I 
oppose that amendment. 

Mr. CURTIS. Mr. President, I yield 
myself 5 minutes. 

The distinguished Senator from Con­
necticut 1s very eloquent and persuasive, 
and he is equally eloquent and persua­
sive when he is wrong-which is not 
often, but this time he is. 

An abuse did arise in industrial devel­
opment bonds and some of them were 
issued for $90 million. Congress, in its 
wisdom, put a cap on it. With the added 
cost growing, that cap is inequitable. It 
ought to be raised to $10 million. That 
is ow· case. 

Classically, over the years, the bu­
reaucracy and the Treasury have a clas­
sical opposition t0 this. But at this time, 
we are faced with the problem of Cl'eat­
ing jobs and activity over the country. 
Are we going to do all of that with Fed­
eral credit? If the Small Business Ad­
ministration lends money for a local in-

dustry, it costs the Treasury. If the Fed•; 
eral Government guarantees a loan for 
some sort of development, that adds to 
the debt of the country. 

What this amendment does is permit 
localities to use their credit to provide 
an industry. The Federal Government 
does not guarantee it, the Federal Gov­
ernment does not lend the money. 

It is not a question of pirating in­
dustries from one State to the other. 
That is an old, worn-out argument. That 
might have had some validity 25 years 
ago, but it has not now. I can give an 
illustration of the use of this. 

We have, in my home town, which is 
a town of 2,600 people, a meatpacking 
plant. It provides jobs for about 60 peo­
ple. The farmers built it. They voted 
revenue bonds to do so. They are paying 
off their bonds. There was not the slight­
est wa,y that the Federal Government 
could lose anything on it. The feedback 
of payroll taxes and income taxes from 
those 60 people employed has meant 
much to the Federal Government. They 
used local credit at a time when the 
bw·dens on our Federal Government are 
so great. 

This amendment was considered in the 
committee and was voted down-but not 
unanimously, by any sense. When the 
distinguished Senator from Connecticut 
says he speaks for the Committee on 
Finance in opposing this, he does not 
speak for me. 

Mr. RffiiCOFF. If the Senator will 
yield, I think I speak for the majority 
of the Committee on Finance at there­
quest of the chairman. 

Mr. CURTIS. I am afraid the Senator 
did not so state. 

Mr. RffiiCOFF. Yes, the Committee 
on Finance voted against it. 

Mr. CURTIS. No, no, the distinguished 
Senator said that, speaking for the Com· 
mittee on Finance, he opposed this 
amendment. 

Mr. RffiiCOFF. The chairman asked 
me if I would oppose this amendment 
for the committee. I suppose, speaking 
for the chairman-! do not know how he 
is going to vote. He asked me to speak 
against it. I do not speak for the Senator. 
I think the Committee on Finance voted 
it down. I think if the vote in the Com­
mittee on Finance was negative, I can 
say that, speaking for a majority, they 
turned this down. 

Mr. CURTIS. The Senator may speak 
for the majority who voted that way, 
but there were six of us in the Commit­
tee on Finance who voted for it. It was 
a public session. I assume that the rea­
son the chairman turned the opposition 
over to the distinguished Senator from 
Connecticut is that he was one of those 
who opposed it. I think that is the proper 
way to handle this. 

Mr. President, this was not opposed 
unanimously by the Committee on Fi­
nance-far from it. It does not involve 
Federal Government borrowing, or Fed­
eral Government credit, it does not in­
volve Federal Government guarantees. 
The loss in revenue is greatly exagger­
ated. It allows for no feedback of addi­
tional revenue by reason of the activity 
of the measure. 

Mr. President, I reserve the remainder 
of my time. 
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Mr. RIBICOFF. Mr. President, I in­

tend to move to table the amendment, 
but I shall refrain to give the distin­
guished Senator from Alabama. whatever 
additional time he wishes. 

:Mr. SPARKMAN. I appreciate that. 
I shall speak very briefiy. 

We have had this law on the statute 
books, as. pointed out by the Senator 
from Connecticut, for a good many years. 
It has operated at different levels and 
it is true that when there was no limit. 
I think Ulere were some cases that were 
reallY abuses of the power. But then we 
limited it to $10 million. with the possi­
bility of involving even as much as $50 
million. Then we cut it down to $1 mil­
lion. The system is still there, but it is. 
just a million dollars now. 

There are some plants, naturally, that, 
need more money than that. I wish to say 
that over the years that e have had 
this program working, I have never 
known of a city or a town or a State that 
objected to it. As a matter of fact, I kno 
from experience that it. has meant much 
in many of the smaller towns and com­
munities. where private enterprise came 
in there. They were not moving from 
somewhe~·e else. Local people, ordinarilY, 
were the ones who would put. up the 
building and start the opel"Uion with. 
as the. Senator from Nebraska pointed 
out, the income from those workers be­
coming taxable, the profits from the op­
eration of the business becoming profit­
able, and they have been profitable ap­
erations for the localities in which they 
operated. 

Mr. President, there never was, to my 
knowledge, any plant seduced a ay from 
another area. If there is such a. thing 
local operation by local people, this is it. 
It means much to the communities, it 
means much to the workers who get. em­
ployment the:re, and it means much to 
the Treasury of the United states. too; 
because they do not put out any money. 
But they d& start getting money from 
the operatwns. 

I 'Very strongly advocate the amend­
ment. 

Let me say this with reference to some 
statement. made- about the Senator from 
C<mne£ticut. Let me say in all fairness 
to the chairman of the committee Ulal.he 
told me that. he would ask the Senator 
from Connecticut to handle thJs on the 
:floor, because he had been in opposition 
m the committee. SG that is quite under­
standable i that respect. 

Mr. RIBICOFF. Just two words,. Mr. 
President. The Treasury is strongly OP­
posed to this amendment.. 

Mr. President.. I move to lay the 
amendment on the table. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion to 
lay on the table <puttln the question). 
The ayes appear to have it and the mo­
tion is agreed to. 

Mr. CURTIS. I ask fo a division. Mr. 
Pl•esid.ent.. 

The PRESIDING OFFICER. The re.­
sult ha.s been announced. and the re­
quest. not in der. 

The Chair ncognizes the. Senator 
from Arizona.. 

Mr. GOLDWATER. Mr. President, I 

·-·- -

yield myself such time as I may require. 
It will not be too long. I shall not speak 
on the pending amendment. 

Mr. President, I shall not vote for this 
bill, but at the time of voting, the Senate 
will probably be too busy for me to make 
any remarks. I just want to say a few 
things about what we are doing. 

I was thinking last night about all the 
different things taking place in this 
country, and around this world in rela­
tion to this country, and the question 
came to my mind, What has happened 
to my country? 

Let me try to explain why I shall vote 
against this piece of legislation. To be­
gin with, it was suggested first by the 
President of the United States as a way 
to end a recession-not a depression, be­
cause we are not in that yet-a way we 
thought might attack infiation; but it 
has no bearing at all on inflation. 

Mr. President, I think I understand the 
thinking behind the suggestion that the 
Federal Government can put people to 
work and, by putting Federal money, 
which is really the people's money, into 
jobs, that they can prevent a depression 
or cure recession. 

Mr. President, this all came about back 
about. 1934 when an Englishman who 
later became a lord, John Keynes, came 
to this country in the middle of our de­
pression. He is the one who suggested 
the full employment approach, the idea 
that. the Federal Government can always 
save the economy. 

He is the one who talked our country 
into going otf the gold standard. And I 
must say, Mr. President, in spite of wha~ 
some people think and in spite of what 
I ha.ve heard on this :floor, this approach 
had no bearing at all on the depression 
of Ule 1930's. I know something about 
that depression. I was running a business 
at that time. There were 17 million people 
out of work in 1939. At one time there 
were almost 20 million people out of 
work. in a wol:k force less ~han half what 
it.fstoday. 

The only thing that saved the depres-­
sion in the 1930's was the coming of 
World War II. The whole concept oi Key­
nesianism has proved to be disastrous 
eveq plaee it has been tried. Is has p:rac­
iically bankrupted England, and is on the 
way to bankrupi;ing our country, because 
what. has happened as a result of this 
false idea that the Federal Government 
can do something about the economy is 
that we have increased om credit by over 
400 J)ercent. in the last 10 years, while at 
the same time we ba.ve oniy increased our 
productivity by about 28 percent. 

Our credit has been increased by the 
printing of paper money, money that 
has bsolutely no value at all. A dollar 
1n my pocket is only worth what you 
tb1nk it is when you and I get to taJklng 
about something I might buy from you. It 
has no g.old behind it. It is absolutely 

orthless except as a means of barter, 
sort of like the shells that the Indians 
used,. wampum ·or something like that, 

bleb had nothing behind it but. what 
someone thought U was ortb. 

We have added to our deficit year fter 
;Jea.r after year" under the llliMaken idea 
that if e keel} on doing it, •me day 

the economy is going to grow so greatly 
by it that all of the deficits will be paid 
back. 

This is absolutely wrong, Mr. Presi­
dent. As I said, I saw this tried in the 
1930s,. and I saw it fail. The only time 
that you can app}y the Keynesian theory 
to economics and have it work is during 
wartime, and this is the first time we 
have been out of a war economy, now, 
since 1939. The moment we began to look 
like we would get out of it and did not 
take proper steps to get back on some 
sound basis, this economy of ours started 
into trouble. We are still in it. And 
while this bill may have some little effect: 
it is not going to have the effect that 
people 1n this body, the Congress, or the 
!Preside.at think it will have. 

I have sat here on this :floor and I 
have listened to free enterprise being 
castigated. I have listened to the whole 
concept of our economy being tom apart. 
I remind my colleagues that there is 
only one way in the world this country 
can produce money. That is to produce 
profit, to produce enough profit so that 
the company can reinvest a part of that 
profit in new structures, new equipment, 
new ideas. 

I hear it stated here that this bill 
for $30 billion will create new jobs. Sure 
it will; worthless jobs that mean nothing 
to our economy. Perhaps it will also cre­
ate some tax reductions. 

Mr. President, we in Congress have to 
take the full blame for the state of in­
fiation in this country and, yes, around 
the world, because many, many countries 
have pinned their currency to our dollar, 
and they are now realizing that was a 
false pin. and if there was any way to 
get out of it, believe me. they would. 
In fact, we see the Middle Eastern coun­
tlies now attempting to do that. 

So. Mr. President, I am going to vote 
against this measw·e, because it is not 
going to do what we think it will. We 
have seriously damaged some important 
parts of our economy-though not as 
seliously, probably. as we would have if 
we had not followed the advice of the 
Senator from Montana <Mr. MANSFIELD) 
yesterday and sort of gotten this thing 
back on a decent track. 

As an example to show what is caus­
ing me worry, r sat here the other night 
and heard distinguished Members of this 
body plead to take $4 billion out of the 
general fund to pay increases rn social 
security. If it is good for the social se­
curity recipient, let me remind Y0\4 it 
is good for every retired civfi s.e1-vant, 
every retired military man,. and every re­
tired person who has ever been connected 
with the Federal Government. If we had 
done that. we would have opened a door 
to what I believe would have been com­
plete disaster. Mr. PI·esident, r may be 
wrong, and I hope and pray that I am. 
but if we face a deficit this year that 
approaches $40 billion or $45 bffiion, and 
then look at an $80 bllllon to $100 bU.­
lion deficit next year. I ha.ve to make the 
prophecy that this ceunky will not re­
main solvent for 5 more years, and we 
will see total national ~.There 
is no other ay to go. You cannot do 
that in business, you cannot do it in your 
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private lives, and there is no way to do 
it in government, particularly. 

Mr. CURTIS. Mr. President, will the 
distinguished Senator yield? 

Mr. GOLDWATER. Yes. 
Mr. CURTIS. I commend my colleague 

for his statement. The estimate of an $80 
billion defidt for next year. I am sure, 
was based upon an estimate that this tax 
reduction would be much more modest 
thn it is. So a vote for this bill is not 
a vote to support an $80 billion deficit, 
but more likely about a $95 billion or a 
$96 billion deficit 

Mr. GOLDWATER. I have to agree 
with my friend from Nebraska, because 
I have not taken into consideration the 
almost certain passage of some health 
bill this year, that could in itself range 
from a few billion dollars to as high as 
$60 billion or $70 billion. 

Mr. President, as long as I have the 
:floor, and I have spoken about this bill 
I would like to mention some other things 
that bother me today about the direc­
tion our country has taken. 

It was sickening to me to read the 
paper last night to see that Hue has been 
evacuated, when we fought like tigers 
three times to save Hue. It bothers me 
to see coming true what I prophesied a 
year ago that, without conti.."'lued finan­
cial aid from the United States, South 
Vietnam would go down the tube. This 
does not bother me just because it hap­
pens to be South Vietnam. It does con­
cern me because I think under two Presi­
dents and one Secretary of Defense that 
was the worst-conceived, worst-fought 
war in the history of warfare, and I hope 
to be around when the proper tails are 
pinned upon the people responsible for 
that. But that is beside the point. 

We now see the Government of South 
Vietnam being pushed back into anal­
most defenseless position in Saigon, 
without naval power to speak of, with 
limited airpower, and with the United 
States of America saying "no" to what 
is a moral commitment. 

Now we are in South Vietnam because 
President Eisenhower promised them we 
would, and we kept our word. Three dif­
ferent Presidents or four different Presi­
dents have promised South Vietnam and 
Cambodia monetary aid. 

Now, we are not giving it. What does 
that do? I think it almost certainly seals 
the fate of South Vietnam. It certainlY 
seals the fate of Cambodia and Laos, 
and now we have Thailand trying to get 
us out of that country. I will say to my 
colleagues when that domino of Thailand 
begins to teeter, we are going to be asked 
to answer the $64,000 question: What do 
we do about the defense of Southeast 
Asia, because if Thailand falls, and we 
lose the isthmus of Thailand, we will 
deny oil to the entire Pacific Ocean as it 
comes from the Middle East. I hope I 
am wrong. 

What bothers me is I have been right 
too doggone often. Maybe I ought to go 
someplace where I cannot think. But I 
see these things in the paper, I listen to 
them on television, I listen to debates on 
the floor, and read the REcoRD of what 
is going on in the other body, and I am 
WOITied. 

Now we see Portugal going Communist. 
A great newspaper like the New York 
Times cannot see anything wrong with 
it. What do we do about a refueling 
base in the Azores? I happen to have been 
stationed out there during part of World 
Warn. I saw that base start. 

We never could have supplied Israel 
without Portugal's help, and to my 
friends in this body who are devoted to 
the protection and defense of Israel, 
write it off if Portugal comes under 
communism this next week. Yet we have 
not heard one word about this from our 
Secretary of State. Of course, it is kind of 
hard to get a word from Aswan Dam. 
Maybe he ought to come home. We have 
not heard one word coming from the 
President. I have not heard anything 
about it on the floor of this body. 

Portugal can-the ownership of Por­
tugal by the Communists can--deny the 
6th Fleet the use of the Mediterranean 
almost as certainly as the Soviets can 
now deny that 6th Fleet its use because 
of land-based aircraft surrounding the 
whole perimeter of the Mediterranean. 

Mr. President, just a few days ago the 
beleaguered, set-upon CIA revealed that 
it had raised a Soviet submarine. Why, 
to listen to some of the press and the 
media and some of my friends in this 
body, in Congress, some of my friends 
downtown, you would think we had just 
burned th.e American flag. 

I think this is probably the greatest 
stroke of intelligence that this country 
has ever pulled off. And they say, ''Oh, 
is it worth $350 million?,. Who knows? 
We may have learned enough about their 
warhead-whether we have I do not 
know-to be able to say that we can 
scrub $2 billion or $3 billion or $4 billion 
orth of defensive equipment that I 
have been battling for. I do not know 
what they found. 

But the CIA has done an outstanding 
job. And yet, morning, noon, and night 
we hear that something is wrong with 
the CIA. 

If I had been the President of the 
United States, and they only had a tail on 
10,000 people in this country, I would 
have been a little upset because of what 
I see in this town, with people able to 
sell top secret documents, steal top secret 
documents, writers in our press telling us, 
who have access to any secret that we 
have, and are willing to divulge it. I think 
we need a stronger CIA. 

I can tell Senators this: In my con­
tacts in this field around the world, we 
are losing credence, and we are losing it 
fast. When we lose top men in the CIA, as 
we have lost them because of criticism, 
and because of the very plain fact that in 
that business you do not stay exposed 
very long, because you do not stay alive 
very long-when we lose the services of 
men like we have lost in the CIA, we have 
been hurt. This bothers me. 

We now have a Rockefeller commis­
sion studying the CIA. I am on a commit­
tee in the Senate studying the CIA. The 
House has a committee studying the CIA. 
Now they want to appoint three more 
committees to see about the submarine 
and what happened. 

It is getting so, Mr. President. that 

there are no secrets in this country. No 
country can live in the hosttle world in 
which we live today without intelligence. 
mtelligence of what the enemy is capable 
of doing, what they might do and are 
capable of, and what are our allies willing 
to do. 

This is what bothers me, too. Our allies 
are beginning to question the integrity 
and the honesty of our country. Why? 
Because we are dumping a little country 
like South Vietnam. Not of much impor­
tance, you say. I happen to think it is, but 
some of my colleagues do not think so. 

So, Mr. President, I am won·ied, and 
the final thing that bothers me, and this 
all adds up to it, is a very obvious loss of 
confidence among our people in our form 
of government. 

When less than 50 percent of the peo­
ple turned out to vote last November, we 
knew what it meant. They have lost faith 
in this constitutional republic that is the 
greatest Government ever created on the 
face of the Earth. It has provided more 
freedom for more people than all the gov­
ernments of all time. It has provided 
more living for more people than all the 
governments of all time. I am not saying 
it is perfect, but we have got to do some­
thing in this body to make it more under­
standable and acceptable to the people of 
this country. 

I suggest that when we go on the ram­
pages on which we have been going in 
the past week relative to this so-called 
tax cut-and I know people honestly be­
lieve it will help, and they are entitled to 
that thought-when we are looked on, as 
we must be looked on, as an irresponsible 
group of people by our fellow citizens, 
I think it is time we did something about 
it. 

As I travel all over the United States, 
I have approached over 500 good men 
and women, as dedicated to this country 
as they can be. I have discussed with 
them what we as a Nation are doing, and 
yet something is not working. It might 
be leadership-! doubt it. I think we have 
able leadership in this body. I think we 
are engaging in far too much politics 
about what is going on in our daily lives. 
I do not think we are candid enough 
with the people. I do not think we tell 
them the truth. 

So. Mr. President, while I only ex­
pected to get up and tell you why I was 
not going to vote for this bill, I guess I 
have gone on, but, having voted against 
cloture, I guess I am allowed to say some­
thing once in a while. 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen­

ator from Minnesota. 
AMENDMENT NO. 275 

Mr. MONDALE. Mr. President, I call 
up my amendment No. 275. 

The PRESIDING OFFICER. The clerk 
will report. 

The assistant legislative clerk pro­
ceeded to read the amendment. 

Mr. MONDALE. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
At the appropriate place in the committee 
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amendment insert the following new sec­
tions: 
SEC. . INCREASE I!_'i PERCENTAGE STANDARD DE• 

DUCTION. 
(a) INCREASE.-8ubsection (b) of section 

141 (relating to percentage standard deduc• 
tion) is amended to read as follows: 

"(b) PERCENTAGE STANDARD DEDUCTION.­
The percentage standard deduction is an 
amount equal to 16 percent of adjusted gross 
income but not to exceed-

"(1) $3,000 in the case of-
:: (A) a joint return under section 6013, or 

{B) a sm·viving spouse (as defined in sec­
tion 2(a)), 

"{2) $2,500 in the case of an individual 
who is not married and who is not a surviv­
ing spouse (as so defined), or 

"(3) $1,500 in the case of a married indl~ 
vidual filing a separate return." 

(b) CONFORMING AMENDMENT .-Subpara­
graph (B) of section 3402(m) {1) (relating 
to withholding allowances based on itemized 
deductions) is amended to read as follows: 

"(B) an amount equal to the lesser of (i) 
16 percent of his estimated wages, or (ii) 
$3,000 ( $2,500 in the case of an individual 
who is not married (within the meaning 
of section 143) and who is not a surviving 
spouse (as defined in section 2 (a) ) ) . " 

(C) EFFECTIVE DATE.-The amendments 
made by this section apply with respect to 
taxable years beginning aft er December 31, 
1974. 
SEC. . INCREASE IN LoW-!NCO!.'fE ALLOW­

ANCE. 
{a) IN GENERAL.- Section 141(c) {relating 

to low-income allowance) is amended-
( 1) by striking out "$1,300" and insert­

lug in lieu thereof "$1,800"; and 
{2) by striking out "$650" and inserting 

in lieu thereof "$900". 
{b) CONFORMING AMENDMENT.-Section 

6012(a) {1) (relating to persons required to 
make 1·eturns of income) is amended by 
striking out "$2,050" each place that it ap­
pears and inserting in lieu thereof "$2,550", 
and by striking out "$2,800" each place that 
it appears and insert ing in lieu thereof "$3,-
300". 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply with respect to 
taxable years beginning after December 31, 
1974. 

Mr. MONDALE. Mr. President, this 
amendment would restore the standard 
deduction provisions that were contained 
in the House bill, but which were dropped 
by the Senate Committee on Finance. 

The amen~ment would guarantee that 
all taxpayer-: receive a tax cut under the 
Senate bill at least as large as the one 
they would have received under the 
House bill. Most would receive a substan­
tially larger tax cut. There is a fact sheet 
on each Senator's desk showing in detail 
the effect of this amendment on taxpay­
ers with different incomes and different 
family sizes. 

Mr. President, I ask unanimous con­
sent that that fact sheet appear immedi­
ately following the conclusion of my re­
marks in the RECORD. 

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

<See exhibit No.1.) 
Mr. MONDALE. The revenue loss from 

this amendment would be $2.97 billion. 
During Finance Committee considera­

tion of H.R. 2166, I offered an amend­
ment to give each taxpayer the option of 
taking either a $200 credit or the present 
$750 exemption for themselves and each 
of theil· dependents. 

. ... .~-

My intention was that this $200 op­
tional credit would be an addition to the 
individual tax cut provisions in the 
House bill. However, the Committee on 
Finance was concerned that the $6 bil­
lion extra revenue loss from simply add­
ing the $200 optional credit to the House 
bill would be too large. 

The committee therefore decided to 
subst~tute the $200 credit for the House 
minimum and maximum standard de­
duction provisions. This resulted in an 
additional revenue loss of only $1 billion. 

In general, the $200 optional credit is 
a more effective and equitable way of 
granting relief to a broad ran~e of tax­
payers than the House standard deduc­
tion provisions. 

However, some taxpayers would save 
less in taxes under the Senate bill than 
they would have under the House ver­
sion. 

Single taxpayers and married couples 
without dependents with incomes below 
$10,000 are in this category. So are many 
taxpayers with incomes between $12,000 
and $20,000 who use the standard deduc­
tion. 

To remedy this problem, the amend­
ment I propose would raise the minimum 
standard deduction-low-income allow­
ance-to $1,800, increase the percentage 
standard deduction to 16 percent from 
the present 15 percent, and raise the 
maximum standard deduction to $2,500 
for single taxpayers and $3,000 for joint 
returns. 

The percentage and maximum stand­
ard deduction provisions in this amend­
ment are identical to those in the House 
version of H.R. 2166. 

The minimum standard deduction­
or low-income allowance-however, is 
lower. The House blll raised the mini­
mum standard deduction to $1,900 for 
single returns and $2,500 for joint re­
turns. My amendment simply 1·aises it 
to $1,800 for everyone. It is now $1,300. 

Mr. CURTIS. Will the Senator yield? 
Mr. MONDALE. I shall yield in about 

2 minutes, when I complete my remarks. 
The reason for this is that the $200 

optional credit serves the same purpose 
for which the low-income allowance was 
originally designed-making sure that no 
one with an income below the poverty 
level pays a Federal income tax on in­
come which almost by definition is ab­
solutely essential to their survival. 

Keeping the low-income allowance at 
$1,800 saves approximately $2 billion, 
compared to the cost of simply adding 
the $200 optional credit to the House 
bill. Almost all of this $2 billion would 
otherwise go to taxpayers who ah·eady 
receive large tax reductions from the 
$200 optional credit. 

I believe the standard deduction pro­
visions in the House bill represent a valu­
able improvement in our tax system. 
They would greatly simplify the task of 
filling out income tax returns each year 
for millions of Americans. Under the 
House bill, it is estimated that more than 
9 million taxpayers would shift to using 
the standard deduction and away from 
the more difficult task of itemizing. 

The higher standard deduction would 
also ease the tax burden substantially 
for many taxpayers earning between 

-

$10,000 and $20,000 who do not own their 
own homes, and who, therefore, usually 
do not itemize their deductions. With 
the increasing price of homes and high 
interest rat-es, many Americans in these 
income brackets simply cannot afford to 
buy a home. Increasing the standard de­
duction would enable them to share in 
some measure in the tax benefits our tax 
system provides to their neighbors who 
are fortunate enough to own their own 
homes. 

Mr. President, I believe my amend­
ment represents an effective melding of 
the House standard deduction provisions 
with the Senate's $200 optional credit. 
If we are able to adopt this amendment 
on the floor today, it should greatly sim­
plify and expedite consideration of this 
aspect of the bill in the House-Senate 
conference. 

I hope, therefore, that we can adopt 
these constructive House provisions, and 
help speed the way toward a quick con­
ference and rapid approval of this much~ 
needed tax relief. 

Just before yielding to the Senator 
from Nebraska, I would like to make thi. 
point. 

When the bill came from the House it 
had one major failure which was quickly 
recognized by most tax analysts. That 
was that there was a gap. There was no 
relief for Americans who itemized their 
deductions. There was a liberalization of 
standard deduction, but no relief for 
families, usually those owning homes 
who itemize. ' 

So what we did in the Senate commit~ 
~ee wa~ to ~<?ve to correct that gap, but 
m movmg It m the form of a substitute 
we created another gap, namely, fo; 
those who do not itemize their deduc~ 
tions and take the standard deduction. 

The amendment I offer now would take 
the best of the House bill, it would take 
the best of the Senate bill, and combine 
them so that there is relief granted equi­
tably up and down the .:.ncome brackets 
bringing most of the relief to person~ 
in middle- and low-income brackets 
without having notches that deal unfairly 
with people in low income brackets, sin­
gle taxpayers, married couples without 
dependents, or, unless we change this, 
taxpayers who can benefit from the 
standard deductions, usually because 
they do not own their own homes. 

EXHIBIT 1 

FACT SHEET-MONDALE-HUMPHREY-RIBICOFF 
AMENDMENT No. 275 

Purpose-To restore the minimum and 
maximum standard deduction provisions 
contained in the House verzlon of H.R. 2166, 
but dropped from the Finance Committee 
version. 

Effect--The amendment wlll assm·e that 
no taxpayer receives a tax reduction rmder 
the Senate bill lower than the reduction 
that would have been received under the 
House blll. 

Cost--Revenue loss of $2.97 billion. (1974 
income levels.) 

Provisions-Increases the minimum stand­
ard deduction (also known as the low income 
allowance) to $1,800, lncrea.se3 the percentage 
standard deduction to 16 percent, and the 
ma.x1mum standard deduction to $2,500 for 
single persons and $3,000 for Joint returns. 
Under this amendment, therefore, the stand­
ard deduction would amount to 16 percent 
of a taxpayer's adjusted gross income, but 

. 
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no less than $1,800, and no more than $2,500 
for single returns and $3,000 !or joint returns. 

COMPARISON WITH CURRENT LAW AND HOUSE BILL 

Minimum standard deduc­
tion (low income allow-
ance) _____________ ------· 

Percentage standard deduc-
tion _____________ --------

Maximum standard deduc-
tion _______ --------------

1 Singles. 
2 Joints. 

Mondale 
Current Houss amend· 

law bill ment 

$1, 300 1 $1, 900 
2$2,500 

15 16 

$2, 000 1 $2, 500 
I $3,000 

$1,800 

16 

1$2,500 
'$3,000 

The Monda1e amendment does not fully 
restore the House minimum standard deduc­
tion provision because It overlaps very sub­
stantially with the $200 optional credit 
(which may be taken In place of the $750 
personal exemption) _ added by the Finance 
Committee. Keeping the minimum standard 
deduction at $1,800 saves approximately $2 
billion (compared to the House provision) , 
almost all of which would go to the same 
taxpayers who already receive a large tax 
reduction under the $200 optional credit. 

IMPACT ON INDIVIDUAL TAXPAYERS 

The attached tables show the impact of 
the amendment on taxpayers with varying 
income and family sizes. However, the tables 
do not show the impact of changes In the 
percentage and maximum standard deduc­
tion, since it Is assumed In the tables that all 
taxpayers have deductible personal expenses 
of at least 17 percent, which exceeds both the 
current (15%) and proposed (16%) per­
centage shndard deduction. To take one ex­
ample, a married couple with no dependents 
earning $17,500 with deductions equal to 
10% their income who now take the standard 
deduction would save $225 in taxes 1! the 
standard deduction provls.tons in the pro­
posed amendment are adopted, but this sav­
ing is not reflected In the attached tables. In 
the tables, the tax reductions noted result 
from the following provisions: 

House bill-Increase In minimum standard 
deduction to $1,900 for single returns and 
$2,500 for joint returns, Increase in percen­
tage standard deduction to 16%, and In­
crease in maximum standard deduction to 
$2,500 for single returns and $3,000 for joint 
returns. 

Finance Committee Substitutc-$200 op­
tional credit In lieu of $750 personal exemp­
tion, and reduction of 1 percentfl.ge point In 
tax rates applicable to first $4,000 of taxable 
income. 

Mondale Amendment--Finance Committee 
Substitute, plus $1,800 minimum standard 
deduction, 16% percentage standard deduc­
tion, and maximum standard deduction of 
$2,500 for single returns and $3,000 for joint 
returns. 

The numbers in parenthesis indicate the 
Increase ( + ) or decrease ( - ) in tax reduc­
tion--compared to the House bill-under the 
Finance Committee Substitute and the Moo­
dale Amendment. 

SINGLE PERSON 

Tax reduction 

Finance 
Present House Committee Mondale 

AGI law tax bill substitute amendment 

3,000 _______ .; 
138 89 95 (+6~ ~<+~! fl,ooo ________ 491 114 94(-20 185(+71 6,000 ________ 681 114 83(-31) 

'T~ 
8,ooo ________ 1,087 113 63(-50l 169 +56 Io,ooo _______ 1.482 48 57 <+9 82 +34 12,500 _______ 1,996 0 45~+45 45 +45 15,000 ••• ___ 1,549 0 40+40 40+40 

Tax reduction 

Finance 
Present House Committee Mondale 

AGI law tax bill substitute amendment 

17,500 _______ 3,145 0 40(+40) 40(+40~ 2o,ooo _______ 3,784 0 40t40) 40(+40 
25,000 _______ 5,230 0 40 +40) 40(+40~ 30,000 _______ 6,850 0 40 +40) 40(+40 
35,000 _______ 8,625 0 40(+40) 40(+40) 
40,000 _______ 10,515 0 40{+40) 40{+40) 

MARRIED COUPLE, NO DEPENDENTS 

3,000 ________ 28 28 28 28 
5,000 ________ 322 182 190 (+8) 270~+88~ 6,000 ________ 484 194 171(-23~ 266 +12 8,000 ________ 837 217 155(~2 239~+22~ 10,000 _______ 1, 152 152 146 (~) 168 +16 
12,500 _______ 1, 573 83 1101+27) 110~+27) 15,000 _______ 2,029 0 96 +96) 96 +96) 
17,500 _______ 2, 516 0 65 +65) 65(+65) 
20,000 _______ 3,035 0 47 +47) 47(+47) 
25,000 _______ 4,170 0 

401+40) 40r40) 30,000 _______ 
~:~ 0 40 +40) 40 +40) 35,000 _______ 0 40 +40) 40 +40) 

40,000 _______ 8,543 0 40 +40) 40 +40) 

MARRIED COUPLE, 1 DEPENDENT 

3,000 _____ : __ 0 0 0 0 
5,000 ________ 208 173 207 ~+34) 207 (+34) 6,000 ________ 362 185 249 +64) 344(+159) 8,000 ________ 694 202 212 (+10) 296 (+94) 
10,000 _______ 1, 010 152 203 (+51) 226 ~+74) 12,500 _______ 1,408 75 145 <+70) 145 +70) 
15,000 _______ 1,864 0 131(+131) 131(+131) 17,500 _______ 2,329 0 77 ~+77) 77 ~+77~ 20.000 _______ 2,848 0 59 +59) 59 +59 25,000 _______ 3, 960 0 40 (+40) 40 <+40) 30,000 _______ 5,228 0 40 <+40) 40 (+40~ 35,000 _______ 6,668 0 40 ~+40) 40 ~+40 40,000 _______ 8,251 0 40 +40) 40 +40) 

MARRIED COUPLE, 2 DEPENDENTS 

3,000 ________ 0 0 0 0 5,000 ________ 98 98 98 98 6,000 ________ 245 175 245 ~+70) 245 <+70~ 8,000 ________ 559 189 277 +88) 361 ~+172 10,000 _______ 867 152 261 ~+109) 283 +131) 
12,500.. _____ 1, 261 71 199 +128) 199 (+128) 15,000 _______ 1,699 0 166 ~+166) 166 ~+166) 17,500 _______ 2,156 0 104 +104) 104 +104) 20,000 _______ 2,660 0 72 ( +12) 72 ( +72~ 25,000 _______ 3, 7!;0 0 40 ( +40) 40 r40 30.000 _______ 4,988 0 40 ~ +40) 40 +40) 35,000 _______ 6,398 0 40 +40) 40 +40 40,000 _______ 7,958 0 40 ( +40) 40 +40~ 

MARRIED COUPLE, 4 DEPENDENTS 

3,000 ________ 0 0 0 0 s,ooo ________ 0 0 0 0 6,000 ________ 28 28 28 28 8,0QO ________ 312 172 312{+140i 312~+140} 10,000 _______ 586 136 380{+244 401 +265 
12,500 _______ 976 71 314{+243 314{+243 
15,000 _______ 1, 371 0 238(+238~ 238(+238) 
17.500 _______ 1,826 0 174{+174 174(+174) 20,000 _______ 2,285 0 97 t97) 97 (+97) 
25,000 _______ 3,330 0 40 +40) 40 (+40~ 30,000 _______ 4,508 0 40 +40) 40 t40 35,000 _______ 5 858 0 40 (+40~ 40 +40) 
40,000------- 7:373 0 40 (+40 40 +40) 

Mr. MONDALE. I yield to the Senator 
from Nebraska. 

Mr. CURTIS. I thank the distinguished 
Senator. 

My purpose is to make clear what is 
proposed here. 

The House raised the minimum stand­
ard deduction from $1,300 to $1,900. It 
got to the Committee on Finance and we 
adopted the Mondale amendment which, 
in lieu thereof, gave taxpayers the right 
to elect a $200 credit instead of taldng a 
$750 personal exemption. 

Mr. MONDALE. Take one or the other, 
that is correct. 

Mr. CURTIS. One or the other. 
Now, can the Senator tell us what the 

cost was of the Mondale amendment? 

Mr. MONDALE. $5.9 billion. 
Mr. CURTIS. Pardon? 
Mr. MONDALE. $5.9 billion. 
Mr. CURTIS. $5.9 billion. 
Now, what does the Senator propose 

to do at this time? 
Mr. MONDALE. $2.97 billion. 
Mr. CURTIS. Additional? 
Mr. MONDALE. That is correct. 
Mr. CURTIS. In other words, the Sen­

ator's amendment would increase the 
loss of revenue from 5.9 to 8.6? 

Mr. MONDALE. I do not think the 
Senator's arithmetic is exactly correct, 
but his point is well taken. 

Mr. CURTIS. Well, whatever it adds 
up to. 

Mr. MONDALE. Yes, and there must 
be some here who can help us add it. 

Mr. CURTIS. Well, a pretty high fig­
ure, tome. 

Mr. MONDALE. The Senator will be 
pleased to know I joined with the Senate 
yesterday and today in closing some of 
those tax loopholes, so that we picked up 
$3 billion in revenue. 

Mr. CURTIS. Yes, but who is this ad­
ditional money going to go to? 

Mr. MONDALE. Principally, these tax­
payers: single taxpayers, married couples 
without dependents, and Americans be­
tween $10,000 and $20,000 a year who do 
not itemize but take the standard deduc­
tion, and usually they do so because they 
are renters and not homeowners. Those 
are the ones who would get the benefits. 

There is a table on the Senator's desk 
that shows none get a tremendous 
amount. But the Senate committee's 
work, while I strongly favored it because 
it incorporated my optional tax credit, 
did, upon analysis, have certain :flaws 
in it. 

It was unfair to single taxpayers below 
$10,000 a year. It was unfair to Americans 
who do not itemize their deductions 
but take standard deductions, and it was 
unfair to married couples without de­
pendents. 

We are trying to distribute it a little 
more fairly. 

Mr. CURTIS. I want to say to the 
Senator that I thank him for yielding. 

Inasmuch as time is limited, I will not 
ask any more questions, but I will speak 
for a couple of minutes on my own time. 

Mr. MONDALE. Fine. 
I yield the :floor. 
Mr. CURTIS. Mr. President---
The PRESIDING OFFICER <Mr. 

JoHNSTON). The Senator from Nebraska. 
Mr. CURTIS. How much time do I have 

remaining? 
The PRESIDING OFFICER. The Sen­

ator has 55 minutes. 
Mr. CURTIS. I yield myself 2 min· 

utes. 
Mr. President, we have a number-­
Mr. LONG. Mr. President, will the 

Senator yield? 
Mr. CURTIS. I am happy to yield to 

the Senator. 
Mr. LoNG. Mr. President, may I ask 

unanimous consent that further debate 
under the Mondale amendment be lim­
ited to a half-hour to be divided between 
the Senator from Minnesota and the 
Senator from Nebraska? 

Mr. CURTIS. Well, I am not going to 
charge-
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The PRESIDING OFFICER. Is there 
objection? 

Mr. CURTIS. A half-hour to my time. 
Mr. LONG. Well, then--
Mr. CURTIS. That would be alll'ight 

if I can farm it out without it being 
charged to me. 

Mr. LONG. Yes. 
Mr. CURTIS. OK. 
The PRESIDING OFFICER. Is there 

objection? 
Without objection, it is so ordered. 
Mr. CURTIS. All right, I yield myself 

2 minutes. 
Now, here is the situation, the com­

mittee has already provided for a 12-
percent rebate. We have already pro­
vided for a $200 tax credit in lieu of the 
personal exemption. We have already 
provided for earned income credit, 10 
percent. with a maximum of $400, and 
they get that back if they do not pay 
any taxes. 

We have also reduced the tax rates. The 
amendment of the distinguished Senator 
from Minnesota would increase a $5.9 
billion by something over $2 billion. 

I call attention to the fact that it is a 
vote to increase the deficit, and I oppose 
the amendment. 

Mr. HUMPHREY. Mr. President, I 
wish to voice my strong support for the 
amendment by my colleague from 
Minnesota which provides for increasing 
the levels of the low-income allowance 
and the standard deduction. My .Tax Re­
lief Act of 1975 contained such provisions 
and I still believe that they are necessary 
at this time. I wish to briefly point out 
the reasons why such increases would be 
helpful. 

The present low-income allowance 
level of $1,300 was established in 1972 to 
c~C'lTespond with the poverty line at that 
time. Because of the severe inflation we 
have experienced in the past 2 years, the 
$1,300 level no longer corresponds in any 
real sense to the poverty level, which for 
a family of four has increased by around 
$1,200. The result is that a family of four 
with an income right at the poverty level 
now pays over $150 a year in taxes. This, 
of course makes no sense and must not 
be tolerated. 

Let me speak now on the more general 
standard deduction. One of the reasons 
that inflation has had such a sharp im­
pact on tax burdens is that it reduces the 
real value of the standard deduction I 
will illustrate through a simple example. 

The average four-person family in 
i973 with an income of $13,000 which 
took the standard deduction paid $1,391 
in Federal income taxes. This left $11,609 
of disposable income. Assume the 
family's income rose 8 percent in 1974, 
about the national average increase, to 
$14,040. Because of higher taxes­
$1,609-its after-tax. income would be 
$12,431, only 7 percent higher. Thus, 
the diminished value of the standard 
deduction and the exemption actually in­
creased the tax burden on this family 
from 10.7 percent of income to 11.5 per-
cent. 

Even if this family's income had risen 
by the rate of inflation, 12· percent, its 
after-tax purchasing power would have 
declined 3 percent · from 1973-'to 1974. 
The main point to 1·emember is that this 

---~= ~-- '~--

3-percent decline would be entirely due 
to the diminished value of exemptions 
and deductions in a period of inflation. 

Tax burdens have also increased par­
ticularly for lower- and middle-income 
taxpayers, because tax brackets are fixed 
in dollar terms rather than real terms. 
The result is that many taxpayers have 
moved into higher tax brackets, even 
though their real income remains the 
same. 

To conclude, these increases in the 
levels of the low-income allowance and 
the standard deduction are economically 
sound and would help restore equity to 
the tax system. We must remember that 
this is the only postwar recession, and 
we have had five others, in which taxes 
as a percent of total personal income 
have risen. So let us now take action to 
adjust these deduction levels to take ac­
count for the inflation of the last 2 years, 
which in turn w111 provide equitable relief 
to all low- and middle-income Ameri­
cans. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LONG. Mr. President, I would 
strongly urge the Senator from Minne­
sota not to press the amendment. I will 
explain why. 

I believe the Mondale amendment that 
was agreed to in the committee was a 
very good amendment, and I still think 
so. If we agree to this amendment as it 
is proposed here. when we go to confer­
ence with this, it would mean that what 
the House sent us on the standard de­
duction is locked in and is not subject 
to negotiation. 

For example, a logical compromise 
would be to tell the House conferees that 
we would consider accepting their ver­
sion, provided they would give -the tax­
payer the option to use the Mondale ap­
proach if that were more to the taxpay­
er's advantage, and that would increase 
the cost above the House or Senate fig­
w·e. That is a logical compromise. 

If we go to the House with this further 
modification of the original Mondale 
amendment, then the House will take the 
view that their part is ah·eady agreed 
to, and that this would cost an extra 
$3 billion in addition to all the other 
Senate cost increases. 

So there we would be. As a matter of 
fiscal responsibllity, they cannot accept 
any more of the Mondale amendment. 
That would then mean that we would 
just have the House bill without the good 
work done by the Senator from Minne­
sota in either respect. 

I would not want that to happen. 
I think what the Senator has done, 

particularly for the benefit of people with 
families, is a very fine and laudable con­
tribution to this b111. 

I hope the Senator would not press it 
because I am afraid he is likely to defeat 
his own purpose, or it might work out 
that way. 

Mr. MONDALE. I have the point of 
the distinguished ·:floor manager, · and I 
appreciate his comments .. 

I feel very, very strongly that the pres­
ent individual income tax stru~ture does 
not provide relief' in ~n effective way for 
taxpayers with famllies in the $6,000 to 
$18,000 or $20,000 bracket. 

I understand and clearly see what the 
distinguished floor manager is suggest­
ing here, namely, that it will be easier 
to hold the optional tax credit in the 
conference by perhaps acceding in the 
course of the negotiations to the provi­
sions of this amendment--which are al­
ready found in the House bill-if we 
leave it in the present form. 

I would like to have a few minutes to 
discuss this with my cosponsors before 
I go further. 

Mr. LONG. Mr. President, I suggest 
the absence of a quorum. I ask unani­
mous consent that I might suggest the 
absence of a quorum without it being 
charged against my time. 

The PRESIDING OFFICER. Quorum 
calls are not charged against the time 
of the Senators. 

The clerk will call the roll. 
The assistant legislative clerk pro­

ceeded to call the roll. 
Mr. MONDALE. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

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

Mr. MONDALE. Mr. President, I have 
talked with my cosponsors. my colleague 
from Minnesota <Mr. HUMPHREY) and 
my colleague from Connecticut (Mr. 
RIBICOFF). and they agree that with this 
realization and understanding it would 
probably be wise at this point to with­
draw the amendment, knowing that it 
would probably improve our chances of 
holding the $200 optional credit in con• 
ference. 

Mr. LONG. I believe that would be a 
wise thing. 

Mr. MONDALE. Mr. President, I with­
draw my amendment. 
- The PRESIDING OFFICER. The 
amendment is withdrawn. 

The Senator from Kansas. 
Mr. DOLE. Mr. Pl·esident, I call up 

lJl.Y amendment and ask for its immedi­
ate consideration. 
- The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk proceeded to read 
the amendment. 

Mr. DOLE: Mr. President, I ask unani­
mous consent that further reading of 
the amendment be dispensed with. 

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

The amendment is as follows: 
On page 87, between lines 13 and 14, in­

sert the following new se~tion: 
SEC. 304. ELECTION To SUBSTITUTE NET OP• 

ERATING LOSS CABRYSACK YEARS FOR 
. CARRYFORWARD YEARS~ 

(a) IN GENERAL.-8ubparagraph (E) of 
~ection 172 (b) (1) (relating to years to which 
net . operating loss may be carried) is 
amended to read as follows: 

"(E) (i) In lieu of any net operating loss 
carryover to which a taxpayer would other­
wise be entitled under this section, a tax­
payer zp.ay elect to carry back any net operat­
ing loss for a number of taxable years equal 
to the number of taxable years to which such 
loss could have been carried forward, and the 
carryback so elected shall be added to the 
number of taxable years for which the tax­
payer 1s otherwise entitled under this section 
to carry· back such net operating loss. Ex• 
cept as provided in section 381(c) (25)", and 
except as ·provided in paragraph (3) (E), an 
election under this subparagraph shall apply 
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not only with respect to such net operating 
loss but also to the taxable year of such loss. 

"(il) Unless he is c1escribec1 1n clause (Ul). 
a taxpayer may not elect to have the provi­
sions of clause (i) apply unless he establishes 
an employee stock ownership plan (as de­
scribed in subsection (g) ) • Th18 clause cloes 
not apply to any credit or refund attribut­
able to a net opera.tlng loss or losses ln· 
curred in taxable years ending after the date 
of the first such election made by the tax­
payer. 

"(iii) The provisions of clause (ii) do not 
apply to any taxpayer the sum of whose 
credits or refunds resulting from electing to 
have the provisions of section 172(b) (1) (E) 
apply to net operating losses Incurred in tax­
able years ending on or before the date of 
such first election does not exceed $10,000,-
000." 

(b) SPECIALRULES.-8ectlon 172(b) (3) (re• 
lating to special rules) is amended by strik­
ing out subparagraphs (E) and (F), and by 
jnsert.lng in lieu thereof the following: 

"(E) (i) An election made under paragraph 
(1)(E) may be revoked by the taxpayer at 
any time within 60 months after the close 
of the taxable year in which the election was 
made. If a taxpayer revokes such an election, 
the election may be revoked more than 60 
months after the close of the taxable year 
during which the election was made only 
with the consent of the Secretary or his dele­
gate. The taxpayer's liability for tax for all 
taxable years beginning with the earliest tax­
able year affected by the carryback of the net 
operating loss under election shall be redeter­
mined as if the election had never been made 
with respect to each taxable year in which 
the t axpayer has a net operating loss to which 
th e election applies, as of the end of the 
period within which the taxpayer could have 
carried forward such loss (without regard to 
t he amount of such loss) if the election had 
never been made. The amount of the tax­
payer's liabllity for tax for the taxable year 
in which the election is revoked shall be 
increased (as of the end of such taxable 
year) by an amount equal to the amount by 
which such redetermined liability with re­
spect to each such loss year exceeds the tax 
paid for all such taxable years with respect 
to each such loss year except that with re­
spect to each such loss year as to which 
such period ends after the year of revocation, 
the amount of the taxpayer's liability for 
tax for the last year in such period shall 
be increased (as of the end of such taxable 
year) by an amount equal to the amount 
by which such redetermined tax liability With 
respect to such loss year exceeds the tax 
paid for all such taxable years with respect 
to such loss year. An election revoked on or 
before the time for filing a return for a. tax­
able year (including any extensions thereof) 
is considered as made during that year. In 
redetermining the liability of a taxpayer for 
tax for preceding taxable years under this 
clause, the amount of such liability shall be 
reduced by an amount equal to the amount 
transferred (or treated as transferred) by 
the taxpayer to an employee stock owner­
ship plan described in section 301 (d) of the 
Tax Reduction Act of 1975 or to a supple­
mental unemployment compensation benefit 
plan described in such section in meeting 
the requirements of subsection (b) (1) (E) 
of this section. If the taxpayer was not re­
quired to transfer any amounts to such a 
plan under subsection (b) (1) (E) beca-use of 
the provisions of clause (Ui) thereof, the 
preceding sentence does not apply. 

"'(ii) An election under paragraph (1) (E), 
and a. revocation of such election under this 
subparagraph, shall be made in such manner 
and at such times as the Secretary or his 
delegate may by regulations prescribe. No 
election may be made under paragraph ( 1) 
{E) by any taxpayer described In subpara-

graph (F) or (G) of paragraph (1). No elec­
tion may be made under paragraph (1) (E) 
wlth respect to any foreign expropriation 
loss to which paragraph (1) (D) applies. 

.. (Ul) It an election made by the taxpayer 
under subsection (b) (1) (E) with respect 
to a net opera.ting loss incurred in any tax­
able year is revoked by the taxpayer, he may 
not make another election under that sub­
section with respect to that year. If a tax­
payer has revoked an election made under 
subsection (b) (1) (E) with respect to a net 
operating loss incurred in any taxable year, 
and such taxpayer makes an election under 
such subsection with respect to a net oper­
ating loss incurred in a later taxable year, 
no part of the net operating loss for the 
taxable year wtih respect to which the elec­
tion was revoked may be carried over to any 
taxable year beginning after the taxable year 
in which the second or other subsequent 
election under subsection (b) (1) (E) 1s 
made.". 

(c) CARRYOVERS IN CERTAIN CORPORATE Ac­
QUISITIONS.-8ection 381 (c) (relating to 
items in the case of certain corporate ac­
quisitions) is amended by adding at the end 
thereof the following new paragraph: 

"(25) TREATMENT OF NET OPERATING LOSSES 
WHERE TO SUBSTITUTE CARRYBACKS FOR CARRY• 
OVERS HAS BEEN MADE.-The acquiring COr• 
poration shall be bound by an election made 
by the distributor or transferor corporation 
under section 172(b) (1) (E) unless different 
rules with respect to the years to which a 
net operating loss may be carried apply 
among the group consisting of the distributor 
or transferor corporations and the acquir.lng 
corporation, in which case the acquiring 
corporation shall use the carryback and car­
ry-forward period prescribed by regulations 
of the Secretary or his delegate, and the rules 
of section 172(b) (3) (E) (i) shall apply to the 
extent required by such regulations." 

(d) CONFORMING AMENDMENTS.-
(1) Clause (ii) of section 172(b) (1) (A) is 

amended by striking out "In the case" and 
inserting in lieu thereof "Except as provided 
in subparagraph (E), in the case". 

(2) Paragraph (3) of section 172(b) is 
amended by inserting " (and so much of para­
graph (1} (E) as relates to paragraph (1) (A) 
(il} )" after "(1) (A) (ii)" each place it ap­
pears. 

(e) TECHNICAL AMENDMENTS.-
(1) Section 6654(f) is amended to read as 

follows: 
"(f) TAX COl\iPUTED AFTER APPLICATION OF 

CREDITS AGAINST TAX.-For purposes of SUb• 
sections (b) and (d) the term 'tax' means­

"(1) the sum of-
"(A) the tax imposed by this chapter 1 

(other than by section 56), plus 
"(B) the tax imposed by chapter 2, minus 

"(2) the sum of-
"(A) the credits against tax allowed by 

part IV of subchapter A of chapter 1, other 
than the credit against tax provided by sec­
tion 31 (relating to tax withheld on wages), 
plus 

"(B) any increase in liability for tax de­
termined tmder section 172(b) (3) (E) (re­
lating to revocation of special carryback elec­
tion)." 

(2) Section 6655(e) (1) (B) is amended­
(A) by striking out "and" at the end of 

clause (ii), 
(B) by striking out the period at the end 

of clause (iii) and insertiug in lieu thereof a 
comma and "and", and 

(C) by adding at the end thereof the fol­
lowiug new clause: 

"(iv) any increase in liability tax deter­
mined under section 172(b) (3) (E) (relating 
to revocation of special carryback election)." 

(f) EFFECTIVE DATE.-
( 1) IN GENERAL.-The amendments made 

by this section shall apply to net operating 
losses for taxa.ble years ending aft er January 
1, 1970. 

(2) TRANSITIONAL BULES.-lf an election !s 
made under section 172(b) (1) (E) of the In· 
terna.l Revenue Code of 1954 with respect to 
any net opera.tlng loss in a taxable yea.r end­
ing before the dat.e of the enac:tment of this 
Act-

(A) in the case of a deficiency for any tax­
able year attributable to the application of 
such net operating loss, section 6501(h) of 
such Code shall be applied as if such loss 
were for the taxpayer's first taxable year end.· 
ing after such date of enactment. 

(B) in the oase of an overpayment for 
any ta.xable year attributable to the appl1· 
cation of such net operating loss, sections 
6511(d)(2) and 6611(f)(1) of such Code 
shall be applied as if such loss were for the 
taxpayer's first taxable year ending after 
such date of enactment, and 

(C) the period for submitting an appli­
cation for a tentative carryback adjustment 
under section 6411(a) of such Code with re­
spect to such net opera.tlng loss shall not 
expire before the day which is 90 days after 
such date of enactment. 

(g) PLAN REQUIREMENTS FOR TAXPAYERS 
ELECTING SUBSTITUTION OF LOSS CARRYBACK 
YEARS FOR Loss CARRYFORWARD YEARS.-In 
order to moot the requirements of this sub· 
section-

( 1) A corporation (hereine.fter referred to 
as the "employer") must establish an em­
ployee stock ownership plan (described in 
paragraph (2)) which is funded by trans­
fers of employer securities in accordance with 
the provisions of pa.ra.gra.ph (5) and which 
meets all other requirementa of this sub· 
section. 

(2) The plan referred to in paragraph (1) 
must be an individual account plan est&b· 
lished in writing which-

( A) is a. stock bonus pLan, a st-ock bonus 
and money purchase pension plan, or a. 
profit-sharing plan, 

(B) is designed to invest primarily in em­
ployer securities, and. 

(C) meets such other requirements (simi· 
lar to requirements applicable to employee 
stock ownership plans as defined in section 
4975(e) (7) of the Internal Revenue Code of 
1954) as the Secretary of the Treasury or 
his delegate may prescribe. 

( 3) The plan must provide for the alloca­
tion of all employer securities transferred 
to it or purchased by it (because of the 
application of the provisions of section 
46(a) (1) (E) of the Internal Revenue Code 
of 1954, or the requirements of section 
172(b) (1) (E) of such Code) to the account 
of each participant at the close of each plan 
year in an amount which bears substantially 
the same proportion to the amount of all 
such securities allocated to all participants 
1n the plan for that plan year as the amount 
of compensation paid to such participant 
(disregarding any compensation in excess 
of the first $100,000 per year) bears to the 
compensation paid to all such participants 
during that year (disregarding any com­
pensation in excess of the first $100,000 with 
respect to any participant). Notwithstanding 
the first sentence of ·this paragraph, the 
allocation to participant's accounts may be 
extended for such additional period or 
periods as may be necessary to comply with 
the requirements of section 415 of the 
Internal Revenue Code of 1954. 

(4) The plan must . provide that each 
participant is entitled to direct the plan 
as to the manner in which any employer 
securities allocated to the account of the 
participant are to be voted. 

(5) On making a claim for credit, adjust­
ment, or refund under section 38 of the In­
ternal Revenue Code of 1954, or under sec­
tion 172 of such Code (if applicable) • the 
employer states in such claim that it agrees, 
as a condition of receiving any such credit, 
adjustment, or refund, to transfer (not less 
rapidly than rat able over 10 years) employer 



secum.tlea to 1lha. p~aa. »vmc an.. aggregate 
valwt at. tlle tlma of the claim of.., 1lhe e.ase 
o! a». emploJel! Jlllak1.D& an electJon under 
sec.tkln l'Z2(.b,l(-l);(.Jil,) sue CQde,. at least 
251 pereent. ef tlUt tata} t , at the nfumi 
or credit of any overpayment of tax cla1med 
by~ employ~ its fils.t, cal'l');back adjust-
me.o.t. appUea. er !OJ: :reJ!un pmt• 
aulUI'l s electifm. cue. an 
em er w~ eb 13.,19JZ5, matntam.ed 
a. upple ;ta.ey; un compensa­
tion benefi~ fQ~ 1 employee& which 
meet& the nqmremen:ts of section 5Ql ( e ~ (17) 

sue CCocle, 1lhe :r nflremeDts ol such sub-
~ llbsl.Jl k tx:ea a.s_ s t1s1ied! t:f the 

la,;e: transfers no e than hatr o! the 
am,QUnt, req,ui.redl under such subparagra.J')l:l 
ta: aueh su:pplemen~ unemployment. c_om-
pensatlon benefit. plan.. For p CJSes. of' m:eet,. 
~ the req ements Ci>f t paragraph, a 
tJ:ana cash shaD be treated as. a tl'ans!e!' 

lo,u securitlesl if the cash is, under 
tbe p1 , 't purchase emproyer seeu-
rilliles. 

(6) Notwithstanding any; other provision 
raw to the coni:l!ary, If the- plan does not 

med the. requirements of section 401 ef the 
Intem.ali Revenue ~ode of' 1954--

f.A~ atock tr ns!'ene.d under parag:raph (5) 
and distl'lbuted to participants, to the ex-­
tel!lt that 11: Is considered income- under- the 

:lental· Revenue Code o111954, shall be taxed 
acco:rdance with the provisionS' of section 

'72' tbereef (treating the partlieipan1r as: hav-
1ntr a basis: of zero in the contraet) rather 
tban under section 83' o-r such Code, 

(B} no amount shall be allocated to any 
participant in excess of the amount which 
might be allCllcated if the plan met the re­
quirements of' section 401 of such Code, and 

(C} the plan must meet the requirements 
ef seettons 4IO and 415 of such Code. 

(7) It th.,. am'OUnt of' the- credit deter­
mined under section 46(a) (1) (D}, of the In­
ternal Beven'Ue Code o1 t95-t, or the amount 
of the ad!ustment or refund resulting from 
th.,. carryback of the net operating ross under 
the: ele-ction made under sectl.on 172 (b) ( 1) 
(El of such Cod'e... ts recaptured in accord­
ance- with the provisfons of such Code. the 
amounts transferred to the plan under this 
subsection and allocated under the plan shall 
remain tn the plan or in participant ac­
counts, as the case may be, and continue to 
be allocated in accordance with the original 
pia.n agreement. 

(.8) For purposes. o! this subsection, the 
term-

(Al Hemploy~ securities" means common 
stock issued by the employer or its affiliate 
with voting power and dividend rights no 
less. favorable, than. the votLng power and 
dividend rights.. of other common stock is-
ued by; the employer or its atnliate. or secu­

rttiea Isaued by the employer or its affiliate 
cmave-rtible Lnto such stock, and 

(R) "value" mea.ns the average of closing 
p.rices of the. employer's securities, as re­
ported b~ a natioDJal exchange on which 
secut.:ltles are. listed, for the 20 consecutive 
trading days immediately preceding the date 
ot. transfer or allocation of such securities. 

(!J) 'Ihe. Secretary of the Treasury or hla 
delegate shall prescribe such regulations and 
require such reports as may be necessary to 
carry out the provisions. o.f this subsection. 

(10) If, at any time within 120 months 
following the. date. on which the plan is 
established under this subsection the em­
ployer fails to meet-any requirement imposed 
under this subsection or under any oblig18.­
tlon undertaken to comply with the require­
ment of' this subsection, he is liable to the 
United States f{)r a civil- penalty of an 
anwunt, equal to. the amount. involved in 
such !allure. The preceding sentence shall 
not spply 1! the. taxpayer corrects such fail­
ure (.as determined by, the Secretary o! the 
Treasury or hiS delegate J within 90 days 
aftm· it occurs. The amount involved shall 
uot exceed the amount of the credit or 

J.!e!unc:l or a ~ 1md sb IICI.t be tess 
1ihan one-half. of 1!. perce Cl:t the. &mciR.llJ.t 
SJ Jft8QD ll!r reqa1rwd tc transtn· to ne 
pla.Jl descrillled In tiXfa ae::tt.IDn clmfnft web 
10...- penar:r. 'Die oJ auch penalty 

be eoliec:te.d by the Slc!re.tary ftle 
TreasUJIY' &ndl the . w!l.lch a de-
:lletene~ 1n the_ pa.~l' a · income 
1!BJl ma.y be. collect.ea. 

( 15) Notwithstanding Ji prA o of the 
InternaL Rev.enue co of 19M to the- c:m1-
trary rro ductlon shall e alilow: 
sectiEmS 162, 212, or of 15\1\'.h code· :rar 
amoun.ts tl:al:lsfened to an: employee· stiock 
ewnership p~n. 0r a supplementaryt unem­
pl~yment. compensation benefit plan. and 
ta.ken into. ac:count under this subseeti~n. 

Mr. DOLE. Mr. President._ the energy 
crisis and the deepeni.ng recession: have 
plac.e.d oome- U.S. oompanies in desperate 
:fina:nci:a1 condition. requiring extensive 
layoffs because of severe cash shortages 
and inability to borrow. Particularly af­
fected a:re some automobile, shoe~ and. 
electronics manufacturers. airlines- and 
airline suppliers, and others. These- com­
panies have experienced unusually large 
losses afte1· eat·lier periods of substantial 
fully taxed profits. The- existing unduly 
sho ·t-loss carryback period-a years­
prevents such companies from recoveTing 
the tax overpayments that result from 
properly averaging losses and p ofits. so 
that they pay only on true net profitsr 

An extended net operating- loss: carry­
back period is desperately needed to pro-
1rlde these companies with a quick infu­
sion of cash to enable them to, rehire 
workers and resume full operation. The 
companies most needing assistance will 
obtain it at once from such a change and 
will immediately put such funds into 
circulation to stimulate the economy. 

REVITALIZING THE ECONOMY 

Mr. President, the Ways and Means 
Committee panels of distinguished econ­
omists-January 27-30, 1975-unani­
mously agreed that loss. carryback relief 
would be extremely effective to combat 
the recession. It will help companies 
most needing it by refunding taxes pre­
viously paid which they should recover. 
Carrybacks provide immediate cash, 
representing overpaid taxes, not tax for­
giveness, since income cannot fairly be 
determined on a year-by-year· basis but 
should be averaged. The effect, however, 
is much the same as the tax relief pro­
posed for low income individuals:-an 
immediate infusion of new purchasing in 
the economy with strong stimulative re­
sults. Workers. will be rehired; new ma­
terials, components, and machines wlll 
be m·dered. There is a striking parallel 
in the basic equity of providing tax relief 
to low income individuals and to com­
panies which have suffered catastrophic 
losses from the energy crisis and the re­
cession. Both need the help and both will 
respond to the relief by increased pur­
chasing of goods and services, therebJ' 
helping to revitalize the economy. 

The Internal Revenue Code already 
contains a long list of extended carry­
back and carryover periods for particu­
lar industries or circumstances.,. demon­
strating the inadequacy of the existing 
general rules in many eases. 

Any revenue' loss from such a proposal 
is, for the most part, temporary only. If 
additional carryback years are allowed 
only as a substitute for existing carry-

forward Yeal'S; tlie revenue- loss wm be 
x:ec.overed fD future. years. to the extent 
the carcy!orwud.s. wo'LI.Ili ha..ve been used 
rmder extsuna law. KQs~ c0mpanies will 

losses: a.a ~ uds;- ~will 
to the be1:l:etis' of the ea:rry-

~ nis 0 new interests. Additional 
mrrybaekS al'e' pref'erabie, however, par­
ficula:rly under- cm:rent economic condi­
tions, beeause they provide an immediate 
infusion of cash to the. c.om.pa.nles need­
ing it most.. Tbey Q.o so while at the 
same Ume. red'll!Cillg the \ax. shelte:rr-proh­
lem of tramckimg: ill loss: eauyforwards'. 

Further,. the proposal would have 
widespread applieatfon-'tio small busi­
ness-which has- long- sought an in­
creased loss carzyback period-as wen as 
large, to individuals engaged 1n business 
as well as corporations. Representatives 
of sman businesS' testified 1n favor of 
such a proposal befo.re the Sel!late Fi-
na Committee on Mareh 10, 1975. 

PROPOSED' CRANGl!l 

It is proposed' tl'lat all taxpayers be 
allowed to elect tO< substitute their car­
ryforward years under existing law as ad­
ditional carey back years for losses occur­
Eing in the 1970-75 period. Thus any tax­
paye:r-a corporation or an individual­
could, with respeet- to losses in taxable 
years beginning an or after .January 1, 
1970, and ending on o.r before December 
31, 1975, eie.ct an 8-year carryback peri­
od and no carryforward period instead 
of 3 back and 5 forward under present 
law. A regulated transportation com­
pany entitled to 3 back and 7 forward 
under existing law could elect to carry 
such losseS back 10 years-with no carry­
forwards. No increase in the total carry­
over period would occur. 

The election would be allowed only if 
the taxpayer's loss for any such year 
ex.ceeds 200 percent of average income 
for the preceding 4 years. This will re­
strict the election to unusually large 
losses-in general~ to taxpayers which 
could not use the loss carrybacks within 
the normal 3-year carryback period. 

The amendment 1 offer would allow 
this treatment for losses in the years 
1970 through 1975, the period most di­
rectly affected by the earlier- 1970-71 
recession, the energy crisis, and the cur­
rent deeper recession. Allowance of the 
treatment for these years will p1·ovide 
the desperately needed help fe1· those 
particular industries previously men­
tioned which have suffered unusually 
large losses. It iS necessary to allow the 
treatment for 1970 and later years to deal 
fairly with the adverse effects- on par­
ticular U.S. industries which are now 
at their worst. 

EMPLOYEE STOCK OWNERSHIP PROGRA~~ 

The proposal wourd insure that em­
ployees of larger companies benefitting, 
as well as the companies themselves, 
would share to a st:lbstantfal degree in 
the relie!r rn general,. listed companies 
which take. advantage of the mew aver­
aging provision. auld be req ired to con­
tribute 25 percent of the tax refund 
obtained from the extended carryback 
over a period of 111 years in value o:r 
cnmmon stock at the- c~·a.tlon t& an 
employee .sto.ck owne.I:Ship, 111~ o~. m 
some cases in part, to a supplemental 
unemployment benefits plan. The contri-
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but!ons of company stock would be I am informed that, based on the pro- The agreement to turn over 25 percent 
limited so as not to dilute the existing spective application of this provision, if of the refund in the form of stock 1s the 
equity of the company by more than enacted, the John Swenson Granite Co., result of the efforts of the distinguished 
15 percent; this recognizes the problems 1n Concord, N.H., for example, would re- chairman of the Committee on Finance, 
of companies with very large losses and ceive an anticipated refund of some and it is given to the employees as a pre-
harply depressed stock prices. $800,000. Amel1can Girl Fashions, Inc., condition to the application of this 

Employees will, of course, derive fur- of Ware, Mass., a women's shoe producer, amendment. In other words, if the agree­
ther benefit from the carryback pro- would receive an anticipated refund of ment is not made to turn over the stock, 
posal since the cash infusions will assist about $3 million. then there is no benefit from this amend-
employers in maintaining or increasing A textile company in a Southern State, ment to that employer. 
existing employment levels. if this amendment is adopted, would re- In short, and in conclusion, this 

REVENUE EFFECT ceive an anticipated refund of about amendment applies to all taxpayers, in-
As previously indicated, in evaluating $2.5 million. dividuals, and corporations of any size. 

the revenue loss effect, it is essential to Another shoe company in Massachu- They will not be permitted to use any 
take into account the fact that the allow- setts would receive an anticipated 1·e- more years for averaging their losses 
ance of losses by way of extended carry- fund of about $25,000, and a granite than the law now provides. They will be 
backs is offset by the revenue loss which fabricator in Brooklyn, N.Y., would re- required to repay any tax benefit if they 
would have resulted in the future from ceive an anticipated refund of about later revoke the extended carryback 
deduction of such losses as carryforwards. $35,000. election. 
Present law is sufficiently flexible to For what will these funds be used? Finally, millions of employees will be 
allow a taxpayer with loss carryforwards They will be used for payroll and sup- getting a cost-free stake in their own 
either to use them itself or at the very plies, working capital, new equipment, companies. 
least to sell much of the benefit of such and the like. Mr. President, earlier today, we had 
losses, in which case they cause a revenue Mr. President, the Joint Committee on an amendment similar in scope but per-
loss. Internal Revenue and Taxation has esti- haps somewhat stricter in application, 

In other words, to the extent that more mated that of the $1 billion which would applying to just one corporation-apply­
effective use of carrybacks is possible, be refunded under tllis proposal, approx- ing to Chrysler Corp. It was the inten­
carryforwards are eliminated. If such imately $750,000 would go to about 200 tion, or at least the thought, of the Sen­
carryforwards would have been used in to 300 individuals owning corporations a tor from Kansas at that time to add this 
any event, whether as a result of trans- of all sizes. I say that again to demon- amendment as a substitute. After some 
actions with new interests or otherwise, strate and to underscore and to empha- thought and some consultation, it was 
the revenue loss is limited to the effect of size this is not a bailout amendment for agreed that perhaps it might be best to 
simply allowing the losses at an earlier Lockheed. It is not a bailout amendment see what happens so far as Chrysler 
time. In that event, the only real revenue for Pan American. It is an amendment Corp. is concerned. When the tax rebate 
effect is an interest factor. that applies right across the board to all package left the Committee on Finance, 

The importance of the amendment to enterprises. It applies to the entire busi- it included the Chrysler Corp. amend-
a company now is the immediate avail- ness sector. ment, which was adopted, and a motion 
ability of the cash to help it through It would apply, for example, to farm- to table failed by a vote of 53 to 43. 
its current cash shortage which has been ers, businessmen, housing contractors, It also contained the provision that I 
caused by the recession-1970-71 and and manufacturers who have been hard 
1971-75-and the energy crisis of 1973, hit by cheap foreign imports, and to have now discussed-not just Pan Am, 
up to the present time. practically anyone who has suffered ex- not just Lockheed, but some 200 to 300 

Mr. President, having said that and traordinary losses during these illfiation- corporations and individuals. It seems to 
having made that formal statement, I ary times. this Senator that in fairness and equity, 
think it may be obvious to some that This amendment will not provide these if we said less than 2% hours ago that 
this amendment is almost identical to taxpayers with any windfall. They will we are willing to give Chrysler Corp., 
the amendment adopted by the commit- be getting back their own tax dollars in this amendment that this Senator 
tee on Finance; and at the time, it was which they have previously paid to the voted for, some benefit of averaging and 
called the Pan Am-Chrysler-Lockheed Government. canyback and carryforward, this 
amendment. I wish to clarify, if at all As I said earlier in my ~tatement, most amendment has even greater merit and 
possible, that this amendment is not businessmen are now permitted an 8- greater appeal. Because under this 
strictly for big business. So far as this year period in which to carry losses back amendment, there will be a requirement 
Senator knows, there is no Chrysler or and forward. Under present law, it is a 3- of the ESOP or stock ownership plan, of 
Lockheed or Pam Am interest in the year back and a 5-year forward formula. 25 percent, going back to the employees 
State of Kansas. This amendment simply permits the av- at no cost to the employees at all. 

I wish to set the record straight and erat;e taxpayer to elect a loss averaging I believe that, despite what it may be 
assure Senators that this amendment, period for 8 years back and zero for-
which is virtually identical to that ward. If they later wish to switch back called by the press and advertised as 
adopted by the committee, would apply to the general rule of carrybacks and by some, it does have great merit and 
to any taxpayer, including individuals, carryforwards, they will have to pay back it will be of benefit. I certainly hope that 
small businesses, as well as large corpo- to the Treasury the tax benefit they de- it will be adopted-if not accepted by 
rations. rived under this amendment. the chairman, adopted by the Senate. 

I have some information with respect Finally, if there is any something-for- Mr. President, I ask unanimous con-
to a number of small companies. I under- nothing element in this amendment, it sent to have printed in the RECORD car­
stand that there are 500 footwear com- is for the millions of individual employ- tain material relating to this amend­
panies in this country that belong to the ees of corporations who wlll be getting, ment. 
American Footwear Industry Associa- at no cost to them, stock of the employer There being no objection, the mate­
tion, and about 200 of these corporations equal to 25 percent of the refund received rial was ordered to be printed in the 
would be helped by this amendment. by the corporations. RECORD, as follows: 

PROFILES OF SELECTED SMALL COMPANIES WHICH WOULD BENEFIT FROM THE ENACTMENT OF SEC. 304 OF H.R. 2166 

(The net operating loss carryback provision of the tax reduction bill] 

Name Location Business Number of employees 

1. John ~wens!ln Gran_ite Co ________________ Concord, N.H _________________ Granite quarrier and fabricator__ 170 in 1970 20 today 
~· ~~e~1c~~ G1rb Fash10ns, Inc ______________ Ware, ~ass _____________ ,.. ____ Women's shoe producer_ _____ __ 2,000 in 19G6, 200 tod-ay_~~~~~~~ 
4: Jo:~~~ we~~s ~-sons-inc ________________ ~~~;~~· 11 • ~~s _________ _______ G ___ ~oTti-.----- - ------ ------ no in 1966, 100 today ________ _ 
5. A textile company (name-avaiiiiiiieiii:iiiii - A soutg~rn State-:_-_-_-_-::_-_-_-_-_-_-_- r:::::~e m~n~!~0t!re_r ___________ g20octo0~1 anyl_9_6_8 ___ 5_o_o_o __ t_o_d_a_y ______ _ 

request). ----------- • • • ----- --

Anticipated 
refund Anticipated use of funds 

$800, 000 Payroll and supplies. 
3, 000, 000 Working capital. 

25, 000 Payroll and supplies. 
35, 000 New equipment. 

2, 5CO, 000 Equipment and supplies. 

Note: These corporations are representative of the type of small company which would benefit from the enactment of sec. 304. A more detailed description of each is attached. 
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MARCH 19, 1975. 
JOSEPH WEISS & SONS, INC • ., BROOKtOYN, N.Y. 
Re: H.R. 2166. §SM. 

FR'O?. AN EXTENSION OF 'l!BE NET OPEKATIN 
LOSS. CAB:aYDAc;:E PERIOD 

Joseph. Weis . &, Sons, Inc:. is a small owner 
operated. New York granite a.n4 marble fabri­
cator which was founded.m 1952.1n Brooklyn. 
The company made moderate profits for the 
first twenty years of- its existence and paid 
substantial amounts 1n federa.llncome taxes. 

Since 19'73, however, this company has 
tnc.urred luge J:c1sses, which ha.ve. d.ep~ted ita 

orklng capital!. Under existing law it is not­
able 'tal Ca.l.'l"!' these current losses b ck fu 
enough to fullyr offset them against previous. 
profits. It section 3.0'4 of ELR. 216'6 Is en­
acted, llowever, It will be permitted to carry 
its losses back an additional five yea.T'I!I, 
there y p ovidlng it with an immediate- M-

d In e nelgb:l)orhood of t36.00(L. 
The funds received will be used by 

eompa.ny to replenish its working capital and 
to. p.1:ovide far new equipment. 

a1 75 
A .\N Gnu.. Fhsma S. • fll'oR:IIliERLr 

CoNSOLIDATED N~ N..U. SlmE Co:ruo.), .. WDllla: 

Re: H.R. 2166,. § 3 1L 
1'R'OFII:JI: 01' & COMY&mY wm.c.K o:tiLn BEl'IEFI'll 

FROM liN lllXTENSICDII' EW Tl'Ill NlB'1' OPEI1A'DN4 
LOSS CAllRYBAC:& PEJUOD' 

Among the com ~ w. d beneft1t 
from. an extenslOlll of. the net. open.ting los& 
carryback period would be. American GIJ!l: 
Fashtons, Inc., a rarge employer 1n Massa.­
ehusetts, Maine and New Hampshire'. 

AJne.J:ica.n Girt Fashions, lbe. WBS origi­
nally founded 1n l..ynn. Massach.llsett& 1n 1917 
as a women's shoe manufa.ct.urer. Ovet: the­
years it expanded its operations. until in 1968. 
it wa'S' a large pubUcl'y held company, witll 
numerous factories· and over 2,000 empfoyees. 

In. 1969 it bega.nt ta su1l'er losses-,, howev.el'., 
and has recently been forced to tue- a. peti­
tion. lmder Cha-pter 11 of the: Banklruptc~ 
Laws 1n order to permit it to reorga.nlze its 
a:lfalrs. Most of its plants llave been closed. 
Einf)l0yment lia-s decllned from over 2,000 In 
II to approximately 200 at the pre.sen1l 
iiJ::ne. 

ll!nder existing law" American Girl is not 
able to offset its recent substantial lasses 
($12 m111ion 1n the past five years) with 
previous profits; If § 304 of H.R. 2166 18 
enacted permitting corpomtlons to carry 
their losses back. f~r an additional five- year 
period, howe.'lel!, American Girl would receive 
an tmmediate refund 1n the neighborhood 
of four mlllton d()J:I11.r8' from taxes previously 
paid'. These funds would be promptly put 
toJ use; for the pu:rchas.e. ot a.ddiltilDnai nmte.­
rlals: and. paYl'OU. and! waul ter1ally ist 
in the reco,vecy Qf_ this substan.tla.l Ne.w 
England employm.· and taxpayer. 

MARCH 19, 1975. 
A S0UTHERN TExTILE MANuFACTURER 

Re: H.R. 2166, § 304. 
PJ.WPtLE (!)J!' A eOMPl\NY WHICH WO'ULlJ BENEFIT 

J1R AN EXTENSI OF 'nUT NE'l' OPERATING 

LOSS CARRYBACK 

Among the companies which would benefit 
from legislation extending the period for 
carrying back net operating losses is a. south­
ern textile manufacturer tname a.va.tlable 
upon request). This compa.n.y made a profit 
in eve year f:J;om.. 191!1 to 1968, and 1n the 
~ioo from 1941 to the present, it has paid 
66 million dollars ln. tneome taxes. 

In 1969, 1t. beg~~D su:ft' }k)sses. at first 
because O'f fni!em~e- port eompeUtion·, and' 
later be.ca..use: ~the recession.. .As a. result. It 
has been forced to close a substantial portion 
Qf. its pla.uts.. Sinc.e this. c~ is. one. ot 

th~ largest employers 1n its state. the result­
ing layoff of 41i percent of its labor force 
(approximately 4,000 employees) has had a. 
signifi.ct.nt effect upon the sta1le'& economy-. 

The recent losses ha"\te.a.lso had a lsastro 
:t. on the. company's. stockhol! ra N 

dividends h :ve been. paltlsin-ce 1968, and the 
market. price of the- compa.ny's- stock has 
declined by 84 percent. since 1966. 

Tile company has suffered cumulative tax. 
losses in the. past four years of 20 million 
dollars, and under existing law it i1f unable 
to fully offset thea& losses against prevto\18' 
profits. It section 304 of H.R. 2166 is enaetec:t 
permitting corporations to carry loss.es be.ck 
for five a.ddltlonal years, the company will 
obtain an immediate refund of apJll'oximately 
2.5 mllllon. dollars from taxes paid dw·ing. 
earlier periods. These. funds will be used to 
replenish Da.dlY depleted working capital so 
that more supplies can be purch-ased an<f 
more employees put back to work. 

MARcH 19, 1975 •. 
BERNIE SHOE" Co., HAVERHILL, MAss. 

Re: H.R. 2166, §,304. 
PROFILE OF .& atoM.P.&NY WHICH WO.~ BENEI'n 

FROM AN EXTENSIQN. OF THE NET ~A'l:ING: 
LOSS CAREY'B"ACK PEKIOD 

The Bernie Shoe company 1s a. small owner 
opera-ted Massachusetts slioe mauufacturer 
which< was foull'ded ln 1948 In Ba.verhtll', 
.lVJ.lllo:>liNI~;usetts~ Over the years it grew and 
})ltospered, ea.rmng profits and' paying federal 
men • taxes. By 1..!66 it. employed nearly 1'70> 

orkers and its sales had 1l1sen. to a.ver $1.3 
m1lJ.1Qn 

Since. 1970. ha.wever. it has incurred !asses. 
which, although not large by btg- company 
stan<fal'd,s, are substant19.1 for it. In neent 
years it has cut back its operation in pa.r'­
because of the. laclt of worktng capitta.l~ At 
the present time. it has only about lQQ. 
employees. a. deerease. of 40- percent smce. 
1966. 

Under exJsting law Bernie Shoe Company 
fs not abie to carry its present losses back far 
enough to fully mateh them up With earlie! 
profits, and accordingly, it has net opel'­
a.tmg losses which it. is not able. til e-. How­
ever, if legJslation is ena.ct.ed permitting cor­
pomtions to carry their losses back an addi­
tional fi'le years., Bernie Shoe Company will 
ofrset its current losses against earner profits. 
and will receive an immediate refund 1n the 
neighborhood of $25,000. The fundi!· received 
by, this small company will be promptly p v 
ta use. tor the. purchase. ot addltianal ma­
ter Is and to meet payrolL 

MAlr.cR. 1.9, 197.5.. 

JQHN SwENsoN GRANrrE Co., CONCORD,. N-.lL 
l'lt0FILIIl OF .& COMPANY WHICH WOULD J!JBIOl-

FIT J!RO AN BX!l:ENSION OJ' THE NET OPEB• 

ATING LOSS CARBYBA.CK: 

Among the eompanies which would· bene..­
fit from legislation. extendiJJ.g the period for. 
carryfng back net. operating losses is the 
John Swenson Granite Company. Thfs com­
pany was founded In 1883 and has been an 
important source of economic activity in the 
Cb:nco.rd.. Ne.w Hampshire area.. for nearly 90 
years. Th company quarrtes an processes. 
gra.nit.e lnto mon.uments. curbing and. huild­
ing stone. 

The John Swenson Granite. Company had 
a. very profitable experience from tU; found­
ing in 1883 until the. late L960's. SiD.ce that 
time it has su1fered substantial losses and at 
present has a large cumulative net operating 
loss, which under existing legislation, it lS 
not able to o1fset against profits made 1n 
etn•lier years. If section 304 of H.R. 2166 1s 
enacted, however; permitting corporations to 
carry their losses: back an additional five 
years, the. .John Swenson Granite- C.otl\l,pany 
will' receive- an immediate- refund ln the­
neighborhood of $8QQJ)004 These. fundS will 
replenish badly depleted working capital en­
aollng the company to ~u.rchase additional 

supplies and reemploy some. of its laid-oft' 
workers. 

. LONG. Mr. President, the Senator 
from Louisiana voted fmr the. amendment 
in the. cmnmittee and balmltl¥ .. li h011est}lr 
think that the amen · ett:t: has: more 
merit than so of the ~ :pro.visions 
in the bill~ For example, there: · a provi-

in the HOllS~JlUsed bill,. that 
doubles the a of favorable tax 
treatment for sma btlsiness: so that 
the surtax exem ,tion raised from 
$25,000 to $50,000. While that is 
a desirable item, I really thUlk that it 
would not do so much to. help the ailing 
economy as w:oold the Senator•i amend­
ment which would.prevent some of these 
major companies., which a.~:e having to 
lay o:ff a great nu.mbe.r of their people.­
from going out of business or from hav­
ing to bring to an end for example, to the. 
reba.te seheme which is helping to move 
the automobiles. out of inventory, and 
matters. of that sort. I really think. that 
with two items of about equal cost~ it 
would be better to help those wbo are 
having a difficult time, even thougll the:v 
b:a.ve paid a great deal of taxe£. to this 
country in. yeru.·s gone ~ •. b.:J a. tax-aver­
aging arraJJ.gement, than it would be to 
provide a. further tax cui to somebody 
who. did not expeet. it and will be sur­
pl'ised to. firul that. he got i~ merely be­
cause we dffilbled the taJr. exemption~ fo.r 
example. Looking at priorities,. I am in­
clined to feel there is. great merit to the 
Senator's suggestion and, I am inclined 
to vote for it. I do not. believe we are un~ 
der time control. 

Mr. President.- I ask for the yees and 
nays on the Dole amendment. 

The PRESIDING OFFICER. Is there 
a sufilcient second 'l 

There is a sumcient. second. 
The yeas and nays were ordered. 
Mr. DOLE. Ml:. President, the. Senator 

from Kansas 1& willing. to proceed with­
out the yeas and nays. 

Mr. LONG. I think that. thel'e should 
be a rollcall v.ote on it ... Mr. Pl'esident. 
That is why I asked for the yeas· and 
nays. 

The PRESIDING OFFICER. The yeas 
and nays have been ordered. The cle1·k 
will call the roll. 

'llle legislative cle1·k. called the roll. 
Mr. ROBERT C. BYBn. I announce 

that the Senator fltom Missouri <Mr. 
SYMING'EON) is necessarily absent. 

Mr: GRIFFIN. I annCillmee tihat, the 
Senator- from Nevada <Mr. ~:II) .. the 
Senator from Oregon <Mr. PACKw:oan>, 
and the Senator from Alaska <Mr. 
S'IEvENs> are neeessarily absent. 

I further announce that the' Senator 
from Ohio (Mr. TAn} is; abs.ent duet 
illne5s. 

I further announce that, 1f present 
and voting .. the Senatm· from Ohio <Mr. 
TAFT) would vote "nay." 

The result was announced-yeas 24, 
nays 70, as follows: 

[Rollcall Vote No. 101 Leg.} 

Baker 
Brock 
Brooke 
Chiles. 
Clark 
Cranston 
Dole 
Pong 

YEAS--24 

Garn 
Gravel 
Gr11Dn 
Hartke 
Inou~e 
Long 
McClure 
Montoya 

Nelson 
~ 
l!!eott.,Hugh 
Taimadg 
"l"h'unmm 
Towett 
Tunney 
Young 
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NAYs-70 Estimates by the Federal IDghway 

Abourezk GleD.D Mcintyre Administration of maintenance and con-
Allen Goldwater Metcalf struction cost increases resulting from 
Bartlett Hansen Mondale the heavier weights amounted to over Bayh Hart, Gary W. Morgan 
Beall Hart, PhWp A. J4osa $150 milllon a year in current dollars. 
Bellmon Haskell Muskie Revenues from the taxes which section 
Bentsen Hatfield Nunn d to $7 4 793 Biden Hathaway Pastore 401 would repeal amounte 4 , ,-
Buckley Helms Pell 000 in 1974. Thus, if the excise tax 1s re-::nJ:: =~a ~:~~ire pealed, Congress wlll, within 3 months, 
Byrd, Huddleston Randolph have provided a subsidy to the trucking 

Harry P., Jr. Humphrey Riblcoff industry on the order of $850 milllon. 
Byrd, Robert c. Jackson Roth It seems to me particularly ironic at 
cannon Javits Schweiker this time to rush through a change of Case Johnston Scott, 
cnurcll Kennedy wnua.m L. this magnitude when the Senate recent-
Culver Leahy Sparkman ly devoted many hours of debate to the 
~e~cl ::;t:fJL ~i~ question of increasing assistance to 
Eagleton Mathias Stevenson bankrupt railroads by $347 million. 
Eastland McClellan Stone The railroads, especially in the North-
Fannin McGee Weicker east and Midwest, are in dire straits. 
Ford McGovern Williams Many suggest that a major cause of this 

NOT VOTING-5 situation is the competitive edge given 
Laxalt Stevena Tan to truck transportation by virtue of the 
Packwood Symington fact that Federal, State, and local gov-

So Mr. DoLE's amendment was re- ernments provide and maintain truck 
jected. l'lghts-of-way, that is, the Nation's high-

Several Senators addressed the Chair. ways. 
The PRESIDING OFFICER. The Sen- One measure of this advantage is given 

ator from Massachusetts. in the recent prellminary report by the 
Mr. BROOKE. Mr. President, I ask U.S. Railway Association, which notes 

unanimous consent that staff members that class I and n regulated motor 
Barbara Harris and Jeremiah Buckley carriers spent only 5.9 percent of their 
be permitted to remain on the :floor for revenues for "user charges"-both State 
the remainder of the consideration of and Federal-while class I railroads 
this bill. spent almost 21 percent of their revenues 

The PRESIDING OFFICER. Without on maintenance of right-of-way facili-
objection, it is so ordered. ties. To increase the competitive edge 

Mr. STAFFORD. Mr. President, earlier of trucks at this time seems particularly 
I filed an amendment which I shall not lll advised. 
call up at this time-- A related issue is the question of 

The PRESIDING OFFICER. May we whether trucks pay their fair share of 
have order. the cost of the Nation's highway system. 

Mr. STAFFORD. Mr. President, I will Truckers have long contended, in testi­
yield to the SenatoP from Kentucky, with mony before the Public Works Commit­
the understanding that I shall not lose tee and elsewhere, that the existing tax 
the :floor, for a unanimous-consent re- structw·e represents a balance between 
quest. truck user benefits from, and contrlbu-

Mr. FORD. Mr. President, I ask unani- tions to, the Highway Trust Fund. 
mous consent that a member of my staff, Some economic analyses, including 
Tom Preston, be allowed the privileges one done by DOT, however, have con­
of the :floor for the remainder of the day. eluded that heavy trucks do not pay 

The PRESIDING OFFICER. Without their share of highway construction 
objection. it is so ordered. costs, even under present tax rates. 

Mr. STAFFORD. Mr. President, as I The Committee on Public Works, over 
said a moment ago, earlier I filed an the past several years, has heard re­
amendment which I shall not call up at peated testimony from State and county 
this time because of developments tha~ highway omcials, from automobile as­
have taken place since-- sociations, and safety experts, that there 

The PRESIDING OFFICER. Will the is a pressing need to rebuild and upgrade 
Senator suspend? The Senate is not in existing highways. 
order. The Senator may proceed. Many billions of dollars are required-

Mr. STAFFORD. I do not want to take not to construct new roads but to render 
any action now that may further delay the present network safe and emctent. 
our action on passage of tax reduction It is said that an investment in improv­
legislation that is so important to our · tng the highway system produces long­
Nation. term economic benefits, and that them-

I do, however, want to make a few re- vestment must be made now to insure 
marks on a provision in H.R. 2166 that I that highway transportation does not 
believe is detrimental to a balanced and sufrer the same fate as the railroads. 
emcient transportation system in this Surely this is no time to rt:duce the 
country. investment required from those profiting 

The amendment I filed would have most from an emcient highway system. 
deleted section 401 of the bill, a provision Finally, the Public Works Committee 
that would repeal excise taxes on trucks will be looking at the entire Federal-aid 
and buses, along with their parts and highway program this year and making 
accessories. recommendations to the Finance Com-

Late in the last Congress we passed a mlttee with regard to the highway tJ.'USt 
measure permitting heavier trucks to use fund, which is scheduled to expire in 
the Interstate System. I opposed that October 1977. 
action primarily because of increased Repeal of this source of revenue, which 
safety hazards, but also because of high- in 1974 contributed 12.3 percent of the 
er costs required to maintain a safe and income to the trust fund, could limit 
efficient highway system. other options for modifying the trust 
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fund, such as turning back to the States 
a portion of gasoline tax revenues. 

To relieve the trucking industry of a 
substantial share of its obligation to con­
tribute to the cost of reconstructing high­
ways which its vehicles tear up while 
simultaneously giving trucks further 
economic advantage over ralls, seems to 
this Senator too high a price to pay for 
a scheme which might only eventually 
result in higher employment. 

Mr. President, I reserve the remainder 
of my time. 

Mr. ROBERT C. BYRD. Mr. Pl·es1-
dent--

The PRESIDING OFFICER. The Sen­
ator from West Virginia. 

Mr. ROBERT C. BYRD. Does the Sen­
ator from Florida wish to offer an 
amendment? 

Mr. LONG. Mr. President. I ask that 
the Senator from South Carolina be rec­
ognized for 1 minute. 

Mr. ROBERT C. BYRD. Mr. President, 
I yield then to the Senator from South 
Carolina, and I have an amendment 
which I would like to call up. 

I would ask unanimous consent that 
following the amendment of Mr. HoLL­
INGs and the amendment of Mr. CHJLES, 
that I be recognized to call up my 
amendment. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
Mr. HOLLINGS. Mr. President, I call 

up my plowback cla.ri:flcation amend­
ment. I have checked with the leader 
and the minority leader on the other side, 
and I ask the clerk to state the amend­
ment. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The legislative clerk read as follows: 
At the end of the Internal Revenue Act, 

section 613A., Limitations on percentage de­
pletion in case of oll and gas wells, subsec­
tion "(e), Plowback Limttatton," after .. (3) 
Qua111led investment carryover'', add a new 
subsection .. (4) Royalty Owners". and re­
number all succeeding sections accordingly: 

"(4) ROYALTY OwNERS.-
" ( 1) General rule shall not apply in the 

case of the deduction for depletion with l'e­
spect to a producer's share of production 
from a royalty interest. 

Mr. HOLLINGS. Mr. President, in 
drawing up our compromise amendment 
yesterday that we presented to the 
Senate, I thought in the Cranston plow­
back provisions they Included section 4 
of the Senator from Texas <Mr. BENT­
SEN) relative to royalty owners. 

At one time the distinguished Senator 
from Oklahoma <Mr. BARTLETT) asked 
me if that was in that version and my 
answer was, .. yes." I am only submitting 
an amendment now-and we can just by 
voice vote put it in-to put it just exactly 
where we said it was; namely. that the 
Bentsen plowback provision relative to 
exempting royalty owners would be in 
this bill. 

The mel'it is, of course, that the royalty 
owner could lease his tract, he should 
not be required to go into that busi­
ness. particularly with respect to inde­
pendents. 

I am trying to put the amendment 
exactly where I represented it to be at 
the time the Senate adopted it yester­
day afternoon. 
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Mr. BARTLETT. M1'. President, I 

thank the distinguished Senator from 
South Carolina and this is agreeable. 

Mr. HOLLINGS. I yield to the distin­
guished Senator from Louisiana. 

Mr. JOHNSTON. Mr. President, just 
to be perfectly clear, on the Hollings 
amendment, the intent is to exempt the 
landowner royalties from the plowback 
provisions. Is that correct? 

Mr. HOLLINGS. That is correct. When 
you look at the amendment on page 9 
where they include the plowback pro­
vision, they put it into the Cranston 
amendment, but in clipping pages 9, 10, 
and 11 they made a mistake on the top 
paragraph, paragraph 4, which referred 
to the royalty owner. That is what we 
thought was included. It was a clipping 
error on their part. When we took that, 
we thought we were including the full 
Bentsen plowback. The intent is clear, 
that the royalty owner is only the ovmer 
of the property and he could not in good 
conscience be required to go into the oil 
business on a plowback provision. It 
does not relate whatever to his income. 
If he is the landowner, he is exempt from 
the plowback provision. 

Mr. JOHNSTON. I thank the Senator. 
The PRESIDING OFFICER. The Sen­

ator from South Carolina has the fioor. 
Mr. HOLLINGS. I ask for the adoption 

of the amendment. 
The PRESIDING OFFICER. The ques­

tion is on agreeing to the amendment. 
<Putting the question.) 

The amendment was agreed to. 
Mr. CURTIS. Mr. President, I send an 

amendment to the desk and ask for its 
immediate consideration. 

Mr. LONG. Mr. President--
The PRESIDING OFFICER. I am in­

formed there was a previous agreement 
to recognize the Senator from Florida. 

Mr. CHILES. It is a unanimous-con­
sent request, Mr. President. 

The PRESIDING OFFICER. The Chair 
recognizes the Senator from Florida. 

Mr. CHILES. I call up my amendment 
in the form of a substitute and request 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk proceeded to read 
the amendment. 

Mr. CHILES. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
Strike out all after the enacting clause 

and insert in lieu thereof the following: 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHORT TITLE.-This Act may be cited 
as the "Tax Reduction Act of 1975". 

(b) TABLE OF CONTENTS.­
Sec. 1. Short title. 
Sec. 2. Amendment of 1954 Code. 
TITLE I-REFUND OF 1974 INDIVIDUAL 

TAX 
sec. 101. Refunds of 1974 individual income 

taxes. 
Sec. 102. Refunds disregarded in the admin­

istration of Federal programs and 
federally assisted programs. 

TITLE II-REDUCTIONS IN INDIVIDUAL 
INCOME TAXES 

Sec. 201. Tax credit for personal exempt ions. 
Sec. 202. Credit for certain earned income. 
Sec. 203. Withholding tax. 

----

Sec. 204. Credit for purchase of principal 
residence. 

Sec. 205. Effective dates. 
TITLE III-CERTAIN CHANGES IN 

BUSINESS TAXES 
Sec. 301. Increase in investment credit. 
Sec. 302. Allowance of investment credit 

where construction of property 
will take more than 2 years. 

SEc. 303. Change in corporate tax rates and 
increase in surtax exemption. 

Sec. 304. Effective dates. 
TITLE IV-CHANGES AFFECTING 
INDIVIDUALS AND BUSINESSES 

Seo. 401. Repeal of excise tax on mot or 
vehicles . 

SEC. 2. AMENDMENT OF 1954 CODE. 
Except as otherwise expressly provided, 

whenever in this Act an amendment or re­
peal is expressed in terms of an amendment 
to, or repeal of, a section or other provision, 
the reference shall be considered to be made 
to a section or other provision of the In­
ternal Revenue Code of 1954. 
TITLE I-REFUND OF 1974 INDIVIDUAL 

INCOME TAXES 
SEC. 101. REFUND OF 1974 INDIVIDUAL INCOME 

TAXES. 
(a) IN GENERAL.-Subchapter B of chap­

ter 65 (relating to rules of special applica­
tion in the case of abatements, credits, and 
refunds) is amended by adding at the end 
thereof the following new section: 
"SEC. 6428. REFUND OF 1974 INDIVIDUAL IN• 

COME TAXES. 
''(a) GENERAL RULE.-Except as otherwise 

provided in this section, each individual shall 
be treated as having made a payment against 
the tax imposed by chapter 1 for his first 
taxable year beginning in 1974 in an amount 
equal to 7.5 percent of the amount of his 
llabi11ty for tax for such taxable year. 

"(b) MINIMUM PAYMENT.-The amount 
treated as paid by reason of this section shall 
not be less than the lesser of-

''(1) the amount of the taxpayer's liabil­
ity for tax for his first taxable year beginning 
in 1974, or 

"(2) $75 ( 37.50 in the case of a m ar ried 
individual filing a separate return). 

"(c) MAxiMUM PAYMENT.-
" ( 1) IN GENERAL.-The amount treated as 

paid by reason of this section shall not ex­
ceed $150 ($75 in the case of a married indi­
vidual filing a separate return). 

"(2) LU.UTATION BASED ON ADJUSTED GROSS 
INCOME.-The excess (if any) of-

"(A) the amount which would (but for 
this paragraph) be treated as paid by reason 
of this section, over 

"(B) the applicable minimum payment 
provided by subsection (b), 
shall be reduced (but not below zero) by an 
amount which bears the same ratio to such 
excess as the adjusted gross income for the 
taxable year in excess of $20,000 bears to 
$10,000. In the case of a married individual 
filing a separate return, the preceding sen­
tence shall be applied by substituting '$10,-
000' for '$20,000' and by substituting '$5,000' 
for '$10,000'. 

"(d) LIABILrrY FOR TAX.-For purposes of 
this section, the liab11ity for tax for the tax­
able year shall be the sum of-

" ( 1) the tax imposed by chapter 1 for such 
year, reduced by the sum of the credits al­
lowable under-

" (A) section 33 (relating to foreign tax 
credit), 

"(B) sootion 37 (relating to retirement in-
come), 

"(C) sect ion 38 (relating to investment in 
certain depreciable property), 

"(D) sootion 40 (relating to expenses ot 
work incentive progr,ams), and 

"(E) section 41 (relating to contributions 
to candidates for publlc office) , plus 

"(2) the tax on amounts described in sec· 
tion 3102(c) or 3202(c) which are required 
to be shown on the taxpayer's return of the 
chapter 1 tax for the taxable year. 

"(e) DATE PAYMENT DEEMED MADE.-The 
payment provided by this section shall be 
deemed made on whichever of the following 
dat es is the later: 

"(1) the date prescribed by law (deter­
mined without extensions) for filing the re­
turn of tax under chapter 1 for the taxable 
year, or 

"(2) the date on which the taxpayer files 
his return of tax under chapter 1 for the 
taxable year. 

"(f) JoiNT RETURN.-For purposes of this 
section, in the case of a joint retm·n under 
sect ion 6013 both spouses shall be treated 
as one individual. 

" (g) MARrrAL STATUS.-The determination 
of marital status for pm·poses of this section 
shall be made under section 143. 

"(h) CERTAIN PERSONS NOT ELIGIBLE.-This 
section shall not apply to any estate or 
t r ust, nor shall it apply to any noru·esident 
alien individual." 

(b) No INTEREST ON INDIVIDUAL INCOME TAX 
REFUNDS FOR 1974 REFUNDED WrrmN 60 DAYS 
AF-TER RETURN Is FILED.-In applying section 
6611 (e) of the Internal Revenue Code of 
1954 (relating to income tax refund within 45 
days after return is filed) in the case of any 
overpayment of tax imposed by subtitle A 
of such Code by an individual (other than an 
est ate or trust and other than a nonresident 
alien individual) for a taxable year begin­
ning in 1974, "60 days" shall be subt itled for 
"45 days" each place it appears in such sec­
tion 6611(e}. 

(C) CLERLCAL AMENDMENT.-The table of 
sections for such subchapter B is amended 
by adding at the end thereof the following 
new item: 

"Section 6428. Refund of 1974 individual 
income taxes." 

SEC. 102. REFUNDS DISREGARDED IN THE AD­
MINISTRATION OF FEDERAL PRo­
GRAMS AND FEDERALLY ASSISTED 
PROGRAMS. 

Any payment considered to have been made 
by any individual by reason of section 6428 
of the Internal Revenue Code of 1954 shall 
not be taken into account as income or re­
ceipts for purposes of determining the eligi­
bility of such individual or any other in­
dividual for benefits or assistance, or the 
amount or extent of benefits or assistance, 
under any Federal program or under any 
State or local program financed in whole or 
in part with Federal funds. 
TITLE II-REDUCTIONS IN INDIVIDUAL 

INCOME TAXES 
SEC. 201. TAX CREDIT FOR PERSONAL E..'CE M P­

TIONS. 
(a) IN GENERAL.--Subpart A of part IV of 

subchapter A of chapter 1 (relating to credits 
against tax) is amended by renumbering sec­
tion 42 as 45 and by inserting after section 
41 the following new section: 
"SEC. 42. PERSONAL EXEMPTIONS. 

"(a) GENERAL RULE.-There shall be al­
lOWed to the taxpayer as a credit against tax 
for the taxable year in lieu of the deduction 
provided for person!l.l exemptions under sec­
tion 151 (if such credit results in the im­
position of a lower tax under this chapter), 
an amount equal to $185 multipled by the 
number of exemptions which would other­
wise be allowed to such taxpayer under sec­
tion 151. Such credit shall not exceed the tax 
imposed by this chapter (determined with­
out regard to subsection (b) ) for the taxable 
year. 

"(b) DEFINITION.-For purposes of this 
title, in the case of an individual, the term 
•t ax imposed by this chapter' means the tax 
imposed by this chapter reduced by the 
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amount of the credit allowed under this sec­
tion." 

(b) TECHNICAL AMENDMENTS.-
( 1) The table of sections for such subpart 

is amended by striking out the last item and 
inserting in lieu thereof the following: 
"Sec. 42. Personal exemptions. 
"Sec. 43. Earned income. 
"sec. 44. Purchase of principal residence. 
"Bee. 45. OVerpayments of tax.'' 

(2) Section 2(e) (relating to definitions 
and special rules) is amended to read as 
follows: 

" (e) CROSS REFERENCES.-
"(!) For definition of taxable income, see 

section 63. 
"(2) For deftnitlon of tax imposed by this 

chapter. see section 42(b) :•. 
(3) Section 63 (relating to taxable income 

defined) Is amended-
( A) by striking out "subsection (b) .. in 

subsection (a) and inserting in lieu thereof 
"subsections (b) and (c)". and 

(B) by inserting at the end thereof the 
following new subsection: 

"(c) INDIVIDUALS ALLoWED THE CREDrr 
UNDER SECTION 42.-Wlth respect to individ­
uals who are allowed a credit under section 
42 (relating to personal exemptions). except 
for the purposes of sections 1 and 3, the 
term "taxable income• means the amount 
determined under this chapter without re­
gard to section 42."'. 

(4) Section 151 (relating to allowance of 
deductions for personal exemptions) 1s 
amended by adding at the end thereof the 
following new subsection: 

"(f) INDIVIDUALS ALLOWED A CREDrr UNDER 
SECTION 42.-With 1·espect to any taxpayer 
who is allowed a credit under section 42 
(relating to personal exemptions). any ref­
erence to personal exemptions allowed un­
der this section shall be considered to be a 
reference to the exemptions which would 
be allowed under this section without re­
gard to section 42."'. 

( 5) Section 6201 (a) 1s amended by adding 
at the end thereof the following new para­
graph: 

"(5) OVERSTATEMENT OF TAX LIABILrrY.-If 
on any return or claim for refund of income 
taxes under subtitle A there is an over­
statement of liability for tax with respect 
to the credit allowable under section 42 
(relating to personal exemptions) or the 
deduction allowable under section 151 (relat­
ing to deductions for personal exemptions), 
the amount of such liablllty shall be re­
computed by the Secretary or his delegate 
in the same manner as a mathematical error 
appearing on the return .... 
SEC. 202. Crumrr FOR CERTAIN EARNED INCOME. 

(a) ALLowANcE OF CREDrr.-subpart A of 
part IV of subchapter A of chapter 1 (relat­
ing to credits against tax) is amended by 
Inserting after section 42. as added by this 
Act, the following new section: 
SEC. 43. EARNED INCOME. 

"(a) ALLOWANCE OF CREDrr.-ln the case of 
an eligible individual, there shall be allowed 
as a credit against the tax imposed by th1s 
chapter for the taxable year an amount equal 
to 10 percent of so much of the earned in­
come for the taxable year as does not exceed 
$4,000. 

"(b) LIMrrATION.-Notwithstanding the 
provisions of subsection (a.). the amount of 
the credit allowable to a taxpayer under sub­
section (a) of any taxable year shall be re­
duced (but not below zero) by an amount 
equal to 10 percent of so much of the ad­
justed gross income (or, if greater, the earned 
income) of the taxpayer for the taxable year 
as exceeds $4,000. 

" (C) DEFINITION .-For purposes of this 
section-

" ( 1) ELIGmLE INDIVIDUAL.-The term 'eli­
gible individual' means a.n lndlvidua.I who-

"(A) maintains a household (within the 
meaning of section 214(b) (3)) In the United 
States which is the principal place of abode 
of that individual and of a child of that 

individual with respect to whom be ts en­
titled to claim a deduction under section 
151(e) (1) (B) (relating to additional exemp­
tion for dependents), and 

"(B) does not exclude any amount from 
gross income under section 911 (relating to 
earned income from sources without tbe 
United States) or section 931 (relating to 
income from sources within the possessions 
of the United States). 

"(2) EARNED INCOME.-
" (A) The term •earned income• means-
.. (i) wages, salaries. tips, and other em­

ployee compensation, plus 
"(1) the amount of the taxpayer's net 

earnings from self-employment for the tax­
able year (within the meaning of section 
1402 (a)). 

"(B) For purposes of subparagraph (A)­
"(1) except as provided in clause (11), any 

amount shall be taken into account only if 
such amount ls includible in the gross in· 
come of the taxpayer for the taxable year, 

"(11) the earned income of an individual 
shall be computed without regard to any 
community property laws, 

"(111) no amount received as a pension or 
annuity shall be taken into account, and 

"'(lv) no amount to which section 871(a) 
applles (relating to Income of nonresident 
allen individuals not connected with United 
States business) shall be taken into account. 

"(d) REQUIREMENT oF JoiNT RETtJB.N.-In 
the case of a.n individual who is married 
(within the meaning of section 143). this 
section shall apply only if a joint return is 
filed for the taxable year under section 6013. 

"(e) TAXABLE YEAR MUST BE FuLL TAXABLE 
YEAR.-Except in the case of a taxable year 
closed by reason of the death of the tax­
payer. no credit shall be allowable under this 
section in the case of a taxable year covering 
a period of less than 12 months." 

(b) REFUND To BE MADE WHERE CREDrr 
ExCEEDS LIABILITY FOR TAX.-

(1) Section 6401(b) (relating to excessive 
credits) is amended-

(A) by inserting "43 (relating to earned 
income credit)." before "and 667(b)"; and 

(B) by striking out "and 39 .. and inserting 
in lieu thereof a comma "'39, and 49 ... 

(2) Section 6201(a.) (4) (relating to assess­
ment authority) is amended by-

(A) inserting "or 43" after "section 89" 
in the caption of such section; and 

(B) striking out "oU) :· and inserting in 
lieu thereof "oil) or section 43 (relating to 
personal exemptions),". 

(C) AMENDMENT OF SOCYAL SECURITY ACT.­
Section 402(a) (7) of the Social Security Act 
is amended by inserting after "other income" 
the following: "(including any amounts de­
rived from application of the tax credit es­
tablished by section 43 of the Internal Rev· 
enue Code of 1954) ". 
SEc. 203. WrraaoLDING TAX. 

(a) REQUIREMENT oF WrrHHOLDING.-8ub­
section (a) of section 3402 (relating to in­
come tax collected a.t source) 1s amended to 
read as follows: 

"(a) REQUIREMENT OF WrraaoLDING.­
Every employer making payment of wages 
shall deduct and withhold upon such wages 
(except a.s otherwise provided in this section) 
a tax determined in accordance with tables 
prescribed by the Secretary or his delegate. 
The tables so prescribed shall be the same a.s 
the tables contained in this subsection as in 
effect on January 1, 1975, except that the 
amounts set forth a.s amounts of income tax 
to be withheld for the remainder of calendar 
year 1975 and for calendar · year 1976 and 
thereafter shall reflect the amendments made 
by title II of the Tax Reduction Act of 1975 
which are applicable to such years. For pur­
poses of applying such tables, the term "the 
amount of wages• means the amount by 
which the wages exceed the number of with­
holding exemptions claimed, multiplied by 
the amount of one such exemption a.s shown 
in the table in subsection (b) (1) .". 

(b) CONFOR1'.4ING AMENDMENT.-Bection 

3402(c) (6) (relating to wage bracket with· 
holding) Is amended by str1king out ''table '1 
contalne<lln subsection (a) .. and Inserting in 
lieu thereof "the table for an annual payroll 
period prescribed pursuant to subsection 
(a)••. -

SEC. 205. CREDrr FoR PuRCHASE OF PRINCIP~ 
RESIDENCE. 

Subpart A of part IV of subchapter A chap­
ter 1 (relating to credits allowed), as 
amended by this Act, ts amended by inserting 
after service 43 the following new section: 
"SEC. 44. P'oKCHA.SE OP PRINCIPAL RESIDENCE. 

"(a) GENEWU. RULE.-In the case of an in· 
dlvidual, there ls allowed as a credit against 
the tax imposed by this chapter for the tax­
able year. an amount equal to 6 percent of 
the purchase price of a principal residence 
purchased. constructed, or reconstructed by 
the taxpayer. 

"(b) LlMrrATIONS.-
"(1) MAxnluM CJLEDrr.-The credit allowed 

under subsection (a) .for all taxable years 
may not exceed $2,000. 

"(2) MAmuED INDIVmuALS.-In the case of 
a husband and wife who file a joint return 
under section 6013, the amount speci.fied un­
der paragraph ( 1) applles to the joint return. 
In the case of a married individual flling a 
separate return. paragraph ( 1) shall be ap• 
plied by substituting '$1,000' for '$2,000'. 

"(3) CERTAIN OTHER TAXPAYERS.-In the 
case of individuals to whom paragnph (2) 
does not apply who purchase a single prin­
cipal residence, the amount of the credit al· 
lowed under subsection (a) shall be allocated 
among such individuals as prescribed by the 
Secretary or his delegate. but the sum of the 
amounts to such individuals shall not exceed 
$2,000 with respect to that residence. 

"(4) APPLICATION wrra OTHER CREDrrs.­
The credit allowed by subsection (a) shall 
not exceed the amount of the tax imposed 
by this chapter for the taxable year reduced 
by the sum of the credits allowable under 
sections 33, 35, 37, 38, 40, and 41. 

" (c) DEFINITIONS.-For purposes of this 
section.-

•• ( 1) PRINCIPAL RESIDENCE.-The term 
'principal residence• means a principal resi­
dence (within the meaning of section 1034), 
and includes. without being llmlted to, a 
single family structure. a residential unit in 
a condomlnlum or cooperative housing proj­
ect, and a mobUe home. 

00 (2) PuRCHASE PRICE.-Tbe term 'purchase 
price• means the adjusted basis of the prop­
erty. 

"(3) PuacHASE.-The term 'purchase' 
means any acquisition of property, but only 
if-

"(A) the property 1s not acquired from a 
person whose relationship to the person ac­
quiring it would result in the disallowance 
of losses under section 267 or 707(b) (but, in 
applying section 267 (b) and (c) for pur­
poses of this section, paragraph (4) of sec­
tion 267 (c) shall be treated a.s providing that 
the famUy of an individual shall include 
only his spouse, ancestors, and lineal de­
scendants) • and 

"(B) the basis of the property in the hands 
of the person acquiring it is not deter­
mined-

"(i) In whole or in part by reference to 
the adjusted basis of such property In the 
hands of the person from whom acquired, or 

"(11) under section IOI4(a.) (relating to 
"'(d) RECAPTURE FOR CERTAIN DISPOSI­

TIONS.-
" ( 1) IN GENERAL.-Except as provided in 

paragraphs (2) and (3). if the taxpayer dis­
poses of property with respect to the pur­
chase of which a credit was allowed under 
subsection (a.) at any time within 36 months 
after the date on which he acquired It as his 
princlpa.ll·esldence, then the tax Imposed un­
der this chapter for the taxable year follow­
ing the taxable year during which such dis­
position occurs 1s increased by an amount 
equal to the amount allowed as a credit for 
the purchase o! such property. 
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"(2) AcQUISITION OF NEW P.ESmENCE.-If, in 

connection with a disposition described 1n 
paragraph ( 1) and within the applicable 
period prescribed in section 1034, the tax­
payer purchases a new residence, then the 
provisions of paragraph ( 1) do not apply 
and the tax imposed by this chapter .or the 
taxable year following the taxable year dur­
ing which disposition occurs is increased by 
an amount which bears the same ratio to 
the amount allowed as a credit for the pur­
chase of the old residence as (A) the ad­
justed sales price of the old residence (with­
in the meaning of section 1034), reduced 
(but not below zero) by the taxpayer's cost 
of purchasing the new residence (within 
the meaning of such section) bears to (B) 
the adjusted sales price of the old residence. 

"(2) DEATH OF OWNER; CASUALTY LOSS.­
The provisions of paragraph (1) do not 
apply-

"(A) to a disposition is made on account 
of the death of any individual having a legal 
or equitable interest in the old residence 
occurring during the 36 month period to 
which reference is made under such para­
graph, or 

"(B) a disposition of the old residence it 
it is substantially or completely destroyed by 
a casualty described in section 165(c) (3) or 
compulsorily and involuntarily converted 
(within the meaning of section 1033(a)). 

" (e) PROPERTY TO WHICH SECTION APPLIES. 
"(1) IN GENERAL.-The provisions of this 

section apply to property acquired and occu­
pied by the taxpayer as his principal resi­
dence after March 12, 1975, and before Jan­
uary 1, 1977-

" (A) the construction, reconstruction, or 
erection of which by the taxpayer com­
mences before January 1, 1976, or 

"(B) in the case of property not con­
stl·ucted, reconstructed, or erected by the 
taxpayer, acquired by the taxpayer under a 
binding contract entered into by the tax­
payer before January 1, 1976. 

"(2) NEW PROPERTY LIMITATION.-Notwith• 
standing the proVisions of paragraph ( 1), 
this section does not apply to the acquisi• 
tion of any property upon which construc­
tion is commenced before March 13, 1975, 
whether by the taxpayer or by any other 
person. In the case of reconstruction prop­
erty to which this section applies, the pre­
ceding sentence shall apply only to the 
period beginning on the date on which re­
construction is begun. 

"(3) SELF-CONSTRUCTED PROPERTY BEGUN BE­
FORE MARCH 13, 1975.-In the case of prop­
erty the construction, reconstruction, or 
erection of which was begtm by the tax­
payer before March 13, 1975, only that por­
tion of the basis of such property properly 
allocable to construction after March 12, 
1975, shall be taken into account in deter­
mining the amount of the credit allowable 
under subsection (a). 

"(3) BINDING CONTRACT.-For purposes of 
this subsection, a contract for the purchase 
of a residence which 1s conditioned upon 
the purchaser's obtaining a loan for the pur­
chase of the residence (including conditions 
as to the amount or interest rate of such 
loan) is not considered non-binding on ac­
count of that condition.". 
SEC. 205. EFFECTIVE DATES. 

(a) SEcTioN 201.-The amendments made 
by section 201 apply to taxable years be­
ginning after December 31, 1974, and before 
January 1, 1976. 

(b) SECTION 202.-The amendments made 
by section 202 apply to taxable years begin­
ning after December 31, 1974, and before 
January 1, 1976. 

(c) SECTION 203.-The amendments made 
by section 203 apply to wages paid after 
April 30, 1975. 

TITLE ill-CERTAIN CHANGES IN 
BUSINESS TAXES 

"SEC. 301. INCREASE IN INVESTMENT CREDIT. 
(a) INCREASE OP INVESTME:t..'T CREDIT TO 10 

PEP.CENT.-Pa.ra.gra.ph (1) Of section 46(a) 

(determining the amount of the investment 
credit) is amended to read as follows: 

"(1) GENERAL RULE.-
" (A) 10-PERCENT CREDIT.-The amount of 

the credit allowed by section 38 for the tax­
able year shall by equal to 10 percent of the 
qualified investment (as determined under 
subsections (c) and (d)). 

"(B) 7•PERCENT CREDIT.-Notwlthstanding 
the provisions of subparagraph (A), in the 
case of property-

" (i) the construction, reconstruction, or 
erection of which is completed by the tax­
payer before January 22 1975, or 

"(il) which is acquired by the taxpayer be­
fore January 22, 1975, 
the amount of the credit allowed by section 
38 for the taxable year shall be equal to 7 
percent of the qualified investment (as de­
fined in subsection (c) ) . 

"(C) TRANSITIONAL RULE.-In the case Of 
property-

" ( 1) the construction, reconstruction, or 
erection of which is begun by the taxpayer 
before January 22, 1975, and 

" ( i1) the construction, reconstruction, or 
erection of which is completed by the tax­
payer after January 21, 1975, 
subparagraph (B) shall apply. to the prop­
erty to the extent of that portion of the 
basis which is properly attributable to con­
struction, reconstruction, or erection before 
January 22, 1975, and subparagraph (A) or 
(D), whichever is applicable, shall apply to 
such property to the extend of that portion 
of the basis which is properly attributable to 
construction, reconstruction, or erection 
after January 21, 1975. 

"(D) 12-PERCENT CREDIT.-In the case of 
a taxpayer who elects to have the provisions 
of this subparagraph apply, the amount of 
the credit allowed by section 38 for the tax­
able year is an amount equal to 12 percent 
of the qualified investment (as determined 
under subsections (c) and (d). In the 
case of a taxpayer whose qualified invest­
ment (as determined under subsections (c) 
and (d)) for the taxable year exceeds $10,· 
000,000 (determined without regard to carry­
overs and carrybacks) , an election may not 
be made to have the provisions of this sub­
paragraph apply for the taxable year unless 
such taxpayer meets the requirements of 
section 301 (d) of the Tax Reduction Act of 
1975. 

"(E) APPLICATION OF 12-PERCENT CREDIT.­
An election by the taxpayer to have the pro­
visions of subparagraph (D) apply shall 
be made at such time, in such form, and in 
such manner as the Secretary or his delegate 
may prescribe. If elected, the p1·ovlsions of 
subparagraph (D) apply only to-

" ( i) property to which subsection 46 (d) 
does not apply, the construction, reconstruc­
tion, or erection of which by the taxpayer is 
completed after January 21, 1975, but only 
to the extent of the basis thereof attribut­
able to conatruction, reconstruction, or 
erection after January 21, 1975 and before 
January 1, 1977, 

"(ii) property to which subsection 46(d) 
does not apply, acquired by the taxpayer 
after January 21, 1975 and before January 
1, 1977, and placed ~n service by the tax­
payer before January 1, 1977, and 

"(iii) property to which subsection 46(d) 
applies, but only to the extent of the quali­
fied investment (as determined under sub­
sections (c) and (d)) with respect to quali­
fied p1·ogress expenditures made after Jan­
uary 21, 1975 and before January 1, 1977." 

(b) PuBLIC UTU.ITY PROPERTY.-
( 1) DETERMINATION OF QUALIFIED INVEST­

MENT.-8Ubparagraph (A) of section 46(c) 
(3) (relating to determination of qualified 
investment in the case of public utillty 
property) is amended to read as follows: 

"(A) To the extent that subsection (a) (1) 
(B) applies to property which is public 
utility property, the amount of the quali­
fied investment shall be ¥,- of the amount 
determined under paragraph (1) ." 

(2) INCREASE IN 50-PERCENT LIMITATION.­
Section 46(a) (relating to determination of 
amount of credit) is amended by adding 
at the end the1·eof the following new para­
graph: 

"(6) ALTERNATIVE Lli"\\ITATION IN THE CASE 
OF CERTAIN UTILITIES.-

"(A) IN GENERAL.-If, for a taxable year 
ending after 1974 and before 1981, the 
amount of the qualifled investment of the 
taxpayer which is attributable to public 
utility property is 25 percent or more of his 
aggregate qualified investment, then sub­
paragraph (C) of paragraph (2) of this sub­
section shall be applied by substituting for 
50 percent his applicable percentage for such 
year. 

"(B) APPLICABLE PERCENTAGE.-The appli­
cable percentage of any taxpayer for any 
taxable year is-

"(i) 50 percent, plus 
"(ii) that portion of the tentative per­

centage for the taxable year which the tax­
payer's amount of qualified investment 
which is public utility property bears to his 
aggregat-e qualified investment. 
If the proportion refel'l'ed to in clause (il) 
is 75 percent or more, the applicable per­
centage of the taxpayer for the year shall 
be 50 percent plus the tentative percentage 
for such year. 

"(C) TENTATIVE PERCENTAGE.-For pur­
poses of subparagraph (B), the tentative 
percentage shall be determined tmder the 
following table: 

"If the taxable year The tentatiYe 
begins in: percentage is: 

1975 or 1976---------------------- 50 
1977 ----------------------------- 40 
1978 ----------------------------- 30 
1979 ----------------------------- 20 
1980 ----------------------------- 10 
"(D) PuBLIC UTILITY PROPERTY DEFINED.-

For purposes of this paragraph, the term 
'public utility property' has the meaning 
given to such term by the first sentence of 
subsection (c) (3) (B).". 

(3) LIMITATION IN CASE OF CERTAIN 
REGULATED COMPANrES.-8ection 46(f), as re­
designated by section 302 (a) of this Act 
(relating to limitation in case of certain 
regulated companies, is amended by adding 
at the end thereof the following new para­
graph: 

"(8} PROl-ImiTION OF IMMEDIATE FLOW· 
THROUGH IN CERTAIN CASES.-

"(A) IN GENERAL.-Except as provided 
under subparagraph (D), no additional credit 
shall be allowed with respect to public 
utility property (within the meaning of 
subsection (a) (6) (D)) unless paragraph 
(1} or (2) applies with 1·espect to such 
property. 

"(B) ADDITIONAL CREDIT.-For purposes of 
this paragraph, the term 'additional credit' 
means the credit allowable under section 38 
with respect to public utlllty property 
(within the meaning of subsection (a) (6) 
(D)) determined without regard to this 
paragraph in excess of the credit which 
would have been allowable if the Tax Reduc­
tion Act of 1975 had not been enacted. 

"(C) RATABLE FLOWTHROUGH.-Unless the 
taxpayer makes an election within 90 days 
after the date of enactment of the Tax 
Reduction Act of 1975 in the manrier pre­
scribed by the Secretary or his delegate (or 
has previously made such an election) to 
have the provisions of paragraph (2) apply 
with respect to publlc ut111ty property 
(within the meaning of subsection (a) (6) 
(D)), the requirements of paragraph (1) 
shall apply with respect to the additional 
credit. 

"(D) SPECIAL ELECTION FOR IMMEDIATE 
FLOWTHROUGH.--8Ubparagraph (A) Shall not 
apply with respect to public utility property 
(within the meaning of subsection (a) (6) 
(D)) if, at its own option and without re­
gard to any requirement imposed by an 
agency described in subsection (c) (3) (B), 
the taxpayer elects, within 90 days after the 
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date of enactment of this paragraph, to have 
the provisions of paragraph (3) apply with 
respect to such property. 

"(E) LIMITATION.-The requirements of 
this paragraph shall not be applied before 
the first final determination which is incon­
sistent with such requirements, determined 
in the same manner as under paragraph 
(4)." 

(4) EFFECTIVE DATES.-'I'he amendment 
made by subsection (b) ( 1) applies to prop .. 
erty placed in service after January 21, 1975, 
in taxable years ending after January 21, 
1975. The amendments made by paragraphs 
(2) and (3) apply to taxable years ending 
after December 31, 1974. 

(c) REPEAL OF DOLLAR LIMITATION ON USED 
PROPERTY.-Paragraph (2) of section 48(c) 
is amended by inserting after subparagraph 
(D) the following new subparagraph: 

"(E) EXPIRATION OF LIMITATION.-This 
paragraph shall not apply with respect to 
property acquired by the taxpayer after 
January 21~ 1975.". 

(d) PLAN REQ'UIREMENTS FOR TAXPAYERS 
ELECTING 12-PERCENT CREDIT OR SUBSTITU• 
TION OF LOSS CARRYBACK YEARS FOR Loss 
CARRYFORWARD YEARS.-In order to meet the 
1·equirements of this subsection-

(1) A corporation (hereinafter l'eferred 
to as the "employer") must establish an em­
ployee stock ownership plan (described in 
paragraph (2)) which is funded by trans­
fers of employer securities in accordance 
with the provisions ef paragraph (5) and 
which meets all other requirements of this 
subsection. 

(2) The plan referred to in paragraph (1) 
must be an individual aecount plan estab­
lished in writing which-

( A) is a stock bonus plan, a stock bonus 
and money purchase pension plan, or a 
profit-sharing plan, 

(B) is designed to invest primarily in 
employer securities, and 

(C) meets such other requirements (sim­
iliar to l'equirements applicable to employee 
stock ownership plans as defined in section 
4975(e) (7) of the Internal Revenue Code 
of 1954) as the Secretary of the Treasury 
or his delegate may prescribe. 

(3) The plan must provide for the alloca­
tion of all employer securities transferred 
to it or purchased by it (because of the appli­
cation · of the provisions of section 46 (a) ( 1) 
(E) of the Internal Revenue Code of 1954, 
or the requirements of section 172(b) (1) (E) 
of such Code) to the account of each par­
ticipant at the close of each plan year in an 
amount which bears substantially the same 
proportion to the amount of all such securi­
ties allocated to all participants in the plan 
for that plan year as the amount of com­
pensation paid to such participant ( 4isre­
garding any compensation in excess of the 
first $100,000_per year) bears to the compen­
sation paid to all such participants during 
that year (disregarding any compensation 
ln excess of the first $100,000 with respect to 
any participant). Notwithstanding the first 
sentence of this paragraph, the allocation 
to participants' acco-q.nts may be extended for 
such additional period or periods as may be 
necessary to comply with the requirements 
of section 415 of the Internal Revenue Code 
of 1954. 

(4) The plan must provide that each par­
ticipant is entitled to direct the plan as to 
the manner in which any employer securities 
allocated to the account of the participant 
are to be voted. 

( 5) On. making a claim for credit, adjust­
ment, or refund under section 38 of the 
Internal Revenue Code of 1954, or under 
section 172 of such Code (if applicable) , the 
employer states in such claim that it agrees, 
as a condition of receiving any such credit, 
adjustment, or refund, to transfer (not less 
rapidly than ratable over 10 years) employer 
securities to the plan having an aggregate 
value at the time of the claim of-

( A) at least one-twelfth of the amount of 

the credit determined under section 46(a) 
(1) (D) thereof for the taxable year (deter­
mined without regard to section 46(a) (2)), 
or 

(B) in the case of an employer making an 
election under section 172 (b) ( 1) (E) of such 
Code, at least 25 percent of the total amount 
of the refund or credit of any overpayment of 
tax claimed by the employer in its first 
carryback adjustment application or claim 
for refund pursuant to such election. 
In the case of an employer to whom sub­
paragraph (B) applies, and who, on March 13, 
1975, maintained a supplementary unemploy­
ment compensation benefit plan for its em­
ployees which meets the requirements of 
section 501(c) (17) of such Code, the re­
quirements of such subparagraph shall be 
treated as satisfied if the employer transfers 
no more than half of the amount required 
under such subparagraph to such supple­
mentary unemployment compensation bene­
fit plan. For purposes of meeting the require­
ments of this paragraph, a transfer of cash 
shall be treated as a transfer of employer 
securities if the cash is, under the plan, 
used to purchase employer securities. 

(6) Notwithstanding any other provision of 
law to the contrary, if the plan does not meet 
the requirements of section 401 of the Inter­
nal Revenue Code of 1954--

(A) stock transferred under paragraph (5) 
and distributed to participants, to the extent 
that it is considered income under the Inter­
nal Revenue Code of 1954, shall be taxed in 
accordance with the provisions of section 72 
thereof (treating the participant as having a 
basis of zero in the contract) rather than 
under section 83 of such Code, 

(B) no amount shall be allocated to any 
participant in excess of the amount which 
might be allocated if the plan met the re­
quirements of section 401 of such Code, and 

(C) the plan must meet the requirements 
of sections 410 and 415 of such Code. 

(7) If the amount of the credit determined 
under section 46(a) (1) (D) of the Internal 
Revenue Code of 1954, or the amount of the 
adjustment or refund resulting from the 
carryback of the net operating loss under the 
election made under section 172(b) (1) (E) of 
such Code, is recaptured in accordance with 
the provisions of such Code, · the amounts 
transferred to the plan under this subsection 
and allocated under the plan shall remain 
in the plan Ol' in participant accounts, as the 
case may be, and continue to be allocated in 
21.ccordance with the original plan agreement. 

(8) For purposes of this subsection, the 
term-

( A) "employer securities" means common 
stock issued by the employer or its a.ffiliate 
with voting power and dividend rights no 
less favorable than the voting power and 
dividend rights of other common stock issued 
by the employer or its ·affiliate, or securities 
issued by the employer or its affiliate con­
vertible into such stock, and 

(B) "value" means the average of closing 
prices of the employer's securities, as re­
ported by a national exchange on which sec~­
r1t1es are listed, for the 20 consecutive trad­
ing days immediately preceding the date of 
transfer or allocation of such securities. 

(9) The Secretary of the Treasury or his 
delegate shall prescribe such regulations and 
require such reports as may be necessary to 
carry out the provisions of this subsection. 

(10) If, at any time within 120 months 
following the date on which the plan is 
established under this subsection the em­
ployer falls to meet any requirement imposed 
under this subsection or under any obliga­
tion undertaken to comply with tbe require­
ment of this. subsection, he is liable to the 
United States for a civil penalty of an 
amount equal to the amount involved in such 
failure. The preceding sentence shall not 
apply if the taxpayer corrects such failure (as 
determined by the Secretary of the Treasury 
or his delegate) within 90 days after it occurs. 
The amount involved shall not exceed the 

amount of the credit or refund or adjustment, 
and shall not be less than one-half of 1 per­
cent of the amount such person is required 
to transfer to the plan described in this 
section during such 10-year period. The 
amount of such penalty may be collected by 
the Secretary of the Treasury and the same 
earned which a deficiency in the payme.nt of 
Federal income tax may be collected. 

( 15) Notwithstanding any provision of the 
Internal Revenue Code of 1954 to the con­
trary no deduction shall be allowed under 
sections 162, 212, or 404 of such code for 
amounts transferred to an employee stock 
ownership plan or a supplementary unem­
ployment compensation benefit plan and 
taken into account under this subsection. 
SEC. 302. ALLOWANCE OF INVESTMENT 

CREDIT WHERE CONSTRUC­
TION OF PROPERTY WILL 
TAKE MORE THAN 2 YEARS. 

(a) GENERAL RULE.-Sectlon 46 (relating 
to amount of credit) is amended by redesig­
nating subsections (d) and (e) as subsections 
(e) and (f), respectively, and by inserting 
after subsection (c) the following new sub­
section: 

"(d) Qtl'ALIFIED PROGRESS EXPENDITURES.­
" ( 1) IN GENERAL.-In the case of any tax­

payer who has made an election under para­
graph (6), the amount of his qualified in­
vestment for the taxable year (determined 
under subsection (c) without regard to this 
subsection) shall be increased by an amount 
equal to his aggregate qualified progress ex­
penditures for the taxable year with respect 
to progress expenditure property. 

"(2) PROGRESS EXPENDITURE PROPERTY DE• 
FINED.-

"(A) IN GENERAL.-For purposes of this 
subsection, the term 'progress expenditure 
property' means any property which Is being 
constructed by or for the taxpayer and 
which-

.. ( 1) has a normal construction period of 
two years or more. and 

"(11) it is reasonable to believe will be new 
section 38 property having a useful life 
of 7 years or more in the hands of the 
taxpayer when it is placed in service. 
Clauses (i) and (11) of the preceding sen­
tence shall be applied on the basis of facts 
known at the close of the taxable year of the 
taxpayer in which construction begins (or, 
if later, at the close of the first taxable year 
to which an election under this subsection 
applies). 

"(B) NORMAL CONSTRUCTION PERIOD.-For 
purposes of subparagraph (A), the term 
'normal construction period' means the 
period reasonably expected to be required 
for the construction of the property-

"(!) beginning with the date on which 
physical work on the construction begins (or, 
if later, the :first day of the first taxable year 
to which an election under this subsection 
applies), and 

"(11) ending on the date on which it is ex­
pected that the property will be available for 
placing in service. 
. "(3) QUALIFIED PROGRESS EXPENDITURES DE• 

FINED.-For purposes of this subsection-
"(A) SELF-CONSTRUCTED PROPERTY.-ln the 

case of any self-constructed property, the 
term •qualified progress expenditures• means 
the amount which, for purposes of this sub­
part, 1.s properly chargeable (during such 
taxable year) to capital account with respect 
to such pt·operty. 

"(B) NoN-SELF-CONSTRUCTED PROPERTY.­
ln the case of non-self-constructed property, 
the term •qualified progress expenditures' 
means the lesser of-

"(1) the amount paid during the taxable 
year to another person for the construction 
of such property, or • 

"(ii) the amount which represents that 
proportion of the overall cost to the tax­
payer of the co~truction by such other per­
son which is properly attributable to that 
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portion of such construction which is com­
pleted during such taxable year. 

.. (4) SPECIAL RULES FOR APPLYING PARA• 
GRAPH (3) .-For purposes of paragraph (3)-

.. {A) COMPONENT PARTS, ETC.-Property 
which is to be a component part of, or fa 
otherwise to be tncluded in, any progress 
expenditure property shall be taken into 
account-

"(i) r,t a time not earlier than the time at 
which tt becomes irrevocably devoted to use 
in the progress expenditure property, and 

"(if) as 1! (at the t.tme referred to in 
clause (i)) the taxpayer had expended an 
amount equal to that portion of the cost to 
the taxpayer of such component or other 
property which, for purposes of this subpart, 
is properly chargeable (during such taxable 
ye.a.r) to capital account with respect to 
such propeny. 

.. fB) CEa'rAIN' BORROWINGS DISREGARDED.­
Any amounl borrowed directly or indirectly 
by the taxpayer !rom the person constructing 
the property for him shall not be trea.ted as 
an amount expended for such construction.. 

•'~' (C) CERTAIN UNVSED EXPENDITURES CAB .. 
!tiED oVER.-In the case of non-self-con­
structed property, 1! for the taxable year-

"(i) the amount under clause (i) of para­
graph (3) (B) exceeds the amount under 
clause (11) of paragraph (3) (B), then the 
amount of such excess shall be taken into 
account under such clause (i) for the suc· 
ceeding taxable year. or 

"(U) the amount under clause (U) of 
paragraph (3) (B) exceeds the amount under 
clause (i) of paragraph (3) (B), then the 
amount of such excess shan be taken into 
account under such clause (ll) for the suc­
ceeding taxable year. 

"{D) DETERMINATION OP PERCENTAGE OP 
coMPLETION.-In the case of non-selt-con­
structed property, the determination under 
paragraph (3} (B) (11) of the proportion of 
the overall cost to the taxpayer of the con­
struction of any property which ls properly 
attributable to construction completed dur· 
ing any taxable year shall be made. under 
regulations prescribed by the Secretary or 
his delegate, on the basis of engineering or 
a.chitectural estimates or on the basis of cost 
accounting records. Unless the taxpayer es­
tablishes otherwise by clear and convincing 
evidence, the construction shall be deemed 
to be completed no~ more rapidly than rat· 
ably over the normal construction period. 

"(E) No QUALIFIED PROGRESS EXPENDITURES 
FOR CERTAIN PRIOR PERIODS.-ln the case Of any 
property, no qualified progress expenditures 
shall be taken into account under this sub­
section for any period before January 22, 
1975 (or. if later, before the first day of the 
first taxable year to which an election under 
this subsection applies). 

"(F) No QUALIFIED noou:ss EXPENDI'T'ORES 
FOR PROPERTY J'OR YEAR IT IS PLACED IN SERV• 
IcE, ETC.-In the case of any property, no 
qualified progress expenditures shall be taken 
into account under this subsection foF the 
earlier of-

"(1) the taxable year in which the property 
is placed tn service, or 

" ( 11) the ftrst taxable year for which re­
captuye Is required under eectton 47(a) (3) 
with respe:et~ to such property, 
or for any taxable yeaF thereafter. 

" ( 5) OTHER DEFINITroNs.-For purposes of 
thJs subsection-

" (A) Sln,p..coKSTRUCTED PaOPEaTT. - '1'11e 
term 'self-constructed property" means: prop­
erty more than half of the construction ex­
penditures for which it ts reasonable to be­
lieve Will be made directly by the taxpayer. 

"(B) NoN-SELF-CONSTRVC'llED PROPEaTY.­
The term •non -self -constructed property' 
means property which is not self-constructed 
property. 

.. {C) CONSTRUCTION, ..JITC.-The term 'con­
struction• includes reconstruction and erec­
tion, and the term •constructed' includes re­
constructed and erected.. 

"(D) ONLY coNsnucnoN o• SECTION aa 

PROPERTY TO BE TAKEN INTO ACCOUNT.-Con­
struction shall be taken into account only 
1!, for purposes of this subpart, expenditures 
therefor are properly chargeable to capital 
account with respect to the property. 

"(6) ELECTION.-An election under this 
subsection may be made at such time and in 
such manner as the Secretary or his delegate 
may by regulations prescribe. Such an elec­
tion shall apply to the taxable year for which 
made and to all subsequent taxable years. 
Such an election, once made, may not be re­
voked except with the consent of the Secre­
tary or his delegate. 

.. (7) TaANSrriONAL RULES.-The quallfled 
investment taken into account under this 
subsection for any taxable year beginning 
before January 1, 1980, with respect to any 
property shall be (in lleu or the full amount) 
an amount equal to the sum or-

••(A) the applicable percentage or the filii 
amount determined under the following 
table: 

.. For a taxable year The applicable 
beginning in: percentage ls: 

1974 or 1975------------------------ 20 
1976 ------------------------------- 40 
1977 ------------------------------ 60 
1978 ------------------------------ 80 
1979 ------------------------------- 100; plus 

.. (B) in the case of any property to which 
this subsection applied for one or more pre­
ceding taxable years. 20 percent of the full 
amount for each such preceding taxable 
year. 
For purposes of this paragraph. the term 
'full amount', when used with respect to any 
property for any taxable year, means the 
amount of the qualltled investment for such 
property for such year determined under this 
subsection without regard to this paragraph." 

(b) CONFOR:JIUNG AMENDMENTS.-
( 1) .Al!.mNDMl!NT OF SECTION 46 (C) .-Section 

46{c) (relating to qualified investment) 1s 
amended by adding at the end thereof the 
following new paragraph: 

"(4) CoORDINATION WITH SUBSECTION (d).­
The amount which would (but for this para­
graph) be treated as qualltled investment 
under this subsection with respect to any 
property shall be reduced (but not below 
zero) by any amount treated by tbe taxpayer 
or a predecessor of the taxpayer (or. in the 
case of a sale and leaseback described 1n 
section 47(a) (3) (C), by the lessee) as quali­
fied Investment with respect to such prop· 
erty under subsection (d)), to the extent 
the amount so treated has not been re­
quired to be recaptured by reason of section 
47(a) (3) ." 

(2) DisPoSITION, ETC.-
(A) Subsection (a) of section 47 (relat­

ing to certain dispositions. etc., of section 38 
property) is amended by redesignating para­
graph (3) as paragraph (4) and by inserting 
after paragraph (2) the following new para­
graph: 

"(3) PROPERTY CEASES TO BE PROGRESS EX• 
PENDITUJU!: PROPERTY.-

0'(A) lN GJ:NERAL.-It during any taxable 
year any property taken into account ln de­
termining qualified investment under section 
46(d) ceases (by reason of sale or other dis­
position, cancellation or abandonment of 
contract. or otherwise) to be, with respect to 
the taxpayer. property which, when placed 1n 
service. wtn be new section 38 property. then 
the tax under th.ls chapter for such taxable 
yea.r shall be increased by an amount equal 
to the aggregate decrease in the credits al· 
lowed under section 38 for all prior taxable 
years which would have resulted solely from 
reducing to zero the quallfted investment 
taken into account with respect to such 
property. 

"(B) CERTAIN EXCESS CREDrr RECAPTUalm.­
Any amount which would have been applied 
as a reduction of the qua.lltled investment 
in property by reason of paragraph (4) of 
aection 46(c} but for the fact that a reduc-

tlon under such paragraph cannot reduce 
qua.lltled investment below zero shall be 
treated as an amount required to be recap­
~ured under subparagraph (A) for the tax­
able year in which the property is placed in 
servlce. 

" (C) CERTAIN SALES AND LEASEBACKS.­
Unde.r regulations prescribed by the Secre­
tary or his delegate, a sale by, and leaseback 
to, a. taxpayer who, when the property ls 
placed 1n service, wlll be a lessee to whom 
section 48(d) applles shall not be treated 
as a cessation described in subparagraph (A) 
to the extent that the qualltled investment 
which wm be passed through to the lessee 
under section 48 (d) with respect to such 
property does not exceed the quallfted prog­
ress expenditmes properly taken into ac­
count by the lessee with respe~ ~ such 
property. 

"(D) COORDINATION WITH PAlt.AG:aAPH (1) .­

It after property is placed in service, there 
is a disposition or other cessation descl'lbed 
in paragraph ( 1) , paragraph ( 1) shall be 
applied as 1! any credit which was allowable 
by reason or section 46(d) and which has 
not been required to be recaptured before 
such cessation were allowable for the taxable 
year the property was placed in service." 

(C) CLERICAL AHENDMENTS.-
(1) Paragraph (4) of section 47(a.) (as 

redesignated by subsection (b} (3) (A) of thiS 
section) ls amended by strlklng out "para.­
graph ( 1) " and inserting 1n lieu thereof 
"paragraph {1) or (3) ". 

(2) Paragraphs (5) and {6) (B) of section 
47 {a) are each amended by striking out 
"paragraph ( 3) " and inserting in lieu there­
of "paragraph ( 4) ". 

(3) Paragraphs (1) and (2) of section 
48(d) are each amended by strlklng out 
"section 46 (d) ( 1) " and Inserting 1n lieu 
thereof "section 46 {e) ( 1) ". 

(4) Subsection {f) o! section 50B 1s 
amended by striking out "section 46(d)" and 
Inserting in lieu thereof "section 46 (e) ". 
SEC. 303. CHANG:&: IN CORPORATE TAX Jt.ATES AND 

INCREASE IN SURTAX EXBMPTION, 
(a) TAX RATEs.--sectlon 11 {relating to 

tax imposed on corporations) is amended­
(1) (A) by striking out "and•' at the end 

of subsection (b) (1), 
(B) by striking out the period at the end 

of subsection {b) (2) and inserting in lieu 
thereof a comma and "to Which paragraph 
(3) does not apply, and", &.nn 

{C) by adding at the end of subsection (b) 
the following new paragraph: 

"(3) 18 percent, In the case of a taxable 
year beginning after December 31, 1974, and 
before January 1, 1976.", 

(2) (A) by striking out "'and" at the end of 
subsection (c) (2), 

(B) by striking out the period at the end 
of subsection (c) (3) and inserting in lieu 
thereof a comma and "to whlch paragraph 
(4) does not apply, and'", and 

(C) l>y adding at the end of subsection (e) 
the following new paragraph: 

"(4) 30 percent, In the case or a taxable 
year beginning after December 31, 1974, and 
before January 1, 1976.". 

(b) SURTAX EXEKPTION.-Bectfon ll(d) 
(relating to surtax exemption) 1s amended by 
strik1ng out "$25,000" and inserting in lieu 
thereof "$50,000". 

(c) TECHNICAL AND CONFORMING AMEND· 
KEN'l'S.-

(1) Paragraph (1) of section 1561(&) (as 
1n eifect for taxable years beginning after 
December 31, 1974) (relating to ltm1tatlons 
on certain multiple tax benefits in the case 
of certain controlled corporations) ls 
amended by striking out "$25,000" and In­
serting ln lieu thereof "$50,ooo··. 

(2) Paragraph (7) of section 12 (relating 
to cross references for ~ on corporations) Is 
amended by strlking out "t25.ooo•• and in­
serting 1n lieu thereof "$50.000". 

(3) Section 962(c) (relating to surtax ex­
emption for lndivlduals ele~ to be sub­
ject to tax at corporate rates) 1s amended by 
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striking and "$25,000" and inserting in lieu 
thereof "$50,000". 
SEC. 304. EFFECTIVE DATES. 

(a) SECTION 302.-The amendments made 
by section 302 shall apply to taxable years 
ending after December 31, 1974. 

(b) SECI'ION 303.-
(1) IN GENERAL.-The amendments made 

by section 303 apply to taxable years ending 
after December 31, 1974. Such amendments 
shall cease to apply for taxable years ending 
after December 31, 1975. 

(2) CHANGES TREATED AS CHANGES IN TAX 
RATE.-Section 21 (relating to change in rates 
during taxable year) is amended by adding 
at the end thereof the following new sub­
section: 

"(f) INCREASE IN SURTAX EXEMPTION.-In 
applying subsection (a) to a taxable year of a 
taxpayer which is not a calendar year, the 
change made by section 303(b) of the Tax 
Reduction Act of 1975 in section ll(d) (re­
lating to corporate surtax exemption) shall 
be treated as a change in a rate of tax." 
TITLE IV-CHANGES AFFECTING INDI-

VIDUALS AND CORPORATIONS 
SEC. 401. REPEAL OF EXCISE TAX ON MOTOR 

VEHICLES. 
(a) IN GENERAL.-Part I of subchapter A of 

chapter 32 (relating to manufacturer's excise 
tax on motor vehicles) is repealed. 

(b) FLOOR STOCKS REFUNDS.-
(!) IN GENERAL.-Where, before the day 

after the date of enactment of this Act, any 
tax repealed article (as defined in subsection 
(e)) has been sold by the manufacturer, pro­
ducer, or importer and on such day is held by 
a dealer and has not been used and is in­
tended for sale, there shall be credited or 
refunded (without interest) to the manufac­
turer, producer, or importer an amount equal 
to the tax paid by such xr.anufacturer, pro­
ducer, or importer on his sale of the article, 
if-

(A) a claim for such credit or refund is 
filed with the Secretary of the Treasury or 
his delegate before the first day of the tenth 
calendar month beginning after the day 
after the date of enactment of this Act based 
upon a request submitted to the manufac­
turer, producer, or importer before the first 
day of the seventh calendar month begin­
ning after the day after the date of enact­
ment of this Act by the dealer who hei<.: the 
article in respect of which the credit or re­
fund is claimed; and 

(B) on or before the first day of such tenth 
calendar month reimbursement has been 
made to the dealer by the manufacturer, pl'O­
ducer, or importer in an amount equal to 
the tax paid on the article or written con­
sent has been obtained from the dealer to 
allowance of the credit or refund. 

(2) LIMITATION ON ELIGIBILITY FOR CREDIT 
oR REFUND.-No manufacturer, producer, or 
importer shall be entitled to a credit or re­
fund under paragraph ( 1) unless he has in 
his possession such evidence of the inven­
tories with respect to which the credit or l'e­
fund is claimed as may be required by regu­
lations prescribed by the Secretary of the 
Treasury or his delegate under this subsec­
tion. 

(3) OTHER LAWS APPLICABLE.-All provisions 
of law, including penalties, which were ap­
plicable with respect to the taxes imposed 
by part I of subchapter A of chapter 32 of 
the Internal Revenue Code of 1954, as in 
effect on the day before the date of enact­
ment of this Act, shall, insofar as applicable 
and not inconsistent with paragraphs (1) 
and (2) of this subsection, apply in respect 
to the credits and refuLds provided for in 
paragraph (1) to the same extent as if the 
credits or refunds constituted overpayment 
of the tax. 

(C) REFUNDS WITH RESPECT TO CERTAIN 
CONSUMER PURCHASES.-

( 1) IN GENERAL.-Except as otherwise pro­
vided in paragraph (2), where, with respect 
to an article which was subject to a tax im­
posed under part I of subchapter A of chap-

ter 32 of such Code (as in effect on the day 
before the enactment of this Act), a tax re­
pealed article (as defined in subsection (e) ) 
has been sold to an ultimate purchaser after 
March 13, 1975, and on or before such date 
of enactment, there shall be credited or re­
funded (without interest) to the manufac­
turer, producer, or importer of such article 
an amount equal to the tax paid by such 
manufacturer, producer, or importer on his 
sale of the article. 

(2) LIMITATION ON ELIGIBILITY FOR CREDIT 
OR REFUND.-No manufacturer, producer, or 
importer shall be entitled to a credit or re­
fund under paragraph (1) with respect to 
an article unless-

(A) he has in his possession such evidence 
of the sale of the article to an ultimate pur­
chaser, and of the reimbursement of the tax 
to such purchaser, as may be required by 
regulations prescribed by the Secretary of the 
Treasury or his delegate under this subsec­
tion; 

(B) a claim for such credit or refund is 
filed with the Secretary of the Treasury or 
his delegate before the first day of the tenth 
calendar month oeginning after the day 
after the date of the enactment of this A.Jt 
based upon information submitted to the 
manufacturer, producer, or importer before 
the first day of the seventh calendar month 
beginning after the day after the date of the 
enactment of this Act by the person who sold 
the article (in respect of which the credit 
or refund is claimed) to the ultimate pur­
chaser; and 

(C) on or before the first day of such 
tenth calendar month reimbursement has 
been made to the ultimate purchaser in an 
amount equal to the tax paid on the article. 

(3) OTHER LAWS APPLICABLE.-All provisions 
of law, including penalties, were applicable 
with respect to taxes imposed under part I 
of subchapter A of chapter 32 of the Internal 
Revenue Code of 1954, as in effect on the 
day before the date of enactment of this Act, 
shall, insofar as applicable and not incon­
sistent with paragraph (1) or (2) of this 
subsection, apply in respect of credits and 
refunds provided for in paragraph ( 1) to the 
same extent as if the credits or refunds con­
stituted overpayments of the tax. 

(d) CERTAIN USES BY MANUFACTURER, ETC.­
Any tax by reason of section 4218(a) of the 
Internal Revenue Code 1954 (relating to use 
by manufacturer or importer considered 
sale) is deemed an overpayment of such tax 
with respect to any article which was subject 
to a tax imposed under part I of subchapter 
A of chapter 32 of such Code as in effect on 
the day before the date of the enactment of 
this Act if the tax was imposed on such 
article by reason of such section 4218(a) 
after March 13, 1975. 

(e) DEFINITION. For purposes of this 
section-

( 1) The term "dealer" includes a whole­
saler, jobber, distributor, or retailer. 

(2) An article shall be considered as "held 
by a dealer" if title thereto has passed to 
such dealer (whether or not delivery to him 
has been made) and if for purposes of con­
sumption title to such article or possession 
thereof has not at any time been transferred 
to any person other than a dealer. 

( 3) The term "tax-repealed article" means 
an article on which a tax was imposed under 
part I of subchapter A of chapter 32 of the 
Internal Revenue Code of 1954 as in effect 
on the day before the date of the enactment 
of this Act and is not imposed under such 
subchapter as in effed on the day after the 
date of enactment of this Act. 

(f) EFFECTIVE DATE.-
(1) The amendment made by subsection 

(a) applies with respect to articles sold after 
the date of enactment of this Act. 

(2) For purposes of paragraph (1), an 
article shall not be considered sold before 
the day after the date of enactment of this 
Act unless possession or the right to posses­
sion passes to the pl.U'Chaser before such 
day. 

(3) In the case of­
( A) a lease, 
(B) a contract for the sale of an article 

where it is provided that the price shall be 
paid by installments and title to the article 
sold does not pass until a future date not" 
withstanding partial payment by install­
ments, 

(C) a conditional sale, or 
(D) a chattel mortgage arrangement 

wherein it is provided that the sale price 
shall be paid in installments, 
entered into before March 14, 1975, payments 
after such date with respect to the article 
leased or sold shall, for purposes of this 
subsection, be considered as payments made 
with respect to an article sold after such 
date, if the lessor or vendor establishes that 
the amount of payments payable after such 
date with respect to such article has been 
reduced by an amount equal to that portion 
of the tax applicable with respect to the 
lease or sale of such article which is due and 
payable after such date. If the lessor or ven­
dor does not establish that the payments 
have been so reduced, they shall be treated as 
payments made in respect of an article sold 
before such date. 

Amend the title so as to read: "An Act 
to amend the Internal Revenue Code of 1954 
to provide for a refund of 1974 individual in­
come taxes, to provide a tax credit in Ueu of 
the personal exemption deduction, to provide 
a credit for certain earned income, to in­
crease the investment credit and the corpo­
rate surtax exemption, and for other pur­
poses." 

Mr. LONG. Reserving the right to ob­
ject, is that on an amendment which has 
been reported upon? 

Mr. CHILES. It was. 
The PRESIDING OFFICER. Without 

objection, the Senator may proceed. 
Mr. CHILES. Mr. President, I have 

orne sheet.s that would show the effect 
of this amendment. Basically, what it 
would do is to scale down the amendment 
as reported out by the Finance Commit­
tee after recommittal, and would provide 
that where the income tax refund was 
going to be $8.1 billion, it would be scaled 
down $2.1 billion by reducing the maxi­
mum tax rebate to $150 and the mini­
mum to $75. 

Then on the $200 exemption, it would 
scale that down from $200 to $185 re­
ducing the revenue loss by $2.1 billion. 

Then it would eliminate the 1 per­
cent rate decrease on the first $4,000. On 
the credit for home purchases it would 
leave that the same way that it came 
out with the Mansfield substitute. In 
total, this bill would reduce the revenue 
loss by $10 billion compared to the bill 
we are working on now. 

It would provide that there would be 
a total revenue loss for the bill of $19.4 
billion as opposed to the Mansfield sub­
stitute which was $31.2 billion. 

Over $2 billion have been added on 
the floor so it would be up to over $33 
billion, less the moneys that were picked 
up in the depletion allowance and the 
foreign tax credit, which is some $3.5 bil­
lion there. 

I think when we were adopting the 
recommittal motion we had some direc­
tion that we were going to clean the bill 
up. Many of us felt, even when we were 
adopting that, that the bill was much too 
high, especially when we found that the 
Mansfield recommittal motion had actu­
ally added dollars to what the Finance 
Committee had come out with originally. 

Now we see the amendments that have 
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been adopted on the floor have run this 
up a couple more billion dollars. I think 
what we are talking about now is whether 
we are going to come out of here with 
a balloon. 

The House is at some $21 billion. If 
we come out at over $30 billion and we 
are trying to tell the American people 
that we are attempting to restore their 
confidence with a tax cut, I am not sure 
whether we are really restoring their 
confidence when they look around and 
find out that we are now talking about a 
deficit of over $80 billion. We do not 
know where that is going to end up. 

The whole trigger of a tax cut is to 
try to restore confidence. If you have 
that tax cut and the people are scared 
to death that you are being irresponsible 
and that you are running a deficit of 
over $80 billion, they are just going to 
take this money and put it in their sock. 
They are going to put it anywhere they 
can except spend it and put it in the 
economy because they wlll know a worse 
day is coming aroWld the corner to­
morrow. 

Mr. President, with the announcement 
of a tax cut and the publicity which 
would go with such an announcement, I 
believe that it is necessary that guides 
be established that so much of it has to 
be spent to be received if we are going 
to obtain any benefit from such a tax 
cut. There is the investment tax credit 
and yet you are giving something to the 
lower income groups, too. You give to 
the lower income groups because it is 
hoped that they will spend it. 

I think, by following this procedure, 
and keeping the tax cut down to under 
$20 billion, you would have all of the 
benefits that you could possibly have by 
a tax cut. 

Maybe we will have some shred of try­
ing to have confidence with the Ameri­
can people when we start talking about 
this deficit. 

I am confident right now that the 
whole economy would react faster than 
anything else if we were talking about 
reducing our expenditures $10 billion and 
giving that back to the people in the 
form of a tax cut. It would show that we 
have some kind of a handle and some 
kind of control. 

But we have now gotten into a situa­
tion in which we are told that the more 
we spend and the more we rebate the 
better things are going to be. If that is 
true, why are we talking about a $30 bil­
lion tax cut? Why not have a $100 bil­
lion tax cut? Why are we talking about 
an $80 billion de:flcit? Why not have a 
$100 billion deficit and get back to the 
roses and honey? I think most of us 
realize that unless we do something 
about the confidence of the American 
people we are still going to be in trouble. 

Right now if everybody who has not 
bought a car was to decide that now is 
the time to buy one, and if everybody 
who has held off doing anything at their 
house would decide now is the time to 
do it, that would do more to restore con­
fidence than all of the deficits and all 
of the tax dribblings that we can do. 

Now we have this bill on the floor and 
it has become sort of a Christmas tree. 
We started writing some tax reform and 

, 
-

we started putting a little bit of every­
thing into it. 

I think we have gotton completely off 
the track where we started with it being 
a tax cut, a simple tax cut bill. 

What this bill I propose would try to 
~o would be to bring it back to that, bring 
1t back to some kind of sanity of a tax 
cut bill, and get it passed so that we 
could get a bill passed and get on with 
the business of what we a1·e trying to do. 

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

Mr. CHILES. I yield. 
Mr. HOLLINGS. Mr. President, I am 

very sympathetic with the position of 
the Senator from Florida in his amend­
ment. However, since we have been able 
for the first time in the history of Con­
gress to do as we did on yesterday: 
namely, enact almost a $4 bUlion tax 
saving for the people-I want to make 
certain that that tax saving for the 
people is not eliminated, that the Holl­
ings amendment is not quite cleaned by 
the amendment of the Senator from 
Florida. In that event. I think I can sup­
port it. But I would have to almost rely 
on the House to clean it up and vote 
for any kind of tax bill so I can hold the 
tax depletion provision and be cleaned 
up by the House rather than falling into 
entrapment on the floor of the Senate. 

Is the oil depletion amendment af­
fected by the amendment of the Senator 
from Florida? 

Mr. CHILES. I do not think it is. We 
tried to take the bill as it was yesterday 
afternoon, with the amendments that 
had been adopted yesterday afternoon, 
and work on the substitute from there. 
We should check that. 

Mr. HOLLINGS. This would apply to 
sections 1, 2, and 3. We added the new 
section with the depletion amendment. 
This would not at all affect section 4? 

Mr. CHILES. This would not, but I 
want to make that clear and make sure, 
because if it would, I would modify it 
right now. It is not my purpose or intent 
to change that at all. I was trying to work 
from where we were yesterday. 

Mr. HOLLINGS. Will the Senator 
make the request that if a modification 
is necessary, it be modified so as not to 
modify that section? 

Mr. CHILES. I make the unanimous­
consent request that, if it is necessary to 
be modified, it not be modified to affect 
section 4. 

The PRESIDING OFFICER CMr. 
PEARSON). Is there objection? The Chair 
hears none, and it is so ordered. 

The modification is as follows: 
Insert in the appropriate place: 

TAXATION OF FOREIGN AND DOMESTIC 
OIL AND GAS INCOME AND RELATED 
INCOME 

PART I-TAX TREATMENT OF Fo~GN On. RE­
LATED INCOME, TAXATION OF EARNINGS AND 
PRorrrs OF CONTROLLED FOREIGN CORPORA­
TIONS, CEB.TAIN DISC INCOME, AND TB.EAT­
MENT FOR PuRPOSES OJ' THE lNvEsTMEN'l' 
CREDIT OF CERTAIN PROPERTY UsED :lN INTE.a­
NATXONAL OR TER.arrOJUAL WATERS 

SEC. 101. ELIMXNATION OF FOREIGN TAX CREDIT 
FOR TAXES PAID IN CONNECTION 
WITH FOREIGN 0JL RELATED IN­
COME; SPECIAL RATE OF TAX FOB 
SucH INCOME 

(a.) EL:rMINATION OF TAX CREDIT-Section 
901(a.) of the Internal Revenue Code of 

1954 (relating to foreign taxes on mineral 
income) is amended by adding at the end 
thereof the following: 

"(3) TERMINATION OF CREDIT FOR :FOREIGN 
TAXES ON OIL-RELATED INCOME.-

"(A) In the case of a corporation. n o credit 
is allowed under this subpart f or income, 
war profits, or excess profits taxes paid or 
accrued during the taxable >ear to any for­
eign country or posses..c'fon of the United 
States with respect to foreign oil-related 
income. from sources within such country or 
possession. 

"(B) FOREIGN on. RELATED XNCOME.-The 
term 'foreign oil related income' means the 
taxable income derived from sources out­
side the United States and its possessions 
from-

" (i) the extraction (by the taxpayer or any 
other person) of minerals from oil or gas 
wells. 

(ii) the processing of such minerals into 
their primary products. 

"(iii) the transportation of such minerals 
or primary products, 

" (iv) the distribution or sale of such min­
erals or primary products, or 

"(v) the sale or exchange ot assets used 
in the trade or business described in clause 
(I). (ii), (ill), or {lv). 

"(C) DIVIDENDS, PARTNERSHIP DISTRIBU­
TIONS, ETC.-The term 'foreign oil related in­
come' includes-

"(i) dividends from a foreign corporation 
in respect of which taxes are deemed paid 
by the taxpayer under section 902. 

"(ii) amounts with respect to which taxes 
are deemed paid under section 960(a). and 

"(iii) the taxpayer's distributive share of 
the income of parnerships, 
to the extent such dividends, amounts, or 
distributive share is attributable to foreign 
oil related income. 

•• (D) CERTAIN LOS3ES.-If for any foreign 
country far any taxable year the taxpayer 
would have a net operating loss if only 
items from sources within such country (in­
cluding deductions properly apportioned or 
allocated thereto) which relate to the ex­
traction of minerals from oil or gas wells 
were taken into account in computing for~ 
eign oil related income for such year. 

"(E) DISREGARD OF CERTAIN POSTED PRICES, 
ETC.-For purposes of this chapter, in deter­
mining the amount of taxable income in the 
case of foreign oil and gas extraction income, 
if the oil or gas is disposed of, or is acquired 
other than from the government of a foreign 
country, at a posted price (or other pricing 
arrangement) which differs from the :fair 
market value for such oil or gas, such fair 
market value shall be used in lieu of such 
posted price {or other pricing arrangement). 
For purposes of this subparagraph, the. term 
'foreign on and gas extraction income' means 
foreign oil related income described in sub­
paragraph (B) {1) and income derived from 
sources without the United States and its 
possessions from the sale or exchange of as. 
sets used in connection with the foreign oil 
related income described in subparagraph 
(B) {i) .". 

(b) TAXATION OF FOREIGN OIL RELATED IN­
COME.-

( 1) Section 11 (e) of such Code (relating 
to exceptions from tax imposed on corpora­
tions) is amended to read as follows: 

"(c) ExCEPTIONS.-
" ( 1) FOREIGN OIL RELATED INCOME.-8Ub• 

section (a) does not apply to foreign oil 
related income (as defined by section 901 
(e) {3)(B)). 

(2) CERTAIN CORPORATIONS.-8Ubsection (a) 
does not apply to a corporation subject to a 
tax imposed by-

"(A) section 594 (relating to mutual sav­
ings banks conducting ll!e insurance bust· 
ness), 
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"(B) subchapter L (section 801 and follow­

ing, relating to insurance companies), or 
" (C) subchapter M (section 851 and follow­

ing, relating to regulated investment com­
panies and real estate Investment trusts):·. 

(2) Part II of subchapter A of cha.pteir 1 
of such Code (relating to tax on corpora­
tions) is amended by redesignating section 
12 as 13 and by inserting after section 11 
the following new section: 
"SEC. 12. FOREIGN On. RELATED INCOME. 

" (a.) IN GENERAL.-There is imposed for 
each taxable year a. tax of 24 percent on the 
taxable income of every corporation which 
is foreign oil related income (as defined in 
section 904(e) (3) (B)). 

"(b) ExCEPTION.-8ubsection (a) does not 
apply to any corporation described in section 
ll(e)(2). 

"(c) REGULATIONs.-The Secretary or his 
delegate shall prescribe such regulations as 
may be necessary to carry out the provisions 
of this section, including, but not limited 
to, regulations providing that deductions, 
credits, and other computations properly 
allocable to computing foreign oll related 
income are properly allocated in computing 
such income.". 

(3) The table of sections for such part is 
amended by striking out the item relating 
to section 12 and inserting in lieu thereof 
the following: 
"Sec. 12. Foreign oll related Income. 
"Sec. 13. Cross references relating to tax on 

corporations.". 
(c) The amendments made in this section 

apply to taxable years beginning after the 
date of enactment of this Act. 
SEC. 102. TAXATION OF EARNINGS AND PROFITS 

OF CONTROLLED FOREIGN CORPORA• 
TIONS. 

(a.) Part III of subchapter N of chapter 1 
of the Internal Revenue Code of 1954 (re• 
lating to income from sources without the 
United States) is amended by inserting after 
subpart II thereof the following new sub· 
part: 
"Subpart !-controlled foreign corporations 
"Sec. 985. Amounts included in gross In-

come of United States share­
holders. 

"Sec. 986. Definitions. 
"Sec. 987. Rules for dete1•m1ning stock own­

ership. 
"Sec. 988. Exclusion from gross income of 

previously taxed earnings and 
profits. 

"Sec. 989. Adjustments to basis of stock in 
controlled foreign corporations 
and of other property. 

"Sec. 990. Records and accounts of United 
States shareholders. 

"SEC. 985. AMOUNTS INCLUDED IN GROSS IN­
COME OF UNITED STATES SHARE• 
HOLDERS. 

"(a) AMOUNTS INCLUDED.-
" ( 1) IN GENERAL.-If a foreign corporation 

Is a controlled foreign corporation for an un­
interrupted period of 30 days or more during 
any taxable year, every United States share­
holder of such corporation who owns (with­
in the meaning of section 987 (a) ) stock in 
such corporation on the last day in such year 
on which such corporation is a controlled 
foreign corporation shall include in its gross 
income, for its taxable year in which or with 
which such taxable year of the corporation 
ends, its pro rata share of the corporation's 
earnings and profits for such year. 

"(2) PRO RATA SHARE OF EARNINGS AND PROF­
lTS.-A United States shareholder's pro rata 
share referred to in paragraph ( 1) 1s the 
amount--

"(A) which would have been distributed 
with respect to the stock which such share­
holder owns (within the meaning of section 
987(a)) in such corporation 11 on the last 
day, in its taxable year, on which the corpo­
ration fs a controlled foreign corporation 

it had distributed pro rata. to its shareholders 
an amount (1) which bears the same ratio to 
its ea.rnings and profits for the taxable year, 
as (11) the part of such year during which 
the corporation is a controlled foreign cor­
poration bears to the entire year, reduced by 

"(B) an amount (i) which bears the same 
ratio to the amount determined under sub· 
paragraph (A), a.s (ll) the part of such year 
described in subparagraph (A) (U) during 
which such shareholder did not own (with­
in the meaning of section 987(a)) such stock 
bears to the entire year. 

"(b) EARNING AND PROFIT.-For purposes 
of this subpart, under regulations prescribed 
by the Secretary or his delegate, the earnings 
and profits of any foreign corporation, and 
the deficit in earnings and profits of any for­
eign corporation, for any taxable year-

"(1) except as provided in section 312(m) 
( 3) , shall be determined according to rules 
substantially simlla.r to those applicable to 
domestic corporations. 

"(2) shall be appropriately adjusted for 
deficits in earnings and profits of such cor­
poration for any prior taxable year beginning 
after the date of the enactment of the Trade 
Reform Act of 1974. 

..(3) shall not include any item of income 
which is effectively connected with the con­
duct by such corporation of a trade or busi­
ness within the United States unless such 
item is exempt from taxation (or ls subject 
to a reduced rate of tax) pursuant to a 
treaty obligation of the United States, and 

.. ( 4) shall not include any amount of earn­
ings and profits which could not have been 
distributed by such corporation because of 
currency or other restrictions or limitations 
imposed under the laws of any foreign coun­
try. 

•• (C) COORDINATION WITH ELEcTION 011' A 
FOREIGN INVESTMENT CoMPANY To DJSTIUB'O'ft 
INcoME-A United States shareholder who, 
for his taxable year, is a qualified share­
holder (within the meaning of section 1247 
(c)) of a foreign investment company with 
respect to which an election under section 
1247 1s in effect shall not be required to in­
clude in gross income, for such taxable year, 
any amount under subsection (a) with re­
spect to such company. 

..(d) CooRDINATION WITH FoREIGN PER­
soNAL HOLDING COMPANY PROVISIONS.-In the 
case of a United States shareholder who, for 
his taxable year, Is subject to tax under sec­
tion 551 (b) (relating to foreign personal 
holding company income included In gross 
income of United States shareholders) on 
income of a controlled foreign corporation, 
the amount required to be included in gross 
income by such shareholder under subsec­
tion (a) with respect to such company shall 
be reduced by the amount included in gross 
income by such shareholder under section 
551(b). 
"'SEC. 986. DEFINITIONS. 

"{a) UNITED STATES SHAREHOLDER DE .. 
FINED.-For purposes of this subpart, the 
term 'United States shareholder• means, with 
respect to any foreign corporation, a Unitecl 
States person (as defined in section 957(d)) 
who owns (within the meaning o1 section 
987 (a) ) , or is considered as owning by ap­
plying the rules of ownership of section 987 
(b) , 1 percent or more of the total combined 
voting power of all classes of stock entitled 
to vote of such foreign corporation. 

•• (b) CONTROLLED FOREIGN CORPORATION 
DEFINED.-For purposes of this subpart, the 
term •controlled foreign corporation' means 
any foreign corporation of which more than 
50 percent of the total combined voting power 
of all classes of stock entitled to vote is 
owned (within the meaning of section 987 
(a)), or is considered as owned by applying 
the rules of ownership of section 987 (b) , by 
United States shareholders on any day during 
the taxable year of such foreign corporation. 

"SEC. 987. RULES i'OR DETERMINING STOCK 
OWNERSHIP. 

., (a) DIRECT AND INDIRECT OWNERSHIP.­
"(1) GENERAL RULE.-For purposes of this 

subpart, stock owned means-
" (A) stock owned directly, and 
"(B) stock owned with the application of 

paragraph (2). 
"(2) STOCK OWNERSHIP THROUGH FOREIGN 

ENTITIES.-For purposes of sul'pa.ra.graph (B) 
of paragraph (1), stock owned, directly or in­
directly, by or for a foreign corporation or 
foreign estate (within the meaning of section 
770l(a.) (31)) or by or for a partnership or 
trust shall be considered as being owned pro­
portionately by Its shareholders, partners, or 
beneficiaries. Stock considered to be owned 
by a person by reason of the appllcatlon of 
the preceding sentence shall, for puropses 
of applying such sentence, be treated as ac­
tually owned by such person. 

••(b) CoNSTRUCTIVE OWNERSHIP.-For pur­
poses of section 986, section 318(a) (relating 
to constructive ownership of stock) shall 
apply to the extent that the effect is to 
treat any United States person as a United 
States shareholder within the meaning of 
section 986 (a.), or to treat a foreign corpora· 
tion as a controlled foreign corporation un­
der section 986 (b) , except tha.t--

.. (1) in applying paragraph (1) (A) of sec­
tion 318(a), the stock owned by an unresi­
dent allen individual (other than a foreign 
trust or a foreign estate) shall not be con­
sidered a.s owned by a citizen or by a resi­
dent alien individual. 

.. (2) in applying subparagraphs (A), (B), 
and (C) of section 318(a) (2). if a partner­
ship, estate, trust, or corporation owns, di­
rectly or indirectly, more than 50 percent of 
the total combined voting power of all classes 
of stock entitled to vote of a corporation, it 
shall be considered as owning all of the stock 
entitled to vote. 

"(3) in applying subpa1·agra.ph (C) of sec­
tion 318(a.) (2), the phrase '10 percent' shall 
be substituted for the phrase •5o percent' 
used in subparagraph (C), and 
subparagraphs (A), (B), and (C) of section 
318(a) (3) shall not be applied so a.s to con­
sider a United States person as owning stock 
which is owned by a person who is not a 
United States person. 
"SEC. 988. EXCLUSION FROM GROSS INCOME OF 

PREVIOUSLY TAXED EARNINGS A:ND 

PROFITS. 
., (a) EXCLUSION FROM GROSS !NCOME.-For 

purposes of this chapter, the earnings and 
profits for a taxable year of a foreign corpora­
tion attributable to amounts which are, or 
have been, included in the gross Income of a 
United States shareholder under section 985 
(a), shall not, when such amounts are dis­
tributed directly, or indirectly through a 
chain of ownership described under section 
987(a), to-

"(1) such shareholder (or any other United 
states person who acquires from any person 
any portion of the interest of such United 
States shareholder in such foreign corpora­
tion, but only to the extent of such portion, 
and subject to such proof of the identity of 
such interest a.s the Secretary or his dele­
gate may by regulations prescribe), or 

"(2) a trust (other than a foreign trust) 
of which such shareholder is a beneficiary, 
be again Included in the gross income of 
such United States shareholder (or of such 
United States person or of such trust). 

"(b) ExCLUSION FROM GROSS !NCOJ4E OF 
CERTAIN FOREIGN SUBSIDIAJUES.-For purposes 
of section 985 (a.), the earnings and profits 
for a taxable year of a controlled foreign 
co1-poration attributable to amounts which 
are, or have been, included in the gross in­
come of a United States shareholder unde1· 
section 985(a.), shall not, when distributed 
through a chaln o! ownership described un­
der section 987(a), be also included in the 
gross income of another controlled foreign 
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corporation In such chain for purposes of 
the application of section 985(a) to such 
other controlled foreign corporation with re­
spect to such United States shareholder (or 
to any other United States shareholder who 
acquires from any person any portion of the 
interest of such United States shareholder 
in the controlled foreign corpora t ion, but 
only to the extent of such portion , and sub­
ject to such proof of identity of su ch in t erest, 
!l t he Secretary or his delegate may p escribe 
by regulations). 

"(c) ALLOCATION OF DISTRmUTIONS.- For 
purposes of subsections (a) and (b) , section 
316(a) shall be applied by applying para­
graph (2) thereof, and then p aragraph (1) 
t hereof-

" (!) first, t;, earnings and profits a ttr ibut­
able to amounts included in gross income 
under section 985(a), and 

"(2) then to other ear nings and p rofits. 
" (d) DISTRmUTIONS EXCLUDED FROM GROSS 

INCOME NOT To BE TREATED AS DIVIDENDS.­
Any distribution excluded from gross income 
under subsection (a) shall be t reated, for 
purposes of this chapter, as a d ist ribut ion 
which is not a dividend. 
"SEC. 989. ADJUSTMENTS TO BASIS OF STOCK IN 

CONTROLLED FOREIGN CORPORA• 
TIONS AND OF OTHER PROPERTY. 

" (a) INCREASE IN BASIS.-Un der regulations 
prescribed by the Secretary or his delegate, 
the basis of a United St ates shareholder's 
stock in a controlled foreign corporation, and 
the basis of property of a United States 
shareholder by reason of which it is con­
sidered under section 987(a) (2) as owning 
stock of a controlled foreign corporation, 
shall be increased by the amount required to 
be included in its gross income u n der sec­
tion 985(a) with respect to such stock or 
with respect to such property, as the case 
may be, but only to the extent to which 
such amount was included in the gross in­
come of such United States shareholder. 

"(b) REDUCI'ION IN BASIS.-
" ( 1) IN GENERAL.-Under regulat ions pre­

scribed by the Secretary or his delegate, the 
adjusted basis of stock or other property 
with respect to which a United States share­
holder or a United States person receives an 
amount which is excluded from gross in­
come under section 988 (a) shall be reduced 
by the amount so excluded. 

"(2) AMOUNT IN EXCESS OF BASIS.-TO the 
extent that an amount excluded from gross 
income under section 988 (a) exceeds the 
adjusted basis of the stock of other property 
with respect to which it is received, the 
amount shall be treated as gain f rom the 
sale or exchange of property. 
"SEC. 990. RECORDS AND ACCOUNTS OF UNITED 

STATES SHAREHOLDERS. 
"(a) RECORDS AND ACCOUNTS To BE MAIN• 

TAINED.-The Secreta1·y or his delegate may 
by regulations require each person who is, 
or has been, a United States shareholder of 
a controlled foreign corporation to maintain 
such records and accounts as may be pre­
scribed by such regulations as necessary to 
carry out the provisions of this subpart. 

"(b) TWO OR MORE PERSONS REQUIRED To 
r..IAINTAIN OR FURNISH THE SAME RECORDS AND 
ACCOUNTS WITH RESPECT TO THE SAME FOR• 
EIGN CORPORATION.-Where, but for this SUb· 
section, two or more persons would be re­
quired to maintain or furnish the same 
records and accounts as may by regulations 
be required under subsection (a) with re­
spect to the same controlled foreign corpo­
ration for the same period, the Secreta1·y or 
his delegate may by regulations provide that 
the maintenance or furnishing of such rec­
ords and accounts by only one such person 
shall satisfy the requirements of subsection 
( a) for such other persons.". 

(b) TECHNICAL AND CONFOR.I'liNG AMEND• 
1\ll!.NTS.-

(1) Section 864(c) (4) (D) of such Code is 
amended to read as follows: 

"(D) No income from sources "'ithout t he 

-

United States shall be treated as effectively 
connected with the conduct of a trade or 
business within the United States if it con­
sists of dividends, interest, or royalties paid 
by a foreign corporation in which the tax­
payer owns (within the meaning of section 
958(a)), or is considered as owning (by ap­
plying the ownership rules of section 958 
(b)), more than 50 percent of the total com­
bined voting power of all classes of stock 
entitled to vote.". 

(2) Section 951 of such Code is amended 
by adding at the end t hereof the following: 

"(e) TAXABLE YEARS ENDING AFTER ENACT• 
MENT OF THE TRADE REFORM ACT OF 1974.-No 
amount shall be required to be included in 
the gross income of a United States share­
holder under subsection (a) (other than 
paragraph (1) (A) (ii), or paragraph (1) (B) 
of such subsection) with respect to a t axable 
year of a controlled foreign corporation be­
ginning after the date of the enactment of 
the Trade Reform Act of 1974.". 

(3) Section 1016(a) (20) of such Code is 
a.mended by striking out "section 961" and 
inserting in lieu thereof "sections 961 and 
990". 

(4) Section 1246(a) (2) (B) of such Code 1s 
amended by inserting "or 985" after "section 
951" and by inserting "or 988" after "section 
959.". 

(5) Sect ion 1248(d) (1) of such Code is 
amended to read as follows: 

"(1) AMOUNTS INCLUDED IN GROSS INCOME 
UNDER SECTION 951 OR 985.-Earnings and 
profits of the foreign corporation attribut­
able to any amount previously included in 
the gross income of such person under sec­
tion 951 or 985, with respect to the stock sold 
or exchanged, but only to the extent the in­
clusion of such amount did not result in an 
exclusion of an amount from gross income 
under section 959 or 988.". 

(c) The table of subparts of part III of 
subchapter N of chapter I of the Internal 
Revenue Code of 1954 is amended by adding 
at the end thereof the following: 
"Subpart I. Controlled foreign corporations.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to taxable years of foreign corporations be­
ginning after the date of the enactment of 
this Act, and to taxable years of United 
States shareholders within which or with 
which such taxable years of such foreign 
corporation end. 
SEC. 103. DENIAL OF DISC BENEFITS WITH RE­

SPECT TO ENERGY RESOURCES AND OTHER 
PRODUCTS 
(a) AMENDMENT OF SECTION 993(C) (2) .­

Section 993(c) (2) (relating to property ex­
cluded from export property) is amended by 
striking out "or" at the end of subparagraph 
(A), by striking out the period at the end 
of subparagraph (B) and inserting in lieu 
thereof ", or", and by adding at the end 
thereof the following: 

" (C) products of a charac·ter with respect 
to which a deduction for depletion is al­
lowable (including oil, gas, coal, or uranium 
products) under section 611. 

"(D) agricultural and horticultural com­
modities and products (including but not 
limited to livestock, poultry, fish, and ftu·­
bearing animals) , or 

"(E) products the export of which is pro­
hibited or curtailed under section 4(b) of 
the Export Administration Act of 1969 
(50 U.S.C. App. 2403(b)) to effectuate the 
policy set forth in paragraph (2) (A) of 
section 3 of such Act (relating to the pro­
tection of the domestic economy). 
Subparagraphs (C) and (D) shall not apply 
to any commodity or product at least 50 per­
cent of the fair market value of which is 
attributable to manufacturing or processing, 
except that subparagraph (C) shall apply to 
any primary product from oil, gas, coal, or 
uranium. For purposes of the preceding sen­
tence, the term 'processing' does not include 
extracting or harvesting, handling, packing, 
packaging, grading, storing, or t ran sporting.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to sales, 
exchanges, and other disp~sitions made after 
March 18, 1975, in taxable years ending after 
such date. 
SEC. 104. TREATMENT FOR PURPOSES OF THE 

INVESTMENT CREDIT OF CERTAIN PROPERTY 
USED JN INTERNATIONAL OR TERRITORIAL 
WATERS. 
(a) AMENDMENTS TO 1954 CODE.-
(1) IN GENERAL.-Clause (x) of sect ion 

48(a) (2) (B) (relating to property used out­
side the United States) is amended by strik­
ing out "t erritorial waters" and inserting in 
lieu thereof "territorial waters within the 
nort hern portion of t he Western Hemls­
p 1ere". 

(2) DEFINITION.--Subparagraph (B) of sec­
tion 48(a) (2) is amended by adding at the 
end t hereof the following new sentence: "For 
purposes of clause (x), the term 'northern 
portion of the Western Hemisphere' means 
the area lying west of the 30th meridian west 
of Greenwich, east of the international date­
line, and north of the Equator, but not in­
cluding any foreign country which is a coun­
try of Sout h America." 

(b) EFFECTIVE DATE.-
( 1) IN GENERAL.-The amendments made 

by subsection (a) shall apply to property, 
the construction, reconstruction, or erection 
of which was completed after March 18, 1975, 
or the acquisition of which by the taxpayer 
occurred after such date. 

(2) BINDING CONTRACT.-The amendments 
made by subsection (a) shall not apply to 
property constructed, reconstructed, erected, 
or acquired plirsuant to a contract which 
was, on April 1, 1974, and at all times there­
after, binding on the taxpayer. 

(3) CERTAIN LEASE-BACK TRANSACTIONS, 
ETc.-Where a person who is a party to a 
binding contract described in paragraph (2) 
transfers rights in such contract (or in the 
property to which such contract relates) to 
another person but a party to such contract 
retains a right to use the property under a 
lease with such other person, then to the 
extent of the transferred rights such other 
person shall for purposes of paragraph (2), 
succeed to the position of the transferor with 
respect to such binding contract and such 
property. The preceding sentence shall apply, 
in any case in which the lessor does not make 
an election under section 48(d) of the In­
ternal Revenue Code of 1954, only if a party 
to such contract retains a right to use the 
property under a long-term lease. 
PART II-PERCENTAGE DEPLETION IN CASE OF 

OIL AND GAS WELLS 
SEC. 411. LIMITATIONS ON PERCENTAGE DEPLE­

TION FOR OIL AND GAS. 
(a) IN GENERAL.-Part I of subchapter I 

of chapter 1 (relating to natural resoUI'ces) 
is amended by inserting after section 613 the 
following new section: 
"SEC. 613A. LIMITATIONS ON PERCENTAGE DE­

PLETION IN CASE OF OIL AND 
GAS WELLS 

" (a) GENERAL RuLE.-Except as otherwise 
provided in this section, the allowance for 
depletion under section 611 with respect to 
any oil or gas well shall be computed without 
regard to section 613. 

"(b) EXEMPTION FOR CERTAIN Do:MESTIC 
GAS WELLS.-

"(1) IN GENERAL.-The allowance for de­
pletion under section 611 shall be computed 
in accordance with section 613 with respect 
to-

"(A) wells producing regulated natural 
gas. 

"(B) wells producing natural gas sold un­
der a fixed contract, and 

" (C) any geothermal deposits in the United 
States or in a possession of the United Staus 
coming within the meaning of the term 'geo­
thermal steam and associated resources' as 
found in the Geothermal Steam Act of 19'10, 
84 St at. 1566. 
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"(2) DEFINrnoNs.-For purposes of this 

subsection-
.. (A) NATURAL GAS SOLD lTNDEil A FIXED 

coNTRAcr.-The term •natural gas sold under 
a fixed contract' means domestic natural gas 
sold by the producer under a contract, ln 
effect on February 1, 1975, and all times 
~'.erea.fter before such sale, under which the 
price for such gas cannot be adjusted to re­
flect to any extent the increase ln liablll­
ties of the seller for tax under this chapter 
by reason of the repeal of percentage de­
pletion. Price Increases subsequent to Feb­
ruary 1, 1975, shall be presumed to take In­
creases in tax liablllties into account unless 
the taxpayer demonstrates to the contrary by 
clear and convincing evidence. 

•• (B) REGl.JLATED NATtJRAL GAS.-The term 
•regulated natural gas' means domestic nat­
ural gas produced and sold by the producer, 
prior to July 1, 1976, subject to the juris­
diction of the Federal Power Commission, the 
price for which has not been adjusted to re­
.flect to any extent the increase 1n llabUlty 
of the seller for tax by reason of the repeal 
of percentage depletion. Price increases sub­
sequent to February 1, 1975, shall be pre­
sumed to take increases in tax Itabll!ties into 
account unless the taxpayer demonstrates 
the contrary by clear and convincing evi­
dence. 

" (c) SMALL PRODUCER ExEMPTION.-
.. ( 1) IN GENERAL.-Except as provided in 

subsection (d), the allowance for depletion 
under section 611 shall be computed ln ac­
cordance with section 613 with respect to-

"(A) so much of the taxpayer's average 
dally production of domestic crude on as 
does not exceed 2,000 barrels, plus, in case 
such production is less than 2,000 barrels, 
and 

"(B) so much of the taxpayer's average 
dally production of domestic natural gas as 
does not exceed 12,000,000 cubic feet reduced 
by that fraction of 12,000,000 which the aver­
age dally production of domestic crude oil is 
of 2,000 barrels. 
If the taxpayer elects to have subparagraph 
(A) apply to any amount below 2,000 barrels, 
the amount of barrels specified by him, and 
such amount shall constitute the numerator 
of the fraction in applying subparagraph 
(B). 

"(2) AVERAGE D.An.Y PRODUCTION.-For pur­
poses of paragraph ( 1)-

"(A) the taxpayer's average dally produc­
tion of domestic crude oil or natural gas 
shall be determined by dividing his aggre• 
gate production of domestic crude oil or nat­
ural gas, as the case may be, during the 
taxable year by the number of days in such 
taxable year, and 

.. (B) in the case of a taxpayer holding a 
partial interest in the production from any 
property (including an interest held in a 
partnership) such taxpayer's production 
shall be considered to be that amount of 
such production determined by multiplying 
the total production of such property by 
the taxpayer's percentage participation in 
the revenues from such property. 
In applying this subsection, there shall not 
be taken into account the production of nat­
ural gas with respect to which subsection 
(b) applies. 

" ( 3) ExEMPTION TO BE DETERMINED ON A 
PROPORTIONATE BASIS.-

"(A) DoMESTIC CRUDE OIL.-If the prQ4 
ducer's average dally production of domestic 
crude oil exceeds 2,000 barrels, the barrels to 
which paragraph ( 1) applies shall be deter­
mined by taking from the production of each 
property a number of barrels which bears 
the same proportion to the total production 
of the producer for such year from such 
property as 2,000 barrels bears to the aggre­
gate number of barrels representing the 
average dally production of domestic crude 
oil of the producer for such year. 

"(B) DOMESTIC NATURAL GAS.-I! the pro­
ducer's average dally production of domestic 
uatural gas exceed 12,000,000 cubic feet, the 

production to which paragraph ( 1) applies 
shall be determined ·by taking from the pro­
duction of each property a number of cubic 
feet of natural gas which bears the same 
proportion to the total production of the 
taxpayer for such year from such property 
as 12,000,000 cubic feet bears to the · aggre­
gate number of cubic feet representing the 
average dally production of domestic natural 
gas of the producer for such year. 

"(4) REDUCTION OF EXEMPTIONS.-If the 
exemptions of 2,000 barrels and 12,000,000 
cubic feet are reduced upon the application 
of paragraph (5), the amount of the reduced 
exemption in barrels shall be substituted for 
the figure of 2,000 barrels in applying para­
graphs (1) and (3), and the amount of the 
reduced exemption in cubic feet shall be 
substituted for the figure of 12,000,000 cubic 
feet in applying such paragraphs. 

" ( 5) BUSINESS UNDER COMMON CONTROL: 
:MEMBERS OF THE SAME FAMILY.-

"(A) COMPONENT MEMBERS OF CONTROLLED 
GROUP TREATED AS ONE TAXPAYER.-For pur­
poses of this subsection, persons who are 
members of the same controlled group of 
corporations shall be treated as one taxpayer. 

"(B) AGGREGATION OF BUSINESS ENTITmS 
UNDER COMMON CONTROL.-If 50 percent or 
more of the beneficial interest in two or more 
corporations trusts, or estates is owned by 
the same or related persons (taking Into 
account only persons who own at least 5 
percent of such beneficial interest), the ex­
emptions provided by this subsection shall 
be allocated among all such entitles in pro­
portion to the respective production of 
domestic crude oil or natural gas, as the 
case may be, during the period in question 
by such entities. 

"(C) ALLOCATION AMONG MEMBERS OF THE 
SAME FAMILY .-In the case of individuals 
who are members of the same family, the 
exemptions provided by this subsection shall 
be allocated among such individual~ in pro­
pol·tion to the respective production of 
domestic crude oil or natural gas, as the case 
may be, during the period in question by 
such individuals. 

"(D) DEFINITION AND SPECIAL RULES.-For 
purposes of this paragraph-

"(!) the term 'controlled group of corpora­
tions' has the meaning given to such term 
by section 1563(a). except that section 1563 
(b) (2) shall not apply and except that 'more 
than 50 percent' shall be substituted for •at 
least 80 percent' each place it appears in 
section 1563 (a) , 

"(11) a person is a related person to another 
person if such persons are members of the 
same controlled group of corporations or 1f 
the relationship between such persons would 
result in a disallowance of losses under sec­
tion 267 or 707 (b), except that for this pur­
pose the family of an individual includes 
only his spouse and minor children, and 

"(Ul) the famlly of an individual includes 
only his spouse and minor children. 

" ( 6) TRANSFER OF OIL OR GAS PROPERTY.­
"(A) In the case of a transfer after Decem­

ber 31, 1974, of any proven on or gas prop­
erty, paragraph (1) shall not apply to the 
transferee with respect to his production of 
crude oil or natural gas from such property, 
and such production shall not be taken into 
account for any computation under this sub­
section. A property shall be treated as a 
proven oil or gas property if at the time of 
the transfer the principal value of the prop­
erty has been demonstrated by prospecting 
or exploration or discovery work. 

"(B) Subparagraph (A) shall not apply 
ln the case of-

"(i) a transfer of property at death, or 
" ( ii) the transfer In an exchange to which 

section 351 applies if following the exchange 
the exemptions provided by this subsection 
are allocated under partl.graph (5) between 
the transferor and transferee. 

"(d) LXMITATIONS OF APPLICATION OF SUB• 
SECTION (C) .-

"(1) LIMITATION BASED ON TAXABLE IN• 

coME.-The ctecluctlon for the taxable year 
attributable· to the appllcatlon of subsection 
(c) shall not exceed 50 percent of the tax­
payer's taxable income computed without re .. 
gardto-

.. (A) subsection (c), 

.. (B) any net operating loss carryback to 
the taxable year under section 172, and 

" (C) any capital loss carryback to the 
taxable year under section 1212(a) (1). 
If an amount ls disqualified as a deduction 
for the taxable year by reason of the appli­
cation of the preceding sentence, the disal­
lowed amount shall be treated as an amount 
allowable as a deduction upon the applica­
tion o! subsection (c) for the following tax­
able year, subject to the application of the 
preceding sentence to such taxable year. 

"(2) RETAILERS EXCLUDED.-8Ubsection (c) 
shall not apply in the case of any taxpayer 
who directly, or through a related person, 
sells on or natural gas, or any product de­
rived from oil or natural ga.s-

•'(A) through any retail outlet operated by 
the taxpayer or a related person, or 

"(B) to any person-
"(i) obligated under an agreement or con­

tract with the taxpayer or a related person to 
use a trademark, trade name, or service mark 
or name owned by such taxpayer or a related 
person, in marketing or distributing oil or 
natural gas or any product derived from on 
or natural gas, or 

"{11) given authority, pursuant to an 
agreement or contract with the taxpayer or 
a related person, to occupy premises owned, 
leased, or In any way controlled by the tax­
payer or a related person. 

.. (3) RELATED PERSON.-For purposes o! this 
subsection, a person is a related person with 
respect to the taxpayer if a significant owner­
ship interest in either the taxpayer or such 
person is held by the other, or if a third per­
son has a significant ownership interest in 
both the taxpayer and such person. For pur­
poses of the preceding sentence, the term 
'significant ownership interest• means-

.. (A) with respect to any corporation, 5 
percent or more l.n value of the outstanding 
stock of such corporation, 

.. (B) with respect to a partnership, 5 per­
cent or more interest in the profits or capital 
of such partnership, and 

.. (C) with respect to an estate or trust, 5 
percent or more of the beneficial interests 
in such estate or trust. 

.. ( 4) CERTAIN REFINERS EXCLUDED.-!! the 
taxpayer or a t•elated person engages in the 
refining of crude on, subsection (c) shall not 
apply to such taxpayer if on any day during 
the taxable year more than 50,000 barrels of 
oil were refined by the taxpayer or such 
person. 

.. {e) PLOWBACK LIMITATION.-
"(1) GENERAL RULE.-The deduction al­

lowed producers for depletion under this 
section shall not exceed for any taxable year 
an amount equal to the sum of the pro­
ducer's qualified investment and qualified 
investment carryover for the taxable year. 

"(2) QUALIFIED INVESTMENT.-For pur­
poses of paragraph (1), any person's quali­
fied investment for any taxable year is the 
amount paid or incurred by such person dur­
ing such taxable year (with respect to areas 
within the United States or a possession of 
the United States) for-

"(A) Intangible drilling and development 
costs; 

"(B) the following items if paid or in­
curred for the purpose of ascertaining the 
existence, location, extent, or quall.ty of any 
deposit of oil or gas within the United States 
or a possession of the United States: 

" ( i) aerial photography: 
.. ( 11) geological mapping: 
•• ( 111) airborne magnetometer surveys; 
"(iv) gravity meter surveys; 
" ( v) seismograph surveys; or 
•• (vi) s1m1lar geological and geophysical 

methods; 
.. (C) the construction, reconstruction. 

. 
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erection, or acquisition of the following 
items, but only if the . original use of sucb 
items begins with such person: 

"(i) depreciable assets used for the explo· 
ration for or the development of production 
of oil or gas (including development or pro­
duction from oil shale); converting oil shale, 
coal, or llquid hydrocarbons into on or gas; 
or refining oil or gas (but not beyond the 
primary product stage) ; 

"(ii) pipelines for gathering or transmit­
ting oil or gas, and facilities (such as pump­
ing stations) directly related to the use of 
such pipelines. 

"(D) secondary or tertiary recovery of oil 
or gas, including remedial work necessary to 
maintain or restore primary production, or 

"(E) the acquisition of oil and gas leases 
but the aggregate amount which may be 
taken into account under this subparagraph 
for any taxable period shall not exceed one­
third of the aggregate of the amounts which 
may be taken into account by the taxpayer 
under subparagraphs (A), (B), (C), and (D) 
for such period. 

"(3) QUALIFIED INVESTMENT CARRYOVER.­
For purposes of paragraph (1), a producer's 
qualified investment carryover shall be the 
amount, if any, by which the amount of the 
producer's qualified investment for the pre­
ceding taxable year exceeds so much of the 
deduction allowed for depletion as is com­
puted under section 613 by reason of sub­
section (c) (determined without regard to 
this subsection) for such preceding taxable 
\ear.". 
· ( 4) Paragraph ( 1) General Rule shall not 
pply in the case of deduction for depletion 

with respect to a producer's share of produc­
tion from royalty interest. 

" ( 5) DEFINITIONS.-For purposes Of this 
ection-

" ( 1) CRUDE oiL.-The term 'crude oil' in­
cludes a natural gas liquid recovered from a 
gas well in lease separators or field facilities. 

"(2) NATURAL GAS.-The term 'natural gas' 
means any product (other than crude oil) 
of an oil or gas well if a deduction for de­
pletion is allowable under section 611 with 
respect to such product. 

"(3) DoMESTIC.-The term 'domestic' refers 
to production from an oil or gas well lo­
cated in the United States or in a possession 
of the United States. 

"(4) BARREL.-The term 'barrel' means 42 
United States gallons.". 

(b) TECHNICAL AMENDl\tENTS.-
(1) Subparagraph (A) of section 613(b) 

(1) (relating to 22-percent depletion rate for 
certain minerals) is amended to read as fol­
lows: 

"-(A) oil and gas wells, to the extent allow­
able under section 613A; ". 

(2) The last sentence of paragraph (7) of 
section 613(b) (relating to 14-percent deple­
tion rate for certain other minerals) iS 
amended by striking out "or" at the end of 
subparagraph (A), by striking out the period 
at the end of subparagraph (B) and insert­
ing in lieu thereof "; or", and by adding at 
the end thereof the folloWing new subpa1·a· 
graph: 

"(C) oil or gas wells.". 
(c) EFFEcTIVE DATE.-The amendments 

made by this section shall take effect on 
Januro·y 1, 1975. 

Mr. DOLE. Mr. President, ·will the Sen­
ator yield? 

Mr. CHILES. I yield. 
Mr. DOLE. As I understand it, along 

the same line of questioning by the Sena­
tor from South Carolina, it would be in 
the form as finally adopted late yester­
day, so that it would still be a depletion 
allowance for the small independents-
2,000 barrels? 

Mr. CHILES. That is l'ight. I did not 
try to affect any of that. We just modified 
it to put in section 4 the \\ray it was. 

-
·~~~----

Mr. DOLE. Just the way it was, no 
changes? 

Mr. CHILES. No changes. 
Mr. DOLE. No other interpretation? 
Mr. CHILES. No change whatsoever. 
Mr. NUNN. Mr. President, will the Sen-

ator yield? 
Mr. CHILES. I yield. 
Mr. NUNN. Mr. President, I congratu­

late the Senator from Florida for spon­
soring this amendment, and I am proud 
to be one of the original sponsors. 

I started this week, which the Senate 
has devoted to debate on economic rem­
edies, fully a ware of the severe problems 
the people of our Nation are now experi­
encing with inflation, recession, and en­
ergy. I know that a tax-cut measure 
would be a stimulus to our economy, 
which we all know we need. However, the 
momentum here on the ft.oor of the Sen­
ate is building toward providing a stimu­
lus which will provide short-term relief 
followed by long-term problems. For this 
reason, I strongly support the move of 
the Senator from Florida to try to get the 
total package down to the amount in the 
measure passed by the House of Repre­
sentatives. 

Although I have been a Member of the 
U.S. Senate for only 2 years, I :find my­
self becoming more and more skeptical of 
the so-called economic experts. The "eco­
nomic experts" have testified that we 
need an economic stimulus in the amount 
of about $30 billion. 

However, in reviewing the record, I 
note that these same experts recom­
mended a reduction in taxes in 1971 and 
1972 as a stimulus to the tune of about 
$21 billion to pull the country out of the 
so-called recession. At that time, the 
politicians applauded, Congress acted, 
and we had their "bold stimulus." Now 
we have reaped the bitter harvest of 
these seeds-unemployment is substan­
tial and inft.ation has doubled. Of course 
there are other causes-energy, agricul­
ture, and a continuing patter~ of deficit 
:financing. Yet the underlymg factor 
beneath most all of our problems is the 
lack of consumer confidence which has 
spread rapidly tlu·oughout our Nation, 
affecting each citizen's own sense of 
security. 

I agree with the Senator from Florida 
when he says that restoration of the con­
fidence of the American people is the 
important focus now. We must recognize 
that the confidence of the American peo­
ple has deteriorated because of inft.ation. 
We did not start off this recession be­
cause of a slack in our economy. It 
started because the economy was over­
heated and inft.ated which in turn caused 
the loss of confidence and the subsequent 
loss of consumer purchases. 

Yet we now see the same experts offer­
ing the same advice applauded by the 
same politicians. The Senate's recipe will 
feed the American worker dessert for 
about 3 months in the form of the tax 
rebate. The main course to follow-in­
creased inflation and interest rates­
will place the American worker right 
back into the circle I mentioned above. 

Mr. President, I fear the American 
working man and woman is being de­
ceived. A tax rebate will provide anini­
tial benefit of about $200 to the average 
family. This will help in the short term-

4 to 6 months. The overheated Federal 
spending and deficit :financing, accom­
panied by massive borrowing, will push 
inft.ation and interest rates way up. The 
workers' initial benefit will be erased and 
his income and purchasing power 
plunged even lower by the hidden tax of 
inft.ation. 

I know that the Keynesian philosophy 
is widely accepted by Members of Con­
gress. I know that many experts, whether 
they agree with the Keynesian philos­
ophy or not, will agree that you cannot 
make it work when you apply only 50 
percent of it. What we in Congress are 
good at doing is applying the pleasant 
50 percent of Keynesian philosophy. 
That part is to cut taxes and to raise 
spending. History shows clearly, however, 
when the time comes for the other un­
pleasant 50 percent to be applied, there 
are very few people around who can be 
found to voice that view. That part of 
the so-called economic philosophy is to 
cool off our economy, either by lowering 
expenditures or by increasing taxes. 

If some of my colleagues in the Senate 
had been at the Budget Committee meet­
ing yesterday afte1noon and had seen 
the charts and heard the presentation 
there, I believe there would be a dampen­
ing of enthusiasm for the tax package 
we have before us in the amount of 
about $32 billion. 

A couple of months ago, the President 
of the United States proposed that we 
have a total deficit of about $52 billion. 
This proposal included a tax cut in the 
amount of $16 billion. Since that time, 
due to both Executive and congressional 
action-including anticipated action by 
Congress that has not yet occurred­
that deficit is now projected by the 
Budget Committee to be closer to $80 bil­
lion. That means that even without this 
tax cut, what the President and all his 
advisers described as a horrible deficit 
in the amount of $50 billion would still 
be with us if we did not pass one penny 
of tax reduction. The $80 billion figure 
is now considereu an optimistic deficit­
not just a realistic deficit, but an 
optimistic deficit. 

Of course, the Budget Committee is a 
new concept. The Budget Committee has 
just been formed, and I do not think it 
could have been formed at a more 
difficult period in our economic history. 
Yet, the members are going to be 
judged-and the new budgetary process 
is going to be judged-by the action 
Congress takes this year. 

The discouraging part about yestel'· 
day's presentation, strange as it may 
seem, was not the projected deficit figure 
of $80 billion, but the more likely deficit 
that we are leading to, based on the 
rep01·ts of the various authorizing com­
mittees.When you consider the presenta­
tions to the Budget Committee by the 
authorizing committees as to what they 
anticipate, add it all up and include the 
tax package that came out of the Com­
mittee on Finance, the potential deficit 
that we may incur in fiscal year 1976 
is not $80 billion, but $122 billion. 

One event that is ocurring in America 
that so few people understand is that 
because of the accumulated deficits and 
expenditm·e patterns of the Federal Gov­
ernment-not just for 1 year-the 
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private capital market is dying. Last 
year, the Federal Government borrowed 
62 percent of all available funds. Based 
on the trends that are taking place right 
now, that figure will go up dramatically. 

Mr. President, I believe that very few 
good things come out of a recession. Very 
few good things will come out of the eco­
nomic period with which we are now 
plagued. Unemployment is high. People 
are su:il'ering. Our elderly people and 
people on fixed incomes are having an 
extremely difficult time. I believe we must 
take steps and we are taking steps to 
alleviate that pain. We must do that even 
as we know we are going to have to 
increase expenditures. 

I am not one of those who believe that 
we can have a balanced budget, an abso­
lutely balanced budget, every year; nor 
am I one of those who believe that we 
can balance this year's budget with the 
revenues going down at a very rapid rate. 
I do believe, however, that if we are go­
ing to restore any degree of confidence 
by the American people-regardless of 
what the theoretical economists may tell 
us-we are not going to restore confi­
dence with a $90 billion to $100 billion 
deficit. That will never happen. What we 
inust do with the Federal budget is to 
show a surplus in years when the econ­
omy is booming. Instead, we have had 
increasing budget deficits even in good 
years. Our goal in this Congress must be 
to have an overall balanced budget over 
a period ot years. 

Mr. President, I believe that we mark 
a responsible course in congressional 
spending, even though it may not be the 
best formula politically-even though we 
may lose votes by our action. 

Since Worid War II, we have had many 
deficits, but we have never had a period 
in which accumulated deficits came any­
where near what the fiscal year 1975 
deficit is going to be and what the 1976 
projection will reach. 

I fear that we are dealing in a self­
defeating circular reacticn. In our sin­
cere efforts to deal with our economic 
problems, we are going to preclude any 
kind of future recovery. Just when the 
economy starts to recover, and I believe 
it will begin to recov~r by re~son of this 
stimulus-just as that starts to happen­
businesses will be borrowing more money, 
consumers will be spending more money 
and borrowing more money for automo­
biles and homes; however, at the same 
time, the Government is going to be 
dominating the capital borrowing 
mat·ket. 

We are not taking this tax cut out of 
1·evenue. _We are taking it out of bor­
rowed funds. At this point in our Treas­
ury, ev~ry dollar spent is a dollar bor­
rowed. The Government will have to 

- compete with every consumer, every 
businessman, and every private company 
in the fall of 1975 and in calendar year 
1976 in order to borrow enough money 
·to pay for this. 

One of the most discouraging items 
that I heard yesterday afternoon from 
our economist on the Committee on the 
Budget is that, contrary. to what some 
people have said, we are not going to 
reap the benefit of this depleted revenue 

' as a reward for cutting taxes. In other 
words, the idea is to stimulate the econ­
omy, increase the l'evenue, and thereby 

reduce future deficits. The maximum 
that we can expect to recover by reason 
of this revenue loss during fiscal year 
1976, according to testimony yesterday, 
is 25 percent of the total. So the chronic 
merry-go-round we are on is ·going to 
get worse and worse. 

For example, at a 56-percent rate of 
inflation a family making $12,000 per 
year is losing $60 per month in spend­
able income. The tax legislation we are 
considering, coupled with other antici­
pated spending, will push the rate of in­
flation back to 12 percent, or even more. 
That inflation would cause the family to 
lose $120 per month in spendable in­
come. So it is easy to see that a $200 to 
$300 tax 1·ebate would be wiped out by 
inflation within several months. 

What, then, can we do? I believe we 
can pass the amendment the Senator 
from Florida and I offered and do our 
utmost, in addition to cutting down this 
tax package and at the same time giving 
needed relief to both consumers and 
businessmen, to devise some kind of 
trigger mechanism to react to overheated 
Federal spending. If my fears are cor­
rect, as recovery starts and we get into 
an overheated situation with interest 
rates going right back up, we need to 
dampen Federal expenditures. I hope our 
Committee on the Budget will work to­
ward that end. I strongly believe we need 
a mechanism that as the economy re­
covers, will begin to dampen the ill ef­
fects of the Federal deficits. 

I congratulate the Senator from Flor­
ida for proposing this amendment. As 
unpopular as it may be to administer 
painful medicine, I think it is needed. 
My own hope in terms of support or 
·opposition to this total tax package cer­
tainly will have to be determined based 
on the outcome of this particular amend­
ment or the Bumpers amendment that 
would also reduce the total amount of 
the bill. I am under no illusion that we 
are likely to secure majority passage. 
Neither am I under any illusion that 
Congress can pass a bill that is going to 
increase our Federal deficit by this much 
without corresponding damage and hope, 
at the same time, to restore the con­
fidence of the American people. 

In every recession we have had in this 
country, the seeds have been sown for 
a higher rate of inflation. We went into 
this recession with about 12 percent in­
:flation. I shudder to think what we may 
come out with in 1976 and 1977. _ 

Mr. CHILES. I thank the distinguished 
Senator from Georgia for his remarks. 
I think he has added eloquently to the 
thrust of the amendment, which is what 
I feel and what I think the distinguished 
Senator from Georgia feels is the PW'Pose 
of this bill when we started off talking 
about a tax cut. That was to try to give 
some stimulus to the economy. If we 
look at some of the items that we have 
added in the bill we were working on 
prior to this substitute, we are not talk­
ing about stimulus to the economy in 
some of those items we put in. It became 
something that was a little bit of tax 
reform, a little bit of something for 
everyone. And I hated to vote against 
some of those amendments. 

Under other circumstances, on a tax 
reform bill--

Mr. l'cTUNN. Mr. President, I ask for 

order. The Senato1· from Florida is try­
ing to speak and because of the noise, 
it is difficult to hear, as close as I am. 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. NELSON. Mr. President, the Sen .. 
ate is not in order. There are Senators 
not in their seats. 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

The Senator may proceed. 
Mr. CHILES. Under other circum­

stances, I would have liked to vote for a 
number of those amendments, but I tried 
to come in here to vote for those things 
which I thought would stimulate the 
economy. I thought that really was what 
we were talking about in this tax pack­
age. I think we now have gotten so far 
out of sight of this. As the Senator 
pointed out, listening to those figures 
that are coming up in the Committee on 
the Budget, we see, almost no matter 
what kind of course we take, unless we 
are willing to cut some spending, that 
we are talking about at least $80 billion 
as a deficit. 

We know that there are other stimu­
lant bills coming along. We see that the 
House has passed a bill, an additional bill 
on public service jobs. I tl:ink the price 
tag on that was about $6 billion. We are 
seeing additional moves to add to the 
unemployment compensation. We know 
that is going to be coming along. 

Mr. NUNN. I might esk the Senator if, 
when some economist hollers "stimu­
late," that is not the equivalent--as far 
as Congress is concerned-of throwing 
Br'er Rabbit into the briar patch? Every­
body up here knows how to stimulate the 
economy and everybody has a particular 
way of doing it. Is that not just about 
what we now see coming forth? 

Mr. CHILES. That is absolutely cor­
rect. I thought what we were talking 
about in an economic game plan was 
that we were really going to get together 
the President with Congress and we were 
going to decide on a package that we 
could agree on-a total package that 
would be the tax cuts and the stimu­
lants-and that that would be a man­
ageable package that we could try to 
handle. Now, the way I see it going, the 
President goes in one dil·ection, and cer­
tainly his tax cut was lower than Con­
gress'. But we were talking, at one time, 
about a $52 billion deficit. Has the Sen­
ator heard anyone talking about a $52 
billion deficit lately? 

Mr. NUNN. That has disappeared 
from the face of the earth. We are not 
even in that universe. 

Mr. CHILES. Most people conserva­
tively estimate, and the Secretary of 
the Treasury, who, we know, is a fiscal 
conservative, now says it is $80 billion 
that he is talking about. That is the 
deficit that is facing us, so we know $52 
billion went out the window. Fifty-five 
billion dollars went out the window. We 
at·e now talking about $80 billion and 
we know that is not going to be the 
figure in the direction in which we are 
going, because we are talking about try­
ing to establish medical care now to the 
unemployed. The price tag on that is 
$2 billion to $3 billion. But that is good. 
Boy, we are all going to want to vote 
for that, as we wa.nt to vote for the ad­
ditional unemployment compensation. 

' 
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Somewhere along the line, and I think 

the distinguished Senator from Georgia 
recognizes this, it is kind of a cruel hoax 
to people to say, "We are going to give 
you $100, or, we are going to give you 
$200 this year, but we are really not 
doing anything about helping you save 
your job, or helping you so that that job 
will be there next year, or that we will 
crank this economy back up." 

Where do we reach the point where 
we will quit and are able to say, no, to 
some group because of the overall good 
and because of what we know to be the 
responsibility for the overall good? 

I have heard some people say-and I 
do not know how many they are. Maybe 
I am wrong in the numbers. I know I 
have heard some people say, .. I am going 
to vote against this tax bill; it has got­
ten too big. But I know it is going to 
pass." 

I have had that kind of feeling, that 
maybe I would just vote against the tax 
bill and let it pass. But somehow, I feel 
that we ought to try to have some kind 
of crack at seeing if we can get back to 
what would be a reasonable tax cut, 
and try to see whether there is a rea­
sonable place that we can vote for that. 

I know one man's idea of what is re­
sponsible is not another's, especially one 
Senator's. But it seems to me that, rather 
than just sit back the way I was going 
and say, "OK, we will let these amend­
ments be adopted, I will put my state­
ment in the record and just vote against 
the bill," that we should at some stage 
try to come back to where I think we 
started off in trying to set up a reason­
able tax cut-and that is just a little part 
of the job. The other job is what we do 
about that deficit that has been growing 
every day and what we do about that 
package of stimulants. Because we know, 
as the Senator knows, the economists tell 
us now there are two ways of stimulating. 
One is the tax cut and the other way, 
what they call the stimulant, is the def­
icit spending for public service and re­
lease of funds, however it is done. What 
we are doing is both, as fast as we pos­
sibly can, without anyone having a sort 
of meter on what is going out. 

The whole concept of the Budget Act 
and the Committee on the Budget, I 
thought, was that we were going to have 
a game plan to start with and we were 
going to know what the spending figure 
was. Even while we have been sitting in 
that Committee on the Budget, trying to 
come back with a spending figure for the 
floor to tell them what we thought we are 
going to spend-it is just like sitting in a 
gas station and watching those numbers 
go around on that pump, except that it is 
not pennies, it is billions. 

The way it has been running up, I do 
not know how we will ever get a chance 
long enough to get a figure on the floor, 
unless we say the figure this morning 
was $85 billion, so we think the after­
noon figure would probably be about $90 
billion. 

Mr. NUNN. I would like to ask the Sen­
ator from Florida if he will yield for a 
question. Does it not appear that the 
formula for political activity and may­
be political success, though I question 
the latter, is what the Senate is tmple-

-.· -

menting right now: decrease taxes, in­
crease expenditures, and dominate the 
money market by causing the Federal 
Government to borrow something like 68 
to 78 percent of all capital funds in this 
calendar year. Then Congress can shift 
the blame to the Federal Reserve Sys­
tem for all the resulting woes of our 
economy. 

I do not blame the Federal Reserve 
System for everything the Government 
has done, and I believe high interest 
rates are one of the most injurious mech­
anisms we can have. Nevertheless, I 
believe we in Congress must begin to 
stand up and assume our share of re­
sponsibility for the woes the Nation is 
now undergoing. The Federal Reserve 
System, in the fall of 1975, is going to 
have a couple of bitter choices: They are 
either going to have to dramatically in­
crease the money supply--

Mr. CHILES. Mr. President, may we 
have order? 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. NUNN. The Federal Reserve Sys­
tem is going to have a couple of bitter 
choices come the fall of 1975, as the Sen­
ator from Georgia sees it. They are 
either going to have to dramatically in­
crease the money supply, thereby dilut­
ing the value of every American dollar; 
or they are going to have to tighten up 
on the money supply and restrict the 
economy, which is what they have done 
since 1973. This will cause interest rates 
to go right back up, causing the person 
who is looking for an automobile or a 
home to go back and say, "I don't think 
I can afford it even if I have g"ot another 
$200 from a tax cut," because that inter­
est rate-the difference between 6.5 per­
cent and 9 percent on a 25-year or 30-
year mortgage-overwhelms the amount 
of the tax break that we are going to give 
the American people. 

I ask the Senator from Florida if in his 
experience-at least in mine this is 
true--the average income working peo­
ple in his State are not crying for relief 
from three things: burdensome taxes, 
high-interest rates, and excessive Gov­
ernment expenditures. 

Mr. CHll.JES. Absolutely, plus the fact 
that their money will not buy anything 
because of the inflation rate. 

I think the Senator from Georgia has 
put his finger right on it. There was a 
time when I thought all we had to do was 
hurry to Dr. Arthur Burns, shake him a 
little bit if we wanted to lower the rates 
from where they are today, and see that 
he manufactured money fast enough that 
no matter what our deficit, he supplied 
enough money into the money market not 
to cause the interest rates to tend to go 
up. 

That sounded to me like the best solu­
tion we could possibly find, and for the 
life of me I could not understand why 
we would have any problem with Dr. 
Burns in doing that. 

But finally it dawned on me, after 
listening to some of our experts, I got 
it through my head that yes, we are 
keeping interest rates down if we do that, 
but watch the spiral of inflation go up, 
because we went through that once with 
our last President. the President who just 

resigned. He wanted to heat up the econ­
omy a little bit just before the election, 
and he shook Arthur Burns a little bit at 
that time. He loosened up on the money 
supply, and things took off. But in addi­
tion to business taking off and the econ­
omy taking off, the infiation took off, 
and that is where we went from where 
we had been, where we thought we were 
so ahead of all the rest of the world, to 
where we spurted up into the present 
demand inflation. Yes, that changed after 
a while, when the energy and food short­
ages hit it, to a different kind of intia­
tion, but that was the trigger that set it 
off. 

The Senator from Florida understands 
that you just cannot manufacture that 
money and add it to the money supply 
as you keep the deficit spending going 
without watering everybody's dollar. We 
see right now our dollar is in more trouble 
on the world market. We have devalued 
it twice, and it probably should be de­
valued again, and there is no easy out. 

We keep looking for easy answers. Now 
we have taken people through the 
wringer, where we have the kind of un­
employment we now have in this coun­
try. Now we are talking about coming 
under control at 8 percent. We used to 
call that uncontrolled inflation, but now 
we are so happy we do not know what 
to do if it is no greater than that. Now 
that is dampening down, the interest 
rates are coming down, and the economy 
is at a place where the only thing that 
is holding back our economy right now 
is the confidence of the American people. 

Mr. NUNN. I agree with the Senator. 
Mr. CHILES. And if that confidence 

changed this afternoon, at 4 o'clock this 
afternoon we would be on the way to 
recovery. The confidence of the people­
how do we trigger that? I do not think 
we trigger it by passing a 30-some-bll­
lion-dollar tax bill, and following that 
with the kind of deficit we know is now 
probably going to be over $80 billion, and 
all of these other stimuli. We may crank 
it up again. We may crank up the econ­
omy again, but you and I know we 
would also have to be cranking up in­
flation, and inflation is what put us here 
to start with. 

Do we have to go back down the same 
row every time? You would think when 
we have plowed that row once, we would 
know where the curves are, and how to 
straighten out the furrow a little bit; I 
think that is what we are attempting to 
do with this amendment. 

Mr. NUNN. Does the Senator from 
Florida agree with the analysis I made 
a while ago about past history-and that 
we do not have to look very far to see 
that we are doing right now exactly what 
was done in 1971 and 1972-that the 
same people who advised then are still 
here right now, still the experts, still ad­
vising, and we are repeating the past 
history we have had? 

Mr. CHILES. Yes. As we know, some of 
these same people were there in the fall 
of last year, even before it turned, say­
ing, "Inflation is the problem; deal with 
the inflation. Do not worry about the 
recession and unemployment." And then 
suddenly they said, .. Well the recession 
went a lot faster than we thought it was 
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going to go; forget what we said." Now 
they are saying, "Just deal with the un­
employment and recession; there is so 
much slack in the economy you do not 
have to worry about lnfiation." 

But someday we have to pay the 
money back. The interest on the nation­
al debt, we know how that affects our 
conomy now. It just has to be paid back, 

and that is the lesson we seem to go 
over and over without learning. 

I yield to the Senator from South 
Carolina. 

Mr. HOLLINGS. Mr. President, for 
clarification, the Senator from Florida 
got unanimous consent to modify his 
amendment to include the action taken 
on oil depletion and related subjects on 
yesterday or today, and I think, in doing 
so, he sent to the desk a copy of the 
amendment taken from the CoNGRES­
SIONAL RECORD, pages 7770 to 7773 Or 
so, with the modifications, obviously, 
that I referred to, that wherever it said 
1,000 barrels, it has been changed to 
2,000 barrels, and wherever there ap­
peared 6 million cubic feet, it is 12 mil­
lion cubic feet, and that that one section 
as to the royalty owners, that the plow­
back does not apply to them, that sec­
tion 4 that was not included, but later 
adopted, now, by the Senate. 

That section 4 will appear at the bot­
tom of that middle paragraph of the sec­
tion on page 7773. That is the modified 
amendment that the Senator sent to the 
desk? 

Mr. CHILES. I think the Senator is 
correct in everything but the last provi­
sion, and I would be delighted to modify 
it to include that plowback, which I 
think was agreed to by everyone here. 

Mr. LONG. Mr. President, I must ob­
ject to Senators by unanimous consent 
putting together substitutes for the 
whole bill. We have a host of amend­
ments at the desk, and all those could 
be turned by Senators into complete 
substitutes for the entire bill, putting 
in pages and taking out pages, and that 
kind of thing could go on forever; so I 
must object to modifying the amend­
ment. 

The PRESIDING OFFICER. Objection 
is heard. 

Mr. CHn.ES. Mr. President, the yeas 
and nays have not been ordered on the 
amendment, have they? 

The PRESIDING OFFICER. No, the 
yeas and nays have not been ordered. 

Mr. CHILES. I think I am entitled to 
modify the amendment until such time 
as the yeas and nays have been ordered. 

The PRESIDING OFFICER. The 
Chair is advised that cloture has been 
invoked, and, objection having been 
heard, the Senator cannot modify his 
amendment. 

Mr. HOLLINGS. The Senator has al­
t•eady had unanimous consent. I think 
that the Chair would rule it would mod­
ify the amendment. I was just clarifying 
what he had sent to the desk. 

Mr. CHTI...ES. I had sent to the desk 
what we had unanimous consent on, 
and we will stand on what we had bY 
unanimous consent. 

Mr. HOLLINGS. That is t•ight. 
Mr. DOLE. Mr. President, will the 

Senator yield? Maybe the Senator from 
South Carolina can make a statement 
on it. It may make a difference in how 
many of us vote on the amendment. 

As the Senator from Kansas under­
stands it, we have the Hollings amend­
ment as amended by the Bartlett amend­
ment. 

Mr. HOLLINGS. That is correct. I 
want the Senator from Oklahoma to 
look at it. 

Mr. LONG. Mr. Pt·esident, what we 
now have pending is a Chiles amendment 
in the nature of a substitute for the en­
tire bill. 

Mr. PERCY assumed the chair. 
Mr. LONG. Now, I would like to ask 

the Chair if this is correct: If this is 
agreed to, does that cut off all other 
amendments? 

The PRESIDING OFFICER (Mr. 
PERCY). The Senator is con·ect. 

Mr. LONG. So no other Senator can 
offer his amendment. 

The PRESIDING OFFICER. That is 
correct. 

Mr. LONG. In addition to that, does it 
delete all of the amendments that the 
Senate has agreed to? That is, all the 
amendments we have agreed to today 
since we started voting today? 

The PRESIDING OFFICER. If the 
substitute is adopted, no other amend­
ments agreed to by the Senate previously 
would be a part of the bill. 

Mr. LONG. All right. 
If this substitute is agreed to, it stlikes 

down all the other amendments that 
have been agreed to by the Senate, in­
cluding the Dole amendment, and it 
means that Senators then would be pre­
cluded from offering their amendments 
which are at the desk; is that col'l'ect? 

The PRESIDING OFFICER. The Sen­
ator is correct. 

Mr. LONG. Well, Mr. President, I 
hardly think the Senators want to pro­
ceed in that fashion. I move to lay the 
amendment on the table. 

The PRESIDING OFFICER. The 
question i.s on agreeing to the motion 
to lay on the table Mr. CHILES' amend­
ment. 

Mr. CHILES. I ask for the yeas and 
the nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The assistant legislative clerk called 

the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator from Missouri <Mr. 
SYMINGTON) is necessarily absent. 

Mr. GRIFFIN. I announce that the 
Senator from Oregon <Mr. PACKWOOD) 
and the Senator from Alaska <Mr. 
STEVENs) are necessarily absent. 

I further announce that the Senator 
from Ohio (Mr. TAFT) is absent due to 
illness. 

I further announce that, if present 
and voting, the Senator from Ohio <Mr. 
TAFT) would vote "nay." 

The result was announced-yeas 54, 
nays 41, as follows: 

[Rollcall Vote No. 102 Leg.] 
YEAS-54 

Abourezk Hart, Gary W. 
Bayh Hart, Philip A. 
Bentsen Hartke 
Brooke Haskell 
Bumpers Hathaway 
Byrd, Robert c. Huddleston 
Cannon Humphrey 
Case Inouye 
Church JacksOn 
Clark Javits 
Cranston Kennedy 
Culver Leahy 
Eastland Long 
Fong Magnuson 
Ford Mathias 
Glenn McGee 
Gravel Mcintyre 
Griffin Mondale 

Allen 
Balter 
Bartlett 
Beall 
Bellmon 
Bid en 
Brock 
Buckley 
Burdick 
Byrd, 

Harry F., Jr. 
Chiles 
Curtis 
Dole 
Domenici 

NAY8-41 
Eagleton 
Fannin 
Garn 
Goldwater 
Hansen 
Hatfield 
Helms 
Hollings 
HrUska 
Johnston 
Laxalt 
Mansfield 
McClellan 
McClure 
McGovern 

Montoya 
Moss 
Muskie 
Nelson 
Pastore 
Fercy 
Proxmire 
Randoiph 
Ribicoff 
Schweiker 
Scott, Hugh 
Sparkman 
Stevenson 
Talmadge 
Thurmond 
Tunney 
Weicker 
Williams 

Metcalf 
Morgan 
Nunn 
l::'earson 
Pell 
Rot h 
Scott, 

WilliamL. 
Stafford 
Stennis 
Stone 
Tower 
Young 

NOT VOTING-4 

Packwood 
Stevens 

Symington Taft 

So the motion to lay on the table was 
agreed to. 

Mr. LONG. Mr. President, I move to 
reconsider the vote by which the motion 
was agreed to. 

Mr. ROBERT C. BYRD. I move to la ' 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

Under the previous order, the Sen­
ator from West Virginia is recognized. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that instead of 
my calling up my amendment at this 
time, that I be allowed to follow Mr. 
BuMPERS. I ask if we can call his amend­
ment up now. 

Mr. CURTIS. Mr. President, reserving 
the right to object--

Mr. ROBERT C. BYRD. My amend­
ment has no relation to his, but we are 
counting ballots on the New Hampshire 
election, and I would like to return there 
if I could at this point. 

If it would be agreeable to everyone, 
Mr. BuMPERS could go ahead of me. 

Mr. CURTIS. Does he have an amend­
ment? 

Mr. ROBERT C. BYRD. He has an 
amendment, yes. 

Mr. CURTIS. Very well. 
Mr. BROOKE. I did not understand 

the request. 
Mr. ROBERT C. BYRD. Under the pre­

vious unanimous-consent order, I am 
l'ecognized now to call up an amendment 
which I have at the desk, and there will 
be yea and nay vote on it. But Senator 
BuMPERS also has an amendment on 
which there will be a yea and nay vote. 

I was merely asking consent that I be 
dropped back one, let Mr. BUMPERS pro­
cee<.l with his amendment, and I will fol­
lowhim. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
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Mr. SPARKMAN. Mr. President, will 

the S..:nator yield for 30 seconds? 
Mr. BUMPERS. I yield. 

AMENDMENT OF THE NATIONAL 
INSURANCE DEVELOPMENT ACT 
OF 1975. 
Mr. SPARKMAN. Mr. President, I ask 

that the Chair lay before the Senate a 
message received from the House of 
Representatives on H.R. 2783. 

The PRESIDING OFFICER laid be­
fore the Senate H.R. 2783, an act to 
continue the national insurance devel­
opment program by extending the pres­
ent termination date of the program to 
April 30, 1979, and by extending the 
present date by which a plan for the 
liquidation and termination of the re­
insurance and direct insurance pro­
grams is to be submitted to the Con­
gress to April 30, 1982, which was read 
twice by its title. 

The Senate proceeded to consider the 
bill. 

Mr. SPARKMAN. Mr. President, I 
send to the desk an amendment. 

The PRES:'::>ING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

On page 4, strike out lines 4 through 14, 
and insert ln lieu thereof the following: 

SEc. 2. Section 1201(b) (1) of the National 
Housing Act is amended by strlklng out 
"April 30, 1975" and inserting in lieu thereof 
"Apri130, 1977". 

Amend the title so as to read: "An Act to 
continue the national insurance develop­
ment progrem." 

The PRESIDING OFFICER. The 
question is on ag~·eeing to the amend­
r..1ent. 

The amendment was ag~·eed to. 
The PRESIDING OFFICER. The 

bill is open to further amendment. If 
there be no further amendment to be 
proposed, the question is on the engross­
ment of the amendment and the third 
reading of the bill. 

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

The bill was read the third time. 
The PRESIDING OFFICER. The bill 

having been read a third time, the ques­
tion it, Shall it pass? 

So the bill <H.:a. 2783) was passed. 
The title was amenued so as to read: 
An Act to continue the national insurance 

development program. 

TAX REDUCTION ACT OF 1975 
The Senate continued with the consid­

eration of the bill CH.R. 2166) to amend 
the Internal Revenue Code of 1954 to 
provide for a refund of 1974 individual 
income taxes, to increase the low income 
allowance and the percentage standard 
deduction, to provide a credit for certain 
earned income, to increase the invest­
ment credit and the surtax exemption, 
and for other purposes. 

Mr. PASTORE. Will the Senator yield 
for a unanimous consent request? 

Mr. BUMPERS. I yield without losing 
my right to the ftoor. 

Mr. PASTORE. Mr. President, I ask 
unanimous consent that during the re­
mainder of the consideration of the 
pending business, Mr. Martin K. Dono­
.van of my office, be allowed the privilege 
of the floo-r. 

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

Mr. NELSON. Will the Senator yield 
for a unanimous consent request without 
losing his right to the floor? 

Mr. BUMPERS. I yield. 
Mr. NELSON. Mr. President, I ask 

unanimous consent that Mr. Herbert L. 
Spira, of the professional staff of the 
Senate Select Committee on Small Bus­
iness, be permitted the privilege of the 
floor during the course of debate on the 
pending legislation. 

The PRESIDING OFFICER. Without 
objection, it is so o-rdered. 

AMENDMENT NO. 165 

Mr. BUMPERS. Mr. President, I call 
up my amendment No. 165 and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

Strike title I of the blll, entitled "Refund 
of 1975 Individual Income Taxes," and re­
number succeeding titles accordingly. 

Mr. BUMPERS. Mr. President, I have 
now been a member of this distinguished 
body for a little over 2 months. 

This is the first substantive item that 
I have brought before you. I do so with 
some reservation and some trepidation. 
I detect a sentiment in this body about 
the size of this tax bill. What I am pro­
posing to do is simply delete the $8.1 
billion tax refund, or, under the sub­
stitute bill of the distinguished Senator 
from Montana, delete the $10 billion tax 
refund. 

I believe it is widely misunderstood 
among my colleagues as to what e1Iect 
it will have on the economy. 

I do not enjoy taking a negative stance 
and being against things. Yet I feel that 
the deletion of this $10 billion refund 
which, by all reports, would have a very 
insignificant effect on the economy, 
ought to be deleted as an act of respon­
sibility. 

My sensitivities have not been dulled 
towards the poor people of this coun­
try, toward the people on fixed incomes, 
toward many others who would indeed 
enjoy a $100 or $200 rebate. But I would 
like to point out that there was testi­
mony before the Budget Committee yes­
terday that the budget deficit this year 
could run anywhere from $90 billlon 
to $120 billion. 

That would not only be the biggest 
budget deficit in the history of this Na­
tion; it would be a budget deficit that 
would literally boggle the mind as well 
as the economy. 

Mr. LONG. Will the Senator yield for 
a unanimous-consent request? 

Mr. BUMPERS. I yield. 
Mr. LONG. May I ask the Senator 

how long he w1ll require to explain his 
·amendment? 

Mr. BUMPERS. Not more than 15 min­
utes. 

Mr. LONG. Then I ask that further 
debate on the Bumpera amendment be 
limited to one-half hour, half under the 
control of the Senator from Arkansas 
and half under the control of someone 
in opposition. 

Mr. STENNIS. Reserving the right to 
object, and I will not object, I would like 
to have 5 minutes. 

Mr. LONG. Forty minutes to be equal­
ly divided. 

Mr. BUMPERS. Mr. President, I can 
finish in 10 or 15 minutes. 

Mr. LONG. I have asked that it be 
limited to one-half hour, half under the 
control of the Senator from Arkansas. 

Mr. McCLELLAN. Reserving the right 
toobject--

Mr. LONG. The Senator can have my 
half. 

Mr. McCLELLAN. I want to ask a 
parliamentary inquiry. 

The PRESIDING OFFICER. The Sen;. 
ator will state it. 

Mr. McCLELLAN. Mr. President, we 
are operating, are we not, under the 
cloture rule? 

The PRESIDING OFFICER. Eacb 
Senator has 1 hour for debate. 

Mr. McCLELLAN. Then each Senator, 
or any Senator, during the time of de­
bate, if he gets the floor, could use part 
of his time for any purpose he wanted to, 
irrespective of this limitation? 

Mr. LONG. Not without getting unani­
mous consent. This would be for 100 
hours. 

The PRESIDING OFFICER. He could 
not use above the limit on this amend­
ment. 

Mr. McCLELLAN. Mr. President, do 
you mean I could not use the time that 
I have under cloture to discuss this 
amendment? 

The PRESIDING OFFICER. That is 
correct. 

Mr. LONG. Mr. President, let me ex­
plain the parliamentary situation. 

Under the cloture rule, every Senator 
has 1 hour. I am aware of what has hap­
pened in some situations, where even 
after cloture was invoked the debate 
went on for 2 weeks thereafter, or 10 
days thereafter. 

I am simply trying to move along as 
expeditiously as we can, and trying to 
gain consent on the individual amend­
ments as well as the 1-hour limitation. 

That is why I am trying to get Sena­
tors to agree on the amendments, to 
limit themselves. Otherwise, the debate 
might drag out 4 or 5 hours because it 
keeps inspiring more debate. 

I would hope that we could have a 1-
hou:· limitation, as has been done many 
times, with regard to this amendment. 

Ma:" I say as manager, I will be glad to 
yield half of the time from opposition to 
those who favor the amendment. 

Mr. McCLELLAN. Reserving the right 
to object, Mr. President, and I do not 
want to object, sometime before this bill 
comes up for a final vote I will have 
something to say. I thought the appro­
priate time for me to use some of my 
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time, since I am going to say something 
about this amendment, might be at this 
particular time, and not have to cut it in 
two. But if the time was limited maybe I 
.could not use all my time. 

Mr. GOLDWATER. Objection. 
The PRESIDING OFFICER. Objection 

is heard to the unanimous-consent re­
quest of the Senator. 

Who yields time? 
Mr. BUMPERS. Mr. President, I will 

do my best to be as responsive and as 
expeditious as possible in presenting the 
purposes of the amendment; but with 
the objection, of course, I cannot control 
the time of my colleagues who may wish 
to speak for or against the amendment. 

This is a concept which was in the 
President's original proposal. His pro­
posal was to give up to $1,000 per pe-rson 
in tax refunds for 1974. The House Ways 
and Means Committee bought the con­
cept and made it more acceptable, more 
equitable. 

But my point is, what are we trying to 
do by civlng $8 billion back to taxpayers 
who paid their taxes in 1974, with no 
expectation of any kind of refund? Are 
we trying to stimulate the economy, or 
are we trying to make a political decision _ 
which we think will be a palliative to the 
disenchanted people in this country? 

All the information I h ..... ve is that on 
the original $8 billion proposal,· unem­
ployment in this country would be re­
duced by less than .15 of 1 percent. That 
is based on a rule of thumb of 100 mil­
lion people in the work force of this 
country. Every time you reduce the un­
employment rate 1 percent, that means 
a million people have gone to work. 
Fifteen one-hundredths would be 150,000 
people going to work if the people who 
get this $8 billion refund in chunks of 
$100 and $200 spend it. 

The Siblinger report, which was issued 
last week, based on a poll of 1,653 house­
holds in this country, said that 43 per­
cent of the people in this country intend 
to save it; 30 percent said they were 
going to applY it on their bills; on!y 18 
percent said they would spend it. 

While I recognize that saving money 
and placing money on bills has some 
economic stimulus, it has to vitiate .15 
of 1 percent. 

Compare the impact of $8 billion spent 
in such a manner with spending $8 bil­
lion on public .service jobs. You could 
hire a million men and women in this 
country at $8,000 a year by putting $8 
billion into a public service fund. 

We are not trying to create a handout. 
We are trying to give a job to people who 
honestly want a job and cannot find one. 
We are trying to sustain them and give 
them a little dignity. 

So it is not a question of whether or 
not we are going to spend the money. We 
are going to spend it. We are going to 
spend it in housing, in economic develop­
ment, in public facilities, and for public 
service jobs. 

The testimony that the Budget Coiii­
mittee heard was that unless this body 
acts mor~ responsibly than it has in the 
past. the deficit may well reach $100 
billion. 

I do not want to give a lesson in 103-A 
CXXI--508-Part? 

economics, but everybody knows that if 
the budget reaches anything like that, 
the private money capital of this country 
cannot sustain it without reversing the 
trends of interest rates, which are now 
declining. 

Mr. GOLDWATER. Mr. President, 
will the Senator yield, on my time? 

Mr. BUMPERS. I yield. 
Mr. GOLDWATER. I think the Sena­

tor is making an excellent point, one that 
has been completely overlooked on the 
floor of the Senate during this debate. 

One only needs to read the daily news­
papers in this country to find out what 
the situation is with respect to the in­
terest and the expenditure and the 
money that would be saved by the rather 
small tax cuts that would be made. 

Every newspaper carries copious ads 
on the overstock of televisions, of radios, 
of hi-fi equipment, of tools. Having been 
a merchant a good part of my life, I 
know that when you are overstocked, you 
want to get rid of the merchandise, and 
that is precisely what is going to happen. 

These people will take their $100, $200, 
or $300 and will either pay their bills or 
will buy something from these over­
stocked merchants. This does not mean 
that the merchants are going to turn 
around and buy something. They will not, 
if they are smart, and I think they are 
fairly smart. They are going to stay as 
they are, with a reduced inventory. So 
nobody will be put back to work. 

I think the Senator makes this point 
very well, and I compliment him on that, 
especially having had a pretty good part 
of my life's experience in what is going 
to happen to this money. 

Mr. BUMPERS. I thank the distin­
guished Senator from Arizona for his 
observation. 

Mr. President, there are very encour­
aging signs in the country. Inventories 
are down $17 billior. since the first of the 
year. Savings in the savings and loan 
associations and other thrift institutions 
are accelerating at an unprecedented 
rate. Capital reserves in the Nation's 
banks are at the highest level in 7 years. 
Yesterday, Chase Manhattan Bank re­
duced its prime rate to 7.5 percent, and 
an article in the New York Times this 
morning predicted that the rate could 
very well reach 7.25 percent to 7 percent 
next week. 

We are offering business people in this 
country great incentives with this 10-per­
cent or 12-percent investment tax credit. 
Couple that with the depleting inven­
tories of the country and a declining in­
terest rate, and certainlY the economy is 
going to do some things on its own, de­
spite what we may do to it or for it. 

I heard the distinguished chairman o! 
the Senate Finance Committee the other 
evening, in all his eloquence, express 
what had to be one of the most frustrat­
ing statements I ever heard, when he was 
considering all the amendments that are 
being considered to this bill. He cried 
out, "What are we doing and why do we 
do these things?" I thought it was the 
most appropriate question that has been 
asked since I have been in the Senate. 

It ls time for us to be selective. Nobody 
has a monopoly, in this Chamber or in 

Congress, on his concern for the people of 
this country and for its economY. We do 
disagree, indeed, on what we should do 
to stimulate the economy. But I am say­
ing that this is probably the poorest of 
all ways. I said this on national televi­
sion 2 weeks ago, and my office was 
:flooded with mail. Of all the mail I re­
ceived, three people criticized my ap­
proach in saying that we should not hand 
out this $100 and $200 rebate. 

America wants its confidence restored. 
It does not want a rebate. If you want to 
see the money in the savings and loan 
associations start being spent, if you 
want to see people-businessmen, in par­
ticular-start borrowing some of the re­
serves in the banks of this country, to 
start their plants up again, let Congress 
act responsibly and help restore their 
faith in the future of the economy. 

In this body, we have come to rely on 
deficit spending as a drug. We are all 
interested in our respective States, and 
we know that there is no such thing as 
a free lunch. We all heard Alistair Cooke 
make his poignant argument on his se­
ries "America." There is no such thing 
as a free lunch; yet, we continue to act 
as though there is. 

We are going to have a deficit this 
year. Nobody likes it. What we are talk­
ing about is, how big is it going to be? 
How is it going to affect the demand for 
private capital? 

Mr. President, I have sat here all this 
week feeling the same frustration that 
the chairman of the Committee on Fi­
nance expressed more eloquently than I 
ever could. 

I went back to a sort of patron saint 
of mine, Walter Lippmann, who wrote a 
book in 1952 entitled "The Public Philos­
ophy." There is a chapter in that book 
entitled "The Malady of Democratic 
States." While I am reluctant to read 
to the Senate, I should like to read the 
last two paragraphs of that chapter~ He 
said: 

With exceptions so rare that they are re­
garded as miracles and freaks of nature, suc­
cessful democratic politicians are insecure 
and intimidated men. They ·advance polit­
ically only as they placate, appease, bribe, 
seduce, bamboozle, or otherwise manage to 
manipulate the demanding and threatening 
elements in their constituencies; the deci­
sive consideration is not whether the proposi­
tion is good but whether it is popular-not 
whether it will work well and p-rove itself but 
whether the active talking constituents like 
it immediately. Politicians rationalize this 
servitude by saying that 1n a democracy 
public men are the servants of the people. 

He concludes by saying: 
This devltalizatlon of the governing power 

is the malady of democratic states .•• the 
malady can be fatal . 

In my opinion, Walter Lippmann was 
a visionary. As we say in Arkansas, "You 
do not have to be broke out with bril­
liance" to see what the future of this 
country is going to be unless we bring 
the political actions we have been taking 
on this bill to a screeching halt. 

I am saying that this decision on the 
rebate bad to be political. not economic. 
There are no economic indices to justify 
it. People are not looking for a $100 re-
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bate; they are looking for a responsible 
Congress. 

For all of the reasons I have just 
stated, Mr. President, I strongly urge my 
colleagues to support the deletion of this 
item, which the American people are not 
looking for, and it will make this bill a 
lot more palatable to the American 
people. 

Mr. GARY W. HART. Will the Sena­
tor yield for a question? 

Mr. BUMPERS. I yield to the distin­
guished Senator from Colorado. 

Mr. GARY W. HART. I wonder if the 
Senator would propose a substitute pw·­
pose for the expenditure of these funds, 
or is he merely moving to strike this item 
from the tax bill? 

Mr. BUMPERS. Mr. President and my 
colleagues, I am moving to strike this 
provision from the bill in the belief­
and this is based on my conversation 
with various chairmen of appropriate 
committees-that substantial appropria­
tions will be brought to this body for con­
sideration to stimulate the housing in­
dustry; a $5 billion economic develop­
ment bill was introduced yesterday-or 
at least, hearings, perhaps, were held on 
it yesterday. 

I first considered offering a substitute 
for the $8 billion, but I felt this ought to 
be taken out simply to get this bill with­
in manageable limits, acceptable limits, 
in the sure knowledge that that much 
and more will be spent in all of those 
areas-public service, housing, and so 
on-which I think will have a much 
greater and more intensive effect. 

Mr. GARY W. HART. Will the Sena­
tor yield for another question? 

Mr. BUMPERS. Yes. 
Mr. GARY W. HART. Does the Sena­

tor from Arkansas feel that those ex­
penditw·es would be in enough time to do 
some good for the economy, or will the 
appropriation process and the expendi­
ture process take so long that they will 
not have any impact at all by the time 
they are spent? 

Mr. BUMPERS. To answer the ques­
tion directly, on the front end, I think 
that action will be taken on those meas­
ures in sufficient time. I think, above all, 
that with those indications I mentioned 
a moment ago about the present state of 
the economy, some things are going to 
start turning up in the next 30 to 60 days 
simply because of the investment tax 
credit, which is a part of this bill, and 
the renewed confidence of people that we 
might stimulate if we make this a more 
reasonable bill. 

Mr. BIDEN. Will the Senator yield to 
me, as a cosponsor, to respond to what 
I consider a non sequitur in the ques­
tion the Senator from Colorado is 
asking? 

Mr. BUMPERS. I am happy to yield to 
the distinguished Senator from Dela­
ware. 

M .r. BIDEN. Implicit in the question 
of the Senator from Colorado as to what 
we will substitute for this is the assump­
tion that this might have some merit and 
that we are going to substitute something 
that has merit for something that also 
has merit. The analogy I would make to 
the Senator is that it makes no sense 
whatever, for example, with a dying pa­
tient, to go out and spend $50 on a supply 

·- - --

of aspirin that will have absolutely no 
effect on his health whatsoever. When, 
in fact, I come to the Senator and say, 
"No, do not spend the $50 on the aspirin," 
and the Senator says, "Well, if you do 
not spend it on the aspirin, what are you 
going to spend it on?"-it has nothing 
to do with anything. The aspirin is not 
any good for the patient. This rebate is 
not any good for the patient. 

On its face, instead of $8.1 billion, it 
is more like $10 billion that we are talk­
ing about under the Mansfield substi­
tute. There is no relevance to spending 
that money in terms of helping the 
economy. The sole justification fo1· the 
tax rebate in the first place was to take 
us out of the recession by encomaging 
consumers to go out and purchase, which 
in turn would put people back to work. 
The evidence is, in every poll that ·has 
been taken, from every economist who 
has testified before the Committee on the 
Budget and the Committee on Banking, 
that it will have little or no impact upon 
unemployment. 

Therefore, it seems to me logical to ask 
the next question: If it will have nc, im­
pact on unemployment and if the reason 
for it was to impact on unemployment, 
what is the merit of increasing the deficit 
of this Nation to the tune of $10 billion'i\ 

Mr. GARY W. HART. Will the Sen­
ator yield? 

Mr. BIDEN. I shall yield in just a 
moment-as of yesterday, in the Com­
mittee on the Budget, as we looked at 
the alternative budgets-and, everybody 
in this room, make no mistake about it, 
it was estimated that we may have a 
budget deficit of as high as $120 billion, 
I repeat, $120 billion. If we are talking 
about this economy coming back, if we 
are talking about increasing investment 
and rebounding, I would like anyone 
to show me how, when Government is out 
in that capital market competing for 
$120 billion, or even $80 billion, of debt 
financing, we are not going to cause 
interest rates to skyrocket. There was a 
prediction, as late as yesterday, in the 
Wall Street Journal that the interest 
rate could go as high as 20 percent if, 
in fact, we have a $100-plus billion 
deficit. 

What effect is that going to have upon 
unemployment? What effect is that 
going to have upon the recession? 

It seems to me that every place we can 
eliminate a nonessential expenditw·e we 
should do so-and make no mistake 
about it, this is an expenditure. That is 
clearly what it is. It is just as if we went 
out and spent it on a Space Shuttle or 
spent it on a food program or anything 
else. Every place we can, we should be 
looking to knock out nonessential 
expenditures. 

Mr. HUMPHREY. Will the Senator 
yield? 

Mr. BIDEN. I do not know if I can. I 
will if I can. 

The PRESIDING OFFICER (Mr. 
MATHIAS). The Senator may yield for a 
question. 

Mr. BIDEN. I yield to the distinguished 
Senator from Minnesota. 

Mr. HUMPHREY. Will the Senator 
break out this $120 billion deficit? What 
are the areas in which this amount is 

ascertained? The administration says its 
budget deficit is about $55 billion. 

Mr. BIDEN. They hn.ve now revised it 
to say it is closer to $65 billion. Secre­
tary Simon has pointed out it is going 
to be $80 billion, in his opinion, a mini­
mum of $80 billion. 

Mr. HUMPHREY. Secretary Simon 
likes to scare little children and old 
ladies and other people. I think it is 
possible that it may be that big. But I 
am asking the question, where does the 
Senator get the $120 billion? I am a k­
ing it as a point of information. 

Mr. BIDEN. I get the $120 billion 
from three or four places: First, reve­
nue estimates of this year. They vary 
in terms of from, I believe, $269 billion to 
a top of $294 or $295 billion. They come 
from several sources: First, the Commit­
tee on the Budget staff; second, the joint 
Economic Committee came out with a 
projection; and I believe, maybe, but I 
am not [;W'e, the Committee on Appro­
priations. There are four sources within 
this Congress that have estimated reve­
nues. None of those estimates ranges 
above $300 billion, and they go as low as 
$169 billion. 

It was pointed out that in the last 3 
years, the administration's own estimate 
of revenue has been off by close to 20 
percent. In each instance when they have 
been off that far, we may be more realis­
tically looking at a picture where we 
have revenues of closer to $159 billion. So 
part of the increased estimate is due to a 
relook at what revenues are going to be. 

Mr. HUMPHREY. Will the Senator 
yield there? 

Mr. BIDEN. I certainly will. 
Mr. HUMPHREY. What does he think 

causes the drop in revenues? 
Mr. BIDEN. Unemployment in large 

part. 
Mr. HUMPHREY. How do we remedy 

unemployment? 
Mr. BIDEN . .. Ne have to give it an in­

jection. That is why the Senator is a co­
sponsor with me and I am a cosponsor 
with him in a number of pieces of leg­
islation dealing directly with housing, 
dealing directly with unemployment 
compensation, dealing with railroads, 
dealing with a number of other areas 
which have a specific, direct effect on 
the economy. 

We can tie it in and say, "OK, fellows, 
look at where our dollar went and what 
we have." That is why the Senator has 
been a leader in that area all these years. 
But now, we are sort of out-rebating 
each other. 

Mr. HUMPHREY. I want to talk a lit­
tle economics with the Senator. First 
of all, is it not purchasing power which 
determines what we call the velocity of 
money and turnover on which we gain 
revenues? 

Mr. BIDEN. In part. 
Mr. HUMPHREY. I am an advocate of 

the housing program and say there is no 
way out of this recession unless housing 
is brought out of its depression. I know 
it is going to take some time. I believe in 
public works, and I know that 1s going 
to take some time. But I know one thing 
that does not take time. If one has a 
weekly paycheck that 1s a little larger 
each week because we reduce taxes-
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Mr. BIDEN. Let us not confuse re­
bates and reductions. 

Mr. HUMPHREY. Let me add that a 
rebate, while I read that it is not the 
most desirable .form, the rebate proposed 
here is a maximum of slightly over $200, 
which will go to the taxpayers of this 
country, compensate most of them in the 
lower income brackets for the cost of in­
flation. While it is true that the polls 
indicate that much of it will be saved, I 
still want to say that savings are part of 
the general money supply. 

The money supply, what they call M-1 
or M-2, is the basis on which the lower 
interest rates and on which we have 
available credit, and it is credit that is 
the name of the game. 

Mr. BIDEN. That is correct, but at the 
same time, while we talk about the 
money supply, how can we have the Gov­
ernment out in that money market com­
peting to borrow up to between $80 bil­
lion and $120 billion without having the 
very adverse effect the Senator is most 
concerned about, which is in fact the rise 
in interest rates, which has a direct ef­
fect upon unemployment? 

Several Senators addressed the Chair. 
Mr. NUNN. I would like to ask the Sen­

ator from Florida a question on that 
point. 

Mr. BIDEN. Mr. President, I would 
prefer to hear the response of the Sen­
ator from Minnesota first. 

Mr. HUMPHREY. We each have an 
hour. I will take it out of my time. I do 
not want to use the Senator's time here. 

My point is that while we do have a 
deficit in figures that are appalling, that 
is due primarily, may I say, to the drop 
in income and revenues due to the re­
cession, the unemployment, and the drop 
in production. The old saw that this is 
all due to Federal spending is not en­
tirely the case, because we have had un­
believable amounts of impoundments, 
even lessening what we say is a rather 
high Federal budget. 

It is a gamble. But I submit this: If 
we are unwilling to take the gamble of 
a substantial tax reduction with a com­
pound of investment tax credit, individ­
dualincome tax reduction, corporate tax 
reduction. and rebate, I will make the 
prediction that we will not be able to 
finance this deficit, that this country will 
grind to a halt, that we will be in a 
deep depression, and then we will really 
have trouble. 

Of every witness we listened to in the 
Joint Economic Committee, and we lis­
tened to 32 of them from labor, business, 
finance, and every segment of this econ­
omy, the only ones who raised any fear 
about the ability of the Government to 
finance the deficit and to refinance the 
part of the deficit which is due this year 
were administration witnesses. Everyone 
else said it was possible to refinance it 
without increasing interest rates. 

The interest rates are coming down. 
We know we have to have a balance; we 
cannot go hog wild and crazy. The only 
way I know to stop the horrendous def­
icit is to get the country to work, and 
the longer we delay-the country is In 
trouble, and we have been fussing around 
here for a month longer than we should 
have. We should have had the bill ready 

a month before. We had a President 
named Franklin Roosevelt who, in 100 
days, did a thousand and one things. 

Mr. BIDEN. Mr. President, if I may. 
I would like to suggest that the one thou­
sand and one things Franklin Roosevelt 
dealt with do not exist today. This is 
1975. The cause of the recession is drasti­
cally different than the depression. We 
are dealing with totally different things 
than in 1932, 1958, 1962, and 1967. 

I agree with 90 percent of what the 
Senator has said. It has not been Fed­
eral spending; it has been because of our 
asinine policies and the turndown in rev­
enue and loss of purchasing power and 
tax base because of increased unemploy­
ment. 

I agree with all that. I would like to 
focus, though, on one thing: Will, in fact, 
the expenditure of $10 billion in regard 
to a tax rebate-which is very appealing 
to everyone in the gallery and through­
out the country. but they confuse tax re­
bates with permanent tax reform-get us 
anywhere near 10 billion bucks worth of 
bang, by that expenditure? My only point 
to the Senator of Minnesota and my col­
leagues is that it will not do that. It 
will have precisely the opposite effect 
from that it is intended to have. 

Mr. GARY W. HART. Mr. President, 
will the Senator yield for a question? 

Mr. BIDEN. I yield. 
Mr. GARY W. HART. Let me redirect 

a question to the principal sponsor here, 
the Senator from Arkansas. I am not 
trying to get the floor away from the 
Senator from Delaware. I believe there­
marks of the Senator from Arkansas-

Mr. BIDEN. Mr. President, a parlia­
mentary inquiry. 

The PRESIDING OFFICER. The Sen­
ator will state it. 

Mr. BIDEN. Who has the floor? 
The PRESIDING OFFICER. The Sen­

a tor from Delaware has the floor. 
Mr. BIDEN. Can I yield for a question 

from the Senator from Colorado to the 
Senator from Arkansas . without losing 
my right to the floor? 

Mr. HUMPHREY. Yes. 
Mr. McCLELLAN. Mr. President, a 

parliamentary inquiry. Had the junior 
Senator from Arkansas released the 
floor? Had the Senator from Arkansas 
yielded? 

The PRESIDING OFFICER. The Sen­
ator from Arkansas will state his parlia­
mentary inquiry. 

Mr. BUMPERS. Mr. President, I be­
neve I yielded to the distinguished Sen­
ator from Delaware. I will be happy to 
yield back to him immediately after the 
Senator from Colorado poses his ques­
tion. 

The PRESIDING OFFICER. The Sen­
ator from Arkansas ls advised that under 
the rules he may only yield for the pur­
pose of having a question asked, to which 
he must respond; and when he yields for 
any other purpose he loses the :floor. 

Mr. BUMPERS. I was under the im­
pression that I had done that, but that 
may not be true. I thought I had yielded 
for a question, but it is immaterial. 

Mr. BIDEN. Mr. President, I yield the 
floor to the Senator from Arkansas. 

The PRESIDING OFFICER. The 
Chair would like to state that the Sen-

tor from Delaware entered into an ex­
tensive colloquy, and the time was at that 
point charged to him and not to the Sen­
ator from Arkansas, or to such other 
Senators as indicated that they were en­
tering into colloquy. 

Mr. GARY W. HART. Mr. President, I 
think the record w1ll show that the Sen­
ator from Arkansas yielded to me for a 
question, which the Senator from Dela­
ware then answered. 

Nevertheless, the remarks of the Sen­
ator from Arkansas included the state­
ment, I believe, that other means of 
stimulating the economy are far su­
perior to a rebate of the 1974 tax. I think 
that is the crucial point here: What are 
the other means, and how fast can they 
be put on the line? Why would they be 
more effective? 

Mr. BUMPERS. Mr. President, I ap­
preciate the question. It is a very cogent 
one. I would say that at very best, on 
the assumption that everyone who re­
ce:ves a tax rebate will spend it, the 
highest possible estimate I have seen 
for reduction of unemployment based on 
the $8 billion would be fifteen hundredths 
of 1 percent, or 150,000 jobs. 

That same amount of money dumped 
into the housing industry on a direct­
line basis- would generat~ almost 500,000 
jobs. If you take the $8 billion and take 
the administrative cost out of it. you 
could conceivably hire as many as a 
million people. 

The statement to which my distin­
guished friend from Colorado referred 
is that I think this is the very lowest 
priority as far as stimulating the econ­
omy is concerned, because there are so 
many other programs-housing, public 
service jobs, and I think even other 
public jobs, such as waste treatment 
facilities-any of those will create sub­
stantially more jobs for the money than 
will this rebate. 

Mr. NUNN. Mr. President, will the 
Senator yield for a brief question? 

Mr. BUMPERS. Yes. 
Mr. NUNN. In reference to the col­

loquy awhile ago between the Senator 
from Delaware and the Senator from 
Minnesota, reference was made to the 
polls showing that people are not going 
to spend this rebate, but rather put it 
into savings. 

The Senator from Minnesota said this 
added to M-1 and increased the savings 
accounts, thereby adding to the money 
supply. 

What the Senator from GeoTgia does 
not understand about the statement of 
the Senator from Minnesota-perhaps 
the Senator from Arkansas can answer 
this-is how is the money supply in­
creased when the Government goes out 
and borrows the funds to give the $8 
billion tax rebate, and then the people 
who get the rebate put it back into sav­
ings accounts? The $8 billion is not 
coming from the Federal Treasury, it is 
coming from Federal borrowing. So if 
the people do not expend the money, 
where is the increase in the money 
supply? 

Mr. BUMPERS. I think the distin­
guished Senator from Georgia makes a 
valid point. I think, as I understand the 
question, it is a cycle where it goes Into 
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savings and loan associations and the 
Government, because of the deficit, has 
to turn around and borrow it from them, 
so there is no net gain; is tha.t the point? 

Mr. NUNN. That is exactly the point. 
I would have to say I do not under­

stand and, perhaps the Senator from 
Minnesota can explain, how you increase 
the money supply by $8 billion if the 
people who get it put it into savings 
while, at the same time, the Government 
has to borrow it in the :first place from 
somebody out there in the United States 
of America. • 

Mr. BUMPERS. If I may comment 
further on the question of the Senator 
from Georgia, this past week ending 
March 12 the money supply in this coun­
try increased at a rate of about $2.9 bil­
lion as opposed to the same week last 
year of a $1.3 billion decrease. 

Now, what I am trying to ray is that 
with the banks having the largest re­
serves in 7 years that are lendable, with 
savings and loan association deposits ac­
celerating at an unprecedented 1·ate 
which, incidentally, is a manifestation 
of the apprehensions and the fear of 
people because they are afraid, they are 
saving more, but the money is available 
for lending right now, if the banks and 
savings and loan associations in this 
country were lending money at the tradi­
tional spread used in 1970 and 1971, be­
tween what the money _was costing them 
and what they were getting for it, the 
prime rate would be 6.5 percent right now 
rather than 7.5 percent. 

The bankers argue in response to that 
that they have more high-risk loans on 
their books right now, and they say they 
cannot afford to reduce their rates. 

But the point is interest rates in this 
country have been declining. It is a very 
healthy thing. The investment tax credit 
ought to stimulate the demand for that 
money, and what I am trying to say is 
that there has to be a point-and I 
think the Senator from Minnesota will 
agree to this-at which the Federal def­
icit is most certainly going to start ac­
celerating interest rates again. 

I have heard many different argu­
ments but, as I say, when I heard of a 
:figure of $120 billion, I am glad the Sen­
ator from Minnesota did not ask me how 
we arrived at that. I heard that an econ­
omist appeared before the Budget Com­
mittee and he said that the deficit this 
year would most definitely be between 
$80 billion and $120 billion. 

It is my belief that this Government 
cannot :finance this kind of deficit with­
out interest rates accelerating again, 
without the concomitant acceleration 
of in:flation which most certainly is going 
to follow. 

But I do not want this body to lose the 
principal point that has been so appro­
priately brought out by the Senator from 
Colorado that the spending of this money 
for this purpose and in this manner is 
a very, very foolish and insignificant 
way. It 1~ ~ foolish: expenditure, for one 
thing, because it c;Ioes not have the im­
pact and it does not have the stimulus 
we think it is going to have or some of 
us think it is gohig to have. 
· Mr. NUNN. Mr. President, will the 
Senator yield for just one brief comment 

in reply to the Senator from Minnesota's 
question to· tne Senator. from Oelaware 
about the $12_0 bUlioJI :figure? That :figure 
comes out of the Budget Committee 
analysis nqt oniy of the revenue picture 
in what is coming in, but also of the 
reports that come from the various au­
thorizing committees of the Senate. So 
it is a compiled version of what the au­
thorizing committees of the Senate have 
indicated to the Budget Committee they 
are going to authorize in expenditure. 
After you add-all of that up it is a deduc­
tion from the anticipated revenue, and 
that does come to, I believe-and I do 
not want to make the hon·or story any 
worse than it is-but I believe it is $122 
billion. · 

I WQUld just like to sa.y that I ·agree 
with the Senator from Arkansas in the 
argument he has made, and the Senator 
from Delaware. I think this would be a 
positive step .and would leave a tax cut 
needed to stimulate the economy with­
out posing the grave dangers which the 
Senator from Al·kansas has aiready so 
well deline~ted. . 

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

Mr. NUNN. I yield back to the Senator 
from Arkansas. I do not have the :floor. 

Mr. Bu'M,PERS. Mr. President, I yielc;l 
to the Sen;:ttor from Delawa1·e. I would 
like to yield the :floor to the Senator from 
Oelaware with the understanding that 
our other sponsor, the Senator from 
Florida, have an opportunity to speak. 

Mr. BIDEN. I think it is important we 
look at one, and only one, thing: not 
what effect it is going to have on the 
deficit, this $8 or $10 billion; not what 
the alternative is, not any one of those 
things, but we should examine it the 
way we examine any other expenditure 
here. Is the expenditure going to produce 
that for which it is spent? Is it going to 
have the effect for which it is designed? 

The expressed purpose for this rebate 
in economic · terms, not political terms, 
the expressed purpose of this rebate is 
to help us out of a recession by putting 
money into the hands of consumers who, 
ostensibly, are going to go out ·and buy 
durable goods which are going to be re­
quired to be prOduced by · employees, 
which are going to put people to work, 
which are going to, in fact, lessen un­
employment, which are going to 'increase 
revenues, and that is the cycle. 

If, in fact, the rebate cannot stand on 
its own, regardless of deficits or sur­
pluses or alternatives, if that cannot 
stand on its own, then it is not worth 
expending $8 to $10 b~llion. It is, quite 
frankly, as simple as that. 

Every economist who has come before 
the Joint Economic Committee, I thi:pk, 
has appeared either before the Budg~t 
and/or the Banking Committees at one 
time or another, and_ I have heard much 
of that same testimony. 

Every economist agrees at least on orie 
thing. They agree that what the con­
·sumer spendS that money on and what 
they do with it. affects the relative worth 
of the expendi'tute. 

I would like to read a response that I 
had when I said to, I believe it was, Mr. 
Gr~enspan,--;-:-who is a favorite · of the 
SenatOr from Minnesota, I know-I was 

saying t~t_ I thought that the consumer 
would do just what my mom would do. 
My mom is going to get that 100 bucks 
~nd she is_.going to go out and say, "I'm 
going to go down and buy a new televi­
sion? I'm goi.p.g to buy a new toaster?" 

My mother is going to say, "Hey, look, 
the electric _bill is up 40 percent; food 
bills_ keep rising. I do not have any con­
fidence that inilation is under control. 
I had better take my 100 bucks and not 
put it in a savings account. I bad better 
stick that 100 bucks in a cookie jar so 
that I can pay for the increased cost of 
energy and the increased cost of food." 

I said, "Sir, if, in fact, the money is 
spent in that way which, I think, it will 
be, and I think others believe it will be," 
and it was admitted here on the floor 
that it probably will be, ''then what ef­
fect would it have? Is it wise to spend 
the 8," and we were then talking 
$8.5 billion. _ 

The response of Mr. Greenspan at that 
time was; 

Of course, it matters, because clearly if it 
is spent on food, while it will have some 
obvious etrect, a very substantial amount of 
the production of the supply of food avail­
able is really predetermined in a much longer 
time frame and does not critically atrect--

I emphasize that-
Does not critically atrect in the first stages 

at least the level of emplo~ent. 

We are talking about employment. 
How we can stand here on the floor and 
just through a wave of a wand spend 
$10 billion for something that everyone 
or many people are coming to believe 
will not have the stated effect for which 
it is designed and, at the same time, say 
things like: 

"Oh, we cannot subsidize . inte1·est 
rates for purchases of new homes at 6 
percent because it will cost $600 million," 
or: 

"We cannot spend money on the pro­
gram designed by the young Congress­
man in the House who said, 'Why don't 
we put x ·number of dollars into refur­
bishing the rail beds of the Northeast,' 
which is a specific project which will put 
people to work, we cannot do that be­
cause we will spend too much money," 
and, at the same time, we say those kind 
of things, we turn around in this Cham­
ber and say: 

"But $8.5 billion will have some effect, 
$10 .billion will have some effect, so we 
have got to take a chance; we have got 
to . move forward rapidly and with new 
imaginative programs." 

I submit to you there is nothing imag­
inative about this program. I submit to 
you that it is a scatter gun approach. It 
is like the old thing to throw the mud 
against the wall and some of it is bound 
to stick. Sure, some of it will go back into 
the economy. . 

What we all think we are going to be 
able "to do is go back home and say, 
"Thank God I do not have to run again 
for 3 years," and, "thank God, Senator 
B~ERS does not have to run for 6," if 
either of Us do agairi, because if you go 
home there; you go out and say, "Hey, 
folks, i dQ_ ngt want to give ,YOU back _200 
bucks," or, "I do not want to give you 
back a .lOO bucks/;·_ that. is. a lot dif­
ferent- from going up and saying, "You 
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know, I am concerned about you. We 
took some significant tax proposals. We 
did not just treat the big corpOrations, 
we gave you your piece, too. We gave you 
you 50 bucks or your 100 bucks." 

That is what, it seems to me, much of 
this comes down to; that, coupled with 
a frustration, a frustration here on the 
floor. People I have spoken with private­
ly have said, "Joe"-and maybe they are 
just trying to patronize me, but they say, 
"Joe, maybe you are right. But what else 
can we do, so let us take a chance and 
spend $10 billion." 

Well, I will tell you what about taking 
a chance in spending $10 billion on this 
instead of on worthwhile programs like 
the Senator from New York (Mr. JAVITS) 
has proposed with regard to unemploy­
ment, and the Senator from Minnesota 
has proposed with regard to housing or 
like the Congressman from Pennsylvania 
has with regard to the rail system. In­
stead of targeting that money, if we are 
foolish enough to spend $10 billion on a 
l'ebate, do not think the folks out there 
are that dumb, because they are not. 
They understand what we are doing. 
Walk out and ask your secretaries what 
they are going to do with the 100 bucks 
or their 50 bucks. Do you think they 
are going to do what the administration 
suggested and some of the sponsors of 
the bill suggested? Well, they may get on 
a plane and fly to Bermuda. They may 
go and buy a new color television set. 

They are not going to do those things. 
Besides, it is sort of a gratuitous slap to 
them at the same time we do not-well, l 
yield the floor. I have said more than 
enough. · 

Mr. NUNN. Will the Senator yield? 
Mr. BIDEN. I yield the floor. 
Mr. NUNN. I agree with what the 

Senator is saying. I agree with the thrust 
of his comments. 

Some act as if this $8.2 billion, or the 
Senator from New York's program, or the 
Senator from Minnesota's program is the 
only spending we are considering. The 
mood of this Congress now is that we 
are going to spend that $8 billion by re­
bate, and the Senator from Minnesota's 
money, and then spend the Senator from 
New York's money, and then all the other 
money. 

Mr. BIDEN. The Senator from Dela­
ware was arguing in the alternative here. 

It seems to me that we a1·e going to 
spend additional moneys, but 1·ather than 
to cloud the issue as to whether or not 
anything else is worthwhile, or the 
deficit can stand it-the Senator from 
Georgia and I serve in that same Budget 
Committee and we have seen the renais­
sance of a liberal into a fiscal conservative 
when I watched those :figures come up 
on the board. 

I am clearly of the opinion now that, 
brother, we better darn well be looking 
at where it is coming from before de .. 
ciding where it is all going to go. 

But so as not to confuse the issue, I 
think the only issue before this body is 
to judge on its own merits, separate and 
apa1't from everything else, whether or 
not this debate will, in fact, produce 
tllat which it was intended for. 

WUI it, in fact, have any impact upon 

the unemployment? Will it have any im­
pact upon consumer confidence? 

I submit that if the conclusion rea-ehed 
by my colleagues is, No. 1, it will not 
have a significant impact or much of 
an impact on unemployment, and two, 
it will not do much to rekindle the con­
fidence of the consumer, then my col­
leagues have no choice, it seems to me, 
but to vote against it and go out and tell 
the American people that the rebate is 
something that, in fact, got a little out of 
hand. 

It sort of reminds me of what they 
formerly talked about. they would go out 
and out-seg one another. Well, now they 
are out-rebating one another. 

The President, $52 billion deficit. I 
thought we Democrats would come along 
and have some proposal. How about that? 
We came out and came up and decided we 
would out-rebate him because we thought 
he was getting some mileage a,nd we 
would out-rebate his rebate. 

What effect will it have? 
I only ask my colleagues to look at 

what expenditure of $10 billion is going 
to affect, unemployment and/or con­
sumer confidence? 

If one is satisfied that it will, please 
by all means vote for it. If one is satis­
fied it will not, do not vote for it. 

Apply it in some other area. Do not 
spend it, do whatever one wants with it, 
but do not spend it if it will not have the 
designed purpose. 

I yield the floor. 
Mr. BROCK. Mr. President-' 
Mr. STONE. Mr. President--
The PRESIDING OFFICER. The Sen­

ator from Tennessee. . 
Mr. BROCK. Mr. President, I have 

been fascinated and intrigued by the 
arguments. I am very supportive of the 
statement made by the Senator f1·om 
Arkansas and the Senator from Dela­
ware. 

The thing that bothers me most about 
this debate is the point made by the Sen­
ator from Arkansas with regard to con­
sumer confidence. 

Maybe we ought to wonder why there 
is a lack of confidence now? Maybe we 
ought to start listening to the people and 
ask some questions about what is both­
ering them? 

I do not think Tennessee is that differ­
ent from Delaware, Arkansas, Ohio, 
Pennsylvania, or New York. 

I think people are bothered because 
they sense the lack of leadership, or de­
cision or coherence in our policy. 

I think they sense an almost desperate 
searching for answers here without any 
coherence to the answers arrived at. 

I think they see Congress grasping for 
eve1-y straw in the bucket without having 
the will or the time, perhaps, to analyze 
them to see if they have merit. 

We can talk all we want about expen­
ditures versus rebates, but I think the 
fundamental question we have to ask 
ourselves-is will the Federal Govern­
ment do the job? At what price? We 
are talking about a rebate and that is 
all-will it be effective? 

No single economist that has made pre­
dictions before a committee of this Con .. 
gress has said that this rebate is going 

to create a surge of employment in the 
troubled industries where people are out 
of work. I do not believe anyone who re­
ceives a $100 rebate will make a pur­
chase--as the Senator from Delaware 
said-of a color television set, or an auto­
mobile, or a home. 

The Senator from Minnesota says that 
we have got to get this thing in balance. 
We do have to do that. We are all in 
agreement there. The question is, who 
knows when the string will snap? 

I do not know, I really and truly do 
not, but I do know the string has a break­
ing point and I honestly and truly and 
deeply feel that at the moment we are 
rushing pell-mell for that breaking point. 

We can now debate, the choice between 
the expenditures and rebates, but some­
where in this Congress we have ·got to 
decide where we draw the line, where do 
we stop, $10 billion here, $5 billion there, 
$6 billion for public service employment, 
another $8 billion or $10 billion for hous­
ing? 

There is not a Member that does not 
want to help these people and restore 
vitality to these industries and the econ­
omy as a whole. But where do we get the 
money? Where does it come from? And 
we are going to have an $80 billion def­
icit. If we want to rebate $10 million 
more, where do we get the money? 

There · are two places to get it­
through the Federal Reserve System 
and through Federal Government bor­
rowing authority. I will say to the Sena­
tor from Georgia, that we have an alter­
native to the Federal Government bor­
rowing money. ·We do not really have 
to borrow. There is a mechanism within 
this Government where we do not borrow 
in the t1;ue terms. We go to the Federal 
Reserve and sell them Federal deben­
tures. If this is done it creates money. 
The creation of money increases infla­
tion. 

If we do not want to do that, or if the 
Federal Reserve does not want to buy 
the paper, we have to go to the market­
place. If we had gone to the market yes­
terday in New York City with 8.25 per­
cent 15-year Federal bond, the result 
would have been disaster, catastrophe 
chaos. This has happened. When the 
Federal Reserve came in with a 15-year 
8.25 percent issue, the whole market 
went to smithereens. The bond ma1·ket 
went crazy. 

Issues selling . at a . hundred ended up 
at the end of the day at 93. Why? Be­
cause nobody can compete with the Fed­
eral Gove1·nment if it wants to borrow 
money. 

When we want it, we go to the head 
of the line. There is no question about 
that. Nobody can compete with us. 

What happens when we borrow $10 
billion from the marketplace? 

Mr. GARY W. HART. Will the Sena­
tor yield for a question? 

Mr. BROCK. Surely. 
Mr. GARY W. HART. Can the Senato1· 

tell us what the administration's pro­
posed size of the proposed rebate was? 

Mr. BROCK. The administration's re­
bate was about $12 million. 

Mr. GARY W. HART. I thank the 
Senator. 
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Mr. BROCK. Senator, I am not de­

fending the administration's position on 
this particular question. 

I am na.t arguing their case. I am 
trying to present. the case of my constit­
uents as best I can. 

Gentlemen, we have to look at this 
thing honestly. There is a limit to the 
productive capacity of the American 
people. The money has to come from 
somewhere, sometime. 

Where? If the Federal Government 
borrows billlons of dollars in order to 
give a rebate, people have to buy these 
Issues. They take their money out of the 
banks and savings and loan associa­
tions. There is much less. for the pur­
chase of a home. There iS much less for 
the purchase of a refrigerator for the 
family. 

Where is the brea.klng point?· I do not 
know. I really truly do not know. 

It 1s somewhere less than the antici­
pated deficit that we are talking about. 
That is why the Senators from Florida 
and Delaware got my attenion on this 
point. I think they are making one fine, 
sincere effort which should be terrifying 
to a la.t of people in this country. I just 
do nat understand how we cannot ask 
ourselves the question: Where are our 
priorities? Where does the money come 
from? At what cost? 

Do you know what inflation cost the 
American people last year, the average 
family $100 a month, every month all 
year long; $100 a month in purchasing 
power was lost by the average family in 
this country. Are you going to do them a 
favor by giving them a one-time $10(} 
rebate that continues the same level o:l 
ln.fla.tion? Who is kidding ho? Who is 
being had?-
. The family is sweating like the dickens 
just to. make it, just to stay even~ wm 
you give a man who is unempolyed a 
rebate instead of a job? Come on, what 
have you done for him? Who is kidding 
who? 

The Government did not create this 
economy. It does not make it go. It does 
nat give us the fuel. The efforts of the 
American people are what sustain this' 
free society-their work, their sweat, 
their labor, their concern, their car, and 
their intellect. The mental, physical, and 
spiritual muscles of human beings r.re 
out there trying to make it. What hap­
pens to them? What happens to t~e 
small business when we preempt by defi­
cit debt and Federal bol'rowing all the 
funds in the marketplace? That is what 
deficit means. All the funds will be pre­
empted by this Government. What hap­
pens to the small businessman who 

ants to buy a few more items to stock 
his shelves? If he cannot borrow the 
money to place those items on his 
shelves, what happens to him? How will 
the economy run? How will it respond? 
How will it come out of a recession when 
20 out of 21 jobs are private enterprise 
jobs-most of th~se are fn small busi­
ness-and there is no ability for them 
to acquire the working capital; or the 
loans to produce more goods, to hire­
more people, to create more sales, and 
to get the country back on the track 
again. 

--~ .-~ .~-~ -. -

Yes, we have to have a balance. This 
amendment is the first step in trying 
to ach1eve that balance. I could not agree 
with it more. I am grateful for the effort 
of the authors of this amendment and 
their initiative. and I am going to sup­
port them. 

Ml'. FANNIN. Will the Senator yield 
for a comment? I feel it is tremendously 
important. 

Mr. BROCK. The Senator from Flor­
ida had yielded. 

The PRESIDING OFFICER. The Sen­
ator may only yield for the purpose of 
an inquiry to which he expects to re­
pond. If he yields for any other pur­

pose, he loses his rigbt to the fioor. 
Mr. FANNIN. I would like to ask a 

question. The Senator asked where was 
the breaking point. I would like to ask 

here is the breaking point as far as 
the dollar is concerned? I am sure that 
the Senator is very much aware of what 
is happening as far as the dollar is con­
cerned internationally. We have coun­
tries like Saudi Arabia and Kuwait who 
have decided that the dollar is not of 
suf!icient value in exchange for their oil. 
I think the Senator realizes they have 
asked that they be paid in SDR's, special 
drawing rights. I would ask the Sena­
tor how long does he think we can con­
tinue on in this position where the coun­
tries of the world supplying us with 
products no longer are willing to take the 
dollars as a valuable currency that they 
will be able to bank and depend upon in 
the future. 

Mr. BROCK. In answer to the Sena­
tor's question, I feel that when you 
assess our energy crisis, infiation and re­
cession, the result is the devahtation of 
the dollar. Thfs means simply that we 
have to pay more dollars for the essen­
tial necessities of life in this country, in­
cluding oil, bauxite, and other absolutely 
crucial materials. The people have to 
pay more. This devalues current dollars 
so you have to print more dollars; in 
tum that means you have to pay more 
dollars which again means more infla­
tion. It is a self-feeding process. A "catch 
22" situation. There is no stopping until 
we exercise the political courage and will 
to tell the American people, "We are not 
doing you any favors with a rebate that 
does not strengthen this economy." 

Mr. FANNIN. The Senators from Ten­
nessee, Arkansas, and others have 
brought out the importance of having 
capital available here in this country. 
The Senator from Tennessee has re­
ferred to that in his recent comments. 1 
know he is aware of the great problem 
we have· as far as retained earnings are 
concerned and the necessity for the busi­
ness sector of our economy to borrow 
money for expansion purposes. I think 
the Senator will remember some of the 
:figures cited by Secretary Simon. Re­
tained earnings in 1965 amounted to $20 
billion. Eight years later, in 1973, that 
figure was down to $6 billion. A short 
time ago, Mr. Simon has revealed that 
1·etained earnings for 1974 were minus 
$15.6 billion. I ask the distinguished Sen­
ator from Tennessee that. if this down­
ward trend continues, what can the busi­
ness sector expect in the ay of invest­
ment capital-especially in the energy 

area. What can these people do for 
capital? 

Mr. BROCK. If the Congress of the 
United States does not accept its respon­
sibility and does not understand the 
workings of the marketplace, if the Con­
gress continues to borrow the people's 
money without their consent and take it 
from the marketplace-and I do not 
concern myself just with large busi­
nesses~ a lot of small businesses and 
individuals are in great trouble now for 
the same reason-again if the Congress 
refuses to accept its responsibility, then 
we will soon see the end of our system. 

Mr. FANNIN. The Senator and I w1ll 
expand on these remarks later because 
I think it is important. I thank the Sen­
ator for his comments. 

The PRESIDING OFFICER. The Sen­
ator from Florida. 

Mr. STONE. Mr. President, when ·e 
were at an impasse yesterday, the dis­
tinguished majority leader, to break the 
impasse, offered a committee substitute 
which was forthwith reported to this 
Chamber. In doing it, he warned this 
Senate that the size of the bill was then 
so large that he planned to vote no. The 
maJority leader planned to vote no. The 
size of the bill then was $29 billion. After 
backing and filling, the size of the bill 
now is over $30 billion. 

A moment ago my distinguished senior 
colleague from Florida offered an at­
tempt to take $10 billion off the size of 
this price tag. The junior Senator from 
Florida supported that. I believe that 
most of the Senators in this Chamber 
are beginning to concern themselves just 
a little bit about just the plain size of the 
addition to the deficit which we are go­
ing to contribute in the name of stimu­
lus. This Chamber is the deliberati e 
part of the Congress. But it was the 
House of Representatives that reported a 
bill out that was no larger than $20 bil­
lion, and we are $30 billion and climbing. 
To this beginning Senator, that does not 
seem like responsibility. 

We have heard a lot of talk about the 
consumer, but it takes two to tango. 
What about the producer? Who produces 
jobs as well as products? It is the pro­
ducer. What does the producer need in 
order to produce jobs and products? He 
needs investor confidence. If he does not 
have it, if he pulls in his horns, if he 
chooses not to invest, the jobs are not 
produced, the products are not produced, 
and with the absence of the products you 
do not lower the price. If you have a 
steady demand, if you do not increase 
the supply, you cannot lower the price. 

We do not have investor confidence in 
this country today. for several major 
reasons. One major reason is that people 
who would invest, as opposed to simply 
squandering the money or putting it in 
the mattress, believe that this Govern­
ment is not responsible in the trusteeship 
of its funds, and they believe that ba-sed 
on evidence. 

What good does it do to put money 
into the stream of economic income by 
borrowing it out of thin air and depre­
ciating the value of the dollars that we 
hand-supposedly-back to our tax­
payer ? It not onl does no good; it does 
a great deal of harm. The optimism that 
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we felt in recent weeks by 1·eason of the 
interest rate coming down will evaporate 
as quickly as the interest rate stops going 
down. 

When the OPEC nations state that 
they no longer wish to measure their 
price by the dollar, even though they are 
locked into that dollar, that should tell 
us something. They have no choice; yet, 
they are seeking a way out of using the 
basic unit of currency in the world-the 
dollar. 

What benefits do we J:eally confer on 
someone of limited income if we hand 
him a hundred dollars in cheapened cur­
rency and then raise the price at the 
grocery store and at the market and at 
the hardware store more than the hun­
dred dollars? 

The price tag on this bill is too high. 
An act of responsibility which would go 
further than the dollars in 1·estoring the 
confidence of this Nation would be to 
adopt this amendment. If we cannot take 
this money off this bill, whether by this 
amendment or an amendment similar to 
the one of my senior colleague from 
Florida which was just tabled, or some 
other similar approach to take the dol­
lars out of this deficit that we are about 
to add to it, then this Senator will have 
to follow the sterling example of the 
majority leader and vote "No," much 
as this Senator wants to start the stimu­
lus going as quickly as possible. 

It would be an act of deception to 
take away more than we provide. I urge 
the Senate to adopt this amendment. 

Mr. MORGAN and Mr. McCLELLAN 
addressed the Chair. 

The PRESIDING OFFICER (Mr. 
BuRDICK) • The Senator from Arkansas 
is recognized. 

Mr. McCLELLAN. Mr. President, I 
will try to be rather brief. 

It has been my expectation, my hope, 
that I could support a tax relief bill 
within reason and within the framework 
of trying to provide a proper and a 
limited stimulant to the economy. 

A little earlier, I supported the Chiles 
amendment substitute, hoping that we 
could reduce this total amount to what 
that substitute provided, which would 
be some $10 billion less than the $30 
billion in the present bill. 

I would have trouble even voting for 
a bill with a price tag of $20 billion. It 
seems to me that even that is excessive. 
But, in my judgment, there is no ques­
tion about a $30 billion bill being ex­
cessive and unwise at this time. 

I compliment my colleague from Ar­
kansas and commend him highly for 
having presented his amendment. I think 
it takes a great deal of courage, unde1· 
the conditions that prevail today, not 
only for him but also fo1· any of us, to 
stand on the floor of the Senate-­
especially those who hope to rw1 for re­
election some day-and say that we do 
not feel that under conditions that pre­
vail today, a rebate of $10 billion, out 
of taxes already collected and ah·eady 
spent-that we will have to borrow the 
money to finance-is a proper remedy 
for the conditions that prevall today. 

I associate myself with my colleague 
and the distinguished Senators from 

Delaware, Tennessee, and Georgia and 
others who have already spoken in sup­
port of this amendment. 

Mr. President, what we are all trying 
to do is to give a stimulant to the econ­
omy. It is needed. A proper stimulant 
can be beneficial, can be helpful. But 
this bill, with a $30 billion loss in rev­
enue, provides an overdose of stimulant 
which, when its temporary effects sub­
side, will produce an adverse reaction. 
It is calculated to rekindle economic 
health, but I am confident that it will 
accelerate and fan-the flames of in­
flation again. Thus, in undertaking to 
give relief of $100 or $200 to the low­
income people, if this stimulates infla­
tion again, it will immediately wipe out 
any benefits they receive. An overdose of 
a stimulant can be helpful. An excessive 
dose can prove harmful to the patient, 
even fatal; whereas, a proper dosage or a 
proper limit can be beneficial. 

Mr. President, when the force and 
effect of this temporary and excessive 
stimulant shall have receded, then the 
patient will be in a more serious condi­
tion, by reason of having become further 
addicted to heavY deficit spending. 
Deficit spending is now so greatly in ex­
cess of 1·evenues that it is becoming in­
tolerable and unsustainable. 

Mr. President, this bill is not all we 
need to consider. I think we should take 
into account what else is happening on 
the expenditure front. Let me point out 
what we have already done, what is al­
ready in the bill, together with this bill, 
to try to deal with this recession. 

We have already enacted Public Law 
93-624, urgent supplemental, which pro­
vides for $2,750,000,000 for extending 
Federal employment benefits; $1 billion 
for public service jobs; $249 million for 
grants to States for unemployment in­
surance and employment services. That 
totals $4 billion. 

We have already agreed to Senate 
Resolution 61, which mandates release 
of $264 million for the HUD home own­
ership assistance program. 

These funds are intended to stimulate 
housing construction when released. 

The House has passed, Mr. President, 
House Resolutions 241-246. These reso­
lutions overturn deferrals of over $80 
million for the Corps of Engineers­
Bureau of Reclamation construction 
program. All of this money, Mr. Presi­
dent, is going to the economy and would 
not have gone into it except for action 
by Congress. 

H.R. 4481, the Emergency Employ­
ment Appropriations Act, has been 
passed by the House. This bill provides 
for $5.9 billion of money to be expended 
to help alleviate the current recession 
conditions. This bill has not yet been 
marked up by the Senate. We have held 
hearings on it. But I have no doubt that 
this bill will be passed-maybe not for 
the full amount, but for a substantial 
part thereof. 

Then, Mr. President, the House 
Democratic leadership announced tl:'Js 
week that they propose to initiate a $5 
billion bill known as the emergency local 
public works bill, to continue the fight 
against recession. 

The House is also moving forward, Mr. 

President, on several new housing sub­
sidy programs for the same reason. 

The Senate is in the final stages now 
of consideration of the bill before us 
and it provides for up to $29 billion, at 
least, Mr. President, in loss of revenues. 
In addition to the broad tax relief of­
fered by this bill, it also provides selected 
antirecession provisions, such as tax 
subsidies to homebuilders, special aid to 
several large corporations, and relief to 
social security recipients. 

Senate Resolution 69 will be ~onsid­
ered by the Senate Committee on Appro­
priations soon after the Easter recess. 
This resolution, which has already been 
reported favorably to the Committee on 
Appropriations by the Committees on 
the Budget and Public Works, would 
mandate release of over $9 billion of im• 
pounded highway funds. This is in ad­
dition to $2 billion that have already 
been released last month. 

Mr. President, the combined impact of 
all of these millions totals, together with 
the bill pending before us, over $53 bil­
lion in revenue loss and increased budget 
authority. To identify these amounts 
more specifically, $4 billion in budget au­
thority has already been enacted; $5.9 
billion is now pending over here in the 
emergency employment bill; $5 bi!Uon is 
proposed over in the House for furthe1· 
local job programs. The $9 billion fo1· 
highways to which I have just referred, 
Mr. President, together with this tax bill 
that is now before us, provides for about 
$53 billion in revenue loss and increased 
budget authority. 

Mr. President, that is not all. Three 
years ago, when I became chairman of 
the Committee on Appropriations, in an 
effort to try to get some control over 
expenditures, in an effort to find a way 
to make reductions in th~ budget and 
hold down the cost of Government we 
initiated a procedure of submitting to 
each subcommittee of the Committee on 
Appropriations that part of the budget 
over which those committees have juris:;. 
diction and asking them to submit to us 
a ceiling of a target that· they would 
undertake to meet in an effort to reduce 
expenditures. I may say, Mr. President 
that that has worked somewhat favor~ 
ably, but not with the full results that 
we had hoped for. But we have, during 
those 3 years, reduced expenditures 
under the President's budget by over $15 
billion in regular appropriations acts. 
We have been able to do that partially 
because of this procedure that we have 
adopted. 

I may say in passing, Mr. President 
that .o~t of the total amount exceeding 
$15 bllllon, over $13 billion of this amount 
came out of the Subcommittee on De­
fense, the subcomittee over which I pre­
side. We have been able to make nu­
merous cuts over 3 years with the purpase 
of trying to hold down expenditures. 

Now, Mr. President, this year, recently 
when we divided up the budget request 
and submitted each part of it to the rele­
vant subcommittees, they have come in 
with. their ceiling targets and, Mr. 
President, I am not criticizing them, but 
they propose, after these reports are 
evaluated and the totals added, ceilings 
that total $6.668 billion in outlays over 

' 



8054 CONGRESSIONAL RECORD- SENATE March 21, 1975 
and above the President's budget. And 
that does not include the significant 
impacts of two bW.S. that I have referred 
to, the Em.e.rgency Employment Appro~ 
priations Act. and the. local public werks 
bi.J.l, that is now proposed over in the 
House. These bills are not. fully ac­
counted for in the $6.668 billion. increase. 

Mr. President~ I say that this $6,668,-
000,000. is the amount th2.t the subcom­
mittes propose as a ceiling even after 
we take into accotmt. the o tlay impact 
of the $5 billion in budget authority that 
we said we would try to- ~ut again h-om 
the military. I simply am pointing wt, 
Mr. President_, what we are doing and 
what Is happening, not. only to our econ­
omy, but what we retrying to Cilo tore­
vive it. I am also pointing out. what is 
happening to the fiscal stabUity of o 
Government. 

Mr. President the impaet of thia is 
going to be, we have heard some argue 
here just a minute ago a deficit ap­
proaching $80 billion to $120 bllllon. I do 
not know whether it will eve; reach $120 
billion. But if we take $80. blllk>n as a 
minimum, Mr. President, that is $00 bil­
lion more that-the Tl"easury must go out 
and borrow in addition to what it ha to 
borrow continuously to finance the pres­
ent national debt that we have. 

Another $80 billion will eury with it 
some $5 billion plus of ad4itlona11nterest 
each year for this Govern ent. It is just 
pyra.miclhlg and pyra.mid.ing. 

Mr. President~ if e think that by giv­
ing a $10 billion ta reba e in the: fa'Ce at 
all of this and we add that. to th:e deftcit. 
if we think we are helping the people 
who are going to be the recipients· of 1t 
<m that we are revitalizing the economy 
of this count:ry by doing it, I say ta the 
Senators that in my judgment~ we are 
adly mistaken. We are simply adding 

more fuel to the :flames; and bringing 
about again a restoration or an aeceie:l:'a.­
tion of inflation that wiD. comrume-more 
than con.mme-every benefit that. the 
recipients aj. these: rebates will derive 
from the 

Mr. President. I. hope that we. ean re­
dl1Ce- this tax bill to some reasonable 
amomltl. in tax reductions and: give o 
incentt e. p it on a so asis, and 
~ to ~ in mind tlmt, U e b eak the 
Tnasury, IDlY benefits- we give the reeip.-
ien will be little value. The erosion 
of the dollar,. . President-by reason 
ot thls' exomttant defleit spending-the 
eJ!O.Iiion of the ollar alone, will wipe out 
every dime that w:e give the recipients 
here as a rebate benefit. 

I hope. Mr. President, that my distin­
guish-ed eollea;g:ue's endmeni- ill be 
adopted If it is' adopted, then 1! think I 
ean give further mnsid'eratio as to 

hether I shall uppo th measure on 
:ftna age. But, . President, if the 
exis tng title is retained in the bill', and 
we keep a bm before m with a loss to 
the Trea:stn"Y of $3'0 btllion, I cannot in 
good eonseience, Mr. President. support 
it as being of benefit to the people it is 
supposed to help, or as in the best lnter­
es.~ o! y co.unby, and I &haU be co -
pelled to. vote agai .t. it. 

lb. Nt1NN. ~.. Pre11 en.t,. will the 
.sma.to.· ;,ield?' 

Mr. McCLELLAN. I yield to the dis­
tinguished Senator from Georgia. 

Mr. NUNN. I commend the- Senator 
from Arkansas. for what I think is an 
excellent. statement, and for looking &t 
the· big picture: and disregarding wha" 
all of us know is the popular ourse at 
this point in history. 

I also commend the Senator for his 
continued diligence in trying to prevent 
the very erosion ef the dollar that is now 
taking place. l know of his past actions, 
and I have watched him closely. 

I would just like to ask the Senator if 
he agrees that those who are going to pat 
themselves on the back if we pass a $30 
billion tax reduction bill, and go baek 
home and tell the hard-working, ordi­
nary income American what they have 
done for him, if in the judgment of the 
Senator from Arkansas they had better 
do it in the first 6 months after passage, 
because, in the judgment of the Senator 
from Georgia, after that first 6 months 
there will be more money coming out 
~f the average American's pocket by 
reason of what we are doing than will 
be going into his pocket by reason of the 
tax rebate. 

Mr. McCLELLAN. I agree with the 
Senator completely. Moreover, the dollars 
in his pocket will purchase a. whole lot 
less. 

I commend the Senator from Delaware 
on the excellent statement he has just 
made-. 
~-President,. I ask unanimoU&consent 

to have printed in the RECOJtD at this 
point a eompilation by members of the 
statf of the Appropriations Committee 
relative to the cost of each of the vari­
ous- proposals contained 1n this measure. 

There being no objection, the compila­
tion as ordered to be printed in the 
REcoRD, as follows: 

The following are the provisions of the 
House bill which have been modified by vari­
ous amendments and the Mansfield sub­
stitute. 

(1) Rebates of 12% with a maximum of 
$240 on lndivfdual income taxes-Cost to 
Treasury-Approximately $10 blllton. 

(2} An optional tax credit of $200'1n lieu 
of t e present $'750 personal exemption­
CC.ost ta the Trea.sury,-$6.1. bllllo , approxi­
mately~ 

(3) Reduction in Tax Rate for 1975: and 
1976. This temporary recluetion is 1n the 
amount of' 1% for the first four tax brack­
ets.-cost to the Tteasury-$2 billion. 

(4) Earned Income Credit-For married 
worker& with !amflles with Incomes of e4,000 

r less, a credit against tax in the amount of 
no more than $400.-cost to Treasury--$1.'7 
billlon. 

(,&) Tax crec:Ut tor home pUl!Chase--For 
individuals purchasing a new residence a 
credit against tax 1n the amount of 5% of 
the purchase of the house, not to exceec;l 
$2,000-Cos:t to Trea.sury-$1 blllton. 

(6) Increase ln In-vestment Credit-The 
lnvestm nt tax credit would be set at 10% 
for a.n inesa taxpayers. (with a 7% rate 
for utillttes). There would be IIIl optional 
llil% to• taxpe..yers so electing tlttough 
December 31, 1975. Those so electing would 
be required to place- a. portion Qf the benefits 
obtained under the Ia% plan in an employee 
stock ownership- pfan.-coat to Treasury­
$~~.<! btlllon. 

'l) l'ilerease' t Corporate SUrtax Ex­
emption. and c::ha.nge 1n Basfc Tax Rate-
The first $50,000 of taxabl e mc:ome 
would be taxed at 18~ to cur-

rent rate of 24% on the first $25,000). Other 
rates would remain the sa.me.-cost to the 
Treasury--$1.9 billlon. 

(8t Increase in Eanlings Permitted to be 
accumulated by Corporation Wi~hout Penalty 
Is- increased to- $150,000 from the- present 
$100.000.-cost. to the. Ttea.sury.-negllgtble. 

(9)' TheTas Credit Available to Employers 
wllo hire Federal Welftn'e recipients is ex­
tended to non-business employees.--Cost t o 
the Treasury-negligible. 

(10) Repeal of Excise Tax on Certain 
Motor Vehicles-this would eliminate' the 
10% excise tax on trucks, buses, and Trailers. 
rt. is currently scheduled to drop to 5-% in 
19'Z7 .-cost. to the Trea:mey-$700 million. 

(11) Special Payments to Social Security 
recipients_ of $100, to be appropriated from 
genel:al funds.--Cost to the Treasury- $3 
blllion. 

AMENDMENTS THAT HAVE BEEN ADOPTED 

(1)' Hollings-Kennedy as MOdified by 
Bartlett Elimination o! oil depletion. allow­
ance for producers or- over 2,000 b/d or 
12",000 m/cf of natural gas; modification of 
foreign tax credit and tax deferral of foreign 
profits. :Revenue gain 'by best estimates of 
app1·oximatley 3.5 bil.IJon dollars. 

(2) Humphrey Amendment-to extend the 
deferrment period for reinvestment. 1n resi­
dences to 18 months from the current 
lZmonths. 

(3) Hart Amendmen1r-Umiting the effect 
of the Committee's loss earryback provision. 
Chrysler Corporation is the principal benefi­
ciary of this provision.. 0<4-t $500 mWlon. 

(4) Tunney Amendment-treating ehild 
care expenses as a deduction on an optional 
$50 per month tax credit if the care 1a re­
quh·ed for gainful employment,. Cost: $110 
million. 

(5) Domenlcl-Humphrey Amendment 
creating tax incentives. for installlng home 
energy conservation materials. Cost.~ Approx­
imately $750 milllon. 

(6) Percy Amendment requlring the dye­
ing of certain fuel oils. 

(7) Javits Amendment extending unem­
ployment conservation for those eligible un­
der the 1974 Emergency Unemployment Act 
for an additional 3- months. Cost= $200 mil­
lion. 

As the bill presently- stands, there is ap­
proximately $32.36 billion in revenue loss. 
Thi-;ls offset 'by $3.5 billion gained aS" a result 
of the various oil depletion amendments. 
Should Senator- Bumpers amendment pass, 
this would eliminate $10 billion in revenue 
loss. 

Mr. McCLELLAN. MI·. President, I 
yield the tloor. 

Mr. STENNIS. Mi·. Presidenty I com­
mend the junior Senator from Axkansas 
on this excellent amendment, and I ask 
the Cbair to call me in 5. minutes. 

Mr. President, r believe that the com­
monsense of the people of this country 
has fully realized that this is no time to 
be paying rebates, even though some of it 
would come to them, out of a Treasury 
that already has an estimated deficit for 
this year of more than $34 bimon. 

Mr. President .. I do not believe it fs 
necessary for so many people w be com­
ing in and going across here. I just want 
to take a few minutes to make a point 
that I do not believe has been made. 

I believe the commonsense oi the peo­
ple C1f this ecnmtry has sensed the situa­
tion already, that even on its faee it is 
almost rldleulous to be paying a rebate 
back out of a Treamry that is ah·eady 
broke to the extent of $3 b ion,. Jn a 
year that emf m 3 &. They 

e the fact that 1dtb the JJ!'CEI)eCt of 
grea er efi.dt f ~ l9'l they ha 
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to pay this money back, or their children 
will, with compound interest. 

That is exactly what I believe will hap­
pen. I do not believe we are going to get 
anything for this $8 billion. There is no 
evidence that says we are, except the 
very slightest kind of employment-far 
less than one-half of 1 percent help, as 
I have understood, on employment. 

Mr. President, there are alternatives. 
We set priorities all the time for what we 
are going to do with Federal dollars. 
Then just the last 2 weeks, for example, 
we have been taking proof on the public 
works projects of the U.S. Engineers and 
the Bureau of Reclamation. We have 
found there are ongoing projects now, 
with contracts already let and the work­
men on the job, that could be stepped 
up. Those that are already ongoing run 
anywhere from $400 million to $500 mil­
lion. That could be done within 2 weeks 
to 3 weekS. 

Then there are many other on-the­
shelf projects that are ready to advertise 
and to get into motion and employ more 
and more people. We are compiling the 
statistics on this now, to show how many 
more years there will be for this new em­
ployment. So we set priorities. We make 
comparisons all the time; and we are 
getting down now, to some commonsense 
here. 

The country is in bad shape. We have 
got to meet this matter of employing the 
unemployed, but there is only one way 
to do it, if we are going to be practical, 
which is to employ people. 

I have sensed from the beginning that 
this matter of a rebate was just to even 
up the score and make everyone satis­
fied, like the appropriation bills that 
come in sometimes--there is something 
in it for everybody. I believe that is the 
nature of this bill, and I believe we would 
have a far more effective bill, a cleaner 
bill and a more honest bill, if I may use 
that word, if we took this part out of it 
with a clean cut, hold future hearings, 
and I further believe, Mr. President­
may we have order? 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. STENNIS. I believe it the full 
membership of this body had heard the 
splendid arguments made here on the 
merits by our new Members in this body, 
who have been long and patiently study­
ing this matter and have reached this 
conclusion, they would agree that here is 
something that is not going to do the 
good intended, it w1I1 not work as a prac­
tical matters, and it ought to be taken out 
and something else done. 

So again I commend these gentlemen 
for the work they have done. We will 
have these figures in here, the senior 
Senator from Arkansas says, in these 
appropriation bills, maybe the first of 
next week, if we stay over. Certainly the 
proof 1s already in-tangible, definite, 
and certain, and it means employment. 

Mr. President, I yield the fioor. 
Mr. MORGAN. Mr. President, ·my dis­

tinguished colleagues who are sponsoring 
this bUl and my distinguished colleagues 
who have already spOken in support of 
the amendment, have ably and well pre­
sented the arguments 1n support of the 

measure, and I will not undertake at this 
time to repeat them, except to say to my 
colleagues and for the record that I con­
cur wholeheartedly 1n almost all that has 
been said 1n argument 1n support of this 
amendment. 

I was particularly impressed, as the 
President was, when the distinguished 
majority leader said on the floor of the 
Senate a couple of days ago that he could 
not support this bill or the bill pending 
before the Senate that carried such a 
large tax reduction. 

Neither can I, Mr. President. I do not 
understand all that the economists say. 
But I make no apology for it, because I 
find that they do not agree among them­
selves; and I do not know whether deficit 
spending has any direct relationship to 
the high cost of money in the private 
sector or economy or not, but I believe 
that it does, and I believe that the Amer­
ican people think that it does. 

For that reason, if the Senate should 
pass a tax reduction bill carrying a re­
duction of more than $31 blllion, I be­
lieve that it would so shake the confi­
dence of the American people that the 
bank reserves, which my distinguished 
colleague from Arkansas says are higher 
than they have been in 7 years, will grow 
even higher, because the people will lack 
confidence in our system and they will 
not be willing to invest in the system. 

During the last 12 months I traveled 
more than a quarter of a million miles 
back and forth across North Carolina 
talking with people from every walk of 
life, and I can say to my colleagues that 
they believe that deficit spending and 
borrowing, continually borrowing, by the 
Government of money to make ends 
meet has a substantial effect on the 
interest rate. 

Maybe I do not understand the com­
plexity of the system, and that may be 
a virtue, Mr. President, for I am a di­
rector or I was a director of a relatively 
small rural savings and loan that has 
only about $20 million savings. But up 
until the middle of last year we were 
continually making loans for new homes 
in my general area. 

But, as the Government continued to 
borrow money, and the interest rates 
began to grow, our savers began to draw 
their money out of our savings and loan 
and to such an extent that we had no 
money to make loans for new housing 
starts in our general area. Even the 
stockbrokers were calling our savers and 
saying to them that they were putting 
together large blocks of money to invest 
at much, much higher rates of interest. 

Whether or not a $50 billion deficit or 
a $80 billion deficit or a $120 billion 
deficit will cause interest rates to rise or 
not is immaterial. The fact is that the 
people think that such a deficit would 
cause them to rise, and if they think 
that, it is going to have that effect. 

So I wholeheartedly support this 
amendment. I hope we can act, .and we 
can pass it and assure the American peo­
ple that this body is acting responsibly. 

I have heard a number of my col­
leagues who have voted for various 
amendments which would cost the 
Treasury billions of dollars say: 

Well, the conference committee will take 
this out. 

This blll wlll be reconciled 1n the confer­
ence committee. 

I have no doubt but what the confer­
ence committee will substantially reduce 
the amount involved in the Senate blll 
if it is now passed. But the fact is that 
the American people will feel that the 
Senate has not acted responsibly fiscally. 

For that reason, Mr. President, I am 
going to vote for this amendment. I 
have said to my people on statewide 
television in North Carolina that I did 
not favor rebates and, in all likelihood, 
I would vote against the tax reduction 
because I feel that the economy can be 
best stimulated by stimulating housing 
or promoting new housing starts, and 
in many other ways. 

To that end, I have introduced a bill 
that would provide $20 billion for new 
housing starts at 6 percent interest. I 
realize that the likelihood of that bill 
passing is not that great, but it is a seed, 
it is an idea, and I believe that if the 
Senate would move as hastily toward cre­
ating new housing starts as we are now 
moving in this bill, that we can best 
stimulate the economy. 

Mr. HUMPHREY. Mr. President, I 
shall not take much time of the Senate. I 
want to commend those who have par­
ticipated in this debate. It seems to me 
that this is perhaps one of the most 
thoughtful and provocative discussions 
we have had on economic policy. 

The debate also reveals the under­
standable differences that responsible 
Members of the Senate have on economic 
policy. 

There are no absolute remedies and 
cures for our national ills. I do not think 
anyone really can say positively that 
the program that he may embrace is the 
one that will produce the desired re­
sults. We are all groping for answers, 
and we are attempting to bear upon 
the problems of inflation and recession 
what knowledge we have and what un­
derstanding we have of the economic 
situation. 

I would like to put the proper focus 
upon my concern in this debate. My 
concern is the deficit. But the deficit that 
I am most concerned about is the deficit 
that is taking place throughout the Na­
tion 1n Jobs, 1n income, in production; 
a deficit, if you please, that ~-ou see re­
flected 1n the unused plant capacity, and 
it 1s that deficit that has precipitated 
and produced this huge Federal budget 
deficit. 

Mr. RmiCOFF. Mr. President, I won­
der if the Senator will yield for a ques­
tion. 

Mr. HUMPHREY. Yes. 
Mr. RIBICOFF. First, may I say that 

I have the greatest respect for my col­
league from Minnesota, and I do not re­
call anyone who, 1n such a short time, 
in taking over the chairmanship of the 
Joint Economic Committee, has done so 
much constructive work. 

There are many questions in the minds 
of the people of the country and, I think 
Members of the Senate • .eoncerning the 
!allure of economic predictions during 
the past few years which cause a great 
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deal of uncertainty, and there is great 
concern at the same time of how do 
we continue on this deficit and still have 
such a large tax cut. 

I wonder if the distinguished chair­
man of the Joint Economic Committee 
would give us his point of view of why 
we need a substantial tax cut at this 
time. 

Mr. HUMPHREY. I shall attempt to 
do that, if the Senator will bear with 
me. That is what I wish to address my 
remarks to. 

I said that I was essentially concerned 
about the deficit that I see in the Nation. 
Let me just pinpoint the meaning of 
that. 

First of all, the deficit in jobs, not 
only 7.5 million jobs--

The PRESIDING OFFICER. The 
Senate will be in order. 

Mr. RIDICOFF. Mr. President, may 
we have order because I think what the 
distinguished chairman of the Joint 
Economic Committee is going to tell us 
is of great importance. There is so much 
confusion as to the nature-

The PRESIDING OFFICER. I will ask 
the Senators to take their seats, please. 
If the Senators wish to converse, please 
retire to the cloakrooms. 

The·senator from Minnesota may con­
tinue. 

Mr. RIBICOFF. There is such confu­
sion regarding the problem of deficits, 
lack of jobs, underproduction, their re­
lationship with one another, that I do 
not believe we can address ourselves to 
these problems unless we understand the 
correlation of all of them. 

It is my personal opinion that there 
is no one in this body who is more quali­
fied to address himself to the inter­
relationship of these economic problems 
than the distinguished Senator from 
Minnesota, and that is why I believe 
what he has to say is of the utmost 
importance. 

Mr. HUMPHREY. I am very grateful 
to the Senator from Connecticut. 

Mr. President, let me say I can only do 
the best that my limited information per­
mits me, provides me, but I would like to 
just discuss for a short period of time the 
situation as I see it, and what we might 
do about it, and what kind of treatment 
we might lend to our difficulties. 

I said I was deeply concerned, in fact 
most concerned, about the deficit that I 
saw in our Nation. This is not to in any 
way downgrade or to have a lack of con­
cern about the deficit that I see in the 
Federal budget. But the deficit that I see 
is 7.5 million people unemployed, total­
ly unemployed, with no income, unable 
to pay their taxes, unable to meet their 
bills; on top of that, 3.8 million who want 
full-time work, who are working less 
than halftime or about halftime; and 
to add to that, if you will, another half­
million who have dropped out of the em­
ployment market because they have be­
come discouraged looking for work. 

This adds up, accor~.ing to the most 
reliable estimates, to about 10.9 percent, 
almost 11 percent unemployment. 

Added to this is a drop in our gross na­
tional product of substantial proportions, 
a drop in productivity per worker, per 

man-hour, due to the fact that the plant 
capacity of this country is not being used. 

We are now about 25 percent below our 
capacity in the utilization of plant and 
equipment, and everyone knows when 
those conditions prevail that the cost of 
articles produced in those plants goes up. 
In other words, recession has fed infla­
tion. 

There are other matters of deficit I am 
concerned about. For example, it is esti­
mated by the President's Office of Man­
agement and Budget that for the years 
1974, 1975, and 1976 the loss of income 
due to unemployment over and beyond 4 
percent will be approximately $600 
billion. 

That is $600 billion of goods and serv­
ices not produced that ought to be pro­
duced without straining our plant ca­
pacity, without having an inflationary 
impact due to excessive demand, or heavy 
or unusual pressures upon the employ­
ment market. 

Mr. RIDICOFF. Will the Senator yield 
at that point? 

Mr. HUMPHREY. Yes. 
Mr. RIBICOFF. Is it not true, if we 

had the production which this Nation 
has a capacity to achieve, instead of run­
lling governmental Federal budget defi­
cits, we would be running Federal budget 
surpluses? 

Mr. HUMPHREY. The Senator is ab­
solutely right. It is a fact if we were 
operating today at 4 percent unemploy­
ment, we would have a budget surplus of 
$12 billion to $15 billion. If we were ope~·­
ating at about 4.5 to 5 percent unemploy­
ment, we would have a balanced budget. 

But we have 8.2 percent unemploy­
ment, plus a good deal of underemploy­
ment and part-time employment. It 
should be noted that for every single per­
centage point of unemployment, we lose 
about $12 billion in revenues. For every 
single point of unemployment, approxi­
mately $12 billion in Federal revenues. 

Now, let me explain again what I 
consider the horrendous deficit in this 
country. 

According to the budget estimates 
given us by the Office of Budget, between 
1974 and 1980 our country will lose $1,-
500,000,000,000 in lost income. That is be­
cause, again, workers are not on the job, 
that is because the plant capacity is not 
being used, and that is, of course, because 
consumers are not able to purchase. 

So I see that the great need is, how do 
we decrease, how do we absorb any work­
ers into the work force? How do we get 
our plant capacity back into production, 
and how do we, in other words, get peo­
ple to work and to produce? 

This is the task that is before this 
Chamber and the Congress and the ex­
ecutive branch of the Government. 

I do not mean to say that Government 
alone can do this. But it is my judgment 
that the lack of continuity of policy or, 
to put it another way, the mistake in 
judgments that have been made over the 
past years on economic policy have pre­
cipitated this tragic recession in which 
our country finds itself. 

Likewise, those policies have aided and 
abetted the double-digit inflation which 
was the fact of our time this past year. 

So we need take a look now at what 

Government policies can do to alleviate 
the pain and the suffering, to increase 
jobs and income, to put our workers back 
on the job and to utilize our plants and 
equipment. 

Once that is done, whatever impact it 
might have, that immediately starts to 
reduce the Federal Government's deficit, 
it immediately starts to generate com­
merce and turn the wheels of industry, it 
inunediately starts putting people back 
on the job so that they can pay their 
taxes, that they can meet their bills, and 
that they can buy the t.hings that they 
use and that they need. 

I am not unconcerned about the Gov­
ernment's deficit. I do not like either 
private deficits or public deficits, but I 
think we have to take the choice here 
between two rather difficult and unhap­
PY alternatives. 

The one alternative is to do too little 
and to do it too late as we approach the 
dimensions of a Federal budget deficit. 

That is, to some people, frightening, 
and I can understand how people feel 
r-... bout that because these figures we are 
talking about today are enough to bog­
g1e the mind, so to speak. 

But here we have this deficit. What­
ever we wish to call it, it is large-wheth­
er it is $65 billion which the administra­
tion now admits it will be, or the $75 bil­
lion the Joint Economic Committee said 
our program would result in, or whether 
it is what we call the off-budget deficit, 
which includes the unified budget and 
those other items like Export-Import 
Bank, the Fannie Mae, the Ginnie Mae, 
and a number of these borrowing and 
lending programs which, if added into 
the budget, become very sizable items. 

The off-budget direct loans, the Export 
Import Bank, Rural Electrification Ad­
ministration, Rural Telephone Bank, the 
Housing f<>r the Elderly, Federal Deposit 
Insurance Corporation, Federal Financ­
ing Bank, U.S. Railway Association, En­
vironmental Financing Authority, these 
are the so-called off-budget items and 
they run into a very substantial amount. 

In fact, for the year, estimated for 
fiscal 1975, they were $20 billion. For 
fiscal 1976, they run about $14 billion. 

So when we add those into whatever 
budget deficit we normally look upon as 
budget deficit, the figures become really 
very, very big and to many people 
alarming. 

But the answer is not to stand here 
and feel we have just got to do some­
thing about that deficit and to be liter­
ally transfixed by it and paralyzed by its 
meaning, but to do something to get 
at it. 

Now, the simple fact is that if we cut 
that budget, as some people have recom­
mended, we are going to precipitate even 
greater recession. No one denies that. 

The administration does not; not an 
economist. No one comes in and says we 
have to slash the budget because to do 
so would throw the country into an eco­
nomic tailspin, the consequences of 
which we could safely predict. 

Therefore, we have to face that budget 
deficit. We know it has to be financed 
and we have to ask ourselves how we 
can bring it under control, how we can 
start to reduce it. Interestingly enough, 



March 21, 1975 CONGRESSIONAL RECORD- SENATE 8057 

and almost paradoxically enough, the 
only way that we have been able to de­
sign thus far, insofar as governmental 
policy is concerned, is through what we 
call fiscal and monetary policy. 

Mr. RIBICOFF. Will the Senator yield 
at this point? 

Mr. HUMPHREY. Yes. 
Mr. RIBICOFF. Now, during the 

course of the last few months, the Sen­
ator had before him economists and pri­
vate individuals, every walk in life, 
Republican, Democrats, liberals, con­
servatives--

Mr. HUMPHREY. Bankers. 
Mr. RIBICOFF. Middle-of-the-road, 

bankers, industrialists, labor leaders. 
Could the distinguished chairman give 

us a resume of the thinking of this large 
group of people from all walks of Ameri­
can economy, what their advice to the 
Joint Economic Committee was? 

Mr. HUMPHREY. Yes, and might I 
add, today we issued our report of the 
Joint Economic Committee, and in that 
report there were a series of items that 
were supported by both majority and 
minority. 

The basic items were supported by both 
sides of the aisle, in the House and 
Senate, and a large temporary tax cut, 
including a rebate, that was as the result 
of our hearings. 

Second; a substantial increase-and we 
have the :figures on it-in public service 
employment. 

Three, an extension and an increase 
in unemployment compensation. 

Four, a housing program with reduc-
tion in interest. 

Five, an expansion of money supply. 
Mr. RIBICOFF. Along that line. 
Mr. HUMPHREY. Yes. 
Mr. RIBICOFF. The question has been 

raised with great seriousness by a group 
of Senators that all of us should respect. 

I am deeply impressed with the new 
Senators that have come to the Senate 
this year. I do not believe there has ever 
been an infusion of more quality in the 
U.S. Senate than represented this year 
by the men that have been added to this 
body. 

I think that the questions they have 
should be taken very seriously. They are 
close to the people. They have just gone 
through an election. They know the 
thinking of the people back home. What 
has been the consensus concerning the 
value of this so-called rebate to get the 
economy going? Is it useless? Is it mean­
ingful? What role will the rebate play in 
getting our economy going again? 

Mr. HUMPHREY. I think I can say 
that, as a result of the witnesses we have 
listened to, the rebate is a useful part of 
a total tax reduction package. I person­
ally do not think that the rebate does as 
much good as the kind of permanent tax 
adjustments you make, such as the tax 
credit that is in the Senate bill and other 
measures that we have in the Senate Fi­
nance Committee bill. 

I just list some of the witnesses that 
we listened to: Mr. Paul McCracken, one 
of the members of the Federal Reserve 
Board years ago and Chairman of the 
Council of Economic Advisers under Pres­
ident Eisenhower; Dr. Heller, Dr. Okun, 
Dr. Houthaker, a very famous and what 

you might call conservative economist; 
Dr. Ackley, along with Merrill Lynch, 
along with Leonard Woodcock of the 
United Automobile Workers, and the rep­
resentatives that came in from the AFI.,.. 
CIO. Each and every one of them said the 
package that we were working on here 
in the Senate, the package that included 
the rebate-and they emphasized the re­
bate, itself-would have a stimulating 
effect. 

I think there is substantial evidence 
here, as was said most responsibly by our 
able and good Senator from Arkansas, 
that there is a public opinion poll that 
shows that a number of people who would 
get the rebates say they would save them. 
That is what they say now. 

But even if they did, it becomes a part 
of the total economic structure of the 
country. 

Mr. PASTORE. Will the Senator yield? 
Mr. HUMPHREY. Yes. 
Mr. PASTORE. We must admit that 

the rebate in and of itself will not be 
the answer to our problem. Anyone who 
pretends that is just living in a different 
world. 

The fact is that we have had a gigantic 
,gross national product of a trillion and 
a half. Surely $8 billion is not going to 
have that much of an effect. We all admit 
that. But it is part of a large package. 

Mr. HUMPHREY. That is the point. 
Mr. PASTORE. I think the most im­

portant thing today is to restore the peo­
ple's confidence. They have lost confi .. 
dence. People who are in need of certain 
articles and commodities, who have mon­
ey, are not spending the money for the 
reason that they do not know what is 
going to happen. 

I understand one of the recent polls in­
dicated that most of our people think 
that we are drifting into a depression. 

When people begin to lose confidence 
in their Government, when they begin to 
lose confidence in the free enterprise sys­
tem, that, of course, will create chaos. 
What we need to do now is to affirma­
tively come forwatd and do everything 
that we possibly can. It will not neces­
sarily mean that everything we do is 
right, and not everything that we hope 
will accomplish that result. But we have 
to do something. With most of the econ­
omists-they are not always right and 
not everything that the:,' think or say is 
sacrosanct-the fact remains that it is 
almost unanimous that we have to have 
a large rebate in order to get things 
going. 

Mr. HUMPHREY. The Senator has put 
his :finger on it. What we have here is a 
package. What we need to do is to estab­
lish a policy. Once the people of America 
know what the policy is; once the in­
vestment community knows what the in­
vestment tax credit is going to be; once 
the utilities know that they will have 10 
percent tax credit instead of 4; once the 
individual knows that his paycheck each 
week will be better because of the tax 
reduction; once an individual knows he 
will get a rebate on taxes for 1974; once 
the ground rules are established, Mr. 
President, I predict this economy will 
start to move ahead and move ahead 
much more rapidly than the prophets of 
doom and gloom have predicted. There 

is great ability in this economy, but the 
real problem has been no one knows what 
the ground rules are. No one knows how 
long we are going to be in any one posi­
tion. We are now saying that we are go­
ing to give a tax rebate on 1974 income, 
a maximum of $240. Then we are saying 
in the Senate bill, and in other items, 
that there will be a tax credit; there will 
be an investment tax credit; there will 
be a housing credit. There are certain 
things that are being laid down so that 
the investment community and the con­
sumer community will know what is go­
ing to take place. 

Again, we cannot be positive. Vle can­
not be sure. But I will say one thing we 
can be sure of: If we do too little a:!ld too 
late, we will be in the pit of economic 
despair and depression. 

We have been proceeding rapidly to the 
bottom of that pit. The whole country is 
waiting to see what we are going to do. 
They are waiting to see what the Govern­
ment of the United States is going to do 
about the economic plight that affects 
this Nation. 

I would remind this distinguished body 
that we are capable of :financing our 
deficit. I remind the Senators here that 
not a single witness who appeared before 
the Joint Economic Committee from any 
segment of our economy said that we 
were incapable or unable to finance 
a deficit much larger than had been pre· 
dieted-deficits up to $75 and $80 billion, 
and billions and billions of dollars and 
more, and be able to :finance it without 
impinging upon the needs of the private 
money market or without raising interest 
rates. 

It will necessitate cooperation from the 
Federal Reserve Board. That cooperation 
is slow in coming, Mr. President. This 
morning's Washington Post carried the 
story that the supply of money has been 
increasing at about seven-tenths of 1 
percent, the annual rate, over the past 
3 months. It has to come better. That is 
why we have been encouraging the Fed­
eral Reserve System to take a look at the 
picture that is before us and to cooperate 
with the fiscal policy which we are at· 
tempting to establish here. 

I am not unaware of the dangers in­
volved here in deficit :financing. That is 
why, in the resolution passed by the 
Federal Reserve Board, we did not set any 
percentage of money supply, even though 
men of the quality of Mr. McCracken 
said from 8 to 10 percent is what the 
money supply ought to be in terms of in­
creased money supply. We have simply 
said we wanted the Federal Reserve 
Board to become a part of the team. 

Mr. GARY W. HART. Will the Senator 
yield for a question? 

The PRESIDING OFFICER. The Sen­
ator will suspend for 1 moment, please. 

The Chair will ask the members of the 
staff who ar·e here by unanimous consent 
to try to retain their seats. If they leave, 
leave by the side doors rather than the 
doors closer to the Chair so we can main­
tain order in this Chamber. 

Mr. HUMPHREY. I yield to the Sena­
tor from Colorado. 

Mr. GARY W. HART. I thank the Sen­
ator for yielding. 

I think what is t roubling many of us 
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is the problems this . count ry faces are 
different from the problems, economi­
cally, that it faced in the past, and the 
)Ossibility that soluttons which may have 
worked 10, 20, or 30 years ago may not 
work against a new set of problems. 
Frankly, what I find most disturbing 
about the argument. ·made in favor of 
the Senator's position is the names he 
·efers to as authority. If there is any 

one characteristic which distinguishes 
those names, aside from their credentials 
and their background, it is that on many 
occasions, on both sides of the economic 
spectrum, they have been wrong. Many 
of them are responsible fo.r the situation 
this country is in today. 

My question to the Senator is: Did the 
Finance Committee or the Joint Eco­
nomic CommitteE! hear testimony from 
new economists, new theories, people who 
are not relying on past solutions, who 
may have some new ideas of how to stim­
ulate this economy and accomplish the 
1·esult that all of us want? 

Mr. HUMPHREY. May I say that the 
chairman of the Joint Economic Com­
mittee has said repeatedly to the staff 
of that committee and others, "I want 
to hear the new voices in Ame1ica. I want 
to hear new ideas. I think this com­
mittee needs new ideas." 

But when a man comes down from 
MelTill Lynch, and they did not get 
where they are by being stuffy, stodgy 
and stoogy, when they come down and 
testify before us with a battery of young 
economists, younger than Senators in 
this body, and say the things that they 
did, I listen. 

Might I say that I do not consider a 
man like Dr. Okun worn out. 

I do not think there is a brighter mind 
in the American economy scene than Dr. 
Walter Heller. 

Youth does not necessarily give you 
wisdom. It gives you enthusiasm and it 
gives you vitality. There is no substitute 
for experience. 

I think that what we have been talk­
ing about here is the past, in many areas. 
We tried the public works route. We tried 
it in the depression. We still had 10 per­
cent unemployment in 1940. 

I am a New Dzaler. I believe in what 
Roosevelt tried to do. But in those days 
they did not have the courage to use the 
fiscal stimulant. They used budget 
deficits but not the tax program. 

What happened in 1964? That is not 
long ago. What happened with respect 
to the Kennedy tax cut, which was passed 
at the time of President Kennedy and 
came into being when Lyndon Johnson 
was President? We had a $12 billion tax 
cut, which in today's economy is about a 
$25 billion or $26 billion tax cut. It had 
t.he immediate effect, within a few 
months, of stimulating the economy, and 
the increase in revenues in 1 year was 
more than the tax cut. 

The $30 billion tax cut we are discuss­
ing is about the same kind of tax cut 
that we had back in 1964. Related to 
the gross national product, it is 2 per­
cent of the gross national product of 
this country. 

The question about the $30 billion tax 
cut is not whether it is too big but 
whether it is too little. I think we need 

--- --

to have some da.ring. We need to do some­
thing else but figure out how we can 
simply build.' more water and s.ewer. proj­
ects, _even t~qugh I think they_ are im­
portant. I think there is the need of the 
mix. · · 

We · have had . some of the brightest 
minds this country has available oneco­
nomic and finance policy. 
~r. KENNEDY. Mr. President, will the 

Senator yield? 
Mr. HUMPHREY. I yield. 
Mr. KENNEDY. Mr. President, I agree 

with the remarks of the chairman of the 
Joint Economic Committee and the Sen­
ator from Rhode Island (Mr. PASTORE). 

The Senator from Minnesota is entire­
ly right in reviewing some of the eco­
nomic history of the earlier period, par­
ticularly in· the early 1960's. · 

In January of 1961, we had a 7-percent 
unemployment rate nationwide, coming 
out of the recession of 1958. As the Sena­
tor from Minnesota understands full 
well, under the leadership of Walter Hel­
ler t..t that time, that unemployment was 
brought down to 3.5 percent. This was 
by 1964, and this was prior to the buildup 
in Vietnam. We had the longest reriod of 
economic growth and price stability in 
the history of the Nation. We had a 3.6-
percent increase in inflation in 3 years. 
We have that in 3 months at this time. 

Not that we have to take everything 
that Walter Heller or Art Okun or Joe 
Peckman have to say, but I would chal­
lenge the economists, either the younger 
economists or the radical economists­
and I have had an opportunity to ex­
change some ideas with them as well-! 
would challenge any of the track records 
of those individuals with the predictions 
or projections or performance in terms 
of this partiCular issue. 

I am a memoer, a new member, of the 
Joint Economic Committee. I feel that 
the case that has been made about the 
rebate provisions in terms of early.action 
by the House .and the Senate in this area 
is of the greatest importance and con­
sequence in terms of the total package. 

Many of the individuals who have ap­
peared before the Joint Economic Com­
mittee urged the House and the Senate 
last year to have ·a $6 billion tax cut, 
with a $6 billion closing of various tax 
loopholes. The Senator from· Minnesota 
was a cosporu?or of that proposal. We de­
bated that issue here for 10 days, and it 
was filibustered. We listened to editorials 
from the Wall Street Journal that said 
this was too strong a medicine at that 
time. There were a number of people 
here who effectively filibustered that ef­
fort, which was cosponsored by the Sen­
ator from Minnesota, a bipartisan effort. 

In any fair analysis of the hearings 
we have held in the Joint Economic 
Committee, in questioning any of these 
economists, they ~aid that if Congress 
had taken the action last year, just $6 
billion, the greatest percentage of .the 
problems we are facing in our economy 
at the present time could have been 
avoided. They make the case, I think 
convincingly so, of the importance of 
this front-end effort which is included 
in the rebates. 

I have a good deal of respect for those 
who have offered this amendment and 

for their thoughtful presentation of it 
to the . Senate. But I do feel that this -is 
an extremely.· important aspect of the 
package that has been developed·, and I 
hope that the position taken by the Sen­
ator from Minnesota and others will be 
maintained. It is an important aspect 
for the reasons that h~ve been talked 
about, and I need not develop it. I hope 
the amendment .will b3 agreed to. 

Mr-. BIDEN. Mr. President, . will the 
Senator yield? 

Mr. -HUMPHREY. I yield . . 
Mr. BIPEN. Mr. President, I direct my 

remarks to -the distinguished Senator 
from Massachusetts . and some of the 
comments . made by the distinguished 
Senator from Minnesota. 

Will either Senator tell me whether or 
not the rebate is justified if, in fact, peo­
ple do not spend the rebate on durable 
goods? 

Mr. HUMPHREY. Yes, I would think 
so. 

Mr. BIDEN. How? 
Mr. HUMPHREY. I do not think dur­

able goods are necessary at all. Con­
sumer goods may be very vital, if they 
spend it on consumer goods, if they spend 
it on energy and food. That still will help. 
It is . money in circulation, and that is 
:what it is all about. It is the money get­
ting into circulation. 

Mr. BIDEN. I have heard 'the same 
economists the Senator has heard, and I 
have not heard one say that. I have not 
heard one say that if the money is spent 
on energy and food, it will have the. stim­
ulative effect for which it was designed. 

Mr. HUMPHREY. -It would be better 
served if it were spent on other things. 
But what is needed, strangely enough, is 
spending. 

Mr. BIDEN. I agree wholeheartedly. 
Mr. HUMPHREY. Do not misunder­

stand me. As I said to. the Senator pri­
vately-and I say it to him on the floor 
of. th~ SeAate--:I do not think the rebate 
is the alpha ~nO. omega of economic 
tr~atq1ent here; but it is part of a total 
package, and it does give an economic 
shot. 

Some of that rebate may be saved, a 
the Senator says. But much of the sav­
ings that are put aside like that are very 
temporary, and they are drawn out. Even 
if ~t is put aside, it still has some impact 
on the economy; and I think that if you 
tie -it in, it makes a substantial impact. 

The only question before this body.:......... 
and I am going to raise it again and 
again-is, Is what we are doing big 
enough? Is what we do today enough to 
stem the tide of recession? 

Remember, the President was saying, 
up to Christmas, that we should have a 
5 percent tax increase. That would have 
been an economic disaster. 

As the Senator from Massachusetts 
properly said, he sponsored a measure, 
in which I and several others joined, 
which offered to give a tax reduction; 
because we saw the recession not in Jan­
uary of this year but last year, as other 
Senators did. · 

Mr. BIDEN. I was .also on the Budget 
Committee and the Banking Committee 
and made the same statement, that I 
did not think a balanced budget was in 
the best interest. But the Senator from 

' 
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Massachusetts and the Senator from 
Minnesota talk about this being one part 
of a package, and that should be put in 
perspective. It is a third of the entire 
package. 

Mr. HUMPHREY. No, it is not. 
Mr. BIDEN. In terms of this bill, it is 

$10 billion. 
Mr. HUMPHREY. The Senator is talk­

ing about a third of the tax package. 
Mr. BIDEN. That is correct. That is 

what we are talking about right now. 
Mr. HUMPHREY. The economic stim­

ulus that the Senator from Minnesota 
is talking about is not just a tax pack­
age. It is other things, things we are try­
ing to do in the housing market, on which 
we have basic agreement. 

Let me be fair. I do not know whether 
all this is going to do as much good as 
we hope it will. But I have enough con­
fidence in those who have been advisers 
to me to say that the package on the 
tax or the fiscal side should be accepted 
and we should give it a run, because to 
delay or to have it too little is to waste 
it all. If we think it so small, it will do 
nothing, and all it will do is to lose rev­
enue. But if we can make it big enough 
to have an economic impact, it will gen­
erate jobs, it will start to cut down the 
Federal deficit, it will increase the gross 
national product, and I think it will be 
helpful. 

I know the Senators want to vote on 
it. I am ready to yield the floor. 

Mr. BIDEN. I appreciate the Senator's 
candor. My concern-· -

SEVERAL SENATORS. Vote. 
Mr. STEVENSON. Mr. President, a 

one time tax rebate-as contrasted with 
permanent tax reduction-will cause a 
major increase in the Federal deficit 
while doing little to stimulate the econ­
omy. 

A single $100 to $240 check from the 
Government will cause virtually no one 
to make major new expenditures in sec­
tors of the economy hit hardest by reces­
sion. Consumer spending patterns are 
gmrerned by long-term expectations of 
futm·e earnings-not by month-to­
month fluctuations in income. Consum­
ers increase spending when they expect 
a permanent increase in income--and 
have confidence in the future. But with 
over 6 million people out of work, con­
sumel· prices rising at a rate of over 7 
percent a year, industrial production de-

. clining at a record rate, and the pros­
pect of a vastly increased rate of infia:. 
tion under the President's energy pro­
gram~ few have much confidence in the 
future. Instead of committing themselves 
to major new expenditures, consumers 
will use their rebate to pay off old debts, 
add to their savings, and attempt· to 
compensate for the crippling erosion in 
incomes which they have suffered as a 
1·esult of more than a year of double 
digit inflation, rising energy costs, es­
calating utility bills, and massive unem­
ployment. 

As a result, the rebate will be wasted. 
Inst-ead of being put to productive use on 
the Nation's burgeoning public problems, 
the Treasury will be drained of an addi­
tional $10 billion. The $10 billion which 
would be spent for rebates exceeds by 

$2 billion the entire sum spent on Fed­
eral programs for natural resources and 
the environment in fiscal 1975. It is more 
than six times as much as we are spend­
ing on energy. And it is m01·e than three 
times as much as we are spending for 
the Nation•s entire community develop· 
ment effort. 

With the loss of $10 billion in Fed· 
eral revenues, the Nation's collapsing 
railroads, inadequate health care sys­
tem, and deteriorating cities will con· 
tinue to be starved for funds. And the 
Nation's ability to reorder its spending 
priorities to deal with the fundamental 
causes of intlation and re(iession will be 
further impaired. 

Moreover, with the rebate, the Federal 
debt, already at the astronomical level 
of over $600 billion, would grow by an· 
other $10 billion. When combined with 
the other parts of the tax package, it 
could add more than $20 billion to the 
current Federal deficit. 

The result will be increased upward 
pressures on interest rates. The depres­
sion in housing and the capital goods in­
dustries will continue. And the seeds of 
accelerating inflation will be sown for the 
years ahead. 

Mr. President, the Nation cannot af· 
ford a $10 billion increase in debt. It 
cannot afford to waste the public's pre­
cious resources. It cannot afford to 
throw away funds when it other press­
ing needs ere so great. 

This futile gesture at economic stimu 4 

lation is misplaced and misconceived, 
and, I therefore urge my . colleagues ·to 
vote against the motion to table the 
amendment offered by Senator BuMPERS. 

Mr. HATHAWAY. Mr. · President, I 
have listened to very learned argument 
on both sides of this question for the past 
almost 3 hours, and I do not think many 
more minds are going to be changed if 
we proceed any further. I should like to 
get the sentiment of the Senate on this 
issue. For that reason, I move to table 
the amendment and ask for the yeas and 

·nays. 
The PRESIDING OFFICER. Is there a 

sufficient second? 
There is a sufficient second. 
The clerk will call the roll. 
The second assistant legislative clerk 

called the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator .from Missouri <Mr . 
SYMINGTON) and the Senator from Texas 
<Mr. BENTSEN) are necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN) is 
absent on official bUsiness. 

Mr. GRIFFIN. I announce that the 
Senat.or from Oregon <Mr. PACKWOOD)~ 
the Senator from Alaska (Mr. STEVENS), 
and the Senator from Texas (Mr. 
TowER) are necessarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio (Mr. 
TAFT) would vote "yea:• 

The result was announced-yeas 52, 
nays 40, as follows: 

[Rollcall Vote No. 103 Leg.} 

YEAB-52 
Baker 
Bayh 
Beall 
Bellm on 
Brooke 
Cannon 
Case 
Church 
Clark 
Cranston 
Culver 
Dole 
Domenici 
Eagleton 
Fong 
Ford 
Glenn 
Gravel 

Griftln 
Hart, Philip A. 
Hartke 
Haskell 
Hathaway 
Huddieston 
Humphrey 
Inouye 
Jackson 
Javits 
Kennedy 
Leahy 
Magnuson 
Mathias 
McGee 
Mcllityre 
Metcalf 
Mondale 

NAYs-40 

Montoya 
Moss 
Muskie 
Nelson 
Pastore 
Pearson 
Percy 
Proxmire 
Randolph 
Ribicoff 
Schweiker 
Scott, Hugh 
Stafford 
Tunney 
Williams 
Young 

Abotrrezlt Fannin McClm·e 
·Allen Garn Morgan 
Bartlett Goldwater Nunn 
Biden Hansen Pell 
Brock Hart, Gary W. Roth 
Buckley Hatfield Scott, 
Bumpers Helms William L. 
Burdick Hollings Sparkman 
Byrd, Hruska Stennis 

Harry F., Jr. Johnston Stevenson 
Byrd, Robert C. Laxalt Stone 
Chiles Long Talmadge 
Curtis Mansfield Thurmond 
Eastland McClellan Weicker 

NOT VOTING-7 
Bentsen Stevens Tower 
McGovern Symington 
Packwood Taft 

So the motion to table was agreed to. 
Several Senat.ors addressed the Chair. 
The PRESIDING OFFICER. '.rhe Sen· 

ator from Montana is recognized. 
Mr. MANSFIELD. Mr. President, I ask 

unanimous ·consent that a technical 
amendment to ·.an amendment adopted 
yesterday by the Senate, the so-called 
Cranston amenqment, be in order, and 
that the necessai;Y 'technical amendment 
be incorporated at the approp1·iate sec· 
tion of the biil. This has been cleared 
with the manager of the bill and the 
ranking minority member. 

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

The amendment was agreed to, as 
follows: 

On page 23, of the Hollings amendment 
in section 103 thereof, entitled. "Denial of 
DISC Benefits With Respect to Energy Re· 
sources and Other Products," in subsection 
(a) thereof strike out the addition of a new 
subparagraph (D) to section 932{c) (2) of 
the Internal Revenue Code. 

On page 24, line 9, strike "har vest ing '". 

LEGISLATIVE PROGRAM 
Mr. MANSFIELD. Mr. Pl·esident, for 

the info1:mation of the Senate, it · is the 
intention of the joint leadership to stay 
in tonight to finish this bill if at all pos­
sible. I realize that we have had a pretty 
difficult week. We have spent a lot of 
time, contrary to the reports emanating 
from the White House, on measures 
which the President wants considered by 
Congress, and I am sure that the White 
House is aware of the fact that the Sen­
ate cannot consider a measure of the 
nature now pending before it has been 
passed by the House of Representatives 
and referred to the appropriate commit­
tee here. 

For the information of the Senate, we 
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came In at 11 a.m. on Monday and quit 
at 5:10p.m. On Tuesday, we came in at 
10:30 a.m. and quit at 8:28 p.m. On 
\Vednesday we came in at 9:15a.m. and 
quit at 8:54p.m. And on Thursday, yes­
terday, we came in at 9:40a.m. and quit 
at 8:07p.m. 

Today we came in at 8 o'clock, almost 
11 hours ago, and it will be beyond 12-
12 hours, that is-before we complete the 
business tonight, if we are going to do it. 

So I would hope the Senate would bear 
this in mind, and be prepared to stay as 
long as possible, so that we can face up 
to our responsibilities, and-contrary to 
the report from the area within the gates 
surrounding the White House-prove, as 
we have consistently during this session, 
that we are doing our job, doing it to the 
best of our ability, and on the whole do­
ing it well. 

In the morning we take up the agri­
cultural bill under a unanimous-consent 
agreement. and that will be the pending 
business after the joint leadership has 
been recognized. How far we will get 
along with it I do not know, but at least 
we are going to sta1·t and do the best we 
can. 

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

Mr. MANSFIELD. Yes. 
Mr. PASTORE. In view of that bril­

liant record of endurance, I was wonder­
ing, inasmuch as we, have been here since 
8 o'clock this morning, if we stay here 
no matter what the time is and finish 
this bill tonight, would it not be more 
appropriate to bring up the agricultural 
bill on Monday, and we could stay here 
and finish this bill tonight even though 
it means 2 o'clock tomorrow morning? 

Mr. MANSFIELD. I wish the Senator 
from Rhode Island, with his usual under­
standing, would give us the benefit of the 
doubt. 

Mr. PASTORE. I will give the Senat.or 
the benefit of the doubt. 

Mr. MANSFIELD. Mr. President, could 
I ask-then I will yield to the Senator 
from Florida-first, how many amend­
ments are still to be offered? Five, maybe 
six. 

I yield to the Senator from Florida. 
Mr. CHll..ES. I. just wanted to ask the 

distinguished leader, my understanding 
was, when we held a Democratic Caucus 
and said that we would stay on this bill 
until we finished it, and we would not 
adjourn for our recess prior to the time 
that we finished this bill, we were talking 
about the passage of it, and many of us, 
based on that, again did what we were 
going to do with our schedules or left 
things out, and thinking that once we 
voted on the bill we could go to our re­
spective States if we had to, knowing we 
would come back for a conference report 
if we needed to have that adopted, but 
still we would be able to leave. 

Now we find we are talking about tak­
ing up the farm bill. It certainly is an 
important bill, but it was not part of the 
things we considered that had to be done 
before, and so many of us again have 
set our schedules on that kind of basis­
at least the Senator from Florida has­
and now we find we are going to go over 

to the farm bill, and probably have votes 
on that. It seems to me as if that is con­
trary to what we decided in our caucus 
that e would do. 

Mr. MANSFIELD. Well, it is a hard 
question to answer because, as a matter 
of fact, the farm legislation was not dis­
cussed at the Democratic conference. We 
did concentrate on the facts and we did 
agTee, I believe, informally, that we 
would even stay through the conference, 
lf need be, on a call-back basis or a 
come-back basis. 

Mr. CHILES. Yes, on a call-back basis. 
Mr. MANSFIELD. But that will depend 

on what happens to the conference, the 
length of time entailed, and I would hope 
that the distinguished Senator from 
Florida would allow the leadership to go 
ahead with its plans to take up the agri­
cultural bill tomon-ow, which is of vital 
significance to the farmers of the 
Nation. 

I do not know how long we will be, to 
tell the Senator the truth, but there will 
be amendments offered, and there will 
be votes. 

Mr. MOSS. Mr. President, ill the Sen­
ator yield? 

Mr. MANSFIE.LD. I yield to the Sen­
ator from Florida. 

Mr. CHffiES. The Senator from Florida 
is one Member here, and certainly if the 
leader wants to do that, I am sure that 
is what is going to happen. It seems to 
me as if that is again contrary to what 
we discussed in the caucus and what we 
agreed. It was important that we stay 
here, regardless of the fact that we had 
the recesses, and we were going to stay, 
and we were not going to leave prior to 
the time we voted on this bill. 

Based on that again, on that kind of 
agreement, that is what we were going 
to do, and that is where I tried to set 
all of my kind of schedule based on that. 

Mr. MANSFIELD. Mr. President, if 
the Senator will yield, it had been the 
leadership's intention to have the Senate 
in session Monday or Tuesday, depend­
ing on developments. That did not mean 
that Senators could not leave and come 
back if the situation warranted it, as 
might well be the case if this bill goes to 
conference and agreement is reached. 

Mr. LONG. Mr. Presiden~. will the 
Senator yield to me at that point? 

Mr. MANSFIELD. I yield. 
Mr. LONG. Mr. President, let me as­

sure the Senator I will be around, as far 
as this Senator is concerned, and so far 
as a few people are concerned. I will be 
glad to provide a pair with the other 
side. 

Mr. MANSFIELD. Let me assure the 
Senator that no matter how he votes on 
the agriculture bill I will give him a live 
pair. I will make that deal with him. 

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

Mr. MANSFIELD. I yield. 
Mr. MOSS. If the majority leade1· will 

yield, the farm bill that is now reported. 
of which we cannot get a copy and have 
not seen as yet, has in it an amendment 
that was di1ferent from anything the 
House considered. I have heard about 
that, and understanding that this now is 

coming on, that we entered into a unani­
mous-consent agreement without ever 
knowing what, was in the bill and, as a 
matter of fact, before the bill even went 
to the committee, and in order to bring 
it up I am going to be constrained to offer 
a great many amendments that ill 
probably take the farm bill over more 
than 1 day, and there will be many votes 
and many live quorums. 

So I think it would be the ise thing 
if we put that over until after the recess 
and then tackled it at that time. 

Mr. MANSFIELD. Mr. President, the 
same situation would arise if we post­
poned it until after the so-called recess. 
I, like the Senator from Florida, do not 
like the use of the word "recess., I do not 
consider Saturdays and Sundays off as 
being a recess. I do not consider Holy 
Thursday, Good Friday, Hoi: Saturday 
or Easter Sunday as being a recess. 

What the Senator would do 2 weeks 
from now he would do tomorrow, so if 
that is the case, let us face up to it. 

1\o:tr. MOSS. If the Senator will yield. 
That is not so. What I would do tomor­
row I would not do after the nonlegisla­
tive days. 

Mr. MANSFIELD. If the Sen"~~tor can 
do it after the nonlegislative period, he 
can do it tomorrow in discussions lith 
the chairman of the committee and 
others. 

Mr. GRIFFIN. Mr. President, will h e 
Senator yield? 

Mr. MANSFIELD. I yield. 
Mr. GRIFFIN. I know the majority 

leader, after consulting with the minor­
ity leader and the ranking member and 
chairman of the Agricultw·e Committee, 
and so forth, did get a time limitation 
with respect to the farm bill. However, 
there has not been any agreement, as I 
understand it, that it will be brought 
up tomorrow; is thatcon-ect? 

Mr. MANSFIELD. There has been an 
agreement it will be brought up and be 
made the pending business if this bill is 
disposed of, after the leaders have been 
recognized. 

Mr. President, what is the order? 
The PRESIDING OFFICER. It is the 

order of procedure that the agriculture 
bill, H.R. 4296, will be the pending busi­
ness after the disposition of this pending 
legislation and after the leaders are 
recognized tomorrow morning. 

Mr. GRIFFIN. It is also the fact that 
the agriculture bill was just reported 
today, and the report is not yet available; 
is that correct? 

Mr. MANSFIELD. I belie e the repor t 
is available at this time. 

Mr. GOLDWATER. Mr. President, will 
the Senator yield for a question? 

Mr. MANSFIELD. Yes. 
Mr. GOLDWATER. With all due re­

gard to the majority leader for whom I 
have great respect, would it be possible 
to get a copy of the Democratic Caucus 
rules? [Laughter.] 

Mr. MANSFIELD. No. It would be just 
as possible as for a Democrat to get a 
copy of the Republican Caucus rules, U 
the Republicans have caucus. I under­
stand they have lunches. [Laughter.J 

Of com·se, the figures are on the menu. 
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Mr. GOlDWATER. We do not need 

1·ules. I said that because I have a little 
feeling that maybe the caucus rules have 
taken the place of the Senate rules and, 
if so, we would like to know. 

Mr. MANSFIELD. No, no. This is not 
the House. [Laughter.] 

ORDER OF BUSINESS 
Mr. ROBERT C. BYRD. Mr. Pl·esident, 

what is the order of the Senate for l'ec­
ognition? 

The PRESIDING OFFICER. The Sen­
ator from West Virginia has the floor. 

Mr. BROOKE. Mr. President, parlia· 
mentary inquiry? 

The PRESIDING OFFICER. The Sen­
ator from West Virginia has the floor. 

Mr. BROOKE. Parliamentary inquiry. 
The PRESIDING OFFICER. Does the 

Senator yield for the purpose of a parlia­
mentary inquiry. 

Mr. ROBERT C. BYRD. Yes, I am go­
ing to yield the floor shortly. I do not 
plan to call up my amendment that I 
intended to call up. 

TAX REDUCTION ACT OF 1975 
The Senate continued with the con­

sideration of the bill (H.R. 2166) to 
amend the Internal Revenue Code of 
1954 to provide for a refund of 1974 in­
dividual income taxes, to increase the 
low-income allowance and the percent­
age standard deduction, to provide a 
credit for certain earned income, to in­
crease the investment credit and the 
surtax exemption, and for other pur­
poses. 

Mr. KENNEDY and Mr. BROOKE 
addressed the Chair. 

The PRESIDING OFFICER. The Sen­
ator from Massachusetts <Mr. KENNEDY). 

Mr. KENNEDY. Mr. President, I would 
like to can up my amendment. 

Mr. BROOKE. Mr. President, may 1 
be heard? 

The PRESIDING OFFlCER. Does the 
Senator from Massachusetts have a par­
liamentary inquiry? 

Mr. BROOKE. Yes, he does. 
The PRESIDING OFFICER. The Sen­

ator will state it. 
Mr. BROOKE. 1\tir. President, many 

hours ago prior to the Bumpers amend­
ment the Senator from West Virginia 
asked unanimous consent that the Bum­
pers amendment be substituted at that 
time out of order for that of the Senator 
from West Virginia. 

This morning, when we began a list, 
I put my name on that list, and I have 
waited, not so patiently, for 6 or 7 hours 
to call up my amendment, and I think 
that the Chair has that list before it 
and that the list would reveal I am next 
to call up my amendment. 

I am wondering at what time that list 
will be respected and I will have an op­
pm·tunity to call up two amendments 
which I have been waiting all day to 
call up. 

The PRESIDING OFFICER (Mr. 
STONE). The Senator from Massachusetts 
is advised that the list in front of the 
Chan· does not even include the Senator 
from Massachusetts. 

Mr. BROOKE. Now, I ·want to know 
about the rules the Democrats are keep­
ing, Mr. President, because I cannot un· 
derstand, 1f there is a list up there which 
had Senator CuRTIS and then Senator 
BROOKE, and Senator CURTIS decided not 
to call up his amendment--

Mr. CURTIS. That is correct. 
Mr. BROOKE <continuing). And I was 

next in line, the Senator from West Vir· 
ginia--

The PRESIDING OFFICER. Now-­
Mr. BROOKE. Mr. President, if I may 

proceed; the Senator from West Vir­
ginia asked unanimous consent. I did not 
object at the time because I was led to 
believe we would be following after Mr. 
BUMPERS. 

Now, Mr. BUMPERS has concluded and 
4 or 5 hours later the· Chait· tells me I 
am not even on the list. · 

The PRESIDING OFFICER. When 
tlli Senator took the chair and looked 
at the list, the list included Senator 
RoBERT c. BYRD by unanimous-consent 
agreement, and then by request Senator 
GRAVEL, Senator KENNEDY, Senator 
ROTH. 

That is what this list showed. There 
may have been a previous list. 

Mr. CURTIS. Will the Senator yield? 
Mr. BROOKE and Mr. KENNEDY ad­

dressed the Chair. 
The PRESIDING OFFICER. At all 

events, such lists do not bind the Chair 
and the Chair has to recognize the Sen­
ator first on his feet seeking recognition, 
which the other Senator from Massa­
chusetts was at the time. 

Mr. BROOKE. Mr. President, I was 
on my feet at the time the Senator from 
w·est Virginia was recognized and the 
other Senators were--

Mr. KENNEDY addressed the Chair. 
The PRESIDING OFFICER. The Sen­

ator from Massachusetts. 
Mr. KENNEDY. I would like to ask 

unanimous consent that my distin­
guished colleague from Massachusetts 
be recognized and I am delighted to take 
my chances atter he is. 

Mr. ROBERT C. BYRD. Mr. Presi­
dent, the Senator is recognized. 

Mr. KENNEDY. No, he is not. This 
Senator from Massachusetts is recog­
nized. 

Mr. ROBERT C. BYRD. Oh, I see. 
The PRESIDING OFFICER. Is there 

objection? 
Without objection, it is so ordered. 
The Senator from Massachusetts is 

recognized at this time. 
Mr. BROOKE. I am most grateful. I 

thank my distinguished senior colleague 
and I thank the Chair for recognizing 
me. 

Mr. GOLDWATER. Will the Senator 
yield for a question on my time? 

Mr. BROOKE. I am pleased to yield. 
Mr. GOlDWATER. About how much 

time does the Senator think he might 
be--

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. LONG. Mr. President, may we 
have order in the Senate? 

Might the Chair insist the Senators 
desiring to hold conferences should retire 
to the cloakroom 01· somewhere outside 

the Chamber so we can hear what debate 
is going on? 

The PRESIDING OFFICER. The dis­
tinguished chairman of the Committee 
on Finance is co1Tect and the Chair will 
ask all Senators ir.L the aisles, even lead­
ership Senators, to maintain order in the 
Senate. 

The Senator from Massachusetts. 
Mr. BROOKE. Mr. President, the dis­

tinguished Senator from Arizona has 
asked me to yield on his time and has 
asked a question as to how long I will 
take on these two amendments. 

I expect that on each of the two 
amendments, I will take one-half hour 
apiece. 

Mr. GOLDWATER. I thank the Sena .. 
tor. 

Mr. BROOKE. I do not know how 
long--

The PRESIDING OFFICER. The Sen· 
ator has 56 minutes remaining. 

Mr. BROOKE. When did I use the 4 
minutes? 

On my parliamentary inquiry? 
The PRESIDING OFFICER. According 

to the Parliamentarian--
Mr. BROOKE. I want to get on, Mr. 

President, before I lose some more time. 
Mr. President, the primary purpose of 

the tax reduction bill is to return pur­
chasing power to the American people so 
that, in turn, their purchases could 
stimulate a badly sagging economy. 
Since the introduction of this bill, its 
original - thrust has been significantly 
changed in one respect: It now places 
greater emphasis on returning buying 
power to those in the lower income 
brackets-those who need it the most. 

I commend the distinguished chau·­
man of the Finance Committee for the 
so-called work bonus, which he devel­
oped and which is included in the com­
mittee amendment. This proposal will go 
a long way to providing relief for work· 
ing Americans at the lower end of the 
income scale. 

There is an anomaly, however, in 
title II of the present bill. Title II of 
H.R. 2166, as presently written, denies 
any real tax credit relief to those work­
·ing families who are eligible for AFDC 
and SSI benefits, and may cause them to 
lose their eligibility for food stamps and 
medicaid as well. The tax credit which 
the Government gives them with one 
hand, it takes away with the other, as 
their Government assistance is reduced 
by the amount of the credit received. 

I would emphasize that we are so 
punishing only those poor people on Gov­
ernment assistance who work, who at­
tempt to better their own and their fam­
ily's lives. I cannot imagine why we 
should so wish to destroy their incentive 
to work. 

AFDC families alone demonstrate the 
unfortunate effects of section 203 (c) : 
3.3 million families receive AFDC bene­
fits. Of these 3.3 million, almost 1.3 mil­
lion heads of families work for at least 
some part of the year and would be 
adversely affected by the present provi­
sions of this tax bill. 

Under section 402(a) (7) of the Social 
Security Act, in determining eligibility 
for aid to families with dependent chil-
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dren, the State agency must take into 
consideration any other income which, 
unle:as specifically excluded, would in­
clude any tax credit 1·eceived. Thus, the 
40 percent of AFDC family heads who 

ork ould be discouraged from work­
ing. 

In another program, supplemental se­
curity income~ eligibility for supple­
mental security income payments-aid 
to aged, blind, and disabled-is deter­
mined by the State taking into consid­
eration all earned and unearned income 
except that specifically excluded in sec­
tion 1612 (b) of the Social Security Act. 
That tax rebates or credits are to be 
considered as income unless specifically 
exempted can be concluded from section 
1612(b) (5) which specifically does ex­
empt refunds of taxes paid on real pl·op­
erty or on food. I would hope that the 
Senate ould not discourage those blind 
and disabled who choose to work. 

Section 203<c) of the Senate version 
of H.R. 2166 specifically states that the 
tax credit must be counted as income for 
the purposes of determining eligibility 
for aid to families with dependent chil­
dren. However., it is clear that, even 
without the specific language of secti<>n 
20l<c>, the tax credit would be counted 
as. income for both AFDC, and SSI re­
cipients .. and thet•efore result in a reduc­
tion of their grants. 

Those who purchase food stamps and 
the millions on medicaid could also have 
ihe1r eligibility for these programs 
threatened or ended. Therefore, what we 
are. talking about in this bill may be 
more than just. a dollar-for-dollar re­
duction. For the c1·edit. considered as 
income, may end eligibility for any cash 
assistance. which in turn would end 
eligibility for medicaid and, in some 
States, for food stamps. 

Section 203(c) should be stricken from 
the Senate bill. In its place, the amend­
ment which I am offering contains 
specific language making clear that any 
payments made by reason of section ~3 
shall not be taken into account as in­
come,. receip1;sy or resources for purposes 
of determining the eligibility of such 
individual or any other individual for 
benefits or assistance, or the amount or 
extent of benefits or assistance. under 
any Federal program or under any State 
or local program financed in whole or 
in part with Federal funds. 

In conclusion I would emphasize that 
this amendment adds nothing to the cost 
of this bill. It might p1·event some reduc-

ons in the costs of weltare-at most 
$100 mfilion. That is a small price to pay 
in this bill for justice for those welfare 
recipients who are trying to work and 
achfeve as much independence as they 
can. 

AMENDMENT NO. 259 

Mr. President, I call up my amend­
ment No. 259 and ask for its immedi­
ate consideration. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The legislative clerk read as follows: 
The Sena.tor fll'om Massachusetts (Mr. 

BttooKE) proposes amendmenl No. 259. 

with section 203, that 1s all I need to 
know. 

The PRESIDING OFFICER. Does the 
Senator from Maasachusetm have an 
extra. copy of the amendment hlch be 
can send to the desk? 

Mr. BROOKE. I did, I just sent it up. 
The PRESIDING OFFICER. The clerk 

will report the amendment. 
The legislative clerk read as follows: 
In section 203 of the bill strike out sub· 

section (c) and insert in lieu thereof the 
following subsection: 

(c) Any payments made by reason of sec­
tion 43 of the Internal Revenue Code of 
1954 shall not be taken into account as ill­
come, receipts, or resources for purposes of 
determining the eligibility of such iudividual 
or any other iudividual for benefits or as­
sistance, or the amount or extent of benefits 
or assistance, under any Federal program or 
under any State or local program financed 
in whole or in part with Federal funds. 

Mr. MATHIAS. Mr. President, I am 
pleased to join with the distinguished 
Senator from Massachusetts <Mr. 
BROOKE) in mtroducing this amendment 
to the Tax Reduction Act of 1975, H.R. 
2166. 

La t night and this morning, the 
American people received the news that 
the Senate was moving forward on a 
measure to provide immediate tax relief 
for various segments of our badly shaken 
economy. I am sure that the millions of 
older Americans. who receive benefits 
from social security, railroad retirement, 
and the supplemental secw·ity income 
p1·ogram were pleased to learn that the 
Senate adopted a measure which would 
grant. them a special payment of $100 
this year. This. $100 grant, I would add, 
will not in any way, adversely affect the 
level of benefits now being received by 
social security recipients, railroad re­
tirees, or SSI beneficiaries. However, the 
millions of working aged, blind, and dis­
abled Americans who receive benefits 
under the SSI program, and the 1.3 mil­
lion working Americans who receive ben-· 
etlts from the AFDC program will be in 
for a rude awakening when they discover 
what else the Senate did on the way 
toward increasing the spending power of 
the American people. 

In section 203(c) of the Tax Reduction 
Act of 1975, which allows for tax credits 
for the American people, any tax credits 
awarded to working citizens who now re­
ceive benefits under SSI or AFDC will 
be counted as income. The net effect of 
this provision is that those ln our popu­
lation who would benefit most from a 
tax credit may actually end up being 
most adversely affected because their 
benefits. either SSI. AFDC, food stamps, 
or medicaid are based on a means test. 
These benefits 1n some States could be 
reduced or eliminated ince the tax 
eredit eounted as income might artifi­
cially eleva~e citizens. beyond the current 
eligibility requirements for these pro.­
grams. 

Mr. Pl·esident, I do not believe that 
the Senate desires this emergency tax 
relief measure to penalize our senior citi­
zens, or the blind and disabled or the 
beneficiaries of AFDC. The amendment 
we are offering at this point wm allow 
the Senate to make it clear that we m-

Yr. LO G. r k it be read, 
President. 

r. tend for this bfll to assist not only our 
depressed economy but also those most 
severely affected by this recession. If it is the amendment that has to do 

In b1·ief, this amendment provides that 
tax credits made possible by section 43 
of the Internal ReveD.ue Code of 1954 
shall not be taken mio account as. In­
come, receipts,. or resource.s for purposes 
of detetmining the eligibility of such in­
dividual or any othe1· individual for ben-e­
fits or assistance, or the amount or ex­
tent of benefits or assistance, under any 
Federal program or under any State or 
local program financed 1n whole or in 
part with Federal funds. 

I urge the adoption of this amend­
ment. 

Mr. LO G. Mr. President, knowing 
that Senators a.re anxious to vote on these 
measures, I am going to use a procedure 
of trying to speak no more than the 
sponsor of an amendment speaks and 
move to table an amendment, and then 
if the motion to table falls to carry, I 
will be willing to consider any addi­
tional speeches Senators want to make. 
I do think that we ought to try to give 
the Senate a chanee to express its views 
on these various amendments rather 
than permit the debate to go on and on 
when many times Senators know pretty 
much what they want to do about the 
matters. I do not know any other wa.y, 
since I have been unable, so far, to ob­
tain the unanimous consents to vote that 
I have been seeking. 

~Ir. President, this particular amend­
ment reflects the very warm feeling that 
the Senator from Massachusetts has 
toward all those who are poor, who seem 
to get the worst of it in this society, and 
I commend him for that. He has always 
shown a great;. interest in the less for­
tunate. I believe that no one in this 
Chamber has had greater compassion for 
those who, at least from the income point 
of view, are the least benefited in our 
society. 

I regret, Mr. President, that I am un­
able to support the amendment. It 
would provide that payments under the 
refundable earned income credit are not 
to be considered as income for welfare 
purposes. 

One of the purposes of this provisk>n 
for a refundable tax credit on earned 
income, which is directed to those in 
low-income brackets, is to help these peo­
ple to have enough income so that they 
would not have to be on welfare. 

The Senator's amendment would re­
quire that we disregard that income. 

Mr. President, there 1s no more reason 
to disregard all the money paid out of the 
Federal Treasury to a citizen than there 
is to disregard all the money he earns. 
Under our welfare laws, depending upon 
the various regulations, the State is al­
ready required to disregard certain work 
expenses. In some States. that disregard 
is very liberal. In addition to that, the 
State must disregard the first $30. A 
State cannot even look at that in deter­
mintn.g" welfare eligibflity. They are re­
quired, in addition to that. to disregard 
one-third of all additional eru·nings. Mr. 
President, that 1s a very liberal disregard 
requirement. in presentr law. 

We have at least three provisions in 
this bill right now seeking to heip people 
move !rom a state of dependency into a 
state of independence. We seek to help 
give these people with chfld'ren an ad­
vantage in getting a job. We provide a 
20-percent tax credit to employers to 
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help make it advantageous to employ 
people 1n that situation. We provide this 
very provision, the earned income credit. 
for the low-income workers with famWes. 

We provide a more liberal ch1ld-care 
arrangement under the Tunney am.end­
ment than has ever been voted in the 
Senate. 

But we do believe, Mr. President, that 
the earned income credit is income and 
it should be regarded as income. One of 
its main purposes is to encourage people 
to find employment and to make their 
income adequate so that they will not 
need to seek Federal and State help and 
live at the expense of the taxpayer. 

There are some other things- involved. 
It would be possible, if the amendment 
were to be agreed to, that someone would 
actually seek to move on to the welfare 
rolls so they could get the benefit of this 
earned income credit and disregard it 
and receive welfare payments as well. 

We hope to encourage them just to the 
contrary, to take a job when that job 1s 
available to them. Therefore, Mr. Presi­
dent .. both the Senate committee, which 
has considered this on at least three dif­
ferent occasions and has felt that this 
should be regarded as income, as well 
as the Honse committee, feel that the 
credit should be considered as income. 
I believe, Mr. President, that it should 
be so considered. 

Therefore, Mr. President, I move that 
the amendment be laid on the table. 

The PRESIDING OFFICER. The ques­
tion is on the motion to lay on the table. 

Mr. BROOKE. Yeas and nays-, Mr. 
President. 

The PRESIDING OFFICER. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. LONG. Mr. President, I ask that 

the time on the- rollcall be limited to 10 
minutes~ 

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

Mr. BROOKE. Mr. President, I would 
like to ask unanimous consent to add 
Senator MoNDALE and Senator BmEN as 
cosponsors of amendment 259. 

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

The clerk will call the roll. 
The second assistant legislative clerk 

proceeded to can the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator from Texas <Mr. BENT­
SEN) and' the Senator from Missourl (Mr. 
SYMINGTON) are necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN) is 
absent on omcial business. 

Mr. GRIFFIN. I announce that the 
Senator from Tenness-ee <Mr. BRocK), 
the Senator from Oregon <Mr. PACK­
woo»>, the Senator from Virginia. <Mr. 
ScoT~). the Senator from Alaska (Mr. 
STEVENsJ, and the Senator from Texas 
<Mr. ToWER) are n~sarlly absent. 

I further announce that the Senator 
from Ohio EMr. TAFT") is absent. due to 
illness. 

I further announce that. if present and 
voting, the Senato from Ohio <Mr. 
TAFT) would. vote "nay." 

The result was announced-yeas 50. 
nays 40. a& follows: 

CXXl--509-Part 7 

(.Rollcall Vote No. 104 Leg.) 
YEAB-50 

Allen Gam. 
Baker Glenn 
Bartlett Gr11tin 
Bellmon Hansen 
Bumpers Hartke 
Byrd, Haskell 

Harry F., Jr. Hathaway 
~d. Robert Q. Helms 
Cannon Hollings 
Chiles Hruska-
Church Huddleston 
CUrtis Johnston 
Domenlci Leahy 
Eastland Long 
Fannin Magnuson 
Fong Mansfield 
Ford McClellan 

Abourezk 
Bayh 
Beall 
Bid en 
Brooke 
Buckley 
Burdick 
Case 
Clark 
Cranston 
Culver 
Dole 
Eagleton 
Goldwater 

NAY8-40 
Gravel 
Hart, Gary w. 
Hart. Philip A. 
Hatfield 
Humphrey 
Inouye 
Jackson 
Javits 
Kennedy 
Laxalt 
Mathias 
Metcalf 
Mondale 
Pastore 

McClure 
McGee 
Meln1Yre 
Mo-u'\oya 
Morgan 
Moss 
Muskie 
Nelson 
Nunn 
Proxmlre 
Roth 
Stennis. 
Stone. 
Talmadge 
Thurmond 
Tunney 
Young 

Pearson 
Pell 
Percy 
Randolph 
Ribico1f 
SebwtUker 
Scott, Hugh 
Sparkman 
Sta1ford 
Stevenson 
Weicker 
Williams 

NOT VOTING-9 
Bentsen Scott. Taft 
Broek WilHam L. Tower 
McGovern Stevens 
Packwood Symington 

So the motion to table was agreed to. 
Mr. BROOKE. Mr. President, I send to 

the desk my modified amendment to H.R. 
2166. 

Mr. LONG. Mr. President, the Senator 
cannot modify an amendment. 

The PRESIDING OFFICER. Is there 
objection to the amendment being 
modified? 

Mr. LONG. I object. 
The PRESIDING OFFICER. The ob­

jection is heard. 
The amendment is not 1n order unless 

it had been submitted prior to cloture. 
AMENDMENT NO. 172 

Mr. BROOKE. Mr. President, I call up 
my amendment No. 172. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from Massachu etts- (Mr. 
BROOKE) p-roposes an amendment numbered 
172. 

The amendment is as follows-: 
On page 57, line 3, strike out "Subpart" 

and InSert. in lieu thereof the following: 
"(a) IN 0ENBRAL.-5ubpart". 
On page 57, beginning with line 6. strike 

out through line 23 on page 1, and tnsen 
in lieu thereof the following: 
"SEC. 44. PURCHASE O:i' PRINCIPLE RESIDENCE". 
"(a~ IN GENERAL.-In the case of an lndl· 

vidual there is allowed, as a credit against 
the tax imposed by this chapter for the tax­
able year~ an amount equal to $2.000 lf the 
taxpayer purchases or constructs a principal 
residence !or use by the taxpayer. 

"(b) PROPERTY TO WHICH THIS Sl!!CTIO~ 
APPLIEs.-The prOVisions of this section ap­
ply only to pl'operty-

.. ( 1) the construction of v hich comm~nee-s 
before September 13, 1975, 

"(2) which has not been occupied before 
March 13, UJ75, and 

"(3) tn the case of property the cronstrue­
tlon ot which COJ:hl:nened lUter Mt.rch 12, 
1978, acquired by tM ta:pa u l!Ia- prin­
Cipal reSidence Within 180 dap- after th 
date on whwh au nst io ia 

pleted, but In no event later than March 13, 
1976". 

"tc) LIMlTA'l'ION.-
c.-(1) CosT OF ACQ.UISITION.-Notwithstand­

fng the provisions of subsection (a}, the 
amount othe1--wise allowable as. a. credit. un­
der subsection (a) shan be reduced by 20 
percent of the amount by which the cost 
of acquisition of the property •as deter­
mined under section 1034) exceeds $45,000. 

"(2) MABltiED INDIVIDUALS.-In the case of a 
husband and wife who file a. joint return 
under section 6013, the amount specified 
l.tnder paragraph (l) applies to the joint re­
turn~ In the case of a married individual fil­
ing a separate return, paragraph (1) hall 
be applied by substituting '$1,000' for ' 
'$2,000'. 

"(3) CERTAIN OTHER TAXPAYERS.-In the 
ease of individuals to whom paragraph (2) 
does not. a-pply who purChase a. single prin­
cipal residence, the amount of the credit 
allowed under subsection (a) shall be allo­
cated among such individuals as prescribed 
by the Secretary or his del~g,ate, but the sum 
of the amounts to such lndivldua.ls who shall 
~t exceed $2,000 with re3pect. to that resi­
dence. 

"(4) MINIMuM &IZE.-No amount. shall be 
allowed as a credit. under subsection (a) 
for the purchase of any property which fails 
to meet such minimum standuds as the 
Secretary of Housing and Urban Develop­
ment prescribes. with re pec1t- to minimum 
:floor space per dwelling. 

.. ( 5) MAXIMUM CREDIT .-The credit allowed 
by subsection (a) to a- taxpayer shall not 
exceed ~2,000 for all taxable years. 

"(d) DEFINITIONs.-For purposes of this 
section-

.. ( 1) PRINCIPAL RESIDENCE.-The term 
'principal residence' means a principal resi­
dence (within the meaning of section 1034), 
and includes, without being limited to, a 
single family structure or a residential unit 
in a condom1nium or cooperative housing 
project, but does not include a mobile home 
or a houseboat. 

"(2) PuRcHAsE.-The term 'purchase' 
means any acquisition of propel'ty, but only 
tf-

"(A) the property Is not acquired !rom a 
person whose relationship to the person ac-­
quiring it would result in the disallowance 
of losses under section 267 or 707(b), (but 
in applying section 267(b) and (c) for pur­
poses of this section, paragraph (4) of" sec­
tion 267(c) shall be treated as providing 
that the family of an individual shan in­
clude only his spouse, ancestors, and lineal 
descendants), and 

"(B) the basis of the property in the 
hands of the person acquiring it Is not de­
termined-

"(1) in whole or fn part by reference to 
the adjusted basis. of su<fu property in the 
hands of the person from whom s.cquired, or 

"(11) under section 1014(a) (relating to 
property acquired from a. decedent}. 

'~(e) REC.AP'l"'RE FOR CER'rAIN DISPOSI­
TIONS.-

·~(1) IN CE:NEBAL.-I:f th taxpayer disposes 
of pl'operty with respect tG- the purchase. of 
which he claimed a- crecU.t under subsection 
(a) (referred to in this subsection as the 
'old residence') at any time within 36 months 
after the date on wh1ch he commenced 
occupying it as his prtnelpal residence, then 
the tax imposed undel' this chapter for the 
tax-lible year following the' taxabl4! yea.lt dur-
1ng. which such db5posit1on occurs 1s in· 
creasl!cf by an amount. equal to that per­
centage of the. amount allowed as a credit 
for the purchase o! the old residence deter­
mined by multiplying the amdUltt C! the 
credit allowed for the pUl'chase o"f the- old 
residence- by a (fraction not gnater than 1 
cent. and n<>t te than zero) he numentor 
of Ch. IS 411 IUI:lO"Ull: equal to- the amoc'"lt 
crete'nDJtted by au "bac.ttng the eos:t e>f aeqm-
aiUOn of pro y b1Cb 'J.U&llftes aa a. new 

ence un tton 1034 from the 



8064 CONGRESSIONAL RECORD- SENATE March 21, 1975 
amount received from the disposition of the 
old residence and the denominator of which 
is the amount received for the old residence. 
Fo1· purposes of this paragraph, the t::ost of 
~cquisition of any property acquired by the 
taxpayer more than 12 months after the 
rnonth in which disposition of the old resi· 
dence was made shall be treated as zero. 

"(2) DEATH OF OWNER; CASUALTY LOSS.­
The provisions of paragraph ( 1) do not 
apply-

"(A) to a disposition made on account of 
the death of any individual having a legal 
or equitable interest in the old residence 
occurring during the 36-month period to 
which reference is made under such pr.l'a­
graph, or 

"(B) a disryosition of the old residence if 
it is substantially or completely destroyed 
by a casualty described in section 165(c) (3) 
or compulsorily and involuntarily converted 
(within the meaning of section 1033(a)). 

"(f) ELECTION TO APPLY CREDIT TO PRE­
CEDING YEAR.-At the election of the tax­
payer (made at such time and in such man­
ner as the Secretary or his delegate prescribes 
by regulations). the credit allowed under 
subsection (a) for any taxable year shall be 
allowed as a credit against the tax imposed 
by this chapter for the preceding tax~,ble 

year.". 
"(b) SPECIAL RULES.-

( 1) REFUND OF CREDIT IN EXCESS OF Lli\BIL• 
ITY .-Section 6401 (b) (relating to excessive 
credits) as amended by section 203(b) (1) 
of this Act, is amended-

( A) by inserting "44 (relating to purchase 
of prinCi!)al residence)," before "and 667 
(b)"; and 

(B) by striking out "and 43" an d inserting 
in lieu thereof "43, and 44". 

(2) ASSESSMENT AUTHORITY FOR OVERSTATED 
CREDIT.-Section 6201 (a) (4) (relating to as­
sessment authority) as amended by section 
(b) (2) of this Act, is amended-

(A) by striking out "or 43" in the caption 
of such section and inserting in lieu thereof 
"43, or 44"; and 

(B) striking out "or section 43 (relating 
to personal exemptions)" and inserting in 
lieu thereof the following: "section 43 (re­
lating to personal exemptions), or section 
44 (relating to purchase of principal resi­
dence)". 

. MJ.·. BROOKE. Mr. President, several 
weeks ago I introduced S. 948, the Home 
Purchase Incentive Act of 1975. That bill, 
which was refelTed to the Banking Com­
mittee, seeks to reduce the current, un­
precedented rate of unemployment in the 
construction trades and to promote eco­
nomic recovery by encouraging the con­
struction and purchase of new homes of 
median price or less. Under S. 948, the 
buyers of newly built homes meeting size 
and price requirements established by 
the bill would receive a direct cash pay­
ment applicable against their downpay­
ment at the time they purchase their 
homes. This home purcha e incentive 
program will produce more jobs at less 
cost than any proposal I know of, includ­
ing the public service jobs program, 
which I have supported. Because it would 
put the large, unused capa.city in our 
housing industry back to work, the pro­
gram would not have an inflationary 
effect. By increasing the supply of hous­
ing, the bill will in fact dampen inflation­
ary pressures now developing in some 
tight housing markets. 

Last week, I appeared before the Com­
mittee on Finance and discussed the con­
cept of a direct cash payment program 
with committee members. That commit­
tee has included a tax credit for home 
buyers in the Tax Reduction Act, which 

we are considering tonight. This program 
is somewhat similar to my proposal in 
s. 948. However, the Committee's pro­
posal has certain features which I believe 
must be changed if it is to be effective 
and to operate at an acceptable level of 
cost to the Federal Government. The 
changes, which I believe are necessary, 
are contained in the amendment which 
I have offered and which I shall describe 
in a minute. 

I have heard some talk that a home 
purchase incentive. program does not be­
long on the tax bill and goes beyond the 
jurisdiction of the Finance Committee. 
While there may be some merit to these 
arguments, I believe that the interests of 
the economy and the country are better 
served if we put aside jw·isdictional nice­
ties for the time being. 

In the larger sense, we are not talking 
about a housing program but a jobs pro­
gram, an economic recovery program. 
There has been testimony both in the 
Committee on Finance and in the Com­
mittee on Banking, Housing, and Urban 
Affa-irs, that the home purchase incen­
tive program is among the most potent 
and least expensive ways to promote em­
ployment. Each dollar spent by the gov­
ernment under the home purchase incen­
tive program will generate $12 in private 
expenditw·es, as opposed to the 1% to 3 
dollars of private spending generat-ed by 
the ordinary tax rebate dollar. 

The amendment which I propose today 
would change section 205 of H.R. 2166 as 
amended by the Committee on Finance 
in the following ways: 

First, the amendment would retain the 
provision in the Mansfield substitute 
which would make a tax credit available 
only to the purchasers of newly con­
structed homes, condominimns, or coop­
erative units. However, my amendment 
would change the Mansfield substitute by 
providing that a buyer would qualify for 
a credit only if he pw·chased a unit from 
the inventory of newly constructed units 
or a unit presently under construction 
within 6 months of the effective date of 
the program, or if he bought a unit 
started dw·ing the next 6 months and 
sold within 12 months of the effective 
date of the program. The bill as reported 
by the Committee on Finance would pro­
vide that the buyer could receive a credit 
if he entered into a contract to buy a new 
unit before the end of this year even if he 
did not buy the unit until next year. 

If the Finance Committee bill were 
not amended, buyers might well wait 
until the last possible opportunity to take 
advantage of the tax credit, thus diluting 
the impact of the program dw·ing the 
current building season, when it is most 
needed. 

Perhaps the major change the amend­
ment would make in section 205 of the 
Finance Committee bill would be to make 
the tax credit refundable, that is to make 
it available at the time the new home 
is purchased. In order to encourage new 
home purchases, it is necessary that the 
proceeds of the tax credit be available 
to the buyer to assist in meeting his 
downpayment at the time he purchases 
the home. The Finance Committee bill, 
on the other hand, would make the 
credit payable only when the individual 
files his next year's income tax rettu·n, 
thus preventing use of the credit to re-

duce the downpayment, which is the 
majo1· incentive in the home purchase 
rebate program. 

Third, the amendment would make a 
flat $2,000 rebate available to all pur~ 
chasers of newly built units rather than 
a credit of 5 percent of the price of the 
home up to $2,000 as the Finance Com­
mittee bill does. 

I wanted, if the unanimous consent 
agreement had been given, to reduce 
that figure to $1,500, or even to $1,000, 
which would have reduced the cost of 
the program to $850 million. As the pres­
ent bill is written, it would cost about 
$2.5 billion. This program, without exist­
ing homes, would reduce that cost down 
to approximately $2 billion. I would have 
liked to have unanimous consent to re­
duce it even further. 

Fourth, the amendment would grad­
ually phase out the credit from $2,000 
for a $45,000 house down to zero for a 
$55,000 house, thus putting a ceiling on 
the price of homes the purchase of which 
is encouraged under the program. 

Under the present program, as I un­
derstand it, it could go considerably 
higher. 

Economic analysis indicates that the 
total cost of the program as modified by 
this amendment would be approxima.tely 
$2.5 billion and that the revised tax 
credit program would result in over 460,-
000 housing starts which would not oth­
erwise have occurred this year, thus 
boosting new housing starts in 1975 from 
approximately 1.3 million to over 1. 75 
million. Perhaps most important, it is es­
timated that the revised program would 
generate over 560,000 new jobs in hous­
ing and supporting industries. The in­
creased income taxes and decreased level 
of unemployment compensation which 
would result from institution of this pro­
gram should more than cover the cost 
to the Federal Government. The pro­
gram as amended would not serve 
wealthy families. About 65 percent of 
the families who are likely to take advan­
tage of the prog1:am will have incomes 
of less than $20,000 and about 50 per­
cent will have incomes of less than $15,-
000. 

Mr. President, the changes I have sug­
gested will not only make this program 
more effective and less costly, but it i 
hoped that they will also make it more 
acceptable to the House of Representa­
tives and to the Administration. 

Mr. President, I do not need to remind 
this body that we are way behind in our 
housing starts and that, although unem­
ployment in the country is about 8.4 per­
cent, and possibly increasing slightly, the 
unemployment .:figures for the housing 
industry are about 17 percent at the pres­
ent time. The Committee on Banking, 
Housing and Urban Affairs has been 
conducting extensive hearings as to what 
can be done in order to spw· the housing 
industry to get housing built in the coun­
try, and, hopefully, bring back into em­
ployment the large numbers, the hun­
dreds of thousands of unemployed work­
ers in the housing industry. 

I know that my ovm committee, the 
Housing Subcommittee of the Commit­
tee on Banking, Housing and Urban 
Affairs, is concerned about the juris­
dictional problem. Our distinguished 
chairman, the Senat-or from Wisconsin 
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<Mr. PROXMIRE) is concerned about it. 
I am concerned about it myself. 

I would not even suggest that we go 
this route had it not been for the fact 
that the Finance Committee has this 
provision in its bill, and I think that 
what the Finance Committee has in its 
bill will not do the job. It will not build 
the housing. It will be extremely costly. 
It will not impose the ceillng that we 
need so that moderate and middle in­
come people will be able to buy housing 
in the country, and I do not think that 
any kind of a tax credit to the wealthy 
people will encourage them to build or to 
buy homes, because they will buy homes 
anyWay, without this credit. 

In addition to that, I think the most 
important aspect of the Finance Com­
mittee bill that we need to change in 
the event that this housing section l'e­
mains in the bill is that the credit should 
be made a refundable credit, which could 
be carried back, rather than a simple tax 
credit. If it is not a refundable credit, 
which ban be carried back, it will mean 
that the Pl'Ospective home purchaser will 
have to wait until the end of the taxable 
year to get. a tax credit. 

The only way we are going to inspire 
and encourage people to buy homes is to 
have that money in their hands at the 
time that they must make a down pay­
ment-not at the. end of the taxable 
year. 

Therefore, I respectfully suggest to my 
own chairman of the Banking, Housing 
and Urban Affairs Committee, Senator 
PROX114IRE, and to my colleagues that 
they seriously consider the adoption o! 
this amendment, which will improve the 
Finance Committee bill, which has the 
provision in it which, I repeat, will not be 
effective and will be extremely costly to 
the taxpapers, without, I think, the de­
sired results for homebuilders, and even 
more importantly for home purchasers.. 

Mr. LONG. Mr. President, the Senator 
must not be aware of the fact that the 
credit for the purchase of homes has 
been modified to apply only to new 
homes, and therefore the cost of the pro­
vision in the Senate bill has been reduced 
by two-thirds. The cost would be about 
$1 billion. 

Mr. BROOKE. Will the Senator yield 
at that point? 

:rvtr.LONG. Yes. 
Mr. BROOKE. I have heard those :fig­

ures. If the Senator's figures are correct 
then the cost of my amendment would 
be more in the same range as the one now 
in the Finance Committee's bill. I do not 
know whether the Senator is quoting 
proper cost :figures. I do not think we 
ought to mislead. 

Mr. LONG. I am not trying to mislead 
anyone. 

Mr. BROOKE. I know the Senator is 
not. I am not suggesting he is. 

Mr. LONG. But I will explain why the 
Senator's proposal will cost a great deal 
more than what the committee has pro­
posed. 

Mr. President, under the committee 
proposal we would seek to move out and 
sell these 400,000 houses that are in in­
ventory. At the rate new houses are mov­
ing, tnat is about all the public will buy 
all year long. We hope people will not 
buy new houses until these houses are 
moved out of inventory. 

One of the principal purposes is to 
provide jobs for people building houses, 
and move out and sell houses in inven­
tory right riow. I am talking about the 
new houses;-the committee bill is limited 
to that. 

Under the committee proposal, a person 
would get a tax credit of 5 percent of 
the purchase price for the residence. Un­
der the Brooke amendment, he would 
get a fiat credit of $2,000, which would 
phase out between $45,000 and $55,000. 
Mr. President, if that person were buying 
a trailer-which would be ellg1ble under 
either bill-and that trailer cost $2,000, 
then he would get a tax credit and an 
immediate payment out of the Treasury 
of $2,000 to pay the entire cost. As a mat­
ter of fact, if he could find a trailer that 
would cost $·1,900-

Mr. BROOKE. Mr. President, that 
would not be true. 

Mr. LONG. This is the analysis, as I 
say, that was given to me on the Sen­
ator's amendment. If he bought a house 
trailer that would cost $1,900, he would 
get the trailer free and make $100 profit 
simply by buying the trailer. 

Mr. BROOKE. Will the Senator 
yield? 

Mr. LONG. This is the kind of thing 
that runs up the cost of the bill. And I 
submit, Mr. President, that it is far 
better to provide a 5-percent measured 
against the purchase price than to pro­
vide a fiat $2,000 credit. 

The Senator then proposes to phase 
out the tax credit between $45,000 and 
$55,000. I would point out, Mr. President, 
that although in the committee bill the 
credit would not exceed 5 percent. or 
$2,000, the top limit would be the $2,000, 
but it does provide twice as much em­
ployment if a person buys a $80,000 
house as it does if he buys merely a 
$40,000 house. Therefore, the Senator's 
amendment would have no stimulat­
ing effect at all to encom·age people to 
buy houses that might cost as much as 
$80,000, $100,000, or $200,000. 

While we are not seeking to benefit 
those who can buy an expensive home, 
we would like to see them spend that 
much money to put people to work, be­
cause a $200,000 home provides five times 
as much employment to bricklayers, car­
penters, electricians, plumbers-people 
in all branches of the construction 
trades-as well as those who produce 
the materials. It provides five times as 
much employment as the purchase of a 
$40,000 house, and therefore we do not 
want to deny someone the incentive to 
buy that kind of house that we would 
provide for one to buy a smaller home. 

As I say, the limit in the committee 
bill is a $2,000 tax credit, and we think 
it ought to be on that basis. 

The Senator has some good sugges­
tions. For example, he suggests that the 
tax credit should be paid immediately 
rather than have one wait until the end 
of the taxable year. I think that is a very 
good suggestion, Mr. President. If 
ferees to agree to the Senate provision, 
we are able to persuade the House con­
I will certainly strive for that provision 
in conference, so that it should be 
amended more fairly to provide what 
the Senator has· in mind, because that 
is a very good suggestion. 

I do not think we arc going to find 

it necessary . to make this a refundable 
tax .credit, . as the Senator would do, for 
the reason that most people who buy 
homes have incomes. They have to have 
an income to pay an income tax, and 
therefore we do not need to give them 
a refundable tax credit against taxes 
they do not pay. And while we do provide 
a refundable credit for low income work­
ing people, those are generally not the 
kind of people who are going to buy 
homes. Therefore, we do not think it 
would be necessary to provide a refund­
able tax credit against taxes that have 
not been paid and are not in fact due. 
It might be desirable to provide a carry­
forward or carryback, if that could be 
made available to some, but that is some­
thing we could also do in conference. 

I believe the amendment would have 
unintended consequences. I do not be­
lieve that anyone would contend tbat. the 
Government, the taxpayers, Ehould pay 
100 percent of the cost of someone buy­
ing a new home, even though it be only 
a $2',000 home, nor do I think they would' 
want to provide as much as 25> percent 
of the cost of buying a new home if they 
do not think it is necessary to provide 
that much stimulation. If we enact the 
committee provision, we will be able to 
tell from the experience we have with the 
taxpayers under the bill the extent to 
which the credit will stimulate· the pur­
chase of new houses, and see whether we 
should go further, beyond that. 

Therefore, I believe, Mr. President, 
that all things considered we would best 
stay with the committee bill and accord­
ingly, Mr. President, in order to test the 
sentiment of the Senate on thls-

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

Mr. LONG. Mr. President, I ask unan­
imous consent that I might yield to the 
Senator for 3 minutes on the Senator's 
time, and then I may have the :floor. 

Mr. BROOKE. Mr. President, how 
much time do I have left? 

The PRESIDING OFFICER. The Sen­
ator has 40 minutes remaining. 

Mr. LONG. I ask unanimous consent 
that I yield to the Senator time, at the 
conclusion of which I would regain the 
:floor. 

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

Mr. BROOKE. Mr. President, the Sen­
ator has said many things which are not 
quite in keeping with the facts. I refer 
the Senator to the amendment. I am 
sure the Senator has read the amend­
ment. 

Number 1, the Senator said you could 
buy a trailer at $1,900 and get $2,000, 
pay for it, and have $100 left over. 

The amendment that I proposed does 
not include trailers, it specifically says, 
"but does not include a mobile home or 
a houseboat." 

Number 2, I refer the Senator to the 
provision in my amendment which says: 

"(4) MINIMUM SIZE.-No amount shall be 
allowed as a credit under subsection (a) for 
the purchase of any property whleh falls to 
meet such m1nlmum standards as the Secre­
tary of Housing and Urban Development pre­
scribes with respect to minimum floor space ' 
per dwelllng. 

That 1s the language we used. s 

Number 3, the Senator said that he ) 
• _..i 
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does not see anything wrong with an 
80,000 house. Now, are we going to give 

$2,000 to people to buy an $80,000 house? 
Does the Senator really believe that 

that is going to be an incentive to build­
h g housing? I can see a man who is go­
ing to have a hard time raising the down 
payment, who will be helped by $2,000, 
and who will say: 

All right, I cannot afford to buy the house 
beca·nse I cannot afford to get the down 
payment. But if I get $2,000 I can do it. I 
·will go ahead and I will put that $2,000 down 
with money that I have saved iu the bank, 
and I will buy the house. 

But we are hiking about a $30,000, 
$40,000, $45,000 house. I cannot see how 
the Senator could ask the Senate to vote 
for an amendment or a bill which pro­
\rides for $2,000 for the building of an 
$80,000 house, or a $100,000 house for 
that matter. 

Number 4, the Senator said he wants 
to get rid of the existing housing stock. 
I agree we want to get rid of it, and my 
amendment provides for that. But get­
ting rid of existing housing starts is not 
going to put one bricklayer back to work, 
one painter back to work, one plumber 
back to work. That is the purpose of this 
bill. The purpose of this bill is to turn 
the economy around and get people back 
to work; and as I have showed under the 
amendment, which would improve the 
Senator's bill, we will get people back 
to work. . 

I am glad the Senator has read that 
part of tht bill which says we ought to 
have a ref\hldable tax credit which could 
be carried back because if we do not have 
a refundable tax credit which could be 
carried back you will give a tax credit 
which people will only get after ~ tax­
able year is over. Very few people will 
buy houses with this type of incentive, 
and then the Federal Government will 
have to pick up a tab of $2 billion and 
you still will not have more housing 
starts, and you still will not have any­
body back to work. 

If that is what the Senator, the dis­
tinguished chairman of the Finance 
Committee, wants, then go ahead with 
the present bill. But if he does want 
housing, if he does want the construc­
tion workers to go back to work, he had 
better seriously consider more than just 
one amendment that is included in this 
bill and get it through the conference. 

I hope the Senate will have the wisdom 
to adopt this amendment. 

Mr. LONG. Mr. President, the Senator 
is of course, an expe1·t on his own 
a~endment. If he says it does not in­
clude mobile homes, I will take his word 
for it. 

Mr. BROOKE. The Senator does not 
have to take my word; he can read it. 

Mr. LONG. Well, Senator, we can agree 
that it would still include a small home, 
and it could be, for example, a $10,000 
house. It could be a 20 percent ct·edit 
or if the Secretary--

-~ 

Mr. BROOKE. Mr. President, will the 
Senator yield at that point? 

Mr. LONG. No, I do not yield. 
Further Mr. President, the Senator 

says there' would be something immo.ral 
in providing a credit to a person buymg 
an expensive home. 

I would point out that people usually 
do not hire an architect any more to de-

--- ~ 

sign a house. Most people buy homes 
that have been built by a builder seeking 
to find a market. The builders are not 
going to build new homes when they have 
got houses all over town that they can­
not sell. When they can sell those that 
they have on hand then they will pro­
ceed to build more. 

In that respect, I just do not agree 
with the Senator's view that there is 
anything ·wTong about providing a credit 
for somebody buying an expensive home. 
We want them to buy homes, and the 
mote they spend buying homes the more 
people we are going to put to work. 

As I say, Mr. President, the Senator 
does have a point that it would be good 
to modify the credit in a way to provide 
for an immediate payment. We can take 
care of that in conference, Mr. President, 
if the Senate sees fit to retain the pro­
vision that was recommended by the 
homebuilders themselves, that we should 
have a 5-percent tax credit for people to 
buy new homes to help move out of in­
ventory those they have and to encourage 
that more could be built. 

Mr. President, I move that the amend­
ment be laid on the table. 

The PRESIDING OFFICER. The ques­
tion is on agreeing t-o tile motion to lay 
on the table <putting the question) . 

Mr. BROOKE. Mr. President, I am sor­
ry, I was not listening. I want the yeas 
and the nays on this amendment. 

The PRESIDING OFFICER. Is there a 
sufficient second? There · is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. HUMPHREY. Mr. President, I am 

pleased to join with the distinguished 
Senator from Massachusetts, Mr. 
BROOKE, in proposing what I believe to 
be a very significant amendment to the 
housing tax credit provision of the tax 
reduction bill that iS before the Senate 
today. This amendment will result in a 
significant increase in the effectiveness 
of the housing tax credit provision of 
this legislation in creating new homes 
and in producing jobs. 

Today our Nation's housing industry is 
in disastrous shape. Housing starts for 
December 1974 were at a seasonally ad­
justed annual rate of only 868,000 units, 
the lowest level in 9 years and far 
below the level necessary to achieve the 
2.6 million annual rate of housing starts 
called for in the 1968 Housing Act. At 
the same time, the unemployment rate 
in the housing and construction industry 
is at a depression level of 16 percent for 
the Nation as a whole and in excess of 
30 percent in many specific areas in this 
country. 

At the same time, an estimated 600,000 
housing units have been constructed and 
are sitting idle because consumers simply 
cannot afford to purchase them. 'I1lis is 
an incredible situation given the fact 
that 13 million American families are in­
adequately housed. 

I am convinced that direct assistance 
must be initiated immediately to stimu­
late housing production and to make 
home ownership affordable for a larger 
percentage of our families. While I would 
prefer to see a housing program con­
sidered by the Congress on its own 
merits the urgency of the crisis in this 
indust~·y requires that we take action 

on the legislative vehicle that is before 
us. 

Under the Brooke-Humphrey amend­
ment which is before us today, buyers of 
newly built homes, meeting size and price 
requirements established by the bill, 
would receive a direct cash payment 
applicable against their downpayment at 
the time they pw·chase their homes. This 
home purchase incentive program will 
produce more jobs at less cost than 
virtually any proposal that I know of. 
For this reason, I give it my full support 
and urge my colleagues to do likewise. 

This amendment would make three 
fundamental changes in the current 
housing tax credit provision of the tax 
reduction bill. 

First, it would provide a flat $1,500 re­
bate to all pw·chases of newly built 
homes rather than provide the credit as 
a fixed percentage of the cost of the 
home. I believe that this feature is more 
equitable to those who buy lower priced 
homes. 

Second, this amendment will make the 
housing tax credit refundable, that is, 
it will make the tax credit available at 
the time the new home is pw·chased. I 
believe it is essential that the tax credit 
be available to assist the pw·chaser in 
making the downpayment on the new 
home, since this is a crucial bottleneck 
in stimulating new housing purchases 
today. 

Third, this amendment would gradu­
ally phase out the credit from $1,500 
for a $45,000 house down to zero for a 
$55,000 house, thus putting a ceiling on 
the price of homes, the purchase of 
which is encouraged under the prog1.'am. 

The housing experts who have ana­
lyzed this proposal indicate that the net 
additional housing ·starts 'that we can 
expect this year, if this proposal is en­
acted, would be 437,000. Yes, nearly half 
a million new homes would be under 
construction this year, if we pass this 
amendment before us. Of course, equally 
as significant, we would create a sub­
stantial number of new jobs. In this re­
gard, it is estimated that 568,000 man 
years of net additional jobs, at least, 
would result from enactment of the 
measure we are proposing today. 

As the chairman of the Joint Eco­
nomic Committee, I can assure you that 
after having spent several months in 
analyzing the impact of various Federal 
spending programs on jobs, that this is 
a very desirable and cost effective man­
ner of expanding employment. 

The cost of this program as modified 
by ow· amendment would be approxi­
mately $2 billion. I believe that the ben­
efits described above certainly warrant 
an immediate tax expenditure of this 
size. 

I would also like to assure my col­
leagues that this program would pro­
vide primarily for the needs of American 
families with incomes of $20,000 a year 
or less. In fact, 70 percent of the funds 
provided in this bill, $1.4 billion would 
go to families in the $20,000 or less in­
come bracket. As significantly, the ex­
perts inform me that 5_0 pe~·cent ~f the 
funds in this bill, $1 bill1on, will go 
to families with incomes of $15,000 or 
less. I believe that this patt.ern of dis­
tribution is fail'/' to our citizens. 
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Mr. President, we can act today to 
provide our people with the opportunity 
to acquire more decent housing, to pro­
vide our housing industry with a small 
increment of help that will keep many 
small contractors in business, and to 
provide hundreds of thousands of Amer­
ican workers with a chance to get ·back 
to work and support their families. 

Mr. President, I urge all of my col­
leagues to join me in support of the 
Brooke-Humphrey amendment to the 
housing tax credit provision of the tax 
reduction bill. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the motion to lay 
on the table. 

The yeas and nays have been ordered 
and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas <Mr. BENT­
SEN) and the Senator from Missouri <Mr. 
SYMINGTON) are necessarily absent. 

I further annoUlJ.Ce that the Senator 
from South Dakota · <Mr. McGoVERN) is 
absent on official business. 

Mr. GRIFFIN. I announce that· the 
Senator from Oregon <Mr. PACKWOOD), 
the Senator from Virginia <Mr. Wn.­
LIAM L. ScoTT), the Senator from Alaska 
<Mr. STEVENS), and the Senator· from 
Texas <Mr. TOWER) are necessarily 
absent. 

I further announce that the Senator 
from Ohio <Mr. · TAFT) is absent due 
to illness. 

I further announce that, if present 
and votirig, the Senator from Ohio <Mr. 
TAFT) would vote "nay," 

The result was announced-yeas 62, 
nays 29, as follows: 

[Rollcall Vote No. 105 Leg.) 

YEAS-62 
Abourezk Fannin 
Allen Fong 
Baker Ford 
Bartlett Garn 
Bayh Glenn 
Biden Goldwater 
Brock Gravel 
Buckley Hansen 
Bumpers Hart, Gary W. 
Burdick Hart, Philip A. 
Byrd, Haskell 

Harry F., Jr. Hathaway 
Byrd, Robert C. Hei.ms 
Cannon Hollings 
Chiles Hruska 
Church Huddleston 
Cranston Inouye 
Curtis Jackson 
Dole Johnston 
Domenici Laxalt 
Eastland Leahy 

Beall 
Belimon 
Brooke 
Case 
Clark 
Culver 
Eagleton 
Griffin 
Hru:tke 
Hatfield 

NAYS-29 
Humphrey 
Javits 
Kennedy 
Mathias 
M:!Intyre 
Metcalf 
Pastore 
Pearson 
Pen 
Percy 

Long 
Magnuson 
Mansfield 
McClellan 
McClure 
McGee 
Mondale 
Montoya 
Morgan 
Moss 
Muskie 
Nelson 
Nunn 
Ribicoff 
Scott, Hugh 
Stafford 
Stennis 
Stone 
Talmadge 
Thurmond 
Young 

Proxmire 
Randolph 
Roth 
Schweiker 
Sparkman 
Stevenson 
Tunney 
Weicker 
Williams 

NOT VOTING-8 
Bentsen Scott, Symington 
McGovern William L. Taft 
Packwood Stevens Tower 

So the motion to lay on the table was 
agreed to. 

AMENDMENT NO. 129 

J\1r. GRAVEL. Mr. President, I call up 
my amendment 129.-

The PRESIDING OFFICER. The clerk 
will state the amendment. 

Mr. GRAVEL. And I send a modifica­
tion to the desk. 

The PRESIDING OFFICER. A modifi­
cation is-not in order except by unani­
mous consent. 

Mr. NELSON. What is the ruling? 
The PRESIDING OFFICER. The Sen­

ator was requesting unanimous consent 
to modify his amendment. A modifica­
tion of an amendment is not in order 
in view of the cloture. 

Is there objection? 
Mr. HOLLINGS. I object. 
Mr. GRAVEL. I call up my amendment 

No. 129. 
The PRESIDING OFFICER. The clerk 

will state the amendment. 
The assistant legislative clerk pro­

ceeded to read the amendment. 
Mr. GRAVEL. I ask unanimous con­

sent -to dispense with the further read­
ing of the amendment. 

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

The amendment is as follows: 
Section 103 of the bill, relating to effective 

dates for sections 101 and 102 of title IV 
(relating to repeal of percentage depletion 
for oil and gas) is amended to read as fol­
lows: 
"SEC. 103. EFFECTIVE DATES. 

"The amendments made by sections 101 
and 102 of this title apply to oil and gas 
produced more than 30 days after the date 
of enactment of this Act." 

At the end of the bill add the following: 
"TITLE V-NATURAL GAS DEREGULA­

TION; TERMINATION OF PRICE CON­
TROLS 

"NATURAL GAS DEREGULATION 

"SEC. 501. (a) Section 1(b) of the Natural 
Gas Act Is amended to read as follows: 

"'(b) The provisions of this Act shall ap­
ply to the transportation of natural gas in 
interstate commerce, to the sale in interstate 
commerce of natural gas for domestic, com­
mercial, industrial, or any other use, and 
to natural gas companies engaged In such 
transp~rtation or _sale, but shall not apply 
to any other transportation or sale of nat­
ural gas or to the local distribution of nat­
ural gas or to the facilities used for such 
distribution or to the production or gather­
ing of natural gas or to the sale of natural 
gas dedicated for the first time to interstate 
commerce or rededicated upon expiration of 
an existing contrMt on or after the date of 
the enactment of the Energy Revenue and 
Developme~t ·Act of 1975 or produced from 
wells commenced on or after such date for 
domestic, commercial, industrial, or 'any 

other use, by any person, whose principal 
busines-s is not the transportation of natural 
gas in interstate commerce' 

"(b) Section 2(6) of the Natural Gas Act Is 
amended by striking the last two words and 
by inserting before the pertod at the end 
ther~f a comma and the following: 'sub­
je~,t to the exception i~ section 1(b) above'. 

(c) Section 2 of the· Natural Gas Act is 
amended by · adding at the end thereof the 
following new clause: 

"'(10) "Affiliate" of another person means 
any person directly or indirectly controlling, 
controlled by, or under common control with 
such other person.' 

"(d) Section 3 of the Natural Gas Act is 
amended by striking from the first sentence 
'or import any natural gas from a foreign 
country• and by striking from the second 
sentence 'or importation'. 

"(e) Section 4(e) of the Natural Gas Act 
Is amended by inserting before the period at 
the end thereo-f a colon and the following· 
'Provicled, however, That the Commissio~ 

sha.U have no power to deny, in whole or in 
part, that portion of the rates and charges 
~ade, demanded, or received by any natural 
gas opmpany for or in connection with the 
purchase of natural gas exempt from this 
Act pursuant_ to section 1 (b) except to the 
extent that the rates or charges made, de­
manded, or received for natural gas by an 
affiliat e of the purchasing natural gas com­
pany _exceed those made, demanded, or re­
ceived by persons not affiliated with the pur­
chasing natural gas company: Provided fur­
ther, That the Commission sha.U have no 
power to deny, In whole or in part, that por­
tion of the rates ·or charges made, demanded, 
or received by any natural gas company for 
natural gas produced from the properties of 
that company from wells commenced on or 
after the date of the enactment of the En­
ergy Revenue and Developm=nt Act of 1975, 
except to the extent that the ia.tes or charges 
made, demanded, or received exceed those 
made, demanded, or received for natural gas 
by persons not affiliated with the purchasing 
natural gas company.". 

"(f) Section 5(a) of the Natural Gas Act 
is amended by inserting before the period at 
the end thereof a colon and the following: 
'Provided, however, That the Commission 
shall have no. power to deny, in whole or in 
part, that portion of the rates and charges 
made, demanded, or received by any natural 
gas company-for or in connection with the 
purchase of natural gas exempt from this 
Act pursuant to section 1(b), except to the 
extent that t~e rates or charges made, de­
manded, or received for natural gas by an 
affiliate of the purchasing natural gas com­
pany exceed those made, demanded, or re­
ceived by persons not affiliated with the 
purchasing natural gas company: And pro­
vided further, That the Commission shall 
have power to deny, in whole or in part, 
.that portion of the rates or charges made, 
demanded, or received by any natural gas 
company for natural gas produced from the 
properties of that company from wells com­
menced on or after the date of the enact­
ment of the Energy Revenue and Develop­
ment Act of 1975 except to the extent that 
the rate or charges made, demanded, or . re­
ceived exceed those made, demanded, or re­
ceived from natural gas by persons not affili­
ated with the purchasing natural gas com­
pany: And provided further, That the 
Commission shall have no power to order a 
decrease in the rate or charge made, de­
manded, or received for the sale of natural 
gas by any person not engaged in the trans­
portation of natural gas in interstate com­
merce or by any affiliate of such person, if 
such rate or charge shall have been previ­
ously determined to be just and reasonable, 
such determination being final and no longer 
subject to judicial review. The Commission 
shan have no power to require any averaging 
of the price of natural gas subject to control 
under this Act and natural gas not subject 
to such control. 

"TERMINATION OF PRICE CONTROLS 

"SEc. 502. Upon the expiration of sixty 
days following the date of enactment of 
this section, the authority conferred by sec­
tion 4 of the Emergency Petroleum Allocation 
Act of 1973 to stabilize the prices of petro­
leum products, crude oil, natural gas, and 
coal shall terminate, but such termination 
of authority shall not affect any action or 
pending proceedings, civil or criminal, not 
finally determined on the date of such termi­
nation of authority, nor any action or pro­
ceeding based upon any act committed .prior 
to such date. Immediately upon the enact­
ment of this section, the President or his 
delegate shall begin to make such periodic 
adjustments in ceiling prtces of commodities 
referred to in the preceding sentence as 
may be appropriate to insure that such 
termination ·of authortty m:ay tie accom­
plished in· a manner which does not cause 
undue disruption or dislocation in the econ-
omy of any industry. -
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''TITLE VI-REPEAL OF THE EMERGENCY 

PETROLEUM ALLOCATION ACT OF 1973 
"SEC. 601. Notwithstanding any other pro­

visions of this Act, the Emergency Petroleum 
Allocation A~t of 1973, as amended, is hereby 
repealed. 

" TITLE VII-EXCESSIVE PROFITS TAX 
SEc. 701. (a) Subtitle A of the Internal 

Revenue Code of 1954 (relating to income 
t axes) is amended by adding at the end 
t hereof the following new chapter: 

" 'CHAPTER 7-TAX ON EXCESSIVE 
FOSSIL FUEL PROFITS 

"'Sec. 1601. Imposition of tax. 
•• 'Sec. 1602. Credit for reinvestment in do-

mestic areas. 
"'Sec. 1603. Excess fossil fuel profit s income. 
" 'Sec. 1604. Related corporations. 
" 'Sec. 1605. Definitions; special rules; regu­

lations. 
" 'SEC. 1601. l.MPOSI'J:ION OJ' TAX. 

" 'There is imposed on the excess fossil fuel 
profits income of every corporation for any 
taxable year ending after December 31, 1974, 
and before January 1, 1980, a tax of 80 per­
cent. 
" '1602. CREDIT. 

" 'There is allowed to each corporation 
liable for the tax imposed by section 1601 
for the taxable year, an amount equal to the 
amount of such corporation's qualified in­
vestment for the taxable year. 
" 'SEC. 1603. EXCESS FOSSIL FuEL PROFITS IN• 

COME. 
" 'For purposes of this chapter, the term 

'excess fossil fuel profits income• means the 
amount by which the fossil fuel profits in­
come o! a corporation for the taxable year 
exceeds the larger of-

" '(1) the average annual fossil fuel prof­
its income o! that corporation for the base 
period; or 

"'(2) an amount equ al to an annual re­
turn for that taxable year of 15 percent on 
capital invested by that corporation in fossil 
fuel industry activities. 
"'SEC. 1604. RELATED CORPORATIONS. 

"'(a) RELATED CORPORATIONS.-ln the ap­
plication o! the provisions o! this chapter 
to any domestic corporation which owns 
stock issued by a foreign corporation which 
has fossil !uel profits income !rom any 
source-

" '(1) the domest ic corporation is con­
sidered to have fossil fuel profits income 
from that source in an amount which bears 
the same ratio to the total amount o! the 
fossil fuel profits income of that foreign 
corporation as the value of the foreign cor­
poration's stock held by the domestic cor­
poration bears to the total value of all stock 
issued by the foreign corporation, and 

" ' (2) a foreign corporation (referred to 
elsewhere in the paragraph as the acquiring 
corporation) which owns stock issued by an­
other foreign corporation (referred to else­
where in this paragraph as the issuing 
corporation) whtch has fossil fuel profits in­
come from any source is considered to have 
fossil fuel profits income from that source 
1n an amount which bears the same ratio to 
the total amount of the fossil fuel profits 
income of the tssu.ing corporation as the 
value e>f the issuing corporation's stock held 
by the acquiring corporation bears to the 
issuing corporation. 

" '(b) VALUATION RULE.-For purposes ot 
this section, the value of a share of stock 
is its average fair market value for the tax­
able year. It the Secretary or his delegate 
determines that the fair market value of a 
particular class of stock cannot be ascer­
tained with reasonable certainty, the value of 
that stook shall be determined in accord­
ance with rules promulgated by the Secre­
tary or his delegate which are designed to 
reflect fairly, for purposes of this chapter, 
the ownership interest of the corporation 
which owns the stock 1n the corporation 

.._ which issued the stock. 

" 'SEC. 1605. DEFINITIONS; SPECIAL RULES; 
REGULATIONS. · 

"'(a) DEFINITioNs.-For purposes o! this 
chapter-

"'(1) BASEPERIOD.-Theterm "baseperloo" 
means, in the case e>! any corporation, the 
first four taxable years or that corporation 
beginning after December 31, 1969. 

"'(2) Fossn. FUEL INDUSTRY ACTIVITY.­
The term "fossil fuel industry activity" 
means the business of extracting, refining, 
transporting, distributing, manufacturing, 
producing, or selling gas, coal, petroleum, 
petroleum products, or products used in con­
nection with the extraction, refining, trans­
portation, distribution, manufacture, pro­
duction, or sale of gas, coal, petroleum, or 
petroleum products. 

"'(3) FOSSIL FUEL PROFITS INCOME.-The 
term "fossil fuel profits income" means the 
taxable income of a corporation derived from 
fossil fuel industry activities. 

"'(4) QUALIFIED INVESTMENT.-For pur­
poses o! this chapter, any person's qualified 
investment for any taxable period is the 
amount paid or incurred by such person dur­
ing such taxable period (with respect to 
areas (within the United States or a posses­
sion of the United States) for-

" • (A) intangible drilling and development 
costs, or geological and geophysical costs, 
described in section 263 (c) , 

" '(B) the construction, rece>nstruction, 
erection, or acquisition o! the following 
items but only if the original use of such 
items begins with such person: 

" ' (i) depreciable assets used for-
" '(I) the exploration for or the develop­

men'; or proouction of coal, oil, or gas (in­
cluding development or production from 
on shale), 

" • (II) converting oil shale, coal, or liquid 
hydrocarbons into oil or gas, or 

" '(III) refining oil or gas (but not beyond 
the primary product stage), 

"'(11) pipelines for gathering or trans­
mitting oil or gas, and facilities (such as 
pumping stations) directly related to the 
use of such pipelines. 

" ' (C) secondary or tertiary recovery of 
oil and gas, 

"'(D) the acquisition o! oil and gas leases 
(<.ther than off-shore oil and gas leases), but 
the aggregate amount which may be taken 
into account under this subparagraph for 
any taxable period shall not exceed one­
third of the aggregate of the amounts which 
may be taken into account by the taxpayer 
under subparagraphs (A), (B). and (C) for 
such period, and 

" '(E) the discovery, development, or 
utilization of any other energy source (in­
cluding amounts paid or incurred for the 
acquisition of depreciable assets and for the 
construction, reconstruction, or erection of 
fac111tles in connection therewith). 

" '(b) SPECIAL RULES.-
" ' ( 1) APPLICATION OF RELATED CORPORATION 

BULES.-The related corporation rules con­
tained in section 1604 apply to the deter­
mination of fossil fuel profits income for the 
base period and for the taxable year, and to 
tl:e determination of return on investment. 

"' (2) RETURN ON INVESTMENT.-
" '(A) IN GENERAL.-For purposes of sec­

tion 1602. return on investment shall be 
determined by computing the excess of the 
!ossll fuel profits income for the taxable 
year over the capital investment in fossll 
fuel industry activities for the taxable year 
as a percentage of the amount of such capital 
investment. 

"'(B) ExCLusioNs.-In computing return 
on investment there shall be excluded from 
consideration- · 

"'(i) the excess of any amount allowed as 
a deduction under section 613 (relating to 
percentage depletion) over the amount al­
lowable under section 611 for cost depletion; 

"' (11) any amounts allowed as a deduc­
tion in accordance with the provisions of 
section 263(c) (relating to intangible drilling 

and development costs in the case of oil 
and gas wells) in connection with any on 
or gas well which is commercially produc­
tive, as determined by the Secretary or his 
delegate; and 

"'{ill) with respect to each item of section 
1250 property (as defined 1n section 1250 
(c)), the amount by which the deduction 
allowable !or the taxable year for exhaustion, 
wear and tear, obsolescence, or amortization 
exceeds the depreciation deduction which 
would have been allowable for the taxable 
year had the taxpayer depreciated the prop­
erty under the straight line method for each 
taxable year of its useful life (determined 
without regard to section 167(k)) for 
which the taxpayer has held the property. 

"'(3) CHANGES IN CORPORATION STRUCTURE 
VOLUME OF BUSINESS, ETC.-In the applica­
tion of the provisions of this chapter-

" ' (A) income, expenditures, gains, and 
losses not related to fossil fuel industry 
activities shall be disregarded; and 

" ' (B) if, for any taxable year, the fossil 
fuel profits income o! a corporation is greater 
than the average annual fossil fuel profits 
income of that corporation for the base pe­
rioo as a result o! expanded volume of proo­
ucts handled, a different type of fossil fuel 
industry activity than that engaged in by 
the corporation during the base period, or a 
different combination or proportion of fossil 
fuel industry activities than those engaged 
in by that corporation during the base pe­
riod, the oorporation may, with the approval 
of the Secretary or his delegate, adjust the 
annual average base period fossil fuel profits 
income, or compute the taxable year's fossil 
fuel profits income 1n such a manner as 
necessary, to reflect equitably that part of 
the fossil fuel profits Income for the taxable 
year which Is subject to treatment as excess 
profits from fossil fuel industry activities 
as compared to the profits from those activi­
ties during the base period. Any approval 
granted by the Secretary or his delegate 
under this subparagraph khall be granted 
after a public hearing conducted 1n accord­
ance with the provisions of section 553 of 
title 5, United States Code, applicable to 
rulemaking. 

"'(c) REGULATIONS.-The Secretary or his 
delegate shall prescribe such regulations as 
may be necessary to carry out the provisions 
of this chapter.'. 

"(b) Section 11 of the Internal Revenue 
Code of 1954 (relating to tax on corporations) 
is amended by adding at the end thereof the 
following new subsection: 

"'(g) TAX NOT To APPLY TO EXCESS Fossn.. 
FuEL PROI'ITS INCOME.-The provisions of 
this section apply only to sc much of the 
taxable income of a corporation for the 
taxable year which is excess fossil fuel 
profits income (as defined in section 1603) 
of that corporation for that taxable year as 
equals the amount o! the credit claimed 
under section 1602 by that corporation for 
the taxable year.'. 

" (C) TECHNICAL AMENDMENT.-
"(1) Section 12 of such Code (relating to 

cross references relating to tax on corpora­
tions) is amended by adding at the end 
thereof the following new paragraph: 

"'(9) For tax on excess fossil fuel profits 
income, see chapter 7.'. 

"(2) Section 21 of such Code (relating to 
effect o! changes) is amended by adding at 
the end thereof the following new sub­
section: 

" '(f) CHANGES MADE BY THE ENERGY REVE• 

NUE AND DEVELOPMENT ACT OF 1975.-Qn ap­
plying subsection (a) to the taxable year of 
a corporation which is not a calendar year. 
the tax imposed under section 1601 shall be 
treated as a change in a rate of tax.'. 

"(3) The table o! chapters !or subtitle A 
of such Code 1s amended by adding at the 
end thereof the following item: 
"'CHAPTER 7. Tax e>n excessive fossil fuel 

profits.' 
"(d) The Secretary o! the Treasury or his 

delegate shall, as soon as practicable but 1n 
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any event not later than 90 days after the 
date of the enactment of this Act, submit 
to the Committee on Ways and Means of 
the House of Representatives a draft of any 
technical and conforming changes in the 
Internal Revenue Code of 1954 which are 
necessary to reflect throughout such Code 
the changes in the substantive provisions of 
law made by this Act. 

"(e) The amendments made by this Act 
apply with respect to taxable years ending 
after December 31, 1974.". 

Mr. GRAVEL. I want to propound an­
other unanimous-consent request, and I 
am sure all Senators will want to hear 
it. 

The PRESIDING OFFICER. Senators 
will clear the aisles. Senators will take 
their seats. The Senate will be in order. 

The Senator from Alaska. 
Mr. GRAVEL. Mr. President, I have 

my amendment at the desk. I do not 
know why there was objection to the 
modification. It is a normal courtesy that 
is accorded. 

Mr. NELSON. Mr. President, may we 
have order in the Senate? 

The PRESIDING OFFICER. The Sen­
ator from Alaska wishes to make a unan­
imous-consent request. 

Mr. GRAVEL. I would like to ask unan­
imous consent to modify my amendment 
at the desk. 

Mr. HOLLINGS. I object. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. GRIFFIN. Mr. President, I ask 

unanimous consent that members of my 
staff, Dave Clanton and Bob Turner, 
have permission to be on the floor during 
the debate and vote on the bill. 

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

Mr. GRAVEL. Without losing my right 
to the floor, may I ask the Senator from 
South Carolina what objection he has to 
my amendment? Is there any reason why 
I should experience this discourtesy? 

Mr. HOLLINGS. Mr. President, an­
swering my distinguished colleague's 
questions, I do not see anything discour­
teous. I do not agree with any of the 
amendment at all, not one part, not two 
parts, not three parts, or four parts, and 
no discourtesy is intended. The Senator 
has been voting against me for the past 
3 days and I never had in the back of 
my mind that discourtesy was involved. 
It is just because I do not want it sepa­
rated. 

We have studied this amendment. We 
have heard it proposed. It would decon­
trol oil prices. It would deregulate gas. 
It would cost the consumer some $40 bil­
lion extra in America, wreck the econ­
omy, and put us into a depression. That 
is the reason I really oppose the amend­
ment and any modification of the amend­
ment. I oppose it as it now is submitted 
and has been printed. If that involves 
discourtesy, I apologize, but I object. 

Mr. GRAVEL. I have the answer to 
my question, Mr. President. I do not 
need the Senator to use up my time in 
the process. I might say in the 3 days 
that he used in this body I did not 
object on any single occasion. On no 
occasion did I vote for his proposal, but 
I did not object to any of his unanimous 
consents. 

I do want to thank my colleague from 
South Carolina for that courtesy. If I 
think I can improve legislation by send-

ing a modification to the desk, I think 
I should be accorded that privilege. If 
someone wants to argue something that 
is not an improvement, then so be it. I 
do thank my colleague. 

I do not wish to be interrupted so that 
if the Senator wants to say something, 
he can say it on his time. I will yield and 
ask unanimous consent that I not be 
charged with it. 

If my colleague wants to take the floor 
and give us some more of his cracker 
barrel rhetoric, he can take the floor. 

Of course, I never thought of tabling 
his motion or amendment. I gave it full 
consideration. It is interesting that now 
after he has eaten in the larder there is 
no time for anybody else to come in with 
thoughts, information, or knowledg·e. 

Mr. HOLLINGS. I can respectfully lis­
ten to my colleague from Alaska, but the 
record will show that my amendment 
was moved for tabling when I was out 
of the body on the day before yesterday. 
I did not get a chance to discuss my 
amendment and he was part of the con­
spiracy. 

Mr. GRAVEL. I hope the Senator 
speaks on his time and not mine. 

The PRESIDING OFFICER. The Sen­
ator speaks on his time. 

Mr. GRAVEL. As a matter of policy, I 
did importune upon the chairman at that 
time, saying that Senator HoLJ.INGs was 
not in the room and he should not do 
that. But since it was not in the RECORD, 
my colleague did not know that. These 
are some of the kinds of courtesies that 
some of my colleagues think are in order. 

We can get lost in parliamentary chi­
canery, but we are trying to get the issue 
across. 

I will make my presentation, and it 
really makes no difference whether I 
make it on my modified amendment or 
this amendment. The substance is the 
same, and that is really what I am after 
in this body-to get across the substance 
-of the issue. 

I would like to begin by saying that in 
the 3 days of debate that we have had on 
the energy aspect of this legislation I 
think the most profound statement and 
the most accurate statement was made 
by the Senator from Connecticut. That 
is when he made the statement that the 
issue before us was the symbol of 
privilege. 

I would like to raise a question. Do we 
legislate here on the basis of symbols 
and perceptions, or do we legislate on the 
basis of facts and knowledge. 

I think in the short time that I have 
been here we have legislated both ways. 
I think on the debate on the depletion 
allowance we have heard a lot of 
rhetoric; it has been highly emotional 
rhetoric and not much based on fact. I 
will go into the arguments made by the 
Senator from South Carolina and the 
Senator from Massachusetts as to where 
fact departs from fiction. 

Let me just say that the action we 
took with respect to repeal of the de­
pletion allowance was an error whose 
time has come, and there is no way you 
can change that. 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. GRAVEL. Mr. President, I would 
like not to have any efforts made in ac-

quiring order charged to my time. I think 
that would be only fair. 

The PRESIDING OFFICER. The Sen­
ator from Alaska. 

Mr. GRAVEL. I think the liberals are 
recognized as being in control of the 
Congress, both the House and the Sen­
ate, and I think it is readily recognizable 
that as part of liberal ethics, you just 
have to be against the depletion allow­
ance. That is just automatic. 

In fact, I think it was best character­
ized by a statement made in committee 
by Senator Nelson. He made it with a 
certain degree of emotion. That was, 
very simply, that he was for repeal of the 
depletion allowance before he knew what 
it was. I think that, essentially, is a good 
deal of the view-that they are for de­
pletion before they really know what it is 
about or what it its impact or what is its 
effect. 

But, of course, we can real in emotion 
and we can deal in perceptions. But the 
facts are always going to be there. 

Let me just give a few facts that can­
not be altered and which do exist. You 
can look at these facts two ways. I will 
state these facts one way, and they are 
totally accurate stated that way. And I 
will then state them in the opposite, and 
they are also totally accurate that way. 

The first fact is that the U.S. Govern­
ment and we, as its policymakers, ac­
tually permit-and in fact force--the 
American consumer to subsidize Arab 
and all foreign oil production. That is 
a very simple fact, when you recognize 
that part of American oil is forced to 
be sold for $5.25 a barrel through Gov­
ernment edict, and foreign oil comes into 
the United States a little more than $12 
a barrel. That means we are forcing the 
American consumer to buy foreign oil 
at those prices. 

You can reverse that and say, "Aren't 
we great?" We permit the American con­
sumer to buy oil cheaply, by edict," and 
that is exactly what we do. But the con­
verse is also true. 

The second fact is that the FPC, by 
edict, requires the American consumer 
to pay six times more for Arab and for­
eign oil than the energy equivalent of 
natural gas. It is very simple. 

The average c~st of natural gas, by 
FPC edict, is a little below 30 cents a 
thousand cubic feet. The oil coming in is 
$2 a barrel oil equivalent, on a Btu basis; 
and oil coming in is $12-plus from foreign 
sources. That means you are actually 
paying one-sixth, or, reversing that, you 
are causing the American consumer to 
buy foreign oil at six times what he gets 
domestic. 

The third fact is that the FPC requires 
the American consumer to subsidize Al­
gerian gas, or forces the consumer to buy 
Algerian gas, at three times more than 
American gas. That is just a fact. 

Those three facts obtain. We can talk 
and pontificate about profits and taxes, 
but these are the facts. 

One fact that is involved in the do­
mestic situation is that the FPC has 
skewed the energy market, has distorted 
it, by forcing gas in the United States 
to sell for one-third of the oil equiva­
lent. Why we should do that is beyond 
my comprehension. 

Why, in the upper reaches of the State 
of Minnesota or Wisconsin or Maine, 
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where they do not have any natural gas, 
you permit the American consumer to 
pay three times more for a fuel, energy 
to heat his home, than you do for some­
body a hundred miles away-why the 
Government does that capricious act is 
beyond my comprehension. But it does 
just that. 

In Boston, where you have natural gas, 
you can heat your home, if you are 
fortunate enough to be on the pipe, for 
a third of what it would cost you to 
heat your home if you lived somewhere 
in New Hampshire, where you do not 
have natural gas. 

In fact, when you have the shortfalls 
of natural gas, if you buy a new house, 
you su1fer the misfortune of having the 
inability to get natural gas. That means 
that it is going to cost you more to heat 
your new house with fuel heating oil 
than it would if you owned an older 
house, because then you would have nat­
ural gas available to you. So you can be 
on the same street and be required, as 
a result of Government policy, to pay 
three times more to heat your house be­
cause of the house you buy. That kind 
of capriciousness is fact, not emotion. 
That is something we should begin to 
realize. 

Our actions in the passage of the re­
peal of the on depletion allowance are 
totally counterproductive to arriving at 
any self-sufficiency in energy. That the 
Senate should consider the minutiae of 
the depletion cutback, arguing 1,000 
barrels or 2,000 barrels for 2 days-and 
will dispose of this action, out of hand, 
in a very short period of time-is quite 
interesting. 

The Impact of my amendment, as 
stated by opponents, is $40 blllion. The 
impact is erroneously stated by them. A1J 
I view it, as its impact on the gross na­
tional product of this Nation, it will have 
more impact than the entire tax cut. 
But be that as it may, I will take the 
att~ntion I can get and obviously will 
take the votes we can get. 

I did not really feel that we could win, 
but I do feel one thing: There is going to 
be many a surprised Member over the 
next 2 or 3 years, because our actions, 
as I stated, are counterproductive; and 
they are going to aggravate the energy 
crisis. And they are going to thwart any 
possible true impact of this tax cut. 

The problem is going to come back. A1J 
Harry Truman often said, "Don't worry 
about problems. If they're big enough, 
they'll be back at your desk." So we may 
not be giving full consideration to this 
amendment, but do not worry-it will be 
back; and what will be back will be the 
political consequences and the retribu­
tion that will go with it, because, t pre­
dict most humbly and most respectfully, 
that this will be the point of measuring 
where a person is on the energy crisis. 
There is a clean-cut shot in this amend­
ment. It is not encumbered with a great 
deal, and Mr. America wm understand tt. 

Those who are cynical enough to be­
lieve that they will not understand it and 
that they have to vote what is politically 
convenient for them are going to be sorely 
surprised. 

l So I might characterize this amen<;I-
1 ment a little like the Gulf of Tonkin 
1 Resolution. Many people are going to 
l regret voting against lt, and most of them 

are going to be in the central part of the 
United States, the northeast part of the 
United States, and a good part of the 
eastern coast of the United States. Those 
are the areas that are going to be the 
most aggravated by an energy crisis. 

The tax cut is fine, but keep in mind 
one thing: You can take all the money 
you want and throw it at this ecol)omy, 
but only one thing moves an industrial 
society, and this is energy. Energy is 
going to do it; it is not going to be money. 
You are going to take that money and 
buy energy. 

So if we foul our nest so badly in our 
energy consideration that, regardless of 
the money we throw at it, it will not solve 
the problem, that is sad indeed. Throw 
money at it by the billions. It will not 
mean a hll1 of beans because of what will 
happen. 

Let me pose this question: What have 
we done to add one drop of oil or gas to 
the marketplace in the United States of 
America in the last 2 years of the energy 
crisis? What have we done? Let us take a 
moment to analyze what we have done. 

Let me, by definition, for consideration, 
define a time frame: the long term, the 
intermediate term, and the short term. 
I think that all our actions can be placed 
within those categories. 

I would say that the long term is the 
year 2000 and beyond, and I define areas 
and solutions for that to be areas of 
fusion, possibly fission, certainly solar 
energy. 

In the intermediate, from 1985 to the 
year 2000, I would suggest oil, gas, coal, 
and solar as devices to solve the energy 
crisis. 

In the short run-that is, from 1973, 
not today; the fuse is already burning­
from 1973 to 1985, and we have already 
used up 2 years of that period, the only 
answer, the only possible abillty to do 
anything, is through coal or gas. 

What has the President done to add 
one drop of oil or gas to our domestic 
market? I mean the President within the 
last 2 years. He has done one thing and 
only one thing. In August of 1973, he de­
regulated new oil. As a result of that 
deregulation, we can see the reactions 
that have taken place. There has been 
a 29 percent increase in the amount of 
rigs, and I will develop that with a chart 
in a moment. 

What has Congress done? We like to 
pit ourselves in competition with the Ex­
ecutive. What has Congress done? Let 
me take just a moment to tell my col­
leagues. We passed quite a bit of legis­
lation-some of it long term, some of it 
short term, and some of it counterpro­
ductive; and only one item that adds a 
drop of on or gas. 

In the counterproductive category, I 
classify Public Law 93-159. That was the 
Emergency Petroleum Allocation Act of 
1973-totally counterproductive, and I 
will go into great detail as to why it was 
counterproductive. 

The second was the Emergency High­
way Energy Conservation Act. That falls 
in the area of conservation, and it was 
a good one. 

I might add on the subject of conserva­
tion, those who use the figures of today 
an what they can achieve in conserva­
tion presuppose a depression economy 
the way we have it right now. 

- The next item that we passed was the 
~ederal Energy Administration. I con­
sider that bureaucratic, long term, and 
certainly necessary as a device to do 
something. The next one I could con­
sider is Public Law 93-319, the Energy 
Supply and Environmental Coordination 
Act. That was another good one. Another 
was the Appropriations for Energy Re­
search and Development Activities­
again, that was another long-term con­
sideration; a good one. 

Public Law 93-405, Solar Heating and 
Cooling Demonstration Act, a very good 
one, intermediate and long term. Geo­
thermal Research and Development­
intermediate and long term. 

Emergency Daylight Saving Time. 
That was a conservation measure, worth 
doing. 

Energy Reorganization Act of 1974, 
bureaucratic in nature. It did not add a 
drop of oil or gas. 

Solar Energy Research, intermediate 
and long term, another good piece of 
legislation. 
. Amending the tar11I schedules-this 
has merit. 

Extending the Emergency Petroleum 
Act of 1974, totally counterproductive. 
Federal Nonnuclear Energy Research 
and Development Act of 1974. That was 
energy research and development. 

We passed one that was vetoed, thank 
God, by the President. That was the 
emergency act to roll back the price of 
oil. 

The only other bill we passed that 
added one drop of oil to the supply of 
oil and gas was the Alaska pipeline bill. 
How many of us recall January 1973, how 
ridiculous it was to think th&.t this body 
would have the perspicacity to pass the 
Alaska pipeline bill? That was not popu­
lar with the American people at all­
not at all. The amendment came up. 
Senator JACKSON came out of the com­
mittee with a bill. It did not build the 
Alaska pipeline. It went back to the 
courts. So it was over the leadership of 
that committee that this body passed, 
by one vote, the Alaska pipeline, and 
then, on a procedural matter after that 
we had to turn around and have the Vice 
President break a tie. 

How interesting. If we had to vote on 
the Alaska pipeline today, it would pass 
by 80 votes. How interesting it is that 
we get wisdom after the fact. How ironic 
that, during the Arab boycott, our short­
fall was 2 million barrels a day, and how 
ironic that the capacity of the Alaska 
pipeline was 2 million barrels a day. 

Now, I think the question really is: 
What have we done to add one drop of 
gas and oil to the marketplace for the 
American people? Not very much. 

Mr. RANDOLPH. Mr. President. 
Mr. GRAVEL. Quite sad. 
I am happy to yield to my colleague, 

asking unanimous consent that I not lose 
my right to the floor. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. GRAVEL. I might, since time is of 
a precious nature, ask that my colleague 
speak on his time, because I do have a 
cloture on time. 

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

Mr. RANDOLPH. Mr. President, this is 
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not the time for me to give a list of those 
energy related legislative measures, well 
over 41 in number, that have passed the 
Senate of the United States in the past 
2 years. The Senator from Alaska <Mr. 
GRAVEL) has referred to only a few of 
them. When I offered the national 55-
mile-an-hour speed limit measw·e I 
stressed that if it is enforced, we would 
save approximately 160,000 banels of 
all daily in the United States. There are 
important bills that can be added to his 
list. Conservation on many fronts can re­
sult in an energy savings greater than 1 
million barrels of oil per day by the end 
of 1975. The American people have the 
1·esponsibility tv cut waste. In a sense 
we create energy if we save fuel. 

President Gerald Ford has w·ged en­
forcement of the speed limit law. He 
commended the Senate. in a statement 
on Thursday, for its further action of a 
:few weeks ago in the passage of a volun­
tary energy conservation program. He 
characterized our action as "construc­
tive.', 

We recall what we did last June when 
we passed coal conversion legislation, 
which was signed into law. I am not a 
carping critic. I do not desire to polar­
ize a point between the Congress and the 
administration but after 8.5 months we 
did not have the guidelines for the use 
of coal instead of oil and gas in electric 
power-generating plants o: the country. 
This act, if fully implemented by the 
administration, would save tremendous 
amounts of oil-400,000 barrels per day. 

I commend my colleague for bringing 
his proposal to our attention. I am grati­
fied that we have it available for our con­
sideration because this is a vital subject, 
as he knows, in which I am deeply in­
terested and have been a close student 
through the years. 

There are those in this body who have 
made determined efforts to secure self 
sufficiency in energy here at home with­
out heavy foreign supplies. As he has 
indicated, it is difficult when we act after 
the fact rather than before the fact. We 
need to center our attention to such 
problems as he directs O'L.l' thoughts to 
this evening. 

Mr. GRAVEL. I had mentioned in my 
presentation of the summary, the 55-
mile-an-hour limit which the Senator 
had such a hand in. I am aware of his 
distinguished wo1·k in this area of con­
servation and I do want to commend the 
Senator. 

I wish to add that with respect to the 
41 pieces of legislation he talks about 
leaving the Senate, that is just what 
happened in the Senate. The American 
people are not really interested in what 
leaves the Senate. What they are in­
terested in is what becomes law. What I 
spoke to was what becomes law. 

Mr. RANDOLPH. I was not arguing 
with the Senator about his premise. I 
was simply saying that within the Senate 
we have directed our attention to thes~ 
problems. We have had a task force, as 
the Senator well knows, of not one com­
mittee but, now, nine committees that 
have worked in concert to bring these 
acute areas into focus. 

It is not. really understood that dur­
ing the 93d Congress a total of 421 en­
ergy-related bllls we1-e introduced in the 
Senate. Some 405 of these measw·es were 

referred to a single Senate committee, 
and 6 were jointly referred to more than 
one committee. Final congressional ac­
tion, Mr. President, was completed on 
48 measures, of which 43 were signed and 
5 were vetoed at the White House. 

I ask unanimous consent that this list 
be printed in the REcoRD at this point in 
my remarks. 

There being no objection, the list was 
ordered to be printed in the REcoRD, as 
follows: 

IAJOR ENERGY LEGISLATION-93D CONGRESS 

I. ENACTED AND PUBLIC LAW 

Public Law and bill number 
1. Economic Stabilization Act Amend­

ments: Public Law 93-28, S. 398. 
2. Rural Electrification Act: Public Law 

93-32, s. 394. 
3. Water Resom·ces Planning Act: Public 

Law 93-55, S. 1501. 
4. Federal-Aid Highway Act: Public Law 

93-87, s. 502. 
5. To Amend the Euratom Corporation Act 

of 1958, as amended: Public Law 93-88, 
s. 1993. 

6. 011 Pollution Act Amendments: Public 
Law 93-119, H.R. 5451. 

7. Rail Passenger Corporation: Public Law 
93-146, s. 2016. 

8. Mineral Leasing Act of 1920, Amend­
ments and Trans-Alaska Oil Pipeline Author­
ization: Public Law 93-153, S. 2081. 

9. Emergency Petroleum Allocation Act of 
1973: Public Law 93-159, S. 1570. 

10. Emergency Daylight Saving Time En­
ergy Conservation Act of 1973: Public Law 
93-182, H.R. 11324. 

11. Northeast Rail Service Act: Public Law 
93-236, H.R. 9142. 

12'. Emergency Highway Energy Conserva­
tion Act: Public Law 93-239, H.R. 11372. 

13. Supplemental Appropriation Act to 
Explore and Develop Naval Petroleum Re­
serves: Public Law 93-245, H.R. 11576. 

14. Intervention on the High Seas Act: 
Public Law 93-248, S. 1070. 

15. Fuel Cost Pass-Through for Truckers: 
Public Law 93-249, S.J. Res. 185. 

16. Federal Energy Administration; Publfc 
Law 93-275, S. 2776. 

17. AEC Authorization Act: Public Law 
93-276, s. 3292. 

18. NASA Authorization Act: Public Law 
93-316, H.R. 13998. 

19. Energy Supply and Environmental Co­
ordination Act of 1974: Public La.w 93-319, 
H.R. 14368. 

20. Special Energy Research and Develop­
ment Appropriations for 1975: Pv.blic Law 
93-322, H.R. 14434. 

21. AEC Omnibus Legislation ot 1974: Pub­
lic Law 93-377, S. 3669. 

22. Housing and Commodity Development 
Act: Public Law 93-383, S. 3066. 

23. Aid Energy Affected Small Business: 
Public Law 93-386, S. 3331. 

24. Natural Gas Pipeline Safety Act, as 
amended, additional appropriations: Public 
Law 93-403, H..E. 15205. 

25. The Solar Heating and Cooling Demon­
stration Act of 1974: Public Law 93--409, H.R. 
11864. 

26. Geothermal Energy Research, Develop­
ment and Demonstration Act: Public Law 
93-410, H.R. 14920. 

27~ Public Works and Economic Develop­
ment Act: Public Law 93-423, H.R. 14883. 

28. Defense Production Act or 1950. ex­
tended for 2 yeru-s: Public Law 93-426 s. 
~m . 

29. Emergency Daylight Saving Time En­
ergy Conservation Act of 1973, amendments: 
Public Law 93-434, H.R. 16102. 

30. Energy Reorganization Act or 1974: 
Public Law 93-438, H.R. 11510. 

31. Federal Columbia River Transmi ion 
System: Pnblic Law 93-454; s. 3362:. 

32. Solar Energy Research, Development and 

Demonstration Act of 1974: Public Law 93-
473, s. 3234. 

33. Foreign Investment Study Act: Public 
Law 93-479, S. 2840. 

34. To amend the tarur schedule of the 
United States to provide !err the auty free 
entry of methanol imported for use as fuel: 
Public Law 93--482, H.R. 11251. 

35. International Nuclear Coopera.tiou: 
Public Law 93-485. S. 3698. 

36. National Railroad Passenger Cor pora­
tion: Public Law 93-496,H.R.15427~ 

37. Export Administration Amendments: 
Public Law 93-500, S. 3792. 

38. Urban Mass Transportation Act: Public 
Law 93-503, S. 386. 

39. Emergency Petroleum Aliocation Ex­
tension Act of 1974: Public Law 93-511:, H.R. 
16757. 

40. Fedexal Nonnuclear Energy Research 
and Develonment Act of 1974: Public Law 
93-577, s. 1283. 

41. Deep Water Port Act: Public Law 93-
627, H.R. 10701. 

42. Federal-Aid mghway Act Amendments 
of 1975: Public Law P3-643, S. 3934. 

43. Export-Import Bank Act Amendments 
(requires semi-annual report on impact of 
domestic energy resources of each loan in­
volving export of any energy-related product 
or service): Public Law 93-646, H.R. 15977. 

n. VETOED 

1. Energy Emergency Act (S. 2589, H .R. 
11450), March 6, 1974. 

2. Atomic Energy Act, Price-AnderEon pro­
visions (H.R. 15323), October 12, 1974. 

3. TVA Pollution Control Cost Credit (H.R. 
11929, S. 3057), December 21, 1974. 

4. Energy Transportation Security Act 
(H.R. 8193), December 30, 1974. 

5. Surface Mining Control and Reclama­
tion Act (S. 425, H.R. 11500), December 30, 
1974. 

Mr. RANDOLPH. Mr. President, in 
1961, when appearing before the Senate 
Committee on Interior and Insular Af­
fairs, "that each year we delay in estab­
lishing a fuels and energy policy for the 
United States, perhaps we have came 1 
year nearer to disaster." But that is past; 
it is gone. Tonight,. as the Senator says, 
he focuses attention on it again. 

The submarines prowling along the 
east coast and the New England waters 
as well, during World War II, caused us 
to bring into being the Synthetic Liquid 
Fuels Act which I coauthored with Sen­
ator O'Mahoney. Then what happened? 
After the projects were in being and 
were moving into coal gasification and 
coal processed into auto and aviation 
fuel and shale processing for oil, the sub­
marines had gone home and the Amer­
ican people took it easy again. The Con­
gressional appropriations and programs 
and pilot projects were stopped. So we 
had to make a new start. It has been too, 
too long delayed. I hope, I trust, we still 
have time to do the job. 

Mr. GRAVEL. I thank my colleague. 
I should like, in the spirit of efficiency, 

to ask that on any question that I re­
ceive. the time be charged to the ques­
tioner. I ask unanimous consent in that 
regard. That will save my adding dila­
tory ords to my deliberation. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. NELSON. What is the question? 
Mr. GRAVEL. Just as a matter of pro­

cedure, I am asking unanimous consent 
that any question posed to me be not 
charged to my time. 

Mr. NELSON. Without asking unani­
mous consent, the Senator may j~ ask 
the person. 

' 
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Mr. GRAVEL. I did ask unanimous 

consent. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. GRAVEL. I thank my colleagues. 
Mr. President, I think when we talk 

in terms of the depletion allowance as a 
symbol of privilege, as so well charged 
by the Senator from Connecticut, it was 
just that. The symbol of privilege was 
addressed by the Members of the House 
and I think properly so. I think there is 
a new breath of air in the House and 
what we saw was a decision of the House, 
acting as a Committee of the Whole. Of 
course, we acted similarly as a Commit­
tee of the Whole because the Committee 
on Finance chose not to bring out any­
thing relative to depletion. This was not 
my preference. I hoped we would deal 
with it within the Committee on Finance, 
just to put an energy package in this 
piece of legislation. This was not the 
committee decision. Now we are at Sen­
ate action. 

With respect to Senate action, we did 
hold a 1-day hearing. At those hearings, 
or a week plior to the hearings, I pro­
pounded a question to the Senator from 
Massachusetts and to the Senator from 
South Carolina. 

The Senator from South Carolina loves 
to deal in rhetoric on the :floor, but at 
the time, I asked him if he would come 
to a hearing if we called for him, and if 
we called for the Senator from Massa­
chusetts, he would come. Neither one was 
able to be at the hearing. This was a 
courtesy the committee wanted to offer 
them. 

Mr. KENNEDY. Will the Senator yield 
on that? 

Mr. GRAVEL. I will be happy to yield 
on his time. 

Mr. KENNEDY. The Senator from 
South Carolina and the Senator from 
Massachusetts appeared at the Commit­
tee on Finance on Monday, March 10. 
We stayed there for a period of 2 hours. 
Later I had a direct conversation with 
the chairman of the Committee on Fi­
nance. The ch9.irman indicated the com­
mittee was going to markup the tax bill 
and expected to finish it on Friday. In my 
conversations with the chairman of the 
Committee on Finance, I thought that 
there was no need for me or the Senator 
from South Carolina to make an addi­
tional appearance, which would be an 
appearance before the Senator's subcom­
mittee when we had already just ap­
peared before the chairman's full com­
mittee. 

I do not want the record to be left to 
suggest that we were either unwilling 
or unprepared or not desirous to spend 
whatever time was necessary to deal fully 
and completely with the issue. 

Mr. GRAVEL. The record will be very 
clear. The subcommittee hearing was 
called by the chairman of the full Fi­
nance Committee and myself, and I in­
structed the staff to contact Senator 
KENNEDY's office and Senator HoLLINGs' 
office. 

Mr. KENNEDY. On what measure? 
Mr. GRAVEL. On the depletion allow­

ance measure. 
Mr. KENNEDY. The committee had 

already finished action on the tax bill. 
Y.le had appeared before the Finance 

Committee and answered all questions 
for 2hours. 

Mr. GRAVEL. What the Senator from 
Alaska is driving at is a test of the Sen­
ator from Massachusetts' memory. This 
time the request, my request, is more 
specific. 

Mr. KENNEDY. About what? 
Mr. GRAVEL. About oil profits. About 

oil taxes. 
Mr. KENNEDY. Would the Senator 

from Alaska please explain his request? 
Mr. GRAVEL. Wait a minute. You do 

not have the facts. You do not have the 
economists to back up your position. 

Mr. KENNEDY. That material was 
supplied. 

Mr. GRAVEL. It was not supplied to 
the committee. 

Mr. KENNEDY. As the Senator from 
Alaska will see, Senator HoLLINGS and I• 
responded fully and completely to every 
request by the Senator from Alaska at 
the full committee hearing to provide 
additional material. Our submissions are 
printed in the committee hearing volume, 
which has been on every Senator's desk 
all this week for all to see. 

In addition, the Senator from Alaska 
prepared a staff reply to our testimony. 
We, in turn, submitted a reply to his re­
ply. All that was printed in the RECORD 
during the :floor debate this week. 

Mr. GRAVEL. The Senator from 
Alaska is building a case that this body 
has acted irrationally. 

Mr. KENNEDY. I believe that the Sen­
ate has acted responsibly. The Senator 
from South Carolina made an excelent 
case. 

Mr. GRAVEL. We will see how well he 
did. 

Mr. KENNEDY. He made an excellent 
case. 

Mr. GRAVEL. We will see how well he 
did. The record will stand. The requests 
were made. 

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

The PRESIDING OFFICER. The Sen­
ator from Alaska has the floor. Does the 
Senator yield? 

Mr. STEVENSON. Will the Senator 
yield for a question, on my time? 

Mr. GRAVEL. I yield. 
Mr. STEVENSON. The Committee on 

Commerce has held hearings for 2 years, 
25 days of hearings, on the subject of 
natural gas regulation. It is attempting 
to act rationally, and it has afforded 
every single Member of the Senate the 
opportunity to appear before that com­
mittee. 

I ask the Senator, how many times has 
he appeared in the course of those 
lengthy hearings on the subject of 
nautral gas regulation, before the Com­
merce Committee? 

Our point is not to act irrationally; it 
is to act rationally. What the Senator 
is proposing now is an irrational act, an 
irrational amendment that is not sup­
ported by 1 day of hearings in the last 
2 years. I speak after 25 days in 2 years 
of hearings, and now in markup sessions 
on the Senate Commerce Committee bill, 
which will be reported within a matter of 
weeks. 

Mr. MAGNUSON. And we will agree to 
report a bill out as soon as they will. 

Mr. STEVENSON. If there had not 

been an objection to the Commerce Com­
mittee meeting during sessions of the 
Senate, we would have a bill out on the 
Senate :floor today, and there is a bill out 
on the Senate :floor on the subject of oil, 
after many more days of hearings, in the 
Committee on Interior and Insular Af­
fairs. 

Both of those subjects, natw·al gas and 
oil, will be before the Senate, and with 
the benefit of lengthy hearings and com­
mittee recommendation , within a mat­
ter of weeks. 

Mr. GRAVEL. Let me say that what 
I am doing here is no different than what 
my colleagues did in bringing depletion 
to the :floor . The Senator talks about 
hearings; we have had hearings in the 
Finance Committee. Here they are. They 
go all the way back to November 1973 and 
January of 1974. At the same time that 
the Senator from Washington was ex­
coriating the oil companies we were hav­
ing hearings. They were not nearly so 
spectacular; we dealt with natural gas 
regulation and with the whole spectrum 
of the energy crisis right here. I intro­
duced a piece of legislation, a whole 
energy plan, back in November of 1973, 
introduced it again on a firm basis in Au­
gust of 1974, and put another one in 
just a little while ago. 

Now we have this amendment which 
strips it back down to the proper size: 
so if it is proper to consider it as a com­
mittee of the whole, it is certainly proper 
to consider my amendment on the de­
regulation of natural gas, and not 
necessarily after it has been passed on 
by the Commerce Committee. 

I would like to submit that we do have 
an analysis of the documents submitted 
by the Senator from Massachusetts <Mr. 
KENNEDY) and the Senator from South 
Carolina (Mr. HoLLINGS). It was pa~sed 
out to Senators, and I commend it to the 
body for good reading. In fact, if I had 
this kind of analysis done on some of my 
work, I would be embarrassed. It is em­
barrassing, because some of the facts in 
here are wrong. 

Talking about taxes, the chart on taxes 
refers to 1974, but in point of fact the 
record it was taken from was dated 1972, 
and the document was put out in June of 
1974, so there is no way that they could 
have had the facts in question. 

The source for this is, it says, the Oil 
League. If I could have the attention of 
my colleagues-may we have order? 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. GRAVEL. I think my colleagues 
would like to have the record straight­
ened out. With respect to the statement 
by the Senator from South Carolina and 
the Senator from Massachusetts, the 
source table, on page 5, talked about 1974 
income taxes owed by the largest oil com­
panies. But the chart in question, which 
they are speaking from, has only the 1972 
figures, and the last publication that 
dealt with that was in the middle of 
June, 1974; so how could they have 1974 
figures, when it was in the middle of the 
year? 

Obviously it will not be 1·ead now, but 
I ask my colleagues to go over the anal­
ysis prepared by the Finance Committee 
and make their own judgment as to the 
accuracy of the data in question. And 
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that ts, of course, what we have chal­
lenged. 

The document that was presented by 
our colleague, the Senator from South 
Carolina. that was passed out in the 
course of the debate, on the major on 
companies' net income after taxes, does 
not show any amount of profit. The chart 
deals only with percentage increases. 

Percentage increases are, of course, 
really meaningless because if you go from 
a growth of zero to 1 you have a 100-
percent increase. But you stlll have onlY 
1 percent profit. 

Let us move to the profit argument. 
I have here, that I wlll read from, a 
document that was sent to me. I tried 
for a month, over a month, to get it. It 
was an in-house paper prepared for the 
Treasury. The title is "Treasury Survey 
of 19 Petroleum Companies, October 4, 
1974" prepared by Alan Arsht. 

I wlll be refen·ing first to page 6 which 
gives an example of what we mean by 
profits: 

This Ulustrates how misleading an over­
emphasis on increases of absolute profits 
can be. When Occidental Petroleum Company 
reported its 1973 earnings, it was stated that 
profits rose 666 percent above 1972 levels. 
The magnitude of Occidental's total invest­
ment and the percentage return realized on 
its investmeni; received little attention. 

A review of that information places the 
profitability of Occidental in clearer perspec­
tive. In 1972 Occidental's return on invest­
ment was .68 percent. A 666 percent increase 
in 1973 profilts lifted the return on invest­
ment to 4.95 percent. Occidental's perform­
ance compares to a petroleum industry me­
dian return on investment of .90 in 1972 and 
1.5 in 1973. Other companies, such as Getty, 
Ameranda Hess and Gulf showed dramatic 
increases in 1970 over 1973 profits, in large 
part due to the comparison with the extraor­
dina.rlly depressed earnings and returns on 
investment in 1972. 

Again from the same study I would 
like to develop an analysis of where the 
profits of these companies came from 
and what is behind the profits. There are 
five reasons for the profits. One is price 
increases. All prices in the United States 
were regulated at the time, so any in­
crease that was given was given by the 
Government. Two, the devaluation of the 
dollar abroad; three, inventory profits; 
four, tanker operations; and, five, Jn­
crease in chemicals from subsidiary oper­
ations. 

The first one, and I will read from it 
in a second-

Mr. President, how much time do I 
have remaining? 

The PRESIDING OFFICER. The Sen­
ator has 31 minutes. 

Mr. GRAVEL <reading): 
Three other actions of t h e United St ates 

Government--

And I am reading from the study­
contributed directly to the increase in reve­
nues and profits of the on industry in 1973 
and 1974. In September of 1973, the Cost 
of Living Council deregulated the price of 
new and released oil whlch accounted for 
16 percent· of total production. Shortly after­
wards, the Congress exempted stripper pro­
duction, which accounted for 13 percent of 
production, from price controls. Finally, in 
December 1973 the Cost of Living CouncU 
permitted the price of old on and controlled 
oil to rise from $4.25 to $5.25. When the 
world price of oil rose, a two-tier price for 

domestic on developed because the prices of 
uncontrolled oil moved in sympathy with 
the world price. By the end of 1973 the free 
market priee of ·uncontrolled oil had in­
creased from $3.25 per barrel at the beginning 
of 1973 to f6.63 at the end of the year. 

Because old on is declining as a percentage 
of the total, the weighted average price of 
domestic oil continued to rise and now ap­
proximates $7.15 . a barrel. Within one year 
the weighted average price of domestic oil 
has risen 120 percent, a factor which has 
contributed directly and substantially to 
the increased profitabllity of domestic petro­
leum operations. 

The U.s. Government took those actions 
in the correct belief that hlghe_r domestic 
prices would draw forth additional domestic 
supplies and reduce our dependency on for­
eign oil. 

Mr. President, with respect to inven­
tory profits, I shall only say that when 
the price of oil rose, the companies that 
had oil in the ground saw the value of 
that oil rise, and when these companies 
sold this oil they sold this oil at what 
was obviously an inflated price. 

If the oil companies were going out of 
business then they would walk away with 
a profit. But if the oil company was in 
business the next year it had to go out 
in the marketplace and buy oil at the 
new higher cost to replenish the old on. 
So, in point of fact, by staying in business 
it did not get a windfall profit. It got a 
paper profit on its inventory. 

Let me repeat for the record so it is 
understood. These are paper profits. 
They are not real profits and so, as a 
result of these paper profits, they could 
even incur a larger tax liability. But 
still they need the money to go and buy 
the oil to fill up the tanks where they 
supposedly "ripped it off at." 

So, quite obviously, there are no excess 
profits. They are paper profits. So all 
of the fear that the American public has 
that they have "ripped It off" is a tragic 
misunderstanding. They have got to re­
place that oil 1f they are going to stay 
in business, and it is that simple. 

With respect to tanker profits, last 
year, in 1973, they went from a low to 
a high of $2.50, and now back down to 
$1.50. They ballooned their profits 
through their tanker operations in 1973, 
but throughout 1974 and up to today, it 
has been a losing operation. 

Of course, the final reason for the 
profits-and it will be interesting to look 
at other profits from other areas-is the 
simple rise in chemical activities, which 
accounts for the rest of their increase In 
profits. 

It astounds me that Members of this 
body, the U.S. Senate, and the general 
public-at-large ·hold such a misconcep­
tion of the profit picture, especially when 
there are adequate documents that talk 
of it. 

We published in the Finance Commit­
tee "Oil Profitability" study in February 
of 1974 which deals with the profits. I do 
not know how many have read it. 

We published another one in December 
of 1974 which was referred to by the Sen­
ator from Louisiana <Mr. LONG). That 
contained info1·mation from the oil com­
pan1es from a questionnaire, and I was 
in the room when the Senator from Loui­
siana asked the Seeretary of the Treas­
ury to check it out against the on com-

panies' tax records. The information is 
accurate. This is what they paid. We 
may -think they are deceiving us about 
what they are paying, but I think what 
we need to do is exactly what was done 
in the House. Let us get a group of Sen­
ators to go down to the Treasury and 
look at the canceled checks, because, 
quite obviously, there are people in this 
body who do not even believe the Treas­
ury when they say they have got the 
money, and they did collect the money. 
So when they are talking about profits of 
3 or 4 percent, it just is not true. 

I do not know how you can overcome 
that except to go down there en masse 
and look at the canceled checks to see 
what the oil companies have paid. That 
is the only way to really find out, and 
I hope that the Senator from Wash­
ington <Mr. JACKSON) would be interested 
enough to organize a group to go down 
to the Treasury and verify this. 

Let me just quote one paragraph from 
the summary of this Finance Committee 
study, a public document: "Oil Company 
Profitability." 

We analyzed the 10 "Big Sisters" which 
hold 75 percent of the assets of integrated 
oil companies in the United States-Exxon, 
Texaco, Mobil, Gulf, Standard of California, 
Standard of Indiana, Shell, Phlllips, and 
Standard of Ohio. The analysis being released 
today covers rates of return on shareholders' 
investment, net income and overall effective 
tax of these companies for the years 1964 
to 1973 and, for the first time, set forth each 
company's profit on U.S. operations. For ex­
ample, the study shows that on U.S. opera­
tions in 1973, the weighted average rate of 
return was 11.3 percent while on foreign 
operations it was 20.4 percent. 

This compares with a weighted average of 
approximately 12.8 percent realized on all 
U.S. manufacturing companies for 1973. 

This, of course, obviously was not read 
by those who keep insisting that there 
were tremendous profits. But that is just 
the public record; that is our reports in 
Government contrary to reports of 
others. 

Let us look at the private sector now. 
Let us go to the marketplace and the 
fact-if you will look at chart No. 5, 
which you have in your packets, those of 
you who have it-unfortunately, the 
charts are very small. and we did not 
have one as well colored as this one, but 
I will have one posted later. 

<See exhibit 1.) 
Mr. GRAVEL. Mr. President , I a~-;k 

unanimous consent to have the charts 
printed in the RECORD as exhibit 1. 

There being no objection, the tables 
were ordered to be printed in the RECORD, 
as follows: 

TABLE 7.-SELECTED FINAN CIAL DATA FOR 30 OIL 
COMPANIES 

Year 

1952 ____________ 

1957 - - - ·--------1962 ______ ______ 

1967------- ----
1972· - --· · --- ---
1!73.·-- -- - ·----

(Dollars in millions) 

Revenues 

$19,458 
31,162 
37,473 
55,921 

106,278 
133,9()9 

Net 
income 

after 
tax 

$2,02(} 
3,100 
3, 344 
5,402 
6,860 

11,678 

Percent 
profit 

margin 

1().. 4 
10.(). 
8.9 
9. 7 
6.5 
8.7 

Percent 
rat urn 
on net 
worh 

13.4 
12.4 
10.0 
11. 9 
9.6 

15.5 

Source: Chasa Manhatfall Bank. Financial analysis of a group 
of petroleum companies 1953, 1958, 1963, 1968, 1912, 1973. 
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SELECTED FINANCIAL DATA FOR 8 MAJOR OIL 

COMPANIES Net Parcent Percent Net Percent Percent 
income profit return on income profit return on 

[In millions of dollars) Company Revenues after tax margin net worth Company Revenues after tax margin net worth 

Net Percent Percent 1962 __________ 3, 272.1 481.7 14.7 14.8 1962.---- ----- 2, 147.8 162.4 7. 6 6.6 
income pro~t return on 1967_ _________ 5,121.4 754.4 14.7 15.3 1967---------- 2, 918. 1 282.3 9. 7 9. 6 

Company Revenues after tax margm net worth 1972.--------- 8, 692.9 889.0 10.2 12.4 1972_ --------- 4, 503.4 374.7 8.3 9. 9 
1973.-------- - 11, 406.9 1, 292.4 11.3 16.2 1973.--------- 6, 379.4 511.2 8.0 12.4 

Gulf: Arco: Exxon: 1952.--------- 1, 52&. 8 141.8 9.3 13.0 1952_ --------- 602.8 40.5 6. 7 10.7 1952.--------- 4, 050.8 520.0 12.8 16.6 1957----- ----- 2, 730. 1 354.3 13.0 16.2 1957---------- 565.9 25.3 4. 5 7. 4 1957---------- 7, 830.3 805.2 10.3 14.0 1962 _______ ___ 2, 836.3 340.1 12.0 10.6 1962_ --------- 580.7 46.3 8.0 7.? 1962__________ 9, 536.9 840.9 8.8 11.1 1967_ _________ 4, 202.1 578.3 13.8 13.1 1967---------- 1, 270.8 130.0 10.2 10.2 1967_ _________ 13,266.0 1, 232.3 9. 3 13.0 1972 __________ 6, 243.0 197.0 3.2 3.6 1972 __________ 3, 320.7 195.6 5.9 6.6 1972 __________ 20,309.8 1, 531.8 7.5 12.5 1973.-- ------- 8, 417.0 800.0 9. 5 14.4 1973_ --------- 4, 481.1 270.2 6. 0 8. 7 1973 __ ------ -- 25, 724. 4 2, 443.3 9. 5 17.8 Shell: Socal: 
f~1obil: 1952 ______ ____ 1, 142.6 90.9 8.0 15.2 1952.-- ------- 1, 015.3 174.9 17.1 15.0 1952.--------- 1, 560.6 171.1 11.0 11.3 1957---------- 1, 764.6 135. 1 7. 7 13.8 1957- --------~ 1, 650.8 288.2 17.5 15.5 1957---------- 2, 976.1 220.4 7.4 9.3 1962.--------- 1, 960.7 157.7 8. 0 11.2 1962 __________ 2, 150.9 313.8 14.6 11.6 1962 __________ 3, 933.3 242.3 6.2 8. 2 1967--- ------ - 3, 073.2 284.8 9. 3 13.8 1967- --------- 3, 297.8 421.7 12.8 10.8 1967---------- 5, 771.8 385.4 6. 7 10.0 1972_ --------- 4, 075.9 260.5 6.4 8.9 1972. --------- 5, 829.5 547.1 9.4 10.5 1972.--------- . 9, 166.3 574.2 6.3 11.2 1973 _______ _ 5, 701.1 332.7 1· 8 10.75 1973 ___ _______ 7, 761.8 843.6 10.9 14.5 1973 _______ ___ 11,390.1 8-\9.3 7.5 14.9 Standard of 
Texaco: Indiana: 

1952_ --------- 1, 510.1 181.2 12.0 13.7 1952---- -- -- - - 1, 592. 1 119.9 7. 5 8.8 . ~ource: Moody's industrial manuals and annual Fortune 500 
1957- - -------- 2, 344.2 332.3 14.2 16.2 1957- ------ --- 2, 010.1 151.5 7. 5 7.9 hstmgs. 

NET INCOME AS A PERCENT OF f4ET WORTH: PETROLEUM OTHER SELECTED INDUSTRY G .OUPS, TOTAL MANUFACTURING AND TOTAL MINING 1964 THROUGH 1973 

[In percent] 

·------
10-yl. 

Industrial groups 1964 1965 1966 1967 1968 1969 1970 1971 1972 11973 
average 
1964-73 

Drugs and medicines _________ ____ ____ _____ __ _ 19.8 21.2 22.5 20.3 19.8 17.7 18.8 19.0 19.8 20.6 19.8 Soap and cosmetics __________________________ 17.6 17.0 17.9 19.4 18.9 18.6 18.7 19.3 20.2 20.2 19.0 Instruments, photo goods, etc _________________ 16.6 19.2 21.2 20.3 19.2 18.7 15.8 15.4 11. 0 17.3 17.7 Office equipment and computers _________ _____ 17.9 18.7 18.1 17.8 19.0 17.4 13.9 12.5 13.8 16.7 15.9 Autos and trucks ____________________________ 19.9 23.4 17.8 12.0 16.6 13.8 5. 8 15.0 17.2 17.7 15.6 Tobacco products _________________ __ __ ___ __ _ . 13.4 13.3 13.9 14.8 14.6 14.6 16.4 16.6 16.0 16.4 15.2 Printing and publishing ____________ ____ ______ 14.6 16.9 17.9 15.4 14.9 14.8 12.5 12.6 13.8 15.2 14.6 Household appliances .. ____ ------ - - - _________ 14. 1 15.0 15.0 14.7 14.0 13.5 11.9 12.1 15.4 15.6 14.1 Electrical and electronic equipment_ __ _________ 11.1 14.8 16.7 15.4 14.1 13.0 10.1 10.7 13.6 15.1 13.2 lumber and wood products ________ _______ ___ _ 11.5 11.5 11.0 9. 4 14.1 15.2 10.2 11.2 12.6 20.6 13.2 
Dairy products __________ .-------- ---- ------_ 12.2 12.5 12.6 11.8 11.7 11.8 12.0 12.6 12.8 13.1 12.4 Chemical products ______ ---------- - -- __ _____ . 14.2 15.4 14.6 11.5 11.7 11.4 9.5 9. 7 11.3 15.0 12.4 Petroleum production and refining ___ ____ ____ __ 11.5 11.9 12.6 12.8 13.1 11. g 11.0 11.2 10.8 15.6 12.3 
Automtotive parts ________ ._-~-- - - - - -- ---- - -_. 12.2 13.4 14.0 11.4 12.6 13.0 8.9 10.4 13.5 14.4 12.3 Clothing and apparet_ _________ ___ .. _____ _____ 13.6 16.3 16.2 13.6 15.7 13.3 10.7 10.8 9.8 9.1 12.1 Glass products _____________ ----- --- -- ______ _ 12.1 13.5 12.7 11.1 11.9 12.2 9. 0 11.1 12.5 13.0 11.9 Farm, construction equipment_ ____ ___ ________ 13.7 14.4 14.7 10.9 8.4 10.4 9.3 8.8 12.4 14.8 11.7 
Aerospace ___________ . __ ----------- -----_ .. _ 13.1 15.4 15.7 13.4 13.9 11.4 6. 7 6.3 8.9 11.7 11.4 Rubber and allied products ___________________ 11.4 11.8 12.8 10.8 12.7 11.1 7.6 9.8 11.6 11.7 11.1 
Distilling _____ ----------.----------------- __ 8. 5 9.6 10.4 . 10.5 10.2 10.4 10.1 10.3 11.1 11.8 10.4 
Building, heating and plumbing equipment_ ____ 8.9 10.6 12.0 11.3 11.3 8.5, 7. 0 8.4 12.1 13.3 10.3 
Nonferrous metals _____ .--------------------- 9.2 11.8 15.7 11.4 11.1 12.5 10.6 5.0 7.1 11.6 10.3 Paper and allied products ____________ ________ 10.5 10.5 11.8 9. 5 10.7 10.3 7.4 5.6 8.8 14.2 9. 6 Textile products ____________________ __ ------ - 8.9 11.6 12.3 8.8 9.8 8.8 6.4 6.6 7.4 8.9 8.8 
Iron and stee'----------------- - - -------- ---- 9.0 9.6 9.4 7.4 8. 5 7.4 4.6 4.6 6.1 9.4 7. 8 

Total mining ____ ----------- _____ .. __ ._ 10.4 12.2 13.9 16.2 15.0 12.6 11.7 8. 5 10.7 15.1 12. 5 
Total manufacturing __ ---------~----- __ 12.6 13.9 14.2 12.6 13.3 12.4 10.1 10.8 12.1 14.8 12. 6 

1 Preliminary. Source: First National City Bank, monthly letter, April of each year. April 1974. 

U.S. CONSUMPTION AND RESOURCES OF ENERGY FUELS 

Energy fuels Potential resources 1973 consumption 

1 U.S. Geological Survey. 
e U.S. Bureau of Mines. 

s U.S. Atomic Energy Commission. · 
• National Petroleum Council, U.S. Energy Outlook; a Mutual Appraisal. 

COMPARISO OF CAPiTAL, EXPENSES AND REQUIREMENTS ESTIMATES: l TOTAL DOLLARS CUMULATIVE 1975-85 

(Billions of.1973 dollars) 

Oil and gas (including refining) ________ _ 
Coal _____ ---------------------------Synthetic fuels __________________ ____ -
Nuclear------------------------ -----
Electric powerplants (excluding nuclear) .. 

NPC ~ 

133 
8 

10 
7 

137 

NAEB 

149 
18 
19 
93 
53 

ADL4 

122 
6 
6 

84 
43 

FEA 
accel· 
erated 
supply 

(without 
work in 

prog­
ress) s 

187.7 
10.6 

.6 
105.3 
50.!) 

FEA I 
accel­
erated 
supply 

205.4 
11.9 

.6 
138.5 
60.3 

l Assumes replacement costs are proportional to net new investment for each energy activity 
and oil and gas figures are adjusted for expensed capital Items. 

2 U.S. Energy Outlook, a summary report of the National Petroleum Council, Washington, D.C., 
December 1972 (average of 4 supply cases). 

s U.S. Energy Prospects, an engineering viewpoint, National Academy of Engineering, Washington, 

D.~.A~t~~· D. Little estimates based upon an energ~ conservation scenario. 

NPC 2 NAE " AOL4 

FEA 
accel­
erated 
supply 

(without 
work in 

prog­
ress) 5 

-- - --------- - ------------------------
Electric transmission __ ___ ------------- 42 125 90 92.1 

~~~~~~~~a_t~~~ :::: = ::::: = ============-- _____ ~~-:::::::::: 53 e 25.5 
8 2.2 

TotaL __ ____ · ------- -------- --- 380 457 396 474.0 

FEA 
accel­
erated 
supply 

116.2 
G 25.5 

2.2 

561.0 

u Assumes that imported oil prices is $11/ B. Work in progress consists of investment spending 
made prior to 1985 for new plant and equipment which will not come on line until after 1985. 

o Does not investments required for tanker fleets, but does include $5,500,000,000 targeted for 
trans-Alaska oil pipeline. 

1 Solar, geothermal, municipal waste treatment plants, and shale oil. 
Source: Federal Energy Administration: Project Independence, November 1974. 
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TABlE 3.-THE EFFECTS OF PHASED DEREGULATION TABLE 4.-THE EFFECTS OF STRICT CONTROL 

Field price on Additions Production 
new contracts to reserves <~~cr~~ {cents (trillion 

Year per Mcf) cubic ft.) cubic ft) 

1972 ____________ 26.3 9.8 19.3 1973 ____________ 29.6 12.7 22.1 
1974_ ---- - ------ 44.1 13.8 25.0 1975 __________ __ 47.7 15.4 26.0 
1976 _____ ------- 51.3 18.3 27.1 
1977------------ 54.9 22.2 28.2 1978 ____________ 58.4 25.9 29.5 1979 __________ __ 62.0 29.9 31.0 1980 _____ ____ __ _ 65.6 34.6 32.8 

MIT MODEL FORECASTS OF THE 1980 RESULTS OF 
LEGISLATION TO DEAL WITH THE GAS SHORTAGE 

[In trillions of cubic feetj 

Continued 
FPC I 

national price Phased Complete 
ceiling deregulation 2 deragulation a 

De- Da- De-
mand Supply mand Supply mand Supply 

1976__ __ 30.8 25.9 30: 5 27.1 24.1 31.9 
1978 ____ 35.6 27.0 33.2 29.4 31.0 32.5 
1980 ____ 39.6 28.1 35.1 30.5 33.5 33.5 

1 National price ceiling at 50 cents per mcf in 1979, 1 cent 
increase thereafter. 

2 lmm3diate 1975 increase. on new contracts to 65 cents, 
5 cents thereafter. 

a Prices on new contracts go to $1.50 per mcf immediately 
and then decrease to $1.25 by 1980. 

Source: Paul W. MacAvoy, Henry R. Luce, Public Policy 
Department, Massachusetts Institute of Technology. 

Mr. GRAVEL. Mr. President, if you will 
look at the chart CRS-17 :in the packet 
distributed, the Chase Manhattan figures 
for the 30 oil companies show returns 
from 13.4 percent to 15.5 percent, and 9.6 
percent. That is Chase Manhattan. 

We can insist those are not real figures. 
We can then look to the next chart and 
this is "Selected Financial Data for Eight 
Major Oil Companies," which is from 
Moody's Industrial Manuals and Annual 
F1ortune 500 listings. 

The Senators have it in their packets, 
they can look at it up close. This chart 
deals with profit rate on net worth, prof­
it margins, 10 percent, 8 percent, 9 per­
cent, 12 percent. 

One can tell me they are ripping it 
off, but look at the facts. 

That is Chase. That is Moody's. 
We have the public documents. 
The next chart is the one by First Na­

tional City Bank. My opponents would 
say this must be another corporation 
that is full of misinformation, and they 
come in right in the middle of the chart. 

We can see-if the Senators would 
pick up their packets-young man, give 
Senator JACKSON a packet. 

We can look right in the middle of the 
First National City Bank chart at "pe­
troleum products." I am sure they have 
an ax to grind like everybody else 

Right in the middle of the chart, we 
have a 10-year average, not just 1974, 
but a 10-year average, 12.3. On this 
cha1·t, we have drugs and medicine, 19.8, 
soaps and cosmetics, 19-percent profit. 

But the oil companies are right in the 
middle of the chart at 12.3. 

. Excess Excess 
demand over demand over 

production production 
Production continental Field price on Additions Production Production continental 

demand United States demand United States new contracts to reserves supply 
(trillion {trillion (cents (trillion (trillion (trillion (trill ion 

cubic ft.) cubic ft.) Year per Mcf) cubic ft) cubic ft.) cubic ft.) cubic ft.) 

23.3 4.1 1972 ____________ 26.3 9.8 19.3 23.3 4.0 
24.4 2.3 1973 ____________ 29.6 12.7 22.0 24. 3 2. 3 
25.4 .3 1974 ________ ____ 30.5 13. 8 22.8 25.6 2. 8 
26.4 . 3 1975 ____________ 31.3 15.2 23.4 26.9 3. 6 
27.4 .3 1976 __ -- ------- - 32.1 16.8 24. 0 28.5 4. 5 
28.5 . 3 1977---- -------- 33.0 18.7 24.7 30.3 5. 6 
29.7 . 2 1978 .. ---------- 33.8 20.8 25.7 32.2 6. 5 
31. 0 .o 1979 ___ --- ---- -- 34.6 23.2 26.7 34.4 7. 7 
32.4 .2 198D__ __________ 35.5 26.3 28.0 36.9 8. 9 

-----
Source: Paul W. MacAvoy and RobertS. Pindyck "AI.ternative Regulatory Polic.ies for Dealing 

with the Natural Gas Shortage" Bell Journal of Econom1cs and Management Serv1ce. Vol. 4, No. 
2, Autumn 1973, pp. 489 and 491. 

I do not know, maybe somebody wants 
to dispute this chart. It is prepared by 
First National City. My opponents may 
say "obviously the figures are part of the 
misconception that exists." 

Earlier I talked of what the response 
would be on the price increases. This 
chart is the public record. 

Let us go to another area. My oppo­
nents will say "obviously the banks are 
publicly in cahoots with the oil com­
panies to not tell the truth to the Amer­
ican people." 

Let us look at a public journal-Forbes 
magazine. The January 1 issue has a list 
of 850 annual corporations which are 
rated. Let me read how Forbes magazine 
rates them. 

Everyone can make his own judg­
ment, I will just read this section: 

In a way, the profitability rankings below 
are the most telltale FoRBES Yardsticks of 
all . Growth is important, mind you. But if 
it doesn't result in a consistently healthy 
return on the stockholders' investment or 
the company's total capital, growth can be 
dangerous. How profitably management 
uses its money is what the capitalistic game 
is all about. 

That word "consistently" is important. 
FoRBES' rankings are based on profitability 
over a five-year period, to eliminate the one­
shot wonders. Even so, companies oc­
casionally soar in to the top ranks. 

The description continues, but just 
let me talk about the big gainers at the 
end of the 5-year period: 

What about those shortage-plagued basic 
industries like oil, steel, chemicals and paper 
where reported profits soared last year? 

For most, that is enough to improve 
5-year standings significantly. Exxon 
moved from 269 to 155. Texaco from 
235 to 142. Inland Steel from 643 to 551, 
a.nd so forth. 

Let us analyze a summary of this 
table, because I did not have the capabil­
ity to reproduce the entire Forbes charts, 
so I just covered examples from the 
whole spectrum. This chart which 
ranks the 850 largest companies in terms 
of return on equity and return on capital 
shows Skyline, which is the No. 1 in 
rank, all the way down to Penn Cen­
tral-which we are very familiar with in 
this body-which is 850-that sounds 
logical. 

And then in between the major oil 
companies· and their ratings, the chart 
sho-ws ·the brealdng point is here, this 
little line. 

More than half the oil companies are 
below the middle line, the other half are 
above the line. 

Ford made more money than Shell on 
this 5-year average. 

Here is Phillips, that is "an oil giant, 
obviously ripping it off.'' Thrifty Drug 
Stores is ahead of it. 

Look at Atlantic Richfield, that is the 
big company in Alaska, obviously "rip­
ping it off," 9.1 percent return on equity, -
their average for 5 ye:;trs, ranking 621. 

Standard Oil of Ohio ranks 714. 
Exxon did the best of all, not as good 

as Texaco, which ranks 155. Texaco's 5-
year average return on equity is 16.3 and 
22 during the last 12 months. 

Up here is Skyline-where is that lo­
cated? Elkhart, Ind., they make trailer 
homes. 

Mr. PASTORE. Will the Senator yield 
so that I m.ight ask a question on my 
time? 

Mr. GRAVEL. I am pleased to yield to 
the Senator. 

Mr. PASTORE. If the Senator's 
amendment goes through, where would 
he place them? 

Mr. GRAVEL. The oil companies? 
Mr. PASTORE. Yes. 
Mr. GRAVEL. Probably just where 

they are. 
Mr. PASTORE. Does the Senator mean 

to tell me if he added $190 a year to 
every individual per capita in this coun­
try as an added cost, that is to remain 
static? 

Mr. GRAVEL. That $190. 
Mr. PASTORE. Talking about r a tion­

ality--
Mr. GRAVEL. These are not my fig­

ures. The returns on equity and capital 
will not change because my amendment 
includes an excess profits tax, which ap­
plies to profits of those companies which 
exceed 15 percent. That means we have 
to get down into this area of the chart 
not up here. All the oil companies would 
be able to make under my amendment is 
15 percent; above that they have to plow 
their profits back in. 

Now, I would like to dispute the Sen­
tor from Washington's <Mr. JACKSON ) 
figures, but I will not have time because 
of the time limitation. I will not have 
time to dispute the figures Senator JACK­
soN sets forth in the letter he distrib­
uted. But he has a double entry, which 
he then adds up and divides by the num­
ber of people. He also lays on me Gerald 
Ford's $3 tax, which he puts in his paper 
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which he distributed to the Senator. He 
claims that is what my amendment is 
going to cost. 

I do not have a $3 tax in my amend­
ment on oil. I think it is ridiculous to tax 
oil or gas like that. But SenatorJAcKsoN 
says that is what is in my amendment. 

I ask Senators to read my amendment, 
because we are going to have to live with 
it. 

Mr. PASTORE. The fact still re­
mains-if the Senator will permit an­
other question-it has been admitted 
that if the old domestic oil is decon­
trolled, that the price of old oil would 
1·ise to the price of imported oil, there­
fore, if that sells for $11.50 and the price 
goes through with his plan, $13 tariff, 
which means $14.50, and the old oil is 
at $5.25, does that not mean they are 
going to treble the price of the oil to the 
consumer? 

Mr. GRAVEL. No. 
Mr. PASTORE. Why not? 
Mr. GRAVEL. And why should-­
Mr. PASTORE. What is the difference 

between $5.25 and $15? 
Mr. GRAVEL. If I may answer, Sena­

tor JAcKSON in his amendment, in the 
amendment sheet right here said--

Mr. PASTORE. I do not care about 
Senator JACKSON's amendment, I am 
talking about the amendment of the Sen­
ator from Alaska, I am asking the Sen­
ator from Alaska. 

Mr. GRAVEL. The Senator from 
Rhode Island said the price would rise 
to foreign levels. It will not. Why should 
it? We have new oil now, why would old 
oil rise to the price of any--

Mr. PASTORE. Because I asked Dr. 
Greenspan that question and he said it 
would. 

Mr. GRAVEL. Then he is wrong. Does 
that surprise the Senator? 

Mr. PASTORE. I think everybody is 
wrong but the Senator from Alaska. 

Mr. GRAVEL. No, I can be very wrong, 
I can make mistakes like everybody else. 
But we have decontrolled oil in the 
United States and that price is $11, so 
why should anyone expect that if we de­
control more oil it will go higher than 
what the free market price already is in 
the United States? 

Mr. HANSEN. Will the Senator yield 
on my time? 

Mr. GRAVEL. I am happy to yield to 
the Senator. 

Mr. HANSEN. I understood the Sena­
tor from Rhode Island, my very good 
friend-! am not asking the Senator-­

Mr. PASTORE. I know that, but I am 
ready for the Senator. 

Mr. HANSEN. That is fine, on the Sen­
ator's time. 

Mr. PASTORE. On my time, always on 
my time. • 

Mr. HANSEN. Would the Senator like 
me to speak on his time? 

Mr. PASTORE. No, no, the Senator 
should speak on his own time. If he needs 
any, I will give him some. 

Mr. HANSEN. I ask my colleague from 
Alaska, is it not a fact when the Sena­
tor from Rhode Island says if the Presi­
dent's plan for $3 import fee goes 
through, as a matter of fact, from what 
I read and from what I am told, the 
President has abandoned that proposal 

to put $3 import fee. He has been work­
ing out, as most people know, an ar­
rangement with the Congress of the 
United States and has said that $1 is all 
of the tax that he proposes to add on. Am 
I right about that, I ask the Senator 
from Alaska? 

Mr. GRAVEL. That is correct. 
Mr. PASTORE. Wait a minute, will the 

Senator yield? 
Mr. GRAVEL. I am happy to yield. 
Mr. PASTORE. All right, on my time. 
Mr. GRAVEL. On the Senator's time. 
Mr. PASTORE. As a matter of fact the 

President imposed $1 on February 1. 
When we went down to visit the Presi­
dent, because he wanted to see us to see if 
we could not reach an arrangement, I am 
the one who suggested to the President 
that he forestall the second and third 
dollar, and he has agreed to do it only for 
60 days. 

Now, even if we do not take the $3 into 
account, if we only take the $1 into ac­
count, the price of imported oil per bar­
rel of crude today is $12.50. 

The price of the ole\ domestic oil is 
$5.25. 

It has been admitted that if you patd 
$12.50 for the imported oil and you de­
controlled the old domestic oil that the 
price of the old domestic oil vlill rise to 
the price of the imported oil. That is 
the argument that has been made by the 
Senator from Alaska. He is opposing the 
two-tier pricing system. That is what it 
amounts to. The price of the imported 
oil will not come down to the price of the 
domestic oil, but the price of the domes­
tic oil will go up to the price of the 
imported oil. We will be governed in our 
prices by the OPEC nations. 

Mr. HANSEN. On my time I would ask 
the Senator from Alaska further if he is 
familiar with the article appearing in the 
Wall Street Journal for March 20, 1973, 
headed "Impending Breakdown of OPEC 
Cartel." 

'!'he article is written by Robert z. 
Abber, who is the professor of finance at 
the Graduate School of Business at the 
University of Chicago. 

I will not take the Senator's time 
though I am speaking on my time t~ 
read the entire article, but the fact is 
I say to my good friend from Alaska and 
my good friend from Rhode Island, that 
there are very clear evidences that the 
Arab cartel is breaking down. That is 
because presently there is a substantial 
cutback in the productive capability of 
a number of OPEC countries. 

May we have order, Mr. President? 
The PRESIDING OFFICER. The Sen­

ators will take their seats and the Senate 
will be in order. 

The Senator from Wyoming. 
Mr. HANSEN. The fact is, I say to my 

good friend from Alaska, that there is a 
substantial overproductive capability in 
the OPEC countries right now, and they 
have cut back. . 

I quote from part of that article: 
As demand declines in the next six months, 

maintenance of the $10 price could require 
reduction of six million to eight million bar­
rels a day in OPEC production. These cut­
backs must somehow be distributed among 
OPEC members. A few countries already have 
reduced production substantially. Libya. now 
produces less than 900,000 barrels a day, 

whereas its peak output exceeded two mlllion. 
Similarly, Kuwait, which has a dally capacity 
of nearly four million barrels, has been pro­
ducing two mlllion barrels. Both countries 
appear reluctant to reduce their output fur­
ther. The poor, heavily-populated countries 
like Indonesia and Nigeria are unlikely to 
make substantial cutbacks. Iraq has been 
loud in its support of OPEC, but its output 
in January exceeded the pre-embargo level. 

Increasingly, maintenance of the current 
price will require larger cutbacks by Iran 
Saudi Arabia and Venezuela. In January, th~ 
daily output of these three countries totaled 
16 million barrels a day. Reduction in demand 
has already forced Iran to reduce its output 
by 10%, Venezuela by 20 % and Saudi Arabia 
by 30 %. These three countries might be re­
quired to cut back twice as much in the next 
few months to match even further reduction 
in demand. 

My question to the Senator from 
Alaska is: Based upon what the facts are 
today, not what the President may have 
recommended in the middle of January 
is there not good reason to believe that 
the price will fW'ther decline and that it 
will not be too long until, as this article 
predicts, the OPEC nations cartel could 
come apart when the need for money 
to satisfy financial commitments that 
have already been made overcomes the 
willingness of the nations to participate 
on a uniform cutback basis and result 
in the price cutting that is predicted in 
this article? 

Mr. GRAVEL. There is no question 
about it. In fact, right now-and I will 
place an article in the RECORD later­
there is a 20-percent glut on the world 
market of oil. That is only because of 
the cutbacks. 

In this country, incidentally, we also 
have glut of oil right now. Our refineries 
are operating at between 80 and 85 per­
cent capacity, and we have 38 days' sup­
plies in the tank and also in the pipelines. 
Why we think the price is going to rise, 
I do not know. 

I want to stipulate with my colleague 
from Rhode Island that the price increase 
that will occur, according to my best 
estimate-is the top line of the letter 
submitted by the Senator from Wash­
ington. That is, the price will rise to 
about $11.40 a barrel, and it will mean 
a little less than 5 cents per gallon to the 
consumer. 

Mr. LONG. Will the Senator yield? 
Mr. GRAVEL. I will be happy to yield. 
Mr. LONG. Let me see if I understand 

the Senator's proposal. What he is saying 
is that a 15-percent return on equity is 
an adequate return to encourage invest­
ments and expenditures for a corpora­
tion based on the fact that tobacco 
products, automobiles, office equipment, 
photo goods, soap and cosmetics and 
drugs have been making more than that, 
and he feels that at that level of profita­
bility capital can be attracted into an 
industry. Is that correct? 

Mr. GRAVEL. There is no question 
about it. 

Mr. LONG. The Senator is saying that 
if you simply permit the industry to com~ 
pete with everybody else at the world 
market price and require that any profit 
above that must be plowed back in or 
else it would all be taxed away, in short 
order this Nation would be self-sufficient 
in energy. You would not have to have 
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an allocation system; you would not 
have to have the Federal Government 
going into the business. Just the free 
market, under that type of arrangement, 
would, in short order, make the United 
States totally and completely independ­
ent of all foreign nations for energy. Is 
that correct? 

Mr. GRAVEL. I want to thank my col­
league for saying it so succinctly. 

Mr. LONG. Do we understand further 
that the Senator is saying that the Arab 
countries are telling us that they are not 
going to sell us energy any cheaper than 
it would cost us to produce it for our­
selves, but the longer it takes us to let 
the industry achieve enough capacity to 
provide our requirements, the longer we 
will have to pay hijack prices for energy 
from abroad and also have those people 
trying to dictate our foreign policy to us 
through boycotts and blackmail? 

Mr. GRAVEL. In fact, I had stated it 
before by saying we actually subsidize 
the Arabs by our edict. What we are say­
ing to Americans is, "You cannot charge 
the market price for oil. You have to sell 
it cheap. 

"But, foreigners, you come in and 
gouge the heck out of the Americans, be­
cause we are going to make the con­
sumers buy our product." 

They have no choice. That is why to­
day imports are rising. That is what is 
happening, imports are rising. 

IBM makes more money than Exxon; 
CBS makes more money than Texaco. 
We have the Washington Post which is 
only bypassed, in terms of return on 
equity and capital by 2 of the 11 oil 
companies. 

Could anybody in his right mind who 
examined this chart say the oil com­
panies are making ripoff profits? That 
is the argument made for the repeal of 
the depletion allowance. The figures on 
the Forbes chart are the test. These fig­
ures are not from the Government. These 
figures are not from the Finance Com­
mittee or the Interior and Insular Affairs 
Committee. This Forbes chart is a public 
record. 

Look at this article in Business Week 
magazine. It says the same thing. Why 
must we sit here and continue to perpe­
trate lies about oil company profits? 

Look at Skyline. That is a company 
in Indiana which makes mobile homes. 
Do you know where they sell them? They 
sell them in Alaska. They sell them in 
the rural parts of the United States. If 
we are getting "lipped off" by the on 
companies, then we are also getting 
l'ipped off by this mobile home company. 
I was a major mobile home developer in 
Alaska, and the mobile homes we got 
mostly were from Indiana. 

The Senators want to regulate on 
companies like Texaco, and you do not 
want to regulate a company which is 
making almost twice as much as Texaco. 
This is convoluted reasoning. 

Mr. LONG. Will the Senator yield fur­
ther? 

Mr. GRAVEL. I will be happy to yield. 
Mr. LONG. I ask that this be on my 

time. 
At one of the recent meetings, an 

economist pointed out that while $11 a 

barrel price for on is pretty high, you 
must keep in mind that over a 20-year 
period Arab oil will all be gone, and that 
when they go to buy energy from the 
rest of us in the world, to buy America's 
coal or Canada's coal, it will be costing 
them on a Btu basis a great deal more 
after the year 2000, let us say, than it 
costs now even in terms of constant dol­
lars. It will cost them more to buy 
energy from the rest of the world, such 
as us, than they are charging for the oil 
that they are selling even at these high 
prices. 

If that be true, and I believe it is, 
then does not that indicate that you will 
never be able to replace the gas that is 
being required to be sold at 50 cents or 
25 cents, and you will never be able to 
replace the oil you are selling at $5? It 
will cost more than that in terms of 
energy, anyway. But by failure to permit 
the industry to charge in line with what 
it is going to cost to replace these energy 
sources, the industry will never be able 
to make Amer1ca self-sufficient; and by 
denying it that capacity, it sets the stage 
for those who would nationalize this in­
dustry and raise the money to put it out 
of business. 

It is like the French revolutionaries 
used to do for those they did not like. 
They made them carry a basket to the 
guillotine with them so it would be avail­
able to carry off their heads. 

[Laughter.] 
Mr. GRAVEL. My colleague says it 

very well. 
Let me point this out to the Senator 

from the State of Illinois: the Forbes 
chart shows Northeast Industry, 5-year 
average, 25-percent profit; last year, 37-
percent profit. Does the Senator know 
what they do? They make chemicals, 
metals-right in the State of Illinois. 
If anyone wants to regulate something, 
there is a company to regulate. 

Here is a company in Connecticut: 
Heublein which shows 19 percent; they 
made 20 percent last year. I could go 
down the list. 

Here is an interesting company in 
Washington, D.C. I get my insurance 
from them: Government Employees In­
surance; a good company, right here in 
town. Their 5-year average, 23.4-percent 
profit; last year, 20 percent. A good busi­
ness to be in. Somebody ought to regu­
late it. 

I pointed out J. C. Penney, right under 
Exxon in rank. Anheuser-Busch, right 
above Texaco. If you want to start regu­
lating somebody, this chart deserves a 
lot of interest. 

Here is a company, Seattle First, a 
bank holding company in Seattle in the 
State of Washington that made 13.8 per­
cent for the 5-year average. That is 
ahead of six of the major oil companies. 

If you are going to regulate, there is a 
lot of room for regulation in this country. 
If you are going to do it on the basis of 
profits-and they said wipe out the de­
pletion allowance because of the "exor­
bitant ripoff pro:tlts"-look at the com­
panies as they are ranked on this chart. 

Mr. MAGNUSON. Mr. President, will 
the Sen a tor yield? 

Mr. GRAVEL. I yield. 

Mr. MAGNUSON. Is that net profit? 
Mr. ORA VEL. If my colleague would 

like--
Mr. MAGNUSON. Is this net? 
Mr. GRAVEL. Return on equity. That 

is a net profit. The Forbes chart sets 
forth two figures . 

Mr. MAGNUSON. Is it net? 
Mr. GRAVEL. Return on equity is 

what it is. 
Mr. MAGNUSON. It is not net profit. 
American Express is sniffing around the 

Commerce Committee to get a handout. 
They are going bankrupt. 

Mr. GRAVEL. Does the Senator see 
them there? 

Mr. MAGNUSON. Yes. 
Mr. GRAVEL. Where are they? 
Mr. HANSEN. Mr. President-on my 

time-maybe that is a good place to 
sniff around. 

Mr. GRAVEL. If they are sniffing 
around for something, the Senator 
ought to look at the oil companies, but 
then examine those higher on the list of 
profitability. 

Mr. MAGNUSON. I ask the Senator 
this question: One can make a profit, 
and a profit can be shown in Forbes, but 
can one still have a net loss, which 
American Express has? 

Mr. CURTIS. Is the Senator referring 
to Haller Parcels, or which company? 

Mr. MAGNUSON. I am referring to 
American Express. 

Mr. CURTIS. The credit card com-
pany? 

Mr. MAGNUSON. No. ~ 
Mr. CURTIS. That is what this is. 
Mr. HANSEN. The Senator is think­

ing of the Railway Express, is he? This is 
the American Express. The American Ex­
press is a credit card company. If the 
Senator will recall, just a year or 2 ago, 
Senator JAVITS introduced a bill that 
came to the Committee on Finance, and 
we acted upon it, to see that the money 
that was never paid out by that company 
to satisfy travelers' checks that had been 
issued by that company would be re­
turned to the States where the travelers' 
checks were sold. That company, so far 
as I know, is not going broke. 

Mr. MAGNUSON. They have not had a 
net profit. The Railway Express Agency 
is broke. 

Mr. BROCK. But they are not on the 
list. 

Mr. HANSEN. American Express is a 
different company. 

Mr. MAGNUSON. I know they are two 
different companies. Railway Express is 
in receivership. 

Mr. HANSEN. It is going the way of 
all railroads-too much regulation. 

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

Mr. GRAVEL. I yield. 
Mr. BROCK. I find the Senator's chart 

rather remarkable. I have been hearing 
about all these obscene profits, and it 
does not look like the oil companies are 
that obscene, when you see some of the 
alternatives. Everybody is screaming 
about obscenity, and I have not been a 
particular proponent of their actions or 
their profitabllity. I am simply pointing 
out that the chart shows a very differ-
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ent picture from what we have bad pre­
sented in the debate in the last 3 days. 

Mr. GRAVEL. We have been trying to 
get to the bottom of it. 

Mr. JACKSON. Mr. President, will the 
Senator yield, on my time? 

Mr. GRAVEL. I yield. 
Mr. JACKSON. Inasmuch as obscene 

profits are being discussed, and I think 
I am charged with having used that de­
scriptive term, and in view of the fact 
we have had quotations from great fi­
nancialinstitutions and houses, I thought 
it might be in order, Mr. President, to 
read something from the great radical 
organization known as Morgan Stanley & 
co., Inc., International Research, which 
is a part of J.P. Morgan: 

ENERGY NOTES, FEBRUARY 24, 1975 
1974-THE YEAR OF "OBSCENITY" 

Summary 
With the exception of Royal Dutch/Shell 

and British Petroleum, both of which are ex­
pected to report on March 13, all of the 
major integrated oll companies have issued 
preliminary 1974 earnings statements. Ag­
gregate results for nineteen of the twenty­
one companies we normally monitor were: 

And they are stated. I read from the 
Morgan Stanley report: 

The year will pass into the record books 
as one of "obscene" profits. 

That is Morgan Stanley. 
I just thought, Mr. President, that in­

asmuch as the word "obscene" came up, 
I should at least refer to an authorita­
tive document to corroborate a state­
ment I had niade earlier. 

Mr. HANSEN. Mr. President, will the 
Senator yield, on my time? 

Mr. JACKSON. I yield. 

Mr. HANSEN. I know about Morgan 
Guaranty. I assume--

Mr. JACKSON. I did not say Morgan 
Guaranty. 

Mr. HANSEN. I think the Elenator did 
say that that was the parent company. 

Mr. JACKSO!i. Mcrgan Stanley & Co., 
which is a part of J.P. Morgan. 

Mr. HANSEN. I am going to pay trib­
ute to the Senator. These big companies 
have chosen their favorites, and I 
thought they used the word "obscene" 
to let Americans know that they found 
the Senator from Washington not with­
out merit. That is a word he has often­
times used. I thought they wanted to 
be on the Senator's side. 

Mr. JACKSON. And they did not say 
anything about the independents having 
obscene profits. 

Mr. HANSEN. It shows how clever 
those big companies are. [Laughter.] 

They know how to do it. They have the 
light touch. 

Mr. JACKSON. I was delighted to wait, 
and I was going to bring this up; but 
I knew that somebody was going to bring 
up the element of obscenity. I just want­
ed to refer to that old financial house, 
Morgan Stanley & Co., for a response. 

Mr. GRAVEL. Is the Senator prepared 
to place that whole statement in the 
RECORD? 

Mr. JACKSON. Yes, I am going to do 
so. 

Mr. GRAVEL. I think it also says that 
profits are going down. 

Mr. JACKSON. That is right. 
Mr. GRAVEL. Will the Senator read 

that part, please? 
Mr. JACKSON. I will, but the point 

I am making is this: I charged, and I 

(Dollars in millions ] 

Full year 

stand by it, that the year 1974 was the 
year of obscene profits. The Senator has 
been saying that is not so. The records 
he is referring to certainly are not for 
1975. 

Mr. GRAVEL. That is 1974. That is 
January 1, 1974. 

Mr. JACKSON. That is right. And 
Morgan Stanley is referring to 1974. The 
Senator from Alaska is trying to make 
the case that it was a year of sort of 
normal profits. What I am doing is quot­
ing from Morgan Stanley & Co., and I 
repeat it: 

The year wlll pass into the record books 
as one of "obscene" profits. But as the fourth 
quarter gave evidence, earnings are in the 
process of declining. 

With worldwide surpluses exerting tre­
mendous pressure on downstream realiza­
tions, the likely elimination of an equity po­
sition in many of the oil-producing countries, 
and probable congressional legislation-

! guess that is relevant tonight--­
aimed at eliminating percentage depletion 
and taxing "windfall" producing profits, 1974 
is likely to remain a high watermark for 
earnings for some years to come. 

I ask unanimous consent to have the 
entire memorandum printed in the REc­
ORD at this point. 

There being no objection, the mem­
orandum was ordered to be printed in 
the RECORD, as follows: 

1974--THE YEAR OF "OBSCENITY" 
SUMMARY 

With the exception of Royal Dutch/Shell 
and British Petroleum, both of which are ex­
pected to report on March 13, all of the major 
integrated oil companies have issued prelimi­
nary 1974 earnings statements. Aggregate re­
sults for nineteen of the twenty-one com­
panies we normally monitor were: 

4th quarter 

1974 Percent change 

Gross revenues _______ ---- ____ ------_--------------------------------

1973 

$106,404 
8, 058 

$181, 653 70. 7 

1973 

$31,552 
2,848 

1974 

$49,354 
2,480 

Percent change 

56.4 
(12. 9) Net income_---- - ____ -------------------------------------------- --- 12,273 52.3 

The year will pass into the record books 
as one of "obscene" profits. But as the fourth 
quarter gave evidence, earnings are in the 
process of declining. With world-wide sur­
pluses exerting tremendous pressure on 
downstream realizations, the likely elimina­
tion of an equity position in many of the 
oil-production countries, and probable con­
gressional legislation aimed at eliminating 
percentage depletion and taxing "windfall" 
producing profits. 1974 is likely to remain 

1973 

Net 
Income EPS 

Oil and Gas: 
$830 $3.7G United States ___________________ 

Otber Western Hemisphere ••••••• 482 2.15 
Eastern HemisphPre ••••••••••••• 988 4.41 

Chemical: 
United States •••••••••••••••••• _ 66 .29 

OthJ~~~i~~::.:::::::::::::::::::::: 136 .61 
(59) (.26) 

Total------------·--·---- 2,443 10.90 

a high watermark for earnings for some years 
to come. 

Individual profits of some of the majors 
for both the year and the fourth quarter are 
discussed briefly and shown in the following 
tables. 

INTERNATIONALS 
Exxon 

Exxon evidently did not have to compare 
its fourth-quarter 1974 results against levels 

[Dollars in millions except EPSl 

Full-year earnungs 

1974 

Percent Net Percent Percent Net 
of total income EPS of total change Income 

33.9 $1,027 
19.7 435 
40.5 1.178 

$4.59 32.7 24.1 $224 
1.94 13.8 (9. 8) 159 
5.26 37.6 19.3 342 

2.7 146 .65 4.6 124.1 23 
5.6 314 1.40 10.0 129.5 50 

(2.4) 40 .11 1. 3 ---------- (ll) 

lOC.O 3.140 140.3 100.0 2&.7 781 

which were inflated by inventory gains as for 
other companies at the end of 1973. Addi­
tionally, unusual year-end adjustments re­
sulted in a net gain of $0.32 per share. Earn­
ings in the first and second quarters of 1974 
were $0.36 and $0.31 per share higher, re­
spectively, than would have been achieved. 
without inventory profits. First-half 1974 
earnings were also increased $0.05 per share ' 
by changes in currency exchange rates. 

4th-quarter earnings 

1973 

Percent Net 
EPS of total Income 

$1.00 28.5 $246 
• 71 20.2 141 

1. 53 43.6 317 

.10 2.8 34 

.22 6.3 75 
(.CS) (l.C) 47 

3.51 100.0 860 

1974 

Percent Percent 
EPS of total change 

$1. 00 
.63 

1.42 

.15 

.33 

.21 

3.84 

28.6 
16.4 
37.0 

10.0 
(ll.3) 
(5.9) 

3.9 50.0 
8.6 50.0 
5. 5 ----------

100.0 9.4 
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Gulf Oil 

Bob R. Dorsey, Gulf's Chairman, stated: 
"It is safe to say that we have crossed the 
profit peak and wlll be living with lower 

1973 

earnings, perhaps substantially lower earn­
ings, for the next few years." Gulf estimated 
the Federal crude allocation program cost 

(Dollars in millions except EPSJ 

Full-year earnings 

1974 

Percent Net Percent Percent Net Net 
income EPS of total income EPS of total change income 

Oil and gas: 
$364 $1.85 United States ••....•...••......• 

foreign •• ___ ----------- ... --- .• 560 2. 84 
Chemical: 

United States.- -------------- --- 10 . 05 

Foreign •. - •. ------------------- 17 .08 
Nuclear _____ . _____ ----------------- (133) (. 68) 
Minerals. ___ .•.. __ ------ .. --------- (8) (. 04) 
Other. __ • __ ----------- .....• ------. (10) (. 05) 

TotaL ..••...... __ ..• ____ ... -- 800 4.06 

Mobil 

Mobil's fourth-quarter earnings were l·e­
duced $58-million ($0.57 per share) by dollar 
conversions and $23-million ($0.23 per share) 
by the cancellation of the Paulsboro refin-

1973 

45.6 $420 $2.16 39.4 16.7 $29 
70.0 594 3.05 55.7 7.4 267 

1.2 96 49 9. 0 880.0 6 
2.0 80 .41 7. 5 412.5 3 

(16. 6) (97) (. 50) (9.1) (26. 5) (55) 
(1. 0) (22) (.11) (2. 0) 175.0 (8) 
(1. 2) (6) (. 03) ( . 5) (40. 0) (12) 

100. 0 1, 065 5. 47 100.0 34.7 230 

ery expansion. Foreign inventory profits 
added $325-million ($3.19 per share) to full­
year earnings. The negative effect of dollar 
conversions is estimated at $80-milllon ($0.79 
per share) . Translation of the dollar had 

(Dollars in millions except EPS] 

Full-year earnings 

1974 

Percent Net Percent Percent Net Net 
income EPS of total income EPS of total change income 

Oil and gas: 
$258 $2.54 United States ___________________ 

Foreign ..• _----.--- .. ---------- 558 5. 38 
Chemical ••......•.....• - .... -.---.• 36 .35 
Other------- --- ------- ------------- (3) (. 03) 

TotaL _____ ........... -------- 849 8. 34 

Texaco 

The company estimated its foreign inven­
tory profit at $259 million ($0.95 per share). 
on the other hand, operating earnings de­
creased $29 mllllon ($0.11 per share) because 

1973 

30.5 $287 $2.83 27.6 11.0 $71 
65.7 654 6. 42 62.9 17.2 189 
4.2 111 1. 09 10.7 211.4 14 
(. 4) (12) (.12) (1. 2) (300. 0) 4 

100.0 1, 040 10. 21 100.0 22.4 278 

of losses in foreign currencies. Earnings in 
the fourth quarter and the year were also 
charged with a reserve of $28.2 million ($0.10 
per share) relating to possible nationaliza-

(Dollars in millions except EPS] 

Full-year earnings , 

1974 

Percent Net Percent Percent Net Net 
income EPS of total income EPS of total change income 

33.9 $390.2 $1.44 24.7 (10. 6) $86.8 
64.4 1, 090.8 4.01 68.7 31.0 359.9 Oil an~if:rstates.------------------ $426.9 $1.61 

foreign ••• -------- ------------- 832.0 3.06 
Chemical: .23 3.9 283.3 5.3 

it $110-million ($0.56 per share), while repeal 
of percentage depletion could cost it $125-
million ($0.64 per share) in 1975. 

4th-quarter earnings 

1973 1974 

Percent Net Percent Percf!nt 
EPS of total income EPS of total chan!''> 

$0.15 12.7 $92 $0.47 50.0 213.3 
1. 36 115.3 83 .42 44.6 (69. 1) 

. 03 2.5 31 .16 17.0 433.3 

.02 1.7 9 .05 5. 3 150.0 
(. 28) (23. 7) (5) (. 03) (3. 2) (89. 3) 
(. 04) (3. 4) (18) (. 09) (9. 5) 125.0 
(. 06) (5.1) (7) (. 04) (4. 2) (33. 3) 

1.18 100.0 185 . 94 100.0 (20. 3) 

the effect of increasing 1973 earnings by 
$150-million, or $1.47 per share. Netting out 
the extraordinary gains and losses in 1974 
would have produced earnings of $8.04 per 
share. 

4th-quarter earnings 

1973 1974 

Percent Net 
EPS of total income 

Percent Percent 
EPS of total char.ge 

$0.70 25.6 $57 $0.57 42.5 (18. 6) 
1. 86 68.2 40. . 39 29.1 (79. 0) 
.14 5.1 138 .37 27.6 164.2 
.03 1. 1 1 . 01 . 8 ----------

2.73 100.0 136 1. 34 100.0 (50. 9) 

tion by Libya and nonrecovery of a currently 
nonprofitable investment in Colombia. Earn­
ings would have been $5.10 per share in the 
absence of these items. 

4th-quarter earnings 

1973 1974 

Percent Percent 
EPS of total change 

Percent Net 
EPS of total income 

$0.32 19.3 $86.5 $0.32 27.2 --- - --- - --
1.32 79.5 216.2 . 80 67.8 (39. 4) 

.02 1.2 14.3 .05 4. 2 1. 3 63.2 150.0 
.4 42.2 .16 2. 7 300.0 1. 5 -------------------- 2. 7 . 01 . 8 --- - ------

United States_______ ____________ 17.0 .06 
Foreign_______ _________________ .-6._5 ___ ._o_2 ________ -:--:-:---:-::-:--:---::---:---:::-::--:--:---------------==.:..::.=.=. 

TotaL .•.. ------------------- 1, 297.4 4. 75 

Texaco adopted LIFO accounting for its 
U.S. inventories in 1974. This had the 
effect of reducing per share earnings pre­
viously reported approximately as follows: 

1st quarter.. ..••..••....••..• 
2d quarter---- ---------------
3d quarter------ -------------4th quarter_ ________________ _ 

Reported 

$2.17 
1.69 
1. 40 
1.18 

Restated 

$1.92 
1.35 
1. 39 
1.18 

It is interesting to note currently indicated 
dividend payouts for these four companies 
against their U.s. oil, gas, and chemical earn­
ings: 

CXXI-51o-Part 7 

100.0 1, 586.4 

Company 

Exxon.- ------------­
Gulf. •. __ •.. __ -------
Mobil. ___ -----------
Texaco ______ ___ -----

5.84 100.0 22. 9 

Indicated 
dividend 

$5.30 
1.70 
3.40 
2.10 

U.S. 
earnings 1 

$5.24 
2.65 
3. 91 
1.69 

453.5 

Percent 
payout 

101.1 
64.2 
87.0 

124.3 

1 Gulf excludes nuclear, mineral, and other losses; Mobil 
includes foreign chemical profits. 

Furthermore, U.S. oil and gas earnings 
dropped !rom 35% of total profits of the four 
in 1973 to only 31% in 1974 and accounted 
for a mere 17% of the gain in net income. By 

1.66 100.0 319.7 1.18 100.0 (28. 9) 

contrast, chemicals accounted for 39% of 
the increment, rising from 5.3% to 12.5% of 
aggregate income. Foreign oil and gas profits 
dropped somewhat from 63% of the total 
to 58%, but contributed 37% of the gain. 

DOMESTICS 

Atlantic Richfield 

Fourth-quarter net income was affected by 
$21.7-million ($0.38 per share) resulting from 
the company's write-off of its withdrawal 
!rom the tar sands venture. Because o! the 
manner in which Arco reports its divisional 
earnings, the figures should be regarded as 
approximations. 
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Oil and gas: 
United States ___________________ 

Foreign __ ----------------------
Chern ical . ____ .. _ .•• - ---------------

Net 
Income 

$360.8 
82.6 
27. 7 

Full-year earnings 

1973 , 

Percent Net 
EPS of total income 

$6.36 74.2 $477.4 
1.46 17.0 129. 1 
. 48 5. 7 123.0 

[Dollars in millions except EPSI 

1974 

Percent Percent Net 
EPS of total change income 

$8.41 65.4 32.2 $124.6 
2. 27 17.7 56.3 25.9 
2.17 25.9 344.0 9.6 

4th-quarter earnings 

1973 

Percent Net 
EPS of total income 

1974 

Percent 
EPS of total 

Percent 
change 

$2.18 77.8 
.45 16.1 

$138.7 $2. 44 91.7 11.9 
(17. 9) (. 31) (11. 6) ______ 

.17 6. 1 30.4 . 53 19.9 216.7 
Corporate _________ •. ------.--.----- 15.2 .26 3.1 NA ------------------- -------------------------------------------------------------- ...... -----------------

SubtotaL ____________________ 486.3 8.57 100.0 729.5 12.85 100.0 50.0 160.1 
Expense items ___ ------------------- 216.1 3. 81 ---------- 254.9 4.49 ---------- 18.0 68.4 

TotaL ... ___ ------------------ 270.2 4. 76 ---------- 474.6 8. 36 --------- .. 75.6 91.7 

Continental Oil 

Earnings for the year were reduced by $71-
million, or $1.40 per share to reft.ect adoption 
of LIFO. Net income for 1973, which reft.ected 
FIFO accounting, was approximately $50-
million, or $0.99 per share, higher than if 
LIFO had been in effect. Of this, $40-million, 

1973 

or $0.79 per share, was in the fourth quarter 
of 1973. Consolidation Coal's earnings were 
impaired by $15-milllon, or $0.30 per share, as 
a result of the miners' strike. Based on 
fourth-quarter production of 9-million tons, 
earnings per ton. were $2.13 before corporate 

(Dollars in millions except EPS) 

Full-year earnings 

1974 

Percent Net Percent Percent Net Net 
income EPS of total income EPS of total change income 

Oil and gas: 
$131.7 $2.61 United States_--------- ---- .. ___ 

Canada _______ ----------.------- 20.0 .40 
Other _______ -------------- _____ (2. 0) (. 04) 

Total Western Hemisphere ____________ 149. 7 2.97 
Eastern Hemisphere . ________ ----- --- 139. 0 2. 75 

Total oil and gas ______________ 288. 7 5. 72 
Consolidation coal .. _ .•.. __ ..... . . - .• (12. 8) ( . 25) 
Conoco Chemicals_- ----------------- 20.9 . 41 
Minerals. ___ ------ ____ ---------- ... (6. 1) (.12) 
Corporate ________ ----- ____ --------. (48. 0) (. 95) 

TotaL _______ __ --------------- 242.7 4. 81 

Getty Oi l 

Getty reported consolidated net income 
for 1974 of $281-million, or $15.00 per share, 
compared with $135-million (before an ex­
traordinary gain of $7.2-mlllion), or $7.15 
per share in 1973. Net income was reduced 
$67.2-million ($3.61 per share) by cost ac­
cruals against the company's foreign opera­
tions and amounts in dispute with Phillips 
over prices paid for uncontrolled oil. A charge 
of $24.2-million ($1.30 per share) was made 
to net to reft.ect the company's equity share 
of losses by its 48.7 % -owned affiliate. Mit­
subishi Oil. The total of these charges in 
the fourth quarter, when the company re­
ported earnings of $3.13 per share versus 

2.78, was approximately $20.4-million, or 
$1 .10 per share. Getty's remaining net equity 
intere&t in Mishubishi was $6-million at De­
cember 31. As we understand it, this would 

54.2 $220.8 $4.36 67.4 67. 0 $31.3 
8.3 30.3 .60 9.3 50.0 6. 1 
(. 8) (3. 8) (. 07) (1.1) __________ (1. 0) 

61.7 247. 3 4.89 75.6 64.6 36.4 
57.2 22.0 .43 6.6 (84. 4) 74.1 

118.9 269.3 5.32 82.2 (7.0) 110.5 
(5. 2) 43.8 .87 13.4 - --------- (12. 2) 
8. 5 67.7 1.33 20.6 224.4 5.4 

(2. 5) (9. 0) (.18) (2. 8) __ ________ (1. 9) 
(19. 7) (44. 2) (. 87) (13. 4) ______ ____ (12. 5) 

100.0 327. 6 6. 47 100.0 34.5 89.3 

be the current limit to Getty's direct ex­
posure to further losses at Mitsubishi. The 
oilspill damage resulting from the rupture 
of a storage tank at the company's Mlgu­
shima. refinery is estimated at in excess of 
$30-million, and in all likelihood Getty's 
equity investment will be rllduced to zero 
in the first quarter. It may be noted that 
Getty's cash ft.ow in 1974 was $468-million, 
or $30.47 per share. 

Standard Oil of Indiana 

The figures below indicate a loss of $9.5-
million in Canada. in the fourth quarter. 
In point of fact, quarterly earnings will be 
restated to take account of Canadian tax 
adjustments, and the correct figure attrib­
utable to Canadian operations in the fourth 
quarter is approximately a deficit of $2.3 
million. It is also noted that 1973 Canadian 
earnings were restated to reft.ect a. capital 

{Dollars in millions except EPS] 

2. 80 100.0 151.2 2.66 100.0 (6. 2) 
1.19 ---------- 54.3 . 95 ---------- (20. 6) 

1. 61 ---------- 96.9 1.71 ---------- 6. 2 

overhead compared with $0.93 per ton for the 
full year. Results for the quarter also in­
cluded a. $7.4-mlllion gain ($0.15 per share ) 
from the sale of property compared with a 
write-off of $6.7-million ($0.13 per share) in 
1973. 

4th-quarter earnings 

1973 

Percent Net 
EPS of total income 

$0.62 35.0 $54.0 
.12 6.8 6.8 

( . 02) (1.1) (2. 4) 

.72 40.7 58. 4 
1.47 83.0 (7. 1) 

2.19 123.7 51. 3 
(. 24) (13. 6) 19.2 
.11 6. 2 14.2 

(.04) (2. 2) (4. 4) 
(. 25) (14. 1) (18. 5) 

1.77 100.0 61.8 

1974 

Percent 
EPS of total 

Percent 
chan?e 

$1. 07 87.7 72.6 
.13 10.7 8. 3 

(. 05) (4.1) ____ ----

1.15 94.3 59.7 
( . 14) (11.5) _____ ___ 

1.01 82.8 (53.£) 
. 38 31.1 - -----
. 28 23. 0 154·5-

(. 09) (7. 4) _______ . 
( . 3G) (129. 5). _____ 

1.22 100. 0 (31. 1) 

employed adjustment. The major surprise 
in the fourth quarter, however, was the 
sharp contraction in chemical profits. It is 
indicated that this occurred largely as a 
result of a. sudden drop in demand for ter­
ephthalic acid and DMT around mid-Novem­
ber. The end uses for these products are in 
t he home furnishing, apparel, and automo­
bile industries. Since the company's chem­
ical earnings had been averaging over $10-
million per month, we surmise that Decem­
ber operations were substantially in the red. 
Gauging the end of the inventory adjust ­
ment for t hese products is extremely diffi­
cult, but hopefully it will occur by midyear. 
It may also be recalled that Indiana's first­
half overseas petroleum operations were 58-
million more (about $0.40 per share) than 
would have been reported under LIFO 
accounting. 

------------------------------------------------------------------------------------------------

Oil and gas: United States ___________________ 

Canada ______ ---------------- .--
Overseas_ -----.----------- -- __ _ 

Chemical ..• _._ •• _.------.------- -.-
Other_--------_----- ------- - __ •••• _ 

TotaL ••• _____ ._.------••• _-.-

Net 
income 

$387.8 
35.1 
43.5 
48.3 
(3. 5) 

511.2 

Full-year earnings 

1973 1974 

Percent Net Percent Percent Net 
EPS of total income EPS of total change income 

$2.69 76. 0 $638.1 $4.36 65.8 62.1 $102.3 
.24 6.8 34.2 .23 3. 5 (4. 2) 3.9 
. 30 8. 5 209.1 1.43 21.6 376.7 9.9 
. 33 9.3 98.8 .68 10.2 106.1 6.3 

(. 02) (. 6) (10. 0) (. 07) (1.9) (25. 0) (1.0) 

3.54 100.0 970.2 6.63 100.0 87.3 121.5 

4th-quarter earnings 

1973 

Percent Net 
EPS of total income 

$0.71 84.5 $154.3 
. 03 3. 6 (9. 5) 
. 07 8. 3 34. 1 
.04 4.8 1.5 

(. 01) (1. 2) (5. 7) 

.84 100. 0 174.8 

1974 

Percent 
EPS of total 

Percent 
change 

$1.04 88.1 46.5 
(. 06) 
. 23 

(5. 0) __________ 
19. 5 228.6 

. 01 . 8 ----- -----
(.04) (3. 4) ____ ___ - --

1.18 100.0 40.5 
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Standard OU of Ohio 

Sohio provides a breakdown of its earnings 
before interest expense and income taxes on 
percentage terms. The following figures at­
tempt to reconcile this breakdown with the 
earnings statement and must accordingly be 
regarded as providing only a rough approxi­
mation of the divisional breakdown. 

1973 

The improvement in Sohio's domestic pe­
troleum operations that was noted in the 
third quarter gave way to an imputed loss 
in these operations in the fourth quarter. 
This was largely occasioned by loss of pro­
duction and maintenance at the company's 
Marcus Hook refinery and other requirements 

[Dollars in millions except EPS) 

FuU-year earnings 

1974 

Percent Net Percent Percent Net Net 
income EPS of total income EPS of total change income 

in the Ohio refineries. Expenses attributed 
to this program increased $12 m1llion over 
1973 and crude runs were reduced 56,000 
b/d. On the other hand, the fourth quarter 
was notably aided by a royalty payment of 
$18.2 million versus only $1.5 mlllion in the 
similar 1973 period. 

4th-quarter earnings 

1973 1974 

Percent Net Percent Percent 
EPS of total income EPS of total change 

Domesticpetroleum_________________ $45.6 $1.24 37.9 $34.7 $0.95 18.1 (23.4) $1.6 $0.04 2~-~ Foreign petroleum .. ----------------- 14.4 • 39 11.9 38.6 1. 05 20.0 169.2 3. 9 . J1 
22

.
0 

($4. 9) 
18.2 
8.3 

12.9 
18.2 
(l7) 

($0. 13) 
• 51 
.23 
• 35 
.50 

(9. 2) _____ ____ _ 

36.2 363. 6 
Coal.______________________________ 12. o . 33 10.0 30.9 • 84 15.9

0 
1
1
5
1
4
2
.5
9 

3
3
.6
9 

-
1
9
1 26

-
8 C · 1 d 1 st' 22 8 26 19 0 48 3 1. 32 25. • • • · hemt~a an P a tcs___ _____________ 

25
:
2 

:
69 21

:
2 40

:
5 

1.
11 2

1. o 60.9 1. 5 • 06 14.6 
16.3 155.6 
24.8 218.2 

~~~=~~~~====== == ==== ===============------- ---------------------------------------------------------------------------------------------
35.5 733.3 (3. 6) _________ _ (.05) 

Earnings before interest. etc__________ 120.0 3. 27 100.0 193.0 5. 27 100.0 61.2 15. 1 • 41 100.0 
Net interest exp____________________ _ 11.8 • 32 ---------- 7. 0 .19 ---------- (40. 6) ~· ~ • g~ ---------- 51.6 

2.5 
20.5 

1. 41 100. 0 243. 9 
• 07 --------------------

Income taxes----------------------- 34.0 • 93 ---------- 60.0 1. 64 ---------- 76.3 . • ---------- .56 ---------- 167.7 

TotaL _______ ---------- •• ----- 74.2 2. 02 ---------- 126.0 3. 44 ---------- 70.3 11.6 

1975 EARNINGS ESTIMATES 

The assumptions underlying our 1975 earn­
ings estimates were detailed in the Energy 
Outlook dated December 24, 1974. Slippage 
in chemical income noted during the fourth 
quarter, however, has caused us to revise 
several earnings estimates downward. The 
exact form of oil tax legislation in the United 
States remains an unknown. Our initial as­
sumption was that the final 1975 blll would 
closely approximate the one that cleared the 
House Ways & Means Committee late in 
1974. We note that the windfall profit tax 
proposed by the Administration would have 
an almost identical effect as the Ways and 
Means bill. In both cases, the industry would 
be burdened with around $3-billion of addi­
tional U .8. taxes which would amount to a 
cut in the producing profit of roughly $1.00 
per barreL Our revised 1975 estimates appeat 
below: 

1974 EARNINGS AND 1975 ESTIMATES 

Percent 
1974A 1975E change 

Ashland .. ----------------- $3. 83 
Atlantic Richfield___________ 8. 36 
British Petroleum___________ E3. 60 
Cities Service______________ 7. 58 
ContinentaL_______________ 6. 47 

$4. 50 (17. 5) 
6. 50 (22. 2) 
1. 50 (58. 73) 
7.00 (7. 7) 
6. 50 -------- --Exxon_____________________ 14.03 

Getty________ _________ _____ 15. 00 
GulL .. ------------------- 5. 47 
Kerr-McGee________________ 4. 64 

10. 00 (28. 7) 
12. 00 (20. 0) 
4. 40 (23. 2) 
4. 90 5.6 

louisiana land_____________ 2. 98 
Marathon__________________ 5. 70 
Mobi'-------------------- 10.21 
Phillips____________________ 5. 66 

~~~~~- ~-u-t~~================---E1J: ~~ 
Standard Oil (California)_____ 5. 71 
Standard Oil (Indiana)______ 6. 63 
Standard Oil (Ohio)_________ 3.44 
Sun_______________________ 8. 31 
Texaco____________________ 5. 84 
Union_____________________ 7. 03 

2. 30 (22. 8) 
4.30 (24. 6) 
7. 75 (24.1) 
4. 90 (13. 4) 
6. 35 (42. 3) 
8. 30 (9. 9) 
5. 25 (8. 1) 
5. 00 (24. 6) 
3.60 4. 5 
7. 40 (ll.Q) 
4. 75 (18. 7) 
6. 25 (11. 1) 

CAPITAL EXPENDITURES 
A number of companies have ar:nounced their planned 

capital and exploratory expenditures for 1975. Among these are: 

Exxon. _________ ---- ________ _ 
Gulf ______ -- __________ -------
Texaco ____________ --- __ -----
Arco. __ -------------- __ ----­
Conoco. ---------------------Getty ___________________ -----
Marathon.-------------------Phillips _____________ ._-------
Shell. ____ ---- _________ ------
Standard Oil (Indiana) _______ _ 
Union •• ____ ---- ___ .---------

1974A 

$3,610 
1, 700 
2,000 
1, 800 

759 
450 
175 
637 
929 

1,~ 

1975E 

$4,700 
1, 800 
1,800 
2,000 

935 
687 
300 

1, 200 
1,000+ 
2,~ 

A recent survey by the Oil & Gas Journal 
indicated the industry had budgeted $26.2-
blllion for capital spending in the U .8. alone 
during 1975, an increase of 24.1% over 1974. 
The Journal's breakout of spending by area 
is of interest: 

INDUSTRY CAPITAL EXPENDITURES 

[In millions of dollars) 

Exploration and 
production: 

Drilling ex-
$7,657.0 $8.034.0 ploration _____ $6, 660. 8 

Production_____ 1, 734. 8 2,005. 9 2, 104.0 
ocs lease 

bonus _______ 3,082.0 5, 024.0 5, 000.0 

TotaL ____ 11,477.6 14,686.5 15, 138.1 

Others: 
1, 974.7 3,127. 8 Refining _______ 1, 103.8 

Petrochemicals_ 269.1 816.3 1, 643.1 
Marketing_---- 914.5 780.7 1,106.0 
Natural gas 

600.0 541.0 988.0 pipelines ____ 
Crude product 

150.0 1, 069.0 2, 318.0 pipelines. ___ 
Other 

178.7 240.4 transportation 152.9 
Miscellaneous._ 646.9 1, 073.3 1, 684.0 

Grand totaL. 15, 314. 8 21, 147.2 26,245.4 

Percent 
change 

1975-74 

4.9 
4.9 

.5 

3.1 

58.4 
lOl. 3 
41.7 

82.6 

111.5 

34.5 
56.9 

24.1 

In the exploration/production category 
planned expenditures for lease bonuses ap­
pear very much on the high side in view of 
apparent environmentalists' opposition to 
lease sales anywhere except on the Gulf 
Coast. Aside from questionable geologic 
prospects, the fact that the February 4 lease 
sale off Texas drew only $300-mlllion in high 
bids, compared with more than $1-blllion at 
individual 1972-1974 sales, may hopefully 
Indicate a more realistic view on the part of 
industry toward costly front-end load bo­
nuses. It may be noted that these bonuses 
alone accounted for 43% and 49% of capital­
ized expenditures for exploration/production 
in 1972 and 1973, respectively. It would also 
appear that the amount allocated for refin­
Ing/marketing is on the high side and that 
reduced consumption could bring about sig­
nificant cancellations or deferrals in this 
category. Finally, the planned doubling in 
petrochemical expenditures would undoubt­
edly be reduced if a reversal in recent demand 
trends 1s not foreseen. In short, we regard 
these as "soft" budgets in most areas except 
tor transportation (the Trans-Alaska Pipe­
line) and exploration/production. A number 

• 31 ---------- 28.6 • 78 ---------- 151.6 

of companies have already warned that en­
actment of punitive tax legislation would re­
sult in a reconsideration of investment plans, 
and Texaco has in fact already reduced its 
originally contemplated $2.1-billion 1975 
budget by $300-mllllon. While more an­
nouncements of this nature may be forth­
coming, we believe they wm be related more 
to ventures whose needs are more question­
able than exploration/production and, hence, 
will not have a negative Impact on the 
business prospects for the petroleum service 
industry. 

February 24, 1975. 

BARRY C. GooD, 
(212) 977-4385. 

REFERENCES 
Energy Notes: 1/24/75; 1/16/75; 8/ 30/74; 

8/13/74; 8/2/74; 7/12/74; 1/18/74. 
Morgan Stanley & Co. Incorporated has 

managed the most recent public offerings 
within the last three years of securities of 
British Petroleum, Continental, Exxon, Mobil, 
Shell, Standard Oil of Indiana, and Stand­
ard Oil of Ohio. 

Mr. GRAVEL. I thank my colleagues 
from Washington for putting that in the 
RECORD. I think it should be noted that 
it is one person giving a little handout 
as opposed to Forbes magazine's annual 
evaluation of 850 American companies, 
as opposed to Business Week, as opposed 
to the Committee on Finance's new 
charts on profitability, as opposed to the 
tax returns of the oil companies. If that 
is the basis of his case, I wlll rest my 
case on the profits. The Senator can 
rest his case on the one little piece of 
paper that he has shown to the body. 

Mr. JACKSON. Will the Senator yield 
so I can place something in the RECORD? 

Mr. GRAVEL. I am happy to yield to 
the Senator from Washington. 

Mr. JACKSON. I ask unanimous con­
sent that there be printed in the RECORD 
a summary of the findings on the tax 
rate of the five leading oil companies 
which came as a result of the GAO study 
made for the Committee on Investiga­
tions last year. It shows, of course, that 
in 1968, the average oil corporate tax 
rate was 3.88 percent; in 1969, 2.55-
this is compared to a general corporate 
tax rate that has a maximum of 48 per­
cent. For 1970, it was 5.36, and for 1971, 
4.94. For 1972 it was 4.41. This comes# 
Mr. President, as a result ol the detailed 



-8082 CONGRESSIONAL ·RECORD -..S£NATE 
examination of the tax returns of the There being no objection, the sum­
major international oil companies over mary was ordered to be printed in the 
a period of many months last year. RECORD, as follows: 

TABlE 1.-B. AGGREGATE-7 COMPANIES 

II n thousands of dollars) 

Total Effective rate 
U.S. and 

Pretax foreign u.s. !oreign foreign u.s. Total 
net mcome income mcome mcome income income Year income' taxes' taxes' taxes taxes taxes taxes 

1968 _____ --------- $7,576,607 $1,477,056 $294,018 $1,771,074 19.49 3.88 23.88 1969 ______ -------- 8, 161,889 1, 623, 103 208,500 1, 831,603 19.89 2.55 44.22 1970 ___________ --- 8, 848,243 1, 735,324 474,570 2,209, 894 19.61 5.36 24.98 1971 ______________ 9, 460,257 2, 522,981 467,467 2, 990,488 26.67 4. 94 31.61 1972 ______________ lC, 236,458 2, 938, C12 450,985 3, 388,997 28.70 4.41 33.11 

t Net inCOJ!Ie per book plus ~rovision for Federal income taxes plus foreign creditable income taxes paid and deemed paid 
2 Taxes pa1d and deemed pa1d. · 
• Regular plus minimum income tax. 

Mr. LONG. Will the Senator from 
Alaska yield to me at that point? 

Mr. GRAVEL. I am happy to yield. 
Mr. LONG. I ask unanimous consent 

that right behind that table there be in­
serted a chart showing the taxes-those 
same companies paid when we look at all 
taxes. When we look at all the taxes they 
paid in foreign nations and all the taxes 
that they paid in the United States, it 
shows that in the United States, they 
paid an average of about 42 percent, 
measured against income, compared to 
42 percent for the average for manufac­
turing. Overseas, they paid over 70 per­
cent compared to an average far below 
that. I do not know what the average 
manufacturing company pays. 

Mr. GRAVEL. If the Senator will yield, 
I shall give him the book published by 
this committee and he can read it. 

Mr. LONG. When all the taxes are put 
in, we find that those companies paid a 
great deal more than the average for 
manufacturing. 

For example, here is the 10-company 
average. They paid an average of 42.9 
percent. Let me just explain that. That is 
domestic. In Louisiana, for example, our 
State takes advantage of the fact that an 
oil company cannot very well move away 
and produce energy from Arkansas or 
Dlinois or someplace. If they want to pro­
duce Louisiana energy, they have to drill 
the holes in Louisiana to get it. They can­
not move away, as a manufacturing com­
pany can. So in our State they raised it 
to almost 50 percent of the entire rev­
enue to support that State government 
out of the oil industry. 

Now, that is what a lot of people like 
to overlook. 

If we take into account the taxes that 
they are paying locally and the taxes 
they are paying to the State government 
and add that to the taxes they are pay­
ing to the Federal Government, we find 
that that industry averages out to 42.9 
percent in the United States; comp~red 
to an average of 42.0 percent for all man­
ufacturing. 

Now, let us look at. overseas. Overseas, 
they paid 70.3 percent. The reason that 
the Senator can say that they paid only 3 
percent in U.S. income tax is because 
they paid 70 percent of what they made 
overseas before they ever got back here 
with it. They paid very heavy taxes in 
Louisiana, Texas, Alaska, where the 
States tax them so much more heavilY 
than they tax other industry. So if we 

take that into account, they are taxed 
more heavily than anybody except to­
bacco and alcohol, if we take all taxes 
into account. 

Mr. JACKSON. Will the Senator yield 
on my time? 

Mr. GRAVEL. I am happy to yield on 
the Senator's time. 

Mr. JACKSON. I wish to ask the Sen­
ator from Louisiana, my good friend this 
question. I think we went into u{ the 
other day, but we want to make the rec­
ord straight. Let us take company A, that 
does all of its business in the United 
States. They produce a million barrels 
a year. Let us take company B, that pro­
duces half of that amount, 500,000 bar­
rels, in the United States and 500,000 
barrels overseas. Which pays the higher 
taxes and which will have the higher net, 
company A or company B? 

Mr. LONG. If we are looking at all 
taxes, and it is an oil company the Sen­
ator is talking about--

Mr. JACKSON. I am talking about oil, 
of course. 

Mr. LONG. Then here is the record. A 
company pays an average of 70.3 per­
cent in foreign taxes and a company 
pays an average of 42.9 percent locally, 
within the United States. 

Mr. JACKSON. The answer to that is 
that the price, under that old Treasury 
ruling of 1951, is treated as a tax that is 
deducted from the U.S. corporate tax. 

Mr. LONG. Senator, they have long 
ago made that tax--

Mr. JACKSON. So the net return on a 
company that does business overseas is 
going to be greater than the company 
that does the business here. 

Mr. LONG. Let me say something 
about taxation that the Senator ought 
to know, and probably-does. It is a stand­
ing 1-ule amorig nations that among equal 
sovereigns, one does not deduct taxes 
one credits taxes paid to another. Fo; 
example, in the State of Washington or 
the State of Louisiana, in levying a sales 
tax, they credit for a sales tax paid to 
Washington if somebody is doing busi­
ness in Louisiana, where they might also 
pay a sales tax. If it is an income tax and 
the person is doing business in Washing­
ton State and Louisiana, we credit one 
State for the tax paid in another State. 

It is also the same 1-ule among nations, 
with the exception of the Hartke amend­
ment voted the other day-and I voted 
for that. But it is also the rule among 

equal sovereigns that we do not deduct 
we credit. ' 

If we are talking in the United States 
about levels of government, we deduct 
what is paid at a local or State level 
against a Federal level. That is because 
the Federal Government is the overall 
sovereign. But if we look at the rule of 
taxation around the world and within 
the United States, whether it be city 
against city, State against State, county 
against county, or the United States 
against foreign countries, the rule is that 
among equal sovereigns, they do not de­
duct, they credit. That just happens to 
be the rule. 

GenerallY speaking, among nations it 
is recognized that the nation in which 
one is operating has the privilege of tax­
ing everything a business makes. If they 
want to, they can take it all. That is why 
nobody expects to make much money, 
more than just a pittance, by taxing 
someone for what he made doing busi­
ness abroad in a foreign land. That is 
how most foreign countries treat foreign 
income. Just look at their laws. 

They follow that concept for a very 
simple reason: To depart very far from 
it means that their companies doing 
business in foreign lands would not be 
competitive with those that are there or 
those of other nations that happen to be 
there. 

Mr. JACKSON. Will the Senator an­
swer the question, then, as to compan:v A 
or company B: Who pays more taxes? 

Mr. LONG. Does the Senator mean a 
company doing business overseas and 
here? 

Mr. JACKSON. I am pointing out that 
an independent oil company in the 
United States which does all its business 
here pays way more in taxes than the oil 
company that does have its business­
using that as an illustration--

Mr. LONG. If the Senator is using all 
taxes, they are just about the same. They 
are paying 70 percent overseas, 42 per­
cent here. 

Mr. JACKSON. I am talking about the 
consolidated taxes we were discussing the 
'other day. Where all the· _confusion 
comes--

Mr. BROCK. The Senator is referriq.g 
to taxes paid to this Government, not 
total taxes paid. 

Mr. LONG. Senator, that is just the 
point we are talking about. 

Mr. JACKSON. I am talking about the 
net income as a result of being abie to 
deduct as a tax and treat as a royalty 
the price that they pay for the oil. That 
is not a tax. 

Mr. B~OCK._ But we have already 
changed that law. 

Mr. JACKSON. It is not changed yet. 
Mr. BROCK. All right, but it is be­

ing--
Mr. JACKSON. I am talking about 

what the law is right now. 
Mr. LONG. The point is that if you 

are talking about a company doing busi­
nes overseas, you should not really feel 
too bad about the fact that they do not 
pay too much income taxes here. After 
all, they have already been 75 percent 
expropriated over there. · · 

Ml'. GRAVEL. Mr. President. if the 
Senator will yield on that point, what 
really happens when they 1·epatriate the 
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dollar is that it comes back into the con­
solidated statement my friend from 
Washington likes to talk about. They are 
taxed again when it comes back. They 
are taxed twice, up to the rate of 48 per­
cent. 

Mr. JACKSON. Will the Senator yield 
on my time? 

Mr. GRAVEL. I yield. 
Mr. JACKSON. I am not going to pur­

sue it anymore. The point is that they 
stretched it so far, to the price they pay 
for the oil; that is why there has been 
no incentive to hold the price down over­
seas, because the price for the purchase 
of it is treated as a royalty and as a tax 
credit. 

My good friend from Louisiana has 
agreed that this is outrageous. He has 
voted for and supported the repeal of the 
so-called Treasury ruling. 

We are talking about what the law is 
now, and what we have been operating 
under. It relates to the charts and to the 
whole issue of just taxation. 

It is the independent oil company in 
this country that does all of its business 
here that is paying a lot more in taxes 
than the international company that op­
erates overseas. Who in his right mind 
can claim, when they are paying $8 a 
barrel for a barrel of oil, that that is a 
tax? That is what the whole argument 
is about, and that is why this body vir­
tually unanimously voted to repeal it. 

I do not see any need, Mr. President. 
to pursue it any further, because my good 
friend from Louisiana understands the 
injustice of that versus the situation of 
the independents, and has joined in seek­
ing the repeal of it. If it were just, I 
know he would have been on the othe1· 
side. That is all I have to say. 

SEVERAL SENATORS. Vote. Vote. Vote. 
Mr. GRAVEL. Mr. President, I have a 

few more minutes left, and I would like 
to use them. I have been very patient. 

Senators must appreciate that this 
amendment does affect the energy this 
Nation will chart in self-sufficiency. If I 
can only point out one thing on this par­
ticular chart here, look at what happened 
in 1969, when we reduced the depletion 
allowance. We had a drop in the amount 
of activity that took place. And we are 
going to experience that drop in activity 
in the next few months. This Nation is 
going to become more dependent on for­
eign oil as a result of our wipeout of the 
depletion allowance. 

I do not mind that. I think the whole 
depletion issue was a red herring. I 
think that is one of the reasons why the 
energy industry is regulated today, be­
cause there is a desire to punish them. 

All I am making a plea for with my 
amendment is to provide a free market 
for those comnanies. If a free ma1·ket 
is good for Skyline, for Avon, or for 
Coca Cola, it should be good for Rich­
field, because they hold their place in 
American industry, and it makes little 
sense to punish them in that fa-shion. 

Mr. NUNN. Mr. President, will the 
Senator yield for a question? 

Mr. GRAVEL. I yield. 
Mr. NUNN. Does the Senator from 

Alaska have an excess profits provision 
in this amendment? 

Mr. ORA VEL. Yes. 

Mr. NUNN. Is it a plowback, or will 
the Senator kindly explain it? 

Mr. GRAVEL. The excess profits tax 
is a guarantee that the public will not 
be ripped off. It says that any on or gas 
company can only earn up to 15 percent. 
Beyond that, it is taxed at a confiscatory 
rate of 80 percent, unless it is plowed 
back into energy. 

Mr. NUNN. Does that plowback have 
to take place in the United States, or 
where does it have to take place? 

Mr. GRAVEL. In the United States. 
It cannot take place abroad. 

Mr. NUNN. I had been told it could 
be plowed back in other lands. 

Mr. ORA VEL. No, that is misinforma­
tion that was put out by the paper 
drafted by the Senator from Washing­
ton. That is not the case, if the Senator 
will read the amendment. 

Mr. JACKSON. Will the Senator yield 
briefly at that point? 

Mr. GRAVEL. I am happy to yield. 
Mr. JACKSON. Does that plowback 

include the right to take over such or­
ganizations as Montgomery Ward? 

Mr. GRAVEL. No, it does not. Does 
that satisfy my colleague? 

Mr. JACKSON. That is encouraging. 
That is progress. 

Mr. GRAVEL. Do you know why a 
company would want to take over Mont­
gomery Ward or Ringling Brothers? Be­
cause they have lost faith in Congress 
to e tablish policies which make it pos­
sible for them to operate. Why would a 
person want to put money in oil, when 
it is going to be regulated until it cannot 
make a profit? 

Mr. NUNN. Is the Senator saying that 
the plowbacks have got to take place in 
the field of energy? 

Mr. GRAVEL. In the field of energy. 
Mr. NUNN. It has got to take place 

in the United States? 
Mr. GRAVEL. In the United States. 
Mr. NUNN. If it is 1·einvested in Saudi 

Arabia, it would not be credited? 
Mr. GRAVEL. It would be taxed at a 

confiscatory rate. That is the feature of 
the bill that was called a sham by Sena­
tor JACKSON'S paper. 

I would like to go to my amendment. 
Unfortunately, I am now in a tight situ­
ation. I have labored long and hard to 
put together a package to present to the 
Senate. I cannot now put together the 
whole package because of what has hap­
pened with respect to time limitation. 
So I will move very rapidly to the case 
of deregulation of natural gas and oil, 
the petroleum allocation, and then, of 
course, the excess profits tax. 

I would like to yield, on my colleague's 
time, to the Senat-or from Wyoming. 

Mr. HANSEN. Mr. President, on my 
time, it is my understand·ing that the 
distinguished Senator from Alaska has 
put his case very succinctly in a sum­
mary. Would the Senator kindly explain 
exactly what the important points in the 
summary are, that he would like to call 
to the Senate's attention? 

Mr. ORA VEL. Well, very succinctly, 
this is something that was given to the 
Committee on Commerce on Tuesday of 
this week. It is a technical report by the 
FEA that says gas ought to be deregu­
lated, and it will not cause a cataclysmic 

occurrence in this country if that hap­
pens. 

What happens on gas is, of course, of 
great concern to the poor people. That is 
supposedly the reason why we do not 
want to raise the price of oil, or let it 
seek its normal price. 

Let us look at what happens with 
natural gas. 

This chart shows the demand. That is 
the demand for gas, and this is the sup­
ply of gas. That is if we have FPC regu­
lation. 

This shows there is more demand than 
gas, so that means someone will not get 
the gas. He may have a gas burner, but 
he will not get it. 

Here the chart shows phased deregula­
tion, and here I have complete deregula­
tion. The price is going to rise to $1.50 
per thousand cubic ·. feet. You say, "My 
God, that is terrible. That is an unbeliev­
able rise; the poor people cannot stand 
that." 

Do you know what a $1.50 rise per 
thousand cubic feet means? Look at this 
chart. Here is the oil-gas conversion, the 
effect on home heating of natural gas­
and the conversion is shown by this 
report from the FEA, so that at the 
wellhead 50 cents a thousand cubic 
feet-that is the ceiling on the United 
deregulated, to $1.50 per thousand cubic 
feet, what does that mean? That means 
the cost of heating his home will rise 
to $194 a year. 

A $14 increase-$1.10 a month. Do you 
mean to tell me there is a citizen in this 
country, a consumer, who will not pay 
$1.10 a month more to stay on natural 
gas? 

Here is the aUernative: We really 
ought to take care of the poor person. 

If that person has to shift from natural 
gas to fuel oil, the cost of heating his 
home will go from $180 a year to $300 a 
year. That is if you can afford the $2,000 
to $3,000 to convert. 

But the real poor person does not have 
the $3,000 to convert his furnace. Do 
you know what he does? He goes down 
to Peoples Drug Store and he buys a 
space heater. You know what it is going 
to cost him to heat his house now, with 
our emotion for the poor? It is going to 
cost him $720 a year to heat his house. 
That, my friends, is not the marketplace 
doing it to him; that is the Congress of 
the United States doing it to him. 

I yield to my colleague from West Vir­
ginia. 

Mr. RANDOLPH. What the Senator 
says in reference to natural gas is in 
part true. We have had votes here in the 
Senate on the deregulation of new na­
tural gas. On one occasion, at least, we 
almost had an affirmative vote to dereg­
ulate natw·al gas. The Senator is famil­
iar with that vote? 

Mr. ORA VEL. It failed by one vote. 
Mr. RANDOLPH. That is right. I co­

sponsored and supported that measure to 
deregulate new natural gas. I think this 
is a necessary step. Perhaps it will come 
to the Senate soon for another try. 

Mr. ORA VEL. How much time do I 
have, Mr. President? 

The PRESIDING OFFICER. The Sen­
ator has 1 minute remaining. 
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Mr. GRAVEL. To make a case of this 

proportion with 1 minute. 
Mr. LONG. Mr. President, will the 

Senator yield t this point? 
Mr. GRAVEL. I yield. 
Mr. LONG. I have been looking at the 

chart the Senator from Washington 
used, and I think the whole thing should 
be placed in the RECORD so that the 
reader of the REM:ORD can judge :for him­
self. 

I believe I noted the word "obscene, 
to which the Senator made reference 
was in quotes, which was to suggest that 
those profits were not obscene at all, 
and I believe if one reads it-it looks as 
though what is claimed is that the indus­
try is not able to :raise enough funds. The 
whole thing ought to appear in the 
RECORD, so everyone can understand and 
see what it means. 

Mr. JACKSON. I placed it in the 
RECORD. 

Mr. MAGNUSON. Mr. President, will 
the Senator yield on my time? Those 
figures that the Senator has of the cost 
of natural gas versus fuel oil versus elec­
tric heat, are they yearly? 

Mr. GRAVEL. Yes. 
Mr. MAGNUSON. Well, I do not know, 

but it is just the opposite in my country. 
just completely turned around. The 
cheapest form of heat is electric heat. 

Mr. BROCK. The senator is fOI·tu­
nately blessed with a great deal of hydro­
electric power, and that is why he has 
cheaper electricity than any other State 
in the United States. 

Mr. MAGNUSON. Mr. President, I did 
not yield to the Senator. 

I did not want it to go home that it is 
costing $720 to convert to electric heat. 
In my country that is not true. Those are 
not the figures. It may be in Tennessee. 

Mr. BROCK. It is not in Tennessee 
either, thank goodness. 

Mr. MAGNUSON. The Senator has 
cheap power. 

Mr. BROCK. Yes, we do. 
Mr. MAGNUSON. I want to check 

those figures because I have no experi­
ence with fuel oil. We do not use much of 
that. 

Mr. BROCK. It is mostly in the North­
east. 

Mr. MAGNUSON. But we surely have 
natural gas versus electric heat, and it 
is very competitive. The gas people ad­
vertise to use gas, and the electric people 
advertise to use electricity, and both of 
them say now to use less energy, but it 
1s very competitive, and both of them 
are clean heat. 

Mr. BROCK. The most competitive is 
the oil in the Northeast. 

Mr. MAGNUSON. Yes, the oil is very 
competitive. 

Mr. ORA VEL. Mr. President. let me 
just close by saying if I have spoken--

Mr. MAGNUSON. Yielding on my 
time, so I will not take up much time of 
the Senate, can I ask unanimous con­
sent to make a statement at this point 
in the RECORD? It deals mainly with the 
Commerce Committee which is now 
ready to report a bill. Everything is 
ready, but we have held it UP' as a cour­
tesy to Members of the Senate, includ­
ing the Senator from Alaska and the 
Senator from Louisiana who has been 

very busy on the floor. We are ready to 
report the bill when we come back here 
after the recess. It will not take ll8 more 
than two or three meetings to get a bill 
on reregulation of naturalga.s. It is a very 
well thought out bilL 

It. is thorough. '\Ve have heard wit­
nesses, as the Senator from IDinois said, 
25 days, 2 days again last week, who 
have discussed it pro and con. I think 
we ba.ve got a pretty reasonable bill to 
reform the regulation of natural gas. 

Mr. STEVENSON. Yes. 
Mr. MAGNUSON. That is why I would 

seriously oppose the Gravel amendment 
because it is doing it in a way that I do 
not think should be done. 

Second, thel!'e was a unanimous-con­
sent request to make the Senator's 
amendment germane. I do not know who 
was here when it happened. No member 
of the Commerce Committee that I can 
find was notified because we were strug­
gling to complete a meaningful natural 
gas bilL I do not think the committee 
processes are well-served by coming in 
with an amendment like this at the last 
minute and hope to do everything in one 
amendment. That is one reason why I 
oppose it. 

We are going to have a natural gas 
regulation bill that is going to be a good 
one. It is going to be fair. 

Just one more thing: I have no doubt 
if this amendment prevails the price of 
natural gas within 6 months will triple, 
and every expert. tells us that. 

Therefore, I oppose the pending 
amendment. But I did want to point out 
the work of the Commerce Committee 
and the fact that this amendment is 
really not germane to the pending- tax 
bill. But the Senator from Alaska got a 
unanimous-consent request here one 
morning to make his amendment 
germane. 

I had never seen the amendment. The 
Commerce Committee, at the same time 
the Senator was getting this request, 
was working on a good, reasonable 
natural gas reregulation bill, a bill which 
includes deregulation of gas producers, 
if they sell under the ceiling price for a 
long term. We have been at it and we 
have heard scores and hundreds of wit­
nesses on both sides, and we are ready 
now to report the bill to the full Senate. 
I think it is a fair bill, a much better 
bill than we could do tonight in an 
abrupt crash action way by a single 
amendment to a bill to which it is not 
germane to begin with. 

As opposed as I am to the substance 
of the Gravel amendment, I ask my col­
leagues to put aside their own views on 
1·egulation ve1·sus deregulation. 

The Gravel amendment raises a more 
fundamental· question: Is this body 
going to put aside all senatorial courtesy 
and act on matters being actively con­
sidered in the committee of jurisdiction? 

At the specific request of several mem­
bers of the Senate, the Commerce Com­
mittee delayed its final markup on its 
natural gas re1·eguiation bill. 

At the very time I was honoring this 
request, the Gravel amendment, non­
germane to the tax bill, was being quali­
fied by unanimous consent as germane. 
The CONGRESSIONAL RECORD on page 

'7481 c:Useloses how questionable the 
granting of that unanimous consent was. 

A vote on the merits of the Gravel 
amendment, even though I am confident 
that such a vote would lead to. the de­
feat of the Gravel amendment, would 
be a personal a:fl'ront to the members of 
the Senate Commerce Committee who 
have been laboring so hard to. bring to 
the Senate floor a natural gas bill and 
will bring that bill to the floor as soon as 
Congress returns from the recess. 

The only decent. thing to do with the 
Gravel amendment is to table it. 

Mr. ORA VEL. r thank my colleague. 
Just in closing let me apologize to the 

Senator from Massachusetts <Mr. KEN­
NEDY), the Senator from Rhode Island 
<Mr. PASTo E), the junior Senator from 
Washington <Mr. JACKSON), and the 
Senator from South Carolina (Mr. 
HoLLINGS) • I have been overly intense 
because I feel very deeply about this 
subject. I feel I have been constrained in 
my ability to present the case. I will have 
an opportunity in the future to present 
the case, and I can assure my colleagues 
that I will continue to do so. All I ask 
with respect to my amendment 1s that we 
have a free market. for the on and gas 
industry, which is a vital part of making 
this Nation self-sufficient, like we have 
for every other American industry. 

There is one person who is going to 
be involved in the end. He is called Mr. 
Consumer and Mr. Taxpayer. When the 
Government takes control there 1s no 
check and balance. When the private 
sector does it at least we have the Gov­
ernment's check and balance on the pri­
vate sector, imperfect as that might be. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. STEVENSON. Mr. President, I 
have not said one word on this bill. I have 
60 minutes remaining but I do not in­
tend to take 4 minutes before I move to 
table this amendment. 

There is only one thing wrong with 
those figures. They have been studied, 
they have been examined, and they are 
wrong. They do not take into account the 
unique accounting procedures of the oll 
and gas industry. 

The revenues of the oil and gas indus­
try are artificially depressed for tax and 
for reporting purposes by such practices 
as deducting intangible drilling costs; of 
course, in the past depletion allowances. 
But, even so, even recognizing the unique 
accounting practices and the urtiftcial 
depressed revenues, the depressed effect 
of the figures in the industry, if you look 
at the Senator's own chart, the oil in­
dustry as a group enjoys the highest 
return on equity of any other group on 
that chart. Individually those companies 
enjoy a very high return, and they have 
historically. And, in fact, even in 1972, 
which was supposed to have been a low 
point, according to our own analyses, 
they were at about the same point as in 
other industries. 

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

Mr. STEVENSON. No, I will not yield to 
any Senator. We have been in session for 
13% hours continuously, and I think it 
1s time to make a decision on this amend~ 
ment~ 

The e:fl'ect of this amendment is to 
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increase, in fact to explode, profit which 
are already obscene. 

The Senator from Washington would 
have to invent a new word to describe the 
profits that would follow as a result of 
this amendment. 

It is labeled a deregulation amend­
ment. It is in fact, a reregulation amend­
ment. It would substitute the regulation 
of foreign governments, the governments 
of foreign oil-producing states for the 
regulation of the United States. 

The price of new natural gas at the 
' ·ellhead and the price of old oil in 
the United States would rise to equiva­
lent levels for energy in the international 
markets. That would mean $2. at least, 
for na.tural gas. Oil would rise t o the 
unregulated price of $11.40. 

The overall effect with the associated 
increase in the cost of coal, about $40 
billion. 

In other words, far more in increased 
costs for the consumer than this tax bill 
proposes to return to the consumer. 

The tax bill proposes decreased cost, 
tax benefits of about $30 billion. This 
would take back about $40 billion. 

Now, Mr. President, the main point I 
would like to make is that this is ex­
ceedingly important and an exceedingly 
complex matter, and the is ues raised 
genuinely and seriously by the Sena­
tor from Alaska, and he does feel 
strongly flbout them, ought to be con­
sidered by the Senate with benefit of 
serious study in the standing commit­
tees of the Senate. 

Now, the Commerce Committee, as its 
distinguished chairman has mentioned, 
has held some 25 days of hearings on the 
subject oi natural gas regulation. It has 
been working over 2 years. We will have 
a bill in a few days. 

The Interior Committee, under the 
chairmanship of the distinguished Sena­
tor from Washington, has been working 
equally bard on the subject o.f oil price 
regulation. 

The Finance Committee under the 
. chairmanship of the distiniuished Sena­
tor from Louisiana is perfectly compe­
tent to deal with the tax question raised 
by this amendment. 

This is no~ the time or the place to act 
on this amendment. In fact, the Senate 
will have before it bills and committee 
l'ecommendations, committee bills on 
natural gas and on oil, within a matter 
of weeks, at which point the Senator 
would be able to bring up these argu­
ments in his proposal once again and 
the Senate will have a far better oppor­
tunity than it does at thi late hour to 
make a sensible decision on questions of 
great importance to the Nation. 

With that having been said, Mr. PJ.·esi­
dent, I move to table the amendment. 

Several Senators addressed the Chair. 
Mr. JACKSON. Will the Senator yield 

for a unanimom; consent request? 
Mr. LONG. Will the Senator withhold 

a moment, just one moment? 
The PRESIDING OFFICER. Does the 

Senator withhold? 
Mr. STEVENSON. I yield to the Sena­

tor from Washington. 
Mr. JACKSON. Mr. President, the Tax 

Reduction Act of 1975 is supposed to be a 
bit of overdue good news for the Ameri-

can people. Were the Senate to add the 
amendment of the Senator from Alaska 
<Mr. GRAVEL) that good news would be 
effectively negated by some very bad 
news. 

The impact of this amendment should 
be clearly understood. If enacted, this 
amendment will implement the admin­
istration's irresponsible and inequitable 
policy of rationing by increasing energy 
prices. We have already voted on the 
question of implementation of the energy 
prices the administration favors. On 
February 19, 1975, by a vote of 66 to 28, 
the Senate rejected rapid escalation in 
domestic energy prices proposed by the 
administration. The vote in the House on 
this question was 309 to 114; an even 
more lopsided margin of almost 3 to 1. 

There is no mystery why the adminis ­
tration's sledgehammer energy price 
policy was overwhelmingly 1·ejected by 
the Congress. It is an economic disaster. 
Not one prominent economist outside of 
the President's own Council of Economic 
Advisers supports the administration 
policy. A distinguished group of econ­
omists, including the current Chairman 
of the Federal Reserve Board, has warned 
the Congress in very blunt terms not to 
accept this energy price policy. It will 
substantially increase the rate of infla­
tion and seriously threaten the prospects 
for economic recovery. 

The amendment of the Senator from 
Alaska would implement the provisions 
of the President's energy price decontrol 
policies which produce the heaviest eco­
nomic impact: 

Decontrol of new nautral gas will add well 
over $9 billion annually to the Nation's 
energy bill. On December 5, 1974, the Acting 
Deputy Administrator of the Federal Energy 
Administration, Eric Zausner, estimated that 
the price of "new" natural gas, if decon­
trolled, would rise to $1.80 to $1.90 per Mcf. 
The increase in the price of natural gas this 
implies, translates into over $3 billlon in an­
nual costs to consumers. The increase in 
intrastate gas prices-spurred by competi­
tion between the inter- and intrastate buy­
ers for supplies-would add over $6 billion 
to consumer costs. 

Decontrol of domestic crude oil will add 
an enormous $14 billion to the Nation's on 
bill based on the current "new oil" price of 
over $12.00 per barrel. If the President's plan 
to add a $3 tax to each barrel of imported 
crude oil is allowed to take effect-and under 
the Gravel amendment it certainly could­
the price of domestic oil would increase to 
over $14 per barrel and the cost to consumers 
would grow to an enormous $19 billion 
annually. 

Mr. President, in 1974, the annual cost 
to consumers of imported oil increased 
by $17 billion. and the cost of domestic 
oil rose by $11 billion. Gasoline prices 
increased by 15 cen~s per gallon, heating 
oil prices doubled, electricity rates 
soared, and coal and unregulated nat­
ural gas costs rose with oil prices. We 
had 12 percent inflation and, by the end 
of the year, 8 percent unemployment. 

The Tax Reduction Act of 1975 is in­
tended to give the American consumer 
some relief from this economic catastro­
phe. If the amendment of the Senator 
from Alaska is added to this bill there 
will be no relief. The impact on energy 
costs will be virtually the same as the 
OPEC-induced price increases. We have 
some experience with the economic im-

pact on infiation a.nd unemployment of 
these kinds of price increases. I propose 
we reject them entirely. 

The cost to the U.S. economy of the 
combination of proposals authorized by 
this amendment and which the President 
intends to implement is a staggering $40 
billion annually. This amounts to $190 
for every man, woman, and child in the 
United States-$760 annually for an 
average four-person family. This is over 
three times the maximum rebate to a 
four-person family which would be au­
thorized by the Tax Reduction Act. By 
adopting this amendment the Congress 
would give with one hand and take­
tlu·ee times as much-with the oth-er. 

Mr. President, it has been claimed that 
the cost to the average family of the 
administration's energy price policy 
would be $275. It has become increasingly 
clear tha.t this figure grossly under­
estimates the real cost of these price 
increases. I was interested to see the 
estimate of over $600 per family as the 
cost of the administration's program in 
a paper prepared by William A. Johnson, 
former Director of the Office of Energy 
and Natural Resources of the Depart­
ment of the Treasury and Assistant 
Administrator for Policy Analysis and 
Evaluation at the Federal Energy Office. 
The Senator from Tennessee <Mr. 
BROCK) inserted this paper in the RECORD 
on March 19. Dr. Johnson wrote: 

Administration estimates of the impact of 
the President's program have been hotly dis­
puted, even by some officials Within the 
Administration itself. The Congressional 
Research Service of the Library of Congress 
undertook a quicky impact study at there­
quest of Representative John Moss of 
California. This study concluded that the 
energy proposals would cost $50.3 billion 
rather than the $30 billion projected by the 
Administration. The effect of on and gas 
price increases, it concluded, would be so 
significant that 1974's 12 percent rate of 
inflation would continue through 1975. Sen­
ator Jackson has asserted that the increased 
cost to the average household would be $800 
rather than the $275 estimated by the Ad­
ministration. The major reason for this dif­
ference is the fact that the Administration 
estimate assumes a significant decrease in 
profit margins and no increase in unregulated 
natural interstate natural gas and coal 
prices (sic). A Treasury Department Study 
estimating these indirect cost increases con­
cludes that the total impact of the price and 
tax increases could be as high as $618 for 
the average family. Senator Jackson's esti­
mate m~y not be too far from the truth 

In addition to implementing the prin­
cipal-and most economically damag­
ing-poitions of the administration's 
energy tax, tariff and price decontrol 
proposals, this amendment would re­
peal the Emergency Petroleum Alloca­
tion Act. Repeal of the Allocation Act 
would remove the only existing legal 
authority to control oil prices at rea­
sonable levels and to allocate scarce 
fuels to all regions of the country and 
to all sectors of industry in an equitable 
manner. 

The proposed excess profits tax on 
fossil fuel producers proposed in the 
amendment is technically deficient and 
a sham, permitting the energy industry 
to spend the consumer's money to pur­
chase coal reserves and make overseas 
investments in fossil fuels. 
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The proposals which are contained in 

this amendment deal with issues which 
are under active c:onsideration in the 
Finance,. Commerce. and Interior Com­
mittees. I see no reaoon why these com­
mittees should not. be permitted the 
opportunity to act on these issues 
through the normal legislative process. 
There is even less merit in weighing down 
essential tax rebate legislation with a 
major and enormously questionable and 
controversial energy price decontrol 
policy. 

Mr. President, I strongly urge the de­
feat of amendment No. 129 offered by 
the Senator from Alaska <Mr. GRAVEL}. 

Mr. LONG. Will the Senator yield for 
1 minute, reserving his rights, reserving 
his rights? 

Mr. STEVENSON. Well, reserving my 
rights to the fioor, and for what pur­
pose? 

Mr. LONG. I just want to speak for a 
moment. 

The PRESIDING OFFICER. Is there 
obj,ectlon? 

Mr. LONG. Reserving the Senator's 
rights. 

Mr. STEVENSON. Reserving all my 
rights.. 

Mr. LONG. Yes. 
Well, let me j.ust say to the Senator 

that we an learn something from these 
debates, and I would suggest the Senator 
learn something he does not know at this 
moment, and that is that these figures 
do not. refieet. unique accounting prac­
tice&. They are based on cost depletion. 

When a company tells Forbes, National 
Cit¥ Bank, and Chase, they are trying to 
sell their stock like anybody else, and 
also trying to borrow money. They use 
percentage depletion for computing their 
tax liabillty only. When they go to re­
port w a bank for the purpos of boJ'­
:rowtng- mone:v .. tbe)l do tt on a eost basis. 

l believe the Senator kDows, nd tf 
not I would like to educate him now, 
that the difference between percentage 
depletion and c'Ost depletion is that with 
cost depletion we deplete vur investment. 
With percentage depletion we deplete 
the resources. 

Bu\ if we report an investment, we re­
port it baaecl on wbat we invest in it. We 
do no\. report it. by entering on the books 
a value !or the resources we have In the 
ground. 

So the Senator wiD fuld that the com­
panies Just do not ha.ve unique accoun~ 
ing practices, even though like a great 
many others, accounting practices do 
vazy from company to company and we 
have had some difficulty finding d­
equate comparability between them. 
Bu~ the Sen tor wfl1 find that in pre­

paring a report for someone like Forbes, 
Securities and Exeha.nge Commission, or 
Chase anhattan, or First NaUonal City, 
they cto not use percentage depletion in 
reporting what their return on equ:fty Is 
beeause it ould be misleading and, 
franklY. from their point. of view it would 
fail to fully state what their profits 
actually were. 

In ot er words, when It gets. down to 
the peint. Senator, tt. remlnc:ls me of the 
stmy about the father t;eaebing his son 
about bid , he .sald~ ~~ Jigh~ let us 

see what you know, how much is 2 and 
2?" He said, "Father, are we buying or 
selling?" 

Now, when these companies are re­
porting what their profits are to the 
banks and lending institutions, they are 
selling and they are putting it on the 
high side. 

Mr. STEVENS. I thank the Senator. I 
have great respect for the chairman. I 
respect his experience in this industry, 
with its accounting procedures, and I 
would just hope he might reciprocate 
1n some measure. 

Some of us have had experience in the 
on industry, too. In my own case, I spent 
some 10 years as a lawyer representing 
one of the largest banks in the business 
of financing the on companies. What is 
more, the authors of those figures have 
been before the Commerce Committee in 
the course of these lengthy hearings and 
have been cross-examined. 

Now, unless there is any further unani­
mous consent--

Mr. HANSEN. Will the Senator yield 
·without losing his right to the fioor? 
Would the Senator yield and permit me 
to ask a question on my time? 

Mr. STEVENSON. I am glad to yield 
for a question. 

Mr. HANSEN. It occurs to the Senator 
from Wyoming that this question is di­
visible, and I would hope that the Sen­
ator from minols would give us an op­
portunity to divide the question and to 
have a separate vote on the issue of nat­
ural gas deregulation alone. Would the 
Senator from Dllnois for that pur­
pose--

Mr. STEVENSON. I :regret that I have 
to disappoint the Senator, but I do not 
want to disappoint an the ether Members 
of the Senate by prolonging this long 
session. 

Mr. President, I move to table the 
amendment. 

Mr. HANSEN. Mr. President, I move 
to adjourn. 

The PRESIDING OPFICER. The ques­
tion is on the Senator from Wyom­
ing's--

Mr. HANSEN. I thought that was a 
privileged motion? 

The PRESIDING OFFICER. The Sen­
ator 1s recognized. 

Mr. HANSEN. Mr. President, am I 
recognized? 

The PRESIDING OPFICER. The Sen­
ator- 1s recognized for the purpose of 
making the motion to adjourn. 

Mr. HANSEN. Mr. President, I move 
to adjourn for 10 minutes. 

The. PRESIDING OFFICER. The ques­
tion ls on the motion--

Mr. CASE. That is debatable, is it not? 
The PRESIDING OFFICER. The mo­

tion to adjourn is not. debatable. 
Mr. CASE. Is that. debatable? 
The PRESIDING OP.FICER. The mo­

tion l& not. 
The question Is on the motion to ad­

journ. (Putting the question.] 
The motion was rejected. 

WHY DBREGULATIO:N OF NATVBAL GAS IS AGAINST 

who happen to be among the most profit­
able, integrated, and wealthiest com­
panies not only in the United States but 
in the world. But we hear almost nothing 
about the problems and dimculties of 
the gas consumers, the ordinary family 
who has a house which is heated with 
natural gas, who cooks with natural gas, 
and who heats water with natural gas. 
They are the ones who will be the vic­
tims of any measure to deregulate nat­
ural gas and it is their plight with which 
we sl:ould be concerned. 

GRAVEL AMENDMENT LOOSELY DRAWN 

The fact is that the Gravel amend­
ment would not merely deregulate new 
natural gas. It is so loosely drawn that 
its effect would be to deregulate almost 
an natural gas either because of its defi­
nition of new natural gas or because of 
the fact that when new contracts are 
negotiated or when the most favored 
nation clauses in gas tlelds are applied, 
virtually all gas would be deregulated. 
And the most favored nation clauses are 
those which effectively allow all the gas 
in a field to rise to the price of the most 
recent new contract. What 1s given to 
o:r.e producer is hence given to them all. 

Let us look, therefore, at what will 
happen to the homeowner in Madison, 
Wis., or Chicago, m.. or Washington, 
D.C., or New York City, or other major 
consumer areas of the country if the 
Buckley amendment is passed and if 
natural gas is deregulated. The enormity 
of the situat!on is breathtaking. Tens, 
indeed hundreds, of blllions of dollars 
are at stake. 

President Ford, in his speech to Con­
gress shortly after he took office, called 
for the "deregulation of natural gas." He 
did not .call fer deregulation of new gas, 
but of natural gas. And the Buckley 
amendment would carry that out with a 
vengeance. 

TRIPLE DIGrr JNFLAttON 

At a time of rampaging infiation the 
President of the United States has put 
forward the most infiationary policy ever 
put forward by any President of the 
United States. The Buckley amendment 
or the Buckley bill earrles it out. It is 
the most inflationary biD I can reeall in 
the over 17 years I have been in the 
Senate. 

We now have double-digit fnfiation. 
With respect to gas prices, this bill would 
give us .. triple-digit infia.tlon."' 

rn the name of anti-inflation we have 
a proposed consumer rtp-ofr which would 
rafse the price of natural gas by a mini­
mum of 300 percent. It could transfer 
a minimum of at least $16.5 billion from 
the pockets of the public to the on and 
gas companies each year it is fully in 
effect. It would further give the oil and 
gas companies a $18() billion windfall in 
the immediate increase in the value of 
their existing gas reserves even if we 
calculate these matters on a conserva­
tive basis. 

PRICE WOULD RISE FROM 25 CENTS TO 1 OR 
~lORE Pl!IK :M.CP 

Tim PVBLIC JNTKUsT U natural gas is deregulated it would 
Mr. PROXMIRE. Mr. President. we rise to the price of the Btu equivalent of 

hear a great deal of talk abou~ the- prob- on. For new on, which ts now priced at 
ms of the producers of natural gas. about $11 a barrel, the Btu equivalent 
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price of natural gas would be $2 a thou­
sand cubic feet <mcf) . For old oil, which 
is now priced at about $5.50 a barrel, the 
Btu equivalent price of natural gas would 
be $1 a thousand cubic feet <mcf). 

On December 4, 1974, the Chairman of 
the Federal Power Commission, Mr: John 
N. Nassikas, testified before the Joint 
Economic Committee in answer to a 
question I put to him, that if natural gas 
were deregulated the price would in­
crease from its present level to $1.50 to 
$2 per thousand cubic feet [transcript, 
p. 29]. 

But to be very conservative, let us 
first calculate the cost or price increase 
on the basis of $1 per mcf. Here is what 
would happen. 

Natural gas prices have averaged just 
slightly more than 25 cents per thousand 
cubic feet. About 22 billion thousand 
cubic feet or 22 trillion cubic feet of 
natural gas is produced and sold each 
year. Therefore the price of natural gas 
at the well head is now about $5.5 billion 
a year, or 22 trillion cubic feet times 25 
cents. 

$16.5 Bn.LION ANNUAL BONANZA 

If the price goes up to $1 per thousand 
cubic feet at the wellhead, think what 
would happen. The price at the wellhead 
would rise from $5.5 billion in total reve­
nues a year to $22 billion a year, or an 
increase of $16.5 billion or by 300 percent. 

Recently I had my staff phone to the 
gas company in Madison, Wis. We asked 
them how much the average homeowner 
who heats with gas and cooks with gas 
and heats his water with gas pays for gas 
a year. We did not ask for the price for 
the most luxurious home or the smallest 
home, but the cost for the average home­
owner in Madison, Wis., per year. 

The answer was $250. 
MADISON, WIS., HOMEOWNERS COST WOULD RISE 

TO $1,000 A YEAR 

Now, if the price at the wellhead goes 
up from 25 cents to $1 per thousand cubic 
feet, and if the gas pipeline pays that 
amount at the wellhead and then car­
ries the gas to the pipeline by way of the 
gathering lines, and then by pipeline it­
self hundreds of miles to the local utility, 
and if the pipeline adds on its costs plus 
a fair return which it is allowed to re­
ceive, and if in turn the utility takes the 
gas and sends it out along its gas mains 
to the homeowner, and adds its costs plus 
its fair return, the ultimate price of the 
gas to the consumer could increase by 
about 300 percent. 

The Madison, Wis., homeowner will be 
paying $1,000 a year for gas which now 
costs him $250 a year. And while it may 
not· be as much for some other places in 
the country, because most places in the 
United States are warmer than Madison, 
Wis., one can expect that every home­
owner who heats with gas and cooks with 
gas and heats his water with gas or has a 
gas dishwasher will pay 300 percent or 
four times as much for his gas as he now 
pays. That is inflation. That is not 
double-digit inflation. That is triple-digit 
inflation. And that is why I said this is 
the most inflationary proposal ever put 
forwa,rd by any President or by any 
Member of Congress in the 17 years I 
have been here. 

$180 BILLION INCREASE IN RESERVES 

But the $16.5 billion annual ripoff of 
the consumer is only the beginning. The 
big money is involved in the overnight, 
one-time increase in the value of the gas 
company reserves. The value of what 
economists call th~ unearned incre­
ment is almost too staggering to state. 
If the price of natural gas merely rises to 
$1 per thousand cubic feet, the value of 
the reserves now held by the gas produc­
ers and big oil companies will increase by 
a minimum of $180 billion now. 

And one should remember that these 
wells have already been discovered. The 
major costs have already been paid. They 
will not increase. Therefore the increase 
in value is a windfall profit to those who 
hoid existing reserves. 

SIMPLE CALCULATION 

The calculation of the $180 billion is 
very simple and very straightforward 
even when based on the conservative es­
timate that the price of gas will rise to 
only $1 per thousand cubic feet. 

The oil and gas industry claims it has 
an 11-year supply of proven recoverable 
reserves on hand. Most experts believe 
the reserves are much bigger, and that 
in fact there is a 15- to 17-year ·supply 
on hand. Because the Federal Power 
Commission, unfortunately, is little more 
than the hand maiden of the gas pro­
ducers, the FPC essentially accepts the 
gas and oil company estimates of their 
reserves and has done very little to guar­
antee that the facts about reserves are 
independently determined. 

The1·efore, using the oil and gas com­
pany. estimates of an 11-year supply 
greatly underestimates the windfall they 
will receive. But if we merely use that 
estimate and also use the conservative 
figures of $1 per thousand cubic feet, de­
regulation means an immediate windfall 
and bonanza to the gas producers of 
over -$180 billion on the value of their 
existing reserves. 

The value of their reserves would rise 
from the present estimate of $60.6 bil­
tion-11 years of reserves times 22 billion 
cubic feet annual production times 25 
cents per thousand cubic feet--to $242 
billion-11 years of reserves times 22 bil­
lion cubic feet annual production times 
$1 per thousand cubic feet--or a net in­
crease of $181.5 billion. 

BIG MONEY AT STAKE 

If anyone wonders why the lobbyists 
of the gas and oil companies have been 
stalking the halls of Congress these last 
few weeks; if any Senator or Senate em­
ployee has wondered why the form mail 
has rolled in urging deregulation of nat­
ural gas; and if any citizen of Wash­
ington, D.C., was surprised to see the aii·­
port limousines arriving at the local 
hotels with their cargo of oil producers 
from oil-producing States coming here 
to work out grand strategy to pass a bill 
to deregulate natural gas at the end of 
this Congress and before the new public 
interest, anti-inflation, proconsumer new 
Congressmen arrive; the answer is very 
simple. 

At least $180 billion in windfalls and 
bonanzas are at stake if this bill passes 
the Congress. And that represents a most 
conservative estimate of the bonanzas 

because it is calculated on the price of 
natural gas rising merely to $1 a thou­
sand cubic feet instead of the $1.50 to 
$2level which the Chairman of the Fed­
eral Power Commission, an advocate of 
the legislation, predicted a price of $2 
per thousand cubic feet would raise the 
price of natural gas to the Btu equivalent 
of new oil. 

There is big money at stake in this 
bill. A very small group of powerful peo­
ple stand to gain billions. And a very 
large group of American citizens--some 
200 million of them-stand to be taken 
to the cleaners if the Buckley amend­
ment is passed. 

BONANZA IF THE PRICE GOES TO $2 PER 
THOUSAND CUBIC FEET 

Mr. Pr~sident, I am amazed at the 
modesty of my calculations based on a 
rise to $1 per thousand cubic feet. If the 
price goes to $2 the bonanza is even 
greater. 

If the price rises to the Btu equivalent 
of new oil, which the Chairman of the 
FPC said it could, then annual revenues 
to the oil producers from wellhead gas 
will go up from $5.5 billion a year to $44 
billion a year, or a $38.5 billion or a 700-
percent rise. 

The value of the present reserves, 
based on the oil and gas companies low 
estimate of only 11 years, would go up 
from $60.5 billion to $484 billion dollars, 
or a $420 billion increase. 

A PHONEY SHORTAGE 

One of the arguments the oil and gas 
producers use in favor of this bill is that 
without it there will be a shortage of gas 
this winter. They tell us not to complain 
if the gas supplies are cut off. 

But why would there not be a short­
age? If you were a gas producer and if 
the President of the United States kept 
telling you he was for deregulation, and 
if you knew that deregulation would in­
crease the value of your gas from 300 to 
700 percent overnight, you obviously 
would not be rushing to put your gas 
on the market. 

That is why we have a shortage. And 
when we finally convince the oil and gas 
producers that they are not going to get 
their bonanza and that we intend to de­
feat the Buckley amendment, then gas 
supplies will begin to flow. 

BIG INCREASES IN GAS PRICES ALREADY 

There is no justification at all for in­
creasing the price of gas to $1 or $2 per 
thousand cubic feet. Chainnan Nassikas 
testified to the Joint Economic Commit­
tee that the price of gas has gone up 
from 15 to 17 per thousand cubic feet in 
1969 to an average price of 27 cents today, 
or an 80-percent increase, in those 
5years. 

Furthermore, the price of new gas on 
December 4 was raised to 50 cents, or 
an increase of three times or 200 percent 
in the last 5 years. 

In addition, the Commission has ·been 
extremely generous with the gas pro­
ducers, allowing them a 15-percent re­
turn, which is an extremely good return 
when one realizes that this is in addi­
tion to all the tax benefits, the depletion 
allowance, the special drilling and de­
velopment cost deductions, and the dry 
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hole writeoffs the oil and gas companies 
routinely get. 

When the gas producers learn that 
they are not going to get any more bo­
nanzas, when the Government insists 
that they produce and deliver the gas now 
found on Government leases, and when 
the Government of the United States 
starts treating the oil and gas industry 
like everyone else instead of treating it 
like a spoiled child and with kid gloves, 
we will get an abundance of gas and oil 
production in this country. And the com­
panies will get a fair return based on 
appropriate prices. 

MONOPOLY PRICE 

One of the most ironic arguments we 
have heard from the gas producers and 
their allies is that the price of gas should 
l'ise to the price of oil. 

We all know that the present price 
of oil is a monopoly price. It is not a 
price determined by costs plus a fair 
profit. It is an arbitrary, monopoly price 
set by the OPEC cartel. 

Now the gas industry tells us that since 
the price of oil is a monopoly price, ·we 
must raise the price of gas to that artifi­
cial monopoly price in the name of com­
petition. 

If there were true competition in this 
industry what we would see is the price 
of oil falling to the priee of gas, instead 
of the other way around. 

In fact what we should expect is that 
the price of oil would fall to the Btu 
equivalent price of gas if there was genu­
ine competition in this industry. 

CALCULATIONS OF BONANZA 

Mr. President, I a..sk unanimous con­
sent that a table setting forth the cal­
culations of the proposed bonanzas which 
would come about if natural gas is de­
regulated be printed at this point in the 
RECORD. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
NICREASE IN REVENUES AND RESERVES TO THE OIL ·AND 

GAS COMPANIES IF NATURAL GAS IS DEREGULATED 

Price Produc-

Basis of pricing 
per tion 

M ft a (b/M ft )S 

1974 average well 
$0.25 22 head price ____ _____ 

Fuel equivalent value 
1. 00 22 of old oiL __ _______ 

Fuel equivalent value 
of new oiL ________ 2.00 24 

Billions 

Annual Value of 
total/ reserves 
well· (based on 
head 11-year 

revenue estimate 

$5. 5 $60.5 

22. 0 242.0 

44. 0 484.0 

DEFEAT GRAVEL AMENDMENT 

Mr. PROXMIRE. Unless we defeat the 
Gravel bill, there is no protection for the 
consumer of gas in the United States. 

The average homeowner has spent 
several thousand dollars for his gas heat­
ing plant, his gas stove, and his gas 
water heater and other gas appliances. 
Once those are in place he is stuck with 
them. He has no alternative choice of 
fuels. 

Furthermore, this industry 1s by na­
tm·e a monopoly. There is a ·pipe which 

runs from the consumers house to the 
local utility, which is a regulated monop­
oly. The local utility gets its gas from a 
regulated pipeline, which is a natural 
monopoy. There is no justification for 
running two or five or ten pipelines built 
at very high costs from the same point 
to another identical geographical point. 
Then the pipeline has its gathering lines 
which go to the wellhead. 

The Senator from Michigan (Mr. 
HART) has shown that the vast propor­
tion of gas in this country is owned Ol' 
leased or developed by a very few com­
panies, often operating in joint leasing 
and joint ventures. These same com­
panies own the pipelines. They therefore 
have no incentive whatsoever to compete 
which would drive down the price of ~­
Since the FPC must pass on to the con­
sumer the legitimate costs of a regulated 
pipeline, the pipeline has no incentive to 
bargain to keep the price of gas down. 

And this is even more true when the 
companies which own the pipelines also 
own the gas wells. Their incentive is to 
pay themselves the highest possible price 
for their own gas. And without regula­
tion that is exactly what they would do 
because that price would be passed on to 
the consumer who is locked in and has 
no real alternative. 

That is why we have regulation and 
that is why regulation must continue at 
least until such time a..s there is a:.-1 en­
tirely new relationship and real compe­
tition in this industry. 

When the day comes that an army of 
small producers own the gas wells in­
stead of a handful of big producers who 
own and control most of them; when the 
pipelines are owned by nonproducing in­
terests and when there are alternative 
methods of distribution in abundance so 
the utility and homeowner is not de­
pendent on a single monopoly source; 
and when the special tax privile~es of 
the gas and oil companies have been 
changed so they truly compete with 
other industries; then and only then can 
we seriously talk about deregulation. 

But that da.y is not at hand. The oil 
and gas producers are more powerful 
today than they have ever been. The new 
monopoly oil prices have not increased 
refining and production, but production 
has actually been reduced. 

In these circumstances it is folly and 
against the public interest even to con­
sider deregulation of natural gas. 

Mr. PHILIP A. HART. Mr. President, 
once again-under severe pressure from 
the industry-Congress is being asked 
to agree to the deregulation of natural 
gas and crude oil prices. 

And the pot is being sweetened by a 
so-called excess profits tax, which I do 
not think will produce much in the way 
of taxes or in new production. 

In effect, the gun is at our head as we 
deliberate. For bombarding us from all 
sides are stories of curtailments which 
supposedly "will close factories and chill 
homes" by next winter. 

The picture being painted is that the 
wells are dry and there is not another 
cubic foot of gas available. 

This, of com·se, ignores the fact that 
we have natural gas reserves sufficient to 
last us for 65 years at current usage. It 
also overlooks the fact that 10 times the 
gas needed to make up this winter short­
age was dedicated to pipelines-ready to 
:flow-but just was not pumped. 

What we have is not a "shortage" of 
natural gas but a refusal by the industry 
to produce at today's prices. 

What is being turned down by the in­
dustry is a price which covers all their 
costs-including dry holes-and allows a 
15-percent return on investment. 

This price-set a few months ago by 
the Federal Power Commission at 50 
cents per thousand cubic feet-it not 
enough we are told by the industry. They 
want an "incentive" price. And, in their 
book that means one that is equal to 
the Btu cost of other fuels. The most 
popular other fuel cited is crude oil­
whose price today is determined by an 
international cartel. 

And when you :figure out the Btu 
equivalent of natural gas versus crude 
oil you arrive at a price for natm·al gas 
of about $2 per thousand cubic feet. 

That is some request when we consider 
that each penny of increase in the price 
per thousand cubic feet costs consumers 
$230 million. 

Mr. President, I am most sympathetic 
with those who plan to agree to the 
amendment proposed by Senator GRAVEL 
which would tie natural gas deregulation 
to an excess profit tax. The problem in 
our factories and homes is very real. 
There is not enough natural gas flowing 
to supply the demand. And the inclina­
tion of any responsible representative is 
to do something. Based on everything we 
have been taught to believe over the 
years, it seems to follow that making 
profits more attractive will cause more 
product to be produced. 

However, I firmly believe that that 
theory ignores the real world of this in­
dustry. 

The theory that price brings forth suf­
ficient product is one which applies in 
a competitive market. This is not a com­
petitive market. 

There are three criteria frequently 
cited as measures of whether a market is 
competitive. They are: A large number 
of buyers and sellers, an absence of sig­
nificant barriers to entry, and independ­
ence of action of buyers and sellers. 

Over the last 2 years. the Senate Anti­
trust and Monopoly Subcommittee has 
gathered much documentation that these 
conditions do not exist in the natural 
gas industry. 

Let us examine some of that evidence: 
])."'UMBER OF BUYERS AND SELLERS 

Proponents of deregulation will tell 
you that there are some 3,600 producers 
of natural gas. That is true. But share 
of the market-particularly the share of 
the market in uncommitted reserves­
is the meaningful measure. For when 
an interstate pipeline goes shopping for 
natural gas it must shop among those 
companies who have product available 
in the beginning end of their pipeline. 
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As table 1 indicates, as of June 30, 
1972, in the major producing areas of the 
Nation, eight companies controlled from 
83 to 100 percent of all uncommitted 
reserves in each area. 

That, I submit, is the real world. 
BARRIERS TO ENTRY 

Apparently, they do exist, for the com~ 
panies on top today were the same com~ 
panies on top many years ago. The top 
10 producers of natural gas in 1P71 were 
Exxon Shell, Amoco, Gulf, Phillips, Mo~ 
bU, T~xaco, Union, Atlantic Richfield, 
and Continental Oil. They, along with 
two other companies, held the top four 
slots in terms of concentration in each 
of the six major producing areas in the 
United States. The eight largest were the 
same in 1972 and in 1971. With one ex~ 
ception, they were the same in 1971 and 
1972 as 15 years earlier. The exception 
was absorbed by a major. 

Those who argue that there has been 
new entrants like to cite a report by the 
Senate Interior and Insular A1l'airs Com~ 
mit tee. The report cited as new entrants: 
TransOcean OU, Inc., founded in 1968 
and four others-Exchange Oil and Gas 
Oorp., Imperial American Management, 
King Resources Co., and Rodman Corp.­
which entered the industry since 1966. 

Dr. John Wilson, a witness before the 
Antitrust Subcommittee, analyzed for us 
just what kind of "new" competition this 
was. 

He concluded: 
a. TransOcean is a subsidiary of Swift & 

Co. It is quite deceptive to say that this firm 
is a "new seller founded in 1968." In truth, 
J. Ray McDermott & Co., Inc., which was 
founded in the 1940's, set up TransOcean 
Oil as a subsidiary in June of 1968. This 
"new" corporation merely took over McDer­
mott's oil and gas operations before Swift 
acquired control through a stock purchase 
in April, 1970. 

b. To argue that Exchange OU and Gas 
Corporation is "new" is also misleading. Ex­
change is new only in the sense that it re­
cently adopted that corporate name as op­
posed to Exchange Oil and Gas Co., under 
which it did business in the 1950's. 

c. As for Imperial-American Management 
Co., rather than being a producer in the 
usual sense, it was primarily a management 
firm which entered into operational con­
tracts to produce oil and gas for other pro­
ducers. Moreover, according to a letter dated 
July 14, 1972, on file with the FPC, the Com­
pany experienced "numerous problems" after 
June, 1970, and In February, 1972, Imperial­
American Resources Fund, Inc. was placed 
in a Chapter X bankruptcy proceeding in 
Denver, Colorado. 

d. King Resources is also a bankruptcy 
case. An involuntary petition under Chap­
ter X was filed against the company in Au­
gust, 1971. Moreover, the company was not 
really new either. It was the corporate suc­
cessor to King-Stevenson Corp., which sold 
gas in interstate commerce in the 1950's, and 
the King-Stevenson Gas and OU Co. 

e. Flnally, the Rodman Corporation is pri­
marily a gas processing firm. It buys gas 
from producers such as Continental on and 
Diamond Shamrock, extracts natural gas 
Uquids at its two processing plants in Okla­
homa, and then sells the residue to Cities 
Service. While Rodman Corp. and its presi­
dent, E. G. Rodman, do own various working 
interests in 011 and Gas leases, Rodman has 

been selling hls gas in interstate commerce 
since the 1940's. 

In short, those examples fall short of 
documenting ease of entry into this in~ 
dustry. 

INDEPENDENCE OF ACTION BY BUYERS AND 

SELLERS 

The most striking thing about this 
industry is how often the buyers and 
the sellers are the same corporations, 
wearing different hats-or different cor~ 
porate names. 

Here table 2 is particularly significant. 
Running down it, you will see that many 
of the major pipelines in the country are 
joint ventures of oU companies, that is, 
natural gas producers. Added to that 
have to be the joint producing ventures 
where non-oil-company pipelines are also 
participants. 

The relationships become even more 
intriguing when you look at the buyers 
in the intrastate market. This is the mar~ 
ket today cited as the one paying the 
"competitive prices" for natural gas. The 
prices are called competitive because 
they are not regulated by the FPC. 

But when you look at t:t:e buyers in 
this market, it certainly is questionable 
as to whether the negotiations are con~ 
ducted at arm's length. 

In the fall of 1972, the FPC collected 
data on large intrastate gas commit~ 
ments over the most recent 12 months 
from each of the 75 largest intrastate 
suppliers. Dr. Wilson took that infor~ 
mation and proceeded to Identify the 
buyers as to who owned them. 

His comments and a table he prepared 
show that in case after case the "buyer" 
paying the high "competitive" price was 
a subsidiary of a major oil company. 

Mr. President, I ask unanimous con~ 
sent that the appropriate excerpt from 
Dr. Wilson's testimony and his table be 
inserted at this point in the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

For example, there were 14 large intrastate 
buyers identlfted in the Permian Base. They 
are as follows: 

1. Pecos Growers OU Company-This buyer 
is a subsidiary of Texas Oil and Gas Corp., 
which is also the parent of Pecos Growers 
Gas Co., Delhi Gas Pipeline Corp., Nueces Co., 
and the Tonkawa Gas Processing Co. Four of 
these corporations are major interstate sell­
ers. In 1971 Pecos Oil sold 5.6 billion cubic 
feet to interstate pipelines, Pecos Gas sold 
18.6 blllion cubic feet, Delhi sold 8.5 billion 
cubic feet, and their mutual parent, Texas 
on and Gas, sold 14.2 billion cubic feet o! 
gas in interstate commerce. 

2. Pecos Growers Gas Company-See Pecos 
Growers Oil Company. 

3. Intratax Gas Company-This company 
is a subsidiary of Houston Natural Gas which 
is also the parent o! Houston Pipeline Co. 
and HNG Oil Corp. Houston Natural Gas also 
Is a co-owner of Oasis Pipeline Co. along with 
its partners, Dow Chemical and Tengasco, a 
subsidiary oi' Tenneco, Inc. Houston Natural 
sold 9.1 billion cubic feet of gas to inter­
state pipelines in 1971, and through its sub-

sidiaries controls substantial production 
acreage. 

4. Llano, Inc.-No information available. 
5. Lo Vaca Gathering Company-Lo Vaca 

is a subsidiary of Coastal States Producing 
Co., one of the largest intrastate producers. 
In 1971 Coastal States sold 34.1 billion cubic 
feet of gas to interstate pipelines and Lo 
Vaca sold 64.7 billion cubic feet in inter­
state commerce. Another Coastal States sub­
sidiary, the Nueces Industrial Gas Co., had 
1971 interstate sales of 45.2 billion cubic 
feet. 

6. Texas Utllitles Fuel Co.-This company 
is a subsidiary of Texas Utilities Co., which 
is also the parent of Bi-Stone Fuel Co. It 
also owns, with Lo Vaca (a Coastal States 
subsidiary), an intrastate pipeline system 
reaching from the Permian Basin to Dallas. 

7. Delhi Gas Pipeline Corp.-See Pecos 
Growers 011 Co. 

8. BTA on Producers-This company is an 
independent gas producer. In 1971, BTA sold 
2.1 billion cubic feet of gas in interstate 
commerce. 

9. Lone Star Gas Company-Lone Star's 
subsidiary. Lone Star Producing Co., sold 
70.8 billion cubic feet of gas in interstate 
commerce in 1971. 

10. Pioneer Natural Gas Co.-Pioneer is 
the parent of Pioneer Production Co. which 
sells gas in interstate commerce to Michigan 
Wisconsin Pipe Line Co., Natural Gas Pipe­
line Co. o! America, Northern Natural, Pan­
handle Eastern, and Transwestern. 

11. Amoco Gas Co.-Amoco is a sub~idiary 
of Standard 011 of Indiana. Together with 
Midwest, another Indiana Standard subsidi­
ary, Amoco ranks second behind Exxon in 
natur<£1 gas sales to interstate pipelines. 

12. The Dow Chemical Co.-Dow is an in­
dependent natural gas producer. 

13. Houston Pipeline Co.-See Intra tex Gas 
Co. 

14. Pennzoll Pipeline Co.-Pennzoil Pipe­
line is a subsidiary of Uni'jed Gas Pipeline. 
which is a subsidiary of PennzoU United, 
Inc. Pennzoll United Inc. is also the parent 
oi' Pennzoll Producing Co., Pennzoll Petro­
leum, Ltd., Pennzoll Offi.shore Gas Operators, 
Inc., and Pennzoil Louisiana and Texas Off­
shore, Inc. Pennzoil United and its aftlliates 
were the largest buyer of Offshore Louisiana 
leases in the December 1972 Federal offshore 
lease sale, and in June 1973 they had high 
bids totaling over $800 million in the Texas 
Offshore lease sale (out of a $1.6 billion total 
of high bids). Pennzoll is therefore one o! 
the largest potential offshore gas producers. 
Their 1971 interstate sales totaled nearly 250 
million cubic feet. 

These then are the buyers who are bidding 
up the intrastate price in the Permian Basin. 
Surely one can be forgiven for suspecting 
that when Pennzoil, Amoco, Coastal States, 
et al., acting as intrastate buyers, bid up the 
price of gas, there may be some potential 
for certain fairly obvious ulterior motives. 
A complete list of all the major intrastate 
buyers in major producing areas who were 
identified by the FPC in the 1972 intrastate 
price survey is presented in Table 18. It 
would be quite incredible, in view o! this 
information, to permit these parties to go 
on establishing so-called intrastate "market 
prices'' which they and their own corporate 
amuates subsequently press upon the inter­
state market. Surely this gaping regulatory 
loophole must be closed 1! regulation is to 
work. The exemption presently undermines 
the Federal goverment's abllity to regulate 
interstate commerce. 
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TABLE 18.- INTRASTATE BUYERS IDENTIFIED IN THE 1972 FPC SURVEY OF INTRASTATE. NATURAL GAS PRICES 

[Docket R389Al 

Also a gas 
producer? 1 Interstate pipelines served in 19711 

1. Pecos Growers Oil Co _________________ Yes __ __ ____ Lone Star Gas Co., Natural Gas Pipeline Co., El Paso Natural Gas Co., Arkansas Louisiana Gas Co., Cities Service Gas Co., Colorado Inter-
state, Florida Gas Trans. Co., Michigan Wisconsin Pipeline Co .• Northern Natural Gas Co., South Texas Natural Gas Gathering co. Ten-
nessee Gas Pipelin~. Texas Eastern Trans. Corp., Trunkline Gas Co., Transcontinental Gas P.L., United Gas Pipeline Co. ' 2. Pecos Growers Gas Co ________________ __ Yes ___ __ ___ See Pecos Growers 011 Co above. 

3. Delhi Gas Pipeline Corp _________________ Yes_ _______ Do. 
4. lntratex Gas Co _____ __ __ _____ _________ _ Yes __ ____ __ Consolidated Gas Supply Corp., Natural Gas P.L. Co., South Texas Nat. Gas Gath., Texas Eastern Trans. Corp., Texas Gas Pipe line, Tra ns-

continental Gas Pipeline Corp., Val!ey Gas Trans. Inc. 
5. Houston Pipeline Co _- - --------- - ----- - Yes ______ __ See lntratex Gas Co. above. 
6. Dow Chemical Co _______________ _______ Yes __ ______ None in 1971. 
7. Lo-Vaca Gathering Co. __ _ -------------- Yes ________ Cities Service Gas, Colu~bi~ Gas Trans., Consolidated Gas Sup., ~one Star Gas ~o .•. Natu ral Gas P.l.,_ Co., South Texas Natural Gas Gathering 

Co., Tennessee Gas P1pellne, Texas Eastern Trans., Transcontmental Gas P1pellne Corp., Trunklme Gas Co., Arkansas Louisiana Gas El 
Paso Natural Gas Co., Northern Natural Gas Co., Colorado Interstate Gas, Florida Gas Trans. Co. ' 8. Texas Utilities Fuel Co ________ ___ _____ __ Yes ____ ___ _ None in 1971. 

9. BTA Oil Producers ______ __________ _____ Yes ___ ____ _ El Paso Natural Gas Co. 
10. Lone Star Gas Co ___ ___ __ _____ ______ ___ Yes ____ ____ Arkansas Louisiana Gas, Lone Star Gas Co., Natural Gas P.l. Co., Panhandle Eastern P.L., Texas Eastern Trans., Transcontinental Gas 

Pipeline Corp., United Gas P.L. Co. 
11. Pioneer Natural Gas Co _________________ Yes ________ Michigan Wisconsin P.L., Natural Gas, P.L. Co., Northern Natural Gas Co., Panhandle Eastern P.l. 
12. Pennzoil Pipeline Co _______ ______ ______ Yes ________ United Gas Pipeline Co., Arkansas Louisiana Gas Michigan Wisconsin P.L., Natural Gas P.L. Co., Sea Robin P.l. Co:t South Texas Natural 

Gas Gathering Co., Souti1ern Natural Gas Co., Tennessee Gas Pipeline, Texas Eastern Trans., Texas Gas Trans. ~.;orp., Transcontinental 
Gas Pipeline Corp., Trunkline Gas Cl., United Gas Pipeline Co., Columbia Gas Trans., Consolidated Gas Sup., Transwestern P.L. Co. 

13. Amoco Gas Co ____ ____ ____ --·- ____ - _ Yes __ ----- Arkansas Louisiana Gas C'l., Cimarron Trans. Co., Cities Service Gas Ca., Colorado Interstate Gas, Columbia Gas Trans., El Paso Natural Gas 
C:J., Fl'lrida Gas Trans. Co., Lone Star Gas CJ., Michigan Wis. P.L. C:>., Miss. River Trans. Corp., Montana Dakota Utility Co., Mountain Fuel 
Sup. Co., Natural Gas P.L. Co., Northern Natural Gas Co., Northern Utilities Co., Panhandle Eastern P. L., Sea Robin P.l. Co. Southern 
Nat. Gas Co. Tennessee Gas Pipeline, Texas Eastern Trans. Corp., Texas Gas P. L. Corp., Texas Gas Trans. Corp., Transcontinental Gas 
P.L., Transwest%1 P. L. CJ., Trunkline G~s Co., United Gas P.L. Co., Valley G3s Trans., Inc. 

4. Llano, Inc ____________________ ----- __ No ••• ___ _ N/A. 

TEXAS GULF COAST 

1. Amoca Gas Co _____________ _ ---- --- __ Yes ___ __ ___ See Amoco Gas ~ Permian Basin. 
2. Atlantic Richfield Co ____ _________ ----- Yes ________ Arkansas Louisiana Gas Co., Cimarron Trans. Co., Cities Service Gas Co., Colorado Interstate Gas Co., Columbia Gas Trans. Corp., El Paso 

Natural Gas Co., Florida Gas Trans. Co., Kansas Nebraska Natural Gas Co., Lone Star Gas Co., Michigan Wisconsin Pipeline, Montana 
Dakota Utility Co., Mountain Fuel Supply Co., Natural Gas P. L. Co., Northern Natural Gas Co., Northern Utilities Co., Panhandle Eastern 
P. L. South Texas Natural Gas Gathering Co., Southern Natural Gas Co.t.-Tennessee Gas Pipeline, Texas Eastern Trans. Corp., Texas Gas 
Trans. Corp_.,_ Transcontinent~l Gas P. L. Co., Tran~~estern _P. L. Co., Hun kline. Gas Co., United Gas P. L. Co. West Texas Gath. Co., 

3. Channel Industries Gas Co __ Yes __ .•.• -- Arkansas Lou1s1ana Gas Co., C1marron Trans. Co., C1t1es Serv1ce Gas Co., Columb1a Gas Trans. Corp., El Paso Natural Gas Co., Florida 
Gas Trans. Co., Michigan Wisconsin P. L. Co., Mississippi Fiiver Trans. Corp., Montana Dakota Utility Co., Mountain Fuel Supply Co. 
Natural Gas P. L. Co., Northern Natural Gas Co., Ok1ahoma Natural Gas Gathering Corp., Panhandle Eastern P. L. Co., South Texas Natural 
Gas Gathering Co., Southern Natural Gas Co., Tennessee Gas Pipeline, Texas Eastern Trans. Corp., Texas Gas Trans. Corp ., Trans­
continental GasP. L., Trunkline Gas Co., United Gas Pipeline Co., Western Trans. Corp., Kansas Nebraska Nat. Gas Co. 

4. Coastal States Producing Co _____________ Yes _______ _ See Lo-Vaca Gathering Co.-Permian Basin. 
5. Texas Gas Utilities Co _______________ ___ Yes_ ____ __ _ Do. 
6. Texas Southeastern Gas Co _______ _____ __ Yes___ ___ __ Do. 
7. Lo-Vaca Gathering Co ___________ _______ Yes_____ __ _ Do. 
8. Continental Oil Co _. _-- -- - -- - ---------- Yes _______ _ Arkansas Louisiana Gas Co., Cascade Natural Gas Corp., Cities Service Ga~ C~ .• Colo fa do l~terstate Gas Co., El Paso Natur_a! Gas Co., Florida 

Gas Trans. Co., Kansas Nebraska Natural Gas Co., Lone Star Gas Co., M1ch1gan W1sconsm P. L. Co., Montana Dakota Ut1llty Co., Mountain 
Fuel Supply Co., Natural GasP. L. Co., Northern Natural Gas Co., Northern Utilities Co., Panhandle Eastern P. L Co., South Texas Natural 
Gas Gathering Co., Southern Natural Gas Co., Tennessee Gas Pipeline, Texas Eastern Trans. Corp., Texas Gas Trans. Corp., Transcon­
tinental Gas P. L., Transwestern P. L. Co., Trunkline Gas Co., United Gas P. L. Co., West Texas Gathering Co. 

9. Delhi Gas Pipeline Corp _________________ Yes _______ _ See Delhi Gas Pipeline Corp.-Permian Basin. 
10. Dow Chemical Co ____ ________ __________ Yes __ __ ____ None in 1971. . . 
11. Houston Pipeline Co ____ ___ _____________ Yes __ ______ See lntratex Gas Co.-Perm12!' Basm: 
12. Lone Star Gas Co __________ ____________ Yes _____ ___ See Lope Star Gas Co.-Perm1an Basm. 
13. Pennzoil Pipeline Co __ ______ _____ __ ____ Yes ___ _____ See Pennzoil Pipeline Co.-Permian Basin. 
14. Phillips Petroleum Co __________________ Yes ___ _____ Arkansas Louisiana Gas Co., Cities Service Gas Co., Columbia Gas Trans. Corp., Delta Gas, Inc., El Paso Natural Gas Co., Florida Gas Trans. 

Co. The Jupiter Corp., Lone Star Gas Co., Louisiana Nevada Transit, Michigan Wisconsin P. L. Co., Mississippi River Trans. Corp., Natural 
Gas P. L. Co., Northern Natural Gas Co., Panhandle Eastern P. L. Co., Southern Natural Gas Co., Tennessee Gas Pipeline, Texas Eastern 
Trans. Corp., Texas Gas Trans. Corp., Transcontinental Gas P. L. Corp ., Transwestern Pipeline Co., Trunkline Gas Co., United Gas PipeliPe 
Co., Valley Gas Trans., Inc., Western Gas Interstate Co. 

15. American Smelting & Refining Co _______ _ No __ _____ _ N/A. 
16. Goodyear Tire & Rubber Co ______ _____ __ No ___ ___ __ N/A. 
17. Houston Chemical Co _______ _______ __ ___ No _____ __ _ N/A. 
18. Olin CorP- - ------- - --- -- - - ----- ------ - No _______ _ N/A. 

SOUTH LOUISIANA 

1. Continental Oil Co ___ __________________ Yes ______ __ See Continental 011 Co.-Texas Gulf Coast. . . · 
2. Allied Chemical Corp ___________________ Yes ________ El Paso Natural Gas Co., Lone Star Gas Co., Natural Gas P1pelme Co., Northern Natural Gas Co., Oklahoma Natural Gas Gathering Corp., 

Panhandle Eastern P. L. Co., Southern Natural Gas Co., Texas Eastern Trans. Corp., Texas Gas Pipeline Corp., Texas Gas Trans. Corp., 
Transcontinental Gas P. L Corp., Transwestern Pipeline Co., United Gas Pipeline Co. 

3 Monterey Pipeline Co ___ . ___ . ------ · -- Yes •. . ___ _ Arkansas Louisiana Gas Co., Colorado Interstate Gas Co., Columbia Gas Trans. Corp.L El Paso Natural Gas Co., Florida Gas Trans. Co.; 
· Kansas-Nebraska Natural Gas Co., Lone Star Gas Co., Louisiana Nevada Transit, Micnigan Wisconsin P. l. Co., Montana Dakota Utilities 

Co., Mountain Fuel Supply Co., Natural Gas P. L. Co., Northern Natural Gas Co., Panhandle Eastern P. L. Co., Plaquemines Oil & Gas 
Co., Southern Natural Gas Co., Tennessee Gas Pipeline, Texas Eastern Trans. Corp., Texas Gas Trans. Corp., Transcontinental Gas P. L 
Corp., Transwestern P. L. Co., Trunkline Gas Co., United Gas P. L. Co., West Texas Gathering Co., Western Gas Interstate Co. 

4. Louisiana Intrastate Gas Corp _____ __ •• No __ . - -- N/A. 

OTHER SOUTHWEST 

1. Arkansas Western Gas Co __ _____________ Yes ________ None in 1971._ . . . • . . 
2 Arkansas Louisiana Gas Co __ ___ __ __ __ __ _ Yes _____ ___ Arkansas Lou1s1ana Gas Co., Arkansas Okla. Gas Corp., MISSISSIPPI RIVer Trans. Corp., Texas Gas Trans. Corp. 
3: Western Gas Corp _______ ______ _________ Yes __ ___ ___ Kansas-~ebras~a N_atural Gas Co., ~ities Se_rvice Gas Co., Texas Eastern Trans. Corp. 
4. Delhi Gas Pipeline Corp ___ __________ ___ Yes ____ __ __ See D~llu Gas P1pehne Corp.-Perm1an Basm. . 
5 Bi Stone Fuel Co _____________ ___ _______ Yes ________ None 111 1971. 
6. Lone Star Gas Co ____ ____ _____ ____ __ ___ Yes ____ __ __ See Lone Star Gas Co.-Permian Basin. 
i Oklahoma Natural Gas Co ______ ____ ____ _ Yes __ _____ _ Arkansas Louisiana Gas Co., Cities Service Gas Co., Michigan Wisconsin P. L. Co., ~atural GasP. L. Co., Northern Natural Gas Co., Oklahoma 
• Natural Gas Gathering Corp., Panhandle Eastern P. L. Co., Transwestern Pipeline Co. 

8 Oklahoma Natural Gas Storage Co __ __ __ __ Yes _____ ___ See Oklahoma Natural bas Co. above. • 
9: Pioneer Natural Gas Co ___ _______ _____ __ Yes _______ _ Michigan Wisconsin P.L. Co., Natural Gas P.l. Co., Northern Natural Gas Co., Panhandle Eastern P.L Co., Transwestern P1pellne Co. 

10 Kansas-Nebraska Natural Gas Co., Inc ____ Yes ________ See Western Gas Corp.-Other southwest. . 
11. Anadarko Prod. Co _______ _____________ _ Yes _______ _ Arkansas Louisiana Gas Co., Cities Service Gas Co., Colorado Interstate Gas Co., Kansas-Nebraska Natural Gas Co., Lone S_ta~ Gas Co.J 

· Michigan Wisconsin P.L. Co., Natural Gas P.L. Co., Northern Natural Gas Co., Panhandle Eastern P.L. Co., Texas Gas TransmiSSion Corp.J 
United Gas Pipeline Co., Panhandle Producing Co., Colorado Interstate Gas Co. 

12. Phillips Petroleum Co __________________ Yes ________ See Phillips Petroleum Co. - Texas Gulf Coast. 
13. Southwestern Gas P.L .- - -------------- No _______ __ N/A. 
14. The LBA Co., Inc ______ __ __ __ ___ ____ ___ No ______ ___ N/A. 
15. Coastal Chemical Corp ____ _______ __ __ __ _ No ___ ______ N/A. 
16. Oklahoma Gas & Electric Co __ ____ __ _____ No _________ N/A. 
17. Transok Pipeline Co ______ __ ________ ____ No _________ N/A. 
18. Reynolds Metals Co _______________ ____ _ No _________ N/A. 
19. Mississippi Chemical Corp ________ _____ _ No ______ ___ N/A. 
20. Mississippi Power & Light Co ____ ________ No __ ______ _ N/A. 
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ROCKY MOUNTAIN 

1. Amoco Gas CO---- --- --- --- - ----------- Yes ______ -__ See Amoco Gas Co.-Permian Bas)n. • 
2. Colorado Interstate Gas Co ___ ______ ____ _ Yes ___ _____ See lo-Vaca ~a!hering Co.-Permian Basm. 
3. Koch Industries, Inc ____________________ Yes ________ Arkansas Lou1S1a~a Gas Co., El Paso Natural Gas Co. 
4. Koch Oil co ___________________________ Yes ________ See Koch lndustnes above. . .. 
5. McCulloch Gas Processing Corp _____ _____ Yes ________ McCul.louch Interstate Gas Corp., Montana Dakota Ubhbes Co. 
6. Mountain Fuel Supply Co __ _____ ________ Yes ________ None 10 1971. 
7. Southern Union Gas Co ____ ____ __ _______ Yes ______ __ El Paso Natural Gas Co. 

~: f~~~sG~;scCor-p~~===== ================= ~~========= ~~} 10. Thomas G. Vessels _____________________ No _________ N/A. 

1 Either the company named or an affiliate. 

Mr. PHll..IP A. HART. A difficulty in 
understanding the lack of competition in 
this industry is that it is usually docu­
mented with percentages, tables, and 
charts. 

Let me :flesh out those bones a little 
with an example from the real world of 
what such intermingling produces. 

Let us look at the request before the 
Federal Power Commission last fall for 
45 cents per thousand cubic feet for 
gas which would be paid the producer, 
Sun Oil Co., by Truckline, a pipeline 
company. 

According to the staff brief filed in 
the proceeding, there had been an agree­
ment signed in 1971 between the two 
companies that when gas was to be pro­
duced it would be priced by a formula 
which would allow Sun Oil Co. the higher 
of three possible rates. The possibles 
were the highest area rate prescribed by 
the Federal Power Commission, or the 
highest unconditional rate any Federal 
agency is approving for offshore Louisi­
ana or 30 cents per thousand cubic feet. 

When it was time to sign the produc­
tion contract, the highest rate of the 
three possibles would have been 30 cents. 
Yet, the buyer-Truckline-did not in­
sist on getting the gas at 30 cents but 
joined Sun Oil Co. in requesting 45 cents. 

Very strange-until you learn that a 
partner with Sun in the production ven­
ture was Anadarko Production Co., a 
subsidiary of Panhandle Eastern. Pan­
handle Eastern also happens to be the 
owner of Truckline. 

That is the real world-and that is 
why we cannot trust this market to de­
liver to consumers sufficient natural gas 
at reasonable prices. 

Mr. President, the question of the com­
petitiveness of this industry has time and 
time again been before the Supreme 
Court. Each time the court has ruled that 
this is not a competitive industry. In 
light of that, to pass the amendment 
without restructuring ·the industry, I 
think, will guarantee us that we will get 
higher prices indeed but will not get suf­
:ficient quantities of natural gas. 

This bill also proposes removal of 
price controls on domestic crude oil. The 
effect of this again will be to make do­
mestic crude prices rise to the level set 
by the OPEC cartel. It is difficwt to 
justify this measure on any theory. A 
price increase on such a basic necessity 
will have a disproportionate effect on 
poor and lower income peoples. The l'e­
sulting increase in heating fuel prices in 
particular could be ruinous. But worse, it 
is diftlcult to foresee any offsetting bene­
fits. It is inconceivable that such price in­
creases could elicit any additional supply. 

First of all, the present price incentive 
for producing an additional new barrel 
of oil is more than $17. This is a result of 
the fact that the present price regula­
tions permit a producer to realize not 
only the $11.50 for the barr~l of new oil, 
but it also permits the relea-se from price 
controls of a barrel of old oil. This per­
mits him to realize an additional $6. 
Moreover, there is a physir.allimit as to 
how fast domestic production can expand 
in response to any price increase. It is 
perfectly obvious to anyone who has 
followed the problems related to the 
supply of ~ill pipe and drilling rigs that 
we are already at the oute~· edge of our 
shortrun producing capacity. 

Senator GRAVEL's proposal would de­
l'egulate oil and ga-s prices-but with an 
excess profits tax. Simply removing the 
oil ceiling price and permitting old oil 
prices to rise by $6 or $7 a barrel would 
cost consumers something over $12 bil­
lion. Gas deregulation would cost con­
sumers an additional $9.2 billion to $11.2 
billion the first year. I doubt if the 
Treasury would recover anything like 
this in increased tax revenues. But even 
if the full amount of the increa-se went 
to the Treasury, I would oppose it. What 
we need to worry about right now are the 
prices paid by consumers, rather than 
whether or not the benefit of higher 
prices goes to the industry or whether 
some part of it goes to the TJ.·easury. 

Beyond this, I have some problems 
with excess profit taxation directed at 
any particular industry. Maybe a great 
many industries have run high profits. 
Aluminum prices have risen sharply, and 
Alcoa's profits last year went up 66 per­
cent over 1973. Steel prices have been 
among the most rapidly rising in the 
economy. United States Steel's 1974 
profits were 95 percent higher than in 
1973. Chemical prices have gone up, and 
the rate of retw·n in the chemical in­
dustry exceeds that of the petroleum 
industry. Should we also put excess 
profits taxation on aluminum, steel, and 
chemicals? 

Now, would Senator GRAVEL's amend­
ment take very much from the oil in. 
dustry? I do not know. A 15 percent 
rate of return on total investment-not 
just stockholders' equity-is not ungen­
erous. It may be even higher than the 
industry's present rate of retw·n on in­
vestment. Granted price increases could 
raise this fw·ther. But, I am sure that 
any excess profits taxes would be more 
than offset by present levels of qualified 
investment, as provided in the Senator's 
amendment. 

Mr. President, for the~e reasons I OP· 
pose the amendment. 

Mr. President, I ask unanimous con­
sent that the tables referred to in my 
statement be inserted at appropriate 
places in the RECORD. 

There being no objection, the table was 
ordered to be printed in the RECORD, a~ 
follows: 
TABLE I.-CONCENTRATION OF THE AVAILABLE NEVI GAS 

SUPPLIES AS OF DEC. 31, 1971 AND JUNE 30, 1972 t 

(Percentage of reported uncommitted reserves controlled by 4 
and 8 largest producers) 2 

Dec. 31, 1971 June 30, 1972 

4 8 4 8 
Producing area largest largest largest largest 

Permian Basin ___________ 63. 6 86.5 80.6 94.2 
Hugoton Anadarko ________ 76.6 94.5 62.6 83.3 
Other Southwest__ ________ 93.3 98.6 94.4 99.3 
South louisiana: a 

Onshore----- ____ ------ 96.9 99.6 92.3 98.4 
Offshore (Federal) ______ 57.0 83.3 49.6 74.9 
Offshore (State) ____ ____ 84.5 100.0 94.9 100.0 

Texas gulf coast: • Onshore ________ __ ___ __ 89.4 96.7 84.4 92. 4 
Offshore (Federal)_----- 98. 5 100.0 100.0 100.0 
Offshore (State) _____ ___ 100.0 100.0 100.0 100.0 

Rocky Mountain __________ 63.4 82.9 70.4 86.0 
Appalachian _________ ---- - 99. 6 100.0 100.0 100.0 
Unclassified: 

Michigan ___ ----------- 100.0 100.0 ---------------~ 
California __ -------- - ___ 95.4 100.0 94.3 100.0 
Miscellaneous __________ 87.7 99.9 98.0 100.0 

Alaska"----------------- 93.9 99.9 93.9 99.9 

t Concentration ratios are based on individual company re• 
serve reports. To the extent that 2 or more companies report 
pro rata ownership shares of jointly held leases for which there 
is a single operation, the concentration ratios tend to under• 
estimate the actual degree of seller concentration. 

2 Reports were obtained from 79 large producers. These 
producers provide mos of the gas sold to interstate pipelines 
(e.g., in 1971 the top 22 supplied over 70 percent of all interstate 
gas). Nevertheless, to the extent that nonreporting small 
producers may have had significant volumes, the ratios reported 
here tend to slightly overstate actual market concentration. 

a Combined concentration ratios for the south louisiana area 
are not available Onshore represents 44 percent of the total, 
offshore (Federal) 53 percent, and offshore (State) 3 percent. 

' Combined concentration ratios for the Texas gulf coast area 
are not available. Onshore represents 47 percent of the total 
offshore (Federal) 51 percent, and offshore (State) 2 percent. 

& Does not include 26,000,000,000 ft J in North Slope reserves 
reported in the aggregate for all companies by 1 producer. 

TABLE 2-JOINT VENTURES IN THE OIL PIPE­
LINE INDUSTRY 

Pipeline company and coowners: 

Percent 
held by 

each. 

Badger Pipeline Co. (a.ssets=$0E2,· 
400,000): 

Atla.ntic·Richfield ----·--··---· 34 
Cities Service----------------·-- 32 
Texaco --------------·---·------ 22 
Union OiL------·----·---·------ 12 

Dixie Pipeline Co. (a-ssets=$46,400,• 
000): 

AJnoco ------------·--·-··---·- 12.1 
Atlantic-Richfield -·--··--··---- 7. 4 
Cities Service----·-------------- 5. 0 
Continental -·-------------·---- 4. 1 
Exxon ----·--------------·----- 11.1 
~Iobi1 ------------·-··-··---·--- 5.0 
Phillips -------·-----·----·---- 14. 5 
Shell----·---------·-··-----··-- 5.6 
Texaco-----·----------·--·----- 6.0 
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TABU 2:--J.<lllll:l:. "qElltrD'aES, IN. 'ISJI:. Ou. PIPE­

LINE INDUSTRY-Continued 
Percent 
heltl by 

each 

Chicago. Pipeline Co.. 
(a.ssets==$25,600,000): 

Union 011--------------
Se- the- motion to. lay. on the table- was 

~4: agre b 
33. 2. AMENDMENT NO. 205 

Clark ----~------------------­
AD1oco ----------------------

21.4 Mr. KENNEDY. Mr. President, I call 
Dixie Pipeline Co.-Continued Cook Inlet Pipeline Co.: 

(iulf --------------------------- 18.2 
~ansco ------------------------ 3.6 

Atlantic-Richfiel -----------
~rathon. ---------------­
Union Oii-----------------

211 
3G 
3U' 
2 

All1ed ChemicaL---------------- 8. 6 
!4obll ----------------------Laurel Pipeline Co. (assets=$35,900,-

000) : Texas-New ~exico Pipeline Co. 

Ciul! --------------------------- 19.1 
(assetS=$30,500,000): 

Texaco------------------------- 33.9 Texaco ----------------------- 45 
Atlantic-Richfield ------------ 35 Sohio -------------------------- 17.0 Cities Service_________________ 10 Colonial Pipeline Co. (a.ssets=$480,-

200,000): Cietty ------------------------ 10 
Annoco ------------------------- 14.3 The PRESIDING OFFICER. The ques­

tion is on the motion to table. Atlantic-Richfield ------------- 1. 6 
Cities S.enic~---------- 14. 0 M-r. JACKSON, I ask for the yeas and 

nays. Co.ntine:nta.l ------------- 7. 5 
~nlips ------------------------ 7.1 The PRESIDING OFFICER. Is there Texaco ------------------------ 14.3 

-------------------------- 16.8 a sufficient second? 
S:Jbio ------------­
~obll -------------------------­
Union 011-----------------------

P!anta.tion Pipeline Co. (assets= 
$17.6,10(),(100): 

Exxon-------------------------­
Shell' -------------------------Refiners Oil Corp _______________ _ 

Four Corners Pipeline Co. (assets= 
$20,900,000) :-

Shell -------------------------­
C ------------------­
~ ---------------------------
Cont~ental ------------------­
Atlantic-Richfield. -----------
Sup.e-rior ------------------

Olympic Pipeline C.O. 
( assetS=$3.<l, 700,000) : 

Shell ----------------------­
~1ob11 ----------------------­
Texaco -----------------------Wolverine Pipeline Co. 

( assetS=$2!.800,000) : l!TJlion on ____________________ _ 

~obil -----------------------­
Texaco ----------------------­
C!:llad'k --------------~-----
aratho~ --------------------Cities. Servlce __________ _ 

Sh 11 ----------------------
Plme.. Pipellim· co. 

tassets:=$33,000,000}: 
Contuxental ------------------
~atho~ --------------------t1n10lll (l)1l'_ ___________________ _ 

Atlantie-Rfuhfield ------------
~f _______ : ________________ _ 

Wat-Shore.. Pipeline Co. 
t ts=$17 ,600,000) : 

Shell -----------------------­
Axnoco ----------------------­
l\1bbil ---------------------
1:exaco -----------------------
:rvrarathon --------------------
Clark ------------------------Cities service •• _____________ _ 

Continental ----------------­
Union 011---------------------
Exxon -----------------------

yeo Pipeline Co. 
(assetS=$14,100,000): 

AD1oco ----------------------­
Texaco ----------------------­
~obil ------------------------

Yell(twston& Pipeline Co. 
(!l!SSetS=$1:&,000,90G-): 

Cc:>ntinenta} ------------------
Exxon ----------------------­
liusky ----------------------­
Union 011---------------------

West Texas Gulf Pipelin-e Cu. 
(assetS=$1rr,soo,ooo) : 

Gulf -------------------------Cities Service _______________ _ 

Sun -------------------------
Union 011---------------------

SohiQ ------------------------

--- --· --

9~0 
11.5 
4.0 

48.8 
2'4.0 
27. 1 

25 
25 
20 
10 
10 
10 

43.5 
29.5 
27.0 

There is a sufficient second. 
The clerk will call the roll. 
The assistant legislative clerk ealled 

the ron. 
Mr. ROBERT C. BYRD. I announee 

that the Senator from Texas <Mr. BENT­
SEN) and the-Senator from-Missouri <Mr. 
SYMINGTON) are neeessarlly absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN) iS 
absent on official business. 

Mr. GRIFFIN. I announce that the 
Senator from Nebraska <Mr. HRUSKA), 
the Senator from Oregon <Mr. PAcK­
wooD), the Senator from Alaska <Mr. 
STEVENS) , and the Senator from Texas 
<Mr. ToWER) are necessarily absent. 

I further announce that the Senator 
from Oh1o <Mr. TAFT) is absent due to 
illness. 

26 On this vote, the Senator from Ohio 
21 <Mr. TAFT) is paired with the Senator 
17 from Texas <Mr. TowER). 
11 If present and voting, the-Senator from 
10 Ohio would vote "yea" and the Senator 

8 from Texas would vote "nay." 7 
The result was announced-yeas 66, 

nays 25, as follows: 
[Rollcall Vote No. 106 Leg.] 

YEAs-66 

20 
25 
15 
25 Abourezk Hart, Gary W. 

15 Allen Kart, Philip A. 
Morgan 
Moss 
Muskle 
Nelson 
Nunn 
Pasto.re 
Pearson 
Pll 

20 
16.5 

14 
9 
9 
8 
8 

6.5 
5.5 
3.5 

Bayh Hartke 
Beall Haskell 
Biden Hatfield 
Brooke Hathaway 
Bumpers Hollings 
Burdick Huddleston 
Byrd, Robert C. Humphrey 
Cannon Inouye 
Case Jackson 
Chiles Javits 
Church Kennedy 
Clark Leahy 
Cranston Magnuson 
Culver Mansfield 
Domenicl Mathias 
Eagleton McClellan 
Fong Mcintyre 

40 Ford Metcalf 

Percy 
Proxnnire 
Randolph 
Ribieotf 
Roth 
Schweike.r 
Scott, Hugh 
Stafford 
Stevenson 
Stone 
Talmadge 
Tunney 
Williams 
Young 

40 Glenn Mondale 
20 Griffin Montoya. 

40 ~~~~tt 
40 Bellmon 

6 Brock 
14 Buckley 

Byrd, 

57.7 
11.4 
12.6 
9.0 
8.2 

Harry F., Jr. 
Curtis 
Dole 

Bentsen 
Hruska. 
McGovern 

NAYS-25 

Ea'Stland Long 
Fannin McClure 
Garn McGee 
Goldwater Scott, 
Gravel W1lltam L. 
Hansen Sparkman 
Helms Sten:ni.s 
J.ohnston Th.ul:mond 
Laxait Weicker 

NOT VOTING--8 
Packwood 
stevens 
Symington 

Taft 
Tower 

up my amendment No. 205. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The legislative clerk read as follov.'s: 
The-Senator from Massachusetts (·Mr. KEN­

NEDY) proposes annendm.ent No. 205. The 
amendment is as. follows: 

On pa.g& 40 beginning with line 6, strike 
out- through the- matter appeaTing be-low 
line 16 on page 43 and insert in lieu thereof 
the following: 
SEC. 101. REFUND OF 1974 INDIVIDUAL !NCO.'l:E 

TAX. 
(a) lN.GENEit..tr..-Sub!'art A of chapter IV 

o! subchapter A of chapter 1 is amended by 
renumberiilg section. 4Z as 46 and inserting 
after section 41 the following new section:-
"Sr::c. 43. PERSONAL EXEM.PriONS. 

"(a) CiENDAL Rur.E.-There shall be al­
lowed. as a credlt against tl'le tax imposed by 
this chapter !or the: taxable year an. annuunt 
equal to $50 multiplied by the nunnber of 
exemptions. to which the- taxpayer is entitled 
under sectiou151. 

"(h) LIMITATION .-That portion of the 
annount of the credit allowed under subsec­
tion (a) which exceeds an annount equal to 
$25 D1ultiplied by the number of exemptions 
to which the taxpayer is entitled under sec­
tion Ic51 shall be redUced (but not to an 
amount less than 0) by an amount which 
bears the sazne ratio to an annount equal to 
$25 nnultiplled by the number of exelllptions 
to which the taxpayer is entitled under sec­
tion 151 as the annount by which the ad­
justed gross inconne (as defined in section 
62) of the taxpayer for the taxable year ex­
ceeds $20,ooo·bears to $10,000.". 

{b) REFUND To BE ~1ADE WHERE CREDrT 
EXCEEDS LlABILrrY FOR TAX.-

( 1) Section 6401 (b) (relating to . ces­
sive credits) is annended-

(A) by inserting ", 42 (relating to earned 
inconne credit), 43 (relating to personal ex­
ennptions) ,"before "and 667(b) ";and 

(B) by striking out "and 39" and insert­
ing in lieu thereof ", 39, 42, and 43". 

2J Section 620l(a) (4) (relating to assess­
ment authority) is amended by-

(A) inserting", 42 or 43" after "section 39'' 
in the caption of such section; and 

(B) inserting "42 (relating to earned in­
conne credit) or 43 (relating to personal ex­
emptions)" 1D1nnediately before "the annount 
so overstated". 

(c) EFFECTI.VE DATL.-The amendnnents 
made by this section shall apply to taxable 
years beginning after Decennber 31, 1973, and 
be!ore January 1, 1975. 

Mr. LO TG. Mr. President, will the 
Senator yield for a unanimous-con ent 
request? 

Mr. KENNEDY. I yield. 
Mr. LONG. Mr. President, I ask unani­

mous consent that debate on the amend­
ment be limited to l(J minutes, to be 
equally divided between the sponsor and 
the manager of the bill. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

Mr. KENNEDY. Mr. President, may e 
have order? 

The PRESID G CJFFICER. The Sen-
ate will he in order. senators will take 
their seats. 
· Mr; KENNEDY. ltfi'. President~ on the 
desk oC each senator is a brief' d~rip­
tion of what t1'lis anrendlnent · do. I 
h()l)e' Me :bers wni talte- a loo at this 
d'esc1·ip loo. 
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The amendment changes the method 

of calculating the 1974 rebate. Instead 
of using the percentage rebate initially 
proposed by the President and adopted 
by the Ways and Means Committee of 
the House of Representatives and then 
by the Finan-:e Committee, my amend­
ment substitutes a simpler rebat-e, equal 
to $50 per person. The revenue effect is 
essentically identical to the Mansfield 
version of the committee amendment 
now before the Senate. 

If Senators will look at the printed 
description, they will see how the $50 per 
person rebate is distributed among the 
various income groups. They will see that 
compared to the Senate committee re­
bate more of the benefit goes to low- and 
middle-income groups, as compared to 
the Senate committee rebate. 

An important advantage of the $50 
approach is its simplicity. This rebate is 
designed for people, not computers. Yet 
the present committee version is a com­
plex rebate with percentages, maximums, 
and minimums. Every individual will 
have a difficult time understanding the 
amount of the rebate he will actually 
receive. 

Under the amendment I propose, the 
amount of the rebate will be ve1·y clear. 
It is $50 per individual, $100 per couple, 
$200 for the couple over 65, $200 for a 
family of four, $300 for a family of six. 
So it has the advantage of simplicity. 

But most important of all, it has the 
further advantage of providing equity 
for families. It is unfair for a family 
of two or four or six to get the same re­
bate that a single person gets at the same 
income level. 

Finally, there is the fm'ther advantage 
that, in terms of economic impact, the 
fact that the greatest benefits go to the 
lower income groups, will increase the 
likelihood that the rebate will be spent 
and that it will therefore accomplish its 
purpose of stimulating the economy. 

For simplicity, for equity within the 
various economic groups, for help to 
hard-pressed families, for help to the 
poor, for its more efficient economic 
impact-for all of these factors, I think, 
this amendment is an improvement over 
the committee version. 

I reserve the remainder of my time. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LONG. I yield myself 10 minutes. 
Mr. President, in the first place, the 

complication is no problem here. Both 
the House bill and the Senate bill have 
been carefully considered with the Treas­
ury computers in mind. The computers 
can handle either bill very easily. As a 
matter of fact, the computers are pres­
ently being programed so they can 
handle either the Senate version o1· the 
House version. In any event, because 
both the House and the Senate bill have 
been made up with computer technology 
in mind, the computers can mail the 
checks out without any difficulty. 

The House took the administration 
l'ecommendation and drastically altered 
the tax reduction downward to favor the 
middle and lower income brackets. The 
Senate Committee on Finance did the 
same thing. We adopted the Mondale 
amendment, which further tilted the in-

come distribution of the tax downward 
and favored large families. 

The Senator's amendment further 
favors large families. In that respect, it 
would make the bill very much subject 
to the charge that we are discriminating 
against the single taxpayers and those 
with small families, which has already 
happened both in the Senate Committee 
on Finance and also through the amend­
ments adopted here on the floor-the 
Tunney amendment, the Talmadge 
amendment in the committee, the 
earned income credit-all of these have 
tilted the income distribution toward the 
families. So the bill is, right now, subject 
to the charge that it discriminates 
against single persons, small families, 
and middle income taxpayers. This 
amendment would make that discrimi­
nation even worse. 

Mr. President, I believe that we have 
gone about as far as one can justify. The 
House went a long way, the Senate com­
mittee went further that way, and here, 
on the Senate floor, the Senate has gone 
fw·ther and further in that direction, 
moving and shifting the income distribu­
tion to favor the lower income taxpayers, 
and further to favor the large families. 
Any addition to what has been done, in 
my judgment, would be rather unfair to 
those low-income and low- and middle­
income taxpayers, as large famllies have 
been favored every step of the way-by 
the House committee, the Senate com­
mittee, and the Senate itself, here on this 
floor. 

For those reasons, Mr. President, I be­
lieve that the rebate proposal which was 
recommended by the committee will 
probably be better. 

Keep in mind that under this bill 35 
percent of the reduction goes for low­
income brackets, 49 percent goes to the 
middle brackets and 15 percent to the 
upper brackets. The Kennedy amend­
ment would make a bigger reduction in 
the low-income brackets. 

However, I point out that we have 
some provisions in this bill that do not 
favor anybody but the low-income peo­
ple. They favor them by billions of dol­
lars through such things as the earned 
income credit and the Mondale amend­
ment. I feel, Mr. President, that to go 
any farther in that direction would leave 
us subject to the charge that we have 
very badly discriminated against the 
middle-income people who, after all, are 
those who are paying the overwhelming 
burden of taxes for this country. 

Mr. KENNEDY. Mr. President, I say 
in response, that first, the Senator is 
talking about the 1975 tax cut. I am 
talking about the 1974 rebate. It is no 
answer to say that the 1975 cut is fair, 
when the 1974 rebate is unfair. The low­
income and lower middle-income people 
deserve a fair share of the rebate. 

Second, the Senator says my amend­
ment discriminates against single per­
sons. I say, the committee bill discrim­
inates against the family. Under the 
committee rebate, a single person gets a 
$120 oy a rebate for himself. A married 
couple still gets the same $120. If they 
have two children, they get the same 
$120. If they have four children, they still 
get the same $120. It does not make 1m7 

difference if he is single, married, has two 
children or four children. He still gets 
only $120. What sort of equity is that? 

So if we want to make the argument 
on discrimination, I would say the com­
mittee bill discriminates against a mar­
ried couple with two children-that is 
the average American family. Under my 
amendment, they would receive $200, 
not $120. 

The PRESIDING OFFICER. The Sen­
ator's time has expired. 

Mr. KENNEDY. Mr. President, I ask 
unanimous consent that the factsheet 
I mentioned may be printed in the 
RECORD. 

The PRESIDING OFFICER. There 
being no objection, the factsheet was 
ordered to be printed in the RECORD, as 
follows: 

KEN NEDY 1974 TAX R EBATE A MENDMEN T 

Purpose: Change the method of gran t ing 
the 1974 tax rebate in Title I of the Act 
from the regressitre 10 percent rebate method 
in t he House bill and the 12 percent rebate 
in the Finance Committee substitute, to a 
new $50 per person rebate, based on the 
number of the taxpayer's dependents. The 
credit would be phased down to $25 for per­
sons wit h incomes of $30,000 or more. 

PRESENT BILL 

House Version: Adopts President Ford 's 
percentage rebate approach; the House for­
mula contains a 10% rebate, with a $100 
minimum, a $200 maximum, and a phase­
down to $100 for persons with incomes over 
$30,000. Revenue loss: $8.1 billion. 

Senate Substitute: 12% rebate, with $120 
minimum, $240 maximum, and phase-down 
to $120 for incomes over $30,000. Revenue -
loss: $9.7 billion. 

. KENNEDY AMENDM EN'l;' 

$50 rebate for each personal exemptioil 
claimed by the taxpayer on his return : 

Single person, $50. 
Married couple, $100. 
Couple over 65, $200. 
Family of four, $200. 
Family of SiX, $300. 
Revenue loss: $9.9 billion. 

ADVANTAGES OF KENNEDY AMENDMENT 

1. Simplicity: 1. The Kennedy per person 
rebate is simple and easy to understand. Any 
taxpayer can easily calculate the amount of 
h1:5 rebate by multiplying the size of his 
family by $50. By contrast, the percentage 
approach of the House and Senat e commit tee 
bills is a Rube Goldberg l'ebate, full of con­
:flicting rules and approaches. Most taxpayers 
won't know the exact amount of theh· rebate 
until the Treasm·y calculates it for t hem 
and they receive their rebate check in t he 
mail. 

2. Equity-the Kennedy per person rebate 
is "progressive taxation," whereas the House­
Senate committee percentage rebate 1s re­
gressive. A percentage rebate is inherently 
regressive, becaus~ it gives the largest rebate 
to those who pay the most taxes. That is 
why 43 % of President Ford's $12 billion re­
bate, even with the $1000 cap, went to per­
sons earning over $20,000. To counterract 
this inequity, the House and Senate com­
mit tee bills have been forced to adopt a com­
plex and unsatisfactory formula. with mini­
mums and maximums. And that formula still 
isn't fair to low and middle income groups. 
Congress should abandon the percentage 
method-we can't make a. silk purse out of 
a sow's ear. The accompanying table shows 
the distribution of the rebate by income 
groups. 

3. Help for Families-The Kennedy per per­
son rebate would key the rebate to the size 
of the taxpayer's family. Under the House 
and Senate Committee versions, taxpayers 
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at the same income level would receive the 
same rebate, whether they are single or mar­
ned couples, and whether they have no 
children, two ehJ.khten, or ten ehlldren. :"n 
fact, the Senate version penallzes a tax­
payer for the. size; his family-the laJ:ger 
his family, the' larger the deduction he gets 
for his dependents. As a result, he pays lower 
taxes and gets a lower percentage rebate. 

4. Help for the Poor-Unlike the House 
and Senate Committee b1lls, the Kennedy 
per person rebate is "refundable," so that it 
also helps those who work but who are so 
poor that they have no income tax llabllity. 
In the House and Senate Committee bllls, a 
taxpayer with zero tax liability gets no re­
bate; those with a tax liability less than $100 
get only a partial rebate. Under the Kennedy 
amendment, they would get the full rebate, 
so long as they have earned· income. 

5. Economic E1fect-The Kennedy reba-te 
1s more likely to be spent instead of saTed, 
since a higher proportion of the rebate go.es 
to low and middle income groups. These 
groups are the hardest pressed by inflation 
and recession, and' they w111 need mo1·e of the 
rebate to make ends meet. 

(NO'l'E: The $50 rebate has no relation to 
Title If of the blli. whic.h contaln8 a $200 
optional. credit for 1975 taxes. The $50 rebate 
1s simply an alternative method of computing 
the 1974 rebate.), 

KENNEDY REBATE 

eumu-
Amo • t I tive 

loeome class ( '!lions Percent percent 

0 to $3,000~---------- $990 10.1 10. 1 
$3,000 to $5,000 ______ "/175 7.6 17.7 
5,000 to $7,000 ______ 894 9.0 26.7 

P,OOO to $10,000 _____ 1, 5"63 15.8 42.5 

~~g:ggg: ~~~&==== l,576 16.1 68.6 
1',77-2 17.9 86.5 

$20,000 to $50,000 ____ 1, 224 12.6 99.1 
$50,000 to $100,000 ___ 65 • 7 99.8 
$100,000 and over_ ___ 16 .2 100.0 

TotaL ________ 19,,880 100.0 100.0 

Percent 
by 

segment 

42.5 

44.0 

13.5 

lllO.O 

1 Source: Joint Committee om Internal Revenue Taxation; 
does not include returns representinp- beneficiaries of the rebate 
who are nonfilers under the 1970' filing requirements, or their 
refundable credits. 

SENATE COMMITTEE REBA1'E (MANSnEt:D SUBSTrrDTE) 

Amount €urnu- Percent 
(Rill .. Ia byse~ 

Income cia~ lions), Percent per(lellt lllellt 

0: to $3,00(J __________ $244. 2.5 2.5 35.4 
$3,000 to 5,000 ______ 806 8.3 10.8 
$5,000 to $7,000 _____ 949 9. 8. 20.6 
$7,000 to $Ul,OOO _____ 1,433 14.8' 35.4 
10,000 to $15,000 ____ 2, 6l:f 27.0 62.4 49.0 

$15,000.to $20,000 ____ 2,105 22.0 84.4 
$;20,000 to $50,000 ___ 1,3i~ 14.4 98.8 15;4 
$50,000 to.$.100,000 ___ r8 99.6 
$100,000 and over. __ - 1'9 .2 99.8 

TotaL _____ !1..694 roo. a mo.o 100.0 

Mr. LONG~ Ml:. Presrcrent, what. the 
Senator overlooks is that, the Senate com­
mittee structured itS' bill to the Mondale 
amendment, which earned oui the same 
theory, that we provide a$ tar credit 
for eacll individUal and each dependent 
on their· tax returns. It followed the same 
pattern as the KennedY amendment in 
that. m.e_ary and it 1S s.ubje~. itself, to, the 
charge of discliim1nating in favor ei the 
large families and aimsii tho e single 
people <» place. an three. plac:re 
famll , as: waul · the KennedY amend­
ment. 

To use this in addition to the Mondale 
amendment. w:hfch. was agreed to by the 
SG&te coJ:Illllittee: and 1\Y tlJ2. senate, 

' eve · t er 1 e cllrec.-

tion with regard to which we are already 
subject to a charge of discrimination. 

Mr. CURTIS. Will the Senator yield? 
Mr. LONG. If I have time. 
The PRESIDING OFFICER. The Sen .. 

a tor has 30 seconds. 
Mr. CURTIS. The IRS is geared up for 

machines to take care of either the Sen­
ate or the House formula because it is 
based upon adjusted gross income for 
tax. It can go either way. Anything else 
would be a delay. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the amendment. 

Mr. KENNEDY. Mr. President, I ask 
for the yeas and nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. The clerk will call the roll. 

The legislative clerk called the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Se:rator from Texas <.Mr. BENT­
SEN) and the Senator from Missouri <Mr. 
SYMINGTON) are necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN) is 
absent on official business.. 

Mr. GRIFFIN. I announce that the 
Senator from Oklahoma <Mr. BELLM.ON), 
the Senator ~rom Nebraska, (.Mr. 
HRusKA), the Senator from 0 egon <Mr. 
PACJCWOOD), the Senator from Alaska 
(Mlr. STEVENs), and the Senator from 
Texas <Mr. TowER), are necessarily ab .. 
sent.. 

I fUlftheJr announce that the Senator 
:Wom Ohio <Mr. TAFT). is absent due· to 
illness. 

The result. was announeed-yeas 43, 
nays 47, as follows.: 

[Rollcall Vo.te No. 107 Leg.J 
YEAB--43 

Abourezk 
Ha'ib 
Bid en 
Brooke 
Bumpers 
B dick 
case 
Clark 
Cranston 
Cuher 
Eagleton 
Ford 
Glentt 
Hart, Gary W. 
Hart, Phillp A. 

Hartke 
Hat1ietd 
Hathawa.y 
Hollings 
Huddleston 
Humphrey 
JS.CkaoDI 
Kennedy 
Lel\hy 
Magnuso 
Mansfield 
Mathias 
McGee­
Metcait 
Montoya 

NAYB-47 
Allen Fon.g 
Baker Gam 
Bartlett Goldwater 
Beall Gl'avel 
Brock Grift'ln 
Buekley Hansen 
Byrd, Haskell 

Harry F., ;Tr. Helms 
Byrd, Robert C. Inouye-
Cannan.. .Ia.vita. 
Chlles Johnston 
Church Laxalt 
CUrtis Long 
Dole MCClellan 
Domemci McClure 
Eastland Mcintyre 
Fannin Mondale 

Mostt 
:Muskie 
Pastore 
Pell 
Proxmlre 
Bt cotr 
Sch:weiker 
Sparkman 
Stevenson 
T \U'IDOnd 
Tunney 
Weicker 
WUlill.Dls 

Morgan 
Nelson 
Nunn 
Pearson.. 
Percy 
Randolph 
Roth> 
ScottLHugh 
:Scott, 

W1lllam:t..­
Sta1ford 
Stennis 
Stone 
Talmad e 
Young 

NOT VOTING;-9 
Bellman McGovern Syming on 
Bentsen Packwood Taft 
Hruska Stevens To.wer 

So Mr. IUliNEnY"s amendment (N.a. 
Z05} was rejected. 

Mr. LONG. Mr. President. I move to 
reconsider the. vote by which the. amend:­
ment was :rejected. 

Mr. INOUYE, I move to lay that 
ti ta 

The motion to lay on the table was 
agreed to. 

Mr. PERCY. Mr. President, it is the 
intention of the Senator from Dlinois 
to yield back approximately 57 minutes 
of the 60 minutes that he would have 
allotted to him. I would me1·ely like to 
make a few observations. 

Mr. LONG. Mr. Presiden~ does the 
Senator plan to offer an amendment? 

Mr. PERCY. I do not intend to offer 
an amendment. 

Two days ago I sent a letter to all of 
my colleagues. I said unless the bill pro .. 
posed by the Finance Committee was 
changed in several significant and im­
portant ways, I would be required to vote 
against the bill. 

This does not detract in any respect 
from the hard work of the Finance Com­
mittee under the able leadership of 
Senator LONG. 

:Mr. HARRY F. BYRD, JR. Mr. Presi­
dent, may we have order? 

Mr. PERCY. It does not in any •ay 
detract-

The PRESIDING OFFICER. The Sen­
ate-will be in order. 

The Senator from Dllnois. 
Mr. PERCY. It does not in any way 

detra-ct from the outstanding wo It done 
by yo r majority leader, Senate; MANs­
FIELD and the othex members of the 
leadership. 

The essenee of the f.a.ct ~emains, how­
ever, that in the first instance I had 
indicated and a great. many of my col­
leagues also indieated, that the bill's 
emphasis should be on a temporary stim­
ulus to t•enew economic activity in 1975 . 
The necessary changes simply have not 
been made in the bill before us tonight. 

The amount f the rebate has been in­
creased to $10 billion by the Mansfield 
substitute, an imprevement. But the bulk 
o the revenue loss in tbe bill) roughly 
$16 billion, stems 1lrom pei'Illanent 
changes 1n the tax laws. 

Seeon~, I said in y letter to my dis­
tinguished colleagues that the. distribu­
tion of the rebate should, in. my judg­
ment, be changed to permit latrger re­
bates in o1·de:r to stimulate spending for 
durable goods and really help to, create 
jobs. I proposed a rebate limit of $450. 
Although the rebate max.imum in the bill 
has· been increased by $50 to $250~ I do 
not consider it enough to. atim.ulate 
spending for job-creating consumer dur­
able&. 

Neither, in my judgment will it con­
tribute t;o. building customer c.onfidence, 
w.bieb Is that all-important ingredient 
needed to stimulate economie:recovery. 

Third, I said that the permanent rev­
enue loss measures in the bill should be 
as subs antially as- possible c unterbal­
anced by the- adoption of measures that 

ould raise revenue in nonrecesslonary 
ways. I Pl'Oposed a pookage of revenue­
raising measures totaling $16,280,000,000, 
and altho gh the Senate accepted one of 
them, ra.it:!ing $500 m1lllon. and removed 
the oil depletion allowance. adding about 
$-:.1. billion to re-,renue,. the em.phas.is oi the 
bill is still squarely, n d.eficit.-building, 
11evenue-losing measures. 

FGr these- reaso 1-llelUcliantly intend 
to vote against the bUll despite the- fact 
that it does contain some-redeeming fea-
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tures. On balance, it will not meet the 
needs of the economy. Rather than boost 
the confidence of the American public, I 
think it will show Americans that Con­
gress is simply not willlng today to face 
up responsibly to the urgent need to get 
this economy back on a sound and non­
inflationary footing. 

The Federal deficit over the 2-year 
period of fiscal years 1975 and 1976, 
after passage of this bill is estimated to 
be from $120 to $150 b111ion, staggering 
figures. And, having put in this bill all 
of the sweeteners, the easy things to 
pass-and we have even had a struggle 
on that-we are now left with all of the 
bitter to be put in another bill to some­
how counterbalance this and continue the 
fight against our other enemies; namely, 
lnfiation and excessive high-cost ener­
gy consumption. 

I do not think the stimulus is in the 
right place. I do not think it is going to 
build the consumer confidence needed 
to get the economy moving again, and I 
still think we have an horrendous job 
ahead of us in putting together a piece 
of legislation that will restore the bal­
ance. That is going to be harder to pass 
than even this b111 when we get down 
to it. 

So, for that reason, without detracting 
one bit from the intensive work and 
some of the creative thinking that re­
sulted in some of the good measures in 
this bill, I reluctantly have concluded 
I w1ll have to vote against !t. 

The Nation is in the grip of the most 
severe economic recession since the great 
depression. Although there are some 
signs that recession may have moved 
through its worst phase, the key indica­
tors of economic activity-real economic 
growth, industrial production and unem­
ployment--all showing continuing reces­
sion. Real GNP dropped by 9.1 percent 
in the fourth quarter. The Federal Re­
serve Board's index of industrial produc­
tion showed a. 3 percent drop in Febru­
ary, 12.2 percent since September 1974. 
Unemployment increased to 8.2 percent 
1n February. 

There is an w·gent need to stimulate 
economic recovery. 

Action is needed to provide new con­
sumer purchasing power to stimulate 
production of cars, appliances, furnish­
ings, and other dw·able goods; 

Action is needed to encourage hnme­
diate business investment in new plants 
and equipment; 

Action is needed to renew consumer 
and business confidence in the economy 
without the infiationary impact of huge 
deficits. 

The acid test of any bill-be it the 
Finance Committee blll or the substi­
tute as amended-is whether and how 
well it meets these needs for economic 
recovery. 

I conclude that both bllls have impor­
tant failings. 

The Finance Committee bill failed to 
provide enough stimulus to encourage 
consumer spending this spring and sum­
mer. The bill contained a one-time tax 
rebate of only $8.1 billion, less than the 
$12 billion rebate proposed by the Presi­
dent. The bill also called for a number 
of indefensible, special interest-oriented, 
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permanent tax changes such as the so­
called housing credit. These tax changes 
would have weakened the tax structure 
and would have provided little income 
relief for the majority of taxpayers. 

The fact which I am most concerned 
about is the addition to debt which this 
bill entails. The fiscal year 1975 deficit 
is already conservatively estimated at 
$45 b1llion and for fiscal 1976, at least 
$80 billion. These estimates assume a 
number of recisisons and other savings 
which the President has proposed that 
will, realistically, not be made by this 
Congress. Thus we are likely anticipating 
a 2-year addition to debt from $120 to 
$150 billion. This b111 produce revenue 
losses in calendar 197t: of nearly $30 
billion which will cost another $30 billion 
to finance in interest costs alone over the 
next 10 years. I believe it could well be 
dangerous for us to assume this addi­
tional level of debt and debt servicing. 

This b111 is so obviously deficit-ori­
ented, it will further erode the taxpayers' 
confidence in the will of their govern­
ment to take the necessar.; steps to cure 
an ailing economy and to control 
1nfiation. 

On Wednesday I introduced an inter­
related package of amendments to the 
committee bill. I believed them to be 
preferable to the Mansfield substitute as 
well and intended to otrer them for con­
sideration were there adequate time. Un­
fortunately, I was able to offer only two 
prior to the vote on cloture. The ger­
maneness provision under rule XXII 
made it impossible to offer my package 
after cloture was invoked. 

The amendments I offered are 
intended: 

To provide a strong measu1·e of tem­
porary fiscal relief this year; 

To raise revenues in nonrecessionary 
ways in order to help pay for tax cuts; 

And to develop credibility and there­
fore public confidence by demonstrating 
that we intend insofar as possible to 
"pay a.s we go," continue the fight against 
inflation, and deal responsibly with the 
energy problem. 

The revenue raising measures I pro­
posed would increase receipts by $16.28 
billion. The stimulative tax rebates and 
cuts I proposed would amount to $32.4 
billion, for net spending of $15.12 billion. 
In addition to the investment tax credit 
increase costing $4.3 b1llion, the removal 
of truck excise taxes costing $100 million, 
and the increased small business exemp­
tion costing $1.2 b1llion, the total net 
spending I proposed was no more than 
$21.32 billion, compared with a Ways and 
Means total of $19.9 billion, the Finance 
Committee total of $29.2 billion, and the 
Mansfield substitute's approximate total 
of $28 b111ion. 

The revenue raising amendments I 
proposed are as follows: 

First. An increase of the Federal gaso­
line tax to 20 cents per gallon the first 
year and 30 cents the second. The tax 
on the first 450 gallons would be rebated 
to individuals. The effect, in the first 
year, would be to conserve 750,000 barrels 
of oil a day. The tax would be in lieu 
of any further increase in the oil 1m­
port fee or in oil and gas excise taxes. 
It would target our energy conservation 

effort onto the oil derivative that is most 
responsive-gasoline. The revenue gen­
erated by the tax would be $18 billion 
the first year, of which $9 billion would 
be rebated, and of which $2.7 billion 
would be offset by increased business tax 
deductions reflecting the increased cost 
of gas. The net revenue gain would thus 
be $6.3 b11lion. 

Second. Double the tax on cigarettes 
and increase alcohol taxes 50 percent. 
There has been no increase in these lux­
ury taxes in 23 years. My amendment 
would increase the tax per 1,000 short 
cigarettes from $4 to $8 per thousand. 
It would increase by 50 percent the tax 
on the proof of alcoholic beverages, so 
that the Federal tax on a bottle of wine 
would increase by 8 Y2 cents and the tax 
on a fifth of 100 proof whiskey would 
be $1. The 1·evenue gain would be $5.8 
billion. -

Third. Repeal the deductibility of State 
and local gas taxes from taxable income 
for Federal tax purposes. The benefits of 
this deduction go mainly to higher in­
come taxpayers who itemize deductions. 
The revenue gain would be $600 million. 
Unfortunately, the Senate chose not to 
adopt this amendment. 

Fourth. Require refineries to dye fuel 
oil so that if it is fraudulently used in 
diesel vehicles its use ca:~ eastly be de­
tected. This practice, which permits es­
cape from excise taxes on diesel fuel 
that would otherwise be bought at the 
pump, is estimated to cost the Federal 
Treasury as much as $500 million in lost 
revenue. Can~da has implemented this 
practice with considerable success. I am 
pleased that the Senate adopted this 
amendment. 

Fifth. Eliminate the dollar for dollar 
foreign tax credit for oil companies on 
royalties paid to foreign C{ untries. Pres­
ently, oil companies may take as a credit 
against U.S. taxes the full amount of 
tax payments t-o foreign governments, 
and they are permitted to calculate royal­
ties paid to such government as taxes on 
income. This amendment would limit the 
amount of the credit claimed by oil com ... 
panies to 52.8 percent of foreign source 
income. It repeals the "per country" lim­
itation, thus requiring U.S. corporations 
to treat their foreign earned income on 
a worldwide basis. To the extent that 
foreign losses offset domestic source in­
come, it provides for a recapture in sub­
sequent years when foreign income is 
earned or the foreign assets are disposed 
of. Revenue raised: $580 million. 

Sixth. Eliminate the oil depletion al­
lowance with an exception for independ­
ents as provided in the Hollings amend­
ment. The revenue gain would be $2.5 
billion. 

The stimulative spending measures I 
proposed, in place of the provisions in 
the substitute, are as follows: 

First. A two-stage rebate of 1974 per­
sonal income taxes totaling $15.9 b11lion. 
The total rebate would be 19 percent of 
an individual's 1974 tax bill, to be dis­
tributed in May and September 1975. 
The important ditrerences between this 
proposal and the substitute's are the to­
tal amol.Ult, and the distribution of, the 
rebates. I believe it is now critically im­
portant to provide a boost in consumer 

. 
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purchasing power sufficient to encow·age 
consumers to buy durable goods. Thus, I 
propose a distribution schedule paying a 
maximum rebate of $450 and a minimum 
of $100. I ask unanimous consent that a 
table illustrating this plan be included in 
the record at this point. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
a follows: 
EXAMPLES OF REVENUE EFFECT OF 19 PERCENT 

REBATE OF 1974 TAXES 
[Total cost $15.8 blllion] 

$9,000 adjusted gross income-fam-
ny of four: 

Under current law, tax paid would 
be ------------------------- $529.90 

Under House bill, minimum re-
bate would be________________ 100.00 

Under Percy amendment, total 
rebate would be-------------- 100.68 

$11,000 adjusted gross income-
family of four: 

Under current law, tax paid would be ____________________ 1,024.70 

Under House bill, minimum re-
bate would be_______________ 102. 4'7 

Under Percy amendment, total 
rebate would be____ __________ 194.69 

$17,500 adjusted gross income--
famlly of four: 

Under current law, tax paid 
would be-------------------- 2,156.00 

Under House bill, minimum re-
bate would be_______________ _ 200. 00 

Under Percy amendment, total re-
bate would be________________ 409. 64 

Source: TTeasury estimates. 

Mr. PERCY. A permanent change in 
the personal income tax 1·ates to ac­
complish two purposes: to offset the ef­
fect of inflation in forcing wage earners 
into higher and higher tax brackets; and 
to provide greater progressivity in the 
tax schedules. This change would cost 
$16.5 b111ion. I ask unanimous consent 
that a table illustrating the effect of this 
change be included in the RECORD at this 
point. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
EFFECT OF CHANGE IN PERSONAL INCOME TAX RATES, 1975 

LEVELS 

(In billions of dollars] 

Income 
tax paid Amount Percentage 

under of income reduction 
Adjusted gross income present tax in income 
class (thousands) law reduction tax percent 

o to $3,ooo__ ____________ _ 3 -.25 -83.3 
$3,000 to $5,000 __________ 1.8 -1.20 -66.7 
$5,000 to $7,000 __________ 4.0 -1.96 -49.0 
$7,000 to $10,000_ -------- 8.9 -3.38 -38.0 
$10,000 to $15,000 ________ 21.9 -4.72 -21.6 
$15,000 to $20,000 ________ 22.8 -2.70 -11.8 
$20,000 to $50,000 ________ 44.4 -2.15 -4.8 
$50,000 to $100,000 _______ 13.5 -.11 -.o 
$100,000 and over ________ 13.3 -.03 -.2 

TotaL __ ----------- 130.9 -16.50 -12.6 

TAX CHANGES ILLUSTRATED FOR A FAMILY OF 4 

Adjusted gross Present New Tax Percent 
income tax 1 tax saving saving 

1~:~%&::::::::::: $185 ---------- $185 100.0 
402 $110 292 72.6 

$10,000 ____ ______ 867 518 349 40.3 
$12,500 ____ ___ ___ 1, 261 961 300 23.8 
$15,000 __________ 1,699 1,478 221 13.0 
$20,000 __________ 2,660 2,450 210 7.9 
$30,000 _________ 4,988 4,837 151 3.0 
$40,000 __________ 7,958 -7,028 130 1.6 

1 Calculated assuming low income allowance or itemized de· 
uctions equal to 17 percent of income, whichever is greater. 

Mr. PERCY. I also included as a part 
of this package two amendments that 
will have no net revenue loss or gain ef­
fect, but which are intended to imple­
ment the extremely important goal of 
energy conservation. 

The first is a fuel efficiency tax and re­
bate plan under which purchasers of 
autos with EPA-certified performance 
of less than 16 miles per gallon-aver­
age city and long-distance driving­
would be taxed more severely the less 
efficient are their autos. However, pur­
chasers of cars performing at better than 
16 miles per gallon would be given a 
Federal rebate increasing in amount as 
the fuel efficiency of the auto increased, 
up to 24 miles per gallon. The plan is de­
signed so that the taxes charged would 
be sufficient to offset the rebates. 

This tax/rebate plan based on fuel 
efficiency is designed to meet two urgent 
problems: the need for energy conser­
vation through purchase of more efficient 
autos, and the need to stimulate auto 
production and sales. 

Whlle stimulating auto sales now, 
however, I believe that it is highly desir­
able to pw·sue the long-term goal of de­
creasing this country's reliance on the 
auto and increasing the availability, 
speed, and quality of mass transporta­
tion. 

Therefore, I believe it important to 
abolish the bloated Highway Trust 
Fund and convert it to the general rev­
enues. 

I ask unanimous consent that a table 
summarizing this combination of pro­
posals be included in the REcoRD at the 
conclusion of my remarks. 

In summary, Mr. President, I regret 
that the Senate did not adopt some of 
the bitter with the sweet and pass a tax 
reducion that will lay the basis for eco­
nomic gt·owth without inflation this year 
and in future years. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
Revenue raising, spending, and related 

a1nendments proposed by Senator Percy 
to the Tax Reducticm Act of 1975 

(In billions of dollars] 
Revenue raising measures: 

Gas tax (20 cents a gallon), net of 
rebates totaling $9 blllion • ------ $6. 3 

Alcohol and tobacco tax increases__ 5. 8 
Repeal deductibility of State and lo-

cal taxes------------------------ .6 
Dry fuel oiL---------------------- . 5 
Limit the foreign tax credit_________ • 58 
Eliminate oil depletion allowance___ 2. 5 

Total revenue raised ___________ 16. 28 
Spending measures for economic 

stimulation: 
Rebates of 1974 taxes (2 stages, $450 

max./$100 min.)----------------- 15. 9 
Permanent change in the personal 

tax rate schedule ________________ 16. 5 

Total spending ________________ 32.4 
Net spending resulting from 

these measures ______________ 15.12 
Related measures in Percy package: 

Abolish highway trust fund-no rev­
enue gain. 

Auto efficiency tax/rebate plan-no 
net revenue loss or gain. 

In addition to these measures, Senator 
Percy supports the committee 
bill's provisions that: 

Increase the investment tax credit__ 4. 3 
Remove truck excise taxes---------- • '7 

Increase the small business exemp-
tion --------------------------- 1. 2 

Total ------------------------ 6.2 
*Also net of $2.7 billion in increased busi, 

ness tax deductions that could result from 
increased gas costs. 

Thus the total of revenue and spending 
measures proposed and sponsored by Senator 
Percy results in a deficit totaling $21.32 bil­
lion compared with the Ways and Means 
total of $19.9 billion, and the Finance Com­
mittee total of $29.2 billion. 

Mr. PELL. Mr. President, will the Sen­
ator yield? 

Mr. PERCY. Yes. 
Mr. PELL. Would the Senator char­

acterize the bill not as a Christmas tree, 
perhaps, but as an Easter basket? 

The PRESIDING OFFICER. The Sen­
ator from Louisiana. 

Mr. LONG. Mr. President, I am very 
proud of the U.S. Senate. I want to tell 
this body that the restraint shown by 
the U.S. Senate on this bill has been ab­
solutely remarkable. The net revenue loss 
is still below $30 billion, and I had pre­
dicted it would come out of committee 
at $30.5 billion. There has not been a 
single revenue-losing provision added to 
the bill since noon. [Laughter.] And, fur­
thermore, Mr. President, I am still hold­
ing onto an amendment that would 
reduce the amount of the bill by $1 bil­
lion. So that is far different from what 
is often said that if the committee in­
creases the bill by $10 billion, the Sen­
ate increases it by $20 billion. I am proud 
of the restraint shown by the Senators. 

Mr. MANSFIELD. Mr. President, I 
wonder if we could have an indication of 
·how many more amendments will be of­
fered tonight. 

The PRESIDING OFFICER. The 
·Chair has been advised of three so far. 

Mr. LONG. I believe most of them 
should go by voice vote, Mr. P1·esident. 

How many Senators' amendments can 
go by voice vote? Apparently only one. 

Mr. BARTLETT. Mr. President, I have 
an amendment in behalf of the Senator 
from Kansas <Mr. DoLE) and myself, 
and I would like to send it to the desk. 

The PRESIDING OFFICER. The 
clerk will state the amendment. 

The legislative clerk re : as follov;s : 
At the end of the bill, add the following: 

Notwithstanding any other provisions of Jaw 
or this Act, any requirement for plow back 
for depletion on on and gas production shall 
be satisfied by the construction, erection, or 
acquisition of new or used equipment. 

Mr. LONG. Mr. Pl·esident, will the 
Senator yield for a question? 

Mr. BIBLE. Yes. 
Mr. LONG. Is this the same plowback 

amendment 1·elating to used equipment 
which the Senator discussed with me? 

Mr. BARTLETT. Yes. 
Mr. LONG. I discussed this matter 

with the Senator from South Carolina 
<Mr. HoLLINGS) . It amends a part of the 
bill he put in, and he agrees it is a 
meritorious amendment. It should be 
agreed to, and it should be agreed to by 
a voice vote. , 

Mr. HOLLINGS. We have no objec­
tion. We accept it. 

Mr. LONG. We yield back our time. 
The PRESIDING OFFICER. The 

question is on agreeing to the amend-
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ment of Mr. BARTLETT (putting the 
question>. 

The amendment was agreed to. 
A~MENT NO. 138 

Mr. ALLEN. Mr. President. 
The PRESIDING OFFICER. The Sen­

a tor from Alabama. 
Mr. ALLEN. Mr. President, I call up 

Amendment No. 138. 
The PRESIDING OFFICER. The clerk 

will state the amendment. 
The legislative clerk read as follows: 
The Senator from Alabama (Mr. ALLEN} 

p.rtJposes an amendment numbered 138. 

The amendment is as follows: 
At the end of the committee amendment, 

add the following new title: 
TITLE .-AN ALTERNATE METHOD OP 

VALUING CERTAIN REAL PROPERTY 
FOR ESTATE TAX PURPOSES 
(a) Section 2052 of the Internal Revenue 

Code of 1954 (relating to exemption for pur­
poses of the Federal estate tax) 1s amended 
by atrildng out "$60,000" and inserting in 
lieu thereof "$200,000". 

(b) Section 6018(a) (1) of such Code 
(relating to estate tax returns} 1s amended 
by striking out "$60,000" and inserting in lleu 
thereof "$200,000". 

SEc. 2. The amendments made by the first 
section of this Act shall apply to the estates 
of decedents dying after the date of enact­
ment of this Act. 

SEC. 3. INCREASE IN ESTATE TAX MARITAL 
DEDUCTION.- . 

(a.) Section 2056(c) of the Internal Rev­
enue Code of 1954 (relating to llmita.tion of 
aggregate marital deduction) 1s amended 
by inserting after "shall not exceed" 1n para­
graph ( 1) "the sum of $100,000, plus'._ 

(b) The amendment made by subsection 
(a.) shall apply with respect to decedents 
dying after the date of enactment of this Act. 

SEC. 4. ALTERNATE VALUATION OF CERTAIN 
REAL PROPERTY.-

(a) Section 2031 of the Internal Revenue 
Code of 1954 (relating to definition of gross 
estate) is amended by adding at the end 
thereof the following new subsection: 

"(c) ALTERNATE VALUATION OF CERTAIN REAL 
PROPERTY.-

" ( 1) IN GENERAL.-!! the executor of an 
estate so elects, the value of any qualified 
real property included 1n the estate shall be 
determined by its value for the use under 
which it quali.fles, under paragraph (2). as 
qualified real property. 

"(2) DEFINITION OF QUALIFIED REAL PROP• 
ERTY.-For purposes of this subsection, the 
term •qua.li.fled real property• means real 
property substantially all of which is, and. 
for the 60 months preceding the date of 
death of the decedent, has been, devoted to-

"(A) farming (including the production of 
agricultural commodities and the raising of 
livestock) , 

"(B) woodland (including land use for the 
commercial production of trees and land 
used for scenic and recreational purposes), 
or 

"(C) scenic open space. 
" ( 3) ELECTION REQUIREMENTS.-An election 

under this subsection shall be filed with the 
Secretary or his delegate at such time and 
in such form and manner as he may pre­
scribe and shall contain, in addition to any 
other matter, the name, address, and taxpay­
er identification number of the person to 
whom the property passes under the terms 
of the decedent's will or by operation of law 

"(4) REVOCATION OF ELECTION.-If property 
valued under paragraph ( 1)-

"(A) is sold or transferred, by or on be­
half of the person to whom the property 
passed, within 5 years after the date on 
which the return of the tax imposed under 
this chapter was filed, or 

"(B) 1s converted substantially to a use 
not described 1n paragraph (2} within that 
5-year period by that person, the election 
made under this subsection shall be revoked 
and th~ d11l'erence. between the tax actually 
paid under this chapter on the tnmsfer of 
the estate and the tax which would have 
been payable on that transfer had the prop­
erty not been valued under paragraph ( 1) 
shall be a.· deficiency in the payment of the 
tax assessed under this chapter on that 
estate.". 

(b) Section 1014(a.) of such Oode (relating 
to basis of property acquired from a de­
cedent) 1s amended by inserting before the 
period at the end thereof a. comma. and the 
following: "or, in the case of an election un­
der section 2131 (c) (relating to alternative 
valuation of certain real property). the value 
thereof as determined under such action for 
the appllcable valuation data..". 

SEc. 6. The amendments made by section 
4 of this Act shall apply with respect to the 
estates of decedents dying after the date of 
enactment of this Act. 

Mr. LONG. Would the Senator agree 
to a 10-minute limitation? 

Mr. ALLEN. It will not be very long, 
but I would rather not have a 10-minute 
limitation. Some other Senators might 
want to speak on it. 

Mr. LONG. Would the Senator need 
15 or 20 minutes? 

Mr. ALLEN. Twenty. I do not think 
I will use it all. 

Mr. LONG. Well, 20. 
The PRESIDING OFFICER. Is there 

objection? 
Without objection, it is so ordered. 
Mr. ALLEN. Mr. President, I ask un­

animous consent that the following 
named Senators be added as cosponsors 
of the amendment: Mr. MONDALE, Mr. 
CULVER, Mr. FORD, Mr. HUDDLESTON, Mr. 
SPARKMAN, Mr. CLARK, Mr. BUMPERS, Mr. 
NUNN, Mr. DoMENICI, Mr. MORGAN, Mr. 
HUMPHREY, Mr. JoHNSTON, and Mr. 
HELMS. 

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

Mr. ALLEN. Mr. President, I might 
state that I have been looking for a 
measure on which I found myself in 
agreement with the distinguished senior 
Senator from Minnesota <Mr. MoNDALE), 
and I have finally found that amend­
ment. 

Mr. President, this amendment might 
well be called the "Save the Family Farm 
Amendment." 

As the Presiding Officer understands, 
many farmers work all their llves and 
end up with a farm on which they have 
a large mortgage, and at the time of 
their death the property. for purpose~ 
other than farming might be worth a 
great deal. But .it is impossible for the 
family farm to stay in existence because 
it is necessary, on account of the value 
for purposes other than farming that is 
placed on the farm. to sell the farm for 
the purpose of paying the inheritance 
tax. 

Now, the amendment as previously 
filed called for raising the amount of the 
exemption from the present $60,000, 
which has been the exemption for more 
than a generation to $200,000. 

I have a modification which would cut 
the amount of the exemption down to 
$100,000. In other words, it would be a 
raise from $60,000 to $100,000. 

Mr. President, I ask parenthetically 
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that the distlnguished Presiding Officer 
of the Senate <Mr. STONE) be added as 
a CO';l_:'Onsor. . 

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

1\r!r. ALLEN. And the distinguished 
Senator from Idaho <Mr. CHuRCH) the 
distinguished Senator from North' Da­
kota <Mr. BURDICK). as cosponsors. 

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

Mr. ALLEN. But the main thrust of 
the amendment is not the raise in the 
amount of the exemption. but it is to al­
low the heirs of the decedent farmers 
to elect to have the farm, or woodland 
or scenic open space, valued for esta~ 
tax purposes-and it is called. of course. 
death duties, I believe. in England-not 
for the potential use that it might have 
as a subdivision, but the value placed on 
it as a farm. 

Now, if the property stays in the fam­
ily for 5 years and the use to which it is 
put remains the same, then that original 
tax payment would remain operative 
but if the property was transferred or if 
it was subdivided or put to a different 
use, then the owners of the property 
would have to pay the difference between 
the inheritance tax they paid on it as a 
farm and the value that would have been 
placed on it for other purposes. 

Mr. HELMS. Mr. President, this 
amendment would amend the Internal 
Revenue Code to provide a $100,000 Fed­
eral estate tax exemption rather than 
the present $60,000 exemption. 

Historically, the amount of the Fed­
eral estate tax exemption has variously 
ranged from $50,000 at its inception in 
1916, to a high of $100,000 from 1926 
to 1932, to a low of $40,000 from 1935 to 
1938. The present $60,000 exemption was 
established in 1942 and has not been 
changed since that time, a period of 
33 years. 

During the intervening 33 years great 
changes have occurred in our economy 
Years of inflation have had the practicai 
effect of reducing the exemption and 
increasing the tax. Since 1942 the Con­
sumer Price Index has increased 220 per­
cent. Had the exemption been increased 
proportionately, it would now be in the 
amount of $132,000. However, I do not 
at this time propose such an increase. 
I propose simply to return the amount 
of the exemption to $100,000 as it was 
from 1926 to 1932. 

It is important that this action be 
taken now, because as a result of spiral­
ing inflation, it has become very difficult 
for farmers to pass their agricutlural 
enterprises on to the next generation. 
As is commonly known, farming involves 
a very large investment in land and 
machinery. The return on this invest­
ment is small when compared to other 
industries. 

At present. upon a farme1·'s death, it is 
often very difficult for his heirs to find 
the funds to pay his Federal estate taxes 
without selling some, or all, of the farm 
land. The purpose of this amendment is 
to increase the estate tax exemption just 
enough to allow the small farmer a 
chance of passing his farm on to his 
chlldren. All too often we have seen the 
ravaging effects upon the envil·onment 



of converting farmland to other uses. 
Additionally, at this time, when there 
is a world food crisis, I seriously question 
the wisdom of a tax policy which inhibits 
the future production of much needed 
agricultural products. 

Further, the small farmers of America 
have traditionally been the very heart of 
our agricultural enterPrise. With the 
current rate of inflation, even the 
smallest farm together with its equip­
ment is worth in excess of the amount of 
the present exemption. If we fail to allow 
this modest increase, we will deny access 
to agricultural enterprise to the average 
citizen whose family has traditionally en­
gaged in this form of livelihood. OUr 
failw·e to allow this increase would ef­
fectively mandate that future farming 
operations will be conducted by large 
corporations with great resources. It is 
therefore entirely appropriate that we 
take this means of preserving competi­
tion in the production of food and other 
agricultural commodities. 

I urge the adoption of this amendment. 
Mr. ALLEN. Mr. President, I ask 

unanimous consent that the amendment 
may be modified as suggested by the 
modification. 

The PRESIDING OFFICER. I there 
objection? 

Without objection--
Mr. LONG. Mr. President, I believe I 

will have to object to that. 
The PRESIDING OFFICER. The ob­

jection is heard. 
Mr. LONG. I believe I would be charged 

with not treating all Senators the same 
if I did not object. 

Mr. ALLEN. Does the Senator speak to 
the modification? 

Mr. LONG. I regret that I must. I have 
objected to other modifications. 

Mr. ALLEN Very well. 
Mr. LONG. I feel that I would be sub­

ject to the charge that I was not treat­
ing all Senators the same if I did not 
do so, Senator. 

Mr. ALLEN. Very well. 
Mr. President, I ask unanimous con­

sent that the names of Mr. BucKLEY, Mr. 
MCCLURE, Mr. FANNIN, and Mr. PERCY be 
added as cosponsors. 

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

Mr. ALLEN. In view of the objection 
of the distinguished chairman of the Fi­
nance Committee, Mr. President, I ask 
unanimous consent that there may be 
printed in the RECORD at this point the 
modification that I intended to offer and 
suggest that if the amendment does pass 
as presented at the desk that the con­
ferees would be guided by the provisions 
of the modification, and that they \Vill 
take that into view. 

,- -

Mr. HOLLINGS. Will the Senator 
yield? 

Mr. LONG. Will the Senato1· yield? 
Please understand I have objected to 

other Senators modifying their amend­
ments, and I honestly feel I am com­
pelled to object. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. LONG. But I will keep in mind 
that the Senator did propose to modify 
it. 

Mr. ALLEN. I understand the Senator 
objected to the modification, but does 
the Senator object to my inserting this 
in the RECORD? 

Mr. LONG. No; go right ahead. 
Mr. ALLEN. That is all the Senator 

asked, that this be inserted in the 
RECORD. 

The amendment, as modified, is as 
follows: 

AMENDMENT No. 138 
Intended to be proposed by Mr. ALLEN, Mr. 

MONDALE, Mr. HUMPHREY, Mr. JOHNSTON, Mr. 
HELMS, Mr. CULVER, Mr. FORD, Mr. HUDDLE­
STON, Mr. SPARKMAN, Mr. CLARK, Mr. BUMP­
ERS, Mr. NuNN, Mr. DoMENICI, and Mr. MoR­
GAN, to H.R. 2166, an Act to amend the In­
ternal Revenue Code of 1954 to provide for 
a refund of 1974 individual income taxes, to 
increase the low-income allowance and the 
percentage standard deduction, to provide a 
credit for certain earned income, to increase 
the investment credit and the surtax exemp­
tion, and for other purposes, viz: At the end 
of the committee amendment, add the fol­
lowing new title: 
TITLE .-AN ALTERNATIVE METHOD OF 

VALUING CERTAIN REAL PROPERTY 
FOR TAX PURPOSES 
(a) This amendment shall be known as the 

"Save the Family Farm Amendment." 
(b) Section 2052 of the Internal Revenue 

Code of 1954 (relating to exemption for pur­
poses of the Federal estate tax) is amended 
by striking out "$60,000" and inserting in lieu 
thereof $100,000. 

(c) Section 6018(a) (1) of such Code (re­
lating to estate tax returns) is amended by 
striking out "$60,000" and inserting in lieu 
thereof "$100,000". 

SEc. 2. The amendments made by the first 
section of this Act shall apply to the estates 
of decedents dying after the date of enact­
ment of this Act. 

SEC. 4. ALTERNATE VALUATION OF CERTAIN 
REAL PROPERTY.-

(a) Section 2031 of the Internal Revenue 
Code of 1954 (relating to definition of gross 
estate) is amended by adding at the end 
thereof the following new subsection: 

"(c) ALTERNATE VALUATION OF CERTAIN REAL 
PROPERTY.-

"(!) IN GENERAL.-If the executor of an es­
tate so elects, the value of any qualified real 
property included in the estate shall be de­
termined by its value for the use under 
whic~ it qualifies, under paragraph (2), as 
quahfied real property. 

"(2) DEFINITION OF QUALIFIED REAL PROP­
ERTY.-For purposes of this subsection the 
term 'qualified real property' means' real 
property substantially all of which is, and, 
for the 60 months preceding the date of 
death of the decedent, has been, devoted to--

"(A) farming (including the production of 
agricultural commodities and the raising of 
livestock), 

"(B) woodland (including land use for the 
commercial production of trees and land used 
for scenic and recreational purposes), or 

"(C) scenic open space. 
"(3) ELECTION REQUIREMENTS.-An election 

under this subsection shall be filed With the 
Secretary or his delegate at such time and 
in such form and manner as he may prescribe 
and shall contain, in addition to any other 
matter, the name, address, and taxpayer 
identification number of the person to whom 
the property passes under the terms of the 
decedent's will or by operation of law. 

"(4) REVOCATION OF ELECTION.-If property 
valued under paragraph ( 1)-

"(A) is sold or transferred, by or on behalf 
of the person to whom the property passed, 
within 5 years aft-er the date on which the 
return of the tax imposed under this chapter 
was filed, or ~ 

"(B) is converted substantially to a use 

not described in paragraph (2) within that 
5-year period by that person, the election 
made under this subsection shall be revoked 
and the difference between the tax actually 
paid under this chapter on the transfer of 
the estate and the tax which would have 
been payable on that transfer had the prop­
erty not been valued under paragt·aph ( 1) 
shall be a deficiency in the payment of the 
tax assessed under this chapter on that 
estate.". 

(b) Section 1014(a) of such Code (relating 
to basis of property acquired from a dece­
dent) is amended by inserting before the 
period at the end thereof a comma and the 
following: "or, in the case of an election 
under section 2131(c) (relating to alternative 
valuation of certain real property) , the value 
thereof as determined under such action for 
the applicable valuation date.". 

SEc. 5. The amendments made by section 4 
of this Act shall apply with respect to the 
estates of decedents dying after the date of 
enactment of this Act. 

Mr. ALLEN. Mr. President, I would 
like to ask unanimous consent that Mr. 
THURMOND, Mr. HATFIELD, and Mr. HAN­
SEN be added as cosponsors. 

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

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

Mr. ALLEN. Yes. 
Mr. HOLLINGS. The Senator told us 

about the thrust. What about the cost? 
How much does that amendment cost? 

Mr. ALLEN. I do not have the figures, 
some of it is speculative. 

I do not know that the Treasury De­
partment would know how many farm­
ers would elect, or the heirs of how many 
farmers would elect to have the prop­
erty so treated. 

Mr. HOLLINGS. But the $60,000 to 
$200,000 is in there? 

Mr. ALLEN. No, the Senator from Ala­
bama is trying to reduce the thrust. 

Mr. HOLLINGS. But the amendment 
on the desk does not reduce it? 

Mr. ALLEN. That is correct, I do not 
have the figures. 

Mr. HOLLINGS. So that is about a $2 
billion cost. 

Mr. ALLEN. Well, that is what the 
Senator states. 

As I sa.y, a great deal of it is specu­
lative. 

Mr. HOLLINGS. Yes. 
Mr. ALLEN. And I have asked that the 

conferees take into account the provi­
sions of the modification which the Sen­
ator from Alabama sought to make to 
his amendment. 

Mr. HOLLINGS. It would be about $2 
billion. 

Mr. ALLEN. Well, that is what the 
Senator states. 

Mr. HUMPHREY. Will the Senator 
yield? 

Mr. ALLEN. Yes. 
Mr. HUMPHREY. Would it be that, if 

the modification takes place? 
Mr. ALLEN. No, sir; it would be a neg-

ligible add-on, or a negligible 1·eduction. 
It is raised only $60,000 to $100,000. 
Mr. BAYH. Mr. President--
Mr. HASKELL. Will the Senator yield 

for a question? 
Mr. ALLEN. Yes. 
Mr. HASKELL. As I understand the 

amendment it provides that if the prop­
erty is kept as farm land for 5 years. 
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then this treatment is given. If in the 
sixth year something else happens, why 
there is no-

The PRESIDING OFFICER. All time 
of the proponents of the amendment has 
expired. 

Mr. ALLEN. That is correct, it would 
just guarantee to be used that way for 5 
years. 

Mr. HASKELL. Mr. President, maybe 
I am against the amendment. I am not 
sure. That is why I am asking the Sen­
ator from Alabama a question. 

Mr. BAYH. Mr. President-
Mr. HASKELL. Could I finish my 

question, Mr. President? I may be 
against the amendment. 

The PRESIDING OFFICER. The 
Senator from Colorado. 

Mr. HASKELL. Would the Senator 
consider making a modification to his 
proposal to make it 10 years? In a 5-year 
span there could be some very careful 
planning to get within the amendment, 
but I doubt if anybody would hang on 
for 10 years. 

Mr. LONG. Mr. President, point of 
order. 

The PRESIDING OFFICER. The point 
of order is well taken. The time has ex­
pired. 

Mr. LONG. If I eve~· saw a good case 
where amendments should be considered 
by the committee before being reported 
on the :floor, this is it. 

For example, this amendment has 
been explained as an amendment to save 
the family farm. I am sure the Senator 
has that in mind. 

But our Joint Committee's estimate, 
and they have oftentimes been a lot 
more accurate than the Treasury es­
timates, is that this amendment will 

-cost the Treasury $2,600,000,000. How 
much of that will the farmers get? Only 
$100 million. So the farmers will get 4 
percent of that benefit, and the other 
96 percent goes to somebody else. Where 
does that go? $500 million of that bene­
fit would go in the form of increased 
marital deductions. 

The other $2.1 billion in_ cost results 
from increasing the estate tax exemption 
$60,000 to $200,000. That exemption ap­
plies to any type of estate assets, that is 
stocks and bonds, oil income, royalties, 
dividends, you name it, anything that 
could be described as properly subject to 
the estate tax, would be increased from 
$60,000 to $200,000, at a cost of $2 billion. 

The Senator said he would like to 
modify this part of his amendment. But 
even as modified, the lion's share, over 
90 percent of the benefit, would go to 
persons other than farmers, by increas­
ing the estate tax exemption from $60,-
000 up to $100,000. 

Mr. President, that is an area that we 
ought to look at in terms of tax reform 
concerning trusts and foundations, and 
I am not talking about the legitimate 
foundations that actually give money to 
charity and education; I am talking 
about situations in which people set up 
foundations but in effect give the money 
to themselves. 

Mr. ALLEN. Will the Senator yield? 
Mr. LONG. Not at this point. 
Mr. BAYH. Wlll the Senator yield for 

a question? 

Mr. LONG. There are all sorts of ways enue. In any event, the matte1· should be 
that people can get around estate taxes subject to hearings. We do not know 
now. We want to take a good look at it. what we are doing at this time. We ought 
The House Ways and Means Committee to know about the kind of things that 
wants to take a good look at it. We are even I do not know about, such as the 
not raising · as much money through in- matter mentioned by the Senator from 
heritance taxes as we should be. Indiana. 

This is something, Mr. President, that Mr. President, this is not the way the 
ought to be considered by the committee. Senate of the United States ought to 
We ought to have a Treasury report on legislate. 
it. We ought to know what the Treasury When my time has expired, Mr. Pres­
thinks about it. It should be the subject ident, I am going to move that the 
of hearings, not just legislated here on amendment be laid on the table. 
the :floor of the Senate. Mr. HUMPHREY. Will the Senator 

To raise the estate exemption from yield? 
$60,000 to $200,000 will eliminate 50 per- Mr. LONG. I yield. 
cent of all the revenue ra-ised by the Mr. HUMPHREY. I want to say I 
estate tax. joined in cosponsoring this because I 

Mr. BAYH. Mr. President, will the thought it related to values of farm-
Senator yield brie:tly? lands and the fact that the lands could 

Mr. LONG. I yield. be assessed as if they were to· be sub-
Mr. BAYH. Last year we passed a divided for suburban development pur­

family farm inheritance tax bill that poses and, therefore, have different as­
would provide a. $200,000 exemption for sessments. 
family farms. We could not keep it in con- I think the Senator from Louisiana is 
ference. This amendment only provides right. I think this opens up a Pandora's 
$100,000, and the farmers will tell you it box of difficulties and revenue change. I 
is not enough. But what concerns me want to say that I withdraw my name, I 
even more than that-and I am sure the 1·egret to say, as a cosponsor. I think it is 
Senator from Alabama does not realize it, not the way we ought to proceed. I say 
is that this is the biggest loophole we I think we ought to set it aside. I hope 
have had come down the pike in some my friend from Alabama wlll withdraw 
time. I am a family farm man but when the amendment and w~ can come back 
you talk about scenic open spaces. That another day to :find out what is objec­
means something else altogether. Under tionable in terms of a.griculturallands in 
this bill, a scenic open space like the terms of their estate value and have a 
Rockefeller estate would qualify for spe- hea.ring on it to really find out what the 
cial valuation. facts are. 

When you give special treatment to The PRESIDING OFFICER. Without 
woodland, that means a fellow can have objection, it is so ordered. 
1,000 acres of walnut logs worth more - (The following Senators also withdrew 
than $1,000 apiece, and all he has to do their names as cosponsors of the amend­
is leave it alone and the logs will get more ment: Mr. CHURCH, Mr. FORD, and Mr. 
valuable during the 5-year period. The CULVER.) 
valuation would be small since the use Mr. LONG. Mr. President last year I 
is negligible. The land is valued as park- accepted an amendment by the junior 
land, not as walnut logs. Senator from Indiana for family farms 

Mr. President, I must say I want to that would do twice as much for the 
help the family farm, but I do not want family farm and would not cost but 4 
to do it this way and create a loophole percent of what this amendment would 
which will allow people to escape the in- cost. 
tent of the inheritance tax laws. Mr. President, this amendment if it 

Mr. ALLEN. Will the Senator from is for the family · fann should be' care-
Louisiana yield? . fully drafted, thoroughly considered, and 

Mr. LONG. Mr. President, let me re- be a matter for hearings. I would be glad 
peat, this amendment would reduce the to hold a hearing on this. It was the 
revenue raised by the estate tax in half. suggestion of the Senator from Iridiana 
Just half of it would be gone by this (Mr. BAYH) and others, to see that we 
one amendment. do not give away half of the revenue that 

Mr. ALLEN. Will the Senator yield? the estate ·tax would raise while we are 
Mr. LONG. I yield for a question only. trying to help somebody with a family 
Mr. ALLEN. The Senator said some- farm·. , 

thing about foundations and one thing I yield to the Senator for a question. 
and another. Foundations do not die. Mr. ·cURTIS. I yield it back. 
Foundations are not subject to the in- [Laughter.] 
heritance tax. I do not know where he Mr. LONG. Mr. President, I yield back 
gets that. the remainder of my time. I move to lay 

Another thing- the amendment on the table. 
Mr. LONG. I did not yield for a state- Mr. ALLEN. I call for the yeas and 

ment. I yielded for a question. nays. 
Mr. ·ALLEN. Will the Senator yield The PRESIDING OFFICER. Is there a 

further? sufficient secorid? 
Mr. LONG. I ask for order, Mr. Pres- There is a sufficient second. 

ident. The yeas and nays were ordered. 
The PRESIDING OFFICER. The Sen- The PRESIDING OFFICER. The clerk 

ator will proceed. will call the roll. 
Mr. LONG. Mr. President, the record The assistant legislative clerk called 

shows that the estate tax area ought the roll. 
to be the subject of reform to get the Mr. ROBERT C. BYRD. I announce 
Government more revenue, not less rev- that the Senator from Texas <Mr. BENT-
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SEN) and the Senator from Missouri 
<Mr. SYMINGTON) are necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. McGovERN) is 
absent on official business. 

Mr. HUGH SCOTT. I announce that 
the Senator from Oklahoma <Mr. BELL­
MON), the Senator from Michigan <Mr. 
GRIFFIN) , the Senator from Oregon <Mr. 
PAcKwoon>, the Senator from Alaska 
<Mr. STEVENS) , the Senator from Texas 
<Mr. TowER) , and the Senator from 
North Dakota <Mr. YoUNG) are neces­
sarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, if present 
and voting, the Senator from Ohio <Mr. 
TAFT) would vote "yea." 

The result was announced-yeas 68, 
nays 21, as follows: 

[Rollcall Vote No. 108 Leg.} 

YEAS-68 
Abourezk Goldwater 
Baker Gravel 
Bartlett Hart, Gary W. 
Bayh Hart, Philip A. 
Beall Haskell 
Biden Hathaway 
Brock Hollings 
Brooke Huddleston 
Bumpers Humphrey 
Byrd, Inouye 

Barry P., Jr. Jackson 
Byrd, Robert c. Javlts 
Cannon Johnston 
Case Kennedy 
Chiles Laxalt 
Church Leahy 
Cranston Long 
Culver Magnuson 
Curtis Mansfield 
Eagleton Mathias 
Eastland. McClellan 
Fong McGee 
Ford Mcintyre 
Glenn Metcal! 

NAY8-21 

Mondale 
Montoya 
Moss 
Muskie 
Nelson 
Nunn 
Pastore 
Pearson 
Pell 
Proxmlre 
Randolph 
Riblcotr 
Schweiker 
Scott, Hugh 
Scott, 

WUliamL. 
Stafford 
Stevenson 
Stone 
Tunney 
Weicker 
Williams 

Allen 
Buckley 
Burdick 
Clark 
Dole 
Domenici 
Fannin 

Garn Morgan 
Hansen Percy 
Hartke Roth 
Hatfield Sparkman 
Helms Stennta 
Hruska Talmadge 
McClure Thurmond 

NOT VOTING-10 
Bellmon Packwood Tower 
Bentsen Stevens Young 
Grlftln Symington 
McGovern Ta!t 

So the motion to table was agreed to. 
Mr. CURTIS. Mr. President, I move 

to reconsider the vote and ask to be 
1·ecognized. 

Mr. President, I am for the Allen 
amendment. I think that we should not 
let the record be closed without a fur­
ther explanation of this. 

The Senator offered a good amend­
ment. The greatest thing that can be 
said for it is that it is just. After all, that 
should be the purpose of government, to 
do justice. The $60,000 exemption was es­
tablished back in the twenties, almost 60 
years ago. Let us get out our slide rules 
and decided what it ought to be now. 
It ought to be ranged up to about where 
this amendment provides. That is just. 
The fact that it affects all people and 
not just agriculture is why it runs into 
a little money. But we have thrown bil­
lions out of the window all week n.ow. 

What happens when people of modest­
and lower-middle income have to pay an 

estate tax? It means their property has 
to be sold. 

Who can buy a small business? The 
giants. 

When a farm or a ranch has to be 
sold, who can buy it? The large specula­
tors. 

The estate tax is a very small part of 
the revenue that comes into the U.S. 
Treasury, but the estate tax, without 
amendment, today is operating to further 
monopoly; it is operating to destroy small 
operators. It is operating to destroy 
small business. 

I could cite many cases. I know of a 
dairy, well known in my State, that faced 
a situation like this, a family operation. 
They had been successful enough that 
the estate tax was very burdensome. It 
escaped being sold by a great deal of in­
genuity, but only Carnation and Pet and 
a few others would have bid on it. It is 
the biggest incentive to monopoly and 
concentration of power that we have, be­
cause families have to sell their farms 
and ranches and their businesses to pay 
the estate tax. 

All this amounted to was bringing 
a 1920 figure up to the present time. The 
Senator from Alabama should be com­
mended for it. I think, in the business of 
taxation, the first thing that is required 
of us is to be just. If that happens to be 
1n favor of the taxpayer and against the 
Treasury, so be it. If it happens to be in 
favor of the Treasury and against the 
taxpayer, so be it. 

It was never intended that the estate 
tax should be imposed upon anyone other 
than the rather substantially wealthy. 
But because of our trend of inflation, it 
is a threat to every hard-working, suc­
cessful family in America. And the Con­
gress of the United States ought to 
change it. 

Whether or not this bill is the right 
place, as a member of the committee, I 
understand some of those arguments. 
But I cannot understand the dema­
goguery that ridicules 1t as a bad amend­
ment. 

Mr. ALLEN. Will the Senator yield for 
a question? 

Mr. CURTIS. I yield for anything the 
Senator wants. 

Mr. ALLEN. The Senator from Ala­
bama did not have a great deal of oppor­
tunity, in view of his agreement to limit 
the time on this debate at the request of 
the chairman of the committee. He would 
like to use this time to elicit information 
from the distinguished Senator from 
Nebraska. 

Does the Senator from Nebraska think 
that it is a reasonable assertion to say 
that this amendment would cost the 
Treasury half of the receipts from the 
estate tax, when all it is is a raise from 
$60,000 to $100,000 for the estate tax ex­
emption, and to allow farms and open 
areas and timberland to be taxed as such, 
rather than a potential use that they 
might be put to? Does the Senator from 
Nebraska think that that is a reason­
able estimate? 

Mr. CURTIS. The estimate that was 
placed on it on the tloor? 

Mr. ALLEN. I say does the Senator 
from Nebraska think that the estimate 

that this would cost the Treasury half 
of the customary receipts from the estate 
tax is a reasonable statement? 

Mr. CURTIS. Not if it had been 
amended the way the Senator sought 
to amend it. 

Mr. ALLEN. Does the Senator feel that 
the use of estimates with regard to a bill 
that the Senator from Alabama sought 
to modify is a proper estimate, or should 
the estimate be based on the modification 
offered by the Senator from Alabama? 

Mr. CURTIS. I think the estimate 
should oo on that basis. 

On the other hand, I can understand 
that staff would feel inclined to respond 
in accordance with the amendment. I do 
not think we can get it adopted tonight, 
and I am about to yield back my time 
and withdraw the motion to reconsider. 

I do think that the Senator has offered 
a sound amendment. He was ridiculed 
on this floor. Cosponsors withdrew, or at 
least one did, and I think because it was 
totally misunderstood. 

It is not in the public interest that the 
rank and file of successful people should 
be faced with this tax. It was never in­
tended for that. It is driving the families 
out of business, and it is increasing 
monopoly and the concentration of power 
and wealth. 

There is one thing that is very true 
in the tax business: If someone has 
already made his ptle, it is easy to be 
for a higher estate tax and all these 
other things. High taxes do not hurt 
the rich, because they can find ways 
and means to split the burden to take 
care of it. We should look at our tax 
system to see what it does to the people 
who are coming up, who have great abil­
ity and can add to the productiveness of 
America and to its wealth. . 

Mr. President, I withdraw the motion 
to reconsider. 

Mr. LONG. Mr. President, in justice 
to myself and to the staff of the Com­
mittee on Internal Revenue Taxation, I 
think I should make a point or two of 
fair warning. 

I gave the revenue estimates on that 
amendment both ways, both as orig­
inally proposed and as to what the cost 
would be if the amendment were modi­
fied as suggested. 

The fact is that the estate tax raises 
about $5 billion. A reduction of the 
amount raised by that tax of $2.6 billion 
would cut that in half, as I said. If the 
amendment were modified downward, it 
would, of course, be less than that. 

Mr. President, when the Senator said 
that the deduction does not help as much 
as it once did because of inflation, of 
course that is true. He failed to state 
that in 1948, during the period the Sen­
ator mentioned, Congress passed a law 
granting a. marital deduction to a couple, 
so that for a married couple it had the 
effect of eliminating half of the estate 
from taxation and made a great deal 
of difference, drasticaJJy reducing the 
amount of money raised by the estate 
tax. The Senator did not mention that. 

Furthermore, Mr. President, as a mat­
ter of justice we tax based on how much 
revenue the Government needs. We tax 
based on the needs of the Government, 
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looking, then, to see how, in the judg­
ment of the taxing body, which in this 
case would be Congress, would be the 
most appropriate way to raise the funds. 

Mr. WILLIAM L. SCOTT. Mr. Presi­
dent, I will be very brief at this hour, but 
I was interested in the remarks by the 
distinguished Senator from Louisiana a 
few minutes ago characterizing this as a 
good bill. 

I can understand the pride the chair­
man of one of our major committees 
would have in a bill that comes out of 
his committee, one that has been con­
sidered for some days in the committee. 
He made the statement, perhaps joking­
ly, that there had been no increase in this 
bill since noon today. And yet I wonder, 
5 years from now, how good we will think 
a bill that adds $30 billion to the deficit 
that this Government faces at this time. 

We now have a $500 billion deficit. We 
would add $30 billion. It has been sug­
gested that instead of $52 billion, we are 
going to have a deficit for the next fiscal 
year which may approximate $100 bil­
lion, when the new programs that have 
even been mentioned by this time are 
added to what the President has recom­
mended in his budget. 

Mr. President, I believe this is a bad 
bill. I believe it is a bill that we will come 
to regret. I believe the deductions and 
the rebates that the people are going to 
get under this bill will be taken away 
from them in the marketplace in the 
form of higher prices for everything they 
purchase. I believe we should give very 
serious consideration to whether or not 
we should vote for this measure. 

I have not spoken about it before be­
cause, looking at the magnitude of it and 
that alone, it is an overreaction to the 
serious economic condition in which we 
find ourselves. 

I think there are some good parts of 
this bill. I think when we stimulate the 
private sector it is a very fine thing. But 
these rebates, in my opinion, are not go­
ing to cure our economic situation, and 
I am going to vote against the bill, and 
would urge my colleagues to vote against 
it. 

The PRESIDING OFFICER. The bill 
is open to further amendment. 

Mr. ALLEN. Mr. President, does the 
Senator from Maryland have an amend­
ment? 

Mr. MATHIAS. I am glad to defer to 
the Senator from Alabama. I have lost 
my amendment. 

AMENDMENT NO. 179 

Mr. ALLEN. I call up my amendment 
No.179. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Alabama (Mr. ALLEN) 
offers amendment No. 179: In lieu of the 
language proposed to be inserted by the 
committee substitute, insert the following: 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHoRT TITLE-This Act may be cited 
as the "Tax Reduction Act of 1975". 

The amendment is as follows: 
Mr. ALLEN's amendment <No. 179) is 

as follows: 

In lieu of the language proposed to be in­
serted by the committee substitute insert 
the following: 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHORT TITLE.-This Act may be cited 
as the "Tax Reduction Act of 1975". 

(b) TABLE OF CONTENTS.-
Sec. 1. Short title; table of contents. 
Sec. 2. Amendment of 1954 Code. 
TITLE I-REFUND OF 1974 INDIVIDUAL INCOME 

TAXES 
Sec. 101. Refund of 1974 individual income 

taxes. 
Sec. 102. Refunds disregarded in the ad­

ministration of Federal programs 
and federally assisted programs. 

TITLE II- REDUCTIONS IN INDIVIDUAL INCOME 
TAXES 

Sec. 201. Increase in low income allowance. 
Sec. 202. Increase in percentage standard de­

duction. 
· Sec. 203. Credit for certain eamed income. 
Sec. 204. Withholding tax. 
Sec. 205. Effective dates. 

TITLE Ill-cERTAIN CHANGES IN BUSINESS 
TAXES 

Sec. 301. Increase in investment credit. 
Sec. 302. Allowance of investment credit 

where construction of property 
will take more than 2 years. 

Sec. 303. Increase in corporate surtax ex­
emption. 

Sec. 304. Effective dates. 
SEC. 2. AMENDMENT OF 1954 CODE. 

Except as otherwise expressly provided, 
whenever in this Act an amendment or re­
peal is expressed in terms of an amendment 
to, or repeal of, a section or other provisions, 
the reference shall be considered to be made 
to a section or other provision of the Internal 
Revenue Code of 1954. 

TITLE I-REFUND OF 1974 INDIVIDUAL 
INCOME TAXES 

SEC. 101. REFUND OF 1974 INDIVIDUAL INCOME 
TAXES. 

(a) IN GENERAL.-Subchapter B of chapter 
65 (relating to rules of special application in 
the case of abatements, credits, and refunds) 
is amended by adding at the end thereof the 
following new section: 
"SEC. 6428. REFUND OF 1974 INDIVIDUAL IN­

COME TAXES. 
"(a) GENERAL RuLE.-Except as otherwise 

provided in this section, each individual shall 
be treated as having made a payment against 
the tax imposed by chapter 1 for his first 
taxable year beginning in 1974 in an amount 
equal to 10 percent of the amount of his 
liability for tax for such taxable year. 

"(b) MINIMUM PAYMENT.-The amount 
treated as paid by reason of this section shall 
not be less than the lesser of-

" ( 1) the amount of the taxpayer's liability 
for tax for his first taxable year beginning in 
1974,or 

"(2) $100 ($50 in the case of a married 
individual filing a separate return). 

"(c) MAXIMUM PAYMENT.-
"(!) IN GENERAL.-The amount treated as 

paid by reason of this section shall not PXceed 
$200 ($100 in the case of a married individual 
filing a separate return). 

"(2) LIMITATION BASED ON ADJUSTED GROSS 
INCOME.-The excess (if any) of-

"(A) the amount which would (but for 
this paragraph) be treated as paid by reason 
of this section, over 

"(B) the applicable minimum payment 
provided by subsection (b), 
shall be reduced (but not below zero) by an 
amount which bears the same ratio to such 
excess as the adjusted gross income for the 
taxable year in excess of $20,000 bears to 
$10,000. In the case of a married individual 
filing a separate return, the preceding sen-

tence shall be applied by substituting 
'$10,000' for '$20,000' and by substituting 
'$5,000' for '$10,000'. 

"(d) LIABILITY FOR TAX.-For purposes of 
this section, the liabil1ty for tax for the tax­
able year shall be the sum of-

" ( 1) the tax imposed by chapter 1 for such 
year, reduced by the sum of the credits sHow­
able under-

" (A) section 33 (relating to foreign t ax 
credit ), 

" (B) sect ion 37 (relating to retirement 
income), 

"(C) section 38 (relating to investment in 
certain depreciable property) , 

"(D) section 40 (relating to expenses ot 
work incentive programs), and 

"(E) section 41 (relating to contributions 
to candidates for public office) , plus 

"(2) the tax on amounts described in 
section 3102(c) or 3202(c) which are re­
quired to be shown on the taxpayer's return 
of the chapter 1 tax for the taxable year. 

"(e) DATE PAYMENT DEEMED MADE.-The 
payment provided by this section shall be 
deemed made on whichever of the following 
dates is the later: 

"(1) t he date prescribed by law (deter­
mined without extensions) for filing the 
return of tax under chapter 1 for the taxable 
year, or 

"(2) the dat e on which the taxpayer files 
his return of tax under chapter 1 for the 
taxable year. 

"(f) JoiNT RETURN.-For purposes of this 
section, in the case of a joint return under 
section 6013 both spouses shall be treated 
as one individual. 

"(g) MARITAL STATUS.-The determination 
of marital status shall be made under sec­
tion 143. 

"(h) CERTAIN PERSONS NoT ELIGmLE.-This 
section shall not apply to any estate or 
trust, nor shall it apply to any nonresident 
alien individual." 

(b) No INTEREST ON INDIVIDUAL INCOME TAX 
REFUNDS FOR 1974 REFUNDED WITHIN 60 DAYS 
AFTER RETURN Is FILED.-In applying section 
661l(e) of the Internal Revenue Code of 
1954 (relating to income tax refund within 
45 days after return is filed) in the case of 
any overpayment of tax imposed by subtitle 
A of such Code by an individual (other than 
an estate or trust and other than a nonresi­
dent alien individual) for a taxable year 
beginning in 1974, "60 days" shall be sub­
stituted for "45 days" each place it appears 
in such section 6611 (e) . 

(C) CLERICAL AMENDMENT .-The table Of 
sections for such subchapter B is amended 
by adding at the end thereof the following 
new item: 
"SEc . 6428. Refund of 1974 individual in­

come taxes." 
SEC. 102. REFUNDS DISREGARDED IN THE AD- . 

MINISTRATION OF FEDERAL PRO­
GRAMS AND FEDERALLY ASSISTED 
PROGRAMS. 

Any payment considered to have been 
made by any individual by reason of section 
6428 of the Internal Revenue Code of 1954 
shall not be taken into account as income 
or receipts for purposes of determining the 
eligibility of such individual or any other 
individual for benefits or assistance, or the 
amount or extent of benefits or assistance, 
under any Federal program or under any 
State or local program financed in whole or 
in part with Federal funds. 
TITLE IT-REDUCTIONS IN INDIVIDUAL 

INCOME TAXES 
SEC. 201. INCREASE IN Low INCOME ALLOW­

ANCE. 
(a) IN GENERAL.-8ubsection (c) of section 

141 (relating to low income allowance) is 
amended to read as follows: 
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••(c) LoW INCOME A.LLOWANCE.-The loW 

income allowance is--
.. ( 1) $2,500 in the case of-
.. (A) a joint return under section 6013, or 
" (B) a surviving spouse (as defined In 

section 2(a)), 
" {2) $1,900 in the case of an individual 

who is not married and who is not a surviving 
spouse (as so defined) , or 

" (3) $1,250 in the case of a married indi­
vid:.tal filing a separate return." 

(b) CHANGE IN FILING REQUIREMENTS TO 
REFLECT INCREASE IN LOW INCOME ALLOW• 
ANCE.-so much of paragraph (1) of section 
6012(a) (relating to persons required. to 
make returns of income) as precedes sub­
paragraph (C) thereof is amended to read 
as follows: 

"(1) (A) Every individual having for the 
taxable year a gross income of $750 or more, 
except that a return shall not be required. of 
an individual (other than an individual re­
ferred to in section 142 (b) ) -

"(i) who is not married (determined. by 
applying section 143), is not a surviving 
spouse (as defined in section 2 (a) ) , and for 
the taxable year has a gross income of less 
than $2,650, 

"(11) who is a surviving spouse (as so de­
fined) and for the taxable year has a gross 
income of less than $3,250, or 

"(ill) who is entitled to make a joint re­
turn under section 6013 and whose gross 
income, when combined with the gross in­
come of his spouse, is, for the taxable year, 
less than $4,000 but only if such individual 
and his spouse, at the close of the taxable 
year, had the same household as their home. 
Clause (111) shall not apply if for the taxable 
year such spouse makes a separate return or 
any other taxpayer is entitled to an exemp­
tion for such spouse under section 151 (e). 

"(B) The amount specified in clause (i) or 
( 11) of subparagraph (A) shall be increased 
by $750 in the case of an individual entitled 
to an additional personal exemption under 
section 151(c) (1), and the amount specified 
in clause (ill) of subparagraph (A) shall be 
increased by $750 for each additional per­
sonal exemption to which the individual or 
his spouse is entitled under section 151(c);". 
SEC. 202. INCREASE IN PERCENTAGE STANDARD 

DEDUCTION. 
(a) lNCREASB.--Subsection {b) of section 

141 (relating to percentage standard deduc­
tion) 1s amended to read as follows: 

"(b) PERCENTAGE STANDARD DEDucriON.­
The percentage standard deduction is an 
runount equal to 16 percent of adjusted gross 
income but not to exceed-

"(1) $3,000 in the case of-
"(A) a joint return under section 6013, or 
"(B) a surviving spouse (as defined in sec-

tion 2(a)), 
"(2) $2,500 in the case of an individual who 

.1s not married and who is not a surviving 
· spouse (as so defined), or 

"(3) $1,500 in the case of a married indi­
vidual filing a separate return." 

(b) CONFORMING AMENDMENT.-8Ubpara• 
graph (B) of section 3402(m) (1) (relating 
to withholding allowances based on itemized 
deductions) is amended to read as follows: 

"(B) an amount equal to the lesser of (l) 
16 percent of his estimated wages, or (11) 
$3,000 ($2,500 in the case of an individual 
who is not married (within the meaning of 
section 143) and who is not a surviving 
spouse (as defined in section 2 (a) ) ) ." 
SEC. 203. CREDIT FOR CERTAXN EARNED INCOME. 

(a) ALLOWANCE OF CREDIT.-Subpart A of 
part IV of subchapter A of chapter 1 (relat­
ing to credits against tax) is amended by 
redesignating section 42 as section 43 and 
by inserting after section 41 the following 
new section: 
"SEC. 42. EARNED INCOME CREDIT. 

"(a) ALLOWANCE OF CREDrr.-In the case of 
an individual, there shall be allowed as a 

credit against the tax imposed by this chap­
ter for the taxable year an amount equal to 
5 percent of the taxpayer's adjusted earned. 
income for the taxable year. 

"(b) ADJUSTED EARNED INCOME.-For pur­
poses of this section, the term 'adjusted 
earned income' means-

" ( 1) so much of the individual's earned 
income for the taxable year as does not ex­
ceed $4,000, reduced by 

"(2) two times the excess over $4,000 of 
the greater of-

"(A) the taxpayer's adjusted gross income 
for the taxable year, or 

"(B) the taxpayer's earned income for the 
taxable year. 

"(c) EARNED INCOME DEFINED.-
" ( 1) IN GENERAL.-For purposes of this 

section, the term 'earned income' means­
"(A) wages, salaries, tips, and other em­

ployee compensation, plus 
"(B) the amount of taxpayer's net earn­

ings from self-employment for the taxable 
year (within the meaning of section 1402 
(a)). 

"(2) SPECIAL RuLEs.-For purposes of para­
graph (1)-

" (A) except as provided in subparagraph 
(B), any amount shall be taken into account 
only if such amount is includible in the gross 
income of the taxpayer for the taxable year, 

"(B) the earned income of an individual 
shall be computed without regard to any 
community property laws, 

"(C) no amount received as a pension or 
annuity shall be taken into account, 

"(D) compensation described in paragraph 
(1) (A) for services performed by an individ­
ual in the employ of his spouse, father, 
mother, son, or daughtei" (within the mean­
ing of section S121(b) (3)) shall be taken 
into account only if such compensation con­
stitutes wages (as defined in section 3121(a)) 
and only if such wages are evidenced by a 
receipt required to be furnished under sec­
tion 6051(a) (relating to receipts for em­
ployees), 

"(E) in the case of an individual who has 
not attained the age of 18 years by the close 
of his taxable year-

"(!) compensation described in paragraph 
(1) (A) shall be taken into account only if 
such compensation is evidenced by a receipt 
required to be furnished under section 6051 
(a), and 

"(11) earnings described in paragraph (1) 
(B) shall be taken into account only if such 
individual has self-employment income for 
the taxable year (within the meaning of sec­
tion 1402 (b) ) , and 

"(F) no amount to which section 871 (a) 

"If the amount of wages is: 

Not over $3,000.---------------- - ------
0ver $3,000 but not over $4,500----------
0ver $4,500 but not over $7,500----------
0ver $7,500 but not over $10,500--------
0ver $10,500 but not over $14,000--------
0ver $14,000 but not over $15,200 _______ _ 
Over $15,200 but not over $18,000 _______ _ 
Over $18,000----------------------------

" (B) Married Person: 
"If the amount of wages is: 

Not over $2,450-------------------------
0ver $2,450 but not over $5,450----------
0ver $5,450 but not over $9,250 _________ _ 
Over $9,250 but not over $12,250---------
0ver $12,250 but not over $14,750--------
0ver $14,750 but not over. $20,950 _______ _ 
Over $20,950 but not over $25,650 _______ _ 
Over $25,650----------------------------

(b) CONFOR.MXNG AMENDMENT.-Sectlon 
3402(c) (6) (relating to wage bracket with­
holding) is amended by striking out .. table 
7 contained in subsection (a)" and inserting 
in lieu thereof "the table for an annual 

applies (relating to income of nonresident 
alien individuals not connected with United 
States business) shall be taken into account . 

"(d) REQUIREMENT oF JoiNT RETURN.-In 
the case of an individual who is married 
(within the meaning of section 143), this 
section shall apply only if a joint return is 
filed for thhe taxable year under section 6013. 

"(e) TAXABLE YEAR MUST BE FuLL TAXABLE 
YEAR.-Except in the case of a taxable year 
closed by reason of the death of a taxpayer, 
no credit shall be allowable under this sec­
tion in the case of a taxable year covering a 
period of less than 12 months." 

(b) REFUND To BE MADE WHERE CREDIT Ex­
CEEDS LIAmLITY FOR TAX.-Section 6401(b) 
(relating to excessive credits) is amended­

(!) by inserting ", 42 (relating to earned 
income credit)," before "and 667(b) "; and 

(2) by striking out "and 39" and inserting 
in lieu thereof", 39, and 42". 

(c) CLERICAL AMENDMENT.-The table of 
sections for such subpart A is amended by 
striking out the last Item and inserting In 
lieu thereof the following: 
.. Sec. 42. Earned income credit. 
''Sec. 43. Overpayments of tax." 
SEC. 204. WITHHOLDING TAX. 

(a) REQUIREMENT OF WITHHOLDING.-8Ub­
section (a) of section 3402 (relating to in­
come tax collected at source) is amended to 
read as follows: 

"(a) REQUIREMENT OF WITHHOLDING.-
" ( 1) GENERAL RULE.-Except as otherwise 

provided In this section, every employer mak­
ing payment of wages shall deduct and with­
hold upon such wages a tax determined in 
accordance with-

" (A) in the case of wages paid on the basis 
of an annual payroll period, the table set 
forth in paragraph (2), or 

"(B) in the case of wages paid on the 
basis of other payroll periods, tables pre­
scribed by the Secretary or his delegate. 
In the tables prescribed under subparagraph 
(B), the amounts set forth as the amount 
of wages and the amount of income taxes to 
be deducted and withheld shall be computed 
on the basis of the table set forth in para­
graph (2) . For purposes of this subsection, 
the term 'the amount of wages' means the 
amount by which the wages exceed the num­
ber of withholding exemptions claimed. mul­
tiplied by the amount of one such exemp· 
tion as shown in the table in subsection 
(b) (1). 
"(2) ANNUALPAYROLLPERIOD.-

"(A) Single Person-Including Head of 
Household: 

The amount of income tax to be withheld 
shall be: 

0. 
33% of excess over $3,000. 
$495 plus 21% of excess over $4,500. 
$1,125 plus 26% of excess over $7,500. 
$1,905 plus 21% of excess over $10,500. 
$2,640 plus 28% of excess over $14,000. 
$2,976 plus 30% of excess over $15,200. 
$3,816 plus 35% of excess over $18,000. 

The amount of income tax to be withheld 
shall be: 

0. 
16% of excess over $2,450. 
$480 plus 20% of excess over $5,450. 
$1,240 plus 21% of excess over $9,250. 
$1,870 plus 15% of excess over $12,250. 
$2,245 plus 26 % of excess over $14,750. 
$3,857 plus 30% of excess over $20,950. 
$5,267 plus 36% of excess over $25,650." 

payroll period set forth in subsection (a) 
(2) ". 
SEC. 205. EFFECTIVB DATES. 

(a) FoR SEcriONS 201 AND 202(a) .-The 
amendments made by sections 201 and 
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202 (a.) shall apply to taxable years ending 
after December 31, 1974. Such amendments 
shall cease to apply to taxable years ending 
after December 31, 1975. 

(b) Foa SECTION 203.-The amendments 
made by section 203 shall apply to taxable 
years beglnnlng after December 31, 1974, and 
before January 1, 1976. 

(c) Foa SECTIONS 202(b) AND 204.-The 
amendments made by sections 202(b) and 
204 shall apply to wages paid after April 30, 
1975, and before January 1, 1976. 

TITLE III-CERTAIN CHANGES IN 
BUSINESS TAXES 

SEC. 301. INCREASE IN INVESTMENT CREDIT. 
(a) INCREASE OF INVESTMENT CREDIT TO 10 

PERCENT.-Para.gra.ph (1) of section 46(a) 
(determining the amount of the investment 
credit) is amended to read as .follows: 

" ( 1) GENERAL R'OLE.-
"(A) 10-PERCENT CREDIT.-Except as pro­

Vided in subparagraph (B) , the amount of the 
credit allowed by section 38 for the taxable 
year shall be equal to 10 percent of the quali­
fied Investment (as determined under sub­
sections (c) and (d)). 

"(B) 7-PERCENT CREDIT.-In the case Of 
property-

"(!) the construction, reconstruction, or 
erection of which is completed by the tax­
payer before January 22, 1975, or 

"(U) which is acquired by the ta."'tpayer be­
fore January 22, 1975, 
the amount of the credit allowed by section 
38 for the taxable year shall be equal to 7 
percent of the quallfted investment (as de­
fined in subsection (c) ) • 

" (C) Ta.A:r-.~ONAL RULE.-In the case of 
property-

"(!) the construction, reconstruction, or 
erection of which 1s begun by the taxpayer 
before January 22, 1975, and 

" ( u) the construction, reconst1·uction, or 
erection of which is completed by the tax­
payer after January 21, 1975. 
subparagraph (B) shall apply to the property 
to the extent of that portion of the basis 
which is properly attributable to construc­
tion, reconstruction, or erection before 
January 22, 1975, and subparagraph (A) shall 
apply to such property to the extent of that 
portion of the basis which is properly at­
tl·ibutable to construction, reconstruction, or 
erection after January 21, 1975.' .. 

(b) PuBLIC UTILITY PROPERTY.-
(1) DETERMINATION OF QUALIFIED INVEST­

MENT.---5Ubparagraph (A) of section 46 
(e) (3) (relating to determination of qualified 
investment ln the case of public utlllty 
property) 1s amended to read a.s follows: 

"(A) To the extent that subsection (a) (1) 
(B) applies to property which is public ut11-
1ty property, the amount of the quallfied in­
vestment shall be 4!7 of the amount deter­
mined under paragraph ( 1) ." 

(2) INCREASE IN 50-PERCENT LIMlTATION.­
Section 46(a) (relating to determination of 
amount of credit) Is amended by adding at 
the end thereof the foll{)wlng new para­
graph: 

"(6) ALTERNATIVE LIMrrATION IN THE CASE 
OF CERTAYN UTILIT!ES.-

"(A) IN GENERAL.-If, for a taxable year 
beginning after 1974 and before 1981, the 
amount of the qualified investment of the 
taxpa.yer which Is attributable to public 
utility property is 25 percent or more of his 
aggregate qualified investment. then sub­
paragraph (C) of paragraph (2) of this sut>­
sectlon shall be applied by substituting for 
50 percent his applicable percentage for such 
year. 

"(B) APPLICABLE PER.CENTAGE.-The appll­
ca.ble percentage ot any taxpayer for any 
taxable year ls-

.. (1) 50 percent, plus 

.. (H) that proportion of the tentative per­
centage for the taxable year which the tax­
payer's alllount of quallfted tnvestmen~ which 

is public utility property bears to his aggre­
gate quallfted investment. 
If the proportion referred to tn clause (11) 
is 75 percent or more, the applicable per­
centage of the taxpayer for the year shall 
be 50 percent plus the tentative percentage 
for such year. 

"(C) TENTATIVE PERCENTAGE.-For pur­
poses of subparagraph (B). the tentative 
percentage shall be determined under the 
following table: 

"If the taxable year The tentative 
begins in: percentage is: 

1975 or 1976------------------------ 50 
1977 ------------------------------ •o 
1978 ------------------------------ 30 
1979 ------------------------------ 20 
1980 ------------------------------ 10. 
"(D) PuBLIC UTILITY PRoPERTY DEFINED.­

For purposes of this paragraph, the term 
'public uttlity property• has the meaning 
given to such term by the first sentence of 
subsection (c) (3) (B)." 

(C) CAP ON THE INCREASE !N INVESTMENT 
CREDIT BENEFITS FOR PuBLIC UTILYTIES WHICH 
MAY RESULT FROM INCREASING INVESTMENT 
CREDIT TO 10 PERCENT.-

(1) IN GENERAL.-The amount of the credit 
allowed by section 38 of the Internal Revenue 
Code of 1954 to any taxpayer which 1s a 
public utility for the taxable years shall not 
exceed by more than $100.000,000 the amount 
of such credit which would have been al­
lowed to such taxpayer for such year but for 
the amendments made by subsections (a) 
and (b) (1) of this section. 

(2) CREDIT IN EXCESS OF CAP MAY BE CARRIED 
ONLY TO TAXABLE YEARS TO WHICH THIS SUB­
SECTION APPLYEs.-For purposes of section 46 
(b) ( 1) of the Internal Revenue Code of 1954 
(relating to caTryback and carryover of un­
used credits), the excess of the amount which 
would be allowable as a credit under section 
38 of such Code for any taxable year over 
the amount which 1s allowable under such 
section after the application of paragraph 
( 1) of this subsection-

( A) shall be treated a.s an excess described 
1n such section 46(b) (1), but 

(B) shall be an investment credit carry­
back and an investment credit carryover only 
to taxable years to which paragraph (1) of 
this subsection applles. 

(3) CONTROLLED GROUP OJi' CORPORATIONS.­
Fol' purposes of this subsection, persons who 
are members of the same controlled group of 
corporations shall be treated as one taxpayer. 
For purposes of the preceding sentence, the 
term "controlled group of corporations,. has 
the meaning given to such term by section 
1563(a). 

(4) PuBLIC UTILITY DEFINED.-FOr purposes 
of this subsection, the term "publle utlllty" 
means a taxpayer 50 percent or more of the 
qualifted investment of which for the taxable 
year consists of public utlllty property within 
the meaning of the first sentence of section 
46(c) (3) (B) of the Internal Revenue Code 
of 195•. 

(d) INCREASES FaoK $50,000 '1'0 $75,000 OP 
DoLLAR LIMITATION ON USED PaoPDTY .-Para­
graph (2) of section 48(c) (relating to dollar 
limitation in case of used section 38 prop­
erty) is amended-

(!) by striking out .. $50,000" ea.cb place it 
appears and Inserting in lieu thereof 
"'15,000", and 

(2) by striking out .. $25,000" and insert­
ing in lieu thereof "$37,500". 
SEC. 302. ALLOWANCE OF INVESTMENT CREDIT 

WHERE CONSTRUCTYON OF PROPERTY WILL 
TAKE MORE THAN 2 YEARS. 
(a) GENERAL RULE.-Bection 46 (relating 

to amount o! credit) is amended by redes­
Ignating subsections (d) and (e) as sub­
sections (e) and (f). respectively, and by 
inserting after subsection (c) the following 
new subsection: 

,.(d) Qt:TAL'IFZED PROGRESS Exl>ENDrrtmES.-

"(1) IN GENERAL.-In the case of any tax­
payer who has made an election under para­
graph (6), the amount of his quallfted in­
vestment for the taxable year (determined 
under subsection (c) without regard to this 
subsection) shall be increased by an amount 
equal to his aggregate qualified progress 
expenditures for the taxable year with re .. 
spect to progress expenditure property. 

"(2) PROGRESS EXPENDIT'ORE PROPERTY DE .. 
FYNED.-

"(A) IN GENERAL.-For purposes of this 
subsection, the term 'progress expenditure 
property' means any property which 1s being 
constructed by or for the taxpayer and 
which-

"(i) has a normal construction period o.f 
two years or more, and 

" ( i1) it is reasonable to believe will be 
new section 38 property having a useful life 
of 7 years or more in the hands of the tax­
payer when it is placed in service. 
Clause (i) and (U) of the preceding sen­
tence shall be applied on the basis of facts 
known a.t the close of the taxable year of 
the taxpayer ln which construction begins 
(or, 1f later, at the close of the first taxable 
year to which an election under this sub­
section applies). 

"(B) NORMAL CONS·rRUCTION PERIOD.-For 
purposes of subparagraph (A), the term 
'normal construction period' means the pe­
riod reasonably expected to be required for 
the construction of the property-

"(!) beginning with the date on which 
physical work on the construction begins 
(or, 1f later, the flrst day of the first tax­
able year to which an election under this 
subsection applies), and 

"(11) ending on the date on which it 1s 
expected that the property will be available 
for placing in service. 

"(3) QUALIFIED PROGRESS EXPENDITURES DE­
FINED.-For purposes of this subsection-

''(A) SELF-CONSTRUCTED PROPERTY.-In the 
case of any self-constructed property, the 
term 'qualified progress expenditures' means 
the amount which, for purposes of this sub­
part, 1s properly chargeable (during such 
taxable year) to capital account with re­
spect to such propel'ty. 

"(B) NON-SELF•CONSTRUCTED PROPERTY.-In 
the case of non-self-constructed property, 
the term •quallfted progress expenditures' 
means the lesser of-

"(1) the amount paid duting the taxable 
year to another person for the construction 
of such property, or 

"(il) the amount which represents that 
proportion of the overall eost to the tax­
payer of the construction by such other per­
son which is properly attributable to that 
portion of such construction which 1s com­
pleted during such taxable year. 

"(4) SPECIAL RULES FOR APPLYING PARAGRAPH 
(3) .-For purposes of paragraph (8)-

"(A) COMPONENT PARTS, ETC.-Property 
which Is to be a component part of, or 1s 
otherwise to be included ln, any progress 
expenditure property shall be taken into 
account--

"{i) at a time not earlier than the time at 
which it becomes irrevocably devoted to use 
in the progress expenditure property, and 

"(11) as 1f (at the time referred to in clause 
(i)) the taxpayer had expended an amount 
equal to that portion of the cost to the tax­
payer of such component or other property 
which. for purposes of this subpart, 1s prop­
erly chargeable (during such taxable year) 
to capital account with respect to such 
property. 

"(B) CERTAYN' BORROWINGS DISREGARDED.­
Any amount borrowed directly or indirectly 
by the taxpayer from the person eonstruct­
tng the property for him shall not be treated 
as an amount expended for such construc­
tion. 

.. (C) CERTAIN UNUSED ~:rrt1Jt'ES CAR-
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RIED OVER.-In the case of non-self-con­
structed property, if for the taxable yea.r-

"(1) the amount under clause (1) of para­
graph (3) (B) exceeds the amount under 
clause (11) of paragraph (3) (B), then the 
amount of such excess shall be taken into 
account under such clause (i) for the suc­
ceeding taxable year, or 

"(11) the amount under clause (ii) of para ­
graph (3) (B) exceeds the amount under 
clause (i) of paragraph (3) (B), then the 
amount of such excess shall be taken into 
account under such clause (ii) for t he suc­
ceeding taxable year. 

"(D) DETERMINATION OF PERCENTAGE OF 
coMPLETION.-In the case of non-self-con­
structed property, the determinat ion under 
paragraph (3) (B) (ii) of the proportion of 
the overall cost to the taxpayer of the con­
struction of any property which is properly 
attributable to construction completed dur­
ing any taxable year shall be made, under 
regulations prescribed by the Secretary or 
his delegate, on the basis of engineering or 
architectural estimates or on t he basis of 
cost accounting records. Un less the t axpayer 
establishes otherwise by clear and convinc­
ing evidence, the construction shall be 
deemed to be completed not more rapidly 
than rat ably over the normal construct ion 
period. 

"(E) No QUALIFIED PROGRESS EXPENDITURES 
FOR CERTAIN PRIOR PERIODS.- In the case Of 
any property, no qualified progress expendl· 
tures shall be taken into account under 
this subsection for any period before Janu­
ary 22, 1975 (or, if later before the first day 
of the first taxable year to which an elec­
tion under this subsection applies). 

"(F) No QUALIFIED PROGRESS EXPENDITURES 
FOR PROPERTY FOR YEAR IT IS PLACED IN SERV• 
ICE, ETc.-In the case of any property, no 
qualified progress expenditures shall be 
taken into account under this subsection 
for the earlier of-

" (i) the taxable year in which the property 
is placed in service, or 

"(U) the first taxable year for which re­
capture is required under section 47(a) (3) 
wit h respect to such proper ty, 
or for any taxable year thereaft er. 

" ( 5) 0rHER DEFINITIONS.-For p urposes Of 
this subsection-

"(A) SELF-CONSTRUCTED PROPERTY.-The 
term •self-constructed propert y• means prop­
erty more than half of the construction 
expenditures for which it is reasonable to 
believe wlll be made directly by the tax­
payer. 

'(B) NoN-SELF-CONSTRUCII'ED PROPERTY.­
The term 'non-self-constructed property" 
means property which is not self-constructed 
property. 

"(C) CONSTRUCTION, ETC.-The te1·m 'con­
struction' includes reconstruction and erec­
tion, and the term 'constructed' includes 
reconstructed and erected. 

"(D) ONLY CONSTRUCTION OF SECTION 38 
PROPERTY TO BE TAKEN INTO ACCOUNT.-QOn• 
struction shall be taken into account only 
if, for purposes of this subpart, expenditures 
therefor are properly chargeable to capital 
account with respect to the property. 

"(6) ELECTION.-An election under this 
subsection may be made at such time and 
in such manner as the Secretary or his 
delegate may by regulat ions prescribe. Such 
an election shall apply to t h e taxable year 
for which made and to all subsequent tax­
able years. Such an election, once made, may 
not be revoked except with the consen t of 
the Secretary or his delegate. 

"(7) TRANSITIONAL RULES.-Tbe qualified 
"investment taken into account under this 
subsection for any taxable year beginning 
before January 1, 1980, with respect to any 
property shall be (in lieu of the full amount) 
an amount equal to the sum of-

"(A) the applicable percentage of the full 
amount determined under t he following 
table: 

"For a taxable year The applicable 
beginning in: percentage is· 

1974 or 1975------ - -------------- 20 · 
1976 -------------------------- - 40 
1977 --------------------------- 60 
1978 --------------------------- 80 
1979 ------------------- --------- 100• 

plus ' 

"(B) in the case of any property to which 
this subsection applied for one or more pre­
ceding taxable years, 20 percent of the full 
amount for each such preceding taxable 
year. 
For purposes of this paragraph, the term 'full 
amount', when used With respect to any prop­
erty for any taxable year, means the amount 
of the qualified investment for such property 
for such year determined under this sub­
section without regard to this paragraph." 

(b) CONFORMING AMEL~DMENTS.-
(1) AMENDMENT OF SECTION 46(C) .-section 

46(c) (relating to qualified investment) is 
amended by adding at the end thereof t he 
following new paragraph: 

"(4) COORDINATION WITH SUBSECTION (d).­
The amount which would (but for this par­
agraph) be treated as qualified investment 
under this subsection with respect to any 
property shall be reduced (but not below 
zero) by any amount treated by the tax­
~ayer or a predecessor of the taxpayer (or, 
1n the case of a sale and leaseback described 
in section 47(a) (3) (C), by the lessee) as 
qualified investment with respect to such 
property under subsection (d), to the extent 
the amount so treated has not been required 
to be recaptured by reason of section 47 
(a) (3) ." 

(2) AMENDMENT OF SECTION 46(a) (1) .­
Paragraph ( 1) of section 46 (a) (as in effect 
without the amendment made by section 
301(a)) is amended by striking out "(as 
defined in subsection (c) ) " and inserting in 
lieu thet·eof "(as determined under sub­
section (c) and (d))". 

(3) DISPOSITION, ETC.-
(A) Subsection (a) of section 47 (relating 

to certain dispositions, etc., of section 38 
property) is amended by redesignating par­
agraph (3) as paragraph (4) and by insert­
ing after paragraph (2) the following new 
paragraph: 

"(3) PROPERTY CEASES TO BE PROGRESS EX­
PENDITURE PROPERTY.-

"(A) IN GENERAL.-If during any taxable 
year any property taken into account in de­
termining qualified investment under sec­
tion 46(d) ceases (by reason of sale or other 
disposition, cancellation or abandonment of 
contract, or otherwise) to be, with respect 
to the taxpayer, property which, when 
placed in service, will be new section 38 
property, then the tax under this chapter for 
such taxable year shall be increased by an 
amount equal to the aggregate decrease in 
the credits allowed under section 38 for all 
prior taxable ye&·s which would have re­
sulted solely from reducing to zero the 
qualified investment taken into account 
with respect to such pt•operty. 

"(B) CERTAIN EXCESS CREDIT RECAPTUR~.­
Any amount which would have been applied 
as a reduction of the qualified investment in 
property by reason of paragraph (4) of sec­
tion 46(c) but for the fact that a reduction 
under such paragraph cannot reduce quali­
fied investment below zero shall be treated 
as an amount required to be recaptured un­
der subparagraph (A) for the taxable year 
in which the property is placed in service. 

"(C) CERTAIN SALES AND LEASEBACKS.-Un• 
der regulations prescribed by the Secretary 
or his delegate, a sale by, and leaseback to, a 
taxpayer who, when the property is placed 
in service, will be a lessee to whom section 
48(d) applies shall not be treated as a cessa­
tion described in subparagraph (A) to the 
extent that the qualified investment which 
will be passed through to the lessee under 
section 48(d) with respect to such property 

does not exceed the qualified progress ex­
penditures properly taken into account by 
the lessee with respect to such property 

"(D) COORDINATION WITH PARAGRAPH (1; .­
If after property is placed in service, there is 
a disposition or other cessation described in 
paragraph ( 1) , paragraph ( 1) shall be ap­
plied as if any credit which was allowable by 
reason of section 46 (d) and which has not 
been required to be recaptured before such 
cessation were allowable for the taxable year 
the property was placed in service." 

(C) CLERICAL AMENDMENTS.-
(1) Paragraph (4) of section 47(a) (as re­

desi~nated by subsection (b) (3) (A) of this 
sectton) is amended by striking out "para­
graph ( 1) " and inserting in lieu thereof 
"paragraph (1) or (3) ". 

(2) Paragraphs (5) and (6) (B) of section 
47(a) are each amended by striking out 
"paragraph (3)" and .inserting in lieu thereof 
"paragraph (4) ", 

(3) Paragraphs (1) and (2) of section 
48(d) are each amended by striking out 
"section 46(d) (1)" and inserting in lieu 
thereof "section 46 (e) ( 1) ". 

(4) Subsection (f) of section 50B is 
~mended by striking out "section 46(d)" and 
mserting in lieu thereof "section 46 (e) " , 
Sec. 303. Increase in corporate sm·tax exemp-

tion. 
(a) GENERAL RULE.-Section ll(d) (rc­

lat~~ to surtax exemption) is amended by 
st rikmg out "$25,000" and inserting in lieu 
thereof "$50,000". 

(b) TECHNICAL AND CONFORMING AMEND­
MENTS.-

(1) Paragraph (1) of section 1561(a) (as 
in effect for taxable years beginning after 
December 31, 1974) (relating to limitations 
on certain multiple tax benefits in the case 
of certain controlled corporations) is 
amended by striking out "$25,000" and in­
serting in lieu thereof "$50,000". 

(2) Paragraph (7) of section 12 (relating 
~o cross references for tax on corporations) 
1s amended by striking out "$25,000" and in­
serting in lieu thereof "$50,000". 

(3) Section 962(c) (relating to surtax ex­
emption for individuals electing to be subject 
to tax at corporate rates) is amended by 
striking out "$25,000" and inserting in lieu 
thereof "$50,000". 
Sec. 304. Effective dates. 

(a) FOR SECTION 301.-
( 1) INCREASE OF INVESTMENT CREDIT TO 10 

PERCENT.-The amendments made by sub· 
sections (a) and (b) (1) of section SOl shall 
apply to-

(A) property placed in service after Jan­
uary 21, 1975, and before January 1, 1976, 
in taxable years ending after January 21 
1975, , 

(B) property-
(i) acquired pursuant to orders placed be­

fore January 1, 1976, and 
(11) placed in service in 1976 in taxable 

years ending after December 31, 1975, 
(C) property the construction, reconstruc· 

tion, or erection of which is completed by 
the taxpayer and which is placed in service 
after December 31, 1975, but only to the por­
tion of the basis of such property which is 
properly attributable to construction, re­
construction, or erection by the taxpayer 
after January 21, 1975, and before January 1, 
1976, and 

(D) qualified progress expenditures, as de­
scribed in section 46(d) of the Internal Rev­
enue Code of 1954, made after January 21, 
1975, and before January 1, 1976, but only 
to the portion of the basis of the progress 
expenditure property, as described in such 
section 46(d), which is properly attributable 
to construction, reconstruction, or erection 
for the taxpayer after January 21, 1975, and 
before January 1, 1976. 

(2) INCREASE IN 50-PERCENT LIMITATION.­
The amendment made by subsection (b) (2) 
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of section 301 shall apply to taxable years be­
ginning after December 31, 1974. 

(3) INCREASE IN LIJ4ITATION ON 'USED PROP• 
ERTY.-The amendments made by subsection 
(d) of section 301 shall apply to taxable years 
beginning after December 31, 1974, and be­
fore January 1, 1976. 

(b) FoR SECTION 302.-The amendments 
made by section 302 shall apply to taxable 
years ending after December 31, 1974. 

(c) FOR SECTION 303.-
( 1) IN GENERAL.-The amendments made 

by section 303 shall apply to taxable years 
ending after December 31, 1974. Bueh amend­
ments shall cease to apply for tax11.ble years 
ending after December 31, 1975. 

(2) CHANGES TREATED AS CHANGES IN TAX 
RATE.-Section 21 (relating to change ln rates 
during taxable year) 1s amended by adding 
at the end thereof the following new sub­
section: 

u (f) INCREASE IN SURTAX ExEMPTION. 
ETc.-In applying subsection (a) to a taxable 
year of a taxpayer which 1s not a calendar 
year, the change made by section 303, and the 
change made by the second sentence of sec­
tion 304 (c) ( 1) , of the Tax Reduction Act of 
1975 ln section 11 (d) (relating to corporate 
surtax exemption) and in section 962(c) 
(relating to individuals electing to be taxed 
at corporate rates) shall each be treated as a 
change in a rate of tax." 

TITLE IV-REPEAL OF PERCENTAGE 
DEPLETION FOR on. AND GAS 

Sec. 101. Repeal of on and gas depletion. 
(a) Section 613(b) (1) (A) of the Internal 

Revenue Code is amended by striking out 
the words "oll and gas wells," and by sub­
stituting therefor the words "certain gas 
wells as defined in subsection (e) ... 

(b) Section 613(b) (7) of such Code 1s 
amended by: 

(1) Deleting "or" at the end of subpal·a­
graph (A) thereof; 

(2) Deleting the period at the end of sub­
paragraph (B) thereof and by inserting, in 
lleu thereof,"; or"; and 

(3) Adding the following new subpara­
graph after such subparagraph (B) : 

" (C) Oil and gas wells." 
Sec. 102. Certain gas wells. 

The following new subsection 1s added to 
section 613 of the Internal Revenue Code: 

" (e) SPECIAL RULE J'OR CERTAIN GAS 
WELLS.-

.. ( 1) The gas wells referred to in section 
613(b) (1) (A) are-

"(A) wells producing regulated natural 
~. 

"(B) wells producing natural gas sold un­
der a fixed contract, and 

"(C) any geothermal deposit which is de­
termined to be a gas well within the mean­
ing of section 613(b) (1) (A). 

"'(2) (A) The term •natu1"8.1 gas sold under 
a fixed contract' means domestic natural gas 
sold by the producer under a contract, in ef­
fect on February 1, 1975, and all times after 
before such sale, under which the price for 
such gas cannot be adjusted to reflect to any 
extent the increase in liabilities of the seller 
for tax under this section by reason of the re­
peal of percentage depletion. Price increases 
subsequent to February 1, 1975 shall be pre­
sumed to take increases in tax Uab111ties into 
account unless the taxpayer demonstrates to 
the contrary by clear and convincing evi­
dence. 

"(B) The term 'natural gas' means any 
product (other than crude all) of an oil or 
gas well if a deduction for depletion is allow­
able under section 611 with respect to such 
product. 

"'(C) The tenn "domestic' refers to petro­
leum from an on or ga.s wen located in the 
United. sta.tes or in a possession of the United 
states. 

"(D) The term •crude oil' includes a na­
tural gas llqufd recovered from a gas well in 
lease separators or field facllittes. 

"(E) The term "regula.ted natural gas• 
means domestic natural gas produced and 
sold by the producer. prior to .July 1, 1976 
subject to the Jurisdlct1on of the Federal 
Power Commisslon the price for which has 
not been adjusted to reflect to any extent the 
increase in 11ab111ty of the seller for tax by 
reason of the repeal of percentage depletion. 
Price increases subsequent to February 1. 
1975 shall be presumed to take Increases ln 
"tax llabtntles into account unless the taxpay­
er demonstrates the contrary by clear and 
convincing evidence:• 
Sec. 103. E1fective dates. 

The amendments made by section 101 and 
102 of this bill shall apply to on and gas 
produced on or after January 1, 1975. 
Sec. 104. Reform o! percentage depletion 

in case of oil and gas wells. 
(a) IN GENERAL.-Part I of subchapter I 

chapter 1 (relating to deductions with 
respect to natural resources) ts amended by 
adding at the end thereof the following new 
section: 
••sec. 613A. Denial of percentage depletion 

in case of oll or ga.s well. 
•• (a) GENERAL RULE.-Except as otherwise 

provided in this section. the allowance for 
depletion under section 611 with respect to 
any on or gas well shall be computed without 
reference to section 613. 

•• (b) SPECIAL RULE FOR CERTAIN GAS 
WELLS.-

"(1) IN GENERAL.-The allowance for de­
pletion under section 611 shall be computed 
in accordance with section 613 with respect 
to-

.. (A) wells producing regulated natural 
gas. 

"(B) wells producing natural gas under a 
fixed contract, and 

"'(C) any geothermal deposit which is 
determined to be a gas wen within the 
meaning of section 613(b) (1) (A). 

"(2) DEFINITioNs.-For purposes of this 
subsection-

"( A) NAT'URAL GAS SOLD UNDER A FIXED CON• 
TRACT.-The term •natural gas sold under a 
fixed contract" means domestic natural gas 
sold by the producer under a contract, in 
effect on February 1, 1975, and all times 
thereafter and before such sale, under which 
the price for such gas cannot be adjusted 
to reflect to any extent the increase In 11a­
b111ties of the seller for tax under this section 
by reason of the repeal of percentage deple­
tion. Price increases subsequent to February 
1, 1975, shall be presumed to take Increases 
1n tax llab111ties into account unless the tax­
payer demonstrates to the contrary by clear 
and convincing evidence. 

H(B) NAT'D'RAL GAS.-The term •natural gas• 
means any product (other than crude on) 
of an oil or gas well if a deduction for 
depletion is allowable under section 611 with 
respect to such product. 

"'(C) REGULATED NATURAL GAS.-The term 
"regulated natural gas' means domestic nat­
ural gas produced and sold by the producer 
prior to July 1, 1976, subject to the jurisdic­
tion of the Federal Power Commission, the 
price for which has not been adjusted to re­
flect to any extent. the increase in llablllty 
of percentage depletion. Price increase sub­
sequent to February 1, 1975, shall be pre­
sumed to take increases in tax llabllities into 
account unless the taxpayer demonstrates 
the contrary by clear and convincing evi­
dence. 

" (C) SMALL PRODUCER ExEMPTION.-
" ( 1) IN GENERAL.-The allowance for de­

pletion under section 611 shall be computed 
in accordance with section 613 with respect 
to-

.. (A) so much of the producer•s average 
da.lly produetton of domestic crude oil as does 
not exceed s.ooo ~and 

"(B) so much of the producer's average 
dally production of domestic natural gas 
(other than natural gas with respect to which 
subsection (b) applies) as does not exceed 
18,000,000 eubic feet. 

H(2) AVERAGE DAILY PRODUCTION.-For pur• 
poses ol paragraph ( 1)-

"(A) the producer's average dally produc­
tion of domestic crude oil or natural gas (not 
including natural gas with respect to which 
subsection (b) applies), as the case may be, 
shall be determined by dlvldtng his aggregate 
production of domestic crude all or natural 
gas (not including natural gas with respect 
to which subsection (b) applies) during the 
taxable year by the number of days in such 
taxable year. and 

"(B) in the ease of a producer holding a 
partial interest in the production from any 
property (including an interest held 1n a 
partnership or joint venture). such pro­
ducer's production shall be considered to be 
an amount of such production determined 
by multiplying the total production of such 
property by the producer's percentage par­
ticipation in the revenues from such prop­
el·ty. 

"(3) ExEMPTIONS TO BE DETERMINED ON A 

PROPORTIONATE BASIS.-
"(A) DOMESTIC CRUDE OIL.-If the pro­

ducer's average daily production of domestic 
crude oil exceeds the producer's exemption 
under this subsection, the barrels to which 
this subsection a.pplies shall be determined 
by taking from the production of each prop­
erty a number of barrels which bears the 
same proportion to the total production of 
the producer for such year from such prop­
erty as the number of barrels to which this 
subsection applles bears to the aggregate 
number of barrels representing the average 
dally production of domestic crude on of the 
producer for such year. 

"(B) DOMESTIC NATURAL GAS.-If the pro­
ducer's average dally production of domestic 
natural gas exceeds the producer•s exemp­
tion unde1• this subsection, the production 
of domestic natural gas to which this sub­
section applies shall be determined by tak­
ing from the production of each property 
a number of cubic feet of natural gas (not 
including natural gas to which subsection 
(b) applies) which bears the same propor­
tion to the total production of the producer 
for such year from such property as the 
number of cubic feet of natural gas to which 
this subsection applies bears to the ag­
gregate number of cubic feet representing 
the average dally production of domestic 
natural gas of the producer for such year. 

"(4) BUSINESS UNDER COMMISSION CON­
TROL; MEMBERS OF THE SAME FAMILY.-

"(A) COMPONENT MEMBERS OF CONTROLLED 
GROUP TREATED AS ONE PRODUCER.-For pur­
poses of this subsection, corporations which 
are members of the same controlled group 
of corporations shall be treated as one pro­
ducer. 

"(B) AGGREGATION OF BUSINESS ENTITIES 
UNDER COMMON CONTROL.-If 50 percent or 
more of the beneficial interest ln two or 
more corporations, trusts, or estates 1s owned 
by the same or related persons (taking into 
account only pel'SOns who own at least 5 
percent of such beneficial Interest), or if 50 
percent or more of the beneficial interest 
in on~ or more corporations, trusts, or es­
tates is owned by a person who has income 
from the production of on or gas, the exemp­
tions provided by this t;ubsection shall be 
allocated · among all such corporations, 
trusts, estates, and persons 1n proportion to 
the respective production of domestic crude 
oil or natural gas (not including natural 
gas with respect to which subsection (b) 
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applies), as the case may be, during the 
period in question by such entities. 

"(C) ALLOCATION AMONG MEMBERS OF THE 
sA:ro.IE FAMILY.-In the case of individuals 
who are members of the same family, the 
exemptions provided by this subsection shall 
be allocated among such individuals in pro• 
portion to the respective production of 
domestic crude oil or natural gas during the 
period in question by such individuals. 

" ( 5) DEFINITION AND SPECIAL RULES.-For 
purposes of this subsection-

" (A) The producer of crude oil or natural 
gas means the person whose liabllity for tax 
under this chapter will be affected by the 
deduction allowed for depletion with respect 
to such crude oil or natural gas, except that 
in the case of a subchapter S corporation, 
the corporation and not the shareholder shall 
be considered the producer, and in the case 
of an estate or trust the producer shall be 
the person entitled to the depletion deduc­
tion under section 611 (b) . 

"(B) The term 'controlled group of corpo­
rations' has the meaning given to such term 
by section 1563 (a), except that 'more than 50 
percent' shall be substituted for 'at least 80 
percent each place it appeal'S in section 1563 
(a.). 

"(C) A corporation is a related person to 
another corporation if such corporations are 
members of the same controlled group of 
corporations, and a person is a related per­
son to another person, if the relationship be­
tween such persons would result in a disal­
lowance of losses under section 267 or 707 
(b) , except that for this purpose the family 
of an individual includes only his spouse 
and minor children, and 

"(D) The family of an individual includes 
only his spouse and minor children. 

"(6) TRANSFER OF OIL OR GAS DEPLETION 
PROPERTY.-

" (A) In the case of a transfer (as defined 
for these purposes under regulations pre­
scribed by the Secretary or his delegate), 
of any oil or gas depletion property after 
March 17, 1975, paragraph (1) shall not ap­
ply to the transferee with respect to his 
production of crude oil or natural gas from 
such oil or gas depletion property. For pur­
poses of this paragraph the term 'oil or gas 
depletion property• means any property in­
terest (including an interest in a partner­
ship, trust, or estate) with respect to the 
income from which a deduction for depletion 
is allowable under section 611 for domestic 
crude oil or domestic natural gas but only 
if the principal value of the property has 
been demonstrated before such transfer by 
prospecting or exploration or discovery work. 

"(B) Subparagraph (A) shall not apply in 
the case of ( i) a transfer of an oil or gas 
depletion property at death, or (ii) a trans­
fer in an exchange to which section 351 ap­
plies if following the exchange the exemp­
tions provided by this subsection are a.llo• 
cated among the transferor and transferee by 
reason of paragraph (4) (B). 

"(d) LIMITATION BASED ON QUALIFIED IN• 
VESTMENT.-

" (1) GENERAL RULE.-So much of the de­
duction allowed for depletion as is computed 
by reference to section 613 by reason of sub­
se.-:tion (c) shall not exceed for any taxable 
year au amount equal to the sum of the pro­
ducer's qualified investment and qualified 
investment carryover for the taxable year. 

"(2) QUALIFIED INVESTMENT.-For purposes 
of paragraph ( 1), any person's qualified in­
vestment for any taxable year is the amount 
paid or incurred by such person during such 
taxable year (with respect to areas within 
the United States or a possession of the 
United States) for-

"(A) Intangible drilling and development 
costs: 

"(B) the following Items it paid or in­
curred for the purpose of ascertalning the 
existence. location, extent, or quality of anr 

deposit of oil or gas within the United States 
or a possession of the United States: 

"(i) aerial photography; 
"(11) geologlcal mapping; 
"(111) airborne magnetometer surveys; 
"(iv) gravity meter surveys; 
" ( v) seismograph surveys; or 
" (vi) similar geological and geophysical 

methods; 
" (C) the construction, reconstruction, 

erection, or acquisition of the following 
items, but only if the orig.inal use of such 
items beg.ins with such person: 

"(i) depreciable assets used for the ex­
ploration for or the development or produc­
tion of oil or gas (including development or 
production from oil shale); converting oil 
shale, coal, or liquid hydrocarbons into oil or 
gas; or refining oil or gas (but not beyond 
the primary product stage); 

"(ii) pipelines for gathering or transmit­
ting oil or gas, and facilities (such as pump­
ing stations) directly related to the use of 
such pipelines. 

" (D) secondary or tertiary recovery of oil 
or gas, including remedial work necessary 
to maintain or restore primary production, or 

"(E) the acquisition of oil and gas leases 
but the aggregate amount which may be 
taken into account under this subparagraph 
for any taxable period shall not exceed one­
third of the aggregate of the amounts which 
may be taken into account by the taxpayer 
under subparagraphs (A), (B), (C), and 
(D) for such period. 

"(3) QUALIFIED INVESTMENT CARRYOVER.­
For purposes of paragraph (1), a producer's 
qualified investment carryover shall be the 
amount, if any, by which the amount of the 
producer's qualified investment for the pre­
ceding taxable year exceeds so much of the 
deduction allowed for depletion as is com­
puted under section 613 by reason of sub­
section (c) (determined without regard to 
this subsection) for such preceding taxable 
year. 

"(4) ROYALTY OWNERS.-Paragra.ph (1) 
shall not apply in the case of any producer 
for depletion with respect to a producer's 
share of production from a royalty interest. 

" (e) PRODUCER MUST BE INDEPENDENT.­
"(1) RETAILS EXCLUDED.-8ubsection (C) 

shall not apply in the case of any producer 
who directly, or through a related person, 
sells gasoline, kerosene, distillates (including 
Number 2 fuel oil), refined lubricating oils, 
or diesel fuel-

" (A) through any retail outlet operated 
by the producer or a related person, or 

"(B) to any person-
"(i) obligated under an agreement or con­

tract with the producer or a related person 
to use a trademark, trade name, or service 
mark or name owned by such producer or a 
related person, in marketing or distributing 
gasoline, kerosene, distillates (including 
Number 2 fuel oil), refined lubricating oils 
or diesel fuel, or 

"(ii) given authority pursuant to an agree­
ment or contract with the producer or a 
related person, to occupy premises owned, 
leased, or in any way controlled by the tax­
payer or a related person. 

" ( 2) RELATED PERSON .-For purposes of this 
subsection, a person is a related person with 
respect to the producer it a significant own­
ership interest in either the producer or such 
person is held by the other, or if a third 
person has a significant ownership interest 
in both the p1·oducer and such person. For 
purposes of the preceding sentence, the term 
'significant ownership interest' means-

"(A) with respect to any corporation, 5 
pe1·cent or more in value of the outstanding 
stock of such corporation, 

"(B) with respect to a partnership, 5 per­
cent or more interest in the profits or capital 
of such partnership, and 

"(C) with respect to an estate or tt·ust, 
5 percent or more of the beneficial interests 
in such estate or trust. 

·- - -

"{f) DEFINITIONS.-For purposes of this 
section-

"(1) CRUDE oiL.-The term 'crude oil' in­
cludes a natural gas liquid recovered from 
a gas well in lease separators or field facilities. 

"(2) NATURAL GAs.-The term 'natural gas' 
means any product (other than crude oil) 
of an oil or gas well if a deduction for de­
pletion is allowable under section 611 with 
respect to such product. 

"(3) DoMESTIC.-The term 'domestic' refers 
to production from an oil or gas well located 
in the United States or in a possession of 
the United States. 

"(4) BARREL.-The term 'barrel' means 42 
United States gallons. 

"(b) TECHNICAL AMENDiviENTS.-
"(1) Subparagraph (A) of section 613(b) 

( 1) (relating to 22 percent of depletion rate 
for certain minerals) is amended to read as 
follows: 

"(A) oil and gas, to the extent allowable 
under section 613A; 

"(2) The last sentence of para.graph (7) 
of section 613(b) (relating to 14 percent de­
pletion rate for certain other minerals) is 
amended by striking out "or at the end o1 
subparagraph (A), by striking out the period 
at the end of subparagraph (B) and insert­
ing in lieu thereof"; or", and by adding at 
the end thereof the following new subpara­
graph: 

" (C) oil or gas wells!' 
(C) CLERICAL AMENDMENT.-The table 01 

sections for part I of subchapter I of chapter 
1 is amended by inserting after the item 
relating to section 613 the following new 
item: 
"Sec. 613A. Denial of percent.'tge depletion for 

oil and gas wells." 
Mr. ALLEN. Mr. President, I yield my­

self such time as I may require. 
The distinguished Senator from Lou­

isiana objected to the amendment of­
fered by the Senator from Alabama on 
the ground that there would be a loss of 
revenue to the Treasury, and that is cer­
tainly true, though the Senator from 
Alabama felt that, with the conferees on 
the part of the Senate in full control of 
the amendment in the conference, it 
could be passed in such a way as to grant 
to farme1·s the opportunity of passing on 
their farms to their families, and keep 
the family farms in operation without 
the rest of the family having to sell the 
farm in order to pay the inheritance tax. 

The amendment offered by the Sena­
tor from Alabama at this time, when we 
are talking about saving money for the 
Treasury, would save anywhere from $11 
to $13 billion or $14 billion over the bill 
as it exists at this time. This may well 
be the last call tonight for fiscal respon­
sibility and fiscal sanity. 

This substitute which the Senator 
from Alabama has offered takes the 
House bill, which was in the vicinity of 
a $20 billion reduction and adds the 
Bentsen amendment to the House bill. 

We all know what the Bentsen amend­
ment would do: We approved of it here 
in the Senate, on the Senate floor. This 
is an opportunity, I will say to the Mem­
bers of the Senate, to save the Treasury 
from $11 to $13 billion, because the bill 
would go to conference with the provi­
sions of the House bill and the Bentsen 
amendment added, so that all that the 

·conferees would have to consider would 
be the matter of the oil depletion allow­
ance-the difference between the House 
cutting it out and the Bentsen amend­
ment saving it for small--or I withdraw 
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the word "small," because it preserves So, Mr. President, as the last oppor ... 
the exemption for independents that tunity we are going to have with respect 
produce up to 3,000 barrels of on a day. to this bill, because I do not believe there 

So that is all that would be left. are more than one or two more amend­
The reason I am not able to give an ments, this would be a complete sub­

exact estimate as to the saving that this stitute, would cut off further amend­
amendment would accomplish is that we ments, would freeze the payout by the 
have not had any estimates out of the Treasury after the $20 billion :figure, and 
committee in quite some time. would save the taxpayers from $11 to 

The Mansfield motion for the recom- $13 billion. 
mittal of the bill, and its reporting back I do not know what support this 
forthwith to the Senate, was a barebone amendment will draw, but if any Sena­
substitute of some $31 billion. Numerous tors are interested in cutting the present 
additions have been made since that bill down by from $11 to $13 billion, here 
time, and so we have not had any esti- is the opportunity. They will not get an­
mate. and I hope that the Senator from other one, because there is no other 
Louisiana would give us an estimate single amendment at the desk that would. 
other than just saying it is about $30 accomplish what this amendment will 
billion that the Senate bill has in cuts do. So far as the Senator from Alabama 
and rebates. knows, this is the only substitute at the 

Well, Mr. President, I do not feel that desk. This is the last opportunity for 
a tax reduction measure calling for re- economy, the last call, the last call for 
ductions and rebates of around $33 btl- economy. We will not get many more 
lion and, possibly, a whole lot more, is in opportunities like this, and I hope the 
order at this time when even with the Senate will avail itself of this oppor­
President's estimates and his proposals tunity to save $11 to $13 billion. It may 
on tax reduction and tax refund there is be $15 billion, I do not know. We have 
going to be a $52 billion deficit. not had an advisory opinion recently on 

When you add these additions on, if this amount. 
the Senate passes a $33 to $35 billion tax There was an amendment passed, 
reduction, and the House goes along either yesterday or today, adding $800 
somewhere in the neighborhood, and the million to the payout. I am sure that 
Senate continues adding spending pro- the Senator from Louisiana can fmnish 
grams, Congress continues adding spend- us with a pretty good estimate on the 
ing programs, I intended to say, this def- amount of money this is going to cost 
icit could get up in the neighborhood of the taxpayers. It is not just a payout 
$90 to $100 billion just at a time when that we have before us, it has got to come 
the economy is showing some signs of out of somebody's pocket. 
improving perking up, and we have a Well, this amendment the Senator 
whole lot of overkill in this bill. from Alabama is offering is a taxpayers' 

So, if we are anxious to save money protection amendment, a TPA. You hear 
for the Treasury, here is an opportunity a lot about CPA, this is TPA-taxpayers' 
to do it. The House passed a pretty good protection amendment. That is what the 
bill, and we can take that bill with the Senator from Alabama is offering. 
amendment that the Senator from Ala- Mr. President, I call for the yeas and 
bama has offered, put on the Bentsen nays on the amendment. 
amendment, and save some $11 to $13 The PRESIDING OFFICER. Is there 
billion for the treasury. · a sufficient second? 

Are we interested in doing that? It There is a sufficient second. 
· remains to be seen. We worked for 2 days The yeas and nays were ordered. 
here· in the Senate marching up the hill The PRESIDING OFFICER. The ques-

. and down the hill on this bill. The work tion is on agreeing to the amendment of 
of 2 days was wiped out by the Mans- the Senator from Alabama. On this 
:field motion which, by the way, was, question, the yeas and nays have been 

· one reason for it apparently was, to ordered, and the clerk will call the roll. 
provide the method to get in this matter The assistant legislative clerk called 
of the gift of $100 to social secw·ity and the roll. 
other Federal program beneficiaries. Mr. ROBERT C. BYRD. I announce 

So, Mr. President, give us an oppor- that the Senator from Texas <Mr. BENT­
tunity to see how much we really want SEN), the Senator from Missouri <Mr. 
to save money for the Treasury, whether SYMINGTON), and the Senator from Ala­
we ai·e willing to have a $31 to $33 to $35 bama <Mr. SPARKMAN) are necessarily 
billion outlay by the Treasury in these absent. 
critical times. · I further announce that the Senator 

If we do, vote down the amendment, from South Dakota <Mr. McGovERN) is 
and I am satisfied it will be voted down, absent on official business. 
but that does not prevent the Senator Mr. HUGH SCOTT. I announce that 
from Alabama to at least make the the Senator from Oklahoma <Mr. BELL­
effort. MON), the Senator from Michigan <Mr. 

The Senator from Alabama would like GRIFFIN), the Senator from Oregon <Mr. 
to see the refunds and tax cuts cut down PAcKwoon), the Senator from Alaska 
somewhere in the neighborhood of the <Mr. STEVENS), the Senator from Texas 
figure that the President recommended, <Mr. ToWER), and the Senator from 
and in the neighborhood of the amount North Dakota <Mr. YouNG) are neces-
that tne House approved. sarily absent. 

I do not see why it is the Senate always I further announce that the Senator 
has to add to the progt·ams anq the ap- · from Ohio (Mr. TAFT) is absent due to 
propriations that the Ho.use sends over illness. 
to us. But that se~nis to be the custom. I further announce that, if present and 

voting, the Senator from Texas <Mr. 
TowER), and the Senator from Ohio (Mr. 
TAFT) would each vote "yea." 

The result was announced-yeas 36, 
nays 52, as follows: 

[Rollcall Vote No. 109 Leg.] 

YEAS-36 
Allen Domenlcl 
Baker Eagleton 
Bartlett Eastland 
Biden Fannin 
Brock Fong 
Buckley Garn 
Burdick Goldwater 
Byrd, Gravel 

Harry F., Jr. Hansen 
Byrd, Robert C. Helms 
Chiles Hruska 
CUrtis Laxalt 
Dole Mansfield 

Abourezk 
Bayh 
Beall 
Brooke 
Bumpers 
Cannon 
Case 
Church 
Clark 
Cranston 
Culver 
Ford 
Glenn 
Hart, Gary W. 
Hart, Philip A. 
Hartke 
Haskell 
Hatfield 

NAYS-52 
Hathaway 
Hollings 
Huddleston 
Humphrey 
Inouye 
Jackson 
Javits 
Johnston 
Kennedy 
Leahy 
Long 
Magnuson 
Mathias 
Mcintyre 
Metcalf 
Mondale 
Montoya 
Moss 

McClellan 
McClure 
McGee 
Morgan 
Nunn 
Pen 
Randolph 
Scott, 

WllliamL. 
Stennis 
Stone 
Thurmond 

Muskie 
Nelson 
Pastore 
Pearson 
Percy 
Proxmire 
Ribicoff 
Roth 
Schweiker 
Scott, Hugh 
Stafford 
Stevenson 
Talmadge 
Tunney 
Weicker 
Williams 

NOT VOTING-11 
Bellman Packwood Taft 
Bentsen Sparkman Tower 
Griffin Stevens Ym.mg 
McGovern Symington 

So Mr. ALLEN's amendment was re­
jected. 

Al\1ENDMENT NO. 155 

Mr. MATHIAS. Mr. President-­
The PRESIDING OFFICER. The Sen­

ator from Maryland. 
Mr. MATHIAS. I call up amendment 

No. 155. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The legislative clerk read as follows: 
On page 56, llne 20, strike the quotation 

marks and insert the following: "The Sec­
retary or his delegate may further amend 
such tables in order to reduce excess with­
holding means the amount by which funds 
withheld exceed tax obligations actually in­
curred by the taxpayer.". 

Mr. MATHIAS. Mr. President, this 
is a brief amendment which empowers 
the Secretary of the Treasury or his 
delegate to amend the withholding ta­
bles in the Internal Revenue Code in or­
der to reduce excess withholding. 

The Plinciple which I seek to support 
is that withholding should approximate 
the actual tax obligations of individual 
American citizens. The fact is that in re­
cent years, withholding has exceeded 
taxes actually owed by over $20 billion 
per year. This means that approximately 
$1.20 was withheld from paychecks for 
every $1 actually owed to the Govern­
ment. · 

This gross overwithholding results 
from several factors. In some cases, in­
dividuals prefer to have more withheld 
from their paychecks than they actually 
owe so that they receive a refund each 
April. In other cases, the withholding 
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tables do not recognize the realities of 
the working lives of individuals. In still 
other cases, wage earners could reduce 
the amount which is withheld from their 
paychecks, but only by filing forms which 
are either unknown to them, or unavail­
able, or at least difficult to obtain or to 
understand. In any case, the result is 
massive overwithholding by the Federal 
Government of money which belongs not 
to the Government but to individual 
Americans. 

There are several reasons why this 
excess withholding is undesirable. First, 
all withholding denies citizens the use 
of their money between the time at which 
it is earned and the time at which pay­
ment of a tax is due. The citizen does 
not receive interest from the Government 
on the amount withheld, nor can he in­
vest it himself in a business venture or 
a savings account. He cannot pay a press­
ing bill early in the year, some 15 months 
before a tax is actually due. Indeed, 
money withheld is, for the wage earner, 
money the fruits of which are never at­
tained nor attainable, until the refund 
check finally arrives. 

Moreover, money withheld from the 
taxpayer is money that does not flow 
freely through our economy encouraging 
the very purchases of goods and services 
which the Congress is trying to encour­
age by enacting this tax reduction act. 
A reduction of excess withholding frees 
this money from the clasp of the Gov­
ernment for circulation through the pri­
vate economy. 

Indeed, a study undertaken at my re­
quest by the Library of Congress a year 
ago showed that if we had cut withhold­
ing rates at that time by 8 percent, the 
economy would have been stimulated, 
over 200,000 new jobs created, infiation 
reduced, and the Government deficit ac­
tually slashed. If we had acted then, we 
would not be confronted today with the 
dire economic statistics which leap at us 
from the front pages of our dally news­
papers, or appear in human form at the 
unemployment bureau, the closed fac­
tory gates, or the supermarket lines. The 
lives of millions of Americans would to­
day be more prosperous and more re­
warding. And the Federal deficit, instead 
of being monumentally increased by a 
tax cut bill of this proportion, would have 
been reduced by the taxes paid by people 
put to work and businesses with increased 
sales and production. 

Mr. President, this amendment makes 
economic sense. It also makes our Tax 
Code more fair and equitable. I urge its 
adoption by the Senate. 

Mr. MATHIAS. Mr. President, I believe 
this amendment can be unique this 
evening--

The PRESIDING OFFICER. The Sen­
ator will suspend. 

The Senate will be in order and the 
Senators will take their seats. 

The Senator from Maryland. 
Mr. MATHIAS. Mr. President, I believe 

this amendment will be unique, first be­
cause it will not cost the Treasury a 
nickel, not even a penny and, second, 
because I think it can l;>e presented in 
record time. 

All it does, Mr. President, is it addresses 
the problem of overwithholding. 

The Treasury annually overwithholds 
$20 billion of taxpayers' money that they 
do not owe. For every dollar of tax owed, 
the Treasury takes $1.20 in withholding. 
UltimatelY, that money comes back, but 
in this particular climate, in this par­
ticular time, every American family 
needs every penny to pay the grocery 
bill and the rent. I think it is very unfair 
for the Government to take $1.20 for a 
dollar that is owed. All we do by this 
amendment is empower the Secretary to 
adjust the withholding tables to recog­
nize the overwithholding, to take from 
the taxpayer what is fairly due, and to 
leave to the taxpayer the money that he 
or she has earned to pay their family 
expenses. It does not mandate it; it does 
not direct it. It empowers the Secretary 
to do it. As in section 204 of the bill, the 
Secretary is empowered to adjust tables 
in other respects. That is the amendment. 

The PRESIDING OFFICER. The Sen­
ator from Louisiana. 

Mr. LONG. Mr. President, what the 
Senator overlooks is that a great num­
ber of taxpayers use the withholding sys­
tem as a way of actually saving. A lot 
of taxpayers like to claim fewer exemp­
tions than they are entitled to claim so 
that at the end of the year they will 
have money coming back to them. 

What this amendment would do, to a 
considerable degree, would be to dele­
gate the taxing power to the executive 
branch of Government. I do not know 
why we would want to do that. It would 
seem to me that we would do just as well 
to leave the taxing power where it is, 
in the Congress. Our staff has studied it 
and they do not think it is a good idea. 

I would think, Mr. President, if we are 
to do something of this sort, it could well 
be subject to some ::;tudy, to know what 
the Treasury suggestions would be in this 
area, and to see the various suggestions 
that could be made to a committee 
headed by the Senator from Colorado 
<Mr. HASKELL) who is very diligently 
studying the procedures of the Internal 
Revenue Service. 

In my judgment, there are a number 
of reasons why this amendment should 
not be agreed to. It may very well be 
that in further hearing and study some­
one might find ways to improve on the 
system, but in my judgment this amend­
ment creates, and I say this with the ad­
vice of the joint committee staff, more 
problems than it solves. 

Mr. MATHIAS. Mr. President, very 
brie:fly to respond to the distinguished 
chairman of the committee, I recognize 
the argument will be made that some 
people enjoy the refunds. They like to 
get a refund after they have filed their 
tax return. But I do not think it can be 
said that everybody who receives a re­
fund deliberately arranged to have his 
taxes overwithheld. 

Even those who may want to err on 
the side of safety, so that they do not 
have to make up the deficit when they 
file their return, did not contemplate 
that they would have a 20-percent over-
withholding. They did not contemplate 
that $20 billion in taxes would be over­
withheld that were not due from the tax­
payer. 

I think that at this particular moment 

in America's economic history, it is an 
unfair imposition on our taxpayers to 
make this kind of an overwithholding. 

Furthermore, with regard to the powers 
delegated to the Secretary, there is no 
greater power delegated to the Secretary 
by this amendment than is already dele­
gated to the Secretary under section 204 
of the bill as it now stands. 

So, Mr. President, I w·ge the Senate to 
adopt this amendment. 

Mr. LONG. Mr. President, there are 
now devices in the tax system a vail able 
to all taxpayers, completely legal, where­
by the taxpayer can have the Treasury 
overwithhold if he wants that done. Some 
taxpayers have explained to me their 
reasons why they wanted their taxes 
overwithheld. 

I move to lay the amendment on the 
table. 

Mr. MATHIAS. Mr. President, I ask 
for the yeas and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion to 
table. 

Mr. ABOUREZK. Mr. President, I ask 
unanimous consent that the vote be a 
10-minute vote. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

The clerk will call the roll. 
The legislative clerk called the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator from Texas <Mr. BENT­
SEN), the Senator from Alabama <Mr. 
SPARKMAN), and the Senator from Mis­
souri <Mr. SYMINGTON), are necessarily 
absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN) is 
absent on official business. 

Mr. HUGH SCOTT. I announce that 
the Senator from Oklahoma <Mr. BELL­
MON), the Senator from Michigan <Mr. 
GRIFFIN), the Senator from Oregon <Mr. 
PACKWOOD), the Senator from Alaska 
<Mr. STEVENS), the Senator from Texas 
<Mr. TowER), and the Senator from 
North Dakota <Mr. YoUNG) are neces­
sarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT) is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio <Mr. TAFT) 
would vote "nay." 

The result was announced-yeas 52, 
nays 36, as follows: 

[Rollca.ll Vote No. 110 Leg.) 
YEAS-52 

Abourezk Hansen McGee 
Allen Hart, Gary W. Mcintyre 
Bayh Hart, Philip A. Monda.le 
Burdick Hartke Morgan 
Byrd, Haskell Moss 

Harry P., Jr. Hathaway Muskle 
Byrd, Robert C. He:ms Nelson 
Cannon Huddleston Nunn 
Church Humphrey Pastore 
Clark Inouye Fell 
Cranston Jackson Proxmire 
Culver Johnston Ribicotr 
Dole Leahy Stennis 
Eagleton Long Stone 
Ea.stla.n.d Magnuson Talmadge 
Fannin Mansfield Tunn87' 
Glenn McClellan Wlllf.aDUI 
Gravel McClure 
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Baker 
Bartlett 
Beall 
Bid en 
Brock 
Brooke 
Buckley 
Bumpers 
Case 
Chiles 
Curtis 
Domenici 
Fong 

NAYS-36 
Ford 
Garn 
Goldwater 
Hatfield 
Hollings 
Hruska. 
Javits 
Kennedy 
Laxalt 
Mathias 
Metcalf 
Montoya. 
Pearson 

Percy 
Randolph 
Roth 
Schweiker 
Scott, Hugh 
Scott, 

WilliamL. 
Statford 
Stevenson 
Thurmond 
Weicker 

NOT VOTING-11 
Bellmon Packwood 
Bentsen Sparkman 
Griffin Stevens 
McGovern Symington 

Taft 
Tower 
Young 

So the motion to table was agreed to. 
UNANIMOUS-CONSENT REQUEST 

Mr. MANSFIELD. Mr. President, while 
we have such good attendance, I should 
like at this time, first, to ask how many 
more amendments there are which will 
be offered this morning. Four. 

Second, I think I should announce to 
the Senate-and I feel like Daniel in the 
lion's den in so doing-that the Senate 
has agreed to a unanimous-consent pro­
posal that it take up the agriculture bill 
at 9 o'clock in the morning. I wish at this 
time to ask unanimous consent that the 
time be changed to 11 o'clock Monday 
morning. Anybody who wishes to object 
can knock it off. 

Mr. HUDDLESTON. Mr. President, 
reserving the right to object, I inquire 
of the majority leader whether or not 
there is a possibility that we might set 
a time certain on Monday for a vote on 
final passage of the farm bill. 

Mr. MANSFIELD. I am prepared to 
make such a proposal, with little hope 
of success. May I say that the l'eason 
for the change from Saturday to Mon­
day is due to the possibility of a fili­
buster to a particular amendment by a 
Member on the Democratic side, plus 
objections of other Members on the 
Democratic side, plus objections of Mem­
bers on the Republican side. It is most 
difficult to find a way in a period such as 
this on which all Members can agree, and 
there are Members who, if the Monday 
date is agreed to, will be very much put 
out and very unhappy because of that 
change. But no matter what day we 
pick, that would very likely be the result. 

Mr. ALLEN. Reserving the right to ob­
ject, I shall not object. I am wondering; 
the distinguished majority leader gave us 
some rather frightening news there when 
he said that a filibuster was in prospect. 
I wonder if the distinguished majority 
leader had possibly heard that the Sen­
ator from Alabama might engage in any 
such nefarious practice. 

Mr. MANSFIELD. No, the word "fili­
buster," I think, was overused in this in­
stance. "Delay" might have been a bet­
ter word, and a number of amendments 
might well have been offered dealing with 
the same subject. 

Mr. ALLEN. That is actually not at­
tributed to the Senator from Alabama, 
I think. 

Mr. MANSFIELD. No, whenever he :tlli­
busters, the whole world knows it. 

Mr. WEICKER. Reserving the right to 
object. 

Is it the intention of the distinguished 
majority leader that we shall then, on 
Monday, actually consider the agricul­
ture bill, with whatever votes might oc­
cur, and that we wtll probably also have 
to continue on, to consider the conference 
report vis-a-vis the legislation which is 
now being considered by the Senate? 

Mr. MANSFIELD. Yes. 
Mr. WEICKER. Is this merely some­

thing that is expected to fade away, or 
are we actually expected to work during 
the course of the session next week? 

Mr. MANSFIELD. No; the joint lead­
ership considered the possibility of com­
ing in on Monday or Tuesday in the hope 
of having a reading at that time from 
the conference on the tax bill to decide 
what should be done su'Qsequent to that 
period. But if the agreement is reached 
to come in on Monday, rather than on 
Saturday, I add a further caveat to the 
effect that no votes occur before 4 o'clock 
-again to try to comply with the wishes 
of Members on both sides of the aisle 
who find themselves in difficulties of 
sorts. 

I yield to the Senator from Idaho. 
Mr. McCLURE. I thank the Senator 

for yielding. Is it the intention of the 
Senator from Montana that we should 
go to final passage of the agriculture 
bill, or is it, as some have it, that there 
should be general discussion and vote 
on amendments, with final passage com­
ing after the recess? 

Mr. MANSFIELD. The personal wish 
of the Senator from Montana is that we 
be able to finish the bill on the day we 
take it up. But I am not at all sw·e that 
that will be possible. I shall do every­
thing I can, and this. fits in with the 
suggestion made by the distinguished 
Senator from Kentucky, to see that the 
matter be brought to a conclusion on 
that particular day because, except for 
one amendment that I know of, there is 
not much in the way of roadblocks in 
the consideration of that legislation. 

Mr. TALMADGE. Will the distin­
guished majority leader yield at this 
point? 

Mr. MANSFIELD. Yes, indeed. 
Mr. TALMADGE. The Committee on 

Agriculture and Forestry today approved 
the House bill with some amendments, 
by a unanimous vote. This is an emer­
gency bill. The reason we think that 
time is of the essence is because farmers 
in the South and in the Southwest are 
planting their crops at the present time. 
Farmers throughout the United States 
are making plans as to what crops they 
will plant. Those decisions take time. 
Before one plants a crop, one must ar­
range financing, one must get the nec­
essary machinery, must acquire the nec­
essary labor, must acquire the necessary 
fertilizer. In some instances, one must 
acquire the land. More than 8 million 
people who farm for a living in the 
United States of America are entitled to 
know what they can expect of their Gov­
ernment this year and they are entitled 
to know soon. They ought not to be 
kept waiting any longer. So I hope that 
the Senate can expeditiously act on this 
bill not later than Monday. 

As the Senate knows, we had a unani-

mous-consent agreement to come in this 
morning, 8 hours and 40 minutes from 
now to act on this bill with a 2-hour 
limitation on the bill, 30 minutes on 
each amendment. There was some ob­
jection interposed on the part C?f o;ne 
Democratic Senator. The leadershiP dis­
cussed it with me, with the ranking 
minority member of the Agricultw·e and 
Forestry Committee, and several other 
Senators. Since I have been in the Sen­
ate, for 18 years, I have never asked the 
leadership of this party to postpone a 
bill for the convenience of the Senator 
from Georgia. I have canceled engage­
ments already for Atlanta, Ga., tomor­
row night, on the assumption that the 
Senate would act on this bill today. I 
have never quibbled with the leadership 
about when they ought to schedule mat­
ters for consideration by this body. I 
realize that the leadership needs fiexi­
bility in order to try to accommodate 
themselves to the difficult task which 
they undertake. 

We have 99 Senators-100 Senators­
who have different points of view, differ­
ent reservations, and different time­
tables. I would hope that the request of 
the majority leader would be acceded to. 
I would hope that we could come in at 
11 a.m. Monday in accordance with the 
request that he has made, and I would 
hope that this body could complete ac­
tion on that bill expeditiously Monday, 
in order that those who farm for a living 
in this Nation will know what to expect 
this year. 

Several Senators addressed the Chair. 
Mr. MANSFIELD. I yield to the Sena­

tor from Tennessee. 
Mr. BROCK. Mr. President, I would 

just like to ask, since there are an awful 
lot of Senators who have canceled, as 
has the Senator from Georgia, things for 
tomorrow, and the Senator did not--

Mr. MANSFIELD. Today. 
Mr. BROCK. Well, all right, today, 

Satw·day. I wonder if it would not be 
possible, or what the logic is of putting 
the debate over. I am not sw·e that I 
really understand why we cannot pro­
ceed at least to begin the debate tomor­
row, as was requested and agreed to by 
virtually all Senators in the Chamber. 

Mr. MANSFIELD. We could. All a 
Senator has to do, one Senator, is to in­
terpose an objection to the unanimous­
consent request I made. 

The same arguments would prevail 
for Monday and Tuesday, as would pre­
vail for today. There lS no way_ under 
God's green earth that you can find a 
solution which will take care of all the 
100 Senators of this body at this partic­
ular time, in view of the expectations of 
some days ago. 

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

Mr. MANSFIELD. Yes, indeed. 
Mr. McCLURE. There is, as I under­

stand it, an existing agreement under 
which the bill would be considered today 
if there were objection to the pending 
request of the Senator from Montana? 

Mr. MANSFIELD. Yes; it would be 
considered beginning shortly after 9 
o'clock this morning. 
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Mr. McCLURE. Will the Senator yield 

further? 
Mr. MANSFIELD. Yes. 
Mr. McCLURE. Had the Senator from 

Utah (Mr. Moss) indicated any prefer­
ence whether it be on Monday as com­
pared to Saturday? He is the gentleman 
who made some comment earlier about 
bringing it up on Saturday. 

Mr. MANSFIELD. The Senator from 
Utah will have to speak for himself. I 
yield to him for that purpose. 

Mr. MOSS. Mr. President, I am glad 
to respond to that. The Senator from 
Utah did not ask for the change; it was 
requested by others. 

I would like to point out that we still 
do not have a report. If we start in the 
morning and spend 8 hours on this thing, 
we are going to be starting blind. We do 
not even have anything to look at, to 
find out what we are talking about. 
Therefore, it made sense to me to go over 
to Monday, and I ag1·eed to it. 

I, too, have canceled things for to­
morrow and all next week. I have done 
those things just because, for some rea­
son, we want to get on the agriculture 
bill. The Senator from Georgia thinks it 
is because the farmers have to know 
when to plant; but the Senator from 
Georgia tells me there will not be any 
attempt even to go to conference until 
after we come back. The Senator from 
Utah offered to come back in on the day 
we come in after we have had our non­
legislative period, to come in and, under 
a time limitation, present a single 
amendment, have it voted up or down, 
and have the bill done with. But that was 
not accepted. Therefore, I must take the 
course I took. 

Mr. PASTORE. Mr. President, will the 
majority leader yield? 

Mr. MANSFIELD. First I yield to the 
Republican leader. Then I will yield to 
others. 

Mr. HUGH SCOTT. Mr. President, I 
must say I am in agreement with the 
distinguished Senator from Tennessee. 
One suspects that more than half the 
Senators in this Chamber have canceled 
engagements for tomorrow. I suppose we 
are considering the greatest good for the 
greatest number, and we have got to get 
the fertllizer down to the farmers. The 
Senate is, of course, in an exporting posi­
tion in that regard. [Laughter.] 

But I think we ought to recess, come 
in tomorrow, and finish this bill, if we 
can, tomorrow or Monday. 

Mr. MANSFIELD. I yield to the Sena­
tor from Rhode Island. 

Mr. PASTORE. Mr. President, I agree. 
There is a dimension here that has not 
been discussed. Here it is, 25 minutes 
past 12. There is no guarantee that we 
will get out of this Chamber much before 
2 o'clock. By the time we get back home 
and ready for bed, it will be 3 o'clock in 
the morning, and after all, even the 
Constitution provides against cruel and 
unusual punishment. After all, we are 
dealing with the people's business, and 
I think we ought to deal with it with 
clear, cool, and rested heads. 

Senators know all the machinations 
that can take place in this Chamber. We 
could be harassed and harassed and 
harassed with llve quorum calls, and 

maybe accomplish little or nothing. 
After all, the difference between Satur-

. day and Monday is not going to hurt the 
farmers too much, and if the agreement 
has already been made, why do we not 
just do it that way, and come back here 
Monday? We have to co:rr..e back anyway 
to discuss the conference report, and in 
all probability a conference will be held 
over the weekend, so that we can wind 
up this matter. 

We have to come back anyway. Give us 
a break on this weekend. We came in 
here at 8 o'clock this morning, and here 
it is, 12:30 the next day, and God knows 
when we are going to get out of here 
tonight. To come back here after 4 or 5 
hours and take up an important bill, 
where we do not even have the report, 
I do not think that augurs well with the 
people. 

Monday is not very much different 
than Saturday. I realize Senators have 
called off engagements, and I would hope 
the agreement being suggested by the 
majority leader will be agreed upon, we 
will come back here Monday, and I think 
we will all have a better frame of mind. 
We will not have the harassment that we 
would have tomorrow. We went through 
that on the change of rules, how much 
one Member can stand up and harass this 
body, and ask for a live quorum with 
every single amendment he proposes, and 
by 5 o'clock we would not have accom­
plished anything anyway. I think we 
ought to go home, come back Monday, 
and do the people's business. 

Mr. MANSFIELD. I yield to the Sena­
tor from California. 

Mr. TUNNEY. Mr. President, I do not 
think any Senator wants to ask the entire 
Senate to make accommodations, change 
the entire schedule for him, and I cer­
tainly would not ask that myself. 

On the other hand, I understood until 
appt"oximately an hour ago that we were 
going to have a Saturday session, and as 
a result of that I canceled, as many other 
Senators did, a trip to California in 
which I had several meetings of great 
importance. They are of no importance 
to anyone else in this Chamber, but they 
are of great importance to me, because I 
am up for reelection next year. I wanted 
to go to those meetings. Some of them 
were groups of several hundred people 
that I was speaking to. 

I cannot help but feel that by put­
lng this off until Monday we are mak­
ing a personal accommodation for some 
Senators who feel they do not want to be 
here on Saturday; they would rather be 
here on Monday than Saturday. 

Well, that is fine, except for the fact 
. that we had unanimous-consent agree­
ment that was in being for many days, 
and many of us understand that we were 
going to be coming in on Saturday. 

The one thing that I have heard in the 
corridors of the Senate and in the cloak­
room more than any other thing about 
the scheduling, and recognizing the ter­
rible difficulty that the majority leader 
has in scheduling the business of this 
body to make accommodations to fit the 
schedule of everyone, is the need for 
some degree of security and knowledge of 
what the program is going to be in the 
days ahead, so that we can make plans. 

I think that the majority leader has 
an impossible task, quite frankly, in try­
ing to make that schedule so that it does 
serve for the benefit of the Nation as well 
as individual Senators. But I just cannot 
help but feel that if we have had a sched­
ule that was planned for many days now, 
with a unanimous-consent agreement to 
come in on Saturday, and many of us 
have canceled our Saturday schedules to 
be sure that we are here, and now we are 
going to put it off until Monday, which 
will mean we will have to cancel our 
schedule for Monday after we have al­
ready canceled for Saturday, it just is 
not fair. I am loath to object, as one 
person, in order to satisfy or accommo­
date myself; but I cannot help but have 
the feeling that the accommodation that 
is being made for Monday is to satisfy 
the individual schedules of a few other 
Senators around here. 

Mr. MANSFIELD. May I say that I 
certainly appreciate the sentiments of 
the distinguished Senator from Califor­
nia, and if he feels strongly enough all 
he has to do is to object to the unani­
mous-consent request, and we will do our 
best to come in this morning. 

What I am trying to do is to find a way 
out of a labyrinth in which we find our­
selves because of circumstances over 
which we do not have too much control. 

I yield to the Senator from Kentucky 
as I agreed to. 

Mr. HUDDLESTON. Mr. President-­
Mr. MANSFIELD. I wish somebody 

would say yes or no. 
Mr. WEICKER. I object. 
The PRESIDING OFFICER. Objection 

is heard. 
Mr. MANSFIELD. That is it. Objection 

is heard. 
Mr. CHILES. Mr. President, will the 

leader yield? I wonder if there is not a 
way to try to find a way around there. It 
seems we reallY have more than one 
probiem. We have got to also concern 
ourselves with returning or coming back 
for the conference report on the tax blll 
when we finish that. I would guess that 
perhaps the best chance that that would 
happen would be, say, around Wednes­
day, that that conference report might be 
up. I wonder if we came in tomorrow, and 
if we know that the Senator from Utah 
is going to hold us beyond tomorrow, and 
that is his right, and if we knew that, 
would we not be better off to come ln 
tomorrow, file a cloture motion, call that 
motion up on Wednesday, and then if we 
come in, if we get cloture on Wednesday, 
we would know that we would be able to 
finish the bill, plus have a good shot at 
taking up the conference report on the 
tax thing, and we would know 3 or 4 days 

· in advance so we could at least make our 
schedules and tearing them up for 
Wednesday. 

SEVERAL SENATORS. Vote. 
Mr. MANSFIELD. Mr. President, the 

regular order, please. A Senator is en­
titled to be heard. 

Mr. CHILES. That may be the basis 
on which we could get out. If we come 
in tomorrow we are not going to flnisb. 
the bill. If we come in Monday we are 
not going to finish the bill. So we are 
going to waste those days. It would seem 
much better if we laid down a cloture 
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motion -and go about our business until 
Wednesday when we take up the cloture 
motion. 

Mr. MANSFIELD. It is perfectly legiti­
mate and within the rules of the Senate, 
and if the Senator desires to do so or 
any Senator, he can do so on that basis. 

I yield to the Senator from Maryland. 
I am using my time under the cloture. 

Mr. BEALL. Before the Senator from 
Florida made his suggestion, I was going 
to suggest it might be accommodating 
to most of the Senators if the conference 
report and the agricultural bill would 
be considered on the same day because 
that is something that could be worked 
out. It is a good idea that when the con­
ference report comes back that we start 
the agricultural bill and--

Mr. lVIANSFIELD. If it works that 
way it would be· fine. But we do know 
we have an agricultural bill before us, 
and we do not know as yet when a con­
ference report will be available. 

I yield to the Senator from Arizona. 
Mr. GOLDWATER. Mr. President, l 

would like to point out that none of us 
has seen a report of the agricultural bill, 
and the final effect upon the cotton farm­
ers m my State who are very strongly 
opposed. 

Mr. PASTORE. Mr. President, may we 
have order. I would like to hear the 
Senator. 

Mr. GOLDWATER. They are opposed 
to the legislation as we heard it. 

I think it is very wrong for this body 
to consider such important legislation as 
agriculture within a few hours when we 
have not even seen what we are going to 
talk about. and when they have ah·eady 
entered into a unanimous-consent agree­
ment to vote tomorrow. I do not see how 
you zan do this in good conscience, and 
I suggest that it is rather useless to call 
this an emergency blil. Farmers know 
when they are going to plant. They know 
pretty much what they are going to plant, 
and they know how much money they 
are going to need, and they know all 
about fertilizer. [Laughter.] 

I would certainly hope tha.t the deci­
sion made by the majority leader to 
come in here Monday could be abided by. 
It is going to inconvenience everybody, 
as everything we do in this body in­
conveniences some 1, 2, or 3 of the 100 
Members. But I think we put on a rather 
silly display this week. Now, let us not 
cap this week off by trying to pass a 
multibillion-dollar agricultural bill that 
many large farm organizations do not 
want, and do it in 1 day, in fact, in 2 
hours under a controlled agreement that 
I did not know was made. I do not think 
there were more than three people on the 
:floor when it was asked for. 

I would certainly back the leader in 
his suggestion that we come in on Mon­
day. As I understand it, the distinguished 
chairman of the Senate Agriculture Com­
mittee has no intentions of taking this 
to conference with the House until afte:r 
the recess, so why all the fire? Why aU 
the get-there-tomorrow with it when 
we are already coming up to 1 o'clocl( 
1n the morning and we have not even 
reached a decision an the effort we have 
been In for these last 100 hours? 

OXXI--512-Part 7 

Mr. TALMADGE. Mr. President, will 
the majority leader yield at this point? 

Mr. MANSFIELD. Yes. · 
Mr. TALMADGE. For the information 

of the Senat-e, the committee report ls 
being printed in the Government Print­
ing Office at this moment. It will be on 
every Senator's desk by 9 a.m. tomorrow. 
I believe it is short enough, brief enough, 
simple enough, where every Member of 
this body can read it in less than 30 min­
utes and understand it fully. It is not a 
complicated report. 

As I stated a moment ago in response 
to the distinguished Senator from Ali­
zona, for whom I have very great affec­
tion, it is planting time in many areas 
of the country now, and it will soon be 
planting time in other areas of the coun­
try. Farmers cannot decide today what 
they are going to plant. and plant it to­
morrow. It takes time to make those 
decisions. There must be acquisition of 
fertilizer, acquisition of pesticides, ac­
quisition of farm equipment, acquisition 
of labor and, in many instances, acquisi­
tion of land. 

The farmers of this country are ex­
pecting Congress to act, if the witnesses 
who came before our committee are any 
indication. We had 164 before our com­
mittee. 

Mr. STENNIS. Mr. President, I call for 
order. 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. TALMADGE. We had 2 full weeks 
of hearings. Since the Agl'icultural Act 
of 19'13 was adopted, we have had the 
Arab embargo; we have had inflation 
and, in many instances, that has gone up 
lOQ percent. The target pl'ices and loan 
levels of basic farm commodities in this 
country now are grossly inadequate, and 
I hope the Senate will consider that fact. 

I have no objection to going over tlll 
Monday. I have indicated that to the 
majority leader and the majority whip. 
The ranking Republican member of our 
committee has concurred in that. He 
raises no objections. But I do think this 
Congress ought to act on this blll be­
fore we go home for the Easter recess, 
~nd that is what I urge that we do. 

Mr. MANSFIELD. Mr. President, I 
yield to the Senator from Louisiana. 

Mr. LONG. Mr. President, if we had 
spent the time we. are spending seeking 
a unanimous-consent agreement as to 
when to come in, tomorrow or Monday, 
on the tax bill, we would be through with 
the tax bill. 

Now, I plead with the Senate, let us 
spend the next hour on the tax bill and 
get out of here, and we can eome back 
any time we want to, and I will try to 
accommodate everyone. 

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

Would it be possible now to get a time 
limitation on each of the remaining 
amendments? 

Mr. MANSFIELD. Hold it. Let us get 
one question settled at a time. 

I yield to the assistant majority leader. 
Mr. ROBERT C. BYRD. Mr. President. 

I would hope that we could agree to the 
majority leader's request. I am as in­
convenienced as is any Senator here by 

virtue of the canceling out of the Satur­
day session. I secured unanimous con­
sent 2 to 3 days ago for the Senate to 
meet on Saturday so all Senators were 
on notice. 

I canceled an engagement for tonight! 
which I considered to be a pretty im­
portant engagement. I canceled one for 
Sunday because I felt that we were going 
to be in session here on Saturday. But 
my own personal convenience does not 
matter. 

I do think we ought to settle this 
thing one way or the other, and unless 
we get a new agreement we are locked 
in by the unanimous-consent agreement 
that requires us to come in here today 
at 9 o'clock. There is no way under 
Heaven to change that by a motion. We 
can only do that by unanimous consent. 
And, as the distinguished majority leader 
has stated, any Senator can int-erpose 
that objection, and I would hope we 
would go on and complete action on the 
tax bill, give consent to the majority 
leader's request. come in on Monday at 
11 o'clock and let us see what we can do. 

I think we are going to be the object 
of much criticism by virtue of the fact 
that 100 men cannot decide, cannot 
agree on a time to meet whether it is 
going to be Saturday or whether it is 
going to be Monday. 

Every person here is going to be in­
convenienced one way or tlle other. So, 
for once, let us take the inconvenience 
and go with Monday. I hope that the 
majority leader will make his unani­
mous-consent request once more. 

Mr. MANSFIELD. I will after yielding 
to tlle distinguished Senator from Ken­
tucky who has been waiting so patiently. 

Mr. HUDDLESTON. MI·. President, I 
am sw·e all of you have been inconven­
ienced, and I believe every Member of the 
Senate ought to have every opportunity 
to present an amendment to the bill he 
wants to present, and be given adequate 
time to make his case. 

We are faced with a situation where 
the majority leader has already de~ 
scribed it as a delaying and dilatory 
e1fort that apparently is going to be 
made on this very important piece oi 
legislation. 

Now, it does not really make any dif· 
fet·ence to me, and I have an interest in 
this bill, whether we come in Saturcht8 
or Monday, 1f we are going to do some­
thing about the bill when we cQme in~ 

Now, what I would like to know. Mr. 
Leader, we are here now and we are go .. 
ing to be here either Saturday or Mon .. 
day because e all agreed it was of 
paramount importance that the Senate 
stay in session until we passed the ta.x 
bill and that any recess be delayed until 
that time. 

My question is, What happens if next 
Wednesday we are still working on the 
farm bill and all of the . trips that are 
scheduled to begin to start. are we going 
to continue to dela.y the recess until we 
complete the farm bill, or is the. Senate 
going to be at the mercy of one Senator 
who wants to delay action on a par .. 
ticular section o! the farm. bill? 

Mr. MANSFIELD. I think the Senate 
can render proper judgment at that time. 
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I do not know what it would be, but a 
proper judgment. 

At this time, Mr. President, I would 
like to renew my request. 

Mr. McCLURE. Mr. President, will the 
Senator withhold his request for just a 
moment? 

Mr. MANSFIELD. I would like to get 
a decision, it has been objected to once, 
I would like to go ahead on the tax bill. 

I am getting tired, others are getting 
tired. I would like to get home to see my 
wife, my daughter, my granddaughter, 
and go to my bed. 

Mr. HUMPHREY. Mr. President-­
Mr. McCLURE. I do appreciate the 

Senator yielding, I wonder if it might not 
be possible to accommodate the desires 
of the majority of the Senators if we 
could agree that the farm bill be debated, 
whatever amendments may be offered, 
either tomorrow or Monday, but that all 
votes on amendments and final passage 
of the farm bill be deferred until the 
time that the Senate is considering the 
conference report on the tax bill. 

That would at least give every Senator 
here the oppo1·tunity to come in on one 
time, and one time alone, dw·ing this 
period of time on which to vote. 

Mr. MANSFIELD. Well, the proposal is 
intriguing, but the point is, as I said 
before, we have the agricultural bill be­
fore us, or will have it later this morning. 
We do not know how long it is going 
to take to arrive at an agreement on the 
tax conference. 

I think it would be great if we could 
tie the two together, but I think we are 
jumping ahead of ourselves in trying to 
be definite in that respect at this time. 

Mr. McCLURE. Will the Senator yield 
further? 

It would be my suggestion that we ask 
unanimous consent that the farm bill 
be considered either on Saturday or on 
Monday, and I have no preference as 
to which, with the agreement that no 
votes on the amendments or the final 
passage of that would be in order until 
the time that the Senate considers the 
final passage of the conference 1·eport on 
the tax bill. 

That way, all Senators would be re­
quired to be here for only one period 
of time so far as the votes on both meas­
ures are concerned. 

Mr. MANSFIELD. Again, the suggest­
ing is intriguing, but we would be spin­
ning our wheels as far as the agricultural 
bill was concerned and I do not think it 
would be the right way to approach this 
legislation, even though if both could be 
considered it would save us a lot of time 
and energy and allow many of us to 
avoid the debate and to do other things 
we might have on our mind. 

So at this time, Mr. President, I renew 
my request for--

Mr. HUMPHREY. Mr. Leader, this will 
just take 1 minute. 

May I say, everybody is confused to­
night. They have had appointments and 
have had to change schedules. I was go­
ing to take my grandson to the circus, 
but I should have brought him to the 
Senate. £Laughter.] 

Maybe it would have been a little more 
tun. 

I just hope we will agree with what the 
leader has asked for. If we do this on 
Monday, we will have the bill before us, 
we will have the report before us, and we 
can analyze this legislation, it is not that 
complicated, really, to get over. 

Frankly, I do not mind, I am a night 
man myself, my father told me to stay 
ont of bed, people die there. [Laughter.] 

I felt it was sort of a good idea to stay 
awake. [Laughter.] 

So if my good friend from Connecti­
cut, my good friend from Idaho, or any­
where else, remove their objection, comes 
Monday it will be a beautiful day. In 
Minnesota the snow is melting, and next 
Monday the sun will be shining in Wash­
ington. Let ru all pray for a happy Mon­
day and get the farm bill under way. 

In the meantime, I will come ove1· here 
and give affectionate greetings to my 
friend from Utah, we will not worry 
about a cigarette, a cigar, or tobacco, we 
will get on agriculture. 

So, come on fellows--
The PRESIDING OFFICER. Is the1·e 

objection? 
Mr. BROCK. Object. 
Mr. MANSFIELD. Mr. President, I 

guess we will have to come in at 9 o'clock 
this morning. 

I am sorry we could not work out an 
agreement. 

The PRESIDING OFFICER. The Sen­
ator from Maryland. 

Mr. MANSFIELD. Now, Mr. President, 
I woncier if it would be possible in view 
of the objection made by the Senator 
from lllinois if we might have a limit 
then on all amendments from now on so 
we can reach a conclusion on this bill. 

Mr. LONG. Mr. President, I ask unan­
imous consent that debate on all further 
amendments be limited to 10 minutes to 
be equally divided. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. WEICKER. Reserving the right to 
object, and I will not object, I just want 
to make one comment on that suggestion 
of the distinguished Senator, and those 
who want to vote sometime. 

This Senate had a tax package before 
it with the introduction of the amend­
ment of Mr. BIDEN and Mr. BUMPERS this 
afternoon. Some 10 hours ago we started 
to discuss taxes and unanimous consents. 
We spent the whole afternoon on every­
thing but the actual bill. I can appre­
ciate wanting to go ahead and limit de­
bate right now, but I think that would 
have been a far more appropriate motion 
had it been made on Monday. 

I am not going to ask for a rollcall on 
my amendment. I do not intend to pre­
sume on the time of the Members. But I 
think it is a sad commentary that when 
we have legislation before us that, in 
fact, we only spend 10 hours of the time 
debating the subject matter before us. 

We have discussed everything else 
under the sun and I think the unani­
mous-consent request for the time limi­
tation comes after everybody has had 
his crack at this thing and, actually, now 
we are on the only amendments that 
have any real bearing on the subject 
matter before the Senate. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
The Senator from Maryland. 
Mr. MATHIAS. Mr. President, I have 

an amendment at the desk and I ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will state the amendment. 

The legislative clerk proceeded to read 
the amendment. 

l\fr. MATHIAS. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
On page 42, line 23, strike the period and 

insert ", except as provided in subsection 
(g),". 

After line 23, add a new subsection (g) as 
follows, and renumber the succeeding sub­
sections accordingly. 

"(g) REBATE RECAPTURE FOR Two-EARNER 
CoUPLEs.-In the case of taxpayers who file 
a joint return under subsection 6013, if 
each spouse has earned income, and the 
lower income is either (a) $2,000 or (b) 10 
percent of the total of the earned income 
of the two spouses, whichever is less, there 
may be computed a tax credit as follows: 

(1) There shall first be computed the re­
bate which would have been due to each 
spouse if each had been entitled to file a 
return as a single taxpayer; 

(2) The amount of the rebate otherwise 
due under this section shall be subtracted 
from the sum of the two rebates calculated 
under paragraph (1) above. 

The amoUJlt computed under paragraph 
(2) may be applied by the said spouses as 
a credit against the Federal income taxes 
payable by such spouses on their income for 
1975, if they file a single return jointly under 
section 6013, with respect to such income, 
or a proportionate share of said amount ap­
portioned accordingly to the adjusted gross 
income attributable to each spouse, may be 
applied as a credit by each of said taxpayers 
who may file separately with regard to 1975 
income. 

The PRESIDING OFFICER. The Sen­
ate will give attention to the Senator 
from Maryland, the Senators will take 
their seats. 

Mr. MATHIAS. Mr. President, I will 
try to be even briefer in my presentation 
of this amendment than I was with the 
last in the hope that I will be more suc­
cessful. 

I was consulting with one of our very 
distinguished Membe1·s, the Senator 
from Nebraska, about this amendment 
earlier and he said, "Oh, this amend­
ment should be called the holy matri­
mony amendment." 

In fact, it is the holy matrimony 
amendment because its sole purpose is 
to give to a sober, serious, decent, low­
income malTied couple, both of whom are 
working, the same tax treatment that we 
give to a couple of unmarried swingers 
who are living together but reporting 
separately. 

It simply tries to give some equity to a 
married couple with respect to the rebate 
which the Senate and the House have 
now both agreed should be a part of this 
ta.x program. · 

My amendment would make the rebate 
or refund mechanism provided 1n the 
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House bill, and maintained in the cur­
rent text, more equitable and more eon­
sonant with fundamental Ainerican 
values and beliefs. 

The rebate mechanism as passed by 
the House and as presently before us 
discriminates invidiously and substan­
tially against any wage earner who hap­
pens to be married to another wage­
earner. I have provided charts to all my 
colleagues which demonstrate the extent 
of this discrimination, and which clearly 
show that the discrimination is most 
severe against the lowest income married 
working coupies. 

The rebate mechanism thus has three 
serious faults. 

First, it discriminates against tax­
payers who need help the most--the 
low income married couple in which 
both spouses already work and which is 
very hard hit by infiation and threat­
ened by rising unemployment. 

Second, the rebate mechanism as re­
ported undennines the institution of 
marriage which is fundamental to our 
social system. The rebate mechanism, 
and the tax code generally, provide sig­
nificant financial incentives to indi­
viduals to postpone marriage or to speed 
divorce. It encourages our young people 
to live together without the benefit of 
matrimony and without the serious re­
flection and recognition of mutual re­
sponsibility that is encompassed within 
the framework provided by the marriage 
ceremony. 

Third, the rebate mechanism as it 
stands before us is an indirect, some­
what subtle, but very serious discrimina­
tion against working women in Amer­
ica. For good reasons or bad, in most 
American households in which bath 
spouses work, the woman is regarded as 
the second wage earner and the husband 
as the principal earner. 

The tax code, by combining the in­
comes of both spouses, today taxes the 
second income at a higher rate than the 
first income. This is documented by arti­
cles and charts which I have provided 
to all my colleagues. Therefore, in most 
households we are in effect taxing the 
woman who works at a higher rate than 
the man. The rebate mechanism fur­
'ther discriminates against two-earner 
famtlles and is yet another slap in the 
face to women who work, and a. further 
incentive for them to drop out of the 
labor force and conform to the social 
role which makes them financially de· 
pendent on a man. 

The issue is one of equity, fairness and 
principle. I urge my colleagues to sup­
port my amendment. 

My amendment states that if two 
spouses both have earned income, and 
if they would receive a higher rebate 
were they to file tax returns as un­
married individuals rather than as a 
married couple, then the rebate they lose 
this year because they are married can 
be recaptured next year as a tax credit 

. against their 1975 income. 
Tile amendment is thus structured so 

that it does not in any way delay the 
mailing of rebate checks this year. It will 
not impede the flow of refunds which is 
needed to stimulate the economy. 

But the amendment does insure that 
the rebate mechanism treats individuals 
with similar incomes fairly. 

Now, I agree tha.t the committee will 
raise the objection that this amendment 
is going to cost a lot of money, and they 
may say it will cost as much as $3 billion. 

They may be right. I suspect that they 
cannot say that with any certainty, but 
I can say with certainty that it will not 
cost a penny this year. . 

It provides for a ta..~ credit against the 
19'75 income of that wo:rking couple 
which will be reported against their 1975 
income and reported next year so that 
it does not affect the deficit which bas 
been talked about so much as a part of 
these proceedings. 

What we are seeking here-
The PRESIDING OFFICER. The Sen­

ate will be in order so we can proceed 
1·apidly. 'Ibe Senate will be in order. 

Mr. 1.\.rATHIAS. What we are seeking 
here is what the Senator from Nebraska 
so aptly said earlier is justice. We are 
seeking equity. We are simply trying to 
make a fair rebate of tax moneys to 
those who are married and those who 
are unma1Tied. That is all It does. 

The detailS are, I think, simple. The 
committee, because of the differences 
between the House and Senate versions 
of the rebate, would have ample oppor­
tunity to make whatever adjustments 
might be required as part of the confer­
ence. 

I urge the Senate to adopt the amend­
ment. 

The PRESIDING OFFICER. The Sen­
ator from Louisiana. 

Mr. LONG. Mr. President. this 
amendment would increase the tax cut 
by $3 billion. This is what is known as 
the double rebate. It would permit a 
couple each to compute what their taxes 
would be as individuals and then to add 
the two together. 

The bill is already subject, as I said 
with regard to the Kennedy amendment, 
to the charge that it does too much for 
families compared to individuals as it 
stands now. · 

The Senator says that most of this tax 
loss would not occur in this year, and 
that is correct. Some of it would occur 
in this year. But, Mr. President, his 
amendment is also subject to the argu­
ment that it may very well be that bY 
the time the additional $3 billion tax 
loss hits us the stimulative effect of the 
bill might have gotten the economy 
moving so you did not need to give away 
the additional $3 billion. In my judg­
ment. Mr. President, this amendment 
should not be agreed to. We should not 
have the double rebate for married cou· 
ples because they are being treated more 
fairly than others are now. I move to 
table the amendment, Mr. President. 

Mr. MATHIAS. Will the Senator with­
hold that for a moment? I want to ad­
vise the Senate that when I inquired of 
the Treasury as to the cost of this bill 
they advised me that it would be in the 
neighborhood of $1 billion and not $3 
billion. I would like to ask the manager 
of the bill if he does not agree that what­
ever the sum is. it ~ill not be reflected 
in the current yea.r. 

Mr. LONG. It will be larger next year. 
The estimate I have from the joint com­
mittee staff is the best eStimate I can 
find, and I do not know of any other 
estimate to the contrary. The estimate 
for the revenue loss in this amendment 
is $3 billion, and we are being criticized 
!or going as b.igh as $30 billion the way 
it is now. I hope the amendment is not 
agreed to. I move to table the amend­
ment. 

Mr. MATHIAS. Because of the equity 
of this proposition, would the Senator 
assure us that sometime in the calendar 
year the committee would hold hearings 
on this subject? 

Mr. LONG. If the Senator will with­
draw the amendment, I will. 

Mr. MATHIAS. If the Senator will give 
us that assurance, I will withdraw the 
amendment. I think it is an extremely 
important and equitable principle. If I 
have the assurance, I will withdraw the 
amendment. 

The PRESIDING OFFICER. Without 
obiection, the amendment is withdrawn. 

The Senator from Connecticut. 
AMENDMEN'l' NO. 190, AS U:ODii'IED 

Mr. WEICKER. I call up my amend· 
ment No. 190. 

The PRESIDING OFFICER. The clerk 
ill report. 
Tbe legislative clerk read as follows.: 
The Senator from Connecticut pro· 

poses a new section. The amendment, as 
modified, is as follows: 

At the end o! the bill, add the following 
new section: 
S EC. CREDIT OR EXCLUSION FRoM Gaoss 

INCOME FOR INTEREST ON SAVINGS 
JN Rl!:SI.IJEh""TIAL FINANCW INSTXTU­
TYONS. 

(a) CUntt.-8ubpart A of part IV of sub­
chapter A of chapter 1 (relating to credits 
allowed), as amended by this Act. is amended 
by inserting after section 43 the following 
new section~ 
"SEC. 44. lNTJ:REST ON SAVINGS IN REs~­

DENTIAL FINANCE INSTITUTIONS. 
"(a.) GENEJtAL RuLE.-In the case ot an 

individual, there shall be allowed as a credit 
against th& tax imposed by this chapter for 
the taxable year an amount equal to the 
amount of interest received by the taxpa.yel' 
from a qualified financial institution. 

.. (b) Ll.M:ITATION.-The creQi~ allowed un­
der subsection (a) for a taxable year shall 
not exceed $250 ($500 in the case of a joint 
return of tax under section 6013). 

"(c) DEFl'Nl'rlON.-For purposes of this 
section-

"(1) FlNANClAL INSTITlJTION.-The term 
'financiallmtltution' means: 

.. (A) a bank, aa defined in section 581, 
and which provides mortgage financing for 
the purchase of residential housing. 

"(B) a savings institution described In 
section 591, and which provides mortgage 
financing for the purchase of residential 
housing, and 

"(C) a credit union, the accounts in 
which are insured under the Federal Credit 
Union Act or otherwise insured under State 
law, and which provides mortgage financing 
for the purchase of residential housing. 

"(2) INTEREST RECEIVED.-The term 'inter• 
est received' means interest or dividends on 
savings deposits or withdrawable savings ac­
counts received. by, or credited to the ae­
count ot, an individual.". 

(b) EXCLUSION.-Part ill of subchapter ·B 
of chapter 1 (relating to item spec1fteally ex­
cluded from gross income) is amended-
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( 1) by redesignating section 124 as 125, 

and 
(2) by inserting after section 123 the fol­

lowing new section: 
"SEC. 124. lNTEnEST ON SAVINGS IN RESIDEN• 

TIAL FINANCE INSTITUTIONS. 
"(a) GENERAL RULE.-In the case of an 

individual, gross income does not include 
any amount of interest received by, or 
credited to the account of, a taxpayer from 
a financial institution during the taxable 
year. 

"(b) LIMITATION.-The exclusion allowed 
under subsection (a) for any taxable year 
shall not exceed $1,000 ($2,000 in the case 
of a j<>lnt return of tax under section 6013). 

" (C) ELECTION To TAKE CREDIT IN LIEU OF 
ExcLusxoN.-This section does not apply in 
the case of a taxpayer who, for the taxable 
year, elects to take the credit against tax 
allowed by section 44 (relating to interes1i 
on savings). Such election shall be made in 
the manner and at the time prescribed by 
regulations by the Secretary or his delegate. 

"(d) DEFINITION,-F.or purposes Of this 
section-

"(1) FINANCIAL INSTITUTION.-The. term 
•.financial institution' means: 

.. (A) a bank, as defined in section 581, and 
which provides mortgage .financing for the 
purchase of residential housing, 

.. '(B) a savings institution described in 
section 591, and which provides mortgage ft., 
nancing for the purchase of residential hous .. 
ing, and 

"(C) a credit union, the accounts in 
which are insured under the Federal Credit 
Union Act or otherwise insured under State 
law, and which provides mortgage financing 
for the purchase of residential housing. 

(c) EP'FECTIVE DATE.-The amendments 
made by this section apply to interest re­
ceived by the taxpayel' under December 31, 
1974. 

Mr. WEICKER. Mr. President, as I 
indicated before, I do not intend to pre­
sume on the part of my colleagues by 
asking for a vote on this amendment. I 
will just make a few comments in about 
2 minutes' time. 

As I have indicated, I think it is a 
shame that when we had the economic 
problems of this country before us we 
chose to take an enth·e week and discuss 
a myriad of other matters which did not 
so much pertain to the economy but as 
to certain philosophical monuments of 
long standing and which have been 
present among us even before the 
present crisis. 

I just do not see how we can resolve 
the economic crisis of this country unless 
some sacrifice is asked. We have engaged 
in the old politics by not asking any 
sacrifice but, rather, just handing out a 
platter of tax rebates and tax cuts, in no 
wise trying to set ourselves aright eco­
nomically. I can understand tax cuts and 
tax reforDl as a necessary stimulus for 
the economy and for getting jobs for 
those who are w1employed. Tax rebates 
is a sugar-coated lollypop which can only 
worsen the crisis. 

Now, Mr. President, insofar as I will 
not make it a part of this package but 
will hope that it would be part of a tax 
reform package coming later, I lay before 
you the idea that if you want to stimulate 
the housing industry you are going about 
it the wrong way. Never mind the rebate, 
and I do not care whether it is new or 
old housing. 

The problem is not the availability of 
those to build houses; the problem is not 

the vacancies which extst in new or old 
housing. The problem is money. Even 
though the interest rates have been 
going down, just as soon as the Federal 
Government steps into the borrowing 
market those rates are going to go soar­
ing again. Some people are going to be 
Wlable to buy housing. 

The amendment which I propose, 
which I will not present to a vote to­
night, is to give tax-free status to inter­
est on savings accounts. In effect, you 
are taking money from the private sec­
tor and putting it into the private sector 
and making it available to the housing 
market. That will not be subject to the 
borrowings of the Federal Government. 
It will not .cost the taxpayers anything, 
and it will supply the necessary impetus 
for construction and the ripple effect 
that it has jobwise. 

Mr. President, in view of the fact that 
appa1·ently we are not interested in the 
economic problems but merely want to 
rush through something whereby every­
body can claim an element of authorship 
in something which, believe me, will 
straighten out nothing but only com­
pound the problems not only of the 
country but of the President and, indeed, 
of the Congress, I will withdraw the 
amendment. 

The PRESIDING OFFICER. Without 
objection, the amendment is withdrawn. 

Mr. BROOKE. Will the Senator yield?_ 
Mr. WEICKER. I yield. 
The PRESIDING OFFICER. The Sen­

ate will be in order. 
Mr. BROOKE. I certainly respect the 

Senator from Connecticut and what he 
is trying to do or would have tried to do 
with this amendment, but I just want to 
point out to him that the banks are get­
ting all the money they need today. The 
S. & L.'s have them, the savings banks 
have them. Even in the city of New Bed­
ford, which has an unemployment 1·ate 
today of 14.2, they are busting at the 
seams with money in the banks. So I 
think the money is there. 

I think what we are really lacking in 
the country insofar as housing is con­
cerned, and other things as well, is an 
uncertainty and a lack of confidence 
which we have to 1·estore. Certainly, we 
need to do everything we can to stimu­
late and to encourage people to buy hous­
ing-as the Senator said, to buy either 
existing housing or new housing, hope­
fully, so that we can get the construction 
industry back at work. 

How do we do that? I think we have 
· to do it first of all because the people 
need . something to put down on that 
house. If they have some money in the 
savings bank and they want to buy a 
house, they may not have quite enough to 
put down for the pw·chase of that house. 

If we could give them an incentive for 
building that house or buying that house 
within the next 6 months or within the 
next year when we need it most, then we 
will get people to buy that house. But 
not because they cannot get money. Some 
months ago they could not get money. 
They could not get it at all. If they could 
get it, they were getting it at 10 percent 
and above. But now interest rates are 
coming down. We have many proposi­
tions to bring that interest rate down to 

even 6 percent. But I feel that even if 
we did that, we would still have a seri­
ous problem in getting housing starts 
today in this country. 

I would just sugge.._q; to my distin­
guished co11eague that, rather than giv­
ing a tax credit on savings accounts 
where there is already suflicient money, 
he might tm·n his attention and address 
his attention to the real problem. That 
is the do·wnpayment a person needs in 
order to buy that house. 

I am talking about the low- and mid­
dle-income person that would buy a 
house, say, from $10,000 to $15,000 in 
rural areas ~o $45,000 and no higher than 
$50,000 in urban areas. 

Mr. WEICKER. I appreciate the com­
ments of the di$tinguished Senator from 
Massachusetts. I know the interest he 
has in housing, and I respect the ap­
proach toward the problem. But I am 
not giving away any secrets. The banks 
are sitting there with a large amount of 
money on their hands. They are waiting 
fo1· the borrowing to occur and the in­
terest rates to go up. I think it is mis­
leading-! do not mean that in a bad 
way .. to impute that to the Senator from 
Massachusetts; but I say that for any­
body to believe we are going to have 6-
or 7-percent money out there, "It just 
ain't so." There has been no Federal bor­
rowing of a substantial amount of late, 
and that is the reason. 

Mr. BROOKE. I did not mean to say 
that I expected that the interest rates 
would go down to 6 percent on their own. 
I do expect that the interest rates might 
go down as low as 8 percent. 

I am suggesting that even the dis tin­
guished chairman of the Committee on 
Banking, Housing and Urban Affairs has 
proposed legislation before our commit­
tee that would subsidize, so that you 
would get interest rates at 6 percent. 
That would be with a Government sub­
sidy, of course. That is the only way we 
are going to get it at 6 percent. 

I agree with the Senator that we 
should not mislead anybody that interest 
rates are automatically going to bottom 
out at 6 percent. It could get down to 8 
percent, and it is down at the present 
time. I think HUD statistics will bear 
that out. 

Mr. WEICKER. I thank the Senator. 
I reiterate that it seems to me that 

Congress-and, I might add, the Presi­
dent of the United States-has not asked 
for any sacrifice in the area of energy. 
Until that sacrifice is requested, we are 
not going to solve the energy crisis. 
Therefore, we are not going to attack 
the principal cause of inflation. We in 
Congress have not asked for that sac­
runce insofar as straightening the eco­
nomic ship is concerned. We have sat 
here with a package of tax rebates and 
tax cuts that could only serve to weaken 
the economy further. 

I think the time has come for a little 
straight talk, if not tonight. But sooner 
or later, we are going to be held account­
able for our leadership. So far as I am 
concerned, that leadership has been non­
existent. Politics has been as usual. 
Therefore, I imagine that the recession 
will continue as usual, and the inflation 
as usual; and the energy crisis which 
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started in the fall of 1973_:_and. nothing 
has been done· on that-will continue as 
usual. It is a pessimistic note, but sooner 
or later we will put to our task, and may­
be we will respond. 

Mr. BUMPERS. Mr. President, may we 
have order in the Chamber? 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. BUMPERS. Mr. President, I have 
an amendment at the desk which I am 
not going to present. I associate myself 
essentially with what has been said. 

I was going to offer an amendment 
which would have deleted section 205 of 
title II of the act, which would give peo­
ple up to 5 percent or $2,000 to build a 
house between now and January 1 of 
1976. 

I feel that the fastest way to stimulate 
the economy of this country is to stimu­
late the housing industry. Not only is it 
labor intensive, but also, you get a very 
tangible result in providing people with 
homes which they so desperately need. 

I objected to this. I know that the Fi­
nance Committee pursued this proposal 
very carefully. I objected to it, and I am 
not going to present that objection, be­
cause I hope the conference committee 
will give it very serious thought and con­
sideration. I think that to offer people 
$2,000 to build a house, one, will certainly 
absorb the housing inventory that exists 
in this country today. But it will not nec­
essarily stimulate the construction of 
new homes. 

Second, I think there are all kinds of 
potentials for abuse in such a program. 
The difficulties of administering such a 
program are going to make it counter­
productive. 

For example, a man who chose to build 
his own home and had it half completed 
on March 13 will have the opportunity of 
allocating that portion of his house whiclJ 
was built and completed after March 13, 
as opposed to that part which was built 
before March 13. That is the decision he 
will make in taking tax credit at the end 
of the year on his tax return. 

Finally, it is open-ended. The commit­
tee put a billion-dollar price tag on this, 
but there is really no way of knowing. If 
it served the effect we would like it to 
serve, they would run as high as $1, $3, 
or even $4 billion. So we have no way 
of judging the effect it is going to have 
on the Treasury·. 

For all those reasons, and as strongly 
as I want to stimulate the housing indus­
try, that part of the bill was objectionable 
to me. But in the interest of time and in 
the interest of what I know will be a 
productive conference committee, I will 
not present that amendment, in which 
the distinguished Senator from Colorado 
(Mr. GARY W. HART) joined me; and I 
should like to associate him with there­
marks I have just made. 

The PRESIDING OFFICER. The bill is 
open to further amendment. 

-Mr. LONG. Mr. President, I call up my 
amendment to eliminate the increase in 
the surtax exemption. · 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as·follows: 
The Senator from Louisiana <Mr. 

LONG) proposes an amendment: 

Page 85, lines 21-22, strike out "and In-
crease in Surtax Exemption". · 

Page 86, strike out llne 21 through line 13 
on page 87. 

Page 88, strike out line 14 through line 23. 

Mr. LONG. Mr. President, I have 
gained the impression from hearing Sen­
ators that they would like to reduce the 
amount of the so-called tax cut in this 
bill. 

In my judgment, the area where there 
is the greatest overlap of tax advantage 
occurs in the name of small business. The 
Secretary of the Treasury testified that 
the pi·ovision that the House sent us to 
increase the surtax exemption from 
$25,000 to $50,000 could not be justified. 

There was also an article in the Wall 
Street Journal pointing this out as a new 
tax loophole in the law. 

We did increase the investment tax 
credit. These corporations get the invest­
ment tax credit of 12 percent. In addi­
tion, these corporations receive a tax-rate 
decrease which averages 15 percent. 
Their rate is reduced from 22 percent 
down to 18 percent. In addition, they get 
a doubling of the size of the surtax ex­
emption from $25,000 to $50,000-an­
other 38-percent tax cut. They get in 
total a triple break in the tax cut. 

If you want to reduce something, these 
corporations, having benefited three 
different ways, should be satisfied to be 
benefited but two ways, and I urge that 
that provision be stricken from the bill. 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen­

ator from New York. 
Mr. JAVITS. Mr. President, I claim 

the time in opposition, and I yield my­
self 5 minutes. 

The PRESIDING OFFICER. The Sen­
ator from New York. 

Mr. JA VITS. Mr. President, we have 
heard a great deal about sudden amend­
ments. This is a very sudden amendment, 
and it affects a very large segment of 
America; because, in number, about 85 
percent of all Ame1ican business is small 
business. 

This has been one of the classic de­
mands of the small businessman, who 
finds it very difficult to raise capital and 
therefore finds in this opportunity of a 
tax break on low earnings-this all re­
lates to relatively low earnings for a busi­
ness concern-the opportunity to accu­
mulate some capital. I cannot ten, stand­
ing here at 10 minutes after 1 in the 
morning, whether Senator LONG is right 
or wrong. All that I know is that in most 
cases, there are two sides to every ques­
tion. 

Senator NELSON is the chairman of our 
committee. I am the ranking member of 
the Committee on Small Business. He has 
introduced a bill very recently, in which 
I have joined, a rather classic tax bill 
for small business, expressly seeking this 
kind of tax benefit for small business. 
Hence, Mr. President, I do not feel that 
I can just let the matter go unchallenged, 
with all my respect for Senator LoNG, 
and I do not need to affirm that. He 
knows it very well. 

I do not know what the Senator intends 
to do about pressing his amendment. I 
would suggest that as chairman of the 
Committee on ·Finance, he can get it 

considered any time. This· is no big 
emergency matter. Just as he has urged 
many Members here not to press some­
thing that is a really major, serious 
question to many small business concerns 
and many individuals about which there 
may be two sides, I hope that he will not 
press this. If he does, and that is his priv­
ilege, I feel that we should have a roll­
call, Mr. President, and I shall move to 
table it. 

I realize that I am bucking very dif­
ficult odds with the chairman of the com­
mittee. But in all fairness and candor, to 
pull something like this out of the deck 
and put it up at this point, in my judg­
ment, merits the very same argument 
that the chairman has made, not once 
but a number of times, this very night. 

Mr. HASKELL. ·will the Senator yield? 
Mr. JA VITS. I yield. 
Mr. HASKELL. Will the Senator yield? 

to speak in opposition to the Senator from 
Louisiana as chairman of the Committee 
on Finance. Basically, in the tax pack­
age, the relief for business is the invest­
ment credit, and basically, this goes to 
very large, capital-intensive, high-equip­
ment-using businesses. Really, the re­
lief for small businesses is two-fold: It 
is the raising of the exemption from 25 to 
50, it is the lowering of the rate from 22 
to 18. 

The distinguished Senator from Louisi­
ana would take a good part of that re­
lief for small business away. I stand to 
be corrected on this by the Senator from 
Louisiana, but my recollection is that the 
$25,000 exemption has been there for 
approximately a generation and, there­
fore, is probably worth about one-half 
to one-fourth of what it was a genera­
tion ago. So I shall be compelled to op­
pose this. 

I am not going to call for the yeas and 
nays. I shall ask for a division and· I 
shall ask for somebody to get Senators 
from the cloakrooms so we can have a 
division on this. 

Mr. JA VITS. Mr. President, I think 
I have the floor still on this, do I not? 

The PRESIDING OFFICER. The Sen­
ator from New York has the floor. 

Mr. JAVITS. Mr. President, I demand 
the yeas and nays on the amendment. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. ABOUREZK. Mr. President. 
Mr. LONG. Mr. President. 
The PRESIDING OFFICER. The Sen­

ator from Louisiana has 2 minutes. -
Mr. LONG. Mr. President, I point out 

that there are more benefits for this 
small group in the House bill-it was the 
House bill that increased this tax ex­
emption. There are more benefits for 
small businesses which have incorpo­
rated, as contrasted to small businesses 
operating as proprietorships and as 
partnerships. Then the Committee on 
Small Business came in with a whole 
package of additional benefits for small 
business, expanding the investment 
business, such as expanding the invest­
ment credit for used equipment and cut­
ting the 22 percent tax rate. The whole 
package was added to the bill in the com­
mittee as well. 
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Mr. President, there is no group that 

gets as many benefits than those incor­
porated as small business. And increas­
iug the surtax exemption does not help 
any but those incorporated small busi­
nesses that have taxable income over 
$25,000. 

Mr. McCLELLAN. Mr. President, a 
parliamentary inquiry. 

The PRESIDING OFFICER. The Sen­
ator will state it. 

Mr. McCLELLAN. Will the vote be a 
straight presentation or up and down 
on the amendment? 

The PRESIDING OFFICER. The 
Chair is advised that at this point, the 
vote is on the amendment. 

Mr. ABOUREZK. Mr. President, I 
want to ask unanimous consent again 
that all rollcall votes, up through final 
passage, be of 10 minutes' duration. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The question 
1s on agreeing to the amendment. The 
yeas and nays have been ordered. The 
clerk will call the roll. 

The second assistant legislative clerk 
called the roll. 

Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas <Mr. BENT­
SEN), the Senator from Alabama <Mr. 
SPARKMAN), the Senator from Misso~i 
(Mr. SYMINGTON), are necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. McGovERN), 
is absent on omcial business. 

Mr. GRIFFIN. I announce that the 
Senator from Oklahoma <Mr. BELLMON), 
the Senator from Oregon <Mr. PAcK­
wooD), the Senator from Alaska <Mr. 
STEVENS), and the Senator from North 
Dakota <Mr. YoUNG), are necessarily 
absent. 

I further announce that the Senator 
from Ohio (Mr. TAFT), is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio (Mr. 
TAFT) would vote "nay.'' 

The result was announced-yeas 17, 
nays 73, as follows: 

[Rollcall Vote No. 111 Leg.] 

YEAS-17 
Byrd, 

Harry F., Jr. 
CUrtis 
Eastland 
Fannin 
Hansen 

Hartke 
Johnston 
Long 
Mansfield 
McClellan 
Pell 

NAY5-'73 
Abourezk Garn 
Allen Glenn 
Baker Goldwater 
Bartlett Gravel 
Bayh Gr111in 
Beall Hart, Gary W. 
Biden Hart, Philip A. 
Brock Haskell 
Brooke Hatfield 
Buckley Hathaway 
Bumpers Helms 
Burdick Hollings 
Byrd, Robert C. Hruska 
Cannon Huddleston 
Case Humphrey 
Chiles Inouye 
Church Jackson 
Clark Javits 
Cranston Kennedy 
CUlver Laxalt 
Dole Leahy 
Domenlcl llagnuson 
Eagleton l!4atbias 
Pong McClure 
Ford McGee 

Ribico1f 
Roth 
Stennis 
Stone 
Talmadge 
Tunney 

Mcintyre 
Metcalf 
Mondale 
Montoya 
Morgan 
Moss 
Muskle 
Nelson 
Nunn 
Pastore 
Pearson 
Percy 
Proxmire 
Randolph 
Sehweiker 
Scott, Hugh 
Scott, 

WilllamL. 
Sta1ford 
.Stevenson 
Thurmond 
Tower 
Weicker 
Williams 

Bellmon 
Bentsen 
McGovern 

So Mr. 
jected. 

NOT VOTING-9 
Packwood Symington 
Sparkman Taft 
Stevens Young 

LoNG's amendment was re-

Mr. JAVITS. Mr. President. I move to 
reconsider the vote by which the amend­
ment was rejected. 

Mr. DOMENICI. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. LONG. Mr. President, under the 
unanimous consent agreement previously 
attained, I have a right to .send technical 
and conforming amendments to the desk. 
I send such amendments to the desk. 

The PRESIDING OFFICER. The clerk 
will rep<>rt the amendments. 

The legislative clerk read as follows: 
Th~ Senator from Louisiana (Mr. LoNG) 

proposes certain technical amendments. 

Mr. LoNG's amendments are as follows: 
On page 61, between lines 11 and 12, in­

sert the following: 
On page 61, line 12, strike out "(2)" and 

insert "(3) ". 
On page 61, line 19, strike out "(3)" and 

insert "(4) ". 
On page 61, after line 24, insert the follow­

ing: 
SEC. 206. EFFECTIVE DATES. 

(a) Sections 201 and 203.-The amend­
ments made by section 201 and 203 apply to 
taxable years beginning after December 31, 
1974, and before January 1, 1976. 

(b) Section 202.-The amendments made 
by section 202 apply to taxable years begin­
ning after December 31, 1974, and before 
January 1, 1977. For purposes of section 21 
of the Internal Revenue Code of 1954, the 
amendments made by this section shall not 
be considered a change in the rate of tax. 

(c) Section 204.-The amendments made 
by section 204 apply to wages paid after 
April 30, 1975. 

The amendments were agreed to. 
Mr. LONG. Mr. President, I believe 

that the RECORD should show that this 
is a tax cut bill of slightly less than $30 
billion: $29.3 billion. I say that because 
the bill, after the controversy over tax 
reform, picks up a considerable amount 
of revenue in some respects while it pro­
vides tax cuts in others. I think the tax 
increases should be balanced against the 
tax cuts. So I think, on balance, this 
should be looked upon as a $29.3 billion 
tax cut bill, which is considerably below 
what I had predicted it would be when 
the measure was reported by the Com­
mittee on Finance, on the theory that 
the Senate would probably insist on add­
ing more than that to this measure. 

Mr. MUSKIE. Mr. President, the Sen­
ate this week bas voted tax reductions in 
both this year and the next which will 
provide an immediate stimulus to a re­
cession-ridden economy and additional 
incentives to help sustain long term 
growth. By putting almost $30 billion 
back into the economy, we can increase 
the purchasing power of our citizens and 
restore strength to the business com­
munity . 

We have focused individual tax relief 
on the low- and middle-income wage 
earners who have the greatest need and 
will make the greatest use of this revenue. 

We have directed tax relief to our 
Nation's business community-with em­
phasis on small businesses and the hous­
ing industry-which is intended to bring 
new growth and help hire new employees. 

Finally, the Senate has closed a large 
loophole in the tax code which allowed 
excessive profits through use of the per­
centage depletion allowance on oil and 
gas and the handling of taxes on foreign 
income. 

The proposal by the administration 
falls short of those goals. The President's 
proposal for an immediate rebate on Fed­
eral taxes is too small. His proposal would 
end with this calendar year, and the 
growth it might spark would tend to 
dwindle by the end of that period. 

In 1974, this country experienced the 
largest annual decline in the gross na­
tional product since 1946. During 1975 it 
is expected that the gap between our po­
tential and our actual gross national 
product could reach $200 billion. That 
would be the equivalent of $1,000 for 
every person in this country. 

We all generally agree upon the eco­
nomic goals for this year and the next. 
We must stop this economic decline and 
turn the recession around. We must re­
establish orderly economic growth. Aild 
we must overcome the record-high 8.2 
percent unemployment recorded in Feb­
ruary-the highest in this country since 
1941. Finally, we must bring down the 
intolerable rate of inflation. 

The $29.3 billion dollar tax reduction 
measure approved by the U.S. Senate is 
a responsible approach. It will go far to­
ward achieving those goals-to stimulate 
the economy and get it moving without 
inviting a new round of inflation. If it 
were not for the recession, we would have 
a surplus-not a deficit budget. 

The choices before us were not easy. 
But it was important to assure that the 
reductions we approved would benefit the 
entire country-that it would act as a 
general stimulus without favoring any 
one segment of the e.conomy and without 
pushing the country into any greater 
deficit than necessary. 

Let us look at the solutions that we 
have agreed upon. We have provided 
$22.5 billion worth of tax relief to indi­
viduals. This will give the American peo­
ple additional money to cope with the 
harsh impact of rising costs and to en­
courage them to start purchasing con­
sumer goods again. These reductions will 
go in large part to low- and middle­
income wage earners and to those of our 
citizens on the social security rolls who 
have been coping with escalating costs 
while they are bound by fixed sources of 
income. 

For each person who paid Federal in­
come taxes in 1974, the Senate measure 
would provide a 12 percent rebate of 
those taxes up to $240 per individual. 
This is the basic stimulus which our 
economy needs to help renew consumer 
purchasing and restore consumer 
confidence. 

The Senate bill gives each taxpayer 
the option to elect taking a $200 credit 
on 1975 taxes instead of the $750 exemp­
tion. This would provide $6.1 billion in 
relief to low- and middle-income wage 
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earners. This is also important as a re­
form of our present tax structure as it 
provides more equitable tax relief for all 
those who have been limited to the $750 
personal exemption. 

That exemption has benefited the 
rich-as it is worth $525 to persons in a 
70-percent tax bracket--while it has dis­
criminated against the low- and middle­
income wage earner-since it is worth 
only $125 to the individuals in the 14 
percent tax bracket. 

The Senate has provided another $1.7 
billion in assistance to those workers with 
families who earn up to $4,000 in the 
form of a 10 percent reduction in the 
taxes they owe up to a maximum credit 
of $400. This is phased out between in­
comes of $4,000 and $8,000. 

One of the first segments of the econ­
omy to stumble in the battle against in­
flation was the housing industry. In 1972, 
2.4 million new houses were started. In 
1973, the number had dropped to 2.1 mil­
lion. In 1974, the drop was to 1.4 million, 
and by January of this year, it was antic­
ipated that the annual rate of housing 
starts would be under 1 million. It is 
essential that we turn this industry 
around and provide a stimulus for Ameri­
cans to again begin to purchase new 
homes. The Senate bill would allow in­
dividual taxpayers to reduce their taxes 
by 5 percent up to $2,000 of the cost of 
a new home purchased between March 13 
and December 31 of this year. 

For our older Americans and other 
citizens who must rely upon social secu­
rity and railroad retirement payments,. 
the Senate bill provides $100 to each re­
cipient for a total of $3 billion to help 
them cope with inflationary costs which 
outstrip their fixed incomes. 

We have provided $7 billion dollars to 
encourage a new cycle of business invest­
ment and activity. We hope the com­
bined reductions will renew purchases 
of consumer goods, rejuvenate retail 
sales and industrial production and get 
more of our citizens back to work. And 
$1.9 billion of this reduction is directed 
at small businesses in the form of an in­
crease in the surtax exemption-the 22 
percent corporate rate would apply to 
the first $50,000 instead of the first 
$25,000 and the rate itself would be re­
duced to 18 percent. 

In an effort to encourage businesses 
and utilities to invest in new facilities, 
the investment tax credit is increased 
to a permanent rate of 10 percent from 
the present 7 percent--4 percent for 
utilities. For a 2-year period, the tax­
payers may claim up to a 12 percent in­
vestment tax credit. 

If that credit is elected, an employer 
must contribute one-half of the addi­
tional 2 percent gained under this 
credit to an employee stock ownership 
plan. Finally, the Senate bill repeals the 
10 percent manufacturers excise tax 
levied on new trucks and buses and the 
8 percent manufacturers excise tax on 
truck parts. It is estimated that this will 
reduce costs on these items by an esti­
mated $7 million in 1975. 

Mr. President, when the Congress set 
about the task of stimulating economic 
recovery, our goal was to provide suffici­
ent reductions in taxes for both individ-

uals and businesses to combat the impact 
of the current recession. 

It is inevitable in the consideration 
of tax legislation, that certain issues of 
tax reform are considered. On Thursday, 
the Senate adopted long-overdue re­
forms in the availability of the percen­
taged depletion allowance to the oil and 
gas industry-reforms which will pro­
vide additional revenues to the Federal 
Treasury at a time when that industry 
has experienced record windfall profits. 
This is a realistic reform which will help 
restore equity to our tax structure with­
out appreciable impact on the develop­
ment of new oil and gas resources. 

This achievement is no substitute for 
long-range, comprehensive tax reform. 
I am preparing legislation to introduce 
again in this Congress which would pro­
pose reforms in the Internal Revenue 
Code and to restore the basic premise of 
our system of taxation-that taxes be 
measured by ability to pay and that citi­
zens with equal resources make equal 
contributions to the costs of government. 

In many fields of law, government and 
custom, we have made great strides to­
ward carrying out the goal of the Decla­
ration of Independence that all men are 
created equal. In other areas we have 
much progress to make. In the area of 
taxation we actually have moved away 
from the standard of equality we all have 
sought to achieve. 

We started with the idea of collecting 
taxes in direct proportion to the abil­
ity to pay them. We have strayed from 
that path and it is time to go back to the 
precepts which guided us in the begin­
ning. 

I know that the distinguished chair­
man and the members of the Committee 
on Finance intend to give thorough con­
sideration to this most important issue. 

Most of us in the Senate who believe in 
the vital need for tax reform have with­
held our proposals at this time so that 
we would not delay the need for immedi­
ate tax relief to all of our citizens. We be­
lieve that this is a responsible approach 
at this time and hope that comprehensive 
tax reform will be forthcoming in the 
very near future. 

Mr. President, the economy needs a 
strong stimulus. I hope that the House 
and Senate conferees will agree upon the 
Senate bill which I believe is a respon­
sible approach toward moving us out 
of a recession and into an economy of 
growth and renewed prosperity. 

Mr. HANSEN. Mr. President, I rise to 
express my belief that the total revenue 
loss to the Treasury as a result of this 
bill is far too high. Mr. President, my 
concern is that this $29.3 billion bill will 
over-stimulate the economy and lead to 
an even higher round of inflation. 

In the President's state of the Union 
message, he outlined a tax cut proposal. 
This proposal resulted in the adminis­
tration's $16.3 billion tax bill. When that 
tax package emerged from the House, 
the $16.3 billion package had grown to 
$19.8 billion. The tax cut bill has now 
emerged from the Senate with a total 
revenue loss of $29.3 billion, a figure that 
is far too high. More importantly, the 
Senate bill will have a total tax cut/re­
bate stimulative effect of $33.1 billion. 

Mr. President, this amount of stimula­
tion is far in excess of the amount rec­
ommended by the President, and, I sub­
mit, will overstimulate the economy, 
resulting in even higher inflation rates. 
A rise in the rate of inflation will surely 
consume the effect of the tax rebate in a 
further round of higher prices. This oc­
cwTence will not only leave the American 
people in no better shape than they pres­
ently find themselves, but will do irrep­
arable damage to the Nation's finan­
cial ability to sustain itself. 

Mr. President, on Monday of this 
week, Secretary Simon, in testimony be­
fore the Senate Budget Committee, indi­
cated-

It is essential to understand that the 
forces of inflation are very largely to blame 
for the recession we are experiencing to• 
day. Both the housing industry and con­
sumer spending, a.s I have noted, first tum­
bled under the pressures of rising prices. If 
we revive those pressures through excessive 
fiscal and monetary policies, there is a very 
real danger that we could enter a new and 
more vicious cycle of inflation and recession. 
Because of the continuing danger of infla­
tion, we must carefully avoid the temptation 
of trying to return to full employment at 
breakneck speed. Instead, we must attack 
both the recession and inflation at the same 
time, and that requires a balanced, careful 
approach. 

Mr. President, clearly an economic 
stimulus of $29.3 billion represents nei­
ther a balanced nor carefully conceived 
approach. I wo\'.ld hasten to indicate 
that we may buY our way back from 
the Nation's present unemployment 
problems only to find ourselves in a 
worse condition. 

I wish to draw my colleagues' atten­
tion to an article that appeared in to­
day's Washington Post. The article in­
dicated that though Britain has the low­
est rate of unemployment of any major 
developeq. country, it is the lone major 
industrial nation where inflation is 
worsening. The latest figures indicate 
that retail prices in Britain are 19.9 per­
cent higher than a year ago, and the gap 
has been widening almost every month. 

My concern, Mr. President, is that the 
United States may cure unemployment 
only at the expense of far worsening in­
flation. Such a course is far from being a 
balanced and carefully conceived ap­
proach to economic recovery, but rather, 
a step toward the ill-fated approach of 
the British. 

Mr. President, an additional fact()r 
that concerns me is that this bill will 
significantly add to this Nation's growing 
deficit. 

The Department of Treasury esti­
mates are that the United States will 
experience deficits in excess of $45 billion 
and $80 billion for fiscal year 1975 and 
fiscal year 1976. Secretary Simon has 
indicated that he is fearful that the capi­
tal markets cannot meet such heavy fed­
eral demands for funds without produc­
ing seriously adverse economic conse­
quences. 

The Secretary has indicated that the 
danger of this extremely high Federal 
capital demand is twofold: 

One possibility is that the excessive fed­
eral demands on the capital markets would 
set in motion a vicious competition between 



8118 CONGRESSIONAL :RECORD-SENATE March 21, 1975 
the government and private borrowers for 
capital funds. Inevitably, mortgage bor­
rowers and medium to lower-rated business 
borrowers would be crowded out of the 
marketplace. This could abort the expected 
economic recovery a.t an early stage and 
cause unemployment to rlse again. 

Another possibility would be for the Fed­
eral Reserve to accommodate the enormous 
borrowing requirements of the Federal Gov­
ernment, as well as private demands, by 
creating a more rapid growth in money and 
credit. This might postpone the adverse im­
pact on the recovery for perhaps a year or 
two. But the consequences of such action 
would soon catch up with us in the form of 
a reaccelerated inflation followed by a. new 
recession and higher unemployment. 

Many of my colleagues have indicated 
that we do not need to worry about these 
problems because even though the def­
icit has grown, the economy has also 
substantially grown. They argue that big 
deficits can be easily accommodated by a 
big economy. I do not buy this. 

Secretary Simon addressed this argu­
ment in his March 17 testimony before 
the Budget Committee: 

In fiscal year 1975, a budget deficit of $45 
billion will amount to about 3.1 percent of 
the Gross National Product, while in fiscal 
year 1976, an $80 billion deficit wlll come to 
about 5.0 percent. It is true that on some oc­
casions in the past we have approached such 
deficit levels-at least the 1975 level. The 
times most often cited for comparison are 
fiscal years 1959 and 1968, in which the de­
ficits reached 2.7 and 8.0 percent of the GNP 
respectively. But what ls usually left unsaid 
in such comparisons is that the deficits asso­
ciated with those periods were confined to a 
single fiscal year. In fiscal year 1960 and again 
in fiscal 1969, the budget returned to sur­
plus. This time, however, we anticipate very 
large deficits not just for a single year but for 
three years in a row. 

Moreover, even though the Nation's 
GNP has grown, there has not been a 
comparable rise in the Nation's forma­
tion of capital, and it is the lack of ade­
quate capital formation that should be 
our true concern. Inadequate capital for­
mation that has caused interest rates to 
skyrocket, investment in new production 
to decline and, accordingly, placing a 
higher and higher demand on the Na­
tion's available production, resulting in 
higher and higher prices. 

Mr. President, we cannot justify in­
creased deficit spending based on in­
creased GNP, even assuming that GNP 
increases keep up with deficit increases. 
We must look to see whether the finan­
cial market has sufficient capital to :fi­
nance the growing Federal deficit and 
still leave room for private sector finan­
cing. 

The long and short of all this is that 
we can no longer justify larger Federal 
deficits based on a larger GNP. 

Mr. President, during the next year, 
local, State and Federal Government 
units will absorb 90 percent of all avail­
able capital. The result of this capital 
demand will leave the business com .. 
munity competing for the remaining 10 
percent. This competition will lead to 
higher and higher interest rates and 
more infiation. 

On this point I would like to direct 
my colleagues' attention to a recent edi­
torial in the Wall Street Journal, and 
ask unanimous consent that it be in-

eluded in the RECORD immediately fol.,. 
lowing my remarks. 
· Mr. President, it is surely time for the 

Congress to recognize that it cannot 
spend this country into prosperity. It is 
for this reason that I cannot support this 
bill. 

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

[From the Wall Street Journal, 
Mar. 13, 1975] 
CROWDING OUT 

Understanding the economy in 1975, un­
fortunately for those of us with enough on 
our minds already, requires a.n understand­
ing of an esoteric economic debate over 
something called "crowding out." 

Treasury Secretary Simon sounded the first 
guns in this debate by warning that financial 
markets cannot finance both the huge fed­
eral deficit and the needs of private borrow­
ers. Some economists have described his fear 
as "hysterical." In a. letter to The New York 
Times, six prestigious liberal economists said 
the problem would be handled through an 
"accounting identity." But in recent weeks, 
independent analyses have been conducted 
by Norman B. Ture, a Washington-based con­
sulting economist, and Allan H. Meltzer of 
Carnegie-Mellon University. Each reports 
that, until he got the numbers down, he 
could not believe things are as bad as they 
are. 

The crux of the matter is that when the 
federal government borrows to cover its def­
icits, it competes with private borrowers who 
need funds to invest in plant construction 
and housing. Both government and private 
needs must be met from the savings pool, 
which consists of business savings (profits 
plus depreciation and other "capital con­
sumption allowances"), personal savings and 
inflows of foreign funds. Allowing for special 
factors and statistical error, the two totals 
will always be the same; this is the "ac­
counting identity." 

The problem is that if you plug some rea­
sonable 1975 projections into this equation, 
it is very hard to get the totals to come out 
equal. This suggests that as the heavy gov­
ernment borrowings come on stream in the 
second half, the economy may well be in for 
some type of severe shock now only dlmly 
foreseen. A typical projection, with calendar 
year 1974 as a. base, would look something 
like this: 

Billion dollars 

1974 

Invest. + Deficit E<;. B~. Sav. + Per. Sav. + Fur. lnv. 
208.9 + 5.9 EQ. 136.5 + 76.7 + 3. 6 

Total 214.8 Eq. total 216.8. 

1975 

205 + 70 Eq. 150 + SO + 10 
Total 275. Eq. 240. 
Eq. means equals. 

First, a word about the estimates. Private 
investment may fall off more rapidly, but so 
may corporate profits. Personal savings may 
be higl.er if the savings rate rises but will 
lower if personal income falls. The net in­
flow of foreign funds may increase, but the 
above estimate already provides a. tripling in 
a. year's time. The estimate of a $35 billion 
gap is essentially a conservative one, and the 
question is, how will this gap be closed? 

Part of the gap-and in a. sense the whole 
debate is over how much-will be filled by 
the Federal Reserve System's purchases of 
federal debt by in effect printing up new 
money. Over the course of a. normal year, 
the Fed will buy federal securities, thus 
injecting reserves into the banking system 
and making the money supply grow. It's 
easy enough to calculate roughly the rela.-

tionship between the Fed's purchases and 
money growth. At a 6% growth in the nar­
rowly defined money supply, the Fed would 
buy about $7 blllion in new federal debt. 
If the Fed closes the gap by buying the 
whole $35 billion, the money supply would 
grow by about 30% over a year's time. 

Before we go one sentence further, let 
everyone understand that money growth any­
thing like the latter figure will not only 
rekindle inflation, but will make interest 
rates go up, not down. As soon a.s lenders 
and borrowers see that kind of money growth 
coming, they will start to crank higher in­
flation estimates into their calculations. Mr. 
Ture expects the Fed to monetize the bulk 
of the deficit, for example, and talks in 
terms of a prime rate of 20% by the end of 
1975. 

If the Fed pursues reasonably moderate 
money growth, the deficits will still make 
interest rates rise, though not so astronomi­
cally. The normal operations of the market 
would balance the equation through higher 
interest rates, discouraging borrowing and 
encouraging savings and foreign inflows. But 
with a $35 billion gap to close, this implies 
interest rates that still might be high enough, 
to cause severe problems. 

A drop in business investment below $205 
billion implies a much deeper economic 
decline than so far predicted. Even the pes­
simistic predictions of the Council of Eco­
nomic Advisers looked for a. small increase, 
not decrease, in private investment. 

Alternatively, the $80 billion in personal 
savings is based on a savings rate of 7.9% 
of a disposable income of $1,049 billion. Over 
the last 25 years, the savings rate has ranged 
from 4.9% to 8.2%. To generate an extra. 
$35 billion it would have to leap to an im­
plausible 11%. 

Finally, the interest rates necessary to force 
savings up and investment down by such 
an amount might themselves be high enough 
to prevent a. recovery. The effect on the hous­
ing sector, in particular~ is entirely pre­
dictable. 

The long and short of the analysis 1s that 
somewhere between a. federal deficit of $50 
billion and a federal deficit of $80 billion the 
string snaps. To maintain the "accounting 
identity," you are all but forced to assume 
the economy wlll unwind in one way or 
another. You can make the same kind of 
analysis not through the National Income 
Accounts as above, but through a. different 
"flow of funds" methodology. Salomon 
Brothers did this earlier in the year, coming 
to this conclusion= 

. "The consequences of a U.S. budget deficit 
substantially greater than the nearly $50 bil­
lion estimated by us for calendar 1975 should 
be clearly recognized. Such a deficit could be 
reasonably financed only if the economic 
contraction this year is much greater than 
we expect. otherwise the budget deficit would 
either lead to a vicious struggle for funds 
between private borrowers and the govern­
ment, or the Federal Reserve would have to 
supply funds without regard to its long-range 
responsibilities. In any event, a larger than 
expected deficit would threaten economic 
recovery, despite the best intentions ot gov­
ernment, by crowding out medium to lower 
rated borrowers, many of whom are already 
in peril, and mortgage borrowers as well, thus 
aborting recovery in housing activity.'' 

Last week Walter W. Heller, a. valued mem­
ber of our Board of Contributors, cited the 
Salomon Brothers analysis as reason not to 
worry about crowding out. But by now the 
Salomon Brothers analysts are well aware 
the deficit for ca.l.enda.r 1975 will be far 
above $50 b1111on. The St. Louis Fed puts 
the calendar year deficit a.t $62 b1111on merely 
on the basis of administration proposals, 
which included (on a fiscal year basis), $16 
bill1on in expenditure reductions and a. tax 
cut of only $16 bilUon. 

But suppose for a minute that Mr. Heller 



LllaTch 21, 1975 CONGRESSIONAL RECORD- SENATE 8119 
1s right about 1976 and tb4t the gap Js 1lllea 
by a happy combination of events. Suppose 
money growth 1s moderate, and the Peel 
takes up some debt. Palling inflation means 
lower interest rates, and suppose this effect 
is powerful enough tha.t non-destructive 
rates can balance the supply and demand for 
funds. There still remain two problems. 

One is simply that private borrowers will 
stlll be crowded out, that private invest­
ment wUl decline. In other words, because 
o! the huge deficits, we have a lower rate or 
capital fonnation and thus slower economic 
growth in future years. Assuming that the 
deficits cannot be reduced, this is the small­
est price we can possibly pay. 

The final problem is 1976, or whenever 
recovery does get under way in earnest. At 
'that point, the investment needs of business 
and housing will go up, not down. If the 
government is by then still running $70 bil­
lion deficits. this will call for an even more 
impossible-looking increase on the savings 
side of the ledger. At that point, high de­
fl.clt6 wiD again threaten to abort the re­
covery. ThJs destruction of capital forma­
tion, excessive monetization o! debt and 
aborting of real growth is essentially wbat 
has already bappened in Great Britain. 

Yet congress goes its happy way • . adding to 
. expenditures, increasing tax cuts, charting 
tax billa that d.lscpurage saving instead of 
encourage it. secure in the knowledge that 
ther.e 1s .a. recession on, and in that c~ Dr. 
Keynes always assured them that budget 
.deficits are a free lunch. Dldn 't he? 

Mr. EAGLETON. Mr. President, reluc­
tantly I shall vote in favor of the Senate 
tax bill, despite my strong reservations 
about its {)Verall size. It is better than no 
bill at alL The economy is desperately in 
need of a stimulus and I do not believe 
we cau wait much longer to take action. 

My concern is that the bill goes too faT 
and wllllead to a Federal deficit that wm 
not only rekindle infiation, but could in­
terfere with economic recovery as wen by 
siphoning needed credit fil·om the private 
.sector. This bill alone would drain $30 
bi.lliDn ou.i of the Treasw·y even consider­
ing revenue gains from changes in per­
-centage depletiGn and f.oreign tax credits. 
If we look beyond this legislation to eon­
sider the numerous spending bills we will 
be enacting to belp the economy.1t 1s not 
dimcult to foresee a deficit anywhere 
1rom $70 to $100 billion. 

I also have reservations about the 
compGSition Df the tax cuts~ because .I do 
not think there is enough tax relief for 
middle-income working Americans. 
Mr~ President, I have at the desk an 

amendment to substitute the Rouse­
passed bll1 except for the depletion and 
tax credit sections.. But I have not called 
U up because I do not believe it would 
p or that the Senate antts to be fur­
ther delay.ed in getting this bill into law. 
I sincerely hope, however, that Senate 
and House conferees will agree to a more 
reasonable overall figure and include in 
the final bill only those items w.hlch are 
truly necessary to bring about economic 
recovery. 

.Mr. THURMOND. Mr. Pl'esident, I 
cannot in good can.science support this 
bill. The final cost of this bill to the U.S. 
Treasury will be about ~0 bftlion dollars. 
This is entirel:r too la.Tge a figure. I 'Would 
have been more than happy to supp<Jrt 
a bill wll1eh would have been in the $15 
to $29 bmlon range. 
~ts Congress cannot continue to dis­

play fiscal Irresponsibility. The overall 

deficit of the Federal Government in 
fiscal year 1976, according to best esti­
mates, may well be between 80 and. 100 
billion dollars. This is totally unaccepta­
ble. There is absolutely no way the eco­
nomy can withstand a deficit of this size 
without .serious consequences. These 
consequences are renewed inflation and 
further lessening of the value .of the 
dollar. 

Mr. President, to give the people .of 
the United States a tax rebate, the 
u.s. Government must go into the 
money market and borrow additional 
money. Last year the Federal Govern ... 
ment borrowed 62 percent of the avail­
able funds in the pt·ivate capital market. 
If the Government continues to increase 
its borrowing, there will be fewer dollars 
available for the American businessmen 
and consumers to borrow. The interest 
rate, as a result, will riSe to an unaccept­
able level. The economy cannot be re­
vitalized when interest rates are high. 
High interest rates were a major cause 
of the current recession. 

Mr. President, a major factor in any 
economic recovery 1s confidence-botb 
consumer confidence and investor colin­
deuce. If investor.s and consumers do :not 
have confidence that the Government 
is doing its best to see that the economy 
is sound and healthy, they wm not In­
vest and spend the amount of money 
necessary to get our economy roDlng 
again. I do not think the American pub­
lic will have any confidence in Congress 
if we contribute so greatly to our al­
ready enormous deficit. 

We have no assurance that this Con­
gress is going to cnt expenditures and 
balance the budget. Without such as­
surance. the revenue loss, $30 bll11on. 
that will be created by this bill is totall1 
out of line • 

Mr. President. it has been said. that 
it is political suicide to vote against this 
tax reduction legislation, but I say to 
you it is economic suicide to pass .a bill 
which adds so greatly to our national 
deficit without corresponding cuts in 
expenditures. 

Mr. President, this Congress .should 
not ractiee deceit on the American tax­
payer by giving him a tax rebate and tax 
cut with one hand ~nd taking tt away 
with the other by increasing innation­
innat1on caused by the tremendous rev­
enue loss that will oocur it this bill is 
passed. We must be truthful with our 
constit~ and the truth is that this 
bill in its present form 1s not good for 
the American people nor the American 
economy. 

Mr. MORGAN. Mr. President, I am 
voting no on the Tax Reduction Act of 
1975 for the reasons substantially stated 
by me during the day while speaking on 
behalf of the Bumpers amendment. 
The1·e are some provisions in the bill that 
I would favor if I could vote on such pro­
visions separately. Unfortunately it 1s 
now an or nothing. At a time when pre­
dictions by the Senate Budget Commit­
tee are that a budget deficit of $80 to 
$120 billion is likely. ~ believe to vote for 
this biD would be irresponsible and in­
defensible. It would, 1 believe, fan the 
flames of 1nfiat1on so that the result 
would be a net loss to all taxpayers. 

Mr. STENNIS. Mr. President, the pur­
poses behind the drJve for the passage 
of this bill are laudable and naturally 
I would like to cast a vote that would 
decrease the tax burdens on an already 
overburdened people. 

For several years now I have watched 
with concern and alarm the steadily 
mounting tide of inflation that has 
gradually but steadily overcome the 
people, and like a thief in the night, 
robbed them of the purchasing power of 
their dollar. 

From fiscal year 1960 through fiscal 
year 1976-\Vith fiscal year 1975 esti­
mated at .$34.7 billion and fiscal 1976 
estimated at $80 billion-our cteficits 
have totaled $242 billion. Several times 
in this period we have decreased taxes 
to help the economy. \Ve have also 
devalued our dollar twice and I under­
stand our dollar lost 6 cents in the world 
exchange maTket within the last few 
weeks. 

All these moves have cost us greatly 
and still the economy, it is said, must 
nave a huge tax reduction in ord.e1· to 
move forward. I believe this large sum 
of $30 bllliDn in tax reductions ill give 
a relatively short Jived boost to our 
economy. At the same time the $80 bil­
lion deficit will lay the ground work .tor 
another round of inflation that ·u grow 
and grow and become runaway infta .. 
tion in a few shorts years. This will 
further decrease the buying power of the 
American dollar at home and abroad. 

It .is inflation that I fear and I am 
compelled to oppose such a large tax cut 
that will create this huge deficlt and 
another round and wave of inflation. 
Rebates and tax cuts amidst such shaky 
1:isea1 a:1Iails will make our people and 
their cb.il.dTen, pay more later, with 
compound Interest. 

We must find a bette1· way.. I am 
willing to keep trying. 

Mr. HANSEN. Mr. President, yester­
day whne the depletion allowance for oil 
and gas was being denied to aU integrated 
oil companies, the Wall Street Journal 
was pointing to the possibility of the 
OPEC oil price cartel falling apart. But 
het·e on the floor of the Senate by a vote 
of 82 to 12, we were telling OPEC that 
they do not need to worry about the 
United States making any big push to 
lessen our dependency on foreign oil. 

In denying depletion alto ance to in­
tegrated on companies. large and sman 
alike, we were eliminating one of their 
main sources of capital for investment in 
exploration, development and production 
of new supplies of oil and gas. 

And until someone is successful in re­
pealing the law of supply and demand, 
and I would not be surprised at such an 
amendment to this tax reduction bill, the 
one hope we and the other 17 countries 
of the International Energy Agency have 
of breaking the OPEC price cartel is by 
lessening our dependence on OPEC oil. 

Make no mistake about the effects of 
elimination of depletion allowance. 

First we will see an increase in gasoline. 
fuel oil and an petroleum product prices. 
The amount taken away trom the inte­
grated on cDmpanies w111 end up ln the 
Treasury but It won•t eome out o~ oil 
company profits which are already de-
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clining. It will come out of the pockets of 
those who buy gasoline to get to work 
and oil to heat their homes. 

And the search for new supplies of oil 
and gas will be set back by the amount 
these companies lose in money paid into 
the Treasury that would have been re­
invested in their search for new oil and 
gas supplies. 

Listen to what the General Accounting 
Office says about the Federal Govern­
ment's plan for accelerated leasing of 
offshore oil and gas resources. 

It says that the Interior Department 
estimates "allow only a 1-year time lag 
between exploratory drilling and produc­
tion." 

GAO . . . found oil industry experts say­
ing that a. more realistic time lag between 
the start of exploratory drilling and produc­
tion is three to eight years. If the lag were 
only three years, GAO said, oil production 
from the Atlantic in 1985 "would be about 
126 mill1on barrels, or 53 million barrels a 
year less than the Project Independence 
estimate." 

So that offers some idea of the added 
delay of less investment in drilling which 
is the only conceivable 1·esult of the loss 
of depletion allowance, the industry's 
main source of reinvestment revenue, 
the purpose for which depletion allow­
ance was intended and fo1· which it has 
been used for all of the years since it 
was approved 1n its present form in 
1926. 

And, Mr. President, not all integrated 
oil companies qualify as majors. In fact 
many of the so-called majors came from 
small beginnings, some of them from the 
old wildcatters who risked all they had 
to get where they are. Many of them did 
not make it but the tax reformers never 
mention the many failures in this high 
risk industry. 

One of the smaller integrated oil com­
panies that has kept competition alive 
in the Rocky Mountain area is Husky 
Oil Co. It has three small refineries in 
Wyoming and Utah and retail in several 
other States. 

It is no "oil giant" by any stretch of 
the imagination. But it will suffer from 
loss of depletion allowance just as the 
major companies. 

Husky has been a well managed op­
eration and has reinvested its profits 
and depletion allowance in developing 
its own reserves of oil. In fact, Husky 
was fortunate enough because of its effi­
ciency and foresight to have more than 
the national average of its own supply 
of old or price controlled oil when the 
crude equalization program was estab­
lished last year. 

Under this ridiculous oil-sharing plan, 
Husky must buy the right to use its own 
oil to benefit some refiner who did not 
have enough and in some cases, none of 
its own oil. 

Husky has already been penalized un­
der that monstrosity of bureaucratic 
regulation which was a child of the 
Emergency Petroleum Allocation Act. 

Let us hear, then, from Husky OU Co. 
itself just how the further blow of loss 
of depletion allowance will effect them. 

I quote from a letter I received today 
from Husky on Co. president, James E. 
Nielson: 

HusKY on. eo .• 
Washington, D.c .• March 21. 1975. 

Senator CLIFFORD P. HANSEN, 
u.s. Senate. 
Washington. D.C. 

DEAll SENATOR HANSEN: Last evening, as 
the Senate was attacking the depletion al­
lowance, a group of 24 companies represent­
ing the modest-sized oil companies was 
meeting to determine what might be done 
by way of compromise. It was agreed that 
Congress had heard from the smallest inde­
pendents. The majors had been castigated 
unmercifully. The middle cut of companies 
represented around the table by and large 
had not been heard from, yet they are essen­
tial to keep competition alive. No Congres­
sional hearings on depletion had been held. 
No testimony had been received from these 
companies representing about 20% of the 
domestic oil and gas production. The con­
sensus was clear. It depletion is lost, explo­
ration budgets will be cut. Fewer wells will 
be drllled. Secondary and tertiary recovery 
projects will be slowed, resulting in less do­
mestic production than otherwise could be 
expected. On the other side, there will be 
more dependency on foreign overseas on 
supply and price domination. 

Husky's position in this dilemma is 
typical. One third of our exploration budget 
for 1975 is dependent upon the depletion al­
lowance for capital. The high risks of wild­
catting demand equally high potential rates 
of return to attract needed capital. Striking 
the depletion allowance removes one of the 
most important sources of such capital, 
which in the past has assured consumers of 
a plentiful supply at bargain prices. Reading 
today's mood of the Congress, because Husky 
has painstakingly built an integrated enter­
prise, furnishing thousands of jobs in the 
process, we are excluded from any benefits 
of the vestiges of depletion. What facts form 
the basis of such arbitrary decision-making? 
Is it that Congress wants more tax money 
or do they want more oil and gas? They can't 
have both. The present course is for less oil 
and gas, higher product prices. Make no mis­
take about it, this is the course, particularly 
in view of the proposals for windfall taxes, 
rollbacks and more price -controls. If the 
public knew the facts, and we in the indus­
try must bear much of the responslbllity 
that they don't, we are convinced the public 
would demand more, not fewer, incentives to 
spur domestic production of oil and gas. 

As we approach compromising depletion, 
we are loath to suggest anything that falls 
unevenly upon the industry. Each company 
is willlng to be taxed on earnings, but de­
serves the full recovery of its capital by 
depletion. Nevertheless, in face of today•s 
exigencies, we reluctantly petition the con­
gress to retain 22% depletion on the first 
100,000 barrels per day of production, 11% 
on the second 100,000 barrels per day, with 
no depletion thereafter. While this proposal 
strikes down measurable incentives for the 
very largest firms, it wlll retain essential 
incentives necessary for energy growth and 
competitive vlabllity. Even this proposal 
passes to future generations the brunt of a 
gross error. 

Most sincerely, 
JAMES E. NIELSON, 

President. 

Mr. President, Husky Oil would like to 
continue to expand and compete with the 
major oil companies. It had plans to 
participate in offshore drilling to help 
lessen our dependence on OPEC oil. But 
there may now be serious doubt that it 
will be able to. 

Mr. President, so that all Senators may 
realize the importance of a continuation 
of the stepped-up pace of domestic oil 
and gas production to the Nation's secu-

rity and the hope of breaking the OPEC 
cartel, I ask unanimous consent tha+, the 
Wall Street Journal article ''Impending 
Breakdown of OPEC Cartel" to be 
printed in the RECORD. 

Mr. President, I also ask unanimous 
consent that an article in today•s issue 
of the Washington Post, "Consumers 
Reach on Talks Approach" also be 
printed in the RECORD and another Wash­
ington Post article, "Offshore Drilling 
Pace Is Questioned." 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 
[From the Wall Street Journal, Mar. 20, 19'751 

IMPENDING BREAKDOWN OF OPEC CARTEL 
(By Robert Z. Aliber) 

The oil cartel is in the early stages of a 
breakdown. Crude petroleum prices are being 
lowered, both directly and indirectly, by indi­
vidual producing countries seeking to in­
crease their exports. In the next several 
months, the demand for OPEC-produced 
petroleum will decline sharply. The cartel 
will fall apart when its members prove un­
able to share the necessary production cuts. 

For 15 months the demand for crude petro­
leum has been substantially smaller than the 
potential supply. Initially the embargo 
adopted during the Yom Kippur war forced 
consuming nations to adjust to contrived 
scarcity by queuing at gas pumps, lowering 
thermostats, and foregoing Sunday driving. 
Since the embargo was lifted, demand de­
clined in the face of recessions in the United 
States, Western Europe and Japan. 

Two mild winters in succession reduced 
heating demand. The 1975 autos consume 
substantially less gasoline than the late 1960s' 
models now being junlted. OPEC exports have 
declined even more rapidly than the demand 
in the consuming cou~tries, in part because 
a few countries, including Mexico and Ma­
laysia, have increased their production and 
exports. 

Current OPEC output is estimated a.t 26 
million barrels a day, 11 mlllion below its 
capacity. In the months ahead, the heating 
demand will decline further, offsetting the 
increased automobile use during warm 
weather. Deepening of the recession means 
industrial demand also should decline, a.t 
least until autumn. 

For most of the last year, production of 
petroleum exceeded consumption, even as 
demand fell, while petroleum in storage in­
creased, both in traditional forms like tank 
farms and in non-traditional ones like ocean 
tankers and gasoline stations. At current 
rates, there are now 100 days of consumption 
in storage. A large inventory is necessary to 
keep pipelines full, and a smaller additional 
inventory is a useful contingency reserve. 
Over the la-st year, inventories above these 
two requirements have increased by a third. 

At $10 a barrel, these inventories are 
valued at $50 billion. Any fall in the mar­
ket price means owners of petroleum will 
incur losses; if the price falls to $8 a bar­
rel, they will be poorer by $10 billlon. Despite 
their vested interest in maintaining the 
current price level, owners of inventories 
will begin to convert oil into money when 
they anticipate a price decline. 

A decrease of petroleum in storage by one 
day's consumption over a month means 
OPEC production woUld fall by two million 
barrels a day. A reduction of the excess in­
ventory by one-third over the next four 
months translates into a decline 1n OPEC 
exports o! five million barrels a day. The 
more rapidly the price is expected to fall, the 
more rapidly inventories wm be reduced, and 
the lower the demand for newly produce4 
oil. 
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THE VALUE OF MONEY 

As it becomes apparent tllat the p~ice of 
crude petroleum will decline, some members 
of the cartel, especlally the smaller produc­
ers, also will convert oil into money. In 1975, 
money in the bank will earn Interest 1ncome 
at the rate of 6% or 8% a year. on held tn 
the ground, 1n contrast, will have a negative 
rate of return, since the market price at the 
end of 1975 will be below the price at the end 
o! 1974. 

Individual OPEC countries will lean more 
heavily on the multinational oil companies 
to buy more oil, for oll not sold in 1975 and 
1976 may not be sol4 t.mtil the distant fu­
ture. The multinationals, however, will buy 
petroleum only 1! they can sell lt, so they 
wU1 play musical chairs with vat'ious supplJ 
sources, increasing their purchases ~rom 
countries which offer dlscounts. rebates, and 
other concessions from 1ihe posted price. 
While individual OPEC countries can in· 
crease their exports, OPEC countries u a 
group cannot-fl. t least not until a business 
upswing occurs. 

.As demand decllnes 1n the next siX 
months, maintenance of the $10 price could 
requtre reduction of six: mnuon to eight mil· 
lion barrels a. day tn OPEC p-.ro6uctlon. These 
cutbacn must somehow be distributed 
among OPEC members. A few countries al­
ready have reduced production substantlally. 
Libya. now produces less than 900,000 barrels 
a day, whereas its peak output exceeded two 
mllUon. Similarly, Kuwa.lt, whtch has a dailY 
eapa.clty of nearly four mmion barrels, bas 
been produ.ctng two million barrels. Both 
countries appear reluctant to ~uce their 
output further. The poor, heavlly-populated 
countries like Indonesia and Nigeria. a..re un­
likely to make substantial cutbacks. Iraq has 
'been loud in Its support of OPEC, but its 
output 1n January exceeded the pre-embargo 
level. 

Increa.s1ngly, maintenance o! the current 
priee will require larger cutbacks by Iran, 
Saud! AI1lbia a.nd Venezuela. ~n January, the 
daily output o! these three countrtes totaled 
16 mUUon barrels a aay. Reduction in de­
mand ha.s already forced Iran to reduce lts 
output by 10%, Venezuela by 20% and Saudi 
Arabia. by 30%. These three countries might 
be required to cut back twice as much in 
the next fe-w months to match even further 
reduction in demand. 

Two sets of events, separately or ln com· 
bination, may upset this ecenario for the de­
mise of the cartel. The estimated decline in 
petroleum demand during warmer weather, 
the Impact of the recession and inventory re­
duction may be overstated. And the cartel 
may be effective in allocating reductions ln 
output among its members. As long as the 
members were rich, such allocations were 
easy. But individual countries are not likely 
to abide by the commitments if they expect 
the price to falL Cartels have their momen­
twn; they work when thetr members be .. 
Ueve they will work and fold when that belief 
ts eroded. 

The announcement from the recent meet­
ing in Algiers that the OPEC producers would 
like to enter into long-term .agreements 
about price and supply arrangements re­
flects their sensitivity to the weakness of 
their economic position. If the demand !or 
petroleum proves unexpectedly strong, then 
they would break the agreements, as they 
have in the past. If the demand for petroleum 
proves as weak e.s they expect, they would 
count on the United States and other 1m· 
porting nations to abide by its commitments. 

INCREASING TARIFP BARRIERS 

wt11 apply tariffs or quotas to imports, much 
as in the 1960s, and the U.S~ price will be 
substantially above the world price. Similarly, 
the British home market will be protected 
from low-cost Middle East imports so that 
North Sea. ptoducers will be able to recover 
the high costs of offshore drilling. In Con­
tinental Europe, and Japan, similar import­
limitlng measures will be adopted to reduce 
dependence on foreign sources of energy. 

The growth of such banters to imports wm 
increasingly fence off OPEC supplles a.nd the 
OPEC countries wm find thenu::elves with 
more oil than markets. At that stage, access 
to markets in the developed countries will be 
very valuable, and OPEC countries will com· 
pete aggressively tor market shares. 

For the next several months, the United 
States faces a policy dilemma. Is it worth­
while to adopt a $3 tariff on imported petrP. 
leum? Or set quotas to reduce imports by 
haU-mlllion barrels a. day? Or impose a gaso­
line tax of 15 cents or 20 cents a gallon? Or 
adopt measures designed to lnereaae dome:;. 
tic energy supplies? Should any of these 
policies be .followed, given that the world 
price could fall Sharply? Simllarly, is it 
worthwh1le for the United States to enter 
into long-term supply agreements with vari­
ous oU exporters? 

OPEC's abllity to ma.tntain the price over 
the n&xt -few months does not depend on 
whether th& u.s. adopts import tariffs, 
quotas, gasoline taxes or domestic produc­
tion subsid.ies. They :will .have only a modest 
Impact 1n altering demand-supply re1a.tions 
in the near future. Instead, policy should 
focus on two other measures.: 

The U.S. should Indicate to selected oil· 
producing countries that they will be guar'· 
anteed .favored access to the U.S. market in 
the next decade, provided they maintain 
their production in the next few montlls. In 
late 1972, Saudi Arabia's on minister Ahmed 
Zakl Yamani suggested an assured access ar· 
rangement, but WAshington should link any 
such assurances to minimum production 
guarantees. 

Further, Washington might also encour­
age companies to reduce their petroleum tn 
storage. It could nudge the price downward 
by buying oU for auction to distributors; the 
price decline, by indicating the vulnerability 
of the petroleum inventory, would induce 
owners to reduc& their stocks. While the 
Treasury would incur a financial loss from 
thls antl-stockplling tactic, consumers would 
benefit from lower prioes. More importantly, 
as owners of the inventory reduced their 
stocks, this would sharply increase pressures 
on the cartel, which also would result in low· 
er prices to consumers. 

[From the Washington Post, Mar. 21, 1975] 
CONSUMERS REACH OIL TALKS APPROACH 

(By Gilbert Sedbon) 
PARIS, March 20.-The world's leading oil­

consuming nations today reached agreement 
on a common approach for talks with oil 
producers beginning here on April 7, confer­
ence sources said. 

The agreement came a.tter difiiculties had 
been overcome on American demands for the 
protection of investments ln developing al­
ternative energy sources. 

The consumers-members of the 18-na.­
tion international Energy Agency, were re­
ported to have decided on minimum prices 
for oil imports to protect their investments 
in new power resources, including nuclear 
and solar energy, against any sudden slump 
1n oil prices. 

The OPEC countries recognize that their 
ability to export petroleum will be increas­
ingly constrained in the next few years as 
the energy markets 1n "Vat'lous industrial 
countries become increasingly segmented 
from the world market. The United States · 

American sources said there might be a 
price range at the beginning with members 
choosing prices within a. range that best pro­
tected their investment. 

"Ultimately, there will have to be a single 
prlce for all agency member states," one 
source said. "But no price range has as yet 

been fixed and neitb..er do we know what the 
ulttma.te specific price will be." . 

The lEA members also discussed their gen­
eral strategy wh(m they meet the. producing 
countries. 

"We have discussed the timetable that 
would eventually lead to a full-scale pro­
ducer-consumer conference later this year 
and also bow best to protect our own inter­
ests," one source said. 

The meeting here next month, which is 
being sponsored by France, is aimed at pre­
paring f'Or a comprehensive conference of oil 
producers and consumers some time this 
year. -

Besides reaching agreement today on ways 
of pr{)tecting investments in nonoll energy 
sources, the lEA had previously agreed upon 
Joint oil conservation measures and the es­
tablishment of a $25 blllton .. sa!ety net" 
fund to help member countries with balance 
of payment problems caused by .high oil 
prices. 

[From the washington Post, March 21, 1975) 
OFFSHORE DBILLING PACE ls QUESTIONED 

(By Douglas Watson) 
The federal government's plan for ac· 

celerated leasing of offshore on and gas re· 
sources 1s overly optimistic, a highly critical 
General Accountlng omce report says. 

It charges that the Interior Department's 
plan to lease 10 million acres of the outer 
continental shelf each year during this _and 
the next four years was reached Alwithout 
carefully .analyzing and considering several 
ta.ctors and problems affecting the goal's 
soundness.'' 

GAO added, however, that even if the goal 
of leasing 10 milllon offshore acres annually 
Is reached. such a leasing pace won't meet 
the objectives of Project Independence to­
ward making the nation self-sUfficient 1n 
energy production. 

•'GAO's rough calculations show that from 
15 to 28 million acres would have to be leased 
.and drilled by 1985 to satisfy the Project 
Independence assumptions," according to 
the 40-page report. 

For example, it says that 'Interior Depart· 
ment estimates ••anow only a one-year time 
lag between exploratory drllllng and produc­
tion" of oil from the Atlantic continental 
shelf. 

GAO, the investigatory arm of Congress, 
found oll industry experts saying that a 
more realistic time lag between the start of 
exploratory drilling and production is three 
to eight years. If the lag were only three 
years GAO said. oil production from the 
Atla~tie in 1985 "would be about 126 million 
barrels or 53 million barrels a year less than 
the Pr~ject Independence estimate.'' 

GAO's report calls on Interior Secretary 
Rogers c. B. Morton to "clearly define (off­
shore) leasing goals and specify how these 
goals will be met and how they relate to 
overall national energy goals." 

It also nrges the Interior Department to 
"reconsider the accelerated { o1!shore] leasing 
schedule in the light of government and in­
dustry capabilltles and possible alternatives." 

Rep. William S~ .More~ad (D-Pa.), chair­
man of a House Government Operations 
subcommitt-ee on energy and natural re­
sources, said yesterday bis subcommittee will 
hold bearings on GAO's report, which More­
bead said "seriously undermines the In­
terior Department's eredlbllity." 

"The government's tract selection and 
valuation practices are inadequate even at 
much slower leasing rates," GAO said. It 
claimed that in raising its offshore leasing 
goal from 1 million to 10 million actes an­
nually, the government is proposing to lease 
almost as much of the continental shelf each 
year as it has over the past 20 years. 

The report says that offshore oU and gas 
drllling will be slowed more than the govern- _, 

' 
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ment has anticipated by shortages of essen­
tial equipment, material, and manpower. 
SENATE FINANCE COMMITTEE TAKES ACTION TO 

HELP AMERICAN SMALL BUSINESSES 

r-.rr. NELSON. Mr. President, as chair­
lnan of the Select Committee on Small 
:dusiness, I wish to further advise this 
Lody on several decisions taken by the 
Gommittee on Finance on March 14, 
1975, concerning the Nation's 12 mil­
Eon small businesses incident to its con­
sideration of H.R. 2166, the tax reduc­
tion bill of 1975. 

Many newspaper reports omitted de­
scriptions of the small business provi­
sions or were very sketchy,· perhaps be­
cause these Committee actions occurred 
1·atber late on Friday afternoon. A brief 
explanation of these provisions and their 
significance might be helpful as the 
Senate proceeds with consideration of 
the tax reduction bill. 

THIRD REPORT ON SMALL BUSINESS TAX 
SITUATION 

This is actually the third in the series 
of reports to the Senate on current small 
business tax problems which fiowed from 
public hearings that we conducted on 
February 4, 5 and 20. 

On February 12, we presented a pre­
liminary report to this body refiecting 
that infiation and recession had hit small 
businesses more quickly and with greater 
severity than larger business firms during 
1974. Our evidence showed that costs had 
risen faster for small firms, profits had 
turned down before the general economy, 
interest rates for small business were 
higher, and equity financing had virtu­
ally come to a standstill during the past 
year. (CONG. REC. Feb. ~2, p. 3039.) 

On March 10, nine members of the Se­
lect Committee offered a legislative pack­
age of eight proposals addressed to these 
problems, for consideration in connection 

Classifications 

with the first-priority tax reduction bill. 
<CoNG. REc. March 10, p. 5800.> 

PROVISIONS APPROVED BY SENATE COMMITTEE 
ON FINANCE 

We offered a number of these amend­
ments in the Finance Committee on 
March 14, and the following provisions 
were accepted by that committee for in­
clusion in the Finance Committee ver­
sion of the bill which will shortly be 
placed before the Senate. 

One. Increase in accumulated earnings. 
The amount of permissible accumulated 
earnings, which would be free of a pen­
alty tax under section 531 of the In­
ternal Revenue Code, would be increased 
from $100,000 to $150,000. 

We pointed out to the Finance Com­
mittee that this fixed-dollar provision 
has been in the law since 1958, and since 
then the Gross National Product defia­
tor-the broadest measw·e of infiation­
llas increased 77.7 percent, and the de­
fiator for fixed investment has increased 
76 percent. 

This provision will be extremely helpful 
to many firms such as homebuilders, 
whose activities are especially subject to 
economic cycles because of infiatlon and 
recession. 

Second. Equivalent investment credit 
benefits for used machinery. In two re­
lated decisions, the Finance Committee 
agreed to remove the ceiling on the 
amount of previously used property 
which would be subject to the investment 
credit; and also provided for the carry­
overs from year to year of credits on used 
machinery which cannot be fully utilized 
in any particular year to the same extent 
as with new machinery. Together, these 
decisions would eliminate a discrimina­
tion in the Internal Revenue Code be­
tween new and used machine1-y, and 
should be most helpful to new and 

smaller businesses which :find it increas­
ingly difficult to afford brand new ma­
chinery at infiated prices. 

The committee has also pointed out the 
advantages to both the economy and 

. ~mall business of such a provision, be­
cause used machinery is avallable im­
mediately to be placed in productive serv­
ice, while often a wait of 18 months to 2 
years would be required before the de­
livery of a new machine. 

Third. Reduction in corporate 1·ates 
for smaller businesses. The Finance Com­
mittee discussed the reduction of rates 
according to a graduated scale and then 
agreed to a version of a Small Business 
ConunJ.ttee amendment increasing the 
corporate surtax to $60,000. 

However, upon further discussion, the 
Committee voted to substitute for the 
additional sw'tax increase a shift of four 
percentage points from the normal tax 
rate to the surtax rate. 

In other words, the normal tax rate 
which, under the House bill would apply 
to the first $50,000 of corporate income, 
would be reduced to 18% rather than 
the present 22%. The surtax rate would 
rise from ts present level of 26% to 
30%. 

IMPORTANCE OF COMMITI'EE'S DECISIONS 

In my view the Finance Committee ac­
tion, particularly as combined with the 
action of the House of Representatives in 
raising the surtax exemption-from $25,-
000 to $50,00o:-promises substantial tax 
benefits for smaller and independent 
businesses for the first time since 1958. 

PRACTICAL IMPACT ON SMALL COMPANmS 

The effect on the pocketbooks of the 
smaller business community can be il­
lustrated by the following table concern­
ing the tax burden under existing law 
with that under the proposed Senate­
House small business amendments: 

Proposed taxes under Senate-
House small business Small business tax burden 

under existing law House-passed Bill amendments 

Percent Amount Percent Amount Percent Amount Difference 

TotaL •••••• --.-- •• • -- --- - -- -- ----= ---- - - --- --~-:.; .· ___ ·-.:..--------------------------- 17,500 -------------- 11,000 --------------

1 Difference between existing law and Senate bill 

Thus, the percentage of reduction for 
the lowest 91% of U.S. corporations­
over 1.3 million companies-which 
earned less than $25,000, would be 18.18 
per cent. The growing companies which 
earned between $25,000 and $50,000 
would receive a reduction of 48.57 per 
cent. Additionally, corporations earning 
over $50,000 would experience a mate­
rial reduction in their taxes based upon 
the proposed lower rate which would be 
imposed on their own income unde1· 
$50,000. 

These actions by the Senate and the 
House are very substantial steps in the 
right direction. Small business did not, 
of cow·se, receive everything that it 
would have wished for. The Committee 
did not raise the sw·tax exemption to 
$100,000, as many small business orga­
nizations advocated. Nor was it possible 
to directly assist the noncorporate busi-

' Difference between Senate bill and House bill 

ness sector, beyond augmenting the in­
vestment tax credit benefits which, we 
had discovered, are going to noncorpor­
ate business to the extent of about 18 
per cent of the total. 

We also learned, when the report of 
the bill was filed on March 17th <S. Rept. 
94-36), that the rate shift was drafted 
to apply for one year only. I have intro­
duced, with Senator BROCK, Amendment 
No. 260 in an attempt to do something 
about this. 

However, the Senate-House amend­
ments have at least three distinct ad­
vantages over the program advanced by 
the Treasury Department and the ad­
ministration. 

EFFECTS ARE LESS CONCENTRATED 

The first is that they are less concen­
trated as to their effects. The Treasury­
administration proposals would have 
given no relief whatever to the 91 per 

cent of corporations earning less than 
$25,000; and would have concentrated 
about 50 per cent of those benefits on the 
largest 350 corporations and 74 per cent 
of those benefits on the 50,000 largest 
corpoations. 

In a decisive break with this approach, 
the Senate and House have proposed to 
spread the available tax benefits in a 
much more balanced manner to the 
business community, with the 1·esult 
that the competition will not be under­
mined, and the free enterprise system 
will be encouraged to work. 

GREATER FLEXIB1L1TY JN CONGRESSIONAL 

APPROACH 

Second, the Senate-House approach 
promises greater fiexibility. The ad­
ministration targeted its 1975 invest­
ment credit proposal solely on the pur­
chase of machinery. The congressional 
approach would free more capital for 
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putting people to work, improving their 
training, building working capital, fi­
nancing intangible assets:._guch as ac­
counts receivable and inventory-in­
creasing advertising, or whatever policies 
resourceful smaller and independent 
firms feel are necessary to revive con­
sumer interest and improve the tone of 
the marketplace. 

BENEFITS MORE DffiECTL Y FELT 
Third, the Congressional approach is 

much more direct. The Administration 
appeared to be proposing a classic 
trickle-down system where large 
amounts of benefits would go to a rela­
tively few large business firms, with the 
possibility that increasing general busi­
ness activity might bring eventual 'ben­
efits to smaller firms. 

The congressional proposal would place 
a substantial share of the benefits di­
rectly in the hands of medium-sized and 
smaller businesses in every corner of the 
country, in every community, business 
district, shopping center, crossroads, and 
farm area. 

The small business community ac­
counts for about 99 percent of the Na­
tion's 12 million enterprises; between 52 
percent and 53 percent of all U.S. jobs; 
and on~-third of the GNP. They are dis­
persed through the country. I feel that 
spreading the benefits of the business tax 
cut in this manner is a much sounder 
approach to help pull the country out of 
its recession without worsening inflation. 
Traditionally, small business is the best 
source of innovation and economic 
growth. 

If we provide a climate for the good 
. health and expansion of existing small 
firms and the founding of new firms, this 
sector of our economy will provide mil­
lions of new jobs-precisely what we need 
most to get out of the economic 
doldrums. 

ROLE OF SMALL BUSINESS ORGANIZATIONS 
It is my view that these congressional 

actions came largely as a result of well­
informed and effective efforts bY smaller 
business organizations throughout the 
country to make their needs and prob­
lems known to us, and in gathering to­
gether to support practicable solutions. 
In this regard, I ask unanimous consent 
that a letter from 19 business organiza­
tions be printed in the RECORD following 
my remarks, as an illustration of the 
views of a broad representative sample 
of the small business community. 

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

<See exhibit 1.) 
CONCLUSION 

Mr. NELSON. Mr. President, the tax 
needs of smaller firms in this time of 
recession and inflation are apparent. I 
hope the Senate and the House will 
speedily approve these important small 
business provisions as part of the Tax 
Reduction Act of 1975 and enact this 
vital bill into law. 

ExHmiT 1 
NATIONAL SMALL BUSINESS ASSOCIATION, 

Washington, D.C., March 12, 1975. 
Hon. GAYLORD NELSON, 
U.S. Senate, 
Washington, D.C. 

DEAR SENAToR: We urge you most strongly 
to support S. 1119, introduced by Senator 

Nelson and · others in the mark-up sessions 
o! the Senate Finance Committee on the 
Emergency Tax Reduction Bill. We commend 
it to you because it will help the Senate to 
m~et one of the three yardsticks with which 
we believe the Nation's small businessmen 
will measure the value o! the legislative 
end-product. 

First, they will be concerned with how 
quickly, surely and directly recession-ending 
jobs will be created in the independent sec­
tor o! the economy, instead of only ill Gov­
ernment or big business. That is why we 
have urged the consideration of a small 
business job creation tax credit. Unlike 
everything else in the bill, this would NOT 
be based on a guess about how consumers 
or investors would respond to an infiux of 
cash. This would have no cost except to 
the extent that jobs were really created. 

Second, they will be concerned with how 
fairly the business benefits o! the measure 
are divided between big business on the 
one hand and small business on the other. 
We hope you will specifically ask for a com­
putation of what share o! the business bene­
fit package is going to big companies as 
against small ones. We believe the Commit­
tee's goal should be to provide at least 50 
percent o! the business benefit to small busi­
ness which provides 50 percent of the Na­
tion's jobs; to do anything less is to distort 
the economy still further with a subsidy to 
economic concentration. We hope the Com­
mittee will include in its Report to the Sen­
ate a clear comparison of its product with 
that of the House on this point. It should 
be noted that the House Committee's Report 
alleged that 60 percent of the benefit of one 
o! its provisions would go to businesses with 
less than $100,000 in pre-tax income. But it 
did not provide a comparison o! big and 
small business benefit for all o! the business 
tax benefit provisions. Our best estimate, and 
we urge you to ask the staff o! the Joint 
Committee for a definitive estimate, is that 
at least 75 percent to 80 percent will go to 
big business. 

Third, small business will be concerned 
with how many kinds of small companies 
will be enabled to contribute to, and par­
ticipate in, national recovery by the Emer­
gency Tax Bill's provisions. Since the prep­
aration o! our own testimony, (which we 
have enclosed for your convenience) Sen­
ator Nelson and others have introduced 
S.-1119. We commend it to you most strongly 
since two-thirds of its benefits as we under­
stand it, will go to small business, and since 
it extends some relief to many more millions 
o! small firms than does the House bill. 

We know from discussions with Committee 
Members on both sides that there is a senti­
ment for improving the measure in the direc­
tion suggested here. We appreciate fully the 
tremendous time pressures on the Committee. 
But we are confident that you will be able to 
protect the legitimate interests o! milllons of 
small businesses despite those pressures. 

· Sincerely, 
MILTON D. STEWART, 

President. 

We have been authorized to advise you that 
the following groups join in supporting S. 
1119 and the general Views expressed here: 

National Small Business Association. 
National Association o! Black Manufac-

turers. 
National ;Home Furnishing Association. 
National Retail Hardware Association. 
Retail Jewelers of America. 
National Association of Music Merchants. 
Retail Floorcovering Institute. 
Photo Marketing Association. 
Menswear Retailers of America. 
National Association of Small Business In­

vestment Companies. 
National Parking Association. 
National Office Products Association. · 

Associated Builders and Contractors, Inc. 
Council of Smaller Enterprises, Cleveland, 

Ohio. 
Smaller Manufacturers Council, Pitts• 

burgh, Pa. 
Smaller Business Association of New 

England. 
National Business League. 
National 011 Jobbers Council. 
Independent Business Associat ion of Wis .. 

consin. 
IRRESPONSmLE TAX LEGISLATION 

Mr. ROTH. Mr. President, I am a 
strong supporter of the idea that a tax 
cut is the best way to stimulate our econ­
omy and to reduce unemployment. I am 
also a strong supporter of the concept of 
a quick, equitable, one.;.shot rebate of tax 
liability as an antirecession measure. 
This type of legislation would provide an 
immediate stimulus to the economy, in­
crease consumer purchasing power, and 
put people back to work again. It has the 
additional benefit of being temporary, as 
opposed to increased Federal spending on 
programs which, once they are started, 
can never be turned off. 

But for the last few days, the Senate 
has gone on a completely irresponsible 
spending binge, voting for every single 
amendment that was politically appeal­
ing without stopping to determine the 
economic impact or cost. First the Fi­
nance Committee and then the Senate 
changed a $16 billion antirecession tax 
bill into a $31 billion antipoverty Easter 
Basket. 

For this reason, I cannot support the 
Senate tax bill in its present form. AI· 
though there are many good features in 
the bill, provisions which I strongly sup­
port, the overall revenue total of the bill 
is much too high. 

The primary purpose of this legislation 
is to stimulate the economy, but in order 
to be beneficial, it must be kept within a 
reasonable limit. The recession we are 
now experiencing was caused by the high 
rates of infiation the past two years, and 
we run the serious risk of rekindling an 
even higher rate of inflation. The Federal 
budget deficits are now projected to be 
$45 billion in fiscal 1975 and over $80 
billion in fiscal 1976. In the two months 
since the President submitted his budget 
estimates, the moratorium on new Fed­
eral spending has been violated, with $10 
billion added to this year's deficit and 
$30 billion added to the fiscal 1976 deficit. 

This tax legislation is supposed to im­
prove consumer confidence in the state 
of the economy, but consumer confidence 
cannot be improved if the U.S. Govern­
ment is on the brink of bankruptcy. 

I also had hopes that the tax cut leg­
islation would be equitable, providing a 
sufficient amount of tax relief to the 
millions of moderate- and middle-in­
come taxpayers who pay most of our 
taxes. But while there has been some 
improvement in ·the amount ·of middle­
income tax relief, these people, who 
many economists believe are the ones 
which will spend the rebates on con­
sumer goods, are still getting short-

. changed by the bill. In addition, the 
negative income tax features of the bill 
are actually welfare reform measures, 
and this is neither the time nor the plaee 
for fundamental welfare reform. Nor· fB 
it the time to act on such diverse tax r~-
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form amendments as those adopted by 
the Senate today applying to solar heat 
and baby sitters. In order to get the 
economy moving again, we must place 
more money into the hands of the people 
who will spend it on consumer goods. 
This in turn will get the factories work­
ing again and put the unemployed back 
to work. 

I intend to vote against this Senate 
bill because it is too costly and because 
it is biased against the middle-income 
taxpayers. I hope that my vote will send 
a message to the House and Senate Con­
ference Committee that the final tax cut 
bill should be cut back to a reasonable 
level. I continue to believe that a tax 
cut is the best way to stimulate the 
economy, but it must be done without 
putting an unbearable strain on our al­
ready massive budget deficits. 

My final vote on the tax cut legisla­
tion will thus depend on the size and the 
scope of the legislation that is approved 
by the House-Senate Conference Com­
mittee. 

Mr. BARTLETT. Mr. President, Ire­
gret very much the recent action of the 
Senate with regard to oil tax legislation. 
The legislation is punitive because it con­
cerns only the oil industry, and, in my 
opinion, is shortsighted. It is essential 
for this Nation and the world that suffi­
cient capital be available for investment 
in the search for and development of 
energy resources, particularly oil and gas. 
The reasons for this are very capably ex­
plained in a recent publication titled, 
"How Much Oil-How Much Investment" 
of the Energy Economics Division of the 
Chase Manhattan Bank. 

All Senators could benefit by reading 
this article and I ask unanimous consent 
that it be printed into the RECORD. 

There are a number of figures in this 
publication which cannot be reproduced 
in the REcoRD. Any interested person can 
obtain a complete copy from the Wash­
ington, D.C. office of the Chase Manhat­
tan Bank or from the bank's energy eco­
nomics division in New York City. 

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

<The charts referred to herein cannot 
be printed in the RECORD.) 
How MuCH O;n,-How MuCH INvEsTMENT 

A SPECIAL PETROLEUM REPORT 

Energy and business 

Try to think of a business activity-any 
kind at all-that does not depend in some 
way upon energy. None will come to mind be-

. cause the satis!action of all needs for goods 
and services requires the use o:t energy in 
some form, to some degree, at some stage. 
Indeed, as much as 70 percent of the over­
all utilization of primary energy in the 
United States is for business related purposes. 
And, in many other countries the proportion 
ls even higher. 

A fully adequate supply of energy, there­
tore, 1s vitally important to both the eco­
nomic and social well-being of nations every­
where throughout the world. Within the past 
year, that fac~ became painfully known to 
a vast number of people who had previously 
taken the availab111ty of energy for granted. 
Abruptly, they were jolted out of their com­
placency wher they dLscovered they could not 

b.a.ve all the energy they wanted when they 
wanted lt. 

Investment, supply, ana shortage 
Although public awareness has come only 

recently, the energy shortage actually did 
not evolve suddenly. Studies conducted by 
this Bank as long as twenty years ago indi­
cated clearly that an energy shortage in the 
United States was eventually in prospect if 
corrective forces were not brought into play. 
There was no basis at that time for doubting 
the existence of sufficient energy resources 
to be developed-the potential actually was 
enormous. But there was mounting evidence 
of underinvestment. And there is, of course, 
a. natural relationship between the supply of 
any form of energy and the investment made 
to provide that supply. The future supply of 
energy cannot possibly be adequate unless a 
sufficient investment is made well in advance 
of actual needs. By the late 1950's, it was 
obvious that investment was not keeping 
pace with expanding energy needs. And it has 
continued to lag ever since. 

Although the relationship between invest­
ment and the supply of energy is an elemen­
tary principle that applies to any and all 
sources of primary energy, It is nevertheless 
one that is not well understood. In fact, the 
lack of understanding was responsible for 
the incredibly unenlightened regulation and 
many other political actions about the world 
that had the two-pronged effect of prevent­
ing the generation of sufficient capital funds 
and discouraging the investment of money 
that actually was available. And the current 
energy shortage is the consequence. Yet, even 
today, after so much damage has been done, 
there is still a widespread !allure to recog­
nize the relationship between investment 
and supply. Instead, two distinctly different 
attitude5 generally prevail. Many appar­
ently continue to believe they can somehow 
again have enough energy without paying all 
the associated costs. others, obviously, are 
resigned to the prospect of a permanent 
shortage and see conservation as the only 
avenue of partial relief. Neither attitude is 
rea.llstic, of course. The world still does not 
lack basic energy resources remaining to be 
developed. And it is conceivable that even­
tually there can again be enough to serve 
all its needs-but only if the necessary in­
vestment is made first. If it is not, a perma­
nent shortage will indeed be the certain out­
come. 

But a permanent shortage would be intol­
erable--it would unleash a flood of additional 
problems. Several interrelated factors would 
be involved. For a. long time, the use of en­
ergy in the United States has remained con­
stant relative to the gross national product, 
as shown in Figure 1. The amount of em­
ployment, however, has declined relative to 
gross national product, and the use of en­
ergy has risen in relation to employment as 
a result of technological progress. It is math­
ematically certain that the nation's labor 
force will continue to grow for many years to 
come, as indicated in Figure 2. But, if the 
future expansion of the gross national prod­
uct were to be restrained by a lack of energy, 
the level of productive employment would 
not rise a.s fast as the labor force. Conceiv­
ably, It might not rise a.t an and unemploy­
ment with all its attendant problems could 
reach record proportions within a decade. 

To varying degrees, other nations would 
experience similar difficulties. Without 
enough energy, developing nations could not 
attain the economic and social goals they so 
desperately need and developed nations could 
go into a. phase of decline. Clearly, the world 
cannot afford a permanent energy shortage. 
The economic and social costs of that con­
dition would far outweigh the capital and 
other financial costs of providing enough. 

Therefore, a maximum effort to provide 
enough must be made. 

How much energy? 
But how much energy will the world re­

quire in the years ahead? Forecasts that 
seemed realistic as recently as a year and a 
half ago are no longer valid. Because of the 
changed circumstances brought about by the 
latest crisis in the Middle East, a new assess­
ment is necessary. For most of the past. en­
ergy costs have been exceedingly low and 
there was not a broad-based incentive to 
avoid waste or achieve more efficient utiliza­
tion. But now that energy costs are sub­
stantially higher, that incentive exists to a 
greater degree. As a. consequence, the world's 
future needs for energy are likely to be some­
what less than the amount previously 1n 
prospect. How much less is a matter of con· 
jecture. There is not yet a reliable basis fo1 
estimating the waste that can be el1minated 
or the additional efficiency that can be 
achieved. The accumulation of sound evi­
dence over a. period of several years will be 
necessary before truly Dneaningful Dneasure­
ments will be possible. Some reductions in 
energy use have already occurred. For the 
most part, they are those that required a 
minimum of effort and cost. Potential sav­
ings that can be achieved only by spending 
large amounts of money are likely to come 
much more slowly, if at all. The process could 
be accelerated with tax incentives, but gov· 
ernment appears reluctant to accept reduced 
ta.x revenue. 

Historically, forecasts of future energy 
needs have proven grossly conservative, as ll· 
lustrated in Figure 3. And the very poorest 
forecasting has been done during abnormal 
or transitional periods. For example, a high­
ly qualifled organization predicted in 1933 
that the demand for oil would reach 2.9 mil­
lion barrels per day by 1960. The actual de­
mand in that year, however, was 10.1 mil· 
lion barrels per day-more than treble the 
predicted amount. Other forecasts made a.t 
that time missed the mark by a similar mar­
gin. A detailed analysis of these earlier ef­
forts reveals a common fault: nearly all of 
the basic assumptions ut111zed in the fore­
casting process proved to be very wrong. To 
understand why, the conditions of that pe­
riod should be recalled. The forecasts were 
made when the depression of the 1930's was 
at its worst and the prevalling attitudes were 
generally pesslm1stic. Indeed, there were 
some who thought the nation would never 
overcome its economic dtificulties just as 
there are some now who believe the energy 
shortage will be a permanent problem and 
entorced conservation is the only source of 
relief available. There is a strong tendency 
on the part of professional forecasters and 
instant experts alike to project the present 
and the recent past. The faulty forecasts of 
the 1930's clearly reflect that tendency. 

And there is now the grave danger that the 
same kind of errors may be committed again. 
Current conditions are by no means normal 
and neither are prevailing attitudes. Fore­
casts made in such an atmosphere can once 
more be way off the mark if they are not 
conducted with utmost care and objectivity. 
There are disturbing signs of too much 
reliance upon untried ·theories, particularly 
in respect to radical schemes to curb energy 
use. Demonstrated needs and proven facts 
tend to be ignored. And, obviously, there 1s a 
great deal of wishful thinking. If government 
and business plans are based and imple­
mented upon ultra-conservative forecasts of 
future energy needs, the stage will ~ely be 
set !or progressively worsening shortages in 
the years ahead. From the standpoint of 
the future well-being of all nations, It would 
be far better if forecasts proved to be too 
optimistic rather than too pessimistic. The 
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problems associated with oversupply would 
not be nearly as great as those caused by 
too little supply. 

In 1955, there were 2.7 billion people in the 
world-all with growing needs for goods and 
services. By 1970, another billion people had 
been added to the world's population and 
they too all had needs for goods and services. 
In the process of satisfying these expanding 
needs, economic activity increased through­
out the world and progressively more energy 
was required to fuel that growth. Between 
1955 and 1970 the worldwide demand for 
energy grew at an average annual rate of 
about 5 percent. As revealed in Figure 4, 
demographic authorities expect the world's 
population will rise by 1.3 billion between 
1970 and 1985 to reach a total of 5 billion. 
Based upon the needs of these additional 
people plus the expanding needs of all the 
rest of the world's population, we had con­
cluded in studies completed in mid-1973 that 
the worldwide demand for energy in the 
1970-1985 period would continue to grow at 
an annual rate of approximately 5 percent. 

Since then, however, we have reasse3sed the 
world's energy requirements in the light of 
the changed circumstances and we now 
think demand will grow at a lower annual 
rate of 4.2 percent. Admittedly, the revised 
forecast reflects more speculation than usual 
because of the inability to measure ade­
quately the effects of reduced waste and more 
efficient utilization. The lower rate of 
growth represents our best judgment as of 
now. Hopefully, it will not prove too conserv­
ative, as so many earlier forecasts have. 

The },farkets 
For analytical purposes, we have divided 

the world into seven geographical regions. 
The amount of energy used in 1970 and ex­
pected requirements by 1985 are shown for 
each of these regions in Figure 5. Although 
North America is likely to be the scene of the 
largest volumetric growth, the other regions 
are all expected to experience faster rates of 
growth. As Figure 4 shows, much of the 
world's population growth between 1970 and 
1985 will occur in the less developed coun­
tries. And these, of course, are the countries 
with the greatest needs for economic and 
social gains-needs for more goods and serv­
ices. If these needs are to be satisfied, the per 
capita consumption of energy in the less­
developed countries must rise dramatically. 
And it must go up substantially in the de­
veloped countries too, because a significant 
portion of their energy use will be for the 
purpose of producing goods for export to 
other parts of the world, including the less­
developed nations. 

The Sow·ces 

tries to generate sufficient financial re­
sources. The primary purpose of this report 
is to provide information relating to the 
financial needs. It is not practical, how­
ever, to do this for all of the energy indus• 
tries at once. Therefore, the balance of this 
report is devoted to the needs of the petro­
leum industry and the financial require­
ments of other energy industries will be 
discussed in subsequent releases. 

Because of the superior form value of oil, 
the worldwide demand for it has grown rap­
idly. For the fifteen years ranging from 
1955 to 1970, demand increased at an aver­
age annual rate of approximately 7.5 per­
cent, as shown in Figure 7. Obviously, such 
a strong rate of growth could not be ex­
pected to continue indefinitely. And detailed 
studies completed in mid-1973 indicated a 
lower average annual growth of 5.5 percent 
was a reasonable prospect for the 1970-1985 
period. But now, because of the higher cost 
of oil, consumers can be expected to make 
a greater effort to limit their consumption 
and a revised estimate has therefore become 
necessary. And our latest studies indicate a 
still .lower growth of about 4.5 percent for 
the fifteen-year period. That, however, is 
an average rate for all of the period and, 
since demand actually grew at a higher rate 
of 7 percent during the first three years, the 
estimated rate for the remainder of the pe­
riod-1973 to 1985-is no more than 4 per­
cent. Significantly, that is little more than 
hal! the rate of growth prevailing from 1955 
up to as recently as 1973. 

How the worldwide needs for oil are likely 
to expand geographically is illustrated in 
Figure 8. Even though the rate of growth in 
prospect is much slower than in the past, 
the requirements for oil in all seven of the 
world's subdivisions nevertheless will be­
come very much larger by 1985. The rela­
tive size and prospective growth of these 
individual marl{ets is particularly notewor­
thy because of their influence on investment 
policy. Three basic factors-geologic pros­
pects, size and location of markets, and poli­
tical circumstances-largely determine where 
the petroleum industry's capital investment 
occurs. History has amply demonstrated that 
capital will take flight if one or more of 
these factors becomes unfavorable. On the 
other hand, capital wm be attracted if these 
conditions become more favorable in onere­
gion relative to the others. 

Although North America is the single larg­
est market for oil, it accounts for no more 
than one-third of the worldwide consump­
tion. And it is expected to be the scene of 
only one-fourth of the worldwide market 
expansion between 1970 and 1985. Obviously, 
much of the petroleum industry's financial 

At present, the world depends largely upon resources therefore will be generated outside 
five sources of primary energy. They are oil, North America and investment policy will 
natural gas, coal, water, and nuclear. Even- be influenced accordingly. 
tually, other more exotic sources may be In the 1955-1970 period-when demand 
utilized but no significant development is was growing at a 7.5 percent annual rate­
in prospect within the time frame under the world consumed a total of 153 billion 
consideration here. Revealed in Figure 6 is barrels of oil. Despite the slower growth of 
the amount of each used in 1970 and the 4.5 percent expected in the following fifteen 
expected requirements by 1985. As indicated, years, the accumulated consumption never­
oil is the single largest source. It satisfied 46 theless will amount to 375 billion barrels­
percent of the world's energy needs in 1970 nearly two and a half times more than in 
and is likely to be required for an even the 1955-1970 period. Even if demand failed 
larger proportion by 1985. Of the total growth to grow at all after 1973, the consumption in 
of worldwide energy needs between 1970 and the 1970-1985 period would still total 310 bil-
1985, oil alone is expected to be called upon lion barrels-more than twice as much as in 
to accommodate more than half. Oil's domi- the preceding fifteen years. That highly sig­
na.nt position reflects its form value. Being nificant fact is illustrated in Figure 9. 
a liquid, it is more versatile and can be ap- The Underground Inventories 
plied more effectively to a broader range of Clearly, the world's future needs for oil 
uses than the other sources. And in some 
parts of the world oil is more readily avail- will be enormous. An? the.petroleum indus-
able, both in a physical and economic sense try must make a. gigantic effort if those 

, · needs are to be sat1sfied. In any business ac-
. Whether or not the worlds indicated fu- tivity involving products, inventories must 
ture needs for energy can be fully satisfied • grow in realistic proportion to the expansion 
Will depend, of course, upon the adequacy of market demand. And inventories also 
of capital investment. That, in turn, wlll should be strategically located throughout 
hinge upon the ability of the energy indus- the market territory. In respect to oil, how-

ever, neither requirement has been met. 
Proved reserves-oil that has actually been 
found and developed-are really in the na­
ture of underground inventories. Reported 
additions to the world's proved reserves have 
not kept adequate pace with market growth 
for a long time. Nor are the reserves well 
located relative to market needs. As re­
vealed in Figure 10, there were 575 billion 
barrels of oil in a proved reserve status in 
1970. As much as 67 percent of those re­
serves were concentrated in the Middle East 
and Africa-a region that constituted only 
4 percent of the worldwide market. And 
fully two-thirds of all the proved reserves in 
existence in 1970 will be required to satis­
fy the world's indicated needs in the follow­
ing fifteen years .. 

Obviously, the situation is precarious and 
demands a maximum corrective effort. There 
is the need to accelerate the search for more 
reserves. And the search should be conducted 
with the objective of achieving a better geo­
graphical distribution of the world's re­
serves. To meet minimum standards relative 
to indicated market needs, the world's proved 
reserves of oil should total at least 800 bil­
lion barrels by 1985. That is 225 billion bar­
rels-or nearly 40 percent--more than in 
1970. And to provide the better distribution 
and reduced vulnerability so urgently needed 
much of the increase should occur in regions 
of the world other than the Middle East and 
Africa. Between 1970 and 1985, the reserves 
located in those other regions should be more 
than doubled, if possible. 

If the petroleum industry is to satisfy mar­
ket needs of 375 blllion barrels and also build 
up the world's reserves by 225 billion barrels, 
it must find and develop a total of 600 billion 
barrels of new oil between 1970 and 1985. As 
figure 11 reveals, that is nearly 50 percent 
more oil than was actually found and devel­
oped in the preceding fifteen years. Also indi­
cated is the larger proportion of reserves that 
need to be found in regions other than the 
Middle East and Africa. Of the 415 billion bar­
rels actually found and developed through­
out the world in the preceding fifteen years, 
only 106 billion were discovered outside the 
Middle East and Africa. Three and a hal! 
times that much should be found in the 
.19707 1985 period if a better geographical dis­
tribution is to be achieved. 

Even though the Middle East and Africa 
possessed two-thirds of the world's proved 
reserves in 1970 and most likely wlll still have 
well over half by 1985, other regions are likely 
to produce more oil nevertheless. As lllus­
trated in Figure 12, the combined production 
of other countries in the 1970-1985 period is 
expected to exceed that of the Middle East 
and African nations by fully one-third. 

Anyone thoroughly familiar with the his­
tory of the petroleum industry · knows that 
most of the petroleum found thus far was 
discovered in areas that were once consid­
ered either barren or beyond reach. Almost 
from the beginning there have been contin­
uous predictions that the earth's supply of 
oil would soon be exhausted. Even though 
most of the earlier predictions were made by 
qualified authorities, they nevertheless proved 
faulty because they were based upon insuffi­
cient geologic knowledge and a severely re­
stricted abillty to conduct the search for 
petroleum. With the passage of time, how­
ever, knowledge of the earth's geology has 
increased progressively and so has man's 
ability to hunt for petroleum. There is no 
logical basis for thinking such progress has 
come to an end. Given a sufficient incentive, 
man will doubtless continue to add to his 
geologic knowledge and improve his ability 
to conduct an ever-expanding search. Indeed, 
because of existing circumstances, the pace 
of technological progress may actually 
quicken. Some of the potential techniques 
now being considered sound like science fic­
tion. But, so did today•s widely used methods 
not long ago. There is much evidence to 
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prove that technological progress can change 
the seemingly impossible to reality. 

How much petroleum remains to be found 
will never be known without a truly ex­
haustive search. And, in view of the vital 
importance of energy, the world cannot afford 
not to make that search. The effort must 
go on until there Is positive assurance that 
the over-all economic costs of continuing 
the search exceed those of providing alter­
nate forms of energy. Investing money in the 
search for petroleum wtll not guarantee suc­
cess. But the failure to make that invest­
ment will indeed guarantee that no 
petroleum will be found. And we should 
be mindful that undiscovered petroleum is 
of no real value-neither to this nor any 
future generation. We cannot save what has 
never been found. 

All those costs 
For several decades, this Bank has con­

ducted continuing studies with the objective 
of measuring the capital and exploratory 
costs of carrying on the search for petro­
leum. Such measurements are not partic­
ularly valid for individual companies nor 
for time periods as brief a.s one or two years. 
But for the petroleum industry as a. whole 
over longer time spans there is a. demon­
strated consistent relationship between the 
financial input and the amount of petroleum 
found and developed. And that relationship 
in combination with other factors provides a. 
meaningful indication of the future costs o! 
finding enough petroleum to satisfy the 
world's requirements. 

Our studies indicate the petroleum indus­
try will need to invest at least 400 billion 
dollars for capital and exploratory purposes 
1f it hopes to find 600 billion barrels of on 
between 1970 and 1985. As Figure 13 reveals, 
that is more than two and a. hal! times the 
actual investment for such purposes in the 
preceding fifteen years. In addition, another 
investment of 370 billion dollars wm be re­
quired for other essential purposes-refin­
eries and other processing facilities, tankers, 
pipelines. the vast market distribution sys­
tem, and the costly equipment needed to 
achieve and maintain environmental stand­
ards. Figure 13 shows that the investment 
required for such purposes will also be much 
greater than in the preceding fifteen years. 
Amounting to 770 blllion dollars. the total 
capital and exploratory investment required 
is nearly three times more than the actual 
investment of 275 billion dollars in the 
precedmg fifteen years. 

In addition, the petroleum industry has 
other financial needs that must also be met 
if it is to function in a. viable fashion. There 
are additional investments and advances to 
be made. Shareholders must be paid for the 
use of the funds they have made available. 
Debt must be repaid. And, as the magnitude 
of its operations increases, there must be 
additions to working capital. For all these 
additional purposes, the industry is likely to 
require more than 400 billion dollars in the 
1970-1985 period. The relative size of the in­
dustry's various financial needs is shown in 
Figure 14. Totaling 1.2 trillion dollars, they 
are more than treble the 375 billion dollars 
actually used in the preceding fifteen years. 

Where will the money come jrom? 
How the petroleum industry will satisfy 

its needs for such an enormous sum of 
money is by no means a simple matter. Part 
may be obtained !rom external sources. but 
the major portion must be generated inter­
nally. The financial needs for petroleum op­
erations within the Communist countries 
are estimated to amount to 225 billion dol­
lars and the money 1s likely to be supplled 
by their own treasuries. Although the indus­
try will probably seek to borrow as much as 
possible ln the capital markets, the rela­
~ely high degree of risk assoc1ated with Its 
activities will limit tile amount. n seems 

likely that 240 billion dollars may represent 
the maximum. Provisions for capital re­
covery, such as depreciation, depletion, and 
other write-offs constitute another source 
of funds. If these provisions are not changed 
by governmental actions, they are expected 
to provide 260 billion dollars. The remain­
ing 460 b11lion dollars-nearly 40 percent of 
the industry's total financial needs-must 
be obtained from profits. The relative size 
of these potential sources of funds is also 
1llustra.ted in Figure 14. 

The enormous burden of inflation 
In the hard light of reality, however, these 

sources are all likely to be called upon to 
provide a great deal more money. The var­
ious financial needs discussed above were 
measured in 1970 dollars and it is not real­
istic to think in such terms. Inflationary 
forces cannot be ignored. There is little like­
lihood that inflation can be brought under 
effective and lasting control until govern­
ments about the world recognize and elimi­
nate their own powerful contributions to in­
flation. And to expect that to happen flies 
in the face of political reality. It is, there­
fore, prudent to assume continuing infla­
tion. But how much? That, of course, is a. 
matter of conjecture. And being unable to 
predict future inflation with meaningful ac­
curacy, we have therefore measured the po­
tential impact in terms of 5, 10, and 15 per­
cent annual rates. 

That impact is illustrated in Figure 15. 
With 5 percent inflation, the petroleum in­
dustry's financial nee!ls would be increased 
from 1.2 trillion dollars to 1.6 tr111ion. With 
10 percent, they would be raised to 2.2 tril­
lion. And with 15 percent, they would be 
nearly trebled at 3.1 tr111ion dollars. We have 
encountered no informed belief that world­
wide inflation can be reduced to a. rate as 
low as 5 percent. The opinion that it will av­
erage within the so-called double digit range 
is much more general and, therefore, we 
think it is prudent to measure the industry's 
fi.na.ncial needs in terms of at least 10 per­
cent inflation. 

As Figure 16 indicates, all of the industry's 
financial needs would be nearly doubled if 
the world does experience 10 percent infla­
tion. The requirements for capital and ex­
ploratory purposes would rise from 770 bil­
lion dollars to more than 1.4 trillion. And 
the various other essential needs together 
would be increased from 415 billion dollars 
to 760 b1llion. When the financial needs for 
the 1970-1985 period were measured in 1970 
dollars, the task of raising the required funds 
appeared formidable indeed. But, when the 
potential infia.tionary impact is added, that 
task becomes enormously more difficult. And, 
under some cil·cumsta.nces, it could prove im­
possible. 

As Figure 17 reveals, the industry would 
require a great deal more money from a.l1 
potential sources as a result of inflation. The 
Communist nations would not be immune, 
and their treasuries would have to provide 
nearly twice as much. The industry's demand 
upon the capital markets could be expected 
to rise from 240 billion dollars to 420 blllion. 
Its dependence upon capital recovery would 
increase from 260 billion dollars to 490 billion. 
And the amount of profits required would 
expand from 460 billion dollars to 845 bil­
lion. 

But it is conceivable that the industry may 
be unable to draw upon these sources to the 
full extent necessary. The capital markets, 
which will be experiencing a demand for 
funds from the rest of the worldwide econ­
omy as well, may not be able to respond sum­
ciently. And governments, fa11ing to recog­
nize the vital role played by capital recovery, 
might act to take away or reduce some of the 
provisions that permit that important process. 
to function. In that event, additional profits 
would be required to make up the difference, 
of course .. But governments might also act to 

restrain the growth of profits. If limitations 
were im:Posed upon either capital recovery or 
profits or both, the industry's access to the 
capital markets would also be limited as a 
consequence. Obviously, the industry's abil­
ity to repay borrowed capital depends upon· 
the adequacy of its cash flow which is deter­
mined by capital recovery and profits. 

The behaviOT of government 
Frequently in the past, representatives of 

government and the news media have called 
for the elimination or reduction of some of 
the provisions for capital recovery. Untll re­
cently, however, profits went virtually un­
noticed. The lack of attention reflected the 
fact that the industry's profits were extremely 
modest for a fifteen-year period prior to 1973 
and therefore were not noteworthy. But prof­
its have become a. major issue as a. result of 
the large-scale increases achieved in 1973 and 
1974. All over the world the news media. and 
governments have focused much attention on 
the size of the profit gains and thereby fos­
tered widespread adverse public opinion. The 
public has been led to believe that the profits 
were grossly excessive and that viewpoint 
obviously exists extensively within the ranks 
of government too. As a. result, there have 
been many demands that restraints of vari­
ous forms be imposed on the industry's 
profits. 

These demands are a manifestation of the 
continuing failure to understand the rela­
tionship between investment and the supply 
of energy. As emphasized earlier, there can­
not possibly be enough energy of any kind 
without adequate investment. And invest­
ment cannot be adequate without sumcient 
profits. But profits are labeled excessive and 
restraints are proposed without apparent 
consideration of the need for profits as a 
source of investment funds. As indicated 
earlier. the industry will need at least 845 
billion dollars of profits betwe~n 1970 and 
1985 1f the world experiences a 10 percent 
rate of Inflation. But in the first four years 
of that period the industry generated no 
more than 60 billion dollars of profits--only 
7 percent of the required amount. Even in 
the highly unlikely event of no further in­
flation, the 60 blllion dollars would repre­
sent but 13 percent of the industry's total 
needs :tor the fifteen year period. Figure 18 
illustrates the huge additional amount that 
must be generated over the rema.ining eleven 
years. Under the circumstances, how can the 
industry's profits possibly be considered ex­
cessive? 

Indeed, is it even realistic to think that 
the industry will be able to generate all the 
money it will need in the years ahead? The 
answer to that question depends upon the 
future actions of government. Obviously, 1f 
governments continue to Ignore the financial 
realities involved and act in various ways to 
inhibit the process of capital formation, the 
industry will not be able to make the invest­
ment required to provide an adequate sup­
ply of petroleum. There are no possible fi­
nancial short cuts--all the costs associated 
with providing enough must be paid. The 
potential for having enough petroleum In the 
future Is promising. But the realization of 
that potential requires much greater enlight­
enment than exists at present. More cooper­
ation between governments and the petrole­
um industry and also between the govern­
ments of the world will be needed. And there 
must be a. truly meaningful, nonpolitical 
sense of purpose. Clearly, the potential can 
never be realized by simply hoping to mud­
dle through as usual. 

Mr. BUCKLEY. Mr. President, the tax 
bill presently being considered by the 
Congress of the United States is a mind­
less disaster. It will not significantly 
speed recovery. Rather, lt will contribute 
significantly to a credit crunch 1n 1976, 
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lay the foundation for another boom 
and bust with inflation by 1977, and in 
the process will discriminate against 
many of the very families most hard 
pressed by the recent inflation and in­
creases in energy prices. I would dearly 
like to be able to support a $30 billion, 
or even $50 billion, tax cut; but, I can­
not support an irresponsible measure 
which this tax bill has become. An eco­
nomically sound case can b~ made for 
the rebate from 1974 taxes, a case can be 
made for a modest reduction for 1975, 
and a case can be made to provide 
businesses and corporations a cut in the 
precent surcharge rate. But a case can­
not be made for all of them. 

There are today very few Americans 
who do not have some understanding 
that we are in trouble economically. We 
are just coming off a shocking inflation 
which peaked in 1974 at an annualized 
rat::: of more than 15 percent. We now 
have 8.2 percent unemployment. In some 
key industries the rate is twice that 
amount. Projections for the fiscal deficit 
for the year ending June 1975, are ap­
proaching $50 billion. The deficit proj~c­
tion for the next fiscal year is now more 
than $70 billion, and could very well be 
substantially higher than that. 

What the Congress does with this tax 
bill will play an important part in de­
termining whether we can get out of 
our present economic difficulties andre­
store conditions of economic stability in 
the years ahead. Given the way the Con­
gress is responding, it is not at all certain 
that we will. We must face facts and 
possible consequences. The time for un­
restrained optimism, so much a part of 
the American psychology, is over. The 
time for unrestrained response to short­
term problems is over. Unless we put our 
economic house in order now we will be 
assigning ourselves to an economic stag­
nation similar to the conditions which 
presently grip the United Kingdom. It 
wasn't too long ago that their situation 
was very strong. Now after many years 
of unsound economic policies they are in 
deep trouble. 

In one of the most powerful books 
written in the 20th century, Prof. Rich­
ard Weaver reminded us that ideas, in­
deed, do have consequences. So do tax 
bills and economic policies. What the 
Congress does on taxes will have conse­
quences, but I am afraid that the con­
sideration of this legislation has been 
keynoted by the lack of consideration for 
them. 

The economic idea being relied upon to 
justify the proposed $30-plus billion tax 
cut is that the Nation needs additional 
fiscal stimulus. That idea rests upon the 
notion that there is a fundamental rela­
tionship between Government deficits 
and future economic growth. Unfortu­
nately, the fact of the matter is that 
there is no such direct relationship. In 
the whole of the postwar period the evi­
dence clearly indicates that it is the 
money supply which is controlling. In 
Prof. Paul Samuelson's words, "money 
matters." This is crucially important be­
cause if fiscal stimulus goes beyond the 
ability of the economy to accommodate 
prudent monetization of the stimulus, 
then one of two economic consequences 
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will result: inflation or Government 
spending at the expense of private, job­
producing investment. It will probably be 
our bad fortune that in this rush to real­
ize our political objectives, the Congress 
will achieve both consequences. 

The tax bill specifically will add almost 
$10 billion in debt to the fiscal year 1975 
deficit of an estimated $35 billion. This 
is accomplished by rebating 1974 taxes, 
in the form of a lump-sum payment near 
the end of this fiscal year-June 30, 1975. 
In addition, the Senate would cut per­
sonal and business taxes for fiscal year 
1976 by more than $20 billion. This action 
increases the deficit from the President's 
estimated $55 billion to upwards of $75 
billion for fiscal 1976 alone. It is assumed 
by the Congress that this additional debt 
will do something for the economy. I am 
afraid we will be doing something to the 
economy instead. 

Unless the Congress and the President 
are prepared to unleash on the Nation 
another and even more severe inflation 
over the course of the next 36 months, 
then the whole of the tax cut amount will 
have to come back to Government from 
private citizens-taxpayers-in the form 
of Treasury borrowings. There is no pos­
sibility that the Federal Reserve can 
monetize a $75 billion Federal Govern­
ment deficit without creating a inflation 
of 3 percent or more. At the very outside, 
we can expect an accomodating policy 
which would monetize no more than $25 
to $30 billion. Such an accomodation 
would require a 10 percent increase in the 
money supply. What should be crystal 
clear to all the Members of the Congress 
is that economists are quite uncertain 
what the particular consequences might 
be. Such an increase in the money supply 
is usually followed by a wave of inflation. 
It is not only possible but probable to 
calculate that a portion, even a sub­
stantial portion, of the increases in the 
money supply which go beyond the ca­
pacity of the economy to expand will 
produce only an increase in prices, not 
sustained economic growth. 

Unfortunately, the problems do not 
stop there. Even with such a heavy 
monetization, the Federal intrusion into 
the Nation's capital markets will be ag­
gravated by the whole amount of the 
1975 tax cut. Just how is it then that it 
can be said that the tax bill will be 
stimulative. ·The truth is it will not be. 
The reality is that the increases in 
spending when combined with the de­
cline in fiscal year 1976 revenues due to 
this tax bill will reduce the capital avail­
able to industry, especially the ·housing 
industry, while making it more expensive. 

The real key to a sustained recovery is 
wealth-producing investment in suffi­
cient amounts in the form of new plant 
and new construction. With this tax bill 
we most assuredly will cause an increase 
in interest rates, making private invest­
ment more costly and, therefore, at least 
somewhat less likely. 

Moreover to the extent there is any 
crowCling out, which I personally feel 
will occur within the next year to 18 
months, this bill, and others, will make it 
that much more difficult for the reces­
sion-ending investment to take place. 

As to the income tax credit of up to 

$2,000 to purchasers of new homes, let us 
hope the Congress is not deluding itself 
that such a credit will have~ substantial 
impact on new housing starts of 1975. 
Leadtimes to construction are quite long 
and getting longer. The construction 
time itself is often up to 6 months. How 
then does anyone really expect that a 
credit available during calendar year 
1975, made law in March or April of that 
year will have much, if any impact, on 
investment behavior. To be sure it will 
aid in the sale of houses presently inven­
toried. But that's happening anyway. The 
point is that the idea is not sound and 
will primarily inure to the benefit of 
those already planning new housing pur­
chases in 1975. But more importantly, the 
idea that short-term radical responses to 
severe problems offer us sound solutions 
is dangerous. Manipulation of incentives, 
such as this, invariably create unstable 
market distortions and often produce ef­
fects which are totally unintended. The 
only sound solution is a long-term solu­
tion. To suggest otherwise, except in very 
rare cases, is very bad public policy. 

Present estimated housing starts are 
running at an annual rate substantially 
below 1 million. The housing industry 
has a capacity for more than double that 
rate. To utilize that capacity it will re­
quire substantially more than $30 billion 
in investment resources. But as the capi­
tal market figures come into focus, as 
we get close to 1976 it is very possible that 
the "crowding out" factor will be real­
ized and could amount to as much as $30 
billion. In other words, the very resources 
which we are now depending upon to 
get us out of the recession are coming 
under attack by virtue of this tax trans­
fer bill. 

If what this bill is, is nothing more 
than a transfer of burden, then it is es­
sential that we determine who benefits 
and consequently who is assigned addi­
tional burden, which includes all those 
ignored by the legislation. And this is a 
crucially important point: the 1976 tax 
cut is, unfortunately, a cruel hoax on mil­
lions of American taxpayers. Whether 
referring to the House-passed version of 
H.R. 2166 or the version reported by the 
Senate Finance Committee, no other 
term oan adequately describe the bill. 

First, let us look at the figures in the 
House-passed bill. More than 10 million 
taxpayers with incomes under $20,000 
per year would receive absolutely no tax 
relief, under the best of circumstances 
and assumptions. More likely, the num­
ber of taxpayers that would be totally 
ignored is around 20 million taxpayers, 
again whose incomes are under $20,000. 
In addition, only a very few of the more 
than 4.3 million whose income are be­
tween $20,000 and $30,000 will get any 
relief whatsoever. I wish, however, to 
point out that these figures understate 
the inequities because these latest in­
come figures are themselves 3 years old. 
Given the rapid inflation of 1973-74 the 
numbers being ignored are substantiallY 
higher because the tax tables provide no 
adjustment for the inflation distortion. 

In other words, as many as 24 million 
middle-class Americans, who have been 
led to believe that they will get some 
permanent tax relief are being shut out 
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under the House bill. Interestingly, the 
groups of taxpayers most likely to be ex­
cluded because of the formula relied upon 
are homeowners, the generous and most 
incredibly of all, the sick. 

The Senate bill is only slightly bet­
ter, in theory. By relying upon a tax 
credit alternative to the personal ex­
emption, families with incomes over 
$10,000 but less than $16,000 will get 
something. What they will get is inter­
estingly, not detailed in the Senate Fi­
nance Committee report, but you can 
be sure that it will be less than $50 for 
the whole of 1975. The changes made 
in the tax tables will give a family whose 
income is $8,000 a tax reduction of $40 
for the year. Using the same analysis of 
the Senate bill that was employed 
against the House bill, more than 20 
million taxpayers will get no tax relief 
and 20 million more will get so little as 
to make the bill, as I said, a cruel hoax 
on millions of middle class Americans. 

This discriminatory treatment is high­
lighted when one takes into account the 
two major rationales for the legislation. 
The first, recession, was dealt with above 
on an aggregate basis. Individually, the 
foundation of the American economy is 
the middle class, as worker, saver, and 
consumer. If he is lucky he will get $25 
in a 1975 tax cut. Perhaps the supporters 
of this legislation figure that he will 
buy a new Ford with that kind of money. 
Let us hope so; but let us be realistic 
and ask, what are the chances? 

The idea that all benefits of Govern­
ment policy whether those benefits come 
in the form of new Government spend­
ing or tax breaks should be drafted so as 
to exclude the American middle class is 
as mindless as it is misguided equity. 
The middle class cannot and should not 
be ignored or shunted aside by the ideol­
ogy of redistributionism. As an antireces-· 
sion measure take as a whole the tax bill 
is economically dangerous and threatens 
to wreak havoc with our economy over 
the last half of this decade and beyond. 

The second reason offered for the tax 
reduction is to provide relief from infla­
tion, especially as it has caused higher 
taxes to individuals and corporations. It 
is true that if you had an income of 
under $20,000 in 1974 the rebate would 
work to substantially correct for the 
higher taxes paid due to the inflation. 
Unfortunately, the Senate failed to make 
this adjustment permanent when it voted 
to table my amendment to tie the income 
tax to the Cost of Living Index. Hope­
fully the Congress will in the near future 
index the income tax so that any future 
inflation will not also work to increase 
the heavy tax burden of all working 
Americans; especially those with low to 
middle incomes. But given the failure of 
my indexing amendment there is no pro­
tection against the effects of inflation on 
its rates in future years. Surely, the $25 
or so tax cut will more than be returned 
to the Government as the cost-of-living 
wage increases pushes these taxpayers 
into higher tax brackets. 

Further, it is contended that the tax 
cut is needed to offset the impact of in­
creases in the cost of energy which have 
already occurred. But the fact is the 
suburbanite who has borne the heaviest 

burden in energy cost increases is shut 
out entirely by the House of Representa­
tives and almost as completely by the 
Senate. Mr. President, I feel fully justi­
fied describing this tax bill as a cruel 
hoax. 

Sadly I must conclude that the Con­
gress and the administration have 
learned nothing from the inflation of 
1973-74 and the consequent recession of 
1974-75. It is clear to me that while the 
American worker suffers through reces­
sion and inflation his Government is off 
on a lark pursuing wrong-headed eco­
nomic theories which have driven this 
country into a deepening inflation-re­
cession cycle. I would hope tr.at the in­
creasingly clear threat to our future 
economic well-being causes the Presi­
dent to reassess his position on this leg­
islation. He should veto it and tell the 
American people why. Americans are a 
tough lot. They will listen; and when 
told the truth will respond. 

SENATE STAND ON DEPLETION IN CONFERENCE 

Mr. DOLE. Mr. President, the 2,000-
barrel of crude oil, or 12 million crude 
feet of natural gas, exemption from the 
depletion allowance repeal is vitally im­
portant to maintaining a high level of 
energy exploration and production. It is 
also vital to keeping a competitive ele­
ment in the oil industry. I strongly urge 
those Members of the Senate participat­
ing in the joint conference committee on 
this bill to stand fast on the Senate 
exemption. 

Those Senators who supported the 
2,000-barrel and 12,000-billion-cubic­
feet exemption are to be commended for 
their wisdom in identifying the particu­
lar importance of independent producers. 
The exemption provided in this legisla­
tion will be relevant to the vast majority 
of independent producers in Kansas and 
other States. The exemption from the de­
pletion allowance repeal will permit most 
of these small producers to remain in 
production, giving us the additional oil 
and gas that we so greatly need at this 
time. It will also encourage most of the 
independents who do the vast bulk of 
exploration in this country to continue 
their drilling programs. That is why I 
urge the Senate conferees on this meas­
ure to work hard to retain the Senate 
language in the conference committee. 

PROVISION STILL HAS PROBLEMS 

Although I supported the 2,000-barrel 
exemption and the amendment contain­
ing that exemption by the Senator from 
South Carolina (Mr. HOLLINGS), I be­
lieve the amendment still contains diffi­
culties for independent oil producers in 
Kansas anq other States. 

Probably the most difficult problem is 
a matter I called attention to earlier in 
this debate. That is the further restric­
tion of depletion to not more than 50 
percent of gross taxable income. This 
provision is counterprodt:ctive to the 
plowback provision that is intended to 
expand production. That is because the 
50-percent limitation means a producer 
could actually lose part of his tax benefits 
under depletion allowance if he drills 
new wells. 

So I am very hopeful that the con­
ferees will be able to work out a way to 

resolve the counterproductive result of 
the 50-percent limitation in order that 
we will see an expansion of exploration 
and development as the plowback pro­
vision was intended to achieve. 

Second, the limitation of 2,000 barrels 
excludes many independents larger than 
that level of production. Many independ­
ent producers between 2,000 and 3,000 
barrels per day of production have been 
among the most active producers in ex­
ploration and expansion programs. By 
dropping that category of independents 
from the exemption, we are adding an­
other disincentive for them to maintain 
their high level of exploration and 
development. 

Third, the exemption requires produc­
ers to plow back income into exploration 
and development programs in order to 
use the depletion allowance. The plow­
back requirement of this amendment has 
a particular difficulty, because it states 
that equipment used in expansion and 
and development programs must be new 
equipment. 

The problem is simply that independ­
ents, whom this amendment is sup­
posed to help, are greatly limited in ob­
taining new equipment. Probably every 
Senator and Congressman with inde­
pendent producers in his State has been 
contacted by oil men about the extreme 
difficulty in obtaining oil field equipment. 

In fact, the shortage of oil field equip­
ment has been so severe that, in the 93d 
Congress, the Senate adopted an amend­
ment by the junior Senator from Kansas 
that prohibited export of oil field equip­
ment to nations that embargoed oil ship­
ments to the United States. 

But the shortage of oil field equipment 
continues. 

The result has been that independent 
producers have been forced to take cas­
ing and other oil well equipment from 
old wells and put it to use again in new 
wells. 

So the plowback language requiring 
new equipment may in effect prevent in­
dependent producers from receiving the 
incentive we are trying to give them. 

In additioL, there are many small pro­
ducers especially with stripper wells who 
have no drilling and exploration capac­
ity. The plowback requirement would be 
impossible for this category of producers 
to use. Since they would be barred from 
the depletion allowance, those producers 
with stripper wells, or using secondary or 
tertiary recovery techniques with high 
costs or production, will probably be 
forced to cap their wells. The result is a 
lower level of production of the petro­
leum we so vitally need at this time. 

So even while I support the 2,000 ex­
emption to the depletion allowance re­
peal, I have difficulties with it. 

I believe that the matter needs to be 
further discussed in hearings in the Sen­
ate Finance Committee and hope that 
those considerations may be taken up 
at a later date when the committee takes 
up other energy tax proposals that have 
been made. 

FURTHER CONSIDERATION NEEDED 

Mr. President, every State has some 
mineral production and I would hope 
that every Senator would take note of 
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the precedent the depletion repeal ·has 
set. As the distinguished majority leader 
stated earlier this week, there is a total 
of 108 other minerals that receive de­
pletion allowance. Petroleum alone has 
been discriminated as the one mineral to 
lose depletion allowance. 

The roots of percentage depletion go 
back a long way. After World War I, we 
woke up to find ourselves facing a serious 
petroleum shortage. Beginning with ac­
tion in 1918, the Congress took action 
that culminated in the Mineral Deple­
tion Act of 1926. At that time, depletion 
was assigned a rate of 27.5 percent, be­
cause of the highest risk in exploration 
and the greatest need for additional pro­
duction being in petroleum. The high 

. risk and great need for petroleum pro­
duction continue to exist today. In view 
of these considerations, I hope the Con­
gress will take a serious look at all 
factors a:tiecting exploration and de­
velopment and production of our energy 
resources. This will come naturally when 
the House Ways and Means and the 
Senate Finance Committee complete 
consideration of energy tax proposals 
that have been made. 

EXEMPTION IS VITAL 
But the passage of the 2,000-barrel ex­

emption by the Senate is an important 
factor to keep our energy production 
growing. Those who voted for the 2,000-
barrel exemption voted to keep the com­
petition and exploration provided by 
independents. 

Without the depletion allowance, many 
small independents will be forced out of 
business. Their equipment and operations 
will be bought out by large com­
panies. So that would mean the big com­
panies would p-et bigger. Many of my 
constituents in Kansas have already ex­
pressed their concern to me about the 
need for competition in the oil industry. 
So I believe it is vital that the Senate 
conferees stand firm on the 2,000-barrel 
exemption in order to keep as much com­
petition in the industry as possible. 

Mr. President, I have here a letter from 
a financial adviser to a potential oil in­
dustry investor. This letter gives a vivid 
description of what happens when deple­
tion allowance is repealed. 

As indicated in this letter, many oil 
drilling programs become unprofitable 
when the depletion allowance is repealed. 
In the words of this adviser, "the invest­
ment potential deteriorates dramati­
cally." 

During this time, when we are trying 
desperately to expand our oil production, 
it is apparent from this communication 
that, by repealing depletion allowance, 
we will in fact reduce expansion. We will 
especially reduce the drilling programs of 
the independents in Kansas and other 
States that do the vast majority of drill­
ing in this country if the 2,000-barrel ex­
emption is not kept in this bill. 

This letter also indicates the result we 
can expect if depletion allowance is re­
pealed for independents. Two alternative 
results are likely. First, the price of oil 
and gas could rise. Second, the structure 
of drilling programs could change. 

The .first alternative, as every Member 
of the Senate knows, Is one we do not 
need at this time. IDgh fuel prices areal-

ready a tremendous burden for the 
American public. I do not think we want 
to force fuel prices higher. 

Regarding the second alternative, the 
changes in drilling program structure 
would be determined precisely only after 
market dislocations would run their 
course. I believe the primary change in 
the structure of drilling programs would 
be that major companies would be able 
to buy out the operations of independ­
ents. That is because independent drillers 
would no longer be able to make a liv­
ing by drilling a limited number of wells, 
and major oil companies would take over 
those operations so that drilling pro­
grams operated at a large scale would be 
able to operate without the tax incen­
tive of depletion . 

There has been a great deal said in 
the Senate about the lack of competi­
tion in the oil industry. I share that con­
cern and believe that we should not force 
a lower level of competition by repealing 
depletion, especially for independents, at 
this point. 

Mr. President, I commend this letter 
to the attention of my colleagues. I hope 
every Senator will take note of it and 
the warning it gives of the dramatic 
detriment that will result from repealing 
depletion allowance for independent oil 
producers. 

I ask unanimous consent that the letter 
be printed at this point in the RECORD. 

There being no objection, the letters 
was ordered to be printed in the RECORD, 
as follows: 

BAlLARD, BIEHL & KAISER, INC., 
March 12,1975. 

Mr. J. PAUL JENNINGS, 
Kedco Management Corp. 
Wichita, Kans. 

DEAR PAUL: I apologize !or my tardiness in 
getting back to you after our meeting in 
January. As my following comments will in­
dicate, however, I've had some research to 
complete before I could decide what my next 
move would be this year in oil and gas. 

I have just completed a two-month-long 
review of the potential returns on invest­
ment available from fifteen different 1975 oil 
and gas programs. This analysis was done as­
suming both the continuation and the elimi­
nation of the percentage depletion allowance. 
With the allowance, all fifteen structures 
offer a reasonable potential !or investment 
return to limited partners. When the deple­
tion allowance is eliminated !rom the anal­
ysis, however, the investment potential de­
teriorates dramatically. In !act, only three 
programs of the original fifteen still have the 
prospect of a reasonable return. 

Obviously the percentage depletion allow­
ance currently contributes a substantial por­
tion to oil and gas investments' potential. 
Therefore, I have decided to defer any pro­
gram recommendations for this year until 
the fate of this tax advantage is known. As­
suming the depletion allowance is eliminated 
(the probabilities of which seem quite high), 
I can envision two occurrences which could 
restore the lost potential to oil and gas 
investments. 

1. The price of oil and gas can rise enough 
to offset the return lost to increased taxes. 

2. The structures of drilling programs can 
change to compensate for the loss of the 
depletion allowance. 

Needless to say, this has been a very dlffi.­
cult and disappointing decision for me to 
Inake. However, I can not continue to recom­
mend a high risk (both economically and 
politically) investment opportunity 1! there 
is a real possibllity of dimlnished potential 
return. I ho~e you wlll respect this decision 

from my point of view as an investment 
counselor and not perceive it as a criticism 
of your program or oil and gas programs in 
general. In my mind, this particular prob­
lem can be attributed to Congress' inability 
to understand the need to provide sufficient 
economic incentive to ensure capital invest­
ment in oil and gas exploration and devel­
opment. 

If you would like to discuss this with me 
further, please feel free to call. 

Sincerely, 
THOMAS E. BAlLARD. 

Mr. DOLE. So I am hopeful that the 
Finance Committee and the Congress can 
later consider all factors a:tiecting energy 
production. We need to reduce the un­
certainties that are keeping the industry 
from investing in further production at 
this time. 

The first step of that will be for the 
Senate conferees to stand firm on the 
Senate 2,000-barrel exemption. I strong­
ly urge them to do that. 

UNFAIR DISCRIMINATION AGAINST MARRIED 
COUPLES 

Mr. GOLDWATER. Mr. President, I 
rise to protest an unfair discrimination 
made by the pending Tax Reduction Act 
against 47 million married couples. In 
this age of increasing permissiveness 
and weakening moral fabric, I am 
shocked to observe that the U.S. Con­
gress is about to go on record with pas­
sage of a tax measure that rewards living 
out of wedlock and penalizes married life. 

Mr. President, I am referring to section 
l01 of the bill which provides for a re­
fund of 1974 individual income taxes. 
Under the provision adopted yester­
day on the Senate floor, the general rule 
is that each individual taxpayer will 
receive a rebate of twelve percent of his 
or her tax liability for 1974. This refund 
will vary from a low of $120 to a high 
of $240, depending on the taxpayer's 
total tax bill. 

The proposal is being publicized in the 
media as a refund to each individual tax­
payer, but a close reading of the bill re­
veals that for purposes of the refund 
married couples are being discriminated 
against. 

According to the Senate committee re­
port, single persons are entitled to the 
full refund. Heads of households are en­
titled to the full refund. Surviving 
spouses are entitled to the full refund. 
However, married taxpayers are not. 

The committee report at page 26 
states: 

Where married taxpayers file a joint re­
turn for 1974, the amount of the refund is 
determined by reference to the joint income 
tax llabllity and adjusted gross income fig­
ures as 'If the spouses were one individual 
(emphasis added) • 

What if married taxpayers file 
separate returns, each having personal 
earnings? Their tax refund will be cut 
in half. They each will be treated as only 
half-of-a-person. 

The committee report explains very 
clearly that in the case of a married 
couple filing separate returns "the mini­
mum and maximum refunds are cut in 
half with respect to each spouse." 

Mr. President, this practices is down­
right unfair to married couples. More­
over, it Is not even justified 1n the 
Committee report. We are given no ex-
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planation of why the bill discriminates 
against persons solely because they are 
married. 

Is this a portent of things to come? 
Are married couples next to be treated as 
if they are one individual for purposes of 
claiming the personal exemption? 

Mr. President, I know section 101 pro­
vides a refund only for one year and is 
not made a permanent feature of the 
tax structure. However, I find it a bad 
precedent and fear that it reflects a 
gt·owing attitude of disregard for the 
sanctity of married life. 

As an example of how the provision 
will work, I will offer the case of a man 
and wife who each are making adjusted 
gross incomes of $12,500. If these two 
people were single, their separate tax 
refunds would be $240 under the pro­
posed law, a total of $480. 

·But because the two income earners 
are married, their total refund based on 
a joint return, will be $180, instead of 
$480. Not only will their refund be cut 
in half because they are married, but 
also they will haven fallen victim to a 
more severe income limitation applicable 
to married couples. 

Even if the couple filed his and her 
separate returns, the maximum refund 
to which each would be entitled is $78, 
a total of only $156 per couple. This re­
sult occurs because married taxpayers 
who file separate retw·ns are entitled un­
der section 101 to a maximum refund of 
$120, subject to fw·ther reduction by 
reason of his or her adjusted gross in­
come. 

Mr. President, any tax formula which 
gives a refund of over $300 more to two 
single persons who may be living to­
gether out of wedlock, than to a married 
couple living next door, each with the 
same combined income, is arbitrary, un­
fair, and immoral. I believe the blll 
should be sent back to committee for re­
consideration of this aspect. 

Mr. President, I ask unanimous con­
sent that two tables presenting the cur­
rent projected estimate of the total num­
ber of returns to be filed by married tax­
payers for 1974 be printed in the RECORD. 

There being no objection, the tables 
were ordered to be printed in the RECORD, 
as follows: 
TABLE 1.-Number Oj married couples filing 

Joint returns tor 1974 
Adjusted gross income: No of joint returns 

Under $5,000----------------- 5, 023, 000 
$5,000 to $10,000 _____________ 10, 248, 000 
$10,000 to $15,000 ____________ 12,496, 000 
$15,000 to $20,000____________ 9, 702, 000 
$20,000 and over_____________ 8, 252,000 

Total ------------------- 45,721,000 
TABLE 2.-Number of married persons filing 

separate returns jor 1974 
Under $5,000_________________ 1, 059, 000 
$5,000 to $10,000------------- 908, 000 
$10,000 to $15,000____________ 328, 000 
$15,000 to $20,000------- ----- 57, 000 
$20,000 and over_____________ 20,000 

Total ------------------- 2,371,000 
Mr. McGEE. Mr. President, my col­

leagues, I am sure, are aware of the 
sudden and heavy tax cost that will fall 
on . oil companies which operate overseas 
as a result of action taken yesterday on 
this floor. This body needs to give con-

sideration to them. There are a few declining 3.6 percent in January and ·3·.1 
smaller oil companies who are attempt- percent in December. It is predicted tha.t 
ing to establish themselves in the foreign the real gross national product will drop 
oil exploratioJl and product!oti ~rea. at an annual rate of more than 10 per­
These companies will provide much cent in the current quarter. Indications 
needed competition to those who are are, however, that we have reason to be 
already well established in foreign pro- hopeful about the outlook of the econ­
duction. Also, some of them have been omy during the next few months. 
successful in finding oil in non-OPEC The most recent economic indicators, 
countries which we all know is to this compared to those of last December, 
country's advantage. show consumer confidence rising, in:fia-

Substantial investments overseas have tion rates declining, and new claims for 
already been made by them and substan- unemployment-compensation benefits 
tially larger sums to complete their drill- slowing down. It is not a coincidence that 
ing and start production have been com- businessmen can also show a rise in the 
mitted by them. The heavy tax cost of the retail sales volume during the past few 
amendments that have been and are be- months, a decline in interest rates, and 
ing considered on this :floor can delay or an increase in capital-spending plans. In 
halt their foreign investments as they January, business inventories dropped 
cannot quickly absorb the heavy tax cost. for the first time in more than 4 years~ 

Mr. President, yesterday the Senate This sign indicates that business is re­
granted relief to the independent do- ducing its stock and will begin to increase 
mestic companies by excluding them production. 
partially from the repeal of the deple- Mr. President, an article in the Wall 
tion allowance for tax purposes. I believe Street Journal December 18, 1974, by 
it behooves us also to gt·ant some relief Vermont Royster makes several valid 
to the small oil companies who are try- points concerning the relationship of the 
ing to expand their overseas operations welfare of the business sector and the 
and provide much needed competition welfare of the Nation's economy as a 
with the major oil companies. whole. Because the editorial contains in-

I believe there is a reasonable differ- formation which would be helpful in 
ence between these companies that built restoring our economic health, I ask 
up their established overseas position unanimous consent that it be printed in 
under the present tax laws and those the RECORD. 
that are attempting to establish them- There being no objection, the article 
selves. was ordered to be printed in the REcoaD, 

I have discussed this matter with my as follows: 
colleagues, including Senators LoNG, CoMMoN SENsE FoR UNcOMMoN TIMEs 
HARTKE, HANSEN, and DOLE, all Of WhOm (By Vermont Royster) 
wi_ll be serving on the conference com- There was a lot o! jeering back in 1953 
mittee, and they have assured me they - when Charles E. Wilson, Eisenhower's nomi­
are and will be aware of the problem. nee !or Secretary of Defense, remarked that 

Mr. DOLE. Mr. President, action we what was good !or the country was good for 
may take should not run the small com- General Motors, and vice versa. . 
panies out of the foreign oil business and The jeering was made worse because his re­
ways to make it possible for them to stay mark itself got turn~d vice versa. He w(\.9 
. . widely quoted as havmg only said what was 
In busmess should be found. good !or General Motors was good for the 

They have spent large s~s of money country, which sounded quite different. Al­
already. Yet they are reqwred to spend together, the poor chap got pilloried as the 
a great deal more at a time when the tax very caricature of the Wicked Big Bust­
laws would be drastically changed for nessman who would put corporate welfare 
them. In short, they deserve some ahead of the national welfare. 
breathing room. I think it is very import- Well, I suspect that hardly anyone today 
ant that the smaller oil companies have would scoff a~ Engine Charlie. Anyway, we 
. . are all learmng that what's bad for the 

time to establ.tsh themselves eq~ally on country is bad .ror General Motors-and even 
the same basis as the larger oil com- vice versa. 
panies have done un~er th.e presen~ tax Right now hardly anyone can fail to see 
laws. These compames will contribute that the bad things that have been hap­
towards providing much needed com- - pening to the country-infiation and the 
petition. oll shortage, for example-have been dis-

The smaller companies can be defined astrous for Detroit. And just about everybody 
and their problem, hopefully, can be is beginning to notice that the bad things 
given favorable consideration in the con- that are happening to Detroit-the sagging 
ference on this bill. sales, the cut-back production-are in turn 

Mr. BELL!dON. Mr. President, as the ~:;i~~u~~~Y. unhappy effects on the rest o! 
Senate contmues debate on H.R. 2166, Y 

t The reason is that the auto industry inter-
! feel i is timely to review a statement locks with so much of our whole economy. 
made several years ago by Charles E. Not only is the direct manufacture of auto­
Wilson, who was nominated by President mobiles itself a major enterprise in terms 
Eisenhower to be Secretary of Defense. of capital and jobs, the industry also sup-

Mr. Wilson stated that "what is good ports the thousands of dealers and gas sta­
for the country is good for General tions scattered all over the country. It pro­
Motors and vice versa." He was mis- vides a market tor hundreds o! suppliers. 
quoted as having said only that what from batteries to spark plugs, and is a major 

customer of many other large industries, 
was good for General Motors was good notably steel, rubber and glass. It's been 
for the country. estimated. that one out of every five indus• 

The latest figures released by the Fed- trial jobs in the country is related in some 
eral Reserve Board show that the output way to the auto -industry. 
of the Nation's factories, mines, and util- That's why President Ford the other day 
ities dropped 3 percent in February after had all those auto industry people at the 
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White House. They came with tears in their 
eyes from the auto companies and the un­
ions and the ranks of the politicians, includ­
ing the governor of Michigan. 

Everybody was there because they recog­
nized that the welfare of the country and the 
industry were intertwined. Clearly it was a 
belated acknowledgement that Engine 
Charlie had a point. What isn't so clear is 
t hat everybody really understands the point. 

For of course the real point of Mr. Wil­
son's remark was that there is a direct rela­
tionship between the welfare of the nation's 
business enterprises, of which the auto in­
dustry is one among many, and the welfare 
of the country. That, in fact, the two are 
i:J.separable. 

What Mr. Wilson was suggesting was that 
if the government encouraged economic pol­
icies that were good for the counrty they 
would benefit business in general, and h1s 
own in particular, and that if the govern­
ment pursued policies good for business 1n 
general they would inevitably benefit the 
whole country. 

And that is a proposition as likely to 
bring jeers now as it did then. For well over 
a generation the attitude of our governors 
has been that business was something apart 
from the national welfare. It might have 't9 
be tolerated but never encouraged. On the 
contrary, it must be held down, restrained, 
restricted, even punished, because the Inter­
ests of business are antithetical to the inter­
ests of the people. 

Thus our habit of dividing the economy 
into a public sector and a private sector. The 
private sector is bad because it is greedy 
profit-grubbing. The public sector is good 
because it provides for the welfare of the 
people. ' 

Right now even the most obtuse politl­
tian can see how the plight of the auto 
business translates into long lines of the 
unemployed. But a Senator Jackson can still 
talk about the "obscene profits" of on com­
panies at a time when the real welfare of the 
p~ple calls for untold billions of capital 
investment to find and deliver new oil re­
sources. Just so at a time when the nation 
cries for new gas supplies the regulators 
choke them off because that would just help 
greedy business. 

It never seems to occur to the railers 
against business that if new oil supplles 
aren't found, that if new natural gas sup­
plies aren't piped to industry, the lines of 
the unemployed wm grow even longer. 

It ought to be clear to anybody that 
there is no such thing as a job in any 
Industry unless there is first the capital to 
build the plant and provide the tools for the 
laborer to do his Job. Yet for years our 
taxing pollcy has been designed to discour­
age capital formation. The basic corporate 
rate, state and federal, is close to 60% even 
before the providers of the captlal are taxed 
again on any return they get for providing 
the capital. 

Worse, by recognizing interest pay­
ments, as an expense but not dividends, our 
tax laws encourage the piling up of debt 
while discouraging entrepreneurial capital 
investment. And to add to that problem the 
government is the biggest borrower of all, 
borrowing billions for non-productive pur­
poses and so driving up all interest rates. 

The examples could be endlessly multi­
plied. Everywhere you turn our national 
policies are imbued with the idea that some­
how what ls restrictive on business is good 
for the country. 

Now, of course, With business in sad 
estate, with company after company in fi­
nancial distress, With unemployment lines 
lengthening everywhere, business is threat­
ened with more controls while the govern­
ment, understandably enough, talks of en­
larging the public sector to provide relief for 
those thrown out of work by the maltreat-

ment of the private sector. And who, pray, 
Js to pay for it? 

It's been a long time since any Prest• 
dent dared say that the business ot Amer1u. 
is business. But maybe we'd better also atop 
jeering at Cal Coolidge. 

Mr. LONG. As far as I am concerned, 
Mr. President, I am ready to vote on the 
bill. 

Mr. JA VITS. Mr. President, will the 
Senator yield fo1· just a comment? 

Mr. CURTIS. The Senator can have 
third reading. I want 2 or 3 minutes. 

Mr. LONG. Can we go to third reading 
and the Senator's--

Mr. JA VITS. I just want to make this 
comment. I want to say it has been a tri­
umph of management to have brought 
the bill to where it is, and I congratulate 
the Senator and the staff for being so 
competent, and the minority manager as 
well. 

Mr. LONG. I thank the Senator. 
May I say with reference to the debate 

that occurred on the small business 
amendment, that amendment was at the 
desk prior to the time that cloture was 
invoked, and it was available to every­
one, just as all other Senators' amend­
ments that came in during that time were 
available to me, and if it caught the 
Senator from New York or anyone else 
by surprise, I am sorry. But the same 
thing happened with some of the amend­
ments that I was confronted with today. 

The PRESIDING OFFICER. The ques­
tion is on the engrossment of the amend­
ments and third reading of the bill. 

The amendments were ordered to be 
engrossed, and the bill to be read a thil·d 
time. 

The bill was read a third time. 
Mr. MANSFIELD. Mr. President, will 

the Senator allow me to yield to the 
assistant majority briefly? 

Mr. CURTIS. I yield to the assistant 
majority leader. 

The PRESIDING OFFICER. The Sen­
ator from West Virginia. 

UNANIMOUS-CONSENT AGREEMENT 
Mr. ROBERT C. BYRD. Mr. President. 

I have been authorized by the distin­
guished majol'ity leader to make the fol­
lowing unanimous-consent request. It 
has been cleared with Mr. Moss, Mr. 
TALMADGE, Mr. DOLE, Mr. McCLURE, Mr. 
GRIFFIN, Mr. BROCK, Mr. SCOTT and sev­
eral other Senators, including Mr. HUD­
DLESTON, Mr. FORD and others. 

The unanimous-consent request is as 
follows, and it is with the hope that the 
action on the farm bill would occur on 
the same day that action on the confer­
ence report on the tax bill would occur. 
However, we have no assurance as to 
when the conference I'eport will be back 
in the Senate for action. But, by virtue 
of the fact that the other body is ex­
pected to go out fo1· a few days on next 
Wednesday, it is hoped that a conference 
report would be back in the Senate by 
Wednesday. 

The unanimous-consent request is as 
follows: That when the Senate completes 
its business today it stand in recess untn 
the hour of 12 noon on Monday, 
at which time there would be no business 
transacted that would require any roll-

call votes. Perhaps unanhnous-consent 
measures could be adopted; that when 
the Senate completes its business on 
Monday it stand 1n recess until the hour 
of 9 a.m. on Wednesday next; 

Provided further that immediately 
after the two leaders or their designees 
have been recognized under the standing 
order, the Senate resume consideration 
of the farm bill with the following time 
agreement obtaining: That there be a 3-
hour limitation for debate on the bill, 
the time to be divided equally between 
Mr. TALMADGE and Mr. DoLE; that time 
on any amendment be limited to 30 min­
utes; time on any debatable motion or 
appeal be limited- to 20 minutes; that 
time on one amendment to be designated 
by Mr. Moss be limited to 2 hours, and 
that no nongermane amendments be in 
order; that a final vote occur at 5 
p.m., waving paragraph 3 of rule XII, 
and that the agreement as to the divi­
sion and control of time be in the usual 
form. 

Mr. ROBERT C. BYRD subsequently 
said: Mr. President, 1n the unanimous­
consent agreement I entered into ear­
lier on the farm bill, I failed to include 
in the unanimous-consent agreement the 
request or the provision that no tabling 
motion would be 1n order on the amend­
ment on which Mr. Moss is being given 
2hours. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. TALMADGE. Mr. President, will 
the distinguished majority whip yield? 

Mr. ROBERT C. BYRD. Yes. 
Mr. TALMADGE. I have no objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered--
Mr. ROBERT C. BYRD. No, not yet. 
Mr. MAGNUSON. The vote will occur 

the same day as the tax bill? 
Mr. ROBERT C. BYRD. I said hope­

fully 1f the conference report comes back. 
Mr. MAGNUSON. I want to remind the 

Senator the House is going out, and if 
we know the House, as most of us do, 
when they decide to go out on Wednes­
day, they go, so that is your last day. So 
if RUSSELL LoNG has bad luck and he 
cannot get it ready, it will have to go 
over. But the Senator said hopefully. 

Mr. ROBERT C. BYRD. Hopefully. 
Mr. INOUYE. First of all, the confer­

ence report on the fo1·eign aid bill is 
scheduled to be voted on 1n the House on 
Monday. When can I take it up in the 
Senate? 

Mr. ROBERT C. BYRD. Under this 
agreement, the distinguished Senator 
could take up that conference report on 
Monday, with the understanding that 
there would be no rollcall votes occurring 
on Monday on that measure. If any were 
ordered, they would go over until 
Wednesday. 

Mr. INOUYE. Could we have a voice 
vote? 

Mr. ROBERT C. BYRD. Voice vote. 
But under the unanimous-consent re­
quest if there were any rollcall votes they 
would go over untn Wednesday. 

Mr. ALLEN. Mr. President, reserving 
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the right to -object, and I do not intend to $200 cre4it tn lieu of the personal exem:p­
object-- tlon of $760 plus the rate reductJon will 

Mr. CURTIS. The Chair had ruled reduce our taxes by· t'l2. ·These provisions 

at the head of the line in seeking loans 
one does not need to be an economist 
to ·realize how severe will b!;' the impact 
o~ interest rates and how little money 
~ill be left for the private secto1· which 
Itself has huge capital needs. 

once. wru save us $412 .1n ta.ns. 
Mr. ALLEN. I merely anted to make We are going to pmch.ase a conctomt.ntum 

an inquiry. I shall not object. I wanted 1n Florida this summer tor $40,000 and thus 
to ask a question, if it would be possible . get a $2,000 tax credit provided in this new 
to ha.ve the vote occur not later than 5 ~~~i~ls wm make a. total benefit to us o! The Federal deficits nf the last sev­

eral years played a major part in keeo­
i~g money scarce and interest rate o'clock so that we would not be bound to For 1975 this v . ..ill mean that instead of 

wait tmtil 5 o'clock for the vote if e got ha.~ to pay our regulAr taxes of $2,660. 
through at 3 or 3:30» we will only have to pay $558. Will you please 

Mr. ROBERT C. BYRD. That is agree- convey our heartfelt tha.nb to those wonder­
able with me. But the reason for setting ful statesmen who have done this tor us? 

high. . 
To me a significant and alarming fig­

ure is that more than one-third of the 
~ation's total na~ional debt of $600 bil-

it at 5 o'clock. making it a time certain. Sincerely yours, u. R. DuNN". !ion as of July 1. 1976. will have been 
wa.s to accommodate Senators who may 
be coming from distant points and who 
perhaps. cannot get here before 5 o'clock: 

Mr. ALLEN. There might be others 
who want to go to distant points. 

<Laughter.) 
The PRESIDING OFPICER. Is there 

obJection? Without objection. it is so 
ordered. 

Mr. ROBERT C. BYRD. I thank all 
Members. 

TAX REDUCTION ACT OF 19'15 

The Senate continued with the consi.d· 
eratton of ~ bill <H.R. 2166) to amend 
the Internal Revenue Code of 1954 to 
provide for a refund of 1974 individual 
income taxes, to increase the low-income 
allowance and the percentage standard 
deduction. to provide a credit for cer­
tain earned income. to increase the in­
vestment credit and the surtax exemp.. 
tion. and for other purposes. 

The PRESIDING OFFICER. '!be Sen­
ator from Nebraska. 

Mr. CURTIS. While I shall not vote for 
this bill became I believe it adds too 
much to the -deficit and also because 
there is a great part of it which is very 
bad tax law, I do want to thank-may I 
have order. Mr. President? 

The PRESIDING OFFICER. Let the 
Senate be ln order. 

. Mr. CURTIS. I do want to thank the 
distinguished chairman for his courte~ 
sies and to commen4 bim on his manage­
ment of the bill. and to thank the sta1f 
members, both majority and minority. 

Mr. President, 'I shan not delay. I am 
just going to read a one-page letter that 
came into my hands today. I think it will 
b~ of interest to the Members. I hope it 
Will have an e1fect upon the conferees. 
This dated March 21 and is as follaws: 

MARCH 21, 1975. 
DEA& SENAron: I have been reading tbe 

papers about the ta.x benefits that the Sen­
ate is voting for me, anc:l I want to express 
my thanks to the Senate. 

My wife and I are retired, and both of us 
are past Sixty-five yeat'll of age. I am a prl­
mal7 beneficiary_ of Soclal Security. We have 
investment income of $20,000 a year, and I 
have been figming up what you bave done 
for us. 

We have been llvlng 1n a rented apart­
ment all of our married nves. but tbJs sum­
mer we are going to purchase a new condo­
tninium in Florida. !or $40,000. 

Under exlstlng law. our Social Security 
benefits are free ftom taxation. The tax. 
under existing law, on our $20,000 income 
amounts to $2,'660. 

Accorcllng -to the Senate Tax Reduction 
Blll, we w1ll receive a t&x rebate of $240. We 
will also receive •100 beca.llSe 1 am a Soctal 
SecuritT beneftcJary. 'lbe provlsJons ot the 
Senate B111 which gives us the right to a· 

All of these figures have been checked Incurred during the 6 year period 
out. and they are absolutely accurate. 1971-'l&. 

Mr. LONG. Mr. President. I am glad Yes •. more than one-third of the total 
the Senator put that Jetter in tbe debt will have been incurred in 6 years. 
RECORD. It is good to know that some-.. )V~•s current economic pro­
body appreciates us. lf everybody did gram provides for F.ederal spend!Dg at 
what that gentleman was doing the re- the x:ate of almost $1 billion a day-with 
cession would be over next week. defici.ts of more than $1 billion a week. 

In my Judgment. taxes are too high . It lS 1n this context that a reduction 
and should be reduced. m taxes Is being proposed. 

Mr. HARRY F. BYRD. JR. I would Having been in ptiblic office 27 years. 
like to support the pending legislation. I. am. not unaware that tax cut legjsla-_ 
It would benefit the average tam..n,. by tiOn 18 popular. But as popular as a tax 
about $5 per week. This reduction could cut may !Je. I. have concl.uded that I must 
be important to many familles and I vote agamst 1t under ex.asting conditions. 
would like to see it achieved. • In voting against this legislation, I 

Likewise, the legislation provides snb- realize I am substituting my own judg-
stantial and, in most cases~ desirable tax ment for that of the e~. 
benefits to businesses and corporations But my experience .vnth the experts in 

A good case can be made tor a r~ Washington. D.C. is. that they have been 
tion tn taxes to stimulate the ecotlOJD7 ~rong more often than they have been 
in time of recession, provided-prB- nght. 
vided-excessive Government spending It was {)ll}y 3 years ago that the same 
has been brought under controL experts recommended reducing the 19'12-

But such is not the case at the present '!l ta.xes by $21 b111ion-along with an 
time. mcrease in Federal spending. 

In fact, the situation Is just the The r.ea.son.s were p-recisely the same 
opposite. as the reasons now: To stimulate the 

What is being proposed 1s to reduce ec~my, to reduce unemployment, to 
taxes by $30 bffiion and substantially r~lieve the hardships imposed by infia­
increase spending with a resulting ti<~n. We need bigger deficits, · they 
deficit for fiscal 1975-76 of about $125 .said-and the Congress voted according-
billion. ly. 

This unbelievably high 2-year deficit . Yet, today, unemployment is substan­
comes on top of 14 years of accumulated tially higher and infiatiot;t has doubled. 
-deficits. So what do they now propose? More 

It is the accumulated deficits that of the same-except even greater deficits. 
fuel infiation and cause the Government Th~ prevailing Washington vJew is 
to go into the money markets to sucll that tf two pints of whiskey would not 
an extent that its Jmpa.et on interest sober the alcoholic, six pints surely 
rates will be severe. should do the job. · 

In recent weeks interest rates have Undoubtedly, the huge deficits n<m 
tapered olf. But with the tremendous proposed will stimulate the economy. 
deficits that are tn prospect for the But these deficits. resulting from the 
1975-'16 .fiscal years. the Pederal Gov- $30 billion tax cut coupled with huge in­
ernment must go into money markets ~reases in Federal spending will, in my 
for unprecedented amounts. JUdgment, lay the foundation for greater 

Secretary of the Treasury Simon has .difficulties in the future. 
C?llfi!med to me that for :fiseal year be- Is the C~gres.s being fair with the 
g1;nzung July 1, Ule Federal Government American public to encourage the belief 
will need 66 percent of all the lendable that excessive spending can continue in-
funds. definitely and no one need pay for it? 

Indeed, the Treasury Secretary testi- Unless one believes that Federal spend-
tied before the Finance Committee that ing comes free-this tax cut is a sham. 
f~r fiscal 1976 the Federal Government Congr~ss can legislate a reduction in 
Wlll borrow more money than the Fed- direct taxes. but if the spendlng 1s not 
eral Government. the State governments. paid for by direct taxation it wiD be paid 
the local governments and all, private for by the hidden and cruel tax of in­
borrowers collectively have ever bor- fiation. 
rowed in any p~evious year. !reducing taxes while increasing 

On a net basJS, Secretary Simon added. spending is, I recognize, a bonanza for 
Federal Government demand will be politicians. 
larg~r than all demands totalled in any But, in my judgment, it :is a cruel hoax 
pr~~us year. for the wor.king people. the elderly, t.he 

.With such heavy Federal deficits, ~nd vast majority of our citizens who have 
With the Federal Government standing seen their income and savings eroded in. 
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value while the cost of living soars ever 
higher. 

What is needed to achieve true eco­
nomic 1·ecovery, which then can lead to 
a true tax reduction, is to restore con­
fidence-consumer confidence and busi­
ness confidence. 

Confidence is not likely to be restored 
by perpetuating unsound fiscal policies 
In Washington. 

The public, I feel, realize there is some­
thing phony about reducing taxes by 
$30 billion and simultaneously increas­
ing spending by $50 b1llion without pay­
ing the price of inflation. 

It is my deep conviction that we will 
not get the cost of living under control 
until we get the cost of Government 
under control. 

In the context of the Government's 
overall financial condition, I regard this 
$30 billion tax reduction bill as being 
highly irresponsible. 

I shall vote against this bill. 
Now, Mr. President, noting the argu­

ments given by economists as to the l'ea­
son for this legislation plus increased 
spending-namely, putting our lagging 
economy in the high growth path and 
diminish high unemployment, I invite 
attention to the fact that this was pre­
cisely the reasoning 3 years ago for the 
Tax Reduction Act of De~ember 1971-
again coupled with increased spending. 

Since then unemployment has in­
Cl'eased and inflation has doubled. 

I ask unanimous consent to insert at 
this point page one of the Senate Fi­
nance Committee report on the Revenue 
Act of 1971, enacted .in December 1971. 

There being no objection, the page 
v:as ordered to be printed in the RECORD, 
as follows : 

I. SuMMARY 

As reported by the House, the Revenue Bill 
o! 1971 was designed to provide a balanced 
program of tax reductions for individuals 
an d tax incentives for business. As stated 
in t h e House report, this bill, in the form 
passed by the House, was designed to-

put our present lagging economy on t he 
high growth path. 

increase the number of jobs and diminish 
the high unemployment rate. 

relieve the hardships imposed by inflation 
on those with modest incomes. 

provide a rational system of tax incentives 
to aid in the modernizat ion of our produc­
tive fa.cllitles. 

increase our exports an d improve Ol:tr bal­
ance of payments. 

The PRESIDING OFFICER. The bill 
having been read the third time, the 
question is, Shall it pass? 

SEVERAL SENATORS. The yeas and nays. 
The PRESIDING OFFICER. Is there a 

sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The legislative clerk called the role. 
Mr. MANSFIELD (after having voted 

in the negative). Mr. President, I have 
already voted in the negative. If the 
Senator from Missouri were here, he 
would vote no. If I were permitted to 
vote, I would vote aye. Therefore, I with­
hold my vote, but the negative vote still 
stands. 

Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas <Mr. BENT-

SEN) , the Senator from Alabama <Mr. 
SPARKMAN) and the Senator from Mis­
souri <Mr. SYMINGTON) are necessarily 
absent. 

I further announce that the Senator 
from South Dakota <Mr. McGoVERN), is 
absent on official business. 

On this vote, the Senator from Texas 
(Mr. BENTSEN) is pah·ed with the Sena .. 
tor from South Dakota <Mr. McGOVERN). 

If present and voting, the Senator 
from Texas would vote "yea" and the 
Senator from South Dakota would vote 
"nay." 

Mr. GRIFFIN. I announce that the 
Senator from Oklahoma <Mr. BELL­
MON), the Senator from Oregon <Mr. 
PAcKwooD), the Senator from Alaska 
<Mr. STEVENS) and the Senat.or from 
North Dakota (Mr. YoUNG), a1·e neces­
sarily absent. 

I further announce that the Senator 
from Ohio <Mr. TAFT), is absent due to 
illness. 

I further announce that, if present and 
voting, the Senator from Ohio (Ml'. 
TAFT) would vote "nay." 

The result was announced-yeas 60, 
nays 29, as follows: 

[Rollcall Vote No. 112 Leg.] 
YEAS-60 

Abourezk Griffin 
Bayh Hart, Gary W. 
Beall Hart, Philip A. 
Brooke Hartke 
Bumpers Haskell 
Burdick Hathaway 
Byrd, Robert c. Hollings 
Cannon Huddleston 
Case Humphrey 
Church Inouye 
Clark .Jackson 
Cranston Javits 
Culver .Johnston 
Dole Kennedy 
Domenici Leahy 
Eagleton Long 
Fong ll.lagnuson 
Ford Mathias 
Glenn McGee 
Gravel Mcintyre 

NAYS-29 

Metcalf 
Mondale 
Montoya 
Moss 
Muskie 
Nelson 
Pastore 
Pearson 
Pell 
Proxmire 
Randolph 
Ribico1f 
Schweiker 
Scott, Hugh 
Stafford 
Stevenson 
'I"almadge 
Tunney 
Weicker 
Williams 

Allen Fannin Nunn 
Baker Garn Percy 
Bartlet t Goldwater Roth 
Biden Hansen Scott, 
Brock Hatfield William L. 
Buckley Helms Stennis 
Byrd, Hruska Stone 

Harry F., .Jr . Laxalt Thurmond 
Chiles McClellan Tower 
curtis McClure 
East land Morgan 
PRESENT AND GIVING A LIVE PAIR, AS 

PREVIOUSLY RECORDED-1 
Mansfield, against 

Bellman 
Bentsen 
McGovern 

NOT VOTING- 9 
Packwood 
Sparl,man 
Stevens 

Symington 
Taft 
Young 

So the bill <H.R. 2166) was passed. 
The title was amended as follows: 
An act to amend the Internal Revenue 

Code of 1954 to provide for a refund of 1974 
individual income taxes, to provide a tax 
credit in lieu of the personal exemption de­
duction, to provide a credit for certain 
earned income, to increase the investment 
credit and the corporate su r t ax exemption, 
and for other purposes. 

Mr. LONG. Mr. President, I move to 
reconsider the vote by which the bill was 
passed. 

Mr. TALMADGE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 
ORDER FOR PRINTING OF H.R. 2166, WITH AMEND­

:MBNTS, AND AUTHORIZING THE SECRETARY OJI' 
THE SENATE TO TAKE CERTAIN ACTION 

Mr. LONG. Mr. President, I ask unani .. 
mous consent that the bill-H.R. 2166-
be printed with the amendments of the 
Senate numbered, and that in the en­
grossment of the amendments of the 
Senate to the bill the Secretary of the 
Senate be authorized to make all neces­
sary technical and clerical changes and 
corrections, including colTections in sec­
tion, subsection, and so forth. Designa­
tions, and cross-references thereto. 

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

Mr. LONG. Mr. President, I move that 
the Presiding Officer appoint conferees 
on the part of the Senate. 

The motion was agreed to: and the 
Presiding Officer appointed Mr. LoNG, 
Mr. TALMADGE, Mr. HAR'lKE, Mr. RIBI­
COFF, Mr. HATHAWAY, Mr. HAsKELL, Mr. 
CURTIS, Mr. FANNIN, Mr. HANSEN, and Mr. 
DoLE conferees on the part of the 
Senate. 

Mr. MANSFIELD. Mr. President, the 
passage this morning of this tax bill adds 
another great achievement to an alreadY 
long list of the distinguished Senator 
from Louisiana (Mr. LONG), chairman of 
the Finance Committee. This critically 
important measure has been passed by 
the Congress in record time and demon­
strates a high sense of urgency of what 
is truly needed to stimulate the economic 
growth necessary to bring full 
employment. 

This act was greatly improved by the 
Finance Committee and by the full 
Senate-it is far superior to what had 
been· originally proposed. The shepherd­
ing of this measure through the Senate 
by the distinguished chairman of the 
Finance Committee (Mr. LoNG) demon­
strates again that the1·e is no one in the 
Senate of greater legislative leadership, 
experience, and know-how than he. The 
leadership in the Senate and the Nation 
as a whole, owe him a great debt of 
gratitude. In addition, the leadership is 
appreciative of the cooperation it has 
received during the consideration of this 
act by the entire Senate and is proud of 
the sense of responsibility and urgency 
all have shown to the Nation's business. 

Mr. ROTH. Mr. President, I urge that 
the House-Senate conference on the tax 
bill will be open to the public, press, and 
media. 

The final decisions on what remains 
in this bill and what does not will be 
made in conference. These decisions are 
of great interest to all Americans be­
cause they will determine the size of the 
rebates, the nature of the incentives in­
cluded to stimulate economic activity 
in general and the housing and automo­
bile industries in particular, and the size 
and scope of the bill. 

As the principal sponsor of Senate 
Resolution 11 to open conference com­
mittees to the public except when there 
are compelling reasons to the contrary. 
I am strongly committed to the public 
right to know. There are no compelling 
1·easons why this legislation should not 
be considered in public. Both House and 
Senate have had open markup and 

. 
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LEGISLATIVE SESSION surely the final deliberations should also 
be open. 

Although Senate Resolution 11 has not 
yet been acted upon by the Rules Com­
mittee, it has been endorsed by both the 
Republican and Democratic caucuses in 
the Senate. I commend the chairman of 
the Finance Committee for holding the 
Senate markup in public even though 
that is not now required by Senate rules. 
I hope that 1n keeping with the spirit 
of the caucus decisions, the conference 
also will be open to the public. 

AUTHORIZATION FOR COMMITTEE 
PRINT 

Mr. MANSFIELD. Mr. President, I send 
to the desk a concun·ent resolution and 
ask for its immediate consideration. 

The PRESIDING OFFICER (A-lr. 
STONE). The clerk will state the con­
current resolution. 

The legislative clerk read as follows : 
S. CoN. RES. 26 

Resolved by the Senate (the House of Rep­
resentatives concurring), That there be 
printed for the use of the COmmittee on 
Foreign Relations five thousand copies of the 
Committee Print entitled "China: A Quarter 
Century After the Founding of t h e Peopte•s 
Republic.•• 

The PRESIDING OFFICER. The ques· 
tion is on agreeing to the concurrent 
resolution. 

The concurrent resolution was agreed 
to. -

AUTHORIZATION FOR THE AP­
POINTMENT OF A SPECIAL SEN· 
ATE DELEGATION TO VISIT CER­
TAIN EUROPEAN COUNTRIES 
Mr. HUMPHREY. Mr. President, I 

send to the desk a resolution on behalf 
of myself and the Senator from Penn· 
sylvania (Mr. HUGH SCOTT), and ask for 
its immediate consideration. 

Mr. GRIFFIN. Will the Senator tell 
me what It is? 

Mr. HUMPHREY. It has been cleared. 
It is a substitute resolution for the one 
which related to the trip to the Soviet 
Union. 

The PRESIDING OFFICER <Mr. 
Stone> • The resolution will be stated by 
title. 

The legislative clerk read as follows: 
A resolution (S. Res. 118) to authortze 

the appointment of a special Senate dele­
gation to visit certain European countries. 

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

There being no objection, the Senate 
proceeded to consider the resolution. 

The PRESIDING OFFICER. The ques­
tion 1s on agreeing to the resolution. 

The resolution CS. Res. 118) was agreed 
to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows: 
S. RES. 118 

Buolveil. That the President of the Senate 
1S authorized to appoint a special delegation 
of lleml)er• of the Senate to vlslt certain 
countries 1D Europe to conduct a study on 
the eunent status of the North Atlantic AUt-

ance and. to designate the eo-chairmen o! 
sald delegation. 

SEC. 2. (a.) The expenses of the delegation, 
including staff members designated by the 
oo-chainnen to uslst said delegation. shall 
not exceed $25.000, and shall be paid from 
the contingent fund of the Senate upon 
vouchers approved by the co-chairmen of 
said delegation. 

(b) The expenses of the delegation shaH 
include such spec1a.l expenses as the co-chair­
men may deem appropriate, including re­
imbursements to any agency of the Govern­
ment for (1) expenses incurred on behalf of 
the delegation, (2) compensation (includ­
ing overtime) of employees omcially detailed 
to the delegation, and (3) expenses incurred 
1n connection with providing appropriate 
hospitaUty. 

(c) The Secretary of the Senate 1s author­
ized to advance funds to the co-chairmen 
of the delegation in the same manner pro­
vided for committees of the Senate under 
the authority of Publle Law 118. Eighty-first 
Congress, approved June 22, 1949. 

The PRESIDING OFFICER. The 
Senator from West Virginia. 

EXECUTIVE SESSION 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the Sen .. 
ate go into executive session to consider 
nominations on the executive calendar 
through Calendar Order No. 53. 

There being no objection, the Sen­
ate proceeded to the consideration of ex­
ecutive business. 

The PRESIDING OFFICER. The 
nominations will be stated. 

DEPARTMENT OF JUSTICE 
The second assistant legislative clerk 

read the nomination of Harold R. Tyler, 
Jr., of New York, to be Deputy Attorney 
General. 

The PRESIDING OFFICER. Without 
objection, the nomination is considered 
and confirmed. 

DEPARTMENT OF STATE 
The second assistant legislative clerk 

read the nomination of John E. Rein­
hardt, of Maryland, a Foreign Service 
information officer of the class of Career 
Minister for Information, to be an Assist­
ant Secretary of State. 

The PRESIDING OFFICER. Without 
objection, the nomination 1s considered 
and confirmed. 

U.S. ADVISORY COMMISSION ON 
:INFORMATION 

The second assistant legislative clerk 
read the nomination of John M. 
Shaheen, of illinois. to be a member of 
the U .B. Advisory Commission on Infor­
mation for a term expiring January 27, 
1977. 

The PRESIDING OFFICER. Without 
objection, the nomination is considered 
a nd confirmed. 

Mr. GRIFFIN. Mr. President, I ask 
that the President of the United States 
be notified concerning the confirmation 
of the s~veral nominations. 

The PRESIDING OFFICER. \Vithout 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
I move that the Senate resume the con­
sideration of legislative business. 

The motion was agreed to, and the 
Senate resumed the consideration of leg­
islat ive business. 

AID FOR CAMBODIA 
Mr. CRANSTON. Will the Senator 

yield? 
Mr. ROBERT C. BYRD. I yield. 
Mr. CRANSTON. I would like to ask 

the Senator the status of a report if 
there is one, of the Foreign Relati~ns 
Committee on the matter of supplemen­
tal funds for Cambodia. 

Mr. ROBERT C. BYRD. Mr. President, 
I cannot answer the question that has 
been asked by the distinguished Senator. 
That measure is not on the calendar. 
Whether or not it has been ordered re­
ported I am in no position to say. I can 
only say this, that under the unanimous­
consent agreement any measure that is 
ready for action can be brought up on 
Monday next, with the caveat that roll­
call votes could not occur thereon until 
Wednesday next. 

Mr. CRANSTON. Is it in order tore­
quest that it not be dealt with by voice 
vote on Monday so that there can be an 
opportunity for consideration by the full 
membership on Wednesday? 

Mr. ROBERT C. BYRD. The Senator 
can be assured that that matter will not 
be disposed of by voice vote, I would 
imagine on any day. 

Mr. CRANSTON. I thank the Senator 
very much. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll 

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

The PRESIDING OFFICER. \Vithout 
objection, it is so ordered. 

SERVICE OF SENATOR STONE AS 
PRESIDING OFFICER 

Mr. ROBERT C. BYRD. Mr. President, 
I call attention to the fact that the dis­
tinguished Senator from Florida (Mr. 
STONE) has been presiding over this body 
now for nine continuous and consecutive 
hours. His tenure in the chair on this 
particular occasion began at 5 o•clock 
yesterday afternoon, and now it is 2 
minutes past 2 a.m. on Saturday. That is 
a pretty long stint in the chair. 

I am sure that other Senators would 
join me in saying that the Senator from 
Florida has presided over this body w1th 
a degree of sklll, competence. etiective­
ness, and dignity that is 4 'so rare as a 
day in June," and that he certainly has 
set a fine example of enforcing the rules 
that require that the Senate be in order. 

The Senator from Florida has observed 
the rule that it is the duty of the Chair 
to enforce order in the Chamber and 1n 
the galleries, without a point of order 
being made by any Senator. 
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I personally congratulate him; and I 
would say that all Senators are in his 
debt, because somebody has to preside, 
and it is not an easy task. It is difficult to 
get Senators to take their tum in the 
Chair. But the Senator from Florida <Mr. 
STONE) has today taken on that labor 
and in so doing not only has done it 
well but also has relieved 98 other Sen­
ators of the opportunity-which they do 
not want-for that task. 

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

Mr. ROBERT C. BYRD. I yield. 
Mr. ALLEN. Mr. President, I, too, com­

mend the distinguished junior Senator 
from Florida <Mr. STONE) for his long 
and faithful service in the chair, for his 
near record, I understand, of length of 
service at one time in the chair. He has 
presided with great skill and ability and 
with a fidelity to the rules, and I would 
suggest that other presiding officers seek 
to emulate him. 

So far as the Senator from Alabama is 
concerned, he would not mind seeing the 
distinguished Senator from Florida have 
permanent status as Presiding Officer in 
this Chamber. 

[Laughter.] 
The Senator from Alabama feels that 

if that were the case, any Senator would 
have no difficulty getting recognized at 
such times as he seeks recognition. 

So I commend the distinguished Sena­
tor from'Florida, also, for his fine service 
as Presiding Officer of the Senate. 

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

Mr. ALLEN. I yield. 
Mr. GRIFFIN. Mr. President, I do not 

know if I can agree with everything that 
has been said; but I certainly want to 
associate myself with almost everything 
that has been said. The only reason whY 
I would not go on at great length with 
a comparable speech commending the 
Senator from Florida, beyond what has 
been said, is that I think he might like 
to get out of the chair. 

[Laughter.] 
Mr. MANSFIELD. Mr. President, will 

the Senator yield? 
Mr. GRIFFIN. I yield. 
Mr. MANSFIELD. Mr. President, I 

join in the accolades being bestowed 
upon the Senator from Florida. I just 
wonder, though, what he 1s going to do 
when the Senate has an executive 
session. 

[Laughter.] 
The PRESIDING OFFICER. The 

Chair is not going to answer that 
inquiry. 

The Chair thanks the Senators for 
their very kind sentiments. 

The Chair observes that the Chair 1s 
aware of the fact that this is not a rec­
ord; that, instead, the record 1s well 
held-and probably permanently held­
by the distinguished assistant majority 
leader, for more than 22 hours, on one 
yolk of an egg. 

Mr. ROBERT C. BYRD. I thank the 
Senator. 

ROUTINE MORNING BUSINESS 
Mr. ROBERT C. BYRD. Mr. Presi­

dent. I ask unanimous consent that 

there now be a brief period for the trans­
action of routine morning business. 

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

· Is there morning business? If not, 
morning business is closed. 

MESSAGE FROM THE PRESIDENT 

I also commend the report to the Con­
gress and the American people. 

GERALD R. FORD. 
THE WHITE HOUSE, March 21,1975. 

COMMUNICATIONS FROM EXECU­
TIVE DEPARTMENTS, ETC. 

The ACTING PRESIDENT pro tem­
pore <Mr. METCALF) laid before the Sen­

A message from the President of the ate the following letters, which were 
United States was communicated to the referred as indicated: 
Senate by Mr. Marks, one of his secre-
taries. 

ANNUAL REPORT OF THE NATIONAL 
SCIENCE BOARD-MESSAGE FROM 
THE PRESIDENT 
The ACTING PRESIDENT protem­

pore <Mr. METCALF) laid before the Sen­
ate a message from the President of the 
United States transmitting the Sixth 
Annual Report of the National Science 
Board, which, together with the report, 
was referred to the Committee on Labor 
and Public Welfare. The message is as 
follows: 

To the Congress of the United States: 
I am pleased to submit to the Congress 

the Sixth AnnUal Report of the National 
Science Board. 

Our Nation's commitment to a strong 
program of scientific research is well­
founded. Science has stretched the hori­
zons of man by providing knowledge that 
enlarges our understanding of the uni­
verse and mankind. Scientific research 
has helped us solve a wide range 
of problems and provided the basis for 
expanding productivity, strengthening 
our economy and national security, and 
improving the quality of our lives. 

There are many new challenges ahead, 
including mankind's growing power to 
affect the future and to modify-both in­
tentionally and unintentionally-the 
basic conditions and quality of life. The 
National Science Board has made an im­
portant contribution by careful study 
of a number of the challenges that face 
our country and the world, including 
population growth, food supply, energy 
demands, mineral resource supply, 
weather and climate modification, and 
environmental change. The Board has 
recommended expanded research to help 
us prepare for these challenges. 

Our strong national scientific research 
effort must be maintained with support 
from both the public and private sectors. 
During the current fiscal year, the Fed­
eral Government will spend $7.4 billion 
for the support of research. My 1976 
budget asks the Congress to provide $8.2 
billion-an increase of 10 percent. This 
increase, even though larger than that 
requested for many programs, will not 
permit support for all important re­
search. For this reason, the National 
Science Board's report Is especially sig­
nificant. The recommendations of the 
distinguished scientists that make up the 
Board should be useful in identifying 
those areas of research that warrant the 
highest priority. 

I am asking all Federal agencies to 
consider the Board's recommendations 
in developing their research programs. 

LEGISLATIVE PROPOSALS BY THE PRESIDENT 

A communication from the President of 
the United States transmitting the following 
proposed legislation: 

A bill to limit to 5 percent cost-of-living 
adjustments under certain food assistance 
programs through June 30, 1976, and for 
other purposes; to the Committee on Agri­
culture and Forestry. 

A bill to limit to 5 percent certain adjust­
ments under the Food Stamp Act of 1964 
through June 30, 1976; to the Committee on 
Agriculture and Forestry; 

A bill to limit cost-of-Uving adjustments 
of annuities under the uniformed services 
tirement System for a specified period of 
time, and for other purposes; referred to the 
Committee on Armed Services; 

A bill to limit cost-of-living adjustments 
of annuities under the Central Intelligence 
Agency Retirement Act of 1964 for certain 
employees, as amended, for a specified period 
of time, and for other purposes; to the Com­
mittee on Armed Services; 

A bill to limit to 5 percent cost-of-living 
benefit increases under the old-age, sur­
vivors', and disability insurance and supple­
mental security income programs established 
by the Social Security Act through June 
1976; to the Committee on Finance; 

A bill to limit cost-of-living adjustments 
of annuities under the Foreign Service Re­
tirement System for a. specified preiod of 
time, and for other purposes; to the Commit­
tee on Foreign Relations; 

A bill to limit Federal pay increases to 
6 percent for a. specified period of time, and 
for other purposes; to the Committee on 
Post Office and Civil Service; 

A bill to limit cost-of-living adjustments 
of annuities under the Civil Service Retire­
ment System for a. specified period of time, 
and for other purposes; to the Committee on 
Post Office and Civil Service; and 

A bill to limit cost-of-living increases un­
der the Federal Employees' Compensation 
Act for a. specified period of time, and for 
other purposes; to the Committee on Labor 
and Public Welfare. 

REPORT OF THE ASSISTANT SECRET.&RY OF . 
DEFENSE 

A letter from the Deputy Assistant Secre­
tary of Defense transmitting, pursuant to 
law, a report of the design and construction 
supervision, inspection, and overhead fees 
charged by the construction agents to the 
military construction projects of the military 
departments and the Defense agencies (with 
an accompanying report); to the Committee 
on Armed Services. 

REPORT OF THE SECRETARY OF DEFENSE 

A letter from the Secretary of Defense 
transmitting, pursuant to law, a. report on 
the property records on fixed property, in­
stallations, and major equipment items, and 
stored supplies of the military departments 
(with an accompanying report); to the 
Committee on Armed Services. 

REPORT OF THE FEDERAL RESERVE SYSTEM 

A letter from the Chairman of the Board 
of Governors of the Federal Reserve System 
transmitting, pursuant to law, the annual 
report of the Board entitled "Monetary Pol­
icy and the U.S. Economy in 1974,. (with a.n 
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accompanying report); to the Committee on 
Banking, Housing and Urban Affairs. 

REPORT OF THE COMPTROLLER GENERAL 

A letter from the Comptroller General of 
the United States transmitting, pursuant to 
law, a report entitled "Holiday Administra­
tion Overseas: Improvement Needed To 
Achieve More Equitable Treatment of Em­
ployees" (with an accompanying report); to 
the Committee on Government Operations. 

REPORT OF THE SociAL SECURttY 
- ADMINISTRATION 

A letter from the Secretary of Health, Ed­
ucation, and Welfare transmitting, pursuant 
to law, the annual report of the Social Secu­
rity Administration for the fiscal year 1974 
(with an accompanying report); to the Com­
mittee on Finance. 

REPORT OF THE FOREIGN-TRADE ZONES 
BOARD 

A letter from the Secretary of Commerce 
transmitting, pursuant to law, the annual 
report of the Foreign-Trade Zones Board for 
the fiscal year ending June 30, 1970 (with an 
accompanying report) ; to the Committee on 
Finance. 
PROPOSED LEGISLATION BY THE ADMINIS­

TRATIVE OFFICE OF THE UNITED STATES 
CoURTS 

A letter from the Director of the' Admin­
istrative Office of the United States Courts 
transmitting a draft of proposed legislation 
to amend the Bankruptcy Act and the Civil 
Service Retirement law with respect to the 
tenure and retirement of referees; to the 
Committee on the Judiciary. 
PROPOSED LEGISLATION BY THE ADMINIS­

TRATIVE OFFICE OF THE UNrrED STATES 
COURTS 

A letter from the Director of the Ad­
ministrative Office of the United States 
Courts transmitting a draft of proposed leg­
islation to increase the maximum compen­
sation allowable to receivers and trustees 
(with accompanying papers); to the Com­
mittee on the Judiciary. 
REPORT OF THE COMMISSION ON CIVIL RIGHTS 

A letter from the Chairman and members 
of the Commission on Civil Rights transmit­
ting, pursuant to law, a report evaluating 
the efforts to insure equal educational oppor­
tunity by three Federal agencies: the De­
partment of Health, Education, and Welfare; 
the Internal Revenue Service, and the Vete­
rans' Administration (with accompanying 
papers); to the Committee on the Judiciary. 

REPORT OF THE FEDERAL MEDIATION AND 
CONCILIATION SERVICE 

A letter from the National Director of the 
Federal Mediation and Concmation Service 
transmitting, pursuant to law, a report of the 
Federal Mediation and Conciliation Service 
for the fiscal year 1974 (with an accompany­
ing report); to the Committee on Labor and 
Public Welfare. 
PROPOSED LEGISLATION BY THE DEPARTMENT 

OF HEALTH, EDUCATION, AND WELFARE 

A letter from the Secretary of Health, Edu­
cation, and Welfare transmitting a draft of 
proposed legislation to extend until July 31, 
1975, the date for submission of the long­
range projection for the provision of com­
prehensive services to handicapped individ­
uals (with accompanying papers); to the 
Committee on Labor and Public Welfare. 
PROPOSED REGULATIONS OF THE DEPARTMENT 

OF HEALTH, EDUCATION, AND WELFARE 

A letter from the Executive Secretary of 
the Department of Health, Education, and 
Welfare transmitting, pursuant to law, pro­
posed regulations for a State dissemination 
grants program in the National Institute of 
Education (with accompanying papers); to 
the Committee on Labor and Public Welfare. 

PROPOSED REGULATIONS OF THE DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 

A letter from the Executive Secretary of 
the Department of Health, Education, and 
Welfare transmitting, pursuant to law, pro­
posed amendments to the regulations gov­
erning the Library Services and Construction 
Act to reflect amendments made by Public 
Law 93-380 (with accompanying papers); to 
the Committee on Labor and Public Welfare. 
PROPOSED LEGISLATION OF THE SECRETARY OF 

HEALTH, EDUCATION, AND WELFARE 

A letter from the Secretary of Health, Edu­
cation, and Welfare transmitting a draft of 
proposed legislation to extend the authori­
zation of appropriations for the National 
Institute of Education (with accompanying 
papers); to the Committee on Labor and 
Public Welfare. 

PETITIONS 

Petitions were laid before the Senate 
and referred as indicated: 

A joint resolution of the Legislation of 
the Commonwealth of Virginia; to the Com­
mittee on Public Works: 

"HOUSE JOINT RESOLUTION No. 233 
"Memorializing the Congress of the United 

States to amend the Clean Air Act in order 
to relieve the States and citizens thereof 
from unrealistic deadlines for reduced 
automobile emissions 
"Whereas, the Clean Air Act requires that 

the national ambient air quality standards 
for carbon monoxide and photocheinical 
oxidants be attained no later than nineteen 
hundred seventy-five; and 

"Whereas, carbon monoXide and oxidants, 
originate primarily from automobiles; and 

"Whereas, in order to attain such national 
standards, many metropolitan areas of our 
Nation, including our Nation's Capital and 
its surro-.Inding suburbs in Virginia and 
Maryland, have relied in great measure upon 
the new automobile emission standards 
originally required in the Clean Air Act; 
and 

"Whereas, Congress has already once de­
ferred new automobile standards, and the 
President is now proposing the further de­
ferral of those standards until nineteen 
hundred eighty-one, in order to encourage 
new designs and model changes which may 
yield major improvements in fuel economy 
and performance; and 

"Whereas, the Environmental Protection 
Agency, on the basis of theoretical and ques­
tionable studies, is requiring the states and 
their citizens to bear the burden of making 
up any deficit in emission reduction which is 
due to the inadequacy of new automobile 
standards, which burden includes the im­
position of inspection of emissions and ret­
rofit air pollution devices, both being of 
theoretical efficacy and both being applica­
ble to all automobiles in an affected air 
quality control region, irrespective of the 
fact that many of these automobiles never 
will take part in commuter traffic, which is 
the cause of our urban pollution problems; 
and 

"Whereas, if new automobile standards 
are further deferred without any correspond­
ing deferral of the appropriate national air 
quality standards, the Environmental Pro­
tection Agency wm impose additional bur­
dens of unproven efficacy upon the states 
and their .citizens in order to meet the at­
tainment date in nineteen hundred seventy­
seven; and 

"Whereas, all burdens will impose a great 
expense of money and time upon citizens, 
especially in the case of retrofit devices for 
older cars, which are generally owned by 
those least able to afford such modifica­
tions; and 

"Whereas, both State and personal finan­
cial resources have deteriorated because of 
an unprecedented combination of inflation 
and recession, unknown at the time the am­
bitious commitments of the Clean Air Act 
were made in nineteen hundred seventy; 
and 

"Whereas, it is fundamentally unfair and 
unreasonable to shift the burden from new 
car manufacturers to the states and citizens, 
in these times of economic peril; now, there­
fore, be it 

"Resolved by the House of Delegates, the 
Senate concurring, That the Congress of 
the United States is respectfully memorial­
ized to amend, at the earliest date, the 
Clean Air Act, so as to provide a moratorium 
on the implementation of measures designed 
to reduce emissions from automobiles 
presently in use, so long as new automobile 
standards may be deferred. 

"Resolved further, That the Congress of 
the United States is respectfully requested 
to repeal the sections of the Clean Air Act 
that provide for punitive measures against 
State and local officials. 

"Resolved finally, That the Clerk of the 
House is directed to send copies of this res­
olution to the Speaker of the United States 
House of Representatives, the President of 
the United States Senate and the members 
of the delegation to the Congress of the 
United States of this Commonwealth in or­
der that they may be apprised of the sense 
of the Virginia General Assembly." 

A resolution of the General Court of the 
Commonwealth of Massachusetts; to the 
Committee on the Judiciary: 

"Resolution of the Commonwealth of 
Massachusetts 

"Resolutions memorializing the Congress of 
the United States to enforce legislation 
prohibiting the employment of aliens en­
tering the United States 1llegally 
"Whereas, The current standard of living 

ing employment opportunities of domestic 
workers is undermined by the employment of 
aliens who enter the United States illegally; 
now, therefore, be it 

"Resolved, That the General Court of 
Massachusetts respectfully urges the Con­
gress of the United States to exercise its 
powers to inforcing the existing laws which 
prohibit the employment of aliens who enter 
the United States 1llegally; and be it further 

"Resolved, That the General Court of 
Massachusetts respectfully urges the Senate 
of the United States to enact H.R. 982; and 
be it further 

"Resolved, That copies of these resolutions 
be transmitted forthwith by the Clerk of the 
House of Representatives to the President of 
the United States, the presiding officer of 
each branch of Congress and to the members 
thereof from the Commonwealth." 

REPORTS OF COMMITTEES 

The following reports of committees 
were submitted: 

By Mr. TALMADGE, from the Committee 
on Agriculture and Forestry, with amend­
ments: 

H.R. 4296. A bill to adjust target prices, 
loan and purchase levels on the 1975 crops 
of upland cotton, corn, wheat, and soybeans, 
to provide price support for milk at 80 per 
centum of parity with quarterly adjustments 
for the period ending March 81, 1976 (Rept. 
No. 94-53). 

By Mr. SPARKMAN, from the Committee 
on Foreign Relations, with an amendment: 

S. 663. A bill t o provide additional mill· 
tary assistance authorizations for Cambodia 
for the fiscal year 1975, and for other pur­
poses (Rept. No. 94-54). 

By Mr. PASTORE, from the Committee on 
Commerce, with amendments: 
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s. 893. A blll to amend certain provisions 
of the Communications Act of 1934 to provide 
long-term financing for the Corporation for 
Public Broadcasting, and for other purposes 
(Rept. No. 94-55). (Referred to the Com­
mittee on Appropriations). 

Mr. PASTORE. Mr. President, I sub­
mit a report on S. 893, from the Com­
mittee on Commerce, with reference to 
the long-range funding for public broad­
casting. Inasmuch as this alc;o involves 
an appropriation, I ask by unanimous 
consent the bill be referred to the Com­
mittee on Appropriations. 

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

By Mr. HELMS, !rom the Committee on 
Agriculture and Forestry, without amend­
ment: 

s. 1307. A blll to amend the Mcintyre­
Stennis Act of 1962 to promote forestry re­
search at private University Forestry Schools 
(Rept. No. 94-56). 

Mr. HELMS. Mr. President, Mr. EAsT­
LAND being chairman of the Subcommit­
tee on Environment, Soil Conservation 
and Forestry of the Committee on Agri­
culture and Forestry was directed to re­
port this legislation. However, he has 
delegated that responsibility to me, as 
ranking minority member of the subcom­
mittee, to report an original bill to amend 
the Mcintyre-Stennis Act of 1962. Chair­
man TALMADGE of the committee concurs 
with that delegation, and I am pleased 
to submit the report at this time. 

REPORT ON LEGISLATIVE ANDRE­
VIEW ACTIVITIES-REPORT OF A 
COMMITTEE <REPT. NO. 94-52) 
Mr. McGEE. Mr. President, pursuant 

to the requirements of section 136(b) of 
the Legislative Reorganization Act of 
1946, I hereby submit to the Senate in 
behalf <>f the Committee on Post Office 
and Civil Service the report on the com­
mittee's activities during the 93d Con­
gress. I ask unanimous consent that the 
Senate order the report on the legisla­
tive and review activities of the Com­
mittee on Post Office and Civil Service 
to be printed. 

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

CHANGE OF REFERENCE-S. 1251 
Mr. ROBERT C. BYRD. I ask unani­

mous consent that S. 1251 be discharged 
from the Committee on Government 
Operations and be referred to the Com­
mittee on the Judiciary, and if and wben 
reported from that committee, it be re­
ferred to the Committee on Foreign 
Relations. 

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

INTRODUCTION OF Bn...LS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu­
tions were introduced, read the first time 
and, by unanimous consent, the second 
time, and referred as indicated: 

By Mr. PIDLIP A. HART (!or himself 
and Mr. HUGH SCOTT) : 

S. 1279. A bill to amend the Voting Rights 
Act of 1965 to extend certain provisions for 
an additional 10 years and to make perma-

nent the ban against certain prerequisites to 
voting. Referred to the Committee on the 
Judiciary. 

By Mr. TUNNEY: 
S. 1280. A blll to authorize the President to 

appoint Capt. Ferdinand Mendenhall, U.S. 
Navy Reserve Retired, to the grade of rear 
admiral on the Reserves Retired list. Referred 
to the Committee on Armed Services. 

By Mr. PROXMIRE: 
s. 1281. A blll to improve public under­

standing of the role of depository institutions 
in home financing. Referred to the Committee 
on Banking, Housing and Urban Affairs. 

By Mr. KENNEDY (for himself, Mr. 
JAVITS, Mr. CRANSTON, Mr. HATHAWAY, 
Mr. PELL, Mr. RANDOLPH, and Mr. 
STAFFORD): 

S. 1282. A blll to amend the Public Health 
Service Act to provide for a National Center 
for Clinical Pharmacology, to provide support 
for the study of clinical pharmacology and 
clinical pharmacy, and to provide for review 
of drug presc.ribing; and to amend the Fed­
eral Food, Drug, and Cosmetic Act to provide 
for additional regulation of drug promotions, 
to provide for recordkeeping and reporting 
!or all drugs, to provide for certification of 
programs respecting manufacturers' rep­
resentatives, to provide for the submission of 
data relating to therapeutic equivalence of 
drugs, to provide for the certification of cer­
tain drugs, to provide for a national drug 
compendium, to provide additional drug in­
formation to consumers, to establish a code 
system for the identification of all drugs and 
for other purposes. Referred to the Commit­
tee on Labor and Public Welfare. 

By Mr. BURDICK (by request) : 
s. 1283. A bill to improve judicial ma­

chinery by further defining the jurisdiction 
of U.S. magistrates, and for other purposes. 
Referred to the Committee on the Judiciary. 

By Mr. PHILIP A. HART (for himself 
and Mr. HUGH SCOTT): 

S. 1284. A bill to improve and facllitate 
the expeditious and effective enforcement of 
the antitrust laws. Referred to the Commit­
tee on the Judiciary. 

By Mr. HUMPHREY (for himself, Mr. 
McGEE, and Mr. MONDALE) : 

S. 1285. A bill to provide for payments to 
compensate county governments for the tax 
immunity of Federal lands within their 
boundaries. Referred to the Committee on 
Agriculture and Forestry and the Committee 
on Interior and Insular Affairs, jointly, by 
unanimous consent. 

By Mr. BEALL: 
S. 1286. A bill to amend title II of the 

Social Security Act to increase to $5,100 the 
annual amount which individuals may earn 
without suffering deductions from benefits 
on account of excess earnings. Referred to 
the Committee on Finance. 

By Mr. TOWER (for himself and Mr. 
MoNTOYA): 

S. 1287. A bill to extend part J of the Voca­
tional Education Act of 1963 relating to 
bilingual vocational training. Referred to 
the Committee on Labor and Public Welfare. 

By Mr. GARY H. HART (for himself, 
Mr. ABOUREZK, Mr. BAYH, Mr. HAT­
FIELD, Mr. PHILIP A. HART, Mr. KEN­
NEDY, Mr. LEAHY, Mr. McGOVERN, Mr. 
MONDALE, Mr. MANSFIELD, Mr. NEL­
SON, and Mr. PROXMmE) : 

S. 1288. A bill to prohibit the expenditure 
of funds for the development and procure­
ment of any lethal chemical weapons after 
the date of enactment of this act, and for 
other purposes. Referred to the Committee 
on Armed Services. 

By Mr. KENNEDY (for himself, Mr. 
STAFFORD, Mr. RIBICOFF, Mr. PERCY, 
and Mr. CLARK) : 

s. 1289. A bill to amend chapter 5, sub­
chapter II of title 5, United States Code, to 
provide for improved administrative proce­
dures. Referred to the Committee on the 
Judiciary. 

By Mr. NELSON (for himself and Mr. 
Mr.JAVITS): 

S. 1290. A bill to reorganize the Clemency 
Board, the Department of Defense, the De­
partment of Justice and the Department of 
Transportation to provide fair and efficient 
consideraton of all individuals ellgible for 
amnesty. relating to milit ary service 1n the 
war in Southeast Asia, and for other pur­
poses. Referred to the Committee on Gov­
ernment Operations. 

By Mr. JOHNSTON (for himself and 
Mr. CRANSTON) : 

S. 1291. A bill to establish a National Com­
mission on Economic Growth and Stability 
to identify major changes and long-term 
trends in the economy of the United States 
and to propose public policies responsive to 
such changes and trends. Referred to the 
Committee on Banking, Housing and Urban 
Affairs. 

By Mr. HASKELL (for Mr. JACKSON) 
(for himself and Mr. FANNIN) (by 
request): 

S. 1292. A blll to provide for the manage­
ment, protection, and development of the 
national resource lands, and for other pur­
poses. Referred to the Committee on Interior 
and Insular Affairs. 

By Mr. METCALF (for himself, Mr. 
MANSFIELD, anti Mr. PACKWOOD): 

S. 1293. A bill to establish the Charles M. 
Russell National Wildlife Range, the Charles 
Sheldon National Wildlife Range, and the 
Kofa National Wildlife Range as part of the 
National Wildlife Refuge System, and for 
other purposes. Referred to the Comnlittee 
on Commerce. 

By Mr. METCALF (for himself, Mr. 
MANSFIELD, Mr. ALLEN, Mr. HOLLINGS, 
Mr. THuRMOND, Mr. BURDICK, and 
Mr. McCLURE) : 

S. 1294. A bill to provide additional funds 
to the States for carrying out wildUfe res­
toration projects and programs, and for 
other purposes. Referred to the Committee 
on Commerce. 

By Mr. ROTH: 
S. 1295. A bill to limit the jurisdiction of 

the Supreme Court of the United States and 
any such inferior court as ordained and 
established by the Congress of t he United 
States to enter any judgment, decree or 
order, denying or restricting, as unconstitu­
tional, the exercise of free reltglous expres­
sion or the saying of voluntary prayer ln any 
public school or other public building. Re­
ferred to the Committee on the Judiciary. 

By Mr. HUGH SCO'IT: 
S. 1296. A bill to provide cabinet-level 

status to the Administrator of Veterans' 
Atfairs. Referred to the Committee on Post 
Office and Civil Service. 

By Mr. MORGAN: 
S. 1297. A bill to amend the Omnibus 

Crime Control and Safe Streets Act of 1968 
to provide for an improved method of selec­
tion of the State planning agency, and for 
other purposes. Referred to t he Committee 
on the Judiciary. 

By Mr. BELLMON: 
S. 1298. A bill to amend the Interstate 

Commerce Act. Referred to the Committee on 
Commerce. 

By Mr. CHURCH (for himself, Mr. 
JACKSON, and Mr. !"ANNIN) (by 
request): 

S. 1299. A bill to amend the Water Re­
sources Planning Act to revise the member­
ship of the Water Resources Council. Re­
ferred to the Committee on Interior and 
Insular Atfairs. 

By Mr. KENNEDY (for himself and 
Mr. WEICKER) : 

S. 1300. A bill to revise title 23 of the 
United States Code, relating to highways, 
terminate the Highway Trust Fund, and 
amend the Urban Mass Transportation Act 
of 1964 in order to improve transportation. 
Referred to the Committee on Publlc Works. 
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By Mr. CHURCH· (for himself, Mr. 

JACKSON, and Mr. FANNIN) (by re-
quest): · 

s. 1301. A blll to promote a more compre­
hensive national program of water resources 
research and technology development to re­
organize certain functions in the Department 
of the Interior, and for other purposes. Re­
ferred to the Committee on Interior and In­
sular Affairs. 

By Mr. WILLIAMS (for himself, Mr. 
RANDOLPH, Mr. KENNEDY, Mr. 
HARTKE, Mr. McGEE, Mr. SCHWEIKER, 
Mr. McGoVERN, Mr. HUMPHREY, Mr. 
METCALF, Mr. HATHAWAY, Mr. PELL, 
Mr. EAGLETON, Mr. RmiCOFF, Mr. 
TUNNEY, Mr. JACKSON, Mr. ABOUREZK, 
Mr. STAFFORD, Mr. GRAVEL, Mr. 
STEVENSON, Mr. MONDALE, Mr. PHILIP, 
A. HART, Mr. MusKIE, Mr. GARY W. 
HART, Mr. MANSFIELD, Mr. BAYH, Mr. 
CASE, Mr. NELSON, Mr. CHURCH, Mr. 
CRANSTON, Mr. JAVITS, Mr. BROOKE, 
Mr. CLARK, Mr. BENTSEN, Mr. MAGNU­
SON, Mr. MOSS, Mr. GLENN, Mr. 
HASKELL, Mr. BUMPERS, Mr. MONTOYA, 
and Mr. BmEN): 

S. 1302. A b111 to promote safety and health 
in the mining industry, to prevent recurring 
disasters in the mining industry, and for 
other purposes. Referred to the Committee 
on Labor and Public Welfare. 

By Mr. INOUYE (forhlmself, Mr. PEAR­
soN,Mr.ALLEN,Mr.BAYH,Mr,Hun­
DLESTON, Mr. METCALF, and Mr. 
STONE): 

S. 1303. A bill to regulate. the foreign com­
merce of the United States by providing 
means to assure full disclosure of significant 
foreign investment in the United States, and 
for other purposes. Referred, by unanimous 
consent, to the Gomxnittee on Commerce; 
and, if and when reported from that com­
mittee, to the Committee on Banking, Hous­
ing and Urban Affairs. 

By Mr. BID EN: 
s. 1304. A bill to amend the Social Security 

Act to provide for immediate care services 
under titles XIV and XIX o! such act. Re­
ferred to the Committee on Finance. 

By Mr. BIDEN (for himself, Mr. Mc­
GoVERN, and Mr. CASE): 

s. 1305. A blll to amend the Agricultural 
Trade Development and Assistance Act of 
1954 to prohibit the disposition of food to 
foreign countries under such act in any 
fiscal year unless the Secretary of Agricul­
ture determines and certifies that all do­
mestic feeding programs will be adequately 
provided with appropriate foods in such 
fiscal year. Referred to the Committee on 
Agriculture and Forestry. 

By Mr. BARTLETT (for himself, Mr. 
McCLELLAN, Mr. CLARK, Mr. CULVER, 
Mr. DOLE, Mr. JOHNSTON, Mr. GARY 
W. HART, Mr. BUMPERS, Mr. HUM­
PHREY, Mr. LONG, Mr. TOWER, Mr. 
DOMENICI, and Mr, HRUSKA, and Mr, 
MONDALE): 

· s. 1306. A bill to authorize the Secretary 
of Transportation to make a loan of $100,-
000,000 to the Chicago, Rock Island, and Pa­
cific Railroad Co. Referred to the Committee 
on Commerce. 

By Mr. HELMS: 
S. 1307. An original bill to amend the 

Mclntyre-Stennis Act of 1962 to promote 
forestry research at private University For­
estry Schools. Placed on calendar. 

By Mr. ROTH: 
s.J. Res. 64. A joint resolution proposing 

an amendment to the Constitution. Referred 
to the Committee on the Judiciary. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. PROXMIRE: 
S. 1281. A bill to itnprove public under­

standing of the role of depository insti-

tutions in home financing. Referred to stable neighborhoods, promotes proper 
the Committee on Banking, Housing and maintenance of housing, . and maintains 
Urban Affairs. property values. But that premise goes 

HOME MORTGAGE DISCLOSURE ACT OF 1975 dOWn the drain-and SO dO SOme fine Old 
Mr. PROXMIRE. Mr. President, to- communities-when lenders decide a 

day I am introducing the Home Mort- neighborhood is a poor risk. 
gage Disclosure Act of 1975. This bill In Milwuakee, for example, a report 
would require lending institutions to dis- by the Housing Committee of the West­
close to the public where they are ob- side Coalition found that several lending 
taining their deposits and where they institutions would not even consider 
are making mortgage loans. The prob- making loans in certain neighborhoods. 
lem which this legislation addresses is the report indica ted that these lend­
one of the central problems of our time-- ers often did not -bother to inquire 
the decay of America's great cities. Good . about the income or credit rating of the 
housing policy is as much a matter of prospective borrower. According to the 
adequately maintaining the Nation's ex- report, these lenders turned the inquiry 
isting housing stock as building more down flatly on the basis of the neighbor­
houses. hood. Other lenders reportedly demanded 

But America's great metropolitan areas shorter terms for payback and higher 
are in the peculiar position of having to downpayment requirements. Then some 
build more and more new subdivisions of these same lenders turned around and 
on farm land 50 miles from the center lent mortgage money on these same pre­
of cities while public policy permits urban sumably unmortgagable properties to ab-
neighborhoods to decay. sentee owners, according to the survey. 

The irony is that in many of our older In Chicago, a broad coalition of citi-
cities, including Washington, Baltimore, zens representing diverse racial and cui­
Philadelphia, Milwaukee, and Chicago, tural backgrour..ds are negotiating with 
there are hundreds of thousands of local lenders to keep mortgage money 
solidly built, older houses that could not available in the city's middle class neigh­
be duplicated today except at a con- borhoods. Recently, Mayor Richard 
siderable cost. Saving and upgrading Daley, whose own neighborhood is red 
these houses requires a reliable source lined by many lenders, said that he 
of credit to finance home improvements shared the group's objectives, and he 
and to enable new families to own and endorsed a city ordinance against red­
occupy these homes. · lining. The Chicago Housing Training 

Unfortunately, many lending institu- and Information Center, which is headed 
tions deny credit to these older urban by Mrs. Gail Cincotta, is hosting a na­
neighborhoods especially when money is tiona! housing conference next month, 
tight. People of all ethnic backgrounds and the subject will be red~ining. 
suffer. Some institutions may shy away In Baltimore, a study by the city's de­
from black neighborhoods or neighbor- partment of housing and community de­
hoods that are changing from white to velopment found that ·~the primary ob­
black. Some institutions may red-line stacle" to continued home ownership in 
older white ethnic neighborhoods. Some the city was neighborhood discrimination 
institutions may supply a disproportion- by lenders. And here in the District of 
ate amount of credit to real estate specu- Columbia, preliminary data indicates 
lators at the expense of owner occupants. that some lenders have virtually red-

Here is how the redlining process often lined the entire city, and other lenders 
works. A prospective home buyer will are reluctant to loan money east of Rock 
approach a lending institution for a Creek Park unless the buyer is a real 
mortgage loan. His credit rating can be estate professional. 
excellent, and the house can be in sound There is a special irony involved when 
condition. But some lenders will reject lending institutions begin restricting 
the application because they don't like credit in an urban neighborhood. Some 
the neighborhood, and steer the buyer of these lending institutions draw much 
to the suburbs. of their capital from small savers who 

The bank will say that the area is a live in these communities. The deposit 
"declining neighborhood." Of course, window is always open, but the loan win­
that description by the bank turns into dow is often closed. Or if it is open, it ic:J 
a self-fulfilling prophecy, because more open only if you can make a higher than 
than any other factor, denial of mort- usual down payment and settle for a 
gage credit to homebuyers by lenders shorter loan. No wonder people move to 
causes the neighborhood to decline. If, the suburbs. 
on the other hand, mortgages were avail- Well, what is the remedy? I do not 
able and homeowners continued to pre- want to set up yet another bureaucracy 
dominate in the community, the neigh- to tell banks and savings and loan asso­
borhood would not decline. elations where to lend their money. I 

Lenders, more than anybody else, have think a much better approach is to rely 
the power to determine which commu- on the informed juagment of the resi­
nities decline and which stabilize or re- dents of these communities where al­
vive. Unfortunately, in many areas the ready many local citizens' groups have 
very lenders who deny credit to home orgalll,zed antiredlining campaigns, and 
buyers in older urban neighborhoods, to let the free market do the rest. 
will lend money in the very same neigh- Knowledgeable citizens are likely to 
borhood, sometimes on the very same favor banks and savings and loan asso­
house, to speculators or to absentee land- ciations which do not discriminate 
lords. And that really makes the neigh- against their communities. This is al­
borhood decline. We permit all kinds of ready happening in Chicago, Milwaukee, 
tax breaks for home ownership on the and other cities. In fact, in some areas, 
theory that pride of ownership creates so-called green-lining campaigns have 
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been launched, to persuade banks to 
make every effort not to siphon funds out 
of these neighborhoods, but to give pref-
t·ence to their primary service areas. 

As I have said, Mr. President, I am not 
proposing a complicated regulatory 
scheme that tells a bank or a savings 
and loan how to do its business. I am 
proposing a simple disclosure law, that 
would give local citizens the l'ight to know 
where their neighborhood banks or sav­
ings and loan associations were making 
their mortgage loans, and I would ex­
pect an informed citizenry to do the rest. 

Thet·e is no invasion of privacy problem 
here, because this information is already 
public. Anybody with a little sophistica­
tion can go to the county courthouse and 
look up who holds the mortgage on every 
house in the city. 

But these deed records will not reveal 
the pattern of loans by each institution 
unless a citizen has either a computer 
and the patience to wade through all of 
the files. 

There is no need to require lending in­
stitutions to send all of this material to 
Washington. All I am proposing is a 
requirement fot· each local institution to 
have available a public record file that 
would disclose by zip code, the number 
and dollar amount of mortgage loans, 
whether they were conventional or FHA 
or VA, and whether they went to an 
owner-occupier or an absentee landlord. 
The names would not be disclosed, even 
though that information is already pub­
lic record. The file would also disclose 
by zip code the number and aggregate 
dollar amount of savings accounts. 

In this way, savers and potential home­
owners could intelligently decide which 
institution deserved their business. The 
bill would not require banks to invest 
their money in older urban neighbor­
hoods, but it would enable these neigh­
borhoods to exercise their sizable con­
sumers power to reward institutions that 
rewarded them. Through the effect of 
full disclosure, it would induce lending 
institutions to begin contributing to the 
process of w·ban rehabilitation rather 
than urban decay. 

Mr. President, I anticipate that the 
Senate Banking Committee will be hold­
ing hearings on the Mortgage Disclosure 
Act next month. I ask unanimous con­
sent that text of the bill be printed in the 
RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1281 
Be it enacted by the Senate and Hou se of 

Representatives of the United St ates of 
America in Congress assembled, 

SHORT TITLE 

. SECTION 1. This Act may be cited t\S the 
Home Mortgage Disclosure Act of 1975. 

FINDING AND PURPOSE 

SEc. 2. (a) The Congress finds and declares 
that depository institutions have sometimes 
failed to provide adequate home financing on 
a nondiscriminatory basis for all neighbor­
hoods within the communities and neighbor­
hoods from which those instit utions re<Jeive 
deposits. 

(b) The purpose of this Act is to provide 
the citi2.ens and public officials of the United 
States with sufficient information to enable 
them to determine which depository institu-

tlons are filling their obligations to serve the 
housing needs of the communities and neigh­
borhoods In which they are located. 

DEPINITIONS 

SEC. 3. As used in this Act-
( 1) the term "mortgage loan" means a 

federally related mortgage loan as defined 
under section 3 of the Real Estate Settle­
ment Procedures Act of 1974; 

(2) the term "depository inst itution" 
means a person who is in the business of 
making federally related mortgage loans; 
. (3) the term "savings account" means any 

deposit or account, other than a demand de­
posit, received or held by a depository insti­
tution; and 

(4) the term "Board" means the Board 
of Governors of the Federal Reserve System. 

MAINTE N ANCE OF RECORDS AND PUBLIC 
DISCLOSURE 

SEc. 4. (a) (1) Each depository inst itution 
shall compile and make available, in accord­
ance with regulations of the Board, to the 
public for inspection and copying at each 
office of that institution the following 
information: 

(A) The number and total dollar amount 
of mortgage loans made by that institution 
which were outstanding as of the close of 
the last fiscal year of that institution. 

(B) The number and total dollar amount 
of mortgage loans made by that institution 
dm·ing such year. 

(C) The number and total dollar amount 
of savings accounts held by that institution 
as of the close of such year. 

(D) The number of savings accounts 
opened during such year and the total dol­
lar amount in such accounts at the close 
of such year. 

(2) In the case of a depository institution 
which has a home office or branch office lo­
cated within a standard metropolitan sta­
tistical area, as defined by the Office of Man­
agement and Budget, the informatio:q. re­
quired t-o be maintained and made available 
under paragraph (1) shall also be itemized 
in order to clearly and cous.picuously disclose 
the following: 

(A) The number and dollar amount for 
each item refened to in paragraph ( 1), by 
United States Postal Service zip code, for 
borrowers under mortgage loans secured by 
property located within the standard metro­
politan area, and for savings account holders 
whose addresses, as furnished to such insti­
tution, are within that standard metropoli­
tan statistical area. 

(B) The number and dollar amount for 
each item referred to in paragraph (1), by 
county, for all such mortgage loans which 
are secured by property located outside the 
standard metropolitan statistical area or for 
savings account holders whose addresses, as 
so furnished, are located outside the stand­
ard metropolitan statistical area. 

(3) In the case of a depository institution 
which has no home or branch office located 
within a standard metropolitan statistical 
area, as defined by the Office of Management 
and Budget, the information required to be 
maintained and made available under para­
graph ( 1) shall also be itemized in order to 
clearly and conspicuously disclose the 
following: 

(A) The number and dollar amount for 
each it em referred to in paragraph ( 1) , by 
United States Postal Service zip code, for 
borrowers under mortgage loans secured by 
property located within the State in which 
the institution is located, and for account 
holders whose addresses, as furnished t o such 
institution, are within that State. 
· (B) The number and dollar amount for 
.each item referred to in paragraph ( 1) , by 
State for all such mortgage loans which are 
secured by property located outside the State 
1n which such institution is located or !or 

savings account holders whose addresses, a-s 
so furnished, are located outside the State. 

(b) Any item of information relating to 
mortgage loans required to be maintained 
under subsection (a) shall be further item­
ized in order to disclose for each such item-

(1) the number and dollar amount of 
mortgage loans wh ich are insured under title 
II of the National Housing Act or under tit le 
v of the Housing Act of 1949 or which are 
guaranteed under chapter 37 of title 38, 
United States Code; and 

( 2) the number and dollar amount of 
mortgage loans made to mortgagors who did 
not, at the t ime of execution of the mortgage, 
intend to reside in the property securing the 
mor tgage loan. 

E N FORCEM E N T 

SEc. 5. (a) The Board shall prescribe such 
regulat ionS as may be necessary to carry out 
the purposes of this Act. These regulations 
may contain such classifications, differen­
tiations, or other provisions, and may pro­
vide for such adjustments and exceptions for 
any class of transactions, as in the judgment 
of the Board are necessary or proper. 

(b) Compliance with the requirements im­
posed under thfs Act shall be en!orced 
under-

(1) section 8 of the Federal Deposit Insur­
ance Act, in the case of-

( A) national banks, by the Comptroller of 
t he Currency. 

(B) member banks of the Federal Reserve 
System (other than n ational banks), by the 
Board. 

(C) banks insured by t he Federal Deposit 
Insurance Corporation (other than mem­
bers of the Federal Reserve System) , by the 
Board of Directors of t he Federal Deposit 
Insurance Corporation. 

(2) section 5(d) of the Home Owners' Loan 
Act of 1933, section 407 of the National 
Housing Act, and sections 6(1) and 17 of the 
Federal Home Loan Bank Act, by the Federal 
Home Loan Bank Board (acting directly or 
through the Federal Savings and Loan In­
surance Corporation), in the case of any in­
stitution subject to any of those provisions. 

(3) the Federal Credit Union Act, by the 
Administrator of the National Credit Union 
Administration with respect to any Federal 
credit union. 

(c) For the purpose ot the exercise by any 
agency referred to in subsection (b) o! its 
powers under any Act referred to in that 
subsection, a violation of any requirement 
imposed under this Act shall be deemed to 
be a violation of a requirement imposed 
under that Act. In addition to its powers 
under any provision of law specifically re­
ferred to in subsection (b) , each of the 
agencies referred to in that subsection may 
exercise, for the purpose of enforcing compli­
ance with any requirement imposed \mder 
this Act, any other authorit y con!erred on 
it by law. 

(d) Except to the extent that enforcement 
of the requirements imposed under this .Act 
is specifically committed to some other Gov­
ernment agency under subsection (b) , the 
Federal Trade Commission shall enforce such· 
requirements. For the purpose of the exercise 
by the Federal Trade Commission of its func­
tions and powers under the Federal Trade 
Commission Act, a violation of any require­
ment imposed under this Act shall be 
deemed a violation of a requirement imposed 
under that Act. All o! the functions and 
powers of the Federal Trade Commission un­
der the Federal Trade Commission Act are 
available to the Commission to en!orce com­
pliance by any person with the requirements 
imposed under this Act, irrespective of 
whether that person is engaged in commerce 
or meets any other jw·isdictional tests in the 
Federal Trade Commission Act. 

(e) The authority of the Board to issue 
regulations under this Act does not impair 
the aut hority of any other agency designated 

' 
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1n this section to make rules respecting its 
own procedures ln enforcing compliance with 
requirements imposed under this Act. 

By Mr. KENNEDY (for himself. 
Mr. JAVITS; Mr. CRANSTON, Mr. 
HATHAWAY, Mr. PELL, Mr. RAN­
DOLPH, and Mr. STAFFORD): 

S. 1282. A bill to amend the Public 
Health Service Act to provide for aNa­
tional Center for Clinical Pharmacology. 
to provide support for the study of clini­
cal pharmacology and clinical pharmacy, 
and to provide for review of drug pre­
scribing; and to amend the Federal Food, 
Drug, and Cosmetic Act to provide for 
additional regulation of drug promotions, 
to provide for recordkeeping and report­
ing for all drugs, to provide for certifica­
tion of programs respecting manufac­
turers' representatives, to provide for the 
submission of data relating to thera­
peutic equivalence of drugs, to provide 
for· the certification of certain drugs, to 
provide for a national drug compendium. 
to provide additional drug information to 
consumers. to establish a code system for 
the identification of all drugs and for 
other purposes. Referred to the Commit­
tee on Labor and Public Welfare. 

DRUG UTILIZATION IMPROVEMENT ACT 

Mr. KENNEDY. Mr. President. I am 
pleased to introduce on behalf of myself 
and Senators JAVITS, CRANSTON, HATHA­
WAY, PELL, RANDOLPH, and STAFFORD, the 
Drug Utilization and Improvement Act 
of 1975. 

It is more than 10 years since the Con­
gress enacted the landmark Kefauver­
Harris drug amendments which gave the 
Food and Drug Administration the au­
thority to require proof of safety and ef­
fectiveness of prescription drugs before 
they are marketed. That landmark legis­
lation has had a profound impact on our 
medical care system. It has significantly 
affected the practices of the pharmaceu­
tical industry impacting on their adver­
tising. marketing and promotional activ­
ities as well as on the process of new drug 
research and development. There is no 
question that the standards imposed by 
that legislation have made the United 
States preeminent in the world with 
respect to the safety and effectiveness of 
its pharmaceutical products. 

All legislation deserves periodic review 
and evaluation. For the past year the 
Senate Health Subcommittee has been 
conducting a series of investigative and 
legislative hearings into the pharmaceu­
tical industry. These hearings continue 
at the present time and are intended to 
focus on the whole range of pharmaceu­
tical industry activities and problems. 

The fu·st phase of this subcommittee 
inquiry focused on the advertising, mar­
keting and promotional practices of the 
pharmaceutical industry. That phase was 
completed last year and S. 3441 was in­
troduced toward the end of the 93d Con­
gress. There was not enough time left 
in the session, however, for the Com­
mittee to thoroughly review and evaluate 
that legislation. I am,- therefore, rein­
troducing it today and pledge that 
prompt action on this and other drug 
legislation pending before the Health 
Subcommittee will be forthcoming in this 
session of Congress. 

· Much has been said and written about 
the problems identified by the· Health 
Subconunittee during the hearings ·on 
advertising, marketing and promotional 
practices of the pharmaceutical indus­
try. Full legislative hearings were held 
on the specifics on S. 3441 and on S. 966. 
As was the case ·with medical device leg­
islation. it is my intention to move di­
rectly to subcommittee markup of these 
pieces of legislation, at which time the 
committee will consider the numerous 
suggestions which have been made re­
Specting amendments to the bill. S. 3441 
is identical in every way to the measure 
that was introduced before the commit­
tee last year with the exception of tech­
nical and conforming changes respecting 
the life of the bill. 

The problems identified in that legis­
lation continue to be pressing medical 
problems today and deserve prompt at­
tention. 

The National Center for Clinical Phar­
macology established in title I of the 
bill is designed to fill a vast informa­
tional void with regard to prescribing 
practices and their consequences to pa­
tients. The committee heard frightening 
testimony with regard to the incidence 
and consequences of adverse drug re­
actions in the United States. It is clear 
that thousands of Americans needlessly 
die each year from adverse drug reac­
tions. Estimates before the Committee 
range -betwen 30,000 and 120,000. Esti­
mates in a Pfizer sponsored study on ad­
verse drug reactions placed the figures 
somewhat lower at 14,000 deaths-still 
a highly significant and highly woiTi­
some figure. I don't think anybody knows 
what the accurate figure is. What we 
need and need badly is information. 
What the National Center for Clinical 
Pharmacology is going to do is provide 
that information. In addition, it is going 
to assist in educating doctors to be bet­
ter trained in the use of drugs and to 
be in the best possible position to mini­
mize those drug problems that are caused 
by physician error or Ignorance. 

Hardly a month goes by without a 
significant new development indicating 
that the misuse of prescription drugs is 
a serious American health problem. It 
is a problem not only measured in terms 
of lives but in terms of dollars as welL 
Testimony before the committee indi­
cated that as much as $2 billion a year 
may be spent on treating hospitalized 
patients who suffer from adverse drug 
reactions. We have seen most recently 
where many experts feel that the oral 
anti-diabetic agents may be responsible 
for thousands of premature deaths in 
this country among ow· diabetic popu1a­
tion. 

It is time we found out the precise 
dimensions of the problem. It is time we 
found out how drugs are used in this 
country. It is time we improved the 
physician's education about the use of 
drugs in the United States. 

Title I of this legislation also requires 
that the Secretary of the Department 
of Health, Education, and Welfare de­
velop a drug experience assessment re­
port each year, which shall for the first 
time force the Govetnm.ent to take an 
active role in the effort to control im-

proper prescribing of drUgs. The legis­
lation authorizes the Secretary to ex­
periment with different ·mechanisms 
that ·may or may not prove useful in 
controlling appropriate prescribing on a 
national basis. · 

The purpose of title I is to improve 
the education ' of each member of the 
health care team about the use of drugs: 
to collect reliable national data on the 
way drugs are used and on the extent of 
the problems caused by drug misuse: to 
develop mechanisms to monitor the on­
going use of drugs; and to improve the 
use of those drugs. 

The Senate Health Subcommittee 
hearings last year on the promotional 
practices of the pharmaceutical indus­
try uncovered some significant abuses. 
Many of these abuses have been acknowl­
edged by the industry itself and to its 
credit many voluntary steps have been 
taken to correct the situation; I believe 
these voluntary steps are too little and 
too late. This legislation would prohibit 
the giving of any gift product, premium, 
prize, or other thing of value to a peysi~ 
cian or pharmacist by the drug compa­
nies. This kind of promotional activity 
can have no purpose other than the im­
proper influence of physician prescribing 
habits. 

The size of a premium or gift should 
have no relevance to the · physician•s 
decision as to which drug to prescribe. 

Testimony before the committee indi­
cated that over 2 billion free samples 
were given out in 1973. The purpose of 
this gigantic giveaway was to influence 
physician prescribing practices. These 
samples were then misused by both 
physicians and pharmacists in too many 
instances. This legislation would prohibit 
the unsolieited distribution of samples 
and require that sampling be limited to 
the ful:ftttment of written requests by 
physicians. Physicians will still be able 
to get samples, but they will have to 
request a specifie number and will have 
to outline the intended use of the drug. 
Only a few uses will justify the receipt 
of samples. These include clinical re .. 
search and the treatment of medically 
indigent patients. 

Some of the greatest abuses in the 
area of pharmaceutical promotion center 
around the role of industry detail men. 
Convincing testimony presented before 
the committee indicating that detail 
men emphasized the positive features of 
drugs and minimized side effects; spent 
a limited amount of time with each 
physician; and rarely offered compara­
tive prescribing information. This legis­
lation would require that all industry 
detail men undergo a period of approved 
training followed by a registration pro­
cedure. It also requires that each en .. 
counter between a detail man and phy­
sician consist in part of the presenta­
tion of a card by the detail men to the 
physician summarizing the uses of the 
drug under discussion, the contraindi­
cations, the side effects, the warnings and 
cautions. Also required is a signed state­
ment by the practitioner that he has 
received this information as part of the 
detail men's presentation. 

The purpose of this section is to curb 
the abuses in the promotional practices 
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of the pharmaceutical industry. The 
basis for the physician's decision to pre­
scribe a drug should be scientific. The 
physician should have access to relevant 
data and comparative pt·escribing infor­
mation. He should not make his decision 
on the basis of modern advertising tech­
niques. The purpose of title n of this 
legislation is to reduce his exposure to 
such techniques and to substitute for it, 
to the maximum possible extent, a sub­
stantive presentation of valid compara­
tive scientific information. 

Along these lines the legislation also 
provides for the development of the 
National Drug Compendium. Such a 
compendium is intended to be a compre­
hensive reference document for all phy­
sicians, containing all the pertinent in­
formation on any particular drug, com­
parative prescribing information and 
price information. I believe that such a 
compendium would fill the very real in­
formational void into which the ques­
tionable pharmaceutical industry adver­
tising, marketing and promotional 
practices cun·ently expand. 

The major features of this legislation 
are summarized in the appendix to this 
statement. And I ask unanimous con­
sent that the full text of that appendix 
be printed in the RECORD at the con­
clusion of my remarks. 

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

<See exhibit 1.) 
Ml.·. KENNEDY. Mr. President, the 

subcommittee's inquiry into the pharma­
ceutical industry does not end with the 
subject matter covered in this legisla­
tion. This legislation merely reflect-s the 
record developed as part of the look 
into the advertising, marketing, and pro­
motional practices of the industry. The 
subcommittee is now focusing on the 
process of new drug research and de­
velopment. It is looking at the role of 
the Food and Drug Administration in 
regulating that process. Part of that 
effort involves an evaluation of the 1962 
drug amendments. 

The subcommittee reCDgnizes the need 
to assure a productive research com­
ponent in the pharmaceutical industry. 
It also recognizes the equal need of 
assuring tt..at drug products be shown 
to be safe and effective before being 
marketed. It is the interrelationship of 
these two concerns and their effects on 
one another on which the subcommittee 
is now focusing. I expect additional legis­
lation to be forthcoming as this phase 
goes forward. 

Mr. President, I believe the Health 
Subcommittee has established a compre­
hensive record demonstrating the need 
for the legislation which I am intro­
ducing today. I know that my colleagues 
share my commitment that this legis­
lation will receive prompt and thorough 
attention. 

[ExHmiT 1] 
TITLE I 

This title establishes a. National Center for 
Clinical Pharmacology which will be located 
in the Secretary's Office and wUl: 

(a) Provide support for the teaching of 
clinical pharmacology to all health science 
students. 

(b) Provide support for continuing educa-

tion of health pl'ofessionals in clinical 
phru·macology. 

(c) Support the training of specialists in 
clinical pharmacology and clinical pharmacy. 

(d) Collect drug experience data including 
information on adverse drug reactions, their 
extent, causes, etc. 

(e) A comprehensive st udy, including pilot 
projects, of alternat ives designed to improve 
t he use of prescription drugs, including pilot 
projects. as necessary, in: drug utilization 
review; the development of a national formu­
lary; the development of new ways of de­
tailing drugs by individuals not affiliated 
with manufacturers; etc. 

(f) A study of the feasibility and effect 
of developing a system of controls over pre­
scription drugs-t o see if some drugs should 
be restricted t o hospit al use or specialist 
use. ete. 

(g) The development of a d~ug safety as­
surance plan to reduce improper prescrib­
ing-to be updated annually. 

(h) The mandating of drug utiUzation re­
view for all health care delivery funded un­
der this Act. 

(i) Costs of Tit le I: 
Fiscal year 1976, $11 million . 
Fiscal year 1977, $16 million. 
TITLE II-PROMOTIONAL PRACTICES 
(a) B-ans gifts, products, premiums. prizes, 

or other things o! value to pr-actitioners and 
pharmacists. 

(b) Allows for educat ional material to be 
distl·ibuted. 

(c) Bans samples except upon written J;e­
quest of practitioner licensed to prescribe 
drugs. Requires the practitioner to identify 
-:.he reason for samples. Only two reasons are 
permissible-for indigent patients and for 
clinical research. Requires practitioners and 
companies to keep records of each sample. 

(d) Bans prescription surveys. 
(e) Bans reminder advertisements with ex­

ceptions for catalogs, price lists, etc. 
(f) Requires detailmen to complete train­

ing course offered in schools of pharmacy, 
medicine, or other approved health sci­
ence schools. Content of courses must be ap­
proved by FDA. Requires detailmen to de­
liver a card to physician on each encounter 
which summarizes indications, contraindl­
cations, side effects, warnings and cautions. 

TITLE III-DRUG QUALITY 
(a) Requires companies to furnish proof 

of therapeutic equivalence (including bio­
equivalence and bioavailabllity). 

(b) Gives Secretary's authority to re­
quire batch testing of any drug when neces­
sary to protect the public health and safety. 

(c) Expands Secretary's authority to re­
quire recordkeeping. 

TITLE IV-NATIONAL DRUG 
COMPENDIUM 

(a) Requil·es the Secretary to prepare and 
publish a compendium of all approved drugs, 
and price information. 

(b) Requires aiTangement of drugs by 
therapeutic classification and other classi­
fications a.s determined by the Secretary. 

(c) To be sent free to all practitioners. 
Supported with Federal funds. 

TITLE V-cONSUMER DRUG 
INFORMATION 

(a) Requires established (generic) name 
on all labels. 

(b) Establishes a uniform code or system 
of coding to identify manufacturer, identity 
of the drug, identity of final package, dosage 
form and strength and number of units in 
the container. 

(c) Requires pharmacies to post prescrip­
tion drug prices as determined in regUlations 
by the Secretary. 

Mr. HA THA WAY. Mr. President, I am 
pleased to join with the Senator from 

Massachusetts, Mr. KENNEDY, in spon­
soring the proposed Drug Utilization Im­
provement Act. I am in support of the 
bill's provisions dealing with continuing 
education of health professionals in 
clinical pharmacology; I support the sec­
tions of the bill banning certain promo­
tional practices, and the provisions on 
drug quality and a compendium of drugs. 
However. I wish to state for the record 
that I have reservations 1·egarding pro­
visions in title V requiring price posting 
of prescription drugs. This provision has 
caused a gt·eat deal of concern within 
the Maine Pharmaceutical Association, 
particularly among pharmacists in the 
more rural areas of the State. There­
fore, if further study of the possible im­
pact of this section warrants it, I will 
offer modifications to this sectiou as the 
Labor and Public Welfare Committee 
considers this bill. 

Mr. JA VITS. Mr. President, I am 
pleased to join in introducing with Sena­
tor KENNEDY and Senators STAFFORD, 
CRANSTON, PELL, HATHAWAY, and ·RAN­
DOLPH the Drug Utilization and Improve­
ment Act of 1975. 

The bill is identical to the measure we 
introduced in the 93d Congress upon 
which there have been extensive hear­
ings. 

The bill does not incorporate any of 
the legislative 1·ecommendations made to 
the committee during the hearing 
process. However, this is not intended to 
indicate that any or all of such recom­
mendations have been rejected. Rather, 
I join in introducing the bill to highlight 
the need for the Labor and Public Wel­
fare Committee, of which I am ranking 
minority member, to consider promptly 
such legislative recommendations to­
gether with the provisions of the bill. 

Whatever the incidence of adverse 
drug reactions in the United States one 
thing is certain, the cun·ent estimates of 
the magnitude and cost of the adverse 
drug reaction problem are derived from 
an inappropriate data base and no statis­
tically valid estimates can be obtained 
from such information. Thus, it is clear 
that there is an urgent need for a Na­
tional Center for Clinical Pharmacology 
as established by title I of the bill. 

The purpose of title I is to improve the 
education of each member of the health 
care team about the use of drugs; to col­
lect reliable national data on the way 
drugs are used and on the extent of the 
problems caused by cb.·ug misuse; to de­
velop mechanisms to monitor the ongoing 
use of drugs; and to improve to the maxi­
mum extent feasible the use of such 
cb.·ugs. 

Title n of the bill seeks to curb the 
abuses in the promotional practices with 
respect to drug sales and prescribing­
well documented by the hearing record. 
The physician's decision to prescribe a 
cb.·ug should be based on scientific evi­
dence, with access to all relevant data 
and comparative prescribing informa­
tion. The provisions of title II seek to 
reduce exposure to improper marketing 
techniques and to substitute in lieu there­
of, to the maximum possible extent, a 
substantive presentation of valid, com­
parative, scientific information. 

. 
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By Mr. BURDICK (by request>: 

s. 1283. A bill to improve Judicial ma.­
chinery by further deflntng the Jurisdic• 
tion of U.S. magistrates and for other 
purposes. Referred to the Committee on 
the Judiciary. 

Mr. BURDICK. Mr. President, I am 
today introducing at the request of the 
Judicial Conference of the United 
States, s. 1283, a bill to improve judicial 
machinery by further defining the juris­
diction of U.S. magistrates. 

When the Congress enacted the Mag­
istrates Act in 1967, it created a system 
of full-time and part-time judicial of­
ficers who would perform various judi­
cial duties under the supervision of the 
district courts in order to assist the 
judges of these com·ts in handling an 
ever-increasing caseload. 

In the last Congress, the Judiciary 
Subcommittee on Improvements in Judi­
cial Machinery, held 17 days of hearings, 
during which extensive inquiry was made 
into the caseload of Federal district 
courts. During these hearings the chief 
judges of 44 of the Federal judicial dis­
tricts personally appeared and testified 
before the subcommittee. The vast ma­
jority of the chief judges who testified 
stated that the magistrates were of as­
sistance to the court in handling certain 
preliminary matters in both civil and 
criminal cases, and were of greatest as­
sistance in handling petitions for the is­
suance of a writ of habeas corpus made 
by both, State and Federal prisoners in 
an effort to obtain a collateral review 
of the original conviction. A few of the 
districts courts which had not made ex­
tensive use of the services of the 
magistrates were encouraged to do so 
as a means of freeing time of district 
court judges to preside at trials of other 
cases. 

In several of the districts, the majority 
of the judges of the court authorized 
magistrates to hold evidentiary hearings 
in habeas corpus cases and to submit to 
a judge of the court recommended find­
ings of fact and conclusions of law dis­
positive of the petition for a writ of 
habeas corpus. The recommendations of 
the magistrate would be reviewed by the 
judge who would then exercise the ulti­
mate authority to issue an appropriate 
order. 

However, on June 26, 1974, in the case 
of Wingo v. Wedding. 418 U.S. 461, the 
Supreme Court of the United States in­
terpreted section 636(b) of title 28 of the 
u.s. Code, as authorizing the magistrate 
to make merely a "preliminary review" 
of a prisoner petition and expressly held 
that the statutory language did not ex­
press any intent by Congress that the 
magistrate be authorized to hold an evi­
dentiary hearing in a habeas corpus pro­
ceeding. 

In a dissenting opinion, the Chief Jus­
tice and Justice White dissented on the 
basis that section 636(b) "should be in­
terpreted to permit magistrates to con­
duct evidentiary hearings in Federal ha­
beas corpus cases," since such an inter­
pretation would serve the principal ob­
jectives of the Magistrates Act. The dis­
senting opinion concluded with the fol­
lowing statement: 

In any event, now that the Court has con­
strued the Magistrates Act contrary to a clear 

legislative intent, U is for the Congress to 
act to restate its intentions if its declared 
objectives are to be carried out. 

Mr. President, the bill which I am in­
troducing would accomplish this sugges­
tion that the Magistrate Act be amended 
so as to authorize these judicial officers 
to conduct evidentiary hearings and to 
determine certain preliminary motions 
in civil and criminal cases, subject to ul­
timate review by a district judge. There 
can be no question, in the light of the 
testimony received by the judiciary sub­
committee, that the 94 district courts are 
in great need of this type of assistance 
from the magistrates. The U.S. magis­
trates when properly used to perform the 
duties authorized by the Congress have 
proven to be a valuable part of, and ad­
junct to, our judicial system. I believe 
that this legislation should be given 
prompt action by the Congress. 

By Mr. PHn..IP A. HART (for him­
self and Mr. HUGH SCOTT): 

S. 1284. A bill to improve and facili­
tate the expenditious and effective en­
forcement of the antitrust laws. Referred 
to the Committee on the Judiciary. 

Mr. PH.n,IP A. HART. Mr. President, 
over the past 186 years, the document 
protecting our personal freedoms-the 
Constitution-has acquired 25 amend­
ments. In 85 years the laws protecting 
our economic freedom-the antitrust 
laws--have been augmented really only 
five times. 

A persuasive argument could be made 
that some attention should be paid to 
bringing the antitrust laws up to date. 
That argument has been made by the 
Attorney General's Task Force Report 
in 1955; by the Neal Task Force under 
President Johnson; and by the Stigler 
Task Force under President Nixon. And 
that argument has been made over re­
cent years before the Senate Antitrust 
and Monopoly Subcommittee. And, at 
times we have considered various bills 
which would have updated the laws in a 
piecemeal fashion. 

For many reasons-the times, the 
pressure of other interests, or some­
thing-the bills have met with varying 
degrees of success. Some passed one 
House. Some were killed by vote. Some 
never got to a vote. 

But today there is a new interest in 
the antitrust laws. Pressured by inflation 
and recession together, the administra­
tion, the Department of Justice, and 
many outstanding Members of Congress 
have turned to the antitrust laws as-if 
not the savior-at least as a warrior in 
the battle. 

In my opinion-and admitting my own 
prejudice-! think this is a wise move. 
But there is no question that, if we ex­
pect the antitrust laws to carry our ban­
ner into battle, we had best inspect their 
equipment to make sure it is in the best 
order. 

Unfortunately, I do not believe it is. 
Therefo1·e, the distinguished minority 

leader (Mr. HUGH SCOTT), and I today 
introduce the Antitrust Improvements 
Act of 1975 which we think would apply 
the spit and polish to put the laws in 
order. 

Mr. President, I ask unanimous con-

sent that the text of the bill be printed 
at the conclusion of my remarks. Let me 
highlight some of the parts here. 

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

Mr. PHILIP A. HART. Title I, the 
preamble, reiterates this Nation's dedi­
cation to free, competitive enterplise as 
the best way to protect social, political. 
and economic freedom and to produce 
the best buys at the best prices. 

Title II amends the Antitrust Civil 
Process Act. Ninety percent of this title 
was incorporated in a bill submitted by 
the administration during the second 
session of last Congress. Basically, lt 
would allow the Department of Justice 
to issue antitrust civil process to indi­
viduals as well as corporations and to 
third parties. Also, currently the Anti­
trust Division is handicapped because it 
cannot obtain the information necessary 
to evaluate a merger in advance of the 
merger taking place. The present author­
ization for civil investigative demands 
allows their issuance only when a viola­
tion of law may have been committed. 
Obviously, when a merger is announced 
and not yet consummated-even if it 
would violate the antitrust laws-no vio­
lation has yet occurred. Therefore, we 
would amend the law in order to allow 
the Department to obtain in advance 
of a merger full information on which 
to decide if the merger should be chal­
lenged. 

It also permits the taking of deposi­
tions and written interrogatories as well 
as documentary evidence. Mr. President, 
I ask unanimous consent that the text 
of the April 4, 1974, letter from the At­
torney General to the Vice President be 
printed in full in the RECORD at the 
conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, is is so ordered. 
· Mr. PlULIP A. HART. Title m 

amends the Federal Trade Commission 
Act to provide increased penalties for 
not obeying FTC special orders or sub­
penas. In 1914-when establishing the 
Federal Trade .Commission---CongJ:ess 
set the penalty at $100 a day. It has not 
been changed since. This title would set 
the penalty at not more than $5,000 nor 
less than $1,000 per day. Title m also 
codifies case law respecting enforcea­
bility and enjoining of Commission com­
pulsory process and the accumulation of 
civil penalties for failure to comply with 
such process. 

Title IV is the parens patriae section. 
This permits State attorneys general to 
file antitrust actions· and to collect treble 
damages on behalf of the citizens of their 
States. A similar bill has been introduced 
on the House side and has been the sub­
ject of hearings. The provision authoriz­
ing the Attorney General to file such an 
action when a State attorney general 
does not, precipitated substantial debate 
in the House hearings. The provision is 
included in this biD in the hope of elicit­
ing fw'ther comment on the issue before 
making a final judgment of its merits. 
Particular comment also is invited on 
the notice and opting out provisions of 
the title. 

Title V 1·equires the Federal Trade 
Commission to broaden and keep 1n force 
its premerger notification reporting re-
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quirement. A 30-day notice period to the 
Commission and the Department of Jus­
tice is required. Giant corporations­
those with assets or sales of more than 
$100 million-are required to wait 60 
day when planning to merge with or 
acquire a corporation with assets of $10 
million or more. If an antitrust action 
challenging the legality of the proposed 
merger or acqusition is brought during 
this 60-day period by the Government, 
the Government is authorized to block 
the merger until its legality is determined 
by the courts. These concepts were pro­
posed in Congress in the mid-1950's. In 
fact, a similar bill passed the House in 
1956 and was reported by the Senate 
Antitrust and Monopoly Subconunittee 
but failed to clear the Senate Judiciary 
Committee. 

Mr. President, currently $1 out of every 
$4 consumers spend goes to buy 
products produced by a concentrated 
industry. Much of this concentration de­
veloped not from hardnose competition 
but from gobbling up a competitor rather 
than going out and establishing new 
competition. The Government simply has 
inadequate tools to deal with mergers be­
fore they are consummated. 

Until recently, the only method the 
Antitrust Division and Federal Trade 
Commission had to be aware of pending 
mergers or acquisitions was to read the 
general and trade press. 

In other words, if the Wall Street 
Journal missed one, so well may the 
Federal Trade Commission and the 
Antitrust Division. Under FTC's recently 
required merger notification provisions, 
it now receiv~ certain information from 
merging companies having combined 
sales or assets of at least $250 million. 
But, little can be done to prevent illegal 
mergers even upon learning of them. 

Anyone who has looked at the prob­
lems in undoing a merger knows that, if 
the merger is not to be allowed, all-the 
country and the companies-would be 
much better off if it is never born. 

Title VI would clarify the status of 
the nolo contendere plea relative to a 
private antitrust suit. As we all know, a 
plea of nolo contendere in a criminal 
action makes the defendant liable to all 
punishment that would befall him if he 
pleaded guilty-including a jail term. 
However, traditionally, a nolo plea in 
antitrust has bought escape from one 
thing: use as prima facie evidence in 
private treble damage suits that a crime 
had been committed. This bill would end 
that discrimination. 

Title VII is a miscellaneous section 
which does basically three things: First, 
the reach of the Clayton Act is extended 
to activities in or affecting commerce, 
just as the Congress broadened the 
reach of the Federal Trade Commission 
Act last year; second, expedited proce­
dures, special masters, and economic and 
other experts are provided for complex 
antitrust cases; and third, authority and 
sanctions to deal with situations involv­
ing the refusal of foreign corporations 
to comply with United States court or­
ders are vested in the Judiciary. 

Mr. President, it is my intention to 
move to hearings on this bill in the Anti­
trust and Monopoly Subcommittee as 
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.. 

soon as possible-hopefully in the next 
2 months. 

The changes are important. I think 
they are needed. And over the past 20 
years, most have been discussed in great 
depth. Extensive hearings would not be 
necessary for Congress to work its will 
on this bill. 

The aforementioned article follows: 
s. 1284 

Be it enacted by the Senate and House 
of Representatives of the United State.s of 
America in Congress assembled, 

SHORT TITLE 

SEC. 101. This Act may be cited as the 
"Antitrust Improvements Act of 1975". 

TITLE I-DECLARATION OF POLICY 
SEc. 102. (a) Flli."'DINGS.-The Congress finds 

and declares that-
(1) this Nation is founded upon and com­

mitted to a private enterprise system and a 
free market economy, in the belief that com­
petition spurs innovation, promotes produc­
tivity, prevents the undue concentration of 
economic, social, and political power, and 
preserves a democratic society; 

(2) the decline of competition in industries 
in which .oligopoly or monopoly powel' exists, 
and the decline of competition caused by 
State and Federal regulatory policies, have 
contributed significantly to unemployment, 
inflation. inefficiency, \mderutmzation of 
economic capacity, a reduction in exports, 
and an ad Terse effect on the balance of 
payments; 

(3) diminished competition and increased 
concentration in the marketplace have been 
important factors in the ineffectiveness of 
monetary and fiscal policies in reducing the 
high rates of inflation and unemployment; 

(4) the near record Tates of inflation and 
unemployment have caused extreme hardship 
and dislocation to the American consumer, 
worker, farmer, and businessman; 

(5) investigations by the Federal Trade 
Commission, the Department of Justice, the 
National Commission on Food Marketing, and 
other independent studies have identified 
conditions of excessive concentration and 
anticompetltive behavior in various indus­
tries; and 

(6) vigorous and effective enforcement of 
the antitrust laws, and reduction of monopoly 
and oligopoly power in the economy, can 
contribute significantly to reducing prices, 
unemployment, and infiation. 

(b) PoLICY.-It is the purpose of the Con­
gress in this Act to support and invigorate 
effective and expeditious enforcement of 
the antitrust laws by improving and mod­
ernizing antitrust investigation and enforce­
ment mechanisms, to facilitate the restora­
tion and maintenance of competition in the 
marketplace, and to prevent and eliminate 
monopoly and oligopoly power in the econ­
omy. 

TITLE II-ANTITRUST CIVIL PROCESS 
ACT AMENDMENTS 

SEc. 201. The Antitrust Civil Process Act 
(76 Stat. 548; 15 U.S.C. 1311) is amended a.s 
follows: 

(a) Clause (c) of section 2 is amended to 
read as follows: 

''(c) The term 'antitrust investigation' 
means any inquiry conducted by any anti­
trust investigator for the purpose of ascer­
taining whether any person is engaged, has 
been engaged, or is about to engage in any 
antitrust violation or in any activities which 
may lead to any antitrust violation;". 

(b) Clause (f) of section 2 is amended by 
striking out the words "not a natural per­
son", by inserting immediately after the 
word "means" the words "any natural per­
son or", and by inserting immediately after 
the word "entity'• the words ",including any­
body acting or purporting to act under color 
or authority of State law··. 

(c) Subsection (a) of section 3 is amended 
to read as follows: 

"(a) Whenever the Attorney General, or the 
Assistant Attorney General in charge of the 
Antitrust Division of the Department of 
Justice, has reason to believe that any per­
son may be in possession, custody, or control 
of, or may have reasonable means of access 
to, any documentary material, or may have 
or may reasonably be able to secure any in­
formation, relevant to the subject matter of 
a civil antitrust investigation, he may, prior 
to the institution of a civil or criminal pro­
ceeding thereon, issue in writing, and cause 
to be served upon such person, a civil in­
vestigative demand requiring such person 
to produce such documentary material for 
examination or to answer in writing writ­
ten inteiTogatories concerning such informa­
tion, or to give oral testimony concerning it, 
or to furnish any combination thereof.". 

(d) Subsection (b) of section 3 is amend­
ed to read as follows: 

"(b) Each such demand shall-
" ( 1) state the nature of the conduct con­

stituting the alleged. antitrust vi<>lation 
which is under investigation and the provi· 
sion of law applicable thereto; and 

"(2) (A) if it is a demand for production 
of documentary mater1al-

.. (i) describe the class or classes of doc­
umentary material to be produced there· 
under, With such definiteness and certaint1 
as to permit such material to be fairly identi­
fied; and 

"(ii) prescribe a return date or dates which 
will provide a reasonable period of time 
within which the material so demanded. may 
be assembled and made available for in­
spection and C<>pying or reproduction; and. 

"(iil) identify the antitrust investigator 
who will be the custodian to whom such ma­
terial shall be made available; or 

"(B) if it is a demand for answers to Wl'it­
ten inteiTogatories--

"(i) identify the antitntst investigator to 
whom such answers shall be made; and 

"(li) propound the written interrogatories 
to be answered; and 

"(iil) prescribe a date or dates at which 
time answers to the written interrogatories 
shall be made; or 

"(C) if it is a demand for the giving of 
oral testimony-

"(!) prescribe a date, time, and place at 
which oral testimony shall be commenced; 
and 

"(11) identify the antitrust investigator or 
investigators who shall conduct the examina­
tion.". 

(e) Subsection (c) of section 3 is amend­
ed to read as follows: 

" (c) Such demand shall-
" ( 1) not require the production of any 

information that would be privileged from 
disclosure if demanded by, or pursuant to, a 
subpoena issued by a court of the United 
States in aid of .a grand jury investigation of 
such alleged antitrust 'ltiolation; and 

"(2) (A) if it is a demand for production 
of documentary material, not contain any 
requirement which would be held to be un­
reasonable if contained in a subpena duces 
tecum issued by a court of the United States 
in aid of a grand jury investigation of such 
alleged antitrust violation; or 

"(B) if it is a demand for answers to writ­
ten interrogatories, not impose an undue or 
oppressive burden on the person required 
to furnish answers.". 

(f) Subsection (f) of section 3 is re­
designated subsection {h) and the folloWing 
new subsections are inserted immediately 
following subsection (e): 

"(f) Service of any such demand or of any 
petition filed under section 5 of this Act may 
be made upon any natural person by-

"(1) delivering a duly executed copy there­
of to the person to be served; or 

"(2) depositing such copy in the United 
States mails, by registered or certified mail 
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duly addressed to such person at his resi­
dence or principal office or place of business. 

"(g) Service of any such demand or of any 
petition :filed under section 5 of this Act 
may be made upon any person who appears 
to the Attorney General, or the Assistant 
Attorney General in charge of the Antitrust 
Division of t he Depart ment of Justice, not 
to be found within the territorial jurisdic­
t ion of the United States, in such manner 
as t he Federal Rules of Civil Procedure 
prescribe for service in a foreign country. If 
such person has had contacts with the United 
St ates that were sufficient to, or if the con­
duct of such person has so affected the trade 
and commerce of the United States as to, 
permit the courts of the United States to 
assert jurisdiction over such person con­
sistent with due process, the United States 
District Court for the District of Columbia 
shall have the same jurisdiction to take any 
action respecting compliance with this Act by 
such person that it would have if such per­
son were personally within the jurisdiction of 
suchcourt.". · 

(g) Section 3 is further amended by insert­
ing the following new subsections imme­
diately after redesignated subsection (h): 
· " (i) The production of documentary ma­
terial in response to a demand for produc­
tion thereof shall be made under a sworn 
certlflcate, in such form as the demand 
designates (by a person or persons having 
knowledge of the facts and circumstances 
relating to such production, to the effect 
that all of the documentary material 
described by the demand which is in the 
possession, custody, or control of the person 
to whom the demand is directed, or to which 
he or it has reasonable access, has been 
produced and made available to the cus­
todian. 

"(j) Each interrogatory in a demand served 
pursuant to this section shall be answered 
separately and fully in writing under oath, 
by a person or persons having knowledge of 
the subject matter thereof, and it shall be 
submitted under a sworn certlflcate, in such 
form as the demand designates, to the effect 
that all information required by the demand 
which is in the possession of the person to 
whom the demand is directed, or to which he 
or it has reasonable access, has been 
furnished. 

"(k) (1) The examination of any person 
pursuant to a demand for oral testimony 
served under this section shall be taken 
before an officer authorized to administer 
oaths and affirmations by the laws of the 
United States or of the place where the 
examination is held. The officer before whom 
the testimony is to be taken shall put the 
witness on oath or atfu·mation and shall 
personally, or by someone acting under his 
direction and in his presence, record the 
testimony of the witness. The testimony shall 
be taken stenographically and transcribed. 
Upon certification the officer before whom the 
testimony is taken shall promptly transmit 
the transcript of the testimony to the 
possession of the antit1·ust investigator or 
investigators conducting the examination. 
The antitrust investigator or investigators 
conducting the examination may exclude 
from the place where the examination is held 
all persons other than the person being 
examined, hLs counsel, the officer before 
whom the testimony ls to be taken, and any 
stenographer taking said testimony. The pro­
visions of the Act of March 3, 1913 (Ch. 114, 
37 Stat. 731; 15 U.S.C. 30) shall not apply 
to such examinations. 

"(2) The oral testimony of any person 
taken pursuant to a demand served under 
this section shall be taken in the judicial 
district of the United States within which 
such person resides, is found, or transacts 
business, or in such other place as may be 
agreed upon between the antitrust investi­
gator or Investigators conducting the ex­
amination and such person. 

"(3) Any person compelled to appear un­
der a demand for oral testimony pursuant 
to this section may be accompanied by coun­
sel. For any purposes other than those set 
forth in this paragraph, such person shall 
not refuse to answer any question, nor by 
himself or thorugh counsel interrupt the 
examination by making objections or state­
ments on the record. Such person or counsel 
may object on the record, briefly stating the 
reason therefor, whenever it is claimed that 
such person is entitled to refuse to answer 
on grounds of privilege or other lawful 
grounds. If such person refuses to answer 
any question on the grounds of privilege 
against self-incrimina.tion, the testimony of 
such person may be compelled in accordance 
with the provisions of part V of title 18, 
United States Code. If such person refuses 
to answer any question, the antitrust in­
vestigator or investigators conducting the 
examination may request the district court 
of the United States for the judicial district 
within which the examination is conducted 
to order such person to answer, in the same 
manner as if such person had refused to 
answer such question after having been 
subpenaed to testify thereto before a grand 
Jury, and upon diBobedience to any such 
order of such court, such court may punish 
such person for contempt thereof. 

"(4) Upon completion of the examination, 
any person examined under a demand for 
oral testimony may clarify or complete an­
swers otherwise equivocal or incomplet-e on 
the record. 

"(1) The antitrust investigation procedures 
specified in this section shall be deemed 
within the scope of sections 371 and 1001, 
title 18, United States Code, and such sec­
tions shall be applicable to any written or 
oral statement, or other act or omission, made 
or done in the course of such antitrust 
investigation procedures." 

(h) Subsection (b) of section 4 is amended 
by inserting in the :first sentence immedi• 
ately after the word "demand", :first appear­
ance, the words "for the production of docu­
ments", and by amending the second sen­
tence to read as follows: "Such person may 
upon written agreement between such per­
son and the custodian substitute true copies 
for originals of all or any part of such mate­
rial.". 

(i) Subsection (c) of section 4 is amended 
by inserting in the :first sentence immedi­
ately afte1· the word "material" the words 
"described in subsection (b) (2) of section 
3", and by inserting in the fourth sentence 
immediately before the word "documentary" 
the word "such". 

(j) Subsection (d) of section 4 is amended 
to read as follows: 

"(d) (1) Whenever any attorney of the 
Antitrust Division of the Department of 
Justice has been designated to appear before 
any court, grand jury, or Federal administra­
tive or regulatory agency in any case or pro­
ceeding or to conduct any antitrust investi­
gation, the antitrust investigator or investi­
gators having custody and control of any 
documentary material described in subsec­
tion (b) (2) of section 3, interrogatories 
served pursuant to this Act and answers 
thereto, or transcript of oral testimony taken 
pursuant to this Act may deliver to such 
attorney such documentary material, inter­
rogatories and answers thereto, or transcript 
of oral testimony for use in connection with 
any such ~ase, proceeding or investigation as 
such attorney determines to be required. 
Upon the completion of any such case, pro­
ceeding, or investigation such attorney shall 
return to the antitrust investigator or in­
vestigators any such materials so delivered 
and not having passed into the control of 
such court, grand jury, or agency through 
the introduction thereof into the record ot 
such case or proceeding. 

"(2) The Antitrust Division, while partici­
pat ing in any Federal administrative or regu-

1atory agency proceeding, may employ the 
e.uthority granted by this Act to obtain in­
formation or evidence for use in such pro­
ceeding.". 

(k) Subsection (e) of section 4 is amended 
to read as follows: 

"(e) Upon the completion of (1) the anti­
trust investigation for which any documen­
tary material described in subsection (b) (2) 
of section 3 of this Act was produced, and 
(2) any such case or proceeding, the custo­
dian shall return to the person who pro­
duced such material all such material (other 
than copies thereof furnished to the custo­
dian pursuant to subsection (b) of this sec­
tion or made by the Department of Justice 
pursuant to subsection (c) of this section) 
which has not passed into the control of any 
court, grand jury, or federal administrative 
or regulatory agency through t.he introduc­
tion thereof int o the record of such case or 
proceeding.". 

(1) Subsection (f) of section 4 is amended 
to read as follows: 

"(f) When any documentary material has 
been produced by any person under a de­
mand described in subsection (b) (2) of sec­
tion 3 of this Act, and no case or proceeding 
as to which the documents are usable had 
been instituted and is pending or has been 
instituted within a reasonable time after 
completion of the examination and analysis 
of au evidence assembled in the course of 
such investigation, such person shall be en­
titled, upon written demand made upon the 
Attorney General or upon the Assistant At­
torney General in charge of the Antitrust 
Division, to the return of all such documen­
tary mate1ial (other than copies the1·eof fur­
nished to the custodian pursuant to subsec­
tion (b) of this section or made by the De­
partment of Justice pursuant to subsection 
(c) of this section) so produced by such per-
son.". 

(m) Subsection (g) of section 4is amended 
to read as follows: 

"(g) In the event of the death, disability, 
. or separation from service in the Depart­
ment of Justice of the custodian of any 
documentary material produced under a de­
mand for production described in subsection 
(b) (2) of section 3 of this Act or the anti­
trust investigator having possession of an­
swers in writing to written interrogatories 
or the transcript of any oral testimony pro­
duced under any demand issued under this 
Act, or the official relief of such custodian 
or antitrust investigator from responsibility 
for the custody and control of such material 
the Assistant Attorney General in charge of 
the Antitrust Division shall promptly ( 1) 
designate another antitrust investigator to 
serve as custodian of such documentary 
mat-erial or to maintain possession of such 
answers to interrogatories or such transcript 
of oral testimony, and (2) transmit in writing 
to the person who submitted the documen­
tary material produced under a demand for 
production described in subsection (b) (2) of 
section 3 of this Act, notice as to the iden­
tity and address of the successor so desig­
nated. Any successor designated under this 
subsection shall have with regard to such 
materials all duties and responsibilities im­
posed by this Act upon his predecessor in 
office with regard thereto, except that he 
shall not be held responsible for any default 
or dereliction which occurred before his des­
ignation.". 

(n) Subsection (a) of section 5 is amended 
by striking out all the words following the 
word "Act", and by striking out the comma 
after the word "Act" and inserting in lieu 
thereof a period. 

(o) The :first sentence of subsection (b) 
of Section 5 is amended to read as follows: 

"(b) Within twenty days after the service 
of any such demand upon any person, or at 
any time before the compliance date specified 
in the demand, whichever period ts shorter, 
or within such period exceeding twenty days 
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after service or in excess of such compliance 
date as may be prescribed in writing, subse­
quent to service, by an antitrust Investigator 
named in the demand, such person may file, 
in the district court of the United States for 
the judicial district within which such per­
son resides, is found, or transacts business, 
and serve upon the antitrust investigator or 
investigators named in the demand a petition 
for an order of such court modifying or 
setting a.sicle such demand.". 

(p) The second sentence of subsection (b) 
of section 5 is amended by striking out the 
final period and inserting a colon in lieu 
thereof, and by inserting immediately after 
the colon the words: Provided, however, That 
such person shall promptly comply with such 
portions of the demand not sought to be 
modified or set aside.". 

( q) Subsection (b) of section 5 is amended 
by inserting the following sentence at the 
end thereof: "Any such ground not specified 
in such a petition shall be deemed waived 
unless good cause is shown for the failure 
to assert it in such a petition.". 

(r) Subsection (a) of section 6 as amended 
by inserting in the third "whoever" para­
graph between the words "any" and "docu­
mentary" the words "any oral or written in­
formation or", and by inserting between the 
third and fourth "whoever" paragraphs the 
following: 

"Whoever knowingly and willfully with­
holds, falsifies, or misrepresents, or by any 
trick. fraud. scheme, or device conceals or 
covers up, a material part of any oral or writ­
ten information or documentary material 
which is the subject of a demand pursuant 
to the Antitrust Civil Process Act, or at­
tempts to or s~>licits another to d1> so; or". 

SEC. 202. The provisions of this title shall 
be effective on the date of enactment of this 
Act, and may be emproyed in respect of acts. 
practices, and conduct that occurred prior 
to the date of enactment thereof. 
TITLE m-PEDERAL TRADE COMMISSION 

ACT AMENDMENTS 
SEc. 301. Section 10 of the Federal Trade 

Commission Act (88 Stat. 724; 15 U.S.C. 50) 
is amended as follows: 

(a) The first sentence of the third para­
graph fs amended to read as follows: 

••If any person, partnership, or corporation 
required by this Act to file any annual or 
special report or to obey any subpoena shall 
fall so to do within the time fixed by the 
commission for filing or obeying the same, 
and such 1'ailure shall continue for fifteen 
days after notice of such default, the person, 
partnership, or corporation shall forfeit and 
pay to the United States a civil penalty of 
not less than $1,000 nor more than $5,000 as 
the court may determine, for each and every 
day of the continuance of such failure. Such 
forfeiture shall be payable into the Treasury 
of the United States, and shall be recover­
able in a civll suit in the name of the Com­
miSsion, brought in the case of a corporation 
or partnership, in the district where the cor­
poration or partnership has its principal of­
fice or in any district in which it shall do 
business. and. in the case of any other per­
son, in the district where such person resides 
or has his principal place of business.". 

(b) Immediately following the third para­
graph, insert the following new paragraph: 

••No action to stay accumulation of any of 
the penal ties provided by the preceding para­
graph of this section or to enjoin the Com­
mission or the United States from enforce­
ment of any subpoena or any Commission 
order to file any annual or special report may 
be commenced until after the service of a 
notice of default by the Commission as pro­
vided in the preceding paragraph. No court 
shall issue any order staying the accumula­
tion of such penalties unless the party seek­
ing suo:p. relief shall have first demonstrated: 

"(1) a substantiaJ. probability o! ultl:mate 
success on the merits; 

"{2) that such party will be irreparably 

injured unless ·the accumulation of such 
penalties is stayed; and 

•'(3) that the equities clearly favor such 
stay. 
No court shall Issue a.n order enjoining 
the Commission or the Unlted States from 
enforcement of any subpoena or any order 
to file an annual or special report unless the 
plaintiff shall have first demonstrated: 

.. (1) that such subpoena or order to file a 
special or annual report is unduly burden­
some; or 

.. (2) t-hat the information sought by such 
subpoena or order to file a special or an­
nual report is not reasonably relevant to 
the inquiry being conducted by the Com­
mission. 
The Commission shall have authority to de­
termine its own jurisdiction to conduct in­
vestigations or to adjudicate complaints in 
the first instance, unless such investigation 
or adjudication is expressly prohibited by this 
Act.". 

TITLE IV-PARENS PATRIAE 
SEc. 401. The Act entitled .. An Act to sup­

plement existing laws against unlawful re­
straints and monopolies, and for other pur­
poses", approved October 15, 1914 (38 Stat. 
730; 15 u.s.a. 12), is amended by inserting 
immediately following section 4B the follow­
ing new sections: 

"SEc. 4C. (a) Any attorney general of a 
State may bring a civll action in the name of 
such State in the district courts of the United 
States under section 4 or 16, or both, of this 
Act, and such State shall be entitled tore­
cover damages and secure other relief as 
provided in such sections--

.. (1) as parens patriae of the persons re­
siding in that State, with respect to dam­
ages sustainecl by such persons, or alterna­
tively, if the court finds in Its discretion that 
the interests of justice so require, as a repre­
sentative of a class or classes consisting of 
persons residing in that State, who have been 
damaged; or 

••(2) as parens patriae, with respect to 
damages to the general economy of that 
State or any political subdivision thereof: 
Provided, That such damages shall not be 
duplicative of those recoverable under para­
graph ( 1) of this subsection; or 

"(3) on behalf of any or all political sub• 
divisions of that State with respect to dam­
ages sustained by such political subdivi­
sions. 

"(b) (1) Whenever the attorney general of 
a State institutes an action pursuant to 
paragraph (a) ( 1) of this section, he shall 
within thirty days thereafter cause notice 
thereof to be published in the manner pre­
scribed by State statute or rule of court for 
publication of legal notice in such State, or, 
in the absence of an applicable State statute 
or rule of court, in such manner as the dis­
trict court shall by general rule prescribe. 
No further publication or notice shall be re­
quired in respect to such actions. 

•'{2) Any person may exclude from an ac­
tion instituted pursuant in paragraph (a) 
( 1) of this section his or its claim for relief 
in respect of the subject matter of such ac­
tion, by filing a statement to such effect with 
the court in which such action has been 
instituted. Such statement shall be filed 
within thirty days after publication of notice 
required by paragraph ( 1) of this subsec­
tion, in such form as the district court shall 
by general rule prescribe. The claims of only 
those persons filing such statements shall be 
excluded from such action. The claims for 
reUef in respect of such subject matter of 
all other persons residing in such State shall 
be included in such action, and the final 
judgment in such action shall be res judicata 
as to such claims. 

"(c) In any action under ~ubsection (a) 
of this section, the State-

"(1) may ·recover the aggregate damages 
sustained by the persons or political subdi .. 
visions on whose behalf the State sues with-

out separately proving the individual clall:il8 
of each such person or political subdivision; 
and pro~>f of such damages shall be per­
mitted on the basis o1' any or all of the 
following: 

"(A) statistical or sampling methods; 
••(B) the pro rata allocation of-
" ( i) illegal overcharges, or 
" ( ii) excess profits-

to sales occurring within the State; or 
.. (C) such other reasonable system of esti­

mating aggregate damages as the court in its 
discretion may permit; and 

"(2) shall distribute, allocate, or otherwise 
pay out of the fund so recovered either (A) 
in accordance with State law, or (B) in the 
absence of any applicable State law, as the 
district court may in its discretion author­
ize. Such distribution procedure shall atford 
each person or political subdivision on 
whose behalf the State sues a reasonable op­
portunity individually to secure the pro rata 
portion of the fund attributable to his or 
its respective claims for damages, less litiga­
tion and administrative costs, including at­
torneys' fees, before any such fund is 
escheated or used for general welfare pur­
poses. 

"SEc. 4D. (a) Whenever the Attorney Gen­
eral of the United States has brought an 
action under this Act, and he has reason to 
believe that any State attorney general 
would be entitled to bring an action based 
substantially on the same cause ·or action 
pursuant to section 4C of this Act, he shall 
promptly so notify such State attorney gen­
eral. 

"(b) U, after the ninety-day period which 
begins on the date of the m.ail1ng of any 
notification under subsection (a) of this 
section, the State attorney general fails or 
declines to bring such an action, the Attor­
ney General may himself bring such action 
in place of the State attorney general, and 
he shall thereafter be deemed parens patriae 
of the persons residing in such State for the 
purposes of such action. Such action shall 
be brought in the district in which the ac­
tion under section 4A is pending and shall 
be consolidated therewith. 

" (c) In actions brought under this sec­
tion, section 4C(c) (1) shall apply with re­
spect to proof of damages by the Attorney 
General. Subject to subsection (d) o1' this 
section, section 4C(c) (2) shall apply to any 
amounts paid to States pursuant to this 
subsection. 

"(d) With respect to any recovery of dam­
ages under this section, the Attorney Gen­
eral shall pay or cause to be paid to the 
respective States, on behalf of the persons 
residing in such States for whom he has re­
covered such damages, a pro rata share of 
the total damages recovered, after deduct­
ing therefrom, on the basis of regulations 
prescribed by the Attorney General and ap­
proved by the Comptroller General of the 
United States, litigation expenses, includ­
ing actual attorney's fees and administra­
tive costs. Any amounts so deducted shall 
be deposited in a special fund by the Attor­
ney General, and, subject to an appropria· 
tlon, used only for activities under this sec­
tion. 

"SEc. 4E. With respect to any federally 
funded State program affected by antitrust 
violations, any State shall be entitled to 
treble damages for the entire amount of 
overcharges or other damages sustained in 
connection with such a program. The At· 
torney General of the United States shall 
have the right to intervene in any such 
action, to protect the interests of the United 
States; and he shall have the power to sue 
for treble damages on behalf' of any State 
that fails or declines to bring such action 
within the ninety-day period which begins 
on the date of the mailing of notification 
!rom the Attorney · General that he believes 
cause exists for bringing such action. · The 
United States shall be entitled to secure re-

,, 
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lmbursement of it s actual expenses, if any, 
and of its equitable share of any recovery 
of damages 1.mder this section. If the United 
States brings a separate action for its dam­
ages sustained in connection with the pro­
gram, and recovers such damages, the de­
fendant in such action shall be entitled to 
set such recovery off against any amount re­
<:overed by a State in respect of the same 
damages. The provisions of sections 4C (c) 
and 4D (c) and (d) of this Act shall apply 
to any act ion and damages recovered therein 
pursuant t o this section." 

SEc. 402. (a) As used in this tit le, th e term 
"Stat e" shall include t he District of Colum­
bia, and the term "attorney general of a 
State" shall include the Corporation Col.m­
sel of the District of Columbia. 

(b) The provisions of this title shall apply 
to all civil actions filed under the antitrust 
laws, in which a State is plaintiff, that are 
pending on the date of enactment of this 
Act or that are hereafter filed, including 
those in which the cause of action accrued 
before the date of enactment of this Act. 

TITLE V-PREMERGER NOTIFICATION 
SEc. 501. The Act entitled "An Act to 

supplement eXisting laws against unlawful 
restraints and monopolies, and for other 
purposes", approved October 15, 1914 (38 
Stat. 780; 15 U.S.C. 12), is amended by adding 
a new section 28 to read as follows: 

"PREMERGER NOTIFICATION 

"SEc. 23. (a) Notwithstanding any other 
provision of law, no person or persons shall 
acquire, directly or indirectly, the whole or 
any part of the stock or other share capital 
or of the assets of another person or persons, 
if the acquiring person or persons, or the 
person or persons the stock or assets of 
which are being acquired, or both, are en­
gaged in commerce or in any act ivity affect­
ing commerce, and-

"(1) (A) the acquiring person or persons 
have total assets or annual net sales in ex­
cess of $100 million; and 

"(B) the person or persons the stock or 
assets of which is being acquired have total 
assets or annual net sales in excess of $10 
million; or 

"(2) the combined total assets or annual 
net sales of the acquiring person or persons 
and the person or persons the stock or assets 
of which is being acquired are in excess of 
$100 mUlton-untU expiration of the noti­
fication and waiting period specifled in sub­
section (b) ( 1) of this section. 
· "(b) (1) The notiflcation and waiting pe­

riod required by this section shall expire 
60 days after the persons subject to subsec­
tion (a) of this section each file with the 

' Federal Trade Commission and the Assistant 
Attorney Gene1·alin charge of the Antitrust 
Division of the Department of Justice (here­
after referred to in this section as the 'As­
sistant Attorney General') duplicate origi­
nals of the notification specifled in para­
graph (2) of this subsection, or until expira­
tion of any extension of such period pursuant 
tO subsection (c) (2) of this section, which­
ever is later, except as may otherwise be 
authorized pursuant to section (c) (4) of 
this section. 

"(2) The notification requh·ed by this sec­
tion shall be in such form and contain such 

. information and documentary material as 
the Federal Trade ConunLssion, s.fter consul­
tation with the Assistant Attorney General, 
shall by gene-ral regulation prescribe, a.fter 
notice and submission of views, pursuant to 
section 553. title 5. United States Code. 

" ( 3) The Federal Trade Commission, s.fter 
consultation with the Assistant Attorney 
General, is authorized and directed to re­
quire the filing of a premerger notification 
report a.t least SO days prior to the effective 
date of a.n acquisition by any person or per­
sons engaged in commerce, or in any activi-

ties affecting commerce, and not subject to 
su bsection (a) of this section. 

" ( 4) The Federal Trade Commission , after 
consultation with the Assistant Attorney 
General, is authorized and directed to de­
fine t he tenns used in this section, prescribe 
account ing methods for reporting thereun­
der, by general regulation except classes of 
persons and transactions from the notlflca­
tion requirements thereunder, and to pro­
mulgate rules of general or special applica­
bility as may be necessary or proper to the 
administration of this section, insofar as such 
action is not consiste-nt with the purposes of 
t his section, after notice and submission of 
views, pursuant to section 553, tit le 5, Un ited 
States Code. 

" (c) (1) The Federal Trade Comm ission , 
pursuant to the Federal Trade Commission 
Act, or the Assistant Attorney General, pur­
suant to the Antitrust Civil Process Act, may 
prior to the expiration of the periods speci­
fied in subsections (b) (1) and (b) (3) of 
t his section, require the submission of addi­
tional information and documentary material 
relating to the acquisition by any person or 
persons subject to the provisions of this sec­
tion, or by any officer, director, or partner of 
such person or persons. 

"(2) If such information and documentary 
material is not produced in full within the 
time specified, the Federal Trade Commis­
sion or the Assistant Attorney General may, 
in its or his discretion, extend the periods 
specified in subsections (b) (1) and (b) (3) of 
this section for an additional period of up 
to 80 days beyond the date on which it or 
he notifles such person, officer, director, or 
partner that it or he is satisfied that the 
information or documentary material has 
been produced. If such notification as to 
production is unreasonably withheld, any 
person entitled to such notification may 
secure a declaration to such effect by way 
of civil action instituted in the United States 
District Court for the District of Columbia. 

"(8) No provisions of this section shall 
limit the power of the Federal Trade Com­
mission or the Assistant Attorney General 
to secure, at any time, information or docu­
mentary material from any person, including 
third parties, pursuant to the Federal Trade 
Commission Act or the Antitrust Civil Proc­
ess Act. 

" ( 4) The Federal Trade Commission and 
the Assistant Attorney General may waive 
the waiting periods provided in this sec­
tion or the remaining portions thereof, in 
particular cases, by publishing in the Fed­
eral Register a notice that neither int.ends 
to take any action within such periods in 
respect of the acquisition. 

"(d) If, within the notiflcation and wait­
ing per~od specified in subsection (b) (1) of 
this section, a proceeding is instituted by the 
Federal Trade Commission or an action is 
filed by the United States, alleging that an 
acquisition violates Section 7 of this Act, or 
Sections 1 or 2 of the Sherman Act (15 
U.S.C. 1-2), and either the Federal Trade 
Commission or the Assistant Attorney Gen­
eral certifles to the United States District 
Court within which the respondent resides 
or carries on business, or in which the ac­
tion is flled, that it Ol' he believes that the 
public interest requires relief pendente lite 
pursuant to this subsection, the court shall 
enter an order that such acquisition shall 
not be consummated until the order of the 
Commission in respect thereof or the judg­
ment entered in such action has become 
final, and that the proceeding or action shall 
be in every way expedited. 

"(e) Failure of the Federal Trade Commis­
sion or the Assistant Attorney General to re­
quest additional information or documentary 
material pursuant to this section, or faU­
ure to interpot;e objection to an acquisi­
tion within the periods specified in subsec­
t ions (b) (1) and (b) (3) of this section, shall 

not bar the instit ution of any proceeding or 
action, or the obtaining of any information 
or documentary material, with respect to 
such acquisition, at any time under any 
provision of law. 

"(f) (1) Whenever any person violat es or 
fails to comply with the provisions of sub­
section (a) of t h is sect ion, such person shall 
forfeit and pay to the United States a civil 
penalty of not more than $10,000 for each 
day during which su ch person direct ly or 
indirectly holds stock or assets, in violation 
of this sect ion. Such penalty shall accrue to 
t he United States and may be recovered in a 
civil action brought by the United States. 

" (2) Whenever any person falls to fur­
nish inform ation required to be submitted, 
pursuant to subsect ion (c) (1) of this section, 
such person shall be liable for t he penalties 
provided for noncompliance with the provi­
sions of the Federal Trade Commission Act 
or the Antitrust Civil Process Act, whichever 
is applicable. 

"(g) In any proceeding instituted or action 
brought by the Federal Trade Commission or 
the United States alleging that an acquisi ­
tion violates section 7 of this Act, or sections 
1 or 2 of the Sherman Act, upon application 
of the Federal Trade Commission or the As­
sistant Attorney General to the United States 
District Court within which the respondent 
resides or carries on business, or in which the 
action is filed, such court shall, as soon as 
practicable, enter an order establishing the 
purchase price of the acquired stock or as­
sets, requiring the acquiring person or per­
sons to maintain the personnel, assets, stock 
or fir:m: being acquired as a separate entity, 
and requiring the profits of the acquired 
:firm, stock, or assets to be placed in an 
escrow account, pending the outcome of the 
proceeding or action. Upon entry of a final 
order or judgment that the acquisition is in 
violation of section 7 of this Act, or sections 
1 or 2 of the Sherman Act, the court shall 
order the divestiture of the unlawfully ac­
quired assets or stock. If divestiture is by 
sale, it shall be at a price not to exceed the 
purchase price. Any profits held in escrow 
shall be transferred with the stocks or as­
sets unlawfully acquired." 

SEc. 502. The provisions of this title shall 
be effective 120 days after the date of enact­
ment of this Act. Effective upon the date of 
enactment of this Act, the Federal Trade 
Commission is authorized to carry out the 
requirements of sections 23(b) (2) and (b) 
(4) of the Clayton Act, as amended by this 
Act. 

TITLE VI-NOLO CONTENDERE 
SEc. 601. Section 5 (a) of the Act entitled 

"An Act to supplement existing laws against 
unlawful restraints and monopolies, and for 
other purposes", approved October 15, 1914 
(15 U.S.C. 16(a)), is amended to read as 
follows: 

"5(a) (1) A final judgment heretofore or 
hereafter entered in any civil action or crim­
inal proceeding brought by the United States 
under the antitrust laws, finding or conclud­
ing that a defendant has violated said laws, 
or is guilty of an offense under said laws, 
shall be prima facie evidence against such 
defendant in any civil action brought by any 
person against such defendant under said 
laws, as to all matters respecting which said 
judgment would be an estoppel as between 
the parties thereto, except as provided in 
paragraph (3) of this subsection. 

"(2) (A) A plea of nolo contendere here­
after entered in a criminal proceeding under 
the antitrust laws shall be prima facie evi­
dence against such de1enda.nt 1n any clvll 
action brought by any person against such 
defendant under said laws, as to all matters 
in the indictment necessary to sustain a 
judgment of conviction upon a. jury verdict 
that the defendant was guUty of the otYense 
charged in the indictment. 

"(B) When a plea of nolo contendere is 
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used as provided by subparagraph (A) of 
this paragraph, the bill of particulars filed 
in the proceeding may be used to interpret 
or construe the indictment, and any state­
ment made in court on behalf of the defend­
ant in connection with the entry of . such 
plea may thereafter be received in evidence 
against the defendant as an admission. 

" ( 3) The provisions of paragraph ( 1) of 
this subsection shall not apply to a consent 
judgment entered before any testimony has 
been t aken, or to a judgment entered in an 
action brought by the Un it ed States under 
section 4A of this Act.". 

SEc. 602. The provisions of section 5(a) (2) 
of the Clayton Act, as amended by this title, 
shall apply to all criminal proceedings that 
are pending on the date of enactment of this 
Act or that are hereafter filed, including 
those in which the offense was committed 
before the date of enactment of this Act. 

TITLE VII-MISCELLANEOUS 
AFFECTING COMMERCE 

SEc. 701. Sections 2, 2a, 3, and 7 of the Act 
entitled "An Act to supplement existing laws 
against unlawful restraints and monopolies, 
and for other purposes", approved October 
15, 1914 (15 U.S.C. 13, 13a, 14, and 18), are 
amended by striking out the words "in com­
merce" wherever the term appears and in­
serting in lieu thereof the words "in or af­
fecting commerce". 

COMPLEX CASES 
SEC. 702. The Act entitled "An Act to sup­

plement existing laws against unlawful re­
straints and monopolies, and for otll,er pur­
poses", approved October 15, 1914 (15 U.S.C. 
12), is amended by adding a new section 21 
as follows: 

"COMPLEX CASES 
"SEC. 21. In any civil action brought in any 

district court of the United States under the 
antitrust laws, or any other Acts having like 
purpose that have been or hereafter may be 
enacted, wherein the United Sta.tes is plaintiff 
and equitable relief is sought, the Attorney 
General may file with the court, prior to the 
entry of final judgment, a certificate that, in 
his opinion, the case is a complex antitrust 
case. Upon filing of such certificate, it shall 
be the duty of the judge designated to hear 
and determine the case or the chief judge of 
the district court if no judge has as yet been 
designated, to assign the case for hearing at 
the earliest practicable date and to cause the 
case to be in every way expedited. Special 
masters, economic experts, and other person­
nel may be designated to assist the trial judge 
in the expeditious and efficient trial of the 
case, and in expediting discovery and pre­
trial matters. Economic and other experts 
may be used by the court in all phases of the 
trial, including the preparation and analysis 
of plans for relief.". 

FOREIGN ACTIONS 
SEc. 703. The Act entitled "An Act to sup­

plement existing laws against unlawful re-
. straints and monopolies, and for other- pur­
poses", approved October 15, 1914 (15 U.S.C. 
12) , is amended by adding a new section 22 
as follows: 

"FOREIGN ACTIONS 
"SEc. 22. In any civil action or proceeding 

before any court of the United States, in· 
volving any act to regulate interstate or for­
eign trade or commerce, or to protect the 
same against unlawful restraints or monopo­
lies, in which the court orders any party 
thereto or any person in privity with such 
party to furnish discovery, evidence, or testi­
mony, and such party or person refuses, de­
clines, or fails to do so on the ground that a 
foreign statute, order, regulation, decree, or 
other law prohibits compliance with such 
order, the court may enter an order forth­
with against such party, dismissing all or 
som e of such party's claims, striking all or 
some of such party's defenses, or otherwise 

terminating the proceeding or any portion 
thereof a-dversely as to such party.". 

SEVERABU..ITY 
SEc. 704. If any provision of this Act, or the 

a.pplication of any such provision to any per­
son or circumstances, shall be held invalid, 
the remainder of this Act, or the application 
of such provision to persons or circumstances 
other than those as to which it is held in­
valid, shall not be affected thereby. 

EFFECTIVE DATE 
SEc. 705. (a) Section 701 of this title shall 

apply to acts, practices, and conduct occur­
ring after the date of enactment of this Act. 

(b) Section 702 of this title shall apply to 
all actions on file on the date of enactment 
of this Act or hereafter filed. 

(c) Section 703 of this title shall apply to 
all actions on file on the date of enactment 
of this Act or hereafter filed, in respect of 
noncompliance with discovery orders here­
after entered. Nothing contained in this sub­
section shall be deemed to limit the authority 
of any court to reenter any discovery order 
heretofore entered, and thereby make such 
section 703 applicable thereto. 

(d) Unless otherwise specified, the effective 
date of this Act shall be the date of enact­
ment thereof. 

OFFICE OF THE ATTORNEY GENERAL, 
Washington, D.C., April 4, 1974. 

The VICE PRESIDENT, 
U.S. Senate, 
Washington, D.C. 

DEAR MR. VICE PRESIDENT: Enclosed for 
your consideration and appropriate refer­
ence is a legislative proposal "To amend the 
Antitrust Civil Process Act to increase the 
effectiveness of discovery in civil antitrust 
investigations." 

The Antitrust Civil Process Act, 76 Stat. 
548, 15 U.S.C. 1311, which presep.tly applies 
solely to t.he production of documents by 
persons (other than natural persop.s) under 
investigation, would be extended by this 
proposal to (1) include persons (including 
natural persons) in addition to those under 
investigation, who may have information 
relevant to a particular antitrust investiga­
tion, and to ( 2) permit the service of writ­
ten interrogatories and the taking of oral 
testimony. 

The draft bill would also clarify the Act 
by correcting the adverse effect of a Ninth 
Circuit Court of Appeals decision, which held 
that civil investigative demands may issue 
only to require the production of documents 
relating to current or past, but not incipient, 
violations. United States v. Union Oil Com­
pany of California, 343 F.2d 29 (9th Cir., 
1965) . The Act would also be clarified by re­
moving any doubt that it permits the use of 
evidence in investigations and cases in addi­
tion to the specific investigation to which 
the issued demand relates and any case re­
sulting therefrom. Cf. Upjohn v. Bernstein 
(D.D.C. Civ. Action No. 1322-66, 1966). 

The draft bill specifically authorizes the 
Department of Justice to extend the period 
in which persons served may judicially con­
test a demand, thereby protecting the rights 
of the latter while facilitating compliance 
with the demand and lessening the possi­
bility of litigating the question of the legality · 
o! the demand. The draft bill would specifi­
cally sanction the Government's present 
practice of extending the time for produc­
tion, thereby affording opportunity for par­
tial production, possibly obviating the need 
fo!' full production, and avoiding resort to 
the court by either the person served or the 
Government. The Department's existing 
practice of requiring certification of compli­
ance would also be specifically sanctioned by 
the draft bill. 

A major objective of the proposed legisla­
tion, the production of oral testimony, would 
be obtained by a somewhat modified Admin-

istrative Procedure Act process providing for 
the · presence of the witness' counsel in a 
limited role with a resticted right to raise 
objections. 

Broadening the Act to cover oral testimony 
would introduce no novel, untried concepts 
in antitrust enforcement. Arizona, Connecti­
cut, Florida, Hawaii, Illinois, Kansas, Lou~ 
isiana, Maine, New Hampshire, New Jersey, 
New York, North Carolina, Oklahoma, South 
Carolina, Texas, Wisconsin, and Puerto Rico 
have given their Attorneys General (in the 
case of Puerto Rico, the Secretary of Justice) 
the power to summon witnesses to give oral 
testimony in antitrust investigations prior to 
initiation of any suit or proceeding.1 

These jurisdictions also extend the civil 
investigative subpoena power in antitrust 
investigations to individuals as well as to 
artificial persons, and provide for service 
upon persons capable of providing testimony 
relevant to the investigation, whether or not 
they are the actual target of the investiga• 
tion. The draft bill would utilize the pro­
visions of the federal immunity statute to 
bring natural persons producing evidence . 
within the reach of a. civil investigative 
demand. 

In the area of trade regulation at the 
federal level, section 9 of the Federal Trade 
Commission Act confers on the Commission 
power to compel oral testimony in the course 
of its examinations. Among departments and 
other agencies whose heads, members, or 
employees have statutory authority to com­
pel attendance and testimony of witnesses 
in the course of investigations pertinent to 
laws which they administer are Agriculture, 
HEW, Labor, Treasury, AEC, CAB, FAA, FCC, 
FPC, FMC, ICC, NLRB, Rail Road Retirement 
Board, Tariff Commission, and V A.2 

Nor is precedent lacking for extending 
the investigatory power to incipient viola·­
tions. The acts of Hawaii, Illinois, New Jer­
sey and New York for example, specifically 
authorize the use of ciVil investigative sub­
poem~s in investigations of incipient viola­
tions. 

No field of litigation involves facts more 
complex and records more extensive than 
are found in the Government's antitrust 
cases. The task of amassing the voluminous 
data essential to successful antitrust enforce­
ment is of considerable magnitude. Insofar 

1 Ariz. Rev. Stats., Ann., title 44, chap 10, 
sec. 44-1407; Conn. Gen. Stats. Ann., title 35, 
chap. 624, sec. 35-42; Fla. Stats. Ann., title 
31, chap. 542, sec. 11; Hawaii Rev. Stats., 
title 26, chap. 480, sec. 480-18; nr. Ann. 
Sta.ts., chap 38, sec. 60-7.2; Kan. Stats. Ann., 
chap. 50, sec. 50-153; La. Rev. Sta.ts., title 51, 
sees. 143, 144; Me. Rev. Stats., title 10, chap. 
201, sec. 1107; N.H. Rev. Stats. Ann., title :n, 
chap. 356, sec. 356.10; N.J. Stats. Ann., title 
56, chap. 9, sec. 56:9-9; N.Y. Consol Laws, 
chap. 20, art. 22, sec. 343; N.C. Gen. Stats., 
chap 75, sec. 75-10; Okla. Stats. Ann., title 
79, chap 1, sec. 29; Code of Laws of S.C., title 
66, chap. 2, art. 6, sec. 66-111; Texa.s Codes 
Ann., Bus. and Commerce Code, title 2, chap. 
15, sec. 15.14; Wise. Stats. Ann., title 14, chap. 
133, sec. 133.06; P.R. Laws Ann., title 10, chap. 
13, sec. 271. 

2 There are over three doze:1. provisions in 
the United States Code authorizing the tak­
ing of compulsory testimony. Among them 
are: 7 U.S.C. 15, 222, 499m, 610, 855, 2115 
(Agriculture); 12 U.S.C. 1820 (banking agen­
cies); 15 U.S.C. 49 (FTC); 15 U.S.C. 77s, 78u, 
79r, 80a-41, 80b-9 (SEC); 15 U.S.C. 717m 
(FPC); 16 U.S.C. 825! (FPC); 18 U.S.C. 835 
(ICC); 19 U.S.C. 1333 (Tariff Commission); 
26 U.S .C. 7602 (Treasury); 27 U.S.C. 202(c) 
(Treasury); 29 U.S.C. 209, 308, 521 (Labor); 
38 U.S.C. 3311 (VA); 42 U.S.C. 405 (HEW); 
42 U.S.C. 2201 (AEC); 45 U.S.C. 362 (R. R. 
Retirement Board); 46 U.S.C. 826, 1124 
(FMC); 47 U.S.C. 409 (FCC); 49 U.S.C. 12, 
916, 1017 (ICC); an d 49 U.S .C. 1484 (CAB). 
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as it went, enactment 1n 1962 of the Anti­
trust Civll Process Act provided a signal 
benefit to the Government's civil Investiga­
tions by authorizing production of relevant 
documents from corporations, a.ssociatlons, 
partnerships, or other legal entitles not nat­
ural persons, under Investigation. But the 
limitations on the scope of the demand have 
left the Act far from meeting essential In­
vestigatory needs of the Department's Anti­
trust Division. 

The refusal of industry sometimes to co­
operate voluntarily in antitrust investiga­
tions, which gave rise to the Antitrust Civil 
Process Act, is the reason today that more 
effective civil discovery means are needed. 
The same reasons that supported enactment 
of the Civil Process Act speak for the Act's 
expansion. Although the grand jury can be 
used in investigation of criminal violations 
under the Sherman Act, the Clayton Act is 
not a criminal statute, and the grand jury 
is unavailable where only a civil action is 
contemplated. Often it is not desirable to 
bring companion criminal and civil suits; the 
facts may not warrant criminal sanctions, or 
the urgency for civil relief may make it un­
feasible to risk the delay that very likely 
would attend the bringing of both types of 
actions. In other situations it may appear 
at the outset that the evidence may not meet 
the test for a criminal case. 

The proposed blll would simply make 
available to the Attorney General the same 
antitrust investigatory powers in civil in­
vestigations that he now has in crimlnal 
investigations, and provide him with author­
ity similar to that of the Federal Trade COm­
mission. Enlarged discovery would not only 
materially assist Investigation of facts lead­
ing to decisions on the filing of civil actions, 
but will facllltate the reaching of decisions 

. on whether to resort to grand jury pro­
ceedings. 

For the reasons set forth above, I urge 
the Congress to give this legislative proposal 
its early and favorable consideration. 

The Office of Management and Budget has 
advised that there is no objection to the 
submission of this proposal from the stand­
point of the Administration's program. 

Sincerely, 
------, 
Attorney General. 

Mr. HUGH SCOTT. Mr. President, I 
am delighted to be sponsoring the Anti­
trust Improvements Act of 1975 with 
Senator HART. 

I have always been a vigorous sup­
porter of our antitrust laws. Our system 
works best when we have full compe­
tition. Competition produces a wide 
variety of products at the lowest possible 
prices for the consumer and industry. 
This is the reason why I have already 
sponsored legislation in this Congress to 
repeal the fair trade laws and to increase 
the budgets of the Justice Department 
and the Federal Trade Commission for 
more antitrust enforcement. 

It is important to emphasize that 
President Ford has already called for 
more vigorous antitrust enforcement. 
Effective use of the antitrust laws can be 
a positive method to bring down high 
prices and to control inflationary tend­
encies in our economy. 

The bill introduced today advances 
. some significant changes which can ex­

pedite antitrust action by the Govern­
ment. I understand there may be some 
adverse comments and I look forward to 
full and complete hearings on each of 
the issues raised. If after hearings a sig­
nificant doubt exists as to the viability 
of a particular part of the bill, I . would 

certainly reevaluate my current position. 
However, at this time I believe the bill 
would help vigorous antitrust enforce­
ment. 

The legislation recommends a number 
of ideas that have been discussed for 
years by those involved in the antitrust 
field. It would make a plea of nolo con­
tendere in a criminal antitrust action 
available as evidence in a private anti­
trust case. Fines for failure to comply 
with an FTC subpena or special order 
would be increased for the first time in 
50 years. A method would be set for­
ward to have notice of large mergers 
or acquisitions with power in the At­
torney General under certain cases to 
forestall mergers pending court deter­
mination. State attorneys general will 
be permitted to file antitrust suits on 
behalf of citizens or their States­
similar to class action suits. In large 
antitrust cases, the bill allows for the 
use of special masters and other experts 
to speed their resolution. The Antitrust 
Division is permitted to issue civil in­
vestigative demands to individuals as 
well as companies. This would also apply 
to demands in advance of a merger. 
Finally, the bill would increase the ef­
fectiveness of our antitrust laws to 
foreign corporations that do business in 
the United States. 

All of these proposals deserve study 
and I hope we will seek quick action by 
the Senate. Antitrust laws have tra­
ditionally acted as a check upon a 
tendency of corporations in some indus­
tries not to compete. Because we do not 
live in a perfect world, we need antitrust 
laws now more than ever before. The 
consumer can only benefit from their 
just and thorough application. The Anti­
trust Improvements Act of 1975 will move 
us quickly in that direction. 

By Mr. HUMPHREY (for himself, 
Mr. McGEE, and Mr. MONDALE) : 

S. 1285. A bill to provide for payments 
to compensate county governments for 
the tax immunity of Federal lands within 
their boundaries. Referred to the Com­
mittee on Agriculture and Forestry and 
the Committee on Interior and Insular 
Affairs, jointly, by unanimous consent. 
PAYMENT IN LIEU OF TAXES ON FEDERAL LANDS 

TO COUNTIES 

Mr. HUMPHREY. Mr. President, I am 
today introducing a bill to overhaul and 
improve the system of payments by the 
Federal Government to counties in 
which Federal lands associated with 
Federal natural resources programs are 
located. I introduced this legislation last 
year with Senators MONDALE, Moss, 
McGEE, MAGNUSON, and CHURCH. It will 
also again be introduced on the House 
side. 

This bill would offer another method 
for determining fair revenues from these 
Federal lands, rather than the many dif­
ferent existing formulas for making pay­
ments in lieu of taxes to the local gov­
ernments. These payments presently are 
computed as a percentage of the Fed­
eral revenues generated by these lands. 
My bill would give local governments the 
opportunity to have these Federal lands 
appraised, placed on the tax rolls, and 

taxed according to the same millage rate 
applied to similar private lands. 

The need for reform in this area, so 
vital to hundreds of counties in rural 
America, has long been recognized. When 
the Public Land Law Review Commis­
sion completed its work in 1970, one of 
its principal recommendations was that-

The United States--should-make pay­
ments In lieu of taxes for the burdens im­
posed upon State and local governments by 
reason of Federal ownership of public lands 
without regard to the revenues generated 
therefrom. 

Mr. President, when I introduced this 
bill in the 93d Congress, I asked that 
chapter 14 of the Public Land Law Re­
view Commission report be included in 
the RECORD. Those interested can refer to 
page 1045 of the January 29, 1974, 
RECORD. 

Almost 14 years ago the Senate took 
action to accomplish a similar reform. 
On May 14, 1960, the Senate passed my 
bill, S. 910, which was similar in intent to 
the legislation I am introducing today. 

This was just prior to a change of ad­
ministrations and, regrettably, the Bu­
reau of the Budget opposed that bill, and 
the House did not complete action on it. 

The bill passed by the Senate in 1960 
would have resulted in a basic reform of 
the Federal payments system, while also 
assuring that Federal expenditures w·ould 
be fair and reasonable. 

Mr. President, we have waited 3 years 
for the administration to submit its pro­
posals to implement the recommendation 
of the Public Land Law Review Com­
mission that a Federal payment system 
be established that would not be tied to 
varying levels of revenues from Federal 
lands, which have led to serious inequities 
and often totally inadequate payments 
under the present system. 

During the summer and fall of 1973, 
my distinguished colleague from Minne­
sota, John Blatnik, who has since retired, 
held several detailed conferences with 
county officials representing those areas 
in Minnesota where the national forests 
are concentrated. My staff and I coop­
erated in those meetings. 

What we learned made it abundant­
ly clear to us that under the present 
system, payments from the national for­
ests to the counties very seldom come 
close to approaching tax equivalency. 
The same thing is true of other "fixed­
percentage" type payment systems un­
der other Federal lands holdings. Thus, 
it seemed to us that the best approach 
was to introduce a bill that reformed 
the entire payments system. The bill I 
am introducing today will do just that. 

It covers such holdings as the na­
tional forests, Bureau of Land Manage­
ment lands, fish and wildlife refuges, 
and the Corps of Engineers-civil 
functions. In a nutshell, it covers all 
natural resources lands that now have a 
"payment-in-lieu-of-tax" formula. 

The bill gives the counties 2 years to 
elect whether to participate in the new 
payment system established under this 
act or to stay with the present system. 

The bill also provides for an appraisal 
of the value of Federal lands in each 
county to be made. A 2- to 4-year period 
is provided for this to be completed. 

In sum, once a county elects to go un-
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der the new system, the method of fixing 
the payments to the local government 
will be the same as that for comparable 
private land. The assessed value of the 
land multiplied by the local millage rate 
will determine the annual payment. This, 
in my opinion, will be a tremendous im­
provement over the present hodgepodge 
of payment formulas. 

With regard to the national forests, 
for example, last year with 25 percent of 
revenue going as the in-lieu-of-taxes 
payment to the counties, payments ran 
from an average of 1 cent per acre in 
some States to an average of $2.85 per 
acre in the highest State. For individual 
counties the payments ran from a few 
dollars in some counties to a high of 
$9,677,709 in one county. 

In Minnesota, four counties received 
7 cents per acre and three received 13 
cents per acre from regular national for­
est land. Nationwide, the average county 
was paid 62 cents per acre. 

Payments to Minnesota counties 
ranged from $45.63 in total to $39,642.64. 

On another block of national forest 
lands in Minnesota, the Boundary Wa­
ters Canoe area, a separate payment for­
mula exists that pays three-fourths of 
1 percent of the value of the lands. These 
749,000 acres pay an average of 35 cents 
per acre as compared to the average of 
9 cents per acre paid on the 1.4 million 
acres of national forest land under the 
25-percent system. In neither case is the 
payment a fair approximation of tax 
equivalence based upon the best infor­
mation that we have been able to secure. 

St. Louis County, Minn., provides an 
interesting example. This county had 
795,000 acres of private forest taxed at 
53 cents per acre, 753,000 acres of na­
tional forest at 7 cents per acre, and 195,-
000 acres in the Boundary Waters Canoe 
area taxed at 32 cents per acre. Cer­
tainly these data do not suggest that all 
of the national forest lands would pay, 
under our bill, 53 cents per acre. How­
ever, since the lands that pay 7 cents are 
essentially the same as the lands that 
pay 32 cents and neither are too dissim­
ilar from the private lands, there is rea­
son to believe that on a truer tax equiv­
alence than either of the current Fed­
eral methods provide, the payments 
would be far closer to 53 cents per acre 
than to 7 cents per acre. 

This bill has been discussed with rep­
resentatives of the National Association 
of Counties. Its principles have their 
support. 

The enactment of this bill will not only 
increase the payments made by the Fed­
eral Government to local governments, it 
will also give these payments a reason­
able relationship to the taxes paid on 
similar private lands. I believe it will also 
encourage local governments to adopt 
more uniform and equitable tax policies 
and systems. 

I believe that this is a reasonable ap­
proach to meeting an old and complex 
problem. The fact that this problem has 
not yielded to earlier reform efforts does 
not discourage me from seeking to im­
prove the situation. However, as my 
friends in county government know, 
securing enactment of this bill will re­
quire hard work and will be a real exer­
cise in Federal-State-county cooperation. 

Enactment of this legislation will give 
to our hard-pressed rural counties the 
equitable treatment that they deserve 
and that fairness dictates. 

Mr. President, since the jurisdiction 
over the matter included in this bill is 
divided between the Committee on Agri­
culture and Forestry and the Interior 
Committee, I ask unanimous consent that 
it be concutTently referred to both of 
these committees. 

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

Mr. HUMPHREY. Mr. President, I also 
ask unanimous consent that the text of 
my bill be printed in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, 
as folloW'S: 

s. 1285 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act be cited as the "Payments in Lieu of 
Taxes Act of 1975". 

SEC. 2. As used in this Act--
(a) The term "public lands" means all 

lands, an:l natural resources thereon, or in­
terests in lands, owned by the United States 
which are administered for natural resources 
purposes, except lands or interests therein 
held by the United States in trust for any 
group, band, or tribe of Indians, Aleuts. 
or Eskimos, lands used exclusively for na­
tional defense purposes, and the Outer Con­
tinental Shelf. 

(b) The term "Administrator" means the 
Administrator of General Services Admin­
istration. 

(c) The term "board" means a State Board 
of Appraisal Appeals established under sec­
tion 4. 

(d) The term "regular taxpayers" mea.ris 
taxpayers subject to State and local real 
property taxes who do not enjoy the benefits 
of tax immunity. 

(e) The term "county" includes a. parish 
or borough. 

SEC. 3. (a) Within two years after the date 
of enactment of this Act, each county shall 
elect whether it wishes to proceed under the 
terms of this Act to receive payments from 
the Federal Government equal to the real 
property taxes otherwise due from public 
land within such county, or continue tore­
ceive whatever payments such county is en­
titled to receive under any existing applica­
ble Federal law providing for Federal pay­
ments for such county similar to those avail­
able under this Act or for payment to such 
county of part of the revenue derived from 
such public land. 

(b) The Administrator and each county 
electing to proceed under this Act shall 
jointly arrange to have the public land in 
such county appraised and such appraisal 
shall be completed within two years after 
the date such county made such election. It 
the Administrator and the county agree 
that the appraisal may require longer than 
two years to complete they may either divide 
the area and complete a portion in two years 
or provide a period of not to exceed four 
years to complete such appraisal. However, 
before such appraisal is finally adopted by 
the county, the county, upon due notice and 
payment of actual costs for such appraisal to 
date, may elect to remain under such exist­
ing applicable Federal law. 

(c) In making appraisals under this sec­
tion the following criteria. shall be met: 

( 1) The appraisal of publlc land shall be 
consistent with the appraisal for real prop­
erty tax purposes of prh·ately owned lands 
in the county. 

(2) There shall be no discrimination 
against the Federal Government in relating 
payments to the real property tax rates ap­
plicable to similar private land. 

(3) Appraisals shall be completely and 
thoroughly reviewed at least every ten years. 
In the intervening years, appraisals shall 
be updated annually in accordance With 
procedures to be established by the Ad­
ministrator. However, upon the request of 
any county, at no less than five-year inter­
vals, a reappraisal may be conducted in the 
same manner as the original appraisal. 

(d) Appraisals shall, when made, conform 
to standards for the State and counties in­
volved, and only their actual cost shall be 
deducted from payments to be made to a 
county under this Act. 

SEc. 4. (a.) When any county within a 
State has elected to proceed under the terms 
of this Act, there shall be established for 
that State a State board of appraisal ap­
peal which shall consist of three members, 
one member to be appointed by the Admin­
istrator and two members to be appointed 
by the Governor of the State for which such 
board is established. Of the members ap­
pointed by the Governor, one shall be ap­
pointed from among persons who are citi­
zens of the State and representative of the 
interests of the counties in the State in 
which are located public lands. Members 
shall serve terms of five years and may be 
reappointed. 

(b) Members of each board shall serve 
without compensation but, while away from 
their homes or regular places of business in 
performance of services for the board, shalL 
be allowed travel expenses, including per 
diem in lieu of subsistence, in the same 
manner as persons employed intermittently 
in the Government service are allowed ex­
penses under section 5703 (b) of title 5 of 
the United States Code. 

(c) Two members of a board shall con­
stitute a quorum. 

(d) Each board shall select a. chairmo.n 
who shall call meetings of that board. 

(e) Each board shall consider and decide 
any appeal from a county within the State 
relating to the appraisal of public land with­
in such county either with regard to the 
cost or procedure of the appraisal or to the 
appraisal findings. Decisions of the board 
shall be final and shall not be subject to 
judicial review unless arbitrary or capricious. 

SEc. 5 . (a) Beginning in the first complete 
fiscal year after the acceptance of such ap­
praisal by both the county involved and the 
Administrator, the Secretary of the Treasury 
is authorized to pay annually to the State 
in which such county is located an amount 
equivalent to the State, county, and local 
real property taxes on public lands Within 
such county, based on the tax rate applicable 
to similar private lands at the value arrived 
at under the appraisal conducted under this 
Act. 

(b) The payment made to a State shall 
be distributed by the State to those counties 
electing to proceed under the terms of this 
Act in which the public lands are located 
to be used by such counties for any public 
purpose. Each such county shall receive an 
amount equal to the total amount of taxes 
due from the public lands located Within 
such county. 

(c) Notwithstanding any other provisions 
of this Act, or of any other law, the Admin­
istrator is authorized to discontinue pay­
ments to such county of part of the rev­
enue derived from such public land on a 
gradually decreasing basis over a period ot 
five years and to program implementation 
of this Act on a similar time basis, for any 
county where immediate implementation of 
this Act will result in hardships because 
of a substantial reduction in the amount of 
payments. 

SEc. 6. Nothing in this Act shall interfere 
with the right of State or local governments 
to levy possessory interests taxes on private 
owners of improvements made by private 
users on public lands. 

SEc. 7. There are hereby authroized to be 
appropriated such sums as may be necessary 
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to administer this Act and to make the pay· 
ments authorized by lt. 

By Mr. BEALL: 
s. 1286. A bill to amend title n of the 

Social Security Act to increase to $5,100 
the annual amount which individuals 
may earn without suffering deductions 
from benefits on account of excess earn­
ings. Referred to the Committee on 
Finance. 

Mr. BEALL. Mr. President, I am send­
ing to the desk a bill which would, if 
enacted, increase the social security 
earnings limitation to $5,100. 

On May 14, 1973, I introduced S. 1787 
which would have provided for an earn­
ings limitation of $2,800. The Congress 
ultimately compromised by raising the 
ceiling from $2,100 to $2,400. This figure 
has subsequently been increased to 
$2,520. 

Because so many of our senior citizens 
are forced to live on such meager income, 
I believe it is incumbent upon the Con­
gress to allow this segment of our popu­
lation the additional flexibility they need 
to provide a decent standard of living 
for themselves. 

I would like to see us abolish altogether 
the earnings limitation, and I am a co­
sponsor of S. 410 which would achieve 
that objective. However, I am not certain 
that it is possible for us to achieve the 
enactment of this legislation at this 
time, and I have, therefore, decided to 
introduce legislation which would ap­
proximately double the current income 
a social security recipient can earn with­
out a reduction in his or her benefits. 

I have selected this figure because it 
would expand the work opportunities for 
those senior citizens who are willing and 
able to contribute their talents to our 
economic system. By supplementing 
their income through additional earn­
ings, senior citizens can improve their 
standard of living and enjoy greater in­
dependence and comfort in their retire­
ment years. Such an opportunity is espe­
cially important to senior citizens in 
light of the hardships they bear during 
a period of infiation. 

As the ranking Republican on the 
Subcommittee on Aging of the Labor and 
Public Welfare Committee, as well as a 
member of the Senate Special Commit­
tee on Aging, I have been impressed by 
the willingness and resourcefulness of 
our Nation's senior citizens to utilize 
their own talents and resources in over­
coming the problems that confront them. 
Second, my bill will help to make the 
talents and resources of our Nation's 
senior citizens available to our Nation's 
economy to a greater degree than is 
presently possible. I strongly believe that 
senior citizens, for the most part, want 
to remain active contributing members 
of the community for as long as possible. 
America's 20 million senior citizens are 
largely responsible for the unprecedented 
wealth and power that our Nation has 
achieved and I believe that we should 
not exclude them from actively partic­
ipating in the economic affairs of our 
Nation. 

Mr. President, I ask unanimous con­
sent that the text of this legislation be 
printed in the RECORD at the completion 
of my remarks. 

There being no objection, th~Jom was 
ordered to be printed in the RECORD, as 
follows: 

s. 1286 
Be it enactecZ by the Senate ancZ House 

of Representatives of the UnitecZ States of 
America in Congress assemblecZ, That (a) 
paragraphs (1) and (4) (B) of section 203(f) 
of the Social Security Act are each amended 
by striking out "$200" and inserting in lieu 
thereof "$425". 

(b) The first sentence of paragraph (3) 
of section 203(f) of such Act 1s amended by 
striking out "$200" and inserting ln lieu 
thereof "$425". 

(c) Paragraph (1) (A) of section 203(h) 
of such Act is amended by striking out 
"$200" and inserting in lieu thereof "$425". 

SEc. 2. The amendments made by this Act 
shall be effective with respect to taxable 
years beginning after December 31, 1975. 

By Mr. TOWER (for himself and 
Mr. MONTOYA) : 

S. 1287. A bill to extend part J of the 
Vocational Education Act of 1963 relat­
ing to bilingual vocational training. Re­
ferred to the Committee on Labor and 
Public Welfare. 

Mr. TOWER. Mr. President, I am today 
introducing a bill to extend part J of the 
Vocational Education Act of 1963 relat­
ing to bilingual vocational training. The 
distinguished Senator from New Mexico 
<Mr. MoNTOYA) has joined me in pre­
senting this bill to the Senate for its 
consideration. 

For a long time we have directed our 
efforts toward increasing opportunities 
for Spanish-speaking peoples. Through 
these efforts we have determined that 
the Vocational Education Act o:ffers 
tremendous resources for achieving our 
national goal of equal education and em­
ployment opportunities for all of our 
citizenry. 

Part J, an extension of title vn of 
Public Law 93-380, contains a number 
of important provisions that have helped 
to promote bilingual job training for 
Americans with limited English-speaking 
ability. I have worked hard for this leg­
islation, and I am confident that its ex­
tension will result in expanded employ­
ment opportunities for bilingual citizens. 
We have not yet come close to eliminat­
ing the education problems faced by 
Spanish-speaking Americans in a pre­
dominately Anglo environment. Educa­
tion is the key to advancement in our 
society; and if our goal of equal educa­
tional opportunity is to be achieved, we 
cannot tolerate the high dropout rate 
which exists within our Spanish-speak­
ing community and which is directly 
related to the fact that the median in­
come of a Spanish-speaking family is 
well below that of the population as a 
whole. 

The legislation offered today is in­
tended to strengthen the partnership 
which has been created between voca­
tional education and bilingual education. 
Bilingual vocational training is primar­
ily directed at the disadvantaged bilin­
gual person who, for a variety of rea­
sons, finds himself outside the confines 
of the traditional education establish­
ment and who wishes to acquire addi­
tional skills. The objective of bilingual 
vocational training is to remove barriers 
to citizens with limited English-speaking 

ability as they strive to obtain better 
jobs in the private sector. 

I am very pleased to note that our blll 
to extend part J is strongly supported by 
the major Spanish-speaking organiza­
tions and groups within our society. Such 
organizations include the National Con­
gress of Hispanic American Citizens-El 
Congreso; SER-Jobs for Progress, Inc.; 
League of United Latin American Citi­
zens-LULAC; American GI Forum of 
the United States; and other similarly 
active organizations. It must be kept in 
mind that the purpose of this legislation 
is to provide equal employment opportu­
nities for bilingual persons while at the 
same time allowing them and their com­
munities the opportunity to thrive within 
their own cultural background and herit­
age. The Spanish-speaking American's 
culture is a rich one, and we must work 
within this framework in order for the 
program to be a successful one. 

I urge my colleagues to give this im­
portant proposal their utmost consider­
ation. I ask unanimous consent that the 
text of the bill be printed in the RECORD 
at this point. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1287 
Be it enacted, by the Senate and House 

of Representatives of the UnitecZ States of 
America in Congress assemblecZ, That section 
193 of the Vocational Education Act of 1963 
1s amended by striking out "for the fiscal 
year ending June 30, 1975" and inserting in 
lieu thereof "for each of the fiscal years 
1975, 1976, and 1977". 

By Mr. GARY W. HART (for him­
self, Mr . .ABOUREZK, Mr. BAYH, 
Mr. HATFIELD, Mr. PmLIP A. 
HART, Mr. KENNEDY, Mr. LEAHY, 
Mr. McGOVERN, Mr. MONDALE, 
Mr. MANSFIELD, Mr. NELSON, and 
Mr. PROXMIRE) : 

S. 1288. A bill to prohibit the expendi­
ture of funds for the development and 
procurement of any lethal chemical 
weapons after the date of enactment of 
this act, and for other purposes. Referred 
to the Committee on Armed Services. 

Mr. GARY HART. Mr. President, to­
day, I will introduce, along with 11 of 
my colleagues, a bill that would place a 
total freeze on the military's program to 
produce a new generation of deadly nerve 
gas bombs and other lethal chemical 
weapons. 

A few months ago, the United States 
finally ratified the Geneva Protocol of 
1925 in which we pledged not to use nerve 
gas and other toxic chemical agents­
weapons that have been anathema to the 
nations of the world. since World War I. 
But that agreement, while a major step 
forward, unfortunately contains an im­
portant exception. Most major nations, 
including the United States, still reserve 
the right to use chemical weapons if 
they are attacked first. 

I strongly believe that the next impor­
tant step should be a further interna­
tional agreement providing for a total 
ban on nerve gas and other chemical 
weapons The next step should not be the 
development of new and advanced 
chemical weapons systems. 

The principal effect of this bill would 
be to bring to a halt the Pentagon's new 
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program to dev.elop binary nerve gas 
weapons. The binary weapons would dif­
fer from our current stockpile in one 
main way. Instead of loading the artillery 
shells or bombs with the deadly agent, 
the binary weapons would contain two 
less dangerous substances that would 
combine, after firing, to create the lethal 
gas. This, the Pentagon argues, means 
tl~at our nerve gas would be safer to 
manufacture, to store, and to take to 
the battlefield. 

In my view this so-called safety 
would only have the effect of increasing 
the danger of chemical warfare. If nerve 
gas is easier to handle and more widely 
distributed around the world, it is more 
likely to be used. It also raises the dan­
ger that these weapons might be stolen 
by tetTotist groups. 

I believe that there is no such thing 
as a "safeu nerve gas-some are so deadly 
that they can cause painful death within 
seconds if a microscopic quantity simply 
touches the skin. 

While the Department of Defense has 
asked for only some $14.3 million for 
binary nerve gas weapons for fiscal 1976, 
this is only the tip of the iceberg when it 
comes to the total cost of this new gener­
ation of chemical weapons. The entire 
program will eventually cost hundreds of 
millions of dollars if the Pentagon is 
allowed to proceed with its plan to re­
place our existing stockpile with binary 
weapons. 

This bill would also have a second ef­
feet. It would prohibit the Pentagon 
from replacing nerve gas weapons that 
have deteriorated with similar models. 
Our <:urrent stockpile is large enough to 
exterminate the population of entire 
nations. Any small reduction in that 
stockpile caused by detoxifying obsolete 
weapons would not, in my view, be of 
military significance. 

But again, ~ believe this prohibition 
would be a step in the right direction­
toward the eventual elimination of 
morally repulsive weapons that do not 
significantly contribute to our national 
security. 

Mr. President, I ask unanimous con­
sent that the text of the bill be printed in 
the RECORD at the conclusion of my 
remarks. 

There being no objection, the bill was 
ordered to be printed in the RECORD as 
follows: 

s. 1288 
Be it enacted by the Senate and House of 

Representatives of the United. State_a oj 
America in Congress assembled, That (a) no 
funds may be expended on or after the date 
of enactment of this Act by the Department 
of Defense <>r by any other department or 
agency of the United States for the purpose 
of: 

( 1) researching, developing, testing, engi­
neering or manufacturing ot any lethal 
chemical warfare agent or any lethal chem­
ical wa.rfare agent delivery system; 

(2) procuring or otherwise obtaining any 
lethal chemical warfare agent; 

(3) pt·ocuring or otherwise obtaining any 
delivering system or any component of any 
delivery system designed for the dissemina­
tion of any such lethal chemical warfare 
agent. 

(b) Notwithstanding the provision of sub­
section {•) of this section, the Department 
of Defense shall be permitted t.o acquire or 

develop such quantities of lethal chemical 
warfare agents as may be necessary to con­
duct research, development, testing, and 
evaluation of devices, equipment, or proc­
esses that are or may be required to provide 
protection against lethal chemical warfare 
agents. 

(c) The Secretary of Defense shall report 
to Congress within 30 days after the acquisi­
tion of any quantity of any lethal chemical 
v;arfare agent. Such report shall describe the 
agent, the quantity acquired, and the spe­
cific purpose for which such lethal chemical 
warfare agent is to be used. 

(d) For purposes of this Act: 
( 1) The term "lethal chemical warfare 

agent" means any toxic chemical, solid, liq­
uid or gas, which through its chemical 
properties is intended to be used to produce 
injury or death to human beings. 

(2) The term "lethal chemical warfare 
agent delivery system" means any device, 
instrument, apparatus or contrivance, in• 
eluding any components or accessories there­
of, intended to be used to disperse or other­
wise disseminate lethal chemical warfare 
agents. 

By Mr. KENNEDY (for himself. 
Mr. STAFFORD, Mr. RmiCOFF, Mr. 
PERCY, and Mr. CLARK) : 

S. 1289. A blll to amend chapter 5, sub­
chapter n of title 5, United States Code, 
to provide for improved administrative 
procedures. Referred to the Committee 
on the Judiciary. 

THE OPEN COM.MDNICATIONS .ACT OF 1975 

Mr. KENNEDY. Mr. President, each 
day, in the Halls of Government, the 
voice of the American public is muffied 
and overwhelmed by the force of secret 
influence. But it is no secret that special 
interests often launch massive assaults 
on Federal administrative agencies for 
their own purposes, to the detriment of 
the public interest. A iew well-docu­
mented examples illustrate the perva­
siveness of this problem. The I'IT settle­
ment stands as one classic example. 
Secret meetings held between dairy lob­
byists and White House officials paved 
the way for the administration to raise 
milk price supports. Calls were made by 
Government officials to the SEC on be­
half of Mr. Vesco, and to other regula­
tory agencies on behalf of other campaign 
contributors. 

While these examples are among the 
most notorious incidents of recent years, 
the pattern they suggest is all too com­
mon. The same pattern emerges from a 
careful study of the CAB, the FDA, and 
other major regulatory agencies begun by 
the Senate Subcommittee on Adminis­
trative Practice and Procedure. 

Last year, the subcommittee began to 
compile data on the practices and pro­
cedures of regulatory agencies, with par­
ticular emphasis on the nature and ex­
tent of industry contacts. An analysis 
of the data obtained thus far has revealed 
a pattern of routine, continuous contacts 
between Federal administrative agencies 
and special interest groups. For example, 
the subcommittee ascertained from ma­
terials submitted by the Civil Aeronau­
tics Board that, in 1974 alone, there were 
769 contacts between members of the 
CAB and industry representatives, not 
including social and off-hours visits. Yet 
despite the continuous and significant 
natw·e of these contacts, the fact that 
they take place and their frequency and 

content are almost always hidden from 
public view. 

Similarly, last year the subcommittee 
began hearings on the procedures of the 
Food and Drug Administration. During 
the course of these hearh1gs, agency em­
ployees revealed that FDA policy regard­
ing the safety and effectiveness of new 
drugs often changed markedly after 
private, unam1ounced meetings between 
FDA administrators and drug company 
officials, despite scientific evidence mili­
tating against the approval of the drugs. 

These examples of unceasing day-to­
day .communications cast a constant 
shadow over the integrity of administra­
tive proceedings. They also show how 
ineffective the rules governing such con­
tacts are as they now stand. 

Yet this problem is not a simple one 
with a simple solution. It must be 
recognized that the public has a legit­
imate right to communicate with Fed­
eral officials. The first amendment guar­
antees and protects the right of citizens 
to petition the Government for redress 
of grievances. Likewise, Federal officials 
benefit from the input of individual 
citizens, businesses, and groups in 
shaping Government policy in the 
public interest. 

Some administrative agencies have 
begun to address the problems-both 
apparent and real-highlighted by the 
exer.cise of secret influence in admin­
istrative decisionmaking. The Depart­
ment of Justice, under an order pro­
mulgated by former Attorney General 
Richardson, requires employees to record 
all communications with noninvolved 
parties. The Department of Transporta­
tion has established procedures for 
making records of meetings and con­
versations, with logs of certain kinds of 
meetings automatically placed on the 
public record. Employees of the Con­
sumer Product Safety Commission main­
tain public record of communications 
regarding any matter "other than of a 
trivial nature, that pertains in whole 
or in part to any issue-lil~ely to be the 
subject of a regulatory or policy deci­
sion." 

The Administrative Procedure Act, 
which governs the internal procedures 
of Federal agencies, contains limited 
rules regarding communications of 
agency officials with private interests. 
These rules, called ex parte rules, pro­
hibit off-the-record communications be­
tween agency employees and parties to 
formal on-the-record agency proceed­
ings. But the statute neglects to regulate 
the greater part of an agency's activi­
ties: rulemaking, the formulation of 
policy, and the exercise of discretion 
in investigatory and prosecutorlal mat­
ters. These sensitive and important areas 
are ripe for abuse, yet they remain 
cloaked in secrecy. 

Today, I am introducing an amend­
ment to the Administrative Procedm·e 
Act, cosponsored by Senator STAFFORD, 
Senator RIBICOFF, Senator PERCY, and 
Senator CLARK, which will reach those 
areas. The legislation would require the 
logging and disclosm·e of heretofore 
secret communications between agency 
officials and those who seek to influence 
them. Yet it would also fully protect and J 
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encow·age the right of the public to peti­
tion Government. The bil! t·ecognizes that 
all interested members of the public are 
ntitled to an equal opportunity to make 

their views known to Government om­
cia! ·. Thus, free access would be allowed 
:t'Qr all, while the logging procedure will 
J !l'ovide sufilcient "sunshine" to main-
~in public confidence in the entire 

}H'ocess. 
We know that this can be done. The 

Department of Transportation, for ex­
mnple, has been logging such contacts 
for 5 years. During the last year, the 
Federal Energy Administration, the Fed­
eral Trade Commission, the FDA, and the 
Consumer Product Safety Commission 
lia ve all established procedw·es for mak­
ing records of meetings and conversa­
tions and for making some public dis­
closure. Other agencies have begun to 
establish similar procedures. 
· The legislation we are introducing rec­

ognizes that some administrative di.m­
culties may arise from logging and dis­
closure requirements that have too broad 
a sweep. Its purpose is to strike a balance 
between administrative burdens and the 
greater public interest, as has been done 
in the past with the Freedom of Infor­
mation Act, the Administrative Proce­
dure Act, and the new campaign finance 
law. 

This bill recognizes the sophist ication 
of administrative decisionmaking and 
tailors its requirements accordingly. It 
focuses on the high-level decisionmaker 
and the highest level decisions. It would 
allow agency personnel to solicit infor­
mation freely. The legislation provides 
for the confidentiality of internal agency 
activities. And it would not unduly im­
pede the flexibility which is the life­
blood of the administrative process. 

Basically, the bill would require agency 
officials to maintain a record of commu­
nications initiated by persons outside the 
agency, with the exception of informants 
and the working press. High-level agency 
officials, beginning at the GS-15 and in­
cluding the executive levels, would be 
subject to the logging requirements. 

An agency's activities would be subject 
to three different kinds of logging and 
disclosure requirements. 

First, communications concerning for­
mal agency proceedings would be logged 
by the agency official and fully disclosed 
to the public. Second, communications 
regarding matters other than agency 
proceedings-policy matters or internal 
agency proceedings not governed by the 
Administrative Procedure Act-would be 
disclosed to the public in summary form 
if they are among those eeemed "impor­
tant" by the agency. A third category of 
requirements would apply to communi­
cations relating to discretionary agency 
activities during the preadjudicative 
stages of an enforcement proceeding. In 
order to protect the privacy of parties 
who are the subjects of such actions, 
communications they initiate with agency 
officials would be recorded and main­
tained only within the agency. However, 
all communications from nonparties at­
tempting to influence agency officials 
during this critical period "Vould be fully 
logged and publicly disclosed. And offi-

cials who knowingly falsify their records 
would be subject to criminal sanctions. 

Let me suggest a specific example of 
how this bill would work in practice. A 
recent news article revealed that an As­
sistant Secretary of the Treasury De­
partment wrote the General Services Ad­
ministration, w·ging it not to intervene 
in local electric company rate cases. The 
article further revealed that shortly be­
fore this letter was sent, the head of the 
local electric power company met pri­
vately with Treasury Secretary Simon, 
seeking Government support for the com­
pany's request for a rate increase. I be­
lieve that it was entirely appropriate for 
the company official to bring his views to 
the Secretary's attentions. And it is 
equally appropriate for the company offi­
cial to bring his position to GSA. But the 
public certainly has an interest in know­
ing that there may have been a con­
nection between the Treasury letter and 
the utility company's plea. The public 
should be able to know of the communi­
cation with the electric compr'"'ly, with all 
the necessity for enterprising investiga­
tive reporters to reveal what the agency 
itself should be disclosing. The bill I in­
troduce today would require that the 
company's contact with the Treasw·y 
Secretary on this important matter of 
public policy be logged and publicly dis­
closed as a matter of course. 

I am pleased to note that Common 
Cause has given us considerable support 
in developing this legislation. In a state­
ment last year, John Gardner offered his 
perceptive observations on the problem 
of agency secrecy: 

Some ot the most effective and surrepti­
tious lobbying today is practiced on execu­
tive agencies. Agency secrecy makes it ex­
tremely difilcult for the citizen-consumer­
taxpayer to counter the behind the scenes in­
fiuence of the industries being regulated. The 
ironic thing is that government secrecy is 
no problem for the special interests: they 
have ways of knovling all that goes on. The 
only ones left out in the dark are the citi­
zens. Our emphasis is not on prohibition of 
lobbying activities, but on their full dis­
closure. This can only be accomplished by 
a new lobby registration law, and by a new 
executive branch program for logging lob­
bying contacts. Most of the abuses can be 
traced to the secrecy which hides lobbying 
from public scrutiny. 

I believe this bill represents a reason­
able approach which attempts to dis­
tinguish between high Government offi­
cials and other Federal employees, be­
tween contacts on important matters of 
public interest and those of lesser sig­
nificance, and between records of con­
tacts which should be publicly disclosed 
and those which should be maintained 
only within an agency. It respects the 
privacy of individuals under investiga­
tion and the freedom of the press. Its 
procedures are relatively inexpensive and 
easy to administer. And, most important­
ly, it will draw aside the veil of secrecy 
which shrouds administrative matters 
and will reaffirm the public's light to 
know about and participate in agency 
decisionmaking. 

Mr. President, I ask tmanimous con­
sent that the full text of this bill be 
printed in the RECORD at the close of my 
remarks. 

There being no objection, the bill was 
ordered to be printed in the RECORD as 
follows: ' 

s. 1289 
Be it enacted by the Senat e and Ho use of 

Representatives of the United Stat es of 
Am erica i n Congr ess assembled, That t his 
act may be cited as the "Open Communi­
cations Act of 1975". 

SEc. 2. Subchapt er II of title 5, United 
Stat es Code, is amended b y adding at the end 
t hereof the following: 
" § 560. Maintenance of records of ex parte 

communications 
"(a ) For t he purpose of t h is section, the 

term-
" {1) 'agency official' means all employees 

of the execut ive branch who are compen­
sated in grade 15 and abo-ve under the Gen­
eral Schedule under section 5332 of this tit le 
5, or under the E.'l{ecutive Schedule under 
subchapter n of chapter 53 of this title; 

"(2) 'person• includes an individual; 
partnership, corporation, association, firm 
societY, joint stock company. Member of 
Congress, officer or employee of the execu.:. 
tive branch, or any pa;rty to a proceeding; 

"(3) 'informan.t' means any person who 
offers incriminating information, under an 
assurance of confidentiality, to the agency 
official for use in a civil or criminal enforce­
ment proceeding; 

"(4) 'preadjudicative stages of a proceed­
ing' means agency activities prior to the com­
mencement of an administrative or judicial 
enforcement proceeding held to determine 
punishment :tor or to prevent the violation 
of Federal law or agency regulation; 

"(5) 'record of communications main­
tained for internal disclosure• means a record 
of communications received by the agency 
official which shall contain-

"(A) the name and position of the offici. 1 
who received the communication; 

"(B) the date upon which the communica­
tion was received; 

" (C) an identification, so far as possible, 
of the person from whom the communication 
was received and of the person on whose be~ 
half such person was acting in making the 
communication; 

"(D) in the case of communications 
through letters, documents, briefs, and other 
written material, copies of such material in 
its original form; 

"(6) 'record of communications main­
tained for summary disclosure' means a rec­
ord of communications received by the agen­
cy official which shall contain-

"(A) the name and position of the official 
who received the communication; 

"(B) the date upon which the communi­
cation was received; 

"(C) a.n identification, so far as possible. 
of the person from whom the communica­
tions was received and of· the person on 
whose behalf such person was acting in 
making the communication; 

"(D) a brief charact-erization of the sub­
ject matter under discussion; 

"(E) in the case of communications 
through letters, documents, briefs, and other 
written material, copies of such material in 
its original form. In the case of materials 
which fall under section 552 (b) , a summary 
of the communication or a copy of such 
material with suitable delet ions will suffice 
in lieu of the original. 

"(7) •record of commu nications maintained 
for full disclosure' means a. record of com­
munications received by the agency official 
which shall conta.in-

"(A) the name and position of the official 
who received the communication; 

''(B) the date upon which the communica­
tion was t·eceived; 

"(C) an identification, so far as possible, 
of the person from whom the communication 
was received and of the person on whose be-
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b.a.l! such person was acting in making the 
communioa:tlon: 

"(D) a brief summa.ry o.f the subject ms.t­
ter or matters of the communication, in­
cluding relevant docket numbers lf known; 

"(E) in the case of communications 
through letters, documents, briefs, and other 
written material, copies of such material in 
its original form.. In the case of lil.aterials 
which fall under section 552 (b), a summary 
of the communication or a copy of such 
material with suitable deletions will suffice 
in lieu of the original; 

"(F) a brief description, when applicable, 
of any action taken by the official in response 
to the communieation. 

"(b) ( 1) Each agency official shall prepare 
a record of communications ma.lntalned for 
su.m.ma.ry disclosure for each oral or written 
communication initiated by persons outside 
the agency, pertaining to a substantive pol­
Icy matter before the agency, except any 
such communication from informants or 
members of the working· press. For the pur• 
pose of this paragraph, a 'substantive policy 
matter• means any important agency action 
or policy issue as prescribed in regulations 
promulgated by the agency, excep~ that no 
such regulation shall apply to agency pro­
ceedings as defined In section 551(12) o.f 
this chapter. 

"(2) Each agency official shall prepare a 
record of communications maintained for 
full disclosure for each oral or written com­
munication, initiated by persons outside the 
agency, during the pre-adjudicative stages of 
a proce.eding or pertaining to a pending 
agency proceeding, except (1) any such com­
munication from Informants or members of 
the working press and (11) any such com­
munication initiated by the party to an 
enforcement proceeding during the pre­
adjudicative stage. With respect to com­
munications initiated by the party to an 
~nforcemen.t proceeding during the pre­
adjudicative stage the agency official shall 
prepare a record of communications main­
tained for Internal disclosure. 

"(c) (1) Each agency shall assure that rec­
ords of communications maintained for 
sum:tnarY disclosure and records of com­
munications maintained for full disclosure 
shall be prepared and furnished for inclu­
sion 1n a public file within five working days 
of the receipt of the communication. Pub­
lic files containing such records shall be 
located in the public reading room <>f the 
agency. Such records for which no public 
me already .exists shall be p1aced. tn public 
files toeated in "the public reading room, .ap-

ropriately m11exed. pursuant to regulations 
promulga.ted by the agency. All pubUc files 
shall be ma.mtained for A period of .five 
years, and shall be available for public in­
spection and copying. 

"(2) Each agency shall assure that records 
of communications maintained for internal 
disclosure shall be prepared and furnished 
for permanent inclusion in the case or other 
approprlate file and that a copy o! such rec­
ord shall be furnished for inclusion in a 
centrally located file In the agency within 
five working days of the receipt of the com­
munication. 

"(d) Each agency official who is compen­
sated under the Executive Schedule under 
this title shall provide for the maintenance 
of his prospective and retrospective calen­
dars for public inspection in the public read­
ing room of the agency. Such materials shall 
be submitted, and updated, the first working 
day of each week. 

" (e) Any agency official who knowingly 
and willfully falsifies, forges, or fails to file 
any record required by this section shall be 
fined not more than $1,000 or Imprisoned 
not more than one year, or both.'' 

(b) 'The analysis of Chapter 5 of Tltle 5, 
United States Code, Is amended by adding 
after item "559" th-e following new item: 

"§ 560. Maintenance of records of ex parte 
communications". 

Sec. 3. One year after the elfective date of 
this Act, the Adminlstra.tive COnference of 
the UD.!:ted States shall prepare a study of 
the procedures established under this section 
and offer suggestions to agencies and to Con­
gress for their modification or improvement. 

SEc. 4. The amendments made by this Act 
shall take effect ninety days after the date 
of enactment. 

By .M:r. NELSON (for himself and 
Mr. JAVITS) : 

S. 1290. A bill to reorganize the Clem­
ency Board, the Department of Defense, 
the Department of Justice and the De­
partment of Transportation to provide 
fair and efficient consideration of all in­
dividuals eligible for amnesty relating to 
military service in the war in Southeast 
Asia, and for other purposes. Referred to 
the Committee on Government Oper­
ations. 

CONTINUATION OF THE .PRESIDENT'S AMNESTY 
PROGRAll4 

Mr. NELSON. Mr. President, Senator 
JAVITS is joining me in introducing a bill 
to continue the President's amnesty pro­
gram with certain changes. 

The time has come for Congress to 
take further steps to heal the deep 
wounds inflicted -on our Nation by the 
long and bitter war in Vietnam. Specifi­
cally, Congress should support and ex­
tend the President's amnesty program 
for the thousands of young men who 
evaded the draft or deserted the military 
during the Vietnam conflict. We are 
therefore introducing legislation f-or that 
purpose. 

The need for immediate action on this 
legislation is clear. Last September, Pres­
ident Ford took the constructive step of 
establishing a program to provide am­
nesty for thousands of young men who, 
for one reason or another, felt compelled 
to refuse the draft or desert the mllitaey 
during the Vietnam war. In creating that 
program, the President recognized, as we 
all should, that the interests of sO'ciety 
are served best when its system of justlce 
reflects a good measure of understanding 
and mercy. The President spoke of this 
national need last summer when he an­
nounced his intention to issue an am­
nesty _program: 

All of us who served in one war or another 
know very well that .all wars are the g1ory 
and agony of the young . .In my Judgment, 
these young Americans should have a second 
chance to contribute their fair share to the 
rebuilding of peace among ourselves and 
with all nations. 

So I am throwing the weight of my Presi­
dency into the scales of justi<:e on the side 
of leniency ..•• 

I ask all Americans who ever asked for 
goodness and mercy in their lives, who ever 
sought forgiveness for their trespass, to join 
in rehabilitating all the casualties of the 
tragic confldct of the past. 

The program promulgated one month 
later incorporated the spirit of the Presi­
dent's promise. That program insured 
that every Vietnam draft evader or mili­
tary deserter would be given a fair hear­
ing to determine whether or not he 
should be ·granted clemency for his of.:. 
fense. The President's program also pro­
vided that, under certain circwnstances. 

clemency would be granted only if the 
offender agreed to perfonn some alter­
nate public service for a period of 2 years 
or less. 

Already there is enough evidence with 
individual cases to demonstrate the wis­
dom and justice of an amnesty program. 
The Clemency Board created by the 
President. for example. has reviewed a 
large number of cases in which clemency 
was necessary as a matter of simple jus­
tice. Some representative cases reviewed 
by the Board include the following: 

One individual served valiantly with 
the Army in Vietnam for almost a year. 
He was wounded three times and was 
awarded three Purple Hearts, the Viet­
nam Service Medal, and the Bronze Star 
for valor. After being reassigned to the 
United States, his father went bank~ 
rupt because of a drinking problem and 
his family generally iell upon hard times. 
He therefore returned home without au­
thorization from the Army to earn some 
money to help his parents and his seven 
brothers and sisters. Despite these cir.:. 
cmnstances, the individual was fined, 
sentenced to six months at hard labor, 
and given a bad conduct discharge. 

Another individual also served valiant­
ly with the Army in Vietnam for a year 
and earned the Republic of Vietnam 
Campaign and Vietnam Service Medals. 
After his return to the United States, 
he requested an administrative discharge 
from the Army so that he could return 
home to help his mother, who had be­
come extremely ill and was in desperate 
financial straits. When the Army refused 
the request for an administrative dis­
charge, he returned home and went im­
mediately to work. He, too, was fined and 
given a bad conduct discharge. · 

Another individual was a Jehovah's 
Witness whose religion forbade him from 
participation in war, He applied for con~ 
scientious objector status, but thai was 
denied because the application was made 
after he had received his induction no­
tice. The individual reported for induc­
tion but failed to step forward and take 
the oath. He turned himself in and 
stated he would do aUemate service. 
However, he was convicted as a draft 
evader and given a 3%-year sentence, of 
which he served almost a year. 

These and many similar eases under­
score 'the need to continue the amnesty 
program. No one should condone viola­
tions of the law. But respect for the law 
does not preclude mercy in the dispensa­
tion of punishment. Nor should it blind 
one to injustices in the administration 
ofthelaw. · 

Under the most recent Executive order, 
every eligible draft evader or military de­
serter must apply for clemency by March 
31, 1975. After that, there will be no in;. 
stitutionalized opportunity for an eligible 
individual to seek the clemency he may 
deserve. This would be most unfortunate. 
Of the approximately 125,000 men eli.:. 
gible to apply for clemency, fewer than 
20,000 have taken advantage of the op­
portunity. At this point we do not know 
all the reasons which may account for 
the imwillingness or inability of eligible 
individuals-tO apply. But we do know that 
the President's. spirit of reconciliation 
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will not be served-and will in fact be 
undermined-if the opportunity for 
those individuals to receive mercy is 
withdrawn at the end of this month. 

Congress, however, should not expect 
the President alone to continue to bear 
the burdens of the amnesty program. 
Congress, after all, 1·epeatedly voted bil­
lions of dollars of public funds-over the 
dissents of myself and others-for the 
Vietnam war. Congress thus assumed 
. orne responsibility for the conduct of 
American policies in Vietnam. Congress 
should now accept some responsibility 
for ending the divisiveness which the war 
created. 

This bill would enable Congress to ful­
fill that responsibility. In essence, the bill 
provides for the continuation of the 
President's program with certain modi­
fications. These modifications account 
for some problems which have '!Jeen ex­
posed by the program's implementation 
over the past few months. 

The first problem which the bill tries 
to con·ect concerns the administration 
of the program. The President's program 
actually consists of four separate opera­
tions. The Justice Department handles 
all cases of draft evasion where the in­
dividual has not yet been convicted. Ac­
cording to the Justice Department, this 
involves approximately 4,400 men. The 
Department of Defense handles all cases 
of military desertion from the Army, the 
Navy, the Marines, and the Air Force 
where the individual has not yet been dis­
charged. The Department of Transporta­
tion independently handles all cases of 
military desertion from the Coast Guard 
where the individual has not yet been 
discharged. Together, the Defense and 
Transportation Departments estimate 
that there are 12,500 eligible men under 
their jurisdictions. Finally, the Clemency 
Board handles all cases where the in­
dividual has been convicted of draft eva­
sion or already discharged from the 
Armed Forces. The Board estimates that 
110,000 eligible men are within its juris­
diction. 

The problem here is that there are 
different agencies which are applying 
different crite1ia to people in similar 
situations. Someone who was discharged 
from the Army for being absent without 
leave, for example, may receive better 
treatment at the hands of the Clemency 
Boa1·d than someone who went AWOL for 
similar reasons but has not yet been dis­
charged and is therefore subject to the 
Defense Department's jurisdiction. Or, 
conversely, the Board may recommend 
that a military deserter do alternate 
service to obtain some form of clemency; 
the Defense Department, on the other 
hand, cannot require someone to do such 
alternate se1·vice outside the armed serv­
ices since it loses jurisdiction over the 
individual as soon as he is discharged. 

To prevent these kinds of inequitable 
situations, the bill would vest the Clem­
ency Board with jurisdiction over all 
cases of ru·aft evasion and military de-
·ertion. In this way, the same criteria 
and 1·ecommendations will be applied to 
people in similar situations. As a prac­
tical matter, this will increase the 
Board's workload by only 10 percent. 

Another problem which the bill at-

tempts to remedy concerns the arrest, 
prosecution and punishment of men who 
have applied for clemency. Under the ex­
isting situation, a draft evader living in 
Canada may return to the United States 
and apply for clemency. After conducting 
its examination, the Board may recom­
mend a period of alternate service which 
the individual may decline to accept be­
cause he believes it is inequitable. If the 
offer of clemency is rejected, the individ­
ual immediately becomes subject to ar· 
rest, pro ecution, and punishment. 

This is clearly unjust. An individual 
should not have to risk prosecution in 
order to apply for clemency. The bill con­
sequently provides that an individual 
who rejects any clemency offer may re­
turn to any foreign country in which he 
may have been living before he made the 
application for clemency. 

Another problem concerns the right of 
draft evaders and military deserters liv­
ing abroad to visit their families. To the 
rich family, of course, this is not a prob­
lem; they can afford the travel costs to 
visit their son wherever he may be. But 
to the vast majority of families, the cost 
of their son's draft evasion or military 
desertion means that they may never 
see him again because they cannot afford 
the travel expenses involved. The Viet­
nam war has already caused enough 
heartache and divisiveness. We should 
not compound the problem by prohibiting 
families from seeing their son, especially 
when his offense may be based on moral 
principle or some other compelling 
reason. 

To correct this situation, the bill pro­
vides that any draft evader or military 
deserter living abroad shall be given a 
30-day nonimmi~n·ant visa each year. The 
bill provides further that anyone holding 
such a visa will be immune from atTest, 
.prosecution or punishment for draft eva­
sion or military desertion. 

Finally, the bill does away with all 
deadlines for making a clemency appli­
cation. Draft evasion and military deser­
tion during the Vietnam war often 
involved agonizing choices by men who 
ultimately felt a greater obligation to 
their families or their conscience than 
to the laws and regulations governing 
military service. Such a person may need 
considerable time to decide whether or 
not to apply for clemency under the 
President's program-not only to under­
stand fully how the program works but 
also to determine whether he wants to 
take advantage of it. 

In any event, there is no sense in mak­
ing this process a race to beat the clock. 
This is especially so since some individ­
uals may have committed an offense 10 
years ago and have had a long time to 
consider their fate, while others may have 
committed an offense only 2 or 3 years 
ago. Accordingly, the bill provides that 
the Clemency Board will entertain ap­
plications until its demise on Decem­
ber 31, 1976; thereafter, its functions will 
be assumed by the Justice Department. 
This should not pose any administrative 
burden since the vast majority of eligible 
men who want to apply will probably do 
so within the year. 

The bill being offered today does not 
pose any constitutional problems. The 

legislation makes clear that the Presi­
dent will have the sole responsibility and 
discretion to determine whether clem­
ency should be granted and, if so, under 
what conditions. Therefore, the bill does 
not in any way restrict the pardon power 
or any other power granted to the Presi­
dent under article n of the Constitution. 

Many decades ago, Supreme Court 
Justice Benjamin Cardozo wrote that 
"the final cause of law is the welfare of 
society.'' That observation underlies the 
importance of the legislation being of­
fered today. For there is no question but 
that this bill, if enacted, would do much 
to further the welfare of our society. It 
would enable thousands of young men 
to redeem their mistakes of the past; 
and in giving them this chance, the bill 
will further the spirit of national recon­
ciliation which the President paid trib­
ute to in announcing the amnesty pro­
gram. 

In offering this bill, we recognize that 
there are broad disagreements among 
people as to the merits of that program. 
I have cosponsored the bill offered by 
Senator PHILIP HART to grant uncondi­
tional amnesty to all Vietnam draft 
evaders and military deserters. At some 
point in the near future the Congress is 
going to have to face the question of 
whether we should grant unconditional 
amnesty to the Vietnam draft evaders 
and military deserters. But in the mean­
time we should not allow thousands of 
young men to become the unintended 
victims of our disagreements. Time is 
running out of them. The President's 
program requires all applications for 
clemency to be filed by March 31, 1975. 
For this I'eason, I trust and hope that 
the measure being offered today will be 
given a fair and speedy hearing. 

Mr. President, I ask unanimous con­
sent to insert the text of the bill in the 
RECORD at this point. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

8.1290 
Be tt enacted by the Senate and House of 

.Representatives of the United States of 
America in Congress assembled, That this 
b1ll may be cited as the "Clemency Board 
Reorganization Act of 1975." 
REORGANIZATION OF THE PRESIDENTIAL CLEM­

ENCY BOARD 

SEc. 2. The Presidential Clemency Board 
created by Executive Order 11803, dated 
September 16, 1974, is hereby established 
by law and reorganized to assume such re­
sponsibilities and powers granted to it by 
this Act and is directed to execute such re­
sponsibilities and powers in a. manner con­
sistent with the provisions of this Act. The 
Board shall be composed of nine members to 
be appointed by the President, one of whom 
shall be designated by tlle President to serve 
as chairman. 
REORGANIZATION OF EXECUTIVE DEPARTMENTS 

AND AGENCIES AND TRANSFER OF POWERS 

SEc. 3. (a) Any jurisdiction, responsibility 
m· function which the Depe.rtment of Defense 
has with respect to any draft evader or mili­
tary deserter, as defined by this Act, under 
any law, regulation, presidential proclama­
tion or Executive Order, shall be transferred 
to the Presidential Clemency Board. The De­
partment of Defense shall thereafter be re­
lieved of all such jurisdiction, responsibility 
or function, except as may otherwise be pro­
vided for by this Act. 
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(b) Any jurisdiction, responslbdlity or 
function which the Department of Justice 
has with respect to any draft evader or mm­
tary deserter, as defined by this Act, under 
any law, regulation, presidential proclama­
tion or Executive Order shall be transferred 
to the Presidential Clemency Board. The 
Department of Justice shall thereafter be 
relieved of all such jurisdiction, responsibil­
ity or function, except as may otherwise be 
provided for by this Act. 

(c) Any jurisdiction, responsibility or 
function which the Department of Trans­
portation has with respect to any draft 
evader or military deserter, as defined by this 
Act, under any law, regulation, presidential 
proclamation or Executive Order shall be 
transferred to the Presidential Olemency 
Board. The Department of Transportation 
shall thereafter be relieved of all such juris­
diction, responsibdlity or function, except as 
may otherwise be provided for by this Act. 

THE FUNCTIONS OF THE PRESIDENTIAL 
ClEMENCY BOARD 

SEc. 4. (a) The Board, under such regula­
tions as it may prescribe, shall examine the 
cases of all draft evaders and mdlitary de­
serters who apply for Executive clemency. 

(b) The Board shall report to the President 
its findings and recommendations as to 
whether Executive clemency should be 
granted or denied in any case. If clemency is 
. recommended, the Board shall also recom­
mend the form that such clemency should 
take, including clemency conditioned upon 
a period of alternate service in the national 
interest. In recommending any period of al­
ternate service, the Board shall consider, 
among any other factors it deems appro­
priate, any prison term, or part thereof, 
or other punishment which the indi­
vidual has served or endured for any of-

. tense specified in subsection (a) or (b) of 
section 14 of this Act. In the case of an in­
dividual discharged from the armed forces 
with a punitive or undesirable discharge, the 
Board may recommend to the President that 
a clemency, general or honorable discharge 
be substituted for a punitive or undesirable 
discharge. The President shall make the final 
determinations as to whether Executive 
clemency should be offered and, if so, under 
what conditions. 

(c) The Board shall give priority considera­
tion to those applicants who are presently 
confined and have been convicted only of an 
offense specified in subsection (a) or (b) or 
section 14 of this Act, and who have no other 
outstanding criminal charges pending against 
them. 

(d) Any alternate service recommended by 
the Board under subsection (b) of this sec­
tion shall not be longer than two years and 
shall promote the national health, safety or 
interest. No applicant shall be permitted to 
complete all or any part of such alternate 
service by service in the armed forces. The 
alternate service shall be completed in ac­
cordance with such regulations. as the Board 
may prescribe and under the auspices of any 
department or agency of the United States 
which the Board deems appropriate. Any ap­
plicant who satisfactorily complete the 
period of any alternate service propoSed by · 
the President will be relieved of arrest, prose­
cution and punishment for any offense speci­
fied in subsection (a) or (b) of section 14 
of this Act. 

RIGHTS OF APPLICANTS 

SEC. 5. (a) Notwithstanding any other law 
or regulation, any draft evader or military 
deserter residing in a foreign country may 
return to the United States for purposes of 
applying for Executive clemency under the 
provisions of this Act. Such individual shall 
be required to make an application with the 
Board for Executive clemency within 30 days 
after the date of entry into the United States 
and shall not be arrested, prosecuted or 
punished for any offense specified in· sub-

section (a) or (b) of section 14 of this Act 
until the expiration of that 30 day period. 

(b) No applicant shall be arrested, prose­
cuted or punished for any offense specified 
in subsection (a) or (b) or section 14 of thiS 
Act until 30 days after he receives notice 
of the President's disposition of the recom­
mendation made by the Board with respect 
to that applicant, or until 30 days after he 
receives notice of the President's disposition 
of any appeal made to the Board, whichever 
is later, and then only if Executive clemency 
is not offered or, if offered, is not accepted. 
Any applicant who entered the United States 
from another country under the limited im­
munity granted by subsection (a) of this 
section and who rejects any offer of Execu­
tive clemency by the President may return 
to that other countrY at the point of entry. 

(c) Notwithstanding any other law or regu­
lation, any draft evader or military deserter, 
whether or not a Unite<! States citizen, who 
resides in a foreign country and has not been 
indicted or convicted of any offense other 
than those specified in subsection (a) or (b) 
of section 14 of this Act, shall, upon applica­
tion, be given a SO-day non-immigrant visa 
at least once each year if he otherwise quali­
fies for such visa. No draft evader or military 
deserter holding such a non-immigrant visa 
shall be arrested, prosecuted or punished for 
any offense specified in subsection (a) or (b) 
of section 14 of this Act . 

(d) Any regulations adopted by the Board 
pursuant to section 4 (a) of this Act shall 
account for and preserve any and all legal 
and constitutional rights which a draft 
evader or military deserter may have. 
REACQUISITION OF UNITED STATES CITIZENSHIP 

SEc. 6. Notwithstanding any other law or 
regulation, any applicant who has renounced 
his United States citizenship and acquired 
the citizenship of another country may have 
his United States citizenship restored by ap­
pearing before a United States district court 
judge and renouncing citizenship of that 
country and pledging allegiance to the United 
States. 

SEALING OF RECORDS 

SEc. 7. Any and all records of an offense 
for which a Presidential pardon has been 
granted under this Act shall be sealed and 
shall not be disclosed e cept: 

(a) in response to an order of a court of 
competent jurisdiction; 

(b) at the request of the pardoned appli­
cant; 

(c) at the request of a department or 
agency of the United States which is conduct­
ing a lawful investigation necessary for a 
security clearance or Preside.ntial appoint­
ment; or 

(d) at the request of a department or 
agency of the United States which iS con­
ducting a lawful investigation of fraud in 
the application for or the granting of Ex .. 
ecutive clemency under the provisions of 
this Act. 

VETERANS BENEFrrS 

SEc. 8. Unless otherwise granted by the 
President, the issuance of a clemency dis­
charge shall not automatically confer rights 
to Veterans Benefits: Provided., That the 
Veterans Administration or the Department 
of Defense may review each case of an appli­
cant receiving a clemency discharge for the 
purpose of determining whether or not Vet­
erans Benefits should be granted; such re­
view shall be without regard to any acts for 
which a presidential pardon has been 
granted. 

ADMINISTRATION 

SEC. 9. Each member of the Board, other 
than an officer or employee of the United 
States, shall be entitled to compensation for 
each day he is engaged in the work of the 
Board at a rate not to exceed the daUy ra-ce 
prescribed by law for persons and positions 
in G5-18 and shall also be entitled to receive 

travel expenses, including per diem in lieu of 
subsistence, as authorized by law for persons 
in government service employed intermit­
tently. 

ADl\IIINISTRATIVE SERVICES 

SEc. 10. Necessary administrative services 
and support may be provided to the Board 
by the General Services Administration on a 
reimbursable basis. 

COOPERATION OF OTHER DEPARTMENTS AND 
AGENCIES 

SEC. 11. All departments and agencies in 
the Executive branch are authorized and 
directed to cooperate with the Board in the 
conduct of its work and to furnish the 
Board, to the extent permitted by law, all 
appropriate information and assistance. 

FINAL RECOMMENDATIONS; TERMINATION OF 

BOARD 

SEc. 12. The Board shall submit its final 
recommendation to the President not later 
than December 31, 1976, at which time it 
shall cease to exist. Any functions assigned 
to the Board under this Act shall thereafter 
be assumed by the Department of Justice. 

AUTHORIZATION 

SEc. 13. There is authorized to be appro­
priated such sums as may be necessary to 
carry out the provisions of this Act. 

DEFINITIONS 

SEc. 14. As used in this Act-
(a) The term "draft evader" means any 

individual who has been or may be in­
dicted or convicted for any offense committed 
on or after August 4, 1964, and prior to 
March 29, 1973, in violation of section 6(J) 
or 12 of the Military Selective Service Act 
(50 App. U.S.C. § 462) or of any rule or regu­
lation promulgated under such sections, or of 
any related law, rule or regulation. 

(b) The term "military deserter" means 
(A) any individual who has received or may 
receive a punitive or undesirable discharge 
for one or more violations of article 85, 86. 
or 87 of the Uniform Code of Military Jus­
tice (10 U.S.C. 885, 886, 887), or any related 
article, committed on or after August 4, 1964, 
and prior to March 29, 1973, or (B) a:ay 
individual who is serving a sentence for one 
or more such violations. 

(c) "Executive clemency" means a pardon 
or other act of mercy or forgiveness by the 
President, under such terms and conditions 
as the President may prescribe, pursuant to 
powers granted to the President by Article 
n of the United States Constitution. 

(d) "Presidential Clemency Board" or 
"Board" means the body created by this Act 
to consider the cases of draft evaders and 
military deserters and to recommend to the 
President whether such evaders or deserters 
should receive executive clemency and, if 
so, under what conditions. 

(e) "Clemency applicant" or "applicant" 
means any draft evader or military deserter 
who applies for clemency under the provi­
sions of this Act. 

(f) "Clemency discharge'.' means a military 
discharge granted by the President pursuant 
to the provisions of this Act to signify that 
the applicant left the military service under 
honorable conditions. 

(g) The term "Military Selective Service 
Act" means the Military Selective Service Act 
or any prior cc;>rresponding Act. 

By Mr. JOHNSTON (for himself 
and Mr. CRANSTON) : 

S. 1291. A bill to establish a National 
Commission on Economic Growth and 
Stability to identify major changes and 
long-term trends in the economy of the 
United States and to propose public poli­
cies responsive to such changes · and 
trends. Referred to the Committee on 
Banking, Housing and Urban Affairs. 

Mt. JOHNSTON. Mr~ President, ·today 
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Senator CRANSTON and I are introducing 
legislation to create a National Commis­
sion on Economic Growth and Stability. 
The purpose of this commission is to 
bring a number of economic experts into 
Government for 1 year. The mission of 
these economists would be to identify 
the major changes that have occurred 
in our economy, and to make specific 
public policy recommendations for ad­
dressing these changes on a long-term 
ba3is. 

One of the messages of the economic 
recession in which we now find ourselves 
is that our national and international 
economies may be far more complicated 
than any of us realized. In the 1960's, 
when our country enjoyed 9 years of 
continued prosperity, there was the feel­
ing among economists and many Mem­
bers of Congress that we had discovered 
the secret of our economy, and that we 
could fine tune that economy to maintain 
growth, high employment, and price sta­
bility. The last year has shown that that 
kind of confidence was premature. 

The lessons we are now learning are 
very different. Perhaps the most impor­
tant economic lesson of today is that 
there are continuing and substantial 
changes in our economic world. 

All of us can identify several major 
changes. American industrial structure 
continues to become more concentrated. 
Most of our large industries are now 
oligopolistic, with anywhere from three 
to a dozen major producers. At the same 
time. we all have observed the growth of 
conglomerate corporations, so that previ­
ously independent producers and distrib­
utors are now part of much larger cor­
porate entities. 

There are a number of other impor­
tant changes we have seen. The situation 
of world commodity shortages exper­
ienced during 1973 was unprecedented 
in recent years. The current increase in 
unemployment coupled with the highest 
rates of inflation since World War II are 
suggestive of an economic environment 
which is very unusual. The increase in 
energy costs, and the embargo on Arab 
oil in late 1973, have introduced a new 
set of variables into our economic equa­
tions. There is continuing concern about 
our capital needs in the future, and 
whether or not we will be able to meet 
them. And we have recently heard ques­
tions about the total size of Government 
spending-which now accounts for one­
third of our national output-and 
whether such a large public :::ector can 
undermine the solid foundations of our 
economy. 

When we look at this list of economic 
developments, there is an inescapable 
message: Our world is forever changing, 
and we must respond to those changes. 
In submitting this legislation, which is 
titled the Economic Growth Act of 1975, 
we are trying to take a first step toward 
meeting the unprecedented economic 
challenges that we face today. 

Ideally, our Government should have 
an ongoing means of tapping expert eco­
nomic advice on problems of long-range 
importance. Such a resource does not 
now exist. The major elements of the 
economic advisory mechanism-the 
President's Council of Economic Advisers, 

the Department of the Treasury, the 
Federal Reserve Board, and the Office 
of Management and Budget-are too 
concerned in solving our day-to-day 
problems to focus on the long-:-ange is­
sues mentioned before. These organiza­
tions must spend their time in putting 
Americans back to work now; in speed­
ing economic growth now; in restoring 
price stability now. But in solving today's 
problems, we do not always plan well for 
tomorrow. 

We recognize that there is general 
skepticism among many Americans about 
commissions. And this is with good rea­
son. All too often commissions have been 
established when a President has faced 
an issue of national concern and did not 
know specific21ly what to do. All too 
often commissions have lacked independ­
ence, or have functioned with limited 
support from either the executive or 
legislative branch. And all too often the 
proposals of commissions have been 
ignored. 

The body that this legislation would 
create is unlike most of these commis­
sions in many important ways. First, it 
would be a group of men and women 
qualified professionally to do a specific 
job. Most of our commissions include a 
mix of distinguished Americans. And 
that is fine for many tasks. But today we 
have people who are professionally quali­
fied to contribute to our economic prob­
lem-solving, and we should tap thB,t re­
source. This is why this is a commission 
of professional economists. Second, mem­
bers of the commission usually meet in­
frequently, and spend most of their time 
ratifying conclusions that are reached by 
staff. The National Commission onEco­
nomic Growth and Stability would re­
quire that the nine members serve on a 
full-time basis, so that the product of 
the Commission is really the work of the 
members. Third, the commission would 
have complete i dependence. It would 
have its own budget, and would not have 
to rely on the President or the Congress 
once it was created. Fourth, the Commis­
sion would be comprised of members 
nominated by both parties. The legisla­
tion provides for the appointment of five 
members by the President, five by the 
Speaker of the House, and five by the 
President of the Senate. Fifth, there is 
a provision for congressional input into 
the Commission's work by the Joint Eco­
nomic Committee. Sixth, there is a pro­
vision for formal comment on the report 
of the Commission once completed. 

We believe that this proposal would be 
an important first step to our under­
standing the long-range needs of the 
American economy. Perhaps if some­
thing like this had been undertaken in 
the 1960's we could have discovered many 
of the problems we are now facing in the 
1970's and migh~ have better prepared for 
them. If such a commission had made but 
one basic recommendation-for ex-. 
ample, the need for energy conserva­
tion-we could have avoided many of the 
economic hardships that we are now ex­
periencing. Therefore, we hope that the 
Congress will create this Commission 
and that the group can begin its work by 
next fall. 

Mr. President, I ask unanimous con-

sent that the text of this bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1291 
Be it enacted by the Senate and House oj 

Representatives oj the United States oj 
America in Congress assembled That this Act 
may be cited as the "Economic Growth Act 
of 1975." 

FINDINGS 

SEc. 2. The Cvngress finds that-
(1) The goals of the Employment Act o! 

1916, requiring that the Fedenl Government 
usc all practical means to create and main­
tain useful employment opportunities for all 
t~ose able, willing, and seeking work, con­
tmue to be important guidelines for the 
United St ates. 

(2) It is equally important that the Fed­
eral Government, to the greatest extent pos­
sible, use all practical means to maintain 
economic growth in the United States and to 
achieve and maintain stable prices. 

(3) In order to accompli'!h the:e goals, it is 
nece'"sary for the Federal Government to 
identify ma.jor and significant changes in the 
natio'1al a"l.d internathmal economy that 
have oc:mrred, and to proje~t important pos­
sible economic changes for the future. 

(4) These changes should be identified 
with sufficient frequency and specificity so 
t!>at public policy can reflect the e-.;olving 
econ omic environment. 

(5) The industrialization of the United 
States and the rapid and significant changes 
in the structure of American industry have 
resulted in a developing economy that pre­
sents significant problems in maintaining ef­
ficient utilization of scarce resources and 
maximum utllization of production capacity. 

(6) The growing interdependence of na­
tional economies raises additional issues in 
the coordination of the intemational econ­
omy. 

(7) Existing institutions do not adequately 
identify and anticipate the kind of broad and 
significant changes in economic activity that 
occur. 

(8) Therefore an organization should be 
established to identify major problems fac­
ing the United States economy in the future, 
in the context of the primary changes that 
have occurred in the national and intema­
ticnal economies, and to identify public pol­
icy for achieving national economic goals. 

PURPOSE 

SEc. 3. It is the purpose of this Act to es­
tablish a National Commission on Economic 
Growth and Stability to identify the major 
changes in the national and international 
economic environments that would affect the 
development of national economic policy. 
The Commission shall propose a long-range 
program designed to achieve the national 
economic goals referred to in section 2 ( 1) 
and (2) of this Act. 

ESTABLISHMENT AND DURATION 

SEc. 4. (a) There is established as an in­
dependent instrumentality of the Federal 
Government a National Commission onEco­
nomic Growth and Stability (hereinafter re­
ferred to as the "Commission"). The Com­
mission shall consist of 9 members who are, 
by background, training, or experience, 
qualified economists and who shall serve on 
a full-time ba.sis for the first 12 months of 
Commission activity, during which time the 
report of the Commission will be completed. 
The Com.miSsion shall cease to exist 18 
months after appointment, and members will 
serve during the last 6 months with suffi­
ciency frequency to conduct the hearings and 
receive the comm.ents as provided !or in Sec­
tion 6 (c) . Commission members wUl receive 
per diem compensation during this 6-month 
period, as provided in Section 4 (c) . 
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(b) The members of the Commission shall 

be appointed by the President, by and with 
the advice and consent of the Senate, except 
that 3 members so appointed shall be from 
among individuals recommended by the 
Speaker of the House of Representatives, and 
3 such members shall be appointed from 
among individuals recommended by the 
President pro tempore of the Senate. The 
President shall, at the time of appointment, 
designate one of the members to be chair­
man of the Commission and one of the mem­
bers to be vice-chairman of the Commission. 

(c) Each member of the Commission shall 
be entitled to be compensated at a rate equal 
to the rate for level IV of the Executive 
Schedule under section 5315 of title 5, United 
States Code, whether the compensation is 
on an annual or per diem basis. 

(d) The Commission shall submit a final 
report not later than 12 months after the 
appointment of the Commission to the Pres­
ident and the Congress on specific findings 
and recommendations with respect to the 
subjects outlined in section 5. The Commis­
sion may prepare, publish, and transmit to 
the President and to the Congress such other 
reports and recommendations as it deems 
appropriate. 

FUNCTIONS 

SEc. 5. It shall be the function of the 
Commission to conduct a study and report to 
the President and to the Congress with re• 
spect to major changes in the economy and 
proposed policies for addressing these 
changes. The work of the Commission should 
focus on the long-term issues facing the na­
tional economy, and should identify appro­
priate public policy for addressing projected 
long-term changes in national economic 
structure, stability, and activity. The work 
of the Commission will present findings on 
the following subjects, as well as other topics 
selected by the Commission: 

( 1) Sources and problems of economic 
growth, including productivity trends, the 
availability of capital and the structure of 
capital markets, the impact of population 
trends, the impact of technical achieve­
ments and technology transfer, the impact 
of energy shortages and long-range shortages 
1n other commodities, and monetary policy. 

(2) Problems of price stability, including 
the impact of more concentrated market 
structures on competition, antitrust laws 
and their enforcement, structure and impact 
of organized labor, and the effectiveness and 
significance of Government rate-making 
commissions. 

(3) Problems of full employment, includ­
ing long-range manpower training, and the 
correspondence of manpower supply with 
employment demands in the long term. 

( 4) Problems of international economic 
stabllity, including international trade 
policy, the international monetary system, 
and the United States balance of payments. 

(5) Problems of Government fiscal pollcy, 
including the level and composition of Gov­
ernment spending, and the structure and 
impact of the tax system. 

(6) Effectiveness of the existing economic 
advisory mechanism, including the current 
resources for economic policy formulation. 

ADVICE TO THE COMMISSION 

SEC. 6. (a) The Commission may, during 
the period of its work, hold hearings at such 
times and places as it ma:-- deem advisable 
to gather information and opinions about 
subjects of importance to the Commission's 
study. 

(b) It is recommended that during the 
period of its work the Commission solicit ad­
visory counsel from representatives of in­
dustry, labor, relevant international orga­
nizations, governmental regulatory agencies 
and commissions, the banking and invest­
ment industries, members of the antitrust 
and tax bar, and elected public officials. 

(c) During the period of six months after 

the issuance of its report, the Commission 
shall receive comments on the report and 
hold hearings on the report. If it is deemed 
necessary by the Commission, a supplement 
to the report may be issued to summarize 
contributions made from this comment and 
hearing process. 

(d) The provisions of the Federal Ad­
visory Committee Act will not apply to this 
Commission. 

STAFF AND POWERS 

SEc. 7. Subject to such rules and regula­
tions as it may adopt, the Commission 
may-

( 1) appoint and fix the compensation of 
an Executive Director at the rate provided 
for G&-18 of the General Schedule under 
section 5332 of title 5, United States Code, 
and such additional staff personnel as is 
deemed necessary, without regard to the 
provisions of title 5, United States Code, 
governing appointments in the competitive 
service, and without regard to chapter 51, 
and subchapter m of chapter 53 of such title 
relating to classification and General Sched­
ule pay rates but at rates not in excess of the 
lowest rate for GS-15 of the General 
Schedule; 

(2) procure temporary and intermittent 
services to the same extent as is authorized 
by section 3109 of title 5 United States Code. 

CONGRESSIONAL OVERSIGHT 

SEc. 8. The Joint Economic Committee 
shall monitor and review the activities and 
reports of the Commission. 

ASSISTANCE OF GOVERNMENT AGENCIES 

SEc. 9. Each department, agency, and in· 
strumentality of the Federal Government 
including the Congress, consistent with the 
Constitution of the United States, is au­
thorized and directed to furnish to the Com• 
mission such reports, and other information 
as the Commission deems necessary to carry 
out its functions under this Act. 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 10. There are authorized to be appro­
priated not to exceed $2,000,000 for the ex­
penses of the Commission. 

By Mr. HASKELL (for Mr. JACK­
SON) (for himself and Mr. 
FANNIN) (by request> : 

S. 1292. A bill to provide for the man­
agement, protection, and development of 
the national resource lands and for other 
purposes. Referred to the Committee on 
Interior and Insular Affairs. 

Mr. HASKELL. Mr. President. As you 
know, on January 30, 1975, I introduced 
S. 507-the National Resource Lands 
Management Act. This bill, often 
referred to as the BLM Organic Act 
would provide the first comprehensive 
statement of congressional goals, poli­
cies, anc! authority for the use and man­
agement of 451 million acres of federally 
owned lands administered by the Secre­
tary of Interior through the Bureau of 
Land Management. 

I am introducing today, for Senators 
JACKSON and FANNIN, by request, the ad­
ministration's version of this important 
legislation. I am pleased to note, Mr. 
President, that this bill closely parallels 
S. 507 in many respects. Unfortunately, 
the administration's proposal was not 
available last week when the Subcom­
mittee on the Environment and Land 
Resources held a hearing on S. 507. Due 
to the extraordinary number of rollcall 
votes on the floor last Friday, the sub­
committee was unable to complete the 
hearing in a single day. Therefore, we 
will be scheduling another hearing in 

the near future and will be pleased to 
have the administration's proposal be­
fore us at that time. 

I ask unanimous consent that the let­
ter of transmittal accompanying the ad­
ministration's proposal be included in 
the RECORD at this point. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

WASHINGTON, D.C., 
March 6, 1975. 

DEAR MR. PRESIDENT AND DEAR MR. SPEAKER: 
Transmitted herewith is a draft bill "To pro· 
vide for the management, protection and 
development of the national resource lands, 
and for other purposes." 

We recommend that the proposed bill be 
referred to the appropriate committee and 
that it be enacted. 

The national resource lands administered 
by the Secretary of the Interior through the 
Bureau of Land Management comprise 60% 
of all Federal lands. The national resource 
lands were for many years used as a means 
of stimulating the growth and development 
of the West. Consequently, little attention 
was given to preserving the irreplaceable 
values of those lands. Many of the laws per­
taining to the lands were designed primarily 
to facilitate disposal. Although there has 
been a growing awareness that these lands 
are an invaluable national asset and al­
though our policy is now to preserve their 
values in Federal ownership for the benefit 
of the general public, these lands have in­
herited an archaic and often conflicting con­
glomeration of laws which govern their use. 

From 1812 to 1946, these lands were under 
the custodial administration of the General 
Land Office 1n the Department of the In­
terior. Its primary job was to survey the 
land and convey it to quallfied applicants. 
The dust storms and other distress of the 
1930's focused national attention on western 
lands. In 1934, the Taylor Grazing Act 
brought a large measure of protection and 
management to the "forgotten lands" in the 
West. For the purpose of managing grazing 
of the western lands, the Grazing Service was 
created within the Department of the In­
terior. 

From 1934 to 1946, the Grazing Service and 
the General Land Office shared administra­
tion of the western range. The Bureau of 
Land Management was created in 1946 pri­
marily through consolidation of the func­
tions of these two existing agencies. The va­
riety of responsibilities of the Bureau of 
Land Management is extraordinary among 
the Federal resource management agencies: 

It has exclusive jurisdiction over and re­
sponsibility for management of 450 million 
acres of national resource lands. In addition, 
BLM has some m.a.nagement responsib111ties 
on millions of acres of withdrawn lands. 

In cooperation with the Geological Survey, 
it has responsibilities for administration of 
the mineral laws on more than 800 Inillion 
acres of land including public domain, ac­
quired lands and lands in which the United 
States has reserved mineral interests. In ad­
dition, BLM administers the mineral leasing 
program on the Outer Continental Shelf. 

It keeps the basic public land records a.nd 
does land boundary surveys for most Federa.l 
lands. 

Despite the extensive responsibilities of 
BLM, Congress has never clearly defined 
BLM's mission or made a comprehensive 
grant of authority to BLM to acoomplish its 
mission. Unlike other Federal conservation 
agencies such as the National Park Service 
and the National Forest Service, the mission 
and authority of BLM must be gleaned from 
some three thousand land laws which have 
accUinulated over some 170 years. This piece­
meal collection of laws is seriously inade­
quate, incomplete, and sometimes conflicting. 

Although the Bureau of Land Management 
1 
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1s responsible for more Federal land than 
a.ny other Federal agency, its authorization 
to administer the land is inadequate. For 
example, BLM has insufficient sale and ex­
change authority and has no genera.l author­
ity to enforce its rules and regula.tions. It 
does not have essential administrative au­
thority enjoyed by other Federal agencies, 
such as really workable exchange authority, 
or a. working ca.pita.l fund a.nd authority to 
contract with State a.nd local law enforce­
ment agencies for protection of Federal lands 
a.nd their uses. The bill transmitted here­
with would provide the basic mission state­
ment and authority f01r management, protec­
tion, development, sale and administration 
of national resource lands. It would be a. Con­
gressional declaration, for the first time, of 
national policies governing the use and man­
agement of the national resource lands and 
would provide spectfic guidelines for the 
management of these vast lands. 

The format of the bill is designed in view 
of the long-range needs for a. legislative base 
for the management of the na.tiona.l resource 
lands, as pointed out in various analyses, in­
cluding that of the Public Land Law Review 
Commission. Each title of the proposal is 
designed to permit separate consideration of 
its provision and to permit modlfica.tlons 
Without review of other titles. It provides for 
a separate repealer title, to consolidate ad­
ministrative authority in one act a.nd elimi­
nate archaic laws. 

Title I of the proposal, the "National Re­
source La.nds Ma.nagement Act". declares a 
national policy that these lands be managed 
under the principles of multiple use and sus­
tained yield in a manner whkh will, using all 
practicable means and measures, protect the 
quality of environment, including requiring 
appropriate land reclamation as a condition 
for use. 

It directs the Secretary of the Interior to 
inventory the national resource lands and to 
develop comprehensive land use plans for 
such lands, giving priority to areas of crit­
ical environmental concern. "Areas of critical 
environmental concern" are defined to in­
clude, among others, important natural sys­
tems and scenic or historic areas. The bill 
also directs the Secretary to identify land 
suitable for wilderness study, and to review 
and make recommendations to Congress for 
inclusion of eligible land within the Wilder­
ness System. 

Title II, Conveyance and Acquisition Au­
thorities, would provide modern disposal au­
thority for the Secretary to sell by com­
petitive bidding national resource lands at 
not less than fair market value, when man­
agement of those lands would be slgnifl­
ca.ntly improved or when such disposal would 
serve important public objectives which can­
not be prudently and feasibly achieved on 
land other than the na tiona.l resource lands, 
or when the lands are not suitable for Fed­
eral purposes. Under certain circumstances 
it would authorize conveyance of mineral in­
terests in lands to the surface owner if cer­
tain criteria are met. Acquisition of lands 
needed for proper management of national 
resource lar...ds would be authorized. 

Title m, Management Implementing Au­
thority, would provide modern land manage­
ment tools and procedures designed to facili­
tate achievement of the goals and objectives 
established for the national resource lands. 
Among other things, it would establish a 
working capital fund that would afford a 
more efficient method of accounting for vari­
ous programs and service operations of the 
Bureau of Ls.nd Management. 

It would significantly facilitate manage­
ment of the national resource lands by mak­
ing violation of laws and· regulations pertain­
ing to them a crime and by vesting enforce­
ment authority in certain designated Depart­
mental employees. In addition, the Secretary 
would be authorized to cooperate with State 
and local law enforcement agencies on na.-

tiona! resource lands and to reimburse them 
for extraordinary services on national re­
source lands. 

Title IV provides uniform and compre­
hensive authority for the Secretary to grant 
rights-of-way for purposes ranging from 
roads, trials and canals to powerllnes and 
pipelines other than oil and gas pipelines. 
Presently this authority must be gleaned 
from numerous, often overlapping laws. 

Title V of the proposal would repeal a 
number of obsolete, duplicative, or super­
seded laws. These include a hodgepodge of 
land disposal laws. and a number of other 
laws relating to fees, charges, and other ad­
ministrative matters. 

The national resource lands are a price­
less and irreplaceable national asset. It is 
time to provide the Department of the In­
terior with the tools to manage and preserve 
them in accordance with their value to the 
American pt:ople. 

The Office o! Management and Budget has 
advised that this legislative proposal is 1n 
accord with the progra.m of the President. 

Sincerely yours, 
JACK HORTON, 

.Assistant Secretary of the Interior. 

By Mr. METCALF (for himself, 
Mr. MANSFIELD, and Mr. PACK­
WOOD): 

S. 1293. A bill to establish the Charles 
M. Russell National Wildlife Range, the 
Charles Sheldon National Wildlife 
Range, and the Kofa National Wildlife 
Range as part of the National Wildlife 
Refuge System. and for other purposes. 
Referred to the Committee on Commerce. 

Mr. METCALF. Mr. President, a major 
component in our efforts to protect wild­
life in the Western United States has 
been a system of wildlife ranges, includ­
ing the preserve of nearly a million acres 
in central Montana known as the Charles 
M. Russell National Wildlife Range. 
Imagine my surprise when, upon return­
ing from an Interparliamentary Union 
Conference in February, I learned that 
the Interior Department had arbitrarily 
decided to oust the U.S. Fish and Wild­
life Service from administrative respon­
sibilities of the Russell and two other 
major ranges and award sole jurisdiction 
for them to the Bureau of Land Manage­
ment. The action regarding the Russell 
Range was taken without any consulta­
tion with the Montana Senators, and the 
same may have been true with regard to 
consultation with my colleagues repre­
senting States in which the other ranges 
are located. I refer to the Kofa Range in 
Arizona and the Sheldon Range located 
in Nevada and Oregon. 

Apart from the questionable legal basis 
for such an arbitrary decision, I was dis­
tressed that jurisdiction was awarded to 
an agency which is identified in the pub­
lic eye with commercial use of public 
lands. I have long insisted that the Bu­
reau of Land Management has one of the 
most difficult jobs in America managing 
some of our most fragile lands without 
adequate popular and congressional sup­
port. But I cannot understand why the 
Bureau, with its many and diversified 
problems, wants to expand into manage­
ment of game ranges in the west. 

I have always held the view that the 
Fish and Wildlife Service should be the 
sole administrator of the areas in ques­
tion, and have so communicated my feel­
ings to the Secretary. But I refrained 

from introducing remedial legislation 
pending an explanation from the BLM. I 
met with agency officials in my office on 
March 7 and queried them at length on 
the rationale for the transfer. With re­
luctance, I agreed to withhold introduc­
tion of legislation pending the outcome 
of explanatory hearings by the BLM in 
Montana. Assistant Secretary Jack Hor­
ton later confirmed that formal approval 
of the proposed shift would also await 
completion of the hearings. 

I have since learned from several 
sources that Fish and Wildlife personnel 
on the Russell Range have been given 
2 weeks by BLM to either transfer to the 
latter agency or leave the area. The ulti­
matum adds to my uneasy feeling that 
the decision is final, no matter what 
transpires at the Montana hearings. I 
thus feel compelled to introduce re­
straining legislation in spite of our tenta­
tive agreement. 

I am, therefore, introducing today a 
bill which would, first establish the West­
ern game ranges by act of Congress 
rather than by their present executive 
decree, and second, award sole jurisdic~ 
tion to the U.S. Fish and Wildlife Serv­
ice. This action has the support of 22 
national conservation organizations, plus 
cosponsorship on short notice by my sen­
ior colleague, MIKE MANSFIELD and the 
junior Senator from Oregon, Bou PAcK­
woon. I have no doubt that further sup­
port will be generated as the merits of 
the case become known. 

Under terms outlined in my March 20 
letter to Secretary Rogers Morton no 
Senate hearing will be sought on th~ bill 
until the BLM completes its hearings in 
Montana and we have a chance to assess 
public reaction. I am, however, asking 
Senate Interior Committee Chairman 
HENRY JAcKSoN to request a full report 
on the Department's order. Hopefully, 
t~at information will be available by the 
trme the Montana hearings are com­
pleted. 

Mr. President, I introduce the bill for 
appropriate reference and ask that it be 
printed at this point in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1293 
Be it enacted by the Senate ana House of 

Representatives of the United States of 
.America in Congress assembled, on and after 
the date o! this Act, the Charles M. Russell 
National Wildlife Range in Valley. Garfield, 
Petroleum, Fergus, Phillips and McCone 
Counties, Montana; the Charles Sheldon Na­
tional Wildlife Range in Washoe and Hum­
boldt Counties, Nevada, and Lake County, 
Oregon; and the Kofa National Wildlife 
Range in Yuma County, Arizona (herein­
after in this Act referred to collectively as 
the "ranges") , which consist of the lands and 
waters as described in Section 2 of this Act, 
shall be areas within the National Wildlife 
Refuge System. 

SEc. 2. (a) The Charles M. Russell Na­
tional Wildlife Range shall consist of the 
lands and waters described in Executive 
Order 7509 of December 11, 1936, establishing 
the Fort Peck Game Range, as modified by 
Public Land Order 2951 of February 25, 1963, 
changing the name to the Charles M. Russell 
National Wildlife Range, and shall include 
lands and waters comprising the U L Bend 
National Wildlife Refuge established on a 
portion of the lands !ormerly within the 
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range by Public Land Order 4588 of March 
25, 1969. 

(b) The Charles Sheldon National Wild-
life Range shall consist of the lands and 
waters described in Executive Order 7522 of 
December 21, 1936, and shall include all lands 
and waters acquired by purchase, gift or 
exchange within the boundary of the range 
and administered as separate units of the 
range. The Sheldon National Antelope Refuge 
established by Executive Order 5540 of Jan­
uary 26, 1931, creating the Charles Sheldon 
Wildlife Refuge, as enlarged by Executive 
Order 7364 of May 6, 1936, and modified by 
Executive Order 2416 of July 25, 1940, chang­
ing the name to Sheldon National Antelope 
Refuge, including all lands and waters ac­
quired by purchase, gift or exchange, ad­
ministered as part of the refuge shall be 
added to the range and redesignated as the 
Charles Sheldon National Wildlife Range. 

(c) The Kofa National Wildlife Range shall 
consist of the lands and waters described in 
Executive Order 8039 of January 25, 1937, as 
modified by Public Land Order 4216 of April 
24, 1967. 

SEC. 3. (a) The Secretary of the Interior, 
acting through the United States Fish and 
Wildlife Service, shall administer th~ ranges 
in accordance with the National Wildlife 
Refuge System Administration Act of 1966, 
as amended (16 U.S.C. 668dd-ee; 80 Stat. 
927), and other applicable laws and regula­
tions. 

(b) No lands or waters within any of the 
ranges may be disposed of by sale, donation, 
or otherwise, nor may the administration 
of the ranges be transferred, in whole or 
part, from the United States Fish and Wild­
life Service, unless such disposal or transfer 
1s authorized by Act of Congress. 

Mr. PACKWOOD. Mr. President, the 
citizens of Oregon have been shocked 
to learn of the cavalier decision by the 
Department of the Interior to oust the 
U.S. Fish and Wildlife Service from 
managing the Charles Sheldon Antelope 
Range, part of which is in our State, and 
tum this magnificent wildlife area over 
exclusively to the Bureau of Land Man­
agement, along with other wildlife 
ranges in Montana and Arizona. 

Many people first heard of this de­
cision in newspaper stories, and even 
now, 6 weeks later, no public comments 
have been invited on this action by the 
Department of the Interior. 

The critical concern over these ranges 
is one of management. The Presidential 
orders establishing these ranges provided 
that wildlife would be the primary con­
cern in managing the ranges, and that 
all other uses would not conflict with it. 
The Fish and Wildlife Service is emi­
nently qualified to do this. They have 
the professional expertise and a long his­
tory of dealing with wildlife problems. 

As you know, I am a strong supporter 
of the Bureau of Land Management. 
About 25 percent of our State is admin­
istered by BLM, including some of our 
richest timber land and vast expanses 
of range land. BLM needs help badly in 
establishing a multiple-land-use man­
date for the difficult job it has managing 
some of our country's most fragile land 
without adequate popular and congres­
sional support. 

However, I do not subscribe to the 
notion that BLM should also take over 
lands whose predominant purpose is for 
wildlife conservation. The Sheldon Ante­
lope Range was established primarily for 
wildlife purposes, and it should stay that 
way, under the proven management of 
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the Fish and Wildlife Service. Oregoni­
ans have much experience with the Fish 
and Wildlife Service, which manages 
large refuges, such as the Hart Mountain 
Antelope Refuge and Malheur National 
Wildlife Refuge. I can see no plausible 
reason not to continue this capable 
agency's management of the wildlife 
refuges and ranges. 

My colleagues should be aware that 
BLM has already considered opening 
these ranges for oil and mineral extrac­
tion, as well as intensive grazing. The 
published materials released by BLM 
on the transfer decision state that BLM 
will not change the management of the 
Sheldon Range in any way. However, I 
understand that BLM intends to allow 
practices in these ranges which will seri­
ously threaten the wildlife values there. 
Furthermore, BLM is well known to be 
more sympathetic toward the exploita­
tion of commodity resources on these 
ranges than would the Fish and Wild­
life Service. 

These ranges were never meant to be 
multiple-use areas. Certain livestock 
grazing is allowed under the Executive 
orders that established them, but they 
have never been viewed as being open 
to all resource uses. The citizens of Ore­
gon would not stand for it. 

Mr. President, at least three major 
newspapers have criticized this transfer 
of these valuable lands over to the BLM. 
I ask unanimous consent that their edi­
torials be included in the RECORD at this 
point. 

There being no objection, the editor­
ials were ordered to be printed in the 
RECORD, as follows: 

[From the Sunday Oregonian, Portland 
(Oreg.) Feb. 23, 1975] 

WILDLIFE LoSS 

The never-ending crusade to conserve and 
enhance wildlife resources of the nation has 
its high points and its low points. Federal 
agencies with jurisdiction over such re­
sources sometimes demonstrate sincere rec­
ognition of their responsibilities. Sometimes, 
they don't. 

Among the items of bad news Is the deci­
sion of Secretary of Interior Rogers Morton 
removing jurisdiction over 2 million acres 
of wildlife habitat in Montana, Nevada and 
Arizona from the Fish and Wildlife Service 
and awarding it exclusively to the Bureau of 
Land Management, another Interior Depart­
ment agency whose chief concerns are graz­
ing, mining and oil and gas leasing. The 
affected areas are the Charles M. Russell 
National Wildlife Range, the Charles Shel­
don Antelope Range and the Kofa Game 
Range. These have been jointly adminis­
tered by Fish and Wildlife and BLM since 
they were established in the 1930s by order 
of President F. D. Roosevelt. 

Twenty-three environmental organizations 
led by the Wilderness Society have urged 
President Ford to revoke Secretary Morton's 
order. Turning these wildlife ranges over to 
BLM, they said, "is absolutely unaccept­
able." BLM's own report that 83 per cent of 
the grazing land it administers is in fair, 
poor and bad condition Is not reassuring as 
to its management of habitat set aside 
for wildlife. 

[From the New York Times, Feb. 27, 1975] 
WHOSE PUBLIC LANDS? 

Conservationists are rightly aroused by the 
Interior Department's decision to give exclu­
sive control of three of the country's major 
wildlife ranges to the Bureau of Land Man-

agement. Their concern Is warranted enough 
for Congress to step in if President Ford 
does not reverse Secretary Morton's deplor­
able action. 

The Issue is extremely simple. The Fish 
and Wildlife Service, which has had joint 
jurisdiction with the B.L.M. over these 
areas, has been conscientiously trying to 
fulfill its duty to protect the wild animal life 
of the Kofa Game Range in Arizona, the 
Charles Sheldon Antelope Range in Nevada 
and the Charles M. Russell National Wildlife 
Range in Montana. It has resisted over­
grazing of the land and destructive mlnlng 
claims. 

The B.L.M., by contrast, has historically 
concentrated on protecting the interests of 
livestock grazers and mining interests, with 
only secondary concern for watershed, wild­
life and recreational values. Inevitably the 
two agencies have been in conflict--notably 
on such matters as the bureau's plans to 
destroy the sagebrush of the antelope range 
by spraying it with herbicides and to confine 
livestock with extensive fencing, regardless 
of harm to the wildlife of the area. 

The unnatural administrative yoking of 
the two agencies should no doubt be ended­
but the Secretary wants to do that in pre­
cisely the wrong way. B.L.M. is already in 
control of the vast bulk of public lands, as it 
was intended to be. 

But there is no justification for turning 
over to it the administration of ranges spe­
cifically established for the protection of ani­
mals that depend on undisturbed environ­
ments-among them the desert bighorn 
sheep, the pronghorn antelope and a variety 
of raptors. These ranges, which are their 
habitat, represent less than one-half of 1 
per cent of the public lands. They should be 
assigned to Fish and Wildlife, to which a 
fourth game range, in Arizona, has in fact 
been transferred. 

The only purpose In Mr. Morton's move 
is to accommodate the stock and mining in­
terests which have already been over­
protected by an indulgent government at the 
expense of the common heritage. Congress 
should say no. 

[From the Los Angeles Times, Feb. 27, 1975] 
BUREAU OF LAND MANAGEMENT UNFIT TO RUN 

SYSTEM?-THE DmE THREAT TO 0UB WILD­
LIFE PRESERVES 

(By Lewis Regenstein) 
America's system of wildlife preserves Is in 

danger of being dismantled and destroyed. 
Unless public pressure can force a shift in 
current policies of the Interior Department, 
the entire system may eventually be turned 
over to private interests intent on mining, oil 
and gas exploration, livestock ranching and 
other destructive exploitation. 

The clearest indication of Interior's inten­
tions came just three weeks ago when it 
striped the U.S. Fish and Wildlife Service of 
its jurisdiction over three of the nation's mo'st 
Important wildlife preserves and turned them 
over solely to the Bureau of Land Manage­
ment. The three preserves-totaling more 
than 2 million acres-are among the nation's 
most important wildlife conservation areas, 
each essential to the preservation of several 
rare and endangered species: 

The Charles M. Russell National Wildlife 
Range in Montana, which consists of 970,000 
acres of gen tie rolling grasslands and steep 
forested ridges. It provides ideal habitat for 
elk, prong-horn antelope, beaver, burrowing 
owls, and such rare and endangered specles 
as the bald eagle, prairie and peregrine fal­
cons, osprey and black-footed ferrets. 

The Charles Sheldon Antelope Range in 
Nevada and Oregon, famous for its 578,000 
acres of high desert mesas and rolling hills. It 
contains California big horn sheep, bald 
eagles and antelope. 

The Kofa Game Range, which covers 660,-
000 acres in southwestern Arizona. It pro-
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vldes essential habitat for desert big horn 
sheep, mule deer, ringtailed cats, and pere­
grine and prairie falcons. 

A fourth range, the Cabeza Prieta Game 
Range in Arizona, which contains little graz­
ing or mining potential, was assigned to the 
Fish and Wldlife Service by the same order, 
while the Desert National Wildlife Range in 
Nevada is already under sole jurisdiction of 
theFWS. 

These five wildlife ranges were established 
in the 1930s by President Franklin D. Roose­
velt to protect wildlife species dependent in 
the shrinking wilderness of the desert and 
high plains. At that time, management of the 
ranges was assigned jointly to the FWS, 
which was to take charge of wildlife, and the 
Bureau of Land Management, which as to 
supervise livestock grazing and mining. Since 
then, BLM's discharge of its duties has been 
less than striking. For example, cattle grazing 
was to be carried out only where there was 
excess forage not needed by wildlife, but 
BLM has permitted extensive overgrazing by 
livestock, thus robbing resident wildlife pop· 
ulations of forage necessary for survival. 

Further evidence that the Bureau of Land 
Management is not qualified to be in charge 
of wildlife ranges can be found in a 1974 
study of Nevada grazing lands done by an 
evaluation team for BLM itself. The report 
concluded that Nevada lands under the bu­
reau's jurisdiction have been used almost 
exclusively for livestock grazing at the ex­
pense of wildlife, recreation and water con­
servation. As recently as last September, in 
fact, BLM director Curt Berklund conceded 
that conditions similar to or worse than those 
in Nevada existed on lands throughout the 
west managed by the bureau. 

A 1965 evaluation of the Kofa Game Range, 
done jointly by BLM and FWS, made this ob­
servation: "It is apparent the delicately 
balanced vegetative complex on the desert 
areas involved cannot support livestock and 
also maintain its inherent potential to serve 
wildlife." This study also found that "present 
livestock use is occurring to the detriment of 
wildlife, representing an infraction of the di­
rectives of the establishing executive order," 
and recommended that grazing be phased out 
within seven years. 

Nevertheless, nine years later, grazing con­
tinues today. 

In turning over three of the nation's most 
important wildlife ranges to BLM-long 
known as a destructive and exploitative 
agency-Interior Secretary Rogers C. B. Mor­
ton caved into pressure from mining, live­
stock and other business interests. These in­
terests want the Fish and Wildlife Services 
stripped of control of the ranges because it 
has, in some cases, had the temerity to try 
and halt overgrazing by livestock. . 

BLM control poses no such problem. The 
latest figures supplied by BLM itself show 
that 83% of the rangeland it manages is in 
fair, poor, or bad condition, and no effort is 
being made to improve it. 

Clearly, a takeover by BLI\1 could virtually 
destroy the stability of the species for whose 
protection our wildlife ranges were originally 
established. BLM, for instance, has proposed 
large-scale herbicide spraying of sagebrush 
and extensive fencing on the Sheldon Ante­
lope Range--a program which, of course, 
would benefit livestock while wreaking havoc 
with wildlife. The fencing would interfere 
with the free movement of the antelope, and 
elimination of sagebrush would destroy plant 
life on which the sage grouse depend. 

Several species that were rare in the 
1930s-such as proghorn antelope--have 
made a remarkable recovery on these ranges, 
but under BLM management their survival 
will once again become jeopardized. The 
ranges were established in part because live­
stock grazing had seriously depleted forage 
necessary for antelope. Now, with the need 
for wlldlife preserve greater than ever be­
fore, the livestock lobby-through the Bu-

reau of Land Management, has regained its 
dominant position in supervising wildlife 
ranges. 

Responsibility for the regrettable decision 
by the Interior Department can be attribut­
ed to holdovers from the Nixon administra­
tion-notably Interior Secretary Morton; Un­
dersecretary of Interior John Whitaker, who 
worked with oil and mineral exploration 
firms for most of his professional career, and 
BLM director Berklund, a former Idaho saw­
mill operator. 

In the long view, much more than three 
wildlife ranges is at stake. As George Alder­
son, director of federal affairs for the Wild­
erness Society in Washington, D.C., has 
pointed out: "If Secretary Morton is allowed 
to get away with this decision to turn over 
three major wildlife preserves to commercial 
interests, it will set a precedent that could 
result in the dismemberment of our entire 
National Wildlife Refuge system." 

America's native wildlife, much of which is 
rapidly disappearing, deserves better than to 
be handed over to the government's least 
competent, least responsible land manage­
ment agency. It is abhorrent to true conser­
vationists that these irreplaceable wildlife 
preserves should be converted into feed lots 
for sheep and cattle or into devastated land 
scarred by open-pit mines. 

Thus, a coalition of 25 national environ­
mental, conservation and animal-protection 
organizations, led by the Wilderness Society, 
has launched a campaign to persuade Pres­
ident Ford and Secretary Morton to recon­
sider and assign these wildlife ranges solely 
to the Fish and Wildlife Service. 

Otherwise, these preserves will be lost 
forever to the miners and ranchers--men 
who would imperll our nation's beauty and 
natural heritage for the sake of quick profit. 

Mr. PACKWOOD. Mr. President, I am 
pleased to join today with the Senator 
from Montana (Mr. METCALF) as a co­
sponsor of legislation that will give the 
Charles Sheldon Antelope Range, the 
Charles M. Russell National Wildlife 
Range, and the Kofa Game Range, a 
permanent statutory sanction and assign 
it solely to the U.S. Fish and Wildlife 
Service. I a.m also very pleased to learn 
that the honorable chairman, Congress­
man AL ULLMAN, from our home State of 
Oregon, supports the transfer of the 
Charles Sheldon Refuge lands back to 
the Fish and Wildlife Service, since those 
lands are within his congressional dis­
trict. 

I understand that the Fish and Wild­
life Service employees in these game 
ranges have been given an ultimatum 
of choosing whether they wish to remain 
with the Service and take their chances 
on transfers over to the Bureau of Land 
Management. I understood that no such 
action was to be taken until public meet­
ings with the BLM were held in Montana 
later this spring. I also join with Sena­
tor METCALF in respectfully suggesting 
that any action to transfer personnel be 
postponed by Secretary Rogers Morton. 

Mr. President, in summary, I ask 
unanimous consent that the editorial, 
"A Time To Protest," from the Living 
Wilderness, be included in the RECORD 
at this point. 

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

A TIME To PROTEST 

Miners and stockmen of the West, who 
long have coveted the five great national 
wildlife ranges created by President Frank­
lin D. Roosevelt in the 1930s, won a victory 

in early February which should shock every 
conservationist in the country. What they 
succeeded in doing was twisting the arm of 
Secretary of the Interior Rogers C. B. Morton 
to wrest three of those ranges from the U H. 
Fish and Wildlife Service, an agency which 
exists to protect wildlife, and turn them over 
to the exclusive control of the Bureau of 
Land Management, an agency which exists 
primarily to serve commodity interests. 

The Secretary directed that the Kofa Game 
Range in Arizona, the Charles Sheldon An­
telope Range in Nevada and the Charles M. 
Russell Wildlife Range in Montana be ad­
ministered exclusively by BLM. 

As a sop to Fish and Wildlife the Cabeza 
Prieta Game Range in Arizona was placed in 
its exclusive jurisdiction, as the Desert Wild­
life Range in Nevada had been in 1966. 

The result of that shift can be a steady 
decline in wildlife populations, including 
desert bighorn sheep, eagles, endangered 
peregrine and prairie falcons and many other 
species of wildlife. BLM already has plans to 
use chemical herbicides, such as 2,4-D, to 
kill sagebrush, on which the sage grouse is 
dependent, and to fence large acreages for 
cattle, despite the clear danger this poses to 
the free movement of antelope and other 
wildlife. In countless decisions to come one 
can expect BLM to give short shrift to wild­
life values. 

If this were the beginning of the agency's 
involvement in wildlife range management, 
one might hope for something better. But 
through almost four decades of joint ad­
ministration with the Fish and Wildlife 
Service, BLM has shown its hand time and 
again. (Under the joint arrangement, Fish 
and Wildlife was supposed to look after wild­
life habitat needs while BLM handled graz­
ing and mining.) Pleas by Fish and Wildlife 
to eliminate overgrazing, for example, have 
fallen on deaf ears. 

A measure of BLl\I's performance may be 
found in its own recent year-end report, 
which found 83 percent of its grazing land 
in fair, poor or bad condition. 

Behind the shift to BLM may be an effort 
to undermine the Fish and Wildlife Service, 
ultimately turning over wildlife management 
exclusively to the states, and to keep these 
large tracts of public land from getting into 
the wilderness system. The Wilderness Act 
of 1964 required review of all lands adminis­
tered by the National Park Service, Forest 
Service and Fish and Wildlife Service-but 
not BLM. By shifting these areas to BLM the 
Interior Department may hope to reduce 
their chances of Wilderness Act protection. 
Interestingly enough, when conservationists 
last year urged that BLM be given a mandate 
to review its lands for wilderness designa­
tion, BLM Director Curt Berkl und was hotly 
opposed. 

What is to be done? We think the course 
is clear. Conservationists should insist that 
this outrageous decision be revoked or, bar­
ring that, that the Congress take steps to 
block it. There is simply no valid justifica­
tion for turning over more than 2 million 
acres of America's best wildlife habitat to 
a handful of livestock and mining interests 
having no concern for the future of this 
country's wilderness wildlife populations and 
those dependent on a natural condition for 
survival. 

By Mr. METCALF (for himself, 
Mr. MANSFIELD, Mr. ALLEN, Mr. 
HoLLINGS, Mr. THuRMOND, Mr. 
BURDICK, and Mr. McCLURE)! 

s. 1294. A bill to provide additional 
funds to the States for carrying out 
wildlife restoration projects and pro­
grams, and for other purposes. Referred 
to the Committee on Commerce. 

Mr. METCALF. Mr. President, I intro­
duce today a bill that seeks to expand our 
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national capability to restore and en­
hance wildlife. This would be done by 
building on the successful foundation of 
the Federal Aid in Wildlife Restoration 
Act of 1937, a program that pays its own 
way. 

That program, administered by the 
U.S. Fish and Wildlife Service, has been 
a tremendous force in acquiring and de­
veloping key areas of wildlife habitat, in 
stimulating research to learn the biology 
and needs of our wildlife, in upgrading 
wildlife conservation programs in every 
one of our 50 States. It can be said with­
out exaggeration that no other single 
program has contributed so fully to the 
restoration and improved management of 
America's wildlife. 

Financial support for this outstanding 
program comes entirely from the Amer­
ican sportsman. Through manufacturers' 
excise taxes, he pays for the entire pro­
gram, including its administration by the 
Fish and Wildlife Service. 

The Federal Aid in Wildlife Restora­
tion Act was signed by President 
Franklin D. Roosevelt on September 2, 
1937. It dedicated a then 10-percent ex­
cise tax on sporting arms and ammuni­
tion for wildlife restoration. The money 
is deposited in a Federal aid in wildlife 
restoration fund. The revenue collected 
is apportioned by formula to the respec­
tive States and territories. 

The program was initiated on July 1, 
1938, through an appropriation of 
$1,000,000, as a reimbursable contract 
grant program. Other than the initial 
appropriation, the entire program has 
been supported wholly by America's 
sportsmen ever since. 

During World War II, the Congress im­
posed new excise taxes on many articles 
and raised the percentage on items al­
ready taxed. Thus, the excise tax on 
sporting arms and ammunition became 
11 percent. Also during World War II 
more money was being collected than 
could be fully used by the States and the 
Congress permitted the tax collections to 
accumulate in the fund. 

Although there have been several 
amendments to the act, its basic prin­
ciple remains unchanged. In fiscal year 
1948, the Congress authorized the amount 
of' the tax collected by the Treasury in 
each fiscal year to be appropriated auto­
matically in total in the succeeding fiscal 
year. That increased efficiency of fiscal 
administration for the Federal depart­
ments and the States. 

The backlog of $13.5 million which had 
accumulated during World War II was 
authorized under Public Law 84-375 to be 
apportioned in five annual equal amounts 
under the statutory formula beginning 
with fiscal year 1956. 

Public Law 91-503, approved on Octo­
ber 23, 1970, provided that the long­
standing-since 1932-10-percent excise 
tax on pistols and revolvers be credited 

· to the wildlife restoration program. One­
half of the funds apportioned from this 
a dditional revenue may be used by the 
States for improved outdoor education 
programs and shooting range construc­
tion. A similar amendment imposing an 
11-percent excise tax on certain types of 
archery gear was signed on October 25, 

1972. My bill would impose a slmilar tax 
on the remaining logical source of sup­
port for this vital program, the powder, 
shot, and other components of hand­
loaded ammunition. 

During its 36 years, the Federal aid in 
wildlife restoration program accomplish­
ments are legend. In fact, during the 
post-World War II period of excise tax 
cancellations, it was the sportsmen pay­
ing the tax that implored the Congress 
to maintain this successful program. 
They wanted to pay for it so they must 
have felt that they were getting their 
money's worth. 

At the close of fiscal year 1974, the U.S. 
Treasury had collected $624,703,604.29 
through this tax; and, through fiscal year 
1975, $593,966,125.45 has been appor­
tioned to the 50 States in support of wild­
life programs. Only $37,737,478.84, 4.9 
percent, has been retained by the Secre­
tary of the Interior as authorized by the 
statute and about 3 percent has been 
used in direct program administration. 
Gross program expenditures including 
the States' 25-percent share exceed $741 
million. 

An outstanding contribution of the 
program has been the professional up­
grading of the staffs of State wildlife con­
servation departments. A review of the 
wildlife profession, including appropriate 
positions in universities and colleges, re­
veals that about 75 percent of the wild­
life resource professionals are or were at 
one time employed under this program. 
Thus, in addition to providing a greatly 
expanded employment opportunity, the 
percentage of professionally trained peo­
ple on all agency staffs increased from as 
low as zero to almost 100 percent. The 
proof of the value of this program is the 
dramatic increase in America's wildlife, 
many species of which formerly were at 
a very low point. 

Physical accomplishments include: ac­
quisition in fee of almost 3.5 million acres 
of wildlife habitat at a cost of over $100 
million; additional land control ·through 
lease, easement, license, agreement, and 
so forth, of over 36 million acres; de­
velopment, operation, maintenance, and 
management of 3,000 game management 
areas; successful introduction or reintro­
duction of over 50 species of birds and 
mammals providing some thriving popu­
lations in every State and territory. Non­
hunted species also invariably benefit 
from the purchase, development, and 
protection of wildlife management areas 
in all States. 

During the early years of the program, 
one of the major activities was the ini­
tiation of an inventory of "what do we 
have, how many, and where." These in­
vestigations were coupled with research 
into techniques for maintaining the 
status of the respective populations and 
included such methods as: age and sex 
criteria; habitat evaluation systems; 
population thresholds; and trapping, 
tagging and monitoring methods. As staff 
capability and the flow of dollars in­
creased the emphasis toward practical 
resea~ch advanced. The need for pooling 
equipment and specialists in interrelated 
fields results in multistate cooperative 
research ventures utilizing the available 

expertise for specific problems normally 
beyond the economic capability of indi­
vidual States. 

Thus a program that was introduced in 
fiscal year 1939 at $1,000,000 level of 
funding has grown to more than $50,000,-
000 in fiscal year 1975. It has permitted 
the State fish and game agencies to pull 
themselves up by their own bootstraps. It 
has helped put the United States in the 
undisputed position of the foremost and 
most successful practitioner of wildlife 
management in all of the world. And, as 
I noted earlier, all of the money, with 
the exception of the pump-priming $1 
million, has been paid by sportsmen. 

The bill I have introduced would pro­
vide still more of America's sportsmen an 
opportunity to contribute to this worth­
while program. My bill would require that 
half of the components excise tax receipts 
and half of the previously enacted excise 
taxes on handguns and archery gear be 
allocated for wildlife restoration projects. 
The other half would be used only for 
hunter education and shooting range 
construction. 

Hunter education and shooting range 
activities are becoming an increasingly 
important part of State wildlife pro­
graming. They result in better public 
understanding of wildlife and wildlife 
conservation which elicits more intense 
interest in the resource. Shooting ranges 
are important for hunter education and 
as public recreation facilities, especially 
near densely populated areas. In recent 
times, State wildlife agencies have been 
doubling each year the amount of money 
they invest in public shooting ranges. But 
the demand for these facilities has not 
been met. More funds are needed and will 
be produced by my bill. 

I have been informed that there is 
broad agreement with my bill. National 
conservation organizations, sportsmen's 
groups, State wildlife agencies, hand­
loaders associations, and the components 
manufacturers have voiced their support. 

By Mr. ROTH: 
S. 1295. A bill to limit the jurisdiction 

of the Supreme Court of the United 
States and any such inferior court as 
ordained and established by the Congress 
of the United States to enter any judg­
ment, decree or order, denying or re­
stricting, as unconstitutional, the exer­
cise of free religious expression or the 
saying of voluntary prayer in any public 
school or other public building. Referred 
to the Committee on the Judiciary. 

S.J. Res. 64. A joint resolution pro­
posing an amendment to the Constitu­
tion. Referred to the Committee on the 
Judiciary. 

VOLUNTARY SCHOOL PRAYER 

Mr. ROTH. Mr. President, American 
education is rooted in the schools first 
transplanted here from England to the 
Massachusetts Bay colony by the Puri­
tans. American values and tradition in­
cluding the reading of the scriptures were 
nourished in the early American gram­
mar schools. 

Compulsory education came into being 
at a time when the thirst for religious 
and political freedom provided the stim­
ulus for the early immigration and set-
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tlement of this country. Since this Na­
tion's founding parents enjoyed the high­
lY cherished freedom of rearing their 
children in an environment conducive to 
the development of moral values. Then 
came the Supreme Court decision of 
Engel v. Vitale, 370 U.S. 421. 

Mr. President, I am sure that my col­
leagues are familiar with that decision 
and its aftermath. The immediate reac­
tion of Congress to it was the introduc­
tion of !llore than 50 constitutional 
amendments to override the decision or 
to limit its impact upon a "vital and 
sensitive spot" in our national life. 

Justice Douglas, though concurring, 
has these words to say which are rele­
vant: 

First, a word as to what this case does not 
involve. 

Plainly, our Bill of Rights would not per­
mit a state or the federal government to 
adopt an official prayer and penalize any­
one who would not utter it. This, however, is 
not that case, for there is no element of 
compulsion or coercion in New Yorks regu­
lation requiring that public schools be 
opened each day with the following prayer: 
"Almighty God, we acknowledge our depend­
ence upon Thee, and we beg thy blessings 
upon u~: our parents, our teachers and our 
country ..• 

What New York does on the opening of 
its public schools is what we do when we 
open court. Our marshal has from the be­
ginning announced the convening of the 
court and then added, "God save the United 
States and this honorable court." That ut­
terance is a supplication, a prayer in which 
we, the judges, are free to join, but which 
we need not recite any more than the stu­
dents need recite the New York prayer. 

What New York does on the opening of 
its public schools is what each house of 
Congress does at the opening of each day's 
business .... 

Mr. President, as a result of the Su­
preme Court's decision of 1962, the. few 
that rejected religion have been able to 
impose their will over the vast majority 
of Americans-denying their children the 
right to harmlessly reaffirm their faith 
and dependence on God. 

Mr. President, in the State of Dela­
ware, as I am sure in the rest of the 
United States also, there is preponder­
ent support for voluntary prayer in pub­
lic schools. In 1969, I took a poll of my 
constituents. Eighty-four percent of the 
respondents favored a constitutional 
amendment to permit voluntary prayer 
in public schools. -

Mr. President, in 1973, I introduced 
Senate Joint Resolution 89 to amend the 
Constitution of the United States to per­
mit voluntary prayer in public schools 
or other public buildings, especially our 
public schools. The Senate Committee on 
the Judiciary of the 93d Congress did 
hold hearings on Senate Joint Resolu­
tion 89 and similar proposals. Regretably 
it was not reported. However, failure of 
enactment need not be reason for des­
pair. If we do not succeed, we can cer­
tainly try, try, and try again, again, and 
again. 

Mr. President, today I am reintroduc­
ing the same resolution and am urging 
that it be given priority consideration. 

Recognizing that any constitutional 
amendment is a long and difllcult road 
toward the reinstatement of voluntary 
prayer in public schools, I am introduc-

ing a second bill today to limit the juris­
diction of the Supreme Court of the 
United States and any such inferior court 
as ordained and established by Congress 
of the United States, to enter any judg­
ment, decree or order, denying or re­
stricting, as unconstitutional, the volun­
tary participation by anyone in the exer­
cise of free religious expression or the 
saying of a prayer of his or her choice 
in any public school or building. 

Mr. President, my proposal, is similar 
to S. 283 introduced by Senator HELMS, 
the distinguished senior Senator from 
the State of North Carolina. However, 
my bill is slightly different in that it ad­
dresses not merely voluntary prayer, but 
the voluntary participation by anyone in 
the free exercise of religious expression 
as well. 

The purpose of my second bill is to 
reinstate the legal right to the States to 
make their own decision with respect to 
prayer in public schools. My bill will pre­
clude the Supreme Court of the United 
States from having any appellate juris­
diction, and the Federal district courts 
from having any original jurisdiction 
over cases emanating from any State 
statute, ordinance, rule, regulation, or 
the like related to the free exercise of 
religious expression or the saying of a 
voluntary prayer in any public school or 
public building. 

I am well aware that it will not over­
turn the Engel decision. That is not my 
intent because the reintroduction of my 
Senate joint resolution will, hopefully, 
accomplish that. Meanwhile, my second 
bill, if ena_cted, will keep future school 
prayer related cases out of Federal dis­
trict courts and the Supreme Court. 

Mr. President, I now send to the desk 
my legislative package, in support of 
prayer in public schools and I ask that 
the full texts be printed in the RECORD 
at the conclusion of my remarks. 

There being no objection, the bill and 
joint resolution were ordered to be 
printed in the RECORD, as follows: 

s. 1295 

Be it enacted by the Senate ancl House 
of Representatives of the United States of 
America in Congress assembled, That 

(a) chapter 81 of title 28, United States 
Code, 1s amended by adding at the end 
thereof the following new section: 
"§ 1259. Appellate jurisdiction; limitations 

.. (a) Notwithstanding the provisions of 
sections 1263, 1254, and 1257 of this chapter 
the Supreme Court shall not have jurisdic­
tion to review, by appeal, writ or certiorari, 
or otherwise, any case arising out of any 
State statute, ordinance, rule, regulation, or 
any part thereof, or arising out of any Act 
interpreting, applying, or enforcing a State 
statute, ordinance, rule, or regulation, which 
relates to the exercise of free religious ex­
pression or the saying of voluntary prayers in 
public schools or other public buildings.". 

(b) The section analysis at the beginning 
of chapter 81 of such title 28 is amended 
by adding at the end thereof the following 
new item: 
"1259. Appellate jurisdiction; limitations.". 

SEc. 2. (a) Chapter 85 of title 28, United 
States Code, is amended by adding _at the 
end thereof the following new section: 
"§ 1363. Limitation on jurisdiction 

"Notwithstanding any other provision of 
law, the district courts shall not- have juris­
diction of any case or question- which the Su-

preme Court does not have jurisdiction to 
review under section 1259 of this title.". -

(b) The section analysis at the beginning 
of chapter 85 of such title 28 1s amended by 
adding at the end thereof the following new 
item: 
"1363. Limitations on jurisdiction.". 

SEc. 3. The amendments made by the first 
two sections of this Act shall take effect on 
the date of the enactment of this Act, except 
that such amendments shall not apply with 
respect to any case which, on such date of 
enactment, was pending in any court of the 
United States. 

S.J. RES. 64 
Resolved by the Senate ana House of Rep­

resentatives of the United States of America 
in Congress assembled, That the following 
article is hereby proposed as an amendment 
to the Constitution of the United States, 
which shall be valid to all intents and pur­
poses as part of the Constitution when rat­
ifi.ed by the legislatures of three-fourths of 
the several States: 

"SECTION 1. Nothing contained in this Con­
stitution shall abridge the right of persons 
lawfully assembled, in any public school or 
other public building which is supported in 
whole or in part through the expenditure of 
public funds, to participate in voluntary 
prayer. 

••sEc. 2. This article shall be inoperative 
unless it shall have been ratified as an 
amendment to the Constitution by the legis­
latures of three-fourths of the several States 
within seven years from the date of its sub­
mission to the States by the Congress." 

By Mr. MORGAN: 
S. 1297. A bill to amend the Oinnibtis 

Crime Control and Safe Streets Act of 
1968 to provide for an improved method 
of selection of the State planning agency, 
.and for other purposes. Referred to the 
Committee on the Judiciary. ' 
AMENDMENT OF THE OMNIBUS CRIME CONTRO~ 

AND SAFE STREETS ACT OF 1968 

Mr. MORGAN. Mr. President, I am 
today introducing an amendment to the 
Omnibus Crime Control and Safe Streets 
Act of 1968. This bill <S. 1297) could 
have a major impact on the administra­
tion and allocation of LEAA funds. 

Under the present legislation the vari­
ous State Governors have the respon­
sibllity for establishing and overseeing 
the State planning agencies, which with 
the statewide committees, administer the 
LEAA program at the State level. I be­
lieve that experience has proved that 
this is bad policy and bad law and I think 
-it time that it be corrected . 

As many of you know, I served as at­
torney general of North Carolina for 
some 6 years prior to resigning to seek 
the public o:ffice I now hold. By tradition, 
the attorney general of a State is con­
sidered the chief law o:fficer of that State 
and it is to him that citizens automati­
cally turn for leadership in the area of 
law and order and justice. By virtue of 
my o:ffice, I served on the statewide plan~ 
ning committee along with some 25 or 30 
other persons. However, in spite of the 
fact that the attorney general is consid­
ered the chief law officer of his State, 
the attorney general of my State as in 
many others has absolutely no control 
over the functioning of the committee 
or its staff. 

I, for one, believe that programs in­
tended to improve the quality of criminal 
justice in this Nation ought to be admin-
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\Stered by those who are involved in the 
day-to-day problems related to the crim­
inal justice system. At least, I think the 
legislative bodies of the States should 
have the right to determine by whom 
the program will be run in their respec­
tive States and not be bound by Federal 
legislation to administration under the 
direct control of the Governor. 

The LEAA program has come under 
increasing criticism and a good part of 
it has been to the effect that those ad­
ministering it at the Federal and State 
level have not been responsive to the 
needs of the agencies receiving grant 
funds. I believe that a good way to in­
sure that responsiveness is to let the 
legislative bodies of the States determine 
who is best suited in their State to ad­
minister a program to improve the crim­
inal justice system. Frankly, in many 
instances I do not believe that will be 
the Governor or his designee as the law 
now provides. 

My bill would not preclude the Gov­
ernors from 1-unning the program in 
their States. It would simply provide that 
some constitutional officer other than the 
Gove1·nor could administer the program 
if the duly elected legislative officials of 
that State determined that the goals of 
the program could thus be better served. 

During the last several years I have 
experienced and seen others experience 
the frustration of seeing a program vi­
tally related to the office to which one 
was elected run by persons at the State 
level who had little background or in­
terest in the area of criminal justice. 
Time has proved that the logic which 
prompted the restriction in the existing 
law was faulty and for this reason I offer 
this amendment to the Omnibus Crime 
Conti·ol and Safe Streets Act of 1968. 

Mr. President, I ask unanimous con­
~ent that this bill <S. 1297) be printed 
at this point in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD. 
as follows: 

s. 1297 
Be it enacted. by the Senate ana Ho1tse 

oj .Representatives of the United. States of 
America in Congress assembled., That the 
second sentence of section 20S(a) of the 
Omnibus Crime Control and Safe Streets Act 
of 1968 is amended to read as follows: "Such 
agency shall be established by the State legis­
lature or designated by a constitutional offi­
cer selected by the State legislature and 
shall be subject to the jurisdiction of a con­
stitutional officer selected by the State legis­
lature." 

SEC. 2. The amendment made by this Act 
shall become effective on the first day of the 
third month following the last month dur­
ing which the State legislature meets tn 
regular or special session on or after the 
date of enactment of this Act or one year 
after the date of enactment of this Act, 
whichever occurs first. 

By Mr. BELLMON: 
S. 1298. A bill to amend the Inter­

state Commerce Act. Referred to the 
Committee on Commerce. 
' Mr. BELLMON. Mr. President, today 
I am introducing legislation which would 
significantly modify the emergency rail 
provision, section 1<16) (b), of the Inter­
state Commerce Act. 

The Nation has already been faced 
\\lith a state of failing railroads. Various 

actions have been taken to help assure 
that necessary services to affected com­
munities will be continued. These actions, 
in my opinion, are vastly inadequate and 
in addition they offer no help at all to 
the thousands of employees who are 
affected. 

Mr. President, the impending shut­
down of the Rock Island Railroad threat­
ens to put more than 10,000 employees 
out of work at a time when other jobs 
are difficult if not impossible to find. The 
hardship upon these workers is intense. 
They deserve far more consideration 
from the railroads which will absorb the 
Rock Island and provide future services 
than the present law provides. 

The bill I am introducing will helP give 
these loyal and dedicated men and 
women an opportunity to continue their 
careers and continue using their skills in 
the transportation industry of ow· 
country. 

Under p1•esent Federal law, the Inter­
state Commerce Commission is empow­
ered under section 1 (16) (b) to order an­
other railroad to operate all or a portion 
of a failing railroad in order to assure 
the preservation of essential services. 
This remedy is limited to 60 days al­
though it can be extended for cause for a 
maximum of 240 days. The Federal Gov­
ernment is obligated to compensate fullY 
any costs which profitable railroads en­
tail in performing services for the failing 
t•ailroad. 
- Although the implementation of this 
provision will assist greatly in insming 
that essential services are maintained, 
we have seen in the case of the Rock 
Island Railroad that this act simply does 
not go far enough in guaranteeing that 
the employees affected will keep their 
jobs and that rail service is fully main­
tained in all communities being served. 
It is for this reason that I am today in­
troducing legislation which, if enacted, 
would make the following changes in 
section 1 06) (b) of the Interstate Com­
merceAct. 

Fh·st, the ICC would be required to 
provide for the operation of the entire 
1·au system of any railroad when its cash 
position makes its continued operation 
impossible. At present, the ICC is em­
powered to decide in its infinite wisdom 
which lines are to be operational thereby 
leaving some areas without assured ran 
service. This change would remove this 
discretionary authority and guarantee 
the continued operation of all areas pres­
ently being served by the failing t•all­
t·oad. 

Second, this bill would mandate that 
the rail carrier's lines be operated for 
a period of 18 months. 

Third, the rail carriers ordered to take 
over the operation of the bankrupt rail­
road would be required to utilize the 
services of all its employees dw·ing this 
18-month period. 

By enacting this pt•oposal, Cong~·ess 
would make it possible that when a l'ail­
road is unable to maintain its operation 
a means will become available to guar­
antee for a period of at least 18 months 
full employment and continued rail serv­
ice to all communities. This will permit 
the time necessary for a proper and or• 
derly economic readjustment to the many 

' 

problems caused by the economic failure 
of the railroad. 

Mr. President, I ask unanimous con­
sent that the text of this bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1298 
Be it enacted. by the Senate ana House of 

.Representatives of the United. States of 
America in Congress assembled., That section 
1, paragraph (16) (b) of the Interstate Com­
merce Act be amended to read as follows: 

"(b) Whenever any carrier by railroad is 
unable to transport the traffic offered it 
because-

"(1) its cash position makes its continuing 
operation impossible; 

"(2) it has been ordered to discontinue 
any service by a court; or 

"(3) it has abandoned service without 
obtaining a certlfl.cate from the Commission 
pursuant to this section; 
the Commission shall upon the same proce­
dure as provided in paragraph (15) of this 
section make such just and reasonable direc­
tions as will provide for the operations of 
the entire system of such carrier's lines 
subject to the following conditions: 

"(A) Such direction shall be effective for 
a period of 18 months; provided that during 
the 18 month period no service in existence 
at the beginning of such period shall be 
terminated." 

(B) No such directions shall be issued that 
would cause a carrier to operate in violation 
of the Federal Railroad Safety Act of 1970 
or that would substantially impair the 
ablllty of the ca1·rier so directed to serve 
adequately its own patrons or to meet its 
outstanding common carrier obligations. 

(C) the directed carrier shall not, by reason 
of such Commission direction, be deemed 
to have assumed or to become responsible 
for the debts of the other carrier. 

(D) The directed carrier or carriers shall 
hire all employees of the other carrier to the 
extent such employees had previously per­
formed the directed service for the other 
carrier, and, as to such employees, the di­
rected carrier or carriers shall be deemed to 
have assumed all existing employment obli­
gations and practices of the other carrier 
relating thereto, including, but not limited 
to, agreements governing rate of pay, rules 
and working conditions, and all employee 
protective conditions commencing with and 
for the duration of the direction. 

(E) any order of the Commission entered 
pursuant to this paragraph shall provide that 
if, for the period of tts effectiveness, the 
cost, as hereinafter defined, of moving the 
traffic of another carrier shall exceed the 
direct revenues therefor, then upon request, 
payment shall be made to the directed car­
rier, in the manner hereinafter provided and 
within 90 days after expiration of such order, 
of a sum equal to the amount by which 
such cost has exceeded said revenues. The 
term "cost" shall mean those expenditm·es 
made or incurred in or attributable to the 
operations as directed, including the rental 
or lease of necessary equipment, plus an ap­
propriate allocation of common expenses, 
overheads, and a reasonable profit. Such cost 
shall be then currently recorded by the car­
rier or carriers in such manner and on such 
forms as by general order may be prescribed 
by the Commission and shall be submitted to 
and subject to audit by the Commission. The 
Commission shall certify promptly to the 
Secretary of the Treasury the amount of 
payment t.o be made to said carrier or car­
riers under the provisions of this paragraph. 
Payments required to be made to a carrier 
under the provisions of this paragraph shall 
be made by the Secretary of the Treasury 
from funds hereby authorized to be ap-

·-
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proprlated ln such amounts as may be nec­
essary for the purpose of carrying out the 
provisions hereof. 

By Mr. CHURCH (for himself, Mr. 
JACKSON, and Mr. FANl'flN) (by 
request>: 

s. 1299. A bill to amend the Water Re­
sources Planning Act to revise the mem­
bership of the Water Resources Council. 
Referred to the COmmittee on Interior 
and Insular Affairs. 

Mr. CHURCH. Mr. President, by re­
quest I send to the desk on behalf of 
the Senator from Washington <Mr. 
JACKSON) and the Senator from Arizona 
<Mr. FANNIN) a bill to amend the Water 
Resources Planning Act to revise the 
membership of the Water Resources 
Council. 

Mr. President, this draft legislation was 
submitted by the U.S. Water Resources 
council, and I ask unanimous consent 
that the exPlanation of the ame~dm~t 
accompanying the proposal be prmted m 
the RECORD. 

There being no objection, the exPlana­
tion was ordered to be printed in the 
REcoRD,asfono~: 

BACKGBOUND INFORMATION 

The Water Resouroes CouncU (WRC) :vas 
established by the Water Resow;ces Pla.nrung 
Act of 1965 (P.L. 89-80) for the purposes of 
preparing periodic national assessments of 
tho adequacy of the Nation's water and 
related land resources: directing and coor­
dinating comprehensive regional and river 
basin planning; recommending to the .Presi­
dent needed changes ln Federal policies and 
programs; establishing, with the a.pprova.l 
o! the President, principles, standards, and 
procedures for Feder.al water and related land 
resources planning: coordinating such p~n­
ning activities, performing responsibilities 

ith regard to the creation, operation. and 
termination of Federal-State river basin com­
missions; and providing financial assistance 
to the states so as to increase thelr partlcl­
patlon tn water and related land resources 
planning. 

The proposed blll would amend the Water 
Resources Planning Act to revise the member­
ship of the Water Resources Councll. 

The Councll of Members has unanimously 
pproved full membersb.Jp ln the Water Re­

sources eouncn for the Secretary of Com­
merce, the Secretary of Housing and Urb 
Development. and the Administrator of the 
Ennronmental Protection Agency and has 
recommended that appropri te action be 
taken to make them full members. The Sec­
reta.r es and the Adm1nlstra.tor have tndica.ted 
that they would favor full membership and 
pa..rtlctpation in the Council. At present, the 
secretary of commerce, the Secretal'y of 
Housing and Urban Developmen"i nd the 
:Administrator of the Environmental Protec­
tion Agency are non-statutory "associate" 
members of the Counctl. This status does not 
give them the privileges and responsibilities 
of statutory membership: the Secreta.rles 
cannot vote and their roles are essentially 
advisory. 

The Department of Commerce has responsl­
bfilty for providing extensive basic economic 
data and projections (OBERS) in cooperation 
with the Department of Agriculture, for eer­
ta.1n ma.rlne resources affairs, for fostering 
lndustTla.l expansion and economic develop­
ment which requires substantial use of water 
and related land resources, for providing the 
national networks of geodetic control surveys, 
a.nd for river :flow .forecasting and :flood warn­
ing. 

The Department of Housing and Urban De­
velopment has contributed much to the 

CouncU by providing a link between planning 
for river basins and planning for the con­
centrated urban population centers. The Na­
tional Flood Insurance Program, established 
by the Housing and Urban Development Act 
of 1968, as amended, wlll require extensive 
coordination with all :flood damage preven­
tion programs for which the other Council 
members have major responsibilities. 

The Environmental Protection Agency has 
major responsibilities with respect to water 
quality and other aspects of water resources 
use. These responsibilities are an integral part 
of coordinated and comprehensive water re­
source planning. Without participation of 
EPA, major components of water resources 
activities represented .in the Council prior to. 
the creation of the Agency cannot be ade­
quately considered in the Council's coordi-
nated activities. · 

The Department of Transportation Act of 
1966 expanded WRC membership to include 
the Secretary of Transportation on matters 
pertaining to navigation features of water re­
source projects. 'Ib.e Water Resources Plan­
ning Act of 1965 does not have language in­
cluding the Secretary of Transportation and 
therefore this amending language is necessary 
for purposes of completeness. 

In a.cldition. the Secretary of Health, Edu­
cation, and We1fa.re has requested to be re­
mo-ved from full membersblp status on the 
Council. The Connell of Members unani­
mously approved the request. 

Removal of the Secretary of HEW is ap­
propriate because of Reorga.nlza.tJon Plan No~ 
3 of 1970 :hich transferred irtually all water 
resources and related land planning functions 
then existing in HEW to the new Environ­
mental Protection Agency. 

By Mr. KENNEDY (for himself 
and Mr~ WEICKER) : 

S. 1300. A bill to revise title 23 of the 
United States Code, relating to highways, 
terminate the mghway Trust Fund, and 
amend the Urban Mass Transportation 
Act of 1964, in order to improve trans­
portation. Referred to the Committee on 
Public Works. 

(The remarks o! Mr. KENNEDY and Mr. 
WEICKER when they introduced the above 
bill appear earlier in the RECORD.) 

By Mr. CHURCH (for himself, .Mr. 
JACKSON. and Mr. FANNIN) (by 
request)~ 

S. 1301. A bill to promote a more com­
prehensive national program of water 
resources research and technology devel­
opment to reorganize certain functions 
in the Department of the Interior, and 
for other purposes. Referred to the Com­
mittee on Interior and :Insular AfiaiTS. 
WATER RESO'OBCES RESEABCH AND TECHNOLOGY 

DEVELOPMENT ACT OF 1975 

Mr. CHURCH. Mr. President, by re­
quest, I send to the desk on behalf of the 
Senator from Washington <Mr. JACKSON) 
and the Senator from Arizona <Mr. PAN­
N.IN) a bill to promote a more compre­
hensive national program of water 
resources research and technology devel­
opment to reorganize certain functions 
in the Department of the Interior, and 
for other purposes. 

Mr. President, this draft legislation 
was submitted and recommend~d by the 
Department of the Interior, and I ask 
unaniinous consent that the executive 
communication accompanying the pro­
posal from the Secretary · of the Interior 
be printed in the RECORD. 

There being no objection, the letter 

was ordered to be printed in the RECORD, 
as follows: 

U.S. DEPARTMENT OF THE lNTEBIOR, 
Wash-ington, D .O., March. tO, 1915. 

Hon. CARL ALBERT, 

Speaker of th-e House of Representatives, 
Washington, D.C. 

Hon. NELSON ROCKEFELLER, 
President of th-e Senrzte, 
Washington, D.C. 
Dear Mr. President. 
Dear Mr. bpeaker. 

There is enclosed a. dra.It bill "To promote 
a. more adequate national program of water 
resources research and technology develop­
ment, to reorganize certain functions in the 
Department of the Interior. and for other­
purposes:• It constiutes an amendment to 
the Water Resources Research Act of 1964,. 
P.L. 88-379, as amended by P.L. 89-404 and 
p .L. 92-175. 

We recomm.end that the proposed bill be 
enacted. 

The bill combines into a. new Office of · 
Water Research and Technology those func-. 
tions authorized by the Sa.ltne Water Con­
version Act of 1971, P.L. 92-60, and the Water 
Resources Research Act of 1964, P.L. 88-379, 
as amended. It also provides for an expanded 
technology development program which en­
compasses desalting technology development 
activities authorized by the Saline Water 
Conversion Act of 1971 but, additionally, pro­
vides authorization to pursue, through tech­
nology development program actions. the re­
sults of other water-related research author­
ized by the Act to the stage where such find­
ings and determinations can be used for 
practical application in resolving or miti­
gating the Na.tlon•s water and water-related 
problems. 

The draft bill extends certain authorities 
under the Water Resources Research Act 
which would otherwise expire at the end of 
fiscAl year 1976. That Act authorizes the ap­
propriation of funds with which the Secre­
tary of the Interior can by means of grants, 
matching grants. contracts or other arrange­
ments witb qualified educational institu­
tions, private firms and indi-viduals, and With 
local State and Federal government agencies, 
undertake resea-rch Into aspects of water 
problems related to the mlssion of the De­
partment o1 the Interi<r which may be 
deemed. desirable and are not otherwise be­
ing studied. This authorization started at 
$5,000,000 1n fiscal year 1967 and gradually 
increased to a maximum of $10.000,000 for 
each fiscal years 1972 through 1976. 

The bill does not change the "Assistance to 
State for Institutes" or the "'Matching 
Grants for Institutes" water resources re­
search, training, and tecbnica.l lnforma~ion 
dlssemtnatlon program currently a.uthorlZed 
by Title I of P.L. 88-3'79. as amended. Insti­
tutes. together with their cooperating uni­
versities. wUl continue to be a major source 
for producing the basic problem-oriented re­
search results that are an absolute require­
ment for sound and cost-effective technol­
ogy development. The draft blll authorizes 
appropriation of such funds as may be spec­
ified by the Congress in annual appropria­
tion acts to carry out the provisions of Title 
II, in contrast to the specified limitations of 
the present Act. 

Similarly, the Saline Water Conversion Act 
of 1971 authorizing a-nnual appropriations 
for the initiation of new desalting program 
work extends only through :flscal year 1977. 
The draft bill would extend this program in 
modified form. Ina.sm:uch as the functions 
authorized by the Sa.llne Water Conversion 
Act are incorporated as part of the research 
and development activities authorized un­
der the proposed amended Title n of the 
Water Resources Research Act of 1964, . th~ 
draft bill repeals the Saline Water Conver­
sion Act of 1971, P .L. 92-60, as amended. 

The draft bill as forwarded 1s lacking pat-
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ent provisions which will be provided in the 
near future. 

New legislation is desirable to continue the 
water resources research and the technology 
development programs previously adminis­
tered by the Ofiice of Water Resources Re­
search and the Ofiice of Saline Water. Excel­
lent progress has been made during the last 
decade in research directed toward a better 
understanding of the many complex biolog­
ical, physical and sociological elements which 
comprise our water resource systems. There 
is however. less certainty of the effectiveness 
wlth which these excellent and innovative re­
search results have been interpreted and 
converted into practical applications. Recog­
nition of this technology development and 
technology transfer deficiency prompted the 
National Water Commission, in its 1973 Re­
port. to recommend that the Federal gov­
ernment establish an Office of Water Tech• 
nology. 

To meet this need of converting water re­
sources research results in to viable action 
programs Without sacrificing the emphasis 
on research, the Secretary of the Interior es­
tablished an Ofiice of Water Research and 
Technology this past July. This action com­
bined the functions then assigned to the 
Ofiice of Water Resources Research and the 
Ofiice of Saline Water. and established added 
responsibility for assuring the systematic and 
orderly application of research and research 
results to our most critical water problems. 

The bill contains a provision that the De­
partment of the Interior will cooperate fully 
with the Environmental Protection Agency 
to avoid duplication of efforts and it was 
the stated view of the Department of the 
Interior representatives, during negotiations 
formulating the bill, that the Department 
had no intention to encroach upon matters 
already being undertaken by EPA or to du­
plicate their efforts. It was understood that 
the Department of the Interior would co­
ordinate its efforts with EPA to the extent 
necessary. 

The proposed bill provides a comprehensive 
framework for carrying out this coordinated 
water resource research and technological 
development effort. 

The Ofiice of Management and Budget has 
advised that the presentation of this pro­
posed legislation would be consistent with 
the Administration's objectives. 

Sincerely yours, 
JACK HORTON, 

Assistant Secretary of the Inte1·ior. 

By Mr. wn.LIAMS (for himself. 
Mr. RANDOLPH, Mr. KENNEDY, 
Mr. HARTKE, Mr. McGEE, Mr. 
SCHWEIKER, Mr. McGOVERN, Mr. 
HuMPHREY. Mr. METCALF, Mr. 
HATHAWAY, Mr. PELL, Mr. EAGLE­
TON, Mr. RIBICOFF, Mr. TUNNEY, 
Mr. JACKSON. Mr. ABOUREZK, Mr. 
STAFFORD.Mr.GRAVEL.Mr.STEV­
ENSON.Mr.MONDALE.Mr.PHILIP 
A. HART. Mr. MUSKIE, Mr. GARY 
W. HART, Mr. MANSFIELD, Mr. 
BAYF.:. Mt•. CASE. Mr. NELSON, Mr. 
CHURcH. Mr. CRANSTON, Mr. JAV­
ITS. Mr. BROOKE, Mr. CLARK, Mr. 
BENTSEN, Mr. ]J.tAGNUSON. Mr. 
Mosc, Mr. GLENN, Mr. HASKELL, 
Mr. BUMPERS, Mr. MONTOYA. and 
Mr.BIDEN): 

S. 1302. A bill to promote safety and 
health in the mining industry, to prevent 
recurl'ing disasters in the mining indus­
try, and for other purposes. RefetTed to 
the Committee on Labor and Public Wel­
fare. 

FEDERAL MINE SAFETY AND BE..U.TH AMEND­
MENTS OF 1975 

Mr. WILLIAMS. M··-. President, I am 
introducing for myself and other Sena­
tors. legislation designee to provide for 
increased efficiency and better manage­
ment of our mine safety regulatory agen­
cies. The cosponsors of this bill represent 
a national and bipartisan constituency. 
We serve on the committees concerned 
with our Nation's most pressing human 
and economic problems-Labor and Pub­
lic Welfare, Public Works. and Interior. 
'While we represent both mining and 
nonmining States, States with a wide 
divergence of economic and social pt•ob­
lems, we have a unified concern for pro­
tecting the safety and health of our 
working miners. The tragic number of 
mine accidents in recent years has shown 
that the effectiveness of ow· mine safety 
prog1:ams ha.; fallen drastically short of 
their anticipated goals. We in Congress 
have long recognized mining as one of 
the most dangerous occupations in this 
country, and over the years we have at­
tempted to reduce its occupational haz­
ards by passing major mine safety legis­
lation. Unfortunately. our efforts have 
been largely frustrated by the tepid ad­
ministration and enforcement of these 
laws by the Department of the Interior. 
Therefore, it again becomes our respon­
sibility to alleviate the suffering of the 
Nation's miners and their families by 
providing the legislative machinery to 
reduce mine fatalities and injuries to an 
absolute minimum. The vehicle by which 
we hope to achieve this end is S. 1302, 
the Federal Mine Safety and Health · 
Amendments of 1975. 

The. proposed . legislation has three 
principal features: First. the bill will 
take the long overdue action of com­
bining all mine workers under a single, 
strong piece of legislation. Mine safety 
and health is now t•egulated under two 
separate laws-the Federal Coal Mine 
Health and Safety Act of 1969 and the 
Metal and Nonmetallic Mine Safety Act 
of 1966. 

Second. the functions of the Secretary 
of the Interior under the present Coal 
Mine and Metal Mine Acts will be trans­
ferred to the Secretary of Labor in a 
separate mine-safety and health admin­
istration. with an administrator, subject 
to Senate confirmation. 

Third, the bill provides for standard 
setting and enforcement procedures 
which would conform to the Adminis­
trative Procedure Act and provide for 
appellate court review. 

One of the major features of our pro­
posed legislation is to transfer all re­
sponsibility for mine safety t•egulation 
and enforcement from the Department 
of the Interior to the Department of 
Labor. We consider this absolutely im­
perative if our nation's miners are to 
t•eceive maximum benefit from the effi­
cient administration of mine safety reg­
ulations. We deem this transfer neces­
sary because of the inherent conflict im­
posed on the Department of the In­
terior by virtue of its dual mandate to 
maximize mineral and fuel production 

and to enfot·ce mine safety regulations. 
Historically, the Interior Department's 
primary function has been the develop­
ment of the Nation's natural resources. 
The protection of persons who must pro­
duce those t·esources often has been per­
ceived as one of the Department's sec­
ondary functions. At best. maximizing 
mine production and enforcing mine 
safety are certainly conflicting roles for 
the Department. This dual mandate, 
compounded by the current increased 
demand for energy. really puts the De­
partment between "a rock and a hard 
spot" in determining its policy priorities. 

The Secretary of the Interior recog­
nized this conflict in principle when he 
reorganized his Department in May, 
1973, to separate responsibility for mine 
safety and health from the other func­
tions of the Bureau of Mines. To this 
end. he created the Mining Enforcement 
and Safety Administration <MESA) • 
However. while this has resulted in some 
improvement over the prior situation, 
the fact remains that the responsibility 
for the miners' health and safety con­
tinues to reside in a Department whose 
first concern is production. We recognize 
that MESA has many people who are 
dedicated to mine safety and that their 
corps of inspectors is well qualified. We 
simply maintain that MESA cannot be 
primarily responsive to the working 
miner's needs if it continues to be housed 
within the Department of the Interior. 

One provision of our bill will transfer 
MESA's qualified and dedicated person­
nel resources to the Department of 
Labor, a Department which has no in­
herent contlict in its duty to American 
workers. a Department that has long· 
been recognized as the advocate of the 
American worker with the Federal Gov­
ernment, one which has the interest and 
well being of workers at the top of its 
priority list. This bill will transfer those 
personnel now administering mine 
health and safety. We admit that trans­
ferring the administrative agency from 
one department of government to an­
other does not represent an ultimate 
resolution of the mine safety problem. 
Rather. it represents the first step 
toward inswing vigorous enforcement of 
the law. It is a means toward the ulti­
mate goal of reducing the present rate 
of death and disabling injuries that eats 
at the vitals of this important industry. 

Let us pause for a minute on the mat­
ter of maximization of energy resources. 
I would like to bring to your attention 
the pt·oblems we will face in increasing 
coal production to meet the Nation•s de­
mands. We have vast coal resources, and 
v,:hen extracted, these can satisfy our 
energy needs for many years in the fu­
tm·e. To some extent. coal can replace 
petroleum products as energy fuel and 
hence lessen our dependence on foreign 
oil. It may seem to some that we can 
immediately cwiiail our oil imports by 
producing more coal. While it is recog­
nized that strippable coal production can 
be increased almost immediately, the 
same is not true for underground coal 
production. This is because we do not 
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have a ready stock of high production 
mining machinery, nor do we have an 
excess of skilled coal miners. Modern 
mining equipment is very sophisticated, 
and if a coal operator were to order new 
machinery tomon·ow, his anticipated de­
livery date may be 2 or more years in 
the future. Should he advertise for skilled 
coal miners, he may not get enough re­
sponse to begin a single shift. 

Therefore, any immediate increase in 
coal production by underground mining 
would require an increase in output of 
existing mines by using on-hand equip­
ment and by training more miners. If we 
attempt to increase production by oper­
ating around the clock, inexperienced 
miners will have to be utilized. As a mat­
ter of fact, some coal companies do now 
operate on a 24-hour basis, but they have 
the necessary equipment, expertise, and 
personnel to comply with the safety reg­
u1ations. Some others do not. Therefore, 
we need a comprehensive and an effec­
tive mine safety program to insure the 
health and safety of tnose who are al­
ready employed and those who choose to 
enter mining occupations in the future. 
We thinkS. 1302 will fUl that need. 

A major defect in our present mine­
safety legislation is that we have two 
separate Federal laws in existence: the 
1966 Metal and Nonmetallic Mine Safety 
Act which regulates mine safety in metal 
and nonmetallic coal mines, .and the 1969 
Coal Mine Health and Safety Act for the 
regulation of safety in coal mines. This 
has resulted in two separate enfor~ement 
divisions under MESA, which perform 
approximately the same regulatory func­
tions for these two broad classes of min­
ing operations. S. 1302 would place all 
mine-safety enforcement under one law 
administered by a single agency, thus 
ending the tremendous duplication of 
effort and disparity in operations be­
tween the two divisions. I will predict 
that before the ink is dry on today's 
CONGRESSIONAL RECORD, we Will be hear­
ing from those who oppose the single­
manager concept and will uncategori­
cally state that it is impossible to admin­
ister metal mining and coal mining under 
a single law. This is like saying that the 
manufacturing .and construction indus­
tries cannot be regulated under a single 
statute by one agency. I would only men­
tion that this is already being done by 
the occupational Safety and Health Ad· 
ministration (OSHA) under the Depart .. 
ment of Labor. 

While OSHA may not be perfe~t. con­
siderable progress has been made since 
the act was passed in 1970, and con­
tinuing improvement is expected. Again, 
by transferring mine safety to the Labor 
Department, a close relationship between 
OSHA's functions and mine safety regu­
latory functions will be effected. The op­
portunity to further reduce Federal ex­
penditures, due to current duplication 
of efforts or facilities, is apparent. It is 
also expected that OSHA will benefit 
from the aceummulated technical ex­
pertise of the mine-safety regulatory 
agency, once MESA is transferred to the 
Department of Labor. 

Because I seem to have emphasized the 
increased efficiency <>f mine safety en­
forcement in my introduction of S. 1302, 
I do not want to convey the impression 

that our concern with operational effi­
ciency is more important than humani­
tarian considerations. On the contrary, 
our primary objective is to minimize the 
suffering of miners and their families, 
and we view any improvement in opera­
tional efficiency as a means to that end. 

While there have been no major mine 
disasters in the past 2 years, we should 
not allow the passage of time to dim our 
memory of two of the most calamitous 
disasters in American mining history 
that took place in 1972. On May 4, 1972, 
91 men were killed in a mine fire at the 
Sunshine Silver Mine near Kellogg, 
Idaho. On February 26, 1972, the collapse 
of a coal mine refuse dam at Buffalo 
Creek, W. Va., took the lives of 125 in­
habitants of the valley, including 14 coal 
miners. A total of 392 miners were killed 
in 1972-more than in any year since 
1968, when 460 miners were killed while 
wo1·king. We contend that such a large 
number of deaths in any single year is a 
direct result of inadequate safety stand­
ards, standards which have been further 
diluted and made ineffective by question­
able interpretations of the two existing 
laws covering mine safety. 

The need for improvement in mine 
safety continues to be evident when the 
death rates for 1973 and 1974 are re­
viewed. During 1973~ 132 coal miners 
were killed while pursuing their occupa­
tion. In 197 4, 130 coal miners were killed 
while mining, and although this is two 
fewer than in the preceding year, it must 
be remembered that the mines were com­
pletely closed for almost 4 weeks dur­
ing the 1974 contract negotiations and 
were operating at only 50 percent of ca­
pacity for anothe1· 2 weeks beyond 
that. We estimate that, had the mines 
not been shut down either completely or 
partially for a month and a half, the 
total number of fatalities for 1974 would 
have been greater than in 1973. 

Obviously, the enforcement of the reg­
ulations pursuant to the 1969 Coal Mine 
Health and Safety Act is not having the 
desired result, despite the increase 1n the 
number of Federal coal mine inspectors 
from 1,226 in 1973 to 1,275 1n 1974 and 
despite an increase in notices of viola­
tions issued against coal mine operators 
between the 2 years-from 71,155 in 1973 
to 81,463 in 1974. In our view, there 
should have been a marked decrease in 
fatalities between 1973 and 1974, espe­
cially since MESA has been given ample 
resources to carry out its responsibilities. 

As I mentioned earlier, there are two 
separate divisions in the Mining En­
forcement and Safety Administration, 
one for coal mines and the other for 
metal and nonmetallic mines. The sta­
tistics for the metal and nonmetal mines 
are slightly better but still leave much 
room for improvement. The number of 
fatalities in metal and nonmetallic mines 
in 1974 was 151, compared to 175 in 1973, 
or a decrease of 24. 

Why there should be such a marked 
difference in the results of the two divi­
sions of the same organization is hard to 
understand, and it would seem logical 
that, since the same training and tech­
nical facilities are available both, the 
results should be somewhat equal. I 
would also mention that 36 of the fatali-

ties charged to metal and nonmetal min­
ing occurred in sand and gravel opera­
tions. Under the proposed legislation, 
sand and gravel operations would be 
placed under the jurisdiction of OSHA, 
where they could be more appropriately 
handled. 

To those who might oppose new legis­
lation, particularly that calling for the 
transfer of the !vf..ining Enforcement and 
Safety Administration to the Depart­
ment of Labor, I can only say that the 
record indicates a change is drastically 
needed. The effective enforcement oi 
mine safety regulations is going to be 
critical in the coming months in view of 
the increased demand for energy fuels. 
There are those who will say that mine 
accidents, injuries, and fatalities are a 
normal part of the mining business and 
a part of the price we must pay for our 
energy needs. I cannot endorse the view 
that we must sacrifice human lives in 
order to further our existence-or even 
worse-our personal comfort and well 
being. 

So far, I have directed my introduc­
to.ry remarks to the need for this legisla­
tion and, before closing, I should briefly 
explain some of the other provisions of 
the bill. 

These are: a general duty provision 
to cover unique but dangerous circum­
stances for which no standards have been 
set; exclusion of the construction­
oriented sand and gravel operations from 
mine safety regulations, which will allow 
the mine safety enforcement agency to 
concentrate its efforts on the more dan­
gerous underground mining; provision 
for standard setting and enforcement 
procedures which would conform to the 
Administrative Procedure Act and pro­
vide for appellate court review; elimina­
tion of advisory health and safety stand­
ards, either by making them mandatory 
or by eliminating them completely. The 
new legislation would also provide for 
assessment of penalties for violations in 
metal and nonmetallic mines, a feature 
that presently applies only to coal mines. 
Health research matters are transferred 
to the Secretary of Health, Education, 
and Welfare under the National Insti­
tute of Occupational Safety and Health. 
Some particular provisions of the 1969 
Coal Mine Health and Safety Act to be 
retained in the new legislation are the 
requirement that all underground mines 
be inspected at least four times a year 
and that especially hazardous mines be 
given a spot inspection at least once 
every 5 working days. In addition, 
the Secretary of Labor wou1d retain the 
sanction to close a mine for certain vio· 
lations, and this provision is, in fact. 
strengthened under our proposed legis­
lation. 

Most of all, the new legislation will 
contain a number of streamlined en­
forcement and review procedures which 
should reduce excessive delays in assess­
ing fines. There still exists a disturbing 
gap between the amounts of penalties 
proposed by MESA for mine safety vio­
lations and the amounts actually col­
lected in fines. This gap can largely be 
attlibuted to the delay between the time 
of citation for a violation by the mine 
inspector and the issuance of a proposed 
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assessment order. A July 1972 GAO re­
port on MESA's penalty assessment sys­
tem showed that the average time be­
tween the citation for a violation by the 
mine inspector and the issuance of a 
proposed assessment order was 129 days, 
with some delays ranging upward to 279 
days. That same report revealed that of 
approximately $12 million in proposed 
penalties only $1.4 million had actually 
been collected. 

In March 1973, a Federal judge ruled 
that t he Interior Department's regula­
tions and procedures for assessing fines 
were illegal, further complicating the 
colle~tion of the full amount of penalties 
from coal companies who have violated 
the law. In April 1973, the Secretary of 
the Interior suspended the procedures 
f'>r informal assessment of civil penalties 
and in October 1973, decentralized the 
assessment process by placing it in the 
district offices rather than in Washing­
ton. While some 70 coal mine inspectors 
w3re assigned to duty as assessment offi­
cers in r,n effort to clear up the backlog, 
MESA attorneys began compromising 
the penalties in an effort to further ex­
pedite the reduction of the backlog. 

In June 1973, the Solicitor of the De­
partment of the Interior issued Solicitor's 
Regulation 31 which gave solicitors 
within MESA the authority to dismiss 
Federal Mine Safety Acts of 1966 and 
1969 and also gave regional and field 
solicitors and attorneys within a region 
the authority to dismiss and compromise 
litigation before the Office of Hearings 
and Appeals. This regulation was im­
plemented immediately, and outstanding 
penalties compromised at an average of 
only 30 cents on the dollar. In one in­
stance, an assessed penalty of $3,325 was 
settled for $1. 

Our latest records show that the total 
amount assessed for all cases as of Jan­
uary 31, 1975 was about $48 million, of 
which only about $11.6 million has been 
collected, leaving an approximate dif­
ference of $36.4 million in unpaid assess­
ments. Between April 24, 1973 and Feb­
ruary 1, 1975, of some 20,546 new cases 
assessed for a total of $19,449,400 mil­
lion, 6,2~3 cases were settled for a total 
of· $4,681,782 million. We should em­
phasize that these figures are taken from 
data furnished by MESA itself. By con­
trast, OSHA's records show that of ap­
proximately $6.5 million in assessments 
for .calendar year 1974, over $5 million 
has been collected. 

It ~ difficult to estimate exactly how 
much of the $36 million in total unpaid 
assessments has been collected by the 
Department since the end of January 
1975. But the Department has acknowl­
edged that it is currently compromising 
the penalties for 30 to 40 cents on the 
dollar. This continued practice of com­
promising the penalties will hardly per­
mit the Department to collect outstand­
ing assessed penalties in full, let alone 
encot:rage compliance with the law. 

I think these figures spealt for them­
selves. We are not convinced that Inte­
rior's present system of processing and 
collecting penalties serves as an effective 
deterrent against mine safety violations. 
More to the point, the relationship be­
tween the violation itself and the amount 

of the fine is lost in a process whereby 
the adverse action between the coal op­
erator and the government becomes 
more important than the safety or health 
violation. Let me emphasize that we are 
not concerned with collecting fines as an 
end in itself, but rather with the main­
tenance of an efficient but fair system 
of fines that will command respect from 
both the mine operators and the workers 
and serve as an incentive for voluntary 
compliance with the law. 

To conclude, we are confident that 
our proposed legislation will resolve the 
conflict between the mandate to maxi­
mize mine production and to regulate 
mine safety that necessarily exists with­
in the Department of the Interior by 
placing all mine safety regulatory func­
tions under a single law administered by 
a single agency within the Department 
of Labor. It will allow further for the 
ready exchange of ideas, expert infor­
mation, and experienced personnel be­
tween mine safety and occupational 
safety regulatory agencies within the 
same Department. I believe that this leg­
islation is fair, that it will not impose 
an excessive burden on the mine opera­
tors, and that it will serve both the 
interests of the workers and of the busi­
ness community. 

I ask unanimous consent that S. 1302 
together with an explanation be printed 
in the RECORD. 

There being no objection, the 6: 11 and 
analysis were ordered to be printed in 
the RECORD, as follows: 

s. 1302 
Be it enacted. by the Senate and. House of 

Representatives of the United. States of 
America in Congress assembled., That this 
Act may be cited as the "Federal Mine Safety 
and Health Amendments ot 1975". 
TITLE I-AMENDMENTS TO THE GENERAL 

PROVISIONS OF THE FEDERAL COAL 
NITNE HEALTH AND SAFETY ACT OF 
1969 

SHORT TITLE 

SEc. 101. The first section of the Federal 
Coal Mine Health and Safety Act of 1969 
is amended to read as follows: "That this 
Act may be cited as the Federal Mine Safety 
and Health Act of 1975' ". 

DEFINITIONS AND APPLICABILITY 

SEc. 102. (a) (1) Section 2 of the Federal 
Mine Safety and Health Act of 1975 is 
amended by striking out "coal" wherever 
it appears. (2) Section 2(g) (1) of such Act 
is amended by striking out "the Interior" 
and inserting in lieu thereof "Labor.'' 

(b) (1) Section 3(a) of such Act is 
amended by striking out "The Interior" and 
inserting in lieu thereof. "Labor". 

(2) Section 3(h) of such Act is amended 
to read as follows: 

"(h) 'Mine' means (1) an area of land 
from which minerals other than sand or 
gravel are extracted in non-liquid form or, 
if in liquid form, are extracted with workers 
underground, (2) private ways and roads 
appurtenant to such area, and (3) land, 
excavations, underground passageways, 
shafts, slopes, tunnels, and workings, struc­
tures, facilities, equipment, machines, tools, 
or other property including impoundments, 
retention dams, and tailings ponds, on the 
surface or underground, used in, or to be 
used in, or resulting from, the work of ex­
tracting such minerals other than sand or 
gravel from their natural deposits in non­
liquid form, or if in 1iquid form, with workers 
underground, or used in the milling of such 
minerals, except that with respect to pro-

tection against radiation hazards such term 
shall not include property used in the milling 
of source minerals defined in the Atomic 
Energy Act of 1954, as amended.''. • 

(3) Sections 3 (d), (e), (g), and (j) of 
such Act are each amended by striking out 
the word "coal" wherever it appears. 

( 4) Section 3 of such Act is amended by 
striking out the word "and" at the end of 
paragraph (1), by striking out the period at 
the end of paragraph (m) and inserting in 
lieu thereof a semicolon, and by adding at 
the end thereof the following new para­
graphs: 

"(n) 'Administration' means the Mine 
Safety and Health Administration in the De­
partment of Labor; and 

" ( o) 'Commission' means the Occupational 
Safety and Health Review Commission estab­
lished under the Occupational Safety and 
Health Act of 1970." 

(c) Section 4 of such Act is amended by 
striking out the word "coal". 

(d) (1) Section 5(c) of such Act is amend­
ed by striking out "Labor" and inserting in 
lieu thereof "the Interior". 

(2) Section 5(f) of such Act is amended 
by striking out the word "coal" wherever it 
appears, and by striking out "section 106" 
and substituting "section 107". 

(e) Section 301 (c) of such Act is amended 
by striking out "Secretary" wherever it ap­
pears and inserting in lieu thereof "Commis­
sion". 

TITLE II-MINE SAFETY AND HEALTH 
STANDARD AMENDMENTS 

AMENDMENT TO TITLE I 

SEc. 201. Title I of the Federal Coal Mine 
Health and Safety Act of 1969 is amended to 
read as follows: 

"DUTIES 

"SEc. 101. (a) Each mine operator (1) shall 
furnish to each miner employment and a 
place of employment which are free from 
recognized hazards that are causing or are 
likely to cause death or harm to such miner; 

(2) Shall comply with the safety and 
health standards and all rules, regulations, 
and orders promulgated under this Act. 

"(b) Each miner subject to the provisions 
of this Act shall comply with the safety and 
health standards and all rules, regulations, 
and orders promulgated under this Act which 
are applicable to his own actions and conduct. 

"SAFETY AND HEALTH STANDARDS 

"SEc. 102. (a) The Secretary may by rule 
promulgate, modify, or revoke any safety and 
health standards for the health and safety 
of miners, including standards for mh1.e 
rescue and fl.refl.ghting operations, and for 
the prevention of accidents, injuries, or occu­
pational health hazards in mines which are 
subject to this Act in the following manner: 

"(1) Whenever the Secretary, upon the 
basis of information submitted to him in 
writing by an interested person, a represent­
ative of any organization of employers or 
employees, a nationally recognized standards­
producing organization, the Secretary of 
Health, Education, and Welfare, the Na­
tional Institute for Occupational Safety and 
Health, or a State or political subdivision, or 
on the basis of information developed by the 
Secretary or otherwise available to him, de­
termines that a rule should be promulgated 
in order to serve the objectives of this Act, 
the Secretary may request the recommenda­
tions of an advisory committee appointed 
under section 103 of this Act, The Secretary 
shall provide such an advisory committee 
with any proposals of his own or of the Sec­
retary of Health, Education, and Welfare, to­
gether with all pertinent factual information 
developed by the Secretary or the Secretary 
of Health, Education, and Welfare, or other­
wise available, including the results of re­
search, demonstrations, and experiments. An 
advisory committee shall submit to the Sec­
retary its recommendations regarding the 
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rule to be promulgated within ninety days 
from the date of its appointment or within 
such longer or shorter period as may be 
pres.cribed by the Secretary, but in no event 
for a period which is longer than two hun­
dred and seventy days. 

"(2) The Secretary shall publish a pro­
posed rule pr()mulgating, modifying, or re­
voking a safety or health standard in the 
Federal Register and shall afford interested 
persons a period of thirty days after pub­
lication to submit written data or comments. 
Where an advisory committee is appointed 
and the Secretary determines that a rule 
should be issued, he shall publish the pro­
posed rule within sixty days after the sub­
mission of the advisory committee's rec­
ommendations or the expiration of the pe­
riod prescribed by the Secretary for such 
submission. 

" ( 3) On or before the last day of the period 
provided for the submission of written data 
or comments under paragraph (2), any in­
terested person may file with the Secretary 
written objections to the proposed rule, stat­
ing the grounds therefor and requesting 
a public hearing on such objections. Within 
thirty days after the last day for filing such 
objections, the Secretary shall publish in 
the Federal Register a notice specifying the 
safety or health standard to which objections 
have been filed and a hearing requested, and 
specifying a time and place for such hearing. 

"(4) Within sixty days after the expiration 
of the period provided for the submission of 
written data or comments under paragraph 
(2), or within sixty days after the comple­
tion of any hearing held under paragraph 
(3), the Secretary shall issue a rule promul­
gating, modifying, or revoking a safety or 
health standard or make a determination 
that a rule should not be issued. Such a rule 
may contain a provision delaying its effec­
tive date for such period (not in excess of 
ninety days) as the. Secretary determines 
may be necessary to insure that affected 
operators and miners will be informed of the 
existence of the standard and of its terms 
and that operators affected are given an 
OPJ?Ortunity to familiarize themselves and 
their employees with the existence of the 
requirements of the standard. 

"(5) The Secretary, in promulgating stand­
ards dealing with toxic materials or harm­
ful physical agents under this subsection, 
shall set the standard which assures that no 
miner will suffer any impairment of health 
or functional capacity even if such miner 
has regular exposure to the hazard dealt 
with by such standard for the period of his 
working life. Development of standards un­
der this subsection shall be based upon re­
search, demonstrations, experiments, and 
such other information as may be appro­
priate. In addition to the attainment of the 
highest degree of health and safety protec­
tion for the employee, other considerations 
shall be the latest available scientific data 
in the field, the feasib111ty of the standards, 
and experience gained under this and other 
health and safety laws. Whenever practica­
ble, the standard promulgated shall be ex­
pressed in terms of objective criteria and of 
the performance desired. 

"(6) Any standard promulgated under this 
subsection shall prescribe the use of labels 
or other appropriate forms of warning as 
are necessary to insure that employees are 
apprised of all hazards to which they are 
exposed, relevant symptoms and appropriate 
emergency treatment, and proper conditions 
and precautions of safe use or exposure. 
Where appropriate, such standard shall also 
prescribe suitable protective equipment and 
control or technological procedures to be 
used in connection with such hazards and 
shall provide for monitoring or measuring 
·employee exposure at such locations and in­
tervals, and in such manner so as to assure 
the maximum protection of miners. In addi-

tion, where appropriate, any such standard 
shall prescribe the type and frequency of 
medical examinations or other tests which 
shall be made available, by the operator or 
at his cost, to miners exposed to such haz­
ards in order to most effectively determine 
whether the health of such employees is ad­
versely affected by such exposure. In the 
event such medical examinations are in 
the nature of research, as determined by the 
Secretary of Health, Education, and Welfare, 
such examinations may be furnished at the 
expense of the Secretary of Health, Educa­
tion, and Welfare. The results of such exam­
inations or tests shall be furnished only to 
the Secretary or the Secretary of Health, 
Education, and Welfare, and, at the request 
of the miner. to his designated physician. 
The Secretary, in consultation with the Sec­
retary of Health, Education, and Welfare, 
may by rule promulgated pursuant to sec­
tion 553 of title 5, United States Code, make 
appropriate modifications in the foregoing 
requirements relating to the use of labels 
or other forms of warning, monitoring or 
measuring, and medical examinations, as 
may be warranted by experience, informa­
tion, or medical or technological develop­
ments acquired subsequent to the promul­
gation of the relevant standard. 

"(7) No safety or health standard pro­
mulgated under this title shall reduce the 
protection afforded miners below that pro­
vided by any safety or health standard pre­
viously in effect. 

"(b) (1) The Secretary shall provide, with­
out regard to the requirements of chapter 5, 
title 5, United States Code, for an emergency 
temporary standard to take immediate effect 
upon publication in the Federal Register if 
he determines (A) that miners are poten­
tially subjected to physical or mental im­
pairment from exposure to substances or 
agents determined to be toxic or physically 
harmful or from new hazards, and (B) that 
such emergency standard is necessary to 
protect miners from such danger. 

"(2) Such standard shall be effective until 
superseded by a standard promulgated in 
accordance with the procedures prescribed 
in paragraph (3) of this subsection. 

"(3) Upon publication of such standard 
in the Federal Register, the Secretary shall 
commence a proceeding in accocdance with 
section 102(a) of this Act, and the standard 
as published shall also serve as a proposed 
rule for the proceeding. The Secretary shall 
promulgate a standard under this paragraph 
no later than six months after publication of 
the emergency standard as provided in para­
graph (2) of this subsection. 

"(c) The Secretary is authorized to grant 
a variance from any standard or portion 
thereof whenever he determines, or the Sec­
cretary of Health, Education, and Welfare 
certifies, that such variance is necessary to 
permit an operator to participate in re­
search approved by him or the Secretary of 
Health, Education, and Welfare designed to 
demonstrate or valkiate new and improved 
techniques to safegurad the health or safety 
of workers. 

"(d) (1) Any operator may apply to the 
Secretary for a temporary order permitting 
limited noncompliance with a standard or 
any provision thereof promulgated under 
this section. Such temporary order shall be 
granted only if the operator files an applica­
tion which meets the reqUirements of para­
graph (2) and establishes that (A) he is un­
able to comply with a standard by its effec­
tive date because of unavailability of pro­
fessional or technical personnel or of mate­
rials and equipment needed to come into 
compliance with the standard or because 
necessary construction or alteration of facil­
ities cannot be completed by the effective 
date, (B) he is taking all available steps to 
safeguard his employees against the hazards 
covered by the standard, and (C) he has an 

effective program for coming into compliance 
with the standard as quickly as practicable. 
Any temporary order issued under this sub­
section shall prescribe the practices, means, 
:methods, operations, and processes which the 
operator must adopt and use while the order 
is in effect and state in detail his program 
for coming into compliance with the stand­
ard. Such a temporary order may be granted 
only after notice to employees and an oppor­
tunity for a public hearing: Provided, That 
the Secretary may issue one interim order 
to be effective until a decision is made on 
the basis of the hearing. No temporary order 
may be in effect for longer than the period 
needed by the employer to achieve compli­
ance with the standard or six months, which­
ever is shorter, except that such an order 
may be renewed not more than twice (i) so 
long as he requirements of this subsection 
are met and (11) if an application for renewal 
is filed at least 90 days prior to the expira­
tion date of the order. No interim renewal 
of an order may remain in effect for longer 
than 180 days. 

"(2) An application for a temporary order 
under this subsection shall contain-

"(A) a specification of the standard and/ 
or portion thereof from which the employer 
seeks a noncompliance order, 

"(B) a representation by the operator, 
supported by representations from qualified 
persons having firsthand knowledge of the 
facts represented, that he is unable tO" com­
ply with the standard or portion thereof and 
a detailed statement ·of the reasons therefor, 

"(C) a statement of the steps he has taken 
and will take (with specific dates) to pro­
tect miners against the hazards covered by 
the standard, 

"(D) a statement of when he expects to be 
able to comply with the standard and what 
steps he has taken and what steps he will 
take (with dates specified) to come into 
compliance with the standard, and 

"(E) a certification that he has informed 
his employees of the application by giving a 
copy thereof to their authorized representa­
tive, posting a statement giving a summary 
of the application and specifying where a 
copy may be examined at the place or places 
where notices to employees are normally 
posted, and by other appropriate means. 
A description of how employees have been 
informed shall be contained in the certifica­
tion. The information to employees shall al­
so inform them of their right to petition the 
Secretary for a hearing. 

'' (e) Any affected operator may apply to 
the Secretary for an order for a variance 
from a standard promulgated under this 
section. Afl'ected miners and their represent­
ative shall be given notice of each such ap­
plication and an opportunity to participate 
in a hearing. The Secretary shall issue an 
order if he determines on the record, after 
opportunity for an inspection where appro­
priate and a public hearing, that the pro­
ponent of the variance has demonstrated by 
a preponderance of the evidence that the 
conditions, practices, means, methods, op­
erations, or processes used or proposed to be 
used by an operator will provide employment 
and places of employment to his employees 
which are as safe and healthful as those 
which would prevail if he complied with the 
standard. The order so issued shall prescribe 
the conditions the operator must maintain, 
and the practices, means, methOds, opera­
tions, and J?rocesses which he must adopt 
and utilize to the extent they differ from the 
standard in question. Such order may be 
modified or revoked upon application by an 
operator, miner, representative of miners or 
by the Secretary, in the manner prescribed 
for its issuance under this subsection at any 
time after six months from its issuance. 

"(f) The provisions of subsections (d) and. 
(e) shall not apply With respect to any stand­
ard in effect on the effective date of the Fed-
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eral Mine Safety and Health Atnendments of 
1975, other than the standards in sections 
2.02 (b) and (c) and 305(a) of this Act. 
· "(g) Any hearing held under this section 
shall be of record and subject to section 554 
of title 5, United States Code. 

"(h) Any person who may be adversely af­
fected by a. standard issued under this sec­
tion may, at any time prior to the sixtieth 
day after such standard is promulgated, file 
a petition challenging the validity of such 
standard with the United States court of 
appeals for the District of Columbia circuit 
or the circuit wherein such person resides 
or has his principal place of business, for a 
judicial review of such standard. A copy of 
the petition shall be forthwith transmitted 
by the clerk of the court to the Secretary. 
The filing o! such petition shall not, unless 
otherwise ordered by the court, operate as a. 
stay of the standard. The determinations of 
the Secretary shall be conclusive if supported 
by substantial evidence in the record con­
sidered as a. whole. 

''ADVLSORY COMMITTEES 

"SEc. 103. (a) The Secretary may appoint 
advisory committees to assist him in hiS 
standard setting functions under section 102 
(a) of this Act, and to advise him on other 
matters relating to safety and health in 
mines. Each such advisory committee shall 
include as a. member one or more designees 
of the Secretary of Health, Education, and 
Welfare, the National Bureau of Standards, 
Department of Commerce, and the National 
Science Foundation, and shall include among 
its members persons quali:fi.ed by experience 
and affiliation to present the viewpoint of 
operators of such mines and an equal number 
of persons similarly quali:fi.ed to present the 
viewpoint of workers in such mines, as well 
as one or more representatives of mine in­
spection or safety agencies of the States. An 
advisory committee may also include such 
other persons as the Secretary may appoint 
who are qualified by knowledge and experi­
ence to make a useful contribution to the 
work of such committee, including one or 
more representatives of professional organi­
zations of technicians or professionals spe­
cializing in safety or health, but the number 
of persons so appointed to any such advisory 
committee shall not exceed the number ap­
pointed to such committee as representatives 
of Federal and State agencies. Any meeting 
o! such committee shall be open to the public 
and an accurate record shall be kept and 
made available to the public. No member of 
such committee (other than representatives 
of operators and miners} shall have an eco­
nomic interest in any proposed rule. 

"(b) Persons appointed· to advisory com­
mittees from private life shall be compen­
sated in the same manner as consultants or 
experts under section 3109 o! title 5, United 
States Code. The Secretary shall pay to any 
State which is the employer o! a member 
of such committee reimbursement suf­
ficient to cover the actual costs to the State 
resulting from such representatives' mem­
bership on such committee. 

"INSPECTIONS, INVESTIGATIONS, AND 
RECORD KEEPING 

"SEc. 104. (a) In order to carry out the 
purposes of this Act, the Secretary or the 
Secretary of Health, Education, and Welfare, 
or an authorized representative of either, 
upon presenting appropriate credentials to 
the owner, operator, or agent in charge, is 
authorized-

"(1) to enter without delay and at rea­
sonable titnes any mine subject to this Act; 
and 

"(2) to inspect and investigate during 
regular working hours and at other reason­
able times, and within reasonable limits 
and in a reasonable manner, any mine and 
all pertinent conditions, structures, ma­
chines, apparatus devices, equipment, and 
materials therein, and to question privately 

any such operator, owner, agent, or miner. 
In carrying out the requirements of this sec­
tion in each underground mine, the Secre­
tary shall make inspections of the entire 
mine at least !our times a year. Advance 
notice of any inspection shall not be given. 

"(b) In making his inspections and in­
vestigations under this Act, the Secretary 
may require the attendance and testimony 
of witnesses and the production of evidence 
under oath. Witnesses shall be paid the 
same fees and mileage that are paid witnesses 
in the courts of the United States. In case 
of a contumacy, failure, or refusal of any 
person to obey such an order, any district 
court of the United States or the United 
States courts of any ten-itory or possession, 
within the jurisdiction of which such person 
is found, resides, or transacts business, upon 
the application by the Secretary, shall have 
jurisdiction to issue to such person an order 
requiring such person to appear to produce 
evidence if, as, and when so ordered, and to 
give testimony relating to the matter under 
investigation or in question, and any failure 
to obey such order of the court may be 
punished by said court as contempt thereof. 

" (c) ( 1) Each operator shall make, keep 
and preserve, and make available to the Sec­
retary or the Secretary of Health, Education, 
and Welfare, such records regarding his ac­
tivities relating to this Act as the Secretary, 
in cooperation with the Secretary of Health, 
Education, and Welfare, may prescribe by 
regulation as necessary or appropriate for the 
enforcement of this Act or for developing in­
formation regarding the causes and preven­
tion of occupational accidents and illnesses 
in the mines subject to this Act. In order to 
carry out the provisions of this paragraph 
such regulations may include provisions re­
quiring operators to conduct periodic 
inspections. 

"(2) The Secretary, in cooperation with the 
Secretary of Health, Education, and Welfare, 
shall prescribe regulations requiring op­
erators to maintain accurate records of, and 
to make periodic reports on, work-related 
deaths, injuries, and illnesses other than 
minor injuries requiring only first aid treat­
ment and which do not involve medical treat­
ment, loss of consciousness, restriction of 
work or motion, or transfer to another job in 
the mines subject to this Act. 

"(3) The Secretary, in cooperation with 
the Secretary of Health, Education, and 
Welfare, shall issue regulations requiring op­
erators to maintain accurate records of 
employee exposures to potentially toxic ma­
terials or harmful physical agents which are 
required to be monitored or measured under 
any ~pplicable health and safety standard 
promulgated under this Act. Such regula­
tions shall provide miners or their repre­
sentatives with an opportunity to observe 
such monitoring or measuring, and to have 
access to the records thereof. Such regula­
tions shall also make appropriate provision 
for each miner or former miner to have access 
to s·uch records as will indicate his own ex­
posure to toxic materials or harmful phys­
ical agents. Each operator shall promptly 
notify any miner who has been or is being 
exposed to toxic materials or harmful phys­
ical agents ~ concentrations or at levels 
which exceed those prescribed by an ap­
plicable health and safety standard pro­
mulgated under section 6, or mandated 
under title II, and shall inform any miner 
who is being thus exposed of the corrective 
action being taken. Any miner transfen-ed 
as a result of such exposure shall receive 
compensation for such work at not less than 
the regular rate of pay received by him im­
mediately prior to his transfer. 

·" ( 4) All accidents, including unintentional 
roof falls (except in any abandoned panels 
or in areas which are inaccessible or unsafe 
~or Inspections), shall be investigated by the 
operator or his agent to detennine the cause 
and the means of preventing a recun-ence. 

Records of such accidents, roof falls, and 
investigations shall be kept and the infor­
mation shall be made available to the Sec­
retary or his authorized representative and 
the appropriate State agency. Such records 
shall be open for inspection by interested 
persons. 

"(d) Any information obtained by the 
Secretary, or by the Secretary of Health, 
Education, and Welfare under this Act sha.ll 
be obtained in such a manner as to impose 
a minimum burden upon operators, espe­
cially those operating small business con­
sistent with the underlying purposes of this 
Act. Unnecessary duplication of effort in ob­
taining information shall be reduced to the 
maximum extent feasible. 

" (e) Subject to regulations issued by the 
Secretary, a representative of the operator 
and a representative authorized by his miners 
shall be given an opportuuity to accompany 
the Secretary or his authorized representa­
tive during the physical inspection of any 
mine under subsection (a) for the purpose 
o! aiding such inspection. Where there is no 
authorized miner representative, the Secre­
tary or his authorized representative shall 
oonsult with a. reasonable number of miners 
concerning matters of health and safety in 
the mine. To the extent that the inspector 
determines that more than one representa­
tive from each party would further aid the 
inspection, he can permit ea~h pa.l"ty to have 
an equal number of such a-dditional repre­
sentatives. Any representative of miners who 
is also an employee of the operator shall 
suffer no loos o! pay as a. result of his par­
ticipation in the physical inspection made 
under this subsection. Compliance with this 
subsection shall not be a jurisdictional pre­
requisite to the enforcement of any provi­
sion of this Act. 

"(!) (1) Any miners or representatives of 
miners who believe that a violation of a 
health or safety standard exists that 
threatens harm, or that an imminent danger 
exists, may request an inspection by giving 
notice to the Secretary or his authorized 
representative of such violation or danger. 
Any such notice shall be reduced to writing, 
shall set forth with reasonable partic­
ularity the grounds for the notice, and shall 
be signed by the miners or representative of 
miners, and a copy shall be provided the 
operator or his agent no later than at the 
time of inspection, except that, upon the 
request of the person giving such notice, his 
name and the names of individual miners 
referred to therein shall not appear in such 
copy or on any record published, released, 
or made available pursuant to subsection (g) 
of this section. If upon receipt of such noti­
fication the Secretary determines there are 
reasonable grounds to believe that such 
violation or danger exists, he shall make a 
special inspection in accordance with the 
provisions of this section as soon as practica­
ble, to determine if such violation or danger 
exists. If the Secretary determines there are 
no reasonable grounds to believe that a viola­
tion or danger exists he shall notify the 
miners and representative of the miners in 
writing of such determination. 

"(2) Prior to or during any inspection of 
a mine, any miners or representatives of 
miners employed in such mine may notify 
the Secretary or any representative of the 
Secretary responsible for conducting the in­
spection, in writing, of any violation of this 

-Act or of any iinminent danger which 
they have reason to believe exists in such 
mine. The Secretary shall, by regulation, 
establish procedures for informal review of 
any refusal by a representative of the Sec­
retary to issue a citation with respect to 
any such alleged violation or order with re­
spect to such danger and shall furnish the 
miners or representative of miners request­
ing such review a written statement of the 
reasons !or the Secretary's final disposition 
o! the case. 
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"(g) (1) The Secretary and Secretary of 

Health, Education, and Welfare are author­
ized to compile, analyze, and publish, either 
in summary or detailed form, all reports 
or information obtained under this section. 

"(2) The Secretary and the Secretary of 
Health, Education, and Welfare shall each 
prescribe such rules and regulations as they 
"'nay deem necessary to carry out their re­
sponsibilltes under this Act, including rules 
and regulations dealing with the inspection 
of mines subject to this Act. 

"(h) Whenever the Secretary finds that a 
mine liberates excessive quantities of meth­
ane or other explosive gases during its 
operations, or that a methane or other gas 
ignition or explosion has occurred in such 
mine which resulted in death or serious in­
jury at any time during the previous five 
years, or that there exists in such mine other 
especially hazardous conditions, he shall pro­
vide a minimum of one spot inspection by 
his authorized representative of all or part 
of such mine during every five working days 
at irregular intervals. 

"(i) In the event of any accident (whether 
or not resulting in an injury or death) oc­
curring in a mine, the opera tor shall 
promptly notify the Secretary thereof and 
shall take appropriate measures to prevent 
the destruction of any evidence which would 
assist in investigating the cause or causes 
thereof. In the event of any accident occUJr­
ring in a mine where rescue and recovery 
work is necessary, the Secretary or an author­
ized representative of the Searetary shall 
take whatever action he deems appropriate 
to protect the life of any person, and he may, 
if he deems it appropriate, supervise and 
direct the rescue and recovery activity in 
such mine. 

"(j) In the event of any accident occu:r­
ring in a mine, an authorized representative 
of the Secretary, when present, may issue 
such orders as he deems appropriate to in­
sure the safety of any person in the mine, 
and the operator of such mine shall obtain 
the approval of such representative, in con­
sultation with appropriate State representa.:­
tives, when feasible, of any plan to recover 
any person in the mine or to recover the 
mine or return affected areas of the mine to 
normal. 

"CITATIONS AND ORDERS 

"SEc. 105. (a) (1) If, upon inspection or 
investigation, the Secretary or his authorized 
representative believes that an operator of 
a mine subject to this Act has violated a 
safety or health standard prescribed by or 
under this Act, or any rule, order, or regula­
tion promulgated pursuant to this Act, he 
shall, with reasonable promptness, issue a 
citation to the operator. Each citation shall 
be in writing and shall describe with partic­
ularity the nature of the violation, includ­
ing a reference to the provision of the Act, 
standard, rule, regulation, or order alleged to 
have been violated. In addition, th~ citation 
shall fix a reasonable time for the abate­
ment of the violation. 

"(2) If a citation under section 105(a) (1) 
is issued for a violation which the Secretary 
or his authorized representative believes to 
have been willfully committed, or commit­
ted With gross negligence, and to have sub­
jected a miner or miners to an imminent 
danger, the Secretary or his authorized rep­
resentative shall include in the citation a 
charge that the violation was willfully com­
mitted, or committed wtih gross negligence, 
and that it subjetced a miner or miners to 
an imminent danger, with a speclfl.c descrip­
tion of the danger or dangers involved. 

"(b) If upon any follow-up inspection of 
a mine, an authorized representative of the 
Secretary finds (1) that a. violation described 
m a citation issued pursuant to subsection 
(a) has not been totally abated within the 
period of time as originally fixed therein or 
as subsequently extended, and (2) that the 

period of time for the abatement should not 
be further extended, he shall find the extent 
of the area affected by the violation and shall 
promptly issue an order requiring the oper­
ator of such mine or his agent to immediately 
cause all persons to be Withdrawn from, and 
to be prohibited from, entering such area 
until an authorized representative of the 
Secretary determines that such violation has 
been abated, except the folloWing persons: 

" ( 1) Any person whose presence in such 
area is necessary, in the judgment of the 
operator of the mine, or an authorized rep­
resentative of the Secretary, to eliminate 
the danger described in the order; 

"(2) Any public official whose official duties 
required him to enter such area; or 

"(3) Any legal or technical consultant, or 
any representative of the employees of the 
mine, who is a certified person qualified to 
make mine examinations, or is accompanied 
by such a person, and whose presence in such 
areas is necessary, in "the judgment of the 
operator of the mine or an authorized rep­
resentative of the Secretary, for the proper 
investigation of the conditions described in 
the order. 

"(c) (1) In the case of a violation of any 
safety or health standard which is of such 
nature as could significantly and substan­
tially contribute to the cause and effect of a 
mine safety or health hazard, and which 1s 
caused by an unwarranted failure of such 
operator to comply with such safety or 
health standards, the citation shall include a 
statement to that effect. If, during the saxne 
inspection or any subsequent inspection of 
such mine within ninety days after the is­
suance of such citation, an authorized rep­
resentative of the Secretary finds another 
violation of any safety or health standard 
and finds such violation to be also caused by 
an unwarranted failure of such operator to 
so comply, he shall forthwith issue an order 
requiring the operator to cause all persons 
in the area affected by such violation, ex­
cept those persons referred to in subsection 
(b) of this section, to be Withdrawn from, 
and to be prohibited from entering, such 
area until an authorized representative of 
the Secretary determines that such viola­
tion has been abated. 

"(2) If a withdrawal order with respect to 
any area in a mine has been issued pursuant 
to paragraph ( 1) of this subsection, a with­
drawal order shall promptly be issued by an 
authorized representative of the Secretary 
who finds upon any subsequent inspection 
the existence in the mine of other unwar­
ranted violations until such time as an in­
spection of such mine discloses no such vio­
lations. Following an inspection of the mine 
which discloses no unwarranted violations, 
the provisions of paragraph ( 1) of this sub­
section shall again be applicable to that 
mine. 

"(d) During the abatement period for a 
violation of the applicable limit on the con­
centration of respirable dust, the operator 
of the mine shall cause samples described in 
section 202 (a) of this Act to be taken of the 
affected area during each production shift. 

"As soon as possible after an order relating 
to failure to abate excessive dust concentra­
tions is issued, the Secretary, upon request 
of the operator, shall dispatch to the mine 
involved a person or team of persons, to the 
extent such persons are available, who are 
knowledgeable in the methods and means of 
controlling and reducing respirable dust. 
Such person or team of persons shall remain 
in the mine involved for such time as they 
shall deem. appropriate to assist the operator 
in reducing respirable dust concentrations. 
While at the mine, such persons may require 
the operator to take such actions as they 
deem appropriate to insure the health of any 

· person in the mine. 
· "(e) Each citation or order issued · under 

this section, or a copy or copies thereof, shall 
be prominently posted in accordance with 

section 110 of this Act, and as prescribed in 
regulations issued by the Secretary. 

"(f) No citation may be issued under this 
section after the expiration of six months 
following the occurrence of any violation. 

"(g) Any order issued under subsection 
(b) or (c) shall remain in effect until re­
voked by the Secretary or modified or vacat­
ed by the Commission or the courts pursuant 
to section 106(c) or 107(a). 

"PROCEDURE FOR ENFORCEMENT 

"SEc. 106. (a) If, after an inspection or in­
vestigation, the Secretary issues a citation 
under section 105(a) (1), he shall, within a 
reasonable time after the termination of 
such inspection or investigation, notify the 
operator by certified mail of the civil penalty 
proposed to be assessed under section 111 (a) 
for the violation cited and that the operator 
has fifteen working days within which to 
notify the Secretary that he wishes to con­
test the citation or proposed assessment of 
penalty. If the citation contains a charge 
under section 105 (a) (2), the Secretary's 
notification under this subsection shall in­
clude a proposed civil penalty closure order 
under section 111(c) in addition to the pro­
posed civil monetary penalty. If, within fif­
teen working days from the receipt of the 
notice issued by the Secretary, the operator 
fails to notify the Secretary that he intends 
to contest the citation or the proposed pen­
alty or penalties, and no notice is filed by any 
employee or representative of employees un­
der subsection (c) of this section within such 
time, the citation and the penalty or pen­
alties, as proposed, shall be deemed a final 
order of the Commission and not subject to 
review by any court or agency. Refusal by 
the operator or his agent to accept certified 
mail containing a notice under this sub­
section shall constitute receipt thereof with­
in the meaning of this subsection. 

"(b) If the Secretary has reason to believe 
that an operator has failed to correct a vio­
lation for which a citation has been issued 
within the period permitted for its correction 
(which period shall not begin to run until 
the entry of a. final order by the Commission 
in the case of any review proceedings under 
this section initiated by the employer in 
good faith and not solely for delay or avoid­
ance of penalties), the Secretary shall notify 
the operator by certified mail of such failure 
and of the penalty proposed to be assessed 
under section 111 by reason of such failure, 
and that the operator has fifteen working 
days within which to notify the Secretary 
that he wishes to contest the Secretary's no­
tification or the . proposed assessment of 
penalty. If, Within fifteen working days from 
the receipt of notification issued by the 
Secretary, the operator fails to notify the 
Secretary that he intends to contest the no­
tification or proposed assessment of penalty, 
the notification and assessment, as proposed, 
shall be deemed a final order of the Com­
mission and not subject to review by any 
court or agency. Refusal by the operator or 
his agent to accept certified mail containing 
a notification issued under this subsection 
shall constitute receipt thereof within the 
meaning of this subsection. 

"(c) (1) No person shall discharge or in any 
manner discriminate against or interfere With 
the exercise of the statutory rights of any 
mine employee or applicant for employment 
subject to this Act because such employee 
has filed or made a complaint under or re­
lated to this Act, including a complaint noti­
fying his labor or safety representative of an 
alleged danger or safety or health violation 
In the mine, or because such employee has 
instituted or caused to be instituted any 
proceeding under or related to this Act or_ has 
testified or is about to testify in any such 
proceeding, or because of the exercise by such 
employee on behalf of himself or others of 
any statutory right afforded by this Act. 

"(2) Any mine employee or applicant for 
employment who believes that he has been 
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discharged, interfered with, or otherwise dis­
criminated against by any person in violation 
o! this subsection may, within thirty days 
after such violation occurs, file a complaint 
with the Secretary alleging such discrimina­
tion. Upon receipt of such complaint, the 
secretary shall cause such investigation to 
be made as he deems appropriate. If upon 
such investigation, the Secretary determines 
that the provisions of this subsection have 
been violated, he shall immediately file a 
complaint with the Commission, with service 
upon the alleged violator and the mine em­
ployee or applicant for employment, alleging 
such discrimination or interference and pro­
posing an order granting appropriate relief. 
The Commission shall afford an opportunity 
for a hearing (in accordance with section 554 
of title 5, United States Code, but without 
regard to subsection (a) (S) of such section) 
and thereafter shall issue an order, based 
upon findings of fact, affirming, modifying, 
or vacating the Secretary's proposed order, or 
directing other appropriate relief; and such 
order shall become final thirty days after its 
issuance. The Commission shall have au­
thority in such proceedings to require a per­
son committing a violation of this subsec­
tion to take such affirmative action to abate 
the violation as the Commission deems ap­
propriate, including, but not limited to, the 
rehiring or reinstatement of the employee to 
his former position with back pay and in· 
terest. 

"(3) Within ninety days o! the receipt of 
a complaint filed under paragraph (2) of this 
subsection, the Secretary shall notify the 
mine employee or appllcant for employment. 
in writing, of his determination whether a 
violation has occurred. If the Secretary, upon 
investigation, determines that the provisions 
of this subsection have not been violated, the 
complainant shall have the right, within 
thirty days of notice of the Secretary's detel'­
mination, to file an action in his o~ behalf 
before the Commission, charging discrimina­
tion or interference in violation of paragraph 

. ( 1) of this subsection. The Commission shall 
afford an apportunity for a hearing (in ac-

. cordance with section 554 of title 5, United 
States Code, but without regard to subsec­
tio~ (a) ( 3) of such section) , and thereafter 
shall issue an order, based upon pndings of 
fact, dismissing or sustaining the _complain· 
ant's charges and, if the charges are sus­
tained, granting such relief as it deems ap­
propriate, including, but not limited to, an 
order requiring the rehiring or J;einstatment 
of the mine employee or applicant for em­
ployment to his former position with back 
pay and interest. Such order shall become 
final thirty days after its issuance. Whenever 
an order is issued sustaining the employee's 
charges under this paragraph, a sum equal 
to the aggregate amount of all costs and 
expenses (including attorney's fees) as deter­
mined by the Commission to have been rea­
sonably incurred by the mine employee or 
applicant for employment for, or in connec­
tion with, the institution and prosecution 
of such proceedings, shall be assessed against 
the person committing such violation. Pro­
ceedings '\.mder this section sh~ll be · ex­
pedited by the Secretary and the Commis­
sion. Any order issued by the Commission 
under this paragraph shall be subject to 
judicial review in accordance with section 
107 of this Act. Violations by any person of 
paragraph ( 1) of this subsection shall be 
subject to the provisions of section 109 and 
111(a) of this title. 

"(d) If an operator of a mine subject to 
this Act notifies the Secretary that he in­
tends to contest a citation or order issued 
under section 105 or notification issued under 
subsection (a) or (b) of this section, or if, 
within fifteen working days of the issuance 
of a citation or order under section 105, any 
miner or representative of miners files a. 
notice with the Secretary alleging that the 

period of time fixed in the citation for the 
abatement of the violation is unreasonable, 
the Secretary shall immediately advise the 
commission of such notification, and the 
Commission shall afford an opportunity for 
a hearing (in accordance with section 554 
of title 5, United States Code, but without 
regard to subsection (a) (3) of such section). 
and thereafter shall issue an order, based on 
findings of fact, affirming, modifying, or va­
cating the Secretary's citation, order~ or pro­
posed penalty, or directing other appropriate 
relief; such order shall become final thirty 
days after its issuance. The rules of proce­
dure prescribed by the Commission shall pro­
vide affected miners or representatives of 
affected miners an opportunity to participate 
as parties to hearings under this subsection. 
The Commission shall take whatever action 
is necessary to expedite proceedings for hear­
ing appeals of orders issued under section 
105. 

"JUDICIAL REVIEW 

"SEC. 107. (a) Any person adversely af­
fected or aggrieved by an order of the Com­
mission issued under this Act may obta-in a 
review of such order in any United States 
court of appeals for the circuit in which the 
violation is alleged to have occurred or where 
the operator has its principal office, or in 
the Court of Appeals for the District of 
Columbia Circuit, by filing in such court 
within sixty days following the issuance of 
such order a written petition praying that 
the order be modified or set aside. A copy of 
such petition shall be forthwith transmitted 
by the clerk of the court to the Commission 
and to the other parties, and thereupon the 
Commission shall file in the court the rec­
ord in the proceeding as provided in section 
2112 of title 28, United States Code. Upon 
such filing, the court shall have exclusive 
jurisdiction of the proceeding and of the 
question determined therein, and shall have 
power to grant such temporary relief or re­
straining order M it deems just and proper, 
and to make and enter upon th~ pleadings, 
testimony, and proceedings set forth in such 
record a decree affirming, modifying, or set-

. ting aside, in whole or in pa,rt, the order of 
the Commission and enforcing the same to 
the extent that such order is affirmed or 
modified. The commencement of proceed­
ings under this subsection shall not, unless 
ordered by the court, operate as a stay of 
the order of the Commission. No objection 
that has not been urged before the Commis­
sion shall be considered by the court, unless 
the failure or negleot to urge such objection 
shall be excused because of extraordinary 
circumstances. The findings of the Commis­
sion with respect to questions of fact, if 
supported by substantial evidence on the 
record considered as a whole, shall be con­
clusive. If any party shall apply to the 
court for leave to adduce additional evidence 
and shall show to the satisfaction of the 
court that such additional evidence is ma­
terial and that there were reasonable grounds 
for the failure to adduce such evidence in 
the hearing before the Commission, the court 
may order such additional evidence to be 
taken before the Commission and to be made 
a part of the record. The Commission may 
modify its findings as to the facts, or make 
new findings, by reason of additional evi­
dence so taken and filed, and it shall file 
such modified or new findings, which find­
ings with respect to question of fact, if sup­
ported by substantial evidence on the record 
considered as a whole, shall be conclusive. 
The Commission may modify or set Mide 
its original order by reason of such modified 
or new findings of fact. Upon the filing of 
the record with it, aft-er such remand pro­
ceedings, the jurisdiction of the court shall 
be exclusive and its judgment and decree 
shall be final, except that the same shall be 
subject to review by the Supreme Court of 
the United States, as prm'ided in section 

1254 of title 28, United States Code. Peti­
tions filed under this subseotion shall be 
heard expeditiously. 

"(b) The Secretary may also obtain review 
or enforcement of any final order of the 
Commission by filing a petition for such 
relief in the United States court of appeals 
for the circuit in which the alleged violation 
occurred or in which the operator has its 
principal office or in the Court of Appeals 
for the District of Columbia Circuit, and the 
provision of subsection (a) shall govern such 
proceedings to the extent applicable. If no 
petition for review, as provided in subsec­
tion (a.), is filed within sixty days after 
service of the Commission's order, the Com­
mission's findings of fact and order shall 
be conclusive in connection with any peti­
tion for enforcement which is filed by the 
Secretary after the expiration of such sixty­
day period. In any such case, as well as in 
the case of a noncontested citation or noti­
fication by the Secretary which has become 
a final order of the Commission under sub­
section (a) or (b) of section 106, the cierk 
of the court, unless otherwlse ordered by the 
court, shall forthwith enter a decree enforc­
ing the order and shall transmit a copy of 
such decree to the Secretary and the operatol' 
named in the petition. In any contempt pro­
ceeding brought to enforce a decree of a 
court of appeals entered pursuant to this 
subsection or subsection (a), the court of 
appeals may assess the penalties provided 
in section 111, in addition to invoking any 
other available remedies. 

"PROCEDURES TO COUNTERACT DANGEROUS 
CONDrriONS 

"SEc. 108. (a) If, upon any inspection or 
investigation of a mine which is subject to 
this Act, an authorized representative of the 
Secretary finds that conditions or practices 
in such mine are such that an imminent dan­
ger exists, such representative shall deter­
mine the extent of the area of such mine 
throughout which the danger exists, and issue 
an order requiring the operator of such mine 
to cause all persons, except those referred 
to in section 105(b), to be withdl·awn from, 
and to be prohibited from entering, such area 
until an authorized representative of the 
Secretary determines that such imminent 
danger no longer exists. The issuance of an 
order under this subsection shall not pre­
clude the issuance of a citizen under section 
105 or the proposing of a penalty under 
section 111. 

"(b) (1) If, upon any inspection or in­
vestigation of a mine, an authorized rep­
resentative of the Secretary finds (A) that 
potentially dangerous conditions exist 
therein which have not yet resulted in an 
imminent danger, (B) that such conditions 
cannot be effectively abated through the 
use of existing technology, and (C) that 
reasonable assurance cannot be provided 
that the continuance of mining operations 
under such conditions will not result in an 
imminent danger, he shall determine the 
area throughout which such conditions 
exists, and thereupon issue a notice to the 
operator of the mine or his agent of such 
conditions, and shall file a copy thereof, in­
corporating his findings therein, with the 
Secretary and with the representatives of 
the miners of such mine. Upon receipt of 
such copy, the Secretary shall cause such 
further investigation to be made as he 
deems appropriate, including an opportunity 
for the operator or a representative of the 
miners to present information relating to 
such notice. 

"(2) Upon the conclusion of such investi­
gation and an opportunity for a public hear­
ing upon request by any interested party, the 
Secretary shall make findings of fact, and 
shall by decision incorporating such find­
ings therein, either cancel the notice issued 
under this subsection or issue an order 
1·equiring the operator of such mine to cause 
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all persons in the area affected, except those 
persons referred to in section 105(b), to be 
withdrawn from, and be prohibited from 
entering such area until the Secretary. after 
a public hearing affording all Interested per­
sons an opportunity to present their views, 
determines that such conditions have been 
abated. Any hearing under this paragraph 
shall be of record and shall be subject to 
section 554 of title 5 of the United States 
Code but without regard to subsection 
(a) (3). 

"(c) Findings and orders issued pursuant 
to subsection (a) of this section shall con­
tain a detailed description of the conditions 
or practices which cause and constitute a 
situation of imminent danger, and all orders 
issued pursuant to this section Shall contain 
a description of the area of the mine 
throughout which persons must be with­
drawn and prohibited. 

"(d) Each finding made and order issued 
under this section shall be given promptly 
to the operator o! the mine to which it per­
tains by the person ma.king such finding or 
order, and all of such findings and orders 
shall be in writing, and shall be signed by 
the person making them. Any order issued 
pursuant to subsection (a) or (b) may be 
annulled, canceled, or revised by an au­
thorized representative of the Secretary. Any 
order issued under subsection (a) or (b) 
shall remain tn effect until revoked by th& 
Secretary or modified or vacated by the Com­
mission, or the courts pursuant to sections 
107(a) or 108(e), "(e) (1) Any operator 
notified of an order under this section may 
apply to the Commtssio~ within ten days of 
such notification for annulment or revision 
of such order. The Commission shall forth­
with afford a.n opportunity for a hearing (in 
accordance with section 554 of title 5, United 
Sta.tes Code, but without rega.rd to subsec­
tion (a.) (3) of such section) and thereafter 
shall issue an order, based upon findings of 
fact, va.cating, affirming, modifying, or termi­
nating the Secretary's order. 

"(2) The Commission shall take whatever 
action is necessary to expedite proceedings 
under this subsection. 

"INJUNCTIONS 

"SEc. 109. The Secretary may institute 
a civil action lor relief, including a per­
manent or temporary injunction. restraining 
order, or any other appropriate order in the 
district court of the United States for the 
district in which a mine is located or in 
which the operator of such mine has his 
principal office, whenever such operator or 
his agent (a) violates or faUs or refuses to 
comply with any order or decision issued 
under this Act, or (b) interferes with, hin­
ders, or delays the Secrtary or his authorized 
representative, or the Secretary of Health, 
Education, and Welfare or his authorized 
representative, in carrying out the provi­
sions of the Act, or (c) refuses to admit such 
representatives to the mine, or (d) refuses to 
permit the inspection of the mine, or the in­
vestigation ol an a.ccident or occupational 
disease occurring in, or connected with, such 
mine, or (e) refuses to furnish any infor­
mation or report requested by the Secretary 
or the Secretary of Health, Education, and 
Welfare in furtherance of the provisions of 
this Act, or (f) refuses to permit access 
to, e.~d copying of, such records as the Sec­
retary or the Secretary of Health, Educa­
tion, and Welfare determines necessary in 
carrying out the provisions of this Act. The 
court shall have jurisdiction to provide such 
relief as may be appropriat e. Temporary re­
straln1ng orders shall be issued in accordance 
with rule 65 of the Federal Rules of Civil 
Procedure, as amended, except that the time 
limit in such orders, when issued without 
notice, shall be seven days from the date of . 
entry. Except as otherwise provided herein, 
any relief granted hy the co1.1r t to enforce 

an order under clause {a) of this section· 
shall continue in effect untll the comple­
tion or final tel'Ill.ination of all proceedings 
!or review of such order under this title, 
unless, prior thereto. the district court grant­
ing such relief sets it aside or modifies it. 
In any action instituted under this section 
to enforce an order or decision issued by 
the Commission or the Secretary after a 
public hearing in accordance with section 
554 of title 5 of the United States Code, the 
findings of the Commission or the Secretary, 
as the case may be, if supported by substan­
tial evidence on the record considered as a 
whole, shall be conclusive. 
"POSTING OF NOTICES, OltDERS, AND DECISIONS 

"SEc. 110. (a) At ea.ch mine subject to 
this Act there sha.ll be maintained an office 
with a conspicuous sign designating it as 
the office of the mine, and a bulletin board 
at such office or at some conspicuous place 
near an entrance of the mine, in such ma.n­
ner that notices, orders, citations, and de­
cisions required by law or regulation to be 
posted on the mine bulletin board may be 
posted thereon, be easily visible to all per­
sons desiring to read theiD.. and b& protected 
against damage by weather and a.gainst un­
authorized removal. A copy of any notice, 
order, citation, or decision required by this 
Act to be given to an operator shall be de­
livered to the office of the affected mine. and 
a copy shall be immediately posted on the 
bulletin board o! such mine by the operator 
or his agent for not less than thirty days. 

.. (b) The Secretary shall (1) cause a copy 
of any notice, order. citation, or decision re­
quired by this Act to be given to an operator 
to be mailed immediately to a representative 
of the miners in the affected mtne, and (11) 
cause a copy thereof to be mailed to the 
public official or agency of the State charged 
with administering State laws, if any, relat­
ing to health or safety 1n such mine. Such 
notice, order, citation, or decision shall be 
available for public inspection. 

.. (c) In order to insure prompt compli­
ance with any notice, order, citation, or de­
cision issued under this Act, the authorized 
representative of the Secretary may dellver 
such notice, order, citation, or decision to 
an agent of the operator, and such a,gent 
shall immediately take appropriate measures 
to insure compliance with such notice, order, 
citation, or decision. 

••(d) Each operator of a mine subject to 
this Act shall file with the Secretary the 
name and address of such mine and the name 
and address of the person who controls or 
operates the mine. Any revisions tn such 
names or addresses shall be promptly filed 
with the Secretary. Each operator of a mine 
subject to this Act shall designate a respon­
sible official at such mine as the principal 
omcer in charge of health and safety at 
such mine, and such official shall receive 
a copy of any notice, order, citation. or de­
cision issued under this Act affecting such 
mine. In any case, where the mine 1s subject 
to the control of any person not directly 
involved in the dally operations of the mine, 
there shall be filed with the Secretary the 
name and address of such person and the 
name and address of a principal omclal of 
such person who shall have overall responsi­
bility for the conduct of an effective health 
and safety program at any mine subject to 
the control of such person, and such official 
shall receive a copy of any notice, order. 
citation, or decision issued affecting any such 
mine. The mere designation of a health and 
safety official under this subsection shall not 
be construed as making such omcial subject 
to a ny penalty under this Act. 

''PENALTIES 

SEc. 111. (a) Any operator who violates a. 
·safety or health standard prescribed by or 
under this Act, or any rule, order, or regula-

tion promulgated pursuant to thla Act, shan 
be assessed a civil penalty of not more than 
$10,000 for each such violation. -

"(b) Any operator who falls to correct a 
violation for which a citation has been issued 
under section 105(a) within the period per­
mitted for its correction (which period shall 
not begin to run until the date of the final 
order of the Commission in the ca8e of any 
review proceeding under section 106 initiated 
by the employer in good faith and not solely 
for delay or avoidance of penalities), may be 
assessed a civil penalty of not more than· 
$1,000 for each day during which such failure 
or violation continues. 

"(c) Whenever a. corporate operator vio­
lates a safety or health standard prescribed 
by or under this Act, or any rule, order, or 
regulation promulgated pursuant to this Act, 
any director, officer. or agent o! such corpo- · 
ration who knowingly authorized, orderec_J., . 
or carried out such violation shall be subject · 
to the same civll penalties, fines. and 1m.:. • 
prisonment that may be imposed upon a per­
son under subsection (a), (b), (e). (f), or 
(g) of this section. 

"(d) Any operator who willfully, or with 
gross negligence, violates a safety standard 
prescribed by under this Act, and thereby 
causes a miner or miners to be subjected 
to imminent danger. shall b& subject to a 
civil penalty closure order by the Commis­
sion. which order shall: (i) order the mine 
closed for a minimum specified period not to 
exceed thirty working days, (11) provide that 
the mine may not be reopened except upon .. 
a subsequent order and finding by the Com- · 
mission that no unabated safety or health 
violations exist at such mine (except viola­
tions for which the period for abatement has 
not expired). and (Ui) provide that during 
the period of closure the operator shall pay · 
the miners at their regular hourly rates for 
the hours they would have worked had the 
mine not been ordered closed, exscept any 
miner or miners found by the Commission 
to have will!ully or with gross negligence 
contributed to the violation or violations : 
which gave rise to the closure order. 

.. (e) Any operator who will!ully violates · 
a safety or health standard prescribed by or 
under this Act, or any rule, order, or regula-. · · 
tion promulgated pursuant to thls Act, shall, · 
upon conviction. be punished by. a fine of · 
not more than $25,000 or by imprisonment 
!or not more than one year, or by both; ex­
cept that if the conviction is for a violation 
committed after a first conviction of such: 
person for any violation of this Act, punish•·<· 
ment shall be a fine of not more than $50,000 
or imprisonment for not more than five years, 
or both. 

.. {f) Any person who gives advance notice 
of any inspection to be conducted under this 
Act shall, upon conviction, be punished by 
a .fines of not more than $1,000 or by im­
prisonment for not more than slx months, 
or by both. 

.. (g) Whoever knowingly make any false 
statement, representation, or certification in 
any application, record, report, plan, or other 
document filed or required to be maintained · 
pursuant to this Act shall, upon conviction, 
be punished by a fine of not more than 
$1,000, or by imprisonment !or not more 
than six months, or by both. 

"{h) Any operator who violates any of the 
posting requirements, as prescribed under the 
provisions of this Act, shall be assessed a 
civil penalty of up to $1,000 !or each viola­
tion. 

"{i) Any miner who willfully violates the 
mandatory safety standards relating to 
smoking or the carrying of smoking mate­
rials, matches, .or lighters shall be subJect . 
to a civil pen{l.lty asses ed by the Commission 
of not more than $250 for each occurrence 
of such violation . _ 

.. (j) Whoever ~nowingly distributes, sells,, . 
offers for sale, introduces,_ or deliv~rs in. 
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commerce any equipment for use in a mine, 
including, but not limited to, components 
and accessories of such equipment, which is 
represented as complying with the provi­
sions of this Act, or with any specification or 
regulation of the Secretary applicable to 
such equipment, and which does not so com­
ply, shall, upon conviction, be punished by 
a fine of not more than $25,000 or by im­
prisonment for not more than one year, or 
by both. 

"(k) The Commission shall have authority 
to assess all civil penalties and to issue all 
civil penalty closure orders provided in this 
Act. In assessing civil monetary penalties, the 
Commission shall give due consideration to 
the gravity of the violation, the good faith of 
the person charged, the history of previous 
violations, and the appropriateness of the 
penalty with respect to the size of the busi­
ness of any mine operator being charged: 
Provided, That, in proposing ciVil penalties 
under this Act, the Secretary may rely upon 
a summary review of the information avail­
able to him and shall not be required to 
make findings of fact concerning the above 
factors. 

"(1) Civil penalties owed under this Act 
shall be paid to the Secretary for deposit into 
the Treasury of the United States and shall 
accrue to the United States and may be re­
covered in a civil action in the name of the 
United States brought in the United States 
district court for the district where the vio­
lation is alleged to have occurred or where the 
employer resides or maintains a place of 
business. 

"ENTITLEMENT OF MINERS 

"Sr:::c. 112. (a) If a mine or area of a mine 
is closed by an order issued under section 105 
or section 108 of this title, all miners work­
ing during the shift when such order was is­
sued who are idled by such ot•der shall be 
entitled, regardless of the result of any review 
of such order, to full compensation by the 
operator at their regular rates of pay for the 
period they are idled, but for not more than 
the balance of such shift. If such order is not 
terminated prior to the next working shift, 
all miners on that shift who are idled by such 
order shall be entitled to full compensation 
by the operator at their regular rates of pay 
for the period they are idled, but for not 
more than four hours of such shift. If a mine 
or area of a mine is closed by an order issued 
under section 105 or section 108 of this title 
:for a failure of the operator to comply with 
any health or safety standard, all miners who 
are idled due to such order shall be fully 
compensated by the operator for lost time at 
their regular rates of pay for such time as 
the miners are idled by such closing, or for 
one week, whichever is the lesser. Whenever 
an operator violates or falls or refuses to 
comply with any order issued under section 
105 or section 108 of this Act, all miners em­
ployed at the affected mine who would be 
Withdrawn from, or prevented from entering, 
such mine or area thereof as a result of such 
order shall be entitled to full compensation 
by the operator at their regular rates of 
pay, in addition to pay received for work per­
formed after such order was issued, for the 
period beginning when such order was issued 
and ending when such order is complied 
with, vacated, or terminated. The Commis­
sion shall have authority to order compensa­
tion due tmder this section, upon the filing 
of a complaint by a miner or his representa­
tive and after opportunity for hearing sub­
ject to section 554 of title 5, United States 
Code. 

"ADMINISTRATIVE PROVISIONS 

"SEc. 113. (a) The Secretary is authorized 
and directed to administer the provisions of 
this Act through a Mine Safety and Health 
Administration established under section 402 
of the Federal Mine Safety and Health Act 
of 1975. The Secretary, acting through the 
Admlnistratlon, shall have authority to ap-

point, subject to the civil service laws, such 
officers and employees as he may deem neces­
sary for the administration of this Act, and 
to prescribe powers, duties, and responsibili­
ties of all officers and employees engaged in 
the administration of this Act. 

"(b) Except as provided in section 518(a) 
of title 28, United States Code, relating to 
litigation before the Supreme Court, the 
Solicitor of Labor may appear for and repre­
sent the Secretary in any civil litigation 
brought under this Act. 

"AUTHORIZATION OF APPROPRIATIONS 

"SEC. 114. There are authorized to be ap­
propriated, out of any moneys in the Treas­
ury not otherwise appropriated, such sums 
as may be necessary to carry out the provi­
sions of this title." 
AMENDl\tENTS WIT,H RESPECT TO INTERIM MAN­

DATORY HEALTH STANDARDS 

SEc. 202. (a) (1) Section 201(a) of the 
Federal Mine Safety and Health Act of 1975 
(as redesignated by this Act) is amended by 
striking out "coal mines" and inserting in 
lieu thereof "mines". 

(2) Section 201(b) of such Act is amended 
by striking · out "coal mine" and inserting 
in lieu thereof "mine". 

(b) Section 202 of such Act is amended 
by striking out "coal mine" and Inserting 
in lleu thereof "mine". 

(c) ( 1) Section 203 of such Act is amended 
by striking out "coal mine" each time it 
appears therein and inserting in lieu thereof 
"mine". 

(2) Section 203(d) of such Act is amended 
by striking out "coal mine" and inserting 
in lieu thereof "mine". 

(d) Section 205 of such Act is amended 
by striking out "coal mining" and inserting 
in lieu thereof "mining". 

(e) Section 206 of such Act is amended 
by striking out "coal mine" each time it 
appears therein and inserting in lieu thereof 
"mine". 
TITLE ill-RELATIONSHIP TO OCCUPA­
TIONAL SAFETY AND HEALTH PROGRAM 
APPLICABILITY OF THE OCCUPATIONAL SAFETY 

AND HEALTH ACT OF 1970 

SEc. 301. Except as otherwise specifically 
provided, nothing in this Act or in the 
amendments made by this Act shall be con­
strued to apply the provisions of the Occu­
pational Safety and Health Act of 1970 to 
working conditions in the mines subject to 
the Federal Mine Safety and Health Act of 
1975. 

THE OCCUPATIONAL SAFETY AND HEALTH 
REVIEW COMMISSION 

SEc. 302. (a) The Occupational Safety and 
Health Review Commission created by sec­
tion 12(a) of the Occupational Safety and 
Health Act of 1970 is hereby continued as 
an agency of the United States, except that 
the Commission shall consist of five mem­
bers instead of three members, appointed 
by the President by and with the advice and 
consent of the Senate. Three of the mem­
bers shall be appointed from among per­
sons who by reason of training, education, 
or experience are qualified to carry out the 
functions of the Commission under the Oc­
cupational Safety and Health Act of 1970. The 
two additional members of the Commission 
shall be appointed from among persons who 
by reason of training, education, or experi­
ence are especially qualified in the field of 
mine safety and health. The President shall 
designate one of the members of the Com­
mission to serve as Chairman. Not more 
than three Commissioners, including the 
Chairman, shall be of the same political 
party. 

(b) The terms of the two additional mem­
bers shall be six years, except that-

(1) such additional members of the Com­
mission, first taking office after the date of 
enactment of the Federal Mine Safety and 
Health Amendments of 1975, shall serve, as 

redesignated by the President at the time 
of appointment, one for a term of two years, 
and one for a term of six years; and 

(2) a vacancy caused by the death, resig­
nation, or removal of any such member 
prior to the expiration of the term for which 
he was appointed shall be filled only for the 
remainder of such unexpired term. 

Any such member of the Commission may 
be removed by the President for inefficiency, 
neglect of duty, or malfeasance in office. 

(3) The Chairman shall be responsible on 
behalf of the Commission for the adminis­
trative operations of the Commission. The 
Commission shall appoint such employees as 
it deems necessary to assist in the perform­
ance of the Commission's functions and 
to fix their compensation in accordance 
with the provisions of chapter 51 and sub­
chapter III of chapter 53 of title 5, United 
States Code, relating to classification and 
general pay rates. The Commission shall ap­
point a chief administrative law judge and 
such administrative law judges as it deems 
necessary to carry out the functions of the . 
Commission: Provided, That assignment, re­
moval, and compensation of administrative 
law judges and a chief administrative law 
judge shall be in accordance with sections 
3105, 3344, 5362, and 7521 of title 5, United 
States Code. 

(c) Three members of the Commission 
shall constitute a quorum and official action 
can be taken only on the affirmative vote of a 
majority of those present and voting: Pro­
vided, That, pursuant to such rules as the 
Commission may establish for proceedings 
arising under the Federal Mine Safety and 
Health Act of 1975, the Commission may 
fix a quorum at two members. In any re­
view by the Commission, or upon any peti­
tion for review before it, an equally divided . 
vote of the Commissioners shall operate as 
an affirmance of the order or decision being 
reviewed or for which review is petitioned. 

(d) (1) Pursuant to such rules as the Com­
mission may establish, proceedings held pur­
suant to the Federal Mine Safety and Health 
Act of 1975 may be had before a special mine 
safety and health panel established in the 
Commission composed of both members who 
ru·e especially qualified in the field of mine 
safety and health and one additional mem­
ber. In any such proceeding two members 
shall constitute a quorum and official action 
can be taken only on the affirmative vote of 
at least two members. 

(2) Notwithstanding any other provision 
of this section, the Commission is au­
thorized, consistent with the rights of the 
parties to an opportunity for a hearing, to 
expedite in every way proceedings held pur­
suant to the Federal Mine Safety and Health 
Act of 1975. 

(e) (1) An administrative law judge ap­
pointed by the Commission to hear matters 
under this Act and the Occupational Safety 
and Health Act of 1970, shall hear, and make 
a determination upon, any proceeding insti­
tuted before the Commission and any mo­
tion in connection therewith, assigned to 
such administrative law judge by the chief 
administrative law judge of the Commission 
or by the Commission, and shall make a 
decision which constitutes his final disposi­
tion of the proceedings. The decision of the 
administrative law judge of the Commis­
sion or by the Commission, thirty days after 
its issuance unless within such period the 
Commission has directed that such decision 
shall be reviewed by the Commission in ac­
cordance with paragraph (2) of this subsec­
tion. An administrative law judge shall not 
be assigned to prepare a recommended de­
cision under this Act or under the Occupa­
tional Safety and Health Act of 1970. 

( 2) The Commission shall prescribe rules 
of procedure for its review of the decisions 
of administrative law judges in cases under 
this Act and under the Occupational Safety 
and Health Act of 1970 which shall meet the 

. 
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following standards for review (the provi­
sions of section 557 (b) of title 5, United 
States Code, with regard to the review au­
thority of the Commission are hereby ex­
pressly superseded to the extent that they 
are inconsistent with the provisions of para­
graphs (i) (a) (b) and (c), (ii) and (iii) 
of this subsection): 

(i) (a) PETITIONS FOR DISCRETIONARY RE­
VIEW.-Any party may file and serve a peti­
tio for discretionary review by the Com­
mission of a decision of an administrative 
law judge within thirty days after the issu­
ance of such decision. Review by the Com­
mission shall not be a matter of right but 
of the sound discretion of the Commission. 

(b) Petitions for discretionary review shall 
be filed only upon one or more of the fol­
lowing grounds: 

(1) A finding or conclusion of material 
!act is not supported by substantial evidence. 

(2) A necessary legal conclusion is 
erroneous. 

(3) The decision is contrary to law or to 
the duly promulgated rules or decisions of 
the Commission. 

(4) A substantial question of law, policy, 
or discretion 1s involved. 

(5) A prejudicial error of procedure was 
committed. 

(c) Each issue shall be separately num­
bered and plainly and concisely stated, and 
shall be supported by detailed citations to 
the record when assignments of error are 
based on the record, and by statutes, regu­
lations, or principal authorities relied upon. 
Except for good cause shown, no assignment 
of error by any party shall rely on any ques­
tion of fact or law upon which the adminis­
trative law judge had not been afforded an 
opportunity to pass. Review by the Com­
mission shall be granted only by majority 
vote of the Commissioners present and vot­
ing. It granted, review shall be limited to the 
questions raised by the petition. 

(li) REVIEW BY COMMISSION AT ITS OWN 
INITIATIVE.-At any time Within thirty days 
after the issuance of a decision of an ad­
ministrative law judge, the Commission may 
in its discretion (by majority vote of the 
Commissioners present and voting) order 
the case before it for review but only upon 
the ground that the decision may be con­
trary to law or Com.m.ission policy, or that 
a novel question of policy has been pre­
sented. The Comm.lss:ion shall state fn such 
order the spooific issue of la.w, Commission 
policy or novel question of policy involved. 
If a party's petition for discretionary re­
view has boon gr~nted, the Commlss1on shall 
not raise or consider additional issues 1n such 
review proceedings except in compliance with 
this paragraph. 

(iii) ScOPE OF REVIEW.-For the purpose of 
review by the Commission under pa..mgraph 
(i) or (ii) of this subsection, the record 
shall include (1) all matters constituting 
the record upon which the decision of the 
administrative law judge was based, (2) the 
rulings upon proposed findings and conclu­
sions, (3) the decision of the adm1n1stmtive 
law judge, (4) the petition or petitions for 
discretionary review, responses thereto, and 
the Commission's order for review, and (5) 
briefs filed on review. No other material shall 
be considered by the Commission upon re­
view. The administrative law judge's find­
ings and conclusions of fact, as distinguished 
from policy determinations, shall no.t be set 
aside by the Commission unless such find­
ings or conclusions of fact are unsupported 
by substantial evidence of record. The Com­
mission either may remand the case to the 
administrative law judge fO'l' further pro­
ceedings as it may direct or it may affirm, 
set aside, or modify the dooision or ordel' 
of the adminlstra.tive law judge 1n conform­
tty with the record. It the Commission de­
termines that further evidence is necessary 
on an issue of fact It shall remand the case 

for further proceedings before the adminis­
trative law judge. 

(f) In connection with hearings before the 
Commission, or its admlnlstrwtive la.w judges, 
under this Act or the Occupational Safety 
and Health Act of 1970, the Commission and 
its administrative law judges may compel 
the attendance and testimony of witnesses 
and the production of books, papers, or doc­
uments or objects, and to order testimony 
to be taken by deposition at any stage of 
tho proceedings before them. Any person 
may be compelled to appear and depose and 
produce like documentary or physical evi­
dence, in the same manner as witnesses may 
be compelled to appear and produce evidence 
before the Commission and its administra­
tive law judges. Witnesses shall be paid the 
same fees and mileage that are paid wit­
nesses 1n tbe oourts of the United States and 
at depositions ordered by such courts. In 
case of a contumacy, failure, or refusal of 
any person to obey a subpena or order of 
the Commission or .an administrative law 
judge, respectively, to appear, to testify, or 
to produce documentary or physical evi­
dence, any district court of the United States 
or the United States courts of any territory 
or possession, within ~he jurisdiction of 
which such person is found, or resides, or 
transacts business, shall, upon the applica­
tion of the Commission, or the administrative 
law judge, respectively, have jurisdiction to 
issue to such person an order requiring such 
person to appear, to testify, Ql' to produce 
evidence as ordered by the Commission 01' 
the administrative law judge, respectively, 
and any failure to obey such order oi the 
court may be punished by said court as a 
contempt thereof. 

(g) Except as otherwise specifically pro­
vided in this section, the provlslons of sec­
tion 12 of the Occupa.tlona.l Sa-fety and 
Hea.lth Act of 1970 with respect to the Occu­
pational Safety and Health Review Commis­
sion shall continue in effect. 

NATIONAL INSTITUTE FOR OCCUPATIONAL 
SAFETY AND HEALTH 

SE<:. 303. The National Institute for Occu­
pational Safety and Heruth esta.blished under 
section 22 of the Occupational Safety and 
Health Act of 1970 is authorized to conduct 
resea.reh related to the development of safety 
and health standards under the Federal Mine 
Safety and Health Act of 1975 and to per­
form all functions with respect to mines that 
it performs with respect to employment& 
subjoot to the Occupational Safety and 
Health Act of 1970. 

STATIST!CS 

SEc. 304. The Secretary of Labor in carry­
ing out his functions under section 24 of 
the Occupational Safety and Health Act of 
1970 shall include accm·ate statistics on the 
work injuries and illnesses occurring in the 
mines subject to the Federal Mine Safety and 
Health Act of 1975. 

SAND AND GRAVEL :r.nNES 

SEC. 305. Nothing in this Act shall be con­
strued to prohibit the application of the 
Occupational Safety and Health Act of 1970 
to sand and gravel mines. 
TERMS OF PRESENT MEMBERS OF THE REVIEW 

COMMISSION 

SEC. 306. Nothing contained 1n this title 
shall atrect the terms of the members of the 
Occupational Safety and Health Review 
Com.mission serving on the date of enact­
ment of this Act. 
TITLE IV-MISCELLANEOUS PROVISIO~ -s 

TRANSFER MATTERS 

SEc. 401. (a) The functions of the Secre­
tary of the Interior under the Federal Coal 
Mine Health and Safety Act of 1969, and the 
Federal Metallic and Non-Metallic Mine 
Safety Act of 1966 are transferred to the 
Secretary of Labor, except those which are 

expressly transferred to the Commission by 
this Act. 

(b) (1) The mandatory and advisory 
standards relating to mines, issued by the 
Secretary of the Interior under the Federal 
Metallic and Nonmetalllc Mine Safety Act 
of 1966 and standards under the Federal 
Coal Mine Health and Safety Act of 1969 
which are in effect on the date of enactment 
of this Act shall remain in effect as standards 
under title I of the Federal Mine Safety and 
Health Act of 1975 until such time as the 
Secretary shall issue new or revised standards 
under that title, or, with respect to sand or 
gravel standards, until new or revised stand­
ards are issued by the Secretary of Labor 
under section 6 of the Occupational Health 
and Safety Act of 1970. 

(2) All interpretation, regulations, and in­
structions of the Secretary of the Interior 
or the Director of the Bureau of 1\'Iines, in 
effect on the date of enacement of this Act 
and not inconsistent with any provision of 
this Act or any amendment made by this Act, 
shall be published in the Federal Register 
and shall continue in effect until modified 
or superseded in accordance with the provi­
sions of this Act. 

(c) (1) All unexpended balances of appro­
priations, personnel, property, records, obli­
gations, and commitments which are used 
primarily with respect to any function trans­
ferred under the provisions of subsection (a) 
of this section to the Secretary shall be trans­
ferred to the Department of Labor. 'nle 
transfer of personnel pursuant to this para­
graph shall be without reduction in classi­
fication or compensation for one year after 
such transfer, except that the Secretary of 
Labor shall have full authority to assign per­
sonnel during such one-year period in order 
to efficiently carry out functions transferred 
to him under this Act. 

(2) All orders, decisions, determinations, 
rules, regulations, permits contracts certifi­
cates licenses and privileges (A) which have 
been issued, made, granted, or allowed to 
become effective in the exercise of functions 
which are transferred under this section by 
any department or agency, any functions of 
which are transferred by this section, and 
(B) which are in effect at the time this sec­
tion takes effect, shall continue in effect 
according to their terms until modified, ter­
minated, superseded, set aside, or repealed 
by the Secretary of Labor, the Occupational 
Safety and Health Review Commission by 
any court of competent jurisdiction, or by 
operation of law. 

(3) The provisions of this section shall not 
affect any proceedings pending at the time 
this section takes effect before any depart­
ment or agency, functions of which are 
transferred by this section; except thr.t such 
proceedings, to the extent. that they relate 
to functions so transferred, shall be contin­
ued before the Secretary of Labor or the 
Occupational Safety and Health Review Com­
mission. Orders shall be issued in such pro­
ceedings, appeals shall be taken therefrom, 
-and payments shall be made pursuant to 
such orders, as if this section had not been 
enacted; and orders issued in any such pro­
ceedings shall continue 1n effect until modi­
fied, terminated, superseded, or repealed by 
the Secretary of Labor, the Occupational 
Safety and Health Review. Commission, by 
a court of competent jurisdiction, or by op­
era tlon of law. 

( 4) The provisions of this section shall 
not affect suits commenced prior to the date 
this section takes effect and 1n all such suits 
proceedings shall be had, appeals taken, and 
judgments rendered, in the same manner 
and effect as if this section had not been 
enacted; except that if before the date on 
which this section takes effect, any depart­
ment or agency (or officer thereof ln hls 
official capacity) is a party to a suit 1nvolv-
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lng functions tra~ferred to the Secretary, 
then such suit shall be continued by the 
Secretary. No cause of action, and no suit, 
action, or other proceeding, by or against any 
department or agency (or officer thereof in 
his official capacity) functions of which are 
transferred by this section, shall abate by 
reason of the enactment of this section. 
Causes of actions, suits, actions, or other 
proceedings may be asserted by or against 
the United States or the Secretary as may be 
appropriate and, in any litigation pending 
when this section takes effect, the court 
may at any time, on its own motion or that of 
any party, enter an order which will give 
effect to the proVisions of this paragraph. 

(d) For purposes of this section, (1) the 
term "function" includes power and duty, 
and (2) the transfer of a function, under 
any provision of law, of an agency or the 
head of a department shall also be a trans­
fer of all functions under such law which are 
exercised by any officer or officer of such 
agency or department. 

MINE SAFETY AND HEALTH ADMINISTRATION 
SEc. 402. (a) There is established in the 

Department of Labor, a Mine Safety and 
Health Administration to be headed by an 
Administrator appointed by the President, by 
and with the adVice and consent of the 
Senate. The Secretary is authorized and di­
rected, except as specifically provided other­
wise, to carry out his functions under the 
Federal Mine Safety and Health Act of 1975 
through the Mine safety and Health Admin­
istration. 

(b) Section 5315 of title 5, United States 
Code, is amended by adding at the end 
thereof the following paragraph: 

"(98) Administrator of the Mine Safety 
.and Health Administration". 
AMENDMENTS WITH RESPECT TO MINE SAFETY 

AND HEALTH ADMINISTRATION 
SEc. 403. {a) (1) Section 501 (a) of the Fed­

eral Mine Safety and Health Act of 1975 (as 
redesignated by this Act) is amended by 
striking out the word "coal" wherever it 
appears therein. 

(2) Section 501(b) of such Act is amended 
by striking out the word "coal" each time it 
appears therein and by adding after the word 
•'Welfare,. the following: "through the Na­
tional Institute for Occupational Safety and 
Health established under the Occupational 
Safety and Health Act of 1970". 

(3) Section 601(d) of such Act is amended 
by striking out the word "coal". 

(b) Section 502 of such Act is amended by 
striking out the word "coal" each time it ap­
pears therein. 

(c) (1) Section 503(a) of such Act is 
amended by striking out the word "coal" 
each time It appears therein. 

( 2) Section 503 (b) of such Act is amended 
by striking out the word "coal" each time 
tt appears therein. 

'(d) (1) Section 503(f) of such Act 1s 
amended by striking out the word "coal". 

(2) Section 503(g) of such Act is amended 
by striking out the word "coal". 

(e) Section 505 of such Act 1s amended 
by striking out "the Inining of coal" and 
inserting in lieu thereof "in mining". 

(f) Section 506(b) of such Act is amended 
by striking out the word "coal" each time 
it appears therein. 

(g) (1) Section 511 (a) of such Act 1s 
amended by striking out the word "coal". 

(2) Section 511(b) of such Act is amended 
by striking out the word "coal". 
. (h) Section 7(b) (5) ! of the Small Busi­
ness Act is amended by striking out the 
word "coal". 

SAVXNGS PROVISION 
SEc. 404. Nothing contained in this Act 

or any amendment made by this Act shall 
be construed to reduce the number o! in­
spectors engaged. In enforcing the proVi­
sions of the Coa.l Mine Safety and Safety 
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Act of 1969 and Metallic and Nonmetallic 
Mine Safety Act of 1969 as in effect prior to 
the effective date of this Act or to reduce the 
number o! Inspectors engaged in the enforce­
ment of the Occupational Safety and Health 
Act of 1970. 

BUDGET PROVISION 
SEc. 405. In the preparation of the Budget 

message required under section 201 of the 
Budget and Accounting Act, 1927 (1931 U.S.C. 
11), the President shall set forth as separate 
appropriation accounts amou:..ts required for 
appropriation for mine health and safety 
pursuant to the Federal Mine Health and 
Safety Act of 1975 and for occupational safety 
and health pursuant to the Occupational 
Safety and Health Act of 1970. 

REPEALER 
SEc. 406. The Federal Metal and Nonme­

tallic Mine Safety Act of 1966 is repealed. 
EFFECTIVE DATE 

SEc. 407. This Act and the amendments 
made by this Act shall take effect on the 
first day of the second month after the date 
of enactment of this Act, except that the 
Secretary of Labor is authorized to establish 
such rules and regulations as may be neces­
sary for the efficient transfer of functions 
provided under this Act. 

FEDERAL MINE SAFETY AND HEALTH 
AMENDMENTS OF 1975 

ANALYSIS OF FEDERAL MINE SAFETY 
AMENDMENTS OF 1975 

The legislation has three principal fea­
tures. First, the bill would merge the safety 
and health protection for metallic and non­
metallic Ininers with the protection for coal 
miners under the Coal Mine Health and 
Safety Act of 1969 Into a Federal Mine 
Safety and Health Act. 

Second, the functions of the Secretary of 
the Interior under the present Coal Mine 
and Metal Mine Acts be transferred to the 
Secretary of Labor in a separate mine safety 
and health administration with an adininis­
trator, subject to Senate confirmation. 

Third, the bill provides !or standard set­
ting and enforcement procedures under the 
new Federal Mine Safety and Health Act of 
1975 which would conform to the Adminis­
trative Procedure Act and provide for appel­
late court review. 
MERGER OF METALLIC AND NON-METALLIC AND 

COAL MINE SAFETY AND HEALTH 
The merger provision is accomplished by 

eliminating all references to coal under 
Titles I, n, and v of the 1969 Coal Mine 
Health and Safety Act, and by repealing the 
1966 Metallic and Non-Metallic Act. The 
definitions of the Coal Mine Health and 
Safety Act are revised to make clear their 
application to all forms of underground 
mlnlng but specifically exclude sand and 
gravel operations. This approach is predi­
cated on an assumption that the essentla.ls 
o! safety in underground Ininlng are slmilar 
and that a unified statutory approach would 
make for a much more efficient operation. 
Moreover, existing metal mine statutes are 
seriously deficient with respect to admlnis­
trative and enforcement procedures (see be­
low.) 
TRANSFER OF MINE SAFETY FUNCTIONS TO THE 

SECRETARY OF LABOR 
The transfer of mine safety enforcement 

to the Secretary of Labor is accomplished by 
substituting Secretary of Labor for Interior 
or Bureau of Mines in the Amendments to 
the 1969 Act. Additional provisions are made 
for a separate mine safety and health ad­
Ininistration in order to provide a continuity 
and maintenance of effort. The bill has leg­
islative language requiring a maintenance of 
the separate ~nspection forces and separate 
budget submissions designed to make sure 
that existing cases and decisions are main­
tained 1n force regardless o! the transfer. 
The rationale for this transfer function Is 

that the Bureau of Mines has failed as the 
governmental agency responsible for mine 
.safety. The Subcommittee's oversight activi­
ties coupled with the disaster investigations 
reflects an inability of the Bureau of Mines 
to develop the strong enforcement program 
needed in this area. 

The over-riding need for the transfer is 
that the Secretary of the Interior with his 
primary charge of responsibllity to ensure 
adequate energy sources for our country is 
presented with an Irreconcilable conflict in 
also being changed to ensw·e maximum 
safety of workers in the mines. A transfer 
of this function to the Secretary of Labor 
will allow him to concentrate his efforts on 
workers protection and avoid the Interior 
Department's continuing schizophrenic con­
flict on energy v. safety. 

Health research matters are transferred to 
the Secretary of Heal·th. Education, and 
Welfare under the National Institute of Oc­
cupational Safety and Health. 

The ellinination o! the jurisdiction of sand 
and gravel pits is done because that coverage 
closely relates to construction work rather 
than mlnlng opera tlons and accordingly a 
more efficient operation can be accomplished 
by letting that be handled by the Occupa­
tional Safety and Health Act of 1970. M(lre­
over. the ability of the Bureau of Mines to 
focus on the more dangerous underground 
mining operation is diminished by haVing 
the jurisdictional responsibility of the vastly 
large sand and gravel operations. 

REVISION OF ADMINISTRATIVE PROCEDURE AND 
ENFORCEMENT 

The bill revises the standard making pro­
cedures. enforcement and inspection pro­
cedure, and penalty provisions of the 1969 
Coal Mine Act under a basic framework of 
operation within the Administrative Proce­
dure Act while retaining some o1' the more 
viable features of the 1969 Coal Mine Act. 
This is accomplished legislatively by rewrit­
ing the entire Title I of the 1969 Act. The 
Secretary of Labor 1s given stronger inde­
pendence on promulgating standards, ad­
visory cominittees are strengthened in theit 
operation and given a definite time frame 
within which to deliver. However, Advisory 
Cominittees are left optional with respect tO 
the Secretary's decision to appoint them. 
Existing coal mine and metallic Inine safe-ty 
and health standards are retained in place 
until better substitute$ are promulgated. 
One feature will be to make all of the metal­
lic mine safety standards mandatory and 
eliminate the present situation where some 
of the metal mine standards are mandatory 
and some advisory. There seems to be no 
rational basis for deVising a standard which 
is necessary to life and safety as being ad­
visory. The Secretary is given authority to 
issue future temporary noncompliance orders· 
and variances. 

The procedw·es for inspection enforcement 
are likewise based on making clear the strong 
inspection requirements o! the Coal Mine 
Act but eliininating certain of the bureau­
cratic problems that the Bureau of Mines 
has had in conducting inspections. The 
closure for imininent danger situations are 
stronger under the 1969 Coal Mine Act and 
therefore have been retained. 

The penal ties of the 1969 Coal Act are re­
tained. The Occupational Safety and Health 
ReView Commission is given jurisdiction for 
appeals from the Secretary under the new 
Act. The review commission Is expanded for 
this purpose. 

SECTION-BY-SECTION ANALYSIS 
TITLE I-AMENDMENTS TO THE GENERAL PROVI­

SIONS OF THE FEDERAL COAL MINE HEALTH 
AND SAFETY ACT OF 1969 

Section 101-Thls section amends section 1 
of the Federal Coal Mine Health and Safety 
Act of 1969 such that it is now cited as the 
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"Federal Mine Safety and Health Act of 
1975." 

Section 102-Definitions and appllcablllty. 
Section 102(a) (1)-pl·ovides that sec­

tion 2 of the Federal Mine Safety and Health 
Act of 1975 is amended by striking out "coal" 
wherever it appears. 

Section 102(a) (!)-provides that the 
functions of the Secret ar y of the Interior in 
developing and promulgating improved man­
datory health and safety standards under 
Section 2(g) (1) are transfer red to the Sec­
retary of Labor. 

Section 102(b) (1) -ch anges t he definition 
of "Secretary" in section 3 (a) from Secretary 
of the Interior to secretary of Labor. 

Section 102(b) (2)-enlarges the definition 
of "mine" in section 3(h ) to include those 
mines previously covered by the Federal 
Metal and Non-Metallic Mine Safety Act 
(except sand and gravel mines). 

Section 102(b) (3)-expands the defini­
tions of "operator," "agent," "miner," and 
"imminent danger" in sections 3(d), (e), 
(g), and (j), respectively, to apply to all 
mines now covered by t he Act. 

Section 102(b) (4)-amends section 3 to 
add a new section S(n) defining "Adminis­
tration" which means t he Mine Safety and 
Health Administration established under 
section 402 of this Act and a new section 3 
(o) defining "Commission" which means 
the Occupational Safety and Health Review 
Commission established under section 12 of 
the Occupational Safet y and Health Act of 
1970. 

Section 102 (c) -amends sect ion 4, "Mines 
Subject to Act," to include in addition to 
coal miners, mines n ewly covered by this 
Act. 

section 102(d) (1)-amends Section 5(c) 
to conform the wording thereof to the new 
definition of "Secretary," but t he meaning is 
unchanged. 

section 102(d) (2)-includes operators and 
miners' representatives of mines newly cov­
ered by this Act among those that may ask 
the Interim Compliance Panel for a public 
hearing under Section 5(f ) , and changes the 
wording of that section t o conform to the 
new section number for "Judicial Review." 

Section 102(e)-transfers authority to 
modify appllcation of mandatory standards 
from the secretary of the Interior to the 
Commission. 
TITLE II-MINE SAF ETY AND H EALTH STAN DARD 

AMENDMENTS 

Amendment to title I 
Section 202-This section amends Title I 

of 1969 so that it includes : 
Section 101-Duties. 
Section 101(a)-establishes the dut y of 

each mine operator to comply with the 
health and safety standards, all rules, regu­
lations, and orders promulgated under this 
Act and to furnish a place of employment 
free from recognized hazards causing or 
likely to cause death or physical harm. 

Section 101 (b) -establishes the duty of 
each miner to comply Wit h t he health and 
safety standards, all rules , regulations, and 
orders promulgated u n der this Act which 
are applicable to his own conduct. 

Section 102.---safety an d Healt h StP.n dards. 
Section 102(a)-establlsh es that the Sec­

retary may by rule promulgate, modify, or 
revoke any health and safety standard. 

Section 102(a} (!}-provides that tl:ie Sec­
retary may request t he recommendat ions 
of an advisory committee appoin ted under 
section 103 whenever he determines from 
information submitted t o him in writing or 
on the basis of his own information t hat a. 
rule should be promulgated. Where an ad­
visory committee is appointed, the Secretary 
must provide such committee with any pro­
posal of his own or of the Secretary o! 
Health, Education, and Welfare as well as 
any factual information that h a.s been de­
veloped. The advisory committee m 1st sub-

mit to the Secretary its recommendations 
within 90 days from the date of its appoint­
ment or a longer or shorter period of time 
prescribed by the Secretary, but no longer 
than 270 days. 

Section 102(a) (2)-requires the Secretary 
to publish a proposed rule in the Federal 
Register and afford interested pe1·sons a pe­
riod of 30 days after publication to submit 
Written comments. Where an advisory com­
mittee is appointed and the Secretary de­
cides to issue a rule, he must publish the 
proposed rule within 60 days after submis­
sion of the committee's recommendations or 
the expiration of the period prescribed by 
the Secretary for those recommendations. 

Section 102(a) (3}-permits any interested 
person to file with the Secretary written ob­
jections to the proposed rule and 1·equest a 
public hearing before the expiration of the 
comment period provided for in section 102 
(a) (2). Within 30 days after the last day 
for filing such objections, the Secretary 
shall publish In the Federal Register a notice 
specifying the standard objected to and the 
time and place for a hearing. 

Section 102(a) (4)-provides that within 
60 days after expiration of the comment 
period under section 102(a) (2) or within 
60 days after completion of a hearing under 
section 102(a) (3}, the Secretary shall Issue 
a rule or determine that a rule should not 
be issued. In order to insure that affected 
employers and their employees are informed 
of the existence of the standard and its re­
quirements, an issued rule may contain a 
provision delaying Its effective date for a 
period determined by the Secretary, but 
not longer than 90 days. 

Section 102(a) (5)-requires the Secre­
tary, in promulgating standards, to set the 
standard which assures that miners will not 
suffer impairment of health, functional ca­
pacity, or diminished life expectancy even 
if regularly exposed to the hazards through­
out their working lives. Development of 
standards is to be based on research, demon­
stratton, experiment, and other appropriate 
information. In addition to the attainment 
of the highest degree of safety and health 
protection for the miner, other considera­
tions shall be the latest available scientific 
data in the field, the feasib1lity of the stand­
ards and experience gained under this and 
other health and safety statutes. Wherever 
practicable, the standard should be expressed 
in terms of objective criteria and perform­
ance desired. 

Section 102(a) (6)-provides that any 
standard promulgated under section 102(a) 
must prescribe the use of labels or other 
warnings necessary to ensure that miners are 
apprised of all hazards to which they are ex­
posed, relevant symptoms and appropriate 
emergency treatment and proper conditions 
and precautions of safe use or exposure. A 
standard, when appropriate, shall prescribe 
protective equipment, control or technologi­
cal procedures to be used, and shall provide 
for monitoring or measuring miners exposure 
as may be necessary for the protection of the 
miners. Where appropriate, such standard 
shall prescribe the type and frequency of 
medical examination or tests which the 
miners shall provide, at his cost, in order to 
determine whether the miner exposed to such 
hazards is adversely affected by such ex­
posure. 

The medical examination may be furnished 
at the expense of the Secretary of Health, 
Education, and Welfare if he determines them 
to be in the nature of research. The results 
of such examination or tests shall be fur­
n ished on ly to the Secret ary, the Secretary 
of Healt h, Education, and Welfare, and at 
the m iners request, to his designated physi­
cian. The Secretary, in consultation with the 
Secretar y of Health, Education and Welfare, 
may by rule promulgated pursuant to section 
554 of title 5, United States Code, modify 
the foregoing requirements relating to labels, 

warning, monitoring and medical examina­
tion as subsequently acquired experience, in­
formation or medical and technical develop­
ments warrant. 

Section 102(a.) (7)-requires that no safety 
or health standard promulgated under Title 
I shall reduce the protection afforded miners 
below tha.t a.re provided by a.ny safety or 
health standard previously in effect. 

Section 102 (b) ( 1) -provides that where 
the Secretary determines that miners are 
potentially subjected to physical or mental 
impairment from exposure to substances or 
agents determined to be toxic or physically 
harmful or from new hazards and that an 
emergency standard is necessary to protect 
the miners, he may promulgate an emer• 
gency standard effective upon publication in 
the Federal R-egister without regard to the 
rule making procedures of the Administrative 
Procedure Act. 

Section 102(b) (2)-provides that an emer­
gency temporary standard shall be effective 
until superseded by a standard promulgated 
in accordance with the procedures prescribed 
in section 102(b) (3). 

Section 102(b) (3)-requires the Secretary 
to begin a proceeding for promulgating a. 
standard in accordance with section 102(a) 
upon publication of the emergency tempo­
rary standard. The emergency temporary 
standard shall serve as the proposed rule 
in such a proceeding and the Secretary shall 
promulgate the permanent standard no later 
than six months a.fter publication of the 
emergency temporary standard. 

Section 101 (c) --a.uthorizes the Secretary 
to grant a variance if he determines or the 
Secretary of Health, Education, and Welfare 
certifies that such a variance is necessary 
for the operator_ to participate in an experi­
ment approved by one of the Secretaries de­
signed to improve techniques of safeguarding 
the health or safety of the workers. 

Section 102(<1) (I)-provides that any 
operator may apply to the Secretary for a 
temporary order permitting limited non­
compliance with a standard or any of its 
provisions promulgated under section 102. 
Such a temporary order shall be granted only 
if the operator's application meets the re­
quirements of paragraph (2) and establishes 
that (A) he is truly unable to come into 
compliance with the standard by its effective 
date, (B) he is taking all available steps to 
safeguard his miners against the hazards 
covered by the standard, and (c) he has an 
effective program for coming into compliance 
with the standard as quickly as practicable. 
Any temporary order issued under the above 
subsection must prescribe the practices the 
operator must use while the order is in effect 
and describe his program for coming into 
compliance with the standard. A temporary 
order may be granted only after notice to 
miners and an opportunity for a publlc hear­
ing but the Secretary may issue one interim 
order to be effective until a decision is made 
on the b:...sis of the hearing. A temporary order 
may be in effect only long enough for an 
employer to achieve compliance with the 
standard or 6 months, whichever is shorter, 
except that such an order may be renewed 
not more than twice if (i) the requirements 
of this subsection are met and (11) an appli­
cation for renewal is filed at least 90 days 
prior to the expiration date of the order. No 
interim renewal of an order may remain in 
effect longer than 180 days. 

Section 102(d) (2)-requires that an ap­
plication !or a temporary order contain: 

(A} a specification of the standard or por­
t ion thereof from which the employer seeks 
a non-compliance. 

(B) a reprPsentation by the operator, sup­
ported by qualified persons, that he is unable 
to comply With the standard or portion 
thereof and the detailed reasons for such 
inability to comply. 

(C) a statement of steps he has taken and 
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will take to protect employees against the 
hazard covered by the standard. · 

(D) a statement of when he expects to 
be able to comply with the standards, and 
what steps he has taken and will take to 
comply with the standard, and 

(E) a certification that he has informed 
his employees of the application and their 
riP'ht to petition the Secretary for a hearing; 
a "'description of how miners have been in­
formed shall be contained in the certifica­
tion. 

Section 102(e)-allows operators to apply 
to tl1.e Secretary for a variance from a stand­
ard promulgated under Section 102. Af­
fected miners and their representative must 
be given notice of each such application and 
an opportunity to participate in a hearing. 
The Secretary shall issue a variance if he 
determines on the record, after opportunity 
for an inspection where appropriate and a 
public hearing, that the operator will pro­
vide conditio-ns as safe and healthful as those 
which would prevail if he complied with the 
standard. The order of variance shall pre­
scribe the conditions the operator must 
maintain and the practices he must use to 
the extent they differ from the standard. 
Such an order may be modified or revoked 
upon application by an operator, miners, 
miners' representative, or by the Secretary 
in the manner prescribed for its issuance. 

Section 102(f) provides that subsections 
(d) and (e) shall not apply with respect to 
any standard in effect on the effective date 
of the Federal Mine Safety and Health 
Amendments of 1973 other than the stand· 
ards in sections 202 (b) and (c) and 305 (a) 
of this Act. 

Section 102(g) provides that hearings held 
under this section shall be of record and sub­
ject to 5 U.S.C. 554. 

Section 102(h) al!ows persons adversely 
affected by a standard to challenge its valid­
ity, within 60 days of its promulgation, in 
the appropriate U.S. court of appeals. Unless 
ordered by the court, such challenge shall 
not operate as a stay of the standard. The 
Secretary's determination shall be conclusive 
1f supported by substantial evidence in the 
record, as a whole. 

Section 103-Advisory Committees. 
Section 103 (a) -allows the Secretary to 

appoint advisory committees to assist him in 
his standard setting functions under section 
102(a) and advise him on other health and 
safety matters. Each committee shall include 
one or more designees of the Secretary of 
Health, Education, and Welfare, The National 
Bureau of Standards, Department of Com­
merce, and the National Science Foundation, 
operator and miner representatives in equal 
numbers, one or more representatives of 
State mine inspection or safety agencies. It 
may include other members qualified by 
knowledge and experience but shall not ex­
ceed in number the members from Federal 
and State agencies. Committee meetings must 
be open to the public and the record thereof 
must be made available to the public. No 
committee member, except representatives 
of the operators and miners, shall have an 
economic interest in any proposed rule. 

Section 103(b)-provides for the compen­
sation for committee members from private 
life according to the provisions for section 
3109 of title 5, United States Code for con­
sultant6 or experts. The Secretary shall pay 
to the States the actual costs to them of 
their representatives' membership on the 
Committee. 

Section 104-Inspections, Investigations, 
and Recordkeeping. 

Section 104 (a) -authorizes the Secretary 
or the Secretary of HEW or the authorized 
representative of either, upon presenting ap­
propriate credentials to the owner, operator, 
or agent in charge, (1) to enter without 
delay and at reasonable times any mine sub­
ject to the Act and (2) to make reasonable 
inspections and investigations and to ques-

tion privately employers, owners, operators. 
agents, or employees. With respect to under­
ground mines. the Secretary is required to 
make inspections of the entire mine at least 
four times a year. No advance notice of in~ 
spection.s shall be given. 

Section 104 (b) -allows the Secretary to 
require the attendance and testimony of 
witnesses and the production of evidence 
under oath. Witnesses will be paid the same 
a'3 witnesses in U.S. courts. The appropriate 
district courts, upon application by the Sec­
retary shall have jurisdiction over vvitnesses 
failing to appear and may issue orders re­
quiring such appearance. Failure to obey 
such an order may be punished as contempt. 

Section 104(c) (1)-requires each opera­
tor to maintain and make available to the 
Secretaries such records that the Secre­
tary, in cooperation with the Secretary of 
Health, Education, and Welfare, prescribes as 
appropriate for the enforcement of the Act or 
for developing information regarding the 
causes and prevention of occupational acci­
dents and illnesses in the mines. Regulations 
issued pursuant to this paragraph may in­
clude provisions requiring operators to con­
duct periodic inspections. 

Section 104(c) (2)-provides that the Sec· 
retary, in cooperation with the Secretary of 
Health, Education, and Welfare, shall require 
operators to maintain records of and make 
periodic reports on work-related deaths, in­
juries, and illness except for minor injuries 
requiring only first aid treatment. 

Section 104(c) (3)-requires the Secretary, 
in cooperation with the Secretary of Health, 
Education, and Welfare, to issue regulations 
requiring operators to maintain records of 
minor exposures to potentially toxic or harm­
ful physical agents that must be monitored 
or measured under the Act's health and 
safety standards. The regulations are to give 
miners or their representatives an oppor­
tunity to observe the monitoring or measur­
ing and to give miners and former miners 
access to such records of individual ex­
posure. Operators are to notify miners of 
overexposure and shall inform overexposed 
miners of the corrective action being taken. 
Any miner transferred due to such expo­
sure shall receive compensation at not less 
than the rate he received immediately prior 
to his transfer 

Section 104(c) (4)-provides that all acci­
dents, except some unintentional roof falls, 
shall be investigated by the operator or his 
agent to determine the cause and means of 
preventing recurrence. Records of accidents 
and investigations shall be maintained and 
made available to the Secretary and the 
appropriate State agency. Such records shall 
be open for inspection by interested persons. 

Section 104(d)-requlres that information 
obtained under the Act must be obtained 
with a minimum burden upon operators, 
especially those operating small businesses. 
Unnecessary duplication of effort in ob­
taining information is to be reduced as much 
as possible. 

Section 104(e)-provides that subject to 
regulations issued by the Secretary a repre­
sentative of the operators and a representa­
tive of the miners shall be given an oppor­
tunity to accompany the inspecting official 
during the inspection of a mine under sec­
tion 104(a). Where there is no authorized 
miner representative the inspector shall 
consult with a reasonable number of miners. 
If he determines more than one representa­
tive from each party would aid the inspec­
tion, the inspector may permit each party 
an equal number of additional representa­
tives. A miner representative who is also em­
ployed by the operator shall not lose pay for 
his participation in the inspection. Compli­
ance with this subsection shall not be a ju­
risdictional prerequisite to the enforcement 
of any provision of this Act. 

Section 104(f) (1)-provides that 1! any 

miner or his representative believes that a 
standard violation exists that threatens 
physical harm or that an imminent danger 
exists, he may request an inspection by 
giving written notice with his signature to 
the Secretary or his authorized represent­
ative of such violation or danger. A copy 
of such notice shall be provided to the em­
ployer or his agent no later than at the time 
of inspection but, upon request, the name 
of the person giving such notice and the 
names of the min er ' referred to therein shall 
be deleted. 

If the Secretary determines there a1·e rea­
sonable grounds to believe that a violation 
or danger exists, he shall make a special in­
spection as soon as p1·acticable. If the Secre­
tary determines there are no reasonable 
grounds to believe that a violation or danger 
exists, he shall so notify in writing the min­
ers or their representative. 

Section 104(f) (2) -provides that prior to 
or during any inspection any miners or their 
representative may notify the federal inspec­
tor, in writing, of any violation of this Act or 
of any imminent danger they believe exists. 
The Secretary shall, by regulation, establish 
informal review procedures for any refusal 
by an inspector to issue a citation with re­
spect to such alleged violation or order with 
respect to such danger and shall fllrnish the 
miners or their representative requesting 
such review a written statement of the rea­
sons for his final disposition of the case. 

Section 104(g) (1)-authorizes the Secre­
tary and the Secretary of Health, Education 
and Welfare to publish information obtained 
'lmder this section. 

Section 104(g) (2)-provides that the Sec­
retary and the Secretary of Health, Educa­
tion, and Welfare shall each prescribe regula­
tions necessary to carry out thetr responsi­
bilities under this Act. 

Section 104(h)-requires the Secretary to 
provide a mfuimum of one spot inspection of 
all or part of a mine during every 5 working 
days at irregular intervals, if the mine con­
tains some especially hazardous conditions. 

Section 104(i)-provides that if there is a 
mine accident, the operator shall notify the 
Secretary and preserve any evidence that 
would aid an investigation of the cause. The 
Secretary may supervise rescue and recovery 
activity in such mine, if such activity is 
necessary, and take other appropriate action 
to preserve life. 

Section 104(j)-provides that if there is a 
mine accident, and the Secretary's repre­
sentative is present, he may issue appropri­
ate orders to insure the safety of persons in 
the mine, and the operator must obtain his 
approval, in consultation with appropriate 
State representatives, when feasible, of any 
recovery plan or of any plan to return affect­
ed areas to normal operation. 

Section 105-Citations and Orders. 
Section 105(a) (I)-provides that if, upon 

inspection or investigation, the Secretary or 
his representative believes an operator has 
violated any standard, rule, order or regula­
tion pursuant to this Act, he shall with rea­
sonable promptness issue a citation to the 
operator. The citation shall be written, de­
scribe with particularity the nature of the 
violation, and fix a reasonable time for the 
violation's abatement. 

Section 105(a) (2)-provides that, 1! a ci­
tation is issued under paragraph (1) for a 
violation the Secretary believes was com­
mitted willfully or with gross negligence and 
which subjected miners to an imminent dan­
ger, the citation shall include such charge 
with a specific description of the danger in­
volved. 

Section 105(b)-provides that, 1! upon any 
follow-up inspection, the Secretary's repre­
sentative finds {1) the cited violations have 
not been totally abated within the original 
or subsequently extended abatement period, 
and (2) the abatement period should not 
be further extended, he shall find the area 
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affected by the violation and promptly issue 
an order requiring the operator to withdraw 
from the affected area all persons (until the 
Secretary's representative determines the vio• 
lation has been abated), except the follow­
ing: 

( 1) Any person whose presence is neces­
sary to eliminate the danger, in the judg­

. ment of the operator or the Secretary's rep­
resentative; 

(2) Any public official whose official duties 
require his presence, or 

(3) Any legal or technical consultant or 
representative, qualified to make mine exam­
inations or accompanied by such a person, 
and whose presence 1s necessary for the 
proper investigation of the conditions de­
scribed in the order, in the judgment of the 
operator or the Secretary's representative. 

Section 105(c) (I)-provides that, if an 
inspector finds a standard violation that 
could significantly contribute to the cause 
and effect of a mine health or safety hazard 
and which is caused by an unwaiTanted 
failure of the operation, he shall issue an 
order withdrawing all persons, except those 
referred to in section 15(b), from the af­

. fected area until the Secretary's representa-
tive determines that the violation has been 
abated. 

Section 105(c) (2)-provides that, If a 
Withdrawal order has been issued pursuant 
to section 105(c) (1), a withdrawal order 

. shall be issued by the Secretary's representa­
tive who finds other unwarranted violations. 
The order shall be effeetive until an Inspec­
tion discloses no similar violations. Following 
such an inspection, the provisions of section 
105(c) (1) shall again be applicable to the 
affected mine. 

Bectlon 105(d)-requires that during the 
abatement period for a violation of the res­
priable dust concentration limit, the op­
erator must take samples described in section 
202 (a) during each production shift. The 
section also provides that, after a withdrawal 
order has been issued for failure to abate a 
violation of the respirable dust concentration 
limit, the Secretary, upon request of the op­
erator, shall provide technical assistance to 
aid In reducing such dust concentrations. 
Those persons sent by the Secretary may re­
quire the operator to take actions they deem 
appropriate to insure the health of persons 

-1n the mine. 
Section 105(e)-requires that each citation 

or order or copy thereof issued under this 
section must be posted in accordance with 
section 110 and as prescribed by the Secre­
tary's regulations. 

Section 105 (f) provides that no citation 
may be issued under this section after 6 
months following any violation. 

Section 105 (g) provides that any order is­
sued under sections 105 (b) or (c) is effective 
until revoked by. the Secretary or modified or 
vacated by the Commission or the courts 
pursuant to sections 106(c) or 107(a). 

Section 106. Procedures for Enforcement. 
Section 106(a)-requires the Secretary to 

notify within a reasonable time an operator 
issued a citation under section 105(a) (1) of 
any penalty to be assessed under section 
lll(a) and that the operator has 15 working 
days to notify the Secretary that he wishes to 
contest the citation or proposed penalty. If 
the citation contains a charge under sec­
tion 105(a) (2), the Secretary's notification 
shall include a proposed civil penalty closure 
order under section 11l(c) in addition to the 
proposed civil monetary penalty. 

If the operator fails to notify the Secre­
tary within the 16 working days that he in­
tends to contest the citation or proposed 
penalty or penalties and if no notice is filed 
by any miner or miner representative under 
subsection (c) Within such time, the citing 
penalty or penalties as proposed shall be 
deemed a final order of the Commission and 
not subject to review by any court or agency. 

Section 106(b)-provides that, if the sec­
retary believes an. employer has failed to 
cotTect a cited violation within the abate­
ment period (which period begins on the 
entry of the Commission's final order in the 
case of any review proceedings under this 
section initiated in good faith and not solely 
for delay), the Secretary shall notify the 
operator of such failure, of the proposed 
penalty under section 111 for that failure, 
and that the operator has 15 working days 
to contest the notification or proposed 
penalty. If the operator does not so notify 
the Secretary within the 15 working days, the 
notification and proposed assessment shall 
be deemed a final order of the Commission 
and not subject to review by any court or 
agency. 

Section 106(c) (1) prohibits discharging, 
discriminating against, or .interfering with 
the exercise of statutory rights by any mine 
employee or applicant for employment be­
cause he filed a complaint or instituted or 
caused to be instituted any proceeding under 
or related to this Act, or testified or is about 
to testify in any such pro~eeding, or exer­
cised for himself or others any statutory 
right afforded by this Act . 

Section 106(c) (2) authorizes any mine em­
ployee or applicant who believes that he has 
been discharged or otherwise discriminated 
against or interfered with · by any person 
in violation of this subsection to, Within 30 
days after such violation, file a complaint 
with the Secretary, who shall then make 
any appropriate investigation. If upon such 
investigation, the Secretary determines there 
has been such violation, he shall immedi­
ately file a complaint with the Commission. 
The Commission shall afford an opportunity 
for a hearing and, based on findings of fact, 
issue an order affirming, modifying, or vacat­
Ing the Secretary's proposed order or direct­
ing other appropriate relief. Such order is 
final 30 days after its issuance. The Com­
mission shall have the authority to order 
all appropriate relief, including rehiring or 
reinstatement of the miner to his former 
position with back pay and interest. 

Section 106(c) (3) requires the Secretary, 
within 90 days of the receipt of a complaint 
filed under this subsection, to notify the 
complainant of his determination whether 
a violation has occurred. If the Secretary de­
termines there is no violation the com­
plainant may file, within 30 days of such 
notice, before the Commission charging dis­
crimination under paragraph (1). The Com­
mission shall aiiord an opportunity for a 
hearing and thereafter shall issue an order 
dismissing or sustaining the complainant's 
charges and, if sustained, granting appro­
priate relief. Such an order becomes final 30 
days after its issuance. When such order 
sustains the miner's charges, all reasonable 
expenses (as determined by the Commission) 
incurred by the miner related to such pro­
ceedings shall be asse~ed against the vio­
lator. Proceedings under this section shall 
be expedited by the Secretary and the Com­
mission. A Commission order under this 
paragraph shall be subject to judicial re­
view under section 107. Violations of para­
graph (1) by any person shall be subject 
to the provisions of sections 109 and 111 (a) • 

Section 106(d)-provides that, if an opera­
tor notifies the Secretary that he intends to 
contest a citation or order under section 105 
a miner or miner representative alleges that 
the abatement period for a cited violation is 
unreasonable, the Secretary shall immedi­
ately so advise the Commission. The Com­
mission must then provide an opportunity 
for a hearing and thereafter issue an order 
affirming, modifying, or vacating the Secre­
tary's citation, order, or proposed penalty or 
directing other appropriate relief. Such an 
order becomes final 30 days after its issuance. 

The ru1es of procedure· prescribed by the 
Commission shall provide affected miners or 

. . 

their representatives an opportunity to par­
ticipate as parties to Commission h~arings 
under this subsection. The Commission shall 
take whatever action is necessary to expe­
dite proceedings for hearing appeals of or­
ders issued under section 105. 

Section 107. Judicial Review. 
Section 107(a)-permits any person ad­

versely affected or aggrieved by an order of 
the Commission issued under this Act to ob­
tain review of such order or decision in any 
appropriate U.S. Court of Appeals by filing a 
written petition within 60 days of the issu­
ance of the order. The subsection specifies 
those procedures to be followed after a peti­
tion for review is filed, including: 

( 1) The clerk of the court transmits a copy 
of the petition to the Commission and other 
parties. 

(2) The Commission files in court the pro­
ceeding record pursuant to 28 United States 
Code 2112 and the court shall then have ex­
clUSive jurisdiction. 

(3) The court is authorized to grant ap­
propriate temporary relief or restraining or· 
ders and may enter and enforce a decree af­
firming, modifying, or setting aside in whole 
or in part the Commission's order. 

(4) Unless ordered by the court, the com· 
mencement of proceedings shall not stay the 
Commission's order. 

( 5) Objections not urged before the Com­
mission will not be considered by the court 
unless the failure to urge such objection is 
excused because of extraordinary circum­
stances. The Commission's findings of fact 
shalL be conclusive when supported by sub­
stantial evidence on the record as a whole. 

(6) Any party may apply for leave to ad­
duce additional evidence and if such evi­
dence is material and there were reasonable 
grounds for not adducing such evidence be­
fore the Commission, the court may order 
the evidence taken before the Commission 
and made part of the record. The Commis­
sion may then modify its findings of fact or 
make new findings and shall file such find­
ings, which shall be conclusive if suppor-ted 
by substantial evidence on the record as a 
whole. The Commission may modify or set 
aside its original order due to such modified 
or new findings of fact. 

(7) The judgment and decree of the court 
shall be final except subject to review by the 
Supreme Court of the United States, pursu­
ant to 28 United States Code 1254. 

(8) Petitions filed under this subsection 
shall be heard expeditiously. 

Section 107 (b) -permits the Secretary t-o 
petition an appropriate United States Court 
of Appeals for review or enforcement of. the 
Commission's final order and, to the extent 
applicable, the provisions of secti9n 107(a) 
shall govern such proceedings. If no review 
petition pursuant to section 107(a) is filed 
within 60 days after service of the Commis­
sion's order, the Commission's findings of 
fact and order shall be conclusive in connec­
tion with any enforcement petition filed by 
the Secretary after such 60 day period. In 
any such case, or in the case of a final order 
by the Commission under section 106 (a) or 
(b) , the clerk of the court, unless otherwise 
ordered by the court, shall enter a decree 
enforcing the order and shall transmit copies 
to the Secretary and operator. In any con­
tempt proceeding to enforce a court of 
appeal's decree pursuant to section 107 (a) 
and (b) , the court of appeals may assess 
penalties provided in section 111 ·and other 
available remedies. 

Section 108. Procedures to Counteract Dan-
gerous Conditions. · 

section 108(a)-provides that, if upo~ any 
inspection or investigation, the Secretary's 
representative finds an Imminent danger 
eXists, he shall determine the affected area 
and issue a withdrawal order barring all per­
sons except those refetTed to in section )05 
(b} from such area. The Issuance of a~ order 
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· under this subsection shall not preclude the 
issuance of a citation under section 105 or 
the proposing of a penalty under section 111. 

section 108(b) (I)-provides that, if upon 
any inspection, the Secretary's representa­
tive finds (A) conditions exist which have 
not resulted in an imminent danger, (B) 
such conditions cannot be effectively abated 
with existing technology, and (C) reasonable 
assurance cannot be provided that continued 
mining will not result in an imminent dan­
ger. he shall determine the affected area and 
iSsue a notice to the operator or his agent 
of such conditions, and file a copy with the 
Seci·etray and miners' representative. Upon 
receipt of such copy, the Secretary shall make 
appropriate investigations, including an op­
portunity for the operator or miners' repre­
sentative to present information relating to. 
such notice. 

Section 108(b) (2)-provides that upon. 
conclusion of such investigation and an .op­
portunity for a pubilc hearing (when re­
quested by an interested party) , the Secre­
tary shall make findings of fact and, by deci­
sion, either cancel the notice or issue a with­
drawal order barring all persons from the af­
fected area except those referred to in sec­
tion 105(b) until the Secretary, after a pub­
lic hearing affording all interested persons an 
opportunity to present their views, deter­
mines that such conditions have been abated. 
Hearings under this paragraph shall be of 
record and subject to 5 United States Code 
554 but without regard to subsection (a) (3). 

Section 108(c) requires findings and orders 
issued under section 108(a) to contain a de­
tailed description of the conditions which 
constitute an imminent danger, and all or­
ders issued under this section to contain a 
de-scription of the !'\rea of the mine through­
out which persons must be withdrawn. 
S~ction 108(d)-requires that each finding 

made and order issued under this section be 
in writing, signed by the person making 
them, and given promptly to the affected 

·operator. ·Any order issued pursuant to sec­
tions 108 (a) or (b) may be annulled, can­
celed, or revised by the Secretary's repre­
sentative. Any order issued under sections 
108 (a) or (b) shall remain in effect until 
annulled by the Secretary or revised or can­
celed by the Commission or the courts pur­
suant to sections 107 (a) or 108(e). 

Section 108(e)-provides that any operator 
notified of an order under this section may 
apply to the Commission within ten days 
for its annulment or revision. The Commis­
sion shall afford an opportunity for a hear­
ing (in accordance with 5 United States Code 
554, but without regard to subsection (a) (3) 
of such section) and thereafter issue an 
order, based on findings of fact, vacating, 
affirming, modifying, or terminating the Sec-
retary's order. · 

Section 108(e) (2)-provides that the Com­
mission shall take appropriate action to ex­
pedite proceedings under this subsection.' 

Section 109. Injunctions. 
Section 109(a)-authorizes the Secretary 

to. institute civil action for relief, including 
a permanent or temporary injunction or any 
appropriate order, in any appropriate United 
States district court whenever an operator 
or his agent (a) violates or does not comply 
with any order or decision issued under this 
Act, (b) hinders the Secretary or the Secre­
tary of Health, Education, and Welfare or 
their representatives in carrying out the pro­
visions of the Act, (c) refuses to admit such 
representatives to the mine, (d) refuses to 
permit the inspection of the mine, or the in­
vestigation of an accident or occupational 
disease related to such mine, (e) refuses to 
furnish any ~formation or report requested 
by the Secretary or the Secretary of Health, 
Education, and Welfare in furtherance of the 
.Act's provisions, or (f) refuses to permit ao­
~ to t~.nd copying of such records as the 
Secretary or the Secret(\ry of Healt~.· r~¥~n-

- cation, and: Welfare determines necessary. in 
carrying out provisions of the Act. Each 
col.:trt shall have jurisdiction to provide ap­
propriate relief. Temporary restraining orders 
must be issued in accordance with rule 65 
of the Federal Rules of Civil Procedure, as 
amended, but seven days from the date of 
entry shall be the time limit when issued 
without notice. Except as otherwi~e provided. 
relief granted by the court to enforce an 
order under clause (a) of this section is ef­
fective until completion of all review pro­
ceedings for the order under this title. un­
less prior thereto, the district cour~ grant ing 
such relief sets it aside or modifies it. In any 
action instituted under this section to en­
force an order or decision by the Commis­
sion or the Secretary after a public hearing 
in accordance with 5 United States Code 554. 
the Com.mission's or Secretary's findings, if 
supported by substa:Q.tial evidence on the 
record as a whole, shall be conclusive. 

Section 110. Posting of Notices, Orders, and 
Decisions. 

Section llO(a)-requires that at each mine 
there be a mine office and a bulletin board 
at such office or at or near a conspicuous 
place near the mine entrance so tllat notices, 
orders, citations, or decisions required to be 
posted thereon are ea ily seen, and protected 
against damage by the weather a.nd unau­
thorized removal. A copy of any notice, order, 
citation, or decision required to be given to 
the operator must be delivered to the mine 
office and immediately posted on the bulletin 
board, for not less than 30 days. 

Section 110 (b) -requires the Secretary to 
mail a copy of any notice, order, citation or 
decision given to an operator to the affected 
miners' representative and to tl1.e State of­
ficial or agency that administers State laws 
relating to health or safety in the affected 
mine. Such notice, order, citation, or decision 
shall be available for public inspection. 

Section UO(c)-provides that in order to 
. insure prompt compliance, . the S~Gretary's 
reprei;!entat~ve ~ay deli'!er any notice, order, 

. citation, or decision to the operator's agent 
who shall immediately take appropriate 
measures to comply. 

Section llO(d)-requires the name and 
address of each mine and each person who 
controls or operates such mine to be filed 
with the Secretary. Each operator must des­
ignate an official responsible for health and 
safety at the mine and that official shall 
receive copies of any notice, order, citation, 
or decision affecting that mine. The designa­
tion of a health and safety official does not 
make him subject to any penalty under this 
Act. 

Section 111. Penalties. 
Section 111 (a)-provides that a civil 

penalty of up to $10,000 shall be assessed for 
each violation of any standard, rule, order, 
or regulation promulgated pursuant to this 
Act. 

Section 111{b) provides that an operator 
who fails to correct a violation cited under 
section 105(a) within the abatement period 
(which period shall not begin until the date 
of the Commisl?ion's final order in any review 
proceeding under section 106 initiated by the 
operator in good faith and not solely for 
delay or avoidance of penalties) may be as­
sessed a maximum civil penalty of $1,000 for 
each day the violation continues. 

Section 111(c) provides that, whenever a 
corporate operator violates any standard, rule, 
order, or regulation promulgated pursuant 
to this Act, any director, officer, or agent of 
such corporation who knowingly authorized, 
ordered, or carried out such violation shall be 
subject to the same civil penalties, fines, and 
imprisonment that may be imposed upon a 
person under subsections {a), (b). (e), (f), 
or (g). 

Section 11l(d) provides that any operator 
who willfully or with gross negligence violates 
any standard under this Act and thereby 
f?Ubj~ct~ mi~u~;rs, 1i9 imminent . danger, shall 

· be subjeet to· a civil · penalty close order by 
the COmmission which shall: 

(i) order the mine closed for minimum 
specified period not to exceed 30 working 
days; 

(ii) provide that the mine not be reopened 
except upon a subsequent order and finding 
by the Commission that no unabated safety 
or health violations exist at such mine (ex­
cept those for which the abl'tement period 
has not expired), and 

(iii) provide that during the period of 
closure the operator shall pay the miners at 
their regular hom·ly rates, except miners 
found by the Co:mnlission to have willfully 
or with gross negligence contributed to the ' 
violatiQn which gave lise to the closure order. · 

Section lll(e) provides that any operator 
who willfully violates any standard, rule., 
order. or regulation promulgated pursuant to 
this Act shall upon conviction be p1,1nished 
by a fine of not more than $25,000 or im­
prisonment for not more than 1 year, or botll. 
For any subsequent conviction, punishment 
shall be a fine of not more than $50,000 or 
imprisonment for not 1nore than 5 years, or 
both. 

Se<:tion 111 (f) requires that any person 
convicted of giving advance notice of any 
inspection shall be punished by a fine of not 
more than $1,000 or imprisonment for not 
more than 6 months, or both. 

Section 11l(g) provides that whoever 
knowingly makes false statements, repre­
sentations, or certifications in any docu­
ment filed or required to be maintained pur­
suant to this Act shall, upon conviction, be 
punished by a fine of not more than $1,000 
or imprisonment for not more than 6 months, 
or -both. · · 

Section 111 (h) provides that any operator 
who violates any of the posting requirements 
under the Act shall be assessed a civil pen­
alty of up to $1,000 for each violation. 

Section 111 (i) provides that any miner , 
who willfully violates smoking relateQ. safety 

. standards related to smoking or the carrjdng 
of smoking materials shall be subject· to a 
civil penalty of not more than $250 for each 
violation assessed by the Commission. 

Section 11l(j) provides that whoever 
knowingly distributes, sells, offers for sale, 
introduces, or delivers in commerce any 
equipment for use in a mine, which is repre­
sented as complying with the provisions of 
this Act, or with any specification or regula­
tion of the Secretary and which does not so 
comply, shall upon conviction be punished 
by a fine of not more than $25,000 or by im­
prisonment for not more than one year, or 
both. 

Section 111(k) authorizes the Commission 
to assess all civil penalties and to issue all 
civil penalty clos·ure orders provided in this 
Act, giving consideration in assessing civil 
monetary penalties to (a) the gravity of the 
violation, (b) the good faith of the person 
charged, (c) the history of previous viola­
tions. and (d) t.he appropriateness of the 
penalty with respect to the size of business 
of any operator being charged, provided that: 
in proposing civil penalties under this Act, 
the Secretary may rely upon a summary re­
view of the information available to him and 
shall not be required to make findings of 
fact concerning the above factors. 

Section 111 (1) provides that civil penalties 
owed under this Act shall be paid to the 
Secretary for deposit into tlle u.s. Treasury, 
shall accrue to the United States, and may 
be recovered in a civil action in the name 
of the United States brought in the appro­
priate United States district court. 

Section 112. Entitlement of Miners. 
Section 112 (a) -provides that if a mine 

or an area of a mine is closed by an order 
issued under section 105 or 108, all miners 
working during the shift when the order 
was issued who fl,re idled by such order shall 
be _entitled to full compensation by the oper-

. e.tor at their re~ular rat es of p y for tlie .. j.,, 
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period they are Idled, but not more than 
for the balance of the shift. It the order is 
not terminated before the next working shltt, 
all miners on that shift shall be entitled to 

·full compensation by the operator at their 
regular rates of pay for the period they are 
idled, but not for more than four hours. If 
the closure results from an order for failure 
of the operator to comply with a health or 
safety standard, all miners idled by the order 

. shall be fully compensated by the operator 
at their regular rates of pay for such time 
as they remain idled by the closing or for 
one week, whichever is lesser. When an oper­
ator falls to comply with an order issued 
under section 105 or 108, all miners employed 
at the affected mine who would, by such 
order, be barred from such mine or area 
thereof shall be entitled to full compensation 
at their regular rates of pay, in addition to 
pay received for work performed after the 
order was issued, for the period beginning 
when the order was issued and ending when 
the order is complied with, vacated, or ter­
minated. The Commission shall have au­
thority to order such compensation under 
this section when a miner or his representa­
tive files a complaint and after an oppor­
tunity for a hearing subject to 5 USC 554. 

Section 113. Administrative Provisions. 
Section llS(a) authorizes and directs the 

Secretary to administer this Act through the 
Administration. Acting through the Adminis­
tration, the Secretary shall have authority to 
appoint, subject to civil service laws, such 
officers and employees as he deems necessary 
for the administration of this Act, and to 
prescribe powers, duties, and responsib111ties 
of all officers and employees engaged in ad­
ministering this Act. 

Section 113(b) authorizes the Solicitor of 
Labor to appear for and represent the Sec­
retary in any civil litigation brought under 
this Act, except as provided In 28 U.S. Code 
518(a) relating to litigation before the 
Supreme Court. 

Section 114. Authorization of Appropria­
tions. 

Section 114-authorizes appropriations of 
any moneys in the Treasury not otherwise 
appropriated that may be necessary to carry 
out the provisions of this title. 

Section 202. Amendments with respect to 
Interim Mandatory Health Standards. 

Section 202 (a) ( 1) makes all mines covered 
by this Act subject to the interim mandatory 
health standards of section 201(a). 

Section 202(a) (2)-applies to all mines 
subject to this Act the provisions of section 
201(b). 

Section 202 (b) applies the dust standard 
and respiratory equipment requirements of 
section 202 to all mines subject to the Act. 

Section 202(c)-applles the medical ex­
amination requirements of section 203 to 
an mines covered by this Act. 

Section 202(d)-applles the dust stand­
ard of section 205 to all mines covered by 
the Act. 

Section 202 (e) -applies the noise standard 
of section 206 to all mines subject to this 
Act. 
TITLE m-RELATIONSHIP TO OCCUPATIONAL 

SAFETY AND HEALTH PROGRAM 

Section 301. Applicabillty of the Occupa­
tional Safety and Health Act of 1970. This 
section provides that nothing in this Act ap­
plies the ~rovislons of the Occupational 
Safety and Health Act of 1972 to the working 
conditions in the mines, unless specifically 
provided under this Act. 

Section 302. The Occupational Safety and 
Health Review Commission. 

Section 302(a)-increa.ses the Commission 
from 3 to 5 members appointed by the Presi­
dent with the Senate's consent, one of whom 
shall be designated by the President as 
Chairman. The two additional members shall 
be qualified by reason of training, education, 

or experience in ·mine safety and health. Not 
more than 3 commissioners, including the 
Chairman, shall be of the same political 
party. 

Section 302 (b) -provides that the terms of 
the 2 additional members shall be 6 years 
except-

( 1) the first 2 additional members taking 
office after this Act's enactment shall serve, 
as redesignated by the President at the time 
of appointment, one for 2 years and one for 
6 years; and 

(2) a vacancy prior to the expiration of the 
term for which such member was appointed 
shall be filled only !or the remainder of such 
unexpired term. 

Any such member of the Commission may 
be removed by the President for inefficiency, 
neglect of duty, or malfeasance in office. 

(3) the Chairman shall be responsible for 
the Commission's administrative operations. 
The Commission shall appoint such employ­
ees as it deems necessary, including a chief 
administrative law judge and other neces­
sary administrative law judges. Employee 
compensation shall be in accordance with 
chapter 51 and subchapter Ill of chapter 53 
of title 5, U.S.C., and assignment, removal, 
and compensation of administrative law 
judges shall be in accordance with sections 
3105, 3344, 5362, and 7521 of the same title 
and section 12(k) of this Act. 

section 302(c)-provides that 3 members 
of the Commission constitute a quorum and 
official action can be taken only en the af­
firmative vote of at least three members, 
except pursuant to rules the Commission may 
establish for proceedings arising under this 
Act, the Commission may fix a quorum at 2 
members. In any review by the Commission 
or upon any petition for review before it, 
an equally divided vote shall be an affirma­
tive of the order or decision being reviewed 
or for which review is asked. 

Section 302(d) (I)-provides that pursuant 
to rules the Commission may establish pro­
ceedings held under this Act may be held 
before a special mine safety panel estab­
lished in the Commission, composed of both 
members especially qualified in mine safety 
and health and one additional member. 

Section 302(d) (2)-authorizes the Com­
mission to expedite the proceedings held pur­
suant to this Act in ways consistent with the 
rights of the parties to an opportunity for 
a hearing. 

Section 302(e) (1) provides that the Com­
mission shall appoint an administrative law 
judge to hear matters under this Act and the 
Occupational Safety and Health Act of 1970 
assigned to him by the Commission or its 
chief administrative law judge. The decisions 
of the administrative law judge become the 
final Commission order 30 days after its is­
suance unless within such period the Com­
mission directs the decision to be reviewed 
by the Commission pursuant to paragraph 
(2) of this subsection. An administrative law 
judge shall not be assigned to prepare a 
recommended decision under this Act or un­
der the Occupational Safety and Health Act 
of 1970. 

Section 302(e) (2) directs the Commission 
to prescribe rules of procedures for its review 
of the administrative law judges' decisions in 
cases under this Act and the Occupational 
Safety and Health Act of 1970 which shall 
meet the following standards for review: 

(1) (a) Petitions for Discretionary Review­
Within 30 days of its issuance, any party may 
file a petition for discretionary review by the 
Commission of an administrative judge's 
decision. Such review is not a xnatter of right 
but the Commission's sound discretion. 

(1) (b) Such petitions shall be filed only 
upon one or more of the following grounds: 

(1) A finding or conclusion of material 
fact is not supported by substantial evidence. 

(2) A necessary legal conclusion is er· 
roneous. 

(3) The decision is contrary to law~ or to 
the Commission's promulgated rules and 
decisions. 

(4) A substantial question of law, policy, 
or discretion is involved. 

(5) A prejudicial error was committed in 
the proceedings. 

(i) (c) Indicates some technical require­
ments of such petitions. Also, except for good 
cause shown no assignment of error shall 
rely on questions of fact or law upon which 
the administrative law judge has not had 
opportunity to pass. The Comxnission's re­
view shall be granted by majority vote of 
those present and voting. If granted review 
shall be limited to questions raised by the 
petitioner. 

(11) Review by the Commission at its own 
Initiative-Within 30 days after the issuance 
of a decision of an administrative law judge, 
the Commission, by majority vote of those 
present and voting, may review such case 
but only on the grounds that the decision 
may be contrary to law or Commission policy 
or that a novel question of policy has been 
presented. Such grounds shall be specifically 
in the order to review. If a party's petition 
for discretionary review has been granted, 
the Commission shall not raise or consider 
additional issues in such review proceedings 
except in compllance with this paragraph. 

(iii) Scope of Review-For purpooes of 
Commission review under paragraphs (i) or 
(11) of this subsection, the record shall in­
clude (1) all matters constituting the record 
upon which the decision of the administra­
tive law judge was based, (2) rulings upon 
proposed findings and conclusions, (3) the 
decision of the administrative law judges, 
(4) any petition for discretionary review, 
responses thereto, and the Commission's 
order for review, and (5) briefs filed on re~ 
view. No other material shall be considered 
by the Commission upon review. The admin­
istrative law judge's findings and conclusions 
of fact shall be set aside only 1f unsupported 
by substantial evidence of record. The com­
mission may remand the case to the admin­
istrative law judge or affirm, set aside, or 
modify his decision or order. 

Section 302(f) provides that in hearings 
before the Commission, the Commission or its 
administrative law judge may compel the ap­
pearance and testimony of witnesses and the 
production of physical evidence. They may 
order depositions. In case of failure to obey 
such order of the Commission or an admini­
strative law judge, any appropriate U.S. dis­
trict court, upon application by the Commis­
sion or the administratvie law judge, may or­
der such person to appear, testify, or produce 
evidence and failure to obey such an order 
may be punished as contempt. 

Section 302 (g) provides that, except as 
specifically provided in this section, the pro­
visions of section 12 of the Occupational 
Safety and Health Act of 1970 with respect 
to the Commission shall continue in effect. 

Section 303. National Institute for Occu­
pational Safety and Health. This section au­
thorizes the National Institute !or Occupa­
tional Safety and Health established under 
section 22 of the Occupational Safety and 
Health Act of 1970 to conduct research re­
lated to the development of safety and 
health standards under this Act and to per­
form all functions with respect to mines that 
it performs with respect to employments 
subject to the Occupational Safety and 
Health Act of 1970. 

Section 304. Statistics. This section pro­
vides that the Secretary, in carrying out his 
functions under section 24 of the Occupa­
tional Safety and Health Act of 1970, shall 
include accurate statistics on the work in­
Juries and 1llnesses occurring in the mines. 

Section 305. Sand and Gravel Mines. This 
section provides that nothing 1n this Act 
prohibits the application of the Occupa­
tional Safety and Health Act of 1970 to sand 
and gravel mines. 
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section 306. Terms of Present Members of 

the Re'\l"iew Commission. This section pro­
vides that nothing in this title shall affect 
the terms of the members of the Commis­
sion serving on the date of enactment of 
t hh; Act. 

TITLE IV-MISCELLANEOUS PROVISIONS 

Section 401. Transfer Matters. 
~ection 40I(a)-transfers the functions of 

t h e Secretary of the Interior under the Fed­
eral Coal Mine Health and Safety Act of 
1969 and the Federal Metallic and Nonme­
tallic Mine Safety Act of I966 to the Secre­
tary of Labor, except those expressly trans­
f rred to the Commission by this Act. 

Section 40I(b) (I)-provides that the man­
datory and advisory standards relating to 
mines, issued by the Secretary of the Interior 
under the Federal Metal and Nonmetallic 
Mine Safety Act of I966 and standards under 
the Federal Coal Mine Health and Safety Act 
of I969 which are in effect on the date of 
enactment of this Act shall remain in effect 
as mandatory standards under Title I of this 
Act until the Secretary issues new or revised 
standards under that Title, or with respect 
to sand and gravel standards, until new or 
revised standards are issued by the Secre­
tary under Section 6 of the Occupational 
Safety and Health Act of I970. 

Section 40I(b) (2) provides that all inter­
pretations, regulations, and instructions of 
the Secretary of the Interior or the Director 
of the Bureau of Mines, in effect on the date 
of enactment of this Act and not inconsist­
ent with any provision of this Act or any 
amendment made by this Act, shall be pub­
lished in the Federal Register and shall con­
tinue in effect until modified or superseded 
in accordance with the provisions of this 
Act. 

Section · 40I(c) (I)-transfers to the 
Department of Labor all personnel, property, 
records obligations, unexpended balances of 
approprtations, and commitments which are 
used primarily with respect to any trans­
ferred function under section 40I (a) . The 
transfer of personnel pursuant to this para­
graph shall be without reduction 1n classi­
fication or compensation for one year after 
such transfer, except that the Secretary shall 
have full authority to assign personnel dur­
ing such one-year period in order to effi• 
ciently carry out functions transferred to 
him under this Act. 

Section 40I (c) (2) -provides that all orders, 
decisions, determinations, rules, regulations, 
permits, contracts, certificates, licenses, and 
privileges (A) which have been issued, made, 
granted, or allowed to become effective in the 
exercise of functions which are transferred 
under this section by any department or 
agency or any functions of which are trans­
ferred by this section and (B) which are in 
effect when this section takes effect, shall 
continue in effect according to their terms 
until modified, terminated, superseded, set 
aside, or repealed by the Secretary, the Com­
mission, any court of competent jurisdiction, 
or operation of law. 

Section 401(c) (3)-provldes that the pro­
visions of this section shall not affect any 
proceedings pending at the time this section 
takes effect before any department or agency, 
functions of which are transferred by this 
section; except that such proceedings as they 
relate to transferred functions shall be con­
tinued before the Secretary or the Commis­
sion. Orders shall be issued in such proceed­
ings, appeals shall be taken therefrom, and 
payments shall be made pursuant to such 
orders, as if this section had not been en­
acted, and orders issued in any such proceed­
ings shall continue in effect until modified, 
t erminated, superseded, or repealed by the 
Secretary, the Commission, a court of com­
petent jurisdiction, or operation of law. 

Section 40I(c) (4)-provides that the pro­
visions of tll1s· section shall not affect suits 
commenced prior to this section's effective 
date and in all such suits proceedings shall 

be had, appeals taken, and judgments ren­
dered as if this section had not been en­
acted{ except that if before this section's 
effective date, any department or agency (or 
officer thereof in his official capacity) is a 
party to a suit involving functions trans­
ferred to the Secretary, then such suit shall 
be continued by the Secretary. No cause of 
action, and no suit action, or other proceed­
ing, by or against any department or agency 
(or officer thereof in his official capacity~, 
functions of which are transferred by th1s 
section, shall abate by reason of this section's 
enactment. Causes of action, suits, actions, or 
other proceedings may be asserted by or 
against the United States or the Secretary. as 
appropriate and in any litigation pendmg 
when this section takes effect, the court may 
at any time, on its own motion or that of any 
party, enter an order which will give effect to 
the provisions of this paragraph. 

Section 40I(d)-provides that for purposes 
of this section, the term "function" includes 
power and duty, and the transfer of a func­
tion of an agency or the head of a depart­
ment shall also be a transfer of all func­
tions which are exercised by any office or 
officer of such agency or department. 

Section 402. Mine Safety and Health Ad­
ministration. 

Section 402(a)-establishes in the Labor 
Department, a Mine Safety and Health Ad­
ministration to be headed by an Adminis­
trator appointed by the President, with the 
Senate's advice and consent. The Secretary 
is authorized and directed to carry out his 
functions under this Act through the Ad­
ministration. 

Section 402 (b) amends 5 United States 
Code 53I5 by adding "(98) Administrator 
of the Mine Safety and Health Administra­
tion" to Level IV of the Executive Schedule. 

Section 403. Amendments with respect to 
Mine Safety and Health Administration. 

Section 403(a) (1) applies the research pro­
visions of section 50I(a) to all mines covered 
by this Act. 

Section 403(a) (2) amends section 501(b) 
such that research activities relating to mine 
health will be carried out by the Secretary 
of Health, Education, and Welfare through 
the National Institute for Occupational 
Safety and Health, and the Secretary's re­
search activities relating to safety are ex­
tended to all mines now covered by this Act. 

Section 403(a) (3) extends to all mines 
covered by this Act the Secretary of Health, 
Education, and Welfare's authorization un­
der section 50I (d) to conduct studies and 
research involving the protection of life and 
prevention of diseases relating to certain 
nonxniners who work with or around mine 
products. 

Section 403 (b) extends the training and 
education provisions of section 502 to all 
mines now covered by the Act. 

Section 403 (c) (I) amends section 503 (a) 
to authorize the Secretary, in coordination 
with the Secretary of Health, Education, and 
Welfare, to make grants to any State in 
which mining takes place. 

Section 403(c) (2) applies the criteria for 
approval of State grant applications to all 
mines now covered by this Act. 

Section 403 (d) (I) expands the exchange 
of State and Federal inspection reports pro­
vided for in section 503(i) to include inspec .. 
tion reports of all mines covered by this Act. 

Section 403(d) (2) extends to any mining 
State the 80 percent limit on State grants 
in any fiscal year p rovided for in section 
503(g). 

Section 403 (e) revises the qualifications 
for mine inspectors under section 505 to in­
clude practical experience in mining 1n lieu 
of "practical experien ce in the min ing of 
coal." 

Section 403(f) amends section 506(b) such 
that any State law or regulation providing 
for health and safety standards applicable 
to any mine now covered by this Act and 

that (I) are more stringent than Federal law, 
or (2) apply to any area not covered by Fed­
eral law, shall not be held to be in conflict 
with this Act. 

Section 403(g) (1) amends section 511(a) 
such that the Secretary's annual repOil't 
shall cover health and safety relating to all 
mines now covered by this Act. 

Section 403(g) (2) amends section 51l(b) 
such that the annual report of the Secretary 
of Health, Education, and Welfare shall cover 
health matters relating to all m ines covered 
by this Act. 

Section 403(h) amends section 7(b) (5) 
of the Small Business Act such that appro­
priate loans are available to small business 
concerns toot operate any mine subject to 
this Act. 

Section 404. Savings Provision. 
This section provides that not hing in this 

Act or the amendments made by thls Act 
shall be construed to reduce the number of 
inspectors enforcing the provisions of the 
Coal Mine Health and Safety Act of 1969 and 
the Federal Metal and Nonmetallic Mine 
Safety Act of I966 as in effect prior to the 
effective date of this Act or to reduce the 
number of inspectors enforcing the Occupa­
tional Safety and Health Act of I970. 

Section 405. Budget Provision. 
This section provides that in the prepara­

tion of the Budget message required under 
section 20I of the Budget and Accounting 
Act of I927, the President shall set forth as 
separat-e appropriation accounts those 
amounts required for appropriations for 
mine health and safety pursuant to this 
Act and for occupational safety and health 
pursuant to the Occupational Safety and 
Health Act of I970. 

Section 406. Repealer. . 
This·section repeals the Feder.al Met al and 

Nonmetallic Mine Safety Act of I966. 
Section 407. Effective Date. 
This section establishes the effective date 

of this Act and the amendments made by 
this Act as the first day of the second month 
after the date of enactment of this Act, ex­
cept that the Secretary is authorized to es­
tablish rules and regulations necessary for 
the efficient transfer of functions provided 
under this Act. 

Mr. McGEE. Mr. President, today I 
have again joined in sponsoring the pro­
posed Federal Mine Safety and Health 
Amendments A~t which was first intro­
duced in 1973. Mine safety, of course, is 
a constant concern of all of us. The 
health and safety of the men who labor 
in our mines, indeed, deserves a top 
priority. The passage of the 1969 Coal 
Mine Health and Safety Act was a 
needed step in the right direction, and 
conditions did improve with its imple­
mentation, but we can and must do 
better. 

While I am not particularly wedded to 
each and every provision in the bill which 
we introduce today, I wholeheartedly 
support its objectives. I am pleased that 
I have this opportunity to participate in 
the formulation and enactment of this 
legislation, which I am hopeful will serve 
well both labor and management in their 
efforts to substantially reduce injury and 
death in 9Jl types of mines in this coun­
try. 

Mr. President, I want to take this op­
portunity to draw attention to a par­
ticular concern which I have-a concern 
to which we must address ourselves as 
we consider this legislation here in the 
Senate. and particularly in the Subcom­
mittee on Labor, which will be taking 
testimony and gathering evidence upon 
which we formulate a final mine safety 
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and health program. Of particular in­
terest to me in this regard is a unique 
mining industry in my State. Near Green 

·. 3.iver, Wyo., we have vast deposits of 
trona, a mineral used for the production 
of soda ash. The trona mining which is 
carried on by several separate companies 
in this area is vitally important to this 
Nation. Wyoming trona currently pro­
vides over 50 percent of the Nation's 
soda ash production, and expansion 
plans now being contemplated would 
raise this production to almost 75 per­
cent of all of the soda ash produced in 
the United States. 

This is, indeed, an important industry 
to my State, and the entire Nation, as 
well. 

Mr. President, I wish to draw this mat­
ter to my colleagues' attention at this 
time because the trona mining opera­
tions in Wyoming are unique-they dif­
fer drastically, for instances, from coal 
mining. It naturally follows that health 
and safety regulation and standards 
governing trona mines must, therefore, 
be fundamentally different. For instance, 
trona is nonexplosive and nonflammable. 
In fact, trona is a fire retardant. Trona 
is nontoxic, while coal causes black lung. 
The trona beds are thick enough to avoid 
problems encountered in thin seam un­
derground coal mining. And, finally, ig­
nition hazards from methane gas are 
greatly reduced in trona mines due to 
the nonexplosive nature of the trona 
dust. 

Mr. President, we must, therefore, di­
rect our attention to these and other 
fundamental differences as this omnibus 
mine safety legislation is being formu­
lated. Failure to do so would most cer­
tainly result in cumbersome and unwork­
able regulations from the viewpoint of 
management, and even more impor­
tantly, a diminished safety and health 
record within this industry. Statistics 
reveal that disabling injury frequency 
rates for trona underground mines is 
substantially below-even miniscule­
in comparison with the frequency rates 
in other nonmetallic, metal, and coal 
mines. The trona companies in Wyoming, 
however do not regard their present 
safety record as a resting place and have 
set their goal to achieve an even greater 
safety and health record in the years 
ahead. 

Mr. President, I met with several rep­
resentatives of the trona industry from 
Wyoming regarding pending mine safety 
legislation. During this meeting we dis­
cussed the many reservations and objec­
tions which these representatives had to 
the proposed Federal Mine Safety and 
Health Act of 1973, the forerunner of the 
bill which is being introduced today. This 
meeting was very productive for me and 
provided a great deal of insight into some 
of the problems which we are going to 
encounter in formulating this legislation. 
I am, therefore, pleased that the dis­
tinguished chairman of the Senate Com­
mittee on Labor and Public Welfare has 
given me his assurance that representa­
tives of the Wyoming trona industry will 
be given full opportunity to present their 
views at the committee hearings on this 
legislation. Furthermore, the trona min­
ing representatives have extended an 

.. 

invitation to members of the Subcom­
mittee on Labor or their staff people to 
visit the trona mining operation 1n 
Wyoming. Indeed, I hope that this can 
be arranged so that there will be a 
healthy exchange of viewPoints and a 
firsthand observation by members of the 
committee of this unique mining opera­
tion in southwest \V'yoming. 

By Mr. L.'l'OUYE <for himself, Mr. 
PEARSON, Mr. ALLEN, Mr. B~YH, 
Mr. HUDDLESTON, Mr. METCALF, 
and Mr. STONE) : 

S. 1303. A bill to regulate the foreign 
commerce of the United States by pro­
viding means to assure full disclosure of 
significant foreign investment in the 
United States, and for other purposes. 
Referred, by unanimous consent, to the 
Committee on Commerce; and, if and 
when reported from that committee, to 
the Committee on Banking, Housing and 
Urban Affairs. 

Mr. INOUYE. Mr. President, I am in­
troducing today for appropriate refer­
ence the Foreign Investment Disclosure 
Act of 1975. Joining me as cosponsors are 
Senators JAMES PEARSON, ranking minor­
ity member of the Commerce Committee, 
JAMES ALLEN, BmcH BAYH, WALTER HUD­
DLESTON, LEE :ME'ICALF, and RICHARD 
STONE. 

This bill is being introduced at a time 
of rising concern about foreign invest­
ment in the United States. This concern 
has been compounded by events of the 
last year, during which time member na­
tions of the Organization of Petroleum 
Exporting Countries-OPEC-quadru­
pled prices and began to accumulate 
large monetary surpluses. These sur­
pluses were estimated to be approxi­
mately $60 billion in 1974 and may 
peak at $200 to $250 billion by the 
end of the decade. This range, while 
still large, is a great reduction in the 
earlier estimates and should, I believe, 
ease some of the anxiety which accom­
panied initial reports of vast pools of 
investible funds. 

Much of the discussion about foreign 
investment in the United States has been 
unsophisticated and emotional and has 
focused too closely on absolute figures, 
with inadequate attention given to ques­
tioning the potential impact of foreign 
investment in the United States and the 
implications of the policy we are cur­
rently following. Today I would like to 
discuss the background of foreign invest­
ment in the United States, the policy we 
are currently pursuing, and the reasons 
why this bill is needed, notwithstanding 
the position of the administration and 
some members of the financial 
community. 

The bill is based in part on S. 3955, 
which former Senator Metzenbaum in­
troduced in the last Congress. He has 
worked diligently on this subject, and 
his contribution is gratefully acknowl­
edged. 

BACKGROUND 

The Department of Commerce is the 
agency currently responsible for collect­
ing information on foreign investment 
in the United States, a function it dis­
charges through the Bureau of Economic 

Analysis, under a.uth.ority of the Bretton 
Woods Agreement Act. Additional in­
formation on foreign investment is pro­
vided by the Department of the Treasury, 
which keeps track of capital flows. Other 
agencies collect information, but this 
data is not systematically kept or 
analyzed. Nor is this data easily obtain­
able by Congress or the public. 

Long-term investment is divided for 
analytical purposes into direct and port­
folio investment. Direct investment is 
defined as investment which is made 
with the actual or potential objective of 
obtaining a voice in management, while 
portfolio investment is considered in­
vestment made simply for the sake of 
financial yields. In practice, however, the 
distinction between the two is arbitrary, 
and an investment officially categorized 
as "portfolio" may be direct and vice­
versa. 

Although the definition is somewhat 
arbitrary, it does focus on an important 
concept; namely, that we should be con­
sidered not with simple financing but 
rather with control of corporations. It 
matters less where capital originated 
than how the investor uses his invest­
ment. 

Assunaing for the sake of argument 
that this distinction accurately reflects 
the division of direct and portfolio in­
vestments in the United States, accord­
ing to Department of Commerce figures 
at the end of 1973 the book value of 
foreign direct investments in this coun­
try totaled $17.75 billion, while portfolio 
investment totaled approximately $37 
billion. Comparable figures for U.S. 
investment abroad were $107 billion and 
$25 billion. Thus although the total u.s. 
long-term investment abroad is substan­
tially larger than foreign investment in 
the United States, the difference is by no 
means as large as suggested simply by 
comparing the figures for direct invest­
ment. 

Second, it cannot be emphasized too 
strongly that the figures on foreign in­
vestment in the United States are 
acknowledged by the administration to be 
inadequate. Yet they are freely used by 
some individuals to buttress their case 
proving the small amount of foreign in­
vestment in the United States. Private 
estimates of foreign direct investment 
have ranged up to twice the amount esti­
mated by the Commerce Department. 
Moreover, the portfolio figure is based on 
a study conducted in 1949, and the 
Treasury Department concedes it is only 
an informed estimate. The Commerce 
figure is based on a 1959 benchmark 
study, which is similarly outdated. 

Finally the Commerce figures omit 
major investment activities such as real 
estate. As my colleagues from California, 
Florida, and the Midwest will attest, this 
omission is of critical importance because 
of the large amount of land purchases in 
these areas. We need well-funded, Gov­
ernment-supported analyses and over­
sight on a continuing basis. This infor­
mation simply does not exist, as anyone 
who works on this topic knows. I believe 
that this proposed legislation will help to 
end this crucial information gap. 

Under authority of the Foreign Invest­
ment Study Act of 1974, whlch I intro-



JYlarch 21, 1975 CONGRESSIONAL RECORD- SENATE 8181-
duced in the last Congress, the Treasury 
and Commerce Departments will conduct 
benchmark studies of foreign investment 
in the United States using 1974 as the 
benchmark year. Some of the deficiencies 
noted above will be corrected, but since 
the study will only be a one-shot project, 
our data collection facilities could again 
become outmoded and make another 
Study Act imperative in the future. 

As a result of the inadequacy of raw 
statistical data, we in fact know little 
about the way foreign firms operate in 
the United States and their motivations 
for investment here. While some of this 
analysis is required by the Foreign In­
vestment Study Act, much research about 
the effects of foreign investment in the 
United States and the operations of for­
eign-dominated firms here remains to be 
done. 

Some opponents of disclosure andre­
strictions have resorted to comparing 
the size of foreign direct invE;stments to 
annual domestic investment, book value 
of domestic plant and equipment, and 
other figures which are of marginal or 
totally irrelevant significance. They do 
themselves and Congress a disservice, for 
this specious exercise does not address 
itself to the serious questions which con­
front us as we analyze the activities of 
foreign investors in crucial sectors of the 
economy. 

Foreign investment in the United 
States is an old phenomenon and assisted 
in the building of many industrial enter­
prises such as the railroads. Some firms 
such as Shell, Nestle, and Phillips are so 
well known that few Americans are aware 
of their foreign origin. 

Historically foreign investment played 

an important role in the development of 
certain American industries, and it can 
continue to make a positive contribution 
to our economy. It has been contended 
by some that the United States will soon 
face a capital shortage, and foreign in­
vestment can help to meet this gap in our 
capital resources. 

Until 1973 foreign investment grew 
modestly, but as a result of the devalua 
tion of the dollar, the stock market de­
cline, and the growth of multinational 
activity abroad, foreign investment in 
that year spurted. The accompanying 
tables which I ask unanimous consent 
to have printed in the RECORD provide 
some descriptive statistics for the period 
1950-73. 

There being no objection, the tables 
were ordered to be printed in the RECORD, 
as follows: 

TABLE I.-FOREIGN DIRECT l"lVESTMENTS IN THE UNITED STL\TES, VALUE BY COUNTRY 
OF ORIGIN 

TABLE 2.-FOREIGN DIRECT INVESTMENTS IN THE UNITED STATES, VALUE BY INDUSTRY 

[In millions of dollars! 
[In millions of dollars! ------ -

Insurance 
United Nether- Switzer· and 

Manu· other Total Canada Kingdom lands land Germany Japan Other Total Petroleum facturing Trade finance Other 

1950______ ___ _ 3, 391 
1955__________ 5, 076 
1960__________ 6, 910 

1, 029 
1, 542 
1, 934 
2,388 
3,117 
3,339 
3, 422 
4,003 

1,168 
1, 749 
2, 248 
2,852 
4,127 
4, 438 
4, 621 
5,437 

334 
613 
947 

348 (1) (1) 512 
1950·---~----- 3, 391 522 (l) (1) 650 1955 ________ __ 5,076 773 103 88 817 1960 __________ 6, 910 

l~~g========== 1~ ~~~ 
l~~L:::::::: U: ~~~ 

1, 304 
2,151 
2,125 
2, 357 
2, 550 

940 209 118 986 1965__ ________ 8, 797 1, 545 280 219 1,421 1970 __________ 13,270 1, 537 771 -230 1, 575 1971 __________ 13,655 
1973__ ________ 17, 748 

1, 567 845 -129 1, 581 
1, 825 

1972 __________ 14,263 

1 Included in other. 

Mr. INOUYE. Mr. President, although 
figures for 1974 will not be available until 
August, the pace of foreign investment in 
1974 remained high. The Treasury De­
partment estimates that foreign direct 
investment in the first three-quarters of 
the year was approximately $2.9 billion, 
a figure which may have been distorted 
because of ownership changes in the oil 
industry. 

There is little evidence that foreign 
investment has had a negative impact on 
the United States. There have been some 
cases in which the effects may have not 
been positive, particularly in the real 
estate development area, where some 
speculation may have overridden market 
or environmental needs. By and large, 
however, foreign investment has played 
a positive role in our economy, and we 
should not adopt further limitations on 
inward capital flow without strong justi­
fication for the action. 

It is for these two reasons the need for 
capita.} and the lack of substantial evi­
dence on the negative effects of foreign 
investment-that I oppose current legis­
lation to restrict foreign capital. Such 
restrictions are premature and could 
have the effect of terminating the bene­
fits we now enjoy from reverse invest­
ment. 

The demand for immediate limitations 
ts understandable. Although the shift of 
surplus reserves to the OPEC nations, 
principally the Arab states, is unprece­
dented, the once enormous projections 
have been reduced to a size which the 
world monetary system can probably 
handle. The latest U.S. estimates for the 
surplus accumUlation are for a peak of 
$200 to $250 billion by the end of the 

768 307 2,858 1973__ ________ 17,748 

t Included in other. 

decade. At least one responsible estimate 
is even lower. 

Unfortunately some of the opposition 
to foreign investment in the United 
States appears to be motivated by anti­
Arab sentiment. While the potential for 
disruption of certain segments of the 
American economy through investment 
does exist, Arab investors thus far have 
limited their activities and have acted 
prudently-like other foreign investors. 
Last year, by Treasury estimates, .. less 
than $1 billion of OPEC money was in­
vested in corporate equities and real 
estate. The bulk of it went into Govern­
ment notes and securities. Moreover, 
Arab leaders have repeatedly assured the 
U.S. Government that they do not intend 
to purchase control of major U.S. indus­
trial corporations, which they have 
neither the expertise nor will to run. In 
short, I think we must dispel the fear of 
Arab investors, while at the same time 
remain aware that their funds can have 
a destabilizing effect if misused. 

Today we live in a world in which the 
United States plays a diminishing eco­
nomic role. While still the world's pre­
mier economic power, our ability to con­
trol-much less influence--events has 
seriously deteriorated. Although most of 
the world is in serious financial straits, 
many of our industrial competitors will 
recover much faster than we. 

Structural changes in the world econ­
omy have resulted in making the United 
States much more vulnerable to interna­
tional economic turmoil and open to the 
operations of foreign multinational cor­
porations. Foreign investment in the 
United States is not a freak J)henomenon 
but rather evidence that this country is 

405 
853 

1, 238 
1, 750 
2, 992 
3,113 
3, 234 
4, 425 

1,138 (1) 1, 065 784 
1, 759 ~) 1, 499 965 
2, 611 6 4 1, 810 617 
3,478 748 2,169 692 
6,140 994 2, 256 888 
6, 755 512 2, 352 923 
7, 228 511 2, 437 853 
8, 418 948 2, 716 1, 244 

firmly a part of the international system 
and no longer in firm control of its eco­
nomic destiny. 

Events in the economic sphere have a 
habit of overtaking our expectations. It 
is for this reason that we cannot wait for 
the results of the Foreign Investment 
Study Act to be finalized before acting. 
Further delay will only make the estab­
lishment of monitoring and disclosure 
procedures more difficult and allow those 
who oppose reporting to obfuscate issue 
and block action. 

PRESENT U.S. POLICY AND REC'ENT 
DEVELOPMENTS 

The present U.S. poiicy with respect to 
foreign direct investments is to extend 
to them "national treatment," that is, 
to treat them the same as domestic in­
vestments once they are made. We nei­
ther discourage nor encourage foreign 
investments although some individual 
State agencies may offer incentives to 
locate facilities in their States. CwTent 
U.S. restrictions on foreign investments 
are few in number, and they are general­
ly acknowledged by most nations as be­
ing in areas which are of legitimate con­
cern to sovereign countries. 

The administration, under the aegis 
of the Council on International Economic 
Policy and the Office of Management 
and Budget, recently completed a major 
review of U.S. Government data collec­
tion programs and requirements in com­
pliance with a provision in the 1974 For­
eign Investment Study Act. Information 
gathered pursuant to this project ts still 
being analyzed and will be published 
shortly by CIEP. Preliminary findings 
about the data gathering programs are 
most interesting. 
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First. The study has confirmed that 
while many agencies engage in data col­
lection, no single agency either coordi• 
nates, eompiles or discloses to the public 
a comprehensive, overall picture of for­
eign investment in the United States. 

Second. Most information collected is 
a byproduct of other activities carried 
o_ut p~rsuant to enabling legislation. Very 
little IS collected with the specific inten­
tion of learning more about the foreign 
investment. 

Third. Policies on the dissemination of 
data to the public and other Government 
a~encies diffe~ from agency to agency, 
with no consiStent practice on disclo­
sures. 

Fourth. Information gathered is some­
thing of limited value and even where 
more detailed is often kept confidential. 

Fifth. Identification of the "beneficial 
owner" is often requested by the collect­
ing agency, but it is usually provided by 
the reported only when such information 
is known and available to him and the 
definitions of beneficial owner ~re incon­
sistent. 

Sixth. Most information on foreign in­
vestment is collected only after an in­
vestment is already made. There are only 
a few requirements for prior notification. 

Seventh. Although various agencies do 
~onitor or restrict the control of par­
tiCular companies or industries, there is 
no uniformity in the definition of 
"control." 

Finally, there is little information col­
lected with respect to foreign investment 
in real estate in the United States. 

The administration also undertook a 
review of governmental policy toward 
foreign investment in the United States. 
The basic conclusion of this review was 
a reaffirmation of the traditional com­
mitment to free capital markets and op­
position to the enactment of any 
additional restrictions except where ab­
solutely necessary on national security 
grounds or to protect an essential na­
tional interest. 

Existing laws, regulations, and prac­
tices were considered adequate by the 
inter-agency task force. However, the 
administration implicitly recognized 
weaknesses in its data collection proce­
dures by proposing the following 
changes: 

First. It would establish a new high­
level interagency committee to serve as 
the focal point within the executive 
branch for insuring that foreign invest­
ments are consistent with the national 
interest and to report to the President's 
Economic Policy Board. 

Second. A new oftlce to serve that com­
mittee and all other parts of the Gov­
ernment will monitor foreign investment 
and produce analyses. 

Third. The new office is to centralize 
and improve the gathering of informa­
tion on foreign investment and its dis­
semination to appropriate parts of the 
Govemment. 

Fourth. New procedures will be nego­
tiated with principal !oreign governmen­
tal investors for advance consultation 
with the U.S. Govemment on prospective 
major direct investments in the United 
States. 

No details on these plans have been 
r~leased nor does the Congress have a 
timetable for the implementation of these 
changes. 

FOREIGN INVESTMENT DISCLOSURE ACT 

I concur with the general thrust of our 
current policy, but I believe that my 
agre.ement still leaves room for a variety 
of different positions vis-a-vis the proce­
dures we should establish. The bill which 
my ~olleagues and I are introducing to­
day m no way undermines this Nation's 
commitment to unimpeded capital flows 
However, it does uphold the public's right 
~ know B;bout the activities of foreign 
mvestors m the United States and to 
encourage public discussion about our 
policy on foreign investment. 

The Foreign Investment Disclosure Act 
of 1975 would create a Foreign Invest­
ment Administration within the Depart­
ment of Commerce headed by a Director 
appointed by the President with the ad­
VIce and consent of the Senate. The Sec­
retary of Commerce would be authorized 
to p:omulgate rules and regulations re­
qmrmg persons having information on 
foreign investments to keep records and 
reports on such investments. 

He would be further authorized to es­
tabl~sh l?rocedures for the submission by 
foreign .mvestors of investments in U.S. 
c?mparues whose equity security is pub­
li~ly traded if the foreign investors owns 
directly or indirectly, 5 percent or mor~ 
of such securities. This fioor might be 
lowered if he has reason to believe that 
~wo or more foreign investors have acted 
m concert or if the investment is in a 
strategic industry. 

Repo~ts of foreign investment in U.S. 
comparues whose stock is not publicly 
traded on a national securities exchange 
would be required if the investment is 
10 percent or more and the total assets 
of such company are $3 million or more. 
Moreover, reports must be filed if 
foreign investments are made in the form 
of _loans, lo.ng-term contracts or owner­
ship of asse~s or interests in property if 
the su~stant1al effect of such investment 
is to g1ve or could be to give the investor 
a predominant influence on management 
or operation or results in ownership or 
control of more than $1 million in 
property. 

. ReJ?orts would be required of any for­
el~n mvestment in real property with a 
fa:1r market value in excess of $50,000, 
With the Secretary having the authority 
to waive this requirement for owners of 
property wi.th a fair market value up 
~o $250,000 1f the real estate in question 
1s stricti~ for personal use and contains 
!lO exploitable resource. This provision 
~s des~gned only to monitor investments 
m agricultural land, land containing nat­
ural resources such as timber, and raw 
land capable of being developed for com­
mercial use. 

Finally reports would be required of 
foreign investments in U.S. Govemment 
or agency securities, notes, ce1·tificates of 
deposit, or other marketable instruments 
exceeding $1 million per issue. This pro­
vision has been included because of our 
concern about the potential impact of 
short-term capital fiows into the United 

States. Such short-term investment' 
could affect interest rates and the money 
supply and have other unpredictable ef­
~ects. To the extent that this category of 
mvestm~nts does not relate directly to 
U.S. busmess enterpri es, it differs from 
the other types of investments. How­
ever, the sheer volume of short-term se­
curities purcha::;es should be of interest 
~nd concern to the Congress, and I be­
lieve that this ar a also needs monitoring. 

Reports on acquisitions made after 
enactment of this act will be due 10 davs 
af~er. the acquisition, while reports on 
ex1stmg investments must be made 90 
days following enactment. The Secretary 
of Commerce will be required to publish 
a quart~rly report containing, among 
other thmgs, the names of companies in 
which the investments were made the 
transactions which were required to be 
reported, extent of foreign investment, 
analyses of trends and developments, 
and related information. An annual sum­
mary of investment activity is also re­
quired. 

The Secretary is also authorized after 
hearings and consultations to issu~ non .. 
bi?ding guidelines and poli~y statements 
With. respect to foreign investments. It is 
the mtention of this provision to lodge 
within the Secretary the authority to 
clarify U.~. policy and to resolve ambig­
uous questiOns on the appropriateness of 
certain types of investment. 

The administration is also authorized 
to collect infonnation from other Gov­
ernment agencies and to disseminate 
da:ta to them. However, to protect cer­
tam types of business information ac­
cess to information not required to be 
published will be liiJlited, and the con­
fidentiality of reporters who furnish 
additional information will be protected. 

Willful violations of the act will be 
punishable by a fine not exceeding $10-
000 for each infraction and, in the ca~e 
of natural persons, a jail sentence not 
exceeding 1 year. The Secretary will 
~ave _authority to seek a mandatory in­
Junction to compel compliance with the 
act. Failure to comply could also result 
in the suspension of a foreign investor's 
voting rights in a stock or, in the case of 
a loan agreement or long-term contract 
a. ~rohibition _on the exercise of any pro~ 
VISion regardmg management or opera­
tional rights in the company. 

As I noted above, I believe that this 
legislation is vitally needed and emi­
!lently r~asonable, balancing the public's 
mterest m learning more about the ac­
t~vities of foreign multinational corpora­
tiOns and foreign individuals in this 
country with the need to attract foreign 
capital to this country. Our commitment 
to this latter objective is embodied in the 
declaration of policy in which we stress 
that nothing in this act is intended to 
restrain or deter foreign investment in 
the United States or to discriminate 
against. any particular foreign investors. 

In spite of the reasonableness of this 
legislation, I anticipate that there will be 
objections to the bill from the adminis­
tration and certain members of the fi­
nancial community. Therefore I would 
like to discuss briefly why I b~lieve this 
bill is necessary even though changes in 
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the monitoring program are being con 
templated by the Administration. 

First. This bill clarifies beyond a doubt 
the right of the pUblic and CQngress to 
have access to detailed information on 
foreign investment and investors. I 
noted with interest that the represent­
ative of the Treasury Department who 
testified on S. 425 made no reference in 
his statement to the role of Congress in 
setting policy in this area. Apparently 
none of the changes envisioned by the 
administration provide for Congress or 
the public to have ready access to infor­
mation gathered pursuant to these moni­
toring cha.."lges. If the public's uneasi­
ness about foreign investment is to be 
stilled, it must have accurate, detailed 
and current information-none of which 
exists today. Data gathered and main­
tained at the Executive level, hemmed in 
by claims of privilege and confidential­
ity, will not satisfy this requirement. 

Second. The bill institutionalizes the 
monitoring and disclosure process and 
provides the statutory underpinning for 
the establishment of an office. As an 
executive creation, the office planned by 
the administration can be dismantled at 
any time without congressional approval 
or disapproval regardless of Congress 
views on the need for further action. 
Furthermore, the act would help to 
clarify responsibilities, avoid bureaucra­
tic contentions, and expedite establish­
ment of the monitoring mechanism. 

Third. It is highly questionable under 
what statutory authority the proposed 
executive level office would operate. The 
Bretton Woods Agreement Act desig­
nated the Department of Commerce to 
collect balance of payments information. 
Data on foreign investment in this coun­
try has been a byproduct of this process 
and is not specifically authorized to be 
gathered. Collection of statistics strictly 
concerned with foreign investment in the 
United States should be clearly, unam­
biguously authorized to prevent legal 
disputes and to remove obstacles by 
those who wish to conceal this informa­
tion from Congress and the public. 

Fourth. The act will provide opportu­
nities for congressional oversight and 
make the Director answerable to Con­
gress for the administration's activities. 

Those who oppose reporting and moni­
toring often express their fear that such 
actions might trigger retaliatory action 
by other nations. This contention is en­
tirely groundless since most nations have 
already enacted strict limitations on 
foreign investment. Canada, which is en­
tering phase two of its regulatory pro­
gram, is a prime example. Even the Fed­
eral Republic of Germany, which has 
traditionally maintained the same at­
titude as we, is in the process of changing 
its policies as a result of the Kuwaiti in­
vestment in Daimler. 

Mr. President, I believe strongly in this 
bill and urge its enactment. At a time 
when the Amelican public is deeply 
suspicious of governmental processes be­
cause of their secrecy, often with justi­
fication, thi<> is the minimum program. 
Unless we act--and act expeditiously­
we would rightly deserve some of the 
blame for failing to resolve an important 
issue in our national economic life. 

Mr. President, I ask unanimous con­
sent that this measure be refened to the 
Committee· on Commerce; and if and 
when reported from that committee, that 
it be referred to the Committee on Bank­
ing, Housing a.."fld Urban Affairs. 

The PRESIDING OFFICER. \Vithout 
objection, it is so ordered. 

Mr. INOUYE. Mr. President, I also ask 
unanimous consent that the text of the 
bill be printed at this point in the 
RECORD. 

There being no objection. the bill was 
order to be printed in the RECORD, 

as follows: 
s. 1303 

Be it enacted by the Senate ar d House of 
Representatives of the United States of 
America in Congress a sembled, That this 
Act may be cited as the "Foreign Investmen t 
Disclosure Act of 1975". 

DECLARATION OP POLICY 

SEc. 2. (a) The Congress finds and declares 
that-

(1) Foreign investment 1n the Unit ed 
States has increased In recent years. 

(2) Such Investment could significantly 
affect the economy of the United States. 

(3) Large monetary reserves and capital 
accumulations exist in many oil exporting 
nations and other foreign countries and 
these reserves and accumulati01:s may be 
invested in this Nation. 

( 4) The potential consequences of foreign 
investment, particularly on a massive scale, 
cannot be calculated because the Federal 
Government lacks sufficient information on 
foreign investment and its actual or possible 
effect on the national security, commerce, 
employment, inflation, and the general wel­
fare. 

( 5) Federal agencies responsible !or the 
collection of data on foreign investment do 
not maintain adequate programs !or the 
gathering and analysis of sufficient detailed 
data and information on such !oreian in­
vestment and planned investment and lack 
sufficient authority to collect information 
sufficient to enable the Congress to formu­
late and enact a reasoned and comprehensive 
policy with respect to such investment. 

(b) It is therefore the purpose of the 
congress in this Act to-

(1) require foreign Investors and their 
agent s to make public disclosure o! their 
identities and the identities of their prin­
cipals; 

(2) discover and disclose the nature and 
scope o! all significant foreign lnvestment in 
the United States; and 

(3) direct the Secretary of Commerce to 
analyze such investments and planned in­
vestments and make recommendations with 
respect to foreign investment policy. 

(c) Nothing in this Act is intended to 
restrain or deter foreign investment In the 
United States or to discriminate against any 
particular foreign investors. 

DEFINITIONS 

SEc. 3. As used In this Act, the term­
(1) "Administration" means the Foreign 

Investment Administration, established by 
this Act; 

(2) "foreign Investment" means the own­
ership or control, by ownership of stock or 
other securities, by contractual commitments 
or otherwise, by any foreign investor, of all 
or part of a United States company or prop­
erty which is located wholly or substantially 
in the United States; 

(3) "foreign investor" means-
( A) a foreign government, agency, or in­

strumentality thereof; 
(B) an international agency or organiza­

tion, as define4 by the Secretary; 
(C) a natural person who 1s not a cttlzen 

of the United States; 

(D) a company o ther than a United States 
company; 

(E) any person who, directly or indirectly, 
is owned or controlled by or acting as agent 
or t1·ustee, for one or more such government 
agencies, organizations, or persons; or 

(F) two or more persons acting in concert 
for the purpose of acquiring, holding, voting, 
or disposing of securities or for the purpose 
of acquiring, holding, or disposing of prop­
erty, at least on e of whom is a person de­
scribed in any of the preceding subpara­
graphs of this paragraph; 

(4) "person" includes any government or 
agency or instrumentality thereof; 

( 5) "property" means any real or personal 
property and any other thing of value, in­
cluding the right to acquire or control any 
real or personal property; 

(6) "Secretary" means the Secretary o! 
Commerce, or his deleg:).te; 

(7) "United States company" means any 
corporation, syndicate, partnership or other 
business unit organized in one of the United 
States, the Canal Zone, the District of Co­
lumbia, Guam, Puerto Rico, the Virgin 
Islands, or any other possession of the United 
States. 

FOREIGN L."iVESTMENT ADMINISTRATION 

SEc. 4. (a) There is established in the 
Department or Commerce an agency to be 
known as the Foreign Investment Adminis­
tl·ation. The Secretary shall carry out the 
provisions of this Act through the Foreign 
Investment Administration and shall super­
vise the Director or such Administration. 

(b) The agency shall be administered and 
supervised by a Director, who shall be au­
pointed by the President, by and with the 
advice and consent of the Senate. The Di­
rector shall receive compensation at the rate 
now and hereafter prescribed for offices and 
positions at level V of the Executive Schedule 
(5 u.s.c. 5316). 

(c) The Director shall appoint a Deputy 
Director who shall serve as Acting Director 
during any period of absence or incapacity 
of the Director and who shall carry out any 
duties delegated or assigned to him by the 
Director. The Deputy Director shall receive 
compensation at a rate now and herea.fter 
prescribed for offices and positions at level 
o! G8-18 on the General Schedule (5 U.S.C. 
5332). 

(d) The Director may procure the tem­
porary or intermittent services of experts and 
consultants In accordance with the provi­
sions of section 3109 of title 5, United States 
Code. Persons so employed shall receive 
compensation at a rate to be fixed by the 
Agency, but not in excess of tlle maximum 
amount payable under such section. While 
away from his home or regular place of 
business and engaged in the performance o! 
services for the Administration, any such 
person may be allowed travel expenses, in­
cluding per diem in lieu of subsistence, a 
authorized by section 5703 (b) of title 5, 
United States Code, for persons in the Gov­
ernment services employed intermittently. 

(e) The Secretary is authorized, after in­
vestigation, to transfer the whole or part o.C 
the functions of any office subject to his jur­
isdiction to the Administration, upon the 
preparation of a reorganization plan !or the 
making of the reorganization as to which he 
has made findings and which he Includes in 
the plan, and upon the submission of such 
plan to Congress together with a declara­
tion that such reorganization. is necessary 
or appropriate to further the purpose o:C 
this Act: Provided, that such reorganiza­
tion plan shall not become effective it either 
House of Congress within sixty days after 
the date of transmittal passes a resolution 
stating in subst::mce that such House does 
not favor the reorganization plan. 

AD~~ISTRATI\~ POWERS 

SEc. 5. The Administration is authorized­
(1) to issue such rules and regulations, 
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in accordance with section 553 of title 5, 
United States COde, as it deems necessary and 
appropriate to carry out the provisions of 
this Act; 

(2) to the extent necessary or appropriate 
to t11e policy of this Act, to acquire and 
1.1.1aintain property (real, persona.!, or mixed, 
t.:.t.ngible, or intangible, or any interest here-

·ln) by purchase, lease, condemnation, or in 
any other lawful manner, to sell, lease, or 
otherwise dispose of such property in any 
manner; and to construct, operate, lease, 
t.nd maintain buildings, facilities or other 
improvements on such property; 

(3) to accept gifts or donations or services, 
money or property in any form; 

(4) to enter into contracts or other ar­
rangements or modifications thereof, with 
any person, any department or agency of the 
United States, and any State government or 
political subdivision thereof; 

· (5) to make advance, progress, or other 
payments which the Director deems neces­
sary or appropriate to further the policy of 
this Act; 

( 6) to hold such hearings and to conduct 
investigations at such times and places as 
the Director determines to be appropriate; 

(7) to propose, in the discretion of the 
Director, additional programs in furtherance 
of the policy of this Act to the Committee on 
Commerce of the Senate and the Committee 
on interstate and Foreign Commerce of the 
House of Representatives without prior sub­
mission, review, or clearance of any other 
agency or officer of the United States; and 

(8) to take such other action as may be 
necessary to carry out the provisions of this 
Act. 

FOREIGN INVEST.MENT DISCLOSURE 

SEc. 6. (a) The Secretary may require any 
person subject to the jurisdiction of the 
United States to maintain a full and accurate 
record of any information (including journals 
·or other books of original entry, minute 
books, stock transfer records, list of share­
holders or financial statements) germane to 
the purpose of this Act, and. to furnish un­
der. oath, in the form of a report or other­
wise, such information as the Secretary may 
determine may be necessary to enable him 
to carry out his responsibllities under this 
Act. The information which may be required 
shall not be limited to holdings or transac­
tion but shall include any Information neces­
s~ry to the Secretary's functions under this 
Act in the possession of such person, from 
whatever source derived, concerning foreign 
direct investment and foreign portfolio in­
vestment by any person whatsoever. 

(b) (1) The Secretary shall, by regulation, 
order, or otherWise, establish procedures 
which require the maintenance ·of records 
and the submission of reports by foreign in­
vestors, and by such other persons as he 
determines to be appropriate with respect 
to-

'(A) any foreign investment in a United 
States company whose equity security is pub­
licly traded on a national securities exchange 
or otherwise in the United States if, after 
such investment, the foreign investor owns 
or controls, directly or indirectly as the bene­
ficial owner, 5 per centum or more of the 
equity securities of such company, except 
that the Secretary may by regulation estab· 
lish a. lower percentage of ownership require­
ment consistent with the purposes of this 
Act-

(i) if he has reason to believe that two or 
more foreign investors have acted in concert, 
or may act in concert in the future, to ac­
quire an aggregate of 5 per centum or more 
of such companies; or 

(11) in other circumstances where the im­
portance of an industry, or the highly dis­
persed ownership of a given industry or com­
pany makes it advisable to establish a lower 
percentage requirement in order to fulfill the 
objectives of this Act. . 

-

(B) any foreign investment in the United 
States company whose stock is not publicly 
traded on a national securities exchange or 
otherwise in the· United States, lf-

(i) after such investment 10 per centum 
or more of the equity securities of such com­
pany is owned or controlled, directly or in· 
directly as the beneficial owner, by the 
foreign investor; and 

(11) at the time of such investment the 
total assets of such company have a. value of 
$3,000,000 or more. 

(C) any foreign investment in the United 
States, including but not limited to loans, 
long-term cont1·a.cts, and the ownership of 
property or interests in property which the 
Secretary determines, on the basis of objec­
tive economic and other criteria., shall be 
subject to the recordkeeping and reporting 
requirements under this subsection, if the 
substantial effect of such investment is-

(i) to give or could be to give the foreign 
investor a predominant influence on the 
management or operation of a United States 
company described in paragraph (A) or (B) 
of this subsection; or 

(11) to result in the ownership or control 
by a. foreign investor of more than $1,000,000 
in property in the United States except that 
the Secretary may establish a. lower figure 1f 
he determines tha. t a lower figure is necessary 
to identify significant foreign investments in 
the United States. 

(D) any foreign investment in the United 
States in real ·property with a. fair market 
value in excess of $50,000, except that the 
secretary may waive this requirement if, 
after review, he determines that such prop­
erty is intended solely for personal use and 
contains no exploitable natural resources and 
if such investment does not exceed $250,000. 

(E) any foreign investment in United 
States government or agency securities, notes, 
certificates of deposit or other marketable 
instruments exceeding $1,000,000 per issue. 

(2) The records and reports required under 
this section shall include but not be limited 
to-

( A) the name or names of the foreign in­
vestors involved; 

(B) the nationality or citizenship and 
residence of the foreign investor or investors; 

(C) the country or countries with which 
any agency or other organization which is a 
foreign investor is affiliated or organized; 

(D) the extent of the ownership or control 
which is exercisable by such foreign investor, 
including-

(i) the details of any loan agreement, long­
term contract, or sale of assets; and 

(U) the number of shares beneficially 
owned, including the number of shares to 
which there 1s a. right to acquire, directly or 
indirectly, by such foreign investor and by 
each member of the group of such investors; 

(3) Any report required under this section 
With respect to an acquisition made after 
enactment of this Act shall be submitted not 
later than ten days following the date of the 
acquisition. Reports required under this sec­
tion With respect to existing foreign invest­
ments in the United States shall be sub­
mitted to the Administration not later than 
90 days following enactment of this Act. 

(c) The Secretary is further authorized to 
issue such rules and regulations as he deems 
appropriate in accordance with the purpose 
of this Act to require any United States com­
pany which knows. or has reason to know of 
a. foreign investor in that CQmpany qualifying 
under subsection (b) of this section to report 
such investment to the Administration. 

(d) The Secretary shall publish a. quarterly 
report on the nature and scope of foreign 
investment in the· United States during the 
quarter cove1·ed by the report. Such report 
shall include, but not be limited to, a. listing 
of transactions whose disclosure is required 
by this Act, the names of United ;:>ta.tes com­
panies in which foreign investments covered 
by this Act have b~ell. made and the extent 

of such investments, the Secretary's assess­
ment of any significant trends, on an indus­
try by industry basis and in the aggregate, 
of foreign investment 1n the United States 
during such quarter, and such other mfor­
matlon he deeins appropriate, but it shall 
not include any information whose disclosure 
would cause competitive injury to the for­
eign investor or the United States company. 
The first report shall be due 90 days after 
enactment of this Act and shall be issued 
quarterly thereafter. 

(e) The Secretary shall issue an annual 
report to the Congress no later than 90 days 
after the end of each year on foreign invest­
ment in the United States. Such report shall 
include, but not be limited to, the nature 
and scope of foreign investment in the 
United States during the previous year; the 
industries and economic sectors in which sig­
nificant foreign investment occurred; a. list 
of major United States companies in which 
significant foreign investment occurred; an 
identification of the geographical regionS~ to 
the extent practicable, where significant 
foreig~ investment was made; an analysis of 
the economic impact of foreign investment 
in the United States during the previous 
year, incl.uding the effects of such investment 
on the United States balance of pa.yme.nts, 
balance of trade, employment, and economic 
competitiveness; a summary of significant 
actions taken by the United States Govern­
ment to improve and consolidate prograins, 
rules, and regulations relating to foreign in­
vestment in the United States; a. list of 
policy changes or recommendations issued 
by the Secretary; and such other factors as 
the Secretary deems relevant and appropri te. 

GUIDELINES 

SEc. 7. The Secretary is authorized, after 
such hearings and consultations with other 
agencies and individuals as he deems neces­
sary and appropriate, to issue periodically 
statements pertaining to United Stat-es 
polices on foreign investments in the United 
States companies and property. Such state­
ments shall contain recommendations and 
guidelines on foreign investments in United 
States companies or industries which are 
determined to be important for reasons of 
national security, foreign policy, or economic 
security. Such statements shall be printed 
in the Federal Register and be made available 
for distribution through the Administration. 

USE OF INFORMATION 

SEc. 8. (a.) . . The Administration may secure 
from any agency of the United States any 
information relating to foreign investment in 
the United States necessary to enable it to 
carry out its duties under this Act. ·upon 
request of the Director, each such depart· 
mentor agency is authorized to furnish such 
information to the Administration ·on a re­
imbursable basis or otherwise. The Ad.rilinis­
tra.tion may also supply information obtained 
under this section to other Federal agencies 
and to foreign governments as deemed a.p­
propri~te by the Director except as other­
wise p:Povided in this Act. 

(b) The provisions of section 1905 of title 
18, United States Code, shall apply to the 
Administration, its officers and ·employees, 
With respect to information obtained :Un~er 
this section or in any other manner. The 
Administration shall · not release, without 
written permission of the person to w~o.m it 
relates, any information described in section 
552(b) of title 5, United States Code. In 
addition to the Secretary, the only individ­
uals who may have access to information 
obtained under this Act but not required· to 
be published are those sworn employees, In­
cluding consultants, of the Department of 
commerce designated by the Secretary; · 

· (c) Except for a prooeeding und~r section 
9(b} of this Act, no report or const~tuent 
part thereof maY be produced for any Federal 
·judicial or adi:ninistra.tive proceedi~g. No 
agency of the United States or employee 
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thereof may compel the Secretary or the 
Director or any person which maintained or 
furnished any report under section 6 (a.) o:r 
6 (b) to submit any such report or constitu­
ent part thereof to that agency or any other 
agency of the United States. 

(d) Nothing in this Act shall be con­
strued to require or to authorize the Secre­
tary to publish or make available to any 
other person or organization in any manner 
except a.s herein authorized information 
which, if disclosed, would encourage specu­
lation or cause competitive injury to the for­
eign inv~stor or United States company: 

ENFORCEMENT 

SEc. 9. (a) . Whoever willfully fails t"C fur­
nish any information required pursuant to 
the authority of this Act, whether required 
to be furnished in the form of a. report or 
otherwise, or to comply with any rule, reg­
ulation, order, or instruction promulgated 
pursuant to the authority of this Act may be 
assessed a civil penalty not exceeding $10,000 
for each infraction on a proceeding brought 
under subsection (b) of this section. 

(b) Whenever it appears to the Secretary 
that any person has failed to furnish any 
information required pursuant to the pro­
visions of this Act, whether required to be 
fm•nished in form of a report or otherwise, 
or has failed to comply with any rule, 
regulation, order, or instruction promul­
gated pursuant to the authority of this Act, 
he may in his discretion bring an action, in 
the proper d.istrict court of the United States 
or the proper United States court of any ter­
t•itory or other place subject to the juris­
diction of the United States, seeking a 
"mandatory" injunction comtnanding such 
person to comply with such rule, regulation, 
order, or instruction, and upon a proper 
showing a permanent or temporary injunc­
tion or restraining order shall be granted 
withou·t bond, and such person shall also be 
subject to the civil penalty provided in sub­
section (a) · of this section. · 

(c) In any case in which the , Secretary 
determines that any foreign investor has 
made an investment subject to the require­
ments of section 6(b) and that such person 
has failed to comply with the provisions 
of such section, after such notice and oppor­
tunity for hearing as he determines to be 
appropriate, he may bring an action in the 
proper United States district court seeking 
the suspension of any and all voting rights 
of the securities until such time as the for­
eign investor or his agent complies with the 
provisions of this Act or such sec uri ties are 
sold. If the court determine that the com­
pany's financial condition requires the exer­
cise of voting rights, it may authorize the 
Secretary to exercise such rights. In the case 
of a loan or long-term contractual agree­
ments, the Secretary may bring an action in 
the proper United S~a.tes district court to 
prohibit the exercise of any provision of such 
loan agreement or contract with , r~spect 
to management or operational rights until 
the foreign investor or his agent complies 
with the provisions of this Act or until such 
loan or contract agreement terminates. 

(d) Whoever willfully falls to submit any 
information required pursuant to this Act, 
whether required to be furnished in the form 
of a report or otherwise, or willfully violates 
any rule, regulation, order or instruction pro­
mulgated pursuant to the authority of this 
Act shall, upon conviction be fined not more 
t han $10,000 or, if a. natural person, may be 
imprisoned for not more than one year or 
both, and any officer, director, or agent of any 
corporation who knowingly participates in 
such violation may be punished by a. like 
fine, imprisonment, or both. 

(e) The Secretary or his duly authorized 
agent shall have authority, for any purpose 
related to this Act, to sign and issue sub­
penas for the attendance and testimony of 
witnesses and the production of relevant 

books, papers, and other documents, and to 
administer oaths. Witnesses sUmtnoned under 
the provisions of this section shall be paid 
the same fees and mlleage as are paid to 
witnesses 1n the courts of the United States. 
In case of refusal to obey a subpena. served 
upon any person under the provisions of 
this section, the Secretary or his delegate, 
may request the Attorney General to seek 
the aid of the United States district court 
ifor any district in which such person is 
found to compel that person, after notice, 
to appear and give testimony, or to appear 
and produce the . docu~ents before the 
agency. 

AUTHORIZATION FOR APPROPRIATION 

SEc. 10. There is authorized to be appro­
priated sums as may be necessary to ca.r1·y 
out the provisions of this Act. 

Mr. BAYH. Mr. President, it is my 
pleasure to join with Senator INOUYE in 
introducing the Foreign Investment Dis­
closure Act of 1975. 

In 1·ecent months, there have been 
varied estimates regarding the amounts 
of wealth which will shift to the oil pro­
ducing nations as a result of the five­
fold increase in world oil prices. Eaxly 
projections showed that the OPEC na­
tions would accumulate reserves of $650 
billion by 1980 and $1.2 trillion by 1985. 
More recently, experts have forecast a 
smaller surplus of $300 billion in 1985. 
Though these estimates are quite differ­
ent, Mr. President, it is clear that even 
those on the low end show that the pro­
ducing nations are and will continue 
amassing financial resource with unpre-
cedented speed. · 

It is also clear that a large amount of 
that new-found wealth will fiow into the 
United Sta.tes. There is no way to know 
for sure what the investments by the oil ­
producing nations in the United States 
amounted to last year, but from esti­
mates I have seen, it is reasonable to be­
lieve that investment was in the $13 to 
$16 billion range. Such investment will 
grow rapidly in the years to come. 

Mr. President, foreign investment in 
the United States is extremely important. 
It provides badly needed capital to our 
financial markets and return petrodol­
lars to our shores. In the past, the ab­
sence of restrictions on foreign invest­
ment has made our country extremely 
attractive to foreign investors. We must 
carefully guaxd against any action which 
would significantly discourage invest­
ment from abroad. At the same time, 
Mr. President, with such a rapid shift 
in the world's wealth and with the ex­
pectation of massive new foreign invest­
ment in this country, we cannot take a 
business-as-usual attitude. 

We are going to see foreign holdings 
in America grow to an amount which far 
exceeds anything we have experienced 
in the past. It is not difficult to imagine 
situations in which large foreign inter­
ests in American businesses could have a 
profound effect upon our national secur­
ity and economic well-being. Further, in­
fluence or control in corporate affairs 
could result in inimical, discriminatory 
practices which are wholly incompatible 
with the American way of life. 

At present, Mr. President, there is no 
systematic means for the Government, or 
for that matter any· other institution or 
person, to _gather and compile inform~-

tion regarding foreign investment in the 
United States. We have no way of know­
ing the size of such investment. in what 
sectors of the economy it is concentrated 
or what trends it is following. 

While it is very important, Mr. Presi­
dent, that we keep America attractive 
to foreign investment, I believe it would 
be foolhardy to ignore recent world 
events and to continue operating in the 
dark regarding foreign interests in our 
economy. We must make certain that 
our Government is carefully monitoring 
the influx of foreign capital, in order that 
prompt action cari be taken should dan­
gers develop. 

The bill we are introducing today 
would set up a mechanism for keeping ·· 
records on foreign investments and would 
insw·e that Congress, the executive 
branch, and the public are well informed 
about these matters. It will remove the 
blindfold, so we can see clearly any prob­
lems which confront us. 

Our bill would establish a Foreign In­
vestment Administration within the De­
pa1·tment of Commerce. It would be the 
duty of the adminstration to collect and 
analyze information on foreign invest­
ment in the United States. 

The act would require any foreign in­
vestments in a company, whose stock is 
publicly traded, which resulted in a 5 
percent direct or indirect ownership in­
terest to be reported to the administra­
tion. Investments in privately held 
companies which resulted in a 10-per­
cent ownership interest would also be 
reported as would investments in real 
property and in U.S. Government se­
curities which ·exceeded $50,000 and $1 
million, respectively. Further, · there 
would be reporting requirements on any 
investment in a U.S. company, such as 
a loan or long-term contract, which 
would tend to give the foreign investor 
substantial influence in the management 
of the company. The required report 
would include details relating to the in­
vestment and the name and nationality 
of the investor. 

On a quarterly basis, the Secretary of 
Commerce would publish a report which 
would include information regarding 
aggregate foreign investment in the 
United States, trends in such investment, 
and a list of transactions which had been 
disclosed under the reporting require­
ments. The Secretary would also make 
an annual report which would analyze 
in detail aU aspects of the previous year's 
foreign investment and include the Sec­
retary's recommendations for policy ·in 
the area of foreign investment. In mat­
ters of policy, the Secretary further 
would be authorized to make l·ecom­
mendB,tions at any time which would be 
published in the Federal Register. 

Mr. President, I believe passage of this 
bill is a necessity if we are to act wisely 
in the face of massive investment bY 
foreign interests in the United States. It 
does not propose unreasonable restric­
tions, and is, in fact, far less burden­
some to investors than laws in force in 
many other western countries. It will 
provide us the means to become and 
stay cw-rently informed on foreign in­
vestment in our country so that we can 
prevent economic power from be~ em-

:; .. 
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ployed from within this Nation by for­
eign interests to pur de.triment. I . hope 
that my colleagues will consider the bill 
carefully. 

By Mr. BIDEN: 
. s. 1304. A bill to amend the Social 
Security Act to provide for immediate 
care services under titles XVIII and 
XIX of such act. Refen-ed to the Com­
mittee on Finance. 

Mr. BIDEN. Mr. President, increasing 
national attention is being given to the 
pressing need to improve the means of 
treating medical cases requiring imme­
diate care. The legislation I am intro­
ducing which would extend medicare and 
medicaid reimbursement to cover the 
special institutional costs of immediate 
care services provided by qualified fa­
cilities other than hospitals-which al­
ready receive reimbursement-would 
contribute to both an improvement in the 
availability and quality of care and an 
increase in the equity of the reimburse­
ment provisions. 

Currently, medicare and medicaid re­
imbursement for the institutional fee of 
immediate care services under titles 
XVIII and XIX of the Social Security 
Act may only be made when the services 
have been rendered in a provider hospital 
or a qualified emergency hospital. The 
1riadequacy of the law is that it focuses 
upon the context in which the care is 
provided rather than emphasizing the 
principal factor-the capability of pro­
viding quality care regardless of con­
text. 

Secretary Weinberger's remarks at the 
meeting of the American Health Con­
gress in Chicago on August 21, 1973, 
underscore the shortcomings of the med­
icare and medicaid legislation which en­
courages doctors to put patients in high 
cost hospitals rather than treat them 
as out-patients. This generalization cer­
tainly extends to immediate care serv­
ices as well. Since only hospitals are 
eligible for reimbursement of the special 
institutional costs of their immediate 
care services, the law discriminates 
against other facilities which are equally 
qualified to perform particular immedi­
ate care services and often better able 
to deliver such services. 

It should also be noted that with re­
gard to medicaid coverage of the im­
mediate care services provided in non­
hospital facilities, the administration in 
its 1974 budget message promised pro­
posed legislation ••requiring States under 
medicaid to reimburse free-standing 
clinics for covered outpatient services." 
Consistent with the specific purpose of 
my proposal, the legislation I am intro­
ducing would only require coverage in 
the State plan of immediate care 
services provided by free-standing 
:facilities. 

The foregoing statements by the ad­
ministration support my contention that 
the time has come for the legislation I 
am offering. Let us look. however, at the 
concrete circumstances which demon­
strate the importance of these amend­
ments to the medicare and medicaid law. 

With the growing number of cases re­
quiring immediate medical care and the 

~--- -- -. 

rising expectations of our citizens tore­
ceive immediate attention, our hospital 
emergency rooms have become over­
burdened and frequently unprofitable. 
The Senate Labor and Public Welfare 
Committee's report accompanying the 
Emergency Medical Services Systems 
Act of 1973 (S. 2410) outlines the 
problem: 

Increasing concern Is being expressed 
throughout the Nation regarding the heavy 
demands made upon a major element o! any 
emergency medical system-the hospital 
emergency room. Hospital emergency rooms 
are increasingly called upon to provide out­
patient care for the community. The position 
paper prepared by the American College of 
Emergency Physicians in 1972 reported there 
has been over a 600% increase in the num­
ber of emergency visits in some hospitals in 
the last 25 years. Nationally the average 
is an increase of 10% a year. Last year there 
were approximately 50 million visits to 
emergency rooms. 

In the critically underserved neighbor­
hoods of densely populated urban areas, 
emergency mecUcai services should more ac­
curately be termed primary health services. 
Here the distinction between emergency 
medical care and primary health care is 
very difficult to determine. 

This increased community reliance on the 
services of the emergency room has over­
burdened its resources and has vastly com­
pounded the difficulties of providing effec­
tive critical care to the emergency victim. 

In my State, for example, until the 
last few years the primary source of 
immediate medical care in the populous 
northern county was the central-city 
hospital's emergency room. A survey by 
the comprehensive health planning coun­
cil. the 314b agency for the county, re­
vealed that approximately 25 percent-
90,000-of the county's population, how­
ever, is concentrated in an area which is 
more than 30 minutes from the central• 
city hospital's emergency room. Thus, a 
large and increasing concentration of 
population was isolated from a provider 
of immediate medical care. 

Responding to these circumstanees 
a so-called f1·ee-standing emergency 
medical facility developed to serve the 
area. This facility and another facility 
which recently replaced the original fa­
cility have both met stringent licensing 
regulations established by the State of 
Delaware and fulfill the guidelines of 
the National Blue Cross Association as 
specified in the requirements of the Blue 
Cross and Blue Shield of Delaware-in­
termediary of titles XVIII and XIX for 
Delaware-for Blue Cross reimburse­
ment of covered services l'endei'ed to 
plan subscribers. 

Despite the encouragement and sup­
port of State and local officials. Blue 
Cross and Blue Shield recognition, and 
community interest, these facilities have 
been financially hampered by the ex­
clusive provisions of the medicare and 
medicaid law which deny them reim­
bursement for the institutional fee their 
specialized immediate care services en­
tail. Since the facilities cannot obtain 
reimbursement from the Federal Gov­
ernment for services which would be 
covered if they had been performed in a 
hospital, the facilities must turn to the 
medicare and medicaid patients them­
selves--the aged and the poor-for re­
payment to maintain solvency. Thus the 

patient who thought he or she had 
health care coverage discovers that the 
coverage is available only if one receives 
the -services from a particular class of 
the facilities· qualified to offer the serv­
ices. Under circumstances requiring im­
mediate medical care, however, the pa­
tient does not have the opportunity to 
shop around for a facility which is 
eligible for medicare and medicaid reim­
bursement for its patients. Instead, the 
individual is taken, as he or she should 
be, to the nearest facility equipped to 
treat the case. 

The narrow limitations of the current 
law have generated ill-will between the 
facility and the patients who are being 
asked to pay for services which is pro­
vided in a hospital emergency room 
would be paid by medicare and medicaid. 
The result is the bills go unpaid and the 
facility loses its solvency. 

My position based on what I believe to 
be both sound medical advice and simple 
equity is that if a facility is qualified 
to treat cases requiring immediate ~p.ed­
ical care, it should receive reimburse­
ment on the same terms as a hospital for 
the specialized services provided. A re­
cent statement by the former Executive 
Director of the local comprehensive 
health planning council. Mr. Clifford 
Foster, summarizes the case in favor of 
reimbursement. 

The Health Planning Councn, Inc. of New 
Castle County. Delaware, the B agency un­
der comprehensive health planning, has 
worked hard and long to establish outreach 
programs away from hospitals. free-stand­
ing in nature and delivering services where 
the action is. We are attempting to follow 
through on the priorities set by the Secre­
tary of HEW in ascertaining the gaps in 
service and the needs of the people tn the 
area for which we are responsible for health 
planning. It is impossible for any agency 
to set up shop toda.y and dellver health serv­
ices unless they are certified to receive reim­
bursement from .both Title XVlli and Title 
XIX moneys. With the increasing caseload 
of the programs, it is imperative that these 
type fac111ties. if they have adequate coverage 
adequate quality of care and deliver such 
care at a reasonable price, should be reim­
bursement !or freestanding !acUities in Dela­
ware is an albatross around the necks of we 
planners in encouraging organizations to 
set up such facilities. 

Mr. President, this bill would neither 
expand the kinds of services medicare 
and medicaid cover nor lower the stand­
ards a facility would have to meet for 
the provision of immediate medical 
cam-the standards for an immediate 
care facility in the amendment are com­
parable to those for a provider hospital. 
Although my legislation would not di­
rectly encourage the development of 
nonhospital immediate care facilities, 
it would enable such facilities to obtain 
equity for themselves and their patients 
and thus maintain a source of services 
which will be able to provide the life-sav­
ing stabilization of serious emergency 
cases for subsequent transfe1· to a hospi­
tal and fully treat the less critical cases 
and thereby avoid unnecessary high-cost 
hospital emergency room tl·eatment and 
free the hospitals to provide the highly 
specialized emergency medical services 
and intensive care for which they are 
uniquely equipped. Therefore, I foresee 
enactment of my Pl'oposalleading to the 
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improved provision of immediate medi­
cal care at lower cost-the twin goals for 
which we should strive. 

I ask Unanimous consent that the text 
of my bill and an explanation be printed 
in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

s. 1304 
Be it enacted by the Senate and H01Lse of 

Representatives of the United States of Amer­
ica tn Congress assembled, Tha.t (a) sectio~ 
1861(e) of the Social Security Act ts amenden 
by inserting, immediately before the last 
sentence thereof, the following : "The term 
'hospital' also includes an immediate care 
facility (as defined in subsection (a.a.)), .but 
onlv with respect to immediate care facility 
serVices (as defined in subsection (bb)), and 
payment under this title with respect to 
such services provided by such a facility shall 
be made subject to the same terms and con­
ditions as those applicable with respect to 
the payment under this title for similar 
services pt•ovided by an institution which 
meets the requirements specified in clauses 
(1) through (9) of t he first sentence of this 
subsection.". 

(b) Section 1861 of such Act ts amended 
by adding at the end thereof the following 
new subsections: 

"Immediate Care Facility 
"(aa) The term 'immediate care facility' 

means a public or nonprofit private institu­
tion which-

" ( 1) is primarily engaged in providing, '?Y 
or under care services for the diagnosis, 
treatment, and care, of injured, disabled, or 
sick persons; 

"(2) maintains clinical records on all pa-
tients; 

"(3) provides twenty-four-hour nursing 
service with a licensed practical nurse or a 
registered professional nurse on duty at all 
times; 

"(4) has a. physician in attendance at all 
times; 

"(5) in the case of an institution in any 
State in which the State or applicable local 
law provides !or the licensing of institutions 
of this nature, (A) is licensed pursuant to 
such law or (B) is approved, by the agency of 
such State or locality responsible for licens­
ing of such institutions, as meeting the 
standards established for such licensing; 

"(6) has 1n effect a written transfer agree­
ment with one or more hospitals having 
agreements in effect under section 1866, 
under which any patient of such institution 
who requires other than immediate care fa­
cility services will be transferred to such a 
hospital at the earliest practicable time 
(which shall not be later than twenty-four 
hours after such patient is admitted to such 
institution) ; 

"(7) has in effect a policy under which 
any patient who is provided services by the 
inst~tution will, within twenty-four hours 
after he is admitted to such institution for 
services, be discharged or transferred to a 
hospital; 

"(8) has in effect an overall plan and 
budget that meets the requirements of sub­
section ( z) ; and 

"(9) meets such other requirements as 
the Secretary finds necessary in the interest 
of the health and safety of the individuals 
who are furnished services in the institution. 

~'Immediate Care Faclllty Services 
"(bb) The term 'immediate care facUlty 

services' means services, furnished to an in­
dividual by an immediate care facility, 
which-

" ( 1) is primarily engaged in providing, by 
or under the supervision o! physicians, to 
outpatients immediate care services for the 

diagnosis, treatment, and care, of injured. 
disabled, or sick persons; 

"(2) maintains clil'lical records on all pa-
tients; 

"(3) provides twenty-tour-hour nursing 
service with a. licensed practical nurse or a 
registered professional nurse on duty at all 
tilnes; 

"(4) has a physician in attendance at all 
times; 

" ( 5) in the case o! a.n institution in any 
State in which the State or applicable local 
law provides for the licensing of institutions 
of this nature, (A) is licensed pursuant to 
such law or (B) is approved, by the agency 
o! such State or locality responsible for 
licensing of such institutions, as meeting the 
standards established for such licensing; 

" ( 6) has in effect a written transfer agree­
ment with one or more hospitals having 
agreements in effect under section 1866, un­
der which any patient of such institution who 
requires other than immediate care facility 
services will be transferred to such a hospi­
tal at the earliest practicable time (which 
shall not be later than twenty-four hours 
after such patient is admitted to such in­
stitution); 

"(7) has in effect a policy under which any 
patient who is provided services by the in­
stitution will, within twenty-four hours after 
he is admitted to such institution for serv­
ices, be discharged or transferred to a hospi­
tal; 

" ( 1) are of a type which such facility is 
authorized t o provide, and 

"(2) are for a medical condition requir­
ing immediate medical attention.". 

(c) The amendments made by subsections 
(a) and (b) shall be effective in the case of 
services furnished on and after the first day 
of the first calendar month which commences 
m ore than thirty days after the date of en­
actment of this Act. 

SEc. 2. (a) Section 1905(a) of the Social 
Security Act is amended by adding after 
clause (17) thereof the following new 
clause: 

"(18) immediate care !acllity services (as 
defined in section 1861(bb)) which are fur­
nished in an immediate care fac11ity (as de­
fined in section 1861 (aa) ;" 

(b) Section 1902(a) (1~) of such Act ts 
amended-

( 1) in subparagraph (B) thereof, by in­
serting "clause (18) and" immediately after 
"care and services listed in", 

(2) in subparagraph (C) (1) thereof, by 
inserting "clause (18) and" immediately 
after "care and services listed in", and 

(3) in subparagraph (C) (11) thereof, by 
inserting "clause ( 18) and" immediately 
after "care and services listed in". 

(c) The amendments made by this sec­
tion shall become effective July 1, 1974. 

EXPLANATION OF BIDEN BILL 

WHAT IT MEANS 

Provides Medicare and Medicaid coverage 
!or the institutional costs of the specialized 
medical services of facilities treating cases 
requiring immediate medical care; 

Makes a facility eligible for reimbursement 
if it meets medical standards comparable to 
those required of a hospital emergency room; 
and 

Bases the reimbursement on the same cov­
erage of services and reimbursement pro­

. cedure (Part A, reasonable cost) as a hospital 
emergency room. 

NoTE.-The amendment does not establish 
a new benefit. It simply enables qualified 
facilities other than hospitals to receive 
reimbursement for the same services for 
which hospitals currently receive reimburse­
ment. It t11ereby would ensure Medicare and 
Medicaid beneficiaries of coverage In all 
facilities qualified to perform immediate 
care services. 

WHAT IT WOULD COST 

A 1971 Blue Cross-Blue Shield survey (the 
best available data source) indicates that at 
that time there were 23 identifiable free­
standing facilities (facilities existing apart 
from hospitals) of which 14 provide imme­
diate medical treatment. One free-standing 
immed ate care facility which would be eli­
gible under the amendment is in my state 
of Delaware. 

Since the amendment would not establish 
a. new benefit but instead only extend the 
present reimbursement provisions to a few 
additional qualified facilities, the Congres4 

sional Reference Service analysts have esti­
mated that the cost to the Federal Govern­
ment resulting from enactment of the 
amendment would be nominal. 

ADDITIONAL COSPONSORS OF 
BILLS AND RESOLUTIONS 

s. 144 

At the request of Mr. McCLURE, the 
Senator from Connecticut (Mr. 
WEICKER), the Senator from Vermont 
(Mr. STAFFORD), the Senator from Ariz­
ona (Mr. FANNIN) , the Senator from 
Georgia (Mr. TALMADGE), the Senator 
from Utah (Mr. GARN), and the Senator 
from Nevada (Mr. CANNON) were added 
as cosponsors of S. 144, a bill to prohibit 
the banning of lead shot for hunting. 

s. 277 

At the request of Mr. TO\VER, the Sen­
ator from Hawaii (Mr. INOUYE) was 
added as a cosponsor of S. 277, a bill to 
amend title II of the Social Security Act 
to eliminate the special dependency re­
quirements for entitlement to husband's 
and widower's insurance benefits, so 
that benefits for husbands and widowers 
will be payable on the same ba~i as bene­
fits for wives and widows. 

s. 506 

At the request of Mr. CHuRcH. the 
Senator from North Dakota <Mr. BuR­
DICK) was added as a cosponsor of S. 
506, a bill to amend the Water Resources 
Planning Act to extend the authority 
for financial assistance to the States for 
water resources planning. 

s. 893 

At the request of Mr. PASTORE, the 
Senator from New Hampshire (Mr. Mc­
INTYRE) was added as a cosponsor of 
S. 893, a bill to amend certain provisions 
of the Communications Act of 1934 to 
provide long-term financing for the Cor­
poration for Public Broadcasting, and 
for other purposes. 

s. 953 

At the request of Mr. STEVENSON, the 
Senator from Oregon (Mr. PACKWOOD) 
was added as a cosponsor of S. 953, a 
bill to amend the Export Admini tl·ation 
Act of 1969. 

s. 998 

At the request of Mr. Moss, the Sena­
tor from California (Mr. CRANSTON) was 
added as a cosponsor of S. 998, a bill to 
amend title 44, United States Code, to 
strengthen the authority of the Admin­
istrator of General Services and National 
Archives and Records Service with re­
spect to records management by Federal 
agencies, and for other purposes. 
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s. 100-1 

At the request of Mr. HUGH SCOTT, 
the Senator from Pennsylvania <Mr. 
ScHWEIKER) was added as a cosponsor 
of S. 1004, the Allegheny River b111. 

s. 1136 

At the request of Mr. PHILIP A. HART, 
the Senator from Maryland <Mr. MA­
THIAs) was added as a cosponsor of S. 
1136, a b111 to authorize appropriations 
for increased investigation and prose­
cution by the Federal Trade Commission 
and the Department of Justice of unfair 
methods of competition, restraints of 
trade, and other violations of the anti­
trust laws, and for other purposes. 

s. 1215 

At the request of Mr. HARTKE, the Sen­
ator from New Jersey <Mr. WILLIAMs) 
was added as a cosponsor of S. 1215, a 
bill to amend title 5, United States Code, 
to require the heads of the respective ex­
ecutive agencies to provide the Congress 
with advance notice of certain planned 
organizational and other changes or ac­
tions which would affect Federal civilian 
employment, and for other purposes. 

s. 1219 

At the request of Mr. INoUYE, the Sen­
ator from Hawaii (Mr. FoNG) and the 
Senator from Montana <Mr. METCALF) 
were added as cosponsors of S. 1219, the 
child -care deduction legislation. 

s. 1220 

At the request of Mr. INOUYE, the Sen­
ator from South Dakota <Mr. ABOUREZK). 
the Senator from Montana <Mr. MET­
CALF), and the Senator from Utah <Mr. 
Moss) were added as cosponsors of S. 
1220, a bill to amend title II of the 
Social Secul'ity Act. 

s. 1256 

At the request of Mr. MATHIAs, the 
Senator from Massachusetts <Mr. 
BROOKE) was added as a cosponsor of 
S. 1256, a blll to extend for 1 additional 
year entitlements for part B of the Edu­
cation of the Handicapped Act. 

S. 1270 THROUGH S. 1275 

At the request of Mr. PERcY, the Sen­
ator from Utah <Mr. Moss) was added as 
a cosponsor of S. 1270, S. 1271, S. 1272, 
S. 1273, S. 1274, S. 1275, having to do with 
nursing home reform. 

SENATE JOINT RESOLUTION 23 

At the request of Mr. HARRY F. BYRD, 
Jr., the Senator from Oregon <Mr. HAT­
FIELD) was added as a cosponsor of S.J. 
Res. 23, a joint resolution restoring post­
humously full rights of citizenship to 
Gen. Robert E. Lee. 

SENATE JOINT RESOLUTION 151 

At the request of Mr. STEVENSON, the 
Senator from Colorado <Mr. HAsKELL) 
and the Senator from Missouri <Mr. 
SYMINGTON) were added as cosponsors 
of Senate Jo~t Resolution 51, a joint 
resolution to disapprove Export-Import 
Bank financing of a nuclear reactor sale 
to South Korea. 

SENATE RESOLUTION 11'1-BUBMIS­
SION OF A RESOLUTION CALLING 
FOR ARMS CONTROL TALKS ON 
THE INDIAN OCEAN 

(Referred to the Committee on For­
eign Relations.) 

Mr. KENNEDY (for himself, Mr. PELL 
and Mr. JAVITS) submitted the following 
resolution: 

S. RES. 117 
Resolved, 
Whereas, the Indian Ocean basin ls not 

yet an arena of serious m111tary or naval 
competition among the great powers; 

Whereas, it is in the mutual interest of 
both the United States and the Union of 
Soviet Socialist Republics to avoid a competi­
tion between themselves in naval and other 
military force5 deployed in the Indian Ocean, 
or littoral states, since such competition 
would pose high economic costs, political 
uncertainties, and dangers of heightening 
tensions. 

Whereas, in December 1971 and 1973 the 
United National General Assembly passed 
resolutions calling for the establishment of 
the Indian Ocean as a "zone of peace", and 
has created an ad hoc committee to imple­
ment those resolutions; 

Whereas, it has been reported that the 
United States may secure the use of mllltary 
fac1Uties in the Sultanate of Oman; 

Whereas, Section 613 of Public Law 93-352 
of December 27, 1974, precludes the obliga4 
tion of any funds for construction of facil­
ities on the island of Diego Garcia until the 
President has advised the Congress in writ­
ing that he has evaluated an military and 
foreign policy implications regarding the 
need for these facilities, and has certified 
that this construction is essential to the na• 
tional interest. and within 60 days there· 
after neither House of Congress has adopted 
a. resolution disapproving such construction; 

And, whereas, the Report on H.R. 17468, 
by the Senate Committee on Appropriations, 
urged the President, as part of this evalua­
tion, to make a thorough exploration of the 
possibllity of achieving with the Soviet 
Union mutual military restraint without 
jeopardizing U.S. interests in the area of 
the Indian Ocean. 

Therefore, be it Resolved by the Senate, 
that it 1s hereby declared to be the sense 
of the Senate that 

(1) The President of the United States 
should seek direct negotiations With the 
Union of Soviet Socialist Republics, designed 
to achieve agreement on 11m1ting deploy­
ment of their respective naval and other 
mllitary forces in the Indian Ocean and 
littoral states; 

(2) These negotiations should be con· 
vened, as rapidly as possible, either 1n a bi­
lateral forum or 1n an appropriate multi­
lateral forum, including other concerned 
states; 

(3) These negotiations should consider, 
among other topics, agreed 11mltatlons by 
the two Powers on (a) establishment or use 
of naval and other military facilities in the 
Indian Ocean and littoral states, (b) num­
bers of war-ships (or ship-days) deployed 
in the Indian Ocean basin, and (c) the size 
and characteristics of warships and other 
military forces deployed there; 

(4) The President should make no cer­
tification, pursuant to Section 613 of Pub­
lic Law 93-552, nor should he make any 
agreement, or reach any understanding, pro­
viding for the use by United States air, land, 
or naval forces of any military or naval 
fac111ty in the Sultanate of Oman, until he 
has used his best e:trorts to convene negotia­
tions and to agree on an interim standstill 
with the Soviet Union, referred to in Sub­
sections (1}, (2), and (3). 

SEc. 2. The Secretary of the Senate shall 
transmit a copy of this Resolution to the 
President of the United States. 

Mr. KENNEDY. Mr. President, for 
some time, we have been working to de­
fine the nature of our future Involve­
ments in the outside world. Clearly, the 
central International issues for the next 

decade lie 1n the area of economic policy. 
But just as clearly, there remain a host 
of more traditional issues involving mili­
tary power and America's foreign com­
mitments. Maintaining strong military 
forces, pursuing detente and arms con­
trol, maintaining critical alliances-all 
these are part of our continuing respon­
sibility. Yet as we move beyond the cold 
war era, some issues of military rela­
tions with other countries are not yet 
clear. For example, in recent weeks I 
have spoken on several occasions ab~ut 
the international trade in conventional 
arms, and have warned about the serious 
implications that an unrestricted arms 
trade could have on U.S. interests and 
involvements abroad. 

There is yet another area of military 
involvement that has not yet been placed 
firmly within the context of a philosophy 
of U.S. interests and policy. This is the 
area of seapower and, in particular the 
nature of commitment, flexibility 'and 
potential involvement in crises and con­
fiicts in farflung parts of the globe. 

A region of growing concern in regard 
to naval power is that bordering on the 
Indian Ocean. In the past generally re­
moved from superpower competition the 
Indian Ocean is now becoming the f~cus 
of increasing attention. For our part, we 
are looking to the Persian Gulf, the 
source of most of the oil imported by the 
West. In recent weeks, we have also been 
reexamining our policies toward the 
nations of the Indian subcontinent and 
toward Ethiopia, now locked in ·civil 
conflict. The Soviet Union, meanwhile, 
has been paying increasing attention to 
the Indian Ocean, and has in recent years 
increased its fleet movements in this re­
gion. Some observers have even con­
tended that the Soviet Union has been 
acquiring basing rights in more than one 
littoral state. Last July, this view was 
disputed by the Director of Central In­
telligence, Mr. William Colby, In testi­
mony before the Senate Armed Services 
Committee. However, the Secretary of 
Defense, in a Newsweek Interview, now 
indicates that the Soviet Union appears 
to be building a cruise-missile support 
facility at Berbera fn Somalia. If so, 
there is even greater urgency In defining 
U.S. interests and policy in the Indian 
Ocean area. 

Because of uncertainties regarding the 
future of this region, it is increasingly 
important that any action we take to­
ward the nations bordering the Indian 
Ocean be well thought out In advance. 
We have been through too much in the 
past-and have too much at stake in 
the future-to create policy without the 
most fundamental analysis of costs, 
benefits, risks, and opportunities. 

For some time, now, the U.S. Navy and 
Air Force have sought to build upon ex­
Isting facilities on the Island of Diego 
Garcia. And in recent months, we have 
received reports of plans to acquire land­
ing rights on the island of Masira, part 
of the Sultanate of Oman. 

The questions raised by these develop­
ments have been receiving congressional 
attention. Last year, I joined with the 
distinguished Senator from Rhode Island 
<Mr. PELL) ln introducing a resolution 
concerning the manner in which we 
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should proceed with regard to Diego 
Garcia. 

Similarly, last year the Congress 
placed firm restrictions on the obliga­
tion of monies-some $18.1 million-for 
construction work on Diego Garcia. By a 
vote of 83 to 0, the Senate provided that 
no funds could be spent there unless the 
President advised the Congress in writ­
ing that he has evaluated all military 
and foreign policy implications regard­
ing the need for these facilities, and has 
certified that this construction is essen­
tial to the national interest. The Con­
gress would then have 60 days in which 
to adopt-in either House--a resolution 
disapproving of the President's certifica­
tion. 

This provision is now law, and I un­
derstand the administration is at this 
moment debating the merits of proceed­
ing with Presidential certification. Yet 
it is important to note what the Senate 
had in mind in adding this restrictive 
provision to the Military Construction 
Appropriation Act of 1974. In its report 
to the Senate, the Committee on Appro­
priations said the following: 

Because o! the importance and complexity 
o! the Issues raised by Diego Garcia, the 
Comm1ttee !elt that it was important !or the 
new Administrtaion to make a !ull reevalua­
tion o! this matter. It ls the hope o! the 
Committee that such an evaluation would 
Include a thorough exploration o! the possi­
blllty o! achieving with the Soviet Union 
mutual military restraint Without jeopardiz­
Ing U.S. interest in the area of the Indian 
Ocean. 

This language closely parallels the in­
tent behind the Indian Ocean resolution 
submitted last year for Senate considera­
tion. 

Mr. President. because of the expressed 
intent of the Congress-and because of 
the continuing sensitivity and importance 
of this issue--I am today joining with 
the distinguished Senators from Rhode 
Island <Mr. PELL) and New York <Mr. 
JAVITS) in introducing a revised Senate 
resolution on the Indian Ocean. We hope 
in this way to reiterate the concern of 
the Senate about the manner in which 
U.S. policy toward the Indian Ocean 
should be made. 

In particular. this resolution calls upon 
the President to seek direct negotiations 
with the Soviet Union, designed to 
achieve agreement on limiting deploy­
ment of the two nations• respective naval 
and other military forces in the Indian 
Ocean and littoral states. 

How these negotiations should- take 
place would be a matter of choice for the 
administration. They could take place in 
a bilateral forum, or in a multilateral 
forum including other concerned states. 
The existence of this concern is manifest. 
Already, on two occasions-December 
1971 and 1973-the United Nations Gen­
eral Assembly has passed resolutions call­
ing for the establishment of the Indian 
Ocean as a "zone of peace," and has 
created an ad hoc committee to imple­
ment those resolutions. This ad hoc com­
mittee might, indeed, be the proper forum 
for negotiations. And I have heard from 
representatives of a number of the littoral 
states, 1n support of efforts to make the 
Indian Ocean such a "zone of peace.' 

CXXI--517-Part 7 

Any negotiations should cover a variety 
of topics-and should be undertaken 
with a clear view of U.S. interests in the 
region of the Indian Ocean. Topics for 
negotiation should include agreed limita­
tions by the superpowers on, first, es­
tablishment or use of naval and other 
military facilities in the Indian Ocean 
and littoral states; second, numbers of 
warships-or ship-days-deployed in the 
Indian Ocean basin; and third, the size 
and characteristics of warships and oth­
er military forces deployed there. In this 
way, it may be possible to head off yet 
another arms race, yet another futile ex­
ercise in trying to reach a balance of mil­
itary power at levels far higher-and 
with far greater risk-than are deployed 
in the Indian Ocean today. 

Mr. President, the timing of this e:liort 
to convene direct negotiations with the 
Soviet ~nion is critical. Our resolution 
provides specifically that the President 
should make no certification pursuant 
to section 613 of Public Law 93-552-nor 
should he reach any agreement or un­
derstanding providing for the use by U.S. 
air, land, or naval forces of any military 
or naval facility in the Sultanate of 
Oman-until he has used his best efforts 
to convene negotiations with the Soviet 
Union. And neither of the steps outlined 
above should be taken until the President 
has used his best efforts to gain agree­
ment with the Soviet Union on an interim 
standstill on deployment of forces-or on 
building or use of bases-in the Indian 
Ocean region. 

In this way, we believe that the best 
interests of the United States would be 
served, and that we would have the best 
chance of gaining a recognition on the 
part of the Soviet Union that it, too, has 
nothing to gain by entering into yet an­
other arms race. Perhaps the Soviet Un­
ion does intend to expand its naval pres­
ence in the Indian Ocean, especially 
after reopening of the Suez canal. Per­
haps what is happening in Berbera rep­
resents a firm Soviet commitment to a 
naval presence in the Indian Ocean. 

Yet that is ~il the more reason now 
to seek mutual restraint on naval de­
ployments, before these are a fait ac-
compli on both sides. . 

To be sure, direct negotiations are not 
the only means for achieving this objec­
tive. We would be perfectly content to see 
mutual restraint achieved by other 
means-either tacit or explicit. Yet in 
the absence of some other means of 
achieving mutual restraint, we believe 
that the approach we advocate here is 
likely to be most productive. 

Mr. President, today I have been 
speaking in terms of United States­
Soviet relations. But there is an added 
reason for looking carefully at our mili­
tary and naval deployments in the In­
dian Ocean area. This is the question of 
possible U.S. military action against one 
or another oil-producing state of the 
Persian Gulf. Since the Secretary of 
State spoke on this subject at the end of 
last year, there has been growing un­
easiness about the possibility that the 
United States might at some point con­
template military ac~i n. 

I have said on more than one occasion 
tha.t I could not countenance sending 

American men and women to die for oU 
in the Middle East. I have also supported 
efforts to promote good relations between 
the United States and the oil-producing 
states, through political and economic 
means. Therefore, I believe it is impera­
tive that we take no action that could 
raise in anyone's mind the suspicion that 
we were, indeed, preparing for military 
action. 

Whatever merits there may be in in­
creasing our capacity for military or 
n!'.Val action in the area, therefore, it is 
critical at this time that we do nothing 
that would make it more difficult to work 
out productive relations with local states. 
And this means we should adopt a stand­
still on construction at Diego Garcia, and 
should exercise extreme caution on ac­
quiring any basing rights in the area. 

Mr. President, I join with Senators 
PELL and JAVITS in introducing this In­
dian Ocean resolution, and I comrr.end it 
to the Senate for its consideration. I ask 
unanimous consent that the text of Mr. 
Colby's testimony on Soviet involvement 
in the region, Dr. Schlesinger's com­
ments in Newsweek, and an article on 
Diego Garcia from the Washington Post 
be printed in the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

CIA DIRECTOR COLBY, TESTIMONY ON 
DIEGO GARCIA 

PROPOSED ExPANSION Oll' NAVAL FACILITIES ON 
THE ISLAND OJ' DIEGO GARCIA 

SUBCOMMITTEE ON Mn.ITARY 
CONSTRUCTION OJ' THE COMMITTEE 

ON ARMED SERVICES, 
Washington, D.C. 

The Subcommittee met. pursuant to no­
tice, as 2:10 o'clock p.m., In Room 212, 
Russell Senate Office Bulldlng, Senator Stuart 
Symington (Chairman o! the Subcommittee) 
presiding. 

Present: Senators Symington (presiding), 
Dominick and Taft. 

Also present: Gordon A. Nease, Pro!es· 
sional Staff Member; Joyce T. Campbell, 
Clerical Assistant; and Kelly Smith, Assist­
ant to Senator Symington. 

Senator SYMINGTON. The hearing Will come 
to order. 

Mr. Colby. we welcome you. 
I see you have a. statement. You may 

proceed. 
STATEMENT OF W. E. COLBY, DIRECTOR. O:P CEN­

TRAL INTELLIGENCE AGENCY; ACCOMPANIED 
BY JOHN B. CHOMEAU, OFI'ICE OJ' STRATEGIC 
RESEARCH; 'WILLIA.M B. NEWTON, Oi'FICE o• 
CURRENT INTELLIGENCE; AND GEORGE L. CAltY, 
LEGISLATIVE COUNSEL 
Mr. CoLBY. Mr. Chairman, it is a pleasure 

to be here. 
Mr. Chairman, the Soviet na va.l presence 

1n the Indian Ocean began in March 1968, 
when four ships from Vladivostok made a 
"good w111" visit to most of the littoral coun­
tries. In the little over six years since those 
visits, the Russians have maintained a nearly 
continuous presence 1n the Indian Ocean 
area.. 

The Soviet naval presence has grown slowly 
but steadUy during these years, and has 
helped Moscow increase its lnfiuence 1n that 
part o! the world. 

The forces the Soviets have; deployed 1n 
the Indian Ocean, however, have been rela­
tively small and Inactive. 

The vessels have spent 80 percent of their 
time at anchor or in port visits, mostly 1n 
the northwestern portion of the ocean. 

Although the number of countries vJstted 
annually has decreased .Blnce 1969, the gen· 
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era! expansion of the naval force and the 
increased use of ports on a routine basis 
have resulted in an overall increase in the 
n umber of port calls. Put in terms of naval 
ship days in the Indian Ocean the Soviet 
presence increased from about 1,000 in 1968 
t o 5,000 in 1973, excluding harbor clearing 
operations in Bangladesh. 

By mid-1973, the typical Soviet Indian 
Ocean force included five surface warships­
one gun-armed cruiser or missile-equipped 
ship, two destroyers or destroyer escorts, a 
minesweeper and an amphibious ship. There 
was also usually a diesel submarine, and six 
auxiliary support ships, one of which was 
a merchant tanker. 

Mr. Chairman, today there are six surface 
CO'Ill.batants, one submarine, nine minesweep­
ers and 11 support ships in the Indian Ocean, 
not substantially different from that typical 
showing, except for the increase in mine­
sweeps, as I will explain later. 

Recently, a Soviet intelligence collection 
ship has been deployed to the Indian Ocean 
for the first time since the India-Pakistan 
War, and is apparently monitoring develop­
ments in the Persian Gulf area. 

It wlll probably also conduct surve11lance 
of any major Western naval movements in 
the Indian Ocean. 

In addition, a group of Soviet minesweep­
ers has recently arrived from the Pacific to 
conduct mine-clearing operations in the Gulf 
of Suez--in the areas shown on this map at 
the bottom. The ones at the top you will note 
are being cleared by the U.S. and the United 
Kingdom. 

Last weekend the helicopter carrier Lenin­
grad, on a voyage from the Black Sea, round­
ed the Cape of Good Hope and may join this 
group. This is by far the farthest from home 
waters that either the Leningrad, or its sister 
ship the Moskva, has ever ventured. 

The Soviet warships and submarines sent 
to the Indian Ocean normally come from 
the Pacific Fleet, which is also the pl'imary 
source for logistic support. Combatants from 
the western fleets, however, have operated 
in the Indian Ocean, but only while trans­
ferring to the Pacific. 

The Indian Ocean has become. in effect, a 
"southern sea route" for the interfl.eet trans­
fer of naval units. 

About one-fourth of the Soviet warships 
and submarines that have operated there 
have been units transferring to the Pac1flc 
from the western fleets. 

The Pacific Fleet naval forces are now be­
ing modernized. As part of this effort, since 
early 1974 the Soviet force in the Indian 
Ocean has included more modern anti-cal·­
rler and anti-submarine units, transferring 
from Soviet western fleets. These units have 
provided the Russians a more impressive 
naval presence than could have been drawn 
from their Pacific Fleet a year ago. 

In addition to this de facto improvement in 
the quality of the Indian Ocean force, the 
length of time on station for the individual 
warships seems to be increasing. Some of 
the ships that have just left the area, for 
instance, were there for a year, as compared 
to five or six months for previous rotational 
tours. This added time on station is at least 
partly owing to improved Soviet support fa­
cilities in the area. 

Until 1973, the Russians relied almost ex­
clusively on "floating bases"-collections of 
auxiliary ships usually anchored in inter­
national waters-to provide support to theil• 
Indian Ocean naval forces. 

The most frequently used anchorages were 
near the Island of Socotra, and in the Cha­
gos Archipelago, about 1,000 nautical miles 
south of India, where the Soviets have im­
planted mooring buoys. You will notice that 
Diego Garcia is in the Chagos Archipelago. 

Contrary to numerous reports about So­
ootra, the barren island has no port facm­
tlee or fuel storage and its airstrip is a small 
World Warn gravel runway. The only mill• 

--- ~-

tary installation on the island is a small 
South Yemenese (PDRY) Garrison. A major 
construction effort would have to precede 
any significant Soviet use of Socotra, other 
than as an anchorage. 

In early 1973, the Soviets acquired use of 
some facilities at the small Port of Berbera, 
in Somalia. These have now been expanded, 
and the Soviets are now using the harbor for 
l'outine ship maintenance and crew rest. 

There are no repair facilities ashore, but 
tenders now provide the same services in 
port as they previously did at anchor. 

The Soviets have set up naval communi­
cations facility near Berbera, and also appear 
to be building an airfield although they have 
made little progress (deleted). 

The Soviets have use of a POL storage area 
there, and have constructed a barracks area 
for their technicians. 

Soviet naval ships also have some access 
to the Iraqi port of Umm Qasr, in the Per• 
sian Gulf, where Soviet technicians have 
been assisting in minor port development. 

Repair facilities at the former British 
naval base at Aden have not been used by 
Soviet warships, although support ships and, 
occasionally, small warships stop there for 
l'efueling and replenishment. Soviet trans­
ports periodically land at an ex-RAF air­
base-now Aden's International Airport. 

Soviet naval auxiliaries regularly call at 
Singapore as they enter and exit the Indian 
Ocean. In addition to receiving bunkers, 
since May 1972, the Soviet support ships have 
been serviced in the commercial drydock 
facilities there. 

Moscow's prospects for naval facilities in 
other littoral countries are not very bright. 

The Soviets helped build India's naval 
base at Vizakhapatnam, and have equipped 
the Indian Navy with minor warships and 
diesel submarines. 

Nevertheless, New Delhi has not granted 
the Soviets free access to Indian ports, nor 
is it likely to do so in the foreseeable future . 
(Deleted] 

The USSR is trying in some other coun­
tries, too, although p1·ospects are equally 
dim beyond receiving bunkers. Moscow has 
apparently made overtures to Sri Lanka for 
access to the Port of Colombo, and has st>nt 
in research ships, support ships, and an 
occasional warship-probably trying to ac­
custom the Ceylonese to a Soviet naval 
presence. 

Similar calls have been to Port Lou1s, 
in Mauritius. 

The Soviets may also hope to use the fa­
cilities in Chittagong, now that they have 
finished the harbor clearing operation there. 

Senator SYMINGTON. Where is Chittagong? 
Mr. CoLBY. Chittagong is in Bangladesh. 
You will recall that the Soviets were asked 

to help in some salvage and minesweeping 
efforts there. Thev finished the salvage \'ery 
ranidly, but the minesweentng oneration was 
very complicated and difficult. They just 
finished that a few weeks ago. They have 
withdrawn from there now. 

We have no evidence that the Soviets have 
made overtures for naval access to Littoral 
countries other than Somalia, Iraq, Aden, 
India, Singapore, Mauritius, and possibly Sri 
Lanka. 

Senator SYMINGTON. Where is Sri Lanka 
again? 

Mr. CoLBY. To people of our age, it was 
Ceylon. 

Senator SYMINGTON. We had an open hear­
ing this morning and a closed hearing this 
afternoon, but so far it does not seem to me 
that there is anything that you have said 
here that should be classified up to IV in 
your statement. All that information, as I see 
it, is something that everybody would know 
that wanted to know it. 

Mr. CoLBY. There may be a few phrases fn 
there, Mr. Chairman, that would reveal how 
we learned certain items. But in essence. I 
agree wtth you. 

Senator SYMINGTON. Would you please de· 
classify as much as possible for your state­
ment. 

Mr. CoLBY. I would be delighted to go 
through this and pull out those few things 
that have to remain classlfled and declassify 
the remainder, Mr. Chairman. 

So far, Mr. Chairman, I have been talking 
about the more or less continuous Soviet 
naval presence in the Indian Ocean. Another 
aspect of the problem has been the Soviet 
surge deployments to the area-and these 
have been highly responsive to U.S. nava.l 
activities. 

Moscow apparently prefers to keep a min­
imal force in the ocean that can be quickly 
strengthened. This provides a "signalling" 
capability during crisis periods. while avoid­
ing the political and economic costs of main­
taining a larger continuous presence. 

There have been two occasions when the 
Soviets have clearly made use of this "sig­
nalling'' device. 

Following the Indo-Pakistani War of No­
vember 1971, and almost three weeks after 
the deployment of the USS Enterprise, they 
brought their force level up to six surface 
combatants, six submarines and nine auxili­
aries. This represents a doubling of surface 
combatants, and a significant increase in 
submarines, from one to six. 

In the Arab-Israeli War in October 1973, 
the Soviets responded to the unanticipated 
deployment of a u.S. carrier task group to 
the Indian Ocean by sending additional units 
into the area-increasing their submarine 
force from one to four. 

(Deleted.) 
Senator DoMINICK. Mr. Chairman, would 

Mr. Colby yield at that point? 
When you are talking about the Soviets, 

are you talking about missile firing subma­
rines or attack submarines? 

Mr. COLBY. We are talking about attack 
submarines, Senator. 

Senator DOMINICK. Thank you. 
Mr. CoLBY. The timing of SoViet ship move­

ments into the area, both during the India­
Pakistan War and following the Arab-Israeli 
conflict, is instructive. The Russian units _ 
left port only after U.S. or U.K. carrier task 
groups had departed for, or arrived in, the 
Indian Ocean. All .ndications were that Mos­
cow was chiefly responding to deployments 
b_y the U.S. and other western countries, spe­
Cifically Britain, rather than initiating a 
unilateral buildup. 

There remains one in1portant considera­
tion concerning Soviet naval capabilities in 
the Indian Ocean-the forthcoming opening 
of the Suez Canal. We believe this will in­
crease the overall flexibility of the Soviet 
Navy in the Indian Ocean, but not in itself 
cause a significant increase in the Soviet 
presence. 

Use of the canal would give the USSR 
easier and more timely naval access, particu­
larly in times of crisis, to the western Indian 
Ocean-that is, the important Persian Gulf 
and Arabian Sea area. 

It also would facilitate the logistic sup­
port of ships in the Indian Ocean and reduce 
Soviet dependence on littoral countries. 

A reopened canal would expedite inter­
fleet transfers and deliveries of military aid. 

A few warships from the Mediterranean 
squadron probably would be sent to the In­
dian Ocean once the canal opens. 

But because of the higher priority of So­
viet naval operations in the Mediterranean, 
and the maintenance of a strategic reserve 
in the Black Sea, the Soviet Pacific Fleet 
would still be the chief source for surface 
combatants--and nil of the submarines-for 
the Indian Ocean. Support ships could be 
drawn from the Black Sea and the Pacific 
on a nearly equal basis. 

The Soviet Union is likely to increase its 
continuous deployments there whether or 
not the Suez Canal is reopened. 

Moreover, the USSR probably recognizes 
that the canal is subject to closure in a 
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crisis. The Soviets would not wish to be 
caught with a substantial portion of ava.ll­
able units on the wrong end of a blocked 
canal, and in considering this contingency 
they almost certainly would give priority to 
their Mediterranean squadron. 

If there is no substantial increase in U.S. 
naval forces in the area, we believe the Soviet 
increase wlll be gradual say, one to two sur­
face·combatants per year. 

Mr. COLBY. (Deleted.] 
Should the U.S. make a substantial in­

crease in its naval presence in the Indian 
Ocean, a. Soviet buildup faster and larger 
than I have just described would be likely. 
If the canal were open and available to Rus­
sian ships, the task of responding would be 
easier. 

In any event, the Soviets would probably 
not be able to sustain an Indian Ocean force 
significantly larger than that presently de­
ployed there without reordering their prior­
ities and shifting naval forces from other 
areas. 

Let me now put the Soviet naval activity 
I have been discussing Into the context of 
overall Soviet objectives in the Indian Ocean 
area. 

Viewed from a global perspective, the In­
dian Ocean area-as distinct from the Mid­
dle East--has a lower priority than the U.S., 
China, or Europe in the USSR's diplomatic, 
economic, and mllitary initiatives. Moscow's 
probable long-range strategic objectives in 
this area are to win infiuence at the expense 
of the west, and to limit the future role of 
China. 

Toward these goals, the Soviets use their 
naval presence as one element in a. combined 
approach that utilizes political, economic, 
subversive, and milltary aid activity. 

We beUeve that the roles of mllitary. and 
particularly naval forces, have been second­
ary to diplomatic efi'orts and aid programs 
in promoting Soviet interests in the Indian 
Ocean area. 

The principal objective of the naval force 
1.s to maintain an adequate military strength 
to counter--or at least provide a political 
counterweight to--moves made by western 
naval forces there, particularly those of the 
u-.s. 

Soviet leaders have shown that they will 
maintain a naval presence in the ocean at 
least equal to, if not greater than, that of 
the U.S. Navy. 

Soviet writings have reflected concern over 
the possibility of the U.S. sending nuclear­
powered ballistic mLc:slle submarines to the 
Indian Ocean, but so far as the activities of 
Soviet naval units there have not indicated 
an anti-Polaris mission. 

The Soviets recognize the importance to 
the west of Persian Gulf oil, and the sea 
lanes between the Gulf and Europe or Japan. 
Moscow perceives a causal relationship be­
tween the oil question and recent increases 
in the U.S. naval presence in the Indian 
Ocean. 

Nevertheless, the normal composition of 
the Soviet force there--particularly the lack 
of a significant submarine capability-sug­
gests that interdiction of western commerce, 
particularly oU shipments from the Persian 
Gulf, has not been a major objective. 

At present, about 50 percent of the indus• 
trialized countries' oil imports come from the 
Persian Gulf. This share may decline some­
what in coming years, as alternative sources 
are developed. 

Judging from the size and composition of 
the Soviet Indian Ocean force, direct military 
intervention does not appear to figure promi­
nently in Soviet plans. 

As for future Soviet naval activity in the 
Indian Ocean, we believe that growth will be 
steady over the long term, if there is no per­
manent Increase in U.S. naval forces in the 
area. 

Moscow would probably consider such a 
measured approach as consistent with a gen-

erally growing-and accepted--Soviet pres­
ence in the Indian Ocean countries. 

Soviet capabllities to project and support 
larger naval forces in the Indian Ocean are 
constrained by a variety of factors. 

First, is the distance and steaming time 
from the various Soviet fleets. Those in the 
western USSR now have to go around Africa 
and are twice as far from the Arabian Sea 
as is the Pacific Fleet. If the Suez Canal were 
open, the steaming time for the fleets in the 
western USSR would be significantly reduced, 
as shown on thls map. You can see that the 
red line south of India, Mr. Chairman, shows 
the point from which you have approximately 
an equal steaming time from either the Black 
Sea. or the Pacific Oecan fleets. 

Other restraints include the requirement 
to maintain a strategic reserve in home fleet 
areas, a large deployed force in the Mediter­
ranean, plus the economic and political costs 
of operating a sizable naval force in the 
Indian Ocean. 

Moreover, the Soviets are not likely to 
acquire substantially better naval support 
facilities for theh: ships in the Indian Ocean 
area, at least in the near future. There seems 
to be little prospect for routine access to 
large shore facilities--such as those in Singa­
pore, India, Sri Lanka, or Aden-for major 
repair and overhaul of warships. 

The limited facilities that tlle Soviets use 
now, such as those in Berbera. or Umm Oasr, 
would require considerable development­
and probably changes 1n the host countries• 
policies-to provide major services. 

On the other hand, the Soviets probably 
hope to increase their capabilities for air re­
connaissance in the Indian Ocean. Their 
prospects are best 1n Somalia, where Russian 
technicians are helping to construct air­
fields at Berbera and near Mogadiscio. 

Soma.lla is unlikely to give Moscow perma­
nent basing rights, but would probably 
allow occasional flights. 

TU-95 naval reconnaissance aircraft stag­
ing from Somalia could conduct surveillance 
from the Cape of Good Hope to the Malacca 
Strait. 

Visits by TU-95's most likely would be on a. 
periodic basis, as in Cuba and Guinea, but 
might increase in frequency during times of 
crisis, major western deployments or exer­
cises, or Soviet naval space support activity. 

Anti-submarine warfare aircraft, such as 
the LL-38 May. operating from Somalia could 
provide surface reconnaissance and anti-sub­
marine warfare coverage of the Arabian Sea. 
These aircraft, as well as TU-16 medium 
bombers, were based in Egypt until July 1972, 
and closley monitored U.S. and NATO ships 
and exercises in the Mediterranean. 

Mr. Chairman, that completes my prepared 
statement. I would be very happy to answer 
any additional questions you might like to 
ask. 

Senator SYMINGTON. Thank you, Mr. Colby. 
The first request would be that you declas­

sify as much of this as possible. 
Mr. CoLBY. I will, Mr. Chairman. 
Senator SYMINGTON. It would be your deci­

sion. 
1\.fr. CoLBY. The other matters I will do it 

as best as I • • •. 
Senator SYMINGTON. The more information 

we can get out in order to help us make the 
right decision the better. 

Mr. COLBY. I understand, Mr. Chairman. 
In our country our decision-making has to 
be public as opposed to some countries where 
it is to be secret, and consequently, we have 
to make as much of our input public as 
possible. 

Senator SYMINGTON. Do you consider the 
Indian Ocean area to Le of strategic impor, 
ta.nce to either the Soviets or the U.S.? 

Mr. COLBY. I would rather answer from the 
Soviet side, Mr. Chairman. I think the Soviets 
are ·interested .in the :Indian Ocean as an 
area. of expanding their 1nfiuence, pr1martly 
through their political relationship v;ith 

some of the countries in the area, with the 
Indians, especially, and some of the other 
countries in that general area. I think they 
would obviously be concerned if there wel'e 
some major threat to Soviet security posed 
from the Indian Ocean. I think there is a 
certain interest in posing a possible counter­
threat to American or western pressure on 
the Soviet Union by posing a threat to the 
oil sources of Western Europe. But lt is cer­
tainly not in priority anything like their 
relationships with the U.S., Western Europe 
or China. 

Senator SYMINGTON. The Navy spokesmen 
have indicated that the Soviets have use of 
facilities in several locations in the littoral 
area. I would like to take them one by one 
and have your comments. I have already 
heard them in another committee, but I 
would like to hear them now. 

The Island of Socotra.. 
Mr. CoLBY. The Island of Socotra, Mr. 

Chairman, is a. bare island. There is almost 
nothing there except for a small garrison 
from South Yemen. The Soviets have used 
Socotra as they have used many other areas 
around the world as an anchoring place for 
their ships. The Soviets spend a considerable 
portion of their time at anchor. They do 
their provisioning frequently at anchor. They 
have anchored there of! SOcotra in protected 
waters in order to conduct this kind of re­
provlsioning and just plain sitting. 

Senator SYMINGTON. How about an air 
strip? 

Mr. CoLBY. The only air strip on Socotra.ls 
an old World War II air strip which ls really 
not feasible for modem operations. 

Senator SYMINGTON. We were told of 
anchorages and permanent mooring in the 
Chagos Archipelago. 

Mr. CoLBY. There are anchorages In that 
Archipelago. Again, some of this water be­
tween the difi'erent Islands Is international 
water, and Soviet ships are inclined to 
anchor there. They have set up some moor­
ing buoys there In international waters so 
that they can just come on and hook onto 
them. 

Senator SYMINGTON. That is very close to 
Diego Garcia. 

Mr. COLBY. It is not far !rom there. 
Senator SYMINGTON. On Berbera, Somalia, 

communications station, barracks, repair 
ships and other faclllties, including a1r strips. 
What are the facts on that? 

Mr. COLBY. Let me give you an overall pic­
ture of the port at Berbera.. Mr. Chairman. 
It is a small installation whiCh will handle 
two or three ships. And there is an air strip 
under construction outside o! Berbera. 

They have been bullding an air strip there 
for about a year, but have not gotten very 
far. 

Senator SYMINGTON. Mogadiscio. 
'Mr. COLBY. Mogadiscio ts the Capital Of 

Somalia, Mr. Chairman. It is a big town 
there. They have an embassy. and they have 
people there, advisors. 

The port is a. fairly big port. 
But the area within the breakwater is 

somewhat shallow water, and you would 
have to anchor a little offshore and bring 
lighters in if you use the port at all. 

There is an airfield about 80 or 40 miles 
northwest of Mogadiscio which they have 
been gradually building up a little bit. But 
there is not much progress on that either. 

Senator SYMINGTON. The Iraqi Port of 
UmmQasr. 

Mr. CoLBY. Umm Qasr, you will notice 
there up at the head of the Persian Gulf. 

The sea is down here. You come up a river, 
kind of a delta area. This particular island 
is claimed by the Kuwaitis as well as the 
Iraqis. The fac111ty here, the so-called port, 
is about four, five or six buildings here, a 
place where you can anchor. It 1s a little 
complicated to get through the delta down 
to the Gulf. The Iraqis appear to be a little 
bit restrictive as to the degree to which 
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they will allow the Soviets free use of this Mr. CoLBY. It will certainly attract their , 
particular port. [Deleted.] attention. 

Senator SYM.lNGToN. Off the record. 
(Discussion off the record.) 

Senator SYMINGTON. The former British Senator TAFT. If we go ahead and author-
base at Aden and the former Royal Air Force ize it, and public opinion seems to justify 
Base. authorizing it, would that have an effect on 

Mr. COLBY. The former British base at being able to negotiate limitation on forces 
Aden is a good base. It is a good harbor. in the area? 
There are facilities in it. There is an airfield Mr. CoLBY. I think that our assessment, 
in that town. That is the Capital of South Senator, is that you will see a gradual in­
Yemen. And there is an airfield that is an crease in Soviet presence in the Indian 
effective airfield and could be used. Ocean area, that if there is some particular 

The Soviets have not used it very much. American increase, thl\t the Soviets will in­
They have not done much more than port crease that gradually to match any substan­
visits there. But the Government of South tial additional American involvement. so 
Yemen of course, is a Communist · govern- that it would really depend upon the size of 
ment. The Soviets have been assisting them. the investment and the forces that we ar­
So they have a pretty active presence th~re. range to be there. If we put in a permanent 
But they have not actually 1..tsed the port establishment of some size, why they would 
facility to that degree. correspondingly increase to some substantial 

Senator SYMINGTON. What kind of a run- degree. If we had only sort of tentative con-
. way do they have. nections there and some improvements, they 

Mr. CHOMEAU. It is short. It is not large might just continue their gradual increase. 
enough to handle the extremely large air- Senator TAFT. You have not mentioned the 
craft. I have forgotten the length. British or French forces, I do not think, that 

Mr. CoLBY. It is a short runway, not big are in the area. Both of them have permanent 
enough to handle the TU-16's and larger naval forces. 
aircraft. Mr. CoLBY. Yes, the French have a naval 

Senator DoMINICK. It is big enough, Mr. base up at the north end of Malagasy as well 
Chairman, to handle the B-24, because I 
have landed one there. as a base at Djrbouti. They kee-p a per-

manent force of five to six ships. And the 
Mr. CoLBY. You know, then. British, their only permanent establishment 
Senator DoMINICK. It is a horrible place. is in Singapore, where they keep a very small 
Senator SYMINGTON. It is probably pretty fleet. [Deleted.] 

hot, is it not? 
(Discussion off the record.) Senator TAFT. That is all I have. 
Senator SYMINGTON. Bunkenng rights 1n Thank you, Mr. Chairman. 

Mauritius and Singapore. Senator SYMINGTON. Thank you, Senator. 
Mr. CoLBY. Singapore, of course, is a very Have the number of ports visited by the 

well equipped port. And the Soviets have Soviets in the littoral area increased in the 
tinkered there. Singapore sells to whoever last few years? 
happens to go by. They have also used Singa- Mr. CoLBY. Yes, Mr. Chairman. The num­
pore for some repair, because there are some ber of port calls in 1973 has gone up par­
good shipyards in Singapore, and some of ticularly because the calls in Somalia have 
their auxiliary ships, for instance, have been expanded quite a lot. You will notice that 
repaired in Singapore. they are rather targeted, there are only cer­
. Port Mauritius-Port Louis on the Island tain ones. 
of Mauritius is a very good port. It is not all Senator SYMINGTON. The number Of Coun-
that highly developed. It is an independent tries visited have dropped? 
country now. Mauritius. They have sold Mr. CoLBY. Yes. It has been more of a focus 
bunkering to the Soviets. where they have visited. 

There are lots of other areas. You can stop Senator SYMINQI'ON. As I understand it you 
by and buy fuel oil if you want to. expect the Soviet presence in the Indian 

Senator SYMINGTON. Have they a repre- Ocean to continue to grow regardless of what 
sentative in the UN? we do but that it wlll grow faster if we start 

Mr. COLBY. I would assume so. I am pretty developing Diego Garcia, is that a fair inter­
sure they are UN members. Whether they pretation? 
actually keep a mission there or not, I am Mr. CoLBY. I think that is true, yes, sir. 
not sure. But I know we have an ambassador Mr. Chairman, our estimate of the gradual 
there. As a matter of fact, Phil Manhardt is growth is a reflection of our estimate of the 
just going there as Ambassador. As you will general Soviet iritention to assert itself as a 
recall, he was a Foreign Service Officer, and major power, as one of the two superpowers, 
was a prisoner of the North Vietnamese for and to assert itself in a world role, and that 
five years. consequently, there will be a tendency to 

Senator SYMINGToN. Senator Dominick. gradually expand its presence throughout the 
Senator DOMINICK. I think I have only got world. 

one question, and that is, what is Mr. Colby's Senator SYMINGTON. Who reacted first in 
assessment-if we should pass the Diego the Indian Ocean at the time of the Indian­
Garcia enlargement, would we by so doing Pakistan War? 
increase the force of the Russian fleet? Mr. CoLBY. In the Indian-Pakistan War, Mr. 

Mr. CoLBY. I think our assessment is that Chairman, the first thing that happened was 
the Soviets would match any increase in our that the British sent a carrier task group 
presence in that area. to help with the possible evacuation of their 

Senator DoMINICK. That is all I have. citizens. The Soviets sent a force very shortly 
Senator SYMINGTON. Senator Taft. thereafter. And the American force was sent 
Senator TAFT. Thank you, Mr. Chairman. two or three weeks later, or something like 
Mr. Colby, would you consider that en- that. 

1arging the port and the airfield as planned Senator SYMINGTON. How about in there-
would be such an increase or not? cent Middle East War? 

Mr. CoLBY. I am not all that familiar with Mr. COLBY. In the Middle East War the 
the details of the plan, Senator Taft. I do movement of American carrier task group 
think that the public impression of what we was followed by a Soviet increase in presence, 
do would probably be almost as important as particularly in submarines. 
what we actually do. In other words, the Senator SYMINGTON. Who has access to the 
Soviets would believe that if we were to es- most ports in the littoral area, the u .s. or the 
tablish a permanent establishment capable Soviets? 

Senator SYMINGTON. There was some ques­
tion as to whether nuclear submarines could 
go through the Suez Canal when it is opened. 
What is the opinion of the CIA on that? 

Mr. CoLBY. Physically, they could g 
through it, there is no question about it, 
after it is opened, physically you can send 
them through. Whether the Soviets v:ould 
send them through is something else. 

Senator SYMINGTON. Is there enough 
depth? 

Mr. CoLBY. You mean without being seen? 
I mean on the surface, obviously, just going 
through, I do not think there would be much 
problem. 

Senator SY~HNGTON. There would not be? 
Mr. CHOMEAu. They have enough depth, but 

it is risky. You have to be certain that you 
are not going to run into some place where 
it is silted. But there is enough depth if it 
is cleared, yes. 

Mr. CoLBY. It depends upon the permis­
sion of the Egyptians, of course, 

Senator SYMINGTON. Do either of you gen-
tlemen have any further questions? 

Senator DOMINICK. No, Mr. Chairman. 
Senator TAFT. No questions. 
Senator SYMINGTON. Thank you very much. 
(Whereupon, at 3 p.m., the hearing was 

recessed, to reconvene at 10 a.m., Friday. 
July 12, 1974.) 

[ ~ewsweek, Mar. 17, 1974, interview with 
Secretary of Defense James R. Schlesinger} 

A WORD OF WARNING 
Q. Would you include the Indian Ocean 

in the sphere of vital American interests? 
A. Most of the industrialized world is de­

pendent on the flow of petroleum out of the 
Persian Gulf. The domination of the oil 

· resources of the Persian Gulf area would 
dramatically alter the configuration of world 
politics. The Soviets have built up and are 
still building a major logistical capability in 
the general area of the Persian Gulf. Notle­
theless, there is an inclination to bury one's 
head in the sand, and some people now ex­
hibit that ostrich-like tendency. Soviet facil­
ities at Berbera in Somalia are both im­
pressive and growing. They are now, it 
appears, constructing a cruise-missile [un­
manned nuclear bomber] support facility 
at Berbers., on the Gulf of Aden. 

Undoubtedly there will be those who will 
find imaginative excuses for the Soviets. They 
might suggest it is an economic demonstra­
tion project for the Somalis or perhaps an 
advance reaction to current U.S. research­
and-development activities on cruise missiles. 

. But the fact is that this represents reload 
capabilities for a potent weapon system that 
the U.S. does not yet possess. It is plain, I 
think, that the Soviets are deeply serious 

· about a permanent presence and strike capa­
bility in the western part of the Indian Ocean 
and we would be blind to reality if we were 
unprepared to take the necessary counter-
Ineasures. · 

Q. What Teind of coutermeasures? 
A. The United States should have its owu 

logistical capability in the Indian Ocean at 
Diego Garcia so, if the necessity arises, we can 
support our own forces in the area. 

Q. In terms of the other bases that the 
Soviet Union has managed to establish, how 
would you rate their present ba.se facility in 
Somalia? 

A. I would regard this as unique. In some 
ways it could be compared to the facilities 
that the Soviets had established for them­
selves 1n Egypt and in Syria. 

of supporting a regular force in that area, Would that be up for grabs? [From the washington Post, May 19, 197~1 
that they would react in some fashion in Mr. CoLBY. Even would not be far off. I u.s. N VY STILL PRESSING FOR BASE IN 
order to establish a countervailing force . . would say. 
That is more or less at any degree at whi.ch _ Mr. CHO:M:EAU. I do not know what the u.s. INDIAN OCEAN 
we do it. really has. (By Judith MUler) 

Senator TAFT. If we have a big debate and Mr. CoLBY. The U;S., I think,· would have - An American naval base in the Indian 
~iltJ:orize it, is that going to ~ave- access to Pakistan, Iran, and Saudi Arabia. · Oc-ean is an idea \vhich has been patiently 
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awaiting its time. For more than . .15 years, 
Pentagon and Senate leaders have blocked 
the Navy's efforts to establish a permanent 
naval presence in the area, but. this year, th~ 
!: ·avy's plan to build a base . on the Indian 
Ocean island of Diego Garcia may fina.lly out­
Eve its opposition. 

The Navy now argues that the prospective 
reopening of the Suez Canal will lead to an 
expansion of the already impressive Russian 
naval presence in the area and that such a 

. prospect necessitates immediate congres­
sional approval of $32.3 million to expand the 
Diego Garcia facility. 

Public testimony and secret correspondence 
between the Pentagon and Capitol Hill, how­
ever, indicate that these supposedly "new" 
factors justifying an expanded U.S. presence · 
on Diego Garcia are little more than ration­
alizations for the Navy's persistent expan­
sionist aims in the Indian Ocean. 

Specific plans for a more permanent naval 
presence in that area date from the late 
1950s. Retired Rear Adm. Gene La. Rocque, 
who now heads· the Washington-based Cen­
ter fo1· Defense Information, recalls that in 
the early 1960s, the Navy wanted ·to station 
naval forces in siX islands, including Diego 
Garcia. According to a State Department of­
ficial, the U.S., fearing a j>olitical vacuum 
after the British withdrawal from commit­
ments "East of Suez," persuaded Britain in 
1965 to form the British Indian Ocean Terri­
tories (BIOT), an administrative entity in­
cluding Diego Garcia and several other In­
dian Ocean islands. 

The real purpose of these territories be­
~rile clear the following year, when the U.S. 
and Britain signed an agreement making 
BIOT available for the· defense needs of both 
governments. 

According -to former State Department in­
telligence officer John Marks, the CIA was an 
enthusiastic supporter in the mid-1960s of a 
,permanent U.S. presence somewhere in the 
Indian OCean since it waa assumed that 
when China te ted an ICBM, it would do 
so in that area. 

PROJECT REST STOP 

In testimony before a House Foreign Af­
':f~irs subcommittee, former Pentagon sys­
tems analyst Earl Ravena! said that the pro­
posal to build a base in Diego Garcia first 
emerged in the Defense Department in the 
summer of 1967, but was rejected. Senate 
staff aides recall that the Navy proposed the 
Diego Garcia ba.se in 1968 to then Armed 
~ervices Committee Chairman Richard Rus­
sell, but failed to win his support. 

In 1969, a proposal for a Pi-oject -Rest 
Stop-the construction of a $26 million "aus­
tere naval facility"-appeared as a classi­
fied line item of the_ fiscal year 1970 military 
~onstruction budget. The project was ap­
proved by both House and Senate Al·med 
Services Committees, but the authorized 

· _funds were deleted by the Senate Appropria­
tions Committee. 

In an attempt to save the project by hav­
ing the funds reinserted during House-Sen­
ate conference, then Chief of Naval Opera­
tions Adm. Thomas Moorer appealed to Sen­
ate Armed Services Chairman John Stennis 
in a letter dated December, 1969. Moorer, ex­
pressing "deep concern" over the status of 
the classified Diego Garcia project, claimed 
that deletion of funds for the base would 
have an "adverse strategic effect of major 
importance." According to Moorer, the Diego 

. Garcia base was "the Navy's number one 
priority of all items" in that year's military 
construction program. 

At about the sa~e time, the Navy sent a 
memo to the Senate Armed SerVices Com­
mittee stressing -the strategic importance of 
the support base's construction. The Navy 
argued that the base would provide the 

--- President with "a range of iuvolvemont op-

tions from no involve,ment to Whlc\tever in­
volvement is deemed necessary." 

. The Navy memo further noted .that Diego 
Gal'Cia, if necessa.Ij, "could be quickly con­
vel·ted for use of Polaris submarines." The 
justifications cited in the meJ:llO for an In­
dian OCean naval base are identical to those 
expressed now: increasing Soviet presence 
and Chinese influence and the vacuum cre­
ated by _British withdrawal from the area. 

"Despite Moorer's a~tempts to solicit Sten­
nis' aid, efforts to save the project were not 
successful, and Project Ref?t Stop died. The 
Navy, however, attempted the nex·; year to 
secure funds in the FY 7l budget for Diego 
Garcia expansion. This time, it requested 
$l8 million for a smaller-scale "communica­
tions facility," involving radar and satellite 
operations, supposedly intended to replace 
the National Security Agency installation at 
Asmara, Ethiopia. 

Congress approved the request, an agree­
ment was signed with the British and the 
Navy began building a co~unications :fa­
cility which included construction o:f naval 
support base intrastructure: harbor, roads, 
an 8,00-feet runway and permanent facilities 
for250 men. 

TALKING TO MOSCOW 

At the same time, the National Security 
Council staff issued two secret National Se­
curity Study Memoranda highly critical of 
plans for such expansion. The memoranda, 
dated Nov. 9, 1970, and Dec. 22, 1970, con­
cluded that the U.S. had m1nima.1 strategic 
interests in the area and that those limited 
interests were not amenable to protection 
by miiltary intervention. The memoranda 
encouraged the government to seek an agree­
ment with the Russians to limit American 
and Russian naval deployments in the area. 

The Soviets did approach the U.S. about 
such an agreement privately in early 1971. 
In June o:f that year, SoViet leader Brezhnev 
again referred in a speech to the possib1lity 
o:f naval deployment negotiations in the In­
dian Ocean. The U.S. approached the Rus­
sians three months later but :failed to pm·sue 
the matter vigorously, claiming that "clari­
fication" :from the U.S.S.R. had not been 
forthcoming. 

Congress now is considering the Penta­
gon's request for a $32.3-mlllion expansion 
for the communications :facll1ty into what 
the Navy calls an "austere" support base-­
virtually the same proposal it rejected in 
1970. 

The House recently approved, but the Sen­
ate deferred action on the $29 million sought 
for· Diego Garcia expansion in this year's sup­
plemental mllitary authorization bill. Having 
failed to slide the funds through in the sup­
plemental without much debate, the ad­
ministration is preparing for the coming con­
frontation with the Senate over the base. 

The State Department is refining its ra­
tionale for the base. In Senate hearings this 
March on the supplemental request, Penta­
gon and State Department witnesses stressed 
the Soviet holdup in the Indian Ocean. 
Though State officials continue to emphasize 
Soviet expansion of facilities at Berbera, 
Somalia, administration officials recently 
have been softpedaling the Soviet menace 
argument. Instead, they are stressing the 
"flexibility" Diego Garcia would provide the 
U.S. in its efforts to "reinforce" diplomatic 
initiatives in the Middle East through a 
naval presence. . 

The National Security Council is prepar­
ing yet another National Security Study 
Memorandum, one which reevaluates Ameri­
can strategic interests in the Indian Ocean 
in light of recent events in the Middle East 
and attempts to justify the Diego base 
expansion. 

Administration officials now argue that 
funding the base expansion might actually 
induce the Russians to consider Indian Ocean 
a-rms limitation negotiations seriously, since 

a base in Diego Garcia would give the U.S. 
the option of matching Soviet ship levels 
in the area. 

A "ZONE OF PEACE" 

Opposition to the project, however, appears 
to be growing. The Diego Garcia base is op­
posed by nearly all of the nations bordering­
the Indian Ocean, most of whom support a 
United Nations resolution aimed at estab­
lishing a "zone of peace" in the Indian Ocean. 
In addition to India, which has recently de­
nied Soviet requests for port facilities, tradi­
tional U.S. allies such as Australia and New 
Zealand have criticized the planned expan­
sion. 

Britain apparently also is having second 
thoughts about the project. According to a 
State Department official, the U.S. and Heath 
governments negotiated and agreed in prin­
ciple to a new supplemental executive 
agreement authorizing construction of the 
base, but, at last report, the new Wilson 
government still withheld its approval. State 
Department officials are confident, however, 
that Britain eventually will sign the agree­
ment rather than risk losing American assist­
ance in modernizing its strategic defense 
system. 

Several senators, however, are attempting 
to use the Diego Garcia expansion to express 
opposition to executive agreements in general 
a-s opposed to treaties, which require Senate 
approval. The Senate Foreign Relations Com­
mittee recently approved an amendment to 
the State Department-USIA authorization 
bill requiring that any agreement on Diego 
Garcia with Britain be approved by Congress. 

The Navy has pegged the project's urgency 
to its prediction that Soviet presence in the 
Indian OCean will increase markedly when 
the Suez Canal reopens. Pentagon critics La 
Rocque and Ravena.! contend that. in times 
of conflict, reliance on waterways as vulner­
able as the Suez Canal makes no military 
sense. 

In addition, in a recent issue of the Econ­
omist, a British magazine which consistently 
supported U.S. policy in Vietnam, the Penta­
gon's claim that current Soviet naval deploy­
ments are greater than that of the U.S. is 
termed misleading. The magazine reports that 
both France and Britain have been increasing 
their deployments to the area and that com­
bined U.S., British and French forces out­
number Russian deployments. 

Moreover, in a secret memo sent to a Sen­
ate committee only a year ago, the Pentagon 
acknowledged that, though the Soviets have 
had naval forces in the Indian Ocean since 
1968, only once, in December, 1971, during 
the India-Pakistan war. did Russia deploy 
major combat forces there. Soviet naval pres­
ence in the area, according to the memo, is 
designed primarily to "show the flag." It 
further noted that most of the Soviet ships 
in the area are merchant vessels, hydro­
graphic research ships and vessels being 
tested in tropical environments. 

Opponents like Ravenal and La Rocque 
argue that construction of the Diego Garcia 
base would goad the Soviet into further 
strengthening their forces, since they now 
lack reliable and seCl.u-e shore-based support 
facilities in the area comparable to what is 
planned for Diego Garcia. 

COSTS AND CARRIERS 

One of the strongest but least discussed 
arguments against the project, however. is 
its direct and indirect cost. About $65.3 mil­
lion already has been spent on construction 
and operation of the current Diego communi­
cations facility. In the next two years, the 
Pentagon is requesting $37.5 million !or con­
struction and equipment and another $78 
million for Navy Seabee pay and support for 
the planned expansion. But the total con­
struction and operations cost of $180.1 mil­
lion is minuscule compared with the cost ot 
a single additional aircraft can·Ier. 

Despite Pentagon denials, critics of the ex-
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pansion argue that, 1f approved, the base 
will be used by the Navy to justify aircraft 
carrier construction at a time when current 
plans call for reduction of the active force to 
12 attack carriers. Frequent naval visits to 
the area since the October Middle East 'war 
already have resulted in postponement of the 
retirement date of two carriers. 

The Navy has claimed that it intends to 
keep a carrier task group in the Indian Ocean 
for only six months of the year. During hear­
ings on the supplemental request for Diego 
Garcia funds, Joint Chiefs of Staff Chairman 
Adm. Moorer assured Sen. Stuart Symington 
(D-Mo.) that no new additional carriers 
would be needed to keep a carrier task group 
in the Indian Ocean for six months of the 
year. 

It is doubtful that U.S. expansion in the 
I:r..dian Ocean can be stopped. Defense Secre­
tary James Schlesinger announced in Decem­
car that the U.S. would re-establish the pat­
tern of regular U.S. Indian Ocean vessel 
visits which were disrupted by the Vietnam 
'var. 

Although the Pentagon agreed to close the 
Asmara communications post in order to 
gain approval in 1970 of the facllities on 
Diego Garcia, Pentagon spokesmen recently 
testified that Asmara was being phased down, 
but not phased out. 

Congress, however, can stop the expansion 
of the planned support base on Diego Garcia, 
which many see as the beginning of a per­
manent U.S. naval presence in the Indian 
Ocean-a presence which could stimulate 
yet another arms race in another part of the 
world. 

Mr. PELL. Mr. President, again I wel­
come the opportunity to cosponsor with 
the distinguished senior Senators from 
Massachusetts (Mr. KENNEDY) and New 
York (Mr. JAVITS) a resolution calling 
for arms control talks on the Indian 
Ocean. The reson for introducing a simi­
lar resolution, Senate Conference Res­
olution 76, in the 93d Congress were 
compelling. They are even more so now. 

A year ago, we were not yet on an 
economic toboggan slide going into a 
dangerous curve combining rising prices 
and falling employment. The budget was 
not strained as it is now to meet the 
social and economic costs of a threaten­
ing depression. The hard choice between 
guns and butter was not pinching us as 
it is now. Can we afford a defense bill 
close to $100 billion? Even if we could, 
is it essential to our national security? 

That is why it behooves the Congress 
to examine more carefully than ever, 
every new military expenditure, not only 
in terms of the immediate cost but what 
a project may ultimately cost, finan­
cially, economically, politically. 

I pointed out last year, for instance, 
that $18 million spent on expending our 
so-called communication facility on 
Diego Garcia, could be just the initial 
downpayment on an ultimate $10 billion 
investment of maintaining a permanent 
U.S. carrier task force in the Indian 
Ocean. A $3 billion task force that must 
be backed up by two more forces does 
not come cheap. Money like that could 
provide a lot of food stamps at home 
and relief to the hungry abroad. 

The reluctance of the 93d Congress to 
approve funds for an expansion on Diego 
Garcia that could lead to an arms race 
with the Soviets, resulted in the provi­
sion in the 1975 mllitary construction 
authorization bill calling for Presidential 
certficaition that this expansion is in the 

national interest. The certification is to 
be based on his evaluation of all military 
and foreign policy implications regard­
ing the need for the expanded facilities. 

Early in his administration, President 
Ford stated that there was need for these 
facilities because the Soviets have "three 
major bases" there. Press reports and 
published CIA testimony indicate, how­
ever, that there are no such large Soviet 
installations justifying this need. In the 
absence of any immediate Soviet threat, 
therefore, there is time for arms talks on 
the Indian Ocean before going ahead 
with expanding on Diego Garcia even if 
that action eventually proves necessary. 

Proceeding with Diego Garcia has also 
been justified on the grounds that it 
would help assure access to Middle East 
oil on which the industrial world has 
become so dependent. These days fear of 
strangulation does not stem from Soviet 
but from Arab action, which has pro­
duced speculation on the possible use of 
U.S. military force to take over Middle 
East oil fields. How this might be done is 
spelled out in a nwnber of recent maga­
zine articles. 

I fear, therefore, that increased U.S. 
military interest in the Indian Ocean 
and adjoining Persian Gulf areas, such 
as in the Oman Island of Masirah, may 
now be stimulated less by a Soviet pres­
ence, than by our own contingency plan­
ning for the deployment of U.S. forces 
in the region. Ironically, in such plan­
ning, these forces would have to face 
U.S. arms and equipment now being sup­
plied in ever greater amounts to coun­
tries with which we would be engulfed 
in hostilities. In any event, arms control 
talks should help discourage any ill­
advised thinking of our own on other 
than peaceful solutions to our oil sup­
ply problems. 

Finally, arms control talks before a 
Presidential determination should be 
welcomed by the British. They now find 
themselves in the dilemma of not wish­
ing to offend the littoral states of the 
Indian Ocean and Persian Gulf by sup­
porting U.S. expansionist plans that 
would contribute to the militarization of 
the area; at the same time, they do not 
wish to incur administration displeasure 
by obstructing such plans. Indeed, the 
British might well wish to condition their 
formal agreement to an enlargement of 
our base on Diego Garcia to a prior ef­
fort to hold these talks. As the Senate 
may want to withhold its advice and con­
sent to the agreement on the same 
condition. 

As I said initially, Mr. President, these 
are compelling reasons for early passage 
of this resolution aimed at constraining 
our mounting military budget and reduc­
ing world tensions by preventing con­
frontation through negotiations. 

AVOIDING TENSIONS IN THE INDIAN OCEAN 

Mr. JAVITS. Mr. President, I join to­
day with Senators KENNEDY and PELL in 
introducing a resolution which calls upon 
the President to seek direct negotiations 
with the leaders of the Soviet Union to 
achieve mutual limitations on Soviet and 
U.S. military deployments in the Indian 
Ocean. In December 1971 and again in 
1973, the United Nat1ons General As­
sembly adopted resolutions calling for 

the establishment of a "zone of peace" in 
the Indian Ocean, an area which has so 
far not been a locus of parallel military 
deployments by the superpowers on a 
major scale. 

Nonetheless, in recent years both the 
United States and the Soviet Union have 
taken steps to increase their military 
presence in the Indian Ocean-with each 
side claiming that its stepped-up activity 
is a reaction to the moves of the other 
side. 

Shortly, under a certification pro­
cedure in the law, the President may 
order the implementation of U.S. Navy 
construction plans to transform the 
modest communications facility at Diego 
Garcia into a major naval logistical base 
capable of supporting a major deploy­
ment of U.S. military forces into the In­
dian Ocean area. 

There is no doubt that the Soviet 
Union would tnove ahead with efforts 
nassively to upgrade its own deployment 
facilities in the area, if it has not already 
done so. 

Our resolution seeks to head off a new 
dimension of the superpower arms race, 
which could create in its wake major 
new costs and dangers of confrontation. 

The sponsors of this resolution believe 
that every effort should be made to head 
off such an undesirable prospect through 
negotiations between the United States 
and the Soviet Union for an agreement 
on d~ployment limitations. 

I hope that this resolution will be 
adopted by the Senate, in accordance 
with its advice and consent function un­
der the Constitution, and I hope that the 
President will seek the negotiations tha.t 
it advocates. · 

AMENDMENTS SUBMITTED FOR 
PRINTING 

TAX REDUCTION ACT OF 1975-
H.R. 2166 

AMENDMENT NO. 275 

(Ordered to be printed and to lie on 
the table.) 

Mr. MONDALE (for himself, Mr. 
HUMPHREY, and Mr. Rl:BICOFF) SUbmitted 
an amendment intended to be proposed 
by them, jointly, to the bill <H.R. 2166) 
to amend the Internal Revenue Code of 
1954 to provide for a refund of 1974 in­
dividual income taxes, to increase the 
low-income allowance and the percent­
age standard deduction, to provide a 
credit for certain earned income, to in­
crease the investment credit and the sur­
tax exemption, and for other purpose . 

MILITARY PROCUR&'\ffiNT AUTHOR­
IZATION ACT-S. 920 

AMENDMENT NO. 282 

<Ordered to be printed and referred to 
the Committee on Armed Services.) 

Mr. SCHWEICKER submitted an 
amendment intended to be proposed by 
him to the bill (S. 920) to authorize ap­
propriations during the fiscal year 1976, 
and the period of July 1, 1976, through 
Septembei· 30, 1976, for procurement of 
aircraft, missiles, naval vessels, tracked 
combat vehicles, torpedoes, and other 
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weapons, and research, development, 
test, and evaluation for the Armed 
Forces, and to prescribe the authorized 
personnel strength for each active duty 
component and the Selected Reserve of 
each Reserve component of the Armed 
Forces and of civilian personnel of the 
Department of Defense, and to author­
ize the military training student loans, 
and for other purposes. 

AGRICULTURAL PRICE SUPPORTS­
H.R. 4296 

AME N DMEN TS NOS . 276 THROUGH 2 8 1 

<Ordered to be printed and to lie on 
the table.) 

Mr. MOSS submitted six amendments 
intended to be proposed by him to the 
bill <H.R. 4296), to adjust target prices, 
loan, and purchase levels on the 1975 
crops of Upland cotton, C'lrn, wheat, and 
soybeans, t-o provide price support for 
milk at 85 percent of parity with quar­
terly adjustments for the period ending 
March 31, 1976, and for other purposes. 

AMENDMENTS NOS. 283 THROUGH 303 

(Ordered to be printed and to lie on 
the table.) 

Mr. MOSS submitted 21 amendments 
intended to be proposed by him to the 
bill (H.R. 4296), supra. 

ADDITIONAL COSPONSORS OF 
AMENDMENTS 

AMENDMENT NO. 86 

At the request of Mr. BARTLETT, the 
Senator from Utah <Mr. GARN) was 
added as a cosponsor of amendment No. 
86, intended to be proposed to the bill 
(S. 66) , a bill to amend title VIII of the 
Public Health Service Act to revise and 
extend programs of assistance under that 
title for nurse training and to revise and 
extend programs of health revenue shar­
ing and health services. 

AM E N DMENT NO. 13 7 

At the request of Mr. HATHAWAY, the 
Senator from Alaska (Mr. GRAVEL) was 
added as a cosponsor of amendment No. 
137, intended to be proposed to H.R. 2166, 
the Tax Reduction Act of 1975. 

At the request of Mr. TuNNEY, the 
Senator from South Dakota <Mr. ABOUR· 
EZK), the Senator from Montana <Mr. 
METCALF), the Senator from Connecti­
cut <Mr. RrsrcoFF), and the Senator 
from Indiana <Mr. HARTKE) were added 
as cosponsors of amendment No. 153, in­
tended to be proposed to H.R. 2166, supra. 

AM ENDMENT NO. 259 

At the request of Mr. BROOKE, the 
Senators from Minnesota <Mr. MoNDALE 
and Mr. HuMPHREY) were added as co­
sponsors of amendment No. 259, intended 
to be proposed to the bill <H.R. 2166), 
supra. 

NOTICE OF HEARING 
Mr. CHURCH. Mr. President, I would 

like to announce for the information of 
the Senate and the public, the scheduling 
of a public hearing before the Energy 
Research and Water Resources Subcom­
mittee of the Senate Interior and Insular 
Affairs Committee. 

The heafing is scheduled f01· May 22, 
beginning at 10 a.m. in room 3110 of 
the Dirksen Senate Office Building. Testi­
mony is invited regarding the operation 
of the San Juan-Chama project, Colo­
rado-New Mexico, and the related im­
pacts in the San Juan River basin. 

For further information regarding the 
hearing, you may wish to contact Mr. 
Russell Brown of the subcommittee staff 
on extension 41076. Those wishing to 
testify or who wish to submit a written 
statement for the hearing record should 
write to the Energy Research and Water 
Resources Subcommittee, room 3106, 
Dirksen Senate Office Building, Wash­
ington, D.C., 20510. 

ANNOUNCEMENT OF HEARINGS BE­
FORE THE Emf~ONMENT AND 
LAND RESOURCES SUBCOMMIT­
TEE, COMMI'ITEE ON INTERIOR 
AND INSULAR AFFAIR-S 

Mr. JACKSON. Mr. President, I would 
like to announce for the information of 
the Senate and the public the schedul­
ing of public hearings before the Envi­
ronment and Land Resources Subcom­
mittee of the Senate Committee on Inte­
rior and Insular Affairs. 

The hearings are scheduled for 
April 22, 23, and 24, beginning each day 
at 10 a.m., in room 3110 of the Dirksen 
Senate Office Building. Testimony is in­
vited regarding two bills which are pres­
ently before the committee. The first 
measure, S. 984, the "Land Resource 
Planning Assistance Act," is a bill to au­
thorize the Secretary of the Interior to 
make grants to assist the States to de­
velop and implement State land resource 
programs and to assist Indian tribes to 
plan the use of tribal lands; to encour­
age expeditious energy facility siting de­
cisions; to coordinate Federal programs 
which significantly affect land use; to 
encourage research on and training in 
land resource planning and manage­
ment; to establish an Office of Land Re­
source Planning Assistance in the De­
partment of the Interior; and for other 
purposes. The second proposal, S. 619, 
the "Energy Facilities Planning and De­
velopment Act of 1975," is a bill to in­
crease domestic energy supplies and 
availability by assuring timely siting, 
consideration, approval, and construc­
tion of necessary energy facilities, and 
for other purposes. S. 984, introduced on 
March 6, 1975, is similar to S. 268, the 
''Land Use Policy and Planning Assist­
ance Act," which passed the Senate in 
1973. S. 619 is also found in title VIII 
of S. 594, the President's "Energy Inde­
pendence Act of 1975," introduced on 
February 5, 1975. 

As both bills relate to the planning and 
siting of energy facilities, I invite my col­
leagues who serve as ex-officio members 
of the National Fuels and Energy Policy 
Study, conducted pursuant to Senate 
Resolution 45, to sit with the panel dur­
ing the hearings. 

For further information r egarding the 
hearings you may wish to contact Mr. 
Steve Quarles, counsel to the subcom­
mittee, a,t 224-9894. Those wishing to tes­
tify or who wish to submit a written 

statement for the hearing record should 
write to the Environment and Land Re­
sources Subcommittee, room 3106, Dirk­
sen Senate Office Building, Washington, 
D.C. 20510. 

ANNOUNCEMENT OF A PUBLIC 
HEARING BEFORE THE ENVIRON­
MENT AND LAND RESOURCES SUB­
COMMITTEE OF THE SENATE IN­
TERIOR AND INSULAR AFFAIRS 
COMMITTEE 
Mr. HASKELL. Mr. P1·esident, I would 

like to announce for the information of 
the Senate and the public, the schedul­
ing of a public hearing before the En­
vironment and Land Resources Subcom­
mittee of the Senate Interior and Insular 
Affairs Committee. 

The hearing is scheduled for April 3, 
1975, beginning at 9:30a.m. in the Glen­
wood Springs High School, 1340 Pitkin 
Avenue, Glenwood Springs, Colo. 

Testimony is invited regarding two 
Colorado wilderness proposals which are 
presently before the subcommittee. The 
proposals areS. 267, my bill to designate 
as wilderness approximately 237,500 acres 
in the Routt and White River National 
Forests-the Flat Tops Wilderness Area; 
and S. 268, my bill to designate as wil­
derness approximately 128,374 acres in 
the Arapaho and White River National 
Forests-Eagles Nest Wilderness Area. 

Additionally, the subcommittee will re­
ceive testimony on the administration 
proposals S. 1014 and S. 1015. 

As you know, Mr. President, my sub­
committee held hearings in Washington 
on S. 267 and S. 268 on February 26, 1975. 
At that time, we received testimony from 
the Forest Service concerning these pro­
posals. The purpose of this hearing in 
Colorado is to receive public testimony 
on these two important wilderness meas­
ures. 

NOTICE OF HEARINGS 
Mr . ALLEN. Mr. President, the Sub­

committee on Agricultural Research and 
General Legislation of the Committee on 
Agriculture and Forestry will hold hear­
ings Monday and Tuesday, April 14 and 
15, on S. 772, the Beef Research and Con­
sumer Information Act .. The hearings 
will be in room 324 Russell Office Build­
ing, beginning at 10 a.m. on April14 and 
at 9:30 a.m. April 15. Oral presentations 
will be limited to 10 minutes and the re­
mainder of the statement can be filed for 
the record. Anyone wishing to testify 
should contact the committee clerk as 
soon as possible. 

NOTICE OF HEARINGS RELATING 
TO THE VOTING RIGHTS ACT OF 
1965 
Mr. TUNNEY. Mr. President, the Sen­

ate Subcommittee on Constitutional 
Rights will hold hearings on April 8, 9, 
10, 22, 29 and 30, 1975 on legislation re­
lating to the Voting Rights Act of 1965. 
The major provisions of the act are due 
to expire on August 6, 1975. 

The first phase of the subcommittee 
hearings will focus on S. 407, which 
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would extend the major provisions for 
5 years. and S. 903, which would repeal 
the provisions entirely. The second phase 
of the hearings will address the problems 
of minority language groups and appro­
priate legislative responses. 

The hearings will commence at 9:30 
a.m.-except on April 9 at 10:30-in 
room 2228 Dirksen Senate Office Build­
ing, and on April 29 and 30 in 1202 
Dirksen Building. 

NOTICE CONCERNING NOMINATION 
BEFORE THE COMMITTEE ON THE 
JUDICIARY 
:Mr. EASTLAND. Mr. President, the 

following nomination has been referred 
to and is now pending before the Com­
mittee on the Judiciary: 

Mark W. Buyck, Jr., of South Carolina, 
to be U.S. attorney for the district of 
South Carolina for the term of 4 years, 
vice John K. Grisso, term expired. 

On behalf of the Committee on the 
Judiciary. notice is hereby given to all 
persons interested in this nomination 
to file with the committee, in writing, on 
or before Friday, March 28, 1975, any 
representations or objections they may 
wish to present concerning the above 
nomination, with a further statement 
whether it is their intention to appear 
at any hearing which may be scheduled. 

PROPOSED SELECT COMMITTEE TO 
STUDY THE SENATE COMMITTEE 
SYSTEM 

Mr. DOMENICI. Mr. President. I have 
joined in cosponsoring Senate Resolu­
tion 109 submitted by Senators STEVEN­
soN and BROCK, to create a select com­
mittee to study the Senate committee 
system. Not since 1946 has the Senate 
substantially altered its committee ju­
risdictions or methods of operations. 

In 1885, Woodrow Wilson said: 
It is not far from the truth to say that 

Congress in session is Congress on public 
exhibition, whilst Congress in its committee 
rooms is Congress at work. 

I would conclude that his most per­
ceptive statement is very accurate today. 

However, I think it is possible that our 
committee system is not as efficient as it 
might be. This select committee would be 
created to conduct a thorough study of 
the Senate committee system, the struc­
ture, jurisdiction, number, and optimum 
size of Senate committees, committee 
rules and procedures, media coverage of 
meetings, staffing, and other committee 
facilities, and to make recommendations 
which promote optimum utilization of 
Senators' time, optimum effectiveness of 
committees in the creation and oversight 
of Federal programs, clear and consistent 
procedures for the referral of legislation 

falling within the jurisdiction of two or 
more committees, and workable meth­
ods for the regular review and revision 
of committee jul'isdictions. 

I think we have all experienced the 
overlapping of committee jurisdictions. 
Tllis overlapping requires the referrals, 
whether they be joint, sequential, or 
both joint and sequential, which invari­
ably slows the legislative process. While 
speed may not be the most important 
factor in good legislation, it is a sig­
nificant element. 

As an example of some possible de­
fects in our current committee jurisdic­
tions, I have a Library of Congress study 
on referrals of energy-related bills in 
the 93d Congress. As tllis study shows 
many bills were referred to as many as 
four committees. Several bills were se­
quential which greatly slows their con­
sideration. The select committee may or 
may not recommend sweeping reforms, 
but the fear of such reforms should not 
deter us from a thorough investigation 
of our current committee system. 

Mr. President, in this regard I there­
fore ask unanimous consent that this 
Library of Congress study be printed in 
the RECORD. 

There being no objection, the study 
was ordered to be printed in the RECORD, 
as follows: 

TABLE 11.-MULTIPLE REFERRJ\LS OF ENERGY-RELATED BILLS TO SENATE COMMITTEES IN THE 93RD CONG. 

--------

Subject Committees 

Conservation: 
s. 2462 Comm. 
(R&D to pro· Int. & Ins. Aft. 
mote efficient 
energy use) 
s. 3035 BH&UA 
(Mass t ransit) Fin. 

Pub. W. 
s. 3625 Pub. W. 
(Recycling oil) Fin. 

Environment: 
s. 841 Comm. 
(Oil Pollution For. Rei. 
Compensation) 

Government Organizatiof!: 
Int. & Ins. Art. s. 2176 

(Office of Energy Comm. 
Conservation) Pub. W. 

s. 3151 Comm. 
(Energy lnfor· Int. & I ns. Art. 
mation) 

Comm. s. 3523 
(National Comm. 
on Supplies & 
Shortages) 

Govt. Ops. 

s. 3270 BH&UA 
(Amend Oef. 
Prod. Act) 

Govt. Ops. s. 2956 
(Fed. Energ Fin. 
Prod. Corp.) Int. & Ins. 

Art. 

Industry Regulat on : 
Gov, Ops. s. 3188 

(Anti·compe· Jud. 
titive prectices 
in petroleum 
industry) 

Research and Devalopment: 
Aer. & Sp. Sc. s 2495 

(NASA technology Comm. 
to domestic Lab. & Pub. Wei. 
problems) 
s. 32 Lab. & Pub. Wel 
(same as S. 2495) 
s. 2650 BH&UA 
(Solar Home Comm. 
Heating & Lab. & Pub. Wei. 
Coolin& Act) 

Type of referral 

Joint Referral 
(9/20,73) 

Joint Referral 
(2/12{14) 

Joint Referral 
(6/11{14) 

Joint Referral 
(2/8{73) 

Sequential Ref 
<Int. 7/13/l-,3 
Comm. 9 27 {73 
P. W. 10/2{13 
Joint Referral 
(3/11{14) 

Joint Referral 
(5/22{74; Commit-
tees report 
jointly by 6/5{74 
or be discharged) 
Single Referral 

Sequential Referral 
(Govt. Ops. 2/4{74; 
when reported to be 
referred jointly to 
Fin. and Int. & Ins. 
Art.) 

Joint Referral 
(4/5{74) 

Joint & SeQuential 
(9/27 173 to A. & S. S. 
and Comm; 9/18{14 te 
Lab. & Pub. Wei.) 
Single Referral 

Joint & Sequential 
(11/2{73 referred 
jointly to BH&UA 
and Comm.; to lab. 
and Pub. Wet. whe• 
reported) 

Senate action 

H. REPT. P. 

(P.W.)x 

(F.R.)x 

(lnt.)x 93-409 x 
93-526 

93-904 I( 

(Included as Sec. 5 
S. 3270, a BH&UA bill) 

X 93-922 X 

X 93-1155 

House action 

H. REPT. P. 

(Referred x 
to Banking) 

Conference 

(Joint hearings and joint report by Aer. & Sp. Se. 
and Comm.; Incorporated into s. 32 by Lab. & Pub. 
Wel.) 

X 93-1254 X 

X (BH&UA) 
X (Comm. Joint hearings with Int. & Ins. Aft.) 

Public law 

9H21 
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Senate action House action 

Subject Committees Type of referral H. REPT. P. H. REPT. P. Conference Public Jaw 

H.R. 11864 
(Solar Home 
Heating and 
Cooling Act) 

Aer. & Sp. S. 
BH&UA 

Sequential & Joint 
(2/19/74 to Aer. & 

X 93-734 X 
(Aer. & Sp. S.) 
93-847 
(BH&UA 

X 93-769 X H. Rept. 93-1278 
S. Rept. 93-1083 

93-409 

Resources 
s. 1134 
(Deep Seabed 
r/.inerals) 

Int. & Ins. Aff. 
lab. & Pub. Wei. 

Int. & Ins. Aff. 
For. Rei. 

~ta~·i~~;~o~m., 
Int. & Ins. Aft., 
and Lab. & Pub. Wei.) 

Sequential Referral 
(3/18/13 to Int. & 
Ins. Aft.; 9/4/74 
to For. Rei.) 

lab. P.W.) 

s. 1751 
(Deepwater 
Ports) 

Comm. 
Int. & Ins. Aff. 
Pub. W. 
Comm. 

Joint Referral 
(5}8/13) 

X (Joint hearings; agreed to jointly reportS. 4076, a clean bill) 

s. 4076 
(Dtepwater Ports) Int. & Ins. Aff. 

Pub. W. 
Comm. 

Clean bill 
reported jointly 

93-1217 X (Proceedings vacated; H.R. 10701 pass ad in lieu of 
with S. 4076 amentled in nature of a substitute) 

H.R. 10701 
(Deepwatar Ports) Int. & Ins. Aff. 

Pub. W. 

Joint Referral 
(6/11/74) 

(Committee x 
discharged) 

X 93-668 X 

THE PEACE CORPS 
Mr. HUMPimEY. Mr. President, 

through an unfortunate misunderstand­
ing the conferees on the foreign assist­
ance bill have adopted restrictive lan­
guage which would cripple the operations 
of the Peace Corps in the next few 
months. 

I refer to the language which requires 
the Peace Corps to spend a dispropor­
tionate amount of its $77 million on di­
rect volunteer costs and restricts the 
payment of support costs. I am informed 
that unless the intent of the Congress is 
clarified, the Peace Corps will have to 
fire as much as one-half of the people in 
its volunteers supporting mechanism. 

The Peace Corps means a great deal to 
the Nation. In readjusting its activities 
to meet the severe limitations now im­
posed on it, the Peace Corps should in­
form the appropriate House and Senate 
committees as soon as possible of the 
measures that it considers will have the 
least severe impact on its programs, hav­
ing particularly in mind the necessity of 
assuring the safety of our Peace Corps 
volunteers. 

I will do every thing I can to assure 
that the Congress clarifies this situation. 

ADDITIONAL STATEMENTS 

THE CELESTIAL HORSE 

Mr. MATHIAS. Mr. President, it seems 
to me that one of the miracles of human 
nature is the way that the successful 
exercise of human creativity leads to 
further creativity. Thus the current ex­
hibit of relics recently discovered in 
China not only expands our knowledge 
and appreciation of the creativity of the 
artists and artisans of China through 
the centuries, but also has encouraged 
creative thinkL'lg about man and his 
spiritual aspirations. 

An example of this process is a sermon 
preached in the Washington Cathedral 
on March 16, 1975, by the Reverend 
Clement W. Welsh, a canon of the 
cathedral, I ask unanimous consent that 
the sermon be printed in the RECORD. 

There being no objection, the sermon 
was ordered to be printed in the RECORD, 

as follows: 
SERMON PREACHED IN THE WASHINGTON 

CATHEDRAL ON MARCH 16, 1975, BY CANON 
CLEMENT W. WELSH 

I hope you have seen the horse! 
Perhaps I had better explain. I don't mean 

the golden horse at the foot of the Pilgrim 
Steps, just south of the Cathedral, of gilded 
bronze with eyes of glass, with George Wash­
ington riding him. Nor do I mean the many 
generals on horseback to be found among the 
memorial sculptures that are inevitable in 
a capital city. The horse that I hope you have 
seen is to be found in the exhibition of "Cul­
tural Relics Unearthed in China," a collection 
of beautiful ancient artifacts which the Peo­
ples Republic of China has sent to us, and 
which is to be seen at the National Gallery 
in this city (and, I believe, only in Kansas 
City after it leaves here). It includes some 
extraordinarily beautiful objects: wine jars 
of bronze, pottery bowls, figurines, ranging 
in time from many centuries before Christ to 
fairly recent times. 

And one of the most mysteriously moving 
of the works of sculpture is the horse: a 
bronze tlying horse, discovered in 1969 by 
Chinese archaeologists in the tomb of a gen­
eral in Kansu Province. It represents what 
was apparently a new kind of horse, larger 
and more powerful than those in common 
use, introduced from Central Asia about 
135 B.C. It was able to carry a man wear­
ing heavy leather armor, and able also to 
be ridden swiftly along the Great Wall to 
bring warnings of invaders. The date of this 
horse is that of the Eastern Han Dynasty, 
from 25 to 220 A.D. He is in full stride, with 
one foot resting on the back of a tlying swal­
low, and when you see the luminous greens 
and blues and gold of the aging bronze, the 
delicate yet powerful motion arrested by the 
sculptor, it comes as no surprise to learn 
that it was of a breed of horse known as 
"heavenly" or "celestial". There is an awe­
some quality about the small figure, as if 
it stirred some deeply sleeping hunger in us 
for power and beauty, so rarely found to­
gether. 

There is a special quality of any beauty 
that is recovered from the past. Beauty at 
any time is almost--scary, but beauty that 
persists over the centuries has something spe­
cial. The recovery of a fragile bowl of perfect 
proportions, glowing with a luminous blue 
from a thousand years ago, reminds us of 
the rare and perishable quality of all excel­
lence. We don't really expect it to survive-­
or that any thing that they liked then, could 
be something that we could like now. A 
thousand wine pitchers are formed of clay, 
glazed and fired, and only one is-right. And 
one day a drunken warrior lifts it carelessly, 
and it slips from his hand and is shattered. 
The pin cunningly shaped of gold wire drops 
from the cloak and a. foot grinds it into 
the dust. The globlet is melted down to make 
coins. But here and there, perhaps hidden in 
a tomb, a few perfect works of beauty lie 
waiting, sleeping in darkness, silent testi­
monies of what we can do at our best. 

But these reflections on an exhibition in 
a museum can turn us to deeper matters. 

A contemporary writer has used the phrase, 

H. Rept. 93-1605 
S. Rept. 93- 1306 

93-627 

"the archaeology o! ideas"-as 1! now and 
again, at rare intervals, we can discover in 
the past a moment of revelation-the break­
ing through of a compelling and liberating 
idea. Like an artefact of the artist, such an 
idea can have a special power and beauty­
the capacity to grasp reality and to express 
it. 

The real history of the human animal is 
not just a story of battles, murders, and 
sudden deaths. It is the record of the vic­
tories of our humanity: learning to grow 
wheat, to shape a pot of clay, to weave a 
rope, to use a tool, to draw the outline of a 
deer, to carve the head of a bird. The mo­
ments of insight may have been rare and far 
between, and not many caught on when 
they first appeared. How many brilliant 
guesses, how many glimpses into the nature 
of things, were uttered and not heeded, 
destroyed and lost in the rubble of time? 
How many times, do you suppose, did primi­
tive geniuses invent the wheel, only to be 
stoned as madmen? 

It is with a special sense of excitement that 
we find any evidence in the ancient past of 
the perceptive eye, the skilled hand, the 
inquiring mind. In the Chinese exhibit, the 
earliest presentation is of some stones, shaped 
with care and skill for use in skinning ani­
mals, made by artisans six hundred thousand 
years ago! 

But we can be moved to look more deeply 
still. For we may be discovering that any 
archaeological digging into the human past 
becomes an archaeology of the self. It is my 
own nature that is revealed, layer upon 
layer, age upon age: a history of time wasted, 
of insight lost, of beauty destroyed. And then, 
here and there, preserved as if by miracu­
lous accident, I find an artefact of behavior 
or of idea that briefly weaves together power 
and beauty. 

At about the time that the fiying horse 
of Kansu was made, an event was taking 
place several thousand miles away. It is odd 
to think that during the very years of the 
Eastern Han Dynasty, from 25 A.D. to 220 
A.D., we can date the ministry of Jesus, the 
formative years of Christianity, and the en­
tire writing of the books of the New Testa­
ment. And we know how fragile those events 
were : a little group of ordinary people in a 
minor corner of the world, producing a few 
documents for their own use. It all might 
have been washed away by flood or famine 
or war. 

But with an astonishing toughness, that 
moment of power and beauty persists. For 
unlike a piece of bronze that can lie burled, 
or an idea whose time can come and go, the 
Christial:. moment of excellence was a struc­
ture of persons-it was, as we say, a commu­
nity-and it shared its special vision of per­
fection, perhaps the rarest treasure the world 
has ever known. And St. Paul, borrowing a 
metaphor from pottery, reminds us that al-
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though we have this treasure in earthen 
vessels, nevertheless we have it. 

Unless a vision of power and beauty awak­
ens a people, they do not live. Unless an 
archaeology of the spirit recovers for us the 
rare, mysterious event of salvation, we are 
lost in the sands. The celestial horse does not 
fly, and the world becomes a wasteland. 

So I commend to you the celestial horse, 
strange symbol of the continuing power and 
beauty of resurrection, discovered in an alien 
land where the Spirit touched down, briefly, 
some two thousand years ago, and someone 
responded with excitement and joy. 

TRAINING NEEDS IN GERONTOLOGY 

Mr. CHn.ES. Mr. President, on March 7 
I chaired a hearing of the Special Com­
mittee on Aging on "Training Needs in 
Gerontology." The hea11ng was a contin­
uation of a series we began on this sub­
ject 2 years ago when the administration 
failed to request any specific funding for 
training in the field of aging under the 
Older Americans Act. Since that time, it 
has been one perpetual struggle with the 
administration in that each year they fail 
to request funding; the Congress appro­
priates funding; and, then as in this 
year's case the administration attempts 
to rescind the amount the Congress ap­
propriated. There appears to me to be an 
unnecessary amount of effort on both 
sides to do something that could easily 
be accomplished if the administration 
recognized the obvious need for trained 
personnel in the field of gerontology-the 
study of aging-and requested funds for 
this purpose in their fiscal year budgets. 

But the administration has not re­
sponded, and again for fiscal year 1976 
we face uncertainty about the future of 
training in the field of gerontology. Our 
hearing focused on the absence of the 
funds in the fiscal year 1976 budget and 
also on how the administration will allo­
cate the funds for fiscal year 1975 whicll 
will not be rescinded. 

Arthur S. Flemming, Commissioner, 
U.S. Administration on Aging, appeared 
on behalf of the administration. Dr. 
Flemming told the committee how the 
funding for fiscal year 1975 would be 
allocated as it is likely that the proposal 
to 1·escind such funds will not be ap­
proved. The funds, according to the Com­
missioner, will be divided between sup­
porting long-term, university based 
training of practitioners and personnel 
who work with aging service programs. 
Dr. Flemming also pointed out that the 
lack of fiscal year 1976 funds for training 
in aging leaves the Administration on 
Aging in a rather weak position of sup­
port. He stated that: 

Some of our other programs would provide 
some indirecrli suppcrt, but in terms of direct 
support, we would not be in a position to 
provide it. 

Speaking on behalf of the long-term 
and short-term training programs, sev­
eral witnesses pointed to the obvious need 
to train the growing number of persons 
wh'O work with the elderly. Ms. Maryanne 
Station, director of title VII training at 
Oregon State University, stated that: 

The programs as they have done in the past, 
should continue to "provide technical assist­
ance, training, and resow·ce development 
which because of our acquired knowledge 
and experience, will be maximally useful to 
staff delivery service to the elderly at a 

minimal cost. I hope this Committee will 
support the continuance of short-term train­
ing. Sustaining training centers in this sup­
portive role can increase the effectiveness 
of programs at the local level and maximize 
training monies available for aging programs. 

Walter Beattie, director of the All­
University Gerontology Center at Syra­
cuse University and president of the 
American Association for Gerontology in 
Higher Education, described the need for 
both short-term and long-term training. 
Dean Beattie stated: 

Certainly there is a great need for the 
personnel now directly working with the 
older persons, who have never had any prep­
aration, to have short-term training, but we 
must also pay attention to the trainers of 
the trainers, because again. as I say in my 
testimony, so often we have instances of 
almost the blind leading the blind. 

VIRGINIA SENATE JOINT 
RESOLUTION 92 

Mr. HARRY F. BYRD, JR. Mr. Presi­
dent, the Virginia General Assembly has 
recently completed its legislative 1975 
session. 

One of the resolutions enacted by that 
body has come to my attention. 

Virginia Senate Joint Resolution 92 
was introduced by State Senators George 
F. Barnes, Leslie D. Campbell and Wil­
liam B. Hopkins. 

Senator Barnes represents Virginia 
Senatorial District 38, comprised of the 
counties of Bland, Craig, Giles, Pulaski, 
Tazewell and Wythe. 

Senator Campbell's senatorial district 
is the fourth, which includes the coun­
ties of Charles City, Gloucester, Gooch­
land, Hanover, King and Queen, King 
William, Louisa, Matthews, Middlesex 
and New Kent. 

Senator Hopkins represents Senatorial 
District No. 21, including a portion of 
Roanoke County and the City of Roa­
noke. 

I had the opportunity to serve with 
these distinguished gentlemen in the 
Virginia Senate. I have high regard for 
their abilities in the areas referred to in 
Virginia Senate Joint Resolution 92 and I 
would call to the attention of my col­
leagues and to members of the Senate 
Committee on Labor and Public Welfare 
the sentiments expressed on this matter 
by the Virginia General Assembly. 

I ask unanimous consent that the text 
of Virginia Senate Joint Resolution No. 
92 be prtnted in the RECORD. 

There being no objection, the resolu­
tion was ordered to be printed in the 
RECORD, as follows: 

SENATE JOINT RESOLUTION No. 92 
Whereas, in nineteen hundred sixty-six 

there were one thousand two hundred thirty­
two truck or small mines in Virginia, but in 
November of nineteen hundred seventy-four 
there were only three hundred twelve; and 

Whereas, most of the decrease in the num­
ber of truck mines has been due to the in­
ability to obtain permissible equipment be­
cause of its unavailabtlity within a reason­
able amount of time; and 

Whereas, millions of dollars worth of non­
permissible equipment lies in storage: and 

Whereas, 30 USC 8ll(c) of the Federal Coal 
Mine Health and Safety Act of 1969 provides 
in part that: 

" ... In addition to the attainment of the 
highest degree of safety protection for 
miners, other considerations shall be the la.t-

est available scientific data in the field, the 
technical feasibility of the standards, and 
experience gained under this and other safety 
statutes."; and 

Whereas, new methane monitors of greater 
accuracy than those available in nineteen 
hundred seventy when the Federal Coal Mine 
Health and Safety Act went into effect are 
now available; and 

Whereas, these new methane monitors, set 
at a predetermined level, can instantly de­
energize all nonpermissible face equipment 
in the producing section of a truck mine if 
methane is detected; and 

Whereas, the only effective way to take 
care of methane is by proper ventilation; and 

Whereas, between April of nineteen hun­
dred seventy and November of nineteen hun­
dred seventy-four, in Virginia mines using 
nonpermissible equipment, there were only 
two ignitions, one of which may have been 
caused by cigarette smoking; .and 

Whereas, great benefits to our energy 
needs, economy, employment rate, and bal­
ance of payments would result from produc­
tion of more coal by reopening our small 
coal mines: now, therefore, be it 

Resolved by the Senate, the House of Dele­
gates concurring, That the Congress of the 
United States is respectfully memorialized to · 
examine sections 811 (c), 861, and 865 of the 
Federal Coal Mine Health and Safety Act of 
1969 in light of the facts mentioned in this 
resolution; and, be it 

Resolved further, That Section 863 (b) of 
the Act should be examined for possible 
change to increase the minimum quantity 
of air required from nine thousand to ten 
thousand cubic feet a minute in the last 
open crosscut and at the intake end of a 
pillar line. Minimum quantity of air re­
quired on each working face should be in­
creased from three thousand to four thou­
sand cubic feet a minute; and, be it 

Resolved finally, That the Clerk of the Sen­
ate is directed to forward a copy of this 
resolution to the Clerks of the Senate and the 
House of Representatives of the United States 
and to each member of the Virginia dele­
gation to the Congress. 

SENATOR WILLIAM L. SCOTT'S 
REPORT TO CONSTITUENTS 

Mr. Wn..LIAM L. SCOTT. Mr. Presi­
dent, my regular report to constituents is 
being printed for distribution and I ask 
unanimous consent to include a copy in 
the RECORD. We have been considering 
the tax reduction bill for several days and 
the lead item in the newsletter indicates 
my reasons for voting against this bill. 

There being no objection, the report 
was ordered to be printed in the RECORD, 
as follows: 

Bn.L SCOTT REPOR'l'S 

TAX BILL 

One of the most important matters to come 
before the Senate so far this year is the Tax 
Reduction Act. As you know, the national 
unemployment rate is 8.2%, and the Presi­
dent is attempting to combat unemployment 
and to stimulate the economy. He has sug­
gested a tax rebate of 12% on 1974 Income 
and tax reductions for this calendar year, 
amounting to approximately $16 billion. His 
overall recommendations call for deficit 
spending of $35 billion for the current year 
and $52 billion for the next fiscal year. While 
this projected deficit is unprecedented in 
peacetime, it still is conditioned upon the 
imposition of an import tax on oil, rescession 
of a number of spending programs enacted 
by Congress in the past &nd no new spending 
programs outside of the energy field. How­
ever, the Congress has indicated that it will 
not impose an import tax on oil or rescind a 
number of spending programs and that it 
will enact new programs as illustrated by a 
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new $5.9 billion employment appropriations 
act already passed by the Honse of Rep­
resents. tives. 

While the President's recommendations ·are 
extremely intlationary, in view of an existing 
$500 billion national debt, the tax blll under 
consideration in the· Congress a.nd other 
measures would increase the deficit substan­
tially this year and could result in a deficit 
approaching $100 blllion next year. While 
there is no doubt that a. stimulus is necessary 
for the economy, a deficit anywhere near the 
amounts presently under consideration could 
turn what is hoped to be a. temporary condi­
tion in to a long time period of lntla tlon. The 
ta.x rebates of $100 to $200 will be quickly 
dissipated by higher prices on various items 
purchased a.t the market place. 

I frankly believe that there has been an 
overreaction to the serious economic condi­
tion with which the country is confronted 
and believe that measures can be taken to 
'stimulate the economy which will not have 
such far-reaching detrimental effects as those 
now under consideration; for example, a. com­
bination of investment tax credits, release of 
all impounded highway funds, relaxing of 
business regulations and laws that limit the 
capacity of private industry to meet our en­
ergy needs. Illustrations that the free eco­
nomy is still working are the response of the 
stock market to the decrease in the prime 
interest rates by the Federal Reserve, and the 
increase in new car sales when rebates were 
established. It also appears that the automo­
bile industry is responding to price resistance 
and energy shortages by tooling up for the 
manufacture of smaller cars. However, we do 
have serious economic problems and I would, 
of course, welcome any suggestions you may 
have to meet these problems, especially from 
those who have expertise in the ~conomic 
field. 

LORTON PENAL INSTITUTIONS 

As you know, the L01·ton Penal Institutions 
have been a festering sore in Northern Vir­
ginia for many years. These facilities con­
tain inmates from the District of Columbia 
even though they are located in Fairfax 
County, Virginia.. I have sponsored legisla­
tion in the past to transfer jurisdiction over 
the facility to the U.S. Bureau of Prisons but 
after consultatiQn with Attorney General 
Levi, the Library of Congress and the Senate 
Legislative Counsel, have prepared and in­
troduced a measure to provide for the sale 
of all of the District of Coiumbia property 
lil the Lorton-Occoquan area and for the 
establishment of suitable replacement facili­
ties within the District of Columbia. The 
physical transfer of existing institutions from 
Virginia to the District of Columbia will, of 
course, eliminate the problem of having a 
prison complex located in one state and 
administered by another jurisdiction and ap­
parently is the only way to permanently re­
move friction between the two jurisdictions. 

A report prepared by the General Account­
ing Office last year lists 141 escapes among a 
prisoner population of 2,040. There are nu­
merous accounts of assaults on guards by 
lnmates and attaclcs on other inmates. In re­
cent years five violent deaths have occurred 
in the complex including the murder of a 
26-year old Lorton guard. The situation is 
so serious that recently the Fairfax County 
Board of Supervisors instructed attorneys to 
seek relief in the courts. The Virginia General 
Assembly has overwhelmingly passed a reso­
lution calling for the transfer of the facilities 
to the Department of Justice. 

Under our proposed legislation, the D.C. 
Government would have an opportunity to 
design and establish a new prison complex 
to meet its requirements. A $40 million jail 
currently is planned for Washington, and 
$60 million was appropriated by Congress in 
1972 for improving D.C. Penal Institutions. 
These funds as well as proceeds from the 
sale of the Lorton:..occoquan property should 
be more than sumcient to establil>h new fa­
cilities in Washington. 

Should the District Government fall to 
provide a suitable replacement for Lorton, the 
Attorney General would have authority under 
my b111 to cause one to be constructed or to 
disperse the Lorton inmates throughout the 
Federal prison system. It is expected, how­
ever, that passage of the legislation would be 
sufficient incentive to cause the District of 
Columbia to establish substitute facilities 
of the nature it considers necessary to care 
for its own prisoners. 

AMEJUCAN BUSINESS DAY 

The Judiciary Committee has approved, 
and the Senate has passed my proposal to 
designate May 13 as "American Business 
Day." It seems appropriate that one day be 
set aside to honor contributions made by 
private enterprise to the economic and social 
well-being of the country. The business com­
munity has expressed its support for such a 
measure which passed the Senate last year 
but was not acted upon by the House. The 
founding of Jamestown on May 13, 1607, by 
the Virginia Company of London is a land­
mark of history for America, in my opinion, 
and is an early example of the contribution 
of business to the welfare of the country. It 
is hoped that the House will join the Senate 
in favorable action on this joint resolution 
and designate May 13 as a time to pay tribute 
to the American system of free enterprise. 

VISITING CONSTITUENTS 

As you know, we recently spent a week 
visiting constituents in western and south­
western parts of our State and did appreciate 
those individuals who stopped by to share 
their concerns. The trip was quite bene­
ficial, and preliminary plans call for similar 
visits in Staunton, Lynchburg and Rich­
mond, probably within the next six weeks 
or so. 

COAL 

As you know, coal is our most abundant 
source of energy and it is estimated that we 
have something like a 500-year supply in this 
country. However, the Senate, a few days 
ago, passed a Surface Mining Control Act to 
establish national standards for strip mlnlng, 
even though such regula tlons in the past 
have been left to the States. The Virginia 
General Assembly enacted legislation at its 
last session to provide safeguards, the third 
time the State has acted in this field in the 
past few years. 

Many Virginia coal operators have indi­
cated that the Senate measure may well shut 
down or cripple small mining operations and 
eliminate jobs in the mining industry at a 
time when unemployment is increasing. All 
of us, of course, want to preserve natural 
beauty and to have a clean environment. 
However, we must avoid placing the business 
community in a straitjacket and must realize 
that aesthetic values are not a substitute for 
energy and cannot be used to heat our homes 
or commercial enterprises. A balance between 
the need for energy and a clean environ­
ment appears desirable. Oopies of my own re­
marks on the Senate tloor in opposition to 
this blll are available upon request. 

We have also introduced two amendments 
to the Clean Air Act that would ease some of 
the overly stringent restrictions on coal. One 
proposal would allow industry and city­
owned utilities to use various emission con­
trol systems to abate pollution rather than 
requiring expensive antipollution control 
equipment. In addition, the amendment 
would delay the deadline for meetina na­
tional air quality standards from power 
plants while further technical and scientific 
research on the mater is pursued. Another 
measure would clarify the intent of Congress 
with regard to the so-called nondegradation 
policy of clean air areas. The Supreme Court, 
in effect, has held that factories and other 
facilities cannot be built in rural areas if it 
is found tp.ey wmJ.ld "significant ly" deteri­
orate air quality. My proposal would allow 
the national air quality standards established 
to protect public health and welfare to pre-

vall throughout the country, without 'Un­
reasonable limitations on -such development 
in rural and other clean air areas. It would 
prevent standards more stringent than the 
national ones and allow industry to locate 
anywhere in the country. 

VETERANS DAY 

The Senate recently passed and sent to 
the House of Representatives a bill to redes­
ignate November 11 of each year as Veterans 
Day and make it a legal holiday. Certainly 
this is a matter that has received consider· 
able support since the law was changed a 
few years ago and major veterans groups 
have testltled before our Veterans' Affairs 
Committee and Judiciary Committee in favor 
of such a change. Since enactment of the 
so-called Monday holiday law, it is under· 
stood that 42 States, including Virginia, have 
acted to restore the observance of Veterans 
Day to its traditional date. As you know, 
historically November 11th was celebrated 
as Veterans Day because on that date the 
armistice was signed, ending World War I; 
and it seems appropriate that we should 
bring the Federal law into conformity with 
the majority of our States by restoring Vet­
erans Day to its original date. 

PAMPHLET AVAn.ABLE 

A 36-page pamphlet, "You, the Law and 
Retirement," has been prepared by the Ad· 
ministration on Aging. It may be of particu­
lar interest to senior citizens, retirees, or 
those contemplating retirement. A limited 
number is available upon request through 
the office. 

HOME INSULATION 

There has been an increasing awareness 
by all Americans of the need to conserve 
energy and expand existing sources of energy 
and develop new ones as we work toward a 
goal of energy self-sufficiency. Turning down 
the thermostat in our homes, driving less 
and at reduced speeds are examples of indi­
vidual efforts that appear to be working. Yet, 
a need to stimulate individual initiative in 
this regard exists, and we introduced a meas­
ure a few days ago to help encourage persons 
to make energy-saving improvements to their 
homes. 

The proposal would provide a tax credit 
up to 20 percent for addition insulation, for 
installation of storm doors and windows and 
weatherstripping for those individuals who 
make such improvements during tax years 
1975, 1976 and 1977. Any person who invests 
$500 or more would be eligible to receive a 
$100 tax credit at any time during this three­
year period. 

Federal energy officials tell us, for example, 
that up to 20 percent of the energy used in 
our homes is wasted through inadequate in­
sulation. It has been estimated that more 
than 18 million homes are contributing to 
this waste of energy, and hopefully this legis­
lation would provide incentives to the home­
owner or tenant to make these energy and 
cost-saving improvements to their homes. A 
copy of my tloor statement upon introducing 
this measure is available upon request. 

MISCELLANEOUS BILLS 

·we haYe sponsored or cosponsored anu m· 
ber of legislative proposals during the first 
s:ssion of the 94th Congress. Among them 
are measures to--

Encourage individual savings an d stimu­
late housing construction by excluding the 
first $500 of interest on savings from taxa­
tion; 

Transfer jurisdiction from the Federal 
courts to State courts regarding issues and 
controversies involving the public schools; 

Establish orderly procedures for renewal 
of broadcast license applications; 

Prohibit distribution of food stamps to 
strikers; 

Provide for separate offense and consecu­
tive sentencing for felonies involving use of 
firearms; 

Remove the anti-trust exemption for labor 
union activity; 
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Permit nondenominational prayers in pub- and rising production costs on the one hand 

uc buildings; and unprecedented drops in prices received 
Provide tenure for Federal judges, subject on the other. Never before in modern times 

to renomination and reconfirmation every have most farm prices fallen so precipitously 
ten years; a.s in the last 100 or so days. 

Limit the size of trial juries in U.S. to six Never before have farmers been so unpro-
jurors; tected against so many uncertainties-

Restore posthumously full rights of citi- the uncertainties of price 
zenship to General Robert E. Lee; the uncertainties of costs 

Retain full sovereignty by the U.S. over the uncertainties of production supplies 
the Panama Canal Zone; and the uncertainties of weather 

Prohibit forced assignment to schools or the uncertainties of government action or 
jobs because of race, creed, or color. inaction 

soMETHING TO PONDER the uncertainties of international develop-
. ments. 

We are told spending by the government If farmers are to produce for empty atom-
is roughly $1 billion a day, an incre~ in achs and empty grainaries as they have been 
the national debt of approximately $1 ~nllion required to do by their governtn&nt, it is 
a week. Sometimes these figures are difficult only fair and logical that the government 
to gra.c;p. ' should share in these uncertainties. 

How much. is a bllliC!n dollars? Someone Specifically, farmers need meaningful price 
has put it thlB way: If one started spending protection. Such action is imperative now 
$1,000 a day at the time of the birth of as farmers plan and plant their 1975 crops, 
Christ and spent this amount every day to give them confidence and make possible 
from then until the present time, 1975 years, abundant harvests for our hungry world. 
he would still have more than 750 years to Likewise consumers deserve adequate sup­
go before spending $1 billion. . plies of food at reasonable and stable prices. 

Thus, we support and urge prompt action 
by the House, the senate and the President 

EMERGENCY FARM PROGRAIVI on emergency legislation along the lines of 
LEGISLATION H.R. 4296 as reported by the House Agrtcul-

Mr. HARTKE. Mr. President, the se- ture Committee. 
For 1976 and beyond the National Farm 

riousness of the problems facing Ameri- coalition urges congress to develop a long-
can farmers cannot be avoided any fur- range program that wtll enable farmers to 
ther by this Government. Net farm in- produce adequate supplies of food for con­
come in 1974 dropped 16 percent from the sumers at home and for export markets over-
1973 record, and the current outlook sug- seas. Specifically, we urge Congress to up­
gests an even larger decline for 1975. date and modify the provisio~ of the Agr::i­
Commodity prices remain under down- culture Consumer and Protect10n Act of 1973. 

ward pressure, while costs of far~ in- ; ~;eisal~~eaa~Y t~~! ~~e d;:v~~~:s t~~ l~~~sA~; 
puts continue to increase. So;IDe Items . economic conditions that this nation and 
are at an ~lltime high. the world are now enduring. 

Economic forecasts from the P~rdue A new food and agricultur-e act must assure 
University Agricultural Extension De- · adequate price and income incentives for 
partment show that both com and soy- farmers and ranchers. It should be predicated 
bean prices are in a downward trend. on the goal of parity returns for resources 
Sharply lower cattle feeding rates have used in agriculture with those used in other 

d t . · d d h segments of the economy. The targets and 
weakened omes lC gram ema~ . muc goals of the legislation should be expressed 
faster than previously antiCip~ted. in terms of parity prices. While this concept 
Wheat prices have dropped substantially. is not perfect, it is, nevertheless, the most 
In February, crop prices averaged 14 per- accurate and well-known indicator of the 
cent below a year earlier and livestock cost-price relationship in the agriculture in-
prices were down 21 percent. Livestock dustry. . 
producers had to cope with the most se- Further, we urge Executive and Leg1sla-
. fi i 1 d.-A'; ult· · quarter tive Branches to work together to develop 

rmus nanc a l.luC Ies m a and enunciate along-term national food pol-
of a century. . . icy. such a policy should be consistent with 

The farmer is demanding that action the free enterprise system and contain a ra­
must be taken now to prevent any fur- tlonal approach to the production and dis­
ther erosion in the economic situation tribution of the food equation. The policy 
facing the agricultural sector of the would of necessity encompass all of the 
economy. A national coalition repre- demands-domestic and i_nternational, com­
senting 13 farm organizations and a ma- merclal and humanitarian, as well as to 
jority of farmer~ in 4~ States, held ~n as;~e :-g~d~~~;: f:d ~;~Ely~nd maintain 
emergency meetmg on March 10 m ma1·kets on a continual and uninterrupted 
Washington and unanimously approved basis. This should be accomplished through 
the following statement, which expresses discussions and international forums that 
the obligation of Congress. lead to bilateral and multilateral arrange-

Mr. President, I ask unanimous con- menta which recognize the needs of domestic 
sent that the statement of the National producers. 
Farm coalition on Emergency Farm Pro- we urge the use. of farmer-elected com-

gram Legislation be printed in the :!te!~~~~t~a~~~mo'r a~tt~~~i~~~ib}:r: 
RECORD. programs. 

There being no objection, the state-
ment was ordered to be printed in the 
RECORD, as follows: 
STATEMENT OF THE NATIONAL FARM COALITION 

ON EMERGENCY FARM PROGRAM LEGISLATION, 
MARCH 10, 1975 
A National Coalition representing 13 Agri­

cultural organizations and the majority of 
farmers in 49 states held an emergency meet­
ing today in Washington and unanimoi1sly 
approved the following: · 

Farmers have long experienced tough eco­
,.nomic times. But seldom, if ever, have they 
been so severely squeezed between inflation 

LIST OF SIGNATORIES 
Don Woodward, National Associaton of 

Wheat Growers. 
Charles Duzan, United Grain Farmers. 
Robert L. Melbern, National Association 

of Farmer Elected Committeemen. 
Charles D. Colvard, Cooperative CouncU 

of North Carolina. 
Alfred Schutte, Webster County Farmers 

Organization. 
A. W. Athong, Jr., Grain Sorghum Pro­

ducers Association. 
DeVon Woodland. Nation.aJ Farmers O~g~-

ni2ation. · 

Edwin d. Marsh, National Wool Growers 
Association. 

Joe Sugg, National Peanut Growers Group. 
John Curry, National Corn Growers As­

sociation. 
Fred V. Heinkel, Midcontinent Farmers 

Association. 
John W. Scott, National Grange. 
Patrick B. Healy, National Milk Producers 

Federation. 

MIHAJLO MIHAJLOV 
Mr. JACKSON.' Mr. President, the se­

vere sentence imposed in Yugoslavia last· 
month on Mihajlo Mihajlov, the writer 
well-known for his commitment to his 
country ·and his brilliant and principled 
political dissent, was a deep disappoint-

·. ment to those; of us who have come to 
regard Yugoslavia as an independent 
country not indifferent to the human di­
mension of social development. The 
sentence of 7 years at hard labor, handed 
down after an elaborate show trial, was 
Mihajlov's fourth and harshest sentence 
in 10 yea.rs for publishing his views in 
the Western press. 

In response to the presiding judge who 
described Mihajlov's sentence as a warn­
ing "both personal and general," I would 
say that our concern for Mihajlov's fate 
is "both personal and general." Mihajlov 
has earned wide respect in the West, par­
ticularly in the academic and literary 
communities which have been so active 
in his behalf. · 

On March 10, the Committee on Hu­
man Rights sponsored a demonstration 
in Washington, D.C., 1n support of 
Mihajlov, led by his sister, Mrs. Maria 
Mihajlov Ivusic, who is an American 

· citizen. That same ·day, I had the great 
privilege of meeting Vladimir Maximov, 
the renowned Soviet author who was 
forced to leave the Soviet Union last year. 
As we talked in the Senate, a statement 
by Maximov was being read at the dem­
onstration. Among the many expressions 
of concern for Mihajlov, Maximov's is 
perhaps the most moving and relevant. 

Mr. President, I would like to call the 
Maximov statement to the attention of 
my colleagues and I ask unanimous con­
sent to have it printed in the RECORD. 

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

MARCH 14, 1975. · 
STATEMENT BY VLADIMm MAxiMOV* 

Seven yea.ns of imprisonment for civic hon­
esty. For spiritual and moral consistency. For 
his lack of fea.r. Even the kangaroo courts of. 
contemporary Russia seldom boast of such 
sentences, and in Russia they don't stand on 
ceremony with dissidents. The so-called 
Yugoslav "liberals" are trying to outdo their 
masters as ideologically loyal subjects. 

But having condemned one of the most 
remarkable men of our time, they have first 
of all condemned themselves. Totalitarian­
ism, disguised as "people's democracy," has 
once again shown its bestial, inhuman es­
sence, has once again demonstrated before 
the whole world the immutability o! its 
nature, methods, and goals. 

For us, the representatives of Russian cul­
ture, the name of Mihajlo Mlhajlov is in­
separably linked with its rebirth and de­
velopment. His talented work dedicated to 
the literature of contemporary Russia. hla 

. whole-heartedly courageous defense of Solz· 

*The author of "The Seven Days of Crea~ 
· tlon" and other works. 
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henitsyn, Sinyavsky, Daniel, Glnsburg, and . which heroin addicts are weaned off their 

' Galanskov, his sensitive sharing witl! us of . heroin dependence .on methadone and hailed 
our affairs and problems,_ a~ th~s _gives us as cured. Yet many of them are as addicted 
the full right to consider Mihajlo Mihajlov as to a narcotic as they were ln the first place. 
belonging to Yugoslav and Russian culture to The proved fact that methadone is as paten­
an equal degree. He is our friend, our broth- tially addictive and dangerous as heroin is 
er-in-arms, and our pride! apparently ignored. 

We are often told that people like Mihajlov, In 1971 it was noted that the death rate 
Solhenitsyn, and Sakharov are an insignifi- by methadone poisoning was up 800 percent 
cant minority in the totalitarian world. But in New York City. In 1974, the New York 
in all times it was individuals who went to Times reported that methadone poisoning, 
the scaffold, but, fortunately, it was exactly "virtually unknown only a few years ago, 
they, those individuals, who determined the killed nearly twice as many people as heroin 
face of the epoch. in New York last year, according to a con-

The judges of Mihajlov will be just as fi.dential report by Dr. Dominick J. DiMaio, 
fngloriously forgotten as were the ju~ges of the city's acting chief medical examiner." 
Socrates, but the name of this great son of The heroin-methadone substitution di-

- the Russian and Yugoslav peoples will re- lemma is not an isolated example. Demerol, 
main forever for our grandchildren as a another. substitute for opiates, was allegedly 
heroic symbol of our tragic and violent, but nonaddictive when it was first placed on the 
beautiful times. marke~. Unfortunately, many licensed physi-

We are always with y~~· .l'1ihN~O ~fihajlov t cians believed their own propaganda and 
wound up as one of the largest single groups 

A SKEPTICAL LOOK AT .AMERICA'S 
DRUG PROBLEM 

- . 
Mr. HARTKE. Mr. President, the 

problem of drug abuse in this country is 
constantly growing more serious. One 
of the most difficult aspeets of this prob­
lem is disseminating accurate informa­
tion to the general public on the various 
kinds of drugs and their ·effect. After all, 
there are many drugs used for medicinal 
purposes that relieve suffering and pro­
long life. Others, however, can control 

· an individual and possi'Qly ruin his life. 

of Demerol addicts in the country. 
Unhappily, this sort of thing frequently 

occurs. We live simultaneously in a sea of 
drugs and in a sea of misinformation about 
them. Both the superabundance of drugs 
and misinformation about them-and much 
of the resulting abuse-is not something 
which just happens. It is in large part a di­
rect result of what is conside1·ec1 to be the 
legitimate drug industry. 

The people really making big money on 
drugs are not kids dealing marijuana and 
p1lls to each other in high school corridors, 
or even the urban dope pushers feared by 
middleclass Americans. The real money in 
drugs is being made by pharmaceutical 
houses. It was reported in recent Congres­
sional testimony that in 1971 they manu­
factured enough barbiturates for every man, 
woman, and child in the United States to 
kill themselves twice by overdose. 

There's another force making enormous 
pl'ofits on the country's appetite for drugs. 
The liquor industry, through clever advertis­

We live simultaneously in a sea of drugs ing and lobbying, has erroneously convinced 
and in a sea of misinformation about them. many people that alcohol is not a drug, even 

· Alan Boram, in an artiCle in Listen 
magazine, entitled ''A Skeptical Look at 
America's Drug Problem," attempts to 
explain some of the different kinds of 
drugs and clear up some of the myths 
and errors that have cropped up. As 
Bora-m states: 

Mr. President, I ask unanimous con­
. -sent that this article be printed in the 

RECORD: 
There being no objection, the article 

was ordered to be printed in the RECORD, 
as follows: 

A SKEPTICAL LOOK AT AMERIC.o\ 's DRUG 
PROBLEM 

(By Alan Boram) 
Anyone who works around people with 

problems is constantly exposed to a great 
deal of anxiety about drugs. Even if their 
own kids aren't using drugs, parents may be­
come nervous, for example, when the Presi­
d&nt of the United States declares drugs as 
••public enemy number one." 

It is generally agreed that_Ameri(la in 1975 
· 18 somewhat of a drug culture.' Many drugs 

are used for me.dical purposes to relieve suf­
fering and prolong life. On th& oth~r hand, 

_chemical advanc~s have made ot;4er drugs 
available so that many people.;run the rl~k of 
depending on them, instead of merely being 
treated by them. _ . 

The real question in the drug picture is 
rapidly becoming the confusion as to. which 
are the so-called "good" drugs and which 
·are the "bad" ones. The common definition 

· of a "bad" drug is any drug which can be 
·~ abused to the _ user's detriment. However, 

this generality inaltes the oonrusion greater, 
since theoretically · any · drug-riQ ·matter 
what its source--can be abused. 

Mental health authorfties 'frequently run 
intO situations in whlcli people get into 
trouble with drugs and· then' ot~er drugs ·a.re 
prescribed supposedly to alleviate the jirob­
·Iem caused by drugs 1n the first place. 

A classic example of this substitution is 
the methadone maintenance experiment, in 

though it is one of the most poisonous and 
habit-forming on-es around. 

In the last few years drugs have been 
categorized into soft and hard ones, with the 
former supposedly being relatively harmless 
and the latter dangerous. In most cases­
with the exception of marijuana--soft drugs 
are the ones which profit legitimate sources 
such as the medical profession, which pre­
scribes them, and large pharmaceutical 
houses, which manufacture them. Hard drugs 
are generally sold on an 1llega.l basis. Or to 
put it another way, soft drugs are usually 
the ones advertised and marketed legally. 

But the dl1ference in the danger of hard 
drug abuse and soft drug abuse may not be 
that great. Let's compare what is considered 
to be the hardest drug, heroin, and stack it 
up against the most respectable one, alcohol. 

Heroin is dangerous because the body 
comes physiologically to crave the drug, and 
the user progressively needs increasing 
amounts of it to achieve the effect he wants. 
This means that the addict feels he needs 
heroin to survive. and he needs mol'e and 
more of it and will do anything to get it. 
The eventual result· is as much a social and 
criminal problem as a. chemical one because 
of the lengths to which the addict will go 
to obtain the drug. Since heroin can be ob­
tained only illegally, the addict's efforts to 
continue his habit are criminal in nature. 
This aspect of heroin -addiction may be more 
dangerous than -its chemical properties. 

According to New York maga.zine;many fa­
talities connected witll heroin occur because 
of crime connected with the underworld na­
ture of . the drug. Those who die of over­
doses frequently d ie actually from battery­
acid m· -rat-polson surreptitiously cut in with 
the drug, or from a dose which is much 
higher than they anti<'ipated. 

Heroin is marketed illegally, so there is no 
standard dose. Each time a person uses the 
drug he must make a guess which can be 
fatal. If the criminal aspect of. hel'oin u se 
were removed, some think that a lot of t he 
dangerous qualities of its use might disap­
pear or be reduced. 

The alcoholic may suffer seizul'es, delirium 
tremens, and may even die dw·ing the with~ 
drawal process. The longer a person has·been 
a.n alcoholic, the worse physical condition he 
is in, and much of it cannot be l'eversed. 

Alcohol affects every cell of the body. This 
drug, which is legal, is destructive t o t he 
brain, the liver, the gastrointestinal tract, 
the pancreas, and the whole stl'ucture of t h e 
central nervous system. In addition, aicohol 
is an anesthetic, which means that it eases 
mental and physical pain, including pain it 
causes iu the first place, thus leading to a 
fals& sense of well-being. An aicoholic can 
fool himself that he is really OK, while actu­
ally he is drinking himself to death. By nos­
ing himself with increasing amounts ot the 
drug, the alcoholic can delay an awareness 
o:f the fact he is killing himself unt il it 
is virtually t oo late. 

We hear very little about the negative 
possibilities of alcohol use. The media. reports 
about the war on heroin or other drugs, at 
the same time running slick, glib advertise­
ments encouraging people to drink alcohol. 
One company suggests unwinding with their 
product after a day's work. But if people 
can't handle an everyday activity such as go­
ing to work without depending on a drug 
t o cope with it, they're really in t rouble. 
Another company advises people to buy their 
whiskey in a six-pack, which costs about 
$75. And one refers to a bottle of its bourbon 
as an "old friend of the family,'' which isn't 
very logical when there are millions of seri­
ously ill alcoholics in this country alone, and 
alcoholism is the third greatest killer in the 
United States. 

Alcohol versus heroin presents the st ark­
est contrast in comparing drugs supposedly 
at opposite ends of the spectrum. But thel'e 
are plenty of other examples of the illogic 
with which we regard drugs. Marijuana is 
illegal, and many people have paid deal'ly 
to learn this. But a drug like Va.liu~ is legal. 
It can be obtained by prescription from al~ 
most any doctor, and it is found in the :inedi~ 
cine cabinets of countless families. Valium 
is a drug which relaxes the muscles, con­
sequently a person can get into the habit 
of using it and depending on it for a. sense 
of well-being. Because the user gets accus­
tomed to having his muscles continuously 
sedated or relaxed on an artificial basis, when 
the drug is withdrawn after long-term use, 
the person feels as though his muscles and 
nerves are going to jump out of his skin. 
The problem of withdrawal is complicated 
by t he fact that it is so easy for the person 
to alleviate the agony of the process by goh1g 
to a doctor and getting a legitimate pre­
scription for the drug or some substit u te. 

Barbiturates-the sleeping-pill family-. 
are legitimately manufactured in abundance 
and can be obtained rather easily through 
prescription. They are highly addictive and 
very popular among the young. It is not 
unusual to find kids taking twenty to thh·ty 
Quaaludes a day and still be standing. This 
is very near the lethal dose, and if taken 
in conjunction with alcohol can be fatal. 
The user takes the pills, fights off the urge 
to go to sleep, and then finds himself in a 
euphoric stupor. Many young users get a t 
least part of their supplies from their par­
ents' medicine cabinets. 

Tile public appetite for drugs is increas­
ing as the situation becomes more complex 
and confusing. It is recognized that a drug 
problem exists. But at the same time, we're 
w·ged to resort to chemical alternatives every 
time something doesn't go our way-and we 
are urged to celebrate chemically when some­
thing does go our way. This kind of thinking 
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1s the dangerous thing about drugs, not 
necessarily the drugs themselves. 

HEALTH CARE AND EDUCATION: 
ON THE THRESHOLD OF SPACE 
Mr. HUMPHREY. Mr. President, con­

cern over geographic maldistribution of 
physicians has stimulated unusual and 
innovative responses to these problems. 
The Department of Health, Education, 
and Welfare has recently conducted ex­
periments in advanced telecommunica­
tions techniques to deliver health care 
and medical education to populations 
where these services are scarce. 

This problem was attacked from two 
directions: First, training physicians so 
that their under- and post-graduate ex­
periences will be rooted in rural Amer­
ica, and second, finding acceptable sub­
stitutes for the physical presence of 
highly qualified physicians and teachers 
of medicine. 

An area in central Alaska was chosen 
as the site for the experimental use of 
the ATS-1 satellite communications in 
health care delivery because of its inac­
cessibility and HEW's responsibility for 
the care of the Indians in the area. 
Prior to the development of the satel­
lite, local community health aides com­
municated health care problems to pro­
fessionals by two-way radio. The in­
crease in radio contact stimulated by the 
satellite communications improved the 
paramedics' abilities by permitting more 
complete consultation with public health 
service physicians in central Alaska. 

The AT-6 communications satellite 
experiment was designed to facilitate 
rural health care deliver:ye in the Pacific 
Northwest and to allow the teaching 
staff at the University of Washington 
School of Medicine in Seattle to com­
municate with students and teachers at 
the University of Alaska in Fairbanks. 
The use of television equipment allowed 
clinical consultation by the faculty as 
well as complete classroom based 
activity. 

An evaluation of these experiments 
will be made to determine whether the 
students have gained "meaningful ex­
perience" from preparing and present­
ing cases by way of satellite and to find 
out whether adequate evaluation of the 
student's progress can be made. 

I commend to the attention of my 
colleagues a recent article by Mr. Albert 
Feiner which describes the procedures 
and results of these experiments. 

Mr. President, I ask unanimous con­
sent that excerpts from "Health Care 
and Education: On the Threshold of 
Space" be printed in the RECORD. 

There being no objection, the excerpts 
were ordered to be printed in the REc­

ORD, as follows: 
HEALTH CARE AND EDUCATION: ON THE 

THRESHOLD OF SPACE 

Audio and video satellite communications 
are being used experi.IDentally for health care 
and education in Alaska. ALBERT FEINER. 

It is not universally agreed that there is an 
absolute shortage of physicians, but it 1s so 
agreed that there exists a maldistribution of 
medical services that leaves many millions 
of Americans with minimal or no primary 
health care. The problem must be attacked 
from two directions 1f the situation is to be 
alleviated: physicians must be trained so 
that their undergraduate and postgraduate 

experiences will be rooted in rural America, 
and acceptable substitutes must be found 
for the physical presence of highly quallfied 
physicians and teachers of medicine. The 
Department of Health, Education, and Wel­
fare (HEW) has examined both approaches 
to the problem and recently, at the Lister 
Hill National Center for Biomedical Com­
munications, a part of the National Library 
of Medicine, scientists have been exploring 
the possibility of using advanced telecom­
munications techniques to deliver health 
care and medical education to populations 
where these commodities are scarce. 

THE ATS-1 MEDICAL NETWORK 

Since 1971, the Advanced Technology 
Satelllte (ATS-1) launched by the National 
Aeronautics and Space Administration 
(NASA) has been used in a program for de­
livering health care to rural populations in 
Alaska.1 The Tanana Service Unit in central 
Ala.s~a. an area about the size of Texas, was 
chosen as the first experimental site because 
of the nature of the terrain and climate and 
because the Indian Health Service, a sister 
organization at HEW, has responsiblllty for 
the well-being of all Alaskan Indians. The 
majority of the native population 1s scat­
tered in some 200 villages over the length and 
breadth of the state. Seven health service 
units, each with a service unit hospital, serve 
these villages. The major hospital to which 
patients are referred is located in Anchorage. 
Primary health care in the villages is ad­
ministered by a community health aide who 
has received up to 16 weeks of training by 
the Public Health Service (PHS). The health 
aide's tools are a basic drug kit, a manual, 
and a high-frequency (hf) radio that may 
be used to contact a PHS physician on a 
daily schedule and In times of emergency. 
The hf radio is plagued by ionospheric Inter­
ference that causes periods of "blackout" (no 
communications) which can last for days. 
This unreliabl11ty has caused much stress 
among patients as well as health aides and 
has resulted in very infrequent use of the 
radio. 

Earth stations for satellite communications 
have been installed in some 26 villages, most 
of them in the Tanana District. The ATS-1 
communication satellite is used to relay voice 
consultation between health aides and the 
PHS physicians at Tanana. A single simplex 
narrow-band channel is used, which means 
that only one person at a time xnay talk. 

When the satelllte communication system 
had been in operation for 1 year, results of 
the program were analyzed.2 Villages with 
satellite communication stations showed a 
400 percent increase in radio contacts com­
pared to those same villages (and to villages 
not included in the program) prior to the 
installation of the earth stations, a difference 
which is statistically signlflcant despite the 
fact that only 13 villages were involved in 
the analysis. As would be expected, the num­
ber of satellite-conducted discussions with 
physicians increased correspondingly, Al­
though this Increase does not in itself guar­
antee that better health care was provided, 
both health aides and doctors were convinced 
that the quality of care did improve. 

In this same area of Alaska a number of 
experimental educational programs have also 
been initiated. A lecture has been trans­
mitted from the medical school at the Uni­
versity of Washington, Seattle, to medical 
students in basic genetics at the University 
of Alaska; approximately 22 nurses in small 
clinics throughout Alaska regularly "attend­
ed" a 3-month course on coronary care; and 
the National Education Association ha.s 
sponsored a three-credit course by the Uni­
versity of Alaska for teachers in t·ural areas 
of Alaska. 
THE ATS-6 SATELLITE AND GOALS OF CURRENT 

EXPERIMENTS 

Because the experiments with the AT8-l 
satelJ.ite have been so successful, the Health 

Footnotes at end of article. 

Resources Administration and the Health 
Services Adminlstration are now cooperating 
with the Lister H1ll National Center for Bio­
medical Communications to sponsor two ad­
vanced series of experiments with the AT8-6 
satellite (designated AT8-F before it went 
into orbit) that was launched at the end of 
May 1974.3 ~ In these experiments the ad­
vantages of wide-band communication serv­
ices such as video consultation are being 
explored. 

Before I discuss the details of the actual 
experiments now being conducted, it would 
be well to explain briefly why these experi­
ments are being performed and the promise 
they hold for alleviating some pressing 
health problems. 

The Indian Health Service operates anum­
ber of programs designed to provide better 
health care to populations living in the 
more remote areas of the United States. Local 
health aides and paramedical personnel are 
sent in to these areas and, to compensate 
for their somewhat limited training, they are 
given the support of highly trained physi­
cians who are located in more populated 
area:: and who consult with the paraprofes­
sionals by radio. While such voice consulta­
tion enhances the paraprofessional's abilities, 
in many instances the physician does not re­
ceive enough lnforxnation to enable him to 
provide complete instructions for the care of 
a patient's problems. Medical decisions must 
often, therefore, be delayed until the status 
of the patient changes, or the patient must 
be transported to a hospital or medical cen­
ter. Transportation to a medical facility is 
not only costly, but it may also cause trauma 
or family hardship; it might frequently be 
avoided if the physician had adequate infor· 
mation. 

Telemedicine, under controlled conditions, 
has been demonstrated to be an effective tool 
for providing the additional information re­
quired by physicians gillip.g support to para­
medical personne1.5 The AT8-6 satellite will 
provide the opportunity for testing the new 
technologies in an environment where re­
moteness and harsh climate have a major 
effect on communication and transportation, 
and it wlll therefore have a much greater 
impact on the delivery of health care. Infor­
mation will be gathered on the effectiveness 
of sophisticated technological support for 
minimally trained paraprofessionals and on 
the ab1lity of these people to use the tech­
nology effectively and with confidence.6 

The effectiveness of several configurations 
of health professionals and technology will 
be compared. At Fort Yukon a registered 
nurse will consult with physicians at the 
Tanana Health Service Unit Hospital by video 
and audio communication. Telemetry-for 
example, eletrocardiograms--can be sent at 
the physician's request and current patient 
medical records made available at both sites 
to assist in diagnosis and formulation of the 
treatment plan. At the clinic in Galena a 
health aide, or other professional, will have 
the same technological support as the reg­
istered nurse at Fort Yukon. In stlll another 
setting, a health aide will have access only 
to audio consultation with the physician and 
to medical record information. 

The Indian Health Service has stated that 
the purpose of these experiments will be to 
gather data to help test the following hy· 
potheses concerning the improvement of pa­
tient care. Telemedicine, when used in con­
junction with a good medical record system 
[in this instance the Indian Health Service's 
Health Information System (mS)}, will (1) 
affect patient movement in such a way that 
only those patients requiring physician serv­
ices will be transported to hospitals whlle 
those retained in the villages will still re• 
ceive adequate treatment: (11) enable treat­
ment of problems to begin at a lesser degree 
of severity; (lli) reduce the average time 
between detection and treatment of a prob• 
lem; (iv) reduce the percentage of patients 
lost to diagnostic, therapeutic, or follow-up 
programs; (v) reduce the number of visits 
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by specialists to remote villages; (vi) pro­
vide, by means of educational programming, 
a better understanding of health, health 
care, and the health delivery system among 
the native population; and (vii) enable pa­
tients to receive higher levels of consultation 
than would otherwise be possible and will 
in this way increase the sense of security of 
the native population. 

Telemedicine as a substitute for the physi­
cal presence of a physician represents one 
a-spect of alleviating the problem of deliver­
ing good health care to people in rural areas. 
However, it is also desirable to train physi­
cians in the rural areas where they are need­
ed, because studies have shown that where 
a physician receives his education has a 
major influence on where he will choose to 
set up practice.7 In the northwestern United 
States, Wyoming, Alaska, Montana, and 
Idaho do not have a medical school within 
their borders. For several years, in a program 
sponsored by the Health Resources Adminis• 
tration at the University of Washington, 
Seattle, attempts have been made to expand 
medical education into those states that 
have no medical school. Known as WAMI, 
an acronym obtained by taking the first let­
ters of the states of washington, Alaska, 
Montana, and Idaho, this program is designed 
to test the feasibility of providing young, 
aspiring physicians in the states without 
medical schools an opportunity to study 
medicine equal to that of their peers in 
other states.s 

In the AT8-6 experiments, the teaching 
staff at the University of Washington School 
of Medicine in Seattle will be communicating 
with students and teachers at the University 
of Alaska in Fairbanks. Curriculum experi­
ments will be conducted, and studies will be 
made of administrative conferencing (for ex­
ample, joint development of curriculum via 
video and audio interaction, interviewing ap­
plicants for admission to the University of 
Washington School of Medicine by faculty 
at both the remote and on-campus sites), 
and of computer-aided evaluation of student 
performance. 

In relation to basic science education, at­
tempts will be made to determine the follow­
ing: (i) whether satellite-mediated teach­
ing is academically effective, is acceptable to 
students and local and peripheral faculties, 
evokes meaningful student-faculty interac­
tions, is effective in reducing the sense of 
isolation experienced by students and periph­
eral faculty, and assists local and peripheral 
faculty in clarifying educational objectives. 
(ii) In the computer-aided evaluation of 
student performance, will the satellite com­
munication system facilitate the expansion 
and standardization of selected areas of the 
curriculum at the peripheral institutions, 
and will the accessibility and reliability of 
the system be sufficient to permit effective 
student interaction and faculty evaluation 
of progress made in specified areas of learn­
ing? 

In studies of undergraduate clinical educa­
tion and of continuing medical education, 
faculty at the University of Washington and 
students in clerkships under the tutelage of 
clinicians at Omak, Washington, will partici­
pate. Students Will make case presentations, 
and these will be followed by conferences 
and critiques. Case presentations concerning 
patients requiring specialist intervention will 
also be made by Omak clinicians. 

Attempts will be made to determine 
whether the students will gain meaningful 
experience from preparing formal cases and 
presenting them by way of satellite commu­
nication for analysis and critique; and 
whether such a system will permit adequate 
evaluation of the students' knowledge and 
progress in the care of patients. The experi­
ments will also indicate whether case pres­
entations via satellite are able to enhance the 
practitioners' ability to provide service, and 
whether the communication system can con-

Footnotes at end of article. 

tribute materially to the continuing educa­
tion of the participating faculty. 
TECHNICAL REQUIREMENTS FOR AT8-6 AND NET• 

WORK COORDINATION 

It was early in 1972 that the health agen­
cies of HEW joined with the Office of Educa­
tion to participate in the satellite communi­
cation experiments. The design of the experi­
ments was in large part dictated by the 
coverage that the AT8-F satellite would pro­
vide when launched.4 

Both health care delivery and medical edu­
cation experiments must take place in real 
time. Visual as well as audio interactions are 
conducted between students and faculty and 
physicians and other health professionals. 
Video and audio signals are transmitted from 
all participating sites (except the medical 
center at Anchorage) from one small earth 
station directly to the other small earth sta­
tions. It was recommended by NASA that 
the signals from the ground to the satellite 
(uplink) be centered at 2247.5 Mhz, because 
the AT8-F satellite was already equipped to 
receive at this frequency for another experi­
ment involving the relay of signals from low­
orbiting satellites. This frequency presented 
problems because it is located in a band as­
signed for military use. 

Through the cooperation of the Office of 
Telecommunications Policy, the Executive 
Office of the President, the Department of 
Defense, and other members of the Intra­
governmental Radio Advisory Committee a 
compromise was worked out. For the dura­
tion of the ATS-6 experiments, July 1974 
through June 1975, the earth stations in 
Alaska will be permitted to transmit at 
2247.5 Mhz on a noninterfering basis with 
the military services, and the two earth 
stations in Washington, Seattle and Omak, 
will use the commercial bands at 6 and 4 
gigahertz. This unusual arrangement re­
sulted in an unexpected dividend permit­
ting simultaneous two-way television inter­
actions between Seattle and Fairbanks for 
the basic science portion of the medical edu­
cation experiment. 

To coordinate the variety of health and 
education experiments, HEW established au 
AT8-F User Policy Committee which is 
chaired by the director of the Office of Tele­
communications Policy of HEW, and includes 
representatives from all the participating 
organizations. All the representatives main­
tained that the technology should support 
high-priority objectives and that the health 
professionals in the field should require no 
on-site assistance to operate the system. 
None of the "operators" from health aides 
to physicians and teachers, would have had 
experience with this kind of technology. 
Therefore, at the request of NASA, all ex­
periments were to be coordinated from 
"operational day 1" by a single entity that 
was also to be the sole interface with NASA. 
The experiments are now being coordinated 
(this includes positive control of all trans­
mitters) at a Network Coordination Center 
(NCC) located at Denver and managed by 
the Federation of Rocky Mountain States 
(the NASA interface) under contract to 
HEW. Schedule changes, preemption, indi­
vidual station performance monitoring, and 
reporting are some of the functions assigned 
to the NCC. 

The network began operation in July of 
this year. 

HEALTH CARE DELIVERY ExPERIMENTS 

The individual experiments are being con­
ducted within the network context and there 
is almost no intervention from the NCC. The 
Indian Health Service's health care delivery 
experiment is being conducted with five 
earth stations. The small clinics at Fort 
Yukon (population 425) are comprehensive 
stations, the examining rooms being out­
fitted with television equipment and capable 
of transmitting and receiving video and 
audio signals as well as psysiological data. 
Health professionals (aides or paramedical 
personnel ) present patients to the viewing 

physicians at the PHS Hospital in Tanana. 
This station is also a comprehensive one. 
Medical specialists in Fairbanks and at the 
Alaska Native Medical Center in Anchorage 
are available for consultation. Fairbanks is 
a comprehensive medical station, but the 
Alaska Native Medical Center is an intensive 
station and is not capable of originating 
video, although patients can be "seen" there. 
All sites can receive information about medi­
cal records via the ATS-1 satellite. Medical 
records of patients are retrieved from tlle 
Indian Health Service's data bank in Tuc• 
son, Arizona. 

The health care system is operated as fol­
lows: Tanana physicians contact villages and 
clinics via ATS-1 to discuss medical prob­
lems with the health professionals in the 
same way that they had been doing for the 
past 2 years. Patients in the clinics who 
might benefit from visual consultation are 
scheduled for video time with the ATS-6 
satellite. Emergencies may preempt sched­
uled video consultations. Patients are visu­
ally presented at comprehensive medical 
stations and appropriate management is rec­
ommended by the Tanana physician. Special­
ists in Fairbanks and Anchorage are con­
sulted if necessary. During the presentation 
of a patient, physiological information, such 
as that obtained by an electrocardiograph, 
may be sent simultaneously via any or all 
of the four aural channels associated with 
the television picture. Talk-back from the 
Tanana physician or other specialists to the 
presenting clinics is accomplished via ATS-1 
since simultaneous two-way transmission 
throu:::h ATS-6 is not possible in this mode. 
If the physician at Tanana deems it appro­
priate, he can terminate video transmission 
from the clinic and assign the ATS-6 chan ­
nel to Fairbanks or use it himself to demon­
stat"' some technique that would help the 
health professionals at the clinics to better 
manage their patients. During this period, 
the clinic talk-back mode is via the ATS-1. 
Upon termination of a consultation, the a t ­
tending health professionals prepare a report 
t o be mailed to Tucson where it is used to 
update the stored medical records. In the 
interest of privacy, the video and audio 
signals associated with all consultations are 
scrambled. Only the presenting clinic and 
consulting staffs are able to unscramble the 
information. All interactions for this exper­
iment take place in Alaslca. Three hours per 
week of video (ATS-6) communications and 
3 to 4 hours per day of audio and data com­
munications (ATS-1) are available. 

MEDICAL EDUCATION EXPERIMENTS 

Two aspects of medical education are being 
investigated: basic science instruction, and 
undergraduate clinical eduoation and con­
tinuing medical education. Students and 
peripheral faculty at Fairbanks, Alaska, and 
local faculty at the University of Washing­
ton, Seattle, are participating in the basic 
science t--::-ogram. Because both S-band and 
C-band portions of the satellite repeater can 
be activated simultaneously, it will be pos­
sible to compare the advantages of using 
one-way television and voice tallc-back inter­
action with those of using simultaneous two­
way television interaction. 

For the studies of undergraduate clinical 
education, third and fourth year medical stu ­
dents at remote sites receive local instruc­
tion from cliniciaP...s at Omak and television 
instruction from the medical faculty at Seat­
tle. Students are required to give both for­
mal, prepared presentations of patients and 
spontaneous presentations of new patients. 
The former presentations are of complex 
cases prepared in detail over a period of time. 
The latter presentations are followed by 
verbal discussions of the history and physi­
cal condition of the patients, the results ob­
tained by laboratory analyses, and diagnostic 
impressions and tentative treatment plans. 
In addition to student presentations, the 
clinical faculty at Omak can make presen­
tations of selected patients from Omak. Dif-



8206 CONGRESSIONAL RECORD- SENATE IJtlaTch 21,-1975 
ficult cases can be discussed with specialists 
in Seattle who can confer with them by video 
and audio communication. Both cllnicians 
and students then make decisions on patient 
care based on the consultative input. If de­
sired, the patient can also interact. 

SATELLITE EARTH STATIONS 

The ATS-6 earth stations were specifically 
designed to meet the needs of both the 
health and education programs. The AT8-6 
User Policy Committee established the types 
of characteristics of terminals to be devel­
oped and detailed specifications were write 
ten jointly by the Lister Hill National Cen­
ter for Biomedical Communications, NASA, 
and the Federation of Rocky Mountain 
States. It was realized from the outset that 
the stations should be designed so that they 
could be operated solely by the health pro­
fessionals and teachers without the help of 
on-site technicians. The system would be 
far too costly if each earth station had to 
have a full-time technician. A building­
block approach was used so the receive-only, 
intensive, and comprehensive stations could 
be assembled from a relatively few low-cost 
components. The hardware is (i) solid state 
throughout; (ii) has no high voltages; (iii) 
has relatively few circuit boards, so that 
first-level maintenance will consist of plug­
ging in boards until the defective one is 
found; (iv) has very few switches and ad­
justments; and (v) has simple go, no-go in­
dicators for critical voltages and signal levels, 
for example. 

CONCLUSION 

The studies described herein represent 
some of the most sophisticated social and 
technical experiments ever attempted in ed­
ucation and health care delivery. It is hoped 
that the lessons learned from them will 
bring us much closer to the goal of providing 
good quality health care and education in 
areas that are away from metropolitan cen­
ters. 
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COMMEMORATING HAYM 
SALOMON 

Mr. HUMPHREY. Mr. President, the 
U.S. Postal Service will issue a series of 
commemorative stamps on March 25, 

1975, honoring patriots of the American 
Revolution. One of these patriots, Haym 
Salomon, has been occasionally over­
looked by historians despite his heroic 
dedication to the Revolution and the 
cause of freedom. I would like to pay 
tribute to Haym Salomon and direct the 
attention of my colleagues to the out­
standing contributions of this great 
American. 

Haym Salomon was born in Lissa, 
Poland, in 1740, the son of Jewish­
Portuguese parents. As a youth he trav­
eled extensively throughout Europe, de­
veloping his linguistic capabilities and a 
fervor for politics. Returning to Poland 
at the age of 30, Salomon became active 
in the Polish independence movement. He 
soon was forced to leave the country and 
drifted to America where he opened a 
brokerage and commission merchant's 
business. 

Salomon's previous experiences with 
oppression and his zest for liberty led 
him to the revolutionary cause from 
which he never strayed. As a follower 
of the Revolution, Salomon quickly fell 
into disfavor with the British and was 
imprisoned on several occasions, begin­
ning in 1775. But, his multilingual 
talents enabled him to avoid internment. 
Employed as an interpreter by the 
British, Salomon used his position to 
foster dissension among the Hessian 
troops and encourage desertion. 

In 1778 Salomon was sentenced to 
death by the British for espionage ac­
tivities. He managed to escape, however, 
and set up an office as a dealer in bills 
of exchange and securities. Salomon's 
business prospered and he became a 
major financial backer of the new Gov­
ernment. He served as paymaster gen­
eral for the French forces in America, 
loaned huge amounts of capital to the 
bankrupt Government, and supported the 
Revolution with his general financial 
expertise. 

The financial help which Sa.Iomon con­
tributed to the Revolution reflected his 
unselfish devotion to the American cause. 
His liberal advances of specie and in­
vestment funds allowed the tenuous Gov­
ernment to remain solvent. In total, 
Salomon held Government obligations 
amounting to over half a million dollars 
which he never received. 

Even though he encountered serious 
financial losses, Salomon did not question 
the Government's large indebtedness to 
him. He continually served the American 
Government up until his death in 1785 
at which time his estate was worthless. 

The dedication to American ideals 
which Salomon constantly maintained 
is a model of patriotism. Called the "Good 
Samaritan" by some authors, he 
stretched far beyond his means and re­
sponsibilities to sustain the revolutionary 
efforts of the American Colonialists. 

I salute Haym Salomon. His gener­
osity and patriotism stands out as an 
example for all Americans which should 
not be forgotten. 

Our upcoming Bicentennial observance 
and the stamp commemorating Haym 
Salomon make this an occasion to re­
member and to redidicate ourselves to the 
. basic principles of our moral and polit­
ical life-the dignity of the individual, 
freedom of conscience, and the brother­
hood of mankind. 

RUSSELL E. TRAIN, "CONSERVA· 
TIONIST OF THE YEAR" AWARD 
Mr. HOLLINGS. Mr. President, re­

cently it was my privilege and pleasure to 
hear a very forceful address on conserva­
tion and the environment. It was deliv­
ered by the ~...:onorable Russell E. Train, 
the distinguished and able Administrator 
of the Environmental Protection Agency. 
The occasion of Mr. Train's remarks was 
the presentation to him of the "Conser­
vationist of the Year" award by the Na­
tional Wildlife Federation at their 39th 
annual meeting in Pittsburgh last week­
end. 

I will not attempt to summarize re­
marks which deserve to be read in their 
entirety. But I would point out that Mr. 
Train did a first-rate job in portraying 
environmentalism in its true perspective. 
At its best, environmental action has a 
far better claim on the term ''conserva­
tive" than does the extravagance of those 
who would waste and deplete the re­
sources of our country. And the true en­
vironmentalist has a truer claim to the 
description "realist" than do those who 
would exploit for short-term profit at the 
expense of long-term depletion. In short, 
he is the very antithesis of-and here I 
quote Mr. Train-" a romantic, distracted 
by fantasies of bluebirds and daisies, a 
birdwatcher oblivious to the practical 
needs of making a living." 

Mr. President, I ask unanimous con­
sent that the text of the Administrator's 
remarks be printed in the RECORD. I com­
mend them to my colleagues, and I con­
gratulate Mr. Train on making them. 

Finally, I commend the National Wild­
life Federation in making this award to 
Russell Train. His efforts on behalf of 
the environment are efforts on behalf of 
us all, and this recognition is very fitting 
indeed. 

There being no objection, the remarks 
were ordered to be printed in the RECORD, 
as follows: 

THE TRUE CONSERVATIVES 

(By the Hon. Russell E. Train) 
It is a. privilege to be with the largest non­

governmental conservation organization in 
the United States, and to observe with you 
the beginning of National Wildlife Week. 
The Environmental Protection Agency does 
not have a constituency in the accepted 
sense of a special interest group, but we 
share common goals with you, and in that 
sense I always feel among friends at your 
meetings. 

I especially want to congratulate the Na­
tional Wildlife Federation for its successful 
campaign this past year to secure in South 
Dakota and Nebraska the first permanent 
sanctuary for the bald eagle. This great crea­
ture, which has been our national emblem 
since 1782, continues to be threatened by 
man's destructive technology, and it is heart­
ening that your dedication and commitment 
is bringing positive action in protecting a 
conspicuous living symbol of our country. 

It was Gifford Pinchot, chief of the U.S. 
Forest Service in the early years of this cen­
tury, who popularized the word "conserva­
tion," and tonight I would like to talk about 
the nature of the true conservative because 
some or its older meanings need to be re­
habilitated and applied to our problems. Lilce 
so many labels, the word has drifted far 
from its original context. Often it is now 
used politically in contrast to the word 
radical, which means, according to Webster, 
tending to make "extreme changes in exist­
ing views, habits, conditions or institutions." 
To conserve, on the other hand, comes from 
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a Latin word for lieeping guard over some­
thing; to protect and preserve. 

In a thoughtful editorial recently, the 
Wall Street JournaZ took note of a poll show­
ing that more than halt the American people 
now consider themselves conservatives, 
double the figure of a decade ago. The 
Journal said that much of this conservatism 
is neither political nor economic so much 
as a return to traditional values. "The 
ecology movement," it declared, "which many 
political liberals support, is conservative in 
a very real sense." And so it is, for we 
ecologists seek to protect and preserve the 
air and water and land for posterity, and 
to prevent the despoilation of those natural 
systems upon which our well-being and, 
indeed, our survival ultimately depend. 

That leads us to a paradox in our labels for 
people. We must ask ourselves who are the 
true conservatives, a term often linked with 
industry and business. Are they those mem­
bers of industry who would foul the air so 
that asthmatics choke and plants wither, or 
those business executives who would accept 
and encourage controls on air pollution? 
Should those who advocate a "no-holds­
barred" approach to economic progress, who 
would increase the Gross National Product 
regardless of the penalty to public health and 
welfare be regarded as conservatives? Is a 
conservative a corporate manager who would 
strip the land for coal with such reckless 
abandon that it is left to posterity as an ugly, 
useless moonscape? Or would the term apply 
more fittingly to managers who accept safe­
guards in strip mining legislation to restore 
the land after it has been overturned? 

It seems to me that persons who would 
abuse our land, either through bulldozers or 
chemicals or sheer bad planning of cities, so 
that the land is unfit for posterity, really 
come under the heading of radicals, defined 
by Webster as those who make "extreme 
changes in existing views, habits, conditions 
or institutions.'' 

Your organization has chosen for its con­
ference theme this coming week the habitat 
of wildlife. My agency shares your concern 
for this subject for obvious reasons. We are 
interested in wildlife for its beauty and 
wonder and the diverse ways it enriches our 
lives. We '8.lso worry about the threats by 
man to its future for more selfish reasons. 
Wildlife serves '8.5 a continuous early-warning 
system for environmental problems that ulti­
mately can affect humans. Because various 
species are sensitive to pollutants, their ill­
ness or a decline in their numbers is of im­
mense potential significance to man, for such 
phenomena can signal undetected environ­
mental dangers to all of us. The reverse side 
<>f this warning system is that the increase 
and flourishing of certain species also can 
alert us to environmental problems. In recent 
years, for example, we have seen in the west· 
ern United States a surprising proliferation 
of starlings. Since these birds are an impor­
tant indicator species for garbage, crop 
damage, and urban degradation, we are aware 
that their population explosion is a com­
mentary on what Am~ricans have been doing 
to their land and cities. 

The truth 1s that everything in nature is 
connect-ed, and we are g<>ing to need all the 
early-warning systems we can find to protect 
ourselves in the years ahead from our own 
insults to the environment. As Dr. Lewis 
Thomas has <>bserved in his book "The Lives 
of a Cell," "We are not the masters of nature 
that we thought ourselves; we are as depend­
ent on the rest of life as are the leaves or 
midges or fish. We are part of the system. 
Who knows, we might even acknowledge the 
fragility and vulnerability that always ac­
company high specialization in biology, and 
movements might start up for the protec. 
tlon of eurselves a.s a valuable, endangered 
species... Man Is indeed an endangered 
spooies, and does need .protection from him­
self. 

CXXI--518-Part 7 

Six years ago the politically conservative 
Journalist, James J. Kilpatrick, made these 
observations: 

"One of the most serious problems in 
American society goes to the quality of life 
in the world around us. Our rivers and lakes 
are dying of pollution. Our greatest cities 
stifle in smog. Our littered streets insult the 
eye. Concern mounts at the residual damage 
done to man's environment by such pesti­
cides as DDT. Year by year, our loveliest 
countrysides are yielded up. 

"The problem essentially is a problem of 
conservation-of conserving some of the 
greatest values of America; and conserva­
tives, of all people, ought to be in the van­
guard of the fight." 

Mr. Kilpatrick went on to urge an affirma­
tive conservatism, to translate broad con­
servative principles more frequently into spe­
cific affirmative action. 

Since its creation in 1970, the Environ­
mental Protection Agency has been doing 
just that. Under the basic environmental 
laws we haYe been taking specific affirmative 
action based on broad conservative prin­
ciples to prot-ect public health and welfare-­
in particular, under the Clean Air and Water 
Acts. It is, of course, significant that billions 
of dollars are being spent by public and pri­
vate institutions to comply with these new 
laws and to control pollution. It is estimated 
that clean water under the new 1972 Act, for 
example, will mean a total estimated outlay 
of $18 billion by the Federal government for 
municipal sewage treatment plants by the 
end of Fiscal 1977. But equally important 
are the pollutants that are being removed 
ftom air and water. An EPA analysis shows 
that by the statutory deadline of mid-1975, 
90 million tons of particulate matter will be 
removed each year from the air, plus 25 mil­
lion tons of sulfur dioxide. In addition, 
nearly two dozen of our nation's important 
rivers either have shown positive improve­
ment or will do so as the result of the dis­
charge permits that have been issued. Under 
this program, 95 percent of the major indus· 
trial wastewater discharges are now under 
definite water clean-up schedules. 

Without going into further detail, I would 
only add that over the past year EPA has 
put together most of the basic regulatory 
machinery in air, water, pesticides and solid 
waste. We are moving forward, despite a few 
setbacks, in carrying out the mission en­
trusted to us by Congress, to protect and 
preserve and enhance the environment. The 
authority provided in six of these environ­
mental laws will have to be renewed by Con­
gress this year. We wlll need new authority in 
all or part of the laws dealing with water, 
air, solid waste, noise control, pesticides and 
ocean dumping, authority which would 
otherwise expire June 30. Formal requests for 
these changes will be submitted to Con­
gress soon, and I assume they will be ap­
proved without major difficulty. As you may 

· know, the environment was an important 
issue in a number of States in last year's 
elections. Both in Congress and among the 
public generally environmental interest is 
strong. 

I spoke a moment ago of the paradoxes in 
how we use labels as conservative and 
radical. There is another paradox in the 
public image of the environmentalist that is 
often projected. He is portrayed by his critics 
as a romantic, distracted by fantasies of 
bluebirds a.nd daisies, a birdwatcher oblivious 
to the practical needs of making a living. In 
short, he is not a realist. 

But I submit to you that he is far more 
realistic than those who would exploit this 
earth for short-term profit. He is worried 
about protecting the birds and the :flowers 
because man is linked to them, part of the 
same web of life, sharing the same air and 
water, the same pollutants, the same .hazards. 
He is concerned about the lesser creatures 
and ptants because he is concen1ed also about 

the survival of man. By contrast, it is the 
wanton polluter, the thoughtless and quick­
profit land developer, the promoter of urban 
sprawl who are the romantics of this world, 
out of touch with the realities of how today's 
careless lack of planning can waste energy 
and space and promise only ugliness and 
pollution to posterity. 

Consider for a moment some of the beauti­
ftll cities of the world, cities like Florence, 
Athens, Berne, Copenhagen, and Venice. 
They are by common consent humane and 
attractive places to live because they put 
people first. They have been thoughtfully 
assembled, not overnight in a burst of tech­
nological dazzle, but over centuries. They 
have taken available land and carei"Ully 
shaped plazas, pedestrian malls, vistas, 
waterside, parks and boulevards. They have 
sheltered their citizens from the elements 
with shade trees and arcades. They have 
brought nature into the marketplace with 
fountains and flowers. CUriously, all these 
cities also are busy centers of commerce. 
Somehow their industries and merchants 
manage to flourish without dehumanizing 
their surroundings. They work in harmony 
with their neighbors. 

So we have to ask ourselves, who is the 
· realist in these cases? Who sees things with 
greater vision and With more enlightened 
self -interest? 

The cities of America are making steady 
progress in cleaning up their air and water. 
but there still is much we do not know­
about pollutants and their effect on the bJ.o.. 
sphere. Sometimes the best efforts turn out 
to be trading one set of problems !or another. 
EPA has devoted years to enforcing &nd im­
plementing the law to elean up auto e~­
hausts, only to find tha..t the chief device 
used by the auto industry for meeting air 
standards required by Congress, the·catalyt.i,c 
converter, does reduce some pollutant..:; but 
creates another, sulfuric acid mist. ~ 

Failure to controi pollutwn also can re­
sult in international problems. Some time 
ago the Norwegians began noticing a 
build-up in the southern part of their coun­
try of sulfuric acid from the air. Fishing in 
the area has suffered severe setbacks in l"e­
cent years due to aeidification of the watel', 
which espec1ally affects salmon and trout. 
The sulfuric acid precipitation also attacked 
plant life. 

Since it was known that air pollutants 
can be transported over long distances, and 
that Great Britain, West Gertna-ny, and other 
Western European countries have been burn­
ing increasing amounts of fossil fuel which 
spew sulfur oxides into the air, the Norwe­
gians called for international action. The re· 
sult was a conference by 17 countries in Osl_o 
last December to help set up a network for 
monitoring air pollutants over Europe. Such 
cooperative arrangements will be increasingly 
necessary in the years ahead as the world 
community continues to learn more a]?out 
the ways in which such pollutants a.re cre­
ated and distributed, and the damage they 
CAn do in remote locations. The lack of com­
munication not only between nations but 
between various branches of science -con­
tributes to the problem. One of those with a 
repumtion for breaking down barriers be­
tween scientific disciplines is the British 
scientist, James Lovelock. He was the first 
to measure the amounts of fiuol'OC&rbons in 
the air, which led to the investigation now 
underway by several Federal ageneies, in· 
eluding EPA, of whether this constitutes a 
danger to the ozone layer surrounding the 
earth. · 

Dr. Lovelock has evolved a theory that 
living things help control the environment in 
a way that ensures their survival. As an ex· 
ample, he has demonstrated that the produc­
tion of methane gas in the earth by certain 
bugs helps in a round-a-about way to main­
tain the proper concentration of oxygen tn 
the atmosphere. Such thinking has led h4n 
to a view of life which he calls the Gata 
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hypothesis, after the earth goddess of the 
ancient Greeks. This interdependence of the 
environment and living things, be warns us, 
should not be tampered with. "We disturb 
and eliminate at our peril," Dr. Lovelock baa 
written. "Let us make peace with Gaia on 
her terms and ret.urn to peaceful co-existence 
with our fellow creatures." 

Let us indeed seel;: a detente in our often 
hostile and destructive relations with other 
members of the animal and plant kingdom, 
and recognize that we are dependent on them 
in the long run for our own existence. In 
short, let us practice conservation that we 
may survive. 

Your organization is a conservative one in 
the original sense of the word, and has done 
much to alert America to the dangers of en­
vironmental abuses. EPA welcomes your sup­
port, and we will need your help in the years 
ahead. 

On a final personal note, I would only .add 
that I am very deeply honored, more than I 
can express in words, for your invitation to 
be here tonight. On behalf of the more than 
nine thousand men and women of the En­
vironmental Protection Agency, without 
whose work America's efforts to enhance the 
quality of life could not succeed, and who are 
really the ones who have earned my award, I 
ant to say simply-thank you. 

CONGRESSMAN RODINO'S RE-
MARKS ON MEETING THE NEEDS 
OF THIS NATION 
Mr. BENTSEN. Mr. President, last 

Friday evening, the honorable chairman 
of the House Judiciary Committee, Con­
gressman PETER RoDINO, addressed a 
Je1ferson-Jackson Day Dinner in New 
York. 

. With the same thoughtfulness that 
marked his presiding over · the historic 
proceedings of last summer; : Congress­
man. RoDINO challenged Democrats and 
all Americans to make the interests of 
their party subservient to those of their 
Nation. · 

Others may have said this before, but 
Congressman RoDINO has added immeas­
urable force to his wise counsel by his 
own conduct. Few Americans will forget 
the thoroughness, fairness, and dispas­
sion with which he met one of the most 
difficult challenges ever assigned a 
Member of this branch of the Govern­
ment. Throughout those long weeks and 
months, Congressman RoDINo remained 
committed to doing what was right. He 
remains dedicated to that goal today 
and sets a standard of conduct for us all. 
He has earned the deep respect of us all. 

I ask unanimous consent that Mr. 
RoDINo's remarks be printed in the 
RECORD. They are wise counsel for us all 
and a tribute to a man to whom this 
Nation owes so much. 

There being no objection, the remarks 
were ordered to be printed in the RECORD, 
as follows: 

JEFFERSON-JACKSON SPEECH 
(By Congressman PETER RODINO) 

I am deeply grateful and extremely proud 
that you have chosen me to receive this 
Democrat of the Year award. Since tonight 
we celebrate Jefferson-Jackson Day, it 1s 
especially appropriate for me to accept the 
award ln the spirit of Thomas Jefferson, who 
said that the receipt of an award was an 
occasion for gratitude and pride for the 
opportunity his contemporaries had given 
him to serve the public interest. I thank 
you for the honor you do me. I am grateful 
that I have been given the opportunity to 

serve, along with all of you, the public in­
terest through the medium of our party . • . 
the people's party. 

There is a tradition about Jefferson-Jack­
son Day dinner speeches: the speaker must 
always invoke the past, calling the roll of 
great Democratic Presidents, recounting in 
passionate prose the achievements, and even 
the dreams, of the Democratic Party. 

The fact I do not intend to do that tonight 
is no indictment of tradition. It is simply a 
recognition that what might have been suf­
ficient in past years is not adequate tonight. 

What is before the American people as we 
gather here this evening is a national crisis 
which has been worsened by new and devas­
tating changes in the world, and in ourselves. 

That is why the usual speech is not suit­
able. 

What is needed is plain talk and simple 
truth. What is required is a declaration of 
action on the part of the Democratic Party­
a firm resolve to do what needs to be done 
in the service of our country. 

What are the elements of change that will 
test us as never before, and require us as a 
Nation to rise to challenge? 

For the first time in our history we have a 
President and Vice-President who have not 
been elected by the people. 

For the first time in our history the con­
fidence of the people has been shaken by a 
Presidential resignation. 

For the first time in our history we are 
facing at the same time inflation and reces­
sion, rising prices and rising unemployment. 

For the first time in our history, large seg­
ments of our economy are endangered by 
decisions made in other countries. 

For the first time in our history, we face 
the possibility of running short of natural 
resources which we have for so long with 
such casual neglect taken for granted. 

For the first time in our history, the tradi­
tional cures for what ails our economy do 

- not work. 
. · In truth, my fellow Dem9crats, we- may 
be living througl;l the m!)st unusual politi.: 
cal era since the very birthyears ·of the 
Republic. 

So tonight I come to you, and talk with 
you, not about past glories or ancient dreams 
but the stark realities ·which confront the 
Democratic Party ln. the Congr ss and in the 
United States. 

Every elected official knows that the voters 
are sick and tired of the usual campaign talk. 
We only hava to walk our districts and speak 
to the voters to learn that they are fed up 
with unredeemed pledges, talk without ac­
tion, action without aim, and the law mo­
rality which infected the highest reaches of 
the Government. 

If the people are suspicious and skeptical 
they have ample cause to feel that way. 

That is why we have to change traditional 
attitudes toward party politics, toward the 
duty of Government, and toward the role 
of the individual. 

There can be no more politics as usual, 
we cannot assume or assert that we in the 
Democratic Party have all the answers, be­
cause we don't. We cannot oppose something 
simply because the President or the other 
party advocates it. 

We cannot celebrate either the party or 
the individual: For whom do we serve? 
Surely not the party, nor ourselves I We serve 
the people who have chosen us to speak for 
them. 

But to do so we must change our political 
attitudes as private citizens and public men 
and women. Attitude change is not easy, but 
it is not impossible. We in the Judiciary 
Committee proved it could be done, it was 
difficult for men and women of divergent 
ideology, from different parties and sections 
of the Nation, compelled by contrasting po­
litical loyalties to put their personal feelings 
aside. But there was something more im­
portant to them than party ideology or sec­
tional difference. Within the hearts and 

minds o! the members of the Judiciary Com­
mittee was a solemn commitment--a com­
mitment to be fair-a commitment to do 
not what was expedient--but to do what was 
right. 

And so we proceeded-with fairness, with 
decency and in the end it came out right . 
For there was no other way. 

Nothing was hidden. The truth came 
through, fairness and justice from both side~ 
of the aisle on display. And the Nation knew 
that this republic was not barren of promise. 

And so I say to this Democratic gathering 
that we must look at this dismaying aud 
terrible time in which we live with a new 
attitude-not of party but of nation-not of 
individual self-interest but of community 
purpose-not of winning an election but of 
doing our duty. 

What should be the goal of the Democrat!~ 
majority? That goal should not be based on 
what is good for the Democratic party alone 
or -the Republican party alone. It should not 
be pro-President or anti-President. There is 
only one goal we should point to--and th~t 
is to do what is right. 

Therefore, let us begin. 
Our task is to recapture and build upon 

the confidence and trust of the public which 
has been squandered by officials scrambling 
to save themselves from disgrace. 

Our responsibility is to understand, in 
detail and with accuracy, what it is that we 
face and to face up to it. 

Our obligation is to lay before the Amer­
ican people in plain language the specific 
sacrifices we may be called on to make, ln 
order to repair the damage to our Nation 
and our economy. 

Our duty is to create the legislation that 
is required, and to prod the executive de­
partment to do its job. 

All of this we can do and more-if we are 
firm ill our determination to meet every 
challenge and fair in the challenge. 

The people of this nation want strong, 
_believable leaders~ip a·nd equitable progr~r.s . 
and p~inciplfiJS. .• 

On this dais tonight are several candidates. 
for the Democratic Party nomination for 
President. I say to you and all those who 
will join you in contesting for both the honor 
and the burden of leading the party in 
1976-I say to you speak th& truth, no mat­
ter how harsh the truth may be-I say to you 
be fair in your judgment in spite of those 
who would be unfair. In our Republic the 
majority will should prevail, but to quot-e 
Jefferson, "That will, to be rightful, must 
be reasonable." To paraphrase Jefferson In 
his inaugural address, W& are all democrats 
and we ar& all republicans when the issue 
is the health and well-being of the Nation. 

The people are looking to us for guidance 
and we cannot fail them by practicing poli­
tics as usual. Th& best politics is knowing 
what is right---and then doing what is right. 

And so we begin a journey without any 
reassuring proof of where the journey wm 
take us. But begin we must. If we are fair, 
if we are honest, if we recognize the dangers, 
if we rise to challenge without partisan prej­
udice, then the actions of the democratic 
party will be ample testimony that we faced 
up to grim realities--and that the course of 
conduct w& recommended to the people was 
not only just, it was right. 

That is why I am not afraid of what we 
have to confront in the months that lie 
ahead. For we have on thLo;; dais tonight and 
elsewhere Within our party those with the 
talent, the dedication and the sense of mis­
sion and of urgency to meet these needs. 

Now let me conclude my remarks to a 
Democratic Jefferson-Jackson Day Dinner 
with a story about a Republican President. 
During the Civil War, a clergyman said to 
Mr. Lincoln: "Let us have faith, Mr. Presi­
dent, that the Lord is on our side in this 
great struggle." 

To which lV.u-. Lincoln quietly answere<l: 
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"I am not at all concerned about that, for 
I know that ·the Lord 1s always on the side 
of the right, but it 1s my constant anxiety 
and prayet" that I and this Nation may be 
on the Lord's side." 

That is my prayer also. 

THE VETERAl.~S' COST OF 
INSTRUCTION PROGRAM 

Mr. BENTSEN. Mr. President, I would 
like to express my concern over the fate 
of the veterans' cost of instruction pro­
gram. For the past several years, VCOI 
has been helping many of our institu­
tions of higher learning provide for the 
special needs of the Vietnam-era veteran. 
It has done this with little or no help 
from the administration, and Congress 
will apparently again have to take the 
initiative to insure that it is funded this 
coming fiscal year. I want to urge the 
Congress to provide that funding. 

COncerned that several million young 
veterans were not taking advantage of 
their education benefits, the Congress 
first enacted the VCOI program in 1972. 
The legislation offered Federal assistance 
to institutions of higher learning which 
agreed to maintain a full-time office of 
veterans' affairs, actively encouraged 
veterans to use their education benefits, 
offered a comprehensive program of peer 
and professional counseling, developed 
programs of remedial and tutorial serv­
ices for veterans, and provided a multi­
purpose program of community outreach 
services. 

In return, the qualifying institution 
was to receive $300 for each undergradu­
ate veteran enrolled and an additional 
$150 for each educationally disadvan­
taged veteran enrolled. Because VCOI 
was funded as an entitlement program 
and the administration has sought mint­
mal funding, however, the payment to 
the institution-per veteran student has 
actually been only a fraction of the 
amount specified. 

Although VCOI has a relatively short 
history, it has recorded impressive 
achievements. During its 2 years, more 
than 1,000 institutions have opened 
or maintained their own offices of vet­
erans' affairs. The full-time equivalent 
number of undergraduate veteran stu­
dents, the one means we have for meas­
uring the number of veterans enrolled, 
utilizing vcors services has increased 
by 83,000 to over 539,000, and that figure 
may somewhat underestimate the total 
number of veterans participating since 
many have enrolled only on a part-time 
basis. 

Moreover, as a result of VCOI's efforts, 
a growing number of young veterans with 
various educational deficiencies have en­
rolled, received special assistance, and 
completed their educations. The pay­
ments made for the full-time equivalent 
number of enrolled undergraduate vet­
erans receiving tutorial and remedial as­
sistance has risen by nearly two-thirds, 
to well over 40,000. 

I am convinced that these accomplish­
ments have occurred because the services 
VCOI has rendered are meeting the 
needs of so many of our veterans. 

Unfortunately. VCOI has recorded 
these gains with little help from the Ad­
m in ist ration.: Since the prograrr~·s incep-

tion in June 1972_, the Nixon-Ford ad­
ministration has made at least three dif­
ferent assaults against it. In fiscal 1973, 
President Nixon impounded VCOI's 
funds, an action subsequently reversed 
only after the National Association of 
Concerned Veterans obtained a court or­
der requiring release of the funds. On 
January 30, 1975, President Ford re­
quested authority to rescind the $23.75 
million appropriated for VCOI in fiscal 
1975, and later in announcing his budget 
for fiscal 1976, the President refused to 
seek a cent for the program. On Febru­
ary 24, the Senate Appropdations Com­
mittee wisely denied the President's 
rescission request, and I am hopeful that 
it will appropriate adequate funding for 
an expanded VCOI effort. 

Apparently, the administration be­
lieves that the services provided as a re­
sult of VCOI assistance are either no 
longer needed cr can be maintained with­
out Federal assistance .. Neither conclu­
sion can be upheld. 

The need to help veterans complete 
their higher education remains because 
more and more of our young veterans 
are only now returning to the classroom. 
As of June 1974, less than half of the 
Vietnam-era vets had applied for even 
a single education payment. Of the total 
7,088,000, no more than 3.3 million had 
received such assistance. 

One can reasonably expect that their 
numbers will increase, and, in fact, ini­
tial reports indicate that the number of 
vets enroll~d this semester is up an 
astonishing 12 to 25 percent. As the reces­
sion worsens. many vets are apparently 
deciding that with employment so diffi­
cult to find, this is ·a good time to ac­
quire the skills which will later help them 
qualify for the good jobs they seek. In 
many instances, these young men and 
women will depend upon the assistance 
guaranteed them under the GI bill, and 
yet if prior experience is an accurate 
guide, they will encounter various prob­
lems in receiving that assistance along 
the way. VCOI will assure that at many 
of our institutions, these vets will have 
sc..meone on campus sympathetic to their 
problems and determined to get them 
their due. 

I believe that we should do everything 
in our power to encourage these young 
vets to obtain the education and skills 
they need to find rewarding employment. 
I have long been deeply troubled by the 
high unemployment among our youngest 
vets were without jobs, compared to 8.2 
the national average. In February. for 
example, 17.3 percent of our youngest 
vets were without jobs, compared to 8.2 
percent of our National workforce, and 
one wonders how many others have be­
come so disillusioned that they, too, h ave 
stopped looking for a job. 

And yet many of these young men who 
have been chronically unemployed since 
their discharge have serious disadvan­
tages in attempting to acquire advanced 
training. Over 600,000 Vietnam-era vets 
never completed their high school educa­
tion, and maJ:?.Y more carry serious edu­
cational deficiencies. These are precisely 
the individuals who need special help, and 
in so many instances, that remedial and 
tutorial help has been made available 
through the VCOI. 

And once these young vets have proven 
to themselves that tbey can succeed in 
college, they will nevertheless need as­
sistance in locating employment in a 
tight job market. VCOI on many cam­
puses is also providing this valuable 
service. 

These are not easy times for our in­
stitutions of higher learning. During the 
past year, many have closed their doors, 
and most have been forced to cut back on 
the services and programs provided. Dif­
ficult decisions have to be made, and one 
wonders how many small and midsized 
institutions, in particular, will be able to 
fund on their own a special veterans' of­
fice. As a society concerned about repay­
ing the debt we owe our youngest veter­
ans, we simply cannot afford to make 
this gamble. We must provide the assist­
ance needed to insure that VCOI con­
tinues to help institutions meet the nee¢; 
of their student veterans. 

I shall be w·ging the Appropriations 
Committee to reject the administration's 
efforts to stlfie this important program. 
The Congress has initiated and provided 
for this effective program, and I urge it 
to maintain its strong support for it. 

CITY IN RENAISSANCE 
Mr. SYMINGTON. Mr. President, 

good news has become a precious com­
modity in our Nation. This is sad, but 
true about the problems of the cities of 
America. Inflation, r"Ccession, the energy 
crisis have all had a devastating effect 
upon cities-especially those still recov­
ering from the serious w ·ban crises of 
the 1960's. 

Today, the very existence of our cities 
as social institutions is being challenged. 
Cities are being blamed for much that 
is both ugly and sordid in our society; 
in fact many of our cities, or so we are 
told, are either dead or dying. 

Nevertheless, there is much good news 
in urban America--and Kansas City, 
Mo., is an excellent case in point. 

The leadership of this progressive 
community have forged a unique coan­
tion of urban forces that has literaliy 
raised the city so as to prepare it for 
the problems of today. as well as the 
challenges of tomorrow. 

In the last 4 years, these good people 
have tackled this renaissance in their 
metropolitan area with a $5.3 billion con­
struction program. We in Washingto_n 
have followed it closely. They are right­
fully proud, for it is clearly stamped, 
"made in Kansas City." 

On March 13, our colleague Senator 
EAGLETON, Congressman RICHARD BOL­
LING, the dean of the Missouri delega­
tion, and I had the privilege of hosting 
a luncheon attended by some 80 persons 
including Members of the Senate and 
the House, Federal departments and 
agencies. We had the rare opportunity 
to hear Kansas Citians tell the exciting 
story of this ''city in renaissance." · 

Presentations were made for Mayor 
Charles Wheeler and by Dr. Charles N. 
Kimball, president, Midwest Research 
Institute, and Judge Charles E . CUrry, 
president of the Kansas City Chamber 
qf Commer~e arid chailman of the board 
of Home SaVings Association. 
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pass an additional half-cent sa.l~s tax last 
August for ·the support· of our schools. 

For its paTt, city ·government has ·been far 
from a silent partner in the area-wide ren­
aissance. 

We've supported the business community's 
effort s with money and manpower. The pay­
off of business and government working to­
gether toward common goals has been new 
business, new jobs, new conventions, new 
tourists-and a better place for all our citi-

Others present frotn Kansas City in­
cluded Henry Block, ·president, H & R 
Block, Inc.; Robert H.' Gaynor, vice pres­
ident and general manager, American 
Telephone & Telegraph Co. ·Long Lines 
Division; Miller Nichols, chairman of the 
board, J. C. Nichols Co. ; Richard K. 
Degenhardt, executive vice president, 
Chamber of Commerce of Greater Kan­
sas City; Charles Jennings, president, 
Kansas City Stockyards Co.; Merrill Tal­
pers, chairman of the board, Kansas City 
Convention & Visitors Bureau, and Ray 
Bennison, president, Kansas City Con-

. zens to live. 

·vention & Visitors Bureau. Mayor Charles 
B. Wheeler, who had planned to attend 
was forced to cancel because of airplane 
problems. 

They were joined by a long-time 
friend-and Kansas City's most famous 
"chief"-Clarence M. Kelley, director of 
the Federal Bureau of Investigation. 

Most of us have attended hundreds of 
luncheon presentations during our years 
tn Washington. "City in Renaissance," 
stands out as one of the most effective 
meetings in which I have taken part. 

I believe this story should be shared 
for the lessons it offers other cities else­
where. I therefore ask unanimous con­
sent that the remarks of the Kansas 

·· Citians be printed in the RECORD. 
There being no objection, the remarks 

were ordered to be printed in the RECORD, 
as follows: 

KANSAS CITY, A CITY IN RENAISSANCE 

(Remarks of Mayor Charles B. Wheeler, Jr., 
delivered by Robert H. Gaynor) 

Business and government have buried the 
hatchet in Kansas City-and not in each 
other's backs. 

The kids would say, "We've put it all to­
gether in Kansas City." And we have. · It's 
the foundation of our truly exciting renais­
sance. 

It's also a direct benefit of the Prime Time 
program sponsored by our Chamber o! Com-
merce. · 

We've gone beyond rhetoric. The business­
men in this room and government are work­
ing together on a day-to-day basis to solve 
our problems. This ecumenical spirit has had 
a ~amatic effect on our city--our citizens­
and our ability to overcome problems that 
other cities stlll face. 

Here· is our record: 
· · On four different occasions, citizen support 
has manifested itself at the ballot box: It 
has come in the form of the two-thirds· ma­
jority necessary in Missouri to pass bond 
issues · for major civic improvements. Be­
cause of this "can do" attitude, Kansas City . 
now has a new $250-mllllon international 
airport; a $71-million sports complex with 
'the world's only twin baseball and football 

· stadiums; a brand new professional hockey 
and basketball arena; and a modern ·$30-
mlllion convention center under construe• 

. tion next to our Municipal Auditorium. 
·· Our businessmen have paid profit dollars-­
not lip service-:-to civic improvements. Our 
Kemper Sports Arena is a reality because of 
a $3.2-million contribution from the famlly 
of ~anker R. Crosby Kemper. Business lead­
ers have pledged $3 m1111on to insure the con· 
.struction of a new Center for the Performing 
Arts on the campus of the University of Mis­
souri at Kansas Clty. On an earlier occasion, 
a group of 12 Kansas City businessmen (some 
of whom are in this room) advanced the city 
$1.25 million for the engineering . plans for 
the new convention center-and they did 
so long before it was passed by the voters. 

The Kansas City business community also 
actively supported our successful efforts to 

·--~-

Despite the problems we face, Kansas 
Citians have not lost faith in our city, its 
government, its business community and its 
ability to handle challenges of the future. 

This is not empty rhetoric from a Mayor 
who is running for re-election. 

As a lawyer, I submit the followin g evi­
dence: 

Not long ago we asked a nationally recog­
nized opinion research organization to find 
out how Kansas Citians compare our city 
with other similar-sized cities as a place to 
live. More than half of those questioned 
said they believed it wa.<> a better place to 
live-while only five per cent said they were 
disappointed. 

Our city-gov-ernment Action Center­
which boldly advertises for citizen com­
plaints-allows Kansas Citians not only a 
place to gripe, but also a chance to rate the 
quality of government service they now re­
ceive. After six months of operation-and 
12,000 requests for help-the Action Center 
reports that an amazing 80 per cent of our 
citizens are pleased with the government 
service they've received. 

As someone recently wrote, "Boss Pender­
gast wouldn't believe it." 

This expression of citizen confidence hasn't 
come easy. It's taken a great deal of com­
mitment on all our part-and perhaps more 
than our share of gambling on the future. 
But as the poker players say, ''The pot is 
worth the ante." 

REMARKS BY DR. CHARLES N. KIMBALL 

I don't know if it's common for a city to 
come to Washington as we come today-seek­
ing nothing, preaching no gospel, nor angry 
over Washington events. 

I ask myself~as surely you must be asking 
yourself-Why are we here today? 

Eight or nine years ago, Stu Symmgton's 
invitation would have frightened us. Kansas 
City in 1964-65 was a cozy--often glorious­
place to live, blessed in its isolation with 
verdant parkland, and blue waters, and 
seated amid a hilly rocky topography of im­
mense charm. 

We seldom ventured out and we were 
rarely disturbed by visitors. 

For many years after the siege of the 
Pendergast era, we slowly cultivated our 
famed inferiority complex. It hasn't always 
been good manners in our town to be osten-
tatious or too· forward. · ' 

Every time we were _told by outsiders that 
"Kansas City ·didn't have any allure" we re­
treated ever deeper · into ourselves--satisfied 
With an enviable quality of life, yet envious, 
all the same, of San Francisco, Boston, At­
lanta, Dallas, and even St. Louis-which put 
together the Arch· and Busch Stadium on its 
riverfront. 

Without any Grand Design or orchestrated 
ballyhoo, we slowly began to stir from our 
lon~ hibernation. In the late 1950's massive 

· annexation b1·ought growth ·onto the city 
tax rolls. The klaxons ·of that Super Bowl 
Victory in New Orleans over the Vikings of 
Minn~sota aroused a dormant civic pride, 
and suddenly, architecture and construction 
became our way of life. 

Soon, our new hotels began hosting new 
visitors; aviation experts and aviation writ­
ers toured KansaS City International airport 
and TWA's unique operational headquarters: 
city planners and urban writers arrived 

steadily, as did photographers and feature 
Vll'iters: 
·· Surprisingly, we began reading about'our­
selves. 

More recently, other cities have sought our 
counsel, seeking the double magic of pro­
gressive growth and an enha.nced life· style. 
Some friends in St. Louis, once our model, 
asked me to visit them, then said-''What 

·the heck is going on over there? All we hear 
about is Kansas City, Kansas City. Ho 1 can 
we get it going here?" 

Sixt een French urban specialists scheduled 
a Kansas City trip, then engineers !rom 
Thailand, then the leadership of Des Moines, 
then an invitation from Seattle, then Boston 
then Little Reck, with Omaha and Sacra­
ment o coming up in April and May. 

Kansas City was selected as host city for 
annual meetings of IT&T, A&P, F. W. Wool­
worth, and Chrysler introduced its 1974 
model line in our town. 

Suddenly business expansion was no 
longer passing us by. Eastern businessmen 
began looking our way-and new indust ry 
with new jobs and new taxes were the prizes. 

Business and investment has been at­
tracted to our metropolitan area. Kansas City 
businesses and industry are now encouraged 
to not only stay put-but to expand; tour­
ism, meetings, and conventions are being 
pursued successfuly; and last-but certain­
ly not least-Kansas City Spirit-famous· at 
the turn of the Century-has been rekindled, 
nurtured, and force-fed. · 

Leadership--at the highest level-public 
and private has emerged in this meaningful 
renaissance! 

The answer is what we call Prime Time, a 
joint business and local government program 
revitalizing Kansas City and its Spirit-and 
beginning to tell the world about it. ThiS is 
not difficult selling-the troubled. cities of 
this nation are hungry for succes8ful solu-
tions to our nagging problems. · ' . 

Men of the caliber of Donald Hall, presi­
dent of Hallmark Cards; Mlller Nichols whose 
company has built the finest reside;ntial dis­
trict in America; and former Mayor Il~s W. 

. Davis set truth and credibility as our guide-
lines. · · 

Our goals--then a:Qd now-are not conven-
tional. ·. · 

Manageable growth of our own choosing at 
our own pace. · . · · 

Improvement of our superior quality of 
life. How people live is far more important to 
us than where they live. 

Better employment, education, medical 
and cultural facilities for every citizen. 

A city designed for the cultivated intellects 
we expect in the coming decades. 

Retalistlc new guidelines for t~e funding 
and operation of our modern· metropo~itan 
area. · 

We seek to create a city that people choose 
to work in, to live in. A city where their chil­

. dren are educated properly. We want them 
and all our citizens to live in grace and 
dignity. 

If the companies we attract aren't con­
cerned about the life quality of their em­
ployees-then we aren't sure those companies 
are right for us. We seek to marshall our 
talents and find a · realistic alternative to 
urban living as it is known today, in so many 
less fortunate places. 

That's how we started and, In part, why we 
are here today. 

Now I'd like to ask Judge Charles Curry 
to highlight some of the specifics of Kansas 
City's past few years. 

REMARKS BY CHARLES CURRY 

Since its inception, the Price Time pro­
gram has been a · gathering of eagles--not a 
flocking of pigeons with their wing feathers 
clipped. This vital leadership ingredient has 
been indispensable to our success im<l our 
unpre-Cedented progress. 
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Let's be completely honest wlth each other. 

Leadership 1s what made Prime Time a vital 
model that other cities can, and are, follow­
ing .. 

When we first sowed the seeds of our-$3.4-
blllion renaissance, few of us realized where 
we were heading. We knew what we wanted 
to do-and set out to accomplish it. We also 
realized we'd have to work together if a bet­
ter Kansas City was going to become a reality. 

In the process, business leadership in­
vested more than $2.5 billion of their own 
money in Kansas City and its future. 

As "'e moved beyond 1972, the magnitude 
of what was happening became crystal clear 
to us--and to the rest of America. Kansas 
City had grabbed the interest of the nation. 
Businessmen and government representatives 

. from other cities visited us tu get a first-hand 
look at what was happening in Kansas City. 

They discovered that in only three years, 
we had given birth to a list of civic improve­
ments that most cities don't realize in a 
lifetime. 

Let me give you a quick tour of what peo­
ple are calling, "The New Kansas City": 

Kansas City International Airport,'the first 
1n the nation to be designed for people-as 
well as airplanes-is a reality. In its first year 
KCI stimulated more than $150 million in 
additional investment in Kansas City--and 
influenced the design of new airports in 
Dallas-Fort Worth, Munich and Frankfurt. 

Crown Center-the $250-million jewel ln 
Kansas City's crown-is the talk of the na­
tion. With this city-within-a-city-a monu­
ment to the community involvement of Hall­
mark Cards-Kansas City has a h.u:.ury hotel, 
a new convention location, new shops, res­
taurants and offices. It's the most innovative 
private redevelopment proJect in the coun­
try. 

There's n ew ll!e in downtown Kansas City. 
New buildings valued at more than $150 mil­

,llon are either completed, -under construc­
tion, or "a.'pproved in the hea.:-t of our city. 

. They include the new conveption center 
c.omplex to be opened in July 1976; -·and the 

.. new $21-mlllion Kemper Sports Arena-al-
ready known as the Madison Square Garden 

. of ,the Midwest. · There's the new Mercantile 
;Bank Building, the Executive Plaza office 
building and City Center Square, a $30- . 
mlllion office complex is going up in the 
heart of ou r city. 

Regency Hyatt p lans a new $50-million con­
vention h otel a cross from the Col).ventlon 
Center and Mutual Benefit Life is building 
1ts first regional headquarters just south of 
Crown Center. 

We expect downtown development to add 
an additional 30,000 jobs in the central busi-
1 ess district and boost downtown sales vol­
ume by $60 million. 

The $71-milllon Harry S. Truman Sports 
Complex is n ow well -known. It's the home 
ot the world's only matched set of profes­
sional baseball and football stadiums. Today 
Kansas City is l3ig League in every way--one 
of only nine U.S. cities with professional 

· teams in all four major sports. · 
, We've become a second home · to Texas 

. sportsman Lamar Hunt. Hunt has invested 
· heavlly in the Kansas City Chiefs-and also 

. · added s ome $25-mlllion investment in . 
, ·; worlds of Fun, a tourist facility that drew 

more than a million people to our city last 
· year. ., · 

River Quay, a new "old" town has brought 
people back to the watet·front where Kansas 
City began. 

Social projects have not been forgotten. 
There's a new $13 million University of Mis­
souri at Kansas City Medical School, a $29 
million teaching hospital at the Kansas City 
College . of Osteopathic Medicine, a $20 mil­
lion Penn Valley Community College ap.d a 
$5 million Dr. Martin Luther .King, Jr., 
1\.femorlal Hospital fn our black commtuiity. 

And when Kansas Ci~ia~ thought the 
boom had crested__:.it produced a second 

wave of renaissance. During 1974, the orig­
inal $3.4-bfiUon program stimulated .an 
additional $1.9 billion of investment in our 
city. 

Success has bred more success. New busi­
ness, new investment and new jobs were 
tachieved-an'd our way of life hasn't 
.changed. 

Link Programs of Chicago and the Kansas 
City Terminal Railway Co. have announced 
plans for Pershing Square, a $500-million, 
25-year phased development of historic Union 
Station-just across the street from Crown 
Cent er. 

J. C. Penney Company is constructing a 
$35-million catalog warehouse. 

Our unique foreign trade zone-the first 
in the heartland of the nation-has be­
come not only the biggest in the U.S.-but 
larger than all others combined. With it, 
an international port has been born on 
the prairie. 

Armco Steel, a long-time corporate citi­
zen of our community, has announced an 
expansion of more than 50 per . cent-and a 
potential g.rowth of more than 2,000 new 
jobs. · 

Despite inflation and the energy crisis 
more than 100 new companies-equaling an 
all-time high-visited Kansas City during 
the past year. Eleven new businesses located 
in the city and some 36 local firms ex­
panded operations creating nearly 5,000 jobs. 

Convention bookings and attendance set 
records. More than 278,000 delegates ac­
counted for more than $50 million in revenue 
for Kansas City. Tourism hit 3 million visi­
tors-a new high-and added another $18 
million to our income. 

Kansas City wlll be one of only two Ameri­
can cities to host the famed Chinese Art 
Exhibition that is now showing at the Na­
tional Gallery here. And for the first time, 
we, and· the Midwest, will host tll.e top-level 
Japanese-U.S. "Businessmen's . Conference in 
June. · · 

Ov,r litany of _change has ·been far-reaching. 
It goes beyond the brlck, · tt_lort.ar, steel and 
glass of· new- buildings. Our view-and our 
viewpoints--have changed. We've seized an 

.opportunity t~at comes only o~ce in a life-
time. ·. 

Now I'd like to ask Charlie Kimball to 
return to the podium and reflect for a few 
minutes of The Kansas City Experience­
and what it means to the future of all urban 
America. 

REMARKS BY DR. CHARLES N. KIMBALL 

Before we wind up our presentation to­
day, let me make a few closing observations 
that are pertinent to this discussion. 

Kansas City is not yet Utopia. We still 
have problems to solve. . 

But, neither is our experience a one-time 
fluke of the American urban scene. It is 
probably best described at the crest of the 
urban wave of the future for some cities. 

It symbolizes what is happening, to a per­
haps lesser degree, in Minneapolis, Seattle, 
Little Rock, Cincinnati, Louisville, Denver 
and Houston for example. These cities are 
neither obsolete, unmanageable, nor crowded 
with crime, corruption and congeJ>tion. 

Like Kansas City, they ~ave the space. 
time, and environment to pian carefully for 
the future. , · · 

Perhaps the difference is that in Kansas 
City-its people and its leadership-are com­
mitted to demonstrating an attractive new 
option for urban dwelle~s throughout this 
nation-a new quality o! Ufe within a metro-
politan center. · 

An obvious problem exists in how to han­
dle our end-of-the-century population of 
nearly 300 ~illion .A,mericans. Left to its 
own devices, this massive population will 
drift 1n exceSsive numbers to the very large 
cities-and none of t;hem can handle it. This 
uncontrolled growth cannot be ch ecked by 

rigid attempts to set immigration limits. Ex­
pansion and ugly sprJ'Wl can be checked only 
by attracting growth to other cities that can 
survive. 

In the past, the skUled craftsmen and the 
professionals went to the so-called centers 
of action-Los Angeles, New York and Chi­
cago-which lack the alternative we now 
provide. 

There are 75 metropolitan areas in the 
U.S. with populations under one-and-a-half 
million that appear to be able to absorb, in 
an orderly fashion, the population increase 
now forecast. Many of these cities have op­
tions open that if properly exercised can as­
sure that they will be both liveable and gov­
ernable in the year 2000. But only a few of 
these cities are exploring their options to 
bring thls about. 

The successful city of the Iuture must 
take action now-and not rely on external 
forces, and passively flow with the tide. Few 
great cities are historical accidents wherever 
they are located. Great cities develop because 
thinking men take hold action. 

We've learned a lot on our renaissance road. 
A ·firm commitment toward controlled, 

manageable growth is a necessity. We will 
not hustle pell men in any direction to 
achieve growth for its own sake. Our growth 
is slower than Dallas, Houston and Atlanta 
and we like it that way. Bigness for its own 
sake alone can only lead to the inhumanity 
found too often in many of our present cities. 

An honest to God coalition of. top-level 
business and government must be forged if 
cities are to continue to be places where our 
citizens want to work-and to live. Mutual 
respect and cooperation are the key words. 

Despite ·the recessionary trendl? in the na­
tional economy, businessmen can't back off 
from the job of helping to rebuild our cities. 
Business le<a.dership has to care as much 
about their cities, as they do about their 
P & .L statements .. and their country club~. 

·Without this concern, there might not .be 
any business ·'or country clubs ·to attend tO. 
- Cities must. act for themselves-and not 
wait for Washington to save them. 

Good News on the U.S. Urban S<iene-llke 
-leadership-isn't born, ·It's made. Cities Uke · ... • 
Kansas City are-,-and will be;-:-exac~ly what 
we make them. 

What we've made in Kansas City runs 
counter to the national rece~sion~ry ·trend. 

Our outlook 'for 1975 is optimistic and 
· bright. · 

Non-1~sidentia.l construction in Kansas 
City. was up more than 12 per cent In 1974-
and is .hoo.d.ed for another boom year. 

Ten new civic improvement p:~;ojects­
valued at more than $1.3 billion are now 
under construction. A backlog of another 
billion dollars is expected to be ready to go 
as the current projects near completion. 

Thirteen capital improvements-including 
seven first-class hotels-were completed and 
open last year. 

Bani:c resources, deposits and loans-which 
all hit record h_ighj'l in 1974--are expected to 
cont~ue their strong gro\\'th in '75. Retail 
sales-also at r.ecord levels during the last 
year-are forecast to continue to rise . 

Agribusiness-which represents 5a per 
cent of Kansas City's $4 billion GNP-is off 
and running . . 

Although residential cons_tructlon was 
sharply reduced in Kansas City, as it was in 
the rest of the nation, a 12 per cent increase 
1s forecasted this year. Unemployment has 
hit an amazing high of 5.6 per cent for us-­
it remains t .o or three per cent beneath 
the fast climbing national averages. 

Add to all of this the surprisingly divel'­
sified econ01ny of Kansas City and you can 
see where we get almost unprecedented eco­
nomic tabllity. Af} one fellow said, "We make 
everything but ships and cigars." 
. Thank you for joining us today. I hope 

.. we'll have the opportunity to show you 
Kansas City in the neil.r future. 
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, Mr. WILLIAM L. SCOTT . . Mr. Presi­
dent, I introduced a bill on Thursday, S. 

= 1243, to·encourage the District of Colum­
bia government to construct penal insti­
tutions within the District as a substi­
t'\lte . for facilities at Lorton in Fairfax 
County, Va. The Lorton problem has ex­
isted for a number of years and the fre­
quent ~capes and disorders within the 

· institution have been a constant concern 
of Virginia resident for many years. So 
much so that the Attorney General of 
Virginia filed suit to have the prison de­
clared a public nuisance and Fairfax 
County has instructed lts attorneys to 
file a proceeding to obtain the removal 
of the facility from Virginia. Our State 
legislature has also overwhelmingly 
passed a joint resolution memorializing 
Congress to take action to eliminate this 
festering sore within our State. 

. . _The basis for the problem appears to 
be that we have one jurisdiction sending 

· those convicted of crime within the Dis­
trict of Columbia into another jurisdic­
tion, the State of Virginia to serve their 
time. It would seem reasonable for those 
convicted of crime within the District of 
Columbia be housed within the District 
and I doubt that the friction between the 
two .jurisdictions will ever be resolved 
without the removal of the penal institu­
tion from our State. 

My bill would encourage the District 
of Columbia to construct new facilities 
within the District to serve as lAo replace­
ment for those in Virginia. It would per­
mit the $65 million appropriated by the 
Congress in 1972 for updating District 
penal institutions to be utilized for this 
purpose and would also provide that the 
proceeds from the sale of the 3,500 acres 
of land comprising the prison complex in 
Virginia be given to the District of Co-

. lu,mbia to supplement the funds already 
appropriated for new facilities. Should 
the District of Columbia government fall 
to construct suitable facilities and remove 
the prisoners by January 1, 1978, the at­
torney general would have authority to 
sell the prison complex and to construct 
suitable replacement facilities in the Dis­
trict or as an alternative to absorb all 
Lorton inmates within the Federal prison 
system. 

The measure was referred to the Com­
mittee on the Judiciary where I hope it 
will receive early and favorable consid­
eration. No doubt all Senators are famil­
iar with this controversy which has re­
ceived publicity through the media for 
many years. The passage of this bill 

·should remove a serious controversy be­
tween Virginia and the District of Co­
lumbia, and I do ask the support of my 
colleagues for its passage. 

NUCLEAR PROPONENT ONCE Kl\TEW 
. BETTER 

·Mr. GRAVEL. Mr. President, over the 
past several months, and recently on the 
Today television program, .nuclear 
physicist Dr. Ralph Lapp has emerged as 
. one of the chief promoters of nuclear 
power. And yet, just 3 years ago, Dr. Lapp 
·was a very convincing critic of our leap 
~to nuclear dependence. 

' ' 

· Mr. Ralph Nader recently· reminded me 
of some very impOrtant testimony pre­
sented by Dr. Lapp at the ·national re­
actor hearings in 1972 .. :Qr. Lapp testified 
on behalf of the National Intervenors a 
coalition of more than 150 citizen groups 
working to stop nuele~r power. 
· His subject was the emergency core 

cooling system, or ECCS, the safety 
backup mechanism. that is meant to pre­
vent nuclear catastrophe in the event of a 
loss of coolant to the reactor. 

In his remarks·,. Dr. Lapp noted that 
the ECCS was an unproven system. The 
confidence of the Atomic Energy Com­
mission that the ECCS would work was 
based solely on design criteria and com­
puter programs-in other words, the AEC 
assumed that if the machinery was de­
signed to work, that meant it would work. 

The agency overlooked the fact that 
the ECCS failed all six of its semiscale 
tests. And even though the full-scale 
ECCS test-called LOFT-had not been 
performed, the AEC continued to license 
new power reactors which rely on the 
questionable safety system. 

Dr. Lapp raised the most important 
question concerning reactor safety: Why 
are we building potentially hazardous 
reactors before safety equipment is veri­
fied? 

Dr. Lapp said: 
Given the present timetable for deploy­

ment of nuclear stations, the LOFT experi­
ments take on the character of a post facto 
safety program. . . . It is d11ficult for me to 
reconcile the fact that much AEC safety 
research is in the future tense, whereas power 
reactors are in operation. . .. 

Mr. President, the LOFT testing still 
has not been performed. It is 10 years 
behind schedule. And yet we continue to 
license ever larger and potentially more 
dangerous reactors. 

And I would like to point out that, just 
as reactors represent only one of the haz­
ardous steps in the nuclear cycle, other 
problems are being left unresolved as we 
rush into the nuclear commitment: 

The safeguarding of plutonium is in­
adequate, even though this byproduct of 
the fission process could be used by ter­
rorists to construct atomic weapons: 

We continue to defer meaningful de­
velopment of the desirable clean energy 
alternatives that are available. to us, so 
that it is impossible to know whether we 
need dangerous nuclear fission at all; 

And, incredibly, we continue to pro­
duce radioactive poisons in our reactors 
without having a plan for the permanent 
disposal of these wastes. Without secw·e 
storage, these poisons could cause irre­
versible damage to our land, our health, 
and to the genetic integrity of future 
generations. 

The logic is compelling: we must not 
accelerate the development of nuclear 
power if it is unsafe for us and for those 
who will follow us. 

I hope Dr. Lapp will again recognize 
this inescapable conclusion and again 
state it as well as · he did before the 
Atomic Energy Commission in 1972. 

Mr. President, I ask that Dr. Lapp's 
testimony of March 23, 1972, be printed 
in the RECORD. 

·There being no objection; the testi-

mony was ordered to be printed in the 
RECORD, as_ follows: · 

ACCEPTANCE CR~IA· ~OR EMERGENCY C~~E 
QOOLING SYSTEMS . 

(By Ralph E. Lapp) 
I appreciate this opportunity to appear· as 

a witness to discuss an issue of serious con­
cern to the future growth of nuclear electric 
power in this country. I am deeply concerned 
that the present light water generation of 
nuclear power reactors may not employ an 
adequate margin of safety to protect the 
public health and safety. ·· 

As of January ·1, 1972, a total of 23 nuclear 
generating units, rated ·at 10 million kilo­
watts of electrical · power, are in operation. 
Industry has accumulated about 100 reactor­
years of experience with power reactors. It 
might be thought that this record, laudable 
as it is, should install confidence in the safety 
of this new power source. However, this ex­
perience has been·primarlly with reactors of 
modest power; Shippingport (90Mw), Yankee 
(175Mw) and Dresden-! (200Mw) for which 
emergency core cooling is less of a challenge 
than in the 500-800 Mw class, for which ebout 
a fifth of the experience applies. Of course, 
there is no experience with the 1,000 Mw and 
large nuclear units. If we reckon reactor ex­
perience in the 1,000 Mw units, then we 
have about 18 reactor-years of record, i.e., 18 
years of operation of all reactors normalized 
to a 1,000 Mw level. Clearly, however, the 
lower power reactors which are weighted in 
the statistics provide no experience ba.Ee in 
the 1,000 Mw or large scale class of reactors. 

The fact that there has been no major 
thermal emergency (ECC accident or LOCA 
loss-of-coolant, accident) 1n the past is of 
little statistical significance. An accident 
probability of 0.01 per reactor per year or 
one chance that a. reactor wlll exhibit an 
ECC accident in one year's operation is not 
acceptable as a. public risk. This would mean 
a. 25% chance of accident over the 25 year 
life of the power unit. Life time operation of 
four such units would obviously be hazardous 
in the extreme. Deployment of large numbers 
of reactors requires that the individual re­
actor risk must be extremely small since the 
total risk is summed. . 

The ECC cha.llenge Is greatest in reactors 
exhibiting the highest power densities :1 a.nd I 
believe it is instructive to reproduce here the 
AEC charts displaying the time sequence­
growth of power plant size: 

The increase in power levels imposed upon 
reactor design a concomitant rise 1n power 
density and this, in turn, posed an emergency 
core cooling problem which, apparently, pre­
sel}.ted itself to the AEC's Regulatory Statf 
With the Consolidated Edison application 
for a construction permit (Indian Point 2 
application of December 1965, awarded Octo­
ber 14, 1966, for an 873 Mwe PWR). It seems 
to me that it was at this point that there was 
a realization, a realization still valid today 
that a high degree of confidence had to ·b~ 
assigned to reliance on the ECCS 1n order to 
make containment "honest." That is to say, 
the ECCS had to function reliably, otherwise 
a reactor transient could overwhelm the in­
tegrity of the containment and result in the 
release of fission products to the atmosphere. 

It was on October 12, 1966 that the Ad­
visory Committee on Reactor Safeguards 
(ACRS) stressed the need for emergency core 
cooling systems of high reliability and for 

1 By this statement I do not mean to imply 
that technical evaluation and experimental 
verification are unnecessary or not critical 
for emergency core cooling systems 1n re­
actors smaller than the larger scale reactors. 
My point is that with the dramatic increase 
in "the size of reactors, it 1s all the more 
necessary that critical safety problems (and 
particularly the problems surrounding ECC) 
are resolved now. 
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. 11 vestiga.t1on of the thermal behavior -of un- · Plan'! (Fel>rua:ry 197.0.) .- we find a. tabulation 

•. covered cores. . of. 50 individual pro~ams 1n reactor safety, 
on October 27, 1966 the Director of Regu- 15 of which are classified as Class A Prioritll 

lation· appointed a task force "to conduc~ a. defined (p. I-14): · 
review of -power reactor emergency ·core cool- "A: ·This iS a.'pplled - to very urgent, key 

· 1ng systems and core protection." A year later pi·oblem areas, the solution of which would 
tue Ergen Task Force filed Hs final report, clearly have great impact .• either directly or 
"Emergency Core Cooling," · containing 12 indirectly, on a. major critical aspect of re­
concluslons. The Ergen report defines a large actor safety." (Emphasis as in original 
number of technical unknowns in the ECC document.) 
field and makes many recommendations. The In addition, 20 of the programs are 
report could scarcely be regarded as a confi- stipulated as Class B Priority, meaning. 
de.nce-builder for the nuclear industry. It is "This is applied to problem areas which 
significant that ACRS (in its letter of Febru- a.re demonstrably of high interest due to 
ary 26, 1968) found itself in "substantial their potential effect on reactor safety." 
agreement" with some conclusions of the Many of these programs relate to the ECC 
E\·gen report. It is even more significant that issue: vet the document shows them extend­
thereafter, in letters dated March 20 and ing over a four to five year time span, begin­
November 12, 1969, ACRS reemphasized its ning in fiscal year 1970. 
recommendations on additional safeguards It is difficult for me to reconcile the. fact 
and research on ECCS. This repeated empha- that much AEC safety researoh is in the · 
sis. including reiteration on June 22, 1971, in future tense, whereas power reactors are in 
testimony before the Joint Committee . on oper~ttion. It seems to me that this situation 
Atomic Energy, supports my view that safety places the AEC's Regulatory Staff in an awk­
research in the ECC sector is lagging behind ward position when it is called upon to a.p­
time goals consonant with the safe deploy- prove new plant construction and operation. 
ment of large power reactors. The position will be very much more awk-

Finally, the ACRS letters of January 7 and ward as and if ut111ties cohtinue to advance 
February 10, 1972, dealing solely with ECC, reactor designs employing higher power den­
make clear that the ACRS shares the views sities. It is pertinent to note that the ACRS 
expressed here that the step-up in power (JCAE Au Hrg FY71 pt. 1, p. 133) stated: 

· density and size of reactors are unreasonable "While the resolution of the ECCS issue 
without a concomitant positive resolution of is believed acceptable for most reactors at 
the unknowns connected with ECC.% listed powers and power densities, the Com-

This safety gap which has opened up be- mittee is not now prepared to advise on the 
tween the accomplishments of AEC-industry acceptability of ECC systems for higher power 
research and development and the reality of density cores. Experimental work is required 
the AEC's Regulatory Staff approval of nu- to provide a basis for evaluation of operating 
clear-electric stations appears to me as most and accident behavior at higher power den­
significant and for this reason I would like sities. The ACRS also notes that more expert­
to direct my testimony to it. mental work is required to establish the 

As a specific example, I call attention to degree of safety and conservatism in current 
the long time delays which have been occa- ECC systems." 
sioned in the LOFT, loss-of-fluid test facll- I note that the December 28, 1971, state­
ity at the National Reactor Testing Station ment of Aerojet Nuclear Company (p. ll­
(NRTS). I wish to emphasize this partie- 22) states: 
ula.r facility since LOFT essentiality to .rea.c- "The development of analytical models 
tor safety is described by the AEC as follows: · used to analyze and predict the events of 

"LOFT is the only integral test in· the· wss-of-coolant accidents in water-cooled 
world planned to carry out a major loss-of- reactor systems should be complemented 
coolant accident experiment which inte- ·with experimental tests which provide data 
grates all of the accident initiation, re- m evaluate and verify the solutions of the 
spouse, and consequence phenomena into a analytical models. Without such experimen­
single test with engineered safety systems tal tests and resultant data, meaningful 
fu. operation. confidence limits cannot 'be established for 

"Additionally, it can be noted that- the analytical models." 
" ( 1) LOFT is the focal point which pro- When over a year ago LOFT semiscale tests 

vides a fundamental sense of direction to indicated a deviation of expeiriment from 
water reactor safety investigations the predictions of calculational codes, the 

"(2) as a live reactor in an accident mode Regulatory arm of the AEC established a 
!t makes investigators face reality and task force to review the data and in June 

"(3) it provides a central vehicle to build 1971 Interim Criteria. for ECCS were stipu­
and hold a competent technical staff in a lated. In a number of public statements 
vital national program." (Joint Committee (New Republic, January 23, 1971), I pro­
on Atomic Energy hearings, FY70, Pt. 2, p. posed application of limits to reactor power 
957.) levels and conservative siting policy to re-

The conceptual design of LOFT was com- duce the population at risk to the radioac­
pleted in 1963 and Kaiser Engineers was the tive consequences of a thermal catastrophe. 
firm selected as architect engineer for the The AEC Regulatory Staff (p. 1-32 of its 
facility. AEC testimony in 1964 stated: "This January 27, 1972 testimony) rejected such 
experiment is scheduled for test operation proposals in favor of the evaluation model 
1 1 t 9 approach. But how good is .such a model 
n a e 1 66." (JCAE Authorization FY~5• p. when it lacks experimental verification? 

764) · Testimony last year (JCAE Au. FY72, LOFT experiments later in this decade will 
Pt. 2, p. 855) stated that LOFT was 60% 
complete in its construction and that initial test the predictive capabilities of analytical 
operation was scheduled for late 1973. models but complete verification may not be 

·Thus it appears that LOFT is seven years attained since LOFT is a 55 Mwt reactor and 
behind schedule and that high temperature application of the results in'\1olves a scale­

. operations will be delayed until 1975. Given up of more than a factpr of .60. Furthermore, 
a limited series of LOFT experiments can 

the present timetable for deployment of nu- test only certain ECCS efficacies. Indeed, a 
clear stations, the LOFT experiments take on full-scale test With ah operating power reac­
the character of a. post facto safety program. tor would provide only a single set of results 

LOFT Ls not an isolated example of slip.. applicable only to the specific accident mode 
page in time-framing of the reactor safety and core history of the reactor. 
research program. If we look at the AEC's The siting of nuclear-electric stations ad­
WASH-l146 "Water Reactor Safety Program jacent to large populations imposes extra-

2 See also Water Reactor Safety Program 
Augmentation Plan, Report of RDT, pp. 7--H, 
26-27, November 1971, Exhibit 1026 herein. 

ordinary responsibilities on the regulat-ory 
agency which must liceftse these plants. A 
nuclear power pla.n.t constitutes a unique 
metropolitan hazard both in nature and in 

potential magnitude. I can think of only , 
one paralle~ of comparable risk, ~amely, s~t- , 
ing a large i_>op\llation in a valley directly . 
below a high dam. In such a case there is 
direct, line-of-vision perception of the thre-at · 
and graphic comprehension of the' conse­
Quences of a dam failure. It is, of course, a 
low p!'obability event. Given · no earth dis­
turbance, such as a seismic shock, people 
could put confidence in the engineering rec­
ord of 'the dam builders, but rare events, 
.:mch as earthquakes, can have high conse­
quences und this is precisely the statistical 
situation posed by siting nuclear plants near 
met-ropolitan populations. 

However, the layman is not apt to have 
line-of-sight perception of the nuclear risk. 
If he objects to the siting of a nuclear 
plant in his vicinity, be is at a disadvantage 
in intervening to oppose the nuclear action. 
In order to match wits with the nuclear 
utility, the intervenor needs 'time, money 
and availability of competent technical au­
thority. I would estimate that perhaps $500,-
000 is the sum needed to fund an adequate 
intervention. Very often an intervenor finds 
it almost impossible to obtain the serv-ices 
of qualified persons to serve as. experts. Too 
often, the intervenor has felt that he was in 
contest with not only the utility a.nd .the 
nuclear vendors, but also with the Atomic 
Energy Commission. If local intervention is 
to serve as a check on deployment of unsafe 
reactors or of unsafe siting, then ·intervenors 
must have access to some independent au­
thority with which to challenge the orga­
nized technical resources of the utllity. 

As an example of the problem of demo­
cratic application of checks and balances in 
a nuclear issue, I cite the 163-page state­
ment submitted as the AEC Regulatory Staff 
Testimony. On page 2 of the Forward; it 
states: 

"As the testimony indicates, the technical 
data available today have been combined 
with complementary conservative assump- . 
tions and procedures in the evaluation mod­
els. Together, these give reaso~ble assur­
ance that a design meeting the criteria will 
provide adequate protection to the health 
and safety of the public." 

But 1f we were to turn back the clock to 
the days before the Semiscale tests 845:-
851, and assume that the Regulatory Statr 
had then been required to prepare a. state• 
ment like the 163-page testimony submitted 
in this proceeding, would it not have been 
quite dlfi'erent in its character? Would "rea­
sonable assurance" as then posited have been 
as conservative as set forth 1n .Statf Testl· 
mony or perhaps as additionally required 
by the data disclosed at the public hear­
ing? We are not given a definition of what 
the Regulatory Staff means by "reasonable." 
In any event the health and safety of a 
large population is being decided by a. small 
population of experts who put their trust 
in evaluation models whose predictive capa­
bilities are subject to future verification. It 
is significant that neither the statement of 
Aerojet Nuclear Company nor the testimony 
of Milton Shaw defines the time scale for 
LOFT. The long delays in bringing the LOFT 
reactor into operation constitute a serious 
deficiency in the AEC's reactor safety re· 
search program and point to a need for ex­
amination of the mechanisms by which the 
AEC Regulatory Staff coordinates its research 
needs with the AEC's Division of Reactor 
Development and Technology. It would be 
pertinent to know how the Regulatory arm 

. of the AEC has expressed its concern over 
the long delays in the LOFT and other · 
safety programs. 

In his testimony (p. 3), Mr. Shaw states: 
"The background and pertinent in!orma­

tion pertaining to our safety R&D program 
and its relationship to other ongoing R&D 
programs and to the U.S. civilian power pro­
gram have been presented in many official 
AEC publications and covered in depth 1n 
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annual testimony before the Congress. 
(References 4-7, 10, 11) ." 

In his testimony, at pages 11 and 13~ Mr. 
Shaw appears to indicate that design anal­
ysis might somehow be a substitute for Im­
plementation of the research and resolution 

f the problems set forth in the Water Re­
actor Safety Program Augmentation Plan. 
I believe it very important to make clear 
that, whereas design modifications, operating 
experience and compliance investigation are 
all critically important to the safety of nu­
clear reactors, they are in importance con­
siderably outweighed by the basic research 
and experimental verification which are now 
lacking. To put it another way, I am not 
satisfied with "defense in depth" without 
the step-up in research and resolution of 
ECCS safety problems and other llmitations 
I have recommended in my testimony; in­
deed, the reliability of "defense in depth" 
is still in question. a 

The introduction (Chapter 1) to the Staff 
Testimony and Mr. Shaw's testimony ad­
vance the argument that technical debate on 
safety issues can be endless and therefore 
trade-offs, including philosophical trade-offs, 
must be made. In my judgment, in the area 
of predlctabllity of ECCS effectiveness, such 
trade-offs are an unacceptable substitute for 
experimental verlfi.cation, particularly in 
connection with large scale reactors. This is 
all the more true when one realizes that 
trade-offs suggested by the AEC and industry 
include so-called "conservative assumptions" 
which also have no experimental verification. 
We thus cannot logically argue that safety 
1s provided by a conservative or bounding 
assumption when that assumption has not 
been supported by experimental verification 
but rather by computer codes whose reliabil­
ity is severely questioned} 

At page 18 of Mr. Shaw's testimony, he 
states that it is his conclusion that "no 
crucial R&D data is [sic) required to make 
a determination on these ..n.terim criteria 
tor application to current designs" and at 
page 20 1n the first paragraph he sets forth 
what are in his judgment "the necessary steps 
to achieve the requisite degree of safety con­
sidered essential by the nuclear community." 

I wish to make it clear that these state­
ments of Mr. Shaw are unsupported 1n that 
the hearing has thus far demonstrated that 
crucla.l R&D data are required and that there 
has been demonstrated thus far that many 
experts in the nuclear community believe 
that the most urgent steps necessary include 
prompt resolution of ECCS safety programs 
by experimental verlfi.catton. Indeed, the 
statement in the first paragraph of page 20 
of Mr. Shaw's testimony is directly in confiict 
with the report of his Division under date of 
November 1971.6 Therefore, within the con-

3 In connection with defense in depth, I 
call attention to the Reactor Operating Re­
ports published by the United States Atomic 
Energy Commission, a summary of which 
appears as an appendix to other testimony of 
CNI, and to a recent publication of the Oak 
Ridge National Laboratory entitled "Safety­
Related Occurrences in Nuclear Faclllties" 
as reported 1n 1970 by R. L. Scott, ORNL­
NSIC- 91. These documents would appear to 
call into question the conclusions by Mr. 
Shaw that design research has been sufficient 
to provide for assurance necessary for the 
protection of the health and safety of the 
public. Moreover, it is well known that the 
regional offices of the Compliance Division 
are not adequately staffed. 

• See Shaw Testimony, pp. 13-14, 18, 20 
and24. 

a See Water Reactor Safety Program Aug­
mentation Plan, Report of RDT, November 
1971, and supra, N. 2. · 

text of my testimony, I do not believe that 
the AEC Interim Acceptance Criteria. for 
ECCS issued 1n June of 1971 are adequately 
conservative for use in analyzing severe, 
hypothetical design basis loss-of-coolant 
accidents. 

I submit that the AEC's safety program 
is deficient in publication of up-to-date and 
critical evaluations. I admit that this de­
ficiency is being corrected and the situation 
is improving. But I have taken the time to 
recheck the literature references cited by Mr. 
Shaw and I find that the AEC's safety pro­
gram has been inadequately dealt with in 
Congressional hearings. In some years the 
Joint Committee on Atomic Energy glossed 
over the issue with no critical examination 
of the program. The most recen t literature 
cited by :Mr. Shaw (AEC Licensing Procedure 
and Related Legislation, Hearings before the 
Joint Committee on Atomic Energy, 4 parts, 
2090 pages) is almost exclusively devoted to 
regulatory matters, with only little attention 
given to reactor safety. One would have 
thought that the Idaio Semisca.le Experi­
ments would have been treated in detail by 
the Joint Committee. Instead, the issue was 
dealt with by calling Mr. Shaw from the 
audience during a hearing to testify briefly 
on the problem. The Joint Committee con­
cerned itself with studying means of ex­
pediting the licensing procedures; and most 
recently in connection with Joint Committee 
on Atomic Energy hearings on budget and 
interim licensing. safety problems were 
ignored. 

I do not wish to appear to be unduly criti­
cal of the Atomic Energy Commission, but 
the nature and magnitude of potential nu­
clear risks demand a public accountability 
which imposes unusual responsibilities upon 
the AEC. Our democracy must invent mecha­
nisms for dealing with technological risk so 
that checks and balances are applied to the 
decision making of the AEC, particularly 
since the emergency core cooling issue in­
valves complex technology, as lllustrated by 
the technical detalls of various testimony 
thus far presented here. 

To summarize my position, I believe that 
the Atomic Energy Commission has allowed 
reactor safety research to lag so that its 
Regulatory Staff is calJcd upon to judge re­
actor applications w: ..• out an adequate ex­
perimental base which verifies the evalua­
tion models and checks out the calculational 
codes of the safety statements submitted by 
the utilities. Furthermore, it is my opinion 
that new mechanisms are required to pro­
vide independent checks and balances for the 
protection of the public health and safety 
in areas where high power reactors are sited. 

It appears to me that part of the explana­
tion !or the faltering AEC safety program 
in ECCS may be ascribed to the undefined 
role of the nuclear industry in this area. 
There was apparently a belief within the 
Atomic Energy Commission that it had ful­
filled its promotional aspects of reactor de­
velopment during the late 1960's and that 
it was up to industry to assume responsi­
bility for the safety of the reactors which 
were being marketed. In this connection the 
Advisory Committee on Reactor Safeguards 
(JCAE Au. Hrg. FY71 Pt. 1, p. 115) com­
mented: 

"We are unable to determine what factors 
determine industry vs. AEC funding of reac­
tor safety research programs, other than in 
those cases where the AEC discontinues sup­
port. Then the decision is clearly up to 
industry ... 

It is my impression that interest within 
the AEC shifted from safety research on wa­
ter reactors to programs oriented t-oward the 
power-breeder and that this also accounts, 
in part, for deficiencies in the present water 
reactor safety pro.zram. 

The proprietary nature of certain react.or 
safety information developed by nuclear ven­
dors may be tantamount to a cla.sslfi.ca.tion 
of data which denies the public access to 
information vital to their understanding and 
participation in public hearings. 

In conclusion, I wish to summarize some 
suggestions and recommendations which may 
be constructive in increasing public confi­
dence in nuclear power safety: 

1. Require the Atomic Energy Commission 
to submit an ann ual report on progress in 
nuclear reactor safety programs. I would 
suggest that this report include the separate 
comments of the Regulatory Staff and o! 
the Advisory Committee on Reactor Safe­
guards. 

2. Amend the Atomic Ene1·gy Act to require 
biennial public hearings of the Joint Com­
mittee on Atomic Energy fer the purpose or 
investigating the current status and ade­
quacy of the AEC-nuclear industry safety 
programs. 

3. Direct the Atomic Energy Commission to 
issue specific criteria. for the siting of power 
reactors, defining the allowable population 
at risk as a. function of distance from the 
reactor site. (The absence of speclfi.c criteria. 
has allowed escalation of the population at 
risk to a point where the Newbold Island 
facility would, 1! approved, "see" 0.75 million 
people within a. radius of 10 miles.) 

4. Encourage the nuclear industry to re­
design reactor cores to effect a. reduction in 
power densities so as to ease the burden on 
the ECC system ln the event of a. coolant 
accident. 

5. Require power derating of the large scale 
reactors under construction and presently 
seeking operating authority within a. radius 
of 10 miles from the reactor in which are 
situated more than 10,000 persons. 

6. Direct the Atomic Energy Commission 
to initiate a program to develop core restraint 
systems (i.e., "corecatchers") as part of a. 
defense-in-depth safety system to insure the 
public safety and protect the environment. 
(I would add that such a safeguard becomes 
essential for offshore reactors, slnce a melt­
through could result ln extensive marine 
contamination.) 

7. Consider type certification of power re­
actors, treating the reactor care and primary 
coolant system with ECC systems as a unlt 
so as to facilitate licensing of nuclear 
reactors. 

TRIDUTE TO A DYNAMO 
Mr. GRIFFIN. Mr. President, the sud­

den death last week of Prof. Keeve M. 
Siegel has stirred the sympathies of 
many Americans. Professor Siegel, scien­
tist and owner of KMS Fusion Industries, 
Inc., o.f Ann Arbor, Mich., was testifying 
before the Joint Committee on Atomic 
Energy last Thursday when he slumped 
in his chair and suffered an apparent 
stroke. He was rushed to George Wash­
ington University Hospital where he died 
of a cerebral hemorrhage on the follow­
ing day, March 14, 1975. His death is a 
great loss not only to his family, friends, 
and associates, but to my State and the 
entire Nation. 

Prof. "Kip., Siegel was a former Uni­
versity of Michigan professor and an 
expert in electromagnetic theory. Since 
1969, he has been in the forefront of 
research efforts to develop an alternate 
source of energy through the perfection 
of laser-fusion techniques. 

Almost alone among private firms in 
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this field, his small company, KMS Fu­
sion Industries, Inc. had done some of 
the most advanced work in nuclear fu­
sion in America. Its achievements are a 
tribute to both the creative genius of 
private enterprise and the personal drive 
and commitment of Mr. Siegel himself. 

Long before most Americans recog­
nized the critical need to develop our 
country's own sources of energy, Pro­
fessor Siegel and his associates were 
working on a potential solution. It is 
appropriate that we honor the memory 
of this man whose work will be a legacy 
to future generations of Americans. 

Accordingly, I ask unanimous consent 
that the Washington Post editorial of 
March 19, 1975, and an article in For­
tune magazine of December 1974 de­
scribing his company's research efforts 
into laser fusion, be printed in the 
RECORD. 

There being no objection, the editorial 
and article were ordered to be printed 
in the RECORD, as follows: 
(From the Washington Post, Mar. 19, 1975] 

KEEVE SIEGEL AND FUSION RESEARCH 

Last week, as he was beginning to read a 
statement urging Congress to provide more 
funds for nongovernmental fusion research 
activities, Keeve M. Siegel collapsed. He died 
a few hours later as the result of a cerebral 
homorrhage. His friends and his associates 
in a little known corporation called KMS 
Industries Inc. attributed his death to over­
work. For years, he had been pursuing, day 
and night, one of those ultimate drea:ms­
the successful generation of energy, in a 
controlled way, from the fusion reaction 
that provides the power of the hydrogen 
bomb. 

The story of Mr. Siegel and KMS contains 
some insights that ought to be kept in mind 
now that the need for success in fusion re­
search is so pressing. He organized his com­
pany in 1969 with the intent of tackling 
head-on the government's monopoly on nu­
cle~ energy research. His fights with the old 
Atomic Energy Commission were monumen­
tal--over patents, secrecy and personnel. 
The claims his company made for its re­
search were often disputed by scientists at 
the AEC and elsewhere. But in the last year 
or so, after he and his associates had poured 
around $20 million of their own money into 
the research, the claims began to be taken 
more seriously. Several articfes have ap­
peared in various Journals suggesting that 
KMS has developed the most advanced sys­
tem in the world for using laser beams to 
generate the pressure and heat needed to 
make the fusion reaction work under con­
trolled conditions. Just this month, the new 
Energy Research and Development Adminis­
tration awarded KMS its first government 
contract---$350,000 for a series of experi­
ments with its laser equipment. That led 
Science magazine to -speculate that the new 
energy administrators had decided it was in 
the national: interest for them to join forces 
with KMS. 

We have no idea whether the laser process 
for fusion being developed by KMS will pro­
duce the kind of results needed for a major 
technological breakthrough. We do know, 
however, that such a breakthrough would be 
of immense importance. If energy can be 
generated someday on a commercial basis 
from the fusion reaction, the energy crisis 
wlll be over. The baste fuel for fusion, deu­
terium. 1s cheap and practically inexhaus­
tible. Its by-products would be not nearly so 
dangerous as the by-products of the current 
fission reactors or of the planned breeder 
reactors or, even, of coal-burning furnaces. 

Whlle no one anticipates the use o! en-

ergy from any fusion process on a commer­
cial basis for at least 20 years, this is an 
area of research the government needs to 
push more in the future than it has in the 
past. To do that, the walls of secrecy about 
atomic energy that the AEC erected so care­
fully in the 1950s will have to be broken 
down n10re than they already have been, and 
the resistance to outside criticism and ideas 
that marked the old AEC will have to con­
tinue to disappear from the new energy 
administration. The existence of those two 
factors, as well as the AEC's rejection of 
entrepreneurs like Mr. Siegel, may well have 
slowed the development of atomic energy. 
Mr. Siegel's life work is a forceful reminder 
that even in this complex and extremely ex­
pensive area of research, there is a place 
for devoted and gifted scientists who don't 
fit into the conventional molds of normal 
goYernrnent administration. 

[From Fortune, December 1974] 
:EC IS INDUSTRIES BETS ITS LIFE ON L.\SER 

FuSXON 

(By Gene Bylinsky) 
In the world of thermonuclear-fusion 

research, a certain bigness prevalls­
ixnmense potentialities for the future, grand­
scale efforts to overcome the technical 
obstacles, huge costs that only governments 
can afford. Yet a small company in Ann 
Arbor, Michigan, has been agitating that 
world with some seemingly audacious claims 
of success. KMS fusion, Inc., says its scien­
tists have mastered the key mechanism of 
laser-driven fusion-a feat that has so far 
eluded the big teams of government re­
searchers in both the U.S. and the Soviet 
Union, as well as smaller groups in Great 
Britain, France, Japan, and West Germany. 

What's more, the brash little company 
attained its results with exceedingly low 
laser energy. This raises questions about the 
soundness of U.S. and Soviet plans to build 
mammoth lasers, which many scientists in 
both countries think are needed to attain 
success. 

Experimental proof that laser fusion can 
be made to work would strengthen hopes 
that this new approach will leap-frog the 
older, more ponderous schemes to achieve 
fusion through magnetic confinement. (See 
''La.sers Blast a Shortcut to the Ultimate 
Energy Solution," Fortune, May.) Trying to 
kindle on earth the fusion that powers the 
stars, scientists have attempted to confine 
ionized gas, called plasma, inside magnetic 
fields, or "magnetic bottles," in the innards 
of big and expensive apparatus. In the inte­
rior of the sun and other stars, fusion takes 
place because of enormous gravitational 
pressure. Inside the experimental devices on 
earth, the plasma has to be compressed and 
heated electromagnetically to ignition. 
(Fusion scientists use terms such as "igni­
tion" even though fusion, in which nuclei 
of light elements merge, is a different kind 
of process from chemical combustion.) There 
has been encouraging progress in magnetic 
confinement lately, but after nearly a quar­
ter century of research and expenditures of 
more than $500 million in the U.S. alone, 
that approach hasn't lit the magic fire. A 
major difficulty is leakage from the magnetic 
bottles. 

THREATENING TO UPSET THE SCENARIO 

Laser fusion greatly simplifies the con­
finement scheme. Converging laser beams 
would hold a tiny ball of fuel for a brllliant 
moment, compressing it to a density 100 
times that of lea.d. a.nd thus start igni­
tion. The resultant flux of neutrons would 
be captured as heat and transformed into 
electricity or made to do other useful work. 

In the U.S. large-scale work on laser fusion 
began only about five years ago. The Soviet 
Union started earner and now runs an 1In­
pressive effort. The U.S. has been building 

up a similar enterprise, with $64 million in 
federal funds going into laser fusion in fiscal 
1975. As part of the expanding federal pro­
gram, a huge $25-mlllion laser will be built 
at the AEC's Lawrence Livermore Labora­
tory near San Francisco to become opera­
tional in 1977. The Soviet Union is building 
a similar lasser. Official U.S. plans do not call 
for possible commercial use of laser fusion 
until about the end of this century. 

When KMS Fusion barged in, threatening 
to upset this leisurely scenario, the not 
unreasonable question arose how a small 
company, the only private company work­
ing directly in the field, could have outdone 
the government projects of the superpowers. 
Some skeptics suggested that KMS Fusion 
had made up the story to raise funds so that 
it could continue research in laser fusion. 
But the doubts faded considerably as the 
company kept reporting further advances. At 
a meeting of the American Physical Society 
in Albuquerque in October, 500 scientists 
listening to a KMS scientist reporting on 
the latest tests burst into applause when he 
finished. 

What KMS Fusion has done so far, to be 
sure, is a very early step toward eventual 
construction of laser-fusion reactors. The 
company's scientists succeeded at the end 
of 1973 in using laser light to produce a 
slight compression of tiny glass pellets filled 
with deuterium and tritium (isotopes of hy­
drogen). Last May, they compressed the pel­
lets further and started getting some en­
ergy output in the form of neutrons from the 
pellets--the first time anyone had obtained 
compression neutrons. In late October, by 
turning up the laser power a little, they got 
much greater compressions and a lot more 
neutrons. The company thus appears to be 
on the right course toward the next step, ig­
nition inside the barely visible pellet. This 
would be equivalent to the first successful 
chain reaction in fission. 

A FIREFLY 100 MU..ES AWAY 

There is a great difference, of course, be­
tween the tiny sizzle in the microscopic pellet 
that KMS has achieved so far and the bril­
liant intensity of a full-fiedged fusion burn 
that must precede net energy production. In 
the words of one scientist, it is "the dl.ffer­
ence between a firefiy 100 miles away and a 
giant lightning stroke." Still, KMS has over­
come what many scientists in the field con­
sidered to be the c:dtical challenge in laser 
fusion: compressing the fuel pellet sym­
metrically so as to avoid producing instabil­
ities that would prematurely break it apart. 

In a reactor, lru?er energy would implode 
perhaps dozens of such pellets each second, 
one after another. Before KMS conducted its 
pathfinding experiments there was a ques­
tion whether the basic process that underlies 
the concept of laser fusion could be made to 
work. The company's experiments showed 
that it could. Scientists at the Atomic En­
ergy Commission and their Soviet counter4 

parts now call the KMS feat "a signl:ficant 
first step" toward attainment of controlled 
laser fusion. 

That a small private company has out­
done huge governmental research efforts is 
no surprise to the energetic man behind it, 
mathematician-businessman Keeve M. Sie­
gel, fifty-one, who endowed his company with 
his own initials. Siegel believes in "the lesson 
of the Cavendish Laboratory," the famous 
British research establishment "where a few 
bright people outinvented the world for a 
long period of time. And they did this lit­
erally with wires and chewing gum. There, 
the people motivated each other. In a small 
company, there ls that same kind of drive 
for success. Whether the drive 1s motiYated 
by the scientific people ltke 1t was at Caven· 
dish, or by the desire to make a buck, I think 
that'$ all incidental." 

Siegel's own motivation includes but also 
transcends the desire to make money. He 1s 
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already a. millionaire from a previous venture 
in high technology, so he can afford to in­
dulge in some philosophy, too. A noted physi­
cist says that Siegel "has developed a Jehovah 
complex over laser fusion." Siegel speaks in­
tensely and persuasively about laser fusion 
as a new source of potentially unlimited en­
ergy, at once freeing the U.S. from its de­
pendence on imported oil and cooling the 
inflationary fever too. 

USING NEUTRONS TO FILL PIPELINES 

A boldly innovative aspect of the KMS 
approach is the idea of utilizing fusion neu­
trons not to produce electricity, as almost 
everyone else in fusion research wants to do, 
but to produce methane, the principal in­
gredient in natural gas. The neutrons would 
be used to break down water molecules into 
their constituent elements, hydrogen a.nd 
oxygen.- The hydrogen would be converted 
into methane, which would be put straight 
into pipelines. 

This novel idea evokes admiration on the 
part of some of the experts who have talked 
about a "hydrogen economy," in which hy­
drogen (produced by electrolysis) would be 
substituted for natural gas. Because hydro­
gen is so volatile, that· transformation would 
be complex and costly, requiring extensive 
changeover in distribution lines, storage fa­
cUlties, pumping stations, household appll­
ances, and other hardware. The alternative 
"methane economy" that Siegel is preach­
ing would supplement our supplies of natural 
gas (which is more than 80 percent methane) 
while leaving pipelines, pumps, and appli­
ances intact. To prove out the process, KMS 
Fusion is already producing hydrogen .. by 
the thimbleful and bucketful," as Siegel 
puts ·it, with neutrons from conventional 
generators. 

Since fusion can generate more energy per 
pound of fuel than any other reaction, the 
use of fusion neutrons to produce hydrogen 
could be an inexpensive and highly emctent 
process. The lack of cheap hydrogen has been 
an impediment to economic; C<Sal gasification. 
With cheap fusion-generated hydrogen, it 
would be possible to produce methane cheap­
ly and abundantly by making hydrogen re­
act with coal or with carbon derived from 
limestone. "If it works," says the chairman 
of a pipeline company that supports research 
at KMS Fusion, "it will be like the invention 
of the electric Ugh t." 

Siegel and his associates figure that by 
taking the shortcut from pellet to pipeline, 
their company could cut years from the de­
velopment of economic fusion power. The 
design of a methane generator would be sim­
pler than that of an electricity-generating 
fusion plant. Scientists at KMS Fusion talk 
about having a pilot methane generator op­
erating about five years from now if the com­
pany gets enough financial and technical 
help from the government and from larger 
companies. 

Most researchers at the AEC and at uni­
versities consider such optimism nothing 
short of reckless. Although they admire the 
technical achievements at KMS Fusion, these 
experts, almost to a man, don't see a demon­
stration power reactor until the mid-1990's. 

STEEP HEIGHTS TO BE SCALED 

Crucial tests to settle the issue may be 
performed in the next few months, or at 
the most in the next few years. Ignition wlll 
be a critical step. After that must come 
Hscientific brea.keven," where the flux of 
energetic neutrons and alpha particles from 
the fusion process equals the energy in the 
laser beam applied on the pellet. Another 
steep height to l>e scaled wlll be "total break­
even," or "engineering breakeven," where 
the energy produced by the pellet exceeds 
the energy put into the overall system that 
powers the laBel'. After that comes the tough 
engineering task of developing the fusion 
reactor. 

So far, KMS Fusion has invested $19 mil- quire far less laser power than the AEC cal­
lion in laser fusion. Some outsiders doubt cula.tions suggested. 
the company's ab11ity to last out what they Siegel and Brueckner approa.cbed the AEC. 
view as a long and arduous race. Siegel, who From their understanding of the Atomic En­
put..s the cost of a methane pilot plant at ergy Act, they assumed that Brueckner's re­
about $85 million, readily concedes the pos- suits would not be patentable. Accordingly, 
sibillty of having to drop out. "You are not they we.re surprised when the AEC's research 
talking to a. corporation whose future is as- director urged them to file patents. 
sured,'' he says, "and as chief executive I It turned out, however, that a number of 
have told that to my shareholders." AEC scientists bad secretly worked on implo-

A TOUCH OF THE GAMBLER sion schemes on and off Since the late 1950's. 
The answer to the question of what such The news of KMS's entry into laser fusion 

a. small company is doing in such an expen- therefore raised a lot of eyebrows in Liver­
siva and demanding field involves the am- more and other AEC labs. The AEC had no 
bitions and dreams of "Kip" Siegel. He is patents in the field because it had consid­
a man of huge girth and huge ego, ener- ered laser fusion to be related to weapons 
glzed by a pressing need to be liked, praised, development. Yet here was a private com­
aud appreciated. An expert on electromag- pa.ny applying for patents that touched on 
netic theory and a. former University of the AEC's own secret work aimed a.t a po·ten­
Michigan professor, Siege). has long cher- tia.l use of the laser as an H-bomb trigger. 
ished the dream of buUd~g a major ·oor- (Even today, that concept remains lmpracti­
poration. He ~de at least $4 million from hiS 'Cal. A laser big enough to trigger an H-bomb . 
previous venttire, conductron Corp. He has would cost perhaps $10 million, and it would 
faced skepticism before. While running Con- have to be transported by ship. Says Brueck­
ductron, for instance, he proposed a tech- ner, "You could do more damage by dropping 
nique to make U.S. missile nose cones less the la&er than by dropping the bomb.") 
vulnerable to enemy radar. Some scientists ·BATTLING ATOMIC BUREAUCRATS 

said it couldn't be done, but Siegel went Brueckner and Jp.tiS got caught in the 
ahead and proved it could. whiplash. The commission got tough and di-

Siegel Is something of a gambler. He 1s rected KMS to stop laser-fusion research, on 
part owner of a stable of trott~rs and likes the ground tha,t the work related to nuclear 
to watch his horses run. What gamble, 1f it weapons. The AEC conceded that it couldn't 
pays o1f, would pay more than a bet on a stop Brueckner from thinking, but in­
solution to the energy predicament? His bet structe.d him to stop discussin~ the ideas 
on laser fusion Is .a big one. He has been with his coworkers. He was also prohibited 
selling oft' divisions of KMS IndU&trles, the from doing a.ny calculations relating to laser 
parent company, to keep KMS Fusion going, fusion, except in his head. 
and has put in about $3 million of his own The AEC tried to talk KMS into quitting 
as well. the field, but Siegel decided to fight. He hired 

Siegel had no intention of getting into lawyers and even wrote a letter to Presideut 
laser fusion when he started KMS Industries Nixon. Slowly, the AEC eased its restrictions. 
in 1967. Conductron, a profitable electronics In February, 1971, the commission gave KMS 
company, had been absorbed into McDonnell a contract that allowed the company to work 
Aircraft Corp., and Siegel bad resigned after in laser fusion without government funds, 
a disagreement With Chairman James s. Me- without access to government information, 
Donnell. Rebounding wit~ amazing .speed, but under government control. The AEC also · 
Siegel t{)ok only a week to found KMS Indlis- 1·eserved the right to contest any patents 
tries. He assembled a pool of scientists-- -issued to KMS. 
many followed him from Conductron--a.nd - The toughest provision prohibited KMS 
began installing them in old, experienced, · from hiring any scientist, technician, or engi­
but technioo.lly backward companies that lie · -neer who had ever worked 1n federal laser or 
acquired with KMS stock. His idea was to nuclear-weapons programs. The AEC inter­
invigorate these companies with new tech- preted this provision literally. K.MS otnctaJs 
nological skills and new products to be mar- recall that once when they submitted a list 
keted through their established sales of fifteen proposed employees, the agency 
channels. turned down thirteen; it approved only the 

KMS Industries reached sales of $12.2 mil- two secretaries on the list. This kind of thing 
lion in its first year, and leaped to $51.7 effectively limited hiring to people with no 
million in its second, partly thanks to ac- experience in the field. 
qulsitions. During 1967-69, KMC Industries To provide leadership for Siegel's scieu­
acquh·ed no less than forty-six companies. tists, Brueckner took a leave of absence !rom 
Then, in late 1969, Siegel discovered laser his teaching post. Late in 1971, he and five 
fusion. other scientists from the KMS subsidiary in 

NEEDED: A NEW IDEA California moved to Ann Arbor. To further 
The concept that KMS Fusion has used so strengthen newly organized KMS Fusion, Inc., 

successfully was worked out by Keith A. Siegel had brought in Henry J. Gomberg, an 
Brueckner, an imaginative theoretical physi- experienced nuclear scientist, as president 
cist. Starting in 1968, Bruookner divided his of the enterprise. Toward the end of 1971, 
time between the University of California at Gomberg succeeded in convincing James 
San Diego and a KMS subsidiary 1n south- Schlesinger, who had just become AEC chair­
ern California. He also spent about eight man, to make a new interpretation of the 
days a yea.r as a consultant to the AEC's contract with KMS so that the company ' 
magnetic-confinement program. could hire scientists and technicians who had 

In the course of his work for the AEC, left AEC or defense jobs at least two years 
Brueckner could observe the high interest in earlier. That greatly eased the recruiting 
laser fusion in the Soviet Union and else- difficulties. 
where. He tried to prod the AEC into start- Delayed in its schedule for about two years, 
ing an active program and even presided KMS was able to begin large-scale work only 
over a meeting to discuss t.he subject. But in 1971. F01• about $1 million it bought from 
laser fusion got a cool reception because the Compagnie G~nerale d'Electrtctte 1n France 
AEC scientists at the meeting believed, the biggest and most powerful laser system 
among other things, that very large and much that was commercially available. Made of 
more efficient lasers would be needed to glass containing a. touch of the element 
achieve success. neodymium, the laser was so large it could 

Brueckner then asked Siegel what it would be tlown to New York only 1n a Boeing 747 
take !or KMS to underwrite a fusion project. cargo plane. It was then shipped to Ann Arbor 
"A new idea," Siegel said. Not long after- in specially equipped vans. 
Ward0 Bruecknei" caDle Up with one. He TRICKS WITH MmRORS 

wcrked out a compression and lmplooton In efforts to achieve symmetrical compres-
echeme thalt by his calcula.tlons would re- slon o! t.he fuel pellet, most laser-fusion 
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projects split the laser beam into a large 
number of sub-beams and have them con­
verge on the target from many directions. 
But this approach introduces the difficult 
problem of synchronizing and focusing the 
beams so that they will all hit a target the 
size of a grain of dust in the same billionth 
or tr1llionth of a second. 

Under pressure to minimize costs, KMS 
took a quite different approach: splitting the 
laser beam only once, and using mirrors and 
lenses to 1lluminate the pellet from many 
directions. This was a much more elegant 
solution than the multiple-beam approach. 

Another important advance was the "pulse 
stacker." With this instrument, the ultra­
short laser pulse can be stretched, accordion­
like, so that when the pulse hits the pellet 
the pressure is applied in a graduated way. 
Without a "pulse stacker," the laser's short 
blast would hit the pellet like a hammer. 

KMS also started developing new types of 
fuel pellets and learning how to mass-produce 
them. This was no easy task since it involves 
extremely close tolerances and the use of 
radioactive tritium gas. The deuterium and 
tritium are diffused into the tiny glass 
spheres by heating under pressure; the gas 
becomes trapped inside when the pellets are 
cooled. KMS has mastered the process to 
such an extent that it can mass-produce the 
pellets for less than a hundredth of a cent 
apiece. 

CANNIBALXZING A COMPANY 

Even with innovative and successful ef­
forts to hold down on· costs, fusion research 
is very expensive. What's more, Siegel moved 
tnto fusion at a time when KMS Industries 
was already facing financial stress. The 
trouble came in an avalanche. First; the 1969 
recession. KMS stock plunged from 73 a 
share to 12Y:!. Then, early in 1970, the com­
party was suddenly asked to repay $16.7.mil· 
lion to Detroit's Bank of the Commonwealth, 
which found itself in trouble, and· a year later 
another $5 million to John Hancock Mutual 
Life Insurance Co., which had purchased a 
twenty-year debenture but now, wary of the 
ruston venture, wanted its money back. 

To pay of! the debts and get money for the 
fusion project, Siegel started sell1ng off divi­
sions. In many cases he tried to sell to pre­
vious owners, and often he succeeded. Gra­
phic Services went back to its original own­
ers for $1.7 m1111on. So did the lens division, 
!or $896,000. A few months later, Vail-Ballou, 
a book-manufacturing company, was sold 
to Maple Press for $4.8 m1llion. The divisions 
went fast after that: two more in 1970, eight 
in 1971, five In 1972, two in 1973. · 

Today KMS Industries has only six divi­
sions left, including fusion, and is seeking 
to dispose of most of the remaining non­
fusion work. With most divisions gone, total 
sales have fallen from a high of $59 million 
in 1969 to $6 million in 1973; the stock 
declined to an all-time low of 1% this year. 

From the "cannibalizing," as Siegel calls 
it, the company took in $33 million. To get 
more funds for fusion research, Siegel tried 
to attract big companies as partners. In 1972, 
Texas Gas Transmission Corp., concerned 
over the possiblUty that its natural-gas pipe­
lines would be only half full in 1980, decided 
to support KMS research into fusion-pro­
duced hydrogen. It has so far contributed 
about $1.6 million. 

TOWARD THE MOST. FOR THE BUCK 

To help finance the fusion side of the 
work, Siegel succeeded in late 1973 in sign­
ing on Burmah Oil Co., Ltd., the huge British 
petroleum concern. Burmah has so far guar­
anteed bank loans of $12.5 million and has 
options to buy up to 20 percent of the com­
pany for up to $27.9 million. 

With its own money and Burmah's guar­
antees, KMS Fusion constt:ucted and equip­
ped a. "shooting gallery," where th.e rlfie-llke 
cracks of laser firings.' reso~d a.s the tiny 

pellets are · blasted in a vacuum chamber at 
the rate of about ten shots a day. 

Brueckner's calculations had looked so 
good that Siegel had expansively predicted 
that KMS would achieve scientific break­
even by December 31, 1973. But the technical 
problems turned out tougher than expected. 
By the end of 1973, KMS Fusion was still 
far from that goal, although it could report 
some slight compressions of the pellets, with­
out generation of "true" fusion neutrons. 
(It is relatively easy to obtain "false" neu­
trons from the corona. that forms around 
the fuel pellet.) The Russians \\""ere reporting 
similar results. 

A major milestone in KMS Fuston's drive 
for what Siegel calls "the most neutrons for 
the buck" was reached at 4:30p.m. last May 
1. The pop of pellet shot No. 1036 had just 
echoed through the "shooting gallery" when 
Roy Johnson, a young physicist who super­
vises the experiments, tore of! a Polaroid print 
from a recording camera and shouted some­
what hysterically: "We've got neutrons!" 

CHAMPAGNE AND INCREDIBILITY 

Other instruments were also indicating 
that the pellet had been compressed and im­
ploded. I! they were right, KMS scientists 
were the first in the world to see laser fusion 
taking place, though only on a tiny scale. 
Brueckner went out and returned with a 
case of champagne for the scientific crew. 

Siegel telephoned the scientist he had re­
cruited to be KMS Fuston's "test monitor": 
Novel Prize-Winning physicist Robert Hof­
stadter of Stanford University. (He was then 
director of Stanford's big high-energy lab­
oratory.) Hofstadter fiew-in to observe addi­
tional tests. The experiment was successfully 
repeated four times before KMS reported the 
facts to the AEC, which reviews the com­
pany's progress and all its public statements 
about laser fusion. 

The news, as released, met with a lot of 
incredulity. Part of the problem was that 
KMS was caught between the SEC, which 
requires immediate disclosure of important 
developments, and the AEC, which censored 
some important facts because of concern 
about security. Both criteria conflict with 
the scientific procedure of first presenting 
papers at meetings and publishing them iii 
journals. Not until August did the AEC de­
classify the fact that KMS had been using 
a new kind of pellet, a glass sphere filled with 
hydrogen isotopes. One newspaper, not fa­
miliar with the AEC's role in the disclosures, 
even claimed that the AEC had questioned 
the use of the word "unambiguously"­
which in fact the AEC had suggested-in the 
KMS news release. There were also other ill­
informed press reports. 

The skepticism generally faded after a. 
large contingent of AEC scientists came to 
KMS for a briefing and after KMS scientists 
showed they could repeat the compressions 
easily. Says John Nuckolls of Livermore Lab, 
a leading theoretician: "These are the best 
laser-implosion experiments so far." 

Continuing to scale up compressions and 
neutron yields, KMS recently achieved com­
pressions of 250 times by volume and ob­
tained seven million neutrons per shot. The 
company hopes to achieve ignition and scien­
tific breakeven in the next year and a half. 

In sunny Livermore, they proudly point to 
a big hole in the ground where a three-story 
building will rise to house that huge laser. 
AEC scientists there express doubt that KMS 
can move as fast as it says it can. "KMS," 
says Nuckolls, "has come out of the start­
ing gate with a quarter horse in a mile race. 
The race has gone about a quarter of a mile 
so far and just watch the next quarter. I 
think they have about run their horse out. 
Now the longer·-running horses can t ake 
over." 

Nuckolls means that the KMS laser is not 
powerful eno.ugh ~or .Igv.U? to get muc,h fll)'­
t:t;ter, but he. ~d~ts that he d~n·t rea].ly 

know. whether scientific breakeven can be 
achieved with a laser that size. It's a. difficult 
time to be a. theoretician in this fast-moving 
field, and KMS Fusion appears to be rewrit­
ing the theory. The AEC badly tmderesti­
mated KMS when it blandly stated in 1971: 
"We do not foresee KMS proceeding at a 
pace in advance of our laboratories. \Ve d o 
not believe it will be possible for such a firm 
to compete with the vast experience and re­
sources of our laboratories." 

LIVING FROM MONTH TO MONTH 

So far, KMS Fusion has proved the AEC 
wrong. But even if the company soon attains 
a net energy gain with its present laser, a 
number of tough engineering barriers stand 
in the way of a. laser-fusion reactor. The laser 
would have to fire at pellets at a rate of as 
many as 6,000 times a minute. No such laser 
exists today, although there are prospects 
under development. 

Another difficult task is designing reactor 
chamber walls that would withstand the 
constant battering by neutrons and alpha. 
particles, and the mechanical strains of mil­
lions of consecutive pellet explosions, each 
amounting to several pounds of TNT. Siegel 
insists, however, that KMS has made sig­
nificant progress in designing reactor walls 
for hydrogen production. He dismisses other 
scientists' doubts with an optimistic ''What 
they think are hard problems aren't." In hts 
view, the problems KMS faces are no longer 
scientific. "The major obstacle is me and my 
abillty to raise money. I don't think it's sCi­
ence anymore. It's financial brea.keven." Adds 
a KMS executive: "Everything is a cliff­
hanger. We practically live from month to 
month." 

Much more is at stake, of course, than the 
personal triumph or defeat of Keeve M. Siegel 
or a.ny other sicentist. It "is entirely possible 
that KMS Fusion wlll fall for lack of funds 
before it has had a chance to prove its con­
cepts. "If Siegel and his scientists are right 
in the parameters they've set," says a friend. 
"then everybody will be the loser if the 
project is not pursued to a successful 
conclusion." 

VIEWS AND ESTIMATES ON PEND­
ING · BUDGET REQUESTS-ARMED 
SERVICES COMMITTEE 

Mr. STENNIS. Mr. President, the con­
gessional budget act requires that views 
and estimates of standing committees on 
the pending budget requests be supplied 
to the Budget Committee by March 15 
so that the concurrent budget resolution 
can be prepared. Acting for the Senate 
Anned Services Committee, I have com­
plied with that requirement in a letter 
dated March 12, 1975. 

I am today making that letter avail­
able to the press, and I ask unanimous 
consent that it be printed in the RECORD 
so that it will be easily available to all 
Senators. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 
NEWS RELEASE BY SENATOR JOHN C. STENNIS 

Chairman John C. Stennis, of the Senate 
Armed Services Committee, said today that 
"some very hard policy choices would have 
to be made before any drastic reductions 
could be achieved" in this year's defense 
authorization requests. 

Senator Stennis made the statement in 
releasing a letter to Senator Edmund s . 
Muskie, D-Me., Chairman of the Senate 
Budget Committee. The new Congressional 
~udget Act. requires that standing . com­
J:ll.ittees make recommendations . by March 
15th for inclu sion in a concurrent budget 
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resolution .whi,ch is. to pe . en~.oted by May 
15th. -

With hearings . stlll in. process on Ad· 
·ministration defense requests, Senator Sten· 
.;nts said, any judgment now on reductions 
would . be "premature." He recommended 
inclusion of the Administration budget re­
quests-$107.7 b1llion in budget authority 
s.nd 94 billion in outlays-in the. resolution 
tor the category, nat ional . defense . . 

Each year this Committee has made sub­
stantial reductions in the Defense Authori· 
zatlon request. Between FY 1970 and FY 
19.75, the Committee cut a total of $10.0 bil­
lion from the Procurement and R&D fund 
request. In addition, some $2.6 billion in 
annual savings would be attributable to the 
reductions of 261,700 military and civllian 
.personnel that were recommended by the 
Committee beginning in FY 1972. However, 
because of the uncertainty in the interna­
tional milit ary situation some very hard 
policy choices would have to be made before 
any dra-stic reductions could be achieved this 
year," Senator Stennis said. 

His letter made these further comments: 
••nespite detente, real, substantial and poten­
tially hostile military capability exists 
throughout the world, particularly in the 
Soviet Union. We simply don't know the real 
tntention of the people who possess this 
large military power." . 

"The u.s. still remains secure and remains 
. the most powerful country In .. the world. 
However, over the last 10 years the balance 
has been slowly but perceptibly shifting. 
While the Soviet Union has gradually in• 
creased its defense spending as well as its 

. military manpower and equipment , the U.S. 
has gradually reduced its real defense spend· 
ing and the amount of its military manpower 
and equipment." 
. . ".The Defense budget request is large-over 

$100 billion. However, because of inflation, 
increased personnel costs,. and increased 
sophistication of weapons, it is buying less 
than 10 years ago. Since 1967, a series of 
increases in pay and benefits for mllitary 
and civilian personnel have more than 
doubled the average cost per man." 
· Senator Stennis concluded by suggesting 
that the timing of the new Budget Act may 

. force Congress to choose between setting 
overall budget ceilings or deciding which 

. budget programs are needed. 
"We should not have to make this choice,'' 

Senator Stennis said . He noted that the 
.Armed Services Committee is required to re• 
port its Mllitary Procurement Authorization 
Bill by May 15th-the final date for enact· 
ment of the concurrent budget resolution. 

Congress may not have the time or the 
machinery to resolve the differences involved, 
Senator Stennis said, and may face a choice 

. between an overall budget celllng and a 
group of programs which Ignore the· celling. 

"This was certainly not what I envisioned 
when this Congressional ·budget act was 
passed,'' Senator Stennis said. · · · 

The text of the letter from Senator Sten· 
n1s to senator Muskie : · 

MARCH 12, 1975. 
H-on. EDMUND S. MUSKIE, 
Chairman, Budget Committee, 

' U.S. Senate, 
Washington, D.C. . 

DEAR MR. CHAIRMAN : This letter, which pro­
vides our views and estimates ·on the na­
tional defense budget, is being provided as 
reqUired by the Congressional Budget Act and 
requested in your letter of February 3, 1975. 

.able to co:ver about haU of the. many matters fairs. will be·dlmlnished. Thl~ could lead to 
_in this bill a.nd none of those to a final con- a substantal t,hreat to our national interests 
elusion. Theref.ot:-e, it ls.premature to judge and tO world peace. . 
how many reductions can be made in this The Defens·e budget requests is large--over 
request. · · $100 'blilion. However, because of infiatton, 

At this time and for purposes of preparing . increased personnel costs, and increased so­
.the first concurrent budget resolution, we 'phistication of weapons, - it· is buying less 
recommend using the Executive Branch FY than 10 years ago. Since 1967, a series of tn-
1976 request for the overall budget category creases in pay and benefits for mllitary. and 
called national defense . . Accordingly, the civilian personnel have more than doubled 
figure for the defense category would be: the average cost per man. These raises, which 

[In billions] were intended to make military and civilian 
pay comparable to the civilian ec~nomy and 

Budget authority---------~ - -------- $ 107·7 to achieve the all volunteer force, account for 
Outlays ----------~----------------- 94·0 about 85 % of the difference between the FY 

These figures include the amounts for the 
Department of Defense military budget, the 
military construction budget, military assist· 
ance to Vietnam and to other countries and 
other activities related to national defense. 
They also include the as umption that mili­
·tary, civilian and retired pay increases in FY 
1976 will be held down to 5% and that the 
oil import tax does not require increased De· 
fense expenditures for oil. If these policy as­
sumptions do not stand, it could add $3.0-$3.5 
billion to the Defense budget request. 

Each year this Committ ee has made sub­
stantial reductions in the Defense Authori­
·zation request. Bet\veen :J'Y 1970 and FY 1975, 
the Committee cut a total of $10.0 billion 
from the Procurement and R&D fund l'equest. 
In addit ion, some $2.6 billion in annual sav­
ings would be attributable to the reductions 
of 261,700 military and civilian personnel that 
were recommended. by the Committee begin­

.ning in FY 1972. However, because of the 
uncertainty . in the international military 
~ituation some very hard policy choices would 
have to be made before any drastic reductions 
could be achieved this year. 

Internattonally, the world continues to be 
marked by military tension and, in some 
cases, open confiict. The Middle East, South­
east Asia, the border between Eastern and 
Western Europe and the border between · 
North and South Korea in varying degree 
represent potential opportunities for adverse 
action against U.S. interests. Despite detente, 
real. substantial and patentially'hostile mili· 
tary na.pability exists throughout the world, 

._ , palrticularly in the Soviet' Union. We simply 
ddn't know the real intention of the people 
who possess this large military power. We 
cannot foresee if and when others would use 
military power to threa.~e~ important U.S. 
intE'rests-80me whose character is known 
(e.g:, the sectirity of energy supplies) and 
others which are presently· unknown. We do 
know, however, that they possess the mill· 

·tary power to· do so. · In this situation the 
U.S. simply cannot· ·reduce its military 
strength to a level that would create unac­
ceptable risks to our vital interests. 

1964 and FY 1974 defense budgets. With 
600,000 fewer m111tary and civilian personnel 
it cost $54.4 billion to operate the Defense 
Depart men'Jj in FY 1974, an increase of $26.4 
billion, or 93 %, in 10 years. 

In the same period, research, procurement 
·and construction costs increased $1.4 billion 
to 24.0 billion. This 6% increase is much 
less that the 85% that inflation increased the 
price of purchases in this period. As a re· 
sult, fewer weapons can be brought. In FY· 
1976, the Defense Department request in· 
eludes money to buy 271 fighter attack air~ 
craft, compared to 583 in FY 1975. It includes 
50 ballistic missiles compared to 454 in FY 
1965; 2 nuclear attack submarines compared 
with 6 in 1965; 11 destroyers compared with 
16 in FY 1965; 138 helicopters compared with 
1226 in FY 1965; and no transport aircraft 
compared with 84 in FY 1965. Tl).~se f1.g:ures 
clearly show that while today's defe~ Qudg­
et includes a large amount of money, it will 
not buy. the. same amounts of milltary. equip­
ment tha.t we hav~ bought in the .p~t .. 

I would like to make one final com!fleut 
.on the budget process esta~Iished by tb,e .C~>n· 
gressional Budget Act. Although . ,w~ are 
.now just getting into the "dry . run" tb is 
year, .the tlming in . the. Congressional 
Budget Act . may . force C~mgress to cho_ose 

. between establishing figures on the . ov~r­
all Federal ,. budget an!i qetermini.l;lg which 
specific programs withiJl the overa-ll ~g.ure 
are '!;>est for the country. We should JlOt have 
to make this choice. In the long run, some of 

. tho~e sp~cific pr9grams may be more· 1m· 
portan~ . than . the precise . . overall Fed.eral 
budget figure for que year, .Under the. B.upget 
Ac~, tb,e Defens~, Authorization, Blll must be 

. reported to. the .Sen~te by May 15th. May 
15th is also the date the first concurrent 
resolution. on the QUdget must be enac.ted. If 

· th~re are major dUierenc~ betwe~n.'. the de· 
. fense authorizations reported to the Senate 
and defense budge~ figure contained In the 
concun·ent budget resolution, Congress may 
not have the tlme or machinery to reconcile 
t he differences. Since major ditre.rences would 
likely involve substantive policy tss1,1es, con­
gress might be faced with either an o.verall 
budget ceiling approach which, by its nature, 
puts the· substant~ve P.Olicy decisions ~~ .the 
Executive Branch or choosing to Ignore the 

. tiuaget figures. That was certainly not· what 
I envisioned when this Congressional Bu.dget 
Act was pa~sed. 

· Sincerely, 
JOHN C. STENNIS . . 

THE CIA WAS DOING ITS JOB 

As you kno.w, the · annual authorization 
process for the Department of Defense in­
volves a comprehensive and detailed review 
by this Committe~ oil the funds, man,power 
and line ftems requested for the Department 
of Defense. ·The Committee just received the 
Executive Budget recominendations on Feb­
ruary S and has held hearings from Febru- . 
ary 5 to the present time. We h~ve only been 

The U.S. still remains seeure and remains 
the most powerfuf country in the world. 
However, over the last 10 years the balance 
has been slowly but perceptibly shifting. 
While the SOviet Union has gradually in­
creased its defense spending as wen as its 
military manpower and equipment, the U.S. 
has gradually reduced its real defense spend· 
ing and the am~mnt of its military man­
power and equipment. In that period the 
Soviet Union increased its mllltary manpow­
er by some 750,000, while the United States 
reduct ed its military manpower by some 585,-
000. The U.S.S.R. retained about the same 
number of major combatant ships and sub­
marines, while the u.s. reduced these kinds 
of ships by one-third. SimUarly, the number 
of Soviet tactical aircraft remained level 
while tl1.e U.S. number declined 17 percent. 
Thns over the long run the quantitative mili­
tary potential Qf the Soviet Union has been 
increasing relative to that of the U.S. and has 
substantially narrqwed the clear margin the 
U.S. had 10 years ag~. If this trend sharply 
sp~eds up or contln~es for a long time, our 
ah111ty to lnfiuen,c~ t~e course of world af-

Mr. GOLDWATER. Mr. President, the 
Washington Star lias an editorial in 
this evening's newspaper that comes as a 
fresh breeze on this first day of spring. 
It defends the CIA and its retrieval of 
the Soviet submarine. Imagine the cour­
age of this fine newspaper, defending an 
action of one of the most important 
agencies of our Government, an action 
which will prove to be the most · ~­
portant gathering of .intelligence in this 

· Nation's history, a defense coming in the 
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teeth of a general kneejerk reaction by 
the fuzzy brained Members of Congress, 
other news media, and the general col­
lection of those who would rather see 
this country suffer than do one little 
thing which might offend the Soviet 
Bear. I say to the Star: Thank you for 
your well-expressed attitude and may 
you keep at it. . 

I ask unammous consent that the edi­
torial be printed in the RECORD. 

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

THE CIA WAs DOING ITs Jon 
There are two major points to make in 

tb.e case of the sunken Russian submarine 
that the Central Intellige'nce Agency tried 
to recover: First, the CIA was doing it~ job; 
second, the chances of keeping anything 
secret in the interests of national security 
are getting more remote evecy day. -

It has become fashionable to kick the CIA 
around; and investigations into it · and 
other intelligence-gathering agencies have 
sprouted thicker than spring crocuses. We 
have no quarrel with attempts to determine 
whether the CIA has over-stepped its 
bounds on domestic spying, nor with r~ining 
it in if it has-so long as the matter is 
handled in such a wa.y a8 not to destroy 
the agency and its vitally needed functions 
in the process. 

This 1s not a marshmallow world. Anyone 
who thinks the United States can lower its 
guard and dismantle its intelligence-gather­
ing apparatus 1s living in 4~eamland. Soviet 
lea.ders and the KGB no doubt arP. rubbing 
their hands in glee over the public fix the 
CIA has gotten into. · 

The sunken sub case has given the CIA's 
ci'ittcs some more ammunition. Boys playing 
at cops and robbers, it was a waste of money; 
whatever information that might have· been 

_ ~leaned from ~he Russian submarin_e would 
have been of minimal value, they say. All o~ 
-a sucid(m-everyone has become an i~~ellige:lce 
expert. - . ; -

we :regard_ "Project JE:m~ifer," as the. sub-
. marine operation was known in official cir­

cles, as a tremendous !eat. It was an extraor­
dinary accomplishment !or U.S. intelligence 
forces to pinpoint the location of the sub 
that even its owners couldn't find, and then 
to devise and have built a vessel . with the 
capability of raising the· sunken hulk out of 
17,000 .feet of water-and to pull it off ap­
parently without the Rlissla.ns knowing what 
was going on. That the submarine broke up 
and the important section sank back to the 
bottom certainly was a disappointment but 
it doesn't detract from the value of the 
project. · 

The signiflca~t thing that ought to be re­
membered is that the CIA was doing exactly 
what it was supposed to be doing: gather-

. tng foreign intelligence. It wasn't shadow­
tn·g U.S. dissident!? arom1,d · Washington pr 
New Yor~;: it was out on the l;ligh seas per- ' 
!orqting a !unction that was legitimate and 
potentrally of high intelligence value. 

Fear h~s ·been expressed in some !quarters 
that lt wm harm the move· toward detente 
with tll,e Soviet Union and queer efforts to 
reach agreement on strategic arms limita­
tions. That is absurd. Who believes !or a 
minute that the Soviet Union would not do 
the ::~ame thin~ if it had the opportunity? 
It detente is so shaky as to be thrown off 
course by this, it was never going anywhere 
in the first place. 

This brings us to our second point. I! 
there are diplomatic repercussions, they can 
be put down~<? the publl~lty about . the op­
eration, not to the operation itself. The So­
viets understand espionage and the need to 
keep lt from public view. If they complain 
·in this case, it wlll be because they'!eel that 

publlc exposure of the sub-raising operation 
somehow has made them appear inept or 
has challenged their national manhood. 

I! secrecy on this kind of operation is not 
in the national interest, what is? CIA officials 
are reported to have made strenuous efforts 
to keep the operation from being printed or 
broadcast by the U.S. news media, but to no 
avail. 

What has been gained by spreading this 
over the airwaves and across the front pages 
of the nation's newspapers? Sure, it was in­
teresting reading. Sure, someone gets to 
claim he was first to blab it to the public. 
Well first is not always best-and especially 
it is' not best when the national interest is 
involved. 

FOOD FOR PEACE 
Mr. CLARK. Mr. President, although 

the Food for Peace program began 21 
years ago, it only recently has been the 
subject of close congressional attention­
as world food shortages have forced 
everyone to focus on all areas of our agri­
cultural policy. In an excellent five-part 
series in the Washington Post, Dan Mor­
gan considers the program's purpose and 
potential. Morgan explains how "Food 
for Peace develops markets, expands 
trade, and when necessary, drivel;! out a 
competitor." His articles go on to demon­
strate how "Food for Peace has often 
served as a tool in the foreign policy of 
the Department of Agriculture." The 
questions raised in each article in the 
series are not new. The analysis, how­
ever, forcefully ~uggests that the old an­
swers are too old for the times and the 
fundamental problems . with. the opera-. 
tion and intention of Food for Peace re-
quire review and solution. · 

The very purpo~e of food assistance is 
at issue. What iS the goal of Food -ror 
Peace? Should FoOd for Peace-Public 
Law 480-be an instrument 'of foreign 
policy or should it . simply get food to 
hungry people whoever they are, wher-
ever they live.. · 

Congress will be considering those 
questions in the weeks ahead, and the 
Post series provides background and in­
formation that will prove very valuable 
in that process. 

I request unanimous consent to have 
the series of articles by Dan Morgan 
printed in the RECORD. 

There being no objection, the articles 
were ordered t.o be printed in the RECORD, 
as follows: 

BYZANTINE WORLD OF CARGO CONTRACTS 
(By Dan Morgan) 

Washington, a city where vessels larger 
than the President's . yacht are seldom 
sighted, is one of the nation's · main cen­
ter's of shipping business aptlvity. 

Congress holds a life-and-.death power over 
the subsidized American shipping companies 
here, trade and aid decisions are made here 
and millions of tons of cargo generated by 
federal programs are divided up by shipping 
companies here. 

The U.S. Food !or Peace program is ex­
pected to provide at least $250 million in 
ocean freight fees this year. And the chance 
to reap a profit 1s what draws the shipping 
crowd to Washington, to mingle with. diplo­
mats and, court ambassadors, lobby members 
of Congress and argue with bureaucrats. 

The food aid business in Washington 
spawns intrigue, rivalries and a cast of char­
acters which sometimes seems to be drawn 
from an Agatha Christie mystery novel. 

The shipping business is one facet of 
American food aid-a 21-year-old $24.5 bil­
lion undertaking that has been used to pro­
mote the State Department's foreign policy 
and open new agricultural markets abroad, 
in addition to its role in fighting hunger 
overseas. 

It involves dozens of shipping . brokers, 
who may . be here today, in San Francisco 
tomorrow and in Europe the day after; 
broker commissions that can net tens of 
thousands of dollars; mysterious foreign 
shipowners; Bermuda-based corporations; 
foreign bank accounts; reports of kickbacks 
to diplomats, and even frequent rumors that 
the Central Intelllgence Agency is involved 
in the ocean transportation business. 

The choice of which shipping lines get the 
subsidized cargoes is anything but auto­
matic. It can hinge on countless small deci­
sions by a myriad of little-known people who 
comprise the players in a game with multi-
million-dollar stakes. . -
. According to a report prepared -bY Rep. 

Otto E. Passman (D-La.), "Many millions of 
dollars in com~~sio~s are paid in such a 
way that they are not subject to U.S. in­
come tax laws." 

Some of the money winds up in Hong Kong 
bank accounts, the congressman said. 

Passman, chairman of the House Appro­
priations Subcommittee on Foreign Opera­
tions, C'1aims that •a large percentage of the 
cargo moving to recipient nations 1s moving 
under contracts handled by foreign nationals 
who either own or control the management 
of the freight brokers." 

He said he got his information about al­
leged ta,x-dodging and questionable "self­
deallng" practices of brokers from govern­
ment witnesses, but he was unable to say 
which witnesses had so testified. 

Several brokers, asked about the state­
ments, said that virtually all of them operat­
ing here are American citizens, .though many 

. were born overseas. 
However, several of them, who ask.ed not 

to be · identified; said they hav.e heard t~at· 
"cost-of-doing-business payments," or kick­
backs, to diplomats here or governments 
abroad often were required to win Food for 
Peace business for shipowners ,or operators. 

Privately; several of them accused Pass~ 
man of personally meddllng in the ocean 
shipping program by gettfng South Vietnam, 
and, more recently Bangladesh, to hire Amer­
ican shipping agents. 

Such charges and countercharges are en­
demic in the fiercely competitive world of 
the Food for Peace cargo business. 

To keep the costly-to-operate American 
ships at sea, the government grants the U.S. 
shipping industry a bewildering array of 
subsidies. One of the most important bene­
fits American companies get is an assurance 
that the government wm give them prefer­
ence in assigning cargoes. 

The direct benefits of this provision of 
Food for Peace are evident. 

Over $1 billlon worth of commodities wm 
be shipp~d abroa~ this year in hundreds of 
vessels und,er the auspices of the program's 
low-interest, long-term loans. The U.S. gov~ 
ernment finances the buying of the agricul­
tural commodities. But the foreign govern­
ments, except for Cambodia, pay the trans- · 

· portat~on costs. . 
The law says that at least hal! those car­

goes must travel in American fiag vest;;els. 
The U.S. government pays the ,a.ddltJonal 

ocean transportation costs that importing 
governments pay because of this require­
ment. Between 1970 and 1974, these "(Uffer­
ential" payments amounted to $229 million. 

From 1970 through 1973, U.S. flag ships 
hauled 12.9 nlillion tons of Food for Peace 
commodities. They also transported ~.5 . Intl­
lion tons of fertilizer and technical ald of 
the foreign assistance' program, and hauled 
military equipment for the Pentagon: · · · 

According -to Hans ·Blocklln ·or Lykes 
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Brothers Steamship Lines-the-largest Amer­
ican shipping ·company.._"We coUld suStain a 
regular service without lt [Food for Peace J, 
but we probably couldp.'t ·<;:all · a.t as J]lany 
ports. There's ~o question th~t [Food for 
Peace] is important~" 

One indication of" that is that Lykes car­
ded 29 of the 32 shipments of upland cotton 
transferred· under Food for Peace to Indo­
nesia 1n the last 18 months. 

In cases like that, the government­
financed freight can serve as a basic cargo, 
justifying a ship's service to a remote port. 

The Pacific Far East Line, which was ac­
quired last year by Joh n Alioto, son of Mayor 
,J'oseph L. Alioto of San Francisco, fills 
almost 20 per cen t of it s cargo orders with 
rice, wh eat and cot ton of t h e Food for 
Pe3.ce program. 

Aiioto, an aggressive businessman, called 
Washington in January when he learned that 
one of his vessels might be edged out of 
carrying Food for Peace rice to South Korea 
by bureaucrats at the Agriculture Depart­
ment. 

At Alioto's request, a representative of his 
line helped set up a.n emergency JJleeting 
Jan. 15 ln the office of Rep. Robert L. Leg­
gett (D-Callf.), a member of the House Mer­
chant Marine and Fisheries Committee. 

Present were shipping people, rice people, 
brokers and bureaucrats. 

Basically, the officials from the Agriculture 
Department were not happy with the deci­
sion of South Korea's supply agents in New 
York City to take all of some 60,000 metric 
tons of Food for Peace rice from the West 
Coast. 

They !elt a case could be made that it 
would be cheaper for the Koreans to buy at 
least some Gulf Coast rice and haul it from 
there, given the rather low ocean transporta­
tion rates prevailing then in the gulf. 

After some debate, during which the West 
Coast rice and shipping interests challenged 
the Agriculture Department's arithmetic, 
there was a compromise. 

It was agreed that about 10,000 tons of 
rice would be shipped from the gulf. The rest 
would be t aken from the West Coast, with 
t h e Pacific Far East Line's China Bear carry­
ing 8,000 tons, the ?\[adsen Line's Koppa 
another 21,671 tons and Korean vessels the 
rest. 

If the Food for Peace business is good for 
American operators, it is also valuable t o 
certain foreign shipowners as well. 

Nearly hal! the tonnage carried goes on 
ships not flying the American flag. 

One foreign ship operator, Abbas Gokal, 
was described by a Washington broker as 
"coming out o! nowhere in just three years." 

Gokal, a Syrian-born Palcistani, is re­
ported by reliable sources to have backing 
from an Abu Dhabi Bank in London in 
expanding his operations. 

Foreign flag ships owned or operated by 
Gokal's Gulf Shipping Co. or various other 
companies run by him have run up a re­
markable record in winning Food for Peace 
contracts to carry fre ight to Pakistan and 
Bangladesh. 

Saeed M. Sheikh of Star Trading and 
Marine, I n c., which represent s Gulf Ship­
ping in Washingt on, estimates that his 
agency h as placed a million tons of food and 
economic assist an ce cargoes to those two 
countries in recent months, abou t 90 per 
cent of the foreign fla g vessels. 

Alioto said the Depar tment of Agriculture 
allows foreign governments to select Gokal's 
ships "Even when American ships are in 
position." 

The department reviews all shipping 
awards and has overall responsib111ty for 
making sure the American-financed commod­
ities arrive safely. 

Yet the department does not have a single 
licensed merchant marine <?fficer or employee 

- -------~~ ~'~"' 

\vith commerc~al shiJ?I?i~k e~perlence as- . ge_t -SOuth. Viett;tani_ Jio move its comm~ty 
signed to the ocean· ;tran·sportat~on division. an<;l. freight pro~urement operations _out of 

The division's .director retired in mid-Feb- Saigon, where he said he was convinced that 
ruary, at a time whe-9 · d!'lparttment auditors ~ Rorr~ptic;l:t;~. ~as ·rife. _ _ 
were investiga.ting the program. _ __ .Since theri, a Vietniun government p_ro-

At least one lawsuit .alleging mismanage- curement office has been opened 1n Washing­
ment is pending aga.lnst the department. A ton. There was a scramb~e among Washington 
~ew York City shipowner c~aims his vessel shipping brokers to represent it, ~nd Smith 
departed from a gulf. port without a Food won. 
for Peace cargo because of the department's _ Th~ broker system inevitably spark~ charges 
inefficiency. of special relationships and favoritism-in the 

The broker system has grown up because relationship between shipowners, brokers and 
shipowners norm~lly rely on private brokers embassies. . .. 
to find cargoes !0!1' them, . and because gov- ·smith said he ls very careful to keep sbip-
ernments and most embassies don't have the owners at arms' length. · 
technical expertise,· communJca.tions facm- He scoffs at suggestions by competitors that 
ties or knowledge of ships, ports, markets he favors Central Gulf Steamship Corp. of 
and prices to perform the service. The com- New Orleans. · 
missions are paid by the shipowners. Indi- Two ultraQ1odern Central_ Gulf ships ~ere 
rectly, they are a cost of running the Food recenJ;ly picked to haul 27,6oo ·tons of rice to 
for Peace program. Bangladesh. VesselS of the same company, or 

The private broker who represents the ot its_ associated, Bermuda-based foreign flag 
mcst foreign governments is Harry J. Smith company, Mammoth Bulk Carriers, scored 
Jr., president of St. John International, Inc., heavily last summer in winning governmen-t­
With offices at 1666 K. St. NW., and in New financed cargoes of bagged urea fertilizer for 
York, Brussels, and Kinshasa, Zaire. _ South Vietnam. 

His competitors concede that Smith has "We like their style," Smith said. "We have 
had a "phenomenal track record" in getting supported them; they're respon~ible·; they 
accounts. His firm represents South Vietnam, are the sharpest American shipping company, 
Bangladesh, the Philippines, Ghana, Guinea, in IllY opinion." 
Jamaica and Bolivia. Previously, it repre- John H. Maxwell, the new acting director 
sented Cambodia, Zaire and the United Na- of the Dep~rtment of Agriculture's Ocean 
tions' World Food Program. Transportation Division, said he is revieWing 

Smith, an urbane, restless man, alumnus the overall system of tendering and awarding 
of Georgetown University and former lee- contracts for shipping. 
turer on ocean transportation there, cred- There is a requirement that the _bidding be 
ited his success to ·chance e.nd bard work. In competitive. But there is no rule that they 
1965, he registered as a lobbyist for the must be opened publicly or that they have 
American Log Exporters. to be awarded to the low bidder at t~e of 

Smith is a strong defender of the brok- deadline. Many bids are submitted by telex 
er system. and negotiation continues after the deadline. 

He said shipowners "would love to see Some brokers, like Smith, said this system 
embassies standing naked with fluttering ls preferable because of the _ extreme ~m­
hands, but as long as the agent is there plexity of matchh:~g cargoes with vessels-~n 
that is not going to happen." art in which economic !actors are often 

He says that he "aggressively" seeks a.c- cbanglng and the ships in competition are all 
counts With embassies. It is a cutthroat bus- different. 
iness, requiring legwork and some mingling However, Lykes Brothers' Blocklln said that 
in the diplomatic cocktail circuit to get a "publicly opened bids are the safest way to 
start, he said. When Cambodia. changed am- make sure that no advantage is talcen." 
bassadors several years ago, St. John lost the _ "You are dealing with a business where 
agency to Joseph Harari's American Trade there is always going to be backbiting," said 
Sales, Inc., in New York City. a government official with shipping expert-

Present shifts in the emphasis in the Food ence. "It is a business where only one _person 
for Peace program from the Far East to ends up h.~ppy; the owner who gets to carry 
South Asia have intenslfl.ed rivalries among the cargo. 
brokers and shipowners. 

"Food !or Peace is running hot in the Bay 
of Bengal," was how one broker put it. 

On Feb. 1, Smith's firm took over the 
account of Bangladesh on a six-month trial, 
af ter guaranteeing to save the embassy 
money in its ocean· t ransportation. Until t hen 
the emba.ssy had done i_ts own chartering. 

Smith's Bangladesh coup prompted four 
competitors to send a.n open letter to the 
Dacca English language newspaper "Holiday" 
charging that the "exclusive" arrangement 
with St. John would cost the Bangladesh for­
eign exchange. St. John International fired 
off a letter to Holiday claiming that a. few 
shipowners monopolized the business to 
Bangladesh and that St. John's assistance 
would save the Dacca regime money. 

St. John's Bangladesh success received a.n 
indirect nudge from Passman on Capitol Hill. 
While St. John's application was at the em­
bassy, Passman urged Ambassador Hossain 
M. All to obtain the services of an American 
freight agent. 

Passman said he never mentioned any com­
pany and had met Smith briefly only once 1n 
his life. 

"It is my belief that 1;bere should be a firm 
policy that all cargo under economic assist­
ance or Food for Peace should have an Amer­
ican freight broker;" he said. Otherwise for­
eigners might earn "Juicy commissions," be 
said. 

Passman also oought several years ago to 

OPENING MARKETS 

(By Dan Morgan) 
The United States' eviction of the .Soviet 

Union from the lucrative Iranian vegetable 
oll market in 1968 and 19-69 was an American 
agricultural policy victory made possible by 
the Food for Peace program. 

Throughout most of the 1960s, the U.S. 
Department of Agriculture regarded Iran as 
its domain in world oil seed trade. 

Then, as retired department official Harry 
I. Dunkelberger recalled it, Iran "found 
there was such a thing as competitive prices." 
The Iranians bought lower-priced Soviet sun­
flower seed on. By 1968, U.S. deliveries were 
down to 4,000 tons annually. 

The department met the challenge by 
pouring in $19.5 million of low-interest, 
long-term loans under the Food for Peace 
Program. These credits enticed an Iranian 
bank and a privat e Iranian company to buy 
83,000 tons of American soybean and cotton ­
seed oil. 

The Soviets soon dropped out of the mo.r­
ket; the United States then asked Iran to 
·pay cash !or the vegetable oil. _ 

The example illustrates how Public Law 
480, better known as Food for Peace, has 
often served as a tool in the foreign pollcy 
o! the Department of Agriculture. 

Food for Peace develops markets, expands 
trade and, when necessary, drives out a com-
petitor. · 
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Xhe. phenomenal growth of this country's 

fa~m exports-from $2.3 bllllon in 1955 to 
$21 billion in 1974-is Unke·d to Fooc1 ·for 
Peace. The program enabled the . United 
States to satisfy two traditional national · 
drives: helping the needy, and also .opening 
ne;w markets for American products. . 

It. moved a mountain of U.S. farm sur­
pluses overseas in the 1950s and 1960s. In 
the process, new tastes and diets evolved 
abroad that established a permanent market 
for this country's farm output. 

Ronald Muller, co-author of "Global 
Reach," a work on multinational corpora­
tions, cites some aspects of P .L. 480 as text­
book examples of what he calls "govern­
ment-corporate interlock"-instances in 
which private and public interest.c; are almost 
indistinguishable. 

The best example is the little-known "pri­
vate trade entity" (PTE) loans, relatively re­
cent innovations. The U.S . .. government 
grants credits to American subsidiaries over­
seas to buy commodities in. this .country. 

. The subsidiaries then use the proc~eds of 
the resale of the commodities on the 'local 
e.conomy to raise the currencies they ·need 
to .function. 

South Korean subsidiaries of Ralstori-Pu­
rlna, and the Cargill and Peavey grain com­
panies, have received such Food for Peace 
credits to help establish highly successful 

. poultry raising and animal feed oper~tions. 
. A similar Food for Peace PTE loan fqr buy­

ing commodities in this country ls aiding an 
American-Korean joint venture t<> build a 
grain sUo at the port of Inchon. 

The Soviet eviction from Iran's vegetable 
oil market was arranged under similar pro­
vtsions of PL. 480. 

Soon after that success, the Agriculture 
Department used P.L. 480 wheat-buying 
credits to pull another coup in Iran. The 
credits undercut Australian wheat exporters. 
Department sources allege that the Austra­
lians used kickbacks and rebates to corner 
the wheat trade with Iran, so that the P.L. 
480 response was justified. 

Between 1959 and 1971, PUblic Law ·480 
als!) directly subsidized a number of private 
American and foreign businesses overseas, 
through the Cooley loan program, named 
after the late Rep. Harold D. Cooley of North 
Carolina. The U.S. government loaned 420 
businesses a total of $415 million worth of 
loc.al Cl.trrencies collected by American· em­
bassies abroad as repayment of earlier 'Amer­

·1can Food for Peace shipments. The Cooley 
loa:ns made it possible for U.S. companies to 
start businesses abroad with little or no·out-
lay of dollars. · · 

The U.S. pharmaceutical industry re­
ceived many such Cooley loans in South 
America. Well known companies such as a 
Ralston Purina, Sears Roebuck, and General 
Electric also are among the firms whose 
names appear frequently on the Cooley loan 
lists. 

In South Korea, some Cooley loans went 
to the Chase Manhattan Bank, the First Na­
tional City Bank, the Bank of America {all 
for "business development promotion"), as 
well as to a brewery and a mink ranch. 

Official say the program stimulated sub­
stantial business activity, though very few 
of the Cooley credits were for projects or 
enterprises associated with agricultural de­
velopment. 

Food for Peace also spurred· a surging 
growth of American feed grains, mostly corn. 
U.S. feed grains now make up more than half 
tlle world trade, and may increase further 1f 
global tastes tor grain-fed chicken, pork and 
beef spread further. · 

The Agriculture Department has pro.tnoted 
this development and subsidized poultry 
operations that require feed grains all over 
the world. A byproduct can be seen in the 
the Kentucky Fried Chicken emporiums in 
such far away places as Panama City. 

An example of how Food for Peace has en-

CO'ltraged-that.trend are the prh.·ate projects 
. operat_ed -by. - subs~dJaries of Purina, Cargill 
. and Peavey in South Korea.. . 

They were instrumental in founding that 
country's first modern poultry industry, 
which in· turn gave the country. "a good; 
low price source of protein," as an official 
said. It also established a national require­
ment for 500,000 tons annuall~· of animal 
feed grains, where almost none had existed 
ill 1965. 

Robert P. Bratland, director of the private 
U.S. Wheat Associates office in Seoul, credits 
P.L. 480 with "getting the poultry industry 
started here, and also swine and dairy." 
.. ''Right now it is a very heavy burden to 
South Korea because of high prices and lack 
of foreign currency,'' he added. "It things 
improve, this market for U.S. grains could be 
great." 

The P.L. 480 dollar credits to the three pri­
vate companies totaled $12 million. They fi­
nanced the importation of 193,000 metric 
tons of corn, some animal fat and wheat 
flour. The U.S. government's Commodity 
Credit Corporation also financed portions of 
the ocean freight. An Agriculture Depart­
ment spokesman said the terms of the Cl'edits 
were "better than commercial l'ates." 

The United States, on behalf of the com­
panies, also sought and obtained other con­
cessions f1·om South Korea, including guar­
antees against restrictions of f~d grain im­
ports for three years and conversion of local 
proceeds into dollars so Washington could 
be repaid. 

Meanwhile, proceeds ft•om local sale of the 
corn and of processed feed grains were used 
by several of the ventures to establish egg­
laying and broiler o,l}erations. 

According to E. E. Hl.trst of Ralston Pur­
ina's International Division, "We wouldn't 
have put capital into that market without 
this arrangement . • . What it did for us 
was provide !or a capital influx at a time 
when the market was very small ... basically 
small farmers and primitive operations. A 
lot of people were trying to raise chickens, 
but the quality ..,f the feed was bad. Basi­
cally what this .did was to bring in a lot of 

. U.S. · companies." 
According to a U.S. agricultural attache in 

Seoul, the private P.L. 480 deals have intro­
duced a level of sophistication and tech­
nology not previously known. Other officials 
say they have benefited chicken farmers as 
well. 

Less successful was another effort to use 
South Korea as a proving ground for Amer­
ican-style cattle raising. 

The project involved airlifting 264 steers 
from Oklahoma in "the longest cattle drive 
in history," as a pamphlet of the U.S. Feed 
Grains Council described lt. The council fi­
nanced the effort in an attempt to expand 
the Asian country's grain-ted cattle in­
dustry. 

Subsequently, the Seoul regime barred 
foreign exchange outlays !or importing more 
of the cattle because of depleted govern­
ment reserves. "As a result, [South Korea] 
was left with a feedlot facility and trained 
personnel but no readily available supply of 
feeder cattle," said the council's report. 

That setback in expanding the market for 
American grains is minor compared With 
the overall success ot the Agriculture De­
partment ill boosting cash exports, however. 

Statisitcs indicate that Public Law 480 has 
been enormously successful as a "come on·• 
!or later cash deals. 

In 1960, total commercial agricultural ex­
ports from the United States totaled $3.2 
billion, compared with agricultural exports 
under the law of $1.2 billion. 

In 1974, total commercial farm exports 
were $21 b1111on and Food for Peace exports 
were under $1 billion. 

Yugoslavia, Brazil, Taiwan and Japan are 
examples of countries that have gone from 
heavy dependence on food atd to being all­
cash customers. 

In, many .cg.ses; t\Ccep~ta.nce of food-buying . ll. 

credits requires . a. commitment .to ma~e. a 
substantial commercial pur~hase. 

Accepting credits · this year, Egypt agreed. 
to buy 2,144,000 tons of wheat from the . 
United States and South Korea promised to 
purchase at least 150,000 tons o! rice !or cash. 

In food aid idealistic concerns about mal­
nutrition abroad and solid business ration­
ales often dovetail. 

An example of this ls the activity of the 
American blended foods industry on behalf 
of increased humanitarian assistance to 
hungry nations this year. 

The credits for food that the United States 
gives are mainly used by governments abroad 
to purchase bulk commodities such as wheat, 
corn and rice. These commodities a.re usually 
resold by the governments in cash markets 
and become available to the population for 
local currency. 

By contrast, blended foodS-one fortified 
with vitamins and high protein sources such 
as soy-sre purchased directly by the U.S. 
government from American producers, and 
distributed abroad as part of this country's 
food giveaway program in some 93 countries. 

Th 3 humanitarian cause and the market 
development rationale merge in the selling 
of these blended foods. 

Herbert J. Waters, president of the Amer­
_can Freedom . from Hunger Foundation, 
which lobbied aggressively at the World Food , 
Conference for increased American food aid, 
is also the. Washington representative of 
Archer Daniel Midland Co., which manufac­
tures wheat and soy blended products. 

Waters testified before the Senate Agricul­
tttre Committee recently in favor of increas­
ing the blended food component of Food for 
Peace. 

Waters said that instead of providing just 
bulk commodities, the United States should 
send processed products, to support the in­
dustry here and keep jobs at home, rather 
than subsidizing processing industries 
abroad. 

Dr. F. James L-evinson, director of the 
International Nutritional Planning Progrnm ' 
at the Massachusetts Institute of Tech­
nology, said blended food promoters were 
extremely active in India while he was there 
as a member of the AID mission. India .1s the 
No. 1 recipient of American free food. 

He said "very active" corn industry lobby­
ists tried to prevent the Indian government 
from starting its own indigenous processed 
food-making program. 

"The introduction of wheat soy blend was 
an effort (by AID) to appease the wb.eat 
people,'' he asserted. · Partly as a result of 
similar lobbying, "Pakistan went from corn 
soy milk to wheat soy blend to whey soy bev­
erage . . . you can imagine what kind of 
havoc this plays in running a fee-ding 
program. 

Nutritionist Alan Berg wrote ln his book, 
"The Nutrition Factor,'' that the U.S. gov­
ernment annually buys more than $30 mu­
llon worth of corn soy milk, a htgh protein 
cereal. 

The General Accounting Office, Congress' 
watchdog agency, says that stnce 1970 only 
two companies have supplied this commodity 
to the government. 

Many independent experts consider blended 
foods excellent, though expensive, and would 
like to see the~ marketed much more widely 
all over the wotld. They also add that with­
out Public Law 480, blended foods would not 
have made the Inroads they have around the 
world. 

According to Berg, however, the problem 
remains to "reconcile the <lemand tor cor­
porate profit With a product low enough ln 
cost to reach the needy tn large numbers." 

HtGH RICE PRICES PROBED 

(By Dan Morgan) 
American rice growers produced a record 

crop of 5.2 million tons last year. Only about 
hat! of it will be needed by mlllers, brewers 
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and other rice consumers tn the United 
States. 

Yet rice prices have not declined substan­
tially in supermarkets, or in the rice trade. 

Some government agricultural specialists 
are convinced that the explanati-on for this 
seeming contradiction of the basic law of 
supply and demand is that infiuential friends 
of the rice industry in politics manipulate 
the prices through the Food for Peace pro­
gram. 

U.S. Department of Agriculture investiga­
tors have been quietly studying the relation­
ship between profits and politics in this 
country's rice trade for some time. 

Sen. Hubert H. Humphrey (D-Minn.), a 
member of the Senate Agriculture Commit­
tee, has demanded to know "what kind of 
monkey business is going on with these rice 
prices," and suggested that "somebody's tak­
ing us for a ride." 

No sooner was it clear last fall that a 
large crop was in prospect than friends of 
the industry on Capitol Hill, such as Rep. 
Otto E. Passman (D.-La.), began pressuring 
government agencies to allocate more rice to 
the Food for Peace program. 

As a result, 1 million tons-almost a fifth 
of the entire crop and nearly half of all 
anticipated exports-have been earmarked 
for the government-subsidized food aid pro­
gram by an interagency group. 

In December and January, Passman made 
a tour of rice-eating nations abroad and 
urged them to buy more rice for cash, whlle 
indicating that he could be helpful in getting 
the government to earmark food and under 
the low-interest, long-term loans of Food for 
Peace. One such country was Bangladesh. 

At the same time, RichardT. Hanna, who 
retired from Congress in January, swung into 
action. 

Hanna. journeyed to Seoul to try to break 
a bureaucratic logjam that was delaying the 
shipment of 7,000 tons of Food for Peace 
rice to South Korea. 

"I was in a position to go to the top of the 
bureaucracy, to the President and to the 
deputy prime minister, Nam. We're good 
friends," said Hanna, who won the nickname 
"the California rice salesman" among Ameri­
can diplomats during his Asian tours as a 
six-term Democratic congressman. 

Hanna said that some Korean officials ap­
parently believed American rice prices would 
decline if they waited. Soon after Hanna's 
mission, the rice transfer was approved. 
Hanna, whose district, covering Orange and 
Los Angeles Counties, grows no rice, went to 
work for George E. Koppel, Inc., of Long 
Beach, Calif., after leaving Congress. The 
company exports vegetables and bulk foods, 
including rice. 

In some respects, the way the government 
handles its rice policy is a humanitarian's 
dream. In effect, a fi!th o! American rice is 
being grown !or the food aid program. 

However, there are several drawbacks. 
Much of the food a id rice does not reach 

the hungriest people. 
Since 1968, the main receivers o! it have 

been relatively well-to-do Asian countries, or 
military client governments of the United 
States. Five countries-cambodia, South 
Vietnam, South Korea, Indonesia, and the 
Phlllppines-received almost all the rice 
shipped under the program. Small amounts 
went to India, Liberia, Guinea, Ghana and 
Zaire. 

The first shipment of 150,000 tons of Food 
for Peace rice to Bangladesh left only 1n 
February. 

Sen. Mark Hatfield (R-Ore.) charged re­
cently that most of the aid rice airlifted into 
Cambodia now goes to soldiers and civil serv­
ants, with less going to refugees. 

Almost all the rice ls transferred abroad 
under Food !or Peace's dollar credits pro­
gram. The United States gives loans to gov­
ernments abroad on favorable credit terms, 
to buy the commodity ln this country. 

Rice industry officials speak of Food for 
Peace as a means of financing · exports, to be 
used in combination with other methods 
such as straight commercial purchases. 

Another anomaly of the rice aid is that 
a single company, the Connell Rice and Sugar 
Co. of Westfield, N.J., has had over $679 mil­
lion worth of the export contracts under Food 
!or Peace since 1968 out of a total of $1.3 
blllion, according to records at the Agricul­
ture Department. 

Grover Connell, the company president, 
attributes his success to aggressiveness, and 
to underbidding his competitors. 

However, Agriculture Department officials 
say that Connell's superior capacity to hold 
large quanties of rice has made it possible 
for his firm to make sales at higher prices 
than smaller export operators. 

When Cambodia procured 50,000 tons of 
Food for Peace rice in late January, Connell 
was able to win a contract to supply 23,296 
tons while three of its competitors were 
offering the remainder at prices as much as 
$13 a ton lower. 

In other words, higher-priced Connell rice 
was needed to complete the Cambodian order 
because other firms didn't have enough rice 
on hand. 

A mystery man in the closely knit circle 
of big-time rice dealers is a. wealthy Ameri­
can-educated South Korean now resident in 
Washington, Tong Sun Park. 

Park is friendly both with Connell and 
with a number of members of Congress, in­
cluding Passman and Hanna. 

According to Connell, Park represented the 
New Jersey firm several years ago in Seoul, 
when the company was competing to provide 
rice under the Food for Peace credit program 
to Seoul. 

Connell said Park was paid a "nominal" 
commission and has not represented the com­
pany since the South Korea government 
transferred its government purchasing oper­
ations to New York City. 

Passman, who has known Park for a long 
time, describes the South Korean as a •·fine 
negotiator." 

In September, 1972, Park arranged a lavish 
banquet for Passman at the Sejong Hotel in 
Seoul during a visit by the congressman to 
South Korea. 

On Passman's latest trip to South Korea in 
January, Park was booked into a $150-a-day 
suite adjoining Passman's in the Chosun 
Hotel in Seoul, The Washington Post's Don 
Oberdorfer reported. The hotel told Oberdor­
fer that the accommodations were arranged 
by Park's Miryang Navigation Co. 

The shipping company, according to reli­
able sources, owns only a few South Korean 
vessels. The sources said Park also operates 
Japanese-owned vessels under the Korean 
flag for at least one major Japanese shipping 
company. 

Park also runs the exclusive Georgetown 
Club on Wisconsin Avenue, where diplomats 
and shipping brokers-including some who 
vie to obtain contracts for transporting Pub­
lic Law 480 rice--dine off pe ;vter plates in 
dark-paneled elegance. 

Several American businessmen acknowl­
edged in response to questions that they have 
asked Park to do favors for them in South 
Korea, Park did not return any of the calls 
placed to him in connection with the prep­
aration of this article. 

The debate about the role of rice 1n the 
Food for Peace program has gone on between 
government agencies in Washington for some 
tin1e, though it has not surfaced publicly. 

A government economist who formerly 
worked on budget matters recalls that officials 
argued against allocating large quantities of 
foodaid rice to Indonesia on grounds that it 
was discouraging that country from realizing 
a vast potential for increasing its own rice 
output. 

"It was always the same we would make 
this point, and then the rice people would 

come storming in and Indonesia would get its 
rice, it was very discouraging." 

A former coordinator of the program, Irvin 
R. Hedges, maintains that the Food for Peace 
program was, in effect, setting the market 
price for the commodity during the four 
years he was running the food aid program. 

He also maintained that Passman and 
others were bringing strong pressures to bear 
to get more rice put into the program. 

"It was our government-financed pur­
chases that were setting the price," Hedges 
said. In 1972, he said, he attempted to get 
the Office of Management and Budget to place 
a ceiling on the government-financed rice 
prices. 

"We could have saved mlllions of dollars 
if we had announced a cei11ng at which the 
government would finance. The government 
was making the market. A couple of com­
panies got hold of the market and just 
gouged. The profits were going to two or 
three." 

Herbert J. Waters, president of Tadco En­
terprises, Inc., which buys commodities in 
this country :!or Jamaica, says that when "we 
knew there was a (Food for Peace) tender 
coming up on rice, we'd have to get out of the 
market." 

Waters said soaring rice prices brought on 
by the demand created by Food !or Peace 
financing forced Jamaica to turn to Guyana 
as the main supplier. 

Connell strongly denies that there is any 
connection between the Food !or Peace pro­
gram and the market price of rice today. 

He said only 400,000 tons of rice have been 
committed abroad through the program­
not enough to hold prices up. "It's world 
demand for rice," said Connell. Trade sources 
confirm that cash demand !rom wealthy 
countries such as Saudi Arabia and Iran is 
strong. In money value, though, Food !or 
Peace has already given the rice industry 
more than $200 million worth of contracts, 
only slightly less than the value o! wheat 
shipment,c;, with more to come. 

Connell also noted that Jamaica has al­
ways looked to Guyana to supply most of its 
rice needs, and now has a trade agreement 
with that country. 

Others say that food aid rice is not very 
price-competitive with commercially sold 
varieties because much of it consists of in­
ferior "No. 5" grade with up to 20 per cent 
broken grains. 

In defense, rice officials say that just as 
large a proportion of the American wheat 
crop was moved under Food for Peace in the 
1960s. Also, they add, rice tends to be the 
poor man's food in Asian and South Asian 
countries, while wheat products are con­
sumed by more affiuent people. 

James J. Naive of the Agriculture Depart­
ment's Economic Research Service, however, 
says Food for Peace "very definitely" influ­
ences rice prices by adding to demand. 

Many rice trade people acknowledge their 
dependence on the program, and say they 
feel very vulnerable to shifts in American 
foreign policy that could affect their fortunes. 

The export trade is especially crucial to 
California growers because there is almost 
no domestic markup for short-grained Cal­
ifornia rice. 

Gordon Dore, a Passman friend and presi­
dent of the Supreme Rice Mill of Cronley, 
La., criticized congressional limitations on 
foreign aid to countries not seriously affected 
by food and fuel shortages-a list that in­
cludes such traditional rice recipients as 
South Korea, South Vietnam and Indonesia. 

"This has really cut into us," he said. 
Rice industry publications also make clear 

that Food for Peace allocations are our vital 
concern. 

The Jan. 15 \Vashlngton Rlceletter pre­
dicted high demand and continued good 
prices. But the Riceletter noted at the time 
that Congress's Food for Peace restrictions 
were "hurting exports." 
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IMPACT OF U.S. FOOD HEAVY ON S. KoREA 

(By Dan-Morgan and Don Oberdorfer) 
South Korea is "the greatest success story 

worldwide" of the Food for Peace program "in 
terms of its contribution to the growth of 
that nation," according to Assistant Secre­
tary of Agriculture Clayton K. Yeutter. 

The program, also known as Public Law 
480, has turned South Korea from a "zero" 
market for American farm products to a $700 
million annual customer, one of the fastest­
growing in Asia., Yeutter said. 

Opinion is mixed on the value of the pro­
gram to- South Korea, however. Its effect on 
farmers, on agricultural productivity, on dis­
tribution of wealth and on the country's 
general eeonomic development has been 
questioned by some economists. 

Food for Peace's heavy impact on South 
Korea is undisputed by officials of both 
countries. 

The program has changed the eating habits 
o! an entire nation. Today, there are 7,000 
bakeries in a country where there were 
almost no bread-eaters until food aid wheat 
was introduced in the 1950s. Koreans now 
even eat Italian-style noodles made from 
wheat :flour. 

American officials said transferring Public 
Law 480 commodities to South Korea freed 
foreign exchange !or economic investment 
that otherwise would have been spent im­
porting food. It helped the balance of pay­
ments and softened the impact of inflation, 
they maintain. 

"It was a tremendous resource in days of 
low economic activity," said Michael H. B. 
Adler, mission director of the Agency for 
International Development in Seoul. 

As more people had money, the introduc­
tion of American food helped prevent a 
spiral of heavy demand for food, too little 
o! it and consequent inflation. 

Fransls X. Carlin, director of Catholic Re­
lief Services In Seoul, recalled that after the 
Korean War "the people wanted money but 
there wasn't any. There was food, though, 
from U.S. surpluses. The food was a form 
of payment." 

South Korea has received more Food for 
Peace commodities than any other country 
in the world except India.. 

The value of those commodities is esti­
mated at just under $2 blllion. Of that, $500 
mllllon was free. 

The United States also extended food aid 
loans to the Seoul government at extremely 
favorable terms, so it could buy nearly $1.5 
blliion worth of wheat, rice, corn, tobacco, 
cotton and other farm products here. 

American officials estimate that South 
Koreans, on average, have each consumed $50 
worth of U.S. food that came to their coun­
try as food aid-enough for each of them to 
buy nine bushels of wheat, two bushels of 
feed grains and 100 pounds of rice. 

Nevertheless, Bernie Wideman, a Fulbright 
Fellow in Korea from 1971 to 1973, harshly 
criticized the program in a chapter of "With­
out Parallel." 

He maintained that the program "allows 
the government to maintain its stranglehold 
on the country's grain supply." 

He argued that the massive subsidized 
American imports of food reduced pressure 
on South Korean government to increase 
agricultural output in the countryside by 
offering peasants higher prices. 

In 1974, South Korea imported 3 million 
tons of cereal grains, including rice, and 
may soon become a $1 bllllon market for 
the United States, said Agriculture Secre­
tary Earl L. Butz. In 1970, it produced 81 
per cent of its food grain needs, in 1973, 
68 per cent. 

By contrast, Nortll Korea 1s nearly self­
sufficient in cereal grains and may be ex­
porting some, some omctals said. North 
Korea has about the same amount of !ann­
land. However, North Korea has half the 
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population of the south and a very tough 
regime that can -control -consumption pat­
terns, according to State Department of­
ficials. 

Tne south's food deficits recently have 
had a serious impact on South Korea's bal­
ance of payments, as commodity prices 
doubled and tripled in world markets in 
1973 and 1974, otficials conceded. 

As a result of cheap, government-sub­
sidized rice available to consumers, South 
Koreans went on a "rice binge" in the last 
half dozen years. 

Au alarmed government is now trying to 
check this trend by requiring rice meals in 
restaurants to be mixed with 30 per cent 
barley or other grains, decreeing two rice­
less days a week in restaurants and ordering 
less polishing of rice in mills to leave more 
bulle 

These adjustments coincided with United 
States attempts to convert South Korea 
from a beneficiary of Food for Peace credits 
to a cash purchaser. The massive American 
food assistance program to South Korea ac­
tually ended temporarily, between mid-1973 
and early this year, because of scarcity of 
commodities in the United States. Rice ship­
ments under the program are now resuming. 

The cutoff prompted top Korean govern­
ment officials to Wl"ite the Treasury Depart­
ment and other Washington agencies, re­
minding them of a U.S. commitment to 
increase Public Law 480 sales by $175 mil­
lion in return for Seoul's voluntarily re­
stricting textile exports to this country. 

United States officials conceded that the 
promise by Treasury Secretary David Ken­
nedy in October, 1971, has weighed on rela­
tions between the two countries. 

The impact of U.S. food aid on the econ­
omies of recipient countries has been a mat­
ter of debate for years. 

During a two-month investigation of 
Public Law 480's operation by The Wash­
ington Post, officials named four countries 
where they believed the ln:flow of food had 
adversely affected domestic agricultural pro­
duction. These were Colombia, Pakistan, In­
donesia and South Korea. 

Government economists are aware of the 
pitfalls of aid that is not carefully integrated 
with countries' development plans. Among 
these are disincentives to domestic food 
output diversion of agricultural resources to 
other economic sectors, and price disrup­
tions. 

Although the U.S. government has oper­
ated a massive program of loans to foreign 
governments for food buying in the United 
States for 21 years, studies of the impact 
have been few-and almost all by outsiders. 

One of the most detailed studies, by Leon­
ard Dudley of Canada's University of Mon­
treal and Roger J. Sa.ndilands ot the Uni­
versity of Strathcyde in Scotland concluded 
that in one country-Colombia-the benefits 
were "positive" on balance. But they con­
cluded that food-pricing policies induced 
by Public Law 480 imports caused Colom­
bia to sacrifice the greater part of the po­
tential benefits from this foreign aid pro­
gram." 

Between 1955 and 1971, Colombia im­
ported 1,023,000 tons of wheat under the 
credit program. Dudley and Sandilands noted 
that Colombia's wheat production fell con­
tinuously in the 1960s until, by 1971, it 
was a third of peak levels in the 1950s. 

"A large part of the 165,000 hectares that 
went out of wheat production could not be 
accounted for by any increases in other 
crops," they wrote in the January issue of 
Economic development and Cultural Change, 
published by the University of Chicago. 
Meanwhile, total imports rose sharply and 
imposed a "substantial strain" on Colom­
bia's balance of payments, they concluded. 

In 1965 the United Nations Economic and 
Social Council published a mildly critical re­
port of the impact of American agricultural 

surpluses imported into South Korea under 
Public Law 480. 

The report said that imports of U.S. farm 
surpluses ln:fluenced the prices of domestic 
farm products and maybe prices in general. 

From 1960 on, South Korea's economic de­
velopment strategy was based on building 
export-processing industries on the Japan­
ese model. Light, and later heavy industry, 
using a fairly cheap work force, received the 
main emphasis. 

Rice prices v;ere kept low so labor costs 
were kept low. The government encouraged 
migrations from farms to cities to swell the 
labor force. That boosted urban rice con­
sumption. 

Outwardly, that presented no serious prob­
lems during years of very low world rlce 
prices and generous American food aid 
credits. 

However, a 1974 World Bank economic an­
alysis noted a "sharp deterioration" in the 
position of farm families in comparison to 
city households between 1963 and 1967. 

Lately, the government has sharply in· 
creased the rice support price to induce more 
rice production and to narrow the rural­
urban gap, with some success. 

Food aid critic Wideman maintained that 
the long-term, low-interest U.S. loans to 
South Korea for food buying were damag­
ing, not helpful, in some respects. 

He said the loans enabled the regime to 
hold down rice prices, since ample amounts 
of cheap rice were available. The effect was 
"to stifle the income potential of peasants, 
and the wage demands of [urban] workers," 
Wideman argued. . 

Food aid loans "obviously are of no benefit 
to the South Korean people," he Wl"Ote. "The 
main beneficiary, aside from the government, 
is the U.S. farmer ... U.S. agricultural ci~­
cles are delighted that, thanks to Publlc Law 
480 loans, South Korea Is the fastest growing 
market for U.S. farm goods in the Far East." 

Not all of the Public Law 480 commodities 
shipped to South Korea in past years were 
used as food. Substantial amounts of wheat 
have gone into making makka.lll, a tradi­
tional Korean wine. Makkelli once was made 
from rice, but processors shifted to wheat 
as a result of rice shortages and an abun­
dance of subsidized wheat. Wheat for Mak­
kal11 is ofilcially recorded as ''home and in­
dustrial use." 

Wheat ls also used to make cakes, donuts 
and noodles. One local entrepreneur became 
rich selllng hls countrymen noodles made 
from food aid wheat. 

South Korea's imports of American wheat 
climbed from 52,000 tons in 1954 to 1.17 mil­
lion tons in 1974--a trend that the United 
States Wheat Associates, based in Seoul, be­
lieves is sure to continue. "The U.S. can 
expect to keep the lion's share of the mar­
ket," the organization noted in lts briefing 
paper for visitors. 

Early this year, the United States resumed 
food aid credits to South Korea, and rice 
bought with the dollar credits Is on its way. 
Some officials question the need for the cred­
its. But policy-makers conclude that the pos­
sible drawbacks are outweighed by political 
and security requirements of keeping friendly 
with South Korea's regime. 

The 1965 United Nations study found that 
85 per cent of the proceeds of resale of 
surplus U.S. commodities by the South Ko­
rean government until then had been ear­
marked for "common defense purposes." Use 
of funds for this purpose were stopped by 
Congress, as of June 30, 1974. 

Government revenues can still be shuffioo 
in such a way that the congressional restric­
tion is meaningless, foreign aid officials ad­
mitted. 

Also a requirement to use the proceeds 
for development is difficult to enforce, they 
added. 

The United Nations study sa.id that few 
imports of food were made under Public 
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.Law 480 for the ·express .purpose of financing 
development projects in the first ·to years, . 
· !In 1971, 1972, and 1973, the AID extended 
three loans totaling $77 million from "devel­
opment ·funds" to enable South Korea to 
p1.u·chase rice on the open market. There 
was no pretense that the loans were for 
"development purposes." 

President Park Chung Hee stm has the 
confidence of many American officials work­
ing in the food aid and economic assistance 
fields. 

"Park is extremely devoted to develop· 
ment as the sin qua non of more than doub­
ling the standard of living," said a now re­
tired AID officer. "Park has been the driving 
force ... a classical, benevolent dictator." 

FREE Foon EFFECT UNcLE. R 

(By Dan Morgan) 
Tlle scene could be in any one of n?-nny. 

ports around the world: . 
A ragged line of peasant laborers-men 

and women wearing sarongs and head towels 
· · tn the noon heat-inches in and out of the 

belly of a: freighter, hauling bags of rice · or 
other commodities to a nearby warehouse. 

Often, mothers .among the workers break 
from the line to nurse babies or cook meals 
;under trees or by buildings. 

This scene took place at a river dock in 
Phnom Penh, shortly before Communist 
f()rces cut the river link to the Cambodian 
c1ty. But it could have taken place in ma.ny 
ports where the United States sends gifts of 
food. 

The United States ha.s distributed more 
than $5 billion in free food, to children, nurs· 
ing mothers, workers, refugees and disaster 
victims in more than 100 countries. 

Surprisingly, the government has only 
sparse data. to prove that these giveaways 
significantly improve the health and nutri­
tion of populations abroad. 

Emergency relief to the Sahel region of 
Africa, to Bangladesh and to India's famine­
stricken province of Bihar in 1966 and 1967 
lfl.disputably saved lives. 

Less certain is the long-range beneficial 
impact of dozens of mass feeding programs 
utilizing the free American food. 

· In the ftrs'"t detailed study of such pro­
gl•a.ms, conducted in Colombia., Kenya and 
the Philippines by the Washington· con­
sulting firm of Chech1 and Co., tlie assess­
ment was miXed. 

It concluded that programs that are spo­
,r~dlc, badly organized or of short . du~a.tion 
do not have much more impact on the health 

1and nutrition of recipients than no program 
at all. 

School lunch programs, the Checchi re· 
search indicated, "require a high number of 
feeding days and a very low level of interrup­
tions to be effective." 

It bas been obvious for a long time that 
U.S. food aid alone cannot eliminate mal­
nutrition in the world, aid experts insist. 

U.S. aid helped establish school lunch pro­
grams all over Brazil in the 1960s. The value 
of the free food provided was $276 m1lllon­
more than the $259 million in U.S. mllltary 
assistance. Yet World Bank health officers say 
Northeast Brazil has some of the world's 
worst pockets of malnutrition. 

According to nutritionist Alan Berg in his 
book, "The Nutrition Factor," protein supple­
ments provided to people over extended pe­
riods 1n the Phil1ppines and El Salvador 
brought no significant change in health·. 

Random samples that are much less so· 
phistica.ted than the Checchi study have of­
fered only vague conclusions about the nu­
tritional impact of various feeding programs. 

·The fundamental limits on what Ameri­
cim free food can achieve can be seen clearly 
in India. India receives far more free Ameri­
can food than any other country in the 
world-200,000 tons in 1974. 

Y-et ·the food reaches only slightly · more 
than 10 million peopl-e out of. a pop,ula.tion 
nearing 600 million. Its impact .is seen best in 
only two states, Tamil Nadti and Kerala, 
according ·to The Washington Post's corre­
spOlldent in India., Lewis M. Simons. · 

In emergencies and famine, the food from 
America. (and increasingly from Canada and 
Europe) often lifts a. population's calorie 
and protein levels above what they were 
before the· disaster, studies have shown. But 
followup is seldom reliable. CARE noted in a 
report after the 1966-1967 Bihar famine re­
lief project that the hopes of government and 
private agencies to continue a preschool 
feeding program were "not f'tllfilled." 

In some rural areas of the world where 
malnutrition is most severe. there is no dis­
tribution system to deliver free food. 

America's donation program is spread too 
thin globally, some government experts con­
tend. 

This year 93 countries will divide up the 
$350 million worth of· free food available. 
Some will get only a few thousand tons. 

There has ·been resistance from some 
America-based relief agencies against closing 
down programs in countr-ies where nutri­
tional results seem only marginal. because 
they are anxious to keep representatives in 
many parts of the world. 

Relief. organization officials say that would 
smack of immoral "selectionP of some coun­
tries over others by the United States; 

Despite occasional, well-publicized scan­
dals involving abuses in the giveaway pro­
gram, the amount of food lost or pilfered 
may be less than 5 per cent worldwide, ac­
cording to some reliable estimates. 

Abuses do occur. A priest ln northern 
Brazil boasted he had financed the construe· 
tion of his church by selling "free" U.S. food. 
And an official of the U.S. Department of 
Agriculture said, "Heaven knows how many 
mlllionaires this program has made in Cam­
bodia.." Cambodia. ·military officers with 
rice quotas for their troops have been t·epri­
manded and quickly reinstated when their 
tr..oops mutiny because they never get the 
food. 

Yet the majority of experts interviewed by 
The Post during a two month study of Food 
for Peace agreed that bureaucratic snarls 
and uncertainties · in U .. S. governmental 
policy were a far greater problem than cor· 
ruption. 

A study by the General Accounting Office, 
found a number of lapses in the program. It 
concluded that the giveaway mechanism 
"should be examined by the Congress and 
the administration." 

Among its findings: 
As a result of a shortage of commodities 

1n this country in 1973 and 1974, 26 feeding 
programs in 23 countries were ended ahead 
of schedule and "significant reductions were 
made in most of the remaining programs." 

The number of persons receiving free food 
dropped from 74 million in 1973 to 55 mlllion 
in 1974, just as the world was moving into 
a period of food shortages and malnutrition. 

In fiscal 1974, the United States gave away 
only a. little more than half the amount of 
commodities it averaged in each of the pre­
ceding 13 years. 

Between June and September, 1973, the De­
partment of Agriculture stopped buying food 

· altogether for the donation program-result­
ing in confusion and uncertainty in volun­
teer organizations which distribute it. 

A senior Food for Peace program official 
said that, even today, "getting commodities 
is an ad hoc thing-sometimes month to 
month." 

Herbert J. Waters, president of the Amer­
ican Freedom From Hunger Foundation. a. 
private organization that lobbies for food 
aid, said a. longer-term commitment from 
the U.S. government is needed. That way, 

supplies will: be allocated to the feeding pro"' , , 
graqlS' on a 1ong~term1 regular basis. . 

If· the Secretary of Agrict,tlture would ca.l-· · 
culate ~ food aid component in setting ·farin 
production targets, it might induce farmers 
to continue producing, and earning, even 
when grain supplies were large, he said. 

The U.S. food aid program initially wasn't 
meant to be a humanitarian effort. When 
passed in 1954, Public Law 480, later called 
Food for Peace, was to dispose of excess farm 
commodities. The goal of using the surpluses 
to combat hunger and malnutrition, and to 
encourage economic development, was writ­
ten in by Congress only in 1966. 

Since then, officials at the Agency for In• 
ternational Development have started setting 
targets for the purpose of achieving nutri­
tional results. 

Today, only one dollar out of every five 
· that the United States spends for food aid 

goes to. the food giveaway program. The rest 
1s for long-term, . low-interest dollar credits 
to friendly governments (and some private 
firms) for food ·buying in the United States. 

The United States ha.s little control over 
how the food purchased With those loans is 
used by governments abroad, other than to 
see that ·it is not re-exported by the recipi­
ent government. 

Much of it ends up in commercial markets 
which are not necessarily accessible to the 
lowest Income groups, though some of the 
food does reach hungry people. 

In India., the commodities which the gov­
ernn1ent procures through such credits go 
into the pool of food the government distrib­
utes to fair price shops, where prices are kept 
artificially low. (No official statistics on how 
the country distributes its food are avail· 
able.) 

An educated guess is that between 7 and 
17 percent of all food-imports a.s well as 
what is grown by peasants and bought by 
authorities-goes to the subsidized fair price 
shops in India. 

These shops are mainly In towns and cities, 
so that the poorest of the country's poor, the · 
landless laborers, get little benefit from themr 
Som~ economists say the credit .program 

is more like a. commercial food-selling opera­
tion than like food aid. 

•Berg suggests that the United States 
ought to require the governments getting · 
the credits to give poor people the same 
chan~e to obtain the food that middle class 
and rich people have. 

A universal ration card s:vstem would be 
one plan for meeting such· a requirement: 

In India, the richest Indians as well as 
the poorest buy in the fair price shops. where 
much of the wheat and rice purchased with 
food aid credits from the United States 
ended up in the past. 

Others argue that it is difficult to attach 
strings to a foreign government's use of food 
that was purchased in a semi-commercial 
transaction. 

Still others say that the food acquired with 
American food aid credits must be doing 
good, because it is eaten. Yet that is not 
true of the tobacco and cotton that the 
United States ships abroad under Food for 
Peace-a projected $84 million 1n this fisoo.l 
year. 

Faced with the seemingly unsolvable task 
of winning the war on world hunger, some 
Americans are discoura.geQ. 

Feeding hungry people abroad turns out 
to be a far· more complicated undertaking 
than many had expected. 

Yet some in government are encouraged. 
They say there is a trend now to recognize 
limitations, deflne what is possible, spot 
weaknesses of old programs, and use re 
sources more cleverly. 

Nutrition experts say that even small 
scale feeding programs can be extremely use­
ful as models. This year. Brazil is taking over 
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·responsibility for a national school -lunch 
program that was introduced by the United 
States~ 

Models of good nutritional prectlces · are 
especially important to counteract the nega­
tive effects of well-advertiSed high-cost, low­
nutrition products, they say_ . .. 

In his book, Berg maintains that some 
. companies are persuading mothers in Africa 
= a-nd Latin America to switch from human 
.. milk to costly baby formulas in nursing 
. their infants. 

ThiS is one reason U.S. government offi­
cials are wary of the well-publicized claims 
of certain agribusiness firms that they will 
develop "new products to feed the hungry 
of the world." 

FOOD Am ROLE WEIGHED 

(By Dan Morgan) 
"The food . aid program today exists -as 

an arm of Kissinger's foreign policy," a senior 
bureaucrat said recently. · 

The Secretary of State has granted more 
than $50 million in food-buying credits to 
Egypt, Syria and Jordan to buttress his 
peacekeeping efforts in the Mideast. 

Food for Peace rice is helping the Cam­
bodian government feed Its people while 
troops stave off Communist attacks. 

Henry A. Kissinger's State Department sup­
ported a resumption of food credits to the 
military regime in Chile and backed plans 
to ship 61,000 bales of surplus cotton to 
South Vietnam and Indonesia this year 
under Food for Peace. 

American food has served a wide variety 
of diplomatic purposes: luring the Soviet 
Union toward detente, rewarding Pakistan 
for its intermediary role in the Nixon­
Kisslnger opening to China, and bolstering 
South Vietnam's soldiers. -
. It also has been employed to support U.S. 

:foreign economic policy. In 1971, then Treas­
ury Secretary David Kennedy proml~ed South 
Korea Increased food-buying credits in re­
turn for Seoul's reduction of textile exports 
to the United States. As partial payment of 
that pledge, the United States recently issued 
South Korea a $22.8 mllllon food-aid credit 
to buy r1ce here. 

Such political uses of food aid sparked 
del:)ate last year in Congress, which acted 
to restrict politically motivated food aid 
for the first time in the 21-year history of 
the program. 

. _ Defenders of .Kissinger's priorities say there 
iS a legitimate political use for food aid, 
especially since other nations use oil and 
raw materials to accomplish their own eco­
nomic or diplomatic ends. 

Assistant Secretary of State Thomas 0. 
Enders says the distinction between human­
itarian and political aid is, in any case, 

· artificial since some of both elements are 
always involved in American largesse. 

I! American food aid can deter aggression 
in the Middle East, it may be the most 

. humanitarian assistance this country gives, 
State Department officials ma.lr.tain. 

The debate on "political" versus "human­
Harlan" aid is only one of the controversies 

·surrounding Public Law 480, the 1954 statute 
under which America has distributed more 
than 200 milllon tons of commodities valued 
at $24.5 billion around the world. 

That progra.ID has relieved hunger in such 
places as India., the Sahel region of Africa, 
.Bangladesh and Cambodia. 

As this series of articles has indicated, PL 
480 also serves American self-interest: it 
disposes of crop surpluses, develops new 
markets, provides indirect subsidies to farm­
ing branches, gives business to the U.S. ship­
ping Industry and buttresses American di­
plomacy. 
. Crltlcs of the progra.In's operations say 
there ls nothing wrong with that, but they 

add that clearer- goals and more coherent 
policies are needed as· this country's resour-
·ces become more limited. · 

Many Americans · are confused about the 
nature· of the program; said James T. Grant, 
president of the· private Overseas Develop­
ment Council here. ' 

Americans supported the postwar aid to 
Western ·Europe because political, human­
itarian and security motives were inseparable, 
he added. Now the aims of food aid seem 
much less clear and the food deficits abroad 
seem almost endless, not temporary as they 
did in Europe 1n the late 1940s. 

An Agriculture Department official said, 
"We haven't got a national consensus on 
how to handle the question of food aid." 

Sen. Dick Clark (D-Iowa.), a member of 
the Senate Agriculture Committee, said the 
ultimate solution is to develop more produc­
tive agricultural economies abroad in order 
to close the widening food deficit between 
rich and poor countries. · 

In the meantime, he said, "It's time we 
had a total look at the program and wrote 
a. new bill. We have got to get the domestic 
politics out of i+.. "We've· got to get more 
consistency into the program, even If it 
means a somewhat lower level" of food ship­
ments. 

Numerous officials contracted during a two­
month investigation of the operations of 
PL 480 said that the program has become 
an increasingly unwieldy weapon in fighting 
hunger and in encouraging other nations 
to increase their own agricultural produc­
tivity. 

A number of officials claimed the "self 
help" requirements that the United States 
writes Into many of its food aid agreements 
with foreign government are seldom en­
forced. Such agreements usually require the 
governments to use revenues from the local 
sale of the ·American farm ·commodities for 
development. 

Several officials in foreign assistance said 
this was a "cosmetic.'' Budget officials note 
that revenues raised by governments any­
where go into a single pot. Thus, they ques­
tion the effectiveness of the June 30, 1974, 
congressional ban on using the food aid 
funds for defense purposes. 

Some American officials say that the 
United States could help farmers abroad if 
it required governments receiving food-buy­
ing loans to establish rural credit systems 
or give price incentives to growers. 

The adinlnistration has said repeatedly 
that it wants to shift its foreign aid prior­
ities to help countries abroad produce more 
food. However, that new emphasis was not 
evident in the House Appropriations Com­
mittee Monday. The committee slashed the 
administration's request for overseas aid this 
fiscal year in the agriculture and nutrition 
fields from $546 million to $234 million. The 
full House approved the cut yesterday. 

Along with such actions, the possib111ty of 
the country's return to low farm prices and 
big farm surpluses worries proponents of 
food aid reform. 

"The one thing we all agree on is that 
what we have done in the past-dumping 
huge amounts of food when we have too 
much and holding back when we have too 
little--was abominable," said a government 
economist who deals with the food-aid pro­
gram. 

Clark and others say that a long-term 
commitment of some kind 1s essential. 

According to Susan Sechler, of the Agri­
business Ac~ountabllity Project, which 1s 
now looking Into PL 480 programs, machin­
ery should be set up to allocate supplies 
and food aid recipients, . if necessary. The 
Agribusin~&s Accountab111ty Project is a pub­
lic interest group here that focuses on con­
glomerates PJ;ld concentration in agriculture. 

"We've got into a situation where what 

we want to give has Uttle to do with what 
they need or with · getting ·them on their 
feet agriculturally," she said. ·' 

Many a.dmtn1Stra.tion officials say the fu­
ture of the food aid program cannot be 
divorced from complicated decisions about 
world trade, Kissinger's proposed interna­
tional grain reserve and price supports for 
American farmers. 

Harald B. Malmgren, who resigned recent­
ly as a deputy special trade representative 
at the White House, and others agree· that 
American farmers cannot assume all the 
risks of producing surpluses against dis­
asters. 

Major grain producers and consumers have 
started negotiating on a. 60 m1111on-ton in­
ternational grain reserve, in which partici­
pating countries would share responsibility 
for holding reserve stocks and would release 
them during scarcity. 

The reserve would be the centerpiece of 
the United Nations' plan for a. system of 
world food security, in which international 
food aid WOlJ.ld be a. component. 

However, domestic and international poll­
tics could well decide the success or failure 
of the reserve plan. 

Many farmers in the United States fear 
it could depress prices. Agriculture Secre­
tary Earl Butz maintains the reserve is no 
answer to the perennial problem of American 
overproduction. However, Malmgren and 
some others say that it could be sold to 
American farmers if there was something in 
it for them, such as better access to European 
grain market-s during periods of worldwide 
stock building. 

But it might be hard to persuade the 
Europeans to trade a.n easing of their eco­
nomic barriers for the reserve idea, particu­
larly as a big American grain surplus this 
year seems possible. 

Extreme care will have to be taken to 
make sure that neither the reserve scheme 
nor future food aid serves as a. substitute for 
expanded investment 1n agricultural produc­
tion abroad, officials say. 

Others say food aid wm be needed for 
years to come. Lowell Hardin, agriculture 
specialist at the Ford Foundation, said it 
can act as insurance that sudden agricultural 
disasters will not be a "critical Issue for 

· developing nations in getting on with other 
elements of national planning." 

Carefully applied, he added, food aid can 
stabllize economies abroad, fight in.fia.tion 
and help balance-of -payments problems of 
developing societies. 

A former aid worker in Brazil summed 
up the dilemma facing United States policy­
makers this way: 

The question is whether the 1954 mentallty 
of dumping surpluses abroad can be toler­
ated in the finite world we live in now. can 
the self-serving rationale for the program 
be admitted in the conditions we have 
today ? 

THE AMERICAN REVOLUTION 

Mr. GOLDWATER. Mr. President, I 
have never been especially happy with 
the description of American's drive for 
independence as a "revolution." And the 
reason is that word conjures up all kinds 
of horrible incidents which occulTed in 
other revolutions such as the French 
Revolution which had a reign of terror 
running from May 1793 until July 1794, 
a 15-month period during which some 
17,000 persons were executed in the name 
of legal reform. The number of persons 
in prison reached the hundreds of thou­
sands, many of whom died before they 
were released. 

Nothing of this sort accompanied -the 



: ! ·8226 CONGRESSIONAL RECORD-·· SENATE· March ·21, 1975 
American Revolution. It was a revolution 
only in the sense that standards, values, 
and orders were overturned. Even so the 
American political system continued with 
the principles of liberty and justice which 
had been adopted and established by 
the English people. Actually the Ameri­
can Revolution was fought in the begin­
ning for Americans the basic English 
principle of that which concerns all 
should have the consent of all. Another 
way to say it is, "No t axes without rep­
resentation." 

Mr. President, I do not think I have 
ever seen the American Revolution de­
scribed in its true colors and better than 
in a speech by Mr. F. J. Ryley before the 
Episcopal Church Women of Arizona 
Diocese, All. Saints Church in Phoenix 
on March 4. Mr. Ryley takes us back to 
thooe difficult days of the 1770's and de­
scribes what occurred in terms of how 
Rousseau perhaps saw them. In all events 
Mr. Ryley's speech is one that every 
Member of the Senate should study and 
think about in these days of stress. I ask 
unanimous consent that the speech be 
printed in the RECORD. 

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

If, by way of illustration, we liken our 
American polity and order to a. tree, then 
we can carry the illustration further and 
say that freedom is the fruit of this tree. 

And what are t wo of the necessary roots 
for this tree-the t wo root s withou t which 
the tree dies? 

George washington and Benjamin Frank­
lin both agreed that these two root s were: 
Individual morality and religion. · · 
. What were the religions of these two lead­
lri.g architects of our government? Two. hun­
dred years may seem like a. long time to · go 
back and took at their belie_fs, but ln._num­
ber of generations it is comparatively ~ew, 
and the character of man· h~ not changed . 
in this period. - · 

Many of you know Archdeacon Jenkim 
of this diocese. He died a f.ew years ago and 
was in his 90's. He came to Prescott as rector 
of St. Lukes and missionary to the Indians 
1n 1909, and was made Arch~eacon in 1914. 
His great grandfather was a chaplain in the 
Continental Army at Valley Forge. Here 1n 
our own lifetime llved a man in whom only 
two generations separated him from an an­
cestor who was a chaplain ln the Continental 
Army at Valley Forge. 

What was the religion of George Washing­
ton? George washington was a worshiping 
and devout member of the C}?.urch of Eng­
land and its successor, The Protestant Epis­
copal Church of the United States. He was 

·made warden of his parish in Vir~inia in 
1762. The Pohtck Parish vestry minutes re:- . 
cord that .he attained 23 of the 31 n:te~ttngs 
between the time of his appointm~nt as . 
warden and his appointment as Com~ander.­
in-Chief of the Continental Army g years 
later. Of his 8 absences in these intervening 

. years, one absence was due to sickness, two 
because of ·attendance at the House of Bur­
geSses, and five because he was out of the 
county. 

The Pohick Parish records also show that 
on his appointment as a warden he signed 
this declaration: "I will be confirmable _to the 
doctrine and d iscipline of t h e Church of 
England as by law established!' 

The Reverend Charles Green, r e.ct or of 
Pohick Parish from 1738 to 1765, wrot!3: "I 
never knew so constant an attendant 1n 
chttrch as Washington an d his behavior 1n 
the House of God was ever so deeply rever-

= 

ential that tt produced the happiest effect 
on my congregation and greatly affected me 
in my pulpit labors:• 

George Washington, tn the second general 
order which he issued as Commander-in­
Chief on July 4, 1775, directed "a. punctual 
attendance on divine service to emplore the 
blessings of heaven upon the means used 
for our safety a.nd defense." 

Upon Washington's urging, Con gress au­
thorized the employment of chaplains in the 
Continental Army and, immediat ely upon 
the enactment of this authorization, he is­
sued a general order on July 9, 1776 (when 
the army was in New York City) st ating: 

"The colonels or commanding officers of 
each regiment are directed to procure chap­
lains, accordingly persons of good cha.rac~er 
and exemplary lives, to see that all in!enor 
officers and soldiers pay them a suitable re­
spect and attend carefully upon religious ex­
ercises. The blessing and protection of heaven 
are at all times necessary, but especially in 
times · of public distress and danger. The 
general hopes and trusts that every officer 
and man wlll endeavor so to live and act as 
becomes a Christian soldier, defending the 
dearest rights and Uberties of his country." 

Washington was president of the Constitu­
tional Convention held in 1787 and Bishop 
White, the first Protestant Episcopal Bishop 
of Pennsylvania was chaplain of the Con­
vention. 

. Washington had strong views as to the 
necessity of human morality and religion. In 
his Farewell Address on September 17, 1796, 
Washington told his countrymen: 

"Of all the dispositions and habits which 
lead to polltical prosperity, Religion and 
morality are indispensable supports. In vain 
would that man claim the tribute of Patriot­
ism who should labour to subvert these great 
plll~rs of human happiness, these firmest 
props of the duties of Men and Citizens. The 
mere ·Politician, equally with the pious map, 
ought to respect and to ch~rish them. A :v~I­
ume could not trace all th'eir connextons w1th 
private and public felicity. Let it simply be 
asked where is the security fot property, for 
reputation, for life, if the sense of religious 
obligation desert the oaths, which are the in­
struments of investigation in Cour~ of Jus­
tice? And let us With caution indulge the 
supposition, that morality can be maintained 
without religion. Whatever may be conceded 
to the influence of refined education on 
minds · of peculiar structure-reason and ex­
perience both forbid us to expect, that na· 
tional morality can prevau in exclusion of 
rellgious principle. 

'Tis substantially true, that virtue or 
morality is a necessary spring of popular gov­
ernment. The rule indeed extends with more 
or less force to every species of Free Govern­
ment. Who that is a sincere friend to it can 
look with indifference upon attempts to shake 
the foundation of the fabric?" 

Benjamin Franklin held the same views as 
to the importance of individual morality and 
religion as did Washington. . 

Franklin has to be one of t he most re­
markable a~d talented men of all times and 
countries. . 

Marquis, who · publishes Who's .. Who in 
America, pre~red a galley proof on Frank; 
lin as he woUld have been listed if Who s 
Who had been' published 1n his lifetime. The 
list of Frank11n's honors and achievements is 
from 15 to 20 times longer than that of the 
average person listed in today's Who's Who. 
Fritzi has posted _this listing on a board with 
other materials which she has prepared and 
placed so that you can see it when we ad-
journed. . , 

It would have been fun to h ave followed 
Franklin around England while he wa.s t here 
as representative of the American colonies-­
not the lee.st. J.nte<resting would have been 
hls argu.ment.with King George regarding an 
architectural.feat:ure of a building then being 

built in London. It would have been inter­
esting to sit in while he and Lord LeDespen­
sor revised the Book of Common Prayer In 
the 1750's. 

When one reads Franklin's autobiography, 
1t is as though you were sitt~ng down lis­
tening to him talk directly With you. In his 
autobiography, Franklin described his re­
ligion as follows: 

"I had been religiously educated as a Pres­
byterian; ·and tho' some of the dogmas of 
that persua.Sion, such as the eternal decrees 
of God, election, reprobation, etc, appeared 
to me unintelligible, others doubtful, and I 
early absent ed myself from the public as­
semblies of the sect, Sunday being my study­
ing day, I never was wHhout some religious 
principles. I never doubted, for instance, the 
existence or the Deity; that he made the 
world, and govern'd it by Providence; that 
the most acceptable service of God was· the 
doing good to man; that our souls are im­
mortal; and that all crime will be punished, 
and -virtue rewarded, either here or here­
after. These I esteem'd the essentials of. every 
religion; and, being to be found in all · the 
religions we had in our country, I respect~d 
them all, tho' with different degrees of re­
spect, as I found them more or less mlx'd 
with other articles, which, without any tend­
ency to inspire, promote, or confirm moral­
ity, serv'd principally to divide us, and make 
us unfriendly to one another. This re.spect to 
all, ~th an opinion that the worst had 
some _goqd effects, induc'd me to avoid all 
discourse ~llat might tend to lessen the good 
opinion another might have of his own re­
ligion; an~ a.s our province lncreas'd in peo- . 
ple, and new pl~es of worship were con­
tinually wanted, and generally erected by vol­
untary· contribution, my mite for such pur­
pose, whatever might be the sect, was nev~r 
refused. 

"Tho' I seldom attend any public wor- . 
ship4 I had still an .opinion of its propriety, 

. and of its uttl1ty when ·rightly conducted, 
and I regUia.rly .paid _my. ~nnual subscription 
for t~e support . of the only Presbyteri~n. 
minister· .or meeting we had ~n Philadelphia. 
He us'd to visit nie sometimes as a friend, 
and admonish me to attend his adminJstra­
tions, and I was now and then prevall'd on 
to do so, once for five Sundays successively. 
Had he be.en in my opinion a good preacher, 
perhaps . I might have continued, notwith­
standing the occasion I had for the Sunday's 
leisure in my course of study; but his dis­
cow·ses were chiefly either polemic argu­
ment-s, or explications of the peculiar doc­
trines of our sect, and were all to me very 
dry, uninteresting, and unedifying, since not 
a single tn.O!l'al principle was inculcated or en­
forc'd, their aim seeming to be rather to 
make us Presbyterians than good citizens." 

When we refer to the American War of 
Independence as a revolution, it is not a 
revolution in the sense that standards, 
values, and orders were overturned. The 
American political order continued with the 
principles of liberty and justice which had 
been adopted and established by the Engl ish 
people. 

·King Edw.ard I of England, who reigned 
from 1272 to 1307, declared as a principle of 
English ·government that that which con~ 
cerns all should have the consent of all. He 
called the first English Parliament. The 
American revolution was fought to gain for 
Americans this basic English principle of 
that which concerns all should have the con­
sent of all. No taxes Without representation. 

Were the beliefs of Washington a.nd Fran­
klin then universally accepted Unfortunate­
ly, no. 

All through history there has been t.wo 
philosophical roads in opposite directions. In 
an cient Greece these two roads were hypos­
tatized by the god Apollo and t he god Di 
onysl1.1s. 

. '· 

: ' 
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Apollo stood for the divi~e J.aw a_.~d order 

around which the universe was structured 
·and the divine wisdom was the center of ail. 
Those . wlio broke these laws were punished 
and those who obeyed them were 1·ewarded. 

Dionysius, on th e other hand, represented 
the irrational in which man was the center 
of everything and h is will and desires were 
the only law. . . 

Socrates, of course, believed in divine laws 
and in the logos- t he divine wisdom. Socrates 

·'is often called the first witness to Christ; he 
said we have gone as far as we can go in our 

· philosophy without a divine revelation. 
Washingt on and l')"a.nklin w~re on the 

Apollo, Socrates and Christian road. 
Two years after Wa.Shi:p.gton's Farewell 

Address, the French Revolution had begun. 
The Bastllle was stormed on July 14, 1789. 
With the French Revolution, the Dionysiac 
road was wide open and France went roar-

. lng down it. 
The reign of terror began in May 1793 and 

ended on July 27, 1794, with the killing of 
Robespierre. In this 15 months period, 17,000 
persons were executed under a form of law. 
No one knows how many were shot, drowned 
or otherwise killed outside . the law, but it 
was far greater than 17,000. The people im­
prisoned reached the hundreds of thousa~ds; 
many died in prison; 150,000 persons were 
liSted as e:riligres. Every kind of eminence 
marked men for death, and all classes and 

' ages were included. In 1799 the man on _horse­
. back-Napoleon-seized control of _France. 

You can have order without freedom, but 
you can't have freedom without order. France 
had no freedom, neither under the revolution 
of the mob nor. under Napoieon. 
~ · During th~ French Revoll~tion so-called 
reason displaced God. Rellgious services 
ceased and statues labeled reason 'were 
placed on altars, and Christ and Mary were 
taken down. 

Who is the author of the French Revolu­
:tion;- arid what ·were his beliefs? Rousse,au 

· has been given the credit. What was Rous­
·seau's religion? He did not have one:. Did he 
·haye individual ~orality? _';!.'he an_swer is· NO. 
He has been called a sentimental deist: . 

·Deism was a · philosOphi~al movement 
_eXISting from: roughlY, 1650 to 1800 ap.d then 
it _expired. It started in England, and Rous­
·seau w&S the ma~n_'exponent in France. 
_. ?aui E: Mor~ described Rousseau's deism 
as follows: 

"Gist of his faith is a pure deism, a trust­
~ul reliance on s~~e beneficial god who 1s 
~~ited with nature by a. mutual sympathy 
corresponding to that which he himself feels, 
_and _who is in ~act n~ more than a magntlled 
projection, of his own innocent personality 
into the infinite void-himself and nature; 
god and nature." . 
. The deists thought a god created the un1-
v~rse and then SFarted 1.t run:p.ing, 11ke a 
wa_tc~maker makes a clock-winds_it up and 
it goes on ticking away. The deists nature iS 
.a very unsentimental force. 
· · I .would like to hear a11 imaginary dis­
course between the late Bishop .JPhilson of 
the Episcopal Diocese of Colorado and Rous­
~eau. They tell the story of Bishop JohnsOn 

. riding on a train and a noted astronomer 
was sitting beside him. He told the Bishop 
. that his idea. of religion was the golden rule; 
the Bishop _replied his idea ot astronomy was 
"twinkle, twinkle little star." 

However, sentimentalism was the essence 
··or Rousseau's philosophy; deism was an 
accident of his creed. 
' · Briefly, ROusseau's sentimentalism lay in 
this theOry: man is Infinitely good;- if he 
d<>es wrong, it is society's fault. "In his view 
the primitive savage was the perfect being, 

· living in solitude, mating by chalice, follow­
ing undisturbed his healthy animal insti:ncts. 
The first law of nature 1s love ·of self and 
in this paradise of pr.tmeval Isolation. there 
Is nothing t-o distort that innocent impulse. 

When by ~hance man u,.ee_t;s with man, he is 
. kept fro_m wrprigdo~g J?y -~e feeU,ng of sym­

pathy and pity which is .af~r the instinct of 
self preservation-the f;ec.ond law of nature." 
[PaUl. E. :Morel 

In the opini9n of the sentimentalists, the 
first !all from t his social Garden of Eden was 
when. the first man. said-."this is my parcel" 
and hence all troubles and disputes arise 
from propElrty. 

Rousseau's views .on educating a child were 
that the instincts planted in a child by na­
ture ar~ right. Therefore, the aim of educa­
t ion is to place the child in such a position 
that these instincts may develop freely with­
. out any thwarting control from master o1· 
society. 

Under this education theory, it is: instinct 
instead of experienced judgment; impulse in­
stead of control; unbridled liberty instead of 
discipl!ne. 

Rousseau would foster emotions, as if the 
uniting bond of mankind were sentiment. 

The founding fathers of our country knew 
that in each man there is a will to power 
which ha~ t o be curbed through self-master­
ing. The sentimental deists say there is no 
such will t o power if people own no property. 

The agency which has existed to chain thiS 
beast in man has traditionally been the 
church, but the church appears to have lost 
its moral leadership. 

In colonial and pioneer days, the church 
did not hesitate to preach hell fire and dam­
nation. The church was concerned with es• 
chatology-the end; the return of Christ; a 
man's death, his resurrection; the weighing 
of his soul; judgment, heaven or hell. 

Eschatology throughout the hist-ory of the 
church has had periods when it was empha­
sized and when it was soft-pedaled. The ex­
tent of the moral influence of the church ap­
pears to have a direct ratio with the concern 
with eschatology. 

The eminent christian apologist, C. s. 
Lewis, in his writings makes it clear that we 
should ever remember The Four Last Things: 
Death, Judgment, Heaven, Hell. 

It appears that there are these two roads 
going in opposite directions. It isn't impor• 
tant whether you are on the right or the 
left side or the middle of the road, the. im­
portant things is which road are you on! 

There is the Rousseau road-and it t.s trav­
eled by the Bernard Shaw and Webb Social· 
ists. Shaw and Webb, in their book on So• 
cialism, state that the first thing that must 
be accepted if you are going to be a socialist 
is that man is the creature of society and, 
second, that the elite who understand social­
ism must be allowed to establish the perfect 
society without hindrance or obstruction. 

Another group which is traveling the Rous­
seau. road are those who espouse the Freud­
Ian ethic, which holds that man cannot 
and should not be provident or venturesome 
and that he must and should be supported, 
protected and socially maintained. 

One has only to read Poor Richard's Al­
manac by Benjamin Franklin to see where 
he stood on the question of self-reliance 
and enterprise. 

It is a. useless exercise to study or recoun.t 
history unless we relate it to the problems 
of the present. . ' 

The two roads-I · mentioned still exist and 
are being traveled today. I will leave it t-o you 
which is the heavier traveled today. 

I bought, on the street corner from a 
vending machine, the weekly newspaper, The 
Weekly People, published by the SOCialist 
Labor Party of America dated February 22, 
1975. One of its articles contained this para­
graph, which is pure Rousseauism: 

"At the outset o! hiStorical evolution, there 
were neither class divisions nor a state. The 
primitive organization of society knew only 
tile democratic communal authority of the 
group. It is only after material necessity has 
forced the. classless primitive society t-o break 

up into class d ivisions, ,Ln.to . rulers and . the 
ruled, that the stat~ ~pears. And as SOQiE;lty 
evolved through difl:~rellt forms of class rule, 
from ancient chattel slavery to feudal Serf­
dom t o capitalism, with its system of wage 
slavery, the state remained the vehicle of 
the dominant class in society, the more or 
less adequate expression of ruling-class. in­
terests. From t he time it sprang -up with the 
advent of class society, the state has_ used 
its organs of force and coercion primarily to 
maintain the su ppression of other classes." 

I do not think any American wants to be 
a primitive. 

The socialists talk about the proletariat . 
I t is a Latin word and it is interesting to 
know what it meant in ancient Rome. I t 
was a man who gives nothing to society but 
his children. 

The question, I suppose, is really: which 
road are we going to travel; which road will 
produce the best men and women? · 

It is not hard to ascertain which road· some 
educators are traveling. The following news 
story would be humorous if the results would 
not be so tragic. The Arizona Dally Star news­
paper of February 19, 1975, carries a Wash­
ing St ar report: 

OVERHAUL IN EDUCATION Is PROPOSED 
WASHINGTON.-Chlldren should not be re­

quired to learn how to read until the seventh 
grade. Arithmetic and all other mandatory 
subjects, as well as grades and achievement 
tests, should be abandoned by elementa,ry 
schools. 

These controversial proposals were made 
here Monday by William D. Rohwer, Jr., of 
the Institute For Human Learning at the 
University of Californ1a, Berkeley, who con­
tends that millions of chUdren:__most of 
them from middle-class fammes-are pro­
grammed by elementary schools for failure 
at an early age. · · · 

"The only kinds of children for whom 
school 1s congen1al are those who have a 
bent for reading or arithmetic, and who can 
profit from early formal instruction in these 
subjects," Rohwer said. "For the remainder 
of the population, schooling is experienced 
as a constant struggle dotted with repeat-ed 

. notices that failure has been achieved." 
Most schools, Rohwer said at a conference 

sponsored by the National Education Assn., 
have misplaced priorities: requiring students 
to succeed in the early grades, rather than 
attempting to insure success in junior ai1d 
sen1or high school. 

Priorities should be turned around, he said, 
so that children in elementary schools will 
be guaranteed against failure, thereby in­
creasing their chances of finding schools con­
genial and J>leasurable places ln which they 
can succeed as they grow older. 

Under Rohwer's radical overhaul of school­
Ing, no children would be required to atta.tn 
any subject matter level of achievement 
before the seventh grade. In elemen"tary 
schools, students would be free to work on 
any projects they desired, including tradi­
tional subject areas, or even topics of their 
own choosing such as computer programming 
or the lore of professional baseball. Students 
who wanted to learn how to read would be 
allowed to do so, if teachers felt they could 
achieve without difficulty. · 

During two or three years of junior high 
school, he said, all basic skills of readirig, 
mathematics and other subjects could be 
taught. 

In closing, I would like to quote from three 
sources: Edmund Burke, the Arizona -Bill of 
Rights, and the Bible. 

Edmund Burke, in referring to Rousseau, 
said: 
"~e have had the great professor of the 

philosophy of Vanity 1n England-Benevo­
lenee to the whole species and want of feel­
Ing for every individual with whom the pro­
fessor comes in contact, form the character of 
the new phllosophy." -

==-~ 
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Section 1 of the But of Rights of the Arl­

·zona Constitution sa.ys1 "A frequent recur­
rence to fundamental principles ls essential 
to the security of individual rights and the 
perpetuity of free government." 

Jesus in Matthew 12 : 33: "Make a tree 
sound and its fruit wlll be sound; make a 
tree rotten and its fruit wm be rotten. For 
the tree can be told by its fruit." 

And last: "What does the Lord require of 
you?" The Prophet Micah answered: "But 
to do justice, and to love kindness, and to 
walk humbly with your God." Micah 6 : 8 . 

MIA AWARENESS YEAR 

Mr. STONE. Mr. President, I rise to­
day to express my concern over the fate 
of our servicemen missing in action. I 
have joined many of my colleagues in co­
sponsoring Senate Resolution 48, a reso­
lution directing the State Department 
and the President to pressure the North 
Vietnamese and Cambodian Govern­
ments into providing additlonal.informa­
tion concerning our MIA's. I have also 
cosponsored S. 624, a bilJ that would pro­
hibit any change in the status of any 
member of the uniformed services who 
is missing in action until such time as the 
provisions of the Parls Peace Accord of 
January 27, 1973, have been fully com­
plied with. 

I am very pleased that concern over 
our servicemen missing in action has also 
been formally expressed by Florida's 
Governor Reuben Askew. Mr. President, 
I ask unanimous consent that Governor 
Askew's proclamation proclaiming the 
year 1975 to be "MIA Awareness Year" be 
printed fn full in the RECORD. 

There being no objection, the procla­
mation was ordered to be printed in the 
RECORD, as follows: 

PROCLAMATION 

Whereas, 1n January, 1973, the Vietnam 
Cease-Fire agreement was signed 1n Par~. 
and 

Whereas, the provisions of that agree­
ment called for the return of American 
Prisoners of War and an accounting of the 
Men Missing 1n Action, and 

Whereas, today, almost two years later, 
the fate of 1,300 of our men as prisoners or 
missing in Vietnam, Laos, Cambodia, or 
China is unknown, and 

Whereas, there ls no evidence that the 
Communists intend to comply with the pro­
visions of a return of all prisoners, an ac­
counting of the Men Missing 1n Action, and 
return of the remains ·of those who died on 
foreign soil, and 

Whereas, VIVA (Voices 1n Vital America) 
and the National League of Famllies have 
undertaken the task of bringing to focus 
attention on the pllght of our Prisoners of 
War and Missing Men, and 

Whereas, the focus is in the form of a re­
dedication for freedom; 

Now, therefore, I, Reubin O'D. Askew, by 
virtue of the authority vested 1n me as 
Governor of the State of Florida, do hereby 
proclaim the year 1975 as MIA Awareness 
Year 1n Florida, and do urge all citizens 
to join tn proclaiming support for the ef­
forts of the fa.mllies and friends in bringing 
to the attention of America and the world 
the plight of our Prisoners of War and those 
Missing tn Action 1n Southeast Asia. 

THESUMMERLUNOHPROGRAM 
Mr. CASE. Mr; President, nothing ·fs 

more important to - the future of our 
~ountry than .the he~lth o~ our Nation's 

chlldren. And an of us in the Congress 
know this. That is why I have joined in 
sponsoring legislation to expand and im­
prove all our chlld nutrition programs, 
including the summer lunch program. 

A particular problem has arisen in con­
nection with this year's summer lunch 
program however. It is almost the end 
of March, and the time is upon us when 
the States are gearing up for this sum­
mer's program. But they cannot do so 
unless Congress acts to authurize the 
program, and the funds for it. We do not 
have the time, before the Easter recess, 
to consider and come to agreement on 
amendments to all of the Federal feed­
ing programs. That is why I am joining 
in the effort to pass legislation author­
izing the summer program through Sep­
tember 30 of this year, at the fiscal year 
1974level. · 

In New Jersey alone last year, there 
were 532 sites serving lunches to 56,770 
children each day ·during the summer. 
The amount of Federal money for the 
program amounted to $2,860,655. This 
year, with the unemployment rate still 
on the rise in New Jersey and currently 
touching almost 11 percent, continuation 
of this program, at least at the level of 
last year, is vital. 

As we all know, unemployment is not 
the only thing that has increased in the 
past year. Food costs have also continued 
to rise, by some 10 to 15 percent. We have 
acted in Congress to tie food stamps to 
the Consumer Price Index, and I hope 
that we will succeed in doing the same 
thing for the summer lunch program. 
If we do not, we will be reducing the level 
of the program by as much as 15 per­
cent. This is something that we simply 
cannot afford to do. 

THE WARWICK EMBLEM CLUB'S 
WINNING AMERICANISM POLICY 
Mr. PASTORE. Mr. President, the 

Warwick Emblem Club No. 416 has 
shared with me the essay that won the 
Americanism essay contest that the club 
recently sponsored in the secondary 
schools of Warwick, R.I. The essay con­
test is an annual event, and all the stu­
dents in the Warwick secondary school 
system can participate. This year, Beth 
Pagliarin1 wrote the winning essay. She 
chose as her topic the American flag. 

Mr. President, Beth's thoughts on the 
symbolism of our flag are so beautiful 
and so sensitively expressed that I would 
like to share them with my colleagues 
who, I know, will enjoy them. 

I ask unanimous consent that the es­
say be printed in the RECORD. 

There being no objection, the es ay 
was ordered to be printed in the RECORD, 
as follows: 

OUR FLAG 

Holding his head high and publicizing 
his appearance, the fiag cordially waves to 
those scurrying below.. Expressing himself 
as an easy-going character he readlly co­
operates wtth the friendly wind swaying him 
gently. He ls totally conscious of his sailor­
type collar accented by a red and white ·shirt 
ablaze with patriotic spirit. The flag reveals 
his inner !eellngs and sensitivity by paying 
strict attention to each of the thirteen ori­
ginal colonies. E!Wh .o~e has its own "sou­
venir" engr.ay~~ tndt~idually into the flag; 

proudly representing what they accompUshecl 
in the past. Little stars, printed on hls cloth 
"twinkle" with pride--bearing the name or 
each state in the United States. Careful of 
coordinating his outfit, the flag deftly chose 
the colors that would express the outstand­
ing characteristics of his country. Deep in his 
heart he feels that there are three colors that 
would announce us precisely. The red would 
express the outstanding men of the United 
States who "blaze" inside our hea.rt.s. The 
blue would speak for us by gently broad­
cast ing "the peace arid good w111 of men." 
Standing t>n top, however, is the white-free 
io reveal our number one characteristic­
the liberty and freedom that is pure and 
delicate. · 

Undaunted by our fault s, he continues to 
be loyal t o us. Opt imism and confidence flare 
up inside of him and he flaps enthusiasti­
cally in the air-American air. With the sk111 
of an experienced baker, he blends the weight 
of our mistakes with an equal portion of 
our accomplishments. Proudly presenting the 
results for others to admire he smiles in 
spite of himself-America is America, good 
points and bad! 

BETH PAGLIARINI, 
St. Rose of Lima School. 

W .'I.RWICK, R.I., February 1975. 

GOV. SHERMAN W. TRIDBITT RE­
NE\VING DELAWARE'S SUPPORT 
FOR OUR NATION'S MIA'S 
Mr .. ROTH. Mr.· President, the letter 

of the Foreign Minister of North Viet­
nam released by Senator KENNEDY shows 
that Hanoi continues to withhold in­
formation on Americans missing in 
action in a crude attempt to further its 
.political and military goals. This is a 
flagrant violation of the Paris Peace Ac­
cords . and of any s-tandard of decent, 
·civilized behavior. 

North Vietnam's behavior shows that 
their leaders are obviously aware that 
the United States has not forgotten its 
missing in action. Indeed we have not·. 
In the past several months, proclama­
tions of support for MIA's have been is­
sued in cities and States all over this 
country. One of these proclamations was 
issued by Delaware's Governor, Sher­
man W. Tribbitt. 

The families of our missing in action 
have asked for support on several bills, 
including S. 494 and S. 624. I urge the 
Armed Services Committee to give these 
bills speedy attention. 

I also ask unanimous consent that 
Governor Tribbitt's proclamation ·be 
printed in the RECORD. 

There being no objection, the proc­
lamation was ordered to be printed in 
the RECORD, as follows: 
STATEMENT BY Gov. SHERMAN W. TRmBrrr, 

RENEWING DELAWARE'S SUPPORT FOR OUR 

NATION'S MIA'S 
Whereas, in January, 1973, the Vietnam 

cease-Fire Agreement was signed in Paris; 
and 

Whereas, the provisions of that agreement 
called for the return of American Prisoners 
of war and an accounting of the Men Missing 
1n Action; and 

Vihereas, today, almost two years later, 
the fate of 1;300 of our men as prisoners or 
missing in Vietnam, Laos, Cambodia, or 
China 1s unknown; and 

Whereas, there is no evidence that the 
communists intend· to comply with the pro­
visions of a return of all Prisoners, an ac­
counting .of the men Missing tn Action, a.nc;J 
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return of the remains o! those who died on 
foreign soil; and 

Whereas, VIVA (Voices in Vital America) 
and the National League or Famll1es bas 
undertaken the task of bringing to focus 
attention on the plight o! our Prisoners of 
War and Missing men; and 

Whereas, the focus is in the form or a 
rededication for freedom. 

Now, therefore, I, Sherman W. Tribbitt, 
Governor of the State of Delaware, do hereby 
proclaim support !or the efforts of the fam­
ilies and friends of the American Prisoners 
of War and llifissing in Action in Southeast 
Asia, and call upon all citizens to support 
this cause and help bring to the attention o! 
America and the world, the plight of our 
Prisoners of War and Missing in Action. 

~.o\NPOWER TRAINING 
Mr. CLARK. Mr. President, the En­

vironmental P1·otection Agency, under 
Administrator Russell Train's leadership, 
haS been making a most commendable 
effort to help state and local officials 
solve their environmental manpower 
shortages. In November, Train contacted 
all Governors, mayors, and county com­
missioners alerting them that title I and 
ll funds of CETA, Comprehensive Em­
ployment and Training Act of 1973, Pub­
lic Law 92-203-a Labor Department 
program-could be used to employ and 
train needed pollution abatement and 
control personnel. Concurrently with Ad­
ministrator Train's letter, regional EPA 
administrators contacted State environ­
mental agencies and local public works 
directors alerting them to the same pos­
sibility and offering technical assistance, 
if needed. · . . 

· ·· To further, familiarize State- and local 
envil·onmental oftlcials with CETA and 
other manpower- resources, EPA spon­
sored the National Envil·onmental Man­
power Planning Conference in December. 
Over 245 officials representing all 50 
States, Puerto Rico and Guam attended 
this Conference. I was pleased that a 
number of Iowans were asked to be 
speakers at this Conference because of 
their record and national reputation in 
the environmental education fields. 

They were: 
Robert H. Lounsberry, secretary of ag­

riculture, State of Iowa, Des Moines. 
Dr. William M. Baley, associate sup­

erintendent, area school and career ed­
ucation branch, Iowa Department of 
Public Instruction, Des Moines. 

Charles C. Miller, acting director of 
land quality management, Iowa Depart­
ment of Environm ntal Quality, Des 
Moines. 

Michael · E. Crawford, director of de­
velopment, Kirkwood Community Col­
lege, Cedar Rapids. 

Mr. President, I understand that State 
and local officials are interested in this 
program which will make it possible to 
train the unemployed to fill environ­
mental and public works jobs. I am pro­
viding this information to my colleagues 
for two reasons: First, with the Nation's 
unemployment rate soaring to 8 percent, 
I believe every worthwhile effort to help 
decrease the unemployment rolls should 
be recognized. Second, I am pleased to 
see the EPA a.nd the Labor Department 
working together in such a constructive 
manner. 

VIETNAM MILITARY AID CUTOFF 
Mr. MATHIAS. Mr. President, yester­

day, the Senator from illinois <Mr. STEV­
ENSON) and I submitted an amendment 
to s. 920, the military procurement au­
thorization bill for fiscal year 1976, which 
would cut off all military aid to the Gov­
ernment of South Vietnam on July 1 of 
this year, with a one-time 120-day ex­
tension allowed if the President certifies 
to the Congress that such an extension 
would promote a peaceful solution to the 
Vietnam conflict. I ask unanimous con­
sent that our amendment be printed in 
the RECORD. 

There being no objection, the amend­
ment was ordered to be printed in the 
RECORD, as follows: 

On page 14, between lines 10 and 11, in­
sert a new section as follows: 

SEc. 802. (a) NotWithstanding any other 
provision of law, no military assistance and 
no defense article may be made available 
(whether by cash, credit, guaranty, lease, 
gift, or otherwise) to the Government of 
South Vietnam on or after July 1, 1975; and 
all licenses heretofore issued for the trans­
portation of arms, ammunitions, and imple­
ments of war (including technical data re­
lating thereto) to or for the Government of 
South Vietnam shall be invalid (to the ex­
tent unused) on and after July 1, 1975, and 
no new licenses may be issued for such pur­
pose after such date. 

(b) The President is authorized to suspend 
the provisions of subsection (a) of this sec­
tion if he certi.tles to the Congress that such 
suspension will further a peaceful solution 
of the Vietnam confiict in accordance with 
the Paris agreement on ending the war and 
restoring peace in Vietnam, but the authority 
of the President to suspend such provisions 
shall be effective only .fo:r a period of 120 days 
after June 30, . 1975-, In no event may any 
amount be obligated . for military- assistance 
(in any form) fQr South Vietnam during 
any period of suspension invoked -by the . 
President under this subsection in any 
amount in excess of an amount equal to one 
third of the amount appropriated !or such 
purpose !or the fiscal year ending June 30, 
1975. 

Renumber section 802 through 804: as sec­
tions 803 through 805, respectively. 

SOCIAL SECURITY RECIPIENTS 
FAmNESS ACT: DISABILITY AP­
PEALS 
Mr. PELL. Mr. President, on March 6, 

when I introduced the Social Security 
Recipients Fairness Act, S. 985, I made 
reference to the provisions under title n 
of that bill, whicl:. would require that 
disability insurance appeals be concluded 
wittin 110 days from the date of initia­
tion, barring delays imposed by the ap­
pellant. I said then that the enormous 
disparity in the amount of time it took to 
hear these appeals in the different re­
gions of our country was disgraceful and 
absolutely unjustified. 

At the time, I was using statistics 
which were slightly dated so I would 
have expected that if the SSA has been 
making a good faith effort to correct this 
problem, that new statistics, both na­
tional and regional, should reflect an im­
provement in their administration of 
these more than 60,000 cases each year. 
I have just :earned, however, that the 
contrary is true. 

April 1974 statistics indicated that on 
a national basis, appeals took an aver-

age of 163 days. I was shocked to learn 
yesterday that in December 1974, far 
from an improvement in this situation, 
the national average was 213 days. This 
is practically a 30-percent increase in 
waiting time nationally. The delay in my 
region is still a full month longer than 
this average. 

Imagine if one of us were sitting at 
home disabled, waiting for the Federal 
Government to respond to our pleas for 
assistance, assistance which we as tax­
payers contribute to every day while we 
work. Imagine waiting 7 months on the 
aver..tge for this machinery to grind out a 
decision which national statistics indi­
cate will be i..""l our favor, and imagine at 
this time of incredible inflation, how fast 
our saVings would be depleted. 

Mr. President, the issue here is wheth­
er this bureaucracy cares about whether 
it rtins well or not, and whether it cares 
about its constituency, which it should 
be reminded is not the dollars and cerltS · 
of the social security trust fund, but the 
people whose dollars and cents those are. 

MONTANA AND THE NCAA WESTERN 
REGIONAL BASKETBALL SEMI­
FINALS 
Mr. MANSFIELD. Mr. President, I 

invite the attention of the Senate to an 
article in today's Washington Star en­
titled "UCLA Has Its Hands Full With 
Montana" and an article in today's 
Washington Post entitled "UCLA Nips 
Montana In West." In last night's NCAA 
Western regional basketball semifinals h~ 
Portland, Oreg., UCLA had considerable 

· difficulty edging 67 to 64 a University of 
Montana basketball team who by many 
was at best rated an underdog going into 
that contest. I remind Senators that 
UCLA has won the Western regionals 8 
consecutive years and has won seven of 
the last eight national collegiate basket­
ball championships. We in Montana are 
proud of the University of Montana and 
its basketball team. I offer my congratu­
lations to the Grizzlies' coach and team 
who ended the season as Big Sky Confer­
ence Champions and gave UCLA a fight 
to the finish last night. They have repre­
sented Montana well. 

I ask unanimous consent that the 
articles from the Washington Post and 
the Washington Star be printed in the 
RECORD. 

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

[From the Washington Post, Mar. 21, 1975] 
UCLA NIPS MONTANA IN WEST, 67 TO 64 
PORTLAND, OREG., March 20.-Second-ranked 

UCLA, chased all the way, held off hustling 
Montana, 67-64, and struggling into the 
NCAA Western Regional basketball finals 
tonight;. 

The victory moved UCLA, 25-3, into Satur­
day's regional championship game against 
the winner of the evening's second game be­
tween seventh-ranked Arizona State aud 
16th-rated Nevada-Las Vegas. 

Montana, the Big Sky Conference cham­
pion, was a big underdog, but the Grizzlies 
challenged UCLA from start to finish, led by 
the scoring of Eric Hays and Ken McKenzie. 

The Bruins were ahead by only two points 
with 1: 10 remaining, but put the game away 
on a free throw by Marques Johnson with 38 
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seconds left and two more foul shots by Pete 
Trgovich with 16 seconds to go. 

Montana led brletly twice in the first half 
as Hays, 6-foot-3 senior hit all nine of hls 
shots from the floor and scored 19 points. 

UCLA, the Pa.citlc-8 Conference champion, 
led 34-33 at halftime. 

The Bruins, behind all-America forward 
Dave Myers, went ahead by nine points with 
12 minutes left, but Montana would not fold. 

Montana, 21-7, tralled 64-55 with about 
4Y2 minutes left. The Grizzlies then scored 
seven straight points to pull within 64-62 
before the Bruins put down the rally. 

Hays, who wound up 13-16 from the tloor, 
led all scorers with 32 points. McKenzie, 6-9 
senior, added 20. 

Trgovich and Richard Washington, a for­
mer Portland prep star, led UCLA with 16 
points each. Myers tlnlshed with 12. 

[From the Washington Star, Mar. 21, 1975] 
WESTERN REGIONAL-UCLA HAS ITS HANDS 

FULL WITH MONTANA 
PORTLAND, Oreg.-8econd-ranked UCLA 

which has won seven of the last eight college 
basketball championships, and seventh­
ranked Arizona State wlll meet Saturday 
afternoon in the finals o! the NCAA western 
regional tournament. 

Neither team was exactly perfect in 
Thursday night's first round. UCLA edged 
underdog Montana 67-64, and Arizona State 
erased an eight-point deficit late in the game 
to stop 16th-rated Nevada-Las Vegas 84-81. 

UCLA, which has won the Western re­
gionals eight consecutive years, needed all 
the help it could get tn disposing of Montana. 
The Bruins may need more to get past Ari­
zona State for a berth in the NCAA semi­
finals. 

"'I can't have anything but praise for 
Montana," UCLA Coach John Wooden told 
sports writers after the game. "If you gentle­
men as writers try to downgrade UCLA for it 
being a tight ball game, you'd be very unfair 
to Montana. They could have beaten a lot of 
teams tonight. They came close to beating 
us." 

"Call me Mr. Lucky," said Arizona State 
Coach Ned Wulk after the Sun Devns rallied 
to overtake Nevada-Las Vegas. "Certainly we 
were most fortunate, and that is almost 
an understatement."' 

UCLA, the Pacltlc-8 Conference champion, 
and ASU, the Western Athletic COnference 
titllst, wm square off in Portland following 
a Saturday morning consolation game be­
tween Nevada-Las Vegas and Montana. 

If AU-America forward Dave Meyers had 
elected to sit out the Montana game, UCLA 
might have suffered one of the season's big­
gest upsets. Meyers, a 6-foot-8 senior, has 
been having trouble with both of his legs 
in the past month. 

"I try not to say too much about it,'' 
Wooden said of Meyers. "David isn't playing 
well." The inJuries have discouraged Mey­
ers, he added. "I discussed not playing him 
at all tonight, win or lose, but he wanted to 
play." 

Meyers finished With 12 points and five re· 
bounds. 

Eric Hayes, a small 6-3 forward, gave Mon­
tana a big 11ft with 32 points. He was 9 for 
9 in the first half and wound up 13-16. Ken 
McKenzie added 20 points. 

"'I'm happy with the way I played, but I 
didn't come here to put on a show," said 
Hayes, who guarded the taller Meyers most 
of the way. "I came here to Win." 

Montana, behind by one point at halftlm&, 
tralled by only two points With 1:10 to go be­
fore UCLA finally put the Big Sky champions 
away. 

Pete TrgGvich and Rich Washington scored 
16 points each fGr UCLA. 

SO IE JOBS TAKEN FROM CIVll.. 
SERVICE 

Mr. PELL. Mr. President, on Thurs­
day, March 6, an article appeared in the 
Washington Star by Joseph Young dis­
cussing the administration's intent to 
use the regional offices as political arms 
of the admin~tration. 

It was reported that, over the opposi­
tion of the Civil Service Commission, the 
President issued an Executive order re­
moving from the civil service coverage of 
top career jobs in the regional offices of 
the Departments of Interior, Transpor­
tation, Housing and Urban Develop­
ment, Labor, Health, Education, and 
Welfare, and the Environmental Protec­
tion Agency. 

The administration has attempted to 
beef up the regional offices under the 
rhetoric of "bringing the Government 
to the people." What in effect they do, 
however, 1s create a fourth layer of gov­
ernment between the traditional local 
and State agencies and the Federal Gov­
ernment here 1n Washington. When you 
have a regional layer of government, you 
have an 1Uog1cal situation such as Wash­
ington educators having to travel to 
Philadelphia in order to deal with the 
Department of Health, Education, and 
Welfare, and educators from Puerto Rico 
having to go to New York to do the same. 

I can only speak for education pro­
grams, for, as chairman of the Subcom­
mittee on Education, I have followed the 
whole question of the regionalization of 
Health, Education, and Welfare educa­
tion programs. I have found that, on a 
purely substantive level, when a program 
1s regionalized, it takes longer to be 
funded, and any inquiries we make on 
behalf of constituents or with regard to 
legislative oversight are shunted be­
tween the regional offices and Washing­
ton with each saying that the decision 1s 
up to the other. Regionalization, in ef­
fect, means that there are 10 different 
criteria for grantniaking in that they are 
administered in 10 different regional of­
fices. More and more money 1s being gob­
bled up by administering programs 
rather than putting it into schools, and 
now we see the regional offices being 
turned into mouthpieces for the admin­
istration. 

In the Education Amendments of 1974, 
we stopped all regionalization which had 
occurred after June 30, 1973. We had pre­
viously looked upon regional offices as 
centers for technical assistance and dis­
semination of information. Judging by 
the Star article, a big reason of the ad­
ministration for the continued existence 
of regional offices 1s political. If this be 
the case, it confirms me in my intention 
to do what I can to cut back on any 
regional involvement with Office of Edu­
cation programs. 

I ask unanimous consent that an ex­
cerpt from the aforementioned Washing .. 
ton Star article be printed in the RECORD. 

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

SOME JOBS TAKEN FROM Civn. SERVICE 
(By Joseph Young) 

Despite his statement of strong support of 
the merit system, Prestdent Ford has taken 

action to politicize some key federal career 
Jobs. 

Over the reported opposition by the Clvll 
Service Commission, Ford on Feb. 15 issued 
an executive order removing from Civil Serv­
ice coverage top career Jobs in the regional 
offices of the Departments o! Interior, Trans­
portation, Housing and Urban Development, 
Labor, HEW and the Environmental Protec­
tion Agency. 

The Jobs are those of regional directors 
and administrators, and principal regional 
representatives. The jobs wlll be transferred 
to excepted Schedule C for Grades 15 and 
below and to non-career executive assign­
ments for those in Grades 16 through 18. 

Incumbents in these jobs are not affected 
by the order as such. However, in these situa­
tions they are usually "encouraged" to take 
another position or to retire 1f they meet 
the age and service requirements. 

In his executive order Ford said in justifi­
cation of his action: 

"The program to decentrallze federal policy 
and decision making and to involve local 
governments and other interested parties ln 
federal, state and local policy and program 
development requires a capability for deep 
involvement in the development and advo­
cacy of Admlnlstratlon proposals and po11-
cies, and support of their controversial 
aspects on the part of certain senior regional 
officials." 

Ford's action as well as his statement has 
been a matter of concern to Chairman Da vld 
Henderson and other members of the House 
Civll Service manpower subcommittee which 
disclosed the executive order as part of its 
hearings into what can be done to strengthen 
the government's merit system. 

Henderson and his colleagues feel that 
Ford's action could be a prelude to further 
moves to remove additional career jobs from 
civll service protection under the argument 
that key positions should be filled by political 
loyalists to the administration's programs. 

It was arguments Uke these that Nixon 
administration offic1als used and that led tG 
the most serious assault ever on the merit 
system. 

When Ford took office, he issued a state­
ment pledging his support and protection of 
the merit system and instructed the heads of 
departments and agencies to adhere to merit 
system principles. 

However Ford's executive order in removing 
top career jobs from Civll Service in regional 
offices has raised concern anew over the fu­
ture of the merit system. 

Henderson and his colleagues seek to deter­
mine whether legislation ls necessary to give 
stronger protection t o the merit system. 

CORRUPTION IN VIETNAM; U.S. AID 
DOWN THE DRAIN 

Mr. PROXMIRE. Mr. President, I 
have received information that American 
citizens have conspired with Vietnamese 
contractors to bilk the United States out 
of $1 million in military aid. 

The information is contained in an 
exchange of letters with the staff of the 
Joint Chiefs of Staff which provides evi­
dence of fraud and collusion in Vietnam­
ese purchases of defense goods. 

The massive fraud and conspiracy oc­
curred during 1973 and 1974 in Vietnam 
under the in-country procurement pro­
gram of the Defense Attache Office. 

The Defense Attache Office is respons­
ible for building up an industrial base 1n 
Vietnam by funneling U.S. military atd 
through local businesses. 

An audit of just 12 contracts under 
this "Buy Vietnamese" program has re­
vealed that over $1 million of the total 
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contract price of $6.6 million was fraud­
ulently diverted by U.S. civilians and 
Vietnamese contractors. 

Delivery documents have been falsi­
fied. Receipts have been submitted for 
materials not delivered. Overpayments 
were made due to overstatement of the 
weight of delivered goods. Signatures 
have been forged. 

In one case, the delivery of lumber was 
overstated by adding a series of new 
numbers to the delivery notices. A de­
livery of 15,242 board feet of lumber was 
changed to 315,242 board feet in one 
document. Eleven instances of this type 
of fraud by three Vietnamese companies 
were uncovered. 

In other cases involving lumber, the 
payment was made but there is no rec­
ord that the lumber was delivered. Over 
3.3 million board feet of lumber are un­
accounted for. 

Fraudulent delivery and altered doc­
uments also were discovered in contracts 
to deliver sandbags, nails-the same con­
tractor-and barbed wire. 

In each of the cases above, one U.S. 
citizen working in the contract adminis­
tration branch certified the payment for 
the United States. He left on leave to 
the United States in December 1973 and 
has not returned. The Army Criminal 
Investigation Command has concluded 
that this individual was "involved in con­
siderable collusion." 

A number of U.S. quality assurance 
personnel quickly left Vietnam when the 
investigation began. 

Eight formal criminal investigations 
have been opened in this case, with five 
still pending. The investigation has been 
hampered by the destruction of records 
1n the procurement branch of the De­
fense Attache Office. 

The Defense Attache Office has found 
that four contractors are indebted to the 
U.S. Government for improper pay­
ments involving eight contracts. Repay­
ment for the fraud has not been forth­
coming, however, since the companies in­
volved have appealed to the Armed 
Services Board of Contract Appeals. 

This situation was brought to my at­
tention in 1974 by anonymous letters 
from Americans in Vietnam: These let­
ters indicated that the Defense Attache 
Office was not vigorously pursuing the in­
vestigation, that U.S. civilians were :flee­
ing to the United States to avoid prose­
cution, and that the Vietnam contractor 
swindles were far more widespread than 
Indicated. 

I am asking the Army's Criminal In­
vestigations Division to verify whether 
or not fraud occurred on this scale prior 
to 1973 and specifically what action was 
taken against the Americans involved, 
either in Vietnam or those that fled to 
the United States. 

We have all heard that corruption is 
a way of life in Southeast Asia. But we 
had thought it was only by the Viet­
namese. Now we find American officials 
involved. 

The million dollars may be small 1n 
terms of the $150 billion we have poured 
into Vietnam but it undoubtedly repre-

sents only part of everyday bribery, col­
lusion, and fraud. 

As the summary of the Army audit re­
port states: 

Considering the poss1bil1ty of skillful fraud 
and collusion, the extent of fraud within the 
In-Country Procurement Program could be 
subst.antla.lly more significant than dis­
closed 1n this report. 

OPERATING EXPERIENCES UNDER 
THE STATE AND LOCAL ASSIST­
ANCE ACT OF 1972 

Mr. HATHAWAY. Mr. President, I ask 
unamimous consent to have printed in 
the REcoRD a press release relating to the 
intention of the Subcommittee on Reve­
nue Sharing to hold hearings on operat­
ing experiences under the State and 
Local Fiscal Assistance Act of 1972. 

There being no objection, the press 
release was ordered to be printed in the 
RECORD, as follows: 

[Press Release, Mar. 21, 1975] 
HeARINGS ON OPERATING EXPERIENCES UNDER 

THE STATE AND LOCAL FISCAL ASSISTANCE 

ACT OF 1972 
The Honorable Wllllam D. Hathaway (D., 

Maine), Chairman of the Subcommitt ee on 
Revenue Sharing, announced today that the 
Subcommittee would hold hearings on op­
erating experiences under the Federal Rev­
enue Sharing program. 

The hearings will be held in April, 1975. 
The specific dates for these hearings will be 
set at a later time so as not to conflict with 
the schedule of business before the full Com­
mittee on Finance. 

Senator Hathaway stated: "The. e hear­
ings will attempt to focus on a general re­
view of the adm!nlstra~lon and operation of 
the revenue sharing program. According to 
the Finance Committee report when the bill 
was enacted, the purpose of the program is 
to provide the States and locallties with a 
specified portion of Federal individual in­
come tax collections to be used by them in 
accordance with local needs and priorities 
and without the attachment of strings by 
the Federal government. In our hearings we 
hope to develop information concerning the 
a.dminlstration and monitoring of this pro­
gram by the Office of Revenue Sharing and to 
review the way in which these funds have 
been u tilized by the various recipient gov­
ernments. In addition, the Subcommittee in­
tends to e ·amine the ramifications of this 
program on the structure and organization 
of units of local government." 

Senator Hathaway added that a number 
o! Government officials and private individ~ 
uals who have been intimately involved with 
the revenue sharing program will be invited 
to appear before the Subcommittee as wit­
nesses in order to obtain a full and well­
balanced discussion of the issues involved in 
extending the revenue sharing program. In 
addit ion, Interested State and local officials, 
as well as other persons interested in ap­
pearing before the Subcommittee to ex-press 
their views on this subject, are invited to 
submit requests to testify. 

Requests to Testify.-Persons desiring to 
testify during these hearings must make 
their request to testify to Michael Stern, 
Staff Director, Committee on Finance, 2227 
Dirksen Senate Office Building, Washington, 
D.C. 20510, not later than April 7, 1975. Wit­
nesses will be notified as soon as possible 
after this cutoff date as to when they are 
scheduled to appear. Once the witness bas 
been advised of the date of his appearance 
it will not be possible for this date to be 

changed. If for some reason the witness is 
unable to appear on the date scheduled, he 
ms.y file a v!rltten statement for the record 
of the hearing in lieu of a personal appear­
ance. 

Consolidated. TesUm,ony.-....C<enator Hatha­
way also stated that the Subcommittee urges 
all witnesses who have a common position or 
with the same general interest to consolidate 
their testimony and designate a single 
spokesman to present their common view­
point orally to the Committee. This pro~ 
cedure will enable the Committee to re­
ceive a wider expression of views than it 
might otherwise obtain. Senator Hathaway 
urged very strongly that all witnesses exert 
a maximum effort, taking into account the 
limited advance notice, to consolidate and 
coordinate their statements. 

Legislative Reorganization Act.-In this re­
spect, he observed that the Legislative Re­
organization Act of 1946, as amended, re­
quires all witnesses appearing before the 
Committees of Congress "to file in advance 
written statements of their proposed t-esti­
mony, and to limit their oral presentations 
to brief summaries of their argument." 

Senator Hathaway stated that in light of 
this statute and in view of the large number 
of witnesses who desire to appear before the 
Subcommittee in the limited time available 
for the hearing, all witnesses who are sched­
uled to testify must comply with the follow­
ing rules: 

(1) A copy of the statement must be filed 
by the close of business two days before the 
day the witness is scheduled to testify. 

(2) All witnesses must include with their 
written statement a summary of the princi­
pal points included in the statement. 

(3) The written statements must be typed 
on letter-size paper (not legal size) and at 
least 50 copies must be submitted by the 
close of business the day before the witness 
is scheduled to testify. 

(4) Witnesses are not to read their writ­
ten statements to the Subcommittee, but 
are to confine their ten-minute oral presen­
tations to a summary of the points included 
in the statement. 

(5) Not more than ten minutes will be 
allowed for oral presentation. Written state­
m.ents.-Persous not scheduled to present 
oral testimony and others who desire to pre­
sent their views to the Subcommittee are 
urged to prepare a written statement for sub­
mission and inclusion in the printed record 
of the hearings. These written statements 
should be submit ted to Michael Stern, St aff 
Director, Committee on Finance, Room 2227, 
Dirksen Senate Office Building. 

"OUR FLAG'•-BETH PAGLIARThlJ 
WARWICK, R.I. 

Mr. PELL. Mr. President, I should like 
to ask, at this time, unanimous consent 
to have printed in the RECORD, an essay 
by Miss Beth Pagliarini, of Warwick, 
R.I. Beth is an eighth grade student at 
St. Rose of Lima School, and she was 
judged the winning contestant in an 
essay contest sponsored by the Warwick 
Emblem Club No. 416. 

When Miss Pa.gliarini read her essay 
before the Emblem Club, her audience 
was spellbound. That is why I commend 
to my colleagues this magnificent­
almost poetic-statement entitled "Our 
Flag." It speaks of optimism and con­
fidence, of liberty and f1·eedom, and it 
expresses with great clarity the accom­
plishments of the people of America. 

It is with a sense of great personal 
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·. pride that I ask my colleagues· tB' join for a regulatory agency; ~:h1ch has not . 

me in paying tribute to Miss' Pagija:rint · been· elected. by anyone,· to attempt to 
and her winning epic, "Our Flag," as superimpose -Its judgment over 'the judg~ 
well as to the Warwick Emblem C1ub for ment of the elected representatives· of 
bringing this to my attention. . the American people. 

I ask unanimous consent that the The simple answer, Mr. President, fs 
essay be printed in the RECORD. · to make it absolutely clear, not only to 

There being no objection; the essay the CPSC but also to the Nation, that 
was ordered to be printed in. the RECORD, Congress ·will not permit regulatory 
as follows: · agencies to usurp its basic legislative 

ou:a FLA~ authority in this fashion. My colleague 
(By Beth Pagllarinl) from Idaho, Mr. McCLURE, has proposed 

Holding his head high and publicizing his legislation to prohibit the CPSC from re­
appearance, the flag cordially waves to those stricting the sale or manufacture of fire­
scurrying below. Expressing himself as an arms or· ammunition, and I am pleased 
easy-going character he readily coC>perates to cosponsor this legislation 
with the friendly wind swaying him gently. But beyond the clear impropriety of 
He is totally conscious of his sailor-type col- agency action in this area. there is an­
lar accented by a red and white shirt· ablaze other issue, and that is t11e basic issue 
with patriotic spirit. The flag reveals his in- of gun and ammunition control itself. ner ·reelings and sensitivity by paying strict 
attention to each of the thirteen original I have opposed such measures in the . 
colonies. Each one has its own ·"souvenir" Senate, Mr. President, because I do not 
engraved individually into the flag; proudly see how these measures deter anyone in­
representing what they. accomplished in the · tent on committing a crime with a gun. 
past. Little stars, printed. on his ·cloth, Restrictions of this nature impose great 
"twlukle" with pride-bearing the name o! hardship on sportsmen and others with 
each state in the United States. Careful of 1 't' te d t ith 
coordinating his outfit, the flag de!tly 'chose egi Ima . nee .s . o use weapons, W -. 
the oolors that would express the outstand- o:ut reducmg crrmm3:1 activity. I will con­
ing characteristics of his country. Deep 'in his tmue to oppose this type of counter­
heart he feels that there are three colors that productive restriction, and I will oppose 
would announce us precisely. The red would etrorts to accomplish gun control or am­
express the outstanding men o! the United munition control through the backdoor, 
States who "blaze" inside our hearts. The by agency action. 
blue would speak for us by gently broadcast- Finally I would like to emphasize that 
lng "the peace and good wlll of men." Stand- ' · 
lng O:J;l top, however, is the white-tree to re- I. share tJ;te widespread concern about 
veal our number one characteristic-the llb- VIolent crrme--and I think we should 
erty and freedom that 1s pure and delicate. move promptly to counter it, by tmpos-

Undaunted by our faults, he continues to ing mandatory, additional sentences for 
be loyal to us. Optimism and confidence those convicted of crimes while carrying 
flare up inside o! him and he naps enthu- firearms. If the cr1m1nal setting out to 
siastically in the air-American air. With the commit a crime knew beyond any doubt 
ki~l of an exper~enced baker. he blends the 'that simply putting' a firearm in h~ 

we1ght of our mistakes with an equal por-
tion of our accomplishments. Proudly pre- · pocket would add a mandatory 5 to 10 
senting the results for others to admire he years to his sentence if apprehended, 
smiles in spite of himself-. merlca ts Amer- I predict the crime rate would drop fast. 
tea. good points and bad! In closing, I urge the CPSC to reject 

the proposed handgun ammunition ban, 
and I urge my colleagues to join me in 

PROPOSED CPSC H NDGUN AM- moving for prompt action on Senator 
MUNITION BAN McCLURE's . bill to prohibit CPSC action 

Mr. SCHWEIKER. Mr. President-, the 
Consumer Product Safety Commission 
has published in the Federal Register a 
solicitation of written public comments 
concerning a proposed ban on the sale of 
handgun ammunition, except to police, 
licensed security guards, the military, 
and licensed pistol clubs. 

I am opposed to this proposal. When 
the Committee for Hand Gun Control, 
Inc., of Chicago, originally requested this 
prohibition, I was pleased that CPSC 
denied the request, but thereafter, the 
U.S. District Court for the District of 
Columbia ordered the CPSC to recon­
sider this request, and the Federal Reg-
1 ter solicitation of comments followed. 

Mr. President, I would not preswne 
to advise the district court how to inter­
pret legislative history, but every Mem­
ber of this body knows that literally 
dozens of legislative proposals have been 
c'onsidered to restrict handguns or am­
munition in recent years. This is not an 
issue that has never been addressed by 
Congress; to the contrary, there have 
been numerous and heated debates on 
this subject in Congress. In these cir­
cumstances, I think it ts highly Improper 

in this area. 

AMERICAN INTELLIGENCE 
SUFFERING 

Mr. NUNN. Mr. President, I am deep­
ly concerned about the present a.nd fu­
ture status of our Nation's foreign intel­
ligence gathering operations. Surely 
many foreign agents are worried about 
being out of work because America is 
doing such a thorough job of publicly 
exposing our intelligence !unctions. This 
current climate portends grave risks be­
cause crucial future decisions by our 
Government could possibly be based on 
inaccurate and skimpy data. 

I am unalterably opposed to illegal in­
telllgence activities in the domestic 
arena. Any such improprieties should be 
rooted out and permanently stopped. I 
believe that strong and appropriate 
measures must be formulated to do just 
that. 

I remain, however, deeply troubled by 
recent events which are uncloaking our 
foreign and military intelligence activi­
ties to the potential enemies against 

whom thes·e ·legitimate · weapons are dl..: 
~ectea.: ~~ Ce~tral Inte~igerice ~ge~UiY: ; ~· . 
IS losing valuable sources of vital in­
formation ·throughout · the world: be-. , ·. 
cause no foreign source wants to risk .hts 
life knowing his name may be in• tomo~· 
row's headlines. 

The recent press reports on the sal~ 
vage attempt of a Russian submarine is 
a case in point. There is no doubt that 
the Soviets have submarines loaded with 
nuclear missiles aimed at the people of 
the United States. There is no doubt that 
in the future crisis involving the United 
States ·and the Soviet Union, our Presi­
dent and Congress should have the best 
and most current information available 
as the basis for decisions: I can foresee 
circumst~nces· \,\'here 'such inten.fience 
information could prevent a nuclear 
holocaust . .. 

Throughout our history, thousands of 
American lives have been saved because 
of our country's intelligence-gathering 
operations. · 

An American s~cret weapon in the 
basement. of a building in Hawaii_; 
a small code-breaking intelligence 
grouP-enabled the United States to turn 
the tide of the war at Midway. American 
censorship in World War II fingered 
Nazi secret-ink spies by winning a battle 
of test tubes and shortened the war. An 
American intelligence official was run­
ning 'toward the State Department early 
in the morning of December 7, 1941, with 
the crucial intercepted and deciphered 
message an hour before the Japanese 
planes roared off the carrier decks and 
even hours before the Japanese Embassy 
had deciphered their own message. All 
this valuable .intelligence information . 
would have been worthless if the oppo­
sition knew their intelligence and codes 
were in the hands of the United States. 

The publication of the details of the 
recent CIA operation regarding the Rl.is­
sian submarine--listing the precise loca-: 
tion of the suriken sub and the intelli­
gence gathered-effectively ended this 
potential source of valuable intelligence 
data. This public disclosure created the 
danger of an international incident be­
tween our Nation and the Soviet Union. 
It is inconceivable to me that the CIA 
and its o:flicials are being criticized in 
the American press by Members of Con­
gress and other distinguished citizens 
for undertaking an operation in the mid­
dle of the Pacific Ocean to find out more 
about the real Russian nuclear capabili­
ties. I believe that the CIA a.ction was 
entirely appropriate and in the best. 
long-term interest of every American. 

In addition, there has been some im­
plication that the funds for the subma­
rine project were somehow spent without 
congressional approval. I have been told 
that the funding for this project was 
handled 1n the normal congressional 
process that applies to all our intelli­
gence activities. 

One of my congressional colleagues re­
cently asked for a cost-benefit analysis 
of U.S. intelligence operations. I am con­
vinced that the benefits of the Ameri­
can intelligence community greatly ex­
ceed the total cost. I might add that a 
cost-benefit study of some of the cur-
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rent public criticism would show that 
-the· cost to our Nation far exceeds any 
possible benefit. · · · 

·I did not know and did not have a need 
to know the specifics -of this CIA opera­
tion with the Russian submarine, but I 
agree with the New York Times editorial 
of March 20 that- -

The CIA is only to be commended· for this 
extraordinary effort to carry out its essential 
mission. ' 

· If we are going to have an able and 
efficient intelligence operation-which I 
believe is essential-we should not criti­
cize these men when they have brillia~tly 
accomplished their mission. Unfortu­
nately, we cannot afford to herald the 
CIA's successes as front page news,' be­
cause destroying the secrecy of the suc­
cesses destroys the success itself. The 
members of our intelligence community 
must be satisfied to have their informa­
tion remain secret so that it can be used 
by our country's leaders when needa~. 
To criticize them at every . turn and in 
oome cases, unjustly, is to tear down this 
capability our country needs. I will not be 
a party to this undermining process be­
cause I believe the American people know 
we need this capability and information 
·and know that their own lives would be 
jeopardized without it. 

THE GENOCIDE CONVENTION 
. Mr. PROXMIRE. Mr: Preside~t. the 
United States has led the way in estab­
;lishing protection of basic human rights. 
The premise of the inalienable rights of 
zfuan on which this country was founded 
bas been a constant example of moral,.. 
i_ty and ethics to all countries .. 

When this human rights convention 
·was first initiated, we were one of .its 
.major proponents. We spoke out in sup­
port of the G{mocide Treaty. But, we 
have not followed our words through with 
actions. We are jeopardizing our poten­
tially good influence with hypocritical 
actions and empty words. 
.. I have mentioned before that I feel we 
have a duty to lead the world 1n estab­
lishing a code of international law be­
cause I felt that it would provide a basis 
f.or understanding between nations. That 
duty demands that we ratify the Geno­
cide Treaty in order to make genocide 
an international crtme. 
· In a statement to the Subcommittee on 
Foreign Relations, Mr. Richard Gat:dn~r. 
representing the Ad Hoc Committee on 
the Human Rights and Genocide Trea-
ties, said: · 

Another practical consequence is that 1t 
will give us greater influence 1n the drafting 
of new standards ln the future, because as 
long as the U.S. abstains from ratifying any 
human rtghts ·conventton In the United Na­
tions, it will necessarily diminish our In­
fluence in drafting other conventions. For­
eign countries wlll say the United Stat.es does 
not ratify these, why should Its views be 
taken so seriously into account. 

We must stop talking and begin act­
ing to preserve ·the power· of· our ex-
ample. · 

agony and misery· that unemployment 
brings to a family. But statistics can give 
us some indicators of the extent of the 
misery being caused by ·increasing job­
lessness. 

I have just seen the most recent report 
on . unemployment in my own State of 
Rhode Island. I can only say it 1s shock­
ing and depressing. As of a month ago, 
15.8 percent of the work force in Rhode 
Island was jobless. By now it has in­
creased. That is nearly 1 out of every 
6 workers and family breadwinners 1s 
now experiencing the agony of wanting 
work, searching for work, and facing the 
frustration of not being able to :find work. 
It is an unemployment rate nearly dou­
ble the national average. 

Mr. President, our Nation has not 
suffered joblessness of this magnitude 
since before World War II. 

Compounding the misery of unem­
ployment now is a high continuing rate 
of inflation. Some economic analysts 
have suggested a new economic index, 
called the discomfort index, computed 
by combining the jobless and inflation 
rates. In Rhode Island that index has 
gone completely off the discomfort chart 
into the economic distress area. 

We are in a situation requiring urgent 
action. There 1s growing and under­
standable impatience among the jobless, 
those whose jobs are threatened, those 
whose fixed incomes are being relent­
lessly squeezed by rising prices, and the 
average worker who 1s uncertain about 
what the future-tomorrow, next week, 
or next month-may bring for him and 
his family. 

Most of all, however, I believe what 1s 
needed 1s a sense of urgency and a real­
ization that mere hand-wringing in 
Washington does very, very little for the 
jobless throughout the Nation. 

In the present context, the time is past 
for fine-line academic debates among 
economists over the precise size of a 
stimulative tax cut, or for hair-splitting 
disputes. It is time for effective action. It 
is time for action that will assure the 
people of this Nation that their Govern­
ment is capable and responsive. 

In my own view, the actions that are 
necessary include a program of wage 
and price controls to bring inflation un­
der control, coupled with greatly in­
creased Government employment, in­
cluding public service employment and 
public works projects. We should act 
promptly on tax measures that will most 
directly stimulate productive employ­
ment, particularly in housing and in pro­
viding the new energy-conserving trans­
portation systems we need. At the same 
time, we must insure that any tax cut we 
pass is not so large that it increases the 
cruelest tax of all, inflation. 

And we must act to minimize the suf­
fering that unemployment brings, by 
making certain that the jobless have ade­
quate unemployment compensation pay­
ments, and that the unemployed and 
their families have food, shelter, and 
necessary medical care during this crisis. 

THE ARROGANT SECRETIVENESS 
THE MISERY OF JOBLESS:r-.."Eiss · 9F THE~ 

Mr. PELL. Mr. President, cold statts- Mr. HUMPHREY. Mr. President, I 
tics cannot, in themselves, express the found an excellent article by Mr. Kohl-

meier who writes for· the Chicago Trib­
une Syndicate~: It 'is entitled· "The Arro­
gant Secretiveness· ·of · the Fed." :It · is 
worth the attention · of t.hose who are 
concerned about monetary policy. ·I' ask 
unanimous consent that it be printed 
in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
THE ARROGANT SECRETIVENESS OF THE FED 

WASHINGTON.-It's your money. Money is 
a job instead of an unemployment line. 
Money is a steak instead of a handout. 

The country is in its worse money crisis 
since the Great Depression. The governmen t 
is paralyzed. The recession is six-months olJ. 
and Congress still has not cut taxes. 

President Ford's right band doesn't know 
what his left hand is doing. Mr. Ford orders 
up make-work jobs on public highways at 
the same time he takes food stamps from 
the unemployed. 

I know of nothing 1n government more 
outrageously stupid in these bad times, 
however, than the secrecy inside the marble 
palace where an autocratic government 
agency regulates. the nation's money supply. 

The Federal Reserve Board's marble palace 
1s on Constitution Avenue, of all places. Our 
government is a democracy, and money is 
the most common of all commodities reg­
u1ated by the government. 

Regulation of the money supply either 
puts money into or takes money out of the 
pockets of every one of us. 

But the Federal Reserve Board, otherwise 
known as the Fed, regulates the money sup­
ply in deepest, darkest secrecy . 

The Fed won't tell the White House, Con­
gress or the public what it's doing. 

The gnomes of the Fed claim money 1s 
too complicated to be understood by the 
people or their elected representatives. 

The business of bureaucracy often 1s to 
complicate and obfuscate what is simple 
and clear and the Fed 1s one of the oldest 
and most arrogant of bureaucracies. 

In fact, there is nothing terribly com­
plicated about regulating the money supply. 

Basically, the Fed buys government securi­
ties in the open market to increase the money 
supply. It sells .securities ln the market to 
decrease the money supply. 

A Fed committee meets frequently tQ de­
cide whether to increase or decrease the 
money supply. 

But the meetings are so secret that the 
Fed does not publish even brief summaries 
of its decisions untll 90 days later. 

The minutes of meetings, which don't tell 
all, are not published until five years later. 
The 1969 minutes are being published only 
now. 

Theoretically, the Fed is accountable to 
Congress. But in fact, the Fed is accountable 
to no one. 

Many bureaucracies run wlld on long 
leashes, but they must return to Congress 
annually for appropriations to pay salaries 
and expenses. 

Not the Fed! It pays lavish salaries and 
expenses from its money operations. 

While most top federal officials are paid 
$40,000 a year, the president of the Federal 
Reserve Bank of New York pays himself 
$90,000. 

Other bureaucracies are audited. Not the 
Fed! It won't admit auditors from the Gen­
eral Accounting Office, Congress' watchdog 
agency. 

Secrecy hides mistakes, and prevents pub­
lic and congressional criticism. The Fed has 
plenty of mistakes to hide. 

The Fed 1s supposed to regulate banks to 
keep them sound. Three of the largest bank 
!allures ln history occurred in the past year. 
The Fed secretly helped arrange takeovers of 
the Insolvent banks by other banks. 

Much more seriously for you and me, the 



82·34 ·; CONGRESSIONAL RECORD-SENATE '· 1 · Marrch 21, 1975 
Fed for years has been hiding its mLstake:s 
1n regulating our money supply. 

Economic historians agree the Fed made 
the Great Depression worse by failing to in­
crease the money supply enough between 
1929 and 1932. 

The Fed unquestionably made inflation 
worse by expanding the money supply too 
rapidly between 1971 and 1973. And the Fed 
may very well now be making recession worse 
by expanding the money supply too slowly. 

Secrecy is a disease as natural to govern­
ment as cirrhosis of the liver 1s to drunks. 
Bureaucracies hide their mistakes like an 
alcoholic hides bottles. 

The Fed's marble palace is full of hidden 
bottles. 

"RUN FOR THE MENTALLY RE­
TiffiDED" FUNDRAISING DRIVE 

Mr. INOUYE. Mr. President, in keep­
ing with America's tradition of generos­
ity and compassion, some 2,354 service 
personnel stationed in Hawaii recently 
participated in a marathon that raised 
$30,000 for the Hawaii Special Olympics. 

The Hawaii marathon was the first in 
a national "Run for the Mentally Re­
tarded" fundraising drive by the Non­
commissioned Officers Association and 
the Joseph P. Kennedy Foundation. More 
local marathons are scheduled, and next 
week a 3,182-mile run is planned. 

The money raised in Hawaii \vill enable 
many of the State's 4,500 mentally 
handicapped children to compete in the 
Special Olympics in May at the Univer­
sity of Hawaii. Fifty winners from that 
meet will advance to the National Special 
Olympics at Mount Pleasant, Mich; 

Hawaii marathoners ran on· three 
courses ranging from 27 to 38 miles in 
length. Participants · solicited ·sponsors 
before the marathon and were paid on a 
per mile basis. · · · ·. · 
' Thanks to the marathon, .the HawaU . 
Special Olympics will have· twice as much ­
money as ever before to spend on this 
year's event. The previous record for pri­
vate contributions was $14,000. And the 
marathon not only raised · money, it 
focused public attention on the Special 
Olympics and the problems of the men­
tally retarded. 

On March 25, one group of runners 
will leave from Los Angeles and another 
from the White House ·in Washington. 
They will meet in Houston on April 2. 
Each group will run 1,591 miles. 

Ninety percent of the money raised by 
this marathon will go to the State in 
which it was pledged. The ;remaining 10 
percent will go to the Kennedy Founda-
Uon. · · 

I wish to commend the Noncommis­
sioned Officers Association for its involve­
ment in this worthy proj.ect. I am happy 
to see military personnel involved with 
improving the quality of life where they 
are stationed. Efforts like these do much 
to enhance the military's image with the 
general public. · · 

I also wish the Association and the 
Kennedy Foundation .continued success 
with the "Run for the Mentally Re­
tarded" program. The Special Olympics 
have done unmeasurable good for tlie 
children who have competed in them. 

They deserve the active support of all 
Americans. 

Mr. President, I ask unanimous con­
sent to have printed in the RECORD an 
article from the Honolulu Advertiser of 
March 2. The story discusses the recent 
Hawa:: marathon. 

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

2,354 RUNNERS "GIVE A DAMN" 
(By Janice Wolf) 

Chances are that they went home with 
burning feet and aching muscles. 

But ask any of the 2,354 service people 
who participated in yesterday's "Run for the 

as track and field, sw1mn11ng, baseball throws 
and wheelchair races. 

Mrs. ·Phillis Rice, statewide director for 
the Hawall Special Olympics, said this year's 
fund-raising effort set an Island record. 

"The most we've ever collected 1n citizen 
contributions before was $14,000," she said. 

The run-the first of its kind for the 
Special Olymplcs-is part of a national "Run 
for the Mentally Retarded" fund-raising 
effort sponsored by the Noncommissioned 
Officers Association and the Joseph P. Ken­
nedy Foundation. 

Funds were raised through pledges to par­
ticipants, to be collected after the runnerd 
completed certain distances. 

MUNICIPAL CLERK'S 'WEEK 
Mentally Retarded" if they'd do it again­
and chances are equally good that they'd 
all say yes. And gladly. M INOUYE Mr Pr · d t th it 

For with the aches came ~ deep satisfac- - r. • · es1 en , e c Y 
tlon of having done something good for 4,500 council of the city of Carson, Calif., re­
mentally handicapped children 1n the cently passed a resolution in support of 
Islands. Senate Joint Resolution 45, which I have • 

The marathon-a fund-raiser sponsored by introduced to declare the second week 
the Noncommissioned Officers Association- in May as "Municipal Clerk's Week." 
netted more than $30,000 to enable thou- I ask unanimous consent that the reso-
sands of mentally retarded youngsters from lution be printed in the RECORD. 
Oahu and the Neighbor Islands to participate There being no objection, the resolu­
in the annual Hawall Special Olympics 1n tion was ordered to be printed in the May. , 

Fifty of those youngsters will continue on RECORD, as follows: · 
to national compe.t!tion at Mount Pleasant, RESOLUTION No. 75-035 

M~~~ scene "'t tlie finish line was bedlam A r~solution of the city councU of the city 
.. of Carson supporting S.J. Rel!olution 45 

yesterday, as hundreds of runners, panting and H.J. Resolution 227 relative to pro-
and singing, poured into the parking lot claiming the second week in May as "Mu-
outside the association's headquarters at nicipal Clerk's Week" 
3131 N. Nimitz Hwy. 

Hundreds of wives and children and friends Whereas, it 1s recognized that the City 
were there cheering and dispensing soft Clerk performs the highly valued functions 
drinks and lee-cold beer. of administering the procedures and keeping 
po~n.s of youngsters Wll~ ,will benefit the records of the City; and 

,from . the event were on hand, too. Many of . Whereas, it 1s f;urther recognized that the 
them had run a di.Stanc! the~elves. . City Clerk provides and malntaf.ns an _orga- _ 

"It just uake:; yo~ reallz~ they give a damn . nized source of knowledge about the com-: 
munlty; and · . . .. 

about other peop-le," said a much-moved ·Whereas, the .ctt.Y Clerk provides con8clen-Maj. Gen. Harri Brooks Jr. as he watched 
the teams sprint ln. f;l9us repre!:J~ntJ\tion of the municipal gov- . 

Brookl;l 25th Division commanding general ~ ernm~nt in the _atfairs of tpe comm~nity;. 
' · · , ' and · 

Is. honorary c,hairman Of: this years .Special Wh' th mt' ci k h 1 ld . blt ' Olympics. , · · · ereas, e y er e ps mo pu c. 
Brooks-dressed in a jogging suit that opinion of local government through dally 

was navy blue, 1f you'll pardon the expres- contact with the citizenry. 
sion-took special delight In waving to bu:s- Now . . therefore, be it resolved that the city 
loads of batHed tourists passing along Nimitz Council of the City of Carson does hereby 
Highway. support the national movement to recognlz~ 

Early yesterday morning Brooks ran the the importance of the position of City C?~erk 
first mlle of the marathon and contributed with the passage of joint congressional reso­
$600 in sponsoring pledges lution.s proclatinlng the 11econd week In May 

Commanding officers of Navy Marine and as "Municipal Clerk's Week"; and 
Air Force bases also participated' ln the fund- Be it further resolved that the City councU 
raising event. of the City of Carson does hereby encourage 

"Marines like to think of themselves as the Senate Committee on Judiciary and the 
tough guys, but all you have to say 1s kids House Post Office and Clvll Service commit· 
and hospitals and they come out of the tee to give Senate Joint Resolution . 45 and 
woodwork," said Col. Dean c. Macho, com- Ho~se Joint Resolution 227 respectively, 
mandant at Kaneohe Marine Corps Air favorable hearings. 

Statton. . --------
Participants in · the even·t.. :divided into GEORGE-WILL ON SOCIAL SECURITY . 

te!lms, used three routes: One group took a. 
27-mlle route thro1,1gh KoJek9le Pass; another 
made a 35-mUe trek from Kaena Point; and 
the third ran from the Kaneohe air station 
around HawaU Kat, a distance of 38 mlles. 

A few of the .. runner-s·. went the entire 
distance by themselves, but most divided the 
Jaunt into 3-, 5- and 8-mlle stretches. 

The 27th Infantry Division Wolfhounds 
were first over the finish . line. And 1n 
"private competition," Army runners bested 
Martnes through Kolekole Pass by 19 
minutes. 

The Special Olympics Will be held 1n May 
on Cooke Field at the University of Hawa11. 

Youngstera . ,w11J· compete 1n such events 

Mr. CHURCH. Mr. President, the false 
alarm that the social security might col­
lapse has been terribly . unsettling to 
many Americans, especially those who 
depend on the system for much or all of 
their Income. Consequently, those of us 
we know that the alarmist view is iii­
founded were pleased when Columnis·t 
George Will recently joined in debu~-· 
ing these irresponsible rumors. Mr. Will 
is a conservative: He is not quick to r~h 
to the defense of · a program born during 
a liberal Democratic administration. 

Recently, Mr. Will wrote a column 



March .~ ·1, . ·19·75"· CONGRESSIONAL···RECORD-SENATE 

which appeared in the Washington Post 
under the headline "A Cure fo:r; . Social 
Security." In that column Mr. W1~ ~ea~s 
with · the speculation that social security 
is "going broke." - ~e p~)ints. out that 
social security would be 1n ser1ous fi!lan­
cial trouble if present trends contmue. 
But he also makes clear that the Con­
gress and the Nation will · not' let that 
happen. There are ample opportuniti~s 
to head off serious problem~ long before 
they develop. 

I differ with some of Mr. Will's com­
ments on social security, but I am grate­
ful for his sober appraisal at a time when 
other observers are making a whipping 
boy of a fundamentally sound and really 
quite durable system. 

Mr. Will's column is worth wide at­
tention, and I ask unanimous consent to 
have it printed in the RECORD. 

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

A CURE FOR SoCIAL SECURITY 

(By George F. wm>' 
Anxiety about th~ solvency or the Soc~al 

Security system 1s understandable but ~­
placed. The an.-rlety should be about the 
economic system that sustains the Social 
Security system and everything else. 

The bad news about the Social Security 
system is bad but not dreadful: the system 
ls .. heac,led for banlo·uptcy, but will not get 
there. The good news is gloomy: · the sys­
tem's solvency wlll be main:tained, but at a 
substantial cost to the nation. 

Social Security 1s .a pay-as-you-go system: 
tod.ay's benefits are P.aid by to~fty's . workers' 
taxes. The system 1s headed In the direc;ti9n 
of ·bankruptcy in. · tl;le sense th_at benefits 
now exceed revenues, and the system's re­
serves can oniy make up the difference until 
the 1980s. . . 

·substantial new revenue-ra_is~ng measures 
wlil be necessary for the system. ';I'he system 
now has an · actuarial deficit of at least $1.3 
tr1llion o.ver the next 75. years, adjusted to 
present value.;:_:_and. this .deficit . projection .Is 
based on some unreasonable optimisti~ . ~:­
sumptlons, e.g,, a long-term inflation rate 
(;f 3 per cent. .. · ·. 

75 years-it cannot .be l!lolved by traditional 
Social Security financing measures. These 
measures are incr_eases 1n the fiat tax rate or 
tn· the level of income to which the rate ap­
plies: Tlie tax .is regressive and inflationary, 
and 'political ·an'd ec·onomio considerations 
preclude relying on -the tax to raise the 
required revenues. 

Social Security taxes have increased at a 
compound annual rate of 17 per cent since 
1949. Since 1971 the maximum annual So­
cial Security tax bill has more than doubled 
!or wage.:earners from $405.60 to $824.85, 
with employers paying a like amount. 

The impact of this fiat, regressive tax on 
lower income individuals has virtually 
matched, and hence nullified, tax relief Con­
gr.ess has tried to grant on lvwer income indi­
viduals. And sue~ a payroll tax is reflected in 
the price of goods and services. . 

On Jan. 1 Social Security taxes rose agam. 
The 5.85 per cent rate remained the same, 
but the tax~ble portion of each individual's 
income rose from $13,200 to $14,000, a tax 
increase affecting 19 million Americans-one 
out of every five persons covered by the 
system. 

It is written in letters of flame across the 
sky. that the Social ~ecurity system cannot 
be run forever as .it has been run-by poli­
ticians anXious to increase benefits, reluctant 
to increase taxes. Social Security, like the 
nation, is approaching a day of reckoning; 
bills are coming due. 

Congress probably won't cut scheduled 
benefits. It probably ·wm increase the tax 
rate; and increase the taxable portion of an 
individual's income; and. then pour large 
sums of general revenues ipto the system. 

This could mean increasing by tens of 
billions of dollars annually the taxes on labor 
and capital, leading to slower growth of 
capital, real income and . the economy. 

Slow economic growth wi.ll have a shatter­
ing effect on the So~lal Security system's 
sensitive actuarial assumptions, causing an 
implosion. For ~very percentag_e point differ­
ence ·between real wage growth and inflation, 
there is a staggering gro~h of the system's 
actuarial deficit which, in turn, requires ad­
ditional tax revenues with additional ad­
verse consequence.s for economic growth. 

Congress, which made ·the Social _ Security 
system what it _is today, must find a way to 
reform it without sending the economy into 
a perman~nt downwar~i'spiral. 

· (An tndepen~~mt . report ~or the Senate 
F'nanc'e Committee say~ that th~ .actuari~~ 
defiCit could ·be twice that size-that we SENIOR CITIZENS REACTION TO 
would need reserves of. $2.6 trillion, earning PROPOSED CUTBACKS 
interest to finance the deficit unti~ the year Mr. CHURCH. Mr. President, I have 
20~~ system's financial problem is a pr~- been among the Members of Congress 
uct of co~gre~. fntlation, unemployment who have taken sharp issue with Pres1-
and demographic !actors. . dent Ford's proposals to reduce budget 

·Congress has - '.'indexed" benefits,_ linking expenditures by doing serious damage to 
ihem not only to the yonsu~er Pr~ce Index, programs serving older Americans. I will 
but also to both wage and p~ice increases. continue to do so. 

Thus future benefit., wm increase even Disapproval of the President's pro-
!:~r d!;::a:nl~~!~~~· 0~n~h=v~~!:~:.!~m hi~V: posals is not lii?ited to the Congress, by 
fiation rate-retired workers will receive · any means. My mail is c:r;owded with let­
benefits larger than the wages they earned. · ters of protest from older persons in all 

such high-power indexing makes double- parts of the Nation. ~any ask why so 
digit inflation a disaste,r: wages, and hence niany of the so-called savings 1n the Pres­
re:venues, increase slower than benefits. Ot ident's budget seem to be directed at the 
course; high unemployme~t widens the gap. elderly · 
. · . A~d demographic . factors-declining birth One ·of the most vigorous and well­
rates, the growth of the retired populatto~ reasoned evaluations of the President's 
relative to the wo~king population-::-eo~ . b d t easoning has been issued by 
pounds the dis~ter for a pay-as-you-go sy~- u ge ary r , 
tem. In i955 seven workers paid social secu- a person I have known for many years 
~tty taxes tor every beneficiary. Today the in Idaho. He is Larry Evans, president of 
ratio 1s three-to-one, and by early next the Boise Club, National Council of Sen­
century the ratio wm be two-to-one. ior Citizens. His evaluation was published 

Even-if the problem ls "only"' $1.3 trillion->- by the Idaho Statesman 1n what I re­
with . market Interest rates compotinded over gard as a genuine public service. I ask 

unanimous consent··to have Air. Evans' 
spirited-and 'iiiformattv~article print-
ed in the RECORD.~- -· . ·- -

There being no objection, the art~cle 
was ordered to be printed 1n the RECORD, 
as follows: 

FORD P,L-'<N PENALIZES OLDER CITIZENS 

(By Larry Evans) 
The n tion's president, ·economy doctor 

Ford, has handed the eld~rly a senio~ ·s de­
pletion pill. It is a plll designed to be un­
palatable to some 46 mlllion, 55 years of _age . 
and older, people who are deslgnat~d by the 
federal government as senior citizens .. 

Ingredients of the senior depletion pill 
consist of a combination of less services un­
der our Health, Education and Welfare a.geu­
y-t;here being some 15 varied programmed 

unit;s. 
The euior depletion pill ingredient wlliell 

affects-and will become disastrous to-21 
milli(m people in the country now drawi11g 
Social Security checks, is the proposal to 
reduce the alloted 9 per cent increase due in 
July 1975 to a meager 5 per cent. Idaho's 
Congressman Steven Symms writes that he 
concurs with the President in tl:11s matter. 

Informed sources predict that adminis­
tration offices will continue sniping at this 
source of legally earned income, especially 
it there is congressional action t£>wards an­
other raise in the cost o! living increase. 
This part of the pill may be abolished 
through the efforts of the United States 
Senate's lead with the introduction of Sen­
ate Concurren t Resolution 2, introduced by 
52 ·senators and sparked by Idaho's Sen. 
Frank Church. · 

Another ingredient of the pill-upping 
the cost of the food-stamp program-has 
been successfully aborted by both congres,­
sional and court action. 

But millions still !ace the !rightful thought 
of illness, privation and su1Iering because 
of the tremendous increase 1n the cost of 
hospitalization, doctors and medical services. 
A stay in the hospital during 1973 which ·cost 
a deductible of $80 could conceivably now 
cost $750. Many will now retire into an elder­
lQ shell and wither away. 

While pill docto~ Ford blitzes the coun.try 
oi1 hfs proposed energy program, planned 
to solve the country's Uls, he is constantly 
demonstrating that a leopard does not 
change his spots by following the sa~~· pat­
tern he ·pursued !or 25 years as a bi-partisan 
big business oriented, conservative congress­
man. His A-ctions have proven him no wn­
llam Tell! At the same time Congress has 
yet to prove an ability to be an Annie 
Oakley. On his first national appeal at At'· 
lanta the President -directed · his though,t;>. 
towards an ethnic-problem. ... · ' 

At Houston he appealed to the big oil 
industry and in the Midwest agriculture 
got a sample of the cure-all-not fully as­
similated. To date he has mentioned nQ aid 
!or the Uttle people. On the same d~y of 
his agriculturall!lpeech a Washington bureau 
predicted an increase of consumer co~ts at 
the markets. 

While the purchasing power ·o:r those on 
fixed incomes lessens daily, and Inflation 
leaves an empty purse before the end of the 
month, :r;nUlions look In desperation towa-rds 
an uncertain !uture . 

These are the Americans who kept this 
nation together during a crippling natlon&l 
and world-wide depression, many of whom 
"saved" tile world for democracy during 
World War I and World War ll. The elderly 
de&erve .a 'better break. 

Nationally orga.nlzed senior groups are.ll;OW 
fighting a rear guard action. The Ford Sen.1qr 
Pill cannot be accept-ed as a necessary pal-
liative. · · 
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If' concerted e1forts among senior organiza­

tions are used to present their problems be­
fore Congress, there ts evidence of successful 
aiel measures. The National Council ot sen­
lor Citizens, through tts Washington offices, 
has been pushing for a 15 per cent hike 1n 
SOcial security payments ln July 1975 ln­
steacl of the lawful 9 per cent raiSe. The 
council says that the contribution rate Into 
the Social security trust funds is set by 
the Congress to match, as closely as possible, 
the benefits which have been set under the 
law. But the Prest.clent. who prop0l!5es 1iO re­
duce the cost of living benefits, iS not sug­
gesting that the workers' and employers' con­
tributions be reduced. to offset the benefit 
reduction. Is that reasonable? 

These contributions go lnto a trust fund 
which cannot be spent for anything except 
benefits. according to the provision of' the 
Social Security law. It seems that economtc 
doctor Ford wishes to use this money to 
make this administrations' huge deficit seem 
smaller. 

The last thing the Social Security recip­
ients could ask is to keep the benefit increase 
a.t the same rate as the increase of' living 
costs. Should Congress decide to do this 1n 
July 1975 tt would be necessary to grant an 
appro:xtmate 13 per cent h1ke ln the checks 
of the beneficiaries. Costs of' living increases 
have not caught up with recipients of Social 
Security checks. I t is not possible to stand 
stul wtthout going backward. 

In. addition to suggested cuts ln these ben­
efits. the President asks the same reductions 
1n tho checks received by these in civil serv­
ice and ra.llroad retirement. Proposed cuts 
ln the Veterans Administration would reach 
many mUlions more. 

Social Security is not set up as are these 
other units of' governmental services to the 
countey's people. The complicated Social se­
curity system 1s beyond. the understanding 
of' most recipients and many congressmen. 
At the urging of' the National Council of 
SenlOl" Citizens and other groups Sen. Frank 
Church ha.s introduced Senate Blll 338 (on 
Janu.&l'J' 2'1) which would establish the ss 
Administration as autonomous and outside 
of' the HEW, placing lt under a three-man 
board appointed by the President with the 
advice and consent of' the Senate. It would 
also separate the Social security trust !unds 
from the unlfted budget. 

The House o! Representatives has named 
Rep. Wllllam. J. Randall as chairman of' the 
House Committee on aging. These are the 
two men who chair J.mportant committees 
for senior cit1zen.S as well as all retirees. They 
must rely on the wishes of' the people for 
their actions. 

The Ford senior depletion plll includes 
more bad news for the elderly, seniors and 
those on Medicare. It does not suggest that 
the worker contributions to the Medicare 
Trust Funds be reduced to match the pro­
posed cut in benefits. The money collected 
trom the workers and employers, lrultead of' 
being used for the elderly sick. will become 
a trust fund surplus to offset other deficits 
Incurred by this a.dm1nlstratlon. This makes 
for an added tax for the elderly. 

Similar problems are presented by presi­
dential proposals on Medicaid. Action must 
be taken to prevent the inmates of' nursing 
and rest homes from becoming welfare pa­
tients. 

The bitter deple-tion plll cannot be swal-
lowed by the e«lerly. Wrlte to your congres­
sional delegation and tell them how it 1IJ 
.with you. 

IMPACT STATEMENTS 

Mr. CHILES. Mr. President, yesterday. 
tn a heartng before the ·senate Govern­
ment overations Commlttee, Commerce 
Secretary Frederick D~nt and Ass~stant 

·Labor Secretary ·Abraham Weiss testified 
that thetr departments h:ave not prepared 
lnfiatlon tmpaet statements with pro­
posed legislation and regulations as re­
quired by President Ford last November. 

It Js inconceivable .to me that the de­
partments and agencies have not com­
plied with an Executive order 4 months 
after it was issued by President Ford and 
proudly proclaimed before the American 
people. · 

The people have a right to know the 
true cost of the laws and regulations 
proposed by the administration. and they 
have a right to ask if their government 
is working when it takes this long to obey 
an Executive order. 

I cannot believe that the President 
of the United States would issue an Ex­
ecutive order in November and the bu­
reaucracy has not complied with that 
directive 4 months later. It proves that 
our Government is not working. 

In addition to this development, I am 
also cospons_oring with Senator NUNN and 
Senator PERCY bills that would require 
productivity impact. statements to ac­
company all proposed major Federal 
Jaws, rules. and regulations. 

I have also joined with Senator Brock 
tn sponsoring an amendment to the Con­
sumer Protection Act to require all pro­
posed laws. rules. and regulations to be 
accompanied by_ an assessment of their 
effect on consumers. The Senate Com­
mittee on Government Operations ac­
cepted this amendment. One of our big­
gest needs is to look at the total cost of 
Federal programs, both in terms of 
their actual cost in dollars and their im-
pact on consumers. · 

Our reports have contained many 
hard knocks for the Industry. For ex• 
ample, we charge that 50 percent of U B. 
nursing homes are substandard; that is, 
they have one or more life threatening 
conditions or problems. We charge that 
20 to 40 percent of the drugs in nursing 
homes are administered in error. But 
even 1n the face of such serious charges 
the predominant response from the in­
dustry ~q date has been positive. It has 
la rgely . been accepted that our purpose 
is constructive and ·that our approach to 
these problems has been !actual and in­
tellectual rather than emotional. 

I am pleased by this response and the 
industry's apparent commitment to co­
operation and reform. I am pleased that 
the American Health Care Association­
formerly the American Nursing Home 
Association-has called for a national 
conference on long-term care in con­
junction with Geotge Washington Uni­
versity. This conference ln June could 
help influence legislation. But this asso­
ciation ' has also taken another highly 
positive step. The subcommittee can print 
a maximum of 5,000 copies of any rei>ort. 
In most cases we receive far less copies to 
distrl~ute. The demand !or our nurs1ng 
home reports has been unprecedented. 
The committee quickly runs out of its 
supply of each paper without distributing 
it to any of· its master matling list. 

The Government Printing Office has 
been besieged for requests and quickly 
exhausts its supply of each paper. 
AHCA's decision was to print copieS· of 
our · reports at Its own expense and to 
make them available t-o the public as- well 
as its membership. Moreover, their price 
is cheaper· than that of the Government 
Printing Office, the introductory report 

INDUSTRY RESPONSE TO REPORTS selling for $l.50 rather than $1.85 at the 
ISSUED BY THE SUBCOMMITTEE Government Printing Omce. -
ON LONG-TERM . CARE As additional evidence of the positive 

response our reports have received with-
Mr. MOSS. Mr. President, my Subcom- in the industry itself. I ask unanimous 

mlttee on Lon&-Ter~ Care of the Senate consent to have prihted 1n the RECORD a 
Committee on Aging is in the process of letter to me !rom George W. Akers, vice 
releasing a 12-volume report on nursing president of the health ·care division of 
home probl~ms entitled, "Nursing Home the Htllhaven nursing home chain who 
Care in the United States~ Fallure 1n lauds the subcommittee for its work. 
Public Polley.'' The report is based on There being no objection, the letter 
some 25 hearings over the past year and was ordered to be printed .In the RECORD, 
more than 3,000 pages of testimony. Our as follows: 
subcommittee issued.an introductory re- Iin.LHAVEN. 
port in November followed by one addi- Tacoma, Wash., December 19,1974: 
tional volume each month. Re: "Nursing Home Care 1n the United 

h States: Failure ln Public Pollcy-Intro-
This procedure is unusual. per aps ductory Report.. Prepared by the Sub-

unprecedented; but it 1s directed toward committee 1n Long-Term care. 
sustained public and congressional inter- Hon. FRANE: E. Moss. 
est leading once and for all to meaningful u.s. senate, · 
reform in this much m3.ligned industry. Washington, D.C. 
But the report has other unusual !ea- DEAR Sm: While reading, ln the Decem­
tures. The report to be released 1n May . ber 10 Congressional Record, your overview 
is devoted enth·ely to positive aspects tn of the above publication. my orlglnalimpres­
long-term care. It 1s an effort to capture stons regarding the Subcommittee's "Intro-

ductory Report" were reaffirmed and I am 
the most innovative and progressive moved to share them with you. · 
practices used in America's finest fac111- The objectivity wlth which the Subcom­
tles and make these techniques avallable mtttee ·has conducted its tnvestlgatlop.s and 
to all providers. The 11th volume of the publlshed Its findings ls most appreciated 
series will be made up of the admlnlstra- and Indeed to be congratulated. The "Intro­
tlon and industry response to our re- ductory Report" reflects this objectivity and 
ports; such statements will be printed ctmta.1ns background and statistical data 

which 1s obvioUSly factually sound and which 
without comments by the subcommittee. is also "eye-opening,. to say the least. · 
The 12th volume will analyze the indus- Problems wtthin -the nursing home industry 
try response~ update earlier flndlngs, and have· long . been guessed. at by all sectors, 
provide the Cob.gres~ ·mth our final re~- publJ:c and p:rlvate. The members and staff 
ommendattons. of the Subcemmittee on Long-Term Care 
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are to be commended !or going beyond the 
guessing stage and for developing a program 
for publishing !actual analysts of problems 
and causes-analysis from which workable 
J'esolutlons may be planned. 

Our organization, nationally representing 
approximately 7,800 long-term care beds, de­
sires and intends to actively contribute to 
such resolutions and we are looking forward 
to receiving and responding to the Subcom­
mittee's projected Supporting Papers. The 
Subcommittee's "w1usua.l plan o! action" 
affords use and others thls unusual oppor­
tunity. For this we wish to express our ap­
preciation to you, Senator Moss, as Chair­
man and to the members and staff o! the 
Subcommittee on Long-Term Care. 

Sincerely, 
GEORGE W. AKERS, 

Vice Presid_ent. 

THE 57TH ANNIVERSARY OF THE crimination over who is to blame for the 
BYELORUSSIAN DECLARATION OF failure of national policy tn Indochina, 
INDEPENDENCE but their arguments also mislead the 
Mr. PASTORE. Mr. President, it is now American people. 

57 years since the freedom-loving people Mr. President, let us end the need­
of Byelorussia rose up against their less recrimination. Let us not renew the 
independence by proclaiming the Bye- old wounds that nearly tore our society 
lorussian Democratic Republic. It was apart. Let us be realistic about our op­
the latest revolt in Byelorussia•s two- t10ns. Let us be realistic about what we 
century long struggle to gain her free- can and should do-and not about what 
dom from the political control o! Mos- might have been. 
cow. But, it was a short gulp of fresh air Let us not pretend that the crisis in 
for the commissars, like their tyrannical Vietnam can be solved by a few dollars 
predecessors the czars, moved quickly to ~ore. After pouring in some $140 btl­
destroy the ancient aspirations of the llon over the last decade-including 
Byelorussian people to live freely and in- some $4 bllllon in military and economic 
dependently in their own democratic ai~ since the Paris Agreements-what 
state. By January of 1919 the last insur- wlll a few dollars more achieve? And the 
gents were crushed and Byelorussia was same holds true for Cambodia. 

JAMES E. SCOTT COMMUNITY wEEK incorporated mto the Soviet Union. Peace cannot be brought in Indochina. 
Mr. STONE. Mr. President, Reubin The fact that Byelorussia's stJ::Uggles The 'blliions of dollars in military hard-

0'0. Askew, the Governor of the state of for independence and liberty date back ware and economic aid we have put in 
Florida, has proclaimed the week of more than 600 yeat"s is eloquent test!- to Indochina, even since the ceasefire 
March 15 through March 22, 1975, as mony to the deep-seated and irradicable has not served to reduce the level of 
James E. Scott Community Association yearning of the proud Byelorussian peo- violence. In fact, the statistics on the 
Week. The James E. Scott community ple to be free. And for the better part human costs of the on-going war-the 
Association is celebrating its golden of 600 years now the Byelorussians have number of refugees, civilian war caSual­
anniversary on March 22. been fighting for their freedom from ties, orphans, and war victims of all 

The main objective of the James E. Moscow. kinds-have mounted steadlly. And to-
Scott Community Association ts tO bulld The Communists, recognizing clearlY day we are confronted with the greatest 
a creative partnership among people of the fierce Byelorussian love of freedom nightmare of death, destruction, con­
all races and economic levels for the and 1ndei>endence, have embarked upon fusion and human fiight the war has ever 
purpose of creating a society of equal a massive and insidious campaign to ob- seen. 
justice and opportunity for all. literate everything Byelorussian in an And regrettably, apart from the 

After 50 years of !ervice to the Miami attempt to obliterate the Byelorussian's apparent lack o! any meaningful 
community, the James E. Scott commu- uniqueness as a people, eradicate their diplomacy by the administration to 
nity Association has expanded its bound- national customs and their language, lessen the violenee and open a dialogue 
aries from primarily a chlld care agency and assimilate them into the Soviet of accommodation among the parties in-

·. t-o a.n institution that is concerned with population. . volved, we are once again confronted 
~ ·.-·. all aspects of human development. It was ·on March 25, .1918, that .Bye- with a national policy which all but 

The James E. Scott;. Community Asso· ·: lorussla proclaimed her national inde- ignores the' new crisis of people bulid­
\ . '. · elation is very proud of its history. I, pendence and become a free and lnde- ing up in Cambodia and Vietnam. We are 

therefore, request unanimous consent pendent state. But despite the Commu- confronted wtih a national policy which 
that ~he following· proclamation, by · nist oppression of Byelorussia in the in- all but ignores the kinds of etroi-ts 
Governor Askew, be printed in the tervening 57 years, the ideals and spirit .needed to bring about the better care 
RECORD. of independence have lived on, burning .· and protection of the civilian popula-

There being no objection, the procla- ever more brightly. tions on all sides of the battle lines. 
mation was ordered to be printed in the Mr. President, wherever there is a man As chairman of the Subcommittee on 
RECORD, as follows: who has the courage to stand against a Refugees, I am distressed that weapons 

PRocLAMATioN tyrant's oppressions, I w111 stand with d~liverles still have priority over medi-
Whereas, the James E. scott communlt . him. And as long as there is a Byelorus• cme and relle! supplies. I am distressed 

Association has been a significant force 4 sian who is articulating the legitimate as- that the voluntary agencies and inter­
the service to the black and minority resi- pirations of his people and who asks for national humanitarian organizations are 
dents o! Dade County, and my support, I will lend him a hand. not being given the full support of our 

Whereas, the James E. Scott community Government, nor the full resources to 
Association has provided an Early Ch1ldhood meet humanitarian needs. 
~velopment Program, a. Comprehensive TRAGEDY IN INDOCHINA I am distressed over the callous atti-

mmunlty Coordinated Service Unit a M . KENNEDY M p ld t tude of out• Go t t · Youth Employment service Project the S~tt L • r. res en , spokes- vernmen oward the ma-s-
Economic Development corporation, the men for the administration, including sive h~an suffering and starvation in 
Youth streetworkers Pl·oject, a. multi-pur- the Secretary of Defense, are once again Cambodia. I am distressed over the com­
pose Senior Center, a Social services and engaging in the drama of political rhet- placent attitude of otncials in the admin­
Golden Agers Service to assist Senior · Clti- oric, of threats and scare tactics, about istration who view the massive clisloca­
zens, and Indochina. Once again we are hearing tion of people in Vietnam as a routine 
b Whereasitla.Ihllo! the aforesaid programs have the same old arguments and the same old emergency that will surely be patched 

een unse s Y used to the benefit and ad- t · th up with a fe d 11 va.ncement o! the minorities o! Miami and con rovers1es over e same old war. w more o ars. 
Whereas, this program deserves and en- Once again efforts are being made by But ~ere is nothing routine about the 

j()ys the full support o! the people o! Miami the administration to intimidate Con- new cnsis of people spreading over cam­
Dade County, Florida and their elected gress and the American people by ignor- bodia and Vietnam. And as events in 
leaders and 1ng the facts in the field, and by cover- the field expose the failure of our na-

Whereas, the year 1975 marks the fiftieth ing up the failure of our national policy tional policy in Indochina the time has 
~nn;;ersary of the founding o! the James E. in Indochina. finally come for new initiatives by the 

co Community Association: Th 1 1 11 President and f "' Now, Therefore I Reubin O'D Askew b e c ear mp cation of the admlni- . or new euorts by om· 
virtue of the a.utho;lty vested ln me as Gov! stratton's statements is that Congress natiOnal leadership to face squarely our 
ernor of the state o! Florida., do hereby pro- holds the fate of Vietnam and Cambodia true remaining obligations to the people 
claim the week of March 15 through March in its hands-that Congress and the who have suffered so much for so long. 
22, 1975, as James E. scott Community As- American people are responsible for the And :!O I call upon the President to 
sociation Week in Florida and urge all clti- failure of the Paris agreement !or Viet- finally carry out the legislative mandate 
zens to Join tn commending the etforts o! nam-and for the failure of peaceful set- of Congress for internationalizing hu­
the James E. Scott Community Association tlement in Cambodia. manitarian assistance to Indochina 
and to reaffirm our individual efforts at ald- The administration's arguments not Given the massive human traged un · 
ing our fellow man. 1 d · y -on Y renew a nee less controversy of re- ravelmg today in cambodia and Vietnam, 
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I also call upon the President to seek the 
good offices of the United Nations !or the 
protection and care o! refugees and war 
victims on all sldes. 

I call upon the President to urge the 
Ur>...ited Nations Secretary General to ex­
ercise his good offices for humanitarian 
purposes in Cambodia and Vietnam­
perhaps through the United Nations 
High Commissioner for Refugees or UN! 
CEF, whose offices are already actively 
present in all parts of Indochina. The 
active presence and good offices of the 
U.N. will help to insure the free move­
ment of relief personnel and supplies to 
all areas of need, and hopefully strength­
en the eff{)rts for peace. 

DOES THE CATTLEMAN GET A FAffi 
SHARE? 

Mr. CHURCH. Mr. President, for years 
the cattlemen have been told that the 
price they receive for their cattle re:flects 
no more than the operation of the free 
market. And yet the widespread sus­
picion continued that not only did the 
massive purchasing power of the super­
market chains establish prices paid to 
the producer but that some f{)rm of 
agreement among the chains determined 
prices to consumers. 

Evidence is now beginning to emerge 
that these suspicions have a basts in fact. 
How 1s it possible to explain the fact that 
prices to the producer.s have fallen whlle 
the retail price ha! increased or stayed 
the same? Can inflation alone account 
for the fact that, as the Department of 
A.:,arlculture reports, middlemen added 
52.7 cents to each pound of choice beef 
in 1974 compared to 36.5 cent-s in 1971-a 
two-thirds increase? 

These questions and others are ex­
plored 1n a recent article for the Wash­
ington Post by James Risser and George 
Anthan of the Des Moines Regtst'er. 
Whlle these reporters do not draw final 
conclusions, they discuss the evidence as­
sembled on behalf of six cattlemen who 
recently won a $32.7 milllon verdict 
against A. & P.-what may be a landmark 
case now on appeal-and find it convinc­
ing. 

So that others may have an oppor­
tunity to consider the matter for them­
selves, I ask unanimous consent that 
the article, "The Meat Price Explosion 
and Chain Stores,'' from the March 9 
Washington Post be printed tn the 
RECORD. 

There being no objection, the article 
was ordered to be printed 1n the RECORD, 
as follows: 
(From The Washington Post. Mar. 9, 1975) 

THE Mr:AT PRICE EXPLOSION AND CHAlN 
STORES 

(By James Risser and George Antham) 
In the mld-196o•s, officials of the nation•• 

largest supermarkets gathered quietly at 
confidential nmeat cllntcs" ~ponsored by their 
trade organization. the National Association 
of Food. Chalns (NAFC). 

Each participant was guaranteed an­
onymity. Neither his name nor hl.s company 
affiliation appeared on any list. Officially, he 
was known to his colleagues only by a color­
coded badge on his lapel. If he spoke during 
clinic sesstons, he could be identitled only aa 
a member or. for instance, "the red-striped 
badge croup ... 

The system was developed, one NAFC offi· 
cial explained later, "for the purpose of en­
couraging people to speak out and not hold 
back" as the executives discussed compleXi­
ties of buying and marketing meat at a protlt. 
And, somewhat to their chagrin today, par­
ticipants did speak freely. 

One color-coded supermarket man declared 
that "it is about time we stopped passing 
along the savings in distribution costs to the 
customer. I think we ought to keep some 
of it for ourselves." 

"The group seemed ln general agreement 
with this thought," notes of the meeting 
said. 

Last summer, those words and others ut­
tered at the meat clinics came back to haunt 
the supermarket industry as a federal court 
jury in San Francisco handed six cattlemen 
a stunning $32.7-million verdict a.gatnst the 
Great Atlantic & Pacific Tea Co. (A&P) in 
a law uit charging that major retail grocery 
chains had conspired to fix the price of bee!. 

During the trial, the chief meat buyer for 
A&P had denied. he ever met wlth his com­
petitors. But then the jury of !our women 

· and two men was shown a photograph of 
htm meeting with other supermarket omctals 
at an NAFC cllnic. The Impact on the Jurors 
was powerful. . 

Their verdict was upheld 10 days ago by 
Chief U.S. District Judge Oliver Carter, who 
denied P.&P's pleas for a new trial. Judge 
Carter ruled the jury had received "sumclent 
evidence" to support its finding that A&P 
had plotted with other supermarkets to !let 
the prtcea they pay for beef at a low level 
and the prices they charge customers tn their 
retail stores at a high level. The jurors were 
justlfied 1n believing that, at the "various 
secret meetings," supermarket executives 
and meet buyers .. met, not only to discuss 
prices of meat, but to forge agreement con­
cerning fixing of those prices," said the 
judge. 

A&P has termed the verdict "monstrous" 
and plans an appeal to the U.S. Circuit Court 
of Appeals. The decision has sent tremors 
through the multi-bllllon-dollar aupermar­
ket industry as cattlemen 1n other states 
have moved quickly to file slmllar suits. 
While the San Francisco case covers a period 
which began almost a decade ago, some cat­
tlemen contend the alleged practices have 
continued. 

Backed by some !arm-state congressmen, 
tha cattle raisers say large supermarket 

ln 1971 middlemen, including the retaU su­
permarkets, added an average of 36.5 cents 
to each pound of choice bee! they handled. 
This increased to ~~.7 cents a pound in 1974. 

A special department task force reported 
last August that meat price margins--costs 
dded by middlemen-"exploded" late in 

1973 and early 1n 1974 "while market prices 
for <:R.ttle and hogs dropped sha-rply and 
losses mounted !or livestock feeders." Gen­
eral intlatlon, restrlctlve labor union prac­
tices. government regula.tioM and market 
distortions caused by earlier federal price 
controls were factors in this "explosion" but 
not enough to "expla1n the surge," the ta~k 
force stated. 

Meat marketers, the unit's report satd, had 
slgntficantly increased their profits, partly to 
recoup earlier losses. "It appears that the 
recent 1ncre f!!e in meat price spreads was 
caused parUally by !ood retallers changing 
their pricing policies to increase profits 1n 
thelr meat departments," it !!ald. 

A series of recent hearings by the Con­
gressional Joint Economlo Committe also 
dealt a blow to the supermarkets• publtc 1m­
!\ge. l''lrst. the commtttee sta1f accused the 
chain stores of Issuing .. 1ntenttonally mis­
leading" ftnanctal tlgurea ln order to "cover 
up" high profits. Then. several tmpermarltet 
<:halos re!used. to testtty before the oommtttee 
unless forced to do so by subpoena. 

Cattlemen's suits patterned after the Call­
forma case are on file ln Nebraska and Tex­
as, and the flUng of others 1s under consider­
ation. A $104-bUUon antitrust action tlled 
tn Cedar Rapids, Iowa, by cattlemen there 
was d1sm1ssed recently, but strong e.rforts 
are being made to revive 1t. 

An examination of the voluminous record 
1n the six-week A&P trial 1n San Francis~o 

. l!!hOM! that cattlemen's attorney Joseph M. 
Alioto (an antitrust specialist and son of 
San Pranclsco Mayor Joseph L. Alioto) was 
able to produce little elear or startUng proof 
of an overt conspiracy. There was no docu­
ment actually showing high grocery chain 
officials agreeing on price-1lx1ng schemes. 
But there was massive testimony and sta­
tistical evidence that, at a time when bee! 
demands was hlgh, cattlemen were being 
paid low prices whlle supermarkets profit 
margins were rising. And the jury appar­
ently was convinced that the NAFC meat 
clinics were a cover for supermarltet efforts 
to get together on pricing, 

chains wield undue influence on wholesale TWO CHAINS SETTLE 

and retaU prices of meat. Rep. Neal Smlth The case, flled 1n 1968, originally ~amed 
(D-Iowa) charges the chain grocers have re- as defendants A&P, Sa!evray Stores, Inc. and 
placed meat packers as the largest single . Kroger Co. The three firms had conspired to 
force in the nation's food industry, saying pay low prices for the bee! they bought and 
they exert "tremendous leverage" over meat to fix hlgh prices !or the beer they sold to 
prices and can, 1n e1fect, dictate prices meat customers, the petition asserted. The large 
packers pay the cattleman for his live ani- tmpermarltet chains, the cattlement alleged. 
mals. had divided geographtcal territories among 

Smith 1s pushing legislation to limit the themselves to reduce competition. They also 
chaina' involvement 1n production of meat, had. ellmlnated competition among them­
and some veteran industry regulators at the selves in purchasing meat products, and even 
U.S. Agriculture Department agree privately among d11ferent stores of the same chain. 
that tough new laws are needed. Also, it was charged, they had exchanged 

The farmers complain that low prices they information on prices, sales, margins and 
are paic1 !or cattle are not adequately retlected protlt through their trade associations. 
at the stores' meat counters. This has become Sa!eway and Kroger eventually elected to 
one of the most curious aspects of the high avoid a trial anc1 settled. out of court by pay­
food-price situation of recent months. How 1ng the cattlemen t90,000 for attorney's tees, 
can it be that U.S. cattlemen have lost $100 though the two chaim strongly c1enlec1 the 
to $200 on each animal sent o1f to the charges against them. A&P. howeyer, decided 
slaughterhouse, and yet consumers have had to fight the case to the end. 
to pay higher prices !or their steaks and. After a stx-weelt trial, the Jury returneclits 
hamburger? . verdict, finding that a prlce-ftxing compiracy 

Agriculture Department economists and had cost the six cattlemen 20 cents a pound 
stat1st1cal experts agree that 1! there is an on all the beef they solcl !rom 1984 through 
economic vlllatn, It's someone called. the 1967. As a result, they had lost a total of 
"mlddleman"-the meat packer, the proces- more than $10 mllllon anc1, undet federal 
sor, the packager, the shipper, the reta.U antitrust law, were entitled to triple dam­
grocer. All have been getting an increasingly . ages. 
large piece of the action as beef makes lts . The plaintiffs produced witnesses to but­
way !rom an Iowa !arm or a Texas feedlot to tress thelr claim that the big auperm.&l'ket 
the American dlnner plate. chains had agreed, perhaps onJ.y through an 

Agriculture Department figures how that informal "understanding," to pay pa.ckerl 
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uniform. arbitrary, non-competitive and a.rtl· 
fi.clally low prices for fresh meat and meat 
products. 

Cattlemen told the jury they sold cattle 
for less than lt cost to raise them, and that 
they were able to stay in business only wlth 
bank loans and by raising crops. Also. a 
former independent packer testified that he 
had been forced to pay cattlemen low prices 
because of "great pressure" from major food 
chains he dealt with. 

Testimony showed that A&P followed a 
policy of buying 20 m1llion pounds of meat 
a week-90 percent of its total require­
ments-out of a single office ln Chicago. Com­
pany officials acknowledged that such large 
buying power could not help but have a sig­
nlfi.cant market impact. but they insiSted "we 
do not determine prices ... 

But, in hiS closing argument to the Jury, 
Alioto claimed: "It's more likely than not 
that they (the competing supermarket execu­
tives) got together, either by an understand­
ing or an agreement or an invitation to some 
and an acceptance by others, to control the 
market. They talked about prices. The evi­
dence is they talked about methods and pro­
cedures .. :• 

Referring particularly to the photograph 
of A&P meat buyeT' Robert oarpenter meeting 
With his competitors. Alioto commented: 
"First. several of them deny meeting each 
other, and then we have to show that and 
prove that in documents ... Next, they say, 
'Well, I didn't sit With him: I might have 
met him, but I didn't sit with him.' And then 
we have to get a picture .•. And then they 
say, "Well, we didn't talk about prices or 
supply or anything Uke that, and then It's an 
over these documents.'' 

Arguing unsuccessfully that the Jury ver­
dict should be set aside, A&P contended that 
the NAFC sessions involved "wholly theoret­
ical and legitimate discussions about retaU 
marketing practices and consumer buying 
habits, but were not an attempt to fix prices 
or coordinate buying. 

"Accusations of retatl price-fixing before a 
jury of consumers in a period of high lnfia­
t1on were obviously highly prejudicial," A&P 
complained. 

THE "YELLOW SHEET" 

In addition to the NAFC meat clinics, -evi­
d-ence of some contact among competing food 
stores came 1n testimony of A. D. Davis, an 
official of Wlnn-Dixie Stores. He said he had 
given his private telephone number to offi· 
clals of some other firms to save them from 
mq.klng more expensive person-to-person 
calls when they wanted to speak to him. 

The calls often related to handling of "ex­
cess supply" of bee!, said Davls, who acknowl­
edged that he may have told a competitor 
that W1nn-D1x1e was planning to "feature" 
beef. 

Supermarket officials said that the NAFO 
often Issued notices to its members, telling 
them of the existence of excess meat sup­
piles, and asking them to conduct beef sales. 
But AkP lawyers sa.td such 8ales had the 
effect of removing excess supplies and actu­
ally benefitted cattlemen. 

The cattlemen who testified 1n San Fran­
cisco made It clear they don't feel that way. 
Courtenay C. Davis, who operates a 75,000-
acre ranch at Horse Creek, Wyo., told the 
court that many cattlemen have been losing 
money since 1952. At about that time, he 
said, "a powerful new force emerged. 1n the 
form of the concentrated buying power of 
fewer and fewer big chain store buyers, op­
erating without restraint 1n the carcass beef 
market." 

Supermarket officials testified that the 
four largest chains together were accountfng 
for less than 20 per cent of carcass meat sales 
in 1;he natlon. but they acknowledged tha~ 
much of the other 80 per cent represented 
".fragmented." purchases by locally or1ented 
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grocery, hotel, restaurant and 1n.stltut1onal 
operations. 

Whtle noting that most of its 3,500 stores 
get most of their meat through a. centrallzed 
buying office in Chicago, A&P strongly denied. 
it sets prices it w1ll pay to packers relying on 
the so-called "Yellow Sheet.'' That publica­
tion, officially called The National Provi­
sioner, 1s a dally comptlat1on of wholesale 
prices in the meat industry. It bases lts quo­
tation on actual sales, but there have been 
allegations in the press and before Congress 
that the Yellow Sheet's figures sometimes are 
manipulated. 

Also, during the California trial, the cat­
tlemen contended that a Sateway decision 
to sell its New York City stores, A&P's deci­
sion to leave the Los Angeles market and a. 
Kroger decision to abandon Washington 
were tied to efforts to lessen competition 
among the three in the purchase of meat. 

C. w. McManamy, an official of the Omaha, 
Neb., IJ.vestock Foundation and a longtime 
observer of m1dwe.stern markets. sees evi­
dence large supermarket chains have been 
able to force some significant drops in prices 
farmers receive for their cattle.. 

One clue to this, he sald, is a uniform price 
decllne on the same day at widely scattered 
markets. "When I look at a radical departure 
from normal patterns," he said, "then I have 
to look at market muscle as a. possib111ty. 
I ~ee l!llx to eight major retall outlets. Against 
this, I see 3,500 packing plants, and pro­
ducers market through all these plants. 
When I look at this picture, I can't escape 
the conviction that concentration in retail­
ing would provide substance for suspecting 
that prices can be dictated where the power 
lles. Packers to a. large degree don't sell 
meat to retailers anymore; the retailers order 
meat from the packers.'' 

Testifying before the Joint Economic Com­
mittee last December. Irvin Bray, one of 
the plainttlfs in the California suit, said. he 
had been unsuccessful in trying to sell cat­
tle to packers early in the week because the 
packers have to walt unttl Wednesday to 
find out what Safeway, the dominant chain 
In his area, 1s wllling to pay. 

Sa!eway's buyers walt until then so they 
can determine through the Yellow Sheet 
what A&P has paid the previous d.ay, he 
claimed. Bray said that in recent years there 
has been very little relationship between 
the prices paid to cattlemen and the retaU 
beef prices charged to consumers. 

Testifying later, Sateway denied the 
charge. Company lawyer Richard W. Odgers 
sald Sateway does not utilize centralized 
buying, but purchases Its beef through com­
petitive "1>1fer and acceptance" In which 
packers" offers are received and accepted 
separately through more than 115 meat-buy­
ing offices. 

W. S. Mitchell, Safeway's president was. 
grllled before the committee by Sens. Wil­
liam Proxmire (D-Wls.) and Hubert Hum­
phrey (D-Minn.) about the increasing con­
centration of economic power in a few of the 
big chains. Proxmlre said he has "serious 
doubts about the competitiveness of the In­
dustry" and Humphrey asserted that the 
supermarket chains "went out for a killing" 
after food. price controls were removed. 

But Mitchell told the committee that "all 
those stories about price-gouging profiteer­
ing, rlpo1fs, price-fixing and monopoly are 
just not so." He strenuously resisted sugges­
tions that Sateway. with its 2,200 stores and. 
annual sales of some $6 btllion, ts able to 
drive out competition and. keep its prices 
high. Net profits of most maJor chains have 
averaged around 1 per cent of total sales. 
M1tchellsald. 

"A DEVASTATING CAS!!" 

Later, the committee sta1f Jssuect a report 
call1ng such figures "irrelevant." Proflt fig­
ures based on rate of return on sale.s have 

been "purposefully" used to "cloud the tssues 
and obscure the industry's true performance," 
the report said. A more reliable measure of 
supermarket profits, it contended, is "return 
on equity .. (earnings compared to the value 
of the stock owned by the companies' stock­
holders) because this shows how much money 
the supermarkets are making in comparison 
to their total worth. For the supermarket 
chains, return on equity 1s ••strikingly higher" 
than return on sales, the report said. 

Safeway's rate of return on equity, for ex­
ample, was 11.2 per cent 1n September., 1973, 
and rose to 19.15 per cent 1n September, 1974, 
an increase o! 74 per cent, the report said. 
Winn-Dixie's rate o! return rose from 13.1 
per cent to 21.4 per cent. Kroger Oo. went 
from 6.1 per cent to 10.4, and A&P from a loss 
of 2.2 per cent to a profit of 3.2 per cent. 

The figures, on the average. are "neither 
spectacular nor poor," but they refute the 
retall food stores' claims that they are doing 
poorly, the committee report said. 

The NAFC continues to argue, nevertheless, 
that supermarkets make so llttle profit that, 
if their earnings were entirely wiped out, the 
average family's food blll would. drop by only 
eight cents a week. 

"Lowering food prices by reducing super­
market profits 1s like trying to pump water 
from a dry well," says NAFO president Clar­
ence Adamy. As for meat specifically, the 
supermarkets generally have been unable 
or unw1lllng to provide figures, although 
A&P has acknowledged that its average mark­
up on fresh meat nearly doubled between 
1968 and 1973. Sateway SBJ"3 its gross profit 
on meat 1s lower than on other grocery 
products, and Jewell Companies, Inc., om­
cials say the company lost e~ m.UUon on 
meat sales during the first halt of 1974. 

Proxmire said 1n December that hls com­
mittee staff's field 1nvestlga.t1ons ehowed 
that where a small number of supermarke~ 
firms dominate the grocery business ln a 
particular city, as 1n Washington, food prices 
tend to be higher and often are identical 
in the various competing stores 1n that city. 
A sampling of 4,000 items in Safeway and 
A&P stores in Kansas City, Mo., turned up 
identical prices on 3,000 items, he sald.. The 
Wisconsin senator described the finding as 
"the kind of conduct you'd expect out of a 
price-fi.xlng conspiracy." 

Three weeks later, Proxmlre announced 
that A&P, Kroger, Winn-Dlxle and Grand 
Union Co. had refused to appear before the 
committee unless subpoenaed. 

Proxmlre said company records obtained 
from the 17 largest chains had. been Analyzed 
and. "we believe that a devastating case has 
been made against the industry-especially 
that retail prices rose while farm prices tell 
and that actual price competition, as such, 
did not exist in about 60 per cent of the 
items sold in the food chains." 

Proxmlre has since yielded the chairman­
ship of the Joint Economic Committee to 
Humphrey and the future status of the 
investigation 11!1 in doubt, as 1B the question 
of public release o.f the reportedly reveallng 
company financial records. 

The Federal Trade Commission has an­
nounced a probe of the food industry, but 
a congressional source who has followed the 
FTC e1fort says lt 1B "in bad shape, partly 
because of lack of staff." The Senate Select 
Committee on Nutrition and Human Needs 
also has plans to investigate the food indus­
try, including price fixing and other anti• 
competitive activity, later this year. 

AN INVENTORY: AMERICA IN 1975 
COMPARED TO 1950 

Mr. BROCK. Mr. President, I ask 
unanimous consent that an article by 
Mr. Tom Fesperman be printed 1n the 
RECORD. 
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There being no objection, the article 

was ordered to be printed in the RECORD, 
as follows: 

AN INVENTORY: AMERICA IN 1975 
COMPARED TO 1950 

(By Tom Fesperman) 
As we move into 1975, national morale is 

shaky. 
Across the front pages march the grim 

phalanxes of infiation, recession, scarcity, 
crime and corruption with heavy tread. They 
have sent out stabs of fear that good times 
are forever gone and our system is crumbling 
under the forces of disintegration. 

On newsstands, national magazines chal­
lenge passers-by with apocalyptic covers: 
one depicts a well-to-do family sitting down 
to a Christmas dinner of empty plates; an­
other trumpets "The End of Affiuence: The 
Last Christmas in America .. ; a third cover 
announces that we are "Coming Around to 
Socialism!' 

Erudite pundits blithely tell us that the 
ed11lce America has built is junk, now come 
tumbling down about us. 

Great difficulties loom before us in 1975, 
no one can doubt that. But before writing 
off the future or jumping into a briar patch 
of quack nostrums, a little stock taking is 1n 
order. Remember the 1950s? That decade 
opened on a surge of Korean War infiation, 
f<>llowed with three back-to-back recessions. 

Hanging over the chronically depressed 
economy were two spectres that promised 
tmtold trouble. Remember? One was auto­
mation, which threatened to bring mass un­
employment by wiping out millions of tra­
ditional jobs; the other was the after-e:trect 
of the postwar baby boom. 

What would happen, went the refrain, 
when 70 million kids poured into the school 
system and then the job market? The mathe­
matical extrapolations were ghastly. At the 
levels of growth and capacity which were 
then current, the incoming hordes would be 
locked out, first without classrooms and 
teachers, then without jobs, houses, hospitals, 
highways. 

To ward o:tr a catastrophe that would bring 
on a breakdown of society, we would have to 
spend more, train more and construct more 
in two decades than in all the previous years 
of our national life combined. Stagnant 
America lacked the will and the vision, the 
critics said; it couldn't be done. 

Well, we did it. What we accomplished 
just yesterday is worth reviewing. For if we 
grasp what we have done, then we shall gain 
a sense of what we can do. 

Part of the story is chronicled in the book, 
"The Real America, .. by Ben Wattenberg, an 
author with a nose for doomsday cant and 
an uncanny gift for making the cold statistics 
come to life. Other facts have been gathered 
by my stafi'. Here's the story, all carefully 
documented: 

Since 1950, we have made it possible for­
hold your hats-74 million people to be en­
rolled in schools today. That's one-third of 
the nation l Nine million are in college, more 
than double the 1960 figure. From our poorest 
homes, earning from $3,000 to $5,000 a year, 
21 per cent enter college. 

Since 1950, employment has expanded fast 
enough to absorb almost all those postwar 
babies. Manual labor and menial jobs de .. 
clined. But the ditch digger re-emerged as 
a bulldozer operator and the maid as a bank 
teller. 

Since 1950, America has constructed from 
scratch a suburbia that houses 35 million 
people. In a twinkling, as it were, we erected 
the physical equivalent of a new nation. 

Since 1950, the median income of the 
American family has doubled. With infiation 
taken into account, average family income, 
measured in constant 1972 dollars, has risen 
from $4,600 to more than $11,000. Distress 

over inftation and fear of recession cause us 
to forget this gain. 

Since 1950, working conditions have 1m­
proved dramatically. Shameful conditions 
still exist in some industries and they must 
be relentlessly exposed. But for most people, 
gains have been impressive. Work begins 
later and retirement comes earlier. 

What of the poor? Since 1959, poverty has 
been cut in half; the percentage of families 
below the poverty line has dropped from 22 
to 11 per cent. 

We who have wrought these advances in 
our own time have not suddenly atrophied 
and fallen sterile, ready for the ideological 
embalmers. Whatever innovations the new 
era calls for, we'll be equal to them. 

FUTURE OF THE SOCIAL SECURITY 
SYSTEM 

Mr. PERCY. Mr. President, the Sen­
ate Select Committee on Aging, on which 
I serve, held 3 days of hearings on future 
directions in social security this week. 
The hearings served as a timely public 
review of the projections and recommen­
dations of the Social Security Tl'UStees• 
1974 Report, the report of the Panel on 
Social Security Financing appointed by 
the Senate Finance Committee and the 
report of the Advisory Council on So­
cial Security. Most important, they 
served to heighten public awareness of 
the exact nature of the financial prob­
lems facing the social secul'ity system 
and of the alternative means of dealing 
with them. 

I have been aghast at the verbal bat­
tle waged during the last few months 
over the financial soundness of the so­
cial security system. Now that two pan­
els of experts have confirmed the projec­
tion of :financial problems made by the 
OASDI Board of Trustees in its 1974 
report, hopefully we can rise above the 
din and work together to bring order to 
this system. 

It is as fiscally irresponsible and cruel 
to the elderly to ignore reality and leave 
these problems to future generations as 
it is to declare that the system will soon 
collapse and do nothing to prevent tt. 

The social security system will not col­
lapse. Future generations will not deny 
earned benefits to the retil·ed. However, 
it is evident that the system cannot con­
tinue to be self-supporting under the 
present contribution and benefit formu­
las. The immediate gap between income 
and outgo is small compared with the 
deficit projected for the 21st century. We 
must avoid the temptation to deal with 
the short-term problem with stop gap 
measm·es and leave long-term solutions 
to those who will be responsible for the 
system at that time. To do so could not 
help but result in serious economic dis­
locations and hardship. 

Two main factors must be taken into 
consideration in redesigning the social 
security system. Its economic impact 
must be fair and manageable for em­
ployers and workers on the one hand and 
fair and adequate for retirees on the 
other. It must also be financially sound 
over the long term, so that neither a 
massive infusion of funds nor a reduc­
tion in benefits is ever necessary. If we 
take corrective action now, I believe it is 
possible to meet both these goals. 

The Social Security Advisory Council 
estimates that by 1~78, the balance in 
the trust fund will be under 35 percent 
and that this is about the minimum nec­
essary to fund current obligations. By 
1980, tax receipts will once again approx­
imate expenditures. After 1980, costs 
are projected to rise dramatically, and 
by the year 2030 woud necessitate a pay­
roll tax of 17.6 percent to fund them. 
These are very close to the estimates pro­
vided in the 1974 Trustees' Report. The 
Panel on Social Security Financing ap­
pointed by the Senate Finance Commit­
tee projects a similar short-term deficit, 
but estimates that costs will reach 23.3 
percent of taxable payroll by the yea.r 
2030. 

The difference in estimates stems from 
the different economic and demographic 
assumptions used by each panel. The 
Advisory Council estimates an avera.ge 
increase of 5 percent in wages, and 3 
percent in the Consumer Price Index, 
over the next 75 years, and an Increase 
in the fertility rate-the average num­
ber of children born to a woman during 
her lifetime-from 1.9 to 2.1 beginning 
in 1985. These are essentially the esti­
mates used by the trustees. The Finance 
Committee's panel assumed an average 
increase of 6 percent in wages and 4 per­
cent in the Consumer Price Index and 
a dip in the fertility rate through 1990, 
with the 2.1-percent rate not being 
reached until the year 2025. 

Obviously, relatively small differences 
in economic and demographic assump­
tions lead to significant variations in 
estimating the long-term financial 
soundness of the social security system. 
In adopting corrective measures, it is 
important to keep the lack of long-term 
predictability of these vital factors in 
mind. For example, it may be reasonable 
to presume an even greater degree of la­
bor force participation in the next cen­
tury than did either the Finance Com­
mittee panel or the Advisory Council. As 
there are fewer and fewer workers rela­
tive to consumers, unemployment will 
drop and a greater number of women 
and potential retirees will join or remain 
in the work force. 

I believe the most sensible course at 
this time is for the Congress to enact 
those changes in the social secm·ity sys­
tem which will assure its enduring effec-

. tiveness. Adoption of some of the Ad­
visory Council's recommendations, as 
well as other proposals I intend to make, 
could stabilize the system's financial 
base through the remainder of this 
century. By 1990, we will know for cer­
tain the ratio between workers and re­
tirees during the first half of the 21st 
centm'Y, the most important variable in 
today's cost projections, and will be able 
to plan ahead accordingly. This, of 
course, assumes that there will be no 
changes in the present system which 
significantly increase benefits relative to 
payroll taxes. 

First, and I believe most important. is 
the recommendation made by both the 
Social Security Advisory Council and the 
Panel on Social Security Financing to 
"decouple" social security benefit levels. 
Under the present system, a worker who 
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retires 20 years from now will receive a 
social security benefit which will directlY 
reflect not only the compounded 20-year 
increase in the CPI but all wage in­
creases received dw·ing the period. For a 
worker retiring in the year 2050, this 
could result in a monthly social secw·ity 
benefit 60-percent higher than the work­
er's average preretirement wage. Cou­
pled with a wife's or husband's benefit, 
the retired couple's benefit would be 
nearly 150 percent higher than the 
worker's average preretirement wage. 
While this problem is not critical to the 
financial integrity of the system today, 
it plays a major part in the estimated 
long-term deficit. "Decoupling" the sys­
tem by basing retirement benefits on a 
worker's average monthly wage, in­
creased, or ''indexed,'' to reflect average 
wage increases for all workers during 
that period, and providing cost-of-living 
increases only after retirement, will cor­
l'ect this problem. The Advisory Council 
estimates that this change alone will re­
duce the estimated average long-term 
deficit by nearly one-third. 

Second, in line with insuring that ben­
efits bear a reasonable relationship to 
preretirement earnings, total benefits 
should not exceed the purchasing power 
of preretirement earnings. A maximum 
replacement ratio of 80 to 85 percent of 
average "indexed" preretirement earn­
ings would be both fair and adequate. 

Although these changes would result 
1n a cost savings under the economic 
assumptions used by both the Advisory 
Council and the Finance Committee 
panel, it is important to note that they 
could increase costs if real wages in­
crease at a higher rate than projected. 
The importance of these changes rests in 
the fact that they will bring the reve­
nues and costs of the system closer in 
line, whatever the long-term relationship 
of wages to prices turns out to be. 

Third, I believe the automatic eligibil­
ity of wives to a "dependent's" benefit 
equal to half their husband's benefit 
should be phased out and that this bene­
fit be paid only where actual dependency 
exists. This automatic eligibility was en­
acted on the presumption that wives are 
almost invariably dependent on their 
husbands for more than half their in­
come. More and more women are now 
collecting social security and other pen­
sion benefits based on their own earnings 
and this presumption is certainly no 
longer valid. It is unfair to those men 
and women who contribute to the social 
security system to have to pay the costs 
of "dependent's" benefits to individuals 
who are not in actuality dependents. The 
Advisory Council recommended doing 
away with the proof of dependency now 
required of husbands applying for such 
benefits and, in the alternative, decreas­
ing both husband's and wife's benefits by 
the amount of any pension earned from 
earnings not covered by social security. 

A far simpler and more equitable solu­
tion is to require actual dependency for 
both men and women. 

Fourth, consideration should be given 
to the establishment of a special replace­
ment ratio for retirees who have spent 
relatively Uttle of their work careers un­
der the social security system. The Ad-

visory Council spent considerable time 
looking into the inequity of such workers 
benefiting from the higher earnings re­
placement ratio for those with a low 
average preretirement wage. The higher 
replacement ratio was enacted, of course, 
to provide an adequate retirement in­
come for those who worked for many 
years under social secwity but at low 
wages. One solution recommended by the 
council was to reduce social security 
benefits by the amount of any pension 
or benefit earned from employment not 
covered by the social security system. 

I do not believe it is fair to penalize 
such workers, Government employees be­
ing a major example, for working in non­
covered employment. An alternative ap­
proach would be to establish a separate 
schedule of replacement ratios for work­
ers who contributed to the social security 
system for less than 10 or 15 years. Such 
workers would then receive a fair return 
on their contributions to the system but 
would not benefit inequitably from an 
elevated ratio established for low-income 
individuals. 

Of course, any changes adopted in the 
system should not adversely affect those 
already retired or the long-term retire­
ment plans of workers. Thus, the first 
two proposals I have outlined should be­
come effective immediately, but only as 
to futw·e retirees, and the second two 
should be phased in over a period of 
years. 

Finally, if these proposals are .not ade­
quate to eliminate the projected deficit 
over the next 25 years, consideration 
should be given to moving a portion of 
the tax rate inm·ease scheduled for the 
year 2011 forward to the 1990's and/or 
accelerating the scheduled increases in 
the taxable wage base. I do not believe 
the tax rate should be increased beyond 
the rate of 11.9 percent now scheduled 
for 2011. Including the 1.8-percent medi­
care tax, this will amount to a payroll 
tax of 6.85 percent each on employers 
and employees. This in itself will be a 
fairly substantial burden, particularly 
for low-income workers and small busi­
nesses, and I do not believe additional 
increases should be counted on to fi­
nance whatever long-term deficit may 
develop. Certainly, a thorough study 
should be made of the e1fect of the pay­
roll tax on the adequacy of capital in­
vestment and workers' pw·chasing power 
before any additional changes in the 
rates are made. 

I must also disagree with the Advisory 
Council's recommendation of gradually 
transferring the financing of the medi­
care program to general revenues and 
using the revenues from the medicare 
payroll tax to help finance social security 
benefits. Although I appreciate the 
council's interest in postponing any in­
crease in the payroll tax, I believe fur­
ther consideration should be given to the 
effect of this proposal on the medicare 
program itself. It, like social security, is 
an earned benefit, and should continue 
to be so. In addition, we have yet to 
determine what place the medicare pro­
gram will have in national health insur­
ance and should make that determina­
tion before enacting major changes in its 
financing structure. 

In conclusion, if we act now, the short­
term financing problems of the social 
security system can be solved without 
economic dislocation or hardship and we 
can lay the basis for an equitable and 
potentially fiscally sound system in the 
future. 

WHY ffiGH COST 
~fr. BROCK. Mr. President, I ask 

unanimous consent that a provocative 
article by Nicholas von Hoffman be 
printed in the RECORD. 

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

WHY WE PAY So MUCH TO So MANY To 
Do So VEKY LrrrLE 

(By Nicholas von Hoffman) 
WASHINGTON .-As reprehensible as the peo­

ple in the airplane-hijacking business may 
be, we can thank them for making a sig­
nificant contribution to the fight against un­
employment. Without them the thousands 
of women who earn their living searching 
other people's handbags and suitcases at the 
nation's airports would probably be unem­
ployed. 

Airplane hijacking is rapidly going the way 
of train robberies, not because of these 
women and their X-ray machines, but be­
cause the hijackers themselves are such 
crlminal nuisances there are almost no na­
tions left that will give them asylum. Never­
theless it's safe to assume that the great­
granddaughters of the present pioneer gen­
eration of bag searchers will be pursuing the 
same line of work. 

They are exemplars ~f what some social 
thinkers have called the changeover from a 
production to a service economy. 

Wage rates have made it unprofitable to 
produce a wide variety of items from tele­
vision sets to sewing machines in America 
because, it is said, too many workers have 
been sucked into the service industries. 

At the same time the middle and upper 
classes, the people who presumably can af­
ford to purcbase services as well as products, 
are screaming there are none to be had. ex­
cept at exorbitant prices, and even then they 
complain the work is shoddy. I! that's so, lt 
may explain the rise in the number of serv­
ice occupations for which there is only a 
marginal demand. 

Who really needs the services of tens of 
thousands of public relations representatives, 
guidance counselors, inspectors, receptionists 
and variously titled paper shuftlers who drag 
down the productivity of every large enter­
prise, public or private? 

None of us do individually, but all of us 
do collectively because we have a national 
commitment to full employment. 

This commitment is so intense, and the 
personal consequences of getting fired or laid 
off are so terrible 1n a society where almost 
none of us have any savings or other income 
to fall back on, that we never ask ourselves 
whether there is a better way to create the 
jobs we need. 

Save in recesslonary times such as now, 
we don't even like to admit we're creating 
jobs for the sake of a job rather than the 
work product. Only the radicals routinely 
point out the numbers of people who are 
dependent for their livelihoods on the war 
and munitions industry. The rest of us know 
it but we don't like to talk about it, except 
when the government decides to close down 
a naval base. Then the television news airs 
a few interviews with the bewildered work­
ers, a.nd the politicians speak vague thoughts 
about "conversion to a peacetime economy," 
perhaps by commJsslonlng the construction 
of a subway from Omaha to suburban Los 
Angeles. 



8242 CONGRESSIONAL RECORD- SENATE March 21, 1975 
Even the depletions of war and the direct 

siphoning off the labor market of several 
milllons into the armed forces has been in­
sufficient. We have had to resort to other ex­
pedients which are hidden under the mantle 
of justice. 

Hasn't that been the real social economic 
function of the mandatory programs to hire 
women and minority groups? It would be 
hard to demonstrate that they've provided 
much "equal opportunity" but easy to show 
that they are an effective legal crowbar for 
job creation. 

Unhappily this is a very expensive way to 
attempt to meet the minimal claims of 
distributive justice. Not only do we have 
mlllions of workers who know they're being 
paid to do nothing much, but because they're 
so unproductive they act as a constant pres­
sure on the government to cover the bills 
by inflation. At the same time an immense 
misallocation of resources is required to cre­
ate these non-jobs, while wage scales are so 
distorted by them that employers with real 
work to be done can't afford to hire the 
workmen to do it. 

Attempting to meet national full employ­
ment goals by creating non-producing serv­
ice jobs has been politically painless because 
it doesn't jangle the sensibilities of special 
interest groups and the costs are both hidden 
and postponable. 

However, like living off one's capital, we're 
going to find there comes an end to that. 
If we go on letting Haitian women make our 
baseballs and Taiwanese peasants manufac­
ture our television sets, one of these days the 
airport ladies are going to open our bags for 
inspection and find nothing in them. 

PREDICTING THE CAMBODIAN 
TRAGEDY 

Mr. BIDEN. Mr. President, it is my 
considered opinion that U.S. military aid 
to Cambodia has been largely responsible 
for the tremendous loss of life and hu­
man suffering that we are presently wit­
nessing in that country. Our continued 
intervention in the internal affairs of 
Cambodia has served to further worsen 
conditions in Cambodia and to preclude 
any attempt at a negotiated peace set­
tlement there. Five members of Secre­
tary of State Kissinger's National Coun­
cil foresaw the present state of affairs 
in 1970, according to a recent news ac­
count, when Mr. Kissinger was the Spe­
cial Assistant for National Security 
Affairs under President Nixon, but 
neither he nor Mr. Nixon heeded their 
warnings. 

James McCartney, in his column in 
the Boston Globe of March 13, 1975, re­
lates the story of the five men-Anthony 
Lake, Roger Morris, W1lliam Watts, 
Laurence Lynn, and Winston Lord­
whose views if listened to by the Nixon 
administration in 1970, could have pre­
vented the present exercise in futility. 
To quote from Mr. McCartney's column; 

The story has relevance now because many 
of the arguments President Ford and Kis­
singer are making for continued U.S. military 
aid to Cambodia are similar to those Mr. 
Nixon made in explaining his decision to 
invade on April 30, 1970. Then, as now, U.S. 
"Prestige" and "credibility" were said to be 
at stake in Indochina. 

Mr. President, I ask unanimous con­
sent that the full column by Mr. Mc­
Cartney be printed 1n the RECORD. 

There being no objection, the article 
was ordered to be printed 1n the RECORD, 
as follows: 

CAMBODIA PREDICTIONS THAT TuRNED OUT 
RIGHT 

(By James McCartney) 
WASHINGTON.-The tragedy Of Cambodia 

that is now unfolding was foreseen in the 
highest councils of the us government in 
1970 by five men whose warnings went un­
heeded. 

They warned Henry Kissinger in advance­
with uncanny perception-what would hap­
pen if President Nixon invaded neutral cam­
bodia with US troops. 

They warned that the war in South Viet­
nam would be expanded; that Nixon would 
not be able to get out after he got in; that 
events would become uncontrollable for the 
us. 

One told Kissinger the invasion would be 
"an exercise in futlllty" that would lead to 
mass deaths "to no real avail." Another 
warned that if it was done the us eventu­
ally would bomb Haiphong harbor in North 
Vietnam. 

Three felt so strongly that they quietly re­
signed prestigious White House jobs when 
their warnings were ignored and Kissinger 
sided with Mr. Nixon, enthusiastically back­
ing the invasion. 

The five were members of Kissinger's hand­
picked Nwtional Security Council staff-An­
thony Lake, Roger Morris, William Watts, 
Laurence Lynn and Winston Lord. 

Their predictions to Kissinger have been 
a nightmare come true. 

By the best available figures some 450,000 
persons have been killed or wounded in cam­
bodia in the five years that have followed 
and three million have been driven fro~ 
their homes. Haiphong was bombed. us 
troops are gone from Vietnam, but there has 
been no victory in either country. 

Today even the Pentagon is conceding 
that the exercise has been a monument to 
futility. 

"We know it was wrong," says Lake today 
"but I don't think any of us foresaw the di~ 
mensions of the tragedy." 

Says Morris: "We Inade a mistake. We tried 
to conduct ourselves like gentlemen in the 
establishment club. 

"Like gentlemen, we quietly resigned. we 
should have called a press conference and 
blown the lid off." 

The story has relevance now because many 
of the arguments President Ford and Kis­
singer are making for continued US military 
aid to Cambodia. are similar to those Mr. 
Nixon made in explaining his decision to in­
vade on April 30, 1970. Then, as now, US 
"prestige" and "credibility" were said to 
be at stake in Indochina. 

Many believe that Mr. Nixon appreciated 
Kissinger's leadership in seeking to rally 
support on the White House staff so much 
that the result was to cement the relation­
ship between the two. 

In his book "Before the Fall" Safire reports 
that Kissinger told White House staffers at 
private meetings: "Look, we're not interested 
in Cambodia, we're only interested in it not 
being used as a base" against US troops. 

On the day before the invasion was an­
nounced Lake and Morris drafted a letter 
of resignation, delivering it to Kissinger's 
top assistant, Alexander Haig Jr. It began: 
"Dear Henry:" 

"As you know," they said, "we have grave 
reservations about the value of using US 
troops in Cambodia. We believe the costs 
and consequences of such an action far ex­
ceeds any gains one can reasonably expect." 

They told Haig to deliver it whenever he 
thought best-not necessarUy that day, be­
cause Kissinger was "tense." 

Watts came to his decision to resign after 
Kissinger asked him to take on the job of 
coordinating the entire invasion. He told Kis­
singer he would not-and knew that meant 
he would have to resign. 

Today Lake 1s working for International 

Voluntary Services in Washington, a pri­
vatE:lY supported "peace corps" type or or­
gamzation which sends social workers over­
seas. 

Morris went to work for a liberal Demo­
cratic senator, Walter Mondale of Minnesota 
and later joined the Carnegie Endowment fo; 
International Peace. Today he is trying to 
make it as a free-lance writer in foreign af­
fairs. 

Watts soon afterward joined Potomac As­
sociates in Washington, as director of that 
"research and analysis" group. 

Laurence Lynn stayed on the Kissinger 
staff for several months after the invasion, 
but quit in the fall of 1970 and is now teach­
ing at the Kennedy School at Harvard. 

Winston Lord is the only one of the five 
who is still with Kissinger. He heads the 
State Dept's Policy Planning staff. 

THE EMERGENCY FARM BILL 
OF 1975 

Mr. PERCY. Mr. President, I do not 
intend to support the farm bill that will 
be before us on Monday, March 24. I 
can find no reason to make such sweep­
ing changes in the Agriculture and Con­
sumer Protection Act of 1973. The act 
of 1973 is working well in moving agri­
culture away from heavy Government in­
volvement toward a policy designed to 
give farmers more freedom to make their 
own decisions. As a result of the Fa1m 
Act of 1973, the United States has moved 
from heavy Government involvement 
to a minimum number of controls, and 
from heavy Government stocks to virtu­
ally no Government-owned agricultural 
commodities. Since 1973, Government 
storage costs have been reduced to al­
most zero from a previous $1 million a 
day, and direct payments to farmers 
have dropped from $3.9 billion a year to 
$524 million in calendar 1974, and $215 
million of that was for disaster pay­
ments. Also, no acreage is now being held 
out of production. 

Further, 1973 and 1974 have been the 
two most successful farm income years in 
history. Farmers earned a record $32.2 
billion in 1973, and $27 billion in 1974-
hurt somewhat by adverse weather con­
ditions. These are the 2 best years in U.S. 
history for farm income. 

Farm exports have increased since 
passage of this act from $8 billion in 
1972 to $21.3 billion in 1974. 

I support continuation of this trend 
for agl"iculture in its reliance on the 
market which has proven so beneficial in 
the past 2 years, and I oppose a return 
to patterns of the past. 

I oppose the amendments to the law 
made in this bill. I think the higher tar­
get prices could artificially stimulate 
production, particularly in cotton. Cot­
ton planters have indicated that they 
had planned to plant less cotton this 
year and shift part of their production 
into soybea.ns. Raising target prices for 
cotton could increase production of cot­
ton, which is now in surplus, instead of 
contributing needed soybean protein to 
the Nation's supply. 

The high loan rates could hold United 
States prices above world levels and 
make the United States uncompetitive 
in world markets, unless we would once 
again resort to export subsidies, a situa­
tion I do not want to see. 

I am also concerned about the cost of 
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this bill. The Department of Agriculture 
estimates the cost of the bill at $470 mil­
lion this year and estimates that for one 
commodity-milk-the provision of this 
bill would increase the price of milk by 8 
cents a gallon, the price of cheese by 10 
cents a pound, and the price of butter 
by 20 cents a pound. 

Mr. President, for all of the above rea­
sons, I cannot and will not support this 
bill, and I hope the Senate will defea~ 
it. 

CONGRESS AND FOREIGN AFFAffiS 
Mr. BIDEN. Mr. President, time and 

time again, we Members of Congress are 
repeatedly told by the press and Presi­
dents that we are incapable of making 
foreign policy decisions. We are told that 
the Congress, with its 535 Members, is 
institutionally incapable of making policy 
decisions. 

It is my opinion that this is highly 
inaccurate. After all, it was Congress that 
insisted on our country's extrication 
from the Vietnam war. 

Joseph Kraft, in his column in the 
Baltimore Sun this morning, states the 
case for congressional participation in 
foreign policy affairs. To quote his open­
ing paragraph: 

Events are now making a liar of the claim 
that congressional meddling in foreign af­
fairs inevitably yields disaster. Thanks to 
just such meddling, the Turks and Greeks 
are once more on the road to a Cyprus set­
tlement. 

I ask unanimous consent, Mr. Presi­
dent, that Mr. Kraft's complete column 
of March 13, 1975 be printed in the 
RECORD. 

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

CONGRESS MEDDLING GETS U N rrED STATES 
OUT OF JAM 

(By Joseph Kraft) 
Events are now making a liar of the claim 

that congressional "meddling" in foreign af­
fairs inevitably yields disaster. Thanks to 
just such meddling, the Turks and Greeks 
are once more on the road to a Cyprus settle­
ment. 

Similar meddling holds out prospects for 
settlement in Cambodia-and eventually 
Vietnam. For only Congress--it now becomes 
clear-can break the perverse logic whereby 
officials of the executive branch regularly 
cause the United States to become the 
prisoner of its allies. 

Take first the case of Cyprus. Congress cut 
off military aid to Turkey to force Ankara 
to compromise with Athens on a Cyprus solu­
tion. 

The President and all his men ha.rrumphed 
about congressional interference. Henry A. -
Kissinger, the Secretary of State, spoke of 
an "unmitigated disaster," and claimed the 
move to cut off aid would only stiffen Turkish 
resistance, thereby harming the Greeks. 
James R. Schlesinger, the Secretary of De­
fense, also spoke of disaster, and warned the 
Tm·ks might begin cutting back their mm .. 
tary co-operation in ways harmful to the 
security of Europe. 

In fact-after some huffing and puffing­
Turkish authorities saw that Washington 
meant business and that their forces would 
soon be running out of spare parts. Ankara, 
in these conditions, turned reasonable. Mr. 
Kissinger was received there Tuesday. Now 
negotiations for a Cyprus settlement have 
been renewed and the outlook is not bad. 

In the case of Cambodia, the issue is 
whether to grant $222 million in special aid 
for food and ammunition to the beleaguered 
government of President Lon Nol. 

President Ford contends there is a "moral" 
obligation to help. The secretary of defense 
implies that to abandon Cambodia would ad­
vertise American weakness to the world. 
The State Department indicates that it favors 
negotiations and could get something going, 
if the situation on the ground were improved 
and it could find somebody to speak for the 
Communist insurgents, or Khmer Rouge. 
Ronald H. Nessen, the presidential press sec­
retary, intimates that congressional action 
would make possible negotiations, and at the 
same time asserts that the government of 
Lon Nol is "legitimate." 

These arguments are mostly nonsense. 
There is no reason to believe the Lon Nol 
government can ever right the military bal­
ance to the point of making a negotiated 
settlement possible. The Khmer Rouge rebels 
have at least as good a claim to legitimacy 
as Lon Nol, and they are far from being un­
known figures. 

Congress, fortunately, has read the situa­
tion well. Instead of trying to prop up the 
satellite regime for one more go at a position 
of strength, senators and representatives un­
derstand that the right way to a settlement 
is through a change in the regime in Phnom 
Penh. With Lon Nol gone and the struggle 
to achieve political advantage abandoned, ar­
rangements can be made for an orderly trans­
fer of power. The result, far from being a 
disaster for the United States, w1ll be a left­
wing government likely to aggravate even 
further the already abundant strains work­
ing among Hanoi, Peking and Moscow. 

Two leading senators--Charles McC. Ma­
thias, Jr. (R., Md.) and Adlai E. Stevenson 
3d (D., Ill.)-have seen that the same logic 
applies to Vietnam. They are readying leg­
islation that would cut off aid to Saigon un­
less the regime of President Nguyen Van 
Thieu moved toward free elections and a more 
broadly based government. Only in that way 
can pressure be applied to Mr. Thieu to set 
up the kind of regime that could achieve 
a settlement. 

This is not to say that Congress ought to 
meddle indiscriminately and try to fine-tune 
all foreign policy issues. On the contrary, re­
cent experience teaches that there is a de­
finable condition where congressional med­
dling works. 

That is the situation where the United 
States has become the prisoner of a client 
state, where American officials have become 
personally over-committed to allied regimes, 
where the executive branch is burdened by 
past commitments to the point of being un­
willing to re-examine them in the light of 
changed circumstances. 

In those situations, Congress, with its ego 
uninvolved and its face in no need of saving, 
has a wisdom that the executive branch does 
not. It can get the president off the hook, 
and it s meddling works. 

FOREIGN INVESTMENT REVIEW 
ACT OF 1975 

Mr. HUDDLESTON. Mr. President, I 
am pleased to cosponsor the Foreign In­
vestment Review Act of 1975 which, on 
the strength of recommendations made 
in hearings last year and additional re­
search, refines a similar bill which I co­
sponsored in the last Congress. 

This bill will close an information gap 
which has existed too long in the area 
of foreign investment in the United 
States. While data relating to foreign in­
vestment is collected by countless agen­
cies and departments throughout the 
Government, their efforts are not coordi-

nated and there are no data collection 
activities oriented specifically toward 
foreign investment for its own sake. I 
think the inadequacies.of this system are 
well exemplified by the experience of the 
Federal Energy Administration in com­
piling its "Report to Congress on Foreign 
Ownership, Control and Influence on 
Domestic Energy Sources and Supply" 
recently published pursuant to an 
amendment which I offered to the Fed­
eral Energy Administration Act. In their 
research, FEA had to rely primarily on 
private publications as their principal 
source of information, and the report in­
cludes the caveat that "there is no as­
surance that this report, or any other 
report for that matter, can present a 
comprehensive list of foreign ownership 
activities in the United States unless sub­
stantial efforts are made to improve data 
collection." 

This bill is just such an effort. It es­
tablishes a Foreign Investment Admin­
istration within the Department of Com­
merce, and requires the Secretary to as­
semble, analyze and make public infor­
mation on the source of, nature, extent, 
and trends in foreign investment in the 
United States. 

At this point, I want to emphasize that 
this bill is in no way intended to restrict 
or discourage foreign investment in the 
United States. Our Government tradi­
tionally has observed, and continues to 
observe, an open-door, nondiscriminatory 
policy. In general, foreign investors re­
ceive "national" treatment--we do not 
offer foreign investors any special in­
centives nor, with a few internationally 
recognized exceptions, do we place any 
limitations on their investment opportu­
nities. Without a doubt, that policy offers 
many advantages. Foreign investment 
creates new jobs, provides innovations 
and advances in technology, stimulates 
productivity, and increases our tax base. 

But, the effects can be adverse also. 
And, stories of dramatic increases in the 
level of foreign investment in the United 
States over the past 2 years and reports 
of the huge capital excesses being 
amassed by the OPEC nations have 
spawned a fear in many Americans of 
foreign domination of strategic sectors 
of our economy. 

We need solid, coordinated data, like 
this bill would provide, to put these re­
ports in their proper perspective. Infor­
mation has always been the lifeblood of 
any economy. We cannot hope to make 
calm, rational, and intelligent decisions 
without it. 

NATIONAL HOUSING CONFERENCE 
RESOLUTIONS 

Mr. KENNEDY. Mr. President, the Na­
tional Housing Conference had its an­
nual meeting in Washington, D.C., on 
March 9, 1975. I was pleased to have the 
opportunity to deliver the keynote ad­
dress at that meeting and to pay trib­
ute to the long and distinguished record 
of the National Housing Conference. 

Founded in 1931, it is the oldest na­
tional citizen's organization devoted to 
housing and community development. It 
has worked for 44 years to promote bet­
ter communities and decent homes for 
all Americans. 
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At the annual m·eeting, resolutions 

were adopted in response to the cw·rent 
crisis in national housing and urban de­
velopment policy. The recommendations 
for legislative and administrative actions 
combine to represent a thoughtful and 
essential program for the revitalization 
of our housing industry and for the re­
newal of urban and rural communities 
across the land. 

When one examines the depth of un­
employment and unused capacity in the 
housing industry, it is clear that imme­
diate and emergency action to rescue 
that industry is necessary solely oneco­
nomic grounds. And when one looks at 
the gap between ow· housing needs and 
the continued decline in housing starts­
in February, only 673,000 building per­
mits were issued, which is the lowest 
rate since we began keeping records--it 
is evident that emergency action is re­
quired if we are to keep faith with our 
pledge to provide a decent home in a de­
cent environment for all Americans. 

The NHC program once more is a 
complete agenda for meeting our hous­
ing and community development needs 
in our cities and in rural America. I sup­
port virtually every recommendation 
made in these resolutions. These resolu­
tions should be read by everyone inter­
ested in housing and community devel­
opment legislation and the revival of our 
economy. 

I ask unanimous consent tha.t the com­
pleted resolutions be printed in the 
RECORD. 

There being no objection, the resolu­
tions were ordered to be printed in the 
REcoRD, as follows: 
NATIONAL HOUSING CONFERENCE RESOLUTIONS 

.ADOPI'ED BY THE MEMBERSHIP AT ITS ANNuAL 
MEETING IN WASHINGTON, D.C., MARcH 9, 
1975, LEON N. WEINER, PRESmENT 

STATE OF HOUSING AND ECONOMY 1 

I. Emergency measures needed to overcome 
housing depression and stimulate economy 
Our economy 1s in the deepest and worst 

recession since the Great Depression. In Jan­
uary and February of this year, 7,500,000 
people were out of work and our unemploy­
ment rate was 8.2 percent. The unemploy­
ment rate did not increase in February, but 
only because 580,000 discouraged workers 
gave up looking for jobs and dropped out of 
the labor force. If we count the discouraged 
people who h&ve dropped out of the labor 
force and are not counted as unemployed, 
that adds more than a full point to the pub­
lished unemployment rates. 

For the six-month period ending in Janu­
ary, 1975, the Commerce Department re­
ported that its index of leading economic 
indicators had the steepest decline since the 
Government began collecting the statistics 
after World War IJ.!l This index is supposed 
t-o foreshadow future development in the 
economy. It plunged 12.6 percent so we can 
anticipate that economic conditions will get 
worse before they get better. even if new leg­
islative programs are adopted to stimulate 
the economy. because of the long lead time 
it takes for them to become effective. 

Housing starts were at an annual rate of 
only 987,000 in January which is less than 40 
percent of the annualized average of 2,600,000 
unlts (excluding mobile homes) required to 
meet the national goal adopted in the Hous­
ing and Urban Development Act of 1968 
("1968 Housing Act"). Building permits were 
issued that month at the annual rate of 

Footnotes at end of article. 

661,000 units which is the lowest rate since 
the Government started keeping housing sta­
tistics 1n 1946. This permit-rate forecasts 
continuing low housing starts unless stimu­
lative actions are taken as recommended in 
these Resolutions. 

The drop in multifamily starts was more 
than twice the drop 1n single-family starts. 
With the Administration's phase out of the 
traditional public housing and Section 236 
programs, only 26,000 units of such assisted 
housing were started. in the first 8 months 
of 1974. This low level of multifamily hous­
ing production will deepen the recession. The 
tightening of rental housing markets will 
cause further rent increases and hardships, 
thereby increasing inflationary pressures in 
the economy. 

Since 1973 there have been suspensions 
and strangulations of housing assistance pro­
grams which have caused incalculable harm 
among families of low and moderate incomes. 
Their urgent needs for housing have been 
neglected. Elderly persons have been on pub­
lic-housing waiting lists for three to five 
years with no prospect of meeting their needs 
until additional housing is produced for 
them. A recent Harvard-MIT study concludes 
that over 13,000,000 families are still living 
in a state of housing deprivation as meas­
ured by a lack of plumbing, dilapidation, 
lack of heating. overcrowding or excessive 
rent burdens. High interest rates and high 
housing costs have priced most middle­
income people out of the market and denied 
them an opportunity for home ownership or 
adequate rental housing. 

The current low level of housing produc­
tion is creating a further dangerous distor­
tion in the economy and causing mounting 
unemployment. There is a threat of disaster 
for those engaged in this vital industry and 
others dependent upon it. 

In the first 8 months of 1974, 1,160 con­
struction firms with total liabillties of $270 
million failed. Hundreds of thousands of 
workers in the affected trades became un­
employed. In January of this year, about 
900,000 construction workers were unem­
ployed and there was widespread additional 
unemployment in related industries. The rate 
of unemployment among construction work­
ers was 22.6 percent as then reported by the 
Department of Labor, which was almost triple 
the rate of unemployment generally. When 
we add the multipUer effect of unemploy­
ment in related and other industries caused 
by the depression in construction, the total 
unemployment was 2,700,000 people. In hous­
ing construction, the rate of unemployment 
was about 40 percent. 

There are many disastrous results of the 
continuing depression in housing construc­
tion. Unemployment is increasing in housing 
and related industries, thereby further de­
pressing the economy generally. The backlog 
of housing need 1s growing, with adverse so­
cial consequences. Our capability to provide 
decent housing Is rapidly diminishing. 

In our Resolutions in the past two years, 
we forecast the current depression in hous­
ing and the recession in the economy as a 
result of the Administration's actions in sus­
pending housing programs for low and mod­
erate income families and pursuing policies 
which resulted in a calamitous drop in hous­
ing production. If actions are taken which 
are recommended in this year's Resolutions, 
housing can again be the bellwether to lead 
the economy out of the recession and meet 
the urgent housing needs so long neglected. 

With the increases in prices and interest 
rates and the cutback in Federally assisted 
production, only 4 percent of all new housing 
is available for low income families. Rela­
tively few homes are available for middle 
income families. About two-thirds of Ameri­
can famllles are precluded from buying new 
homes as long as mortgage interest rates and 

housing costs are at their current levels so 
that monthly charges are beyond what they 
can afford unless they receive assistance. 

Today as we enter the last third of the 
housing decade so hopefully inaugurated by 
the 1968 Housing Act, social and economic 
conditions require a re-evaluation of the 
housing goals it established. These goals 
called for the production of 26,000,000 new 
and rehabilitated housing units-excluding 
mobile homes-within the 1968-78 decade. 
This includes 6,000,000 Federally assisted 
housing units for low and moderate income 
families. These goals recognized the average 
annual housing need of 2,600,000 units to 
meet the growth of households and to re­
place substandard housing and losses in the 
housing supply. 

To monitor the achievement of this goal 
along with other related issues, Congress 
mandated HUD to furnish it with an annual 
housing goals report. The most recent of 
these reports, delivered to Congress some 
eleven months late, indicates HOD's conclu­
sion that housing production is on schedule 
and will meet the goal set for the decade by 
the 1968 Housing Act. This is not correct. 
The assertion 1s predicted on the Inclusion 
of mobile homes production. Clearly, this 
was not the original intent of the housing 
goals. If HUD insists on including such 
mobile homes production, then the 26,000,-
000 unit decade goal must be increased to at 
least 31,000,000. 

The Nation has fallen far short of its 
housing goals, particularly during the last 
y~ar. Housing production is generally de­
pressed now and there is an inequitable 
burden on those who need housing and on 
the housing industry. Housing continues to 
bear a disproportionate share of the reduc­
tion in economic activity through credit re .. 
straints, tight money and high interest rates. 
The goals of the 1968 Housing Act were de­
signed to achieve a reasonably stable level 
of housing construction each year. We have 
failed to achieve those goals or to avoid the 
unsteady cycles of housing construction . 
This current emergency emphasizes the need 
to achieve a bett.!r coordination between 
housing and national economic policy. 

Today's emergency conditions call for 
actions which are recommended below to 
provide necessary Federal assistance to 
achieve an adequate volume of housing at 
monthly charges within the financial reach 
of those who need it. During this critical 
period, it Is important that we continue our 
target to reach the revised annualized starts 
goal for assisted housing which we recom­
mend. 

According to the 1968 Housing Act, at least 
6,000,000 of these units were to be for per­
sons of low and moderate incomes. However, 
that goal ls no longer reallstic. Even HUD 
recognized that the annualized average of 
600,000 units has not been achieved. More­
over, additional studies-such as that of 
Harvard-MIT--combined with the obvious 
results of inflation in housing costs indicate 
that this goal must be revised sharply up­
ward to meet needs of the low and moderate 
income groups. In addition, a large amount 
of the remaining units should be for middle­
income families who have been priced out of 
the market due to the current high inter­
est rates and high housing costs. It is clear 
that the original goal of 6,000,000 assisted 
units is now obsolete. A new goal of at least 
12,000,000 assisted units for the decade-and 
1,200,000 annually-would be far more acC1L­
rate and appropriate at this time. 

There are many completed houses and 
condominiums which are overhanging the 
market and discouraging new housing starts. 
This Is confirmed by l.ltfr. Michael Sum! .. 
chra.st, Chief Economist for the National 
Association of Home Builders, who stated: 

"One reason builders are reluctant to start 
new houses is that they are sitting on an 
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unsold inventory of 400,000 single-family 

- homes and 250,000 condomlniums." 
While we know there has been a soft sales 

market, this is not proof t ·hat there Is only 
a limited need and market for housing. The 
reason that many of these houses are un­
sold is because of their high costs and high 
interest rates. We must offer people housing 
at monthly charges that most of them can 
afford and we must offer them incentives to 
buy or rent now. This can be accomplished 
through the programs we recommend. 

No housing goal is realistic unless we can 
bring housing to the market at monthly 
charges which people at different income 
levels can afford, including those with low, 
moderate and middle incomes. The following 
programs recommended in these Resolutions 
will produce that kind of lower monthly 
charges to serve a broad spectrum of the 
market commensurate with the need: 

The multifamily assistance programs under 
Section 236 and public housing which reduce 
monthly charges to the extent necessary to 
serve low and moderate income families in 
projects occupied by a cross-section of these 
income groups. 

The home ownership assistance program 
under Section 235 which reduces interest 
rates to the extent necessary to serve fami11es 
of moderate and lower income with a mini­
mum interest payment of 1 percent. 

A new emergency housing program with an 
initial 6 percent interest rate for middle­
income families who cannot afford home 
ownership at current high interest rates and 
an alternate program for the par purchase 
of mortgages with a permanent 7 percent 
rate.3 

A reduction in interest rates to 7% 
percent for unassisted housing through mort­
gage purchases under the Emergency Home 
Purchase Assistance Act of 1974 ("Emer­
gency Housing Act") and the Tandem Pro­
gram, with a lowering of that below-market 
rate as market interest rates come down.s 

By serving this board market and reaching 
people who have been priced out of the 
market, it should be possible to achieve sales 
and rentals of housing at the rate of our 
housing goal. This will not only help over­
come the recession throughout the economy, 
but it will also relieve the unemployment of 
2,700,000 people who have lost their Jobs as a 
result of the drop in construction and its 
ripple and multiplier effect throughout the 
economy. The proposed assisted housing con­
struction will provide an average of 2,400,000 
ifull-time Jobs a year during a two-year 
period. This includes not only construction, 
supplier industries and transportation, but 
also the ripple and multiplier effect in the 
economy. It wlll also increase national pro­
duction by $70 billion a year during a two­
year period. 

We must take actions which will inspire 
confidence. Lack of confidence is due to the 
fact that people are afraid of their economic 
future. Confidence can be restored by putting 
people back to work and stimulating produc­
tion in the economy. The programs we are 
advocating will accomplish this. With addi· 
tional housing construction to help restore 
the health of our economy and increase em­
ployment, the confidence of people will be 
restored so that they wm buy and rent hous­
ing produced at charges they can afford. 
They will also resume normal purcha.ses of 
other products of American industry. 

Since World War II housing has been the 
crucial industry which has led an economic 
recovery from every recession. Through the 
programs we are recommending, housing can 
again lead to an economic recovery. In con­
trast, the 1na.dequate housing programs pro­
posed. by the President will lead to a reces­
sion for years as protected In the President's 
economic report to Congress. 

Footnotes at end of article. 

The housing industry has demonstrated its 
capacity to meet our housing goals· when the 
Federal Government was committed to that 
objective and when it provided necessary 
housing assistance. For the two years before 
1973, more than 2,000,000 units were pro­
duced annually and the scale of production 
was increasing so that our annualized hous­
ing goal would have been met. However, in 
1973 the Administration changed its policies 
and abandoned its commitment to housing, 
which was no longer regarded as one of the 
Nation's priorities. In our current emergency, 
the time has come when the Federal Gov­
ernment must again recognize that housing 
is a top priority, and provide the assistance 
necessary to meet our housing goals. We rec­
ommend that the Congress enact legisla­
tion with a mandate to the Executive 
Branch to afford housing the top priority it 
needs and to provide all of the assistance 
necessary to meet our housing goals. 

It is necessary to have adequate authoriza­
tions which will not only achieve a volume 
of housing construction this year, but also 
in future years. The pipelines on multifamily 
housing should soon be exhausted by use of 
Operation Push-Out which we recommend. 
Those pipelines need to be refilled with 
multifamily housing projects, as it take& 
many months to achieve construction starts 
on newly initiated multifamily housing. 

The restoration of economic activity 
through increased housing production will 
increase Federal tax revenues and reduce 
unemployment expenditures. Accordingly, it 
is sound public policy to spend money for 
housing assistance and other measures which 
will increase housing production and create 
jobs. The money spent to stimulate housing 
construction should not be viewed as an 
added burden to the Federal budget when it 
has the effect of reducing the burden for 
high unemployment insurance benefits in the 
budget. Moreover, the stimulation of the 
economy through increased housing con­
struction will further offset spending for 
housing assistance through increases in Fed­
eral tax revenues.~ 
ASSISTED HOUSING TO MEET URGENT NEEDS, 

STIMULATE CONSTRUCTION AND CREATE 
JOBS 6 

II. Operation push-out to achieve prompt 
starts on 300,000 units of assisted housing 
in HUD pipeline wtth availa.ble tunas 
HUD can get a quick start on construction 

this year of almost 300,000 units of assisted 
housing by reviving the Operation Push-Out 
program which was used successfully in 
1971. These housing projects are already in 
the HUD pipeline and have funds available 
under assisted programs. There is a long 
neglected need for this housing among fami­
lies of low and moderate incomes who will 
be able to afford the monthly charges 
achieved through Federal assistance. These 
300,000 units will provide 600,000 full-time 
jobs for a year. They will also increase na­
tional production by $16 blllion and Federal 
tax revenues by $3.6 billion. 

Many of these projects have been in proc­
ess for over a year and have completed en­
vironmental and other clearances, so they 
can be started quickly under a revived Op­
eration Push-OUt. In contrast, the new and 
untried housing assistance program under 
Section 8 wlll take a long time before any 
substantial volume of projects can reach the 
construction stage--if ever, under the pro­
gram as it has been structured by HUD. 
There is a cumbersome procedure involving 
advertisements for proposals, clearances 
with local governments, preparation of ap­
plications and processing them, together 
with many unworkable requirements.s 

The attached table, Exhibit "A", shows the 
number of units in the HUD pipeline under 
each of the assisted programs. If HOD con­
tinues its present slow processing which 

often takes two years for the issuance of a 
commitment, construction on most of these 
units will be delayed until next year or even 
later, as shown by this table. HUD doesn't 
even project the start of 120,000 of the units 
until after Fiscal Year 19761 Under Opera­
tion Push-Out, virtually all of these units 
could be started this year-many of them in 
Spring and early Summer. 

Operation Push-Out should be used again 
to provide e~penditious processsing and cut 
red tape on these projects in the HUD pipe­
line. HUD should give top priority to getting 
these units under construction at the ear­
liest possible date, with a target that all of 
them should start this year. While ad­
mittedly insurance companies and other pri­
vate lenders do not have some of the process­
ing requirements of a government agency. it 
is significant that they are able to issue 
commitments and get housing started 
within a couple of months. In 1971 when 
HUD utilized Operation Push-OUt, they were 
able to get commitments issued quickly and 
achieve a high volume of housing starts on 
multifamily projects. This will be more 
readily achieveable on the projects which 
have been in the HUD pipeline for a long 
time and need an extra push to get con­
struction started. 

Housing start targets should be established 
for every project in the pipeline, with weekly 
progress reports required on them. Special 
task forces should be sent from Washington 
to HUD offices to assure that these targets 
are met. There should be reassignments and 
additions to the production staff to get the 
job done. Some of the experienced personnel 
who have retired should be called back to 
service during this critical period. Congress 
should promptly appropriate additional 
funds to expand HUD's production staff to 
push housing starts. 

Operation Push-Out is the fastest way to 
get a quick start of construction on the fol­
lowing units in the HUD pipeline with 
available funds under assisted programs: 

Units 
Section 236---------------------- 124, 1666 
Low rent P1lbllc housing ___________ 121, 147 
Rent Supplements________________ 27, 603 
Section 235----------------------- 18, 300 

Total ---------------------- 291,216 
III. Additional authorization ana releases of 

impoundments to produce 540,000 aaai­
tionaZ assisted units under section 235 
236, public ana turnkey housing ' 
The Administration is relying only upon 

a. new and untried subsidized housing pro­
gram to serve those of lower incomes. This is 
the new Section 8 program authorized by 
the Housing and Community Development 
Act of 1974 ("1974 Housing Act"). There are 
grave questions whether this program will be 
workable or effective in the form in which it 
is being offere'd by the Administration. We 
note that the estimated annual subsidy cost 
per unit pursuant to the new Section 8 pro­
gram is much greater than the annual sub­
sidy cost per unit under the Section 236 and 
235 programs. This Is difficult to reconclle 
with one of HUD's justifications for the 
suspension of the Section 236 and 235 pro­
grams, i.e., alleged excessive cost. 

Experience shows that new housing pro .. 
grams take a long time to get started and 
accepted, even when the programs are well 
conceived, with built-in incentives to attract 
developers, sponsors and lenders. Since many 
of these characteristics are lacking in the 
Section 8 program as offered in HUD's regu­
lations. it may take more than a year before 
we will know whether the program will 
t81Ch1eve any significant volum& of produc­
tion. During this time, it will be necessary to 
make modifications 1n the program to try 
and make it more attractive and acceptable 
1io developers, sponsors and lenders. 

Under these circumstances, complete re-
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uance on the Section 8 program as the only 
subsidized program will not serve the public 
interest, nor will it a-ssure meeting the urgent 
needs for housing and for a stimulation of 
the economy and homebuilding. 

It is necessary that the Federal Govern­
ment take emergency act ion to meet the 
current emergency in housing and the econ­
omy. Production in Federally assisted and 
other housing programs must be increased 
to relieve unemployment and meet urgent 
housing needs. Legislation should be passed 
to rescind the impoundments made by for­
mer President Nixon in January of 1973 
when all assisted housing programs were 
suspended. It is two years since the im­
poundments were announced and HUD has 
not yet put any alternative program into 
successful operation. 

It is imperative that all impounded funds 
be released now and that all existing pro­
grams be reinstituted immediately to pro­
vide Federal assistance for those of low and 
moderate incomes. Congress should mandate 
the use of all of these programs. Since these 
programs have been tried and tested, they 
can work quickly. The problems that arose 
in Section 236 and other assisted projects 
were not due to program weaknesses but to 
maladminlstmtion, as documented elsewhere 
in these Resolutions.7 These include HUD's 
!allure to take necessary and timely actions 
on rent increases, operating subsidies, mort­
gage increases and other matters to assure 
the continued viability of multlfiamily proj­
ects. Financial difficulties were also due to 
energy cost increases and infiation, rather 
than mismanagement or miscalculations on 
some 236 projects. It is imperative that ac­
tion be taken to achieve effective and ex­
peditious HUD administration of housing 
laws and a sense of urgency to get prompt 
housing starts.• 

All existing authorizations under these 
pl'ograms should be utilized immediately 
and additional authorizations should be 
provided. We need these programs to get 
housing started during the transition~! pe­
riod until it is determined whether the new 
Section 8 program has been effective in 
achieving the necessary volume of subsidized 
housing for persons of low and moderate 
incomes and in reaching those persons at 
charges they can afford. We call upon the 
President and the Congress to take all ac­
tions necessary to put into full-scale opera­
tion immediately all available programs to 
assist in the construction of housing for 
low, moderate and middle-income families. 

We urge the following actions to get 
housing started under existing programs 
dming the transitional period before it can 
be determined whether the new Section 8 
program can achieve the necessary volume 
of housing starts: 
A. Additional authorizations and other 

funds for the public housing and turnkey 
prognuns . 
We recommend that $450 million in annual 

contribution authority be made available 
tor the development of traditional public 
housing, including turnkey projects. This 
should provide at least 200,000 additional 
units of such housing for persons of low 
income. There 1s a particularly urgent need 
for a large number of these public housing 
units for the elderly under the popular turn­
key program. 

We recommend that this annual contribu­
tion authority be reallocated from Section 
8 to the traditioiU).l public housing and tum­
key program. Since the President•s budget in­
dicates that HUD wlll not meet its original 
projected hou&tng goals under section 8, 
the reallocation of $450 million in annual 
contribution authority will get a quicker 
start on 200,000 additional public housing 
units for tile elderly and others. In view 

Footnotes at end of article. 

of the fact that no one knows whether ,and 
to what extent the Section 8 program will 
work, it is necessary to utilize the public 
housing and turnkey programs which have 
been tried and tested. We recommend an 
additional legislative authorization of $450 
million in annual contribution authority to 
restore to the Section 8 program the amount 
reallocated. 

The 1974 Housing Act earmarked part of 
the additional authorization for public hous­
ing to be used for additional traditional pub­
lic housing and turnkey projects, but HUD 
does not intend to use the funds for this 
purpose. The President's budget makes it 
clear that 6,000 units for the Indians wlll 
be the only additional public housing in 
the coming fiscal year. This confirms the 
need for the $450 mllllon allocation of an­
nual contribution authority for traditional 
public housing and turnkey projects. 

The provisions in the 1974 Housing Act 
instituted safeguards and improvements in 
the public housing program which would 
avoid past difficulties. These provisions will 
help to assure the financial stablllty of pub­
lic housing projects. In the future, there w1ll 
be a broader distribution of the income 
groups who are served, which will create bet­
ter communities. Low-income tenants Will 

· be required to pay a minimum rent. Also, 
when tenants receive welfare .assistance des­
ignated for housing, they will be required to 
pay a rental equal to the full amount of 
the housing assistance received. 

Besides the measures taken in the 1974 
Housing Act to increase income from publlc 
housing, it must be recognized that an ade­
quate continuing amount of operating sub­
sidies is necessary for the proper operation 
and maintenance of public housing. The 
President's budget recommends $525 million 
for operating subsidies in public housing for 
FY 1976 which 1s the minimum amount to 
meet the need. 

We reject the HUD interpretation of Sec­
tion 9, Title n, of the 1974 Act, which ad­
vances a prototype program, with a perform­
ance-funding formula, for the allocation of 
operating subsidies for public housing. It 
should be replaced by the Secretary's allo­
cation of operating subsidies in conformance 
with the law, "taking into account the 
character and location of the project and 
characteristics of the families served". Fur­
ther, HUD should consistently comply With 
its funding and operating budget obligations 
as defined in existing annual contributions 
contracts. Congress should direct the Secre­
tary to make periodic reports to the Congress 
on HUD's compliance with these obligations. 
Lawsuits against HUD may be necessary to 
compel it to fulfill its statutory and con­
tractual obligations on this and other mat­
ters covered in these Resolutions. If neces- . 
sary, the National Housing Conference should 
initiate or support appropriate action In the 
courts to assure that au available programs 
are carried out to assist in the construction 
and operation o! housing for low, moderate 
and middle-income fam.llles. 
B. Additional Legislative Authority for As­

sisted Private Housing Under Section 236 
We recommend an acJditional legislative 

. authorization of $150 million as contract 
authority for interest reductions under Sec­
tion 236. There 1s an unused existing $75 
million legislative authorization which has 
not yet been approved in an appropriation 
act for use. We urge approval 1n an appro­
priation act of the use of these authoriza­
tions totalling $225 mllllon. 

This should provide 100,()()() additional 
units o! multifamily housing under Section 
236 for low and moderate Income persons in 
rental or cooperative housing, with 20 per­
cent of the units for famllles of very low 
incomes below 50 percent o! the median. 
Congress must mandate the use of these 
funds by HUD to assure their use. It should 

also mandate the expedl tlous processing of 
the 236 projects in the pipeline which now 
have funds allocated to them.e 

The 1974 Housing Act contains a specifi.c 
authorization for the use of authorizations 
under the section 236 program along with a 
time extension to permit such use. We rec­
ommend a recision of the limltation in 
Congressional committee reports that alloca­
tions for new projects under Section 236 be 
delayed until it is proven that the Section 8 
program will not meet the housing need in 
the area. It may take more than a year to 
determine this. In the current emergency, 
we cannot afford to delay further allocations 
for new projects under Section 236 while the 
new section 8 program is being tried. 

The 1974 Housing Act instituted safeguards 
and improvements in the Section 236 pro­
gram wbich would avoid program difficulties. 
We believe that the flna.ncla.l difficulty ex­
perienced by some eXisting 236 developments 
is a result of lnfiation and energy cost in­
creases and not mismanagement or miscalcu­
lation. Most financial ditficulties are due to 
BUD's failure to take necessary and timely 
actions on rent increases, operating sub­
sidles and other matters to assure the con­
tinued viablllty of multifamily projects.1o 
These problems can be solved by HUD's 
adoption of the following recommendations: 

(a) Rental increases should be approved 
to the extent necessary to make the projects 
viable.11 

(b) The 1974 Housing Act provides for 
necessary adjustments in the subsidies to 
meet increases in real estate taxes and utlllty 
costs to the extent that the residents cannot 
a.trord to pay them. Congress must mandate 
the use of this authority to help assure the 
financial stablllty of Section 236 projects.u 

(c) The Section 236 admission limits 
should be raised so that needy families-who 
do not qualify under current income llmlts 
which are too restrictive--can occupy units 
and still get a partial subsidy. The 1974 
Housing Act requires the projects to serve 
a. reasonable range of income groups, in­
cluding both low and moderate income fam­
ilies. This would serve to decrease the total 
subsidy per unit in the existing 236 projects 
and also would promote economic integra­
tion.13 Families now are having an increas­
ingly hard time finding housing if they are 
a little bit above the current income limits. 
This recommendation would help to meet 
the needs o! such families. 

(d) Section 8 subsidy assistance should be 
made available to meet the difference be· 
tween 25 percent of family income and the 
new rent. For these projects the Section 8 in­
come limlts should be raised so that they are 
at least four times the fair market rent. 
C. Release of Impounded Contract Authority 

for Home Ownership Assistance Under Sec­
tion 235 
There 1s still an impoundment under Sec­

tion 235 of almost $280 million in annual 
contract authority for home ownership as­
sistance under Section 235. Congress should 
mandate the use of these funds which would 
produce 240,000 additional units for home 
ownership by lower income families. 

The 1974 Housing Act contains a specifi.a 
authorization for the use of these funds for 
home ownership assistance for lower income 
fa.mllles. The President subsequently asked 
Congress to defer the use of any of this 
money. We recommend that the President's 
request be denied and that HUD be required 
to allocate the available funds and get the 
houses built. We urge the enactment of S. 
Res. 61 disapproving the proposed deferral of 
budget authority to carry out the home own­
ership assistance program under Section 235. 
This Resolution was introduced by Chairman 
John Sparkman ot the SUbcommittee on 
Housing and Urban A1!a1rs for himself and 
Senators Brooke, Hathaway, Humphrey, 
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Javits, Mathias, Percy, Proxmlre, Stevenson 
and Williams. 

D. CONCLUSION 

The 1974 Housing Act continued existing 
programs under public housing and under 
Sections 235 and 236 and rent supplements. 
It is imperative that these be utilized during 
the current emergency in housing and the 
deep recession in our economy. All impounded 
funds should be released and the recom­
mended additional authorizations should be 
enacted promptly. Congress should extend 
for two more years the time during which 
contract authority may be used to assist Sec­
tion 235 home ownership and Section 236 
multifamily housing. The law should man­
date the use of these funds by HOD and the 
prompt start of construction of projects 
which already have funds allocated to them. 
A total of 540,000 units of housing could be 
started under these 3 existing programs, be­
sides the 300,000 units already in the pipe­
line. This housing is urgently needed by those 
of lower incomes who are sufi'ering serious 
hardships. It would also relieve unemploy­
ment and stimulate the economy. 

In HUD's budget last year, it estimated 
206,700 units of reservations for subsidized 
housing for Fiscal Year 1974. In this year's 
budget, the actual number of reservations 
shown is only 38,147 units for Fiscal Year 
1974. That is some shortfall! It is against this 
background and the continued ineffective op­
erations of HUD that we have grave skep­
ticism concerning HUD's projections of al­
locations of 200,000 units and 55,000 starts 
by June 30 of this year under the new and 
untried Section 8 program. We have similar 
doubts concerning HUD's ability to achieve 
reservations of 400,000 units and starts of 
140,000 units under Section 8 during Fiscal 
Year 1976. 

In the following sections of this Report, 
we are recommending necessary actions under 
other existing programs to provide housing 
for the elderly and the handicapped and 
housing in rural areas, particularly for per­
sons of lower incomes. In later sections of 
this Report, we are recommending additional 
emergency housing programs which-to­
gether with those described above-wlll en­
able the achievement of our revised annual 
goal of 1,200,000 units a year for persons of 
low and moderate incomes and for middle­
income famiUes who have been priced out 
of the market due to current high interest 
and housing costs.u 
IV. Section 202 should be fully implemented 

to provide 40,000 additional dwellings jot 
the elderly and handicapped 
Direct loans should be made under Sec­

tion 202, together with assistance under sec­
tion 8. which should provide over 40,000 units 
of housing for the elderly and handicapped. 
The 1974 Housing Act amended the Section 
202 program to provide housing for the el­
derly and handicapped through an authoriza­
tion of $800 million of Treasury advances for 
loan purposes. These loans are to be made 
at an interest rate equal to the T.reasury's 
borrowing cost, plus a surcharge to cover 
administrative expenses and anticipated 
losses. Such financing will make it possible 
to serve the elderly who are unable to pay 
the current higher interest costs. The 1974 
Housing Act provides that borrowings and 
loans under Section 202 shall not be included 
1n the Federal Budget. 

The Section 202 program should be used in 
tandem with Section 8 to serve those of low 
and moderate incomes. We agree with HUD 
that Section 8 housing assistance should be 
provided for some or all of the units in any 
project approved under Section 202. Through 
such housing assistance, the monthly hous­
ing costs will be reduced to an amount which 
will be within the financial reach of the 
elderly and the handicapped in the lower-
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income group. Each project is to serve both 
low and moderate income families in an eco­
nomic mix which is appropriate for the area 
and for the viable operation of the project. 

The Administration has taken the first 
step toward the use of Section 202 loans 
in conjunction wtih Section 8 housing as­
sistance. The Section 8 program will provide 
assistance to lower the monthly charges when 
needed to serve the elderly and handicapped 
who are among those most deserving and 1n 
need of Federal housing assistance. 

However, HUD plans to provide only con­
struction financing under Section 202. We 
recommend that the funds be used not only 
for construction financing, but also for the 
permanent financing authorized by the 1974 
Housing Act. This is necessary to provide 
permanent financing at the lower interest 
rates intended under Section 202. It is also 
necessary to assure that sponsors of such 
projects will be able to get permanent financ­
ing in the amounts required to develop those 
projects. 

We recommend that the competitive bid­
ding requirements in the earlier Section 202 
program be eliminated or substantially modi­
fied. This requirement serves to discourage 
potential developers 111 because of the high 
front-end costs and risks which must be 
undertaken in initiating projects and obtain­
ing final determinations by HUD. The turn­
key or negotiated bid approaches should be 
authorized, as they have been most success­
ful in public housing and cooperatives. 

Instead of HOD's program to use only $215 
Inillion for the Section 202 program, we urge 
the use of the full $800 million authorized in 
the 1974 Housing Act, together with the $155 
milllon of uncommitted funds previously 
available under Section 202. To enable the 
full use of these authorized funds, it will be 
necessary to obtain approval in an appropri­
ation act of an increase in the limits of HOD's 
lending authority equal to the full amount of 
the legislative authorization under Section 
202. We recommend such action. 

To better enable nonprofit and cooperative 
corporations to participate in the Section 202 
programs, it is necessary to revive the pro­
grams for technical assistance and seed capi­
tal loans under Sections 106(a) and 106(b). 
These programs were suspended as part of 
former President Nixon's moratorium. They 
should now be revived. 
v. Rural housing authoriZations in the 1974 

Housing Act should be fully used and 
implemented 
Assistance under the rural housing pro­

grams should provide-primarily in new con­
struction-at least 50,000 assisted units for 
those of lower incomes and 50,000 unsubsi­
dized units with FmHA's insured mortgage fi­
nancing. This is in addition to whatever 
housing can be produced with assistance un­
der Section 8. Rural housing has become in­
creasingly important to meet urgent needs 
and stimulate the national economy. There 
has been a change in the migration of fami­
lies so that now more families are moving 
from the cities to the non-metropolitan areas 
than those moving from rural areas to the 
cities. There Is also an increased economic 
development of rural areas as more workers 
are moving to job opportunities in small 
towns and rural communities. 

To meet these increasing needs, the 1974 
Housing Act made a number of importan~ 
and progressive changes in the housing pro­
grams of the Farmers' Home Administration 
("FmHA"). These included raising the serv­
ice area to communities with a population 
of up to 20,000 which are outside of SMSA's, 
a technical assistance grant program, ex­
panded research authority, and an improved 
housing rehabilitation loan program. Most 
importantly, it includes a rent supplement 
program for use with the rural rental and 
farmworkers housing programs of the FmHA. 

These leg1slat1ve changes have brought 
programs to rural areas which were long 

available to urban America. Unfortunately, 
the Administration has decided not to im­
plement and carry out these laws. The Pres­
ident's budget drops the farmworkers hous­
ing program of grants and loans. It also 
drops the technical assistance grants for 
self-help housing. FmHA is refusing to im­
plement the rent supplement program for 
rural areas. HUD is strangling the traditional 
public housing program. All of this means 
that there will be no program to serve rural 
low-income people despite the provisions in 
the 1974 Housing Act. Congress must man­
date the use of the rural housing programs 
in the 1974 Housing Act to assure that hous­
ing is provided for low-income people in ru• 
ral areas. 

Legislative goals for 1975, consequently, 
must be both long and short term. The 
changes wrought in the 1974 Housing Act 
have to be seen in the context of both goals. 
The benefits gained for rural areas are a ma­
jor step toward the broader changes needed 
to eradicate substandard housing in rural 
America. 

In the short term, we must see that the 
rural housing programs made available in 
the 1974 Housing Act are implemented im­
mediately and that this is done as intended 
by the Congress. We recommend the funding 
of the previously legislated grant programs 
for housing rehabllitation and the fulfill­
ment of the Rural Development Act. We also 
recommend legislation which will prevent 
massive foreclosures on homes resulting from 
the ravages of the present economic reces­
sion. 

The proper administration of the FmHA 
housing programs has become an increasing 
concern. Recent oversight hearings have ex­
posed situations of FmHA starr shortages, 
program overloading and unqualified person­
nel. In order to overcome these deficiencies, 
we recommend proper funding levels for sal­
ary and expenses, including restoration of 
the travel funds. The recent cut in FmHA 
travel is causing havoc With its housing pro­
gram which depends upon direct services in 
widely dispersed areas and wlll prove counter­
productive by deepening the economic crisis 
in rural areas. 

Rural areas still face high levels of poverty, 
institutional-housing-delivery weaknesses, 
and market aggregation problems. In the 
long run, new ways of dealing with these 
different problems must be examined by 
Congress. During the last session, the Emer­
gency Rural Housing Act was introduced and 
assigned to the housing subcommittees as 
s. 2582 and H.R. 10920. However, major fea­
tures of the Bills did not receive the full 
hearing and examination that they deserved. 
We recommend legislation providing for a 
comprehensive rural delivery system and 
more reallstic subsidies. 

A new look at the operation of the FmHA 
is in order. Because of the importance of 
housing and community development in 
rural America, consideration should be given 
to making the FmHA a major division of the 
Department of Agriculture and separating 
its farm-related activity from its housing 
and community development functions. 

Under the 1974 Housing Act, the major 
subsidy intended to serve the lowest income 
population is Section 8 leasing, of which 25 
percent has been allocated to non-metro­
politan areas. The efrectiveness of this pro­
gram in serving poor rural Americans should 
receive early oversight review by the housing 
subcommittees of the Congress. 

In the face of mounting inflation, need 
and unemployment, we recommend that the 
authorization level for the Rural Housing 
Insurance Fund-which covers the home 
ownership and rental programs o! FmHA­
should be increased from its present $2.2 
b11lion level to $2.9 b1llion. Appropriations 
for farmworker housing should be raised 
from the present $5 million to $18 mUlion 
to approximate the current authorization 
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level. We recommend necessary increases in 
appropriations for the additional staff re­
quired for FmHA to do the job that must be 
done by it; also, necessary action to im­
prove and expedite its administration. 
VI. Section 8 Program should be adminis­

tered and modified to try to make it work­
able and acceptable 
we do not approve or support the action of 

the Administration in placing complete re­
liance on the Housing Assistance Program 
under Section 8 of the United States Hous­
ing Act as contained in the 1974 Housing 
Act. All of the major interest groups ha~e 
expressed grave concern about the bas1c 
workability of the Section 8 program. This 
includes home builders, private developers, 
housing authorities, state agencies, sponso~s 
and lenders. Nevertheless, we urge that this 
program be fully implemented and tried, to 
determine whether it can become workable 
and effective. As stated above, during a 
transitional period-which will extend at 
least through FY 1976-until we can de­
termine whether the Section 8 program will 
be effective in achieving the necessary vol­
ume of subsidized housing, we recommend 
that other existing programs be available. 
The Section 8 program should be only one 
of the alternate available programs. Past ex­
perience shows that it takes at least a year 
to get a new multifamily program started, 
even when it is structured to make it work­
able and acceptable. 

As to the President's budget, it estimates 
that not more than 200,000 units will be 
allocated in FY 1975 of the available au­
thority for 400,000 units. The unused au­
thorization for the other 200,000 units would 
be carried forward to FY 1976 when there is 
an estimated allocation of 400,000 units. An 
additional annual contribution authoriza­
tion wm be requested by HOD in 1975 to 
cover 200,000 additional units rather than 
400,000 units for the previous year, as pro­
vided in the 1974 Housing Act. Since the 
budget indicates that HOD will not meet its 
original projected housing goals under Sec­
tion 8, we have recommended above that 
HUD be required to divert half of the Sec­
tion 8 money--$900 million of which has been 
distributed for allocation-to traditional 
public housing and turnkey programs. How­
ever, we recommend an additional author­
ization of $450 million in annual contribu­
tion authority to restore to the Section 8 
program the proposed amount to be reallo­
cated to traditional publlc housing and 
turnkey programs. This amount should be 
added to the amount requested for Section 
8 in the President's budget for FY 1976. 

The Secretary of HUD should follow the 
concept embodied in Title XVI of the 1968 
Housing Act and establish a production goal 
for all Section 8 housing by the categories 
of new, rehabilitated, state housing and 
existing housing. These goals should be de­
fined in terms of units to be started na­
tionally and by each insuring office and 
should also prescribe target dates for achiev­
ing the identified goals. HUD should make 
a quarterly report to Congress concern~g 
the rate of starts achieved as compared With 
the prescribed target dates; also, the annual 
cost per unit of the subsidy assistance. 

In publishing regulations to implement 
the Section 8 program, HUD has failed to 
fully utilize the authority granted to it. It 
has imposed many restrictions and limita­
tions which tend to make the program even 
less attractive than those under the law it­
self. If a larger volume of housing is to be 
constructed with assistance under Section 8, 
we recommend that these additional admin­
istrative restrictions be removed and that 
the regulations carry out the intent of the 
1974 Housing Act. Illustrative of necessary 
changes 1n regulations and administrative 
policies are the following: 

(a) The 1974 Housing Act provides that 
families should pay between 15 and 25 per­
cent of their gross income for their housing 
costs. The HUD Regulations only apply the 
15 percent requirement to "very large or 
very poor famllles" or famllles with excep­
tional medical or other expenses. All other 
families must pay 25 percent of their gross 
income for their portion of rent. The HUD 
Regulations should utilize more than the 
lowest extreme of the Congressional income 
range. 

We recommend that elderly families whose 
incomes are 50 percent below the median 
should also pay only 15 percent of their 
gross income for housing costs. We further 
recommend that all other families pay 20 
percent since this relates to gross income. 
This will be more fair to families and better 
assure their ability to pay, particularly dur­
ing this period of deep recession. 

(b) The 1974 Housing Act provides that 
the amount of the subsidy should be ad­
justed annually with interim revisions as 
market conditions vary. The Congressional 
intent was to make frequent adjustments in 
the subsidy to reflect variances in the actual 
and necessary expenses of owning and main­
taining units which have resulted from sub­
stantial general increases in real estate taxes, 
utility rates or similar costs. The Regula­
tions restrictively define "similar costs" to 
mean only costs regulated by an administra­
tive body. The law makes no such restric­
tion and neither should the Regulations. 

(c) The 1974 Housing Act provides that 
subsidy payments can be made for a 60-day 
period when there are vacancies either dur­
ing rent-up or during the term of the sub­
sidy contract. The Regulations, however, ar­
bitrarily llmit their payments to 80 percent. 
The figure should be raised to 100 percent 
to owners who are acting in good faith to fill 
the vacancies. 

(d) The 1974 Housing Act requires that 
30 percent of the families must be in the 
very low income category on a national basis. 
The Regulations require that this be done on 
a project-by-project basis at initial occu­
pancy. While we approve economic integra­
tion in all assisted housing projects, this 
regulation is unduly restrictive in requiring 
30 percent of very low income families in 
every project, because this does not allow 
enough flexibility in administering the 
program. 

(e) Fair market rents and rent increases 
should reflect reallstic local market condi­
tions by taking into account new construc­
tion costs, the prevailing tax structure, 
Davis-Bacon prevailing-wage requirements, 
as wen as probable increased costs due to 
compliance with Federal regulations and re­
quirements. All too often in the past HOD 
has relied on faulty data. As a result, pro­
grams have been ineffective and have not 
been administered in a way that COngress 
intended. There is a need for a. better mecha­
nism 1n establishing fair market rents for 
new and existing housing. In each housing 
market area, there should be a joint commit­
tee of housing industry groups, including 
participants from the public, quasi-public 
and private sector as well as the HUD Area 
Office representatives.1e 

(f) Since income limits are based on a 
percentage of the median income in an area. 
it is important to assure that HUD's median­
income determinations accurately reflect the 
facts and are workable. Frequent re-deter­
minations should be made to enable upward 
adjustments and keep the limits current at 
all times, particularly during these periods of 
rising wages and costs of living. 

(g) The Regulations provide that the in­
itial contract rents may exceed the fair mar­
ket rents by up to 10 percent lf the HUD 
field office director determines such higher 

Footnotes at end of article. 

rents are reasonable and are necessary to 
implement the local housing assistance plan. 
Traditional practice under the Section 23 
leasing program, as well as the language of 
the 1974 Housing Act, imply that the 10 per­
cent excess should be available without re­
quiring approval or specific conditions. The 
10 percent should be available upon the cer­
tification of the owner, particularly in View of 
the fact that special costs of administration 
and management will result in costs for Sec­
tion 8 developments that exceed those of the 
comparable units used in determining the 
fair market rents. 

(h) The Regulations' requirement that 
there be compliance with HUD minimum 
property standards should be changed to re­
quire such compliance-<m non-FHA in­
sured financing-only in localities where a 
modern, recognized building code is not 
enforced. 

(i) HUD Regulations should permit "one­
step HUD processing" in order to make the 
use of BUD-insured financing more prac­
ticable in tandem with the Section 8 subsidy. 

(J) Our primary concern relates to the 
availability of financing for the development 
of projects to be assisted under Section 8. 
We recommend that the following actions be 
taken by HUD to assure the availabllity of 
financing: 

( 1) In the case of loans by state and local 
agencies where a 40-year term of assistance 
payments is permitted, HUD should make it 
clear that the loans will be for the 40-year 
period contemplated in the 1974 Housing 
Act. Under proposed regulations, HUD has 
reserved the right to allow shorter periods 
of assistance payments. This jeopardizes the 
ability of state agencies to obtain the funds 
and make the loans. The involved state or 
local agency should have the option of 
renewing the assistance contract up to the 
full term maximum of forty years, which is 
the required period for :financing to achieve 
fair market rentals approved by HUD. 

( 2) In the case of mortgages to be insured 
by FHA, it is necessary that HUD insure 
loans for a 40-year perioo even though the 
assistance contract is limited to 20 years. 
It would not be feasible to amortize FHA 
insured loans in a shorter period because 
the debt service would be too high to achieve 
the fair market rentals approved by HUD. 
Moreover, in order to make the Section 8 
program attractive and acceptable to de­
velopers, par financing should be available 
through Ginnie Mae (Government National 
Mortgage Association) in the same manner 
as it is now available for 236 projects. We 
reaffirm our recommendation that Section 8 
should be amended to provide the same 40-
yea.r term for assistance payment on proj­
ects not :financed by sta.te or local agencies 
as is provided where the :financing is 
obtained from such agencies. There is the 
same need for such 40-year assistance to 
support 4<1-year financing in all projects 
regardless of the source of the :financing. 

(3) To help assure the availabfllity of 
financing, the contracted amount of assist­
ance should be equal to the amount of debt 
service on the development loan and be 
pledged as security. To the extent that 
excess income is collected from the projects, 
the excess income should be paid to HUD 
and credited against the amount of assistance 
paid and pledged as security for the loan. 
This will involve no greater cost to the Fed­
eral Government, but will effectively utilize 
the assistance contract to achieve financing 
at lower interest rates, Just as llas been done 
with annual contributions in financing 
public housing. 

(4) HUD should issue clarifying instruc­
tions for processing mortgage-insurance ap­
plications by HUD fteld offices which permit 
recognition of Section 8 subsidy payments 
to be received on account of assisted occu­
pants. A project clearly intended for full 
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or partial occupancy by assisted families 
should be processed on that basts and not 
on the hypothetical assumption of non-sub­
sidized occupancy. 

( 5) Other actions should be taken which 
will assure that housing assistance payments 
by HUD are required rather than discretion­
ary when increases are needed in assistance 
payments to meet increases in ut11ity costs, 
real property taxes and other expenses. This 
will conform to the clear intent of the 1974 
Housing Act. 

(k) We urge HUD to assure sufficient fund­
ing for the new construction portion of the 
program by administratively allocating 76 
percent of the available funding for newly 
constructed and substantially rehabilitated 
projects, and the remaining 25 percent for 
existing housing. 

(1) We support HUD's exclusion of Section 
8 housing assistance for mobile homes. They 
fail to provide adequate safety and to meet 
proper standards for family life and a good 
environment. 

(m) In projects which have FHA-insured 
financing, elderly residents are being forced 
to leave because their fixed incomes are in­
adequate to pay increases in monthly 
charges. They should be eligible to receive 
assistance under Section 8 and such as­
sistance to the elderly should not be 
limited to 20 percent of the units in a 
project. 

(n) Many projects have been bunt which 
have renewable contracts for assistance 
under Section 23 to enable them to serve low­
er income families. These contracts should 
be automatically renewed under Section 23 
and necessary funds should be available for 
that purpose. HUD should keep faith in ful­
filling the purposes of projects which were 
initiated in reliance upon such renewals at 
the end of each periodic term. HUD should 
not require the conversion of those contracts 
to Section 8, which may jeopardize their 
renewal if new conditions are attached or 
uncommited Section 8 funds are not avail­
able. Likewise, HUD should not require con­
versions on existing housing from Section 23 
to Section 8, but should continue operations 
under Section 23 on such projects. Thus, on 
a project assisted under Section 23, the local 
housing authority should not be required 
to cancel the lease if a unit becomes unoc­
cupied, but a new tenant should be permit· 
ted to occupy with continued assistance 
under Section 23. Moreover, if an owner can­
cels the lease with the local housing au­
thority, the housing authority should be 
permitted to enter into a new lease with 
someone else and continue Section 23 
assistance. 

In addition to our recommendations of 
the foregoing administrative actions, we rec­
ommend that the 1974 Housing Act be 
amended to correct the flaws and defects 
which become evident in the administration 
of the Section 8 program. Such amendments 
should also cover the recommendations which 
we have made above which are necessary to 
make Section 8 a workable program. To the 
extent that HUD takes such action adminis­
tratively, such amendments will not be neces­
sary. 
VII. Rehabilitation to improve existing hous­

ing, inclucLing section 312 ana public 
housing 

A. Section 312 Program For Rehabilitation 
Should be Extended With Additional Au­
thorizations 
The Section 312 rehabilitation program was 

extended for one year in the 1974 Housing 
Act. Since this program will expire on Au­
gust 22, 1975, we recommend that it be ex­
tended for two years with an additional au­
thorization of $150 million a year. Section 312 
should be contfnued as a separate HUD pro­
gram with a revolving fund.u The mixture 
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of loan funds with grant funds represents 
an obvious distortion in actual assistance 
a community is getting. In addition, a num­
ber of cities in about 20 states are restricted 
from the use of community development 
funding for rehabllltatton loans or grants by 
state law. In these cities, the critical need 
for rehab111tation wtll be blocked or delayed 
indefinitely unless the Section 312 rehabut­
tatton program is continued independent of 
the Community Development Program fund­
ing. 

By providing assistance for rehabllltation 
to people who can't afford to make necessary 
improvements, we can preserve and improve 
the housing stock. This should make it pos­
sible for some of the elderly and others to 
stay in their present housing if it can be 
properly rehabilitated with monthly charges 
that they can afford. 
B. Publlc Housing Should Be Modernized To 

Preserve It 
The President's budget for FY 1976 also 

reflects authority for capital costs for mod­
ernization in public housing of $215 mil· 
lion. This involves annual contribution con­
tract authority of $20 million. This reha­
bllltation program is long overdue to correct 
obsolescence and provide necessary repairs 
and replacements of items that have wom 
out. We recommend, that the amount for suclJ. 
mocLernization be increased, to $350 million 
in each fiscal year until the 1ob Is done. This 
will involve annual contribution contract 
authority of $32 million-an increase of $12 
million above the President's budget. With­
out such adequate funding, publtc housing 
is seriously threatened by deterioration be­
yond a point where it can be saved. 
c. Rehabllltatlon Under Other HUD Programs 

Assistance and financing should be pro­
vided under other HUD programs for reha­
bll1tation to preserve and t.m.prove existing 
housing. This includes assistance and financ­
ing under Sections 236, 221(d) (3), 213, 202 
and Section 8. It also includes financing of 
unassisted housing with FHA insurance un­
der all applicable programs. 
VIII. Assisted housing projects should, en­

courage economic integration to prod'uce 
better communities 
The 1974 Housing Act contains varying pro­

visions on the different programs to achieve 
an economic mix in assisted housing develop­
ments. This 1s recognized as a major means 
of achieving sound and wholesome communi­
ties-not just housing. Unhealthy communi­
ties are often created when developments 
are occupied solely by a stratified low-income 
group with many deprived families who have 
serious soclal problems. A broad range of 
incomes will Include people with upward 
mobll1ty who can provide leadership in devel­
oping good and stable communities. We have 
long advocated this policy of economic in­
tegration in assisted housing. We recommend 
necessary action to help effectuate this ob­
jective. 

As to the public housing program, the 1974 
Housing Act provides that assisted housing 
projects should include famllles with a broad 
range of incomes to avoid concentrations of 
low income and deprived. families with seri­
ous social problems. However. at least 20 
percent of the units In any project are to be 
for very low income families whose incomes 
do not exceed 50 percent of the median in­
come for the area. The Section 8 program also 
contains provisions to promote economically 
mixed housing, with 30 percent of the fam­
ilies to be In the very low Income category 
on a national basis. 

Housing for the elderly under Section 202 
and housing under Section 236 are also to 
serve both low and moderate income famllles 
1n a mix which will have a reasonable range 
in the income levels of residents. Under the 
Section 236 program, 20 percent of the units 
are to be used for very low income families. 

The establishment of realistic and work­
able income llmits will help to achieve eco­
nomic integration. Since income It.m.its are 
based on a percentage of the median income 
in an area, it ts Important to assure that 
HUD's median-income determinations ac­
curately reflect the facts. Moreover, frequent 
re-determinations should be made to enable 
upward adjustments and keep the limits 
current at all times, particularly during these 
periods of rising wages and costs of living. 

In order to achieve the objective of these 
provisions in the 1974 Housing Act to as­
sure a reasonable range in income levels 
within projects, we recommend that 20 per­
cent of the tenants in each project have in­
comes which can go up to the median in­
come in the area. The 1974 Housing Act au­
thorizes the Secretary of HUD to establish 
income limits which are higher than ao 
percent of the median 18 when he finds that 
such variations are necessary because of 
prevailing levels of construction costs, in­
comes or other factors. Since an economic 
mix in housing developments is a key factor 
in achieving better communities, we recom­
mend that HUD adopt this policy. If HUD 
does not do so, we recommend that the 1974 
Housing Act be amended to require that a 
median-income limit apply to 20 percent of 
assisted housing units In the project. 

When the Housing Act was first intro­
duced in previous years, HUD recommended 
the median income as the appropriate in­
come limit due In part to its desire to en­
courage economic integration. By alloWing 
this limit for only 20 percent of the assisted 
units. we can better achieve an economic 
mix while retaining the other 80 percent 
of assisted units for those of lower incomes. 

The proposed amendment Will avoid dis­
criminating against families who are largely 
self-supporting but need some help in ob­
taining decent housing, particularly with 
current high Interest rates and high costs. 
As a matter of equity. housing assistance 
should meet the needs of these families as 
well as those of lower incomes. 

Under the applicable legislative formula, 
assisted families With incomes above 80 per­
cent of the median would pay higher rents 
based upon the prescribed percentage of 
their higher incomes. This Will reduce the 
total expenditures for housing assistance on · 
the project. It wtll also help assure the 
financial stability of projects and the ade­
quacy of project income to meet obliga­
tions during the terms of the financing 
Finally, it will avoid a gap of unfilled hous­
ing needs, particularly in these critical 
times when we need to broaden the market 
for housing to reach those who need some 
help and to stimulate production and em­
ployment. 
IX. A combination of H.R. 29 (as mocLifiecL by 

the committee) and s. 773 should, be en­
acted, to enable 2,000,000 micLcLle-income 
families to achieve home ownership 
Increases in Interest rates and tight money 

have priced most middle-Income families out 
of the market. These prospective home buy­
ers have been ellminated from the market 
because they can no longer a:fi'ord the higher 
monthly charges on the financing available. 

To serve these middle-income families 
whose incomes do not exceed 120 percent of 
the median income for an area, the Emer­
gency Middle-Income Housing Act of 1975, 
H.R. 29. was introduced by Representative 
Hem-y S. Reuss, Chairman of the Committee 
on Banking, Currency and Housing.to This 
Bill would authorize HUD to subsidize the 
interest rate on mortgages of such middle­
income families to reduce that rate to 6 per­
cent. Full assistance payments would be 
made to the famtly for the first three years. 
Half of that amount would be paid for the 
fourth year, with no assistance payments 
thereafter. The Bill provides such assistance 
for single-fMnlly units and units in coopers.-
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tive or oondomindum projects. With a reduc­
tion in interest rates to 6 percent during the 
first few years, this program should finance 
1,000,000 new housing units a year for mid­
dle-income families during a two-year period. 
The eligible income group would be just 
above the moderate-income group served by 
other assisted programs. 

The House Subcommittee on Housing and 
Community Development approved a modi­
fied version of the Reuss Bill. The Subcom­
mittee Bill, H.R. 4485, was introduced by 
Subcommittee Chairman Barrett for himself, 
Chairman Reuss, and 17 other members of 
the Oommittee. The full House Committee 
then approved the Subcommittee Bill, With 
some amendments. 

Instead of a two-year program of 1,000,000 
units a year, the Blll reported by the Com­
mittee authorizes commitments until June 
30, 1976 involving a program of 400,000 
units. The aggregate amount of contracts 
!or interest reduction payments is not to ex­
ceed $300 million per year and the aggregate 
amounts of such contracts are reqUired to 
be approved in appropriation acts. We still 
recommend that the authorization be the 
original figure in the Reuss Bill of 1,000,000 
units a year and that it cover a two-year 
period. otherwise, we support the Committee 
Bill and urge its prompt enactment. 

The interest reduction payment is to 
cover the dtiference between (a) the pay­
ment for principal, interest and any mort­
gage insurance on the mortgage at a market 
rate and (b) the amount of principal and 
interest on the mortage if it were at a 6 
percent interest rate. We are gra.tified th&t 
our recommendation was accepted for a grad­
ual phase-out of the subsidy. For the fourth 
year, 75 percent of the interest reduction 
would be payable, 50 percent for the fifth 
year, 25 percent for the sixth year, and no 
assistance thereafter. 

As an alternative to the interest reduction 
.program, the Committee bill makes the 
Tandem Plan available through Ginnie Mae 
for the purchase at par of mortgages bear­
ing an interest rate of 7 percent. In such 
cases, the homeowner will be assured of the 
7 percent interest rate for the term of mort­
gage. Ginnie Mae is authorized to purchase 
fiUCh 7 percent mortgages in an amount not 
to exceed $12 billion. Ginnie Mae is further 
authorized to guarantee securities based on 
pools of mortgages purchased or assisted 
by Ginnie Mae. There is another alternative 
available which would permit a private len­
der-instead of Ginnie Mae-to buy a mort­
gage at a 7 percent interest rate and receive 
a subsidy payment representing the dtifer­
ence between the principal amount of the 7 
percent mortgage and the amount which 
would be paid for that mortgage if it were 
priced to provide a market yield. 

Under the Bill reported by the Committee, 
there will be a choice avallable to the home 
purchaser of (a) a 7 percent mortgage for 
the whole term or (b) interest reduction 
payments from HUD to achieve a 6 percent 
interest rate for three years, a gradually in­
creasing rate for the next three years and 
the market rate in the mortgage thereafter. 
The reported Bill provides that the appra.ised 
value of a unit eligible for assistance may 
not exceed $3'8,000, or $42,000 in high cost 
areas, and $48,000 in Alaska, Hawaii and 
Guam. Not more than 10 percent of the ag­
gregate mortgage amounts approved in ap­
propriation acts may be allocated with re­
spect to dwelling units with appraised values 
in excess of $38,000. Not more than 25 per .. 
cent of the aggregate mortgage amounts 
approved in appropriation acts may be al­
located for use with respect to new, un­
sold dwelling units, the construction of 
which was commenced prior to the enact­
ment of the Committee bill. 

We approve the emphasis in the Blll on 
dwelling units which will contribute to the 

conservation of land and resources because 
of their location in clusters. However. this 
should not be administered in a way that 
will delay the use of the program. 

Senator William Proxmlre, Chairman of 
the Committee on Banking, Housing and 
Urban Affairs-for himself and Senators 
Humphrey and Randolph-introduced S. 773 
to establish an emergency credit program to 
reduce unemployment and aid middle-In­
come home buyers. This legislation has the 
same objectives as H.R. 29 since it likewise 
provides for mortgages at an effective In­
terest rate of 6 percent for an initial three­
year period with declining assistance for a 
couple of additional years. However, this Bill 
is not limited to a two-year period, but is 
continuing legislation for a permanent pro­
gram. It would come into operation when­
ever the annual housing starts drop below 
1,750,000 and the unemployment rate exceeds 
6 percent for three consecutive months. 
Whenever thes·e rates were restored for a 
three-month consecutive period, the program 
would stop. 

Under S. 773 the mortgage loans would 
be made by normal lending institutions, ex­
cept that the interest rate would be llmited 
to 6 percent and the loan could not carry 
extra discount points or origination charges. 
When the loan was closed, the lender would 
sell the mortgage to HUD but retain the 
servicing. The homeowner would pay the 6 
percent interest for the first three years. 
Then there would be a gradual adjustment 
in the interest rate by increases of not more 
than half of 1 percent at six-month intervals, 
subject to a ceiling rate of 9 percent. The 
houses are not to cost more than $40,000 or. 
in the case of high cost areas, $50,000.-

HUD would re-sell the mortgages to the 
Federal Financing Bank. The Government 
would pay the difference between the cost of 
money to the Treasury and the 6 percent 
rate on the mortgages held by the Federal 
Financing Bank. Since the Treasury's average 
borrowing rate is about 7 percent, the initial 
subsidy would be 1 percent. Chairman Prox­
mire estimates that the annual cost would 
be $300 million for 1,000,000 units or $300 
annually per house based on an average 
house cost of $30,000. 

We also support S. 773, but urge that it be 
amended to make its provisions on coopera­
tive units workable by providing for the 
purchase of the blanket mortgage on a co­
operative project since a cooperative member 
does not have an individual mortgage on his 
unit. This is necessary because the Senate 
Bill relates to the purchase of a mortgage 
with an adjusta,ble 6 percent interest rate, 
rather than an assistance payment to lower 
the interest rate as in H.R. 29. The amend­
ment should provide that the cooperative 
project could not exceed an average price 
attributable to the units in excess of the 
limits established for single-family units. 
We support the provision in s. 773 for the 
establishment of a ceiling on interest rates 
to help assure that home purchasers can af­
ford the mortgage payments when interest 
reduction assistance ends; however, we rec­
ommend that the 9 percent ceiling be low­
ered to the maximum current interest rate 
permitted for FHA and VA mortgages which 
is now 8 percent. 

If the Middle-Income Housing Bill passes 
the House and Senate in different forms, the 
dlfl'erences would be reconciled and deter­
mined in a Conference representing the two 
Houses. There are very good features in both 
Bills which we will recommend for adoption 
in such a Conference. 

Illustrative of a feature we support In 
S. 773 is the provision for a continuing pro­
gram and its activation and de-activation 
based upon the national rate o! unemploy .. 
ment and the annual rate of housing starts. 
However, we recommend that the yardstick 
for the annual rate of housing starts should 

be the 2,600,000 unit goal established in the 
1968 Housing Act. 

The foregoing Bills would make it possible 
for middle-income families to achieve home 
ownership at a time when they are otherwise 
priced out of the market due to the current 
high interest rates and housing costs. Since 
this is an emergency Bill to cover a tempo­
rary critical situation, it is both eqUitable 
and necessary to help families who would 
normally be home owners. 

Because middle-income families can gen­
erally anticipate their incomes to increase, we 
expect that they will be able to carry the 
mortgage without a subsidy after an initial 
six-year period with gradually declining as­
sistance in the last three years. The income 
group to be served will have an upward mo­
bility since most of that group could nor­
mally afford to become homeowners if the 
interest rates and monthly charges were not 
so high in today's market. We strongly sup­
port these Bills with some amendments as 
desc:ibed above. They will provide young 
families particularly With the opportunity 
to buy a home which they sorely need, and 
enable them to start building equities as 
homeowners. 
X. Cost of aclditional assistance programs 

will be offset by bttdget-deflcit redu,ctions 
resulting from additional housing con­
struction 

The amounts of additional annual assist­
ance which we are recommending through 
FY 1976 will total $1.617 billion to supple­
ment the Section 8 authorization in the 
1974 Housing Act. They consist of the 
folloWing: 20 

(a) Increase in the annual contribution 
authority to restore to Section 8 the proposed 
$450 million reallocation from Section 8 to 
traditional public housing and turnkey 
projects $450 million. 

(b) Increase in annual assistance under 
Section 236, which includes an additional 
authorization of $150 million and an exist­
ing authorization of $75 million, both of 
which should be approved in an appropria­
tion act $225 million. 

(c) Release of impounded contract author­
ity for assistance under Section 235 $280 
million. 

(d) Increase in annual contribution au­
thority above the $20 million recommended 
by the President in order to support a $350 
million capital cost of modernization in pub­
lic housing $12 million. 

(e) Annual cost of H.R. 29 to enable 
1,000,000 middle-income families to achieve 
home ownership through a 6 percent interest 
rate for a three-year period and half that 
amount in the fourth year $650 million.lll 

Total amount $1.617 blllion. 
The foregoing does not include the follow­

ing: 22 (i) the authorization of $800 million 
in the 1974 Housing Act under Section 202 
for loans at market interest rates; (ii) the 
annual authorization of $150 million for re­
habilitation of housing under Section 312 
since these are loans; (iii) the subsidy cost 
under the authorizations for the Section 8 
~rogram recommended by tlle President, 
smce the purpose of this table is to show the 
cost of additional programs which we are 
recommending; and (iv) the second-year au­
thorization for FY 1977 in H.R. 29 for $650 
million of additional assistance for the mid­
dle-income homeownership program. Assist­
ance for housing should be viewed as an an­
nual cost in return for the annual benefits 
received in each year by serving those of 
low, moderate and middle incomes. 

The additional assisted housing programs 
which we are recommending will involve 2,-
600,000 units during a two-year period.ZJ This 
will include single-family houses under the 
revived Section 235 and under the new home 
ownership program for middle-income tam-

Footnotes at end of article. 
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rues. It wlll also include multifamily units 
under existing programs to be initiated dur­
ing the transitional period through FY 1976 
until we can determine whether the new and 
untried Section 8 program wlll be effective 
in achieving any substantial volume of con­
struction. 

With our proposed increased authoriza­
tions and with expeditious administration by 
HUD it should be possible to achieve hous­
ing starts on 2,400,000 assisted units during 
FY 1976 and 1977. This wlll include units 
now in the pipeline, as well as the additional 
units which are authorized. At the end of 
FY 1977, there will be some units with pend­
ing applications in the pipeline for future 
housing starts. 

Since past experience shows that it takes 
at least a year to get a new multifamily 
program started, we do not anticipate any 
substantial volume of new construction un­
der Section 8 until FY 1977 even if changes 
are made in that program to make it work­
able and acceptable. To the extent Section 8 
projects are initiated, they will help to as­
sure our projected volume of housing starts 
a.nd to build up the pipeline which is nec­
essary to achieve our annual goal for hous­
ing production. 

Our program of 2,400,000 housing starts 23 

in housing construction will provide 4,800,-
000 man years of work in construction, sup­
plier industries and transportation. This 
would be spread over a two-year period. 
There will be an average of 2,400,000 full­
time jobs a year. This includes not only 
construction, supplier industries and trans­
portation, but also the ripple and multiplier 
effect in the economy. 

With this level of re-employment through 
additional housing construction, it will be 
possible to reduce unemployment to a more 
tolerable level in a revised economy. During 
the week ending February 8, 1975, the budget 
carried the burden of unemployment insur­
ance benefits for 5,960,000 workers. Through 
the proposed additional assisted housing con­
struction, there would be a reduction of more 
than 2,400,000 in the number of workers 
receiving unemployment insurance benefits 
because they will obtain full-time jobs. 

The increase in national production dur­
ing the two-year period will be $140 billion 
as a result of the additional assisted housing 
construction we recommend. This includes 
the multiplier effect throughout the econ­
omy. On an annual basis, this would repre­
sent a 5 percent increase in our Gross Na­
tional Product. This improvement in the 
economy wlll increase the tax revenues by 
more than $16 billion a year for a two-year 
period. 

In contrast to the program which we are 
recommending, the Administration's program 
1s to reduce expenditures for housing which 
wm result in huge budget deficits because it 
continues the depression in housing con­
struction and the deep recession in the econ­
omy. The main elements in causing the cur­
rent budgetary deficits under the Adminis­
tration's program are the added cost of un­
employment relief and the tremendous loss 
in tax revenues. By reducing the cost of un­
employment relief and increasing tax rev­
enues, there will be an improvement in the 
budget which will more than offset the addi­
tional assistance payments for housing. Our 
proposed assisted housing program wtll re­
duce budget deficits rather than add to 
them.JU 
COMMUNITY DEVELOPMENT, URBAN RENEWAL 

AND NEW COMMUNITIES :10 

XI. Community development and its linkage 
to local housing assistance plans 

For community development block grants, 
we recommend an increase of $505 Inilllon 
above the appropriation requested by the 
President for the coming fiscal year. This will 

Footnotes at end of article. 

bring the appropriation to the full amount of 
$2.95 billion which was authorized in the 
1974 Housing Act, plus the amount of last 
year's cut of $55 million below the authori­
zation. 

The President, in his proposed budget, has 
requested $2.5 billion for fiscal year 1976 
community development funds. This is $450 
million less than was authorized by the Con­
gress in the 1974 Housing and Community 
Development Act. We strenuously oppose thiS 
reduction. The full amount of the author­
ization should be appropriated. Even this 
amount is hardly adequate when measured 
against the needs. For almost three years un­
til the current year, there was no funding 
for community development programs. The 
cities are playing "catch-up ball" with funds 
that are now, at most, approximately equal 
to what they were getting five years ago. 

There is a linkage between housing and 
community development under the 1974 
Housing Act, which was passed after four 
years of debate on this and other iSsues. The 
1974 Housing Act provides that no grant 
Ina.Y be made for community development 
unless the application of the local govern­
ment includes the local government's hous­
ing assistance plan. This plan is to specify 
a realistic annual goal for the number of 
dwelling units to be assisted and the types 
of assistance best suited to the needs of lower 
income persons in the community. When 
HUD later receives any application for hous­
ing assistance under any Federal program, 
HUD is required to take actions to assure 
that the application is consistent with the 
local housing assistance plan. 

These requirements provide a new frame­
work to allocate Federal housing assistance 
funds as part of the local community's com­
prehensive planning a.nd community develop­
ment programs. Housing allocations are to 
assist in meeting lower income housing needs 
as described in approved housing assistance 
plans submitted by units of local govern­
ment. A stated objective is to foster the un­
dertaking of housing and community de­
velopment activities in a coordinated and 
mutually ~upportive manner. 

We do not perceive the Community De­
velopment Program authorized in the 1974 
Housing Act as an attempt by the Congress 
to replace certain categorical grant programs 
with an entirely new approach toward deal­
ing with m·ban blight and neighborhood 
preservation. Instead, we see present com­
munity development legislation as a substi­
tute procedural mechanism for the older 
categorical programs, which should eliminate 
bureaucratic red tape and haphazard 
funding. 

The intent of the 1974 Act is that the 
funds made available should be used to elim­
inate slums and blight, prevent deterioration 
in areas where a threat of decline is immi­
nent, and to emphasize particularly assist­
ance to neighborhoods where low and mod­
erate income persons reside. While these 
goals are set forth quite clearly in the re­
ports on the 1974 Housing Act and in the 
record of the debates on the floor of Con­
gress, the regulations which HUD has pro­
mulgated bring about a result which Con­
gress did not intend. 

The impact of the community development 
legislation on local programs will produce a 
shift away from projects to a use of funds 
on a city-wide emphasis. This geographical 
dispersion of resources strongly Inilitates 
against a comprehensive and concentrated 
neighborhood effort and well may contribute 
to diluting the primary purposes of the Act. 

There is a possibility that, if not properly 
interpreted, the Community Development 
Act could create some devastating internal 
community problems which the Congress did 
not intend in its development of the Act. It 
would be unfortunate if it became the sub­
teet of a battle between those who are in need 

of social program assistance and those who 
are in need. of assistance which can only come 
about as a result of physical and housing 
improvement programs. It would be unfor­
tunate if the occupants of deteriorated areas 
had to contend for program funds with those 
who advocate their use for much needed com­
munity-wide public works or recreation 
facilities. 

We, therefore, recommend that, through a 
combination of necessary legislation, techni­
cal amendments and clarification of HUD 
regulations, the Community Development 
Program be structured so as to assure that 
it will address itself to the priority objective~ 
of the 1974 Housing Act. Our specific recom­
mendations are: 

1. A clear mandate to focus on areas where 
there is a need to eliminate or prevent slums 
and blight. 

The regulations should require that all 
eligible activities must relate to solving prob­
lems of people who are in areas in which it 
can be demonstrated that there are a com­
bination of physical, social and economic 
problems which require attention. 

For such areas, HUD should require the 
community to prepare a comprehensive im­
provement plan and to demonstrate that the 
activities proposed in the plan can be carried 
out within a stated period of time. Further, 
the community should be required to analyze 
estimated improvement costs and to estab­
lish that it is reasonable to expect that the 
level of funding required will be available 
during the time frame proposed for carrying 
out the plan. 

For activities that might take place outside 
of specified areas, there should be a clear 
demonstration that they are for the most 
part designed and intended to meet the needs 
of the occupants of the areas where major 
community development activities are taking 
place. 

2. A need to define " ... other commu­
nity development needs have a particular 
urgency .... " 

Under the statute, the Secretary of HCD 
may approve activities which fall within 
this category. The regulations which HUD 
has promulgated give no guidance as to what 
criteria are to be used in making this judg­
ment. In the Congressional debate on the 
Bill, it was clear that the managers of the 
Bill did not intend that this provision be 
used as a catch-all clause to permit any and 
every activity. Yet, as presently written, and 
as interpreted by some HUD staff, it is possi­
ble that a community could use a major 
portion of its funds, for example, for the 
construction of a swimming pool in an afflu­
ent section of town while doing nothin!:: 
about slums in another part of town. Given 
local political problems, a community may 
find it hard to resist such temptations. Clear­
ly, Congress did not intend this and we rec­
ommend regulation changes which would 
preclude this possibility. 

3. A requirement for emphasis on the im­
provement of housing conditions. 

We recognize that communities have multi­
faceted problems and that improvements are 
often needed in the central business district 
or in industrial areas in order to provide jobs 
and stabilize the local tax base. Nevertheless, 
there ought to be a requirement for a bal­
anced program. While HUD should not get 
into the business of setting down detailed 
regulations, some overall guidelines would be 
useful in carrying out the purposes of the 
Act. To this end, we recommend that, where 
the need exists, HUD should take steps neces­
sary to a.ssure that there are adequate funds 
for a balanced development program in each 
community over a three-year period, includ­
ing improvement of residential areas and 
providing sites and infrastructures for low, 
moderate and middle income housing. 

4. A reinforcement of the expressed statu­
tory recognition of the need to provide social 
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services as an integral part of a responsible 
community development program. 

We believe that "human renewal" 1s as 
important as physical improvements. The 
social services must go hand in hand with 
housing for persons of low and moderate in­
comes. the elderly and the handicapped. 
Funds should be ma.de available for such so­
cial services in the housing provided for 
them. Both should be tied together as an 
integral part of a responsible community de­
velopment program. The legislative history 
indicates that Congress felt that a maximum 
of about 20 percent of the Community De­
velopment funds might be used for software 
purposes. except in t he case of Model Cities 
applicants. 

HUD made no ment ion of this in the regu­
lations and there is no indication as yet as 
to what posture, if any, they will take in the 
review of first year applications. 

Locally. the uncertainty of the future o:t 
O.E.O. programs adds to the pressure for use 
of Community Development funds for these 
purposes. There are a whole series of H.E.W. 
programs that are administered in a variety 
of ways. Some work through the State, others 
through counties, others dh·ectly through 
communities or through local nonprofit agen­
cies. It is aliJ.\OSt impossible to ascertain the 
full range or social services programs avail­
able in a. given area or the funding available 
for them. It is obvious that, at most, Com­
munity Development funds can only be used 
to meet a small portion of social services 
needs. We recommend that the funds should 
be for the purpose of providing social services 
in connection with the improvement and 
utilization of housing for persons of low and 
moderate incomes, the elderly and the handi· 
capped. 

In the long run. we recommend that Con­
gress should enact a. software "allied services­
community assistance program", which 
would provide block grants for social and 
health services. adjunct educational activi­
ties, crime prevention and cultural and eco­
nomic assistance programs. In so doing, Con­
gress could distinguish this from the Housing 
Act-Community Development program which 
would then focus solely on the physical im­
provements necessary to eliminate existing 
or incipient blight and on the construction 
of facilities which would house social service 
activities. 

Until such time as Congress enacts such 
measures. we recommend that the following 
steps be taken administratively towards 
meeting the same goal: 

(a) BUD should establish a. 20 % maxi­
mum on software programs and indicate 
that these are to be used only in areas where 
other major Community Development acti­
vities are being focused. Basically, we believe 
the Community Development funds at this 
time should be used to coordinate and facili­
tate the provisions of services under the 
other available programs. 

(b) We recommend an inter-departmental 
task force comprised of HUD. H.E.W .• O.E.O .• 
Labor and Commerce. and the L.E.A.A. It 
should develop policies that will assure that 
priority for funding and maximum program 
:fiexibility to meet locally identified needs 
under existing programs will be given to 
those which will relate to comprehensive 
local community development programs. An 
alternative might be to carry out this ac­
tivity through the federal egional Councils 
that have been previously established for 
similar purposes. A precedent for this ap­
proach is the "annual arrangements" sys­
tem which was tried on an experimental 
basis in a. number of governmental juris­
dictions. 

5. An assurance by HUD of proper guide­
lines for the planning and administration of 
these programs. 

We believe that. in order to develop sound 
comprehensive programs and to administer 

-~-

them in a. sensitive and effective way. HUD 
should assure that there are proper guide­
lines !or planning and admlnlstration. The 
program should not be permitted to become 
a vehicle for distributing polltical jobs to 
people who have no experience or back­
ground in the types of antecedent programs 
which are amalgamated hereunder. 

In this context. we strongly recommend 
that the HOD regulations give due recogni­
tion to the possibility that existing local 
public agencies (LPA) might. in many com­
munities, be the best vehicle for effective 
administration. If the local Chief Executive 
Officer elects to so designate them, they 
should be able to enter into direct contrac­
tual relations with HOD-much as they have 
in the past. In so recommending, we recog­
nize that approval of a. Community Develop­
ment plan and application is a legislative 
function which has to be left to the local 
governing body. However, once approved, in 
many communities the carrying out of the 
program ought to be a function of an ex­
perienced LPA or department which should 
not have to go to the local governing body 
for approval of every step in the effectuation 
process. 

6. A separate program for ~ncing 
housing rehab111tation. We have always con­
sidered the reha.bllitation of the existing 
housing stock as a. necessary and major tool 
in any comprehensive national housing 
pollcy. In order to accompllsh this in the 
deteriorating sections of many urban areas, 
massive governmental assistance is required 
for housing reha.billta.tion, 1:t we are to 
prevent the need for major bulldozer 
approaches in the future. 

We believe that no meaningful program 
can come about through each community 
using a portion of its Community Develop­
ment funds !or housing rehabilitation. There 
are not adequate Community Development 
funds available; and the actuarial risks of a 
small financing pool are obviously far greater 
than they would be in a national F.H.A. type 
loan insurance program. 

In some States there appear to be con­
stitutional or legislative prohibitions against 
the use of community development grants 
for loans purposes to individual owners. This 
problem does not exist in the case of direct 
federal loans. 

Further, the mixlng of loan funds with 
grant funds represents an obvious distortion 
in the amount of actual assistance a com­
munity 1s getting. We believe that the Com­
munity Development program should co­
ordinate and a.dmln1ster a. rehabllitatlon loan 
program. However. the :financing for this 
should come from an extended and expanded 
Section 312 program and other sources as 
recommended in Part vn of these Resolu­
tions. This should be separately identl:fied in 
the HUD budget as a. revolving fund rather 
than a grant program. 

7. Need for oversight. At this point in time, 
and with very little program experience 
under the new Act to draw upon, we are 
hopeful that tangible productive benefits 
will be achieved under the new community 
development legislation. However, with so 
much at stake. we belleve lt is imperative 
for the Congress to create its own device to 
monitor the progress of the program in order 
to form its own independent judgment on 
how well this effort is succeeding. This over­
sight function by the Congress is essentla.l 
since the success of the program will be 
dependent upon a successful resolving of the 
following pitfalls which the program now 
faces: 

(a.) The first local governments' housing 
assistance plans are now being filed accom­
panying their application for community 
development grants. It is important to assure 
that local communities w11l carry out the 
intent to clear slums and blight and meet the 
needs of low and moderate income families. 

A close monitoring is required to determine 
what is happening and to take necessary 
corrective action. 

(b) The Community Development Pro­
gram suffers from serious underfunding in 
terms of the number of communities in­
tended to be served under the program. In 
addition, valid objections can be raised on 
the inequities inherent in the formula which 
determines the allocation of funds to local 
recipients. 

(c) The community development program 
is likely to produce a. shift away from neigh­
borhood projects. Because of local pressures, 
there may be a geographic dispersion of com­
munity development to spread the funds on 
a city-wide basis which may adversely 
affect the primary purposes of the commu­
nity development program. 

(d) The administrative responsibilities 
which must now be assumed by local govern­
ments have increased significantly under the 
1974 Housing Act. It is unclear, for instance, 
how loca.Uties will cope with the certification 
required under the Act in the areas of en­
vironmental impact, citizen participation, 
labor standards, relocation and equal oppor­
tunity. Furthermore, it is not clear how 
HUD will evaluate the certifications from 
localities to assure that these local levels of 
government have fu1filled the statutory re­
quirements of the Act. Needless to say, the 
requirement for certl:fica.tion has built into 
it the potential for inducing protracted court 
cases simply because the process and struc­
ture to fulfill these requirements are not 
clear and decisions are left to the judgxnent 
of the grant recipients. 

(e) The capab111ty of available assistance 
programs to produce the required new and 
rehabilitated housing units which are an in­
tegral part of the municipalities development 
program must be carefully observed. It is 
necessary to assure that viable Federal as­
sistance programs are available in order to 
preserve the mandatory linkage between com­
munity development and housing programs. 
This is another reason why we cannot place 
sole reliance on the Section 8 program which 
is untried and untested and why we need to 
continue other existing housing assist-ance 
programs during the transitional period un­
til we know whether Section 8 will provide an 
adequate volume of assisted housing. 

8. Implementing Recommendation. We 
recognize that HUD has had very little time 
to prepare regulations. Communities, in turn, 
have been operating under an almost impos­
sible timetable. Given these constraints, It 
Is understandable that mistakes will have 
been made in the first year of community de­
velopment. We do not propose that the 
changes and refinements be applied to first 
year applications. This would be unfair to 
cities and to HUD. 

Rather, we recommend that these be im­
plemented as early as possible by HUD and 
by the Congress, so the second year applica­
tions will more accurately re:fiect a clear na­
tional purpose and the intent of the Act. We 
are frankly concerned that the 1974 Housing 
Act can, if not properly administered and 
monitored, result in a public-works pork 
barrel. It may be amalgamated with a series 
of unrelated and ineffective software pro­
grams, with little progress made in the ad­
mittedly diffi.cult task of removing slums 
and blight and providing a decent home and 
decent community for every American. 

XII. Housing assistance plans of local 
governments 

The inclusion o! this requirement in t he 
Housing and Community Development Act 
of 1974 is a pioneering step towards provid­
ing a linkage between housing and com­
munity development activities. We believe 
that it can prove to be a useful tool for 
assuring that there is a coordinated process 
between overall revitalization efforts and 
housing product ion and rehabilitation. In 
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this first year, however, communities have 
been hampered in their a.bUlty to produce 
meaningful plans because of alack of knowl­
edge as to how much federal housing assist­
ance resources will be available to them; 
also, because of the lack of good basic hous­
ing data. available in many communities. The 
housing assistance plans of local governments 
cannot be accomplished unless there are ade­
quate Federal assistance programs of the 
character and amounts recommended in these 
Resolutions. 

We urge that local governments properly 
formulate and implement their housing as­
sistance plans to accomplish the following 
objectives: 

The plan should give top priority for the 
production of housing to meet the needs of 
those of low and moderate incomes who have 
suffered most from high interest rates and 
high costs due to inflation. These local hous­
ing assistance plans should encourage the 
achievement of sufilcient production to meet 
our housing goals. 

The plans should contribute to the health 
and stability of our economy. Housing and 
community development activities should 
generate hundreds of thousands of jobs to 
alleviate unemployment. 

As a condition to community development 
grants, HUD should carry out the Congres­
sional intent that local housing assistance 
plans meet the needs of lower income 
persons. 

In a na.tion in which there is a continuing 
increase in households and where there is 
widespread housing deprivation, it is neces­
sary that we have growth policies that will 
enable us to meet our housing goals. We must 
resist efforts of local governments to estab­
lish no-growth limitations such as discrim­
inatory and exclusionary zoning; needless 
delays in providing essential community serv­
ices and facilities; exclusion of certain eco­
nomic, racial or ethnic groups; and other 
limitations on the attainment of our housing 
goals. 

We also believe that there is a need to 
consider more carefully the provision that 
general location of housing sites for new con­
struction is to be specified in the Housing 
Assistance Plan. While the objective for doing 
so is laudable, it has unfortunate by-pro­
ducts. In many census tracts there may be 
only one potential site and, unless this is 
owned by a. public agency, the land price of 
the site may be driven up to a point that its 
use for assisted housing is no longer feasible. 
There are also other considerations which 
relate to socio-political dynamics of site 
selection which we believe call for consider­
ation of housing locations on a careful site­
by-site basis in the context of a. planning 
process which considers site design, access, 
housing mix, structure type and combination 
with other types of land uses, in order to 
gain local acceptance. In this context, it is 
difficult for communities to establish realistic 
general locations. Their tendency may be to 
avoid the issue by opting only for rehabili­
tation programs and subsidies to families 
living in existing units. Accordingly, we rec­
ommend the following: 

(a) In this first year, HUD should give gen­
eral approval to most Housing Assistance 
Plans with the requirement that they be 
refined and updated by the middle of the 
program year. Since many of the housing 
assistance plans have serious weaknesses 
which need t6 be corrected, HUD's Regula­
tions should establish a clear procedure to 
enable local governments to revise their plans 
so they are not required to adhere to features 
of a plan that were not properly conceived. 

(b) The HUD Area Office should indicate 
to each locality, as expeditiously as possible, 
t h e minimum number of units available to 
i t under the section 8 program and the other 
housing assistance programs which we urge. 
This allocation should be broken down by 
number of new units, number of rehabilita-

tion units, and number of existing units to 
receive section 8, subsidies or other housing 
assistance tools. 

(c) The provision for general location of 
housing sites should be amended to provide 
instead that the community indicate how its 
total zoning, land use and housing policy 
meets anti-discrimination guidelines. We 
suggest that the latter provide that · there 
must exist either in the community, the 
county, or the state, an active program for 
assuring that potential home buyers or 
renters wm not be subject to discrimination 
practices. The amount of land zoned and 
utllized for mutiple dwellings should result 
in a proportion which is consistent with the 
averages for the SMSA of which they are a 
part. Any sites selected for new housing 
should meet sound environmental and plan­
ning standards. 

(d) The communities should be encouraged 
to use a portion of their community develop­
ment funds or 701 funds for updating and 
refining the data regarding housing condi• 
tions and needs. We support H. Res. 130 
introduced by Representative Spark M. Mat­
sunaga which would disapprove the Presi­
dent's proposed deferral of grants for com­
prehensive planning under Section 701. These 
funds are urgently needed. 

(e) Elsewhere, we stress the need for a 
new housing census which, when completed. 
would also provi<le a data. base for estab­
lishing local as well as national needs. 
XIII. Completion of existing urban renewal 

protects 
NHC recommends that Congress provide 

adequate funding for the completion of ex­
isting conventional urban renewal projects 
as well as neighborhood development 
programs. 

In the 1974 Housing Act, a provision was 
made to allow the Secretary of HUD to set 
aside a maximum of 20 percent of the com­
munity development entitlement funds for 
the purpose of completing existing projects. 
At the same time, communities were told by 
HUD at conferences, through the various 
media, and by national leaders that the com­
munity development funds were to be avail­
able for a whole series of new programs. 

Another factor to be considered is that 
many of the existing projects were funded as 

, a result of informal agreements between 
HUD and the communities in which they 
were told that, through an annual amend­
ment process, they would eventually get 
enough funds with which to complete the 
project in accordance with the original plan. 
This process of annual amendment did take 
place for a number of years. For the last 
three years, it has been at a reduced level 
and, in some instances, there was no addi­
tional funding even though it had been in­
formally promised to communities. The in­
flationary trends ln construction costs as 
well as the rising interest rates and the need 
to carry unsold land for longer periods o! 
time because of the national economic con­
ditions, all have wreaked havoc with project 
'budgets. 

If steps are not taken to complete the 
conveilltlona.l projects in an expeditious man­
ner, the communities, the local public agen­
cies, and HUD are all subject to the possi­
bility of lawsuits for damages. These could 
come about because a developer had bought 
land and made investments under a plan 
which he had every reason to believe would 
be carried out. Tha.t plan might have pro­
vided for removing slums across the street 
from him, or installlng a parking lot to the 
rear of his development, or putting in a new 
street and utillty access. Simllarly, people 
who have bought or rented homes in renewal 
areas might have grounds for damage suits if 
the environment in which they are living 
has not been improved in accordance with a 
previously approved plan. In neighborhood 
development program areas as well as in con­
yention·al projects, people who have waited 

for years for their properties to be acquired 
in accordance with an approved plan might 
urge that the non-acquisition o! the prop­
erty constitutes condemnation justifying 
grounds for damage suits. 

For all of these reasons, we believe that 
Congress and HUD have to develop a. realistic 
program for assuring that urban renewal 
projects are brought to a successful comple­
tion. The neighborhood development pro­
grams should be permitted to termin-ate their 
activities within the context of a plan that 
eliminates hardships to those most immedi­
atedly affected by the renewal process. Ac­
cordingly, we suggest: 

(a) Congress should appropriat e $200 mil­
lion a year for the next three years for the 
purpose of completing existing urban re­
newal projects and NDP's. It should provide 
an additional $100 million in loan funds for 
cities that need assistance in taking over un­
sold land at project close-outs, which loans 
would be repaid at such time as they are able 
to sell the land. 

(b) HUD should adopt a policy of ac­
celerating progress payments so that com­
munities receive up to 95 percent of their 
grant funds within the next fiscal year. By 
reducing the need for large outstanding tem­
porary loans, the interest costs in the proj­
ect budgets would be reduced and this would 
reduce the pressure for budget amendments 
needed to close projects. 
XIV. HUD should provide additional assist­

ance to save. new communities program 
We deplore the failure of HUD to utilize 

fully its authority to grant assistance and 
relief to new communities which are suf­
fering from adverse economic conditions and 
a depression in home building. The pro­
grams of new communities involve social 
objectives and requirements that are not 
normally a part of an economic enterprise 
with profit motivations. In fact, these social 
objectives and requirements often preclude 
the realization of economic objectives in­
cluding sufficient income to meet obliga­
tions. Nevertheless, the achievement of these 
social objectives and requirements is vitally 
important in the public interest. They jus­
tify HUD's underwriting and assistance of 
new community programs to the full ex­
tent necessary to assure their success. This 
is particularly true since the completion of 
the existing new communities is a demon­
stration program. It involves practical re­
search and development to determine how 
future new communities can best be under ­
taken to achieve sound urban growth. 

Title Vll of the Housing and Urban De­
velopment Act of 1970 ("Title VII" ) au­
thorized HUD to make loans to new com­
munity developers for the purpose of as­
sisting them to make interest payments on 
indebtedness incurred to finance new com­
munity development programs approved by 
HUD. These loans would cover interest pay­
ments for a period up to 15 years until land 
marketing activity is of sufilcient volume to 
permit the continued development of the new 
community without the benefit of such in­
terest loans. These loans are to be repaid 
commencing not later than 15 years after 
the loan date when development progress 
and marketing permits such repayment. An 
interest loan up to $20 milllon is permitted 
!for any single new community develop­
ment. 

HUD has refused to make such loans 
despite the clear purpose and intent of Title 
VII. Consequently, the programs of many 
new communities are seriously jeopardized 
and threatened with bankruptcy which will 
cause diastrous suffering for their residents. 
We recommend and urge that HUD make 
these interest loans to each of the new com­
munity developers who require them due to 
the adverse conditions that now prevail and 
were contemplated by Title VII. In addition, 
HUD should provide additional loan guar ­
ant ees to enable new community developers 
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to obtain additional financing which they 
need for other purposes besides interest pay­
ments, including further land acquisition 
and land development to complete their pro­
grams. If HUD continues its refusal to make 
such loans, we recommend that Congress 
mandate the use of the authority in Title 
VII to save the new communities and pre­
serve their vital role as part of a sound urban 
growth policy to provide housing and com­
munity !acllities in well planned environ­
ments with nearby jobs. 

New communities relied upon the avalla­
blllty of (l) promised Federal grants for 
essential public services and facllities, spe­
cial planning grants and supplementary 
grants and (11) promised set-asides of hous­
ing assistance. In !act, these grant and as­
sistance programs have been suspended since 
January of 1973. The new communities have 
suffered greatly by being deprived of these 
intended grants and aids. Now that we have 
block grants for community development 
and assistance for housing, we urge that 
these provisions of the 1974 Housing Act 
be fully utilized to make the maximum pos­
sible grant funds and assistance available 
to new communities so they can move for­
ward with their programs. We recommend 
that Congress mandate HUD to utilize its 
full authority under Title VII and the 1974 
Housing Act to make necessary grant funds 
and assistance available to new communities 
to keep faith with them and help restore 
their financial stablllty. Such action is 
urgently needed to carry out the intent of 
Title Vll relating to Urban Growth and New 
Community Development. 

During this deep recession, there is a lack 
of income among the unemployed and un­
der-employed which removes them from the 
housing market. There is also a lack of con­
fidence among other people who are afraid 
of their economic future. As pointed out 
elsewhere in these Resolutions, there is a soft 
sales market with 650,000 completed houses 
and condominiums which are unsold and 
overhanging the market. This includes many 
houses and condominiums in new communi­
ties where developers are discouraged from 
undertaking new housing starts. Conse­
quently, the volume of land marketing has 
dropped precipitously in new communities 
and they have inadequate incomes to con­
tinue their operations and meet their obli­
gations. To restore confidence by increasing 
employment and production, it is necessary 
to take the actions recommended in these 
Resolutions, including the rescue of new 
communities to assure the fulfillment of their 
programs. 

New communities are faced with bank­
ruptcies and foreclosures which will have 
serious social and economic consequences. 
This will be most distressing for homeowners 
who purchased their homes in new com­
munities in reliance on HUD's support to 
assure the continued operation and comple­
tion of those new communities. In many of 
the new communities, such continued HUD 
assistance is necessary to assure the con­
tinuance of water, sewer and other services 
for the continued occupancy of homes. New 
community developers often subsidize these 
services until there is sufficient growth in 
the new communities to support the services 
from utility income or local taxes. 

In Part XX we have discussed the relief 
which is necessary to prevent massive fore­
closures on housing mortgages during this 
economic recession. Similar measures are 
necessary to prevent foreclosures and bank­
ruptcies of the new community developers 
and to develop solutions which will assure 
the continued viability and operation of new 
communities. 

In paragraph (g) of Part XX, we refer 
to a pending BUD-proposal to reduce the 
principal of project mortgages to an amount 
which can be carried by the current cash 
flow on the project as a means of avoiding 

foreclosures and continuing the viability of 
housing projects. We recommend that simi· 
lar action be taken with new communities. 
This can be done through an agreement be­
tween the new community developer and 
HUD under which HUD would meet its guar­
antee obligations with respect to paying the 
full principal amount ()n guaranteed deben­
tures, but would reduce the reimbursement 
from the developer to an amount which can 
be carried by the cash :flow under the new 
community program. 

It will be some years before principal pay­
ments will be due on these HUn-guarant eed 
obligations, but agreements must be made 
in advance to assure the continued viability 
of the new communities based upon the pro­
jected cash flow. A new community cannot 
effectively continue its operations unless 
there 1s a long-term program which assures 
the continued solvency of its operations and 
its ability to meet its obligations. To the ex­
tent that amendments are necessary in exist­
ing laws to effectuate these recommendations 
to save new communities, we recommend 
such legislation, including a mandate to HUD 
to utilize and implement the amended laws. 

There is the same need to improve and 
expedite HUD administration in the new 
communities program as is described in Part 
XXII relating to housing programs. This in­
cludes the elimination of present detailed 
controls by HUD over ~very phase of new 
Community development and operation. 
These are overly burdensome and time con­
suming and they preclude efficient opera­
tions. Effective and cooperative working rela­
tionships must be esta.blished not only be­
tween HUD and the new community devel­
opers, but also with the other Federal 
agencies and local governments who are ac­
tive participants in developing the new com­
munities. Above all, there is a need to as­
sure that there Is a dedication and commit­
ment among the HUD staff to achieve the 
goals and purposes of urban growth and new 
community development under Title VII. 

Finally, we reaffirm our support for addi­
tional new communities and urge that HUD 
lift its suspension of processing loan-guaran­
tee applications to develop such additional 
new communities. 

If steps are not taken to complete the 
programs of existing new communities, HUD 
will be subjected to many lawsuits. In rell­
ance upon a new community plan which they 
had every right to expect would be carried 
out with necessary assistance from HUD, peo­
ple bought land, businesses built commer­
cial and industrial facllities and public 
agencies made investments. All of these 
groups will suffer great damages and hard­
ships unless HUD provides assistance to com­
plete these new communities in accordance 
with the plans upon which these groups 
relied.26 

ADEQUATE CREDIT FOR HOUSING AT LOWER 
INTEREST BATES 21 

XV. Financing to stimula;te housing con­
struction ana improve housing markets 
Increases in interest rates and tight money 

have been major causes of the decllne in 
home building. These are usually accom­
panied by increases in the down payment 
requirement and shortening the mortgage 
term. All of this results in higher monthly 
payments and a sm.aller market for housing. 

During tight money periods, major sup­
pliers of home financing-savings and loan 
associations and mutual savings banks--be­
come so short of funds that they cannot 
make mo1"tgage loans. This occurs when in­
terest rates on other investments rise to 
higher competitive levels. The problem is 
aggravated by restrictive general monetary 
policies adopted by the Pederal Reserve 
Board to dampen demands for credit, goods 
and services. Unfortunately, housing bears 

FOotnotes at end of article. 

a disproportionate share of the burden of 
reduction in economic activities through 
credit restraints and higher interest rates. 

Housing should be sheltered from the dis­
proportionate and adverse effect of tight 
money and higher interest rates. We need 
to lower the excessive interest rates that 
have increased both inflation and unemploy­
ment and reduced home construction. We 
need to channel adequate credit into hous­
ing production. We recommend the following 
actions--described under Part IX and under 
this topic-to help achieve the foregoing 
objectives including the necessary stimula­
tion of housing construction to relieve the 
depression in housing and the deep recession 
in the economy. 

Senator Proxmire's Bill, S. 773,:18 establishes 
a permanent program to channel credit into 
housing at lower interest rates. That pro­
gram would be activated whenever annual 
housing starts drop below 1,750,000 and the 
unemployment rate exceeds 6 percent for 
three consecutive months. Whenever these 
rates are restored for a three-month con­
secutive period, the program would be de• 
activated. This Is a credit program for emer· 
gencies which will proVide financing for 
1,000,000 new homes a year for middle-income 
families. Chairman Proxmire estimates its 
annual cost for that number of homes would 
~ $300 million, or $300 annually per house, 
wtth the 6 percent interest rate limited to 
an initial three-year period and a gradual 
increase in that rate until it reaches the 
ceiling rate in the mortgage. 

Billions of dollars of commitments have 
been issued. to purchase mortgages under the 
Emergency Housing Act and the Tandem 
Plan which have not yet been used to get 
housing starts. With respect to the purchase 
of mortgages under the Emergency Housing 
Act, the Tandem Plan and the Freddie Mae 
program, we urge that standard and uniform 
interest rates be established on all commit­
ments which are issued. There is great con­
fusion in these programs with 11 different 
interest rates applicable to commitments 
issued at dltrerent times ranging from 7% 
to 9 ~ percent. There should be a standard 
and uniform interest rate that Is available 
in accordance with the formula in the Emer­
gency Housing Act. Under that formula, 
the interest rate would now be 7% percent. 
As to any outstanding commitments at a 
higher rate the holder of ... .he commitment 
should have the right to exchange it for a 
new commitment at the standard rate which 
Is applicable at any given time. To obtain a 
new commitment at a lower rate, an appro­
priate charge can be made which should not 
exceed the half of 1 percent which has been 
applicable when commitments are returned 
for the purpose of enabling the holder to 
purchase a new commitment at a lower rate. 
We recommend that the same interest rate 
should be available under the Tandem Plan 
as under the Emergency Housing Act, with 
the same right to exchange outstanding 
commitments for new commitments when a 
lower rate become applicable, subject to the 
payment of the same additional fee. 

Through the use of these commitments 
and the additional commitm.ents which will 
be issued under the additional authorizations 
we recommend, it should be possible to 
stimulate the construction of unassisted 
housing. By creating jobs and improving the 
economy through an increase in assisted 
housing construction under the programs 
recommended elsewhere in these Resolutions, 
there should be a restoration of confidence 
among home purchasers. This should im­
prove the market for unassisted housing to 
be- financed under these mortgage purchase 
programs. 

We support the Admlnlstratlon's action 
in reduclng the FHA-VA rate from 8Y2 per­
cent to 8 percent as tb:ls wm help reach part 
of the higfler-income segment o! fam.llies 
who have 1:>een priced out of the market. 
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XVI. Additional mortgage purchases under 
the Emergency Housing Act 

we recommend the full use of the mort· 
gaae-purchase authorization under the 
~ergency Housing Act together with an 
increase in that authorization. This includes 
the release of the $1.75 billion unused bal· 
ance authorized by that Act for mortgage 
purchases. It also includes the full use of 
the $6 bllllon made available for purchases 
and commitments. More than $300 million 
of the earlier commitments issued under the 
Emergency Housing Act were turned back 
and cancelled because the earlier commit­
ments were at a higher interest rate, and 
there was a partial refund of· the commit­
ment fee. Since the $7.75 billion authoriza· 
tion applies to the amount of purchases and 
commitments outstanding at any one time, 
we urge that new commitments be issued in 
an amount equal to those which are can­
celled from time to tlme. 

The President's budget does not provide 
for additional mortgage purchases under the 
Emergency Housing Act. There Is an urgent 
need to continue these programs. We recom· 
mend an amendment to the Emergency 
Housing Act to increase the authorization 
for mortgage purchases by $10 billion to 
assure the continuance of sufficient add!· 
tional mortgage purchases to achieve neces· 
sary additional housing production. These 
purchases would continue to be made by 
Fannie Mae (Federal National Mortgage As· 
sociation), Freddie Mac (Federal Home Loan 
Mortgage Corporation) and Ginnie Mae. 
The last interest rate on such mortgages was 
'1% percent. 

This below-market interest rate should be 
reduced pursuant to the statutory formula 
for periodic adjustments based upon the 
average rate on 6 to 12 year government ob· 
ligations plus % of 1 percent, rounded up to 
the nearest Ya of 1 percent. Based on that 
formula, the last interest rate should be 
reduced to 7% percent. From time to time 
this rate should be further reduced as mar­
ket interest rates come down. These lower 
rates should be available to holders of pres· 
ent commitments as recommended above so 
that more people wlll be able to afford hous· 
mg as Interest rates come down. The mort· 
gages are robe in a principal amount which 
does not gene.ra.ny exceed $42,000 per dwell­
ing unit. The Emergency Housing Act shoul~ 
be amended to include the purchase of multl• 
family mortgages as previously requested by 
President. Ford; alSo, the purchase of con• 
dominium mortgages. 

The amount of mortgage commitments and 
purchases under the Emergency Housing Act 
will be largely recovered on the resale of the 
mortgages or mortgage-backed securities. 
The actual cost to the Federal Government 
will represent only the difference between the 
amount pa.ld for the mortgages and the 
amount realized on their sale. When there 
was a similar program during the recession 
1n the Eisenhower Admlnistratlon, the opera­
tion resulted in a net profit to the Govern­
ment because interest rates had gone down 
and the mortgages were sold a.t a premium. 
Although billions of dollars are authorized 
to buy mortgages under the Emergency 
Housing Act or the Tandem Plan involving 
purchases at a discount price--which is dis­
cussed below-there is likely to be very little 
cost to the Government (except where par 
purchases are required) when the mortgages 
or mortgage-backed securities are sold. There 
is even a possibility of a profit if market In­
terest rates should go below the effective rate 
in a commitment by the time the mort· 
gages or mortgage-backed securities are sold. 
XVII. Adclitiona~ mortgage purchases. under 

the tandem plan. 
(a.) There 1s an urgent need to continue 

the TiUldem Plan both for ass1<3ted and un• 
assisted housing through mortgage purc.ha.ses 
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by Ginnie Mae and Fannie May. The Presl· 
dent's budget estimates tha.t abOut $12.5 
bllllon of Tandem commitments will be Is· 
sued during FY 1975 ending June 30 of this 
year. However. the budget does not. re1lect 
the continuance of this program In FY 1976, 
since less than $0.25 billion in commitments 
are projected for that year. In FY 1976 the 
need for the Tandem program Is even more 
urgent than last year, with a continuing 
drop In housing production and a tremen­
dous increase in unemployment, along with 
the accumulated unmet needs for housing. 

We recommend that the Tandem Program 
be continued in FY 1976 at least at the same 
rate of $12.5 billion of commitments as last 
year. The most urgent need for Tandem 
commitments ls in the assisted program 
where HUD purchases Section 236 mortgages 
at par. It Is imperative that this program be 
continued to enable the completion of the 
projects in the pipellne, as well as addi· 
tional projects under an additional author· 
lzation. To help make the Section 8 program 
workable, we recommend that the Tandem 
purchase of mortgages at par be extended to 
projects which will be assisted under Sec-­
tionS. 

Under the Tandem Plan, the interest rate 
on the purchase of multifa.mlly mortgages 
should be reduced to correspond to the inter­
est rate on mortgages purchased under the 
Emergency Housing Act, and to ellmlna.te 
the Y2 of 1 percent or higher rate. 

Most of the mortgage purchases under 
the Tandem Plan relate to unassisted hous­
ing a.nd Involve a discount purchase price. 
They may involve little or no cost to the 
Federal Government when the mortgages are 
sold directly or through the sale of mortgage­
backed securities, depending upon the mar­
ket interest rates at the time of such sales. 
As to certain par purchases under the Tan­
dem Pla.n-such as Section 236 mortgages­
the cost represents only the difference be­
tween the par purchase and the market price 
at which Ginnie Mae later sells the mortgage. 
These costs on additional commitments wll1 
not be reflected until after FY 1976 since 
Ginnie Mae does not purchase mortgages un­
til the completion of the project. 

(b) We recommend the release of the im­
pounded $100 million which Is the uncom­
mitted balance in the revolving fund ad­
ministered by Ginnie Mae for the purchase 
of cooperative mortgages insured by FHA 
under Section 213. The 213 program fills an 
unmet need among middle income persons 
who can only afford the lower monthly 
charges achievable through cooperative econ­
omies a.nd financing. To lessen the budget 
impact. we recommend that these funds­
which have been impounded since 1968-be 
used under the Tandem Program so that 
the budget will reflect only the difference 
between the Ginnie Mae par purchase of the 
mortgage and the market price at which Gin· 
nie Mae later sells. the mortgage. 
XVIII. Other measures. to channel adt!qU4te 

credit tor hous.ing at lower tn.terest ratet1 
All n~essary actions should be taken to 

provide more credit to housing as a priority 
need. The highest priority should be given 
to assuring credit and assistance for housing 
to meet the urgent needs of those of low, 
moderate and middle Incomes. 

An adequate volume of credit for housing 
production will have an antl-infl.atlona;ry 
effect and reduce pressures for Interest rate 
increases. Such selective crecUt allocations 
and actions are necessary to a void extreme 
instability in housing production and meet 
national housing needs. 

The use of tight money policies and the 
resulting high interest rates have imposed a 
cUsproportlonate and unfa.lr burden on hous-­
Ing. This has adversely affected housing pro.. 
duction and housing markets. In these Res­
olutions, we are recommending programs to 
remove this disproportionate burden OD 

hm:tslng and assure that adequate credit and 
assistance is provided for housing. In addi· 
tion to the measures recommended else­
where, we recommend the following actions 
to. help assure the avallabllity of adequate 
credit for housing: 

(a) We :recommend a continuance of the 
program of forward commitments to savings 
and loan associations to enable them to make 
investments in :residential mortgages. These 
funds are particularly needed during any 
periods when savings and loan associations 
lose large amounts of savings. This will help 
to provide greater stability in credit for hous­
ing. Under this program, the commitments 
are issued by the Federal Kome Loan Bank 
Board. 

(b) We recommend a.n amendment to the 
income tax laws which will provide tax ex­
emption or credit on $500 of Interest earned 
on savings deposits which are invested In 
housing mortgages. This wlll enable savings 
and loan associations and mutual savings 
banks to attract and hold savings during 
periods when others are offering higher in­
terest rates which have previous!y diverted 
savings from use ln residential mortgage 
financing. 

(c) We recommend a furthel' amendment 
to the income tax laws to provide a. variable 
tax credit on the net interest income from 
investments in residential mortgages made 
after enactment of the: new law. without 
ellmlnating the present bad-debt. reserves 
In thrift institutions. 

(d) The Housing Cooperative Financing 
Association should be established within 
HUD through legislation in the form that 
passed the Senate last year. This Is an un­
subsidized program which would get neces· 
sa.ry housing built for people of modest 
incomes to achieve cooperative homeowner· 
ship at reasonable interest rates. The Asso· 
elation would be similar to the successful 
cooperative associations for agricultural 
purposes which ha.ve been established ln the 
Department of Agriculture where the need 
for specialized financing Institutions for co­
operatives has long been recognized. Co­
operative housing has the greatest difficulty 
in securing financing because on!y a group of 
consumers Is involved. 

The Federal GOvernment would initially 
subscribe to $5 mlllion of preferred stock in 
the Association which would also be author­
ized to borrow $50 mllllon from the Treasury. 
Thereafter, the Association would obtain its 
financing through normal private channels 
by issuing its bonds against the: FHA-insured 
mortgages ln its portfolio securing its loans. 
Within a few years, the Association ould 
become wholly privately owned by the bor­
rowing cooperatives &nd would fully retil'e 
the lnltial Treasury subscriptions. and ad­
vances. Over- 40,.000 dwelllngs. would be devel­
oped by cooperatives at reasonable interest 
rates under this" program. 

(e) Developers are experiencing great difii­
eulty in obtaining financing for the construc­
tion and development of housing projects. 
When they can get such financing,. the in­
terest rates are prohibitive. To meet this 
problem, we recommend that construction 
and development loans be made through 
Fannie Mae, Ginnie Mae and Freddie Mac 
and under the Tandem Plan. 

(f) To help protect our capa.billty to pro­
vide decent housing, we recommend assist­
ance to builders and other businessmen in 
related Industries who are temporarily having 
financing difllculties. This. can be done 
through a. new institution such as the Re­
construction Finance Corporation and 
through the Small Business Administration. 

(g) We suppOl't pending legislation to as­
sure the exemption :from income taxation 
of nonprofit cooperative housing corpora­
tions, condomlntum housing associations and 
homeowne~·~oclation& 

(h) We recommend that HUDmak.e a study 
and report on the advisablllty oE Including 
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provisions in residential mortgages which 
would better attract money for investments 
in them. The study should explore provisions 
for annual adjustments in principal or in­
terest based upon changes in consumer price 
indexes or prevailing interest rates. Any such 
adjustments should be subject to consumer 
protections which take into account the 
ability to pay of the borrower through de­
ferring-until after the stated mortgage ma­
turity-any increased payments which exceed 
a prescribed percentage of his income. The 
study should also include adjustments in 
savings deposited in savings and loan institu­
tions according to the same index that is 
used to adjust mortgages. The report should 
cover the results of use of such adjustments 
on mortgages and savings in Chile during 
the past 17 years. 

(i) The mortgage limits for multifamily 
programs with FHA insurance require adjust­
ments for high cost areas resulting from 
inflation. This should be done through ad­
ministrative or legislative action. Realistic 
limits should be established for such areas, 
through the use of prototype cost limits­
which are determined for such areas based 
on current costs-or otherwise. 

(j) The Emergency Housing Act of 1975 
should cover all of the legislative proposals 
listed in these Resolutions. 
XIX. Section 223(/) program to provide 

permanent financing when needed for mul­
tifamily housing projects 
HUD has announced a new program under 

Section 223 (f) to make FHA insured perma­
nent financing available to sound developers 
carrying good quality apartment projects who 
cannot secure permanent financing in toda.y's 
market. We support this program as a. neces­
sary temporary measure to assist developers 
who are in distress due to the heavy drain of 
carrying a project on a construction loan at 
very high interest rates. This program will 
help to protect the capability and availability 
of such developers to undertake production 
of additional housing which is vitally needed. 

However, the new program will discrim­
Inate against cooperative mortgagors, a.s the 
administrative instructions tentatively 
promulgated by HUD limit this program to 
rental housing. There is no such limitation 
in the statute. Cooperatives should have the 
same opportunity to refinance sound multi· 
famUy projects which need assistance in ob· 
taining permanent financing, 

The new program will apply to projects 
started before June 30, 1974, and completed 
by the end of 1975. The loans e.re limited to 
80 percent of HUD's estf.m.a.te of value, so 
the developers will be required to meet sub­
sta.ntia.il equity requirements. The loans a.re 
to be insured under Section 207 which means 
they will be predicated on value rather than 
replacemelllt cost. Since HUD acts only a.s 
an insurer of the mortgage, it Is necessary 
to assure the avaJileJbility of purchasers of 
the mortgages. We are concerned aJbout this 
particularly since if Section 207 is utUized 
lenders would receive debentures rather than 
cash in the event of a default. These deben­
tures are currently worth much less than 
the face amount of the obligation. 

Limiting financing to Section 207 is a.n 
unnecessary restriction not required by the 
enabling legislation. It will lead to disputes 
between sponsors and HUD field offices con­
cet"lling applicable capitalization rates, valu­
ation formulae and other appraisal matters 
subjective in nature. It will also be difficult 
to sell 207 mortgages. We recommend that 
other multifamily mortgage insurance pro­
grams should be available for mortgage in­
surance, such as Section 221 (d) (4) or 221(d) 
(3). As insurance benefits are payable in cash 
rather than in debentures under these al­
ternative programs, permanent lenders will 
be more likely to be attracted. 

To accomplish the purposes of this pro­
gram, we recommend that t hese HUD in-

sured mortgages be made eligible for pur­
chase by Ginnie Mae at a. price which wlll 
enable the program to work, and that these 
loans be eligible for GNMA-ba.cked securi­
ties. To meet ita intended goal, expeditious 
processing by HUD of applications is abso­
lutely essential. 
PREVENTING MASSIVE FORECASTS AND SELLING 

BUD-OWNED PROPERTY TO RESIDENTS 211 

XX. Relief to prevent massive foreclosures 
on housing mortgages during this economic 
recession 
During this deep recession, besides the 

7,500,000 unemployed, there are some mil­
lions more who are suffering from a. loss of 
income, including discouraged people who 
have dropped out of the labor force and 
workers who are under-employed. Many of 
the unemployed will stop receiving Supple­
mentary Unemployment Benefits under 
union contracts because the funds will have 
been exhausted within a month or two. Soon 
afterwards, much larger numbers wUl have 
exhausted their unemployment insurance 
benefits. Mortgage loan defaults will then 
become so great that massive foreclosures 
will occur unless pending bllls are enacted 
which will provide necessary relief. In para­
graphs (h) through (k) below, we describe 
the bills which are needed to save people's 
homes through temporary repayable mort­
gage payments on behalf of unemployed 
or under-employed homeowners. 

Even now, there are widespread delin­
quencies on residential mortgages which re­
quire preventive actions by HUD to save 
people's homes and avoid project foreclo­
sures. Besides losses of employment and re­
ductions in incomes among homeowners and 
tenants, there have been substantial in­
-creases in their monthly charges due to in· 
creased costs of oil, utilities, local property 
taxes and other expenses. Unless action is 
taken to save people's homes and avoid 
foreclosure on project mortgages, there wlll 
be serious social and economic consequences. 
Besides the distress for the owners and ten­
ants involved, such foreclosures wlll ad• 
versely affect lender confidence and the 
availability of mortgage credit. 

The Secretary of HUD announced a mora­
torium on foreclosures of project mortgages 
until March 1 to allow time to develop solu­
tions to save such projects. We recommend 
that the period of this moratorium be ex­
tended and that action be taken when prac­
ticable to grant a. similar moratorium on the 
foreclosure of mortgages on individual homes 
or condominium units which involve mort­
gages insured by HUD. 

We recommended the following adminis­
trative actions and legislation to meet the 
critical problems on both project mortgages 
and single-family mortgages on residential 
properties: 

(a.) A major cause of defaults and fore­
closures in multifamily housing is the in· 
a.b111ty to collect sufficient rental income to 
meet debt service and operating costs. To 
meet this problem, it is necessary that proj­
ect income from rents be increased in time 
to cover higher operating costs. Present pro­
cedures for rent increases are too cumber­
some and time consuming, with unnecessary 
administrative layers of responsibility in 
decision-making. Moreover, HUD requires an 
owner to experience operating-cost increases 
before allowing rent increases, so he must 
operate at a. deficit which causes him to de­
fault on his mortgage. Under HUD's proce­
dures, the owner is always behind in adjust­
ing his rents and can never catch up in meet­
ing his mortgage obligations. 

New realistic procedures must be estab:. 
lished which will allow rent increases based 
upon reasonable budget projections as to the 
amounts of income required to meet pro­
jected requirements for operating expenses 
and mortgage payments. HUD should act 
promptly on requests for rent increases to 

Footnotes at end of article. 

cover such projected increases in operating 
costs of projects, including heating, utilities 
and local property taxes. 

(b) HUD should fully utllize the author­
ity granted in the 1974 Housing Act to make 
additional assistance payments under Sec­
tion 236 to project owners in an amount suf­
ficient to cover increases in the cost of utili­
ties and local property taxes above their lev­
els in initial operating budgets. These addi­
tional subsidy payments are not to exceed 
the amount required to maintain the basic 
rentals at levels not in excess of 30 percent 
of occupant's income or 25 percent where the 
occupant pays his own utility costs. HUD 
has not taken action to implement this pro­
vision of the new law, and we urge that it do 
so immediately. This is one way to help assure 
that a number of projects assisted under Sec­
tion 236 can avoid foreclosure and meet their 
mortgage obligations and other expenses. As 
to the President's budget, we oppose its fail­
ure to provide for use of the authority to 
make these additional assistance payments 
on Section 236 projects. We recommend an 
amendment to the housing law to make this 
additional assistance available under the 
below-market interest rate program to cover 
increases in the cost of u tl11 ties and local 
property taxes. 

Besides using additional appropriations 
and contract authority for subsidy authGr­
iza.tions, there is a. second source of funds 
for the payment of these operating subsi­
dies on Section 236 projects to cover increases 
in the cost of utilities and local taxes. The 
1974 Housing Act provides for a reserve fund 
to be used for such pa.yment.s. This reserve 
fund would include all rentals collected on 
Section 236 projects in excess of the basic 
rental charges. We urge that HUD imple­
ment this provision in the 19174 Housing Act 
and utilize these excess charges for this pur­
pose, instead of crediting them to appropria­
tions as permitted prior to the passage of 
the 1974 Housing Act. 

The operating subsidies for Section 236 
projects should cover the cost of heating by 
oil just as it covers the cost of heating by 
gas purchased from a. utility company. In 
fact, the increased costs for oU are greater 
so that it is urgent to provide operating sub­
sidies to cover such increases to the extent 
they are not obtainable through rent in­
creases. 

When operating subsidies are paid on Sec­
tion 236 projects to cover increases 1n the 
cost of utilities and local property taxes, the 
occupants should not be required to pay 30 
percent of their income-or 25 percent if the 
occupant pays his own utility cost. The law 
should be amended to provide for a. lower 
and more equitable payment which should 
not exceed 25 percent of adjusted income or, 
if the occupant pays his own utility cost, 20 
percent of such income. 

(c) We support the recommendation of 
Assistant Secretary Crawford that assistance 
contracts under Section 236 be amended to 
increase assistance payments so that occu­
pants who qualify can get the benefit of a 
one percent simple interest rate instead of a 
higher interest rate which has been required 
under current HUD requirements. This will 
provide additional relief and help owners to 
meet their obligations. 

(d) We recommend that HUD take all pos­
sible actions to avoid foreclosures or acqui­
sitions of projects due to defaults. HUD 
should defer payments of principal, interest 
and replacement deposits to the extent they 
cannot be paid from project income and 
housing assistance. It will be less costly to 
take affirmative actions through such work­
out agreements to avoid defaults than to 
acquire b111ions of dollars of projects or to 
write down mortgages in those amounts. We 
recommend that work-out agreements be 
made for a. period of fl. ve years on mortgages 
which HUD holds. With a. longer work-out 
period, it wlll be possible to get realistic estt-



March 21, 1975 CONGRESSIONAL RECORD- SENATE 8257 

mates concerning future increases in income 
to meet mortgage payments and expenses. At 
the end of a work-out period, the mortgage 
should be recast with deferred payments 
spread out to be amortized over the mortgage 
term. If owners are allowed longer work-out 
and deferment periods, many of them wm be 
able to resume regular payments on their 
mortgages. Over a period of time, infiation 
will enable them to compete in the market 
with housing which is being produced at 
higher costs. 

(e) Many developers have been unable to 
complete multifamily projects because of 
the inflationary increases in construction 
costs which have occurred and which were 
beyond their reasonable control. Due to such 
unanticipated inflation, the estimated con­
struction costs reflected in HUD commit­
ments were unrealistic and the developers 
were unable to complete the projects within 
original budgets. We believe that this situa­
tion should be corrected by allowing a neces­
sary increase in the HUD mortgage Insurance 
commitment in those cases where the proj­
ect will be able to realize enough income­
together with assistance payments-to carry 
the mortgage, with some deferments of pay­
ment In the early years, if necessary. In the 
long run, this program would involve less 
cost to the government and it would avoid 
foreclosures and financial hardships and 
losses to all the parties concerned in such 
cases. To prevent this situation from recur­
ring in the future, we recommend that HUD 
revise its contract forms to provide relief 
from cost escalations which are beyond the 
control of the contractor, as is done by other 
government agencies. 

(f) A revlslon in the GNMA mortgage­
backed securities program is necessary to 
avoid unnecessary declaration of mortgage 
defaults. In the current GNMA mortgage­
backed securities program, it is not possible 
!or mortgage relief to be granted through 
traditional procedures, e.g., temporary de­
ferment of principal and other scheduled 
payments. As the issuer of the security must 
make periodic interest and principal pay­
ments to holders and depends upon payments 
from the mortgagor to generate such funds, 
It is unable to grant any form of mortgage 
relief to the mortgagor. Consequently, a proj­
ect experiencing minor and temporary difll­
cultles may be placed into a default status 
and a resulting claim submitted to HUD for 
insurance benefits. GNMA or HUD should be 
vested with authority to make advances or 
provide other assistance whlch will enable 
the issuer to meet his obligations to the se­
curity holders, without declaration of default 
on individual mortgages backing the security. 

(g) other measures will be necessary in the 
case of assisted projects where the foregoing 
relief will be inadequate to meet the prob­
lem. For such projects, we support a pro­
gram which HUD has announced as being 
under study. HUD should accept the assign­
ment of a project mortgage and then take 
action to reduce the principal of the mort­
gage to an amount which can be carried by 
the current cash flow on the project. This 
would assure the continued operation and 
viability of such housing projects. This may 
be done through the filing of a foreclosure in 
which a consent decree would be entered to 
dismiss the foreclosure under a settlement 
With a reduced mortgage. By reducing the 
principal of the mortgage it will be possible 
to utilize income for deferred maintenance 
and other needed improvements and to avoid 
rent increases beyond amounts which the 
residents can afford. Any such program 
should be available for all types of mort­
gagors who need such relief. 

(h) To save people's homes by providing 
necessary rener to homeowners who are suf­
fering from unemployment or reduced in­
come. we support the Emergency Homeown­
ers ReUe!' Act introduced by Congressman 
Ashley as H.R. 34. A number of similar Bills 

have been introduced by Congressman :Ash- This is due in part to dramatic escalating 
ley for himself and 91 other members of the operating costs, poor management and 
House. This Bill authorizes HUD to make tenant-landlord relationships-, and HUD's 
repayable mortgage relief payments on behalf. past failure to provide imaginative super­
of diStressed homeowners for a 2-year period vlslon and constructive solutions. The end 
when HUD determines that such action fs result is that HUD has already taken title 
necessary to avoid foreclosure and that the to many properties a.nd is expected to be­
assistance will enable a full resumption of come the owner of hundreds more. 
mortgage payments. Congress was aware of this problem and 

The relief payments could cover principal, provided in Section 246 of" the 1974 Housing 
interest, taxes, hazard insurance and mort- Act that HUD should make a substantial 
gage insurance premiums but not to exceed number of acquired properties available for 
$375 a month. The dwelling must be owned sale to cooperatives which will achieve resi­
and occupied by the homeowner. A distressed dent ownership. Congress recognized that in 
homeowner is one whose income has declined projects where landlord-tenant relationships 
by more than 20 percent. We recommend an had deteriorated to a point o! no return, such 
amendment to H.R. 34 that, besides a decline acquisition of the property by the residents 
in income by more than 20 percent, relief could completely change their attitude to 
should be limited to those persons whose property maintenance, payment of monthly 
monthly housing payment would be in ex- charges and community responsibility. When 
cess of 25 percent of their total income unless HUD makes sales of its projects for coopera­
the additional assistance was provided. The tive ownership by the residents, there is at­
additional assistance should be in an amount ready experience that these properties are 
sufficient to reduce their monthly payments permanently removed from the. list of HUD 
to 25 percent of their income. defaults. 

The mortgage relief payments may be made The 197~ Housing Act provides for sales of 
for a period of two years. During this period, HUD-acquired projects to cooperatives which 
the payments may be increased or decreased are organized by qua.llfled nonprofit, con­
as necessary. The relief payments will be sumer-sponsored organizations to provide 
repayable. We recommend that the interest home ownership for the residents. In con­
to be charged on the relief payments be fixed nection with such dispositions, HUD provides 
at the same 6 percent as fs provided for financing a.nd necessary rehabilitation. The 
middle income purchasers under H.R. 29. HUD•acquired properties that are sold should 
HUD may require security for such repay- be suitable for cooperative ownership. 
ments. HUD would obtain the funds !or this The 1974. Housing Act intended that nun­
program through advances !rom tbe Treasury acquired projects be made available !or the 
against repayable obligations of the Secre- residents through a. negotiated sale. It was 
tary. recognized that it is not necessary or feasible 

(i) We also support the Moakley Bill, H.R. to have competitive bidding on a project to 
2700, directing that HUD refrain from fore- be acquired by a cooperative which will con­
closures on housing projects until 60 days sist of th& residents. 
after HUD submits a report to congress With the problem of distressed properties 
with recommendations for curing or a.vold- reaching crisis dimensions, HUD should utl­
ing defaults and protecting moderate income llze every tool given it by Congress to cope 
residents. with this problem. We urge HOD to proceed 

(j) We 3upport the Home Retention. Act, expeditiously in issuing regulations and di-
S. 655, introduced by Senator Sparkman for rectives to its field offices to implement the 
himself and Senator Tower which would Section 246 program and proceed with dispo­
authorize Ginnie Mae to acquire mortgages sitlons of BUD-acquired properties. 
of homeowners facing imminent forecloSUTe. IMPROVEMENT oF HUD ADMINISTRATION :n 
Ginnie Mae would either refinance the mort- XXII. Need to improve and expedite HUD 
gage to reduce monthly payments or suspend administration. 
all mortgage payments for a period up to two Laws are not self-executing. The enact-
years. After full payments are resumed on 
the mortgage, Ginnie Mae could sell the ment of the 1974 Act and other necessary 
mortgage. With the widespread danger that housing legislation will not achieve the pur­
th& unemployed will lose their homes, Sen- poses of those taws-. nor wm it relieve the 
a.tor Sparkman urges piLSSage of the legisla- present depressed state of housing construc­
tion to "lock the bam door before the muie tion and the deep recession In the economy. 
gets out••. To achieve the obJectives of housing laws, It 

(k) We also support the alternative pro- is necessary t-o have effective and expeditions 
gram proposed by Senator Mondale in a BUD administration of those laws. 
Homeowners• Loan Act, S. 660. This would In all new appointments ta the top posi­
reactivate the Homeowners• Loan Corpora- tions at HUD, we urge the selection of per­
tion that operated during the depression and sons with long experi~nce In housing, recog­
World War II years. It would be authorized nized administrative abilities and a dedica­
to make payments up to 18 months to tion and commitment to achieving our hous­
lenders on behalf of home owners !acing ing goals. This. is particularly important at 
foreclosure as a result of unemployment. this critical time when housing starts have 
It could also refinance mortgages at a 6 dropped so precipitously. Such an experi­
percent rate for 30 years or pay the mort- enced and dedicated top staff' is necessary to 
gages in order to cure the defaults. Ellglbllity stimulate housing construction, create jobs 
under the program would be limited to and meet urgent and neglected housing 
owners of dwellings valued at $50.000 or needs. 
less. HUD should be an advocate and focal point 

(1) We recommend that the congress fund within the Federal Government to discharge 
and that HUD implement the provision of its housing responsibilities. It should pro­
homeownership counseling services to de- vide leadership and a sense ot urgency In 
llnquent mortgagors through "private or moving forward to increase production in 
public organizations with special competence housing, particularly to meet the urgent 
and knowledge in counseling" as speclfled in needs of those of low and moderate incomes 
Section 106a as amended by the 1974 Hous- and to

1 
stimulate the economy and relieve 

1ng Act. Efforts to prevent mortgage fore- unemp oyment. 
closures should be expedited 1n light of We are particularly concerned about the 
current economic conditions and the 1m t virtual destruction of the Federal Housing 

f pac Administration (FHA) as an effective agency 
o une~ploy~ent on millions of Americans. - and force in homebuilding. In recent years, 
XXI. DispoSttt.on of HUD-Owned Properties there has been a loss of morale and emclency 

to Residents in FHA. As a result, FHA no longer performs 
As stated above, HUD fs !aced wtth de-

faults and foreclosures- on many properties. Footnotes at end of article. 
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tts intended major role in housing. Last year 
it was involved in only 5 percent of housing 
starts. It now often takes FHA two years to 
process an application for mortgage insurance 
on multifamlly housing.s: 

FHA has become so ineffectual and dilatory 
that there are demands from many c:uarters 
to separate it from HUD as the only hope to 
achieve proper administration of functions 
which are so vital to the Nation. As one of the 
first advocates of HUD as a Department to 
consolidate the housing functions of the 
Federal Government, we do not support the 
separation of FHA from HUD. Instead, we 
urge necessary action to rejuvenate FHA and 
trestore its vigor and effectiveness which 
helped so greatly to improve housing in 
America. For many years FHA was cited as 
a model within the Federal Government. In 
today's housing emergency, we need that 
kind of a vigorous and effective FHA, but we 
believe it should function within HUD as 
part of a coordinated housing and commu­
nity development program. We concur in 
the recommendation of former FHA Commis­
sioner Sheldon Lubar that FHA should func­
tion as a separate part of HUD in the same 
way that IRS is a separate par t of the Treas­
ury Department. 

All former FHA functions should be re­
united within FHA including management 
matters. FHA funct ions should also be re­
united in the field offices. The FHA Commis­
sioner should have clear line authority to 
the field offices. The FHA Commissioner 
should have a mandate to provide the large 
volume of housing required. Production goals 
should be established for each field office and 
its performance should be monitored weekly 
by the FHA Commissioner who shall take 
necessary action to assure that those goals 
are achieved. To help achieve production 
goals, autonomy should be returned to the 
field offices for decision-making on projects 
involving FHA-insured mortgages. 

There is a similar need for strengthening 
the organization structure and administra­
tion of all HUD programs. We should avoid 
duplications in processing and decision­
making which cause excessive delays in proc­
essing and production. Present HUD policies 
encourage slow action and over-caution by 
employees to avoid criticism for their mis­
takes, which has resulted in the greatest 
mistake of all-a precipitous decline in the 
use of HUD programs and in meeting the 
needs of housing and the economy. HUD 
should provide incentives for employees to 
achieve targets for housing starts. It should 
have criteria for evaluating performance 
based on rapid processing and starts of con­
struction, particularly in this period of the 
housing depression and deep recession in our 
economy. · 

We recommend necessary increases in ap­
propriations for the editorial staff required 
to do the job that must be done by HUD gen­
erally and FHA in particular. There should 
be an extensive recruitment program to hire 
experienced and quallfted people. There are 
many qualified people available who were in 
the mortgage or building business and are 
out of work due to the depression in home 
building. Now is the time to recruit them. 
This will assure a staff with expertise and 
efficiency. As one reason for the discontinu­
ance and slow down of assisted housing pro­
grams other than Section 8, former Secretary 
Lynn had stated that he could only handle 
one assisted housing program with his staff. 
In these critical times, HUD must be 
equipped to handle all of the assisted hous­
ing programs that are necessary to increase 
housing production to the levels so urgently 
needed. 

It is imperative that HUD reform. all of its 
operations to accelerate processing, produc-

Footnotes at end of article. 

tion and decision-making. HUD should sim­
plify its requirements and eliminate its de­
tailed controls over every phase of project 
development and operations. These are over­
ly burdensome, costly and time consuming. 
Time limits should be established within 
HUD for the processing of applications. After 
commitments or contracts are issued, HUD 
should be required to act within a desig­
nated time on requests for approvals re­
quired by the commitment. If HUD fails to 
take action within the allowed time, the 
submission should be considered approved 
byHUD. 

HUD should consult regularly with repre­
sentative groups of local public agencies 
and private participants in each of its pro­
grams to identify problems which impede 
progress and to develop workable and real­
istic solutions, including innovative pro­
grams. 

XXIII. Need for Federal-local housing 
advisory groups 

A review of the proposed Section 8 fair 
market rents for new and existing housing 
as well as a recollection of the many previous 
problems in establishing housing costs in 
different areas has indicated that there is 
a need for a better mechanism for establish­
ing these indices in local areas. All too often 
in the past, HUD has relied on faulty data. 
As a result, programs have been ineffective 
and have not been administered in the way 
that Congress intended. 

We recommend that in each housing mar­
ket area, there should be a joint committee 
of housing industry groups, including partic­
ipants from the public, quasi-public, and 
private sector, as well as HUD Area Office rep­
resentatives. This joint committee would 
be charged with the responsiblllty of re­
viewing and making recommendations with 
respect to the various cost indices on these 
HUD programs which are tied to such a for­
mula. These committees should have avail­
able to them adeuate staffing resources so 
that competent technical studies can be per~ 
formed and used as a basis for the recom­
mendations. 
XXIV. Required actions to implement laws 

on housing and community development 
HUD should implement and effectuate the 

1974 Housing Act and earlier laws to carry 
out all the authorized programs on housing 
and community development in the manner 
intended. The following are mustrative of 
laws awaiting implementation or administra­
tive policies requiring revision to carry out 
the Congressional intent: 

(a) Utilizing existing assisted programs 
under Sections 235, 236, public and turnkey 
housing as intended. 

(b) Revising unworkable or unattractive 
aspects of the Section 8 program which will 
preclude the achievement of the necessary 
volume of housing construction and rehabili­
tation under that program; also, adequately 
lm.plementing the statutory authorization for 
participation by cooperatives in the Section 
8 program. 

(c) Carrying out the intent of the 1974 
Housing Act to emphasize community de­
velopment assistance to neighborhoods where 
low and moderate income persons reside; 
also, to assure that the local government's 
housing assistance plans will meet lower in­
come housing needs as intended. 

(d) Implementing the authorization in the 
1974 Housing Act for additional assistance 
to meet increased utility costs and real es­
tate taxes on existing 236 projects for per­
sons of low and moderate incomes. 

(e) Providing necessary assistance to save 
new communities through the use of the law 
authorizing HUD to make loans to pay the 
interest on HOD-guaranteed debentures dur .. 
ing the current recession when new com­
munities have inadequate income. 

(f) Implementing authorization in Section 
246 to dispose of HUD-acquired rental proj-

ects to achieve resident home ownership 
through cooperatives. 

(g) Implementing authorization for HUD 
insurance of loans to finance the sale of co­
operative memberships under Section 203 (b) 
as amended by the 1974 Housing Act. 

(h) Revising HUD's unworkable and unac­
ceptable prototype program, with the per­
formance-funding formula, for the alloca­
tion of operating subsidies for public hous­
ing as more fully described in Part III(A). 

(i) Revising procedures for environmental 
review on BUD-assisted projects so as to ex­
pedite and streamline the processing and 
avoid the present onerous delays and red 
tape. 

(j) Implementing the provisions in the 
1974 Housing Act to increase income from 
public housing through a minimum rent and 
the collection from welfare tenants of the 
welfare allowance they receive for rent. 

(k) Undertaking adequate housing pro­
gll"ams and affirmative actions to provide 
equal opportunity for all Americans to se­
cure good housing in good neighborhoods. 

We recommend early oversight hearings by 
Congressional committees concerning the 
implementation of the 1974 Housing Act as 
intended, including the illustrative subjects 
listed above. 
EQUAL HOUSING OPPORTUNITY AND OTHER PRO­

GRAMS 33 

XXV. Equal housing opportunity and free­
dom of choice 

(a) NHC reaffirms its com.mitment to equal 
opportunity for all American families to se­
cure good housing in good neighborhoods. 
Equal opportunity in housing is now the 
law of the land-both by statute and by 
court decree. Yet this opportunity is still 
denied to millions of American families 
throughout every section of the land because 
of their race, color, creed or national origin, 
or becau-se of the myth which exists as to 
their desire or ability to pay for and main­
tain good homes. To overcome this denial of 
opportunity and to dissipate these myths, 
an urgent task is facing the nation. 

(b) NHC has long supported the princi­
ple of a competitive housing market open 
to free bwrgaining by all American families 
without regard to racial or ethnic back­
ground. Many localities have been limited in 
achieving this objective, however, because of 
inadequate supplies of low and moderate 
cost living accommodations and the conges­
tion of many minority group families in lim­
ited sections of the community. 

(c) We urge the President and the Con­
gress to take all steps necessary to provide an 
equal opportunity for housing. This includes 
full and adequate appropriations to achieve 
equal opportunity for all American families 
to secure good housing in good neighbor­
hoods. Affirmative actions are necessary to 
achieve this objective. 

(d) We should provide an opportunity for 
freedom of choice in our housing programs. 
The choice of individual, cooperative or con­
dominium home ownership or rental hous­
ing and the choice of city, suburban, new 
town or country living must not be limited 
by race, color, religion or national origin. 
With housing in each development available 
for a cross-section of income groups and a 
broader market, we can also provide freedom 
of choice to people of all incomes to select 
where they want to live. 

(e) HUD should provide special affirma­
tive marketing assistance to strengthen inte­
grated areas in their ability to reach the 
whole market. 

(f) Com.m.unity discrim.ination a.ga.inst 
subsidized housing should be removed as it 
is a most serious constraint on the avail­
ability of building sites for low and mod­
erate income housing. We recommend legis­
lation which would prohibit States and local 
public bodies from discriminating against 
housing subsidized by the -federal govern­
ment, whether through legislative or ad-
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mlnistrative action. The legislation should 
authorize suits by interested parties, as well 
as the Attorney General, to enjoin such dis­
criminatory action. The legislation should be 
strengthened by providing for federal pre­
emption of local zoning upon an appropriate 
finding by the Secretary of HUD, so as to re­
~uire opponents rather than proponents to 
initiate litigation. 

(g) The effect of the 1973 impoundments 
and suspensions of housing programs has 
been disastrous upon minority enterprises 
which were nurtured by subsidized housing 
programs. The stoppage of planned subsi­
dized projects has hit hardest those minority­
owned businesses ip.volved in the housing in­
dustry. These firms lacked the financial re­
sources to withstand even minimal produc­
tion cutbacks and many went out of business. 

(h) The incidence of housing segregation 
in the cities and suburbs continues to in­
crease. In 1972, federally assisted programs 
began to require a number of a:ffirmative 
actions to help expand housing opportunities 
beyond racial ghettos. Subsidized housing has 
done more than any other housing program 
to provide new opportunities for minorities 
to escape the confines of ghettos, to move 
nearer to new job opportunities and to im­
prove the quality of life and environments 
necessary for minorities to become a part of 
our overall society. 

(i) Since January of 1973, HUD has stran­
gled the existing assistance programs which 
would have increased housing opportunities 
and housing choices, at prices most minori­
ties could afford to pay. This has caused in­
calculable harm, further disillusionment with 
the Federal Government and increased racial 
unrest. It has prolonged the fulfillment of 
the government's policy to assure every Amer­
ican a decent home in a suitable environ­
ment. 

XXVI. Encourage energy conservation in 
housing 

The Home Heating Efficiency Bill of 1975, 
H.R. 3573, was introduced by Subcommittee 
Chairman Barrett for himself and Chairman 
Reuss. This Bill would authorize HOD to 
make payments to assist low- and middle­
income owners of eXisting residential struc­
tures to purchase and install energy conser­
vation improvements. These include insula­
tion, storm windows and doors, and caulking 
and weatherstripping. The amount of the 
payment on any structure would be, in the 
case of a middle-income household, the lower 
of $300 or 25 percent of the cost of the im­
provement. In the case of a lower-income 
household, the amount of the payment would 
be the lower of $300 or 90 percent of the cost 
of Improvements. A middle-income household 
is one with an adjusted gross income for the 
previous year of less than $20,000. The total 
amount authorized to be approprl&ted for 
this purpose is $800 million. 

While the Administration had previously 
announced its intention to adopt a program 
of direct subsidies for persons of low income 
and elderly homeowne1·s, it has not done so. 
We recommend and urge the enactment of 
the Ba.rret~-Reuss Bill, H.R. 3573, which 
would provide necessary assistance for those 
of low and middle incomes to install energy 
conservation improvements. 

The President's budget provides for an 
income tax credit of 15 percent of expendi­
tures for energy-saVing home improvements, 
such as storm windows and insulation. This 
credit would be limited to $150 over a period 
of three years. This would be based upon 
expenditures of $1,000 for such energy-con­
servation Improvements. We support this 
program to further assist residential energy 
conservation by those who do not receive 
assistance under the proposed Home Heat-
ing E11lciency Act of 1976. -

We recommend that the Secretary under· 
take, and make contracts, grants or proVide 
other types of assistance :tor special demon­
strations to determine the economic and 

technical feasibility of utillzing solar en­
ergy for heating or cooling residential hous­
ing. The demonstrations should involve both 
single and multifamily housing located 1n 
both urban and rural areas having distin­
guishable climatic characteristics, and could 
include demonstrations of new housing de­
sign or structure. 
XXVII. Public service employment should be 

channeled into housing and. community 
cLevelopment work 
We fully support programs for public serv­

ice employment during the current period 
of excessive unemployment. City government. 
housing authorities and community develop­
ment agencies should make every effort to 
see that this is a. meaningful program. They 
should not only stress putting people to work, 
but also recognize that this is an opportu­
nity to use heretofore unavailable resources 
to accomplish essential actiVities and proj­
ects. 

The Public Service Employment Program 
can be channeled, or utillzed more effectively 
than is now being done, in areas of needed 
improvements and supplementary actiVities 
in housing and community development sec­
tors. This will also serve to stimulate hous­
ing and development in the private sector. 

There are a number of areas and types 
of activities in which Housing Authorities 
and Community Development Agencies can 
supplement their work force through the 
Public Service Program, obtain additional re­
sources and accomplish needed results. All 
local agencies in the housing and community 
development field should mount an extensive 
campaign with local government to assure 
proper utilization of this resource. 

This program, however, is not enough. Un­
employment is likely to go much higher than 
most estimates now indicate and it is likely 
to continue longer than anyone would like. 
There is a recycling lag in the changeover of 
large working forces that takes longer than 
is realized. Planning to anticipate and pro­
vide for this should be recognized as an 
essential ingredient. 

We recommend legislation for an expanded 
public works program, which could be linked 
to construction of essential public facilities 
needed for the regeneration of housing and 
essential community development. This 
woUld not only help to stimulate the con­
struction industry, but would also help to 
accelerate the initiation and development of 
new housing and the completion of stalled 
and dragging projects throughout the coun­
try. 
XXVIII. Special housing census should be 

taken 
Existing housing data in terms of evaluat­

ing national needs as well as local needs is 
very poor. The 1970 census was not compre­
hensive in terms of providing information 
about housing conditions and needs. What­
ever data exists is certainly no longer rele· 
vant in view of the major changes that have 
taken place in the non-urban areas. 

We recommend that as soon as it can pos­
sibly be structured, Congress should author­
ize the funds for a special housing census. 
The special housing census can then become 
the basis for congressional consideration on 
future housing appropriations, programs and 
goals. 
NHC PROPOSED HOUSING PROGRAM WD..L HELP 

REVIVE ECONOMY INSTEAD OF ADMINISTRA• 
TION'S PROGRAM WIDCH WOULD CONTINUE 
DEEP RECESSION U 

XXIX. Administration's program has causea 
depres.sion in housing which helped get 
recessU)n started 
Toward the conclusion of his speech of 

January 20, 1976, before the NM;ional Asso­
ciation of Home Builders annual convention. 
former Secretary Lynn expressed his judg-

Footnotea at end of article. 

ment that nothing was more vital to the 
health of home building than halting budget 
increases. He then stated two alternative 
ways of dealing With the budgetary deficit 
problem: 

(1) to increase taxes-which would leave 
less purchasing power for home purchase 
down payments and monthly mortgage pay­
ments; or 

(2) not to increase taxes, but have the 
government borrow more and more resulting 
in an increase in interest rates which would 
choke off funds for housing and other invest­
ments. 

Former Secretary Lynn concluded his re­
marks by indicating that budgetary strin­
gency is the policy to be followed, a course 
which he promised to pursue as Director of 
the Office of Management and Budget. The 
implication for housing is that the govern­
ment should not increase the rate of housing 
assistance in order to increase housing pro­
duction. 

Such an Administration policy has, in ef­
fect, been pursued since January 1973 when 
a moratorium was placed on new approvals 
under subsidized housing programs. It was 
lifted only for the FmHA rural housing pro­
grams-although there has been a slow-down 
and little production under them-but has 
been continued for the BUD programs. Con­
sequently, about 200,000 less Federall1-
assisted housing units were started in 1974 
than in 1972 and the rate of production is 
even less this year. This and other Adminis­
tration policies have contributed to the 
drastic decline in the annual rate of total 
housing sta.rt.s between October 1972 and 
January 1975. 

In the wake of declining construction ac­
tivity during 1974, there followed decreased 
production and increased unemployment in 
the manufacture of lumber and wood prod­
ucts; stone, clay and glass products; and 
fabricated metal products, including major 
appliances. Directly related unemployment 
also developed in transportation, wholesale 
trade and finance and real estate activities. 
One step removed were the decreased de­
mands, production and employment in fur­
niture, fixtures and home furnishings. Fi­
nally, the decreased purchasing power of the 
construction-related unemployed seriously 
weakened demands for less durable consumer 
products and the overall rate of unemploy­
~ent accelerated to reach the highest rate 
smce 1941. 

The current low level of housing produc­
tion is creating a further dangerous distor­
tion in the economy and causing mounting 
unemployment. There is a threat of disaster 
with many business failures among those en­
gaged in this vital industry and others de­
pendent upon it. In January of this year the 
unemployment in construction was at a 'rate 
of 22.6 percent as reported by the Department 
of Labor which is almost triple the rate of 
unemployment generally. When we add the 
multiplier effe<?t of unemployment in related 
and other industries C1l.used by bythe depres­
sion in construction, the total unemployment 
is 2,700,000 people. The unemployment in 
residential construction is about 40 percent. 
In this deepening recession, the housing in­
dustry has suffered earliest and most and it 
has contributed more to unemployment than 
any other industry. 

Based on past experiences, we know that 
high unemployment results in substantial 
losses of production and income. As much as 
one-third of the total deficit in national pro­
duction is due directly or indirectly to the 
housing shortfall and its ramifying effects 
upon so many other types of enterprises. 
The most effective way to reduce projected 
Federal budget deficits and borrowing needs 
of the Treasury is to get people back to work. 
Getting people back to work will reduce out­
lays for unemployment insurance benefits 
and provide increased tax revenues from ad-
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dltlonal income that would be generated in 
a revived economy. 

The Administration's proposed program 
would reduce expenditures for housing, bu1; 
this will create greater budget deficits be- . 
cause of the tremendous unemployment and 
the cost of unemployment insurance bene­
fits and because of the tremendous loss in 
tax receipts. We find it hard to believe that 
the Administration has not learned from its 
past mistakes. The 1973 moratorium and 
post Administration policies on housing 
helped the recession get started. Even in the 
face of two years of declining housing starts 
and the deepening recession, former Secre­
tary Lynn prescribes more of the same bad 
medicine. The inadequate housing programs 
proposed by the Administration will lead to 
a recession for years as projected in the 
President's economic report to Congress. 

We are faced with an infiationary situation 
in housing which can only be overcome by 
increased production. Although short-term 
interest rates have been declining in recent 
weeks, the traditionally sticky mortgage in­
terest rates have not shown much sign of 
significant decllne. If we walt-as the Ad­
ministration suggests-for market forces to 
reduce mortgage interest rates so that home 
building activity can be raised, the depres­
sion in residential construction wlll be pro­
tracted. This wlll cause a prolongation of the 
deep general economic recession which gives 
rise to very large budget deficits. 

Treasury Secretary William Simon sees 
•'blue patches" in the present clouded eco­
nomic skies. To talk about "blue skies" now is 
a disservice says former Economic Council 
Chairman Walter Heller. There ls a danger 1n 
the Administration's excessive optimism or 
its belief that recovery will be automatic. 
The danger ls that these views discourage 
the strong stimulative actions--such as those 
recommended in these Resolutions-which 
are necessary to achieve an economic re­
covery. 

As described below, Federally assisted hous­
ing programs of the level recommended in 
these Resolutions will accelerate the eco­
nomic recovery and increase effective de· 
mands for housing. It wlll create jobs tore­
lieve unemployment. It will increase na­
tional production which will increase tax rev­
enues by billions of dollars. All of this will 
reduce the deficits In the budget nd reduce 
government borrowing. 
XXX. NHO propoted. program wuz help revive 

the economy and. cut budget deficit 
It 1s sound public policy to spend money 

for housing assistance and other measures 
which wm increase housing production and 
create jobs. The money spent to stimulate 
housing construction should not be viewed as 
an added burden to the Federal budget be­
cause it has the effect of reducing the burden 
of high unemployment insurance benefits in 
the budget and increasing Federal tax re· 
celpts. 

Hundreds of thousands of unemployed 
workers in construction trades, building ma· 
terlals and home appliance production and 
transportation are available to increase the 
level of housing construction. There is a des­
perate need for additional housing since we 
are currently starting new housing units at 
less than 40 percent of the rate that is re­
quired to meet population growth needs and 
replacement of units lost from the supply. 
Moreover, the high mortgage interest rates 
have priced more than two-thirds of fam· 
llles out of the home purchase market. High 
mortgage interest rates have also caused 
a collapse of multifamily construction, be­
cause the required rents would be too high 
for most families. Although rents on new 
units being completed are relatively high, the 
rental housing vacancy rate declined during 
1974. 

The additional assisted housing programs 
which we are recommending wll1 tncrease 

housing starts by 2,400,000 Units during a 
two-year period. This will include construc­
tion of a single-famlly houses under the re· 
vived Section 235 and under the new home 
ownership program for middle-income fam-
111es. It will also include multifamily units 
under existing programs to be initiated dur­
ing the transitional period at least through 
FY 1976 until we can determine whether the 
new and untried Section 8 program will be 
effective in achieving any substantial volume 
of construction. 

With our proposed increased authoriza­
tions and with expeditious administration 
by HUD, it should be possible to achieve 
these housing starts on assisted units dur­
ing FY 1976 and 1977. This will include units 
now in the pipeline, as well as the additional 
units which are authorized. 

By the adoption of our program with these 
housing starts, there will be 2,400,000 full­
time jobs a year for a two-year period. This 
includes not only construction, supplier 
industries and transportation, but also the 
ripple and multiplier effect in the economy. 

With this level of re-employment through 
additional housing construction, it will be 
possible to reduce unemployment to a more 
tolerable level in a revived economy. Dur­
ing the week ending February 8, 1975, the 
budget carried the costly burden of unem­
ployment insurance benefits for 5,960,000 
workers I Through the proposed additional 
assisted-housing construction and the crea­
tion of additional jobs, there will be a large 
reduction in the number of workers re­
ceiving unemployment insurance benefits 
because they will obtain full-time jobs. 

In testimony before the Joint Economic 
Committee on February 28, 1975, Mr. Arthur 
M. Okun, former Chairman of the Council 
of Economic AdVisers, stated: 

"The nation's rate of production is cur­
rently running some $175 billion below the 
levels that would be generated by an average 
prosperity with a 5 percent unemployment 
rate. That is the present toll of idle men and 
idle machines, and it keeps growing with the 
end nowhere in sight." 

By the adoption of our program to 
stimulate additional assisted housing con­
struction, there will be an increase in the 
national rate of production by $70 bllllon 
a year for a two-year period. This is almost 
half of the shortfall cited by Mr. Okun. 
This includes the multiplier effect of the 
additional construction throughout the 
economy. On an annual basis, this would 
represent a 5 percent increase in our Gross 
National Product. This improvement in the 
economy will increase tax revenues by more 
than $16 billion a year for a two-year period. 
The housing industry has contributed more 
to idle capacity than any other industry dur­
ing this pervasive recession. With housing 
starts far less than half of what they were 
in 1972, our annual level of national produc­
tion is at least $175 blllion below potential. 

In testimony before the Ways and Means 
Committee, the fontle1" Director of the Of­
flee of Ma.nagemelllt a.nd. Budget stated that · 
tax receipts would be $40 billion greater 
than in FY 1976 if the economy were as 
fully employed as in 1974, which was not a 
year of full employment. This confirms the 
foot that increases in the Gross National 
Product as a result of the additional assisted 
housing construction will reduce the budget 
deficit as indicated. 

A rapid restoration of housing construc­
tion would be the best and biggest positive 
stimulant to recovery. By a prompt and 
major expansion in housing construction, we 
can help fulfill the needs for more and bet­
~ housing, stop this costly and wasteful 
recession and help bring us back to economic 
prosperity. 

We oppose the Admln.lstration's proposed 
program which would reduce expenditures 
for the avowed purpose of reducing budget 
deficits. In fact, that progmm resu!UI in 

higher budget deficits because it continues 
the depression in construction and the deep 
recession in the economy. The main ele­
ments in causing the current budgetary def­
icits under the Administration's progra,m are 
the added cost of unemploy-ment insurance 
benefits and the tremendous loss in tax rev­
enues. By reducing the cost of unemploy­
ment relief and increasing tax revenues, 
there will be an lm.provement in the budget 
which will more than offset the annual cost 
of additional assistance payments for hous­
ing. Our proposed. assisted hoUSing program 
Will reduce budget deficits rather than add 
to them. Moreover. the expenditures to stim· 
ula.te housing construction.will increase our 
capital assets .and add to the real wealth of 
the Nation. 

CONCLUSION 

The housing expenditures we recommend 
will (1) create 2,400,000 full-time jobs a year 
for a two-year period which will cut budget 
expenditures for unemployment insurance 
benefits and (2) improve the national rate 
of producticm by $70 billion a year for two 
years whlob wlll increase tax revenues by 
$16 billion for each of these yea.rs. This will 
reduce the deficits in the Federal Budget 
and reduce Government borrowing. Through 
the adoption of the programs we recom­
mend, housing can again be the bellwether 
to lead the economy out of the recession, re­
lleve unemployment and meet the urgent 
housing needs so long neglected. 

EXHIBIT A 

HUD'S PROJECTIONS OF HOUSING STARTS BASED ON 
EXCERPTS FROM ITS TABlE ENTITLED "INVENTORY OF 
RESERVATIONS OUTSTANDING" 

Fiscal year 

Low 
rent Rent 

public supple-
236 housing ments 235 Total 

1975 starts___ 30, 000 35, 000 6, 000 18, 300 89, 300 
Fiscal year 

1976 starts___ 40,000 35, 000 7, 000 - -- - -- -- 82,000 
Reservations 

outstanding 
on July 1, 
1976, without 

~fau~~~- --- - 54, t6s 5t, 147 14,603 ________ n9, 916 

TotaL •• 124, 166 121,147 27,603 18,300 291,216 

NOTES 

1. The foregoing tab.le r_elates to housing projec;s which are 
already in the HUD pJpelrne and have funds available under 
assisted programs. The table is more optimistic in its projection 
of housing starts than is justified based on HUD's current slow 
rate of achieving housing starts. 

2. In sec. II of our resolutions, we recommend that HUD ge~ a 
quick start on construction this year of the above 291, 216 umts 
of assisted housing by reviving the operation push-out program 
which v.as used successfully in 1971. These housing projects 
are already in the HUD pi~eline and ~ave.funds avail~b~e. • 

3. Our resolutions contam other legJslat1Ve and admm1strative 
recommendations to increase housing production to tha annual 
goal of 2 600,000 units (excluding mobile homes) established in 
the 1968' Housing Act, with a revised annual goal of 1,200,000 
units for those of low and moderate incomes and others v.ho have 
been priced out of the market. 

SUPPLEMENTAL RESOLUTION CALLING FOR AC­
TION TO PUT ALL PROGRAMS INTO FULL-SCALE 
OPERATION 

XXXI. Resolution calling for action by the 
President and. the Congress--and., tl nec­
essary, the courts-to mandate the use oj 
assistance programs tor housing those of 
low, moderate and middle tncomes 

(Resolution adopted by the Board of Direc­
tors and Presented to the Membership on 
March 10, 1975) 
Whereas, the National Housing Confer­

ence, since its founding in 1931, has been 
committed to the provision of decent hous­
ing 1n suitable environments for all Amer• 
ican famllies, and 

Whereas, over these 44 years it has worked 
particularly for the enactment of Federal 
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programs t.o provide assistance, where 
needed, for those of low, moderate and mid­
dle incomes to obtain such housing, and 

Whereas, there are now available an array 
of proven programs, with funding, which 
can be used to meet the housing needs of 
t he nation's low, moderate and middle in­
come families but which have been stopped 
by administrative flat, or so encumbered 
with excessive requirements and red tape 
that practically no housing is being provided 
under them, and 

Whereas, the National Housing Confere':lce 
believes that the full use of these housmg 
and community development programs 
should represent a matter of the highest 
priority for this nation and its government, 
to meet not only the unquestioned needs 
of mlllions of families now residing in in­
adequate housing, but also to restore an op­
portunity for employment to the hundreds 
of thousands of workers who have been 
thrown out of their jobs because of the 
severe falloff in housing construction, 

Now, therefore, be it resolved by the Board 
of Directors of the National Housing Confer­
ence that it calls upon the President and the 
Congress to take every necessary action to 
put into full-scale oper~tion imme~iately all 
programs which are available to assiSt in the 
construction and provision of housing for 
low, moderate and middle income families, 
and 

Be it further resolved, that the Congress, 
unless Immediate action is taken by the 
President, mandate that the President use 
these programs to the full extent of funds 
available through such means as may be 
necessary, including conditioning the con­
tinued operation of the Department of 
Housing and Urban Development on their 
use and tieing such a mandate to the next 
appropriate appropriations act that wlll be 
before t'he Congress, and 

Be it further resolved, that, if necessary, 
the National Housing Conference initiate or 
support appropriate action in the courts of 
the United States to assure that the pro­
grams are, in fact, carried out. 

In presenting this Resolution to the mem­
bers President Leon N. Weiner stressed the 
urg~ncy of the housing situation as follows: 

"The time for hand wringing, pleading, 
and hoping is over. As housing production 
sUpped dramatically in the past two years, 
we have watched our country fall further 
and further away from attaining our na­
tional goal of a decent home in a suitable 
environment for every American family. Our 
repeated warnings have gone unheeded. 

"We cannot wait any longer; the time to 
take action is now. The tools already exist, 
only the wll1 to utilize them is lacking. Fund 
commitments have already been made for 
300,000 units of subsidized housing. The Ad­
ministration, however, has proposed that 
only 170,000 starts be made under these com­
mitments during the current and next fiscal 
years. Through an Operation Push-Out, all of 
the 300,000 units could be started this year. 
The suspended Section 235 low Income home 
ownership program could produce 240,000 
more units if impounded funds were released. 
In addition, funds should be reallocated from 
the new and untested Section 8 program to 
the public housing and turnkey programs in 
order to provide 200,000 units in a minimum 
of time. 

"The measures, if taken now would pro­
duce 740,000 units of desperately needed low 
and moderate income housing in the shortest 
time possible. This does not include an addi­
tional housing under new programs which 
we support. It only includes the use of exist­
ing programs effectively and to the fullest 
possible extent. 

"The additional housing starts will help 
revive the economy. They will provide about 
1,500,000 full-time jobs :fbr a year. They will 
increase the national rate of production by 

$45 billion for a year. They will increase Fed­
eral tax revenues by about $10 bllllon." 

FOOTNOTES 

1 This topic is covered In Part I below. 
2 The underscoring in these Resolutions is 

to emphasize matters of major Importance. 
3 These two incentives should help sell 

many houses which overhang the market 
and which qualify for this assistance. See 
Part IX below for a discussion of this. 

~o For a fuller discussion of the reduction in 
budget deficits through increased housing 
construction, see Parts X, XXIX and XXX. 

s This topic is covered in Parts II through 
X below. 

o For a fuller discussion of this, see Part 
VI. 

'~For a discussion of the maladministration 
of these programs and HUD's failure to take 
necessary and timely actions on many mat­
ters which created problems, see paragraphs 
(a) through (g) and (1) of Part XX, Part 
XXII, and paragraphs (d), (h) and (i) of 
Part XXIV. 

s For a full discussion of the actions neces­
sary to improve and expedite HUD adminis­
tration, see Part XXll. 

11 This will assure the use of the Operation 
Push-Out program described In Pa.rt II. 

1o For references to discussions of this else­
where in the Resolutions, see footnote 7. 

u For a full discussion of this, see para­
graph (a) under Part XX. 

12 For a full discussion of this, see para­
graph (b) under Pa.rt XX. 

12 For a full discussion of this, see Part 
VIIi. 

li These recommendations are in Parts IV 
through IX below. 

15 The developers include private non-profit 
corporations, consumer cooperatives, limited 
profit sponsors and public bodies or agencies. 

16 For a full discussion of this, see Part 
XXIII. 

11 For a further discussion of this subject, 
see paragraph 6 under Part XI. 

1s The amendment in the 1974 Housing Act 
establishing the new income limit of 80 per­
cent of the median is applicable to Section 
236 projects undertaken before June 30, 1974, 
at the option of the mortgagor. It applies to 
all projects undertaken after that date. 

JJl The same Bill was introduced in the Sen­
ate as s. 587 by Senator Ernest F. Hollings. 
This same Bill was also Introduced by Sen­
ator Harrison A. Williams as S. 591 except 
that it includes provisions which would carry 
out some of the recommendations made in 
these Resolutions, such as expending assis­
tance payments for two additional years. 

20 The programs listed below are described 
elsewhere in these Resolutions as follows: 
item (a) in paragraph (A) under Part ill; 
item(b) in paragraph (B) under Part ill; 
item (c) in paragraph (C) under Part III; 
item (d) in paragraph (B) under Part VII; 
and item (e) in Part IX. 

m The House Subcommittee on Housing 
and Community Development approved a 
modified version of H.R. 29. The Subcommit­
tee Bill, H.R. 4485, was then approved by the 
full House Committee with amendments. The 
Committee Blll authorizes commitments un• 
til June 30, 1976, for a program of 400,000 
units instead of 1,000,000 units per year for 
two years which we still recommend. The ag­
gregate amount of contracts for Interest re­
duction payments under the Committee Bill 
is $300 million per year. Under S. 773, Chair­
man Proxmlre estimates that the annual 
cost would be $300 million to reduce interest 
rates to 6 percent on 1,000,000 homes for 
middle-income families, based on financing 
through the Federal Financing Bank at 
Treasury rates. 

22 The foregoing table does not Include 
other programs recommended in these Reso­
lutions which relate to unassisted housing, 
such as additional mortgage purchases under 

the Emergency Housing Act and the Tandem 
Plan and measures to prevent massive fore­
closures. These are described in Parts XVI, 
XVII and XX. 

23 There is an explanation for the figures of 
2,600,000 and 2,400,000 used in the text. The 
authorizations are 2,600,000 units for addi­
tional assisted housing. Under the middle­
income home ownership program of 2,000,000 
units in H.R. 29 and S. 773 as introduced, at 
least 400,000 units may involve existing ho~s­
ing. There is a balance of 2,200,000 involvmg 
construction on assisted housing plus the 
300,000 units in the pipeline. Of these, we 
are projecting 2,400,000 starts of assisted 
housing for a two-year pe:i~, with the b~l­
ance remaining in the pipelme along with 
pending applications for Section 8 assistance. 

24. See Parts XXIX and XXX which show 
how the proposed assisted housing programs 
will help revive the economy and reduce 
budget deficits. 

:.a This topic is covered in Parts XI 
through XIV below. 

2e For a discussion of other grounds for 
damage suits if new communities .are not 
completed and environments Improved in 
accordance with HOD-approved plans, see 
Part XIII relating to possible suits for the 
failure to complete urban renewal areas and 
plans. 

:1 This topic is cove1·ed in Parts XV through 
XIX below. 

2s For a further discussion of S. 773, see 
Part IX. 

211 This topic is covered in Parts XX and 
XXI below. 

:10 Hopefully new programs are being form­
ulated by legislation and by HOD to try to 
avoid massive future foreclosures and ac­
quisitions of projects. 

n Th1s topic fs covered In Parts XXII 
through XXIV below. 

32 ·Former FHA Commissioner Shel!don 
Lubar states that the processing time often 
reached two years because of the require­
ments that have been Imposed on multi­
family. He also states that multifamily hous­
ing had the major Impact on the downturn 
and that is where we need a clearer, simpler, 
direct system. 

:13 This topic is covered in Parts XXV 
through XXVIII below. 

34 This topic is covered in Parts XXIX and 
XXX below. 

TRIBUTE TO JAMES H. SCHEUER 

The National Housing Conference salutes 
our immediate past president, Congressman 
James H. Scheuer, who resigned as President 
upon his reelection to the U.S. House of 
Representatives. 

Jim Scheuer has been a dedicated fighter 
for decent housing !or all Americans all of 
his life. 

He has been a long-time member and sup• 
porter of the NHC. He served as a member 
of the Board of Directors from 1959 through 
1965 when he resigned to become a member 
of the House of Representatives. 

He served for four terms as President of 
the Citizens Housing and Planning Council 
of New York City. 

He was appointed by Governor Averell Har­
riman of New York as Chairman of the Hous­
ing Advisory Council of the New York State 
Commission Against Discrimination. 

In 1973, he replaced the late Nathaniel s. 
Keith as President of NHC and carried on 
the work of the organization in the great 
tradition of his predecessor. 

Jim Scheuer has demonstrated his concern 
for good housing both as a private developer 
who pioneered under the urban renewal pro­
gram and a.s a public leader 1n and out of 
Congress for better housing programs and 
legislation for the American people. 

The National Housing Conference regrets 
the loss of Jim Scheuer's services as Its Presl-
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dent, but ls deeply appreciative of Its new 
friend In COngress with a depth of knowledge 
of the problems of the housing Industry and 
the housing needs of the American people. 
We look forward to his continued advice 
and counsel ln the years ahead. We pay tri.b• 
ute to him for his dedicated service. 

OBITUARIES 

The National Housing Conference notes 
with regret the loss of the following loyal and 
effective supporters of good housing and 
community development: 

TRACY B. AUGUR 

Tracy Augur received many honors as an 
urban planning pioneer. His 40 years of Fed­
eral service Included participation ln the 
development of the Tennessee Valley Author· 
ity and eight years as the first director of 
the "Section 701" urban planning assistance 
program in HHFA, which ln 1954 established 
Federal aid for local, metropolitan and re­
gional planning on a permanent basis. 

EDWARD H. BAXTER, SR. 

Ed Baxter's career In HUD and its prede­
cessor HHFA included 9 years as regional 
administrator in Atlanta. 

ARCHIE P. BURGESS 

Archie Burgess spent most of his long Fed­
eral service In public housing architecture 
and design. He was an assistant director of 
public housing In San Francisco and Phlla· 
delphia regional offices before returning to 
Washington as director of design services. 

IVAN D. CARSON 

After service as director of the Federal gov· 
ernment•s rent control program, Ivan D. Car· 
son joined HHFA's then ne-w slum clearance 
and urban redevelopment program ln 1950. 
He was regional director of urban renewal in 
Chicago for nearly 5 years. 

RAYMOND M. FOLEY 

A permanent foundation for HUD's present 
extensive housing and community develop· 
ment functions was created during Ray 
Foley's 7-year tenure as national housing ad· 
mtnistrator. First was the estabUshment in 
1946 of the Housing and Home Finance 
Agency as a permanent peacetime housing 
agency, of which Ray was first administrator. 
Then came enactment after a long struggle 
of the first omnibus housing legislation, the 
Housing Act of 1949, which among other 
things reactivated the low-rent public hous­
ing and established the sum clearance and 
urban redevelopment (later urban renewal) 
progam. Other major accomplishments of his 
administration were accelerated housing pro­
duction to a.Ueviate the critical post-war 
shortages and the establishment of FHA's 
Sectlon 213 cooperative housing program. 
But to him one of the biggest a-ecompllsh­
ments was bringing greater understanding 
and less controversy between private indus­
try and the government agencies. 

A. B. HANSON 

Ray Hanson spent his entire 27 years of 
Federal service in public housing, most of 
them in Atlanta. From 1952 to 1969 he di· 
rected Federal public housing activities in 
the Southeast region. 

FRANK S. HORNE 

Dr. FrankS. Horne was for many years In 
the forefront or the struggle for better hous­
ing for all, the ellmlnation of racial dis· 
crimlnation in housing and in public employ­
ment opportunities. In 1940, after two years 
service under Robert C. Weaver, he became 
Federal public housing's principal racial rela­
tions omcer and later directed the greatly ex­
panded minority group activities for the en• 
tire HHFA. After 1955 he performed slmllar 
services for New York City. He was a long­
time member and supporter of NHC, a found­
er of the Committee against DisCrimination 
1n Housing and a member of several ctvll 
rights organizations. 

ANDREW 8. IDDINGS 

Andrew Iddings fought for the first state 
housing authority law, In Ohio in 1933, 
helped draft the United States Housing Act 
of 1937, and was a founder and long-time 
chairman of the Dayton Metropolitan Hous­
ing Authority. 

JOHN A. KERVICK 

John Kervlck's services to housing were 
extensive and varied. As regional director of 
the Federal public housing in New York he 
supervised the production of more than 78,-
000 war housing units. He was an ardent sup­
porter of NHC and fund raiser, a member for 
approximately 30 years, board member for 
more than a decade, for many of which he 
was also chairman. 

MARY C. MAHER 

Mary Maher was the nation's first woman 
public housing manager. She managed the 
Lakeview Terrace project of the Cleveland 
Metropolitan Housing Authority for 23 years 
until, in 1965, she retired at the age of 80 
years. 

THEO J. MCGEE 

When Theo McGee retired in 1972 after 34 
years of continuous service a.s chairman of 
the Housing Authority of the City of Colum­
bus, a board resolution designating him 
honorary chairman and identified his name 
as "synonymous with pubUc housing, urban 
renewal, slum clearance, community im­
provement and all related worthwhile ob­
jectives in COlumbus". Hts quarter century 
of service on the NHC board of directors In­
cluded terms as chairman, president and vice 
president. He was elected an honorary direc­
tor in 1974. Theo also found time as a prac­
ticing lawyer to be an active Methodist lay­
man on a. local, state and national scale and 
to participate in poUtics and other civic en­
terprises. 

ORVU. R. OLMSTED 

Orvll Olmsted's 18 years In the Federal 
public housing program included service as 
regional director In Chicago and as assistant 
PHA commissioner of development in Wash­
ington. 

ALFRED RHEINSTEIN 

As chairman of the New York Housing 
Authority from 1937 Alfred Rheinstein se­
lected the sites, bought the land and super­
vised planning and construction of the city's 
initial public housing project financed under 
the United States Housing Act of 1937. 

CLARENCE S. STEIN 

Clarence S. Stein, town planning pioneer, 
was best known for his advocacy of the "gar­
den city" concept and for the prototype 
projects he designed, including the three 
Federal greenbelt towns bullt in the '30's, 
Sunnyside Gardens in Queens, Baldwin Hills 
Village in Los Angeles, and the planned sub­
urb of Radburn, N.J. He had a broad lnteresfi 
In social problems and politics. He was an 
extensive writer and received many architec­
tural and planning awards. 

BUSSELL C. TAYLOR 

Russell Taylor, director of the COlum­
bus (Ohio) MetropoUtan Housing Authority 
for 22 years, was particularly proud of its 
accomplishments in providing better hous­
ing for the city's elderly residents. He was a 
member of NHC for nearly 20 years. 

PROGRAM 
Mr. ROBERT C. BYRD. Mr. President, 

the Senate will convene at 12 o'clock 
noon on Monday next, following a 
recess. 

After the two leaders or their desig­
nees have been recognized under the 
standing order, there will be a period for 
the transaction of routine morning busi­
ness, of not to exceed 1 hour, with state· 

ments therein limited to 5 minutes each, 
for which I ask unanimous consent. 

The PRESIDING OFFICER. Without 
objection, it 1s so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
under the agreement entered, business 
can be transacted on Monday by unani­
mous consent, and business may be 
transacted by voice vote. But any rollcall 
votes that are ordered will go over until 
W'ednesday under the agreement. I was 
about to ask that they follow the vote at 
5 o'clock which will occur on the farm 
bill, but it is quite possible that Senatot·s 
would be agreeable to having any votes 
that would be ordered on Monday occur 
prior to 5 p.m. on Wednesday. So I will 
not deprive them of that decision, which 
can be made later. 

The Senate, upon the close of busi­
ness Monday, will go over until 9 a.m. 
on Wednesday. Immediately after the 
two leaders or their designees have been 
recognized on Wednesday under the 
standing order, the farm bill will be re­
sumed, under a time agreement. Rollcall 
votes may occur during the day on 
amendments thereto or on related mo­
tions or appeals or points of order, with 
a final vote to occur on that bill at 5 p.m. 

If the conference report on the tax bill 
has been adopted by the other body and 
is ready for action in this body by Wed­
nesday, that action would follow the 
final vote on the farm bill on Wednes .. 
day. 

TIME LIMITATION AGREEl\.iENT 

Mr. President, I ask unanimous con­
sent that time on any point of order in 
relation to the farm bill also be limited 
to 20 minutes, to be equally divided, 1n 
accordance with the usual form. 

The PRESIDING OFFICER. Without 
objection, it 1s so ordered. 

RECESS UNTIL MONDAY, MARCH 24, 
1975 

Mr. ROBERT C. BYRD. Mr. Presi­
dent, if there be no further business to 
come before the Senate, I move, 1n ac­
cordance with the previous order, that 
the Senate stand in recess until 12 
o'clock on Monday next. 

The motion was agreed to; and at 
2:09a.m., Saturday, March 22, 1975, the 
Senate recessed until March 24, 1975, at 
12noon. 

NOMINATIONS 
Executive nominations received by the 

Senate March 21, 1975 (legislative day of 
March 12): 

IN THE COAST GUARD 

The following graduates of the Coast Guard 
Academy to be permanent commissioned of­
ficers in the coast Guard 1n the grade of 
ensign: 

Gregory Don Ahlstrom 
John Joseph Albertine 
Douglas Harold A1s1p 
Mark Raymond Anderson 
WU11am Duncan Angel 
William Coolidge Antrican, Jr. 
William Timothy Batley 
David Paul Baird 
Thomas John Baird 
Danny Lee Barney 
John Roger Barrett 
Daniel Chris Becker 
Charles Thomas Bennett m 
Wlllia.m Clayton Bennett 
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Craig Randall Berry 
Gary Thomas Blore 
Raymond Walter Blowitskl 
Mark Elvin Blumfelder 
Roger Wayne Bogue 
Gregory Merle Bowlry 
Dave Lee Brannon 
Michael Bray 
Lawrence Michael Brooks 
Raymond Thomas Brooks 
David Wallace Broughton 
Daniel Morris Brown 
Roger William Browne m 
Lutz Gerd Buesing 
John Louis Byczek 
Jon Travis Byrd 
Michael Shaun Canavan 
George Albert Capacci 
Keith William Chase 
Stephen Thomas Ciccalone 
Stephen Dennis Cmar 
John Edward Comeau 
Steven Marr Conway 
John Ennis Crowley. Jr. 
John Emmett Crowley. Jr. 
Arthur Ernest Cubbon. Jr. 
John Joseph Davin. Jr. 
Michael John Devine 
Jon Scott Dilloway 
Michael John Dobravec 
Brian Nell Durham 
Julian Orante Elevado. Jr. 
Paul Charles Ellner 
Lawrence Allen Eppler 
Philllp Allen Fallis 
Douglas Martin Farley 
Robert Edward Fellrath 
John Lawrence Ferrare 
Randall Robert Fie brandt 
Jeffrey Arthur Florin 
Elijah Flynn 
Daniel Wayne Pouts 
David Michael French 
Erik Norton Funk 
Dale Gerald Gabel 
Gordon David Garrett 
Christopher Albert Gauvin 
Joseph Gerard Glanfalla. Jr. 
David Cannon Glover 
Richard Wayne Goodchild 
William Ernest Goodwin 
John Lawrence Grenier 
Gregory Peter Griffiths 

_ Frank Jeffrey Gross 
Donald Stephen Grushey 
Jonathan Todd Gunvalson 
Wayne David' Gusman 
Lawrence Alan Hall 
James Joseph Hanks 
Dennis John Hardacker 
Barry Albert Harner 
Stephen Philip Healow 
Harlan Henderson 
Joel Charles Hendrix 
Benjamin Arnold Herrick 
Michael Francis Holmes 
David Wlllls Hoover 
Gregory Joseph Horton 
Richard Reid Houck 
Dwight George Hutchinson m 
Dennis Ihnat 
Harvey Elwood Johnson. Jr. 
William Logan Johnson 
David Wyn Jones 
Richard Dan Kassler 
William Connor Kessenich 
Roosevelt Lincoln Kinney 
William Alan Kosty 
Scott Vincent LaBurn 
Charles Taylor Lancaster 
Robert Michael Latas 
Harold Devoy Lee 
Patrick Kenneth LeSesne 
Warren David Levine 
Carl Andrew Lindberg 
James Jerome Lober. Jr. 
Kevin John MacNaughton 
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Christopher Ryder :\Iarple 
Douglas Eugene Martin 
Thomas John Martin 
George Ritchie Matthews. Jr. 
Thomas Jackson McDaniel 
Eugene Lawrence McDermott 
Joseph Robert McFaul 
Kenneth David McKlnna 
Thomas Henry Micklas 
Terence Russell Miller 
Walter Scott Miller 
Steven Allen Newell 
Frederick Thomas Nichols 
Dana Vincent O'Hara 
Robert Andrew Opkins 
John Gerard Pagani 
Robert Joseph Papp. Jr. 
William Melvin Parker. Jr. 
John Frederick Pillsbury 
Richard Charles Pohland 
Marvin James Pontiff · 
Martin Bernard Potkalesky 
Geoffrey David Powers 
Richard Paul Prince 
Wayne Clay Raabe 
David James Radachy 
Paul Ellery Redmond. Jr. 
Gregory John Robinson 
Walter John Romanosky. Jr. 
Richard Arthur Booth 
Fred Mandez Rosa. Jr. 
Richard Lee Roseberry 
Douglas Paul Rudolph 
David Wayne Ryan 
Patrick Joseph Ryan 
JamesSabo 
Arthur Louls Sala 
Richard Wayne Sand!ord 
James Robert Santucci 
Craig Louis Schnappinger 
Mark Warren Schultz 
Mark Linsly Scirf 
Richard Michael Sebek 
Herbert Henry Sharpe 
Bernard Joseph Sllkowskl 
Michael Jeffrey Smith 
John Clyde Simpson 
Michael Jeffrey Smith 
Glenn Louis Snyder 
William Henry Southwood 
Robert Arnold Stromsted 
Timothy Shawn Sullivan 
Jeffery Henry Sunday 
Philip Allen Thibault 
Michael Edward Thompson 
Dennis Coleman Thorseth 
Timothy Edward Tilghman 
Craig Richard Trump 
George Robert Turner, Jr. 
Mark Gustav Vanhaverbeke 
William Stephen Otto Vlcek 
Walter Emil Veselka,ni 
Arthur Joseph Volkle, Jr. 
Charles Lewis Wakefield 
Mark Richard Warburton 
Clyde Kazuto Watanabe 
Ty G. Waterman 
Thomas Alden Watkins 
Christopher Cyrus Watson 
Andrew Garey Webb 
James Duffy Weselcouch 
Joel Raphun Whitehead 
Franz Meredith Wllcenskl 
David Ernest Willhite 
Frank James Wllllams 
John Robert Williams 
Matthew Gll\bert Williams 
Henry Kendall Witmer 
Frederick Roy Wright 
The following regular officers of the perma· 

nent commissioned teaching sta1f of the U.S. 
Coast Guard for promotion to the grades 
indica. ted: 

Captain 

f .. ,:_, Jimmie D. Woods 
Ronald A. Wells 

Commander 
David A. Sandell 
The following member of the U.S. Coast 

Guard for appointment as Director of the 
Coast Guard Band to be a permanent com­
missioned officer in the grade of lieutenant 
(junior grade): 

Lewis J. Buckley . 
The following Reserve officers of the U.S. 

Coast Guard to be permanent commissioned 
officers in the Regular Coast Guard in the 
grades indicated: 

Lieutenant commander 
Lawrence G. D'Oench 
John A. Goodman 

Lieutenant 
Peter S. Heins William C. Thompson 
John c. Beckwith WilHam J. Van Orden 
Douglas H. Eldridge Daniel V. Wallace 
Paul K. Anderson Gary J. Turvill 
Robert A. Breunig Richard J. Davison 
William Y. Clark II Thomas H. Donek 
John K. Colvin James G. Force ID 
Richard B. Franks m Brian W. Hadler 
Richard W. Harbert Timothy J. Jamison 
John G. Kotecki WilliamS. Jerrems 
.Paul D. Mankovich Paul J. Larson 
Timothy R. McHugh John R. McElwain 
James B. Morris Robert G. Ramsay 
Zoran Sajovic John A. Unzicker. Jr. 

The following Reserve officers of the U.S. 
Coast Guard to be permanent commissioned 
officers in the Regular Coast Guard in the 
grade of lieutenant (junior grade) and for 
promotion to the grade of lieutenant: 
James L. Arias Paul G. Golden 
Philip K. Chase John H. Johnson m 
Charles N. Cobb Raymond E. Mattson 
Wllllam E. Dahlberg Donald P. Montoro 
Robert V. Diaz Bruce Pickard 
Craig S. English Scott H. Smith 
Barry A. Farnsworth Thomas H. Spooner 
Pedro G. Filipowsky Gregory N. Yaroch 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate March 22. 1975 (legislative 
day of March 12): 

DEPARTMENT OF JUSTICE 

Harold R. Tyler. Jr., of New York, to be 
Deputy Attorney General. 

DEPARTMENT OF STATE 

John E. Reinhardt, of Maryland. a Foreign 
Service information officer of the class of 
Career Minister for Information. to be an As­
sistant Secretary of State. 

Wiley T. Buchanan. Jr .• of tfle District of 
Columbia, to be Ambassador Extraordinary 
and Plenipotentiary of the United States of 
America to Austria. 

Eugene V. McAullffe. of Massachusetts. a 
Foreign Service officer of class 1. to be Am­
bassador Extraordinary and Plenipotentiary 
of the United States of America to Hungary. 

Donald B. Easum. of Virginia. a Foreign 
Service officer of class 1. to be Ambassador 
Extraordinary and Ple~potentiary of the 
United States of America to the Federal Re­
public of Nigeria. 

Arthur Z. Gardiner. Jr .• of the District of 
Columbia. to be an Assistant Administrator 
of the Agency for International Development. 
U.S. ADVISORY COMMISSION ON INFORMATION 

John M. Shaheen. of D.linois. to be a mem­
ber of the U.S. Advisory Commission on In­
formation for a term expiring January 27. 
1977. 

(The above nominations were approved 
subject to the nominees• commitment to re· 
spond to requests to appear and testify be­
fore any duly constituted committee of the 
Senate.) 
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