12152

10:00 am,
Banking, Housing. and Urban Affairs
Consumer Affairs Subcommittee
To continue hearings on H.R. 5294, S.
656, 5. 918, and 8. 1130, to amend the
Consumer Protection Act so as to
prohibit abuvsive practices by inde-
pendent debt collectors.
Environment and Public Works
To mark up proposed lezi=lation author-
izing funds for the Nuclear Regulatory
Commission.
4200 Dirksen Bulilding

Governmental Affairs
Subcommittee on Reports, Accounting and
Management
To continue hearings to review tihe
processes by which accounting and
auditing rractices and procedures,
promulgated or approved by the Fed-
eral Government, are established.
6202 Dirksen Bullding
g MAY 13
10:00 a.m.
Banking, Housing, and Urban Affairs
Consumer Affairs Subcommittee
To continue hearings on H.R. 5294, S.
656, S. 918, and S. 1130, to amend the
Consumer Protection Act so as to nro-
hibit abusive practices by independent
debt collectors.
5302 Dirksen Bullding
MAY 16
10:00 a.m.
Banking, Housing, and Urban Affairs
To hold oversight hearings on federally
guaranteed loans to New York City.
5302 Dirksen Building
Select Indian Affairs
To hold hearings on S. 470 and 8. 471,
pertaining to lands on the Umatilla
Indian Reservation, Oregon.
Room to be announced
MAY 17
10:00 a.m.
Banking, Housing, and Urban Affairs
To continue oversight hearings on fed-
erally guaranteed loans to New York
City.
5302 Dirksen Bullding
MAY 18
10:00 a.m,
Appropriations
Transportation Subcommittee
To hold hearlng on proposed budget
estimates for fiscal year 1878 for DOT,
to hear Secretary of Transportation
Adams.
1224 Dirksen Building
Banking, Housing and Urban Affairs
To continue oversight hearings on fed-
erally guaranteed loans to New York
City-
5302 Dirksen Bullding
Governmental Affairs
Subcommittee on Reports, Accounting and
Management
To resume hearings to review the proc-
esses by which accounting and audit-
ing practices and procedures, promul-
gated or approved by the Federal Gov-
ernment, are established.
6202 Dirksen Building
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Select Indian Affairs
To hold hearings on 8. 103, 667, and 785,
to convey certain Federal land to the
Ely Indian Colony, Palute, and Sho-
shone Tribes. '
Room to be announced
2:00 p.m.
Appropriations
Transportation Subcommittee
To continue hearings on proposed budg-
et estimates for fiscal year 1978 for
DOT, to hear Secretary of Transpor-
tation Adams.
1224 Dirksen Building

MAY 19

10:00 a.m.
Banking, Housing, and Urban Affairs

To hold hearings on S. 695, to impose on -

former Federal procurement person-
nel an extended time period during
which they may not work for defense
contractors.

5302 Dirksen Building

MAY 20
10:00 a.m.
Banking, Housing, and Urban Affairs
To continue hearings on S. 695, to im-
pose on former Federal procurement
personnel an extended time period
during which they may not work for
defense contractors.
5302 Dirksen Bullding
MAY 23
10:00 a.m.
Banking, Housing; and Urban Affairs
To continue hearings on S. 695, to im-
pose on former Federal procurement
personnel an extended time period
during which they may not work for
defense contractors,
5302 Dirksen Building
Select Indian Affairs
To hold hearings on 8. 805, the Central
Arizona Indian Tribal Water Settle-
ment Act of 1877.
Room to be announced
MAY 24
9:30 a.m.
Select Small Business
To resume hearings on alleged restric-
tive and anticompetitive practices in
the eyeglass industry.
424 Russell Bullding
10:00 a.m,
Government Affairs
Subcommittee on Reports, Accounting,
and Management
To resume hearings to review the proc-
esses by which accounting and audit-
ing practices and procedures, promul-
gated or approved by the Federal Gov-
ernment, are established.
6202 Dirksen Building
MAY 25
0:30 am,
Select Small Business
To continue hearings on alleged restric-
tive and anticompetitive practices in
the eyeglass industry.
424 Russell Building
Select Indian Affairs
To hold hearings on . 660, seeking an
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agreement with the Cherokee, Choc-
taw, and Chickasaw Indian Tribes of
Oklahoma for the purchase or lease of
their rights in the riverbed of the
Arkansas River.
Room to be announced
Veterans' Affairs
To hold hearings on S, 247, to provide
recognition to the Women's Air Forces
Service Pllots.
Until noon
1:00 p.m.
Governmental Affalrs
Governmental Efficiency Subcommittee
To hold hearings to receive testimony
on a GAO study alleging inaccurate
financial records of the Federal flood
insurance program.
1224 Dirksen Building

MAY 26

318 Russell Building

§:30 am.
*Select Small Business
To continue hearings on alleged restric-
tive and anticompetitive practices in
the eyeglass Industry.
235 Russell Bullding
10:00 a.m.
Governmental Affairs
Subcommittee on Reports,
and Management
To continue hearings to review the proc-
esses by which accounting and audit-
ing practices and procedures, promul-
gated or approved by the Federal Gov-
ernment, are established.
6202 Dirksen Bullding

JUNE 6

Accounting,

10:00 a.m.
Select Indian Affairs
To hold oversight hearings on the
Indian Education Reform Act (P.L.
93-638) .
Room to be announced
JUNE 7
10:00 a.m.
Select Indian Affairs
To continue oversight hearings on the
Indian Education Reform Act (P.L.
93-638).
Room to be announced
JUNE 13
9:30 am.
Commerce, Science, and Transportation
Communications Subcommittee

To hold oversight hearings on the cable
TV system.
235 Russell Building
JUNE 14
9:30 a.m.
Commerce, Sclence, and Transportation
Communications Subcommittee
To continue oversight hearings on the
cable TV system.
235 Russell Bullding
JUNE 15
9:30 a.m.,
Commerce, Science, and Transportation
Communications Subcommittee
To continue oversight hearings on the
cable TV system.
235 Russell Bullding

SENATE—Tuesday, April 26, 1977

(Legislative day of Monday, February 21, 1977)

The Senate met at 2 p.n., on the ex-
piration of the recess, and was called
to order by Hon. Paur S. SARBANES, &
Senator from the State of Maryland.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

PRAYER

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

prayer:

For the things which are seen are
temporal; but the things which are not
seen are eternal —II Corinthians 4: 18.

Lord of all life, Giver of all wisdom,
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we do not ask for special favors above
others, or exemption from the stress, or
sickness or the temptations which con-
front other men. But we ask Thee to
take us as we are, indwell us by Thy
spirit, and use us for Thy kingdom's sake.
While we are laboring in the fields of the
temporal and the visible keep us loyal
to the values which are eternal and in-
visible. And what we pray for the Mem-
bers of this body we pray also for the
President and all others in the service
of this Nation that we may ever remain
a people whose God is the Lord of Crea-
tion, our Redeemer and Judge, Father
of our Lord Jesus Christ, in whose name
we pray. Amesn.

APPOINTMENT OF ACTING PRESI-
DENT PRO TEMPORE

The PRESIDING OFFICER. The clerk
will please read a communication to the
Senate from the President pro tempore
(Mr. EASTLAND) .

The legislative clerk read the follow-

ing letter:
U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, D.C., April 26, 1977.
To the Senate:

Being temporarily absent from the Senate
on official duties, I appoint Hon. PauL S.
SarBANES, a Senator from the State of Mary-
land, to perform the dutles of the Chalr
during my absence,

JAMES O. EASTLAND,
President pro tempore.

Mr. SARBANES thereupon took the

chair as Acting President pro tempore.

THE JOURNAL

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the Jour-
nal of the proceedings of yesterday, Mon-
day, April 25, 1977, be approved.

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

COMMITTEE MEETINGS

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 tomorrow.

Mr. HANSEN. Mr. President, reserv-
ing the right to object——

The ACTING PRESIDENT pro tem-
pore. Reservation is heard.

Mr. HANSEN. I wish to say that we are
having a markup on the surf ace-mining
bill. T happen to be ranking Republican
member on the Energy and Natural Re-
sources Committee, and I have some
amendments that are to be presented,
and I would just say that it is going to
be extremely difficult for me to try to
discharge my duties as a member of the
Finance Committee here and to be on
hand at the same time for that commit-
tee over there.

Mr. ROBERT C. BYRD. Would the
Senator be agreeable, then, to making an
exception for that one committee, all
committees except that one committee?
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Mr. HANSEN. To all committees ex-
cept that one, I would be agreeable.

Let me ask the Senator this: Senator
MEeTcaLr would like for us to go back in
session, and I understand it has been
agreed to, from 2:30 until 4 o'clock this
afternoon. I am not certain how many
members there will be on hand over
there, but I think that is a pretty im-
portant bill—as I know this bill is im-
portant, too—and it is a little bit diffi-
cult to try to be both places.

Mr. ROBERT C. BYRD. Does the Sen-
ator——

Mr. HANSEN. Will there be any votes
here before 4 o'clock?

Mr. ROBERT C. BYRD. No votes be-
fore 4, unless there would be a vote in
connection with the establishment of a
auorum. I do not foresee that happening.
It could happen, but I do not expect it
to.
Mr. HANSEN. Well, then, as I under-
stand the unanimous-consent request
as modified, it would provide that all
committees may meet tomorrow with the
exception of the Committee on Energy
and Natural Resources?

Mr. ROBERT C. BYRD. Except the
one committee to which the Senator
raiced some opposition.

Mr. JAVITS. Mr. President, reserving
the right to object, we are supposed to
be, as I understand it, voting tomorrow
on this proposition. We have 2 hours for
debate; it seems fo me we should not
encourage our Members to stay away.
Therefore, I hope very much the major-
ity leader will limit that request until 12,
or whatever time the Senate session be-
gins. I think it is 11.

Mr. ROBERT C. BYRD. Well, the Sen-
ate comes in at 10:30. Committees auto-
matically can meet until 12:30 without
consent.

For the moment, Mr. President, I with-
draw my request. I just hope the Senate
will be able to proceed, and committees
will be able to proceed. We have a lot of
work down the road.

I realize Members do have problems, I
hope we will be able to accommodate our-
selves to the Members, and that they like-
wise will help the leadership in its efforts
to move ahead.

I ask unanimous consent that the Sub-
committee on Science, Technology, and
Space of the Committee on Commerce
bo authorized to meet during the after-
ncon on Wednesday, May 4, while the
Senate is in session.

Mr, BAKER, Mr. President, reserving
the right to object——

Mr. ROBERT C. BYRD. That has been
OK'd.

Mr. BAKER. It has been, yes; I OK'd
it a minute ago. But in view of the re-
marks by the distinguished senior Sena-
tor from New York

Mr. ROBERT C. BYRD. Mr, President,
I withdraw the request.

JOINT REFERRAL REQUEST—
H.R. 5675

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that when H.R.
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5675 is received from the House of Rep-
resentatives, it bz jointly referred to the
Committee on Banking, Housing, and
Urban Affairs and the Committee on Fi-
nance.

First, I want to be sure that the
chairmen of the respective commit-
tees have given clearance for this joint
referral. Therefore, I withdraw the re-
quest until we are sure of the clearance.

EXTENSION OF LEADERSHIP
RECOGNITION

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the order
for recognition of the two leaders, which
ordinarily is for 10 minutes each, today
balextended to 20 minutes each, for today
only.

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

—————————

CIVIL DEFENSE

Mr. BAKER. Mr. President, I and a
number of my colleagues have been con-
cerned for some time over the apparently
growing disparity in the civil defense
capabilities between the Soviet Union and
the United States. For that reason, I
am pleased to note that in passing yes-
terday the fiscal year 1978 DOD authori-
zation bill, th= House included $134 mil-
lion for civil defense.

This action of the House in increasing
the civil defense budget by approximately
40 percent over the fiscal year 1977 fig-
ure, indicates a growing and, I believe, a
healthy awareness that we need to take
a long and serious look at this element
of our strategic defense. As you know,
Mr. President, strategic defense has
evolved considerably since the dawn of
the nuclear age—through the forties our
possession of nuclear weapons was a
monopoly; through the fifties and early
sixties we had a clear superiority; and
now, at least in the minds of most, our
strategic deterrence is based on the con-
cept of mutually assured destruction—
the balance of terror.

For some time now we have assumed
the balance of terror was a tiger on whose
back both we and the Soviet Union were
clinging with an equal degree of cau-
tion and determination. But with the
massive Soviet investment in civil defense
measures, their natural and planned dis-
persion of both industry and population,
their program to harden essential indus-
tries and train the civilian population,
their potentially effective plans to evacu-
ate the Soviet citizenry from major
metropolitan areas—I have to wonder if
the Soviet Union is clinging to the back
of that tiger with the same sense of
prudence as are we. I think the time
has come to reexamine the concept, be-
cause if destruction is not mutual, and
if destruction is not assured, then nei-
ther is it deterrence.

Mr. President, $134 million will not
restore the balance to this apparent
asymmetry, but it is at least an indica-
tion that we in Congress are willing to
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consider the possibility that an asym-
metry exists; and there is a need to do
something about it. I believe the action
of the House on this matter is a positive
sign, and I would urge my colleagues to
follow their lead.

Mr. ROBERT C. BYRD. Mr. President,
I yield such time from my time under the
order as the distinguished chairman of
the Appropriations Committee may
require,

CRITERIA FOR THE IMPOSITION OF
THE SENTENCE OF DEATH—S. 1382

Mr. McCLELLAN. Mr. President, I in-
troduce a bill to establish rational cri-
teria for imposition of the sentence of
death, and for other purposes.

Present Federal law provides that the
death penalty is an authorized sentence
upon conviction in at least 10 instances,
including murder, treason, espionage,
rape, and air piracy where death results.
(18 U.S8.C. 34, destruction of motor ve-
hicles or motor vehicle facilities where
death results; 18 U.S.C. 351, assassina-
tion or kidnaping of Member of Congress;
18 U.S.C. 794, gathering or delivering de-
fense information to aid a foreign gov-
ernment; 18 U.S.C. 1111, first degree
murder within the special maritime and
territorial jurisdiction of the United
States; 18 U.S.C. 1114, murder of cer-
tain officers and emnloyees of the United
States; 18 U.S.C. 1718, causing death of
another by mailing injurious articles; 18
U.S.C. 1751, Presidential and Vice Presi-
dential murder and kidnaving; 18 U.S.C.

2031, rape within the special maritime or

territorial jurisdiction of the United
States; 18 U.S.C. 2381, treason; and 49
U.S.C. 1472(1), aircraft piracy).

In June of 1972, the Supreme Court
handed down its decision in the case of
Furman against Georgia, one of the
Court’s most significant decisions in re-
cent years. For it was in the Furman de-
cision that a bare maiority of the Court—
five of the nine Justices then sitting—
determined that the death penaltv could
not constitutionally be imvosed in the
cases before the court, and thereby ef-
fectively eliminated capital punishment
throughout this country as an authorized
deterrent and punishment for even the
most violent, brutal, and horrible crimes.

It is important to remember that the
Furman decision did not declare that
the death penalty itself was unconstitu-
tional, In fact, there was no majority
opinion in the case at all. ITnstead, e~ch
of the five Justices in the majority filed
his own opinion in which none of the
others joined. Of the five, only Justices
Marshall and Brennan felt that the
death penalty was, per se, unconstitu-
tional. Justices Douglas, Stewart, and
White were unwilling to reach that con-
clusion, but rather focused on the un-
limited discretion given to the judge and
jury under the then existing statutes in
determining whether the penalty was to
be imposed. The essence of their opin-
ions, particularly those of Justices Stew-
art and White, was not that the death
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penalty itself was unconstitutional, but
rather that, because of this unfettered
discretion, it had come to be imposed so
arbitrarily and capriciously as to con-
stitute cruel and unusual punishment in
violation of the eighth amendment.

Although the precise meaning of the
Furman decision was unclear, the logical
conclusion drawn from the separate
opinions rendered in the case was that
if a procedure could be devised whereby
the death penalty would be imposed in a
more rational manner than was then
being invoked, Justices White and Stew-
art would likely join in making a ma-
jority upholding the constitutionality of
the death penalty.

The response to the Furman case has
been overwhelming. Already, in 35 of the
50 States the representatives of the
people have enacted new State statutes
providing for the death penalty under
procedures designed to satisfy the con-
stitutional objections raised by Furman.
Those States include Alabam~, Arizona,
Arkansas, California, Colorado, Con-
necticut, Delaware, Florida, Georgia,
Idaho, Illinois, Indiana, Kentucky,
Louisiana, Maryland, Mississippi, Mis-
souri, Montana, Nebraska, Nevada, New
Hampshire, New Mexico, New York,
North Carolina, Tennessee, Texas, Utah,
Virginia, Washington, and Wyoming.
And the Federal Government enacted
the Anti-Hijacking Act of 1974, which
also was designed to follow the mandate
of Furman while providing a death
penalty where a death is caused during
an aircraft hijacking.

In the 93d Congress, I introduced S.
1401, which would have provided a more
comprehensive statute to provide ra-
tional criteria for the imposition of the
death penaltv in certain limited cases
involving serious offenses. Thot bill, after
amendment, was adopted by this bady by
a vote of 54 to 33, but was never acted
upon by the House.

Since that time, the Supreme Court
has decided other landmark cases on the
issue of the death penalty. On July 2,
1976, the court urheld State death
penalty statutes in the cases of Gregg
against Georgia, Jurek against Texas,
and Proffitt against Florida, but struck
down statutes in Woodson and others
against North Carolina and Roberts
against Louisiana,

Mr, President, the Court is to be com-
mended for these latest decisions. For, at
long last, it has finally eliminated any
doubt as to whether the death penalty
is a constitutionally acceptable sanction
for the commission of certain heinous
crimes. It has clearly declared to all that
it is not cruel and unusual punishment,
as has erroneously been argued by so
many for so long. The recent cases have
not only done much to clarify and ex-
pand upon the Furman decision, but have
provided us with three examples of
court-sustained constitutionally sound
death penalty statutes.

Mr. President, the bill I introduce to-
day is designed to meet the constitu-
tional concerns reflected in these latest
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Supreme Court cases. The Department
of Justice has examined this bill and
concluded that it does in fact meet all
constitutional requirements. I ask unani-
mous consent that the opinion letter
which I have from the Attorney General
be printed in the Recorp at the conclu-
sion of my remarks.

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

(See exhibit 1.)

Mr. McCLELLAN. I shall anote the last
sentence in the letter, which is as fol-
lows:

Certainly, the bill provides a firm founda-
tion for congressional consideration of a
death penalty for a limited number of Fed-
eral crimes, and I support your effort to bring
it to the attention of the Senate.

Briefly, the bill would provide that,
after a conviction for an offense for
which a penalty of death is authorized,
the court must hold a separate hearing
on whether to impose the death penalty.
The hearing would normally be before
the same jury which sat for trial, or, if
both parties agree, before the judge.
After both sides have an opportunity to
present all relevant evidence, the jury
would be asked to make special findings
as to whether any of a list of mitigating
or aggravating factors exist. The
mitigating factors listed include such
things as the youthfulness of the de-
fendant, the extent of his involvement in
the offense, any emotional problems or
pressures, and the unforeseen nature of a
resulting death. The aggravating factors
would vary depending on whether the
offense is one relating to treason or to
murder.

After determining by unanimous vote
whether any of these factors exist, the
jury would be required to determine
“whether or not any aggravating factors
found to exist, when taken in conjunc-
tion with all the evidence, outweigh any
mitigating factors found to exist, and,
based uvon this determination, shall re-
turn a finding as to whether or not a sen-
tence of death should be imposed.”

The bill further provides that the de-
fendant shall have a right to appeal the
sentence and that such review shall have
priority over all other cases. In order
to affirm the sentence, the appellate
court must determine that the sentence
of death was not imposed under the in-
fluerce of passion, prejudice, or other
arbitrary factor; that the evidence sup-
ports the special findings; and that the
sentence of death is not excessive con-
sidering both the crime and the de-
fendant.

Mr. President, this bill clearly meets
the requirements recently laid down by
the Supreme Court for the restoration
of the death penalty, and applies such a
sentence to only a small number of the
most serious criminal acts. I recognize,
however, that we are not only faced with
the question of whether legislation can
be drafted that will meet constitutional
restrictions, but with a much more basic
question as well—whether, even as-
suming its constitutionality, the Federal
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criminal justice system should have a
death penalty at all.

The answer to that question becomes
clearer and clearer with every new mass
murder, every new murder for hire, and
every new kidnaping resulting in death.
The death penalty must be restored if
our criminal justice system is to effec-

ively combat the ever-increasing tide
of violent crimes—erimes of terror—that
threaten to engulf our Nation, and if the
confidence of the American people in
our system of justice is to be restored.

Mr. President, those who argue against
the death penalty claim that it serves
no useful purpose and should therefore
be eliminated. Perhaps most importantly,
they say that there is no proof that it
deters crime,

I simply cannot agree with that.

I can recall my youth that the knowl-
edge that I would be punished for doing
wrong was indeed a deterrent. And the
more severe I thought the punishment
was likely to be, the less likely it was that
I would misbehave. Most likely, everyone
in this Chamber has had a comparable
experience.

Some will say that the real issue is not
whether the death penalty deters, but
whether it deters more than life im-
priscnment. To me the answer to that
question is obvious and irrefutable.

Life is our most precious possession. So
long as a convicted murderer has his life,
he can look forward to the likelihood of
parole and freedom—or even escape. The
death penalty provides no such future, It
is final and irrevocable. It is clear that
if a criminal knows he may forfeit his
own life if he commits one of the crimes
for which the death penalty is author-
ized, he will certainly be much less likely
to commit that act than if all he had fac-
ing him was a prison sentence and even-
tual parole. Where the criminal—the
murderer—knows that he is going to pay
a price for his crimes and that that price
is his own death, he will be deterred.

Mr. President, when all is said and
done, when all the talking about de-
terrence and retribution and incapacita-
tion is finished, what it all boils down to
is whether it is ever “just” to impose the
death penalty. Can a man ever be found
to have acted so viciously, so cruelly and
inhumanely as to justify society in im-
posing upon him the ultimate punish-
ment? I firmly believe he can. Consider
some recent cases,

What other punishment is “just” for a
man, found to be sane, who would stab,
strangle, and mutilate eight student
nurses?

What other punishment is “just” for a
band of social misfits who would invade
the homes of people they had never even
met and stab and hack to death a woman
812 months pregnant and her guests?

What other punishment is “just” for a
man who would cold-bloodedly and need-
lessly execute four restaurant emplovees
during the robbing of the restaurant?

What other punishment is “just” for
a man who would lie in wait and murder
a 17-year-old boy he had never met
because “he wanted to do something dif-
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ferent” and later murder two police offi-
cers who were pursuing him after he
robbed a bank?

What other punishment is “just” for
a man who would systematically murder
25 migratory farmworkers in one
summer?

What other punishment is *“just” for
an escaped convict who would murder
13 people, including one woman he kid-
naped and killed while he was an escapee,
and another man he beat to death with
chair legs and an ax handle as an initia-
tion assignment for a motorcycle club?

What other punishment is “just” for
men who would brutally murder four
young children, including a 9-day-old
baby, by drowning them in a sink, and
kill ' another child and two women by
shooting them at close range?

Mr. President, justice is not feeding
and clothing these people for a few years
and then returning them to society on
parole to prey upon or pose constant
threats to other innocent victims. Such
a procedure inevitably burdens our so-
ciety with forbidding dangers and ex-
poses our innocent and law-abiding citi-
zens to fatal assaults and debauchery
by cruel and debased murderers.

I believe that people who commit
crimes like these to which I have re-
ferred forfeit their own right to live.
They must be made to know that they
too shall die and not be allowed to com-
mit wanton and savage murder again.

Justice, Mr. President—to both so-
ciety and the murderer—demands no
less.

Mr. President, I ask unanimous con-
sent that a copy of the bill which I
have introduced be printed in the Rec-
orp at this point.

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

8. 1382

Ee it enacted by the Senate and House of
Representatives of the United Staltes of
America in Congress assembled, That chapter
227 of title 18 of the United States Code is
amended by adding after section 3562 a new
section 8562A, to read as follows:

“§ 3562A. Sentencing for capital offenses

“(a) A person shall be subjected to the
penalty of death for any offense prohibited
by the laws of the United States only if a
hearing is held in accordance with this sec-
tion.

“(b) When a defendant is found gullty
of or pleads guilty to an offense for which
one of the sentences provided is death, the
judge who presided at the trial or before
whom the gullty plea was entered, or any
other judge If the judge who presided at
trial or before whom the gullty pleas was
entered is unavailable, shall conduct a sep-
arate sentencing hearing to determine the
punishment to be imposed. The hearing shall
be conducted—

“(1) before the jury which determined the
defendant’s guilt;

**(2) before a jury impaneled for the pur-
pose of the hearing if—

*“{A) the defendant was convicted upon a
plea of gullty;

“(B) the defendant was convicted after a
trial before the court sitting without a jury;

“({C) the fury which determined the de-

fendant's guilt has been discharged for good
cause; or
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“{D) appeal of the original imposition of
the death penalty has resulted in a remand
for redetermination of sentence under this
section; or

*{3) before the court alone, upon the mo-

tion of the defendant and with the approval
of the court and of the government.
A jury impaneled pursuant to paragraph (2)
of this subsection shall consist of twelve
members, but, at any time before any con=
clusion of the hearing, the parties may stipu-
late in writing with the approval of the
court that it shall consist of any number less
than twelve.

“*(c) In the sentencing hearing the court
shall disclose to the defendant or his coun-
sel all materlal contained in any presen-
tence report, if one has been prepared, ex-
cept such material as the court determines
i1s required to be withheld for the protection
of human life or for the protection of the
national security. Any presentence infor-
mation withheld from the defendant shall
not be considered in the determination of
the sentence of death. In the sentencing
hearing, evidence may be presented as to any
matter relevant to sentence and shall in-
clude matters relating to any of the aggra-
vating or mitigating factors set forth in sub-
sections (f), (g), (h). Any information rele-
vant to any mitigating factors, including
those set forth in subsection (f), may be
presented by elther the government or the
defendant, regardless of 1{ts admissibility
under the rules governing admission of evi-
dence at criminal trials; but the admissi-
bility of information relevant to any aggra-
vating factors, including those set forth in
subcections (g) and (h), shall be governed
by the rules governing the admission of
evidence at criminal trials. The government
and the defendant shall be permitted to re-
but any information received at the hearing
and shall be given falr opportunity to pre-
sent argument as to the adequacy of the evi-
dence to establish the existence of any of
the aggravating or mitigating factors, and
a5 to the appropriateness in that case of
imposing a sentence of death. The burden of
establishing the existence of any aggravat-
ing factors is on the government, and is not
satisfied unless established beyond a reason-
able doubt. The burden of establishing the
existence of any mitigating factors is on the
defendant, and is not satisfied unless estab-
lished by a preponderance of the evidence.

“(d) After hearing all the evidence, the
jury, by unanimous vote, of if there is no
jury, the court, shall return special findings
setting forth the aggravating and mitigating
factors, set out in subsectlons (f), (g), and
(h), found to exlst. The jury, or if there is
no jury, the court, shall then determine
whether or not any aggravating factors
found to exist, when taken in conjunction
with all the evidence, outweligh any miti-
gating factors found to exist, and, based
upon this determination, shall return a find-
ing as to whether or not a sentence of death
should be imposed.

“(e) Upon the unanimous finding of the
Jury, or if there is no jury, upon a finding
by the court, that a sentence of death
should be imposed, the court shall sentence
the defendant to death. In all other cases,
the court may imvose a sentence of life
imprisonment or any term of years.

“(f) In determining whether a sentence of
death is to be imvnosed on a defendant, the
following miltlgating factors shall be con-
sidered:

“(1) the youthfulness of the defendant at
the time of the crime;

“(2) the defendant's capacity to appreci-
ate the wrongfulness of his conduct or to
conform his conduct to the requirements of
law was significantly impalred, but not so
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impaired as to constitute a defense to the
charge;

“(3) the defendant was under unusual
and substantial duress, although not such
a duress as to constitute a defsnse to prose-
cution;

“(4) the defendant is punishable as a
principal for alding and abetting the offense,
under section 2(a) of this title, but his par-
ticipation was relatively minor; or

“(5) the defendant could not reasonably
have foreseen that his conduct in the course
of the commission of murder, or other
offense resulting in death for which he was
convicted, would cause. or would create a
grave risk of causing, death to any person.

“(g) If the defendant is found guilty of
or pleads guilty to an offence under section
794 or section 2381 of this title the following
ageravatine factors shall be concidered:

“(1) the defendant has been convicted of
another offense involving espionage or trea-
son for which a sentence of life Imorison-
ment or death was authorized by statute;

“(2) in the commission of the offense the
defendant knowingly created a grave risk of
substantial danger to the natlonal security:
or

“(3) in the commission of the offense the

defendant knowingly created a grave risk of
death to another person.
Provided, That if the charge is under section
T94(a) of this title, the sentence of death
shall not be Imposed unless the jury or, if
there is no jury, the court further finds that
the offense directly concerned nuclear weap-
onry, military spacecraft or satellites, early
warning systems, or other means of defense
or retaliation against large-scale attack: war
plans; communications intelligence or cryp-
tographic information; or any other major
weapons system or major element of defense
strategy.

“(h) If the defendant is found gullty of or
pleads gullty to any other offense for which
the death penalty is avallable, the following
aggravating factors shall be considered:

“(1) the death or injury resulting in death
occurred during the commission or attemoted
commission of, or during the immediate flight
from the commission or attempted commis-
sion of, an offense under section 751 (Prison-
ers in custody of institution or officer), sec-
tion 794 (Gathering or dellvering defense in-
formation to ald forelgn government), sec-
tion 844(d) (Transportation of explosives in
interstate commerce for certaln purposes),
sectlon 844(f) (Destruction of government
property by explosives), section 844(1) (De-
struction of property In interstate commerce
by explosives), section 1201 (Kidnaping), or
section 2381 (Treason) of this title, or sec-
tion 902 (1) or (n) of the Federal Aviation
Act of 1958, as amended (49 U.S.C. 1472 (1),
(n)) (Alrcraft piracy);

“(2) the defendant has been convicted of
another Federal offense, or a State offense
resulting in the death of a person, for which
& sentence of life imprisonment or a sen-
tence of death was authorized by statute;

“(3) the defendant has previously been
convicted of two or more State or Federal
offenses punishable by a term of imorison-
ment of more than one year, committed on
different occasions, involving the Infliction
of serious bodily Injury upon another person.

“(4) In the commission of the offense the
defendant knowingly created a grave risk
of death to another person in addition to
the victim of the offense;

“(5) the defendant committed the offense
in an especlally helnous, cruel, or depraved
manner;

“(6) the defendant procured the commis-~
sion of the offense by payment, or promise
?r payment, of anything of pecuniary value;

“(7) the defendant committed the offense
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as consideration for the receipt, or in the ex-
pectation of the receipt, of anything of pecu-
niary value; or

‘“(8) the defendant committed the offense
agalnst—

“(A) the President of the United States,
the President-elect, the Vice President, the
Vice President-elect, the Vice President-des-
ignate, or, if there is no Vice President, the
officer next in order of succession to the of-
fice of the President of the United States, or
any person who is acting as President under
the Constitution and laws of the United
States;

“(B) a chief of state, head of government,
or the political equivalent of a foreign na-
tion;

“(C) a forelgn official listed in sectlon 1116
(b) (1) of this title, if he is in the United
States because of his official duties; or

“(D) a Justice of the Supreme Court, a
Federal law-enforcement officer, or an em-
ployee of a United States penal or correc-
tional institution, while performing his of-
ficlal duties or because of his status as a
public servant. For purposes of this subsec-
tion a ‘law-enforcement officer’ is a publle
servant authorized by law or by a govern-
ment agency to conduct or engage in the
prevention, investigation, or prosecution of
an offense.

Sec. 2. Section 34 of title 18 of the United
States Code is amended by changing the
comma after the words “imprisonment for
life” to a period and deleting the remainder
of the section.

Sec. 3. Section 844(d) of title 18 of the
United States Code is amended by striking
the words “as provided in section 34 of this
title™.

Bec. 4. Section B44(f) of title 18 of the
United States Code is amended by striking
the words “as provided In section 34 of this
title”,

Sec. 5. Sectlon 844(1) of title 18 of the
United States Code is amended by striking
the words “as provided in section 34 of this
title™.

Sgc. 6. The second paragraph of section
1111(b) of title 18 of the United States
Code is amended to read as follows:

“Whoever i{s gullty of murder in the first
degree shall be punished by death or by im-
priconment for life;"

8ec. 7. Section 1116(a) of title 18 of the
United States Code is amended by striking
the words “, except that any such person
who is found gullty of murder in the first
degree shall be sentenced to Imprisonment
for life.

Sec. 8. Section 1201 of title 18 of the United
States Code is amended by Inserting after
the words “or for life” in subsection (a) the
words “and if the death of any person re-
sults, shall be punished by death or life
imprisonment",

Sec. 9. The last paragraph of section 1716
of title 18 of the United States Code is
amended by changing the comma after the
words “imprisonment for life” to a period
and deleting the remainder of the paragraph.

Sec. 10. The second to the last paragraph
of section 1992 of title 18 of the United
States Code is amended by changing the com-
ma after the words “imprisonment for life"
to a period and deleting the remalnder of
the section.

Sec. 11, Section 2031 of title 18 of the
United States Code is amended by deleting
the words “death, or".

Sec. 12. Section 2113(e) of title 18 of the
United States Code is amended by striking
the words “or punished by death if the ver-
dict of the jury shall so direct” and insert-
ing In lieu thereof the words “or if death
results shall be punished by death or life
imprisonment".
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Sec. 13. Section 803 of the Federal Avia-
tion Act of 1958, as amended (49 U.8.C, 1473),
is amended by striking subsection (c).

SEec. 14. The analysis of chapter 227 of title
18 of the United States Code is amended by
inserting after item 3562 the following new
item: ‘3562A. Sentencing for capital of-
fenses,”.

Sec. 15. Section 3566 of title 18 of the
United States Code is amended by adding
a second paragraph as follows:

“In no event shall a sentence of death be
carried out upon a pregnant woman".

Sec. 16. Chapter 235 of title 18 of the
United States Code is amended by inserting
immediately after section 3741 the following
new section:

“§ 8742, Appeal from sentence of death

“In any case in which the sentence of
death is imposed after a proceeding under
section 3562A of chapter 227 of this title, the
sentence of death shall be subject to review
by the court of appeals upon appeal by the
deféndant. Such review shall have priority
over all other cases. On review of the sen-
tence, the court of appeals shall consider
the record, including the entire presentence
report, if any, the evidence submitted during
the trial, the Information submitted during
the sentencing hearing, the procedures em-
ployed in the sentencing hearing, and the
special findings under section 3562A(d). The
court shall affirm the sentence if it deter-
mines that: (1) the sentence of death was
not imposed under the influence of passion,
prejudice, or any other arbitrary factor; (2)
the evidence supports the jury's or the
court's special finding of the existence of any
agegravating factor or the fallure to find any
mitigating factors, as enumerated in section
3562A; and (3) the sentence of death is not
excessive, considering both the crime and
the defendant. In all other cases the court
shall remand the case for reconsideration
under the provisions of section 3562A of this
title. The court of appeals shall state in
writing the reasons for its disposition of
the review of the sentence.

SEec. 17. The analysis of chapter 235 of title
18 of the United States Cocde is amended by
adding at the end thereof the following new
item:

*3742. Appeal from sentence of death.”.

SEc. 18. The provisions of sections 3562A
and 3742 of title 18 of the United States
Code, as added by this Act, shall not apply
to prosecution under the Unlform Code of
Military Justice (10 U.S.C. 801).

ExHIBIT 1

OFFICE OF THE ATTORNEY GENERAL,
Washington, D.C., March 25, 1977.
Hon, JoHN L. McCLELLAN,
U.S. Senate, Washington, D.C.

DeaArR SEnATOR MCCLELLAN: In your letter
dated March 3, 1977, you asked that the De-
partment of Justice review your draft bill to
authorize the death penalty for certain fed-
eral offenses, and requested the Department’s
comments with respect to the constitution-
ality of the draft bill in the light of recent
Supreme Court decisions.

In summary, the draft bill provides that
before a sentence of death can be imposed
for any offense under the laws of the United
States, a hearlng must be held in accord-
ance with the bill’s provisions., The hearing
is normally to be before a jury of twelve with
responsibility for rendering unanimous find-
ings In the nature of special verdicts, but
under certain circumstances the court also
is empowered to conduct the hearing and to
render the necessary findings.

The bill sets forth lists of aggravating and
mitigating circumstances to be considered by
the factfinder at the hearing. An aggravat-
ing factor may be proven only by legally ad-
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missible evidence, and the government bears
the burden of persuasion on the matter be-
yond a reasonable doubt. A mitigating factor
may be proved by any relevant information
irrespective of the rules of evidence, and the
defendant bears the burden of persuasion by
& preponderance of the evidence. The sen-
tencing court is required to disclose to the
defendant all material in any presentence
report except such information as the court
determines to withhold for the protection of
human life or the national security; no in-
formation so withheld may be considered in
the determination of the sentence.

At the conclusion of the evidence, the jury
is required to return special findings as to the
existence of any aggravating and mitigating
factors, and to determine whether any ag-
gravating factors outweigh any miticating
factors found to exist; based on this deter-
mination, the jury must then conclude
whether a sentence of death should be im-
posed. If the jury conecludes that a death sen-
tence should be imp sed, the court must sen-
tence the defendant to death. In all other
cases, the court may impose a sentence of
life imprisonment or any term of years.

The bill provides that any sentence of
death may be appealed by the defendant for
review in the court of appeals. The court cf
appeals is to consider the entire record of the
trial and of the sentencing hear'ng, the pre-
sentence report, the procedures employed at
the hearing, and the special findings. The
court is to affirm the sentence only if it de-
termines that the sentence of death was not
imposed under the influence of passion, prej-
udice, or any other arbitrary factor; that
the evidence supports the special find'ngs as
to the existence of an aggravating factor or
the failure to find a mitigating factor; and
that the sentence of death is not excessive,
considering both the crime and the
defendant.

The offenses to which the death penalty
would be applicable are treason, esplonage,
and certain murders—all offenses for which
federal statutes currently purport to author-
ize a sentence of death.

The draft bill is modeled to a substantial
extent upon the death penalty provisions of
the federal aircraft piracy statute, 49 US.C.
1473(c), enacted by Congress in 1974 with
the specific purpose of seeking to comply
with the decision of the Supreme Court in
Furman v. Georgie, 408 U.S. 238 (1972). In
our view, the procedures set forth in the
draft bill are consistent with the declsion
in the Furman case, and are also consistent
with the opinions of the Supreme Court in
Gregg v. Georgia, — U.S. — 1976), and Prof-
fitt v. Florida, — U.8. — (1978), sustaining
the provisions of similar state death penalty
statutes against constitutional attack.

The Court in Furman had struck down a
Georgla death penalty law, written in the
fashion of all present federal death penalty
provisions except the one appearing in the
revised alrcraft piracy statute, on the ground
that the law permitted the sentencing judge
or jury to exercise unguided discretion in
determining whether the death penalty
should be imposed, and thus that it falled
to guard against the “freakish" or “wanton”
imposition of the death sentence. Thereafter
Georgia revised its law in a manner similar
to that employed in the draft bill in order
to meet the requirements of the Furman
opinion. In Gregg the Court sustained the
new statute. The Court held that the setting
forth of aggravating and mitigating factors
of sufficient clarity and specificity substan-
tially met the concerns expressed In Furman
and provided the sentencing authority with
standards to guide its exercise of discretion.
The Court emphasized also its heavy reliance
on the appellate review procedures of the

CONGRESSIONAL RECORD —SENATE

revised Georgla statute, which are very simi-
lar to those in the draft bill, as a further
basis for insuring that the death penalty
would not be wantonly or freakishly imposed
(see Gregg, supra, slip op. at pp. 8-10, 47-49;
slip op. at pp. 16-18 (White, J. concurring)).

Because of the close resemblance (includ-
ing in some Instances an identity of lan-
guage) between the draft bill and the State
statutes sustained in Gregg and Proffit, we
believe that the proposed bill would be found
by the Supreme Court to meet constitutional
requisites.

I appreciate the opportunity you have af-
forded us to review the draft bill prior to
its introduction. There are some varlations
in particular provisions of the draft bill that
would warrant consideration, but these are
matters that we can ralse with you later
after & more thorough review. Certainly the
bill provides a firm foundation for congres-
slonal consideration of a death penalty for a
limited number of federal crimes, and I sup-
port your efforts to bring it to the attention
of the Senate.

Sincerely,
GrirriNy B. BELL,
Attorney General.

Mr. THURMOND. Mr. President, to-
day I am pleased to cosponsor and
strongly support the bill introduced by
the distinguished senior Senator from
Arkansas (Mr. McCrerrax), a bill to
establish rational criteria for the impo-
sition of the sentence of death, and for
other purposes.

This legislation was introduced in the
94th Congress as S. 1401, which passed
the Senate on March 13, 1974, by a vote
of 54 to 33. It was subsequently referred
to the House Judiciary Committee, but
no action was taken on the measure prior
to the adjournment of the 94th Congress.

Mr. President, in June of 1972, the
Supreme Court handed down its deci-
sion in the case of Furman against Geor-
gia. The Supreme Court decision in Fur-
man did not hold that cavital punish-
ment per se is unconstitutional. Instead,
the pivotal opinions of the Court found
that “as presently applied and adminis-
tered” capital punishment violated the
eighth amendment. The system of dis-
cretionary sentencing in capital cases
failed to produce evenhanded justice.

The bill introduced today would
squarely meet the Supreme Court’s ob-
jection and narrowly limit the offenses
and circumstances in which the death
penalty may be imposed, with full guar-
antees for judicial review.

Those crimes under current Federal
law which can be broadly characterized
as treason, espionage, or murder, would
be offenses for which the death penalty
would be an available sanction. Prosecu-
tion for such crimes would be a two-
step procedure.

In the first instance, a jury would be
impaneled or, if there is no jurv, a judge
would hear the guestion of guilt. In the
event the defendant were found guilty
of the offense, a second proceeding would
be held to determine whether or not the
death penalty should be imposed.

The death penalty should be restored
because of its value as a deterrent. I am
convinced that the death penalty can
be an effective deterrent against specific
crimes. The potential kidnapper should
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know that if his intended victim dies, he
may die. The potential hijacker should
realize that if he kills a person during
the course of a hijacking, he may forfeit
his own life. The man who throws a
firebomb to destroy Government prop-
erty, the convict who assaults a prison
guard, the person who attacks a law en-
forcement officer, all should know that
if they take a life, they may pay with
their own life.

Mr. President, the Honorable J. Edgar
Hoover, the late Director of the Federal
Bureau of Investigation, declared:

(T)he professional law enforcement offi-
cer is convinced from the experience that
the hardened criminal has been and is de-
terred from killing based on the prospect
of the death penalty.

In addition, Mr. Arlen Specter, district
attorney of Philadelphia, testifying be-
fore the Senate Subcommittee on Crimi-
nal Laws and Procedures, stated:

I belleve the death penalty is an effective
deterrent against murder. I say that based
upon more than seven years as district at-
torney of Philadelphia, and dealing with a
great many cases in that capacity. We have
the frequent occurrence in the criminal
courts of Philadelphia where professional
burglars have expressed themselves on the
point of not carrylng a weapon on a bur-
glary because of their concern there may
be scuffle, there may be a dispute, the weap-
on may be used and death may result, and
pricr to Furman, they may face the possi-
bility of capital punishment,

Clearly a person will be slow to under-
take an action that will result in the
loss of something which he values high-
ly. Since life itself is the most highly
prized possession of any person, he will
be hesitant to engage in conduct that
would result in its forfeiture.

Mr, President, this bill represents a
compromise measure which, in my opin-
ion, does not go as far as I would like.
But what the bill does do is reestablish
once again the constitutional acceptabil-
ity of the death penalty in certain cases
where there are aggravated violent
crimes and crimes which threaten the
security of our Nation.

The death penalty must be restored
if our criminal justice system is to effec-
tively control the increasing number of
violent crimes of terror. The confidence
of the American people in our criminal
justice system must also be reclaimed
and the imposition of the death penalty
can restore such confidence.

Mr. President, people who commit vio-
lent erimes have forfeited their own right
to life. Justice demands that such in-
human action cannot be tolerated. This
bill would reestablish the death penalty
in certain instances and, I hope, provide
protection for the innocent victims of
violent crimes.

Mr. President, I strongly support this
bill and urge my colleagues in the Sen-
ate to once again approve it in prompt
fashion.

Mr. ROTH. Mr. President, I am
pleased to join the distinguished Sena-
tor from Arkansas as a cosponsor of a
bill that reinstates the imposition of the
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death penalty for certain serious Federal
offenses.

Mr. President, vicious and violent
crime is a constant threat in the life of
every American. A great meny of our
citizens are faced with a daily concern
for their own safety and security. The
recent wave of fear that struck our Na-
tion’s Capital is a prime example of in-
tolerable terrorism and crime that oc-
curs in our streets.

Senseless and horrible crime must be
stopped. In order to preserve an ordered
society, we must punish the predatory
and premeditated actions of those crim-
inals who commit serious crimes.

The jurisdiction of the Federal Gov-
ernment in law enforcement is limited.
In our system, law enforcement is pri-
marily a local and State responsibility.
The Congress, however, can and must
provide strong leadership in this area.
Through this legislation, we can not only
provide a needed law enforcement tool
for Federal agencies, but also encourage
local governments to adopt & stern stiff
position on erime,

In the past, I have supported the death
penalty as it applies to aggravated
crimes of violence. I sharply disagree
with those who believe such punishment
does not serve as a deterrent. The use of
certain, swift, and severe punishment—
applied fairly and without discrimina-
tion—is a powerful potent deterrent.
Critics of capital punishment often pre-
sent elaborate statistical evidence com-
paring murder rates in States with and
without the death penalty and compar-
ing periods of abolition of the death
penalty with periods of restoration in
the same State.

However, one must remember that
those persons who are, in fact, deterred
by the threat of the death penalty and
do not commit a serious crime are not
included in this statistical data.

The death penalty does have a unique
deterrent effect. Law enforcement and
prison officials report widespread evi-
dence from candid conversations with
convicted criminals showing that the
death penalty does in fact influence
criminal behavior. A study once done by
the American Bar Association showed
that criminals captured after having
committed an offense punishable by life
imprisonment refrained from killing
their captive even though they might
have succeeded in escaping. These pri-
soners were willing to serve a life sen-
tence, but unwilling to risk the death
penalty.

Mr. President, we must correct and
strengthen the machinery of our crimi-
nal justice system. We need to devote
more attention to the victims and po-
tential victims of crime. Society in order
to prosper and survive must fulfill its
obligation to assure the safety of law
abiding citizens,

In early Julv 1976, the U.S. Supreme
Court issued five opinions which com-
prehensively dealt with the constitution-
ality of capital punishment and with the
procedures under which it ean be
properly imposed. The Court struck down
mandatory capital punishment, but ruled
that the death penalty does not per se
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violate the eighth amendment, prohibi-
tion against “cruel and unusual punish-
ment.” The legislation introduced today
follows the procedures dictated by the
Supreme Court. It assures that the de-
fendant is afforded every protection and
legal safeguard that is mandated by the
Constitution.

Mr. President, I commend Senator
McCreLLAN for his effort. While the pro-
posed legislation is but part of an overall
solution to the erime problem, I believe
it is an essential part.

ORDER OF BUSINESS

Mr. ROBERT C. BYRD. Mr, President,
do T have any time remaining?

The ACTING PRESIDENT pro tem-
pore. The majority leader has 1 minute
remaining.

Mr. ROBERT C. BYRD. Mr. President,
I vield my minute to the Senator from
Nebraska. That will give the minority
leader time to gef to the floor.

Mr. DANFORTH. Mr. President, I have
been instructed by the minoritv leader
to yield his time as well, to the Senator
from Nebraska.

Mr. CURTTS. I am grateful to the lead-
ership. I did not expect such recogni-
tion.

REORGANTZATION OF THE DEPART-
MENT OF HEALTH, EDUCATION,
AND WELFARE

Mr. CURTIS. Mr. President, I rise to
express grave misgivings over both the
method and the substance of the massive
reorganization now underway at the De-
}Jartment of Health, Education, and Wel-

are.

In office less than 2 months at the time
of the reorganization announcement on
March 8, the Secretary—by his own ad-
mission—has put in motion what he calls
“the most far-reaching reorganization
in the Denartment’s 24-vear history.”
With a budget of $160 billion and over
142,000 employees, Mr. Califano, by ad-
ministrative decree, fundamentally is af-
fecting not only all of these employees
and dollars but the millions of Ameri-
cans whom they serve. I would not
deny—and might even applaud—his wish
to reorganize the massive Department
which he heads, but I do question the
wisdom and the procedure which was
followed in this case.

Notwithstanding his previous involve-
ment in Government, how has it been
possible for the Secretary to deal with
all of the complexities of hospital cost
containment, social security financing,
welfare reform, medicaid and medicare
fraud and abuse, and redirection of
budget priorities, while at the same time
preparing, comnleting, and announcing
such a massively nervasive reorganiza-
tion, all in 2 months’ time?

How thoroughly has he contemplated
and reviewed the incredible impact this
reorganization will have upon the mani-
fold HEW programs, the emplovees who
administer them, or the constituencies
which they serve? How carefully has he
assessed the implicit and far-reaching
policy effects these organizational
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changes will have? What new directions,
new emphases, new courses of action are
thus set in motion, which it will be very
difficult for the Congress or even the
electorate to alter if that proves to be
necessary?

Let me detail some of my specific con-
Cerns:

Placement of cash assistan~e programs
in the Social Security Administration.
Means-tested programs are proposed to
merge with trust fund programs. The
agency which foundered under only the
addition of the SSI program, which con-
tinues to be error plagued, is now to take
on all cash-assistance programs. The
massive bureaucracy which is Social Se-
curity must now struggle not only with
its own major deficit problems but the
task of supervising the administration of
needs-tested programs as well. Further
implications relative to General Fund fi-
nancing of Social Se-urity, or wholesale
expansion of groups eligible for public
assistance, emerge in this suggested
change. Fundamental questions concern-
ing Social Security’s ability to deal with
welfare-type issues—for example, child
support, social services, or monthly re-
determinations—are further raised.

Placement of all human development
and social services programs in an ex-
panded Office of Human Development.
As cited above, how will social services,
in one se:tion of HEW, relate to cash as-
sistance, now in far-off Baltimore? How
will information and referral occur? How
will States, already struggling with the
need to relate to numerous HEW entities,
bridge this gap? How will recipients re-
late to SSA and OHD? How will the con-
gressional emphasis upon targeting serv-
ices to current, former, or potential wel-
fare recipients be fulfilled?

Combination of medicaid and medi-
care in one Health Care Financing Ad-
ministration. Again, it appears most un-
wise to mix needs-tested and trust fund
programs in such an imprecise fashion.
Is medical care for welfare recipients
any less a component of their needs
standard than other elements within it,
such as food and housing? Does the Sec-
retary support an even further fragmen-
tation of administrative responsibility
for public assistance so that the latter
two elements would also be split off and
administered even more than they are
now by USDA and HUD? Will the cate-
gorical linkage for medicaid no longer
remain? Will all standards and payment
levels become the same?

These questions simoly suggest, Mr.
President, the deoth of my concern. I am
concerned, as well, about three other im-
plications or questions related to the re-
organization. First, I am convinced that
the widely heralded savings of over $1
billion will be illusory. I would be inter-
ested in seeing figures from the Depart-
ment that demonstrate that savings, not
added costs, accompany the reorganiza-
tion. Second, I am concerned that the
reorganization will make administrative
relationships in fact more complex. State
agencies, who must administer welfare,
had but one entity to respond fo pre-
viously: the Social and Rehabhilitation
Service. Now they have three: the Social
Security Administration, the Health




April 26, 1977

Care Financing Administration, and the
Office of Human Development. A simple
request to HEW for a copy of the AFDC,
medicaid, and social services regulations
by my staff was greeted recently by the
response that this would involve con-
tacting three agencies rather than one.
Third, and most important, it is clear
that the administrative moves are de-
signed to enhance the drive for a guar-
anteed annual income and national
health insurance—well in advance of
even any consideration by the Congress.
Certainly, the taxpayers of this Nation
will not be fooled by promises of short-
range reorganization savings when the
long-range fiscal and policy implications
of the administration shuffle became in-
creasingly and painfully clear.

Mr. President, the Richmond News
Leader summed up these concerns in a
recent very eloguent editorial. I ask
unanimous consent that it be printed in
the RECORD.

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

[From the Richmond News Leader, Mar. 25,
1977]
RerorM AT HEW?

On March 8, Joseph Califano, Secretary of
Health, Education, and Welfare, annouuced
a major reorganization of his department.
Califano’s flefdom thus became the first
federal agency to fulfill Jimmy Carter's
pledge to “reorganize and reform” the bu-
reaucracy.

That the monster called HEW needs a dose
of reorganization cannot be denied. But de-
spite official claims that the restructuring
may save £1 billion during the next two years,
it is doubtful that the American people will
apprzciate Califano-style reform.

The consolidation of several agencies is
central to the reorganization effort. Medicare
(now run by the Social Security Administra-
tion) and Medicaid (run by the Social and
Rehabilitation Service) henceforth will be
managed by the Health Care Financing Ad-
ministration. The Soclal Security Adminis-
tration is to assume control of all federal
cash assistance programs.

Now, consolidation sounds like & good
idea—and indeed it may slightly reduce
fraud and abuse. But the mechanics of this
plan suggest that the recrganizers have a lot
more on their minds than merely saving the
taxpayers some money. In fact, Califano's
nostrum could be a prelude to national
health insurance and & natlonal Incomes
program.

There is a fundamental diffsrence between
Social Securlty retirement checks and wel-
fare hand-outs. Retirement benefits are sup-
posed to represent returns of the contribu-
tions of individual workers. That is not the
case with welfare. The reciplent rec=ives
money, but he has not contributed any
monev 11 the past.

The same distinction holds true for Med-
icaid and Medicare. One is stralght welfare;
the other requires patient participation. The
danger in Califano’s plan is that it oblit-
erates these differences. It lvmps proud pen-
sioners and welfare recinients into the same
indistinguishable category.

And when Social Security and Medicare
become just two more welfare rrograms, then
the march towards national health insurance
and & guaranteed annual income will in-
tensify. After all, once senior citizens and
the indigent receive the same benefits, who
will oppose making those programs manda-
tory for everyone?
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In his rush to reorganize everything under
the federal umbrella, Califano apparently has
forgotten that there are other ways to cut
abuse, to improve delivery of necessary serv-
ices, and to Insure the integrity of the Soclal
Securlty system.

For example, he could have considered
farming out federal health programs to pri-
vate insurers. The government’s record on
abuse and cost control is abominable, be-
cause it never has had sufficient incentive to
hold down expenses. If the Carter-Califano
team wants to save money, it should put the
feds out of the health business.

What's more, Social Security should remain
independent of partisan pressures. Many
Americans ought to know that vote-seeking
politicians and social-engineering bureau-
crats cannot tamper with their contribu-
tions. But the HEW plan disregards this,
Rather than combining Sccial S8ecurlty with
other assistance programs, the administra-
tion should have been investigating ways to
guarantee Social Security's Independence.

Finally, the consolidation effort neglects
the soundest reform of all: Cutting back.
The single most effective way to increase
government efficlency is to reduce govern-
ment expenditures. It gives the taxpayers
little solace to hear about grand cost-saving
schemes when HEW’s budget is increased by
more than §1 billlon—and that is precisely
what the Presldent's revised budget proposes
to do.

No, the HEW reorganization is not a
scenario for reform. It is just another way to
slip expanded programs past the taxpayers.
Califano should be told to go back to the
drawing board.

Mr. CURTIS. Mr. President, I yield the
floor.

ORDER OF BUSINESS

Mr. BAKER. Mr. President, a parlia-
mentary inquiry.

The ACTING PRESIDENT pro tem-
pore. The Senator will state it.

Mr. BAKER. Mr. President, is there
any time remaining to me under the
standing order?

The ACTING PRESIDENT pro tem-
pore. Ten minutes are remaining to the
distinguished minority leader.

Mr. BAKER. Mr. Fresident, I have no
requirement for the time and no request.
I yield back the remainder of my time
under the standing order.

The ACTING PRESIDENT pro tem-
pore. All time is yielded back.

APPOINTMENT BY THE VICE
PRESIDENT

The ACTING PRESIDENT pro tem-
pore. The Chair, on behalf of the Vice
President, appoints the following Sena-
tors to attend the sixth session of the
Third United Nations Conference on the
Law of the Sea, to be held in New York,
N.Y¥., May 23-July 8, 1977: The Senator
from Maine (Mr. Muskie), the Senator
from New Hampshire (Mr. McINTYRE),
the Senator from Alaska (Mr. GRAVEL),
the Senator from Louisi-na (Mr. JoHN-
sToN), the Senator from New Jersey (Mr.
Case), the Senator from Texas (Mr.
ToweR), the Senator from Massachusetts
(Mr. Brooke), gnd the Senator from
Alaska (Mr. STEVENS).
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TAX REDUCTION AND SIMPLIFICA~
TION ACT OF 1977

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the Sen-
ate will now resume consideration of HR.
3477, which the clerk will state.

The legislative clerk read as follows:

A bill (H.R. 3477) to provide for a refund
of 1876 individual income taxes, and other
payments, to reduce individual and business
income taxes, and to provide tax simplifica-
tion and reform.

The Senate resumed the consideration
of the bill.

Mr. DANFORTH. Mr. President, in the
last 2 days there has been a substantial
amount of discussion about the so-called
permanent tax cut, which is the thrust
of amendment 200, as modified.

I think most points have been pretty
well made to date, but I shall avail my-
self of this opportunity to clear up a
few matters which I think maybe have
not received adequate attention.

First, it is important to understand
that the question of a permanent tax cut
should not be a partisan issue. It is true
that last January a group of Republican
Senators began meeting about the sub-
ject of the economy and what steps can
and should be taken by Congress to try to
put the American people back to work.

That group last January of some Re-
publican Senators began moving on the
subject of the economy and through a
series of meetings with an increasingly
larger number of Republican Senators
fashioned what we took to be a compre-
hensive program for creating approxi-
mately 2 million additional jobs by the
end of 1978, which we felt were lasting
jobs.

We thought that this was something
rmore than the typical partisan exercise,
because so often the role of a minority
party is to simply be negative and to
attack the proposals of the administra-
tion and of the majority party.

But it was clear to most of us that the
people of our constituencies did not elect
us simply to be partisan figures, and not
to be negative, and not always to be pre-
senting ideas which would be only minor-
ity ideas and doomed to failure.

So it was with a constructive spirit
that we devised a proposal which we felt,
and economists agreed with us, would be
helpful in trying to bring recovery to an
economy which was doing very poorly.

The so-called permanent tax cut which
we are proposing in this amendment is
derived from a piece of that Republican
program in that the original package
that we put together contained within
it a permanent tax cut, but it was a rate
reduction which was substantially larger
than the one now under consideration in
amendment 200, as modified.

What has happened in the present
amendment 200 is that Senator Javirs
and I then considered the changes in the
standard deduction as those changes
came out of the Finance Committee and
developed a rate reduction which could
be integrated with the alteration in the
standard deduction.

It was never our view that amendment
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No. 200 should be viewed as a partisan
matter, but, rather, as a proposal which
was worthy of bipartisan support.

I am confident that there are some
members of my party who will not sup-
port this amendment, but I hope that
on the other side of the aisle this pro-
posal will be viewed on its merits, beecause
it has been put forward as a proposal
which deserves consideration on its own
merits.

It is important to underscore the fact
that this amendment does integrate a
rate deduction with changes in the stand-
ard deduction as found in the bill re-
ported by the Finance Committee. The
Finance Committee addressed itself at
great length to the question of the stand-
ard deduction. The changes in the stand-
ard deduction are supported by the ad-
ministration. Changes in the standard
deduction in the case would bring further
simplification to the Internal Revenue
Code and would go some distance in re-
dressing the problem of the so-ecalled
marriage penalty.

The marriage penalty, as it is ealled,
means that the way the standard dedue-
tion is written now, it sometimes pays
people to remain single rather than to
get married, because twice the standard
deduction for a single person exceeds the
standard deduction for a married cou-
ple on a joint return.

So what we have done is to integrate
with the changes in the standard de-
duction, as they have come from the
Finance Committee, additional rate de-
ductions for the first $20,000 of adjusted
gross income; and this integrated pro-
posal is incorporated in amendment 200,
and that is the issue which very shortly—
that is, tomorrow—will be before the
Senate for a vote.

I have made the point over the last 2
days that the lion’s share of this amend-
ment and the tax savings under this
amendment are designed to benefit tax-
payers in the low-income and middle-
income brackets. But I think it is im-
portant to note and only fair to note
that the portion of this proposal ac-
counted for by rate reductions alone dif-
fers in percentages somewhat from the
portion of this proposal accounted for
by changes in the standard deduction.

So that if you consider only the rate
cut portion of this proposal, 85 percent
of the tax saving attributed to the rate
cu[: alone is designed for taxpaying en-
tities with adjusted gross income of $30,-
000 or less; whereas, the total benefit of
amendment No. 209, as it has been mod-
ified, including both the rate cut and
the standard deduction feature of the
proposal, amounts to 91 percent of the
benefits going to taxpaying entities with
adjusted gross income of $30,000 or less.

Finally, I should like to address myself
to what is known as the indexing pro-
posal. or the indexing problem, and how
this fits in with that idea.

Mr. ROBERT C. BYRD. Mr. President,
will the Senator yield?

Mr. DANFORTH. I yield.

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that it be in
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order at this time to order the yeas and
nays on an amendment to this bill which
will be offered later today by Mr. CHURCH
and Mr. DOMENICT.

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

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

The ACTING PRESIDENT pro ftem-
pore. Is there a sufficient second? There
is a sufficient second.

The veas and nays were ordered.

Mr. ROBERT C. BYRD. Mr. President,

I ask unanimous consent that the vote
on the amendment by Mr. DoMmexIct and
Mr. CHURCH occur today at 3:50 p.m.

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

Mr. LEAHY. Mr. President, I ask unan-
imous consent that throughout the re-
maining deliberations on the tax bill to-
day—including votes—and whatever
days it continues, Judy Hefner, a mem-
ber of my staff, have the privilege of the
floor.

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

—— e E———

COMMITTEE MEETINGS
TOMORROW

Mr. ROBERT C. BYRD. Mr. President,
under the standing rule of the Senate
as encompassed in the Stevenson reso-
lution, all committees may meet during
the session of the Senate for a period of
the first 2 hours, without consent. Hence,
all committees may meet tomorrow, if
the Senate convenes at 10:30 a.m., until
12:30 p.m., without consent.

I now ask unanimous consent that, in
addition, all committees may meet to-
morrow during the session of the Senate,
beginning at 2 p.m., with the exception
of the Committee on Energy and Na-
tural Resources.

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

Mr. RCBERT C. BYRD. I thank the
minority leader, and I thank the Sen-
ator from Missouri for yielding.

TAX REDUCTION AND SIMPLIFICA-
TION ACT OF 1977

The Senate continued with the con-
sideration of the bill (H.R. 3477) to pro-
vide for a refund of 1976 individual in-
come taxes, and other payments, to re-
duce individual and business income
faxes, and to provide tax simplification
and reform.

Mr. BAKER. Mr. President, T suggest
the absence of a quorum.

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

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

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the dis-
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tinguished Senator from Missouri may
hold the floor for an additional 10 min-
utes, after which the Senator from Idaho
(Mr. CHURCH) be recognized to call up
the amendment which he and Mr,
DoMENICI are sponsoring.

Mr. CHURCH. Mr. President, will the
Senator withhold that for a moment, so
that I may request unanimous consent
to call up the amendment following the
conclusion of the remarks by the dis-
tinguished Senator from Missouri?

Mr. ROBERT C. BYRD. I include that
in the request.

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

The amendment will be in order.

The Senator from Missouri is rec-
ognized.

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

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

The second assistant legislative clerk
proceeded to call the roll.

Mr. DANFORTH. Mr. President, I ask
unanimous consent that the order for the
guorum call be rescinded.

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

Mr. DANFORTH. Mr. President, I yield
to the Senator from New Hampshire.

Mr. McINTYRE. I thank my distin-
guished colleague.

Mr. President, I rise to express my dis-
appointment over the way we are han-
dling the President's tax package and to
speak in support of the amendment
offered by the Senator from New York
(Mr, JAVITS).

As early as last November, I contacted
President Carter urging him to give seri-
ous consideration to a single one-time
tax rebate to stimulate a faltering econ-
omy. On January 31, President Carter
recemmended a tax stimulus package
which included a $50 rebate along with
several business tax reductions.

In January, of course, the severe cold
weather experienced throughout the
country was giving all of us grave con-
cern as to its economic impact. But that
was several months ago. Since that time
economic indicators have improved some-
what and some who warmly supported
a tax rebate in midwinter have let their
ardor cool off as the weather warmed
up. Well, Mr. President, those economic
indicators are welcome, of course, but I
do not find them reassuring enough to
abandon the case for a tax break to keep
economic recovery alive.

But it is clear now what has happened.
Our banking and industrial communities
have launched a massive campaign to
sell the argument that tax rebates to the
citizens of this country would be infia-
tionary but tax reductions for business
would not. I not only question this rea-
soning, I think reducing business taxes
without giving individual citizens an
egual break would be unconscionably un-
fair. As we all know, the assault on the
rebate has been successful. The week be-
fore last, the President reversed himself
and abandoned the $50 individual tax
rebate. But at the same time, and I em-
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phasize this point, President Carter also
proposed eliminating the business jobs
tax credit and the increase in the in-
vestment tax credit.

The Senate, however, apparently does
not follow the logic that business tax
credits should be tied to individual tax-
payer relief. Last week, on a lopsided
74-to-20 vote, the Senate in its wisdom
determined that the American business
community was deserving of tax reduec-
tio?s but that the American citizen was
not.

Mr. President, last week I was one of
the 20 Senators to vote for recommittal
of the bill to committee with Instructions
to delete the business tax credits. Failing
that, I have consistently voted not to ex-
pand the present legislation. I voted
against my good friend from Colorado
(Mr. HasgerLL) in his successful attempt
to enlarge the jobs tax credit. I voted
to place a cap on the tax credit and I will
continue through the debate on this bill
to vote against those proposals enlarg-
ing business tax reductions.

I do not believe, Mr. President, the
American people can be convinced that
tax reductions are fine for business but
wrong for them. With the exception of
the increases in the standard reduction,
which I supported in a floor statement
February 4, what we have before us is
a business tax reduction bill. How can I
or my colleagues in this body seriously
justify sending to conference a piece of
legislation that will provide billions of
dollars of tax relief for our business com-
munity while ignoring the pressing tax
burden on our citizens?

I must state my belief that general tax
reductions should be part of a compre-
hensive tax reform bill. And the legisla-
tion before us certainly is not that. We
are debating a piece of legislation that
can no longer be justified. Either we have
a rebate together with business tax re-
ductions, or we should have no bill. If this
legislation is passed without general tax
relief, then we should all be prepared to
explain to the American people how we
justified a tax reduction for the Ameri-
can business community but could not
Jjustify a tax reduction for them.

I thank my distinguished friend for
yielding time to me.

Mr. BAKER. Mr. President, will the
Senator yield to me briefly?

Mr. DANFORTH. If I have any re-
maining time I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Missouri has 4
minutes remaining.

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

Mr. DANFORTH. I yield to the Sena-
tor from Tennessee.

Mr, BAKER. Mr. President, I only
wanted to take a brief moment to say to
the distinguished Senator that I thought
his statement was cogent, convincing,
and I am delighted to hear his position
and his remarks on an issue of such im-
portance. I commend him for his courage
in this respect.

Mr. McINTYRE. I thank my good
friend from Tennessee.

Mr. DANFORTH. Mr. President, T add
my word of commendation to the Sen-
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ator from New Hampshire. Really this
is a question of providing tax relief for
low-income, middle-income taxpayers,
and it is interesting to note that without
this and, as a matter of fact, even with
it, over the next couple of years the real
tax rate for this group of middle-income
and low-income taxpayers is going to be
increased; that is, even without any in-
crease in tax rates these people are going
to be pushed into higher tax brackets.

This amendment, at least on a tem-
porary and partial basis, does something
toward indexing tax rates for middle-
and low-income taxpayers to take ac-
count of the effect that inflation has of
pushing them into higher tax brackets.

So I add my word of commendation to
the Senator from New Hampshire for the
position he has taken. This indeed is
not a partisan measure at all. It is a
measure designed to do two things: One,
to put more people back to work in an
economy that is still very sluggish, to say
the least; and, second, to offer a meas-
ure of relief fo those taxpayers who can
least afford the effect of high rates of in-
flation and high rates of taxes at the
same time.

I yield the fioor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Idaho.

AMENDMENT NO. 180

Mr, CHURCH, Mr. President, I send to
the desk my amendment No. 190 and ask
that it be read.

The ACTING PRESIDENT pro tem-
pore. The amendment will be stated.

The assistant legislative clerk read as
follows:

The Senator from Idaho (Mr. CHEurcH) for
himself, Mr. DomeNICI, and other Sensators
proposes amendment No. 190,

The amendment is as follows:

At the appropriate place insert the follow-
ing new section:

SEc. . ELecTion oF FoORMER RETIREMENT
INcOME CREDIT PROVISIONS FOR
1876.

Section 37 (relating to credit for the el-
derly) is amended by redesignating subsec-
tion (f) as (g) and by inserting after sub-
section (e) the following new subsection:

‘“(f) ELecTiON OF PRIoR LAwW FOR 1976 RE-
TURNS.—A taxpayer may elect (at such time
and in such manner as the Secretary shall
prescribe) to determine the amount of his
credit under this section for his first taxable
year beginning after December 31, 1975, un-
der the provisions of this section as they
existed before the amendment made by sec-
tion 503 of the Tax Reform Act of 1976.".

Mr. CHURCH. Mr. President, this
amendment would give taxpayers 65
years or older the option to claim for tax-
able year 1976 either the former retire-
ment income credit or the new elderly
credit.

Last year's Tax Reform Act, in effect,
replaced the retirement income credit
with two types of credits, depending upon
the taxpayer’s age and sources of income.

For taxpayers 65 or older, a 15-percent
credit for the elderly is available for all
types of income, up to $2,500 for single
persons and $3,750 for couples filing
jointly. Single persons with $2,500 in
qualifying income can reduce their tax
liability by $375, $2,500 multiplied by the

12161

15-percent credit. An elderly couple en-
titled to the maximum credit can sub-
tract $563 from their taxes, $3,750 times
15 percent.

These maximum amounts for comput-
ing the credit, however, are reduced dol-
lar-for-dollcr by social security benefits,
railroad retirement annuities, and other
tax-exempt pensions. In addition, there
is an income phaseout provision, which
reduces the maximum amounts for com-
puting the credit by $1 for each $2 of
adjusted gross income above $7,500 for
individuals and $10,000 for couples.

The effect is that the credit is elimi-
nated entirely for taxpayers with ad-
justed gross income of $12,500 for in-
dividuals and $17,500 for qualifying
couples.

Persons under 65 are eligible for a re-
tirement income credit, provided they
receive a public pension or annuity. They
may also claim a 15-percent credit, but
only on up to $2,500 in gualifying pen-
sions or annuities for individuals and
$3,750 for elderly couples.

These amounts are also reduced by
tax-exempt retirement benefits and
earnings, depending upon the amount
and the taxpayer's age. However, there
is no income phaseout provision, as now
exists for the elderly credit for persons
65 or older.

For most eligible older Americans, the
new elderly credit provides additional tax
relief. Some, though, have been adversely
affected by the income phaseout provi-
sions.

Every Senator in this Chamber, I am
sure, has received letters from retirees
65 or older who have had their credit
either reduced or eliminated because of
the changes in the 1976 Tax Reform Act.
Yet, these same individuals would, in
many cases, be entitled to claim the credit
if they were under 65.

The Tax Reform Act, which became
law in October 1976, made these changes
effective retroactively to January 1976
for individuals 65 or older.

Now, many moderate-income pension-
ers 65 or older—particularly those in
the $10,000 to $17,000 income bracket—
are discovering that their credit is either
reduced substantially or eliminated en-
tirely because of the income phaseout
provision in the Tax Reform Act. Yet,
these individuals can ill afford a retro-
active tax increase.

The National Retired Teachers Asso-
ciation-American Association of Retired
Persons sum it up well when they say:

As a matter of princlple, our Associations
are vehemently opposed to any retroactive
increase In income tax liabilitles resulting
from the enactment of legislation after the
start of a taxable year. We think that retro-
actively increased tax burdens constitute bad
tax policy and erode the confidence of our
own c.tizens in the fairness and sensitivity
of their Government.

My amendment is similar to the ap-
proach adopted by the Senate Finance
Committee in protecting persons en-
titled to the sick-pay exclusion from
being adversely affected by the retroac-
tive application of the Tax Reform Act.
It would also protect taxpayers—in this
case elderly retirees living on low or
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moderate incomes—f{rom being penalized
by the retroactive application of the
elderly credit. It would not, however,
grant any additional tax relief, but
would simply protect them from having
their taxes raised retroactively.

This approach has another impor-
tant benefit. It would provide additional
time for the two tax writing commit-
tees—the Senate Finance Committee and
the House Ways and Means Committee—
to reexamine the difference in treatment
for taxpayers 65 or older and those under
65.

I recognize that elderly taxvayers must
file amended returns to claim the retire-
ment income credit. This will add to the
administrative problems already con-
fronting the Internal Revenue Service.
This is certainly an important consid-
eration when tax policy is concerned,
but it clearlv should not have a greater
priority than tax equity.

The retroactive application of the age
credit will cost persons 65 or older $30
million in lost tax relief in fiscal year
1977. Most older Americans did not be-
come aware of the harmful effects of
the retroactive apnlication of the income
phaseout provisions for the elderly credit
until well after the fact. when it was too
late to do anything. Older Americans—
especially those living on limited in-
comes—can ill afford to lose tax relief
measures.

The National Association of Retired
Federal Emplovees and the National Re-
tired Teachers Association-American

Association of Retired Persons strongly

sunrort the enactment of mv nronosal.
Both associations are readv, willing, and
able to assist their members in claiming
the credit.

Mr. John MeClelland, president of
NARFE, emvhasized:

Again I offer your amendment the full
support of this Association. Let me further
assure you that NARFE would use all its
publication resources to advise our 275.000
members of your amendment and inform
this group of stens necessary to utilize the
option if enactment is attalned.

Mr. Peter Huches, legislative counsel
for NRTA-AARP made a similar offer of
assistance:

. . . our Assoclations will mave every effort
to Inform those who would benefit throuch
our News Bulletins, which have combined
circulation in excess of 10 million. Tn addi-
tlon, we shall do all we can to assist these
elderly persons in filing amended returns
through our tax ald proeram which oper-
ates natlonwide and which Is expected to
provide tax counseling assistance to 500
thousand e'derly taxpayers in the current tax
fililng season alone.

_For these reasons, I urge the adoption
of my amendment,.

I offer the amendment on behalf of
myself, the rankine Republican mem-
ber of the Committee on Aging (Mr.
Domenicr), and 57 other cosnonsors. I
ask unanimous consent that the list of
cosponsors be printed in the Recorp at
this point.

There being no objection, the list was
ordered fo be printed in the Recorp, as
follows:
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CoOSPONSORS OF CHURCH RETIREMENT INCOME
CrepiT TOo HR. 3477

Domenici, Humphrey, Clark, Stone, Wil-
liams, Abourezk, Brooke, Pell.

Eagleton, Huddlestcn, Leahy, Melcher, Hat-
field, Kennedy, Mc™ntyre, Eastland.

Matsunaga, Bayh, Sarbanes, Chiles, Chafee,
Mathias, McGovern, DeConeini.

Heinz, Inouye, Anderson, Percy, Culver,
Randolph, Javits.

Cannon, Jackson, Ford, Riegel, Glenn, Staf-
ford, Bumners, Weicker.

Case, Ribicoff, Thurmond, Sasser, Moyni-
han, Biden, Bentsen, Burdick.

Gravel, Durkin, Hart, Hayakawa, Hollings,
Schwelker.

Nelson, Metcalf, Johnston, Hathaway, Zor-
insky.

Mr. DOMENICI. I am pleased, Mr.
President, to cosponsor amendment No.
190 with Senator CHuUrcH and 57 other
cosponsors. This amendment would give
taxpayers 65 years of age or older the
option to claim for taxable year 1976
either the former retirement income
credit or the new elderly credit.

Mr. President, the purpose of the
amendment is to protect older persons
from being penalized by the retroactive
application of the elderly credit as ini-
tiated in the Tax Reform Act of 1976.
This approach is similar to that adopted
by the Senate Finance Committee in
protecting persons entitled to the sick
pay exclusion from being adversely af-
fected by the retroactive application of
the sick pay exclusion.

I believe that it is a violation of pub-
lic trust to pass significant legislation
which is retroactive, which disregards
the taxpayers’ need for a major finan-
cial adjustment. As it is, should this
measure be enacted into law, elderly
taxpayers earning income will be re-
quired to file revised tax returns for 1976
if they wish to take advantage of any
former benefits to which they may have
been entitled. I certainly appreciate the
supportive pledges of Mr. McClelland,
president of the NARFE, and Mr.
Hughes, legisiative counsel for the
NRTA-AARP, to use their pub'lications
to inform their membership of this pro-
posed change.

Mr. President, the cost of this amend-
ment will be approximately $30 million
in fiscal 1977. Obviously the cost to the
National Treasury is relatively minimal
when considering the individual circum-
stances of the estimated 165.000 low- to
moderate-income pensioners who are
discovering th~t their credit is either re-
duced substantially or eliminated en-
tirely on a retroactive basis. I agree
with Senator Cvurcu that these indi-
viduals ecan ill afford a retroactive tax
increase. Furthermore, the passage of
this amendment would allow the Finance
Committee and the Ways and Means
Committee to concider alternatives for
correcting some of the flaws in the 1976
Tax Reform Act concerning the new
elderly credit.

So, Mr. President, I commend the dis-
tinguished senior Senator from Idaho
for introducing this amendment, and it
is my pleasure to be a cosponsor. I think
the fact that 59 Senators have cospon-
sored it speaks for itself. I am not again
going to go into the substantive reasons
that justify this amendment. Suffice it
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to say that a very good lesson is learned
through this legisiation.

I am not one who claims to be expert,
nor am I preaching, but it seems to me
that to adopt retroactive tax laws is a
very risky policy for this Nation at best.
When you apply it to fixed income senior
citizens who have been entitled to a
certain credit for a number of years,
then it leaves the arena of being risky
and becomes a very significant deterrent
to credibility on their part.

These people are not the type who can
adjust their income here or there, or
who can expect to make more money.
They have been relying for years on a
certain kind of credit that they have
been entitled to under our laws. Needless
to say, they are over 65 by definition, and
when they begin to fill out their returns,
they find all kinds of problems. If they
are under 65, they got the credit, if they
are over, they did not; which seems to be
something very inconsistent in terms of
American policy. Likewise, they went
through a year planning their small in-
vestments, only to find we changed the
rules of the game in midstream.

So it appears to me that while many
parts of America’s constituency are in-
volved, the number of affected senior
citizens is probably around 165,000 peo-
ple who are going to be, and are entitled
to be, chagrined and angry at us for do-
ing this to them. Many of them have al-
ready filed their returns; as the Senator
said, they will have to apply for a refund.
Probably many of them will not, but they
should, and I hope they will.

When we pass this amendment, I am
sure the rollcall vote will indicate sig-
nifieant support for it, and then they
will know that as soon as we found out
about it and had the opportunity to
change it, we did. I think that is impor-
tant for these members of the American
public to gain a little bit of faith and
credence for the American system of
government and taxation.

I thank the Senator from Idaho for
yielding the fioor.

Mr. CHURCH. Mr. President, may I
say to the Senator from New Mexico
how much I appreciate his support. This
amendment would simvly do equity for
older people by eliminating the retro-
active effect of the changes that were
made in the retirement credit last year.

I think, in all fairness, Congress did
not intend to impose those changes retro-
actively. But in several places in the bill
the effective date was made January 1976
instead of January 1977. This amend-
ment merely adopts the same formula
that hes alreadv been approved by the
Finance Committee in its treatment of
the sick pay exclusion provisions, and
the foreign earned income exclusion. In
those cases, the effective date is changed
to eliminate the adverse impact of the
retroactive application, and we would do
the same thing for the elderly.

Mr. President, it is my understanding
that this amendment will be voted on at
10 minutes to 4, under the unanimous-
consent order.

The PRESIDING OFFICER
Tarmance). The Senator is correct.

Mr. CHURCH. I thank the Chair.

(Mr.
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Mr. KENNEDY. Mr. President, a par-
liamentary inouiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. KENNEDY. Is there a time limi-
tation agreement?

The PRESIDING OFFICER. There is
no control of time. A time certain has
been agreed upon to vote, at 10 minutes
to 4. The Senator may speak on his own
time.

(Remarks made by Mr. KenNnNepy at
this point in connection with the intro-
duction of a bill are printed in today’s
Recorp under statements on bills and
joint resolutions.)

Mr. KENNEDY. Mr. President, I yield
the floor and suggest the absence of a
quorum,

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legisiative clerk pro-
ceeded to call the roll.

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

The PRESIDING OFFICER (Mr.
ALLEN). Without objection, it is so
ordered.

Mr. LONG. With reference to Senator
CuurcH's amendment, I find it my duty
to report that the Treasury Depart-
ment is opposed to the amendment for
a number of reasons. One reason is
that last year, we liberalized the re-
tirement income credit for the bene-
fit of the overwhelming majority of
people who enjoy the benefits of that
provision, and the Treasury sustained
a loss of $390 million as a resull of
liberalizing and simplifying the retire-
ment income credit so that it weuld be
useful to the elderly people of this coun-
try.

There were a relatively small number
who were adversely affected by the Tax
Reform Act’s changes in the credit.
Those are single people who had retire-
ment income over $12,500 and married
persons, who had retirement inccme over
$17,500. The retirement income credit is
completely phased out at those figures.
It should be pointed out that what we
did with the Tax Reform Act for the
overwhelming majority of the elderly
people, particularly those at the lower
level of the income scale, was to increase
it, to simplify it and also to streamline
it, to their advantage.

We have no apologies to make for what
we did in changing the retirement in-
come credit last year, nor does the Treas-
ury. The Senator from Idsho (Mr.
CHurcH) and his cosponsors do make a
point that, to some extent, the change
was retroactive and that a relatively
small number of people were adversely
affected. I find some sympathy for the
argument, although I must say that it
will be very complicated for people to
take advantage of the Church amend-
ment. First, they will have to compute
what their retirement income eredit for
1976 is under the new law, which is the
one that Is simpler and was designed
to make it easier for people to claim the
credit. Then they will also have to com-
pute what their retirement income credit
would have been under the old law,
which was horribly complicated. Then
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they will have to compare the two figures.
Then they would claim—presumably—
the one that would be more to their ad-
vantage. A lot of people who, hopefully,
would benefit from the Church amend-
ment will simply find it too complicated
to fool around with it, because it will be
necessary for them to apply for a refund.
In any case, many would find it very
complicated to take advantage of it and
many would find that they do not bene-
fit at all.

So the amendment does leave some-
thing to be desired. However, I am at-
tracted by the arguments against the
retroactive aspects of the changes in the
credit and I may vote for the amendment
myself when it comes to a vote before the
Senate. I just want Members to under-
stand that there is a Treasury Depart-
ment objection to the amendment and
that there is some merit to the Treasury
position against this.

Mr. President, on a different subject, I
point out that, contrary to what we heard
or, at least, read in some of the publica~
tions of this country, the bill that is be-
fore us does contain what I believe to be
very good balance.

Mr. President, I ask unanimous con-
sent that a letter and a table explaining
the breakdown of the tax reduction in
this bill, and the extent to which the cut
is divided between individuals and busi-
nesses be printed in the Recorb.

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

U.8. SENATE,
COMMITTEE ON FINANTE,
Washington, D.C., April 26, 1977.

DeAR CoLLEAGUE: The charges that this biil
beforo us is lopsided towards business is com-
pletely without merit. Most of the tax cuts
go to individuals and even the parts that go
to business are conditioned on business ac-
tivity which provides jobs to Individuals.

Thii bill contalns the tax reductions ss
follows:

Reductions for calendar 1978 (billions)
Individuals:

Standard deduction

Extenslon of earned income credit._.

Extension of general tax credit

Total Individual (77.2 percent).. 17.9
Business:
Investment credit .
Jobs credit 1.6
Extenslon of small business cuts._... 2.3

Total business (22.8 percent).__. 6.3

Two-thirds of the new tax cuts In the
bill (86 billion out of $9 billicn) goes to in-
dividuals through an Increase In the standard
deduction. This provision also involves a
major simplification of the t1x returns which
individuals will have to file next April 15 and
will increase the percentage of taxpayers who
will not have to itemize their deductions to
76 percent. Eighty-one percent of this §6 bil-
lion tax cut goes to individuals with incomes
below $15,000. A family of four with Income
of #8,000 would get a tax cut of $174.

Even without the 850 rebate, the bill pro-
vides tax rellef for low and middle income in-
dividuals, simplifies the tax forms and at-
tempts to deal with the problems of unaz-
ceptably high unemployment and inadequate
business Investment. The legislation deserves
to be passed a3 guickly as possible.

Sincerely yours,
RusseLn LoNa,
Chairman, Senate Finance Committee.
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Mr. LONG. The tax reductions in this
bill for individuals are 77.2 percent of the
reduction, and those individual tax re-
ductions are directed toward the low-
and middle-income people. For example,
there is a $6 billion reduction in taxes by
the simplification and the streamlining
of the standard deduction. That amounts
to a tax cut of $174 for a four-person
family with income of $8,000. The change
in the standard deduction is mainly
geared to middle- and low-income tax-
payers, because those are the ones who
tend to use the standard deduction.

There is also & tax reduction of $1.3
billion through an extension through
1978 of the earned income credit. This
entirely benefits the poor. This is a pro-
vision that I have worked for and sup-
ported for years. It makes work more at-
tractive than welfare for the working

poor.

We would like to find a way to get
more low-income people to come in and
apply for it. It occurs to the Senator from
Louisiana that perhaps we could amend
the bill so that the employer would apply
for the earned income credit for the
benefit of his employee, so that there
would be a better prospect of the em-
ployee getting it. The way it stands now,
there are altogether too many poor peo-
ple, who either do not understand it or
are reluctant to come in and claim it,
who are not getting the benefit of the
earned income credit. At any rate, Mr.
President, that $1.3 billion is entirely for
the benefit of poor people who have
children.

The bill also contains an extension
through 1978 of the general tax credit
of $10.7 billion. This also helps low- and
middle-income taxpayers.

Of course, two of these individual tax
cuts are extensions of existing law, but
they would expire in January were they
not extended. Adding it all together, 77.2
percent of the tax reductions are geared
to individuals, with an emphasis on low-
and middle-income taxpayers, where the
need for a tax cut is greatest.

Then, Mr. President, we look at the so-
called business advantages in this bill.
The investment tax credit would cost
$1.4 billion. In order to get that, for every
dollar of advantage that a businessman
gets, he would have to spend $8 in buy-
ing new plant and equipment, which puts
people to work. The investment tax
eredit thus far has proved the most ef-
fective stimulant that Congress has
found, or that any President has recom-
mended, to get the economy going and
put people to work.

Some time ago, the Senator from
Louisiana was asked that that provision
be repealed because it seemed to be over-
heating the economy.

I was amazed at that time to find over-
whelming protest from the labor lead-
ers of my State because they were find-
ing jobs in the construction trades for
all their workers in the area building
new rlants. They were very much upset
with their Senator in that he seemed to
want to repeal a provision they felt, and
richtly so, was playing a major part in
building new plants and creating new
jobs for construction labor in that area.

There is a lot to be said for the fact
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that the investment tax credit provides
Jjobs.

Now, the $1.6 billion for the jobs credit
is almost entirely for small businesses.
Much of it is to the little mom and pop
grocery stores and small cafes, the filling
stations, small businesses generally.
Businesses do not get the benefit of that
credit unless they hire more people and
expand their payroll.

So it is not really the employer who
is getting the benefit of that tax cut.
It is the person he employs. In other
words, by making it more attractive tax-
wise for a company to hire a marginal
employee—someone they have not
needed to that point—we estimate we
can add somewhere between 200,000 and
400,000 additional jobs.

While it is listed as something to help
business, the jobs tax credit is really
something that is largely going to go
to the benefit of those who are
working.

Most of these people for whom we
hope to provide jobs as a result of the
jobs credit are presently drawing un-
employment insurance payments. Re-
duced outlays for unemployment insur-
ance and Increased taxpayments by
newly hired employees will offset much
of the revenue lost by the jobs credit.

The revenue estimate of a loss of $1.6
billion does not take account of what
we save by taking people off the rolls
of the unemployed. Nor does it take into
account that we will be saving money by
taking people off the welfare with this
provision and putting them in jobs where
their families will have substantially
more income, perhaps three or four times
as much in working at a job, than what
that family would have if it was simply
living on a welfare check.

Then we have a $2.4 billlon tax cut
through extension of the small business
corporate rate cuts.

Mr. President, one will see that of
these provisions that affect business, al-
most $4 billion of the $5.3 billion is di-
rected almost entirely for the benefit of
small businesses, and most of that is for
the purpose of prevailing on those small
businesses to expand and put more peo-
ple to work.

But look at it as we want to, the over-
all figures show that more than three-
quarters of the overall tax cut goes to
individuals. That which goes to indi-
viduals favors those in the low- and
middle-income brackets and that part
which goes to business, which is less
than one-quarter, is devised in such a
way that most of that benefit will go
to the laboring man rather than to the
employer.

In other words, if the man does not
use the jobs credit provision to hire
somebody, then there is to be no tax
credit. So if the jobs are not created,
then the jobs credit will cost practically
nothing, rather than $1.6 billion.

I hope those interested in this matter
will consider this fact and I hope our
friends in the media will translate that
in their stories and in their reports on
what is happening here on the Senate
floor, because this bill, regardless how
we analyze it, is one for the benefit of
workers who need jobs; and the benefit
to business is only provided to the ex-
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tent it encourages businesses to move
forward and to put more people to work
in the areas where jobs are needed.

In due course, Mr. President, we will
be discussing this and related items in
greater detail. I strongly urge Senators
to support this bill and also to help us
keep it, to the greatest extent we can, in
a fashion such that the President will
sign it.

I know of a number of meritorious
amendments that could be offered which
would increase the cost of the bill. In
some respects, that might make it a bet-
ter bill. But in doing so, they tend to im-
peril the bill itself. I hope that Sena-
tors will save some of their amendments
along that line and be willing to offer
them and have them considered in con-
nection with the tax reform bill, which
we would expect to be a very broad and
inclusive bill, when that matier comes
before the Senate this fall.

Mr. DANFORTH. Will the Senator
yleld for a discussion?

Mr. LONG. Surely.

Mr. DANFORTH. My understanding
of the Senator’s position is that 77.2 per-
cent of this bill is designed to provide
tax relief for individuals; is that right?

Mr. LONG. That is right.

Mr. DANFORTH. How much of that
77.2 percent is simply extensions of tax
benefits for individuals found in exist-
ing law?

Mr. LONG. Let us look at it another
way. If the Senator is talking about new
items, we have $6 billion in individual
tax cuts.

Then we have $3 billion in the invest-
ment tax credit and the jobs credit.

But again, I hasten to explain that
most of the benefit of that $1.6 billion
in the jobs credit, while it appears to be
something that is for businesses, is ac-
tually going to be largely for the person
who gets the job rather than the person
who hires the worker.

So if we make that calculation, we still
show a figure of three-quarters of the
benefit going to the individuals.

Mr. DANFORTH. Hopefully, the pur-
pose of the whole bill, which is supposed
to be a tax stimulus bill, is to put people
to work.

Mr. LONG. Exactly.

Mr. DANFORTH. Not just to confer
benefits on corporations.

Mr. LONG. Exactly.

Mr. DANFORTH, But is it not a fact
that, with respect to actual tax relief
for individuals, only about $6 billion
would be in the form of new tax relief
for individuals?

Mr. LONG. That is two-thirds of the
new tax cuts in the bill. But let me point
out that much of the jobs credit will go
to business people who are not incorpo-
rated. So while the jobs credit is listed as
being something for business, it is not
necessarily going to corporations.

Mr. DANFORTH. I understand.

Mr. LONG. A great many of those peo-~
ple are Mom and Pop grocery stores
and drug stores, things of that sort.

Mr. DANFORTH. I understand. But
talking about personal tax returns and
the amount individuals pay in taxes, as
the bill stands now, the only new relief
found in it is the standard deduction?
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Mr. LONG. The jobs credit, to a large
extent, does help individuals.

Mr. DANFORTH. I get the Senator’s
point and, hopefully, it all helps individ-
uals. But with respect to personal
taxes——

Mr. LONG. But the point is that while
we have the jobs credit listed under busi-
ness on the sheet which I had placed on
the Senator's desk, most of those busi-
nesses are not incorporated and they will
report their income on individual tax re-
turns, rather than as corporations on
corporate returns. So when we talk about
individuals, those are small businesses
which are filing individual tax returns,
rather than corporations.

Mr. DANFORTH. When we are talk-
ing about the working person, the blue
collar or white collar worker, that would
not be of any benefit to those people so
long as they are emplyed.

Mr. LONG. It would be a lot of benefit
to them in getting a job.

Mr. DANFORTH. But I mean that as
to a person who is employed, a person
who is now on the tax dollars, the only
benefit is in the form of the change in
the standard deduction. Is that not
right?

Mr. LONG, With the qualification that
I explained, it is correct.

Mr. DANFORTH. I understand the
qualification,

It is true, is it not, that there are ap-
proximately 1.7 million people who ac-
tually will have their taxes increased by
this bill if a permanent tax cut is not
added to it?

Mr. LONG. Yes, but that is a part of
an adjustment to reduce the marriage
penalty. Insofar as that results in a
somewhat greater tax on a relatively
small number of single people, who are
not low-income people by any means,
that is balanced by a greater tax cut
for the married couples with children.

Mr. DANFORTH. But as to single tax-
payers with adjusted gross income of
$13,750 or more a year, their taxes are
going to be increased.

Mr. LONG. The Senator is talking
about the relatively high income single
taxpayers.

Mr. DANFORTH. $13,750 is not too
high in this day and age.

Mr. LONG. It certainly is a long way
from poverty, and that much income
would compare to $27,500 for a couple.

People may differ, but in my judg-
ment it does not make any sense at all
to say that two people, living together
under the same roof, if married, get only
$3,200 of standard deductions, but if
they are not married, they get $4,800 of
standard deductions—$1,600 more. That
would be the effect of keeping the stand-
ard deduction for single people of $2,400.
In my judgment, that would be an un-
warranted discrimination against people
because they do what soclety wants
them to do—that is, to formalize their
relationship with a marriage contract
which imposes oblizations and duties
upon both parties that the law will
respect.

Mr. DANFORTH. But is it not so that
the difference between the bill as it now
reads, as it came from the Finance Com-
mittee, and the amendment that is of-
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fered by Senator Javits and me is that
in both versions we deal with the ques-
tion of the so-called marriage penalty
to the same extent? But in the bill as
it now reads, approximately 1.75 million
people who are single, with adjusted
gross income of $13,750 or more a year,
are going to be paying more taxes next
year than they paid this year; whereas,
under the Javits-Danforth proposal,
their taxes will be cut as well.

Mr. LONG. The Senator is talking
about a relatively small number of peo-
ple. I make no apologies for that.

If we are going to have tax reform,
we must have the courage to bite the
bullet about some of these things, even
the differences between the tax advan-
tage for single people and the tax ad-
vantage for married people, on what we
believe to be a fair basis.

It has been my experience that moral
courage is the scarcest commodity
among politicians. I have known men in
the service who would have the courage
to march right into the mouth of an
enemy cannon but who did not have the
courage to vote for something in poli-
tics for fear they might be misunder-
stood, for fear they might have to ex-
plain it to somebody.

In my judgment, it does not make any
sense to say that two people, both of
them having income and living together,
would have the advantage of 50 per-
cent more deductions, in the event that
those people avoid formalizing their re-
lationship with a marital contract and
have children born out of wedlock,
rather than do what society would like
them to do, to accept the duties and ob-
ligations implicit in a man and woman
seeking to live together, to make a life
together, and to bring up a family to-
gether,

This matter was discussed on a na-
tionwide television program, 60 Minutes,
and verv few people try to defend it.

Admittedly, a single person making
more than $13.750 might pay another
dollar or two in taxes, but that is nothing
compared to the injustice we would be
doing to married people by doing it the
other way.

Some say that a politician cannot vote
to increase anybody’s taxes on any basis.
If you believe that, and try to correct the
marriage penalty by raising the standard
deduction for married couples up to
where they have the same tax treatment
as single people, it would cost several
billion dollars. Under the bill proposed
by the Finance Committee, it costs a few
hundred million dollars in one case to
alleviate the marriage penalty by simply
making a modest increase in the taxes
paid by a few single people making
$13,750 or more. I think that is a situa-
tion in which we cannot afford the rev-
enue loss involved in alleviating the mar-
riage penalty in a way that reduces
everybody's taxes.

It is this Senator’s judgment, the
Treasury’s judgment, and the President’s
judgment that we should face up to the
fact that tax reform means that some
people who are getting the best of it will
have to pay a little more while other peo-
ple get a tax cut.

Mr. DANFORTH. People who make
$13,750 a year or more are hardly the
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privileged few, are they? They tend to
be younger people, starting out in life.

Mr. LONG. But a single person making
$13,750, as the Senator knows, is a great
deal better off than a couple making that
amount of money.

At some point, if we are going to have
tax reform, we will have to vote for some
provisions that some people in middle
income brackets might find a little ob-
noxious. The House had the courage to
do that. Last year we handled the matter
of sick pay.

If we want the Internal Revenue Code
to make sense and if we want to have
uniform justice, in my judgment, some
of us will have to stand up and vote for
what we think is right, even if it is not
entirely popular with everybody.

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

Mr. LONG. I yield.

Mr. MATSUNAGA. Mr. President, I
rise in full support of the amendment
proposed by the distinguished chairman
of the Special Committee on Aging the
Senator from Idaho (Mr. CHURCH).
Moreover, I am pleased to cosponsor his
amendment to H.R. 3477 which would
enable elderly taxpayers, aged 65 years
or older, to have the option of claiming
either the former retirement income
credit or the new ‘“senior citizen” tax
credit for the taxable year 1976. This
measure is needed to protect millions of
older persons from the sudden impact of
the retroactive application of the new
elderly tax credit in the 1976 tax year.

Mr. President, the “tax break” for the
middle-income taxpayer and the credit
for the elderly have resulted in higher
tax payments for the year 1976 than it
did in 1975 for millions of elderly, age
65 or over. Compounded by the loss of
retirement income credit and reduced
cost-of-living adjustments, this leaves
the retiree, especially those over the age
of 65, withouf any edge against inflation.
This kind of tax break the elderly can
ill afford.

The 1976 Tax Reform Act replaced
the retirement income credit with a new
credit for older Americans, which is
computed according to age and income
standards. This new credit for the elderly
may be claimed if a taxpayer is age 65
or older, or is under 65 and receives a
pension or annuity from a public retire-
ment system,

The act, signed into law in October
1976, effected significant changes which
are retroactively applicable to the tax-
able year beginning January 1976. Many
moderate-income taxpayers 65 years of
age or older, with pensions ranging from
$10,000 to $17.500 have found very little
tax relief from the new senior citizen
credit.

In fact, they are discovering that their
credit 1s either reduced considerably or
eliminated entirely because of the income
phaseout included in the 1976 Tax Re-
form Act. But, if these individuals were
under 65, their credit would equal or ex-
ceed the tax relief under the pre-1976
retirement income credit. We are reward-
ing recent early retirees and penalizing
senior citizens retired for several years
whose incomes are being steadily eroded
by inflation.
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Elderly taxpayers, 65 or older, are pres-
ently entitled to a credit of 15 percent of
the initial amount of income, which in-
cludes retirement income, earned income,
and investment income, up to specified
ceilings. This maximum amount must be
reduced by the amount of social security
and certain other tax-exempt income the
elderly taxpayer receives. Moreover, this
credit is further reduced by part of his
adjusted gross income. This is because
the maximum base for computing the
credit is decreased by $1 for every $2 by
which a single taxpayer's adjusted gross
income exceeds $7,500 or $10,000 for a
married couple filing a joint return. Con-
sequently, the elderly tax credit is
phased out entirely for a single person
with an adjusted gross income of $12,500,
and for an elderly couple with an ad-
justed gross income of $17,500, making
them ineligible for the new credit.

This adjusted gross income phaseout
does not apply, however, to taxpayers
under age 65, who receive a pension or
annuity under a Federal, State, or local
retirement system. Persons under age 65
are presently entitled to a 15-percent
credit on retirement income, up to $2,500
for single taxpayers, and $3,750 for mar-
ried couples filing jointly. While this
maximum amount is reduced by tax-
exempt retirement benefits and earnings,
there is no additional adjustment income
phaseout.

Mr. President, the most crucial con-
cern of senior citizens is financial se-
curity. The elderly, especially those over
65, find themselves unprepared to meet
the tax demands of the new provisions
in the 1976 Tax Act. We need to assure
them time and assistance to prepare to
meet their new tax obligations. I there-
fore urge that we cushion this tax impact
by voting “aye” on the amendment of-
fered by Senator Cuurcr. It would enable
taxpayers, age 65 and over, to have the
choice of claiming the old retirement
income credit or the new elderly credit
for 1976.

I say to the distinguished chairman of
the Committee on Finance that all that
the Church amendment is striving to do
is give the elderly—65 and over—an-
other year. As the Senator well knows,
the Tax Reform Act of 1976 did not come
into being until October of that year;
and the elderly—65 and over—had no
real notice of the change In the tax
system.

Mr. LONG. Mr. President, after ex-
plaining my position with regard to the
Church amendment, I explained that I
thought that the bill was a better bal-
anced bill than some people in the media
understood, and the discussion wandered
away from the Church amendment to
other matters.

Mr. MATSUNAGA. Yes.

Mr. LONG. I am not asking the Sen-
ator to vote against the Church amend-
ment.

Mr. MATSUNAGA 1 heard the Sena-
tor's remarks earlier.

I feel that because under the Finance
Committee bill we are not affecting re-
tirees below 65 and we are giving differ-
ent treatment only to those 65 and over,
we at least should give them the option




12166

of choosing between the old and the new
for this tax year.

Mr. THURMOND. Mr. President, I
rise today in suvport of Senator
CHURCH'S amendment No. 190, to the
Tax Reduction and Simplification Act
of 1977. This amendment will give to
taxpayers 65 or older the option to claim
for taxable year 1976 either the former
retirement income credit or the new el-
derly credit. I am pleased to cosponsor
this measure.

Unfortunately, there were a number
of sections of the Tax Reform Act of
1976 which had adverse retroactive ap-
plication. A great number of taxpayers
were caught unprepared for greatly in-
creased tax burdens as they had no
notice of impending changes. Changes in
tax laws are to be expected, but the ret-
roactive application of them is grossly
unfair.

In the instance of the new credit for
the elderly, the retroactive application
of this measure has a serious detri-
mental effect en our taxpaying senior
citizens. This amendment very simply
would allow that for this one taxable
year, 1976, those who qualify for the new
credit may opt to be taxed under the
old retirement credit. They may file an
amended return or file for a refund.

Mr. President, I strongly support this
amendment and urge my colleagues to
consider it favorably.

CREDIT FOR THE ELDERLY

Mr. WILLIAMS. Mr. President, I am
delighted to have this opportunity to ex-
press my full support for this amendment
which would make the new credit for the
elderly apply more equitably.

The 1976 Tax Reform Act replaced the
former retirement income credit with a
new credit for the elderly. Under the pro-
visions of the 1976 Act, those aged 65 or
more are allowed a 15 percent tax credit
on all types of income up to a maximum
base amount of $2500 for single individ-
uals and $3750 for married couples filing
joint returns in instances where both
partners are aged 65 or older. These base
amounts are reduced dollar for dollar by
t}_lx exempt income such as social secu-
rity and railroad retirement benefits. In
addition, an adjusted gross income
phaseout was established in order to
limit the credit to lower and moderate
income persons. This phaseout provision
requires that the amounts on which the
credits are based must be reduced by $1
for each $2 of adjusted gross income
above $7500 for single persons, and
$10,000 for married couples filing joint
returns. Thus single persons aged 65 or
above with adjusted gross incomes above
$12,500 and married couples filing joint
returns with adiusted gross incomes
above $17,500 are ineligible for the credit.

Under the Tax Reform Act of 1976,
these revisions in the tax code were to
apply to taxable year 1976. As a result,
many of our elderly citizens are finding
that their tax obligations for last year
are substentially higher than they had
expected due to the operation of the ad-
justed gross income phaseout. For some
these tax increases will cause great finan-
cial hardship.

The amendment before us would allow
taxpayers aged 65 and over to choose
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between the former retirement income
credit or the new credit for the elderly
for taxable year 1976. This adjustment
to the tax code would protect many el-
derly from unfair, retroactive tax in-
creases. The Senate took similar action
when it recently voted unanimously to
remove the retroactive features of the
changes made in the sick pay exclusion.

Mr. President, I believe that this is a
fair and very necessary amendment and
I urge its adoption.

The PRESIDING OFFICER. The hour
of 3:50 having arrived, under the previ-
ous order, the Senate will proceed to vote
on amendment No. 190 by Mr. CHURCH,
and others.

The question is on agreeing to the
amendment of the Senator from Idaho.

The yeas and nays have been ordered,
and the clerk will please call the roll.

The assistant legislative clerk called
the roll.

(At this point Mr. Rigarg and then
Mr. CuLvER assumed the chair.)

Mr. CRANSTON. I announce that the
Senator from Maine (Mr. HaTHAWAY) is
necessarily absent.

Mr, STEVENS. I announce that the
Senator from TIndiana (Mr. Lugar) is
necessarily absent.

The resu't was announced—yeas 97,
nays 1, as follows:

[Rollcall Vote No. 106 Leg.]
YEAS—97

Glenn
Goldwater
Gravel
Griffin
Hansen
Hart
Haskell
Hatch
Hatfle'd
Hayakawa
He'nz

Abourezk
Allen
Anderson
Baker
Bartlett
Bayh
Bel'mon

Moynihan
Musk'e
Nelson
Nunn
Packwood
Pearson
Pell

Percy
Provmire,
ERando’ph
Ribicoff
Rie~le
Roth
Sarbanes
Sasser
Schmitt
Schweiker
S~ott
Sparkman
Stafford
Stennis
Stevens
Stevenson
Stone
Ta'madge
Thurmond
Tower
Wallop
Welcker
Willlams
Young
Zorinsky

Bentsen
B'den
Brooke
Bumpers
Burdick He!ms
Byrd, Hollinrs
Harry F,,Jr. Huddleston
Byrd, Robert C. Humphrey
Cannon Inouye
Case Jackson
Chafee Javits
Chiles Johnston
Church Kennedy
Clark Lavalt
Cranston Leahy
Culver Maenuson
Curtis Mathias
Danforth Matsunaga
DeConcini MecClellan
Dole MecClure
Domeniel M~Govern
Durkin McIntyre
Eagleton Melcher
East'and Metcalf
Ford Metzenbaum
Garn Morgan

NAYS—1

Long

NOT VOTING—2

Lugar

CHURCH'S amendment was

Hathaway

So Mr.
agreed to.

The PRESIDING OFFICER. The Sen-
ate will be in order.

Mr. ROBERT C. BYRD. Mr. Presi-
dent——

The PRESIDING OFFICER. Will the
majority leader kindly suspend? The
Senate is not in order, and proceedings
will be suspended until order is restored.

The Senate will be in order.

Mr. DOMENICI, Mr, President, I move
to reconsider the vote by which the
amendment was agreed to.
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Mr. BENTSEN. Mr, President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from West Virginia was seeking
recognition,

EXECUTIVE SESSION

Mr. ROBERT C. BYRD. Mr. President,
at the request of Mr. HoLrings and Mr.
THURMOND, I ask unanimous consent that
the Senate go into executive session for
1 minute to consider the nomination of
the U.S. marshal for South Carolina,
which was reported unanimously today
by the Committee on the Judiciary.

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

DEPARTMENT OF JUSTICE

The legislative clerk read the nom-
ination of Andrew J. Chishom, of South
Carolina, to be U.S. marshal for the dis-
trict of South Carolina,

Mr. HOLLINGS. Mr. President, I would
like to thank my colleagues on the Ju-
diciary Committee for their very prompt
action in sending to the floor today the
nomination of Mr. Andrew J. Chishom
as U.S. Marshal for South Carolina.

As the member primarily interested in
Mr. Chishom’s appointment, I urge the
Senate’s speedy confirmation of this
nomination.

By every yardstick, Mr. Chishom is
superbly qualified for the position of U.S.
Marshal, and he has the full support of
every member of my State’s Congres-
sional delegation and his peers in South
Carolina,

Mr. Chishom is a leading expert in the
field of criminology, holding an under-
graduate degree in that course of study
from the University of Maryland and a
master's and doctorate in correctional
rehabilitation from the University of
Georgia. He has put that education to
superb practical use—especially in South
Carolina.

In his capacity as chairman of the
board of the Community Organization
for Drug Control in Greenville, S.C,, in
1970 and 1971, he established the first
drug treatment unit in my State and
worked with all segments of the society
in solving drug-related problems. At the
same time, Mr. Chishom was actively in-
volved in the recruitment, training and
employment of minority representatives
in the building and construction indus-
try as a field director of the labor edu-
cation advancement program of the Na-

-tional Urban League.

Mr. Chishom's involvement and con-
cern earned him the honor of “Outstand-
ing Citizen” by the Greenville City Coun-
cil and the observance of “Andy Chishom
Day"” therc.

It is important to point out, I think,
that Mr. Chishom has been involved at
the street level in the problems of crime
and law enforcement. He began his career
with the community relations division
of the Washington Metropolitan Police
Department in 1968 and developed & pro-
gram in high crime areas to promote
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better relations between police officers
and citizens.

He served on the staff of Gov. John C.
West in South Carolina in 1972 as coor-
dinator of the correctional master plan
study which was designed to collect data
on county and State prisons so as to im-
prove conditions and operations. Mr.
Chishom has also served as a consultant
to the States of South Carolina and Geor-
gia and the Federal Law Enforcement
Assistance Administration in various
civil rights, minority enterprise and cor-
rectional roles. At the time of his nomi-
nation as U.S. Marshal, Mr. Chishom
was serving as an assistant professor in
the Department of Criminal Justice at
the University of South Carolina.

I think my colleagues can defermine
from this very brief description that Mr.
Chishom is a distinguished choice for the
position to which he has been nominated
by the President and that he will bring
solid expertise and real experience to
the office. South Carolina and the Na-
tion are fortunate that a person such
as Andrew Chishom wants to serve and
that he can do so in an effective way.

I thank the Senate for its attention to
this matter.

The PRESIDING OFFICER. Without
objection, the nomination is confirmed.

Mr. ROBERT C. BYRD. Mr, President,
I ask that the President be immediately
notified of the confirmation of the nom-
ination.

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

LEGISLATIVE SESSION

Mr, ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the Senate
resume legislative session.

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

TAX REDUCTION AND SIMPLIFICA-
TION ACT OF 19717

The Senate continued with the con-
sideration of the bill (H.R. 3477) to pro-
vide for a refund of 1976 individual in-
come taxes, and other payments, to re-
duce individual and business income
taxes, and to provide tax simplification
and reform.

Mr. DECONCINI. Mr. President, I ask
unanimous consent that Jerrv Bonham,
of my staff, be granted the privilege of
the floor during the consideration and
votes on the bill H.R. 3477.

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

TRANSFER OF CERTAIN MEASURES
TO UNANIMOUS CONSENT CALEN-
DAR

Mr. ROBERT C. BYRD. Mr. President,
there are two measures on the General
Orders Calendar that have been cleared
for passage by unanimous consent. They
are Calendar Orders 80 (H.J. Res. 18)
and 81 (H.J. Res. 40). I ask that the
clerk refer them to the Unanimous Con-
sent Calendar,

The PRESIDING OFFICER. They will
be so transferred.
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SUFPPLEMENTAL HOUSING AUTHOR-
IZATION—CONFERENCE REPORT

Mr. ROBERT C. BYRD. Mr. President,
I have been requested by the distin-
guished senior Senator from Wisconsin
(Mr. ProxMire) to call up a conference
report on H.R. 3843. I understand it has
been cleared on the other side of the
aisle.

Mr. President, I submit a report of the
committee of conference on H.R. 3843
and ask for its immediate consideration.

The PRESIDING OFFICER. The re-
port will be stated by title.

The legislative clerk read as follows:

The committee of conference on the
disagreeing votes of the two Houses on
the amendment of the Senate to the bill
(H.R. 3843) to authorize additional
funds for housing assistance for lower
income Americans in fiscal year 1977, to
extend the Federal riot reinsurance and
crime insurance programs, and for other
purposes, having met, after full and
free conference, have agreed to recom-
mend and do recommend to their respec-
tive Houses this report, signed by all
of the conferees.

The PRESIDING OFFICER. Without
objection, the Senate will proceed to the
consideration of the conference report.

(The conference report is printed in
the House proceedings of the REcorp of
today.)

The PRESIDING OFFICER. The ques-
tion is on agreeing to the conference re-
port.

The conference report was agreed to.

EARLY AND LATE SESSIONS DURING
REMAINDER OF WEEK

Mr. ROBERT C. BYRD. Mr. President,
there will be no more votes today. I
should say, however, that it is antici-
pated that the Senate will be in tomor-
row, Thursday, and Friday early and
late; that there will be rollcall votes daily
tomorrow, Thursday, and Friday on the
tax bill and on other matters which may
be cleared for action by that time.

ROUTINE MORNING BUSINESS

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that there now
be a period for the transaction of rou-
tine morning business, with no resolu-
tions coming over under the rule.

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

MESSAGES FROM THE HOUSE

At 2:25 p.m., a message from the House
of Representatives delivered by Mr.
Hackney, one of its clerks, announced
that the House has passed without
amendment the following bill and joint
resolution:

8. 385. An act to name a certaln Federal
bullding in Grand Raplds, Mich., the “Gerald
R. Ford Bullding”; and

S.J. Res. 44, A joint resolution to authorize
the printing and binding of an edition of
Senate Procedure and providing the same
shall be subject to copyright by the author.
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ENROLLED BILL SIGNED

The message also announced that the
Speaker has signed the enrolled bill (H.R.
4877) making supplemental appropria-
tions for the fiscal year ending Septem-
ber 30, 1977, and for other purposes.

The enrolled bill was subsequently
signed by the President pro termr Jore.

At 3:48 p.m., a message from the House
of Representatives delivered by Mr.
Berry, one of its clerks, announced that
the House has passed the following bills
and agreed to the following concurrent
resolution, in which it requests the con-
currence of the Senate:

H.R. 5638, An act to amend the Fishery
Conservation Zone Transltion Act in order
to give effect during 1977 to the Reciprocal
Fisheries Agreement between the United
States and Canada;

H.R. 5675. An act to authorize the Secre-
tary of the Treasury to invest public moneys,
and for other purposes;

H.R. 5070. An act to authorize appropria-
tions during the fiscal year 1978, for procure-
ment of aircraft, missiles, naval vessels,
tracked combat vehicles, torpedoes, and
other weapons, and research, development,
test, and evaluation for the Armed Forces,
and to prescribe the authorlzed personnel
strength for each active duty component and
of the Selected Reserve of each Reserve com-
ponent of the Armed Forces and of clvillan
personnel of the Department of Defense,
and to authorize the military tralning stu-
dent loads, and for other purposes;

H.R. 6370. An act to authorize appropria-
tions to the International Trade Commission
for fiscal year 1978, to provide for the Presi-
dentlal appointment to the Chairman and
Vice Chairman of the Commission, to provide
for greater efficlency in the administration
of the Commission, and for other purposes;
and

H, Con. Res. 162. A concurrent resolution
providing for the printing of 20,000 addi-
tional coples of the subcommittee print of
the Subcommittee on Consumer Affairs of
the Committee on Banking, Finance, and
Urban Affairs entitled “Glve Yourself Credit:
Gulde to Consumer Credit Laws.”

COMMUNICATIONS FROM EXECU-
TIVE DEPARTMENTS, ETC.

The PRESIDING OFFICER laid be-
fore the Senate the following communi-
cations which were referred as indicated:

EC-1213. A letter from the Assistant Sec-
retary of Defense transmitting, pursuant to
law, notice of the intent to obligate $72.7
million of funds avallable In the DoD Stock
Fund for war reserve inventory for the De-
fense Logistics Agency (with an accompany-
ing report); to the Committee on Appropri-
atlons.

EC-1214. A letter from the Comptroller
General of the United States transmitting,
pursuant to law, a report entitled “Imple-
mentation of Emergency Loan Guarantee
Act” (PSAD-77-101) (with an accompanying
report); to the Committee on Banking,
Housing and Urban Affairs.

EC-1215. A letter from the Secretary of
Commerce transmitting, pursuant to law, the
Annual Report of the Secretary of Commerce
for the fiscal year ended June 30, 1876, and
the transition quarter ended September 30,
1976 (with an accompanying repcrt); to the
Committee on Commerce, Science, and Trans-
portation.

EC-1218. A letter from the Chalrman of the
U.8S. Consumer Product Safety Commission
tranemitting, pursuant to law, a copy of the
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Commission’s letter to the Director of Office
of Management and Budget recarding H.R.
2482, a bill to regulate commerce by estab-
lishing national goals for the efTective, fair,
inexpensive, and expeditious resolution of
controversies involving consumers, and for
other purposes (with accompanying papers);
to the Committee on Commerce, Science, and
Transportation.

EC-1217. A letter from the Chalrman of
the Board of Trustees of the Public Deferder
Service for the District of Columbia trans-
mitting, pvrsuant to law, the annu2l report
of the Publlc Defender Service Board of
Trustees for fiscal year 1976 (with an accom-
panying report): to the Committee on Gov-
ernmental Affairs.

EC-1218. A letter from the Administrator
of the Federal Energy Administration trans-
mitting, pursuant to law, the monthly report
on gasoline service station market shares for
the month of December 1976 (with an accom-
panying renort); to the Commitiee on En-
ergv and Natural Res-urces.

EC-1219. A letter from the Comniroller
General of the United States transmitting,
prrsvant to law, a report on the confsion
and uncertalnty as to the need for and use
of Air Lannched and Tomahawk Cruise Mis-
sile Programs (PSAD-T7-36) (with an ac-
companing report); to the Committee on
Governmental Affairs.

EC-1220. A letter from the Comptroller
General of the United States transmitting,
pursuant to law, a renort entitled “New Ap-
proach Needed To Control Production of
Mafrr Crops If Surpluses Agaln Occur”
(CED-T7-57) (with an accompanying re-
port); to the Commiftee on Governmental
Affairs,

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. EENNEDY, from the Committee
on Human Resources:

With an amendment:

H.R. 4975. An act to amend the Public
Health Service Act to authorize appropri-
atlons for fiscal year 1978 for biomedical
research and related programs (title amend-
ment) (Rept. No. 95-102).

Mr. KENNEDY. Mr. President, I sub-
mit the committee report on H.R. 4975,
the extension of our major health care
programs for a period of 1 year. This is
an extremely important measure.

We have had a number of different
recommendations and suggestions from
various groups. All have pretty well
agreed that they would withhold their
recommendations until later in the year
when we will begin & very extensive ex-
amination of the whole series of exten-
sions of the Public Health Service Act.
This involves our planning legislation;
it involves the NIH legislation, the cancer
control, heart disease, and lung legis-
lation, the basic extensions of the Public
Health Service Act. We wanted to give
the new administration the opportunity
to examine these pieces of legislation and
coordinate to the extent necessary with
tl;]eir approaches on health care gener-
ally.

It seems to me to be a wise way to
proceed. It has the active support of
the administration and the other inter-
ested groups. I am hopeful we can con-
sider that extension legislation at an
early time in the Senate calendar.
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The PRESIDING OFFICER. The re-
port will be received and printed.

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

With amendments:

S. Res. 94. A resolution entitled "Inter-
national Cooperation To Curb Nuclear Pro-
Hferation (Rept. No. 95-103).

By Mr. STEVENSON, from the Committee
on Banking, Housing and Urban Affairs:

With an amendment:

8. 69. A bill to amend and extend the Ex-
port Administration Act (title amendment)
(Rept. No. 85-104).

SUPPLEMENTAL HOUSING AUTHOR-
IZATION ACT OF 1977—H.R. 3843—
CONFERENCE REPORT

Mr. PROXMIRE. Mr. President, I am
submitting at this time a conference re-
port on HR. 3843, the Supplemental
Housing Authorization Act of 1977.

Title I of this act would authorize
additional funds for housing assistance
for lower income Americans in fiscal year
1977; would extend section 8 assisted
housing contract terms from the present
20 years to 30 years with respect to pri-
vately developed, newly constructed
housing units; would extend Federal riot
reinsurance and crime insurance pro-
grams to September 30, 1978; and would
increase, to $1.341 billion, authorizations
to cover losses incurred by the FHA in-
surance fund. In addition, title I also
amends miscellaneous provisions relating
to mortgage insurance programs and in-
creases authorizations for HUD's very
successful urban homesteading demon-
stration program.

Title IT of the act would authorize the
creation of a National Commission on
Neighborhoods, comprised of 20 members
representing local government officials,
elected officers of recognized neighbor-
hood groups, other outstanding individ-
uals from fields such as finance, busi-
ness, education, civic affairs, and the
Congress. The establishment of a non-
governmental commission will provide
the Nation with a unique opportunity to
examine, in depth, the ways in which
public and private policies affect our Na-
tion’s neighborhoods. The commission
would be charged with the responsibility
for developing policy recommendations
that would result in a comprehensive and
coordinated strategy for revitalizing our
urban neighborhoods that are threat-
ened by urban decay.

The conference report does not contain
two provisions which were in the Senate
bill. The first provision would have
amended the Emergency Homeowners'
Relief Act to add a congressional finding
that—

Severe localized economic distress caused by
the legal cliims of the Mashpee Tribe in
Mashpee, Massachusetts, may require the fur-
nishing of assistance under this Act to avoid
mortgage foreclosures and distress sales re-
sulting from the temporary loss of employ-
ment and income.

The second provision would have pre-
vided that assistance under the act could
be made available if a mortgagor’s in-
voluntary unemployment or underem-
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ployment is the result of adverse local, as
well as national, economic conditions.

The conferees agreed that alternative
legislative means would be found to ad-
dress the problems arising out of the legal
claims of the Mashpee Indians during
consideration by the House and Senate
of fiseal year 1978 housing and commu-
nity development act authorizations.

Mr. President, the Senate conferees be-
lieve that this bill will greatly improve the
administration of various HUD programs,
increase the supply and availability of
federally assisted housing for needy fam-
ilies, and, in the creation of the National
Commission on Neighborhoods, lead to
more rational and realistic policies for
revitalizing neighborhoods.

EXECUTIVE REPORTS OF
COMMITTEES

The following executive reports of com-
mittees were submitted:

By Mr. FROXMIRE, from the Committee
on Banking, Housing, and Urban Affairs:

John Lovell Moore, Jr., of Georgia, to be
President of the Export-Import Bank of the
United States.

(The above nomination was reported with
the recommendation that it be confirmed,
subject to the nominee’s commitment to re-
spond to requests to appear and testify before
any duly constituted committee of the Sen-
ate.)

By Mr. MAGNUSON, from the Committee
cn Commerce, Science, and Transportation:

Frank Alan Well, of New York, to be an
Assistant Secretary of Commerce.

Charles Linn Haslam, of North Carolina, to
be General Counsel of the Department of
Commerce.

Elsa Allgood Porter, of Virginia, to be an
Assistant Secretary of Commerce.

Jordan J. Baruch, of New Hampshire, to
be an Assistant Secretary of Commerce.

Langhorne McCook Bond, of Illinois, to be
Administrator of the Federal Aviation Ad-
ministration.

Quentin Saint Clair Taylor, of Malne, to
be Deputy Administrator of the Federal Avia-
tion Administration.

Frank Press, of Massachusetts, to be Di-
rector of the Office of Science and Technology
Policy.

The following officers of the U.S. Coast
Guard for promotion to the grade of rear
admiral:

Thomas T. Wetmore III

Benedict L. Stablle

Raymond H. Wood

The following-named captain of the Cogst
Guard Reserve to be a permaneni commis-
sioned officer in the Coast Guard Reserve In
the grade of rear admiral:

Olin A, Lively

(The above nominations were reported with
the recommendation that they be confirmed,
subject to the nominees’ commitment to re-
spond to requests to appear and testify before
any duly constituted commiitee of the
Senate.)

By Mr. EASTLAND, from the Committee
on the Judiciary:

Andrew J. Chishom, of South Carolina, to
be U.S. marshal for the district of South
Carolina.

(The above nomination was reported with
the recommendation that it be confirmed,
subject to the nominee’s commitment to re-
guests to appear and testify before any duly
constituted committee of the Senate.)

By Mr. WILLIAMS, from the Committee
on Human Resources:

Wayne L. Horvitz, of the District of Co-
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lumbia, to be Federal Medlation and Con-
ciliation Director.

Graciela (Grace) Olivarez, of New Mexico,
to be Director of the Commnunity Services
Administration.

(The atove nominations were reported
with the recommendation that they be con-
firmed, subject to the nominees' commitment
to respond to requests to appear and testify
before any duly constituted committee of the
Senate.)

HOUSE BILLS REFERRED

The following bills were each read
twice by their titles and referred as in-
dicated:

H.R. 5638. An act to amend the Fishery
Conservation Zone Transition Act in order
to give effect during 1977 to the Reciprocal
Fisherles Agreement between the United
States and Canada; to the Committee on
Commerce, Sclence, and Transportation.

H.R. 5970. An act to authorize appropria-
tions during the fiscal year 1978, for pro-
curement of aircraft, missiles, naval vessels,
tracked combat vehicles, torpedoes, and
other weapons, and research, development,
test, and evaluation for the Armed Forces,
and to prescribe the authorized personnel
strength for each active duty component and
of the Selected Reserve of each Reserve com-
ponent of the Armed Forces and of civillan
personnel of the Department of Defense, and
to authorize the military training student
loads, and for other purposes; to the Com-
mittee on Armed Services.

H.ER. 6370. An act to authorize appropria-
tions to the International Trade Commis-
sion for fiscal year 1978, to provide for the
Presidential appointment of the chairman
and vice chairman of the Commission, to
provide for greater efficlency in the admin-

istration of the Commlssion, and for other
purposes; to the Committee on Finance,

H.R. 5675. An act to authorize the Secre-
tary of the Treasury to invest public moneys,
and for other purposes; jointly, by unani-
mous consent, to the Committee on Bank-
ing, Housing and Urban Affairs, and the
Committee on Finance.

e — T ——

HOUSE CONCURRENT RESOLUTION
REFERRED

The following concurrent resolution
was referred to the Committee on Rules
and Administration:

H. Con. Res. 162. A concurrent resolution
providing for the printing of twenty thou-
sand additional coples of the subcommittee
print of the Subcommiitee on Consumer Af-
falrs of the Committee on Banking, Finance,
and Urban Affairs entitled "Give Yourself
Credit: Guide to Consumer Credit Laws™.

e —— ———

JOINT REFERRAL OF A BILL

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent—and this has
been cleared with the Senafor from
Louisiana (Mr. Long), the Senator from
Wisconsin (Mr. PrRoxMIRE), and the mi-
nority leader—that when H.R. 5675 is re-
ceived from the House of Representa-
tives, it be jointly referred to the Com-
mittees on Banking, Housing, and Urban
Affairs, and Finance.

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

CONGRESSIONAL RECORD — SENATE

INTRODUCTION OF BILLS 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. McCLELLAN (for himself, Mr.
BARTLETT, Mr. RoseErT C. BYRD, Mr.
CANNON, Mr. DEConcINI, Mr. DoOLE,
Mr. DomeENICI, Mr. Eastoanp, Mr.
GArRN, Mr. GoLopwaTer, Mr, HaTCH,
Mr. Havaxawa, Mr. Heoms, Mr.
JOHNSTON, Mr. LaxaLT, Mr. McCLURE,
Mr. RotH, Mr. Scort, Mr. THURMOND,
and Mr. ZorRINSKY) :

S. 1382. A biil to establish rational criteria
for the imposition of the sentence of death,
and for other purposes; to the Committee on
the Judiciary.

By Mr. INOUYE (for himself and Mr.
MATSUNAGA) :

5. 1383. A bill to amend the Employee Re=
tirement Income Security Act of 1974 to
clarify the status of the Hawallan prepald
health care law under title I and title IV of
such Act; to the Committee on Human Re-
sources.

By Mr. JAVITS:

S. 1384. A bill to amend the Internal Reve-
nue Code of 1954 to allow a tax credit for
certain contributions of litsrary, musical, or
artistic compositions; to the Committee on
Finance.

By Mr. HELMS:

S, 1385. A hill to amend title XVIII of the
Soclal Security Act to authorize payment
under the supplementary medical insuranca
program for services furnished by physician
extenders; to the Committee on Finance.

By Mr. RANDOLPH (for himself and
Mr, RoserT C. BYRD) :

8. 1385. A blll to provide the Corps of En-
gineers with continuing authority to provide
technieal assistance to States and political
subdivisions thereof in the planning, design,
and preparation of specificatlons for snag-
ging and clearlng projects in mnavigable
streams and tributarles thereof; to the Com-
mittee on Environment and Public Works.

By Mr. RANDOLPH (for himself, Mr.
RoserT C. BYro, Mr. Forp, and Mr.
HUDDLESTON) :

8. 1387. A bill to authorize necessary flood
protection at locations in Kentucky and
West Virginia on an expedited basls; to the
Committee on Environment and Public
Works.

By Mr. METCALF:

B. 1383. A bill to reafirm the right of
State education agencles and school districts
to expend funds appropriated for school
construction and other purposes under the
Indlan Self-Determination and Education As-
slstance Act; to the Belect Committee on In-
dian Affairs.

By Mr. GRAVEL:

S. 1389. A bill for the relief of Louls Tke

Ogbogu; to the Committee on the Judiclary.
By Mr. PELL:

8. 1390. A bill to amend section B332(b)
of title 5, United States Code, In order to
authorize certain national guard employment
to be credited for civil service retirement pur-
poses; to the Committee on Governmental
Affairs.

By Mr. KENNEDY (for himself, Mr.
HatHAWAY, and Mr. ANDERSON) :

S. 1391. A bill to establish a transitional
system of hospital cost containment by pro-
viding for incentives and restraints to con-
tain the rate of increase In hospital reve-
nues, to establish a system of capital alloca-
tion designed to encourage communities to
avold the creation of unneeded and duplli-
cative hospital facilities and services, to pro-
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vide for the publication and disclosure of
information useful to the public in making
decislons about health care, to provide for
the development of permanent reforms in
hospital reimbursement designed to provide
incentives for the efficient and effective use of
hosplital resources, and for other purposes;
Jointly, by unanimous consent, to the Com-
mittee on Finance and the Committee on
Human Resources.

By Mr. RIBICOFF (for himself, Mr.

HatHAWAY, and Mr. KENNEDY):

8. 1392. A bill to strengthen and improve
the early and perlodic screening, diagnosis,
and treatment program and for other pur-
poses; to the Committee on Finance.

By Mr. BAYH:

5. 1393. A bill to authorize actions by the
Attorney General to redress deprivations of
constitutional and other federally protected
rights of institutionalized persons; to the
Committee on the Judiciary.

By Mr. NELSON:

S. 1384, A bill to amend the Arms Export
Control Act to require the President to pro-
vide certain information to the Congress
with respect to any proposed major arms
sales to a country which is not a member of
the North Atlantic Treaty Organization and
to provide the Congress with thirty days of
continuous session In which to disapprove
propozed arms sales; to the Committee on
Foreign Relatlons.,

5. 1395. A blll to amend the Arms Export
Control Act to provide the Congress with an
opportunity to disapprove proposed trans-
fers from the recipient country to another
country of defense articles or related train-
ing or other defense services supplied by the
United States; to the Committee on Foreign
Relations.

I T mEI s e

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. McCLELLAN (for himself,
Mr. BarTLETT, Mr. RoserT C.
Byrp, Mr. CanNoN, Mr. DECON-
ciNt, Mr. DoLE, Mr. DoMENICI,
Mr. EasTranp, Mr. GaArN, Mr.
GOLDWATER, Mr. Harca, Mr.
HAvaxawA, Mr. Herms, Mr.
JOHNSTON, Mr. LaxarTt, Mr, Mc-
CLurg, Mr. RorH, Mr. ScorT,
Mr. TaurMoND, and Mr. ZORIN-
SKY) :

S. 1382. A bill to establish rational
criteria for the imposition of the sen-
tence of death, and for other purposes;
to the Committee on the Judiciary.

(The remarks of Mr. McCLELLAN and
other Senators on the introduction of
the above bill are printed earlier in to-
day's RECORD.)

By Mr. INOUYE (for himself and
Mr. MATSUNAGA) :

S.1383. A bill to amend the Employee
Retirement Income Security Act of 1974
to clarify the status of the Hawaiian
prepaid health care law under title I
and title IV of such act; to the Committee
on Human Resources.

Mr. INOUYE. Mr. President, today I
am introducing along with my colleague,
Senator SPaRK MATSUNAGA, legislation to
specifically insure that the State of
Hawaii's Prepaid Health Care Act will
be exempted from the preemption provi-
sion of the Employee Retirement Income
Security Act of 1974—ERISA.

In June of 1974 the State of Hawaii
became the first State in our Nation to
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enact a comprehensive scheme of manda-
tory employee health insurance. This
statute required employers in the private
sector to provide a minimum health ben-
efit package to those regular employees
who worked at least 20 hours a week.
The minimum benefit packagze has heen
exp nded and today it includes various
medical and hospital benefits, such as
maternity and mental health care, as well
as treatment of illnesszes resultine from
alcoholism and substance abuse. By law,
the maximum contribution by the indi-
vidual employee may only be 1.5 percent
of his wages. The Hawaii statute is not
applicable when collective bargaining
agrerments provide for heslth benefits,
and its provisions terminate upon the en-
actment of a national health insurance
program.

It has recently come to my attention
that the U.S. Department of Labor has
taken the position that under the cur-
rent statutory language of ERISA, the
Hawaii Prepaid Health Care Act must
be preempted with respect to those em-
ployers who are engaged in commerce,
or in an industry or activity affecting
commerce, The primary purpose behind
the passage of ERISA was clearly not
the enactment of a national health in-
surance program and accordingly, ERISA
does not establish standards that are in
any way comparable to Hawaii’s statute.
The legislation which I am introducing
today would specifically modify ERISA
so as to provide that health insurance
laws such as Hawaii's would be treated
in the same manner as disability insur-
ance laws, worker's compensation laws,
and unemployment compensation laws,
and thereby be excluded from preemp-
tion.

It would be most tragic if what is per-
haps th= most progressive and compre-
hensive statewide health insurance pro-
gram in our Nation was placed in jeop-
ardy due to an inadvertent legislative
oversight in drafting ERISA.

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 Recorp, as
follows:

8. 1383

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That para-
graph (3) of section 4(b) of the Employee
Retirement Income Security Act of 1974 is
amended by striking out “or unemployment
compensntlon or dlsabuity insurance laws"
and inserting in lteu thereof the following:
', or unemployment compensation laws, or
disability or health insurance laws”.

By Mr. JAVITS:

S. 1384. A bill to amend the Internal
Revenue Code of 1954 to allow a tax
credit for certain contributions of lifer-
ary, musical, or artistic compositions; to
the Committee on Finance.

Mr. JAVITS. Mr. President, I am in-
troducing a bill to provide a tax credit
for artists who contribute their original
work to nonprofit organizations such as
museums, libraries, and universities.
While there is not a great deal of reve-
nue loss to the Government, this is an
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important amendment for the institu-
tions in our country which make it pos-
sible for the general public to enjoy the
pleasures of viewing great works of art.

The bill provides a tax credit eoual to
30 percent of the fair market value of
an artistic work contributed by the artist
to a tax-exemnt organization svch as a
museum, library, or university. The
amount of the credit may not exceed the
amount of any tax on the income of the
artist attributable to the sale of artistic
works. Additionally, the credit cannot
exceed the greater of: First. the srtist's
tax liability if it is not in excess of
$2,500; or, second, 50 percent of the
artist’s tax liability. A last Jimitation is
that no credit sh=11 be allowed for any
artistic work which exceeds $35,000 in
value. If the credit is in excess of the
limitations for any taxable year the ex-
cess may be carried over for the next
5 succeeding taxable years.

The bill also contains a vrohibition
against the credit being used for papers
or similar property prepared by or for
an individual during snch time as that
individual is holding public office.

The provisions of this bill are identical
to those of an amendment I offered to
the Tax Reform Act of 1976 which was
agreed to by the Senate but which was
not included in the final version of the
tax bill enacted into law. A similar bill,
H.R. 439, has been introduced in the
House by Congressman Ep KocH of New
York.

Mr. President, the basic reason for the
bill is that the universities, libraries, and
museums of the country are suffering
from an existing provision of law which
dates from 1969. Before 1969, the law
was general and broad. If an artist gave
his work to a museum, the value of that
work was a gift, just like any other gift.

In 1969, the tax code was amended so
that the artist was deprived of that op-
portunity. All a painter could deduct was
the cost of his canvas and paint. But
the collector was not deprived of that
opportunity. If he were a buyer of art
and the value appreciated—Ilet us say he
bought a painting for $500 and it became
worth $50,000—he could give that to a
museum and get a full $50,000 charitable
deduction, and he can do that today. So
the law discriminated as between the
man or woman who did the work and the
person who acquired such a work, even if
he acquired it from that very same
artist,

Another anomaly in the law was if
that artist died and his estate had to be
valued for tax purposes, his estate had
to pay an estate tax on the full value,
not on the value of the paint and the
canvas but on the full value,

There is not much revenue loss in-
volved. The estimate of the Treasury De-
partment on my bill is about $56 million
g year. It is an order of magnitude that,
obviously, they cannot calculate exactly.
But the consequences of this proposal of
the American people are very great. Let
me just describe what has happened.

The museums have suffered a drastic
dimunition of gifts from artists, particu-
larly those who have done contempo-
rary work within this very same period
from 1968 until today. I believe most of
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my ecolleagues have heard from museums
precisely for that reason.

Let me give an example of the New
York City Museum of Modern Act, one
of the great museums of the country.
During the 2-year period, 1968-69, the
New York City Museum of Modern Art
received 125 donations by artists of their
own works, In the 4-year period, 1972-
75, the museum received only 28 dona-
tions. In the critical and very valuable
field of painting and sculpture, the re-
duction was from 42 works of art re-
ceived in 1968 and 1969, to only one re-
ceived in 1972-75.

The artists feel very strongly about
this as evidenced from a very interesting
point, The National Endowment on the
Arts, which we established, and I am
very proud to have been one of its initi-
ators, wrote a letter to Senator Lone on
April 29, 1976, stating these very con-
siderations which I have described while
t‘:}ourinmenting on an earlier version of this

I ask unanimous consent that that
letter may be printed in the ReEcorbp.

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

APRIL 20, 1976.
Hon. RusseLL B. LoNg,
Chairman, Committee on Finance, U.S.
Senate, Washington, D.C.

DeAR MRr. CHAIRMAN: The National En-
downment for the Arts strongly recommends
favorable consideration of S. 1435, the bill
pending before your Committee which re-
lates to the tax consequences of charitable
contributions by creative artists and others
of literary, musical, and artistic composi-
tions, and similar property.

The bill under consideration would enable
an artist to deduct from his adjusted gross
income T6 percent of the falr market value
of his works which he contributes to non-
profit Institutions. Such legislation would
restore part of the deduction avallable to
creative artists prior to passage of the Tax
Reform Act of 1969. (Of course, the Endow-
ment would prefer to see the full deduction,
ie., 100 percent of the work's fair market
value, restored.) The restoration of this de-
duction, far from being a windfall to indi-
vidual arfists is, in our view, an essentlal
measure which must be taken in order to
rectify the inequities existing under present
law.

As you know, certain tax benefits attend
the transfer, sale, or contribution of a capi-
tal assets. Under the Tax Reform Act of 1969,
however, Section 1221 of the Internal Rev-
enue Code of 1954 was amended to exclude
from the definition of a capital assets (and
therefore from the tax advantages) a copy-
right, literary, musical or artistiec composi-
tion, a letter or memorandum, or similar
property when any of the above are in the
hands of the taxpayer whcse personal eflects
created the property. Thus, In accordance
with Section 170(e) of the Internal Revenue
Code, when a taxpayer-creator donates one
of his works to a non-profit institution, the
allowable deductlon is computed by reducing
the fair market value of the work by the
amount of the appreciation of such property.
As a result, the artist may deduct from his
adjusted gross income only the cost of the
materials utilized to create the work. How-
ever, in the hands of a collector or one who
procures a work of art from the creator the
work is characterized as a capital asset and
the collector who contributes the same work
to a non-profit institution enioys the bene-
fits of deducting a portion of the fair market
value of the work from his adjusted gross
income.
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The pending legislation, by affording the
creative artist the same benefits as the pur-
chaser/collector, would rectify the inequities
which exist under the present law. The pres-
ent distinction in the tax benefits avallable
to donors of creative works based upon the
donor's status as either a purchaser and
collector on the one hand, or, on the other,
& creatlve artist, Is, In our view, contrary
to the basic concept of equal treatment under
the law. In any case, once the work is re-
celved by the donee/non-profit institution
it i1s considered a capital asset regardless of
the status of the donor. Therefore, we be-
Heve that the law as presently written could
be viewed as having an unconstitutional
taint In that it creates two classes of donors
and applies to each separate and unequal
treatment without justification.

The arbitrary treatment of the creative
artist continues to affect the artist's estate
after his death. Ironically (and unfairly),
while he i1s entitled to deduct only the value
of the utilized materials in cases of charl-
table contributions of his works durine his
lifetime, all works which become part of an
artist's estate are taxed, for estate tax pur-
poses, at 100 percent of thelr fair market
value. As a result, under present law, an
artist is faced with the undesirable alterna-
tlve on the one hand, of selling, donating
{without the attendant tax benefits), or
otherwise transferring his works during his
lifetime, or, on the other, subjecting his
family to estate tax lability for the full fair
market value of the creatlve works which
become part of his estate.

Further, another adverse consequence of
present law is a reported substantial reduc-
tion in donatlons of creative works to non-
profit institutions, such as museums, univer-
sltles and libraries subseguent to passage of
the 1969 Act.

By conferring on creative artists equitable
tax treatment with respect to the donation
of thelr works during their lifetime, 8. 1435
would help to rectify the above described
problems in a manner consistent with the
nation's growing support and encouragement
of the Arts, as manifested In the National
Foundation on the Arts and the Humanities
Act of 1965, as amended. Any adverse effect
on the Federal Treasury caused by restora-
tlon of the deduction previously available
to creative artists for the donation of their
works would, in our view, be more than com-
pensated for by the salutary benefits to this
nation's artistic community, its cuitural in-
stitutions, and the massive public audience,
they serve.

For the sbove stated reasons, the National
Endowment for the Arts strongly recom-
mends favorable consideration of the bill
now being studied. Such legislation is neces-
sary In order to restore equality of treat-
ment for our nation's artists and authors
under our tax laws, and should provide the
incentive for the contribution of more of
their valuable works of art and literature to
our Ilbraries, universities, and museums,
thereby enriching to a significant extent the
cultural life of the nation.

The Office of Management and Budget has
informed us that there {s no objection to
the submission of this report, although the
Administration has not yet established a
position as to the merits of this proposed
legislation.

Sincerely,
NaNcYy HaNEs,
Chairman.
JAMIE WYETH.

Mr. JAVITS. That letter protested very
seriously both the diminution of the work
moving to artists and the discrimination
against artists as compared to collectors
or other people who buy art. That letter
was signed not only by Nancy Hanks, the
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chairman, but by a prominent member
of the National Council of the Arts,
Jamie Wyeth, one of our leading artists
have been here to talk to Members of the
Senate respecting the deep feeling which
exists concerning this matter.

One of the points which has been made
to me relates to the valuation which may
be put on a work of art which is, under
this amendment if it becomes law, gifted
to a museum. Of course, before 1969 we
had very serious trouble with the ques-
tion of valuation. That was one of the
reasons for the 1969 law which tightened
up on philanthropic and charitable mat-
ters all along the line except, in this case,
it really was retrogressive.

But valuation was a problem. More-
over, very material progress has been
made in the matfer of valuation, and an
Art Advisory Panel of a very high order
has been developed to advise the IRS
Commissioner. I have a list of the mem-
bers, and it is certainly one of the pre-
mier lists in this country. The panel
meets 3 times a year, and does the eval-
uation under the general supervision and
jurisdiction: of a representative of the
Treasury Department.

I have before me a charter for the Art
Advisory Panel of the Commissioner of
Internal Revenue, which lists the work
which they do, and which is dated March
3, 1975. Included in the list of those on
the art advisory panel, for example, is
Adelyn Breeskin, the curator of the Na-
tional Collection of Fine Arts, and 2
whole list, from Kansas City, New York,
Cleveland, Washington, Boston, Los An-
geles, Toledo, Ohio, of curators and di-
rectors of the leading museums of art in
the United States.

I have been assured by the Treasury
Department itself that they are perfect-
ly satisfied that the question of valua-
tion is now very tightly handled, and
that we need have no worry on that
score. To me, this is a very major point.

One other very interesting point which
should especially interest us as Members
of Congress is that not only the museums
around the country have suffered from
the dearth—and as I say, I think prob-
ably most Members have heard from mu-
seums on this subject—but the Library
of Congress has suffered from it, because
the Library itself collects literary, ar-
tistic, and musical donations in the way
of original manuscripts and scores.

I ask unanimous consent that the
charter and the membership list for the
Art Advisory Panel of the Commissioner
of Internal Revenue to which I referred
be printed in the Recorp at this point.

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

THE ART ADVISORY PANEL OF THE CoMMIS-
SIONER OF INTERNAL REVENUE

This Charter Is prepared and filed In ac-
cordance with the provisions of the Federal
Advisory Committee Act, Public Law 92-463,
enacted October 6, 1972.

A. Official Title. The Committee’s official
designation is: The Art Advisory Panel of
the Commissioner of Internal Revenue.

B. Objectives and Scope. The Committee’s
objectives and scope of its activity are: to
assist the Internal Revenue Service by re-
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viewing and evaluating the acceptability of
property appraisals submitted by taxpayers
in support of the fair market value claimed
on works of art involved in Federal Income,
Estate, or Gift taxes in accordance with
sections 170, 2031, and 2512 of the Internal
Revenue Code of 1954. This activity is based
on the authority to administer the Internal
Revenue law conferred upon the Secretary
of the Treasury by section 7801 of the Code
and delegated to the Commissioner of In-
ternal Revenue.

C. Time Perfod. The period of time neces-
sary for the Committee to carry out its pur-
pose is indeterminate as the need recurs
regularly during the audit of Federal In-
come, Estate and Gift tax returns. Two-day
Panel meetings have been held three times
a year since 1968.

D. Reporting. The agency or official to
whom the Committee reports is the Com-
missioner of Internal Revenue.

E. Support Service. The agency responsible
for providing the necessary support for the
Committee is the Internal Revenue Service.

F. Duties. A description of the duties, all
of which are solely advisory, for which the
Committee is responsible follows:

1. Prior to a meeting of the Panel, each
panelist independently examines copies of
photography of the works of art and reviews
the text of appraisal reports secured and
submitted by the taxpayer in support of his
claimed valuation. The panelists are not told
the identity of the taxpayer, or of his ap-
pralser, or the tax consequences of adjusting
the valuation up or down.

2. At the Panel meeting each member is
invited to express his opinion as to the ac-
ceptability of the claimed valuation. In the
event a panelist disagrees with the taxpay-
er's valuation, the panelist may state his
estimate of value and his reasoning.

This reasoning may Include such mat-
ters as, challenging the authenticity of the
claimed artistic attribution, citing sales
prices of comparable works or art, intro-
ducing other expert opinions, and reassessing
the work's condition, historic importance, or
aesthetic qualities. Sometimes experts are
identified for needed further studies or for
possible use as government witnesses in
event of litigation. In some circumstances, a
panelist might serve as such a witness. Dis-
cussion on each appraised item continues un-
til a consensus of value is reached. The con-
sensus of value is announced as the official
advisory conclusion by the chairman of the
Panel who moderates the discussions. This
full time IRS employee, who specializes in
the appraisal of personal property, then so
informs the IRS director of the district from
which the case was referred.

G. Annual Operating Costs. The estimated
annual operating cost in dollars and man-
years is as follows: Since panelists are not
paid for their time or services, the major op~
erating costs consist of reimbursing the
panelists for their travel and lodging ex-
penses for three two-day meetings in Wash-
ington, D.C. each year. This amounts to ap-
proximately $6,000. One man-year of regular
employee stafing is required to administer
the Panel and to handle the preparation and
follow though on the approximately 750 art
appraisals reviewed annually by the Panel.

H. Number and Frequency of Meetings.
The estimated number and frequency of
committee meetings are: three two-day
meetings each year.

I. Termination Date. The services of the
Committee are expected to be needed for
two years. Unless formally continued, the
termination date will be two years from the
filing date.

J. Filing Date. The date of filing of this
Charter is March 3, 1975.
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ART ADVISORY PANEL OF THE COMMISSIONER
OF THE INTERNAL REVENUE
PRESENT MEMBERS—1976

Mrs. Adelyn D. Breeskin, Curator, Twen=-
tieth Century Paintings and Sculpture, Na-
tional Collection of Fine Arts, Smithsonlan
Institution, Washington, D.C.

Mr. Ralph T. Coe, Assistant Director and
Curator or Paintings and Sculpture, William
Rockhill Nelson Gallery of Art, Kansas City,
Missouri.

Mr. Everett Fahy, Director, Frick Collec-
tion, New York, New York.

Mr. Stephen Hahn, Owner, Director, Ste-
phen Habn Gallery, New York, New York.

Mr. Edward B. Henning, Curator of Con-
temporary Art, Cleveland Museum of Art,
Cleveland, Ohlo.

Mr. Sidney Janis, Owner, Sidney Janis Gal-
lery, New York, N.Y.

Mr. James Maroney, Jr., Assoclate, Hirschl
& Adler Gallerles, New York, New York.

Mr. Thomas Kesser, Director, Guggenheim
Museum, New York, New York,

Dr. John Seymour Thacher, Director
(Ret.), The Dumbarton Oaks Research
Library and Collectlon, Washington, D.C.

Mr. Maurice Tuchman, Senior Curator,
Los Angeles County Museum of Art, Los
Angeles, California.

Mr. Robert C. Vose, Jr., President, Vose
Galleries, Boston, Massachusetts.

Mr Otto Wittman, Director, Toledo Mu-
seum of Art, Toledo, Ohlo.

Mr. JAVITS. The Manuscript Division
of the Library of Congress reports the
following:

Prior to the enactment of the Tax Reform
Act of 1969, the Manuscript Division recelved
an average of 15 to 20 new manuscript gifts
each year from authors and musleal com-
posers. The following table illustrates the
gifts to the Library of Congress in this fleld:

Calendar year 1968
Calendar year 1989
Calendar year 1975
Calendar year 19768 to date

This is similar to the comparison I
made for the Museum of Modern Art in
the city of New York.

I ask unanimous consent that the re-
port be printed in the Recorb.

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

Donations by artists of their own works of
art to the Museum of Modern Art

Year, number of artists, and number of
works of art:

PAINTING AND SCULPTURE

10
1

Mr. JAVITS. This clearlv illustrates
that the very. verv drastic fall off in do-
nations is attributed to this particular
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change in law made in 1969. Also, the
Music Division of the Library of Congress
reports as follows:

It is estimated that some 35 well-known
composers have ceased making gifts to the
Library of Congress, including Samuel Bar-
bour, Aaron Copland, and Walter Piston.

Likewise, the Prints and Photographs
Division of the Library of Congress re-
ports that a number of leading artists
have ceased donating their original
works to the Library of Congress since
1969. Mr. President, this is simply a way
of demonstrating the results since 1968.
The facts speak for themselves.

Who will be benefited and who will be
hurt if we pass this particular measure?
As I said, the order of magnitude is very
small: $5 million a year. The National
Endowment for the Arts, for example,
will give grants to museums for acquisi-
tion. That is Federal taxpayers’ money.
And yet, when it comes to facilitating
the giving by the artist of his own work,
we seem to be holding back. Would we
rather pay for it with taxpayers’' money?
That is what it comes down to, especially
with the very tightened up procedure
regarding valuation which I have
described.

The other people who pay for it are
students. Students are very much inter-
ested, and the letter from the National
Endowment on the Arts makes that very
clear.

Students are interested in the sketches
and other preliminary works which go
into the development of a major work of
art. This is the very thing that the
artists will not give on the present basis,
but would be very much interested in
giving on the basis of some ability to at
least get the value of the gifts applied
on their art-related income.

I believe that this bill would be of
great value to the cultural institutions
of our country and to the general public.
I am hopeful that it will be enacted into
law this year. This is an effort which
has gone on for some time and I believe
now is the time to address this problem
in an equitable manner.

I ask unanimous consent that the text
of the bill be printed in the Recorp at
this point.

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

S. 1384

Be it enacted by the Senate and House
of Renresentatives of the United States of
America in Congress assembled, That (a)
subpart A of part IV of subchapter A of
chapter 1 of the Internal Revenue Code of
1954 (relating to credits allowable) is
amended by inserting before section 45 the
following new sectlon:

“Sgc., 44B. CErTAIN CONTRIBUTIONS OF LIT-
ERARY, MUSICAL, OR ARTISTIC
COMPOSITIONS

“(a) GENERAL RuLE.—In the case of an in-
dividual, there shall be allowed as a credit
against the tax Imposed by this chapter for
the taxable yvear an amount equal to 30 per-
cent of the fair market value of a literary,
musical, or artistle comnosition created by
the personal efforts of that individual and
contributed bv that Individual to an orga-
nization described in section 501(¢) (3) which
is exemot from tax under section 501(a).

"(b) LIMITATIONS.—
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(1) INCOME FROM LITERARY, MUSICAL, OR
ARTISTIC COMPOSITION.—The amount of the
credit allowed by subsection (a) for the tax-
able year may not exceed the amount of tax
under this chapter attributable to the gross
income of the Individual for the taxable
year attributable to the sale of literary, musi-
cal, or artistic compositions in that taxable
year and in previous taxable years.

(2) AmouNT OF crREDIT.—The amount of
the credit allowed under subsection (a) to
the taxpayer for the taxable year, after the
application of paragraph (1), shall not ex-
ceed the greater of—

“(A) so much of the taxpayer's llability
for tax under this chapter for the taxable
year as does not exceed $2,500, or

“(B) 50 percent of the taxpayer's liability
for tax under this chapter for the taxable
year.

“(3) CREDIT DENIED FOR CERTAIN LETTERS,
MEMORANDUMS, OR SIMILAR PROPERTY.—The
credit allowed by subsection (a) shall not be
allowed for the contribution of a letter,
memorandum, or similar property which was
written, prepared, or produced by or for the
individual while he held an office under the
Government of the United States or of any
SBtate or political subdivision thereof if the
writing, preparation, or production of such
property was related to, or arose out of, the
performance of the duties of such office.

“(4) LIMITATION OF CONTRIBUTIONS—NoO
credit shall be allowed under subsection (a)
for any literary, artistic, or musical composl-
tion to the extent that the total of such com-
positions contributed by such individual for
the taxable year to organizations described in
subsection 501(c) (3) exceeds $35,000.

“(e) CERTIFICATION REQUIRED.—NoO credit is
allowable under subsection (a) for the con-
tribution of a literary, musical, or artistic
composition by the taxpayer unless the tax-
payer received from the donee a written
statement that the donated property repre-
sents material of artistic, musical, or literary
slgnificance and that the use of such prop-
erty by the donee will be related to the pur-
pose or function constituting the basis for
its exemption under section 501 (or, in the
case of a governmental unit, to any purpose
or function described In section 170(c) (2)
(B)).

“(d) Carrvover oF Excess CrepiT.—If the
amount of the credit determined under sub-
section (a) for any taxable year exceeds the
limitations provided by subsections (b)(2)
and (b)(4) for the taxable year, the excess
shall be added to the amount allowable as a
credit under subsection (a) for the next five
succeeding taxable years to the extent it may
be vsed in those vears.”.

(b) Sectlon 170(e) of such Code (relating
to certain contributions of ordinary income
and capital gain property) is amended by
inserting at the end thereof the following:

“(4) DENIAL OF DEDUCTION FOR CERTAIN
CONTRIBUTIONS OF LITERARY, MUSICAL, OR
ARTISTIC coMPOSITIONS.—No deduction shall
be allowed under this section for any con-
tribution for which a credit is claimed under
section 44B.",

{¢) (1) The table of sections for such sub-
part A is amended by inserting Immediately
before the item relating to sectlon 45 the
following:

“Sec. 44B, Certain contributions of literary,
musical, or artistle composi-
tlons.”.

(2) Section 42(b) of such Code (relating
to the taxable income credit) is amended by
striking out “and” at the end of paragraph
(4), by inserting “and" at the end of para-
graph (5), and by Inserting after paragraph
(5) the following new paragraph:

“(B8) section 44B (relating to credit for
certaln contributions of literary, musical, or
artistic comoo=itions),”.

(3) Section F6(c) of such Code (defining
regular tax deduction) is amended by strik-
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ing out “and” at the end of paragraph (7),
by striking out the period at the end of
paragraph (8) and inserting In lieu thereof
“, and"”, and by adding at the end thereof
the following new paragraph:

“(9) section 44B (relating to credit for
certain contributions of literary, musical, or
artistic compositions)."”.

Sec. 2. The amendments made by the first
section of this Act shall apply to taxable
years beginning after December 31, 18976,

By Mr. HELMS:

S. 1385. A bill o amend title XVIII of
the Social Security Act to authorize pay-
ment under the supplementary medical
insurance program for services furnished
by physician extenders; to the Commit-
tee on Finance.

Mr. HELMS. Mr, President, I am today
introducing legislation which would
amend the medicare law to authorize
payment under part B for services fur-
nished by physician extenders. The rural
health clinics of America face possible
extinction unless Congress acts quickly
to correct a basic inequity in the medi-
care program.

As the law is presently written, medi-
care funds cannot be used to reimburse
rural physicians extenders who are pro-
viding the same services as urban physi-
cian extenders. This inequity exists be-
cause reimbursements under the medi-
care program are permitted only when a
licensed physician is actually on the
premises at the time of treatment.

For wurban clinics, where resident
physicians are plentiful, this restriction
does not pose a problem. But it is wholly
unrealistic to apply it to rural health
clinics. Physicians, as we know, are in
short supply in the rural areas of
America; the country doctor is a disap-
pearing institution. In most rural clinies,
therefore, there is no resident physician.
Indeed, these clinics usually provide only
basic or primary health care through
physician extenders—nurse practition-
ers, nurse clinicians, nurse midwives,
physician assistants, and Medex—medi-
cal extenders who are former military
corpsmen—who have been specially
trained in diagnosis and treatment for
primary and emergency medical care. To
require the presence of a physician for
reimbursement purposes when there is
no physician available to supervise the
physician extender is like asking the
physician to be in two places at once.

Furthermore, this restriction imposes
an intolerable financial burden on rural
health clinics, and clearly discriminates
against the people they serve. My own
State of North Carolina is a case in point.
At present, there are 30 such eclinics
throughout the State, most of which are
funded through State grants. Because of
the medicare restriction regarding reim-
bursement for services of physician ex-
tenders, however, all of these clinics may
soon be forced to close their doors—and
the local citizens may be compelled to
seek medical assistance in the urban
areas.

Here is why: All of these clinics have
a contractual relationship with a physi-
cian, who may live many miles away
from the eclinic and cannot visit the
clinic en a daily basis. In his absence, a
physician extender, working under the
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physician’s written instructions, at-
tempts to care for most of the patients
who come to the elinic for medical treat-
ment. Those who require the attention
of a physician or specialist must either
travel to another area or wait until the
physician makes his next visit to the
clinic. To avoid the burden of paperwork
under medicare, most of the physicians
working with the clinics receive a salary
from the clinics and reassign their medi-
care payments to the clinics. But the
clinics are unable to receive these pay-
ments because of the medicare restric-
tion concerning the physician extenders.

In other words, Mr. President, the
rural health clinics are currently pro-
viding primary health care to medicare
patients but are not being reimbursed
by medicare funds. This inequitable sys-
tem of financing undermines the whole
rural health care program. These clinics
have been set up under 3-year grants,
with a view toward economic self-suffi-
ciency at the end of the 3-year period.
This goal cannot be realized if the clinics
continue to accumulate deficits as a re-
sult of nonpayment for medicare serv-
ices, When the grant runs out, there will
no longer be funds to cover the deficits.

And this is precisely the problem we
now face. The first State-supported rural
health clinic in North Carolina, the East
Bend Clinic in Yadkin County, was estab-
lished in the summer of 1974. In July of
this year it will run out of funds. Some
of the federally funded clinics, such as
those in the small communities of Hot
Springs, Walnut, and Laurel, will run
out of funds this month. Within the near
future, every rural health clinic in North
Carolina may have to close down. The
prospect of keeping these clinics open is
just as bleak in other States, of course,
as it is in North Carolina.

Mr. President, if the medicare law is
not changed, the millions of dollars that
have been expended to establish these
clinics may go down the drain—to say
nothing of the vast sums spent for Gov-
ernment-sponsored physician extender
training programs. A greater waste of
Eedtaxpayers' money cannot be imag-

ed.

The people of North Carolina are proud
of their rural health clinics. Through
private donations and local fundraising
activities, the rural communities, as well
as the legislature, of my State have
worked hard to assist these clinics in get-
ting established. In fact, North Carolina
has taken an active lead in the Nation in
establishing State-supported clinies and
training programs for physician extend-
ers. These clinies cannot make it on their
own when their hands are tied. The
medicare restriction which impedes their
progress was written into the law before
the extender clinics came into existence.
It is time to bring our medicare program
up to date.

The bill that I am introducing is simi-
lar in its scope and objectives to various
proposals already pending in the Senate;
but it is designed to avoid the problems
which, in my judgment, may arise under
these different approaches. The informa-
tion that I have received from the Of-
fice of Rural Health Services in North
Carolina and the Appalachian Regional
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Commission, and the discussions that I
have had with several physicians in my
home State—particularly Dr. Edgar T.
Beddingfield, Jr., of Wilson, N.C.,, who
has personal experience with the phy-
sician assistant utilization program, lead
me to the conclusion that the extender
reimbursement concept can successfully
enhance the guality and accessibility of
health eare in rural America only if the
assistant has received sufficient formal
training from appropriately credited
training programs, meets all State re-
quirements for provision of services, and
remains subject to, and answerable to,
the supervision of a physician. The other
proposals that are under consideration
do not, in my view, adhere strictly to
these standards.
METHOD OF REIMBURSEMENT

In the first place, we must recognize
the essential nature of the physician ex-
tender. He is not an autonomous provider
of health care services, but an extension
of the physician. He is and should remain
under the supervision and control of a
physician. This is not to say that the
physician must be physically present, or
even that the service must be performed
in his office, but rather that he be in di-
rect communication with the extender for
consultation and medical advice. Only by
maintaining this close relationship can
we be assured that the physician will be
primarily responsible for the care ren-
dered to his patients by the extender;
only then can we be assured that a high
standard of health care is maintained in
the clinics.

An important, if not key, aspect of this
relationship between the physician and
the physician extender concerns the
method of reimbursement. Services pro-
vided by the physician extender are billed
in the physician’s name, and properly so.
This method strengthens the relationship
by eliminating all questions of account-
ability. It not only recognizes the ultimate
responsibility of the physician to the
patient, but also avoids troublesome mal-
practice problems which might arise if
the extender possessed the attributes of
an independent practitioner. Moreover,
this method allows approved extender
services, whether performed in a clinic or
private office, to be covered.

In light of these considerations, I ques-
tion certain provisions of pending legis-
lation which add a new payment author-
ization for “rural health clinie services."”
5. 708, for example, indicates that medi-
care should pay a specially recognized fa-
cility—the rural health clinic—for phy-
sician services performed by 2 nonphysi-
cian. Such a method of reimbursement, in
my judgment, would tend to discourage
close supervision of the extender by the
physician. It would establish a mecha-
nism whereby the extender, instead of be-
ing directly answerable to, or employed
by, the physician, would in effect become
an employee of the clinic. This could lead
to a situation whereby the employer is a
nonphysician, and the services provided
are subject to the policies of nonphysi-
cians. The legislation that I am proposing
avoids the problem by fellowing the cur-
rent practice of limiting reimbursement
to the physician.
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STATE CONTROL OF PHYSICIAN EXTENDERS

In the second place, the several States
should have exclusive power to determine
the physician extender's qualifications
and scope of practice. Physician ex-
tenders should, of course, complete
a training program or have experience
meeting training program standards of
recognized accrediting agencies; but the
standards required by the States are suf-
ficient.

Some of the proposals introduced by
Congress, unfortunately, call for Federal
intervention through the Secretary of
Health, Education, and Welfare in con-
nection with the physician extender’s
training, education, and experience re-
quirements.

Mr. President, the Federal Govern-
ment should not be in the business of
setting standards for physician extend-
ers and their services. Once we have
abandoned the principle that this power
rests with the States, we have established
a dangerous precedent. In fact, such a
usurpation of State power would serve
as an open invitation to Federal licens-
ing of not only physician extenders but
also physicians. It would, indeed, serve
as a ladder to nationalized medicine. I,
for one, believe that the American people
do not want their system of medicine
built on the British model, and I think
we should be wary of legislative schemes
which may provide the bricks and
mortar.

My bill precludes these possibilities
by stipulating that reimbursable physi-
cian extender services shall be those au-
thorized under State law. The several
States already have the exclusive power
of deciding who shall be permitted to
practice medicine within their jurisdic-
tions, and it necessarily follows that they
are equally capable of making those
same decisions with respect to a physi-
cian's assistant.

Mr. President, my legislation addresses
a very real need in a manner acceptable
to the greatest number of those involved
in meeting that need. It is legislation
which can go a long way toward equaliz-
ing the relative opportunities for quality
health care among our elderly—whether
they live in an urban or rural environ-
ment. Let me also point out that studies
have shown that health care provided
by physician extenders can actually cut
the costs of medicare by reducing the
number of hospital days per patient. Re-
duced hospitalization, of course, results
in cost savings to medicare.

As a member of Senate Committee on
Agriculture, Nutrition, and Forestry,
which has been examining the physician
extender problem, I am interested in
seeking ways to expand utilization of the
special service which physicians’ assist-
ants may provide in medical care short-
age areas. It is my hope that the Senate
Finance Committee, which has appro-
priate jurisdiction, will be able to use
my proposal as the basis for quick action.

Mr. President, for the benefit of my
colleagues, I ask unanimous consent that
the text of my physician extender re-
imbursement measure be printed in the
Recorp at the conclusion of my remarks.

There being no objection, the bill was
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ordered to be printed in the REcorp, as
follows:
5. 1385

Be it enacted by the Senate and House
of Revresentatives of the United States of
America in Congress assembled, That (a)
section 1B61(s) (1) of the Social Security
Act is amended by inserting immediately
before the semicolon at the end thereof
the following: “(including physiclan ex-
tender services to the extent recognized un-
der State law or State regulatory mecha-
nisms, rendered under the supervision and
direction of, and billed by, a physician,
whether or not such services are performed
in the physician's office or at a place where
the physician is physically present)': and

(b) BSection 1861 of the Social Security
Act is amended by adding to the end thereof
the following new subsection:

“PHYSICIAN EXTENDER

“(aa) The term ‘physiclan extender’
means, a physician’s assistant, medex, nurse
clinician or nurse practitioner who performs
(under the supervision and direction of a
doctor of medicine or osteopathy who has
an unrestricted license) such services as he
is legally authorized to perform in the State
in which he performs such services."

SEc. 2. The amendments made by the first
section of this Act shall apply with respect
to services furnished on or after the first
day of the month followlng the month in
which this Act is enacted.

By Mr. RANDOLPH (for himself
and Mr. RoBerT C. BYRD) :

S. 1386. A bill to provide the Corps of
Engineers with continuing authority to
provide technical assistance to States
and political subdivisions thereof in the
planning, design, and preparation of
specifications for snagging and clearing
projects in navigable streams and tribu-
taries thereof; to the Committee on En-
vironment and Public Works.

Mr. RANDOLPH. Mr. President, on
behalf of myself and Senator RoBerT C.
Byrp, I am today introducing legislation
to authorize the Army Corps of Engi-
neers to plan, design, and engineer proj-
ects for clearing, debris removal, and
straightening of channels in small
streams to relieve localized flooding.

Under this measure, the Corps of En-
gineers would provide technical assist-
ance if requested by the Governor or
appropriate local authorities in develop-
ing a plan for the removal of materials in
small streams which increase the suscep-
tibility of flooding. The corps would not
construct the work but merely provide
assistance to a local government so
that it could ultimately construct the
project.

The bill authorizes funds to the corps
for the engineering but it remains silent
as to the local governments funding
mechanism of the construction project.
The local or State government could use
Federal revenue-sharing funds, public
works funds, or any available source of
local funds for completing the work de-
signed and recommended by the engi-
neers.

The authorization provided will do
much to alleviate damage to communities
from small stream flooding. It is often
not economically feasible for the Corps
of Engineers to construct a flood protec-
tion facility In small communities or
rural areas but this does not mean
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the protection is not necessary. The leg=-
islation will provide a mechanism. to
address local needs and provide assist-
ance for developing appropriate local
responses.

I ask unanimous consent that the text
of the bill be printed in the REcorp.

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

S. 1386

Be it enacted by the Senate and House Of
Representatives of the United States of
America in Congress assembled, That Sectlon
208 of the Flood Control Act of 1954 (68 Stat.
1256, 1266), as amended, is hereby further
amended by adding subsectlon “b" a8
follows:

“(b) Upon request of the Governor of a
State, or appropriate officlal of local govern-
ment, the Secretary of the Army, sacting
through the Chlef of Engineers, is further
suthorized to provide designs, plans and
specifications, and such other technical as-
sistance as he deems advisable, at Federal
expense, to such State or political subdivision
for its use in carrylng out projects, for re-
moving accumulated snags and other debris,
and clearing and stralghtening channels in
navigable streams and tributarles thereof.”

By Mr. RANDOLPH (for himself,
Mr. RoeerT C. Byrp, Mr. Forbp,
and Mr. HUDDLESTON) :

S. 1387. A bill to authorize necessary
flood protection at locations in Ken-
tucky and West Virginia on an expedited
basis; to the Committee on Environment
and Public Works.

Mr. RANDOLPH. Mr. President, on be-
half of myself and Senator RoserT C.
Byrp, I am today introducing legislation
to authorize the Army Corps of Engi-
neers to repair, replace, and rehabllitate
flood protection structures damaged by
recent flooding in southern West Vir-
ginia and eastern Kentucky. The flooding
on the Tug Fork of the Big Sandy River
in Mingo County, W. Va., was the most
serious ever experienced in that area.

The flood waters virtually destroyed
the towns of Willlamson and Matewan
and seriously damaged many smaller
communities. Damage resulting from
the April 1977, flood has been estimated
to be in excess of $100 million. Cleanup
operations and the recovery efforts are
now underway. It will take time but the
homes and businesses destroyed by this
flood will be repaired or replaced.

It is essential that floodwalls, levees,
and other facilities be provided on the
Tug Fork which will prevent damage of
the magnitude experienced in this flood.
The Tug Fork crested 20 feet above nor-
mal. The existing structures provided
little protection for the residents.

The legislation will authorize repair of
existing facilities and completion of ad-
ditional floodwalls and levees to protect
the area from the ravages of this most
severe flood if it should ever occur again.

I ask unanimous consent that the text
of the bill be printed in the Recorp.

S. 1387

Be it enacted by the Senate and House of
Representatives of the United States of Amer-
ica in Congress assembled, That the Secre=-
tary of the Army, acting through the Chief of
Engineers, is authorized and directed to de-
sign and construct, at Federal expense, flood-
walls, levees and other appurtenant facilities,
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and to provide modifications to existing flood
protection structures as appropriate, at or in
the viclnity of Pikeville, Kentucky on the
Levisa Fork of the Blg Sandy River; Pine-
ville, Eentucky on the Cumberland River;
and Willlamson and Matewan, West Virginla
on the Tug Fork of the Big Sandy River, that
the Chief of Engineers determines are neces-
sary to afford these communities and their
immediate environs a level of protection
against flooding at least sufficlent to pre-
vent any future losses to these communities
from the likellhood of flooding such as oc-
curred In April 1977; Provided, non-Federal
interests shall heold and save the United
States free from damages due to the con-
struction works, and maintain and operate
all the works after their completion in ac-
cordance with regulations prescribed by the
Secretary of the Army.

Mr, HUDDLESTON. Mr. President, I
congratulate the Senator from West Vir-
ginia for developing this highly needed
legislation to provide some additional
flood protection to those people of Ken-
tucky and West Virginia who have just
suffered another series of devastating
floods.

This legislation would authorize the
Corps of Engineers to design and con-
struct, at Federal expense, floodwalls,
levees, and other appurtenant facilities in
those areas hit hardest by the recent
flooding.

I would hasten to add that this author-
ization does not include any new flood
control dams; it merely applies to flood
control structures such as levees, flood~
walls, and modification of existing facili-
ties.

Mr. President, I personally jolned sev-
eral of my colleagues from Kentucky in
touring the flood areas of my State im-
mediately after the floods hit. The dev-
astation was tremendous. The persons
whose homes were ruined will spend years
and thousands of dollars trying to put
their lives back together.

It seems so much more logical and
humane to try to prevent these floods in
the first place. And if it can be done
through the use of floodwalls and levees
and modification of existing structures
then we should move with haste to do so.

By Mr. PELL:

S. 1390. A bill to amend section 8332
(b) of title 5, United States Code, in order
to authorize certain National Guard em-
ployment to be credited for civil service
retirement purposes; to the Committee
on Governmental Affairs.

Mr. PELL, Mr, President, I send to the
desk a bill to amend section 8332(b) of
title 5, United States Code, in order to
authorize certain National Guard em-
ployment to be credited for civil service
retirement purposes.

This bill is designed to provide service
credit for the period of time certain Na-
tional Guard technicians performed
services under the Federal-State contract
agreements. There are a number-of Na-
tional Guard technicians who were origi-
nally employed as security guards under
5 U.S.C. 709, and were administratively
separated from technician status with
the Federal Government and placed as
State employees under the Federal-State
contract agreement, pursuant to 10
U.B.C. 2304. While employed as State em-~
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ployees under the service contract, they
performed the same support services
which they performed as National Guard
technicians.

On January 1, 1969, the National
Guard Technician Act, Public Law 90-
486, became effective. This law legislated
Federal employee status for National
Guard technicians, shifting them from
State to Federal employment effective
January 1, 1969. However, it did not ex-
tend Federal status to pre-1969 service.
Rather, it granted limited credit in the
annuity computation, in certain cases,
for prior State technician service, if such
service were performed under 32 U.S.C.
T709.

The Civil Service Commission Appeals
Review Board, in its decision of Decem-
ber 12, 1974, said:

The only possible way this contract service
can be considered creditable is for it to
meet the requirement set out in the Na-
tional Guard Techniclan Act, that it be per-
formed under 32 U.S.C. 709. However, the
contract was clearly authorized under 10
U.S C. 2304 . . . Therefore, the Board has no
alternative but to concur in the Bureau's
finding [the Commission’s Bureau of Retire-
ment, Insurance and Occupational Health]
denying service credit for appellant's con-
tract service.

I ask unanimous consent that the deci-
sion of the Civil Service Commission Ap-
peals Review Board be printed at this
point in my remarks.

There being no objection, the deci-
sion was ordered to be printed In the
REecorp, as follows:

[U.5. Civil SBervice Commission—Appeals
Review Board]

DEcisioN

In the matter of Angelo Malorisl.

Type Case: Ret'‘rement-Service Credit.

Before: GQriffiths, McDonald and Roel,
Board Members.

INTRODUCTION

Appellant is appealing from the declsion
of the Commission's Bureau of Retirement,
Insurance, and Occupational Health denying
him service credit for Clvil Service retire-
ment purposes for his period of employment
as security guard under a Federal-State Serv-
ice Contract Agreement.

STATEMENT OF THE CASE

Appellant is seeking service credit for the
period of time during which he performed
service under the Federal-State Contract
Agreement with the State of Rhode Island.
Appellant was originally employed as Secu-
rity Guard under 5 U.8.C. 709, and was ad-
ministratively separated from techniclan
status with the Federal Government and
placed as a state employee with the State
of Rhode Island government under the afore-
mentioned agreement. While he was em-
ployed as a state employee under the service
contract, he performed the asme support
services which he otherwise performed as
National Guard technician.

Appellant submitted to the Bureau a copy
of a letter from Major General Leonard Hol-
land from the Office of the Adfutant General
of the State of Rhode Island and another
letter from Francis S. Greenlief, Major Gen-
eral, US.A, Chief, National Guard Bureau,
to substantiate his claim that his service
qualified under FFM Supplement 831-1, sub-
chaoter 53-3, which outlines the criteria for
Federal employment.

On August 2, 1974, the Bureau issued its
decislon disallowing service credit for the
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service involved, on the basis it was per-
formed under the authorization of 10 US.C.
2304 rather than 32 U.S.C. 709.

REPRESENTATIONS TO THE BOARD

By letter dated August 19, 1974, appellant
appealed to the Board contending the deci-
sion of the Bureau is erroneous because the
facts are that:

(1) His job did not change;

(2) His pay did not change;

(3) The method of payment, a federal
check, did not change;

(4) The administrative procedures Inso-
far as annual leave, sick leave, military leave,
did not change;

(6) His duties and responsibilities were
exactly the same as when he performed as
an Air Technician providing security of
buildings and aircraft.

He further contends that 10 U.S.C. 2304
did not relate to the service contract he was
under. In addition he questions who his em-
ployer was during his service contract em-
ployment.

ANALYSIS AND FINDINGS

The Appeals Review Board has reviewed
the entire record in the case and has given
thorough consideration to appeiant's repre-
sentations in support of his contentions.
However, the Board finds no basis to reverse
the Bureau's declsion.

Section 2304, tit.e 10, U.8.C., In pertinent
part, reads as follows:

“(a) Purchases of and contracts for prop-
erty or services covered by this chapter shall
be made by formul advertising. However, the
head of an agency may negotiate such a pur-
chase or contract, if—

“{10) the purchase or contract is for prop-
erty or services for which 1t is impracticable
to obtain competition.”

According to a copy of the contract con-
tained in the record, this quoted provision
of law gave birth to the Service Contract
Agreement between the state of Rhode Island
and the National Guard Alr Base, by which
appellant’s employee status was changed
coverage under 32 US.C. 709 to coverage
under 10 U.S.C. 2304 for the period of time
in issue. Obviously, this service contract
agreement placed the appellant out of juris-
diction of 32 U.8.C. 709 which in pertinent
part states:

“(a) Under such regulations as the Secre-
tary of the Army may prescribe, funds allot-
ted by him for the Army National Guard may
be spent for the compensation of competent
persons to care for material, armament, and
equipment of the Army National Guard.
Under such regulations as the Secretary of
the Ailr Force may prescribe, funds allotted
by him for the Air Natlonal Guard. A care-
taker employed under this subsection may
also perform clerical duties incidental to his
employment and other duties that do not
interfere with the performance of his duties
as caretaker.”

In reviewing the case file the Board finds
that appellant has not introduced any new
evidence to substantiate his claim for credit
for the period of contract service. He has
merely reemphasized the fact that there
was no change in his dutles, supervisor, or
method of salary payment, during the period
when he was employed under the service
contract. The point, however, is that there
was a change in appointing suthority. That
is, the National Guard Bureau transferred
security guards from employment in the Alr
Technician Program to employment under
the Air Service Contract in 1858. The appel-
lant was so transferred and employed under
the service contract until November 27, 1961,
when he recelved an appolntment within the
Alr Technician Program.

Appellant states that he wants to know
who his employer was during the time he was
employed under the service contract. The
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answer, of course, Is the State of Rhode
Island. In fact, the State of Rhode Island
was his employer until January 1, 1969, when
the Natlonal Guard Technlclan Act (Public
Law 90-486) became effective. This law legl-
slated Federal employee status for National
Guard Techniclans, shifting them from State
to Federal employment effective January 1,
1969. However, it did not extend Federal
status to pre-1969 service. Rather, it granted
limited credit in the annulty computation,
in certain cases, for prior State (technician)
service if such service were performed under
32 U.B.C. 709.

The very fact that it was necessary to leg-
islate Federal status for Natlonal Guard
Technlelans establishes that, prior to the
effective date of such legislation, this tech-
nician service was not considered Federal
service. Since Mr. Malorisl clalms that the
service performed under the contract is iden-
tical to technlcian service performed prior
and subsequent to it, his service should be
examined within this context.

Techniclan service is, by definitlon, State
service if performed prior to January 1,
1969. As a result, the only possible way
this contract service can be consldered cred-
itable is for it to meet the requirement, set
out In the Natlonal Guard Technician Act,
that it be performed under 32 U.S.C. T09.
However, the contract was clearly authorized
under 10 U.S.C. 2304 and this fact is not
disputed by appellant, Therefore, the Board
has no alternative but to concur in the
Bureau's findings denying service credit for
appellant’s contract service.

DECISION

In view of the foregoing, the Appeals Re-
view Board hereby affirms the decision of the
Bureau of Retirement, Insurance, and Oc-
cupational Health issued on August 2, 1074.

The Clvil Service regulations provide that
the decision of the Board is final and that
there is no further right of administrative
appeal.

For the Commissloners:

WiLLiAM P. BERZAK,

Chairman.
December 12, 1974.

Mr, PELL, Mr. President, the sole pur-
pose of this bill is to provide service credit
for civil service retirement purposes for
those technicians whose employment
shifted back and forth by virtue of
transactions of Congress and the State,
but who physically never changed their
‘duties and responsibilities, their pay,
their method of payment, their adminis-
trative procedures insofar as annual
leave, sick leave, and military leave. I
believe that equity demands that we fol-
low through and give them retirement
credit also.

I ask unanimous consent that the text
of the bill be printed in the Recorp at
this point.

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

8. 1390

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That clause
(6) of Section 8332(b) of Title 5, United
States Code, is amended to read as follows:

!"'{%)1 {atz) employment under Section 709
o e 32, or any prior correspond ro=
vision of law; " ks
“(B) employment under Section 2304 of
Title 10, if the employee was employed un-
der such Section 2304 immediately prior to
his employment under Section 709 of Title

32 and the services performed by him under
both such Sections were identical; ",
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By Mr. KENNEDY (for himself,
Mr. HATHAWAY, and Mr, ANDER-
SON) :

S. 1391. A hill to establish a transi-
tional system of hospital cost contain-
ment by providing for incentives and re-
straints to contain the rate of increase
in hospital revenues, to establish a sys-
tem of capital allocation designed to en-
courage communities to avoid the crea-
tion of unneeded and duplicative hospital
facilities and services, to provide for the
publication and disclosure of informa-
tion useful to the public in making deci-
sions about health care, to provide for
the development of permanent reforms
in hospital reimbursement designed to
provide incentives for the efficient and
effective use of hospital resources, and
for other purposes; jointly, by unani-
mous consent, to the Committee on
PFinance and the Committee on Human
Resources.

Mr. KENNEDY. Mr. President, today
I am pleased to introduce the adminis-
tration’s legislation regarding the urgent
necessity to restrain hospital cost in-
creases in the short term by limiting hos-
pital revenue increases to a minimum
level recognizing general inflation and
including a small increment to allow
hospitals to improve their quality of care.
The need for such legislation is widely
recognized.

The legislation, Mr. President, will also
impose a limit on new capital expendi-
tures for acute care hospitals. The pro-
gram will fix a national level for such
expenditures below that of recent years
and allocate new capital spending among
the States by formula. With the assist-
ance of local planning agencies, each
State will determine which facilities
merit new capital expenditures.

Mr. President, I wish to acknowledge
at this time that the task of controlling
the escalating costs of health care has
been a matter which has been under
very considerable review by the senior
Senator from Georgia (Mr. TALMADGE)
and the members of the Senate Finance
Committee. It is my understanding that
the Health Subcommittee of the Ways
and Means Committee and the Health
Subcommittee of the Interstate and For-
eign Commerce Committee are consider-
ing joint hearings on this legislation
which was Introduced yesterday in the
House of Representatives.

Mr. President, as chairman of the Sen-
ate Subcommittee on Health and Scien-
tific Research. I will hold extensive hear-
ings on this and related legislation in full
cooperation with the Senate Finance
Committee. These hearings will be spe-
cifically designed to elucidate the rele-
vant issues regarding methods for con-
straining the all too rapidly rising costs
of health care with the intent to prompt-
1y report a bill.

Mr. President, national health expend-
itures tripled between 1965 and 1975, In
fiscal year 1976, the annual expenditures
for health totaled $139.3 billion, up 14
percent over the $122.2 billion spent in
fiscal year 1975. This rate of increase
was approximately twice the CPI for the
same period. Without any intervention,
it has been estimated that this $139 bil-
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lion spent on health care in 1976 may
grow to $230 billion in 3 years.

Expenditures for hospital services—
which account for 40 cents of every
dollar Americans spend on health care—
have been escalating far faster than the
overall cost of living for more than two
decades.

Last year the Nation’s total hospital
bill jumped to $55.4 billion or more than
$1,000 per family. Next year, without any
control, the figure is predicted to increase
dramatically to almost $64 billion.

Since 1950, the cost of a day of hos-
pital care has climbed more than 1,000
percent. The average cost per day has
risen from $15 to $176. In the last decade
the cost of an average hospital stay has
skyrocketed from less than $300 to more
than $1,300. Not many of us can afford
to get sick and go to the hospital.

Right now medicare and medicaid pay
approximately one-quarter of the bill for
hospital services and this went up by $5
billion last year. Individual States paid
twice as much for medicaid in 1976 than
thev did in 1971.

We are all paying for these runaway
costs. Americans today must work more
than 1 full month of every year just to
pay for their health care—2 weeks wages
for hospital costs alone. If health care
was not so expensive workers could have
higher take home pay and better pen-
sions.

We are pouring so much money into
hospitals right now to cure iliness that
we have not had money to spend on basic
preventive health care. It is more hu-
mane and a lot less expensive to prevent
illness than to have to put someone into
a hospital to cure them. Vital programs
such as immunizing children have been
overlooked for too long.

Two factors unique to the hospital in-
dustry lie behind the explosive growth in
hospital costs.

The first factor is that most hospitals
are presently reimbursed on the basis of
the costs of services they provide. The
budget is open-ended, and there is no
economic incentive to hold down costs.
In fact, the reimbursement system tends
to encourage hospitals to add expensive
new facilities and technologies. For ex-
ample, over the past 6 years, the number
of laboratory tests per hospitalization
has increased by over 8 percent annually,
from 2.9 billion tests in 1971 to more
than 5 billion tests in 1975. The costs of
these tests has risen during this same
period from $5.6 billion to greater than
$15 billion—a 10-percent annual growth.
Laboratories’ services now account for
11 percent of total health expenditures.
And there is no evidence that all these
tests make people healthier. This ex-
cess capacity in the medical care system
means that the consumer must bear the
burden of paying for the fixed costs of
greatly underutilized facilities, services,
and equipment. This Nation as a whole
has 100,000 more hospital beds than it
needs.

The second factor is that 90 percent
of all hospital costs are paid for by some-
one other than the patients—by Blue
Cross, medicare, medicaid, or other in-
surance carriers or public programs. Few
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patients even know what their hospital
stay costs. It is virtually impossible for
consumers to do any kind of comparative
shopping since most do not have the
knowledge to diagnose or prescribe for
themselves and must rely on the medical
profession. Any permanent system to
control cost must include programs for
patient education so that consumers
can be better informed about their own
health needs and be part of the decision-
making process.

Mr. President, the Hospital Cost Con-
tainment Act of 1977 is a purely transi-
tional program. and I expect the Secre-
tary of HEW to submit his recommenda-
tions for more permanent reforms in the
way we finance and deliver health care,
including his recommendations for na-
tional health insurance, by March 1, 1978.
The success of any long-range program,
however, will be severely limited unless
we begin to bring the increase in hospital
costs more in line with price trends in
the rest of the economy.

The savings in fiscal year 1978 from
the program outlined in this bill would
total $1.8 billion including $578 million
in medicare funds, $143 million in medic~
aid, and $879 million in private funds.

By 1980, net savings would triple to
almost $5.6 billion including $1.755 bil-
lion under medicare, $429 million under
medicaid, and $2.64 billion in private
funds.

Mr. President, the legislation that I am
introducing today presents the adminis-
tration’s view on how to slow down the
escalating costs of hospital care. I believe,
however, that the approach taken by the
administration leaves several unresolved
issues which I will address at the time of
hearings held before the Senate Subcom-
mittee on Health and Scientific Research.

Firstly, the limits on revenue increase
are for inpatient hospital care only. In-
centives must simultaneously be built to
encourage use of ambulatory care facil-
ities, outpatient departments, appropri-
ate long-term care facilities, and home
health agencies. We must insure that no
one in need of care is denied care because
of present limitations on the reimburse-
ment system.

Secondly, I feel strongly that in order
to effect larger changes in our system
of health care we must develop better
methods for controlling the intensity of
services provided, for reducing the inap-
propriate utilization of ancillary services,
and for influencing physician behavior.
The physician determines, for the most
part, whether or not a patient should be
hospitalized. how long he will stay, what
diagnostic tests he will receive, and the
therapeutic procedures he will undergo.
Clearly, any cost-control system should
encourage the elimination of unneces-
sary or marginal testing and therapeutic
procedures, and it should encourage hos-
pitals to have their medical staffs elimi-
nate marginal and unnecessary admis-
sions.

Third, no one yet knows what is the
best reimbursement system. Therefore,
while we are planning for more per-
ment and long-term solutions, we
should be encouraging experimentation
with alternative systems. These systems
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could address, for example, various
methods of hospital grouping, case mix
adjustments and prospective reimburse-
ment.

Fourth, as the health systems agen-
cies and the State health planning and
development agencies have increased
responsibilities under the administra-
tion’s bill, I would anticipate that these
agencies, which are already understaffed,
will receive increased funding.

Finally, although the administration's
bill requires hospitals, for the first time,
to make available to the public certain
financial information, we must insure
that this information is easily under-
stood by all consumers so that they can
make truly informed decisions about the
type of health care they will purchase.

These are some of the concerns that I
have, and I encourage witnesses at future
hearings to comment on the administra-
tion's proposal, the issues I have raised,
and fo express their own concerns.

I ask unanimous consent that the bill
and a detailed summary and rationale of
the bill be printed at this point in the
RECORD.

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

DETAILED SUMMARY AND RATIONALE
1. BASIC METHOD

Total hospital revenue would be con-
stralned by limiting increases in payments
from each third-party cost payor—such as
Blue Cross, Medicaid and Medicare—and
from charge payors—including private in-
surance and individuals who pay their own
bills—as a class. The limit would be about
9 percent in the first year of the program.
The program would begin October, 1977.

Rationale

The approach can be implemented and
administered gquickly and simply.

It requires no new data collection or re-
porting forms and can be readily understood
by hospitals.

It guarantees immediate savings to the
Medicare and Medlcald programs, to private
insurance and to the public.

Future year savings will be even greater as
hospital managers alter employee stafing
patterns and take a more cost-consclous view
of expenditures for new services and equip-
ment,

II. COVERAGE

The program would cover the In-patient
revenues of about 6,000 acute-care and
speclality hospitals. It would exclude
chronie-care hcspitals, new (less than 2-
year-old) hospitals, and those getting at
least 756 percent of their revenues from Fed-
erally defined Health Maintenance Organiza-
tions (HMOs) on a capitation basis. Federal
hospitals would not be covered directly; such
hospitals would be directed by the President
to stay within the limits.

Rationale

The cost-containment program would ap-
ply only to Inpatient services because they
represent the most expensive mode of treat-
ment. The Administration views as desirable
shifts from In-patient to out-patient care
when quality of care is maintained, since
out-patient care is considerably less costly.

Federal Government hospltals would not
specifically be included In the legislation be-
cause these facilities already operate under
budget constraints—and these constraints
would be modified with respect to short-
term in-patient units to reflect the objectives
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of the overall national system and to set an
example for the private sector.

Exemption of hospitals dealing predomi-
nantly with Federally defined HMOs provides
an added Incentive for further development
of these cost-eflective organizations, Chronic
care hospitals would be excluded because
they do not have the same inflationary
problems as acute-care hospitals.

To prevent hospitals from shifting costs
of in-patient services outside the hospital to
avold the revenue limit, the ceiling would
exclude from the base any services previ-
ously performed in the hospital that were
moved out of the hospital.

III. SETTING THE BASIC LIMIT

‘The basic limit on increases in total-in-
patient care revenues would be set by a for-
mula reflecting general price trends in the
economy as a whole, plus an additional
amount to accommodate some increase in in-
tensity of patient services.

The formula would use the “GNP deflator,”
published by the Commerce Department,
which measures price changes in the whole
economy, and would work as follows:

The allowable Increase would equal the in-
crease In the GNP deflator for the most re-
cently published 12-month period, plus 15
of the difference between the average an-
nual increase in hospital costs in the preced-
ing two years and the increase in the GNP
deflator in that same period.

Example: Assume for 1875 and 1976 that
the increase in hospital costs was 15 percent
and the increase in the GNP deflator for the
relevant perlods was 6 percent.

Allowable Increase equals 6 (GNP defiator)
plus (15 minus 6) divided by 3 equals 6
plus 9 divided by 3 equals 6 plus 3 equals 9.

In future years, as the gap between overall
price Increases and hospital costs narrowed,
the allowable Increase would come down.

Rationale

A legislated formula based on a general
economic price index plus an allowance for
limited expansion of services should serve to
reassure hospitals that unreasonably low
limits will not be set.

A formula based on the overall rate of
price Increases in the economy will reflect
increases In the costs of the things hospitals
buy, in most instances,

The additional allowance for expansion of
services provides a cushion to hospitals with
above-average Increases in the prices of what
they buy.

IV. ADJUSTING THE BASIC LIMIT FOR CHANGING
PATIENT LOAD

The basle limit would be adjusted to re-
flect any major changes in patient load:

Increases in total allowable revenue would
remaln constant where patient load, meas-
ured by admissions, increased 2 percent or
decreased by 6 percent (10 percent in the
case of small hospitals—those with Tewer
than 4,000 annual admissions).

Revenue Increases equal to one-half of
average revenue per stay in the base year
would be allowed for each increased admis-
sion beyond 2 percent. However, no addi-
tional allowance would be made for admis-
slons beyond 15 percent in the case of large
hospitals unless a speclfic exception were
granted.

Similarly, revenue decreases equal to one-
half of average revenue per stay would be
imposed for decreased admissions below 8
percent. For reductions in patient load be-
yond 15 percent, full revenue reduction
would be Imposed, except for small hosplitals.

Exzample

Assume that the basic revenue increase
1imit is 9 percent and that Hospital X's base
year revenue figure is $10,000,000 derived
from 10,000 admissions—$1,000 an admission.
If Hospital X's admissions In the year begin-
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ning October 1, 1977, are the same as In the
base year then the total revenue allowed to
the hosplital 1s £10,800,000—$900,000 more
than in base year.

If the number of admissions in the hos-
pital increased to 11,000, 1,000 or 10 percent
more than in the base year, the hospital is
allowed & $500 increase in revenue—50 per-
cent of the revenue per admission in the
base year—for 800 of these admisslons (the
excess over 2 percent), or $400,000.

Thus, the total revenue allowed for Hos-
pital X would be $11,300,000 (representing
the basic increase of §900.000 plus the in-
crease of $400,000, reflecting the Increased
patlient load). The limit on payments per
admission by each major type of third-party
payor would be adjusted accordingly.

Rationale

The adjustment provides Incentlves for
hospitals to identify and reduce unneces-
sary hospital utilization.

Limiting to 50 percent the automatic uo-
ward adfustment In revenues for major
changes in patient load reduces the incen-
tive to Increase admission arbitrarily.

Special treatment for small hospitals,
which are subject to wider percentage
changes in patient load from year to year,
would not serlously undercut the effective-
ness of the overall constraint, and would
ease Federal administration of the Act.

V. APFLYING THE LIMIT

To meet the overall llmit of about 9 per-
cent, the allowable increase In revenue per
admission would be calculated by estimat-
ing the expected changes in hospital ad-
missions. For example, with an overall limit
of 9 percent and an estimated increase In
hospital admisslions of 2 percent, a hospital
would be permitted an increase in average
revenue per admission of 7 percent. Cost
payors would estimate the limit per stay for
purposes of interim relmbursement, based
on any anticipated changes in patient load,
and apply the actual limit In final settle-
ment, using final fiscal year data on actual
changes in patient load.

In addition, the Medicare intermediary
would assume responsibility for determin-
ing any excess charges per stay for commer=-
clal carrlers or self-pay patients, from data
routinely reported on Medicare cost reports.

If total charges per stay exceeded the rate
of increase allowed for the hospital, it
would be required to reduce charge increases
in the following year accordingly. Adequate
public notice of ‘the hospital’s violation
would be required. Any hospital or third-
party payor that was found to have paid
or recelved funds In violation of this Act
could be required to pay a tax to the U.S.
Treasury equal to 150 percent of the amount
in violation.

Ezample

If Hospital X overcharged charge-payors
by $10,000 in a year, then refused to put
the overcharge in escrow to be deducted
from the following year's ceiling, it would
be subject to a tax of $15,000.

Rationale

Applying the sallowable percentage in-
crease by major type of payor is adminis-
tratively slmple, permits each major third-
party payor (Medicare, Medicald, Blue Cross)
to make final settlements without walting
for all other payors, and would not require
any additional reporting forms or audit.

The approach 1s neutral with regard to
type of payor, neither favoring nor discrim-
inating agalnst any type of payor.

Imposing the tax and requiring hospitals
to publicize any overcharges should be a
significant deterrent to excess charge in-
creases,
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VI. BASE FOR APPLYING THE LIMIT

The base would be the dollar total of the
hospital’s revenue from each class of payor
for calendar 1976 (or, in the case of hos-
pitals with a non-calendar fiscal year, for
its accounting year that ended in 1976). To
bring the 1976 base up to date, an adjust-
ment would be made that would treat the
revenue increases in 1977 as though they
had been the same as the average annual
increase in the two years 1875 and 1876. How-
ever, the adjustment rate could not exceed
15 percent or be lower than 6 percent.

Rationale

This method would assure that any hos-
pital which raised charges after public an-
nouncement of the Administration’s hos-
pital cost contalnment effort would not
benefit from that action.

It would reward hospitals with Increases
in their revenues of less than 6 percent an-
nually in recent years.

Using previous trends from a period of
generally high cost increases Is a generous
standard, and should not impose a burden
on hospitals.

VII. EXCEPTIONS

Exceptions to the total revenue limit would
ba permitted on only two grounds:

(1) Exceptional changes in patlent load
(anticipated to encompass about 3 percent of
all hospltals); and

(2) Major increases In capacity or types of
services, or major renovation or replacement
of physicial plant.

Local and state health planning agencies
would review and comment on exceptions. To
receive added revenues under any exception,
a hospital would also have to demonstrate a
relatively poor financial condition. Specifi-
cally, it would have to show that its ratio
of current assets to current llabilities put it
in the bottom 25 percent of hospitals covered
by the program.

HEW would have to act on requests for ex-
ceptions within 90 days or the hospital and
third-party payors could presume approval.

Any hospital granted an exception would
be subject to an operational review of effec-
tiveness and efficiency by the HEW Audit
Agency or its agents. The report of the HEW
findings would be made publlc.

Rationale

Limited criteria for exceptions are neces-
sary to maintain the effectiveness and admin-
istrative simpliclity of the program.

Strong tests of community necessity for
new services by health planning agencles and
the requirement that a relatively poor fi-
nanclal condition be demonstrated should
ensure a limited number of exceptlons.

VIII. ADJUSTMENT FOR NONSUPERVISORY
EMPLOYEES

To avold an inequitable impact on the
earnings of low-wage hospital workers, hospi-
tals would be permitted an adjustment of the
revenue limit based on actual increases in
pay they granted to non-supervisory employ-
nes. At the end of 18 months, the Secretary
of HEW would determine if the adjustment
should be continued.

Under this method the hospital revenue-
increase limit is computed by making a sepa-
rate calculation for the wages of non-super-
visory employee.

Ezample

Assume that Hospital X's costs in the base
year are distributed as follows: 35 percent for
wages of non-supervisory employees and 65
percent for all other costs. Assume that the
earnings per non-supervisory employee have
increased 11 percent in the current year, In
this case, the revenue-increase Iimit is 8 per-
cent for 65 percent of the hospital’s costs and
11 percent for the remainder, or & total of 8.7
percent.
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Rationale
This provision is needed to assure that low-
wage hospltal workers do not bear the brunt
of the cost containment program.
IX, MAINTENANCE OF EFFORT

Hospitals would be required to maintain
thelr charity patient load shares. Enforce-
ment would be on the basls of investigation
by health planning agencies of complaints
by other area hospltals.

Rationale

Although 1t s not expected to be a major
problem, there is a possibility that some
hospitals would seek to avold the intent of
the limits by replacing patients without any
insurance coverage with those covered by
government or private insurance. This pro-
vislon would reduce that possibility.

X. DISCLOSURE

Hospitals would be required to make
available to the public current charge sched-
ules and cost-relmbursement reports. The
local health service agency would publish
every six months a 1ist of hospitals with thelr
charges for typlical services.

Rationale

These provisions would foster better under-
standing of hospital costs by consumers and
other concerned parties and provide an in-
centive for selfi-enforcement of the Act by
hospltals.

XI. STATE PROGRAMS

Hospitals in States which recelve a walver
from the Federal cost containment program
would not be covered. A State would have
to meet the following conditions:

a. A hosplital cost contalnment program
must have been in effect in the State for at
least one year prior to the requested walver;

b. That program included all payors in
the State (except Medicare) and covered
at least 80 percent of the hospitals that
would be included in the Federal program;

¢. The State agrees to comply, on an &ag-
gregate basis, with the baslc Federal cell-
ing;

d. There is the expectation, based on dem-
onstrated performance, that the State will
achieve the Federal objective under its own
program;

e, The State plan provides that any excess
revenues generated will be returned to
payors.

The requirement that all payors except
Medlicare have been Included in the State
plan can be walved If the States has had a
program covering at least 50 percent of to-
tal hospital payments for one year and the
State adds all payors to its plan effective no
later than the time of the requested waiver.

New State programs could be added over
time, but only under the striet criteria
of the experimental programs established
under present law.

Rationale
Recognition should be glven to State ac-
tivity in hospital cost contalnment since the
methods developed by some States are more
sophisticated and refined than the initial
national effort.
XII, ENFORCEMENT

Payment above the cost contalnment lim-
its would be disallowed under the Medicare
and Medlcald programs.

Payment by Blue Cross or other cost
payors, or receipt of hospltals of excess reve-
nues, would be subject to a tax at the rate of
160 percent unless rebated to the payors.

Local Health Systems Agencles (HSAs) and
State health planning agencles would be re-
quired to comply with provisions of the pro-
gram or face 1oss of their designation and of
Federal funding under the Public Health
Service Act.
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Rationale

Unless all hospital revenues are controlled,
hospitals would have an incentive to dis-
criminate against Federal beneficiaries for
whom they receive lower payments, and to
compensate for revenue reduction by increas-
ing costs to private plans and individual
payors.

XIII. CAPITAL EXPENDITURE PROGRAM

First, the program would set an annual
national limit on new capital expenditures
by acute care hospitals. The limit would be
set at a level somewhat below expenditures in
recent years.

The natlonal limit would be allocated to
the States by a formula based on population
for at least the first year. In later years, the
Secretary of HEW could adjust the formula
to take into account factors other than popu-
latlon—such as costs of construction and
need for capital expansion or modernization.
States would award new certificates of need
to hospltals up to thelr limit. HSAs would as-
sist the States by reviewing and commenting
on applications of certificates.

Medicare and Medlcald would deny reim-
bursement to hospitals for unapproved proj-
ects. The Federal Government would operate
the program in States which do not agree to
participate.

Second, in any health service area in which
the number of hospital beds exceeds 4 per
1,000 population, or in which the average
hospital occupany rate is less than 80 per-
cent, no certificates of need would be allowed
if they would yleld a net increase in beds in
the area. In addition, no Federal grants, loan
guarantees or tax subsidies for construction
of beds In excess of the existing number
would be permitted.

Rationale

A cost containment effort can only be ef-
fective over & long perlod of time if steps are

taken now to slow the rate of growth of bed
capacity and the duplication of expensive
technology.

An effective capital spending constraint
will have further benefits by reducing the
number of hospitals qualifying for exceptions
in future years.

8. 1391

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled,

SHORT TITLE

SectioN 1. This Act may be cited as the
“Hospital Cost Containment Act of 1977".
REFORT ON PERMANENT REFORM IN THE DE-

LIVERY AND FINANCING OF HEALTH CARE

Sec. 2. The Secretary of Health, Education,
anid Welfare (hereinafter in this Act referred
to as the “Secretary") shall submit to the
Congress, no later than March 1, 1978, a re-
port setting forth his recommendations for
permanent reforms in the dellvery and fi-
nancing of health care which will increase
the efficlency, effectiveness, and quality of
health care in the United States and which
will replace the transitional provisions of
title I of this Act.
TITLE I—TRANSITIONAL HOSPITAL COST

CONSTRAINT PROVISIONS
PART A—PURPOSE AND GENERAL DESCRIPTION
OF THE PROGRAM
PURPOSE

Sec. 101. It is the purpose of the transi-
tional hospital cost containment program
established by this title to constrain the rate
of Increases in total acute care hospital in-
patient costs, beginning October 1, 1977, and
continuing until the adoption of the perma-
nent reforms referred to In section 2, by
limiting the amount of revenue which may
be recelved, by the hospitals involved, from
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government programs, private insurers, and
individuals who pay directly for such care.

GENERAL DESCRIPTION OF PROGRAM

Sec. 102. (a) In order to carry out the pur-
pose of the transitional program as set forth
in section 101, the Inpatient revenues of
short-term acute care and specialty hospitals
(excluding new hospitals and certain HMO-
related hospitals) are to be limited in the
manner outlined in the succeeding provi-
slons of this section (and more particularly
described in parts B and C of this title).

(b) The increase in total revenue which &
hospital {as defined In section 121) may re-
celve in any accounting year in the form
of—

(1) relmbursement paid under the medi-
care and medicald programs, and by cost
payers, for inpatlent services, and

(2) charges imposed upon other persons
for inpatient services,
may not, on a per-admission basls, exceed the
average inpatlent reimbursement due or in-
patlent charges imposed per Inpatient admis-
sion in the base period (in general, the hos-
pital's accounting year ending in 1976) by
more than the percentage which 1s appli-
cable to the hospital for such accounting
year under section 111.

(¢) Such percentage, In the case of any
hospital for any accounting year, 1s to be
determined by—

(1) establishing for such year, under sec-
tion 112(b), an “inpatient hospital revenue
increase limit" based on increases in the
GNP deflator and in total hospital expendl-
tures nationwide,

{2) modifying the llmit so established by
the "admission load formula™, as promul-
gated under section 113, to take account of
major changes in patlent loads experienced
by that particular hospital, in order to arrive
at an “adjusted Inpatient hospital revenue
increase 1imit"” for that hospital in such year,
and

(3) applying such adjusted limit for peri-
ods after September 30, 1977, with recogni-
tion being given under section 111(a)(1) to
cost increases prior to that date. (d) An ex-
ception from the llmits otherwise estab-
lished may be granted In accordance with
section 115 (for a particular period) to any
hospital which s experlencing substantially
higher costs as a result of extraordinary
changes in patient loads or major changes in
facilitles and services, to the extent required
to assure that the necessary additional rev-
enue will be avallable where necessary to
meet actual community needs.

(e) Compliance with these limits is to be
enfcreed, In accordance with section 116, in
various ways. Such compliance is required
under the medicare program by directly ap-
Plying the limits for purposes of both interim
and final relmbursement. Amounts pald to
hospltals under the medicald program in ex-
cess of such limits will be disallowed as a
basis for Federal matching payments. Hos-
pitals and nongovernment cost payers ex-
ceeding the 1imits will be subject to a Federal
excise tax In an amount equal to 150 percent
of the excess (except In the case of a hospital
which is exempt as a result of corrective ac-
tions as prescribed under sect'on 116(d) (2)).

{f) The Secretary s authorized, under sec-
tion 117, to waive the limits otherwise estab-
lished for all hospitals located In any State
which has had In effect for at least one year
& hospital cost contalnment program which
covers at least 90 percent of all acute care
hospitals In the State, applies to all payers
except the medicare program, limits inpa-
tient hospital revenue increases to a rate no
greater (in the aggregate) than the rate
established for the perlod Involved under
section 112(b), and provides for return of
excess hospital revenues.
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PART B—ESTABLISHMENT oOF HosPITAL CoOST
CONTAINMENT PROGRAM

IMPOSITION OF LIMIT ON HOSPITAL REVENUE
INCREASES

Sec. 111. (a) The average relmbursement
pald to a hospital for inpatlent services un-
der title XVIII of the Soclal Security Act,
under a State plan approved under title V
or title XIX of such Act, or by any cost
payer, and the average charges imposed by
a hospital for inpatient services, In any ac-
counting year any part of which falls within
a period subject to this title, may not (ex-
cept as provided in subsection (b)) exceed
the base inpatlent hospital revenue per in-
patient admission (as established under sec-
tion 114) by a percentage greater than the
sum of—

(1) the percentage by which the costs In-
volved would have increased in the period
elapsing after the close of the hospital’s
base accounting year and prior to October 1,
1977, If such costs had Increased (during
that period) at the average annual rate
actually experienced by the hospital during
the two-year period ending with the close of
such base agcounting year, except that such
percentage as applied for purposes of this
section shall not be more than 15 percent
nor less than 6 percent,

(2) the percentage by which such costs
would have increased in the period elapsing
after September 30, 1977, and prior to the
first day of the accounting year for which
the limit is being imposed if such costs had
increased (during such period) at an annual
rate consistent with the inpatient hospital
revenue increase limit determined and pro-
mulgated under section 112(b), and

(3) the percentage by which such costs
would have increased in the accounting year
for which limit is being imposed i such
costs had increased (during such year) at an
annual rate consistent with the adjusted in-
patient hospital revenue increase limit ap-
plicable to the hospital under section 112(a).

(b) Where less than a full accounting year
falls within a 12-month period subject to
this title, the limit set forth in subsection
(a) of this sectlon, and the limit established
under section 112(a), shall apply with re-
spect to relmbursement due or charges im-
posed for the part of such accounting year
which falls within such period in the same
proportion as the number of days in such
accounting year that fall within such period
bears to the total number of days in such
accounting year.

DETERMINATION OF ADJUSTED INPATIENT

HOSPITAL REVENUE INCREASE LIMIT

Szc. 112 (a) The “adjusted inpatient
hospital revenue increase 1imit"” which 1s ap-
plicable to any hospital for purposes of sec-
tion 111(a) (3) with respect to any account-
ing year shall (subject to section 111(b) and
sectlon 124) be equal to the inpatient hospi-
tal revenue increase limit determined and
promulgated under subsectlon (b) of this
section for the 12-month period in which
such accounting year or any part thereof
falls, modified by the application of the “ad-
mission load formula™ which is promulgated
under section 113 and epplied to that
hospital.

(b) (1) Between July 1 and October 1 of
each calendar year beginning with 1877, the
Secretary shall promulgate a figure which
(subject to paragraph (2)) shall be the "in-
patient hospital revenue Increase limit"” ap-
plicable to the 12-month period beginning
October 1 in such year (with each such 13-
month period being referred to in this title
as a "perlod" or a “period subject to this
title”) . Such figure shall be the sum of—

(A) the implicit price deflator of the
Gross National Product as calculated by the
Bureau of Economic Analysis of the De-
partment of Commerce and published in the
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Survey of Current Business (herelnafter in
this title referred to as the "GNP" deflator")
for the 12-month period ending June 30 of
such year, and

(B) one-third of the difference between—

(1) the average annual rate of increase
in total hospital expenditures which is found
by the Secretary to have occurred during the
24-month period ending on the day preced-
ing January 1 of such calendar year, and

(1) the annual rate of Increase in the
GNP deflator for the 24-month perlod ending
on the day preceding January 1 of such
calendar year.

(2) If the Secretary finds during any
period subject to this title that the GNP de-
flator with respect to such period is expected
to exceed by more than one percentage polnt
the GNP deflator which was used in making
the determination under paragraph (1) (or
in making a prlor adjustment under this
paragraph), the Secretary shall increase (or
further Increase) the GNP deflator so used
by the amount of such excess; except that
no adjustment made under this paragraph
shall be effective with respect to any ac-
counting year ending prior to the calendar
quarter preceding the calendar quarter in
which such adjustment is made.

PROMULGATION OF ADMISSION LOAD FORMULA

Sec. 113. The “admission load formula"
shall be promulgated by the Secretary by
QOctober 1, 1977, and shall be such that—

(1) a hospital will be allowed an increase
in total revenue from inpatient services in
any accounting year to the extent (and only
to the extent) consistent with the inpatient
hospital revenue increase llmit promulgated
under section 112(h), for the perlod in
which such accounting year or any part
thereof falls if admissions in such account-
ing year have Increased by less than 2 per-
cent or declined by less than 6 percent as
compared to the base accounting year (2
percent and 10 percent, respectively, in the
case of a hospltal with no more than four
thousand admissions in the base accounting
year);

(2) in the case of a hospital whose admis-
slons in any accounting year are beyond the
applicable range set forth in paragraph (1),
the amount of total revenue from inpatient
services In such year which is otherwise al-
lowed under paragraph (1) shall be further
Increased for each admission above such
range by one-half of the average revenue per
admission that would have been allowed
under paragraph (1) if the actual percentage
change in admissions (as compared to the
base accounting year) had been zero, or shall
be reduced for each admission below such
range by one-half of the average revenue
per admisslon that would have been so al-
lowed, except as provided in paragraph (3);
and

(3) in the case of a hospital which had
more than four thousand admissions in the
base accounting year, no additional revenue
will be allowed for Increased admissions
(with respect to any accounting year) be-
yond 15 percent above those in the base ac-
counting year, but the revenue otherwlse
permitted such a hospital under paragraphs
(1) and (2) shall be reduced (dollar for dol-
lar) for decreased admlssions (in that year)
beyond 15 percent below those in the base
accounting year.

BASE INPATIENT HOSPITAL REVENUE

Sgc. 114. (a) (1) The revenue base for ap-
plication of the adjusted inpatient hospital
revenue increase limit with respect to any
hospital in any accounting year shall (sub-
Ject to subsection (b)) be the revenue from
reimbursement due and inpatlent charges
imposed for inpatient hospital services pro-
vided in the hospital's base accounting year
(as defined in paragraph (2)).

(2) For purposes of this title, a hospital's
“base accounting year" is its accounting
year which ended in 1976, or, in the case
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of a hospital which did not meet the de-
finition contained in section 121 for at least
one full accounting year prior to an account-
ing year ending in 1876 in which 1t met such
definition, the accounting perjod immedi-
ately prior to the first accounting year In
which 1t satisfied such definition.

(b) The base revenue established for any
hospital by subsectlon (a) shall (except as
provided in subsection (c)) be reduced by
an amount equal to any inpatient charges
in such base accounting year for elements
of inpatient services for which payment is
not made to the hospital in an accounting
year any part of which falls within a pe-
riod subject to this title.

(e) Subsection (b) shall not apply with
respect to revenue for inpatlent services
which have been found inappropriate un-
der section 1523(a) (6) of the Public Health
Service Act by the State health planning and
development agency desienated under sec-
tion 1521 of such Act for the State in which
the hospltal involved is located.

ESTABLISHMENT OF EXCEPTIONS

Sec. 115. (a) The Secretary shall have
authority to grant exceptions from the limits
established under this title to individual
hospitals for particular periods, but in any
case only to the extent that the hospital
requesting the exceptlon provides evidence
satisfactory to the Secretary—

(1) of the extent to which costs of pro-
viding inpatient hospital services in an ac-
counting year any part of which falls within
& perlod subject to this title exceed such
costs in the base accounting year as the re-
sult of—

(A) changes In admissions beyond the
range specified in section 113(3), or

(B) changes in capacity or in the char-
acter of Inpatient services avallable in the
hospital or major renovation or replacement
of physical plant, but only if such changes
have increased inpatient costs per admission
by more than one-third of the difference
snecified in section 112(b) (1) (B) over inpa-
tlent care costs per admission in the pre-
vious accounting year;

(2) that the revenue otherwise allowable
(taking Into account all other avallable
resources) 1is insufficlent to assure the
solvency of the hospital as irdicated by the
exlstence of a current ratlo of ascets to
liabilitles (determined in accordance with
the last sentence of this subsection) of less
than the ratio which the Secretary estimates
is being expeorlenced by 256 percent or less of
the hospltals subject to this title; and

(3) that the changes In admissions,
capacity, plant, or services avallable gen-
erating the excess costs described In para-
graph (1) have been found to be needed
under section 1523(a)(5) of the Public
Health Service Act or appropriate under sec-
tion 1523(a) (6) of the Public Health Service
Act by the State health planning and de-
velopment agency, designated under section
1521 of such Act for the State in which the
hospital Involved is located.

For purposes of paragraph (2), the term
“eurrent ratlo of assets to Iabilities”, with
respect to any hospital, means the sum of
the cash, notes and accounts recelvable (less
reserves for bad debts), marketable securi-
ties, and inventories held by such hospital
divided by the sum of all llabilities of such
hospital falling due In an accounting year
for which the exception 1s requested under
this saction.

(b) The Secretary shall elther approve any
request for an exception made by a hospital
under subsection (a), or deny such request,
within a period not to exceed 90 days after
the hospital has filed in a manner and form
prescribed by the Secretary the evidence
required by such subsection. Any such re-
quest not denled within such 90-day period
shall be deemed approved.

(¢) Any hospital granted an exception
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under this sectlon must make itself avallable
for an operational review by the Secretary.
The findings from any such review shall be
made public, and continuance of the excep-
tion shall be contingent on implementation
of any recommendations which may be made
(as a result of such operational review) for
improvements to Increase efficiency and
economy.

(d) (1) If the Secretary grants an excep-
tion with respect to any accounting year to
a hospital which had 4,000 or more admis-
slons in the base accounting year on the
grounds set forth in subsection (a)(1)(A),
such hospital shall be allowed increased rev-
enue for purposes of this title as though it
were a hospital with fewer than 4,000 ad-
missions in such base year under section
113.

(2) If the Secretary grants an exception
with respect to any accounting year to a
hospltal on the grounds set forth in sub-
sectlon (a)(1)(B), such hospltal shall be
allowed increased total revenue for pur-
poses of this title for such accounting year
and all subsequent accounting years (and
the 1imlt on its allowable rate of increase in
inpatient hospital revenues shall be adjusted
upward accordingly) in an amount no great-
er than the amount necessary to maintain
the current ratio of its assets to llabilities
(determined in accordance with the last
sentence of subsection (a)) at the level specl-
fied in subsection (a) (2).

{e) (1) Any hospital which is dissatisfied
with a determination of the Secretary under
this section may obtaln a hearlng before
the Provider Reimbursement Review Board
established under section 1878 of the Soclal
Becurlty Act, If the amount in controversy
is $25,000 or more and the request for such
hearing is filed within 180 days after receipt
of the Secretary's determination.

(2) For purposes of paragraph (1), the
Secretary (notwithstanding section 1878(h)
of the Social Security Act) shall appolnt
five additional members to the Provider Re-
imbursement Review Board, following the
specifications for expertise applicable to the
existing five members. Such five additional
members shall constitute the Board for
purposes of reviewing appeals under this
title. All other provisions of section 1878 of
the Social Security Act shall apply except
that the Board as so constituted shall be
considered as reviewlng decisions of the
Becretary rather than of a fiscal intermedlary,
and subsection (b) of such section shall not
apply.

ENFORCEMENT

Sec. 116. (a) Notwithstanding any provi-
sion of title XVIII of the Social Security
Act, reimbursement for inpatient hospital
services under the program established by
that title shall not be payable, on an in-
terim basls or in final settlement, to the
extent that it exceeds the applicable limits
established under this title.

(b) Notwithstanding any provision of title
Vi or XIX of such Act, payment shall not
be required to be made by any State under
either such title with respect to any amount
pald for inpatient hospital services in ex-
cess of the applicable limits established un-
der this title; nor shall payment be made
to any State under elther such title with
respect to any amount pald for Inpatient
hospital services in excess of such limlits.

(c) Notwithstanding any other provision
of law, receipt by any hospital of payment
for inpatient hospital services in excess of
the applicable limits established under this
title, or payment by any cost payer (as de-
fined in section 122(e) (2) ) for inpatient hos-
pital services on a cost basis in excess of
such limits, shall subject such hospital or
cost payer—

(1) to the Federal excise tax imposed by
section 4891 of the Internal Revenue Code
of 1954 (as added by section 128 of this Act),
and
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(2) to exclusion, at the discretion of the
Becretary, from participation in any or all
of the programs established by titles V,
XVIII, and XIX of the Soclal Security Act.

(d) (1) Where the BSecretary determines
that average charges per admission billed
for Inpatient services by a hospital during
an accounting year any part of which is
included in a period subject to this title
exceed the applicable 1imits established un-
der this title, he shall promulgate (or shall
require the hospital to promulgate in such
manner as he may prescribe) the percentage
by which the average charge per admission
billed in that accounting year by the hospi-
tal exceeded the applicable limitation on
average charges per admission established
under this title.

(2) Any hospital described in paragraph
(1) shall be exempt from the penalties set
forth in subsection (c¢) if it holds in escrow
an amount equal to the percentage pro-
mulgated under such paragraph multiplied
by the hospital's total inpatient charges
less its inpatient charges applicable to cost
payers (as defined in section 122(e)), im-
posed on the accounting year referred to in
such paragraph, until such time as charges
below the applicable limits established un-
der this title, equal in the aggregate to such
amount, are experienced; but any such hos-
pital which fails to do so shall be subject
to such penalties.

EXEMPTION FOR HOSPITALS IN CERTAIN STATES

Bec. 117. (a) At the request of the Gov-
ernor (or other Chief Executive) of any State
(including the District of Columbia and
Puerto Rico) the SBecretary may exclude from
the application of this title all hospitals
physically located in such State if the Sec-
retary finds that—

(1) such State has had In effect for at
least one year as of the date of such request
& program for containing hospital costs in
the State which covers at least 90 percent of
the hospitals In the State which would
otherwise be covered under the program es-
tablished by this title;

(2) the State program applies at least to
all Inpatient care revenues of such hospitals
(except revenues received under title XVIII
of the Social Security Act);

{(3) the Governor (or Chief Executive)
certifies, and the Secretary determines, that
the aggregate rate of increase in inpatient
hospital revenues for all hospitals in the
State will not exceed the rate promulgated
by the Secretary under section 112(b); and

(4) the Governor (or Chief Executive) has
submitted, and had approved by the Secre-
tary, a plan for recovering any excess of reve-
nue which (notwithstanding paragraph (3))
may occur.

(b) A State which would meet the condi-
tlons of this section except that its program
does not satisfy subsection (a) (2), but whose
program did cover at least 50 percent of all
inpatient care revenues during the 12-month
period preceding the date of Its regquest un-
der subsection (a), will nonetheless be eligi-
ble under this section if, by the date of such
request, it does have a program which satis-
fies such subsectlon.

EXEMPTION FOR HOSPITALS ENGAGED IN CERTAIN
EXPERIMENTS OR DEMONSTRATIONS

SEec. 118. A hospital may be excluded from
the application of this title if the Secretary
determines that (1) such exclusion is nec-
essary to facilitate an experiment or demon-
stration entered into under section 402 of
the Social Security Amendments of 1967 or
section 222 of the Social Security Amend-
ments of 1972, and (2) such experiment or
demonstration is consistent with the pur-
poses of this title.

Part C—DEFINITIONS AND MISCELLANEOUS
ProOVISIONS
DEFINITION OF HOSPITAL

Sec. 121. (a) For purposes of this title
(subject to subsection (b) of this section),
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the term “hospital”, with respect to any ac-
counting year, means an institution (in-
cluding a distinct part of an institution par-
ticipating in the program established under
title XVIII of the Soclal Security Act)
which—

(1) satisfles paragraphs (1) and (7) of
section 1861(e) of the Social Security Act,
and

{(2) had an average duration of stay of 30
days or less in the preceding accounting year.

(b) An institution shall not be considered &
“hospital” during any part of a period sub-
ject to this title if with respect to such pe-
riod it—

(1) is a Federal hospital;

(2) has met the conditions specified in sub-
section (a) (under present and previous own-
ership) for less than two years before such
perlod; or

(3) derived more than 75 percent of its in-
patient care revenues on a capitation basis,
disregarding revenues received under title
XVIII of the Soclal Security Act, from one
or more health maintenance organizations
(as defined in section 1301(a) of the Pub-
lic Health Service Act).

OTHER DEFINITIONS
Sec. 122. For purposes of this title—
Accounting Year

(a8) The term “accounting year" with re-
spect to any perlod means—

(1) in the case of a hospital participating
In the program established by title XVIII
of the Social Security Act, a perlod of 12 con-
secutive full calendar months including the
same months as the last full reporting pe-
riod allowed for relmbursement purposes
under such title;

(2) in the case of a hospital not partici-
pating In the program established by title
XVIII of the Soclal Security Act, a perlod of
12 consecutive full calendar months includ-
ing the same months as the last full account-
ing perlod used by such other cost payer as
the Becretary may designate; und

(3) in the case of a hospital which is not
participating in the program established by
title XVIII of the Social Security Act and for
which the Secretary does not designate an ac-
counting year under paragraph (2), a calen-
dar year.

Inpatient Hospital Services

(b) The term “inpatient hospital services"
has the meaning given it by section 1861(b)
of the Soclal Security Act (including In ad-
dition the services otherwise excluded by
paragraph (5) thereof).

Inpatient Charges

{c) The term “inpatient charges” means
regular rates, applied to all inpatient hos-
pital services, that meet the requirements of
section 405.452(d) (4) of the Federal regula-
tions applicable to title XVIII of the Social
Security Act.

Admissions

(d) The term “admission” means the for-
mal acceptance of an inpatient by a hospital,
excluding newborn children (unless retained
after discharge of the mother) and transfers
within inpatient units of the same institu-
tion.

Cost Payer
(e) The term ‘‘cost payer" means—
(1) a program established by or under title
V, XVIII, or XIX of the Social Security Act,
and

(2) any organization which (A) meets the
definition of contained in section 1842(1f) (1)
of the Soclial Security Act, and (B) reim-
burses & hospital subject to this title for in-
patient hospital services on the basis of cost
85 defined for purposes of such relmburse-
ment.

DETERMINATION OF INPATIENT REIMBURSEMENT

Sec. 123. For purpeses of section 111, in-
patient reimbursement under the programs
established by titles V, XVIII, and XIX of the
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Social Security Act shall be determined with-
out regard to adjustments resulting from
the application of section 405,460(g), 405.455
(d), 405.415(f), or 405.415(d) (3) of the Fed-
;r%ln Iregulations applicable to such title

EXEMPTION OF NONSUPERVISORY PERSONNEL
WAGE INCREASES FROM REVENUE LIMIT

Sec. 124. (a) At the request of any hos-
pital which is subject to the provisions of
this title and which provides the data neces-
sary for the required calculation, the Secre-
tary shall modify the inpatient hospital reve-
nue increase limit and the adjusted inpatient
hospital revenue Increase limit otherwise es-
tablished for such hospital with respect to
any accounting year under section 112 to
allow such hospital to receive, without re-
striction, revenue equal to the average
amount of any Increase in regular wages
granted in such year to employees who do
not meet the definition of “supervisor” as
that term is used for purposes of the National
Labor Relations Act and (if not employees
of a State or political subdivision thereof)
who are covered by such Act.

(b) Such modified limits for any account-
ing year shall be calculated by adding to-
gether—

(1) the average percentage increase in
regular wages granted to the employees
referred to in subsection (a) since the close
of the preceding accounting year multiplied
by the percentage of total inpatient cost (as
determined for purposes of title XVIII of the
Boclal Security Act attributable to such
wages In such preceding year; and

(2) the inpatient hospital revenue In-
crease limit or, as appropriate, the adjusted
inpatient hospital revenue increase limit
otherwise applicable to the hospital under
this title multiplied by the percentage of
revenues (as determined for purposes of title
XVIII of the Social Security Act) attrib-
utable to all other expenses in the preceding
accounting year.

(¢) The modified inpatient hospital reve-
nue increase limit and adjusted inpatlent
hospital revenue increase limit established
under subsection (b) for any hospital with
respect to any accounting year shall con-
stitute such hospital's inpatient hospital
revenue increase limit or, as appropriate, the
adjusted inpatient hospital revenue increase
1imit for such year under section 111 for all
of the purposes of this title.

(d) This section shall apply to accounting
years beginning after March 31, 1979, only
to the extent the Secretary so determines.

DISCLOSURE OF FISCAL INFORMATION

8ec. 125. (a) (1) Every hospital shall (A)
submit semiannually to the health systems
agency designated under sectlon 1515 of the
Public Health Service Act for the healith
service area in which it Is locaied, by March
1 and September 1 of each year, Its average
semi-private room rate and the charges for
the 10 other services which the health sys-
tems agency finds represent the services
which are most freqeuntly used or most
important for purposes of comparing hos-
pitals, and make available all cost reports
submitted to cost payers, and (B) submit
annually its overall plan and budget de-
scribed In sectlon 1B64(z) of the Social
Securlty Act.

(2) Fallure by any hospital to comply with
the requirement of paragraph (1) shall sub-
ject it to exclusion, at the discretion of the
Secretary, from participation in any or sall
of the programs established by titles V,
XVIII, and XIX of the Social Security Act.

(b) Each health systems agency designated
under section 1515 of the Public Health
Service Act shall publish every April 1 and
October 1, in readily understandable lan-
guage for public use, the informstion it
receives under this section, in a manner de-
signed to facilitate comparisons among the
hospitals in 1ts area.
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IMPROPER CHANGES IN ADMISSION PRACTICES

Bec. 126. Upon written complaint by any
institution meeting the conditions set forth
in paragraphs (1) and (7) of sectlon 1861(e)
of the Social Security Act that one or more
hospitals subject to this title in a health serv-
ice area for which a health systems agency
has been designated under section 1515 of
the Public Health Service Act has charged
its admission practices in & manner that
would tend to reduce the proportion of in-
patients of such hospital or hospitals for
whom relmbursement at less than the in-
patient charges (as defined in section 122(¢)
of this Act) applicable fo such inpatients is
anticipated, such health systems agency shall
investigate the complaint and, upon a find-
ing by such agency that the complaint is jus-
tified, the Secretary may impose the sanction
set forth in section 116(c) (2) of this Act.

REVIEW OF CERTAIN DETERMINATIONS

Sec. 127. Any determinations made on be-
half of the Secretary under this titie with
respect to the application of its provisions to
individual hospltals (other than determina-
tlons made under section 115 or 126) shall
be subject to the provisions of section 1878
of the Social Securlty Act in the same man-
ner as determinations with respect to the
amount of relmbursement due a provider of
services under title XVIII of such Act.

EXCISE TAX ON EXCESSIVE PAYMENTS FOR
INPATIENT HOSPITAL SERVICES

Sec. 128. (a) Subtitle D of the Internal
Revenue Code of 19564 (relating to miscel-
laneous excise taxes) is amended by adding
at the end thereof the following new chap-
ter:

“CHAPTER 45—TAX ON CERTAIN EXCES-

SIVE PAYMENTS FOR INPATIENT HOS-

PITAL SERVICES

“Skc, 4991, Imposition of tax.
“Sec. 4991, IMposITION OF TAX.

“(a) In GeENErRAL—There is hereby im-
posed, with respect to the receipt by any
hospital of payment for Inpatient hospital
services in excess of the applicable limits
established by title I of the Hospital Cost
Containment Act of 1977, and with respect
to any payment made by any cost payer as
defined in section 122(e) (2) of such Act for
inpatient hospital services on a cost basls in
excess of such limits, a tax equal to 150 per-
cent of the amount of such excess, The tax
imposed by this subsection shall be paid by
the hospital or cost payer.

“(b) ExceprioN.—The tax imposed by sub-
section (a) shall not apply with respect to
any hospital so long as it is determined by
the Secretary of Health, Education, and Wel-
fare to be taking the corrective action de-
scribed In section 116(d)(2) of the Hos-
pital Cost Containment Act of 1977,

“(c) DeFInITIONS—Terms used in subsec-
tions (a) and (b) have the meanings given
them by title I of the Hospital Cost Con-
tainment Act of 1977.

“(d) ApmINISTRATION.—Under and to the
extent provided by regulations of the Secre-
tary, the appropriate provisions of subtitle F
(relating to procedure and administration)
shall be made applicable with respect to the
tax imposed by subsection (a) of this
section.”.

(b) The table of chapters for subtitle D of
such Code is amended by adding at the end
thereof the following new item:

“Chapter 45. Tax on Certain Excessive Pay-
ments for Inpatient Hospital
Bervices."”.
TITLE II—LTMITATION ON HOSPITAL
CAPITAL EXPENDITURES

Sec. 201. (a) Part A of title XV of the Pub-
lic Health Service Act is amended by adding
at the end thereof the following new section:
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“LIMITATION ON HOSPITAL CAPITAL EXPENDI-
TURES, CEILING FOR THE SUPPLY OF HOSPITAL
BEDS, AND STANDAED FOR OCCUPANCY OF
HOSPITAL BEDS

“BEc. 1504 (a) (1) Before the beginning of
the fiscal year beginning October 1, 1977, and
at least 60 days before the beginning of each
succeeding fiscal year, the Secretary shall
promulgate & sum as a hospital capital ex-
penditure limit applicable to such fiscal year.
The sum promulgated as a Hmit under the
preceding sentence for any period shall be an
amount which may not exceed $2,500,000,000.

*“(2) The Secretary shall apportion the
sum promulgated under paragraph (1) for
any fiscal year among the various States on
the basis of the population of the varlous
States; except that for any fiscal year begin-
ning more than 18 months after the date of
enactment of this section the Secretary shall
apportion the sum promulgated under para-
graph (1) for such fiscal year among the var-
ious States, taking into account the popula-
tion of the varlous States; and also taking
into account, to the extent feasible, varla-
tions among the States In the costs of con-
struction, population patterns and growth,
the need for hospital facilities and equip-
ment and for modernization of existing hos-
pital facllitles and equipment, and other
factors important to the equitable appor-
tionment of such sum.

“{b) (1) At the time the Secretary promul-
gates under subsection (a) a hospital capital
expenditure limit the Secretary shall also
promulgate for the fiscal year to which such
limit is applicable—

“(A) a natlonal celling for the supply of
hospltal beds within health service areas es-
tablished under sectlion 1511 (hereinafter in
this title referred to as the ‘supply ceiling’),
and

“(B) a national standard for the rate of
occupancy of hospital beds within such areas
(hereinafter in this title referred to as the
‘occupancy standard').

“(2) The supply ceiling promulgated for
any fiscal year under paragraph (1) (A) mnay
not exceed the ratio of 4 hospital beds per
1,000 of population; but the Secretary may
nromulgate under such paragraph a differ-
ent supply ceiling for health services areas
which have special characteristics or which
meet speclal requirements established by the
Secretary.

*(3) The occupancy standard promulgated
under parazraph (1) (B) for any fiscal year
may not be less than 80 percent; but the
Becretary may establish a different ocsupancy
standard for health service areas which have
speclal characteristlies or which meet speclal
requirements established by the Secretary.”.

(b) (1) Part C of tltle XV of the Public
Health Bervice Act Is amended by adding at
the end thereof the following new section:

“CERTIFICATE OF NEED PROGRAM

"“Sec 1527. (a) The certificate of need pro-
gram required by sectlon 1523(a)(4)(B)
ghall provide for the following:

“(1) Review and determination of need
under such program of institutional health
services, health care facilities, and health
maintenance organizations shall be made be-
fore the time such services, facllitles, and
organizations are offered or developed or sub-
stantial expenditures are undertaken In
preparation for such offering or development.

“(2) The program shall be administered in
such & manner that only those services, fa=
cllities, and organizations found to be
needed shall be offered or developed in the
State in which the program applies.

“(3) In issuing a certificate of need for any
such service, facility, or organization, the
State shall specify in the certificate the max-
imum amount of capital expenditures which
may be made for such service, facility, or or-
ganization under such certificate.

“(4) The aggregate of the maximum
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amounts of capital expenditures authorized
in a fiscal year in accordance with paragraph
(3) for hospitals may not exceed the portion
of the sum promulgated under section 1504
(a) (1) and apportioned to the State under
section 1504(a)(2) for such fiscal year, as
adjusted in accordance with this paragraph.
For any fiscal year the sum apportioned to
& State under section 1504(a) (2) shall (A)
if the aggregate of the maximum amounts
of capital expenditures authorized by the
State in the preceding fiscal year in accord-
ance with paragraph (3) for hospitals was
less than the portion of such sum so appor-
tloned to the State for such fiscal year, the
difference between each authorized maxi-
mum amounts and the sum so apportioned
shall be added to the sum so apportioned to
the State for the fiscal year following such
fiscal year, and (B) If in the fiscal year there
was a closure of a hospital (or part thereof)
through which institutional health services
found under section 1523(a)(6) to be inap-
provriate were provided, then the amount by
which the historical cost (as defined for pur-
poses of title XVIII of the Soclal Security
Act) of such hospital or part exceeds the
total amount of depreciation of such hospl-
tal or part clalmed for purposes of establish-
ing the reasonable costs of services provided
by the hospital for purposes of receiving re-
imbursement under title XVIII of the Social
Security Act shall be added to the portion
of sush sum so apportioned to the State for
such fiscal year.

“{b)(1) Under such a certificate of need
program a certificate of need may not, except
as provided in paragraph (2), be granted for
an institutional health service or health care
facility within a health service area estab-
lished under section 1511 if the development
of such service or facility under such cer-
tificate would result in a number of hospital
beds within such area which is In excess of
the applicable supply ceiling promulgated
under section 1504(b) (1) (A).

“{2) If in a health service area the num-

ber of hospital beds is In excess of the sup-
ply ceiling applicable to a fiscal year, then a
certificate of need may be granted for such a
service or facllity the development of which
would result in a number of new hospital
beds which is not more than one-half the
number of hospital beds removed perma-
nently from service in such area in such fis-
cal year.
The amount by which the number of new
hospital beds with respect to which certifi-
cates of need may be issued in a fiscal year
under the preceding sentence is less than the
number of new hospital beds with respect
to which certificates of need were issued in
such fiscal year may be added to the num-
ber of new hospital beds with respect to
which certificates of need may be issued In
the succeeding fiscal year.

“(e) (1) Under such a certificate of need
program a certificate of need may not, ex-
cept as provided in paragraph (2), be
granted for an Institutional health service
or health care facility within a health service
area if the development of such service o1
facility could reasonably be expected to pro-
duce a number of hospital beds which would
result in a hospital bed occupancy rate
within such area which is less than the ap-
plicable occupancy standard promulgated
under section 1504(b) (1) (B).

*“(2) If in any fiscal year the hospital bed
occupancy rate within a health service area
is less than the occupancy standard appli-
cable for such flscal year, then a certificate
of need may be granted for a service or fa-
cility the development of which would re-
sult in a number of new hospital beds which
is not more than one half of the number of
hospital beds removed permanently from
service in such area in such fiscal year. The
amount by which the number of new hospl-
tal beds with respect to which certificates of
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need may be issued in a fiscal year under the
preceding sentence is less than the number
of new hospital beds with respect to which
certificates of need were issued in such fiscal
year may be added to the number of new
hospital beds with respect to which certifi-
cates of need may be issued in the suc-
ceeding fiscal year.

“{d) In granting certificates of need un-
der such a program & State shall take into
account pricrities recommended by health
systems agencies within the State under
gection 1513(h).".

(2) The second sentence of section 1523
(a) (4) of the Public Health Service Act is
repealed.

(c) Section 1531 of the Public Health
Bervice Act 1s amended (1) by striking out
*For purposes of this title” and inserting in
lieu thereof, “Except as otherwise, provided
for purposes of this title”, and (2) by adding
after paragraph (5) the following new para-
graphs:

"“(6) For purposes of sections 1504 and
1527, the term ‘hospltal’, with respect to any
accounting year, means an institution (in-
cluding a distinct part of an institution
participating in the program established
under title XVIII of the Soclal Security Act)
which—

(A) satisfies paragraphs (1) and (7) of
gection 1861(e) of the Soclal Security Act,
and

(B) has an average duration of stay of 30
days or less in the preceding accounting
year,
except that for any fiscal year such term does
not include a Federal hospital or an insti-
tution which during such fiscal year derived
more than 75 percent of its inpatient care
revenues on a capitation basis, disregarding
revenues recelved under title XVIII of the
Social Security Act, from one or more health
maintenance organizations (as defined in
section 1301(a)).

“(7) For the purposes of sections 1504 and
1527, the term ‘capital expenditure’ means
an expenditure which, under generally ac-
cepted accounting principles, is not properly
chargeable as an expense of operation and
maintenance and which (A) exceeds $100,-
000, (B) changes the bed capacity of the
facility with respect to which such expendi-
ture is made, or (C) substantially changes
the services of the facllity with respect to
which such expenditure is made, except that
such term includes expenditures for ob-
taining a facility or part thereof, or equip-
ment for a facility or part, under a lease or
comparable arrangement but does not in-
clude the acquisition of an existing hospital
faclility if such acquisition does not make a
change in the services or bed capacity of
such hospital facility. For purposes of clause
(A) of the preceding sentence, the cost of
the studles, surveys, d:zsigns, plans, working
drawings, specifications, and other activi-
tles essentlal to the acquisition, improve-
ment, expansion, or replacement of the plant
and equipment with respect to which such
expenditure is made shall be included in
determining whether such expenditure ex-
ceeds $100,000. If a person makes an acqui-
sition of equipment for a hospital and do-
nates It to the hospital, the expenditure for
such acquisition shall be considered a hos-
pital capital expenditure for purposes of sec-
tions 1504 and 1527.".

(d) Section 1532(b)(2) of the Public
Health Service Act Is amended (1) by strik-
ing out "ninety days” and inserting in lieu
thereof “one year", and (2) by adding before
the period *or longer than such shorter
period from such date as the Secretary may
prescribe”,

Sec. 202. (a) (1) Section 1122 of the Soclal
Security Act is amended by adding at the
end thereof the following new subsection:

“(}) (1) Except as provided in paragraph
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(2), in determining the Federal payments to
be made under titles V, XVIII, and XIX with
respect to services furnished In a health care
facility located in a State—

“(A) which has not entered into an agree-
ment with the Becretary under this sectlon,
or

“{B) which does not have a certificate of
need program approved under title XV of the
Public Health SBervice Act,
the Secretary shall not include an amount
equal to ten times any amount which is
attributable to depreciation, interest on bor-
rowed funds, and return on equity capital
{in the case of proprietary facilities) or other
expenses related to capital expenditures after
September 30, 1877, for such health care
facility unless the Secretary has approved,
in accordance with procedures and criteria
established by the Secretary, such expendi-
tures after taking into account any recom-
mendation made by a State agency designated
under s2ction 1521 of the Public Health Serv-
ice Act. With respect to any organization
which is reimbursed on a per capita or a fixed
fee or negotiated rate basls, In determining
the Federal payments to be made under
titles V, XVIII, and XIX, the Secretary shall
exclude an amount which in his judgment is
a reasonable equivalent to the amount which
would otherwise be excluded under this sub-
section If payment were to be made on other
than a per capita or a fixed fee or negotiated
rate basis.

“(2) Paragraph (1) shall not apply with
respect to determination of Federal payments
to be made under title V, XVIII, or XIX with
respect to services furnished in a health care
facility located in a State which has a cer-
tificate of need program, approved by the
Secretary for purposes of this section, which
applies to capital expenditures for hospitals
and with resp=ct to which such capital ex-
penditures meet the requirements of sec-
tion 1527 of the Public Health Bervice Act.".

(2) Subsection (e) of such section 1122 is
amended by striking out “subeectlon (d)"
and inserting in lieu thereof “subsection (d)
or (§)".

(3) Subsection (b) of such section 1122 is
amended by inserting before the period at
the end thereof the following: *“or does not
meet any apolicable requirement of subsec-
tion (a)(4), (b), or (c¢) of section 1527 of the
Public Health Service Act”.

(4) Subsection (d) (1) of such eection 1122
is amended bv ririking out “any amount” in
the matter following subparagraph (B) of
the first sentence of such section and insert-
ing in lieu thereof “an amount equal to ten
times any amount”.

(b) The amendments made by subsection
(a) shall apply with respect to capital ex-
penditures made after Beptember 30, 1977.

SE-. 203. (a) Section 103 of the Tnternal
Revenue Code of 1954 (relating to exclusion
from gross income of interest on certain
eovernmental oblieations) is amended by re-
designating sub=ection (f) as subsection (r),
and by inserting after subsection (e) the
followine new subsection:

*(f) Obligations Supporting Increases in
Acute Care Hospital Beds.—Any oblleation
issued by a State or territory for an Iinstitu-
tlonal health service, health care facility, or
health malntenance organization—

“{1) the development of which would re-
sult in & number of hospital beds within
& health service area which number is in ex-
cess of the applicable supply celling for
such area promuleated under section 1504
(b) (1) (A) of the Public Health Service Act,
or

“(2) for which a certificate of need has
not been issued under a certificate of need
program approved under title under title XV
of the Public Health Service Act,
shall be treated as an obligation not de-
scribed In subsection (a)(1).".

(b) The amendments made by subsection
(a) shall apply with respect to taxable years
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beginning after the date of the enactment
of this Act.

Mr. KENNEDY. Mr, President, I ask
unanimous consent that the bill be re-
ferred jointly to both the Committee
on Finance and the Committee on
Human Resources.

The PRESIDING OFFICER. Without
objection, it is so ordered. The bill will
be received and appropriately referred.

Mr. HATHAWAY. Mr. President, I am
joining with the Senator from Massa~-
chusetts (Mr. Kennepy) to introduce
President Carter’s proposed Health Cost
Containment Act of 1977. This act repre-
sents the culmination of much careful
study and attention by this administra-
tion to the problem of rising hospital ex-
penditures. While I am not necessarily
convinced that the specific provisions
or overall approach of the President's
measure will successfully answer all the
questions generated by health care in-
flation, I do agree that such inflation has
reached intolerable levels and must be
curbed.

Moreover, it is clear that considerable
thought and effort went into fashioning
this measure, and it therefore represents
a good point from which Congress can
begin to consider ways to bring these in-
flationary trends under control.

An ever growing share of our GNP is
consumed by health care today. While
20 years ago only 5 percent of our GNP
was spent in the health sector, over 8.6
percent is spent for these purposes today.
Few people understand or appreciate that
this health care crisis is as serious for us
in America today as the energy crisis,
or any other crisis we face.

Just as there comes a point when the
cost of energy causes our standard of
living to decline, there comes a time when
health care costs will diminish the attain-
ment of other human needs.

Today, nearly 12 cents of every Federal
dollar goes for health care—nearly 9
cents for hospital care alone. Just as
States have had to raise taxes and cut
services to cover their skyrocketing med-
icaid costs, so the Federal Government
has had to set more money aside for hos-
pital costs, which consume 40 percent of
the Nation’s health care budget and
which have been escalating faster than
the cost-of-living for more than two
decades.

Sinee 1965, for example, the cost of an
average hospital stay climbed from less
than $300 to more than $1,300. Ameri-
cans today must work an average of more
than 1 full month of every year just to
pay for their health care, which will just
pay for their hospital costs. This is re-
flected in an average 15 to 20 percent rise
in private health insurance premiums,
And the end of the upward spiral is no-
where in sight. In calendar year 1976
the cost of a stay in a hospital increased
more than 15 percent, or 215 times the
6 percent increase in the Consumer Price
Index. The hospital cost increase even
outstripped increases in energy and food.
Based on these inflationary patterns, the
need for controlling increases in hospital
costs is clear and compelling.

The Hospital Cost Containment Act of
1977 will—

Limit the in-patient reimbursements
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of acute care hospitals, excepting new
hospitals, Federal hospitals, and Health
Maintenance Organization, HMO, hos-
pitals.

Provide an automatic formula to ad-
just the 9 percent limit for moderate
changes in expected patient load. The
formula will contain strong incentives to
discourage unnecessary hospitalization.

Include an adjustment for hospitals
which provide wage increases to their
nonsupervisory employees.

Provide an exceptions process for the
small percentage of hospitals which will
undergo extraordinary changes in pa-
tient loads or major changes in capital
eguipment and services. The bprneram
will require the Department of HEW to
respond to any application for an excep-
tion within 90 days.

Disallow in the computation of a hos-
pital’s base cost any unwarranted ex-
penditures made in anticipation of the
implementation of this program.

Allow States which operate cost con-
tainment progzrams. and are capable of
meeting the Federal program's criteria,
to continue their own regulatory ap-
proaches.

The administration maintains that
this prozram will save about $2 billion
in fiscal year 1978—over $650 million in
the Federal budeet. over $300 million
in State and local budgets. and almost
$900 million in private health insurance
and pavments by individuals. In fiscal
year 1980, total savings will exceed $5.5
billion.

As a member of both the Finance and
Human Resources Committees, to which
the administration’s provosal will be
jointly referred, I have agreed to cospon-
sor this measure because I strongly agree
with its overall gosls and obiectives.
However, T also agree with those of my
colleagues who believe we should move
only with great caution in this area, and
that in the process we should make our
own careful analysis of all the needs of
all the participants in our Nation's
health care system today.

For examvle, the problems and gues-
tions that will almost certainly need to
be addressed in the weeks and months
ahead include:

The need to provide carrots as well as
sticks in order to convince hospitals to
operate more efficiently;

The need to examine rising costs in all
kinds of health care facilities, such as
nursing homes, or intermediate care fa-
cilities, as well as in hospitals;

Tha need to differentiate among dif-
ferent tymes of hospitals, with different
needs and clienteles, so as to be able to
adiust a system of controls to each in-
dividual hospital’s unioue situation;

The need to insure that cost controls
are not achieved at the expense of meet-
ing the health care needs of the poor and
the disadvantaged;

The need carefully and critically to
examine those elements that contribute
to rising hospital costs, such as physi-
cian’s fees, hospital supply companies,
and other areas, as well as simply exam-
ing the hospital charges themselves;

The need to examine other contribut-
ing factors that may well be generated
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by the Federal Government itself, such
as increased paperwork or unrealistic re-
quirements generated by an ever-grow-
ing body of Federal regulations;

The need to insure equitable treat-
ment for all classes of salaried hospital
employees, including nurses, and to in-
sure that it does not fall to them alone
to bear the burden of supporting cost
containment; and

The need to insure that expenses com-
pletely beyond the hospital’s control,
such as energy costs, are adequately ac-
counted for in the process of containing
costs.

This is by no means an exhaustive list
of the very serious questions and prob-
lems we will confront in attempting to
enact an effective, equitable cost con-
tainment proposal into law. Yet, I am
convinced that we can obtain such a law,
and I believe the President's proposed
legislation is an excellent starting point
for congressional consideration of this
profound and significant national prob-
lem.

By Mr. RIBICOFF (for himself,
Mr, HareEaway, and Mr. Ken-
NEDY) !

S. 1392. A bill to strengthen and im-
prove the early and periodic screening,
diagnosis, and treatment program and
for other purposes; to the Committee on
Finance.

Mr. RIBICOFF, Mr. President, I am
pleased to introduce the administra-
tion’s new child health assessment pro-
gram.

This initiative will expand and im-
prove the existing early periodic screen-
ing, diagnosis, and treatment program.
It is important. Poor children have a
greater number of illnesses than other
children. They lose more days from
school, and they have less access to a
doctor’s care. Discovery and treatment
of these health problems at an early age
improves a child’s chance of having a
productive adulthood.

We all recognize the importance of
preventive health care for young chil-
dren. However, implementation of the
early and periodic screening, diagnosis,
and treatment program has been incred-
ibly slow. The program became law in
January 1968. It took the Devartment of
Health, Education, and Welfare 3 years
to issue regulations. Today only about 2
million of the 12 million children eligible
for medicaid are screened. Twenty-two
percent of those found to need treat-
ment do not get it. And the program
competely ignores approximately 700,-
000 children under 6 who are poor but
ineligible for medicaid.

This new child health assessment pro-
gram strengthens our efforts to screen
and to treat children. It extends medic-
aid eligibility to children under 6 whose
families meet the income requirements
for medicaid but do not meet other State
eligibility requirements.

Most of these children are in intact
families. All of these children will now be
eligible for medicaid and for screening,
diagnostic, and treatment services. Im-
munization against childhood diseases
will also be provided.
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The quality of care will be improved
by phasing in a requirement that as-
sessments be performed by centers or
physicians capable of delivering treat-
ment.

The child health assessment program
includes regularly scheduled health as-
sessments and treatments for conditions
and nroblems diagnosed.

These imoroved State services will be
made possible through an increase in the
Federal matching rate for the program.
The matching rate for assessment and
treatment of children will increase from
an average of 55 percent to an average of
over 75 percent. States which meet per-
formance standards will also have their
Federal matching ravment for medicaid
administration costs increased.

The administratinn estimates that this
program will cost $180 million in the next
fiscal vear. This is a tinv sum in comnar-
ison to the overall medicaid budeet. This
money is an investment in our fufure. It
gives us a chance tn offer noor children
a healthy and productive life.

Mr. President, I ask unsnimous con-
sent that a summary of this bill and a
breakdown of the costs be rrinted imme-
diately following my remarks.

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

SECTION-BY-SECTION SUMMARY

The first sectlon of the draft bill would
provide the short title of the Act—the “Child
Health Assessment Act”.

Section 2 of the draft bill would provide
the purposes of the Act—to expand the avall-
ability of bealth care to financially needy
children, to improve the quality of such care,
and to increase immunization levels of chil-
dren.

Section 3 of the draft bill would amend
section 1902(a) (13) of the Soclal Security
Act by adding two new subparagraphs to the
Medicald State plan requirements. The first
would require that, effective October 1, 1977,
all children under the age of six who are
members of familles who meet the income
and resources eligibility requirements in
each State for ald to familles with depend-
ent children (AFDC) be eligible under the
State plan for the program currently referred
to as early and periodic screening, diagnosis,
and treatment (EPSDT). Other provisions in
the draft bill are designed to improve the
quality of care under this program and
would modify the terms used to describe
the program. Currently, the federal law re-
quires that the EPSDT program and Medic-
ald be made available only to recipients of
federal categorical cash assistance, although
States may, at their oontion, make eligible
for Medicald and EPSDT other children un-
der 21 whose families are within the federal
income limitations for Medicald.

The second new paragraph which would
be added to the State plan requirements by
section 3 of the draft bill would require each
State to make avallable to any assessed
child—whetrer the child was assessed as re-
guired by federal law or at the option of the
State—all medical care and services for
which federal financial participation under
Medirald is avallable, other than those for
the treatment of mental illness, mental re-
tardation, developmental disabilitles and
dental problems not discovered during an
assessment. Currently, services which are re-
quired to be provided dre specified In repula-
tions and are limited to services each State,
already makes available under its Medicald




April 26, 1977

plan, as well as services for the treatment of
vision, hearing, and certain dental problems.

Bectlon 4(a) of the draft blll would amend
sectlon 1902(a) (10) of the Soclal Securlty
Act to require that States make eligible for
Medicald all children under the age of six
who are members of familles Who meet the
income and resources eligibility requirements
for AFDC In each State. .

Sectlon 4(bh) of the draft bill would make
conforming changes in title XTX of the Soclal
Security Act to make clear that child health
assessments and follow-up services provided
as a result of amendments contained in the
draft bill are not thereby to be required to
be provided to individuals not meeting the
appropriate age requirements.

Section 6 of the draft blll would add a
new sectlon to title XIX of the Social Securi~
ty Act. That section describes the child health
assessment program which would be required
by the law. The program would be avallable
to AFDC reciplents under 21 (as under cur-
rent law), certain income eligible children
under 6 as previously described (currently
optional In each State), and other income
eligible children under 21 at each State's
option. The section would require each health
care provider in the program to enter into
an agreement with the State Medicald agency
to (1) perform periodic health assessments
as required by regulations of the Secretary,
(2) assume over the next three years grad-
ually Increasing responsibility for the pro-
vision of a minimal range of diagnostic and
treatment services as required by regulations
of the Secretary so that (except In areas
where the Secretary grants a waiver) diag-
nostic and treatment services will be provided
directly at the end of the three year period;
(3) refer children for other appropriate serv-
ices; (4) take responsibility for case man-
agement; (5) be avallable to meet the con-
tinuing health needs of assessed children;
and (6) make reports required by the State
or Secretary. The new sectlon 1912 would
also make eligible for continued Medicald
services for a perlod of slx months any child
who has been assessed but whose family in-
come has Increased, or who has become In-
eligible for AFDC, and would thereby other-
wise become ineligible for Medlcald.

Section 6 of the draft bill would add an ad-
ditional State plan requirement that States
encourage participation by physicians and
health care centers in the child health assess-
ment program. It also would require appro-
priate coordination among relevant State and
local agencies and arrangements for the pro-
vision of appropriate support services.

Section T(a) of the draft bill would pro-
vide for increased federal financial particl-
pation In the cost of health assesments and
all related or follow-up care and services
provided to assessed children. Currently, the
federal share of the cost of such care is the
“medical assistance percentage” for each
State. The range of that percentage is be-
tween 50 percent and 78 percent (and aver-
ages 56 percent). Section 7 would Increase
the percentage for purposes of the child
health assessment program to the average
of the current medical assistance percentage
in each State and 90 percent or to 75 per-
cent, whichever is greater.

Section T(b) of the draft bill would pro-
vide a fiscal sanction for any State which
falls to meet certaln program standards
specified in the bill. The sanction would be &
reduction by 20 percent of the amount pay-
able to a State for administration of the
Medicald program. Currently the reduction
Is one percent of federal financial participa-
tion in a State'’s AFDC costs, Other changes
in the fiscal reduction provision are that it
would be applied only with resoect to fiscal
quarters after a State is notified of a short-
coming (currently the sanction applies ret-
roactively as well) and that the Secretary
could postpone any reduction for up to six
months to permit a State to correct its pro-
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gram. The amendment also would allow the
Secretary to set by regulation the standards
of performance a State must attaln.

Section T(b) would also provide a financlal
bonus to any State meeting the standards
of good performance which the BSecretary
would specify in regulations. The bonus
would be an increase from 50 to 756 percent
in federal reimbursement for general State
administrative costs for Medicald.

Sectlon 8 contalns three conforming
amendments. One would repeal, effective
with respect to fiscal quarters after Septem-
ber 30, 1977, the current financial sanction
applicable to the AFDC program. The others
would modify the terms currently used in
title XIX to refer to the child health pro-
gram and would provide for the transition
into the revised program of children cur-
rently being served under LPSDT.

Fiscal year 1978 costs—Child health assess-
ment program
[In millions]

Expanded coverage for currently eligible

children . P
Extending care to poor children not

currently eligible 48
Guaranteeing eligibility for treatment

for at least 6 months after screen-

860

gt 27

Increased administrative expenses 20

Additional or expanded resources (espe-
clally rural health centers

Mr. HATHAWAY. Mr. President, with
increasing public and private concern
over escalating health care costs and the
administration’s stated commitment to
a national health policy, it becomes in-
cumbent upon us to find more effective
means of promoting and maintaining
health. And at least on its face, no in-
vestment of public resources is better
spent than on the prevention, early de-
tection and treatment of disease and
disability in children. Whether one
couches the decision in the rhetoric of
cost-benefit ratios and life-years or in
the humanistic phrases of equality, ac-
cess, quility of care and the right to
health, the allocation of public moneys
for the detection of illness in poor chil-
dren and its followup is money wel! spent.
The Child Health Assessment Act of
1977 wou'd do this through improving
the EPSDT program by reaching more
poor children with more comprehensive,
continuing primary and preventive
health health care.

When the Social Security Act was
amended by Public Law 92-603, it was
hoped that the early periodic prevention,
screening detection, and treatment pro-
gram would reach all eligible children in
need. These hopes were not fully realized.

Current efforts to improve health serv-
ices for poor children are clearly inade-
auate. The major existing program seeks
to provide health screening and treat-
ment for medicaid-eligible children.

EPSDT reaches only 30 percent of the
12 million children currently eligible for
medicaid.

Approximately 22 percent of the chil-
dren screened under EPSDT and found
to need treatment do not get the serv-
ice required.

The program does not reach an esti-
mated 700,000 children under 6 who are
in families whose income meets State
financial re~uirements for medicaid but
whose family structure—the father is
present, for example—makes them in-
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eligible for medicaid. States now have
the option of covering children in such
families under medicaid, but only 16
States now do so. I am pleased to say my
own State of Maine is one of those that
does cover these children.

Even now, over a decade after medic-
aid and 5 years after the passage of the
law setting up the EPSDT program, chil-
dren do not receive adequate and con-
tinuous health care.

Poor children are likely to have twice
as many hospital days as children with
adequate income.

They lose more days from school.

They are bedridden more days.

They have more chronic diseases.

They have less access to a regular
source of physician’'s care.

The proposed new child health assess-
ment program—CHAP—would substan-
tially strengthen the existing program
by:

Requiring States to provide medicaid
and EPSDT services to the estimated
700,000 poor children under 6 whose fam-
ily structure makes them ineligible for
medicaid.

Providing an incentive to States to
improve their current service to all poor
children by increasing the Federal med-
icaid matching rate for all assessment
performed for currently eligible children
by the States, all such assessment for
new children who will not be eligible for
the program, and for all ambulatory—
nonhospital—medical care required by
children who have been assessed. The
new Federal match will average over T5
percent of the cost of providing these
services, as opposed to the current na-
tionwide average Federal share of 55
percent of all services.

Providing net fiscal relief to the States
of some $18 million in fiscal year 1978.
The increase in the Federal match will
more than offset the higher costs to
States of serving more children.

Improving the quality of care for chil-
dren assessed under this program by
gradually phasing in over the next 3
years the requirement that assessments
be performed through comprehensive
health care centers or primary care phy-
siclans capable of delivering necessary
followup diagnosis and treatment.

Requiring that all children reached by
this program be immunized against
childhood diseases.

Providing additional incentives to
States to meet certain goals and stand-
ards by increasing the Federal matching
payments from 50 to 75 percent for all
medicaid administrative expenses in
States which meet such goals while as-
sessing a penalty against the Federal
share of medicaid administrative costs
for failure to meet certain standards
under the current law.

The essential features of this legisla-
tion are:

First. Medicaid eligibility is extended
to children under 6 years old whose fam-
ilies meet the State’s income test for
AFDC or medizally needy, but do not
meet the family characteristic require-
ments. Thus, children in two-parent
families and working parent families be-
come eligible.

Second. The Federal matching rate
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will be increased to cover health assess-
ments and all ambulatory treatment to
assessed children. The higher rate will
be one-half of the distance between the
State’s current matching rate and 90 per-
cent, but not less than 75 percent. The
current average is 55 percent; the new
average is 75 percent.

Third. When a child has been assessed,
eligibility for medical care continues for
6 months after AFDC or medically needy
status terminates.

Fourth. The States will be required to
provide treatment for all conditions
found in the assessment, with limitations
on mental illness, mental retardation, de-
velopmental disabilities, and dental care.

Fifth., A fund of $23 million will be
provided to establish, expand or improve
agencies which can provide assessment
and needed diagnosis and ambulatory
treatment.

Sixth. A major aim of the modified
program is to encourage States to enroll
children with health care providers—
physicians or health centers—who will
render preventive and continuing care.
After 3 years, reimbursement will not be
provided to agencies which can perform
only the screening and cannot render
the needed follow-up treatment.

Seventh. States which meet perform-
ance standards will receive 75 percent
reimbursement for medicaid administra-
tive costs. States which fail to meet proc-
ess standards will have their Federal re-
imbursement for administrative expenses
reduced.

The savings to States will be $18 mil-
lion, while the cost to the Federal Gov-
ernment will be $180 million. In the long
run. this could prove an excellent invest-
ment in health capacity and the develop-
ment of a continuum of care.

Mr. KENNEDY. Mr. President, I am
pleased to join today with my good friend
and colleague, Senator RisicorF, in in-
troducing the administration’s legislation
that will expand and improve the avail-
ability of health care for poor children,
the Child Health Assessment Act of 1977.

For too long we have been spending
many billions of dollars on curative
medicine when some of these resources
could be better allocated to preventive
medicine.

In many respects the children of the
desperately poor are the individuals who
can benefit the most, and benefit society
the most, from efforts designed to pre-
vent the crippling and disabling diseases,
which may otherwise afflict them.

In the last decade, the percentage of
children 1 to 4 years old immunized
against polio has dropped from 84 per-
cent to 60 percent. Other diseases tragi-
cally show similar trends. The major ex-
isting health program for poor children,
entitled early and periodic screening,
diagnosis and treatment—EPSDT—has
reached only 30 percent of the 12 million
children currently eligible for medicaid.
Almost a quarter of the children origi-
nally screened under the EPSDT pro-
gram failed to get the treatment or serv-
ices they needed, and the program never
reached the over half-a-million children
under 6 who are in poor families not
categorically eligible for medicaid.

Mr. President, the new child health as-
sessment program—CHAP—introduced
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today will go a long way toward im-
proving health care for many children.
It will expand the number of children
eligible for federally supported health
care and will provide financial incentives
to States to improve their current serv-
ices to all poor children by increasing
the Federal medicaid matching rate.

Mr. President, the program will in-
clude a uniform health assessment, in-
cluding hearing and vision tests, and will
insure that any disease detected is ade-
quately treated. A uniform schedule for
assessment at specific ages would be es-
tablished, and it would be required that
all children reached by the program be
immunized against childhood diseases.

The Neighborhood Health Centers
have played an important role in deliver-
ing comprehensive health services to
children. This bill will expand the funds
available for these centers.

Mr. President, as chairman of the Sen-
ate Subcommittee on Health and Scien-
tific Research, I hope the Congress will
take early and positive action on this
important legislation.

By Mr. BAYH:

S. 1393. A bill to authorize actions by
the Attorney General to redress depriva-
tions of constitutional and other fed-
erally protected rights of institutional-
ized persons; to the Committee on the
Judiciary.

Mr. BAYH. Mr. President, today I am
introducing legislation designed to give
statutory authority to the Justice De-
partment to initiate suit to enforee con-
stitutional and other federally guaran-
teed rights of institutionalized persons.
This legislation codifies the authority ex-
ercised by the Deparment in the past to
intervene in and to initiate civil actions
on behalf of persons confined to mental
hospitals, prisons, mental retardation fa-
cilities, reformatories for juvenile delin-
quents, facilities for emotionally dis-
turbed children, and nursing homes.

The Institutionalized are uniquely un-
able to assert their own rights, Whether
for lack of intellectual or emotional ca-
pacity to aid in fheir own lawsuit, or
merely for lack of funds to finance the
extensive discovery necessary to docu-
ment widespread abuses in large institu-
tions, such persons cannot hope to pre-
sent their cases effectively before a court
of law. Recognizing this, the Justice De-
partment has, during the past decade,
brought a number of actions against
State institutions, successfully docu-
menting widespread deprivations of resi-
dents’ constitutional and Federal rights,
and compelling State officials to upgrade
condétions of confinement and treat-
ment.

Two recent Federal court decisions
however, now threaten to halt the De-
partment’s litigation program. In U.S. v.
Solomon, 419 F. Supp. 358 (D. Md. 1976)
and U.S. v. Matison, D. Mont., C.A. No.
74-138, Sept. 28, 1976, district court
judges in Maryland and Montana ruled
that, absent specific statutory authority,
the Executive lacks standing to sue on
behalf of the institutionalized. Only by
codifying the Department’s authority to
assert the rights of such persons can
Congress insure that the constitutional
and Federal rights of those least able to
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protect themselves will be guaranteed
vindication.
I. BACKGROUND—CONDITIONS IN INSTITUTIONS

A brief look at the cases brought on
behalf of the institutionalized will high-
light the need for continued participa-
tion by the Justice Department. In 1871,
a case arising in the Federal district
court in Alabamia brought to the atten-
tion of the lay and legal communities
alike the appalling conditions prevalent
in State institutions designed to house
and allegedly rehabilitate the mentally
ill. In that landmark case, Wyail v.
Stickney, 325 F. Supp. 781 (M.D. Ala.
1971), 334 F. Supp. 1341 (1971), 344 F.
Supp. 373 (1972), 344 F.Supp. 387 (1972),
aff'd sub nom. Wyait v. Aderholt, 503
F. 2d 1305 (6th Cir. 1974), the Justice
Department was instrumental in devel-
oping a record of institutionwide abuses
to which inmates of mental hospitals
were being subjected. Retarded persons
were tied to their beds at night and con-
fined to strait jackets for years in the
absence of sufficient staff to care for
them.

To avoid additional cleanup work for
staff, inmates were denied access to toilet
paper and in lieu of proper sanitary
maintenance, were required to walk
naked—like vehicles in a car wash—
through intersecting streams of water;
the atrocities resulting from misuse of
of hoses by institution inmates and in-
adequate regulation of water tempera-
ture were documented in all too graphic
detail in the reported decisions. Wyait v.
Aderholt, 503 F. 2d 1305, 1310-11 (5th
Cir. 1974).

Evidence of insect infestation was
found in the kitchen and dining rooms,
while the less than 50 cents per patient
per day spent on food resulted in meals
“coming closer to punishment by starva-
tion than nutrition.” Wuyatt v. Aderholt,
503 F. 2d at 1310. At one institution, in-
adequate staff, insufficient supervision,
and uncontrolled brutality of other in-
mates resulted in the deaths of four
residents. Wyatt v. Aderholt, 503 F. 2d
at 1311.

Later cases revealed no less appalling
conditions in the State’s prisons. Just
last year a Federal district court found
in one State facility “as many as six
inmates packed in 4-foot by 8-foot cells
with no beds, no lights, no running water,
and a hole in the floor for a toilet which
could only be flushed from the outside.”
Puoh v. Locke, 406 F. Supp. 318, 327
(M.D. Ala. 1876).

The conditions in Alabama's institu-
tions were by no means exceptional. In
New York’s Willowbrook State Develop-
mental Center, the largest mental retar-
dation facility in the country, residents
were subjected to massive overdrugging
to compensate for inadecuate staff su-
pervision. Unsanitary conditions resulted
in an outbreak of hepatitis affecting 100
percent of the patients. New York Asso-
ciation for Retarded Children v. Rocke-
feller, 357 F.Supp. 752 (E.D. N.Y¥. 1973);
sub nom. NYARC v, Carey, 383 F. Supp.
715 (1975).

In the course of litigation brought to
correct abuses in Texas’ juvenile reform-
atories, a Federal court found the State
juvenile system rampant with officially
sanctioned brutality, including beatings,
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tear gasings, and placement in homo-
sexual dormitories as a form of punish-
ment. Morales v. Turman, 364 F.Supp.
166 (E.D. Texas 1973); 383 F.Supp. 53,
T0-87 (1974); rev'’d on procedural
grounds, 535 F.2d 864 (5th Cir. 1976).

II. THE ROLE OF THE JUSTICE DEPARTMENT

If there is a bright side to this dismal
picture, it is that in all of the cases I have
referred to, the Justice Department’s ef-
forts succeeded in securing relief for the
residents of the institutions in question.
Judge Johnson, who initially ordered the
Department to appear as amicus curige
in Wyatt, was sufficiently impressed to
commend government lawyers for hav-
ing “performed exemplary service for
which this court is indeed grateful.”
Wyatt v. Stickney, 344 F.Supp. at 375,
n.3.

Following Wyatt and other cases in
which the Department participated, a
number of States adopted statutes pro-
viding a right to treatment for mentally
ill institutionalized persons, and a series
of Federal court cases further substan-
tiated a constitutional right to such
treatment. The Department of Health,
Education, and Welfare followed suit by
adopting many of the standards first
enunciated in Wyatt as conditions for
participation in federally funded pro-
grams of care for the mentally handi-
capped. See 45 CFR 249.13 (1974).

Public attention was brought to the
efforts of the Justice Department as writ-
ers in nationally distributed periodicals
commented favorably on the Depart-
ment’s litigation program. (See, eg.
Herr, Civil Rights, Uncivil Asylums and
the Retarded, 43 Cmnv. L. REv. 679, T79
(1974) ; Wald & Schwartz, Trying a Ju~
venile Right to Treatment Suit: Pointers
and Pitfalls for Plaintiffs, 12 AMERICAN
CriM. L. REv. 125, 153 (1974); Wooden,
WEEPING IN THE PLAYTIME OF OTHERS, Ch.
I, McGraw-Hill (1976); Velie, Is Any-
body Watching? READERS DIGEST, page
114 (March 1976).) By late last year, the
Department was involved in approxi-
mately 20 cases concerning the rights of
institutionalized persons, including the
mentally ill and retarded, juvenile delin-
quents, dependent and neglected chil-
dren, the aged, and the chronically physi-
cally ill,

III. THE SOLOMON AND MATTSON DECISIONS

The first serious setback to these efforts
came last year, when a Federal district
court in Maryland dismissed a suit
brought by the Justice Department con-
cerning the conditions at the Rosewood
State Hospital for the mentally re-
tarded. In U.S. v. Solomon, 419 F, Supp.
358 (D. Md. 1976), the court held that
the Justice Department lacked inherent
or common law authority to sue to en-
force constitutional and Federal rights of
hospital inmates. Following the Solomon
decision, a Federal district court in Mon-
tana dismissed another suit initiated by
the Department challenging conditions
in a State mental retardation hospital,
again declaring that, absent express stat-
utory authority, the Department lacked
standing to sue. U.S. v. Matison, D. Mon-
tana, C.A. No. T74-138, September 28,
1976.
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The impact of these two cases on the
Justice Department’s litigation program
on behalf of the institutionalized cannot
be overstated. Louis M. Thrasher, Direc-
tor of Special Litigation in the Civil
Rights Division, has stated that with the
Solomon and Mattson decisions out-
standing,

There will be substantial gquestion in the
minds of potential defendants as to whether
or not there is any federal agency that can
proceed to enforce such rights. Moreover,
given the present status, defendants will con-
tinue to file motions to dismiss our lawsuits
which will of course have a delaylng effect.

Letter to Senator Frank E. Moss,
chairman, Senate Subcommittee on
Long-term Care, September 23, 1976.

Though appeals have been filed in both
cases, their outcome is not dispositive of
the need for the legislation I propose to-
day. The Justice Department has made
clear that regardless of the result of
those two cases on appeal, the need for
authorizing legislation is immediate and
unconditional. In the words of Mr.
Thrasher,

There can be no doubt that a statute spe-
cifically authorizing the Attorney General to
bring such suits would have a beneficlal
effect upon the willingness of state and local
governments to take actlon to protect the
rights of our mentally handicapped (and
other institutlionalized) persons. . . . It is
clear that statufory authority would assist
in ensuring a sustalned and orderly effort
to ensure that the Constitution protects all
of our citizens. (Id.).

IV. EFFECT OF LEGISLATION

As the following section-by-section
analvsis demonstrates, this bill creates
no new substantive rights, nor does it
open the doors of the Federal courthouse
tfo a new class of litlzants. Under the
standards I have proposed, the authority
of the Department to bring suit on behalf
of the institutionalized is limited to cases
allezing widespread deprivations of con-
stitutional and Federal rights, and thus
poses no threat to state officials of re-
peated Federal intervention on behalf of
individuzals alleging isolated instances of
abuse. In fact, by clarifving once and for
all the authority of the Department to
participate in suits to redress systematic
ongoing violations of institutionalized
persons’ rights, this legislation will min-
imize proliferation of separate suits by
individual litigants.

V. SUPPORT FOR LEGISLATION

Mr. President, the need for this legis-~
lation has already been recognized. H.R.
2439, a bill substantially similar to the
one I am proposing, was introduced in
the House earlier this session by Rep-
resentative KasTenmEeIErR, and the Jus-
tice Department will be appearing later
this week to testify on it. The American
Bar Association’s House of Delegates,
following a recommendation of its Com-
mission on Correctional Facilities and
Commission on the Mentally Disabled,
adopted a resolution in support of simi-
lar legislation introduced last session,
and can be expected to lend its support
to this proposal. Numerous organizations
working on behalf of institutionalized
persons have Indicated interest in and
support for such legislation. It is now
the responsibility of Congress to recog-
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nize and act upon this acknowledged
need.
VI. CONCLUSION

The struggle to secure the rights of
the institutionalized has been called the
last great frontier in civil rights litiga-
tion. Whether the guarantees of the
Constitution and Federal laws become
reality for the thousands of institu-
tionalized persons throughout the coun-
try depends on Congress’ willingness to
provide an effective enforcement mecha-
nism for securing those guarantees, The
Justice Department stands ready to
commit its resources to the task; the
Constitution and laws of this land de-
mand no less,

Mr. President, I ask unanimous con-
sent to print in the ReEcorp the text of
the proposed law and a section-by-sec-
tion analysis.

There being no objection, the mate-
rial was ordered to be printed in the
REecorn, as follows:

8. 1393

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled,

SecTION 1. Whenever the Attorney General
has reasonable cause to belleve that a State
or its agent is subjecting persons confined
in an Institution, as defined in Section 4, to
conditions which deprive them of any rights,
privileges, or immunities secured by the Con-
stitution or laws of the United States, and
that such deprivation is pursuant to a pat-
tern or practice of resistance to the full en-
joyment of such rights, privileges, or immu-
nities, the Attorney General is authorized to
institute a civil action for or in the name of
the United States In any appropriate district
court of the United States agalnst such party
or parties for such rellef as he deems neces-
sary to Insure the full enjoyment of such
rights, privileges, or immunities. The district
courts shall exercise such jurisdiction with-
out regard to whether the aggrieved party
or parties shall have exhausted any adminis-
trative or other remedies provided by law.
Whenever, in a proceeding instituted under
this Section, any official of a State or subdi-
vislon thereof is alleged to have committed
any act or practice subjecting persons con-
fined in an Institution to the deprivation of
any rights, privileges, or immunities secured
by the Constitution or laws, the act or prac-
tice shall also be deemed that of the State
and the State may be jolned as a party de-
fendant. If, prior to the institution of such
proceeding, such official has resigned or has
been relieved of his office and no successor
has assumed such office, the proceeding may
be instituted against the State.

Sec. 2. Prior to the institution of a suilt
under Section 1, the Attorney General shall
certify that he has notified appropriate offi-
cials of the institution of the alleged deprl-
vations of rights, privileges, or Immunities
secured by the Constltution or laws of the
United States, that following such notifica-
tion he is satisfled that the Institution of
an action will materially further the vindica=
tion of such rights, privileges, or immunities,
and that such a sult by the United States is
in the public interest.

Sec. 3. Whenever an action has been com-

- menced In any court of the United States

seeking rellef from conditions which deprive
persons confined in institutions of any rights,
privileges, or immunities secured by the
Constitution or laws of the United States,
the Attorney General for or in the name of
the United States may intervene in such ac-
tion upon timely application if the Attorney
General certifies that the case is of general
public importance. In such case, the United
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States shall be entitled to the same rellef as
if it had instituted the action.

Sec. 4. As used In this Act, “fnstitution”
means—

(1) any treatment facility for mentally ill,
disabled, or retarded persons;

(2) any facility for the chronically physi-
cally 111 or handicapped;

(3) any nursing home;

(4) any jall, prison or other correctional
facllity, or any pretrial detention facility; or

(6) any facility in which juvenlles are held
awalting trial or in which juveniles have been
placed for purposes of recelving rehabilitative
care or treatment or for any other state pur-
pose.

SECTION-BY-SECTION ANALYSIS

Section 1 of the bill, modeled after a slmi-
lar provision In Title IT of the Civil Rights
Act of 1964, 42 U.S.C. 2000a-5, empowers the
Attorney General to initiate suit for or in
the name of the United States to enforce
constitutional and other federally guaranteed
rights of institutionalized persons whenever
he has reasonaple cause to belleve that &
State or its agent is subjecting institution-
alized persons to a systematic deprivation
of such rights. The requirement that the
Attorney General have cause to belleve the
deprivations are pursuant to a pattern or
practice of resistance to the full enjoyment
of such rights is designed to limit actions
initiated under this section to cases involv-
ing widespread abuses of institutionalized
persons' federally guaranteed rights.

The section glves the federal district courts
original jurisdiction over such sults and spe~
cifically provides that the aggrieved party
or partles need not have exhausted other
remedies before invoking the jurisdiction
of the federal court, A similar provision ap-
pears in a subsection of the Civil Rights Act
of 1957, 42 U.8.C. 1971(d). Since private par-
ties suing to enforce constitutional and fed-
eral rights under 42 U.S.C. 1983 are not re-
auired to exhaust state remedies, Monroe v.
Pape, 365 U.S, 167, 81 S.Ct. 473 (1961), there
is no reason to require the United States to
do so.

The sectlon further provides that where
the person or persons allegedly responsible
for the unlawful deprivation is an official of
the State, the State may be made a party
defendant in a proceeding initlated under
this section. This provision is modeled after
a similar subsection of Title VI of the Civil
Richts Act of 1960, 42 U.S.C. 19Ti(c), en-
acted pursuant to the enforcement clause
of the fifteenth amendment and upheld as
a proper exercise of Congress’ enforcement
powers under Section 2 of that amendment.
U.S. v. State of Mississippi, 380 U.S. 128
(1965) . The analogous enabling clause of the
fourteenth amendment, Section 5, provides
corresponding authority for this provision.

Section 2 requires the Attorney General,
before initiating suit, to notify state officials
of the alleged grievances which the proposed
action seeks to redress. It further requires
him to determine that the action will ma-
terially further the vindication of these con-
situtional or federal rights sought to be
enforced. This requirement presupposes a de-
termination by the Attorney General that,
abzent such actlon, the State or its officlals
canhot reasonably be expected to remedy
the alleged violations. Finally, the Section
requires the Attorney General to find that
the proposed action is in the public interest.
This too insures that actions initiated by the
United States will be limited to those de-
signed to redress widespread—as opposed
to isolated—violalions of Iinstitutionalized
persons’ rights,

Section 3 provides for intervention by the
Attorney General in any action initiated by
another party or parties seeking to vindicate
constitutional or federal rights of institu-
tionallzed persons, provided the Attorney
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General certifies that the case Is of general
public importance. As provided In Section 3,
this requirement again limits intervention
by the United States to actlons involving
potentlally broad-ranging relief, The Attor-
ney General may request and receive the
same rellef as if the action had been ini-
tlated under Sectlon 1.

Sectlon 4 of the bill defines the term
“institution.” This definition is intended to
encompass all faclilities in which prisoners,
pretrial detainees, juvenliles, the mentally 11,
the mentally retarded, the physically handi-
capped, and the aged reside.

By Mr. NELSON:

S. 1394, A bill to amend the Arms Ex-
port Control Act to require the Presi-
dent to provide certain information to
the Congress with respect to any pro-
posed major arms sales to a country
which is not a member of the North At-
lantic Treaty Organization and to pro-
vide the Congress with 30 days of con-
tinuous session in which to disapprove
proposed arms sales; to the Committee
on Foreign Relations.

S. 1395. A bill to amend the Arms Ex-
port Control Act to provide the Congress
with an opportunity to disapprove pro-
posed transfers from the recipient coun-
try to another country of defense articles
or related training or other defense serv-
ices supplied by the United States; to the
Committee on Foreign Relations.

ARMS BALES

Mr. NELSON. Mr. President, the two
bills which I am submitting today are
designed to fill several loopholes in the
present reporting requirements of the
Arms Export Control Act. Together,
they: First, give Congress a longer period
of time to review thoroughly arms sales
proposals made by the executive branch;
second, provide Congress automatically
with more information upon which it
can base better analyses of arms sales
propesals; and third give Congress veto
authority over third country transfers of
arms produced by the United States.

I have previously introduced legisla-
tion to bring about all three of these ob-
jectives in earlier Congresses. Identical
legislation has also been introduced in
this—the 95th Congress—by Congress-
man Sorarz and 39 cosponsors.

It is now only too well documented
that the United States is the world’s
leader in selling arms abroad. From
1966 to 1975, this country sold $34.9 bil-
lion worth of armaments to other coun-
tries, or more than the rest of the world’s
major suppliers combined. In the last
fiscal year alone, the United Siates
agreed to sell abroad military equipment
and weapons worth over $14 billion.

TRENDS

The trends are disturbing. We have
witnessed over the last several years an
alarming growth in the volume of mili-
tary equipment and arms sold abroad by
the United States. As recently as 1970,
our entire foreign military sales program
accounted for less than $1 billion worth
of equipment and weapons, this in stark
contrast to last year’s total, which rep-
resents nearly 14 percent of the dollar
value of all U.S. foreign military sales in
the last quarter century.
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There has also been a dramatic change
in the identity of those receiving our
arms largesse. A program originally de-
signed to assist major NATO Allies has
become the chief means by which many
nations of the so-called Third World
acquire weapons. The developing coun-
tries bought over half—53 percent—their
weapons from the United States during
1966-75. Our share of this market totaled
$217.5 billion. This included 96 percent of
their imports of air-to-surface and air-
to-air missiles. More than half of our
foreign military cash sales in recent
years have been made to nations of the
newly oil-rich Persian Gulf and Mideast.
By fueling local arms races, the United
States advances the potential for the
creation or exacerbation of regional ten-
sions and conflicts, which in turn in-
crease the likelihood of major-power
confrontation.

In addition, the United States is sell-
ing increasingly destructive and sophisti-
cated military equipment. In contrast to
the days when the United States drew
only on surplus stocks for foreign mili-
tary sales, we now sell some of our most
advanced missiles, warplanes, and elec-
tronic gear. This policy has deleterious
eTects on our own armed services readi-
ness as well as our overall national secu-
rity. With the move away from U.S.
military aid and toward payment by the
recipient country for its arms, the re-
cipients are more often demanding—and
receiving—our most sophisticated arma-
ments off the same assembly line that
supplies our own forces, and sometimes
before we are fully supplied. Foreign or-
ders for highly advanced weaponry are
made even before we proceed to their
full-scale production. Maintenance of
our technological superiority is threat-
ened by such concurrent sales of ad-
vanced weaponry. This is especially so
when sales are made to unstable regimes,
whose successors may not be friendly to
the United States, or when such equip-
ment falls into hostile hands in a re-
gional conflict.

Mr. President, in 1973 I first intro-
duced legislation giving Congress a voice
in controlling the burgeoning U.S. arms
trade. Passed by Congress in 1874 and
enacted in 1975, this measure gave Con-
gress the opportunity to consider—and
if necessary, reiect—any proposed for-
eign military sale of $25 million or more
by concurrent resolutions of each House.
Strengthened in 1976 with passage of the
Arms Export Control Act (Public Law
94-329), congressional review now ex-
tends to the pronosed sale of any maior
defense ecuioment or arms over $7 mil-
lion. Congressional oversight has been
further improved by the addition of more
strineent rerorting reauirements. There
remain obstacles, however. to the estab-
lishment of a truly comvrehensive con-
gressional oversight capability with re-
gard to U.S. foreign military sales policy.
It is with the intention of removing some
of these barriers that I introduce this
legislation.

PROVIDING CONGRESS ADEQUATE TIME TO
CONSIDER ARMS SALES PROPOSALS

Existing law is based on an amendment

which I offered and which was included
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as part of the Foreign Assistance Act of
1974—Public Law 93-559—under which
the President is required to submit to
Congress any proposed foreign military
sale in excess of $25 million. According
to the provision finally adopted by the
conference committee and by both
Houses in 1974, the Congress had a pe-
riod of 20 calendar days in which to vetc
the proposed sale by the passage by both
the Senate and the House of a concurrent
resolution of disapproval.

Last Congress, I introduced an amend-
ment which was essentially the same as
the one I am introducing today. Final
congressional action on that legislation
resulted in extending the period of con-
gressional review to 30 calendar days. It
seems to me, however, that Congress still
requires greater time to review major
arms sales. And for that reason, I am
resubmitting the amendment which
gives the Congress 30 days during which
Congress is In continuous session in
which to veto a proposed arms sale. This
would give Congress more than a mere
30 calendar days. It would mean that
the days on which either House is in
adjournment for more than 3 days would
not be included in the 30-day computa-
tion.

The change embodied in this amend-
ment is clearly needed. The present time
period of 30 calendar days for the pas-
sage of a concurrent resolution by both
Houses is clearly inadequate. It is ex-
tremely difficult for Congress to act this
quickly on almost any matter of im-
portance.

It is simply not realistic to expect that
a resolution of disapproval of a proposed
arms sale, & matter which would require
comprehensive review and hearings in
both Houses, could possibly be passed in
such a short time frame. In addition,
since even after an arms sale is agreed
to, delivery time can extend over several
months or years, there is no reason to
believe that this slightly extended period
of time for congressional consultation
would be onerous either for the prospec-
tive arms buyer or for the State or De-
fense Departments. In fact, $32 billion
worth of arms have been approved by the
Congress but have not yet been delivered
to their destined country. Moreover, this
proposed change in the language of the
law would also prevent a situation in
which an administration could report
several proposed sales during the
August recess, for example, and thus
effectively prevent a congressional veto.

Mr. President, let me only say in final
argument for this legislation that this
bill is identical to part of legisiation
previously passed by the Senate when it
originally voted on my arms sales pro-
posal in 1973. The need that I foresaw at
that time for a sufficiently long period
for review has been demonstrated in the
practical application of the Nelson
amendment since its original passage.
The 1975 sale of Hawk missiles to Jordan
constituted a major test of the Nelson
amendment procedure. In that instance,
Congress forced debate on the important
foreign policy ramifications of the sale,
exposed serious disagreement within the
administration on the wisdom of the sale
as proposed, and in the end extracted
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significant concessions in the form of as-
surances from the President that the
weapons would not be transferred in
such a way as to allow their use in an
offensive capacity against Israel. Those
were nol insignificant accomplishments.
In the words of Judith Miller of the
Progessive magazine, Congress effec-
tively “Served notice that it is able and
willing to exercise supervisory authority
in some cases over administration arms
sale policy.”

But one will recall that the case of the
Jordan Hawk missile sale also pointed
out very serious shortcomings in the pre-
sent congressional veto procedure. At the
very least, it became apparent that 20
calendar days was altogether too short
a time for both Houses of Congress to
consider adequately a significant and
controversial arms sale proposal,

If Congress is to act responsibly, hear-
ings must be held and adequate time
allowed for genuine debate of the merits
of a specific sale.

Moreover, notification of the sale,
coming as it did shortly before the
August recess, further dramatized the
inadequacy of the present time frame.
Nothing presently stops any administra-
tion from submitting a sale when Con-
gress is not in session, thus precluding
any congressional action.

Last year, Congress increased the time
period from 20 to 30 calendar days, but
30 calendar days is still inadeguate con-
sidering that the clock on that 30 days
does not stop ticking over the weekends.
The 30-calendar-day procedure makes
no distinction between workdays and re-
cesses,

Events in the closing days of the last
session dramatically demonstrated the
shortcomings even of the 30-calendar-
day period. On Wednesday evening, Sep-
tember 1, 1976, on the eve of Congress
traditional Labor Day recess, the Presi-
dent informed Congress of a decision to
sell arms to 11 separate countries for a
total dollar figure of $6.024 billion in 37
separate transactions. Starting from the
moment Congress received the executive
announcement, the clock began ticking
toward the 30-day deadline. Failure to
act meant that the sales could go
through exactly as proposed by the Presi-
dent. The clock had ticked over the re-
cess, When Congress returned from the
Labor Day recess, it had only 24 days in
which to act.

Therefore, Mr. President, I have
concluded from the history of the
Nelson amendment in practice, that we
need a 30-day period to review a sale in
Congress that would exclude from the
counting any period of adjournment of
more than 3 days or the adjournment of
the Congress sine die.

GREATER JUSTIFICATION OF PROPOSED SALES

Another lesson learned in the closing
days of the last Congress was that Con-
gress should have at its disposal greater
executive justification for the arms sales
they propose to Congress for approval.
As the law stands now, Congress is only
informed what country is involved, the
total estimated value of the transaction,
a description of the articles and services
offered, which U.S. military service is
involved, and the sales commission being
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paid in connection with the sale. This
information is insufficient and in the
past at least has appeared to be sketchy
and lacking in thought of the full range
of the implications of such sales.

Such bits and pieces are clearly not
adequate to reach any sort of responsible
judgment as to the ramifications and
advisability of any given sale. What is
even worse, frequently such little data as
is transmitted is classified in the actual
notification to Congress.

Pursuant to section 36(b) (1) of the
Arms Export Control Act, more detailed
and analytical information is available
to Congress upon its request. This in-
cludes data outlining the impact of the
proposed sales on U.S. foreign policy, on
regional balances and arms sales, on
arms control policies and negotiations,
on the military preparedness of U.S.
Armed Forces and on war reserve stocks.
But Congress is allowed only 30 calendar
days to act on a proposed arms transfer.
Notification, hearings, consideration and
any legislative initiatives must all be
completed within this time, which has
proved inadequate. The 30-day clock,
moreover, begins ticking the moment
notification is transmitted to Congress.
Clearly, Congress has not the time—once
notification is given—to wait for the
Executive to formulate responses on re-
quest to submitted questions on compli-
cated issues. Although the information
outlined in section 36(b)(1) (A-M)
should be in the Executive’s hands be-
fore any decision to make an arms trans-
fer is made, experience has shown that
it is not.

The legislation I am introducing to-
day requires that this comprehensive
analytical information, now available
only on request, be transmitted as a
matter of course at the same time that
notification is given. This provision would
not apply to NATO or its member coun-
tries.

THIRD COUNTRY TRANSFERS

The third objective of the legislation
extends the Nelson amendment mech-
anism, including its veto procedure, to
review of third country transfers of U.S.
supplied military equipment.

Present law allows the President to
permit transfers of American made
equipment to third countries, provided
only that he notify Congress of his in-
tentions. The legislation which I am in-
troducing today brings Congress into this
year's decisionmaking process by per-
mitting the Congress to scrutinize such
a Presidential grant of permission for a
weapons transfer. However, the amend-
ment makes provision for a Presidential
walver of the congressional review re-
quirement, if in his judement an emer-
gency exists which requires a transfer
in the national security interests of the
United States.

Both Houses of Congress approved this
oversight capability in last year's orig-
inal International Security Assistance
and Arms Export Control Act, 8. 2662.
President Ford, however, vetoed the en-
tire bill and the third country provision
was sacrificed to make 8. 2662's successor
more palatable to Ford's taste.

In my view, if Congress has the right
and responsibility to review and possibly
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reject a sale in the first instance, it
should also have the right and respon-
sibility to disapprove the transfer of
those weapons to other countries. The
volume of sales has increased geometri-
cally and thus the potential for those
weapons to get passed along to other
countries is also vastly expanded. This
legislation would, for example, enable
Congress to consider potentially contro-
versial transfers where the President
has given his permission but Congress
has not, such as the transfer of a number
of F-5 aireraft from Iran to Jordan.

Mr. President, I am encouraged by
President Carter’s stance on restraining
the heavy flow of arms abroad. His ad-
ministration reflects a philosophy in re-
freshing contrast to that of recent ad-
ministrations. As Vice President MONDALE
asserted at the end of his European
trip, the sale of arms has “reached dis-
graceful proportions, and is robbing na-
tions of resources they need.” The Vice
President has also voiced his opinion
that “international control of arms
transfers” should be placed “at the
front rank of the world's agenda.” The
President also assured us that:

The Secretary of State will be more hesl-
tant in the future to recommend to the De-
fense Department the culmination of arms
sales agreements, I have asked that all ap-
proval of arms sales, for a change, be sub-
mitted to me directly before the recom-
mendations to Congress.

I would hope that the President will
move forward in actions as well as words.
As pleased as I am by such Executive
pronouncements, however, they ought
not serve to obstruct further congres-
sional progress in reasserting its partici-
pation in the conduct of foreign affairs.

This is not a partisan issue. It is a
question of the constitutional need for
adequate input by the legislative branch
into the process by which this country
relates to others, This requirement
speaks to the proper congressional role,
and is independent of Executive intent.

The Congress should take pride, more-
over, in the fact that it was the legisla-
tive branch which first recognized and
focused on the significance of U.8. arms
transfers, and brought the issue into the
public forum. Foreign military sales con~
stitute major foreign policy decisions in-
volving the United States in military
activities and potential de facto commit-
ments without sufficient deliberation or
participation by those outside the con-
fines of the executive branch. These mat-
ters require serious consideration by the
Congress in an institutionalized fashion,
and should not be the exclusive domain
of the executive branch,

If Congress is serious about exercising
its full constitutional duty in the formu-
lation of U.S, foreign policy, it must
clearly fashion substantive tools with
which to forge a responsible arms control
policy.

Mr, President, I ask unanimous con-
sent that the texts of the legislation I am
introducing today be printed in the
Recorp at this time.

There being no objection, the bills were
ordered to be printed in the REcorp, as
follows:

5. 1304

Be it enacted by the Senate and House

©] Representatives of the United States of
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America in Congress assembled, That section
36(b) (1) of the Arms Export Control Act is
amended—

(1) by amending so much of the second
sentence as precedes subparagraph (A) to
read as follows: “In additlon, If the letter
of offer is to be lssued to a country which
is not a member of the North Atlantic Treaty
Organization or 1s to be lssued to an inter-
national organization other than the North
Atlantic Treaty Organization, the President
shall transmit to the Committee on Interna-
tional Relations of the House of Representa-
tives and to the Committee on Foreign Re-
lations of the Senate a statement setting
forth—"; and

(2) by inserting the following new sen-
tence immediately after subparagraph (M)
and before the third sentence: "If the letter
of offer is to be issued to a country which is
a member of the North Atlantic Treaty Or-
ganization or is to be issued to the North
Atlantic Treaty Organization, the President
shall, upon the request of either the Com-
mittee on International Relations or the
Committee on Foreign Relations, transmit
promptly to both such committees a state-
ment setting forth, to the extent specified In
such request, the information described in
subparagraphs (A) through (M)".

Sec. 2. Section 36(b) (1) of the Arms Export
Control Act I8 amended by striking out
“thirty calendar days after receiving such
certification" in the last sentence and insert-
ing in lieu thereof “the first period of 30 days
of continuous session of Congress (as deter-
mined in accordance with sectlon 601(b) (1)
of the International Security Assistance and
Arms Export Control Act of 1976) which be-
gins after the date on which such certifica-
tion is received by the Congress".

5. 1395

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That section
3(d) of the Arms Export Control Act is
amended—

(1) by striking out ', 80 days prior fo giv-
ing such consent,” in the text preceding
paragraph (1);

(2) by redesignating such section as sec-
tlon 3(d) (1) and redesignating paragraphs
(1) through (6) thereof as subparagraphs
(A) through (E), respectively; and

(3) by adding the following new paragraph
at the end thereof:

“({2) Unless the President states In the
certification submitted pursuant to this sub-
section that an emergency exists which re-
quires that consent to the proposed transfer
become effective immediately in the national
security interests of the United States, such
consent shall not become effective untll the
end of the first period of 30 days of con-
tinuous session of Congress (as determined
in accordance with section 601(b) (1) of the
International Security Assistance and Arms
Export Control Act of 1976) which begins
after the date of such submission and such
consent shall become effective then only if
the Congress does not adopt, within such
30-day period, a concurrent resclution dis-
approving the proposed transfer.”.

ADDITIONAL COSPONSORS
S. 49

At the request of Mr. MartHias, the
Senator from California (Mr. Hava-
Kawa) was added as a cosponsor of 8. 49,
to establish a Small Business Adminis-
trative Review Court.

8. 123

At the request of Mr. INoUYE, the Sen-
ator from Vermont (Mr. LEany) was
added as a cosponsor of S. 123, to amend
the Social Security Act.
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8., 223

At the request of Mr. INoUYE, the Sen-
ator from Maryland (Mr, SsrBANES) and
the Senator from Minnesota (Mr. AN-
DERSON) were added as cosponsors of S.
223, to amend the Social Security Act.

8. 233

At the request of Mr. INOUYE, the Sen-
ator from Michigan (Mr. RIEGLE) Was
added as a cosponsor of S. 233, relating
to the medicare and medicaid programs.

8. 247

At the request of Mr. GoLpwaATER, the
Senator from New Hampshire (Mr. Mc-
InTyrRE) was added as a cosponsor of
S. 247, to provide recognition to the
Women's Air Force Service Pilots.

8. 327

At the request of Mr. INoUYE, the Sen-
ator from Hawaii (Mr. MATSUNAGA) WAaS
added as a cosponsor of S. 327, relating
to the retired salaries of certain Federal
judges.

8. 359

At the request of Mr. STEVENS, the Sen-
ator from Alaska (Mr. GRAVEL) was add-
ed as a cosponsor of S. 359, to amend title
5, United States Code.

8. 895

At the request of Mr. ProxMIRE, the
Senator from Massachusetts (Mr. Ken-
~EpY) and the Senator from South Da-
kota (Mr. ABOUREZK) were added as co-
sponsors of S. 695, the Defense Produc-
tion Act Amendments of 1977.

8. T18

At the request of Mr. INOUYE, the Sen-
ator from Alaska (Mr, GraveL) was add-
ed as a cosponsor of 8. 716, to amend title
5 of the United States Code.

5. B45

At the request of Mr. DoLe, the Sen-
ator from Ohio (Mr. GLENN) was added
as a cosponsor of S. 845, the Dole-Mc-
Govern Food Stamp Act of 1877.

B. 838

At the request of Mr, BavH, the Sena-
tor from Michigan (Mr, RIEGLE) WwWas
added as a cosponsor of S. 939, the Trade
Adjustment Assistance Act amendments.

5. 985

At the request of Mr. WitLiams, the
Senator from Alaska (Mr. GRAVEL) Wwas
added as a cosponsor of S. 995, to amend
the Civil Rights Act of 1964.

8. 1021

At the request of Mr. Bavs, the Sena~-
tor from Oregon (Mr. HarrieLp) and the
Senator from Vermont (Mr. LEAHY) were
added as cosponsors of S. 1021, o extend
the Juvenile Justice and Delinquency
Prevention Act of 1974 for 5 years.

8.1077

At the request of Mr. INOUYE, the Sen-
ator from Hawail (Mr. MATSUNAGA) Was
added as a cosponsor of S. 1077, the
Essential Maritime Transportation Act
of 19717.

S.1180
At the request of Mr. CHURCH, the Sen-
ator from California (Mr, CRANSTON) WwWas
added as a cosponsor of S. 1180, the
endangered American wilderness bill.
B. 1181

At the request of Mr. HatHAWAY, the
Senator from South Dakota (Mr. Mc-
Govern) was added as a cosponsor of
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8. 1181, to amend the Social Security

Act.
8 1284

At the request of Mr. HuMPHREY, the
Senator from Minnesota (Mr. ANDERSON)
and the Senator from South Carolina
(Mr. THURMOND) were added as cospon-
sors of S. 1284, to amend the Internal
Revenue Code of 1954.

5. 1310

At the request of Mr. DoLE, the Sena-
tor from West Virginia (Mr. RANDOLPH),
the Senator from Minnesota (Mr. HuMm-
PHREY), and the Senator from New York
(Mr. Javits) were added as cosponsors
of 8. 1310, providing for a telecommuni-
cation device to be installed in the

Congress.
5. 13486

At the request of Mr. BayH, the Sena-
tor from Minnesota (Mr. HUMPHREY)
was added as a cosponsor of S. 1346, to
amend the Civil Rights Act of 1964.

SENATE RESOLUTION 76

At the request of Mr. Havagawa, the
Senator from EKentucky (Mr. HUDDLES-
TON), the Senator from Wyoming (Mr.
HANSEN) , the Senator from Kansas (Mr.
Doie), the Senator from Florida (Mr.
StoNE), and the Senator from California
(Mr. CransTON) were added as eospon-
sors of Senate Resolution 76, relating to
unilateral regulations by the European
Economic Community.

SENATE RESOLUTION 117

At the request of Mr. NeLsow, the Sen-
ator from Indiana (Mr. Bays), the Sen-
ator from Arkansas (Mr. BuMPERs), the
Senator from New Hampshire (Mr. Dur-
KIN), the Senator from Arizona (Mr.
GorpwATER), the Senator from South
Carolina (Mr. HoLLings), the Senator
from Rhode Island (Mr. PELL), the Sen-
ator from Wisconsin (Mr. PROXMIRE),
the Senator from Alaska (Mr. STEVENS),
the Senator from Illinois (Mr. STEVEN-
soN), the Senator from South Carolina
(Mr. THURMOND) , and the Senator from
New Jersey (Mr. WiLLiams) were added
as cosponsors of Senate Resolution 117,
requesting the President to designate
the week of May 22 through 28, 1977, as
National Small Business Week.

EENATE RESOLUTION 120

At the request of Mr. HumpHREY, the
Senator from New Mexico (Mr. DOMEN=-
1c1) was added as a cosponsor of Sen-
ate Resolution 120, relating to the ban
on saccharin.

SENATE RESOLUTION 124

At the request of Mr. Kennepy, the
Senator from Hawaii (Mr. MATSUNAGA)
and the Senator from Michigan (Mr.
RiecLE) were added as cosponsors of
Senate Resolution 124, relating to nego-
tiations for a Comprehensive Test Ban
Treaty.

SENATE RESOLUTION 138

At the request of Mr. MaTH1as, the Sen-
ator from Hawaii (Mr. MATSUNAGA) Was
added as a cosponsor of Senate Resolu-
tion 138, to designate Fair Housing
Month.

SENATE CONCURRENT RESOLUTION 8

At the request of Mr, Bays, the Sena-
tors from Minnesota (Mr. HUMPHREY
and Mr. AnpErson), the Senator from
Texas (Mr. BENTSEN), the Senator from
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Delaware (Mr. BipEN), the Senators from
Massazhusetts (Mr. Eennepy and Mr.
Brooke), the Senator from Arkansas
(Mr. BuMpers®, the Senators from New
Jersey (Mr. WiLLiams and Mr. Casg),
the Senator from Idaho (Mr. CHURCH),
the Senator from Iowa (Mr, CLARK), the
Senator from California (Mr. CRANSTON),
the Senator from Missouri (Mr. Dan-
FORTH), the Senators from Ohio (Mr.
GLExN and Mr. MerzensaumMm), the Sen-
ators from Alaska (Mr. GravEL and Mr.
StEVENS), the Senator from Colorado
(Mr. HasxeLL), the Senator from South
Carolina (Mr. HoLrLings), the Senators
from New York (Mr. Javirs and Mr.
Moyniaan), the Senator from Hawaii
(Mr. Marsunaca), the Senator from
Maine (Mr. Muskie), the Senator from
Michigan (Mr. RiecrLe), the Senator
from Pennsylvania (Mr. SCHWEIKER),
the Senator from Nebraska (Mr. ZoriN-
sKy), and the Senators from Maryland
(Mr. MataI1AS and Mr. SARBANES) were
added as cosponsors of Senate Concur-
rent Resolution 6, to place a statue of
Martin Luther King, Jr., in the Capitol.
SENATE CONCURRENT RESOLUTION 15

At the request of Mr. WEeicker, the
Senator from Indiana (Mr. Bayx) and
the Senator from California (Mr. CRANS~
TON) were added as cosponsors of Sen-
ate Concurrent Resolution 15, to reduce
the risk of chemical warfare.

AMENDMENT NO. 188

At the request of Mr. Kennepy, the
Senator from Iowa (Mr, Crarx) and the
Senator from California (Mr. CRANSTON)
were added as cosponsors of amendment
No. 186 intended fo be proposed to S. 826,
to create an Office of Assistant Secretary
for Competition and Consumer Affairs
within the new Department of Energy.

AMENDMENT NO. 190

At the request of Mr. Crurcr, the
Senator from Louisiana (Mr. JOENSTON)
and the Senator from Maine (Mr. HaTu-
Away) were added as cosponsors of
amendment No. 190, intended to be pro-
posed to HR. 3477, the Tax Reduction
and Simplification Act of 1977.

AMENDMENT NO, 207

At the request of Mr, Proxmirg, the
Senator from New Jersey (Mr, WiL-
L1ams), the Senator from California (Mr.
CransTON), the Senator from Vermont
(Mr. LEaRY), the Senator from Connect-
jcut (Mr. Weicker), the Senator from
Maine (Mr. HaTHAWAY), the Senator
from North Carolina (Mr. Morcan), the
Senator from Connecticut (Mr. Risi-
corFr), the Senator from South Dakota
(Mr. McGoverN), the Senator from Ha-
wail (Mr. Marsunaca), and the Senator
from Oregon (Mr. HATFIELD) were added
as cosponsors of amendment No. 207, in-
tended to be proposed to Senate Concur-
rent Resolution 19, the first resolution
on the budget.

SENATE RESOLUTION 151—ORIGI-
NAL RESOLUTION REPORTED AU-
THORIZING ADDITIONAL EX-
PENDITURES BY THE COMMITTEE
ON COMMERCE, SCIENCE, AND
TRANSPORTATION

(Referred to the Committee on Rules
and Administration.)
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Mr. MAGNUSON, from the Commit-
tee on Commerce, Science, and Trans-
portation, reported the following resolu-
tion:

8. Res. 151

Resolved, That, in holding hearings, re-
porting such hearings, and making inves-
tigations as authorized by sections 134(a)
and 136 of the Legislative Reorganization
Act of 1946, as amended, in accordance with
its jurisdiction under rule XXV of the Stand-
ing Rules of the Senate, the Committee on
Commerce, Sclence, and Transportation, or
any subcommittee thereof, is authorized
from July 1, 1877, through February 28, 1978,
in its discretlon (1) to make expenditures
from the contingent fund of the Senate, (2)
to employ personnel, and (3) with the prior
consent of the Government department or
agency concerned and the Committee on
Rules and Administration, to use on a relm-
bursable basls the services of personnel of
any such department or agency.

Sec. 2. The expenses of the committee un-
der this resolution shall not exceed $1,087,-
831, of which amount not to exceed $405,000
may be exvended for the procurement of the
services of individual consultants, or organi-
zations thereof (as authorized by sectlon
202(1) of the Legislative Reorganization Act
of 19468, as amended).

Brc. 3. The committee shall revort its
findings, together with such recommenda-
tions for legislation as it deems advisable, to
the Senate at the earllest practicable date,
but not later than February 28, 1978.

Sec. 4. Expenses of the committee under
this resolution shall be pald from the con-
tingent fund of the Senate upon vouchers
approved by the chairman of the committee,
except that vouchers shall not be required
for the disbursement of salarles of employ-
ees paid at an annual rate,

SENATE RESOLUTION 152—SUBMIS-
SION OF A RESOLUTION RELAT-
ING TO THE U.S. BROADCASTING
INDUSTRY

(Referred to the Committee on Foreign
Relations.)

Mr. MOYNIHAN (for himself, Mr.
ALLEN, Mr. ANDERSON, Mr. BURDICK, Mr,
CHimLes, Mr. Graver, Mr. Heims, Mr,
Javrrs, Mr. MAcNUSON, Mr. MELCHER, Mr,
MeTcaLF, Mr. RiecLE, Mr. Sassgr, Mr.
ScHMITT, Mr. SCHWEIKER, Mr. STAFFORD,
Mr. Wiriams, and Mr. Youwne) sub-
mitted the following resolution:

8. Res. 152

Whereas, the people of the United States
place the utmost value on their enduring
friendship and special relationship with the
people of Canada;

Whereas the people of Canada and the
people of the United States have established
singular standards of openness and candor
in discussing mutual Interests and concerns;

Whereas the Senate seeks to amend certaln
provisions of the United States Internal Rev-
enue Code, which provisions appear to in-
hibit travel by Americans to Canada; and

Whereas recent amendments to the Cana-
dian tax code appear to inhibit commercial
relations between Canadian businesses and
American broadcasters: Now, therefore, be it

Resolved, That the Senate call on the Presi-
dent to raise with the Government of Canada
the guestion of the impact of the recent pro-
visions of the Canadian tax code on the
United States broadcasting industry with
a view to adjusting outstanding differences.

Sec. 2. The Secretary of the Senate is di-
rected to transmit a copy of this resolution
to the President.
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SENATE RESOLUTION 153—SUBMIS-
SION OF A RESOLUTION PRO-
VIDING FOR RADIO AND TELE-
VISION COVERAGE OF SENATE
PROCEEDINGS

(Referred to the Committee on Rules
and Administration.)

Mr. METCALF (for himself, Mr.
ABOUREZK, Mr. ANDERSON, Mr. BavyH, Mr.
BeLLMoN, Mr. BuMpPERs, Mr. CHILES, Mr.
CLARK, Mr. DeConcinNi, Mr. DoLe, Mr.
GARN, Mr. GOLDWATER, Mr. GrAVEL, Mr.
HasgeLn, Mr. Heinz, Mr. HUDDLESTON,
Mr. HuUMPHREY, Mr. Javits, Mr. LEAHY,
Mr. Lucar, Mr. McCLURE, Mr. McGOVERN,
Mr. McINTYRE, Mr. MATHIAS, Mr. MATSU-
NAGA, Mr. PErcy, Mr. RisicoFF, Mr. Rie-
GLE, Mr. RoTH, Mr. SCHWEIKER, Mr. STAF-
FORD, Mr. STEVENSON, Mr, SToNE, and Mr.
ZorINSKY) submitted the following
resolution:

8. Res. 153

Eesolved, That (a) beginning as soon as
possible during the second session of the
Ninety-fifth Congress and continuing for
the remainder of that sesslon, the Committee
on Rules and Administration (hereafter in
this resolution referred to as the "“commit-
tee”) 1s authorized to provide for radic and
television coverage of the proceedings in the
Senate Chamber. Such coverage shall be pro-
vided for continuously at all times while the
Senate 15 in sesslon, except for any time when
a meeting of the Senate is ordered with
closed doors.

(b) The committee shall maintain video-
tapes of such coverage and shall maintain
separately recording of the audio portion of
such coverage. Copies of such videotapes and
recordings shall be made available to public
and commercial broadcasting stations as pro-
vided in this resolutlon, Coples of such video-
tapes and recordings shall be deposited with
the Library of Congress and, under rules and
regulations prescribed by the committee,
shall also be made available to educational
institutions, libraries, and other organiza-
tions.

Sec. 2. (a) The committee shall initially
provide for monitors with which to receive
the television coverage of the proceedings in
the Senate Chamber to be located in such
offices in the Capitol and the Senate office
buildings as it conslders desirable. As soon
as practicable, the committee shall make the
television coverage of the proceedings, and
the videotapes thereof, avallable to public
and commercial television broadcasting sta-
tions in accordance with the provisions of
section 4.

(b) The committee shall, at the request
of any Member or officer of the Senate or
the House, any committee of the Senate or
the House, or any jolnt committee of the
Congress, provide for transmission of the au-
dio portion of the coverage of such proceed-
Ings into the office of such Member, officer,
committee, or joint committee. As soon as
practicable, the committee shall make such
audio portion, and recordings thereof, avail-
able to public and commerecial radio broad-
casting stations in acordance with the provi-
stons of section 4.

Sec. 3. The committee shall also provide a
dally written summary of the proceedings of
the Senate and other information pertain-
ing to legislative activity. Under rules and
regulations preseribed by the committee
such information shall be made available, by
means of teletype printers or other written
means to the news media and Members, offi-
cers, and committees of the Senate.

Sec. 4. The radio and television coverage
of the proceedings In the Senate Chamber,
videotapes of such coverage, and recordings
of the audio portion of such coverage shall
be made available to public and commercial
broadcasting stations subject to the follow-
ing terms and conditions:
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(1) Buch coverage, videotapes, and record-
ings shall be broadcast solely for the educa-
tion, enlightenment, and information of the
general publiec.

(2) No part of such coverage, videotapes,
or recordings may be used In any commer-
clal advertisement.

(3) No part of such coverage, videotapes,
or recordings may be broadcast with com-
mercial sponsorship, except as part of bona
fide news programs and public affairs docu-
mentary programs.

(4) No part of such coverage, videotapes,
or recordines may be used to promote or oo-
pose the candidacy of any person for elective
public office, whether in a pald political
broadcast or otherwise.

Sec. 5. (a) The committee 15 authorized
to employ such professional, technical, and
other personnel as may be necessary to
carry out the provisions of this resolution.
The committee is also authorized to enter
into contracts with individuals, corperations,
and organizations to carry out its funec-
tlons and duties under the resolution.

(b) the expense of the committee under
this resolution shall be pald from the contin-
gent fund of the Senate upon vouchers
approved by the chalrman of t“e committee.

Sec. 6. As soon as possible affer the con-
clusion of the second session of the Ninety-
fifth Congress the committee shall evaluate,
and report to the Congress with respect to—

(1) the effectiveness of audio and video
system= as & means of monitoring activities
in the Senate Chamber,

(2) the effect radlo and televison cover-
age on proceedings In the Senate Chamber,
and the attitude of Members of the Sen-
ate toward such coverage,

(3) the extent and nature of the use
of the radio and television coverage, snd
videotapes and recordings thereof, by public
and commercial broadcasting stations in
accordance with this resolution.

(4) the response of the general public
to broadcasts of such coverage, videotape,
and recordings, and

(5) the effectiveness of the information
provided and made avallable under section
3 for the viewpoint of the news media and
Members, officers, and committees of the
Senate.

Sec. 7. As soon as possible after the report
required In section 6 has been filed, the
committee shall report to the Senate with
respect to the radlo and television coverage
of proceedings in the Senate Chamber and
other activities earrfed out wunder this
resolution, together with its recommenda-
tions thereon, Including its recommenda-
tions for continuing such coverage and other
activities.

BROADCAST COVERAGE OF EBENATE PROCEEDINGS

Mr. METCALF. Mr. President, the res-
olution that I am resubmitting today au-
thorizes a year's experiment with radio
and television broadcast coverage of
Senate floor sessions—the most practi-
cal, immediate, and direct way to im-
prove public understanding of this insti-
tution’s funetions and operations.

Additionally, the resoluticn provides
for installation of a closed-circuit audio
and video system, permitting Senators to
monitor Chamber activities while away
from the floor, together with a running
summary of debate transmitted by tele-
type to Members' offices and to the news
galleries.

Cosponsors of the resolution—which is
identical to Senate Resolution 39 of the
94th Congress—are Senators ABOUREZK,
ANDERSON, BAYH, BELLMON, BUMPERS,
CHILES, CLARK, DECoNCINT, DOLE, GARN,
GOLDWATER, GRAVEL, HASKELL, HEINZ,
HuppLESTON, HUMPHREY, JAVITS, LEAHY,
LUuGAR, McCLURE, MCGOVERN, MCINTYRE,
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MAaTHIAS, MATSUNAGA, PERCY, RIBICOFF,
RIEGLE, ROTH, SCHWEIKER, STAFFORD,
STEVENSON, STONE, and ZORINSKY.

Mr. President, in 1974, after a com-
prehensive, 2-year study and extensive
hearings, the Joint Committee on Con-
gressional Operations recommended
opening the Chambers of the Senate and
House to broadcast coverage, not as a de-
vice to improve the “image” of Congress
but as a practical way to involve more
citizens in the workings of representative
democracy.

Since then, the Commission on the
Operation of the Senate, a special study
group headed by former Senator Harold
Hughes, has strongly urged an extended
test of television coverage of Senate floor
activities. And a closed circuit video sys-
tem is presently in operation in the
House, on an experimental basis, along
with a teletype summary of debate.

Moreover, because of continuing tech-
nical advances in broadcasting, it is now
possible to provide for coverage in the
Senate Chamber without installing addi-
tional lights. According to the Architect
of the Capitol, the lighting level in the
Chamber—which was upgraded last
summer—is 50 foot candles and is con-
sidered adequate for color coverage with
the new cameras that have been avail-
able to broadcasters for the past year or
s0.

In short, broadcast coverage can be
accomplished today without intruding
unduly upon Senate proceedings and
without disturbing or discomforting Sen-
ators on the floor. The time has come—
now—to take this step, to increase public
interest in and understanding of the leg-
islative process in the Senate, to com-
municate more effectively about the is-
sues we must resolve in our debates and,
ultimately, with our votes.

Mr. President, to realize the full po-
tential of broadcast coverage, it is es-
sential that we carefully consider the
technical requirements and procedures
for installing and operating cameras and
microphones.

A system planned solely with closed
circuit television in mind—as a means
of improving communications within
the Senate—will not produce a video
“feed” of sufficiently high quality to be
useful to broadcasters. A system de-
signed entirely for the convenience of
the broadcasters will not meet our needs
for improved internal communication
or, equally importantly, for ecreation of
a complete audio and visual record of
Senate Chamber action for historical
and educational purposes.

Further, we must insure that the de-
sign and operation of the system serves
the interests and requirements of local
broadcast outlets. These are the sta-
tions, throughout the Nation, which are
most likely to find video and audio tapes
dealing with matters of local or regienal
concern informative and useful. As a
practical matter, other than occasional,
brief segments for the nightly news
broadeasts, the major commercial net-
works are not likely to televise lengthy
portions of Senate floor debate in any
but the most exceptional circumstances.

What this means is that whoever op-
erates the system—whether a network
pool, the public broadcasting system, or
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the Senate itself, perhaps through a
contract arrangement with a private
entity—the video and audio “feed”
must be readily available to local broad-
casters for bona fide news or public
affairs programing at a reasonable cost.

Mr. President, the resolution that I
am reintroducing today is designed to
insure the proper balance between in-
ternal communication and broadcast
interest, and to reduce to a minimum
any possible disruption of Senate pro-
ceedings resulting from broadcast cov-
erage.

It specifies, first, that the cameras will
be “on” and the microphones *“open”
continuously while the Senate is in ses-
sion. Provision of a continuocus “feed” is
absolutely necessary, not only for service
to closed-circuit monitors and for crea-
tion of a complete record of the day's
floor action but as a means of “routin-
izing” television coverage.

Experience in the State legislatures—
44 of which now provide for some type of
broadcast coverage—indicates that cam-
eras which are ‘“on” continuously are
far less intrusive than those which are
switched on for specified periods during
the day’s proceedings, thereby signaling
that coverage is about to begin.

Under terms of this resolution, the
Senate would exercise no contrel over
the selection of materials for broadcast
use. Instead, whenever the local or net-
work broadcasters wished to use a seg-
ment they would be free to begin tak-
ing the “feed” for a “live” telecast or
radio program, or for taping segments
for later use. The continuous feed thus
would be available for airing at their
discretion, and no agency of the Senate
would be involved in making choices be-
tween debates to be covered, or selecting
in any way portions of the proceedings to
be provided for their use.

As a necessary supplement to the
closed-circuit capability of the system,
Mr. President, the resolution also pro-
vides for a running summary of floor de-
bate, to be transmitted on teletype print-
ers. Without such a written record, video
and audio monitors can only be of lim-
ited utility, unless staff employees are
assigned by their individual offices to
watch or listen to them throughout much
of the daily session.

Furthermore, the debate summary,
plus daily committee schedules, bill status
and other relevant information, would
Le made available for use in the press
galleries by the wire services and other
media outlets, as well as in the offices of
Senators.

Mr. President, the resolution does not
specify who would set up and operate the
cameras. I believe that this could be done
most efficiently—particularly during the
vear’'s experimental period—by the Cor-
poration for Public Broadcasting, the
Public Broadcasting Service, and Na-
tional Public Radio. But I also believe
that the Senate Committee on Rules and
Administration, which would be respon-
sible for overall supervision of the ex-
periment, should have sufficient flexi-
bility to decide, after further hearings,
which is the best and least expensive al-
ternative for development of this system.

It is my hope that such hearings can be
held soon, and that the Senate will move

CONGRESSIONAL RECORD — SENATE

to open its floor proceedings—where pol-
icies are debated, ideas challenged, posi-
tions defended and, finally, decisions
made—to the most powerful of all media,
to the news broadcasters who today are
the source of most Americans’ informa-
tion akout Government.

AMENDMENTS SUBMITTED FOR
PRINTING

TAX REDUCTION AND SIMPLIFICA-
TION ACT OF 1977—H.R. 3477

AMENDMENT NO. 220

(Ordered to be printed and to lie on
the table).

Mr. KENNEDY submitted an amend-
ment intended to be proposed by him
to H.R. 3477, an act to provide for a
refund of 1976 individual income taxes
and other payments, to reduce individual
and business income taxes, and to pro-
vide tax simplification and reform.

AMENDMEKT NO. 221

(Ordered to be printed and to lie on
the table.)

Mr. ALLEN (for himself and Mr.
SrarkMaN) submitted an amendment in-
tended to be proposed by them jointly
to H.R. 3477, supra.

BABYSITTER AMENDMENT

Mr. ALLEN. Mr. President, along with
my distinguished senior colleague, Mr.
SparMaAN, I am introducing today an
amendment to the tax bill, HR. 3477,
which is identical to an amendment
adopted by the Senate last year during
censideration of HR. 10612, the Tax
Reform Act of 1976. The amendment is
designed to permit employment agencies
placing companicn sitters to be exempt
from the Internal Revenue Code require-
ments imposed on employers in regard
to FICA—social security, and FUTA—
unemployment—taxes, The amendment
would also exempt such agencies from
the requirement of withholding Federal
income taxes inasmuch as the agencies
involved are not the actual source of
wages.

The amendment is made necessary by
revenue ruling 74-414, which defines a
companion sitter agency as an employer
within the meaning of the employment
tax regulations. In my judgment, the rul-
ing was ill-advised, because in practical
effect it would drive out of business many
agencies performing a valuable public
service and because it fails to acknowl-
edge the fact that sitter agencies are not
employers but are rather agents acting
either for the sitter or the party employ-
ing the sitter. The effect of the ruling has
been to drive companion sitter agencies
out of business or to bring them to the
brink of bankruptey.

Typically, a companion sitter agency
will work from a list of names and phone
numbers of persons willing to act as
sitters. When contacted by an individual
desiring a sitter, the agency will check
from its list and put a sitter in touch with
the person needing those services. Ob-
viously, if a sitter agency is required to
act as an employer for tax purposes of
scme 50 to 100 employees, then the ad-
ministrative and financial burden is over-
whelming. Unless Congress acts, in effect,
virtually all such owner-operated agen-

12193

cies will fail and only those with substan-
tial financial resources will be able to re-
main in business—with corresponding
costs to the public in increased sitter fees
to cover administrative overhead.

Although the amendment adopted last
year was dropped in conference with the
House of Representatives, the conference
agreement noted the seriousness of the
problem and urged the Internal Revenue
Service to withdraw revenue ruling 74-
414. Yet, Mr. President, the IRS has not
withdrawn the revenue ruling involved
and, in fact, is pursuing vigorously many
of these small sitter placement agencies
and is demanding from them payment of
the various taxes associated with their
alleged status as employers.

Obviously, Mr. President, we were mis-
taken in our belief that the IRS would
react favorably to the request set forth
in the conference report on the Tax Re-
form Act of 1976. Apparently the guid-
ance and the desire of Congress is not
going to be sufficient and the matter is
going to have to be nailed down and made
crystal clear before the Service will relent,
The IRS has never been noted for its
flexibility, and I guess this is going to be
one more example of Congress being re-
quired to resolve fully a problem which
should never have existed in the first
instance.

My hope is, Mr. President, that the
Senate will again see the wisdom of
adopting the amendment I have proposed
and that our efforts in this case will not
go down the drain as a result of a desire
to accommodate the sensibilities of the
one agency of the Federal Government
whose attention is difficult to get except
with a club.

AMENDMENT NO. 222

(Ordered to be printed and to lie on
the table.)

Mr. BENTSEN submitted an amend-
ment intended to be proposed by him to
H.R. 3477, supra.

AMENDMENT NO, 223

(Ordered to be printed and to lie on
the table.)

Mr. BARTLETT submitted an amend-
ment intended to be proposed by him to
the bill (H.R. 3477), supra.

NOTICES OF HEARINGS
CONDUCT OF MONETARY POLICY

Mr. PROXMIRE. Mr. President the
Committee on Banking, Housing and
Urban Affairs will hold 2 days of public
hearings on the conduct of monetary
policy on May 3 and 10, each day at
10 a.m. in room 5302 of the New Senate
Office Building.

On Tuesday May 3, 1977 the commit-
tee shall receive the testimony of the
Honorable Arthur F. Burns, Chairman,
Board of Governors of the Federal Re-
serve System.

On Tuesday May 10, 1977, the com-
mittee shall receive the testimonies of a
panel of four distinguished economists:
Dr. Albert M. Wojinilower, senior vice
president and director of the First Bos-
ton Corp., New York; Prof. James Tobin,
Sterling professor and chairman, De-
partment of Economics, Yale University,
New Haven, Conn.; Prof. William Poole,
professor of economics, Brown Univer-
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sity, Providence, R.I.; and Prof. Allan
Sinai, professor of economics, Massachu-
setts Institute of Technology, Cambridge,
Mass.
CHANGE OF HEARING NOTICE

Mr. NELSON. Mr. President, the hear-
ing scheduled on the Small Business
Administration fiscal year 1978 authori-
zation for April 27 at 10 am. in room
424 of the Russell Senate Office Build-
ing, is now rescheduled for May 2, 1977,
at 10 a.m. in room 424 of the Russell
Senate Office Building.

NOMINATION HEARING

Mr. RIBICOFF. Mr. President, I wish
to announce that the Committee on Gov-
ernmental Affairs will hold hearings on
the nomination of Alan K. Campbell, of
Texas, to be a Commissioner of the Civil
Service Commission, on Monday, May 2,
1977, The hearings will begin at 8 am.
in room 3302, Dirksen Senate Office
Building.

NOMINATION HEARING

Mr. WILLIAMS. Mr, President, I wish
to announce that the Committee on Hu-
man Resources has scheduled a hearing
on Friday, May 13, 1977, at 9 am. in
room 4232, Dirksen Senate Office Build-
ing, on the nominations of Peter G.
Bourne of the District of Columbia to
be Director of the Office of Drug Abuse
Policy and Lee I. Dogoloff of Maryland
to be Deputy Director of the Office of
Drug Abuse Policy.

Persons wishing to testify or submit
statements, please contact: Nancy Olson,
room 4230, Dirksen Senate Office Build-
ing, of the committee staff.

ADDITIONAL STATEMENTS

MR. WARNKE'S HIT LIST

Mr. GOLDWATER. Mr. President, a
large number of Senators, including this
one, did not vote for Mr. Paul Warnke
when his appointment came before us
to represent us in arms contrel and dis-
armament. The reason, as I told Mr.
Warnke to his face, was that I thought
he was too soft. Now here are other
reasons creeping in that make his ap-
pointment seem even worse than it did
at the time we were talking about it in
committee. Mr. Anthony Lake, who is
President Carter’s national security
helper, asked for a list of civil servants
and career foreign service officers, with
information about their careers. These
are careers connected with the Arms
Control and Disarmament Agency. Mr.
William Safire has written a very pene-
trating analysis of what has gone on so
far under the guidance of Mr. Lake with
the compliance, I suppose, of Mr, Warn-
ke. I think each Member of this body
should read this analysis because Mr.
Warnke and Mr. Vance are now the peo-
ple who are going to represent us across
the table from the Soviets, and the last
thing we need at this point in our history
is any semblance of weakness. I thank
Mr. Safire for this penetrating article
and I hope he will continue to write on
this subject. If he does, I will continue
to make them available to the Members
of the Senate. I ask unanimous consent
that Mr. Safire's article be printed in the
RECORD,
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There being no ebjection, the article
was ordered te be printed in the Recorp,
as follows:

Mz, WARNKE'S HiT LisT
(By William Safire)

WasHINGTON ~—Before the Inauguration,
the Arms Control and Disarmament Agency
received a demand from Anthony Lake, Mr.
Carter's dovish national security helper, for
a list of its civil servants and career Forelgn
Service officers, with information about their
careers.

Properly, the agency turned down the de-
mand; although there is nothing wrong with
sweeping out Presidential political appoint-
ees at the change of Administrations, there
is a great deal wrong with compiling a “hit
list” of ecivil servants for the purpose of
changing an agency's ideology.

At his stormy Senate confirmation hear-
ings, Paul Warnke—who had been Senator
McGovern’s forelgn policy adviser and was
President Carter's sop to the doves as dis-
armament chief—was asked under oath
about reports of a planned “purge” at the
agency. He replied firmly that there was “no
substance” to those reports.

The Senators were particularly concerned
about “verification” at the A.C.D.A. Those
are the people who work with the C.I.A. and
Natlonal Photographic Interpretation Cen-
ter to put into SALT agreements some wWay
of seeing if the Soviets are cheating. Neither
the Soviets nor our doves like our persnick-
ety “verifiers.” To ingratiate himself with
skeptical Senators, Mr. Warnke took & hard
line saying: “An agreement which is not
verifiable s worse than no agreement.”

Off went Mr. Warnke on Secretary Vance's
arms control mission to Moscow last month,
grumping about the United States position
that had been based on a 17-page letter from
Senator Henry Jackson and the first SALT
paper In four years siged by the Joint Chiefs
of Staff.

When the Russians stonewalled, the U.S.
team held a seven-hour strategy session. As
might be expected, Mr. Warnke's hearing-
toughness vanished; he persuaded Mr. Vance
to make a significant concession to the So-
viets.

The Warnke concession was to offer to
1imit eruise missiles to 600 kilometers on non-
heavy bombers. We had been willing orig-
inally to Hmit the cruise missile’s range to
2,500 kllometers because we don't need an-
other intercontinental misslle—but we do
need a theater weapon, Mr. Warnke in mak-
ing the cruise missile acceptable to the So-
viets, makes it far less valuable to us.

The Russians turned up their nose to
this concession; most Americans do not even
know it was offered. But as the Vance party
returned In disarray, the career ‘verifiers™
back home in the agency began to point out
some big problems in the concessions.

The Soviet Union has a large cruise mis-
sile of its own, the AS-4 to be carried by
its Backfire bomber, Although it would be
easy for the Russians to check on any United
States cheating In cruise missiles (by read-
ing Aviation Week), it would be more diffi-
cult for us to verify Soviet compliance.

That is beeause the crulse missile, un-
like the ICBM, does not have to fily 3,000
miles to a target to be tested, inviting sur-
veillance; instead, they can be tested In a
“racetrack pattern,” fiying in circles locally.
The ICBM crashes on the target, requiring
it to send back data in flicht, which our
verifiers intercept; but the cruise, which can
land by parachute, is silent.

“Verification™ is the name of the arms
control game. Now consider what has hap-
pened to this erucial watchdog function
since the return from Moscow.

The ldeclogical *"hit list"” has been acti-
vated. Throughout the Arms Conftrol and
Disarmament Agency, the hard-line profes-
sionals—not the political appointees, but the
career officials—have been told to guit or
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find jobs elsewhere. Civil servants, Foreign
SBervice Officers and active-duty military like
Robert Behr, Leon Sloss, Willlam Steerman,
Lee Niemela, Charles Estes, Paul Wolfowitz,
Willlam Graves and dozens of others are
being “relocated”—to make room for men
who won't make waves when U.S. strategic
interesis are conceded away.

Worst of all, the Verification Bureau has
been abolished. The civil servant in charge,
GS-18 Fred Eimer—nonpolitical—was asked
to find work elsewhere, The next man, GS-17
Burt Aschenbrenner, was pushed out last
week, and Cairns Lord, Philip Jackson, Erie
Erlinson and other experienced verifiers have
fanned out to other Government agencles
cr to universities.

Thus the only group in the Government
whose sole fob is to develop systems to verify
arms control has been systematically dis-
banded.

The dovecote that is now our Arms Con-
trcl Agency will say that no verification bu-
reau is needed, that the function can be
handled at CJI.A. or sprinkled around the
agency. But every savvy bureaucrat can see
through that: the verifiers must have no
vested interest, no bureacuratic loyalty other
than to curtail possible Soviet duplieity.

Nor is the CI.A. empowered to come up
with treaty language or arms control negoti-
ation suggestions dealing with verification.
That is what should be the responsibility
of an objective body within gur State De-
partment.

Firing political appointees !5 a legitimate
function of a new broom; but compiling a
“hit 1ist” on an ideological basis, almed at
dispersing a group of nonpolitical profes-
sionals, deserves Investigation. Ironically, Mr.
Warnke's abuse of power is a step toward
American strategic impotence.

TWENTY-EIGHT YEARS OF SILENCE

Mr. PROXMIRE. Mr. President, it
has been almost 28 years since President
Truman signed and transmitted the
Genocide Convention to the Senate of
the United States. It has been 26 years—
since January 12, 1951—that the Geno-
ecide Convention has actually been in
effect. We have stood silent for that long.

The Genocide Convention represents
the voice of mankind condemning the
m~ass destruction of any people on ethnic,
cultural, or religious grounds. The world
body of nations has spoken out against
this horrible crime by ratifying the Gen-
ocide Treaty. The world has said that it
will not support, nor condone, any such
genocidal acts.

More than 80 nations have joined their
voices in this ery of conscience, but the
United States has remained mute. We
have stood silent by refusing to ratify
the Genocide Convention. We have said
nothing. We have not lived up fo our
heritage.

Mr, President, we have gained nothing
by our refusal to ratify the Genocide
Convention. Our world image and our
national credibility have suffered, as has
the treaty itself because of our long ab-
sence from the rolls of its supporters.
In this instance, Mr. President, silence
on our part has been anything but
golden.

We have seen the Genocide Conven-
tion in effect for 28 years and we have
observed no ill effects. The Genocide
Convention does not make the world
perfect, as recent events in Uganda have
shown, but it points us in the right
direction.

Mr. President, I urge my colleagues to
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end our long silence by ratifying the
Genocide Convention. Let us put our
votes where our hearts are. We have
nothing to lose and a conscience to gain.
Please, gentlemen, not one more year of
deafening silence.

THE SMITHSONIAN INSTITUTION

Mr. MATHIAS. Mr. President, as a
native of nearby Frederick, Md., I have
been able to visit Washingion and to
enjoy its cultural attractions all my life.
I first visited the Smithsonian Institu-
tion as a young boy when its collections
were housed in those two marvelous Vic-
torian buildings on Independence Ave-
nue—the Castle and the Arts and Indus-
tries Building—and in the Museum of
Natural History on Constitution Avenue.
I have been visiting it ever since and
have watched its growth with pleasure
and satisfaction. It has added the same
kind of intellectual dimension to my
children’s lives as it has to my own—
only many times magnified thanks to the
imaginative direction of 8. Dillon Ripley,
who in 13 years has brought it to a mag-
nificent fruition.

I was delighted to find my view of the
Smithsonian shared in the lead editorial
in the April 5§ Washington Star, which
summarized the spirit of the Smith-
sonian and urged that it continue to en-
joy the flexibility which has made ifs
remarkable growth possible.

I am confident anyone who has visited
any of the Smithsonian enterprises from
the National Zoo to the recently opened
triumphant Air and Space Museum can-
not fail to agree. I ask unanimous con-
sent that the Star editorial be printed
in the RECORD.

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

[From the Washington Star, Apr. 5, 1877]

BOOKKEEPING AT THE SMITHSONIAN

It is our impression, but not ours alone,
that the Smithsonian Institution is adminis-
tered with a skill and imagination that other
agencies would do well to emulate.

It has nonetheless been the target of per-
sistent congressional and journalistic pot-
shotting and has now been subjected to two
investigations by the General Accounting
Office, one in 1970, the other just concluded.

What the problem boils down to is a dis-
agreement—considerably colored by journa-
listic hype—over accounting and money-
handling practices—as well as the style of
the Smithsonian's estimable secretary, S. Dil-
lon Ripley. One columnist, with a heavy dose
of the journalistic hype we noted above,
wrote last October of the “free-wheeling" Mr.
Ripley and spoke of the Smithsonian &s &
“sacred cow"” immune to ordinary standards
of public accountability.

There is room for honest disagreement
about the Smithsonian’s budgetary proce-
dures—or at least some of those necessitated
by its quasl-pr!vate character and its need
to be as free as possible of bureaucratic
apron strings. But we know of no evidence—
certainly none has turned up in either GAO
investigation—tp support the suggestion of
one “Hill source” last fall that there may be
“some kind of laundering operation at the
Smithsonian': the implication of which, we
suppose, is that procedures questioned by
the staff of a Senate subcommittee are neces-

sarily dubious.
Indeed, the GAO, though critical of the
payout of funds by two non-public corpora-
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tions set up by the Smithsonian to adminis-
ter grants, found its own criticism “muted by
the fact that there is nothing te suggest that
appropriated funds were spent on anything
but the programs authorized.”

If so, what is all the shouting about? It
has been the contention of two senators,
and certain other critics, that the Smith-
sonian Is insufficiently accountable for the
way it handles—and commingles with public
appropriations—approximately $£17 million
(fiscal 1876 figures) in endowed and donor
income. Yet it is far from clear that the
mystery is the Smithsonian's fault; it has
made no attempt, so far as we can deter-
mine, to conceal its practices—how could it,
when it Is governed, under law, by & board of
regents which includes prominent members
of Congress, the administration and the judi-
clary? Those who are mystified might, at
any rate, be referred to the Secretary's an-
nual Statement, with its detalled tables and
report from the Smithsonian’s accountants.

If the Smithsonlan's budgetary procedures
are unusual or “questionable,” their aim
would seem to be effectiveness In that “diffu-
slon of knowledge” enjoined by its original
benefactor, James Smithson. That some
question those procedures does not, of course,
make them unwise or unacceptable public
procedure. The Smithsonlan’s quasi-private
character—Mr. Ripley's salary, for instance,
is paid from private funds—affords flexi-
bility. Nothing could more quickly limit its
effectiveness than rigld or puritanieal notlons
of the public purpose.

Tell-tale in this regard are the cheap shots
at Secretary Ripley’s travels, and at his orni-
thological studies at Litchfield, Conn. The
test of Mr. Ripley's abilities is not whether
he is chained to a desk In Washington 365
days a year; it is whether the Smithsonian
under his direction is flourishing and is serv-
ing as its founder intended it do. And none of
Mr. Ripley's critics deny that it is.

In response to the more recent GAO report,
the Smithsonian has sald that it is ready,
even eager, to co-operate with the Senate
Interlor subcommittee In revising its prac-
tices to assure greater accountabllity. And
80 it should be. But the Smithsonian ought
to resist the kind of budgetary regimenta-
tion some of its critics seem to have in mind
for it, and it should be supported in that
resistance by the American public. A creative
institution needs room to maneuver.

SENATE JOINT RESOLUTION 47

Mr. INOUYE. Mr. President, with my
colleague, Senator MATSUNAGA, I have in-
troduced Senate Joint Resolution 47 to
remedy a serious deficiency in the col-
lection of current population statistics by
the U.S. Bureau of the Census and sev-
eral executive departments. For too long,
public policymakers and citizen groups
have suffered from a lack of accurate and
timely data on this country’s Asian and
Pacific Island American population.

The joint resolution I propose seeks to
assure that the Federal Government de-
veloos methods to improve and exvnand
on the collection, analysis, and publica-
tion of a wide variety of population sta-
tistics relating to Americans of Asian and
Pacific Island descent.

It is no small problem that worthwhile
data about this eroup has been lacking
through the years. Too often. we in Con-
gress pass legislation relating to emnloy-
ment, health. social welfare. and educa-
tion without knowing its impact on our
Nation’'s Asian and Pacific Island Ameri-~
can people.

Policvmakers should know. for exam-
ple, to what extent Government bilingual
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education funds are in demand by this
population. It seems ridiculous to me to
authorize expenditure of tax dollars on
vital programs like bilingual education
without all the basic facts. And without
the same basic facts, local and State ad-
ministrators are unable to fully assess
the success or failure of a program like
bilingual education, which is directed in
part to the Asian and Pacific student.

In my home State of Hawaii, ordinary
10-year census counts give local planners
figures reflecting populations of “white,”
“black,” “Spanish-speaking” or “other.”
Of what use is the decennial census if
more than 60 percent of Hawaii’s popula-
tion must be counted as “other”?

Better statistics about the Asian and
Pacific Island Americans would help
many States in meeting the muiltilingual
ballot requirements set by the 1975 Vot~
ing Rights Act amendments, particularly
those States that have become home
for many recent Asian immigrants desir-
ing citizenship. And figures on Asian un-
employment rates and other social indi-
cators may help public officials approach
more knowledgeably the problems of ur-
ban Asian ghettos and low-income
neighborhoods.

I believe an improved data-gathering
operation will facilitate a more complete
grasp of the needs and problems of the
American pople, and also will help to
bring to the Asian and Pacific Island
Americans Federal programs and bene-
fits accorded other Americans.

If our distinguished colleagues agree
that the Federal Government should not
ignore this population group, perhaps
they also will agree that efforts to sur-
vey them and to draw social and eco-
nomic profiles of them must be con-
ducted with a full awareness of and
sensitivity to Asian and Pacific Island
American concerns.

There should be sufficient sensitivity
so that, for example, basic racial and
ethnic counts do not lump together all
Asian and Pacific Island groups under
headings like “yellow” or “oriental,” two
labels currently in consideration for use
in the 1980 census. What is needed is an
accurate breakdown of Asian nationali-
ties as well as Pacific Island people such
as Samoan Americans and native Ha-
waiians to meet the needs of local, State,
and Federal officials and planners. The
joint resolution I propose has provisions
to help assure that legitimate Asian and
Pacific Island concerns are reflected in
the collection of current population data.

I am hopeful this legislation may be
passed quickly, because we must meet
the need to bring our Nation's Asian and
Pacific Island American population on an
equal footing with the rest of the Amer-
ican people.

Mr. President, I request unanimous
consent to have the text of the joint res-
olution printed in the ReEcorbp.

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

S.J. Res. 47

Relating to the publication of economic
and social statistics for Americans of East
Asian or Pacific Island origin or descent.

Whereas more than two and one-quarter
million Americans identify themselves as be-
ing of East Asian or Pacific Island back-
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ground and trace thelr origin or descent
from the East Asian Continent or the Paclfic
Islands; and

Whereas these Americans of East Aslan or
Pacific Island origin or descent have made
significant contributions to enrich Amer-
ican soclety and have served thelr Nation
well in time of war and peace; and

Whereas a large number of Americans of
East Aslan or Paclfic Island origin or descent
suffer from racial, soclal, economic, and po-
litical discrimination and are denied the
basic opportunities they deserve as American
citizens and which would enable them to be-
gin to lift themselves out of the poverty
many of them now endure; and

Whereas improved evaluation of the eco-
nomic and soclal status of Americans of East
Asian or Pacific Island origin or descent will
assist localitles, States, the Federal Govern-
ment, and private organizations in the accu-
rate determination of the urgent and special
needs of Americans of East Aslan or Pacific
Island origin or descent; and

Whereas the provision and commitment
of local, State, Federal, and private resources
can only occur when there is an accurate
and precise assessment of need: Now, there-
fore, be it

Resolved by the Senate and House of Rep-
resentatives of the United States of America
in Congress assembled, That the Department
of Labor, in cooperation with the Depart-
ment of Commerce, shall develop methods
for improving and expanding the collection,
analysis, and publication of labor force char-
acteristics relating to Americans of East
Asian or Pacific Island origin or descent for
those States with localitles contalning sig-
nificant populations of East Asian or Pacific
Island Americans.

Sec. 2. The Department of Commerce, the
Department of Labor, the Department of
Agriculture, and the Department of Health,
Education, and Welfare shall each collect,
and publish regularly, statistics which indi-
cate the social, health, and economic condi-
tion of Americans of East Asian or Pacific
Island origin or descent for those States with
locallties contalning significant populations
of East Asian or Pacific Island Americans.

Sec. 3. The Director of the Office of Man-
agement and Budget, in cooperation with
the Secretary of Commerce and with the
heads of other data-gathering Federal agen-
cles, shall develop a Government-wide pro-
gram for the collection, analysis, and pub-
lication of data with respect to Amerlcans of
East Asian or Pacific Island origin or descent
for those States with localities containing
significant populations of East Asian or Pa-
cific Island Americans.

Sec. 4. The Department of Commerce, in
cooperation with appropriate Federal, State,
and local agencies and various population
study groups and experts, shall Immediately
undertake a study to determine what steps
would be necessary for developing creditable
estimates of undercounts of Amerlcans of
East Aslan or Paclfic Island origin or descent
for States with localities containing signifi-
cant populations of East Aslan or Pacific
Island Americans.

8ec. 6. The Becretary of Commerce shall
insure that, in the Bureau of the Census
data-collection activities, the needs and con-
cerns of the East Aslan or Pacific Island
origin population are given full recognition
through the use of East Asian or Pacific
Island language questionnaires, bilingual
enumerators, and other such methods as
deemed appropriate by the BSecretary for
States with localities contalning significant
populations of East Aslan or Pacific Island
Amerlicans.

Sec. 6. The Department of Commerce shall
implement an afirmative actlon program
within the Bureau of the Census for the em-
ployment of personnel of East Asian or Pa-
cific Island origin or descent and shall sub-
mit a report to Congress within one year of
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the enactment of this Act on the progress for the price of $10 million to the entire

of such program.

U.S. CANAL ZONE SOVEREIGNTY:
CHRISTIAN SCIENCE MONITOR
EDITORIAL CONFUSION CLARI-
FIED

Mr. HELMS. Mr. President, one of the
features in the current massive propa-
ganda campaign to win the support of
the American pecple and Congress to ac-
cept the surrender of U.S. sovereign con-
trol over the Panama Canal and its pro-
tective strip of the Canal Zone has been
editorials in some of our leading news-
papers based on erroneous information.
A recent example was published in the
February 15, 19717, issue of the Christian
Science Monitor, which supported the
State Department's program for giving
up the canal but perpetrated a serious
error of fact on the legal status of the
Canal Zone as an unincorporated terri-
tory of the United States. As such, the
canal cannot be surrendered without the
authorization of Congress (U.S. Consti-
tution, Article IV, section 3, clause 2).
Efforts for surrender without such au-
thorization are attempted usurpations
of executive authority, which must not
be permitted.

Fortunately, such editorials as that
cited are subject to the scrutiny of many
authorities well informed on canal mat-
ters. One of the most outstanding is Dr.
Donald M. Dozer, professor of history
emeritus of the University of California,
Santa Barbara, and an eminent author-
ity on Latin America whose numerous
writings are authoritative.

In a letter to the editor of the Chris-
tian Science Monitor on February 186,
19717, he stresses one major error in the
editorial as regards the status of the
United States as sovereign over the
Canal Zone,

As to such status, it should be noted
that there was no doubt in the minds of
eminent contemporary observers of the
early 20th century Isthmian events. The
British Ambassador, Lord James Bryce,
in 1906 stated that the 1903 Treaty
“ceded perpetuity” the Canal Zone to the
United States—James Bryce, “The Amer-
ican Commonwealth,” revised edition,
page 408.

Mr. President, because the letter of Dr.
Dozer should be of interest to all Mem-
bers of the Senate at this time when
the time for submission of a new canal
treaty seems approaching, I ask unani-
mous consent for it and the Monitor's
editorial to which it refers to be printed
in the REcCORD.

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

SaNTA BarBARA, CALIF.,
February 16, 1977.
The CHRISTIAN ScIENCE MONITOR,
Boston, Mass.:

I call attention to a serlous error of fact
sbout the legal status of the United States
Territory of the Canal Zone in your editorial,
“Canal talks: back to bargaining,” In the
Monitor of February 15.

A lttle research in easily accessible source
materials would have shown your editorial
writer that in Articles IT and IIT of the Hay-
Bunau-Varilla treaty of 1903 Panama
granted all sovereign rights over the Canal
Zone “in perpetuity” to the Unlited States

exclusion of the exercise of any such sov=
ereign rights by the Republic of Panama.
Bince the purchase was a clean bill of sale,
the treaty contained no provision for a later
renegotiation. So eager was Panama to pro-
vide the site for the benefit of her national
economy that the Panama National Assem-
bly ratified the treaty before the United
States Senate gave its consent. In addition
the Panama National Assembly adopted
other acts recognizing that they had ceded
the Canal Zone to the United States.

Both the United States Congress and the
Supreme Court have recognized the trans-
fer of the Canal Zone as a cession of sov-
ereign rights to the United States In per-
petuity. The leading case 1is Wilson v.
Shaw 104 U.S. 24 (1907) in which the United
States Supreme Court held that with the
exchange of ratifications of the purchase
treaty of 1003 “ceding” the Canal Zone title
to 1t passed to the United States. This decl-
slon was reaffirmed as recently as 1972 when
the Supreme Court denled certiorarl in the
case of United States v. Husband (R) 408
U.S. 035, 1972, This confirmed the ruling of
the United States Circult Court of Appeals
for the Fifth Circuit which ruled that the
Canal Zone is unincorporated territory of
the United States and as such is subject to
the plenary authority of the Congress. Ar-
ticle IV, Section ITI (2) of the Constitution
specifically gives Congress “power to dis-
pose of and to make all needful rules and
regulations respecting the territory and
other property belonging to the United
States.”

The status of the United States as sov-
erelen over the Canal Zone has not been
altered in any of the provisions of subse-
quent treaties between the two countries.

Sincerely,
Donarp M. DozeR.
[From the Christlan Sclence Monitor,
Feh. 15, 1977]
CanAL TaLES: Back To BARGAINING

A determined and commendable effort to
work out a new treaty with Panama, cover-
ing the Canal Zone and the interocean water-
way, now 1is getting under way. This repre-
sents the Carter administration’s first ven-
ture into the sphere of international negotia-
tions, and the new President naturally Is
anxious to see it succeed. The U.S. team,
headed by veteran dinlomat Ellsworth
Bunker, has been augmented by Washington
lawyer Sol M, Linowitz, a man likewlse dedi-
cated to achleving a new agreement with
Panama.

Intermittently since 1964, the quest for an
agreement has dragged on, but now Mr.
Carter is hoplng & new treaty can be com=-
pleted by this coming June. This may prove
optimistic on his part, considering the diffi-
culties still ahead, but at least the men-
tioning of such a target date lends stimulus
and encovragement to the delegations to get
on with the task,

Panama meanwhile has injected a note of
uncertainty into the talks by suddenly re-
moving its chief negatiator, Forelgn Minister
Aquilino Boyd, and replacing him with
Nicolds Gonzales Revilla, the young Pana-
manian Ambassador to the United States,
who has not had much direct contact with
the discussions hitherto.

Two major questions now remain to be
ironed out. One is the final termination date
for the new treaty, which means the date on
which control of the canal and its zone
passes to Panama. The two parties are not
very far apart on this. The second is more
difficult: U.S. access to, and defense of, the
waterway once it is under Panama's control.

This matter of future American rights in
the area Iinevitably involves an element of
national pride on both sides, with resultant
domestic political impllcations. One pro-
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posal, by Panama, is that guarantees of
access and Canal Zone neutrality ought to
be vested in the United Natlons, but this may
not go down well with the U.S. Senate which
must ratify the treaty.

Indeed, unless the negotiators are skillful
in working out provisions acceptable to both
sides, and unless the Carter administration is
adept at justifylng the settlement to the
American people, treaty ratification could
become a major issue. Lots of hard bargaln-
ing plainly looms ahead.

Working in favor of a settlement that both
capltals can approve, however, is the sheer
need to solve the problem. Ambassador
Bunker is not alone in belleving that a new
Panama treaty is imperative if future Amer-
ican relations with Latin America as a whole
are to be warm and credible. Moreover, Pan-
ama never ceded soverelgnty over the Canal
Zone, so & mutual arrangement now must be
found that enables Panamsa eventually to re-
sume control, without impairing U.8. stra-
tegzic interests or Panama’'s integrity as an
independent natlon. The temper of the
times clearly requires revision of the 1803
pact, and the Unilted States should not
shrink from taking the essential steps to
bring it about.

SHARE DRAFT POWERS FOR
FEDERAL CREDIT UNIONS

Mr. EASTLAND. Mr. President, on
Tuesday, April 19, one of my constituents,
W. Liddon McPeters from Corinth, Miss.,
testified before the National Credit Union
Administration on a proposed regulation
to authorize share draft powers for Fed-
eral Credit Unions. Mr. McPeters is pres-
ident of the American Bankers Assocla-
tion and was accompanied on that oc-
casion by the general counsel of the as-
sociation, Mr. Willlam H. Smith.

The statements of Mr. McPeters and
Mr. Smith are very informative and de-
serve the attention of the Senate. I am
sure that their testimony will be of par-
ticular interest to members of the Com-
mittee on Banking, Housing, and Urban
Affairs.

Mr. President, I ask unanimous con-
sent that the statements made by Mr.
McPeters and Mr. Smith be printed in
the RECORD.

There being no objection, the state-
ments were ordered to be printed in the
REcoRD, as follows:

StaTEMENT oF LippoN MCPETERS

Mr. Montgomery and members of the
NCUA staff, I am Liddon McPeters, President
of the Security Bank, Corinth, Mississippi,
and President of the American Bankers As-
sociation, on whose behalf I am appearing
today. Accompanylng me is Willlam Smith,
General Counsel to the Association. We ap-
preciate this opportunity to present the
views of our Assoclation, whose membership
consists of approximately 929 of the nation’s
more than 14,000 commerclal banks, of the
Administration's proposed rule for share
draft programs for Federal Credit Unlons.

As you have perhaps surmised from our
previous actions, the ABA is strongly opposed
to the proposed NCUA regulation on share
draft powers for Federal Credit Unions. The
basls for our Assoclation’s opposition to the
proposed program is twofold in nature: 1)
the addition of share draft powers changes
the functional concept of the credit union
and raises certaln public policy issues, in-
cluding competitive inequity between com-
mercial banks and credit unions; and 2)
the illegality of the NCUA proposed author-
ization of and participation In a share draft
program by Federal credit unions.
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I will focus my remarks on our first area
of concern and Mr. Smith, in his statement,
will address the illegality of the NCUA pro-
posed program.

Traditionally, our Association has not op-
posed the extension of third-party payment
powers to credit unions and other types of
thrift institutions if the public is served by
equal treatment being established for all the
depository institutions having such powers.
Equal treatment pertains to taxation, re-
serve requirements, deposit interest rate reg-
ulation, and other supervisory and regulatory
requirements imposed on institutions chart-
ered to engage in the business of accepting
deposits payable on demand. Indeed, we be-
lieve that such balanced and equitable
changes in regulations covering deposits are,
in the long run, in the public interest, offer-
ing an expanded and more convenient pay-
ment service to the public.

In the judgment of our Assoclation, how-
ever, the share draft program proposed by
the Administration will further aggravate the
existing competitive imbalance and unfalr
advantage enjoyed by credit unions at the
expense of other financial institutions and
most particularly commercial banks, since
payment services are an Integral feature of
the business of these instltutions.

Checking accounts have long been a dis-
tinctive service of banks. Use of checks by
households, as well as by business and gov-
ernment, is more widespread and common-
place in the United States than in any other
country. Banks have thus provided a broad-
based and convenient means of payment in
our economy. Entry of credit unions, which
have previously been granted special com-
petitive privileges, into the third party pay-
ment business would add to the already in-
tense competition In the checking account
business. Because banks will likely suffer
losses of deposits and earnings due to these
competitive inequities, 1t is understandable
that bankers argue that credit unions not be
authorized to enter the checking account
business unless the ground rules governing
competition are equal. Share draft accounts
are checkling accounts—they should be called
checking accounts, not obfuscated by mar-
keting gimmickry which must be explained
by saylng that they are “like a check.”

Much of the competitive advantage en-
joyed by credit unions stems from the special
privileges under which they operate and the
extraordinary subsldies they receive. Credit
unions receive public subsidies in the form
of tax exemption and the absence of deposit
reserve requirements. They often receive ad-
ditional subsidies in the form of contribu-
tions, such as rent-free space, from the spon-
soring organization. These subsidies, coupled
with the lack of corporate shareholders ex-
pecting earnings, enable most credit unions
to pay & higher Interest rate on deposits and
make loans at lower rates than banks and
thrift institutions. The result is that com-
mercial banks and other thrift institutions
would be at a significant competitive disad-
vantage if credit unlons recelve share draft
powers without redressing the competitive
imbalances which could then more obviously
exist.

Indeed, one can question whether some of
the subsidies which provide credit unions
with such an advantage continue to serve
any useful soclal purpose, since those sub-
sidies no longer benefit primarily lower-in-
come groups or those without access to fi-
nancial services from other sources, The con-
tinuation of all of these subsidles, combined
with expanded credit union powers, could
eventually transform credit unions into a
primary supplier of personal financial sery-
ices in many market areas. There is no valid
Justification in the competitive American
marketplace for such special privileges to
continue.

Until recently, the credit unlons' advan-
tage has been offset by thir inabllity to offer
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third party payments. The introduction of
share drafts, therefore, makes it virtually
impossible for many banks and other thrifts
to compete effectively with credit unions for
a sizable portion of avallable household de-
posits.

Competitive equality relative to credit
unions and the thrift institutions is especial-
ly important to the future viability of thous-
ands of small- and medium-size banks
roughly 13,000 are small- to medium-size
and serve local communities and suburban
areas. About 2,400 small banks averaged less
than $40,000 in net income in 1974, Another
3,160 relatively small banks averaged less
than #$85,000 net income. Such banks are
particularly susceptible to adverse effects
from changes in competition with thrift in-
stitutions, such as that which would result
if the NCUA adopts the proposed share draft
program.

Let me cite just a few specific examples.

Alaska Natlonal Bank in Anchorage has
lost $600,000 in checking accounts of 375
customers while Alaska USA Federal Credit
Union has acquired 1,800 share draft ac-
counts worth over $¢ milllon. These 1,800
accounts represent a mere 3.8% of the mem-
bership of this particular credit union, and
the $4 million just over 3.3% of the total
assets of the credit union. What will be the
effect on Alaska National Bank if all or most
of the credit union’s members shift thelr
checking accounts from Alaska National to
Alaska USA?

First National Bank of Big Spring, Texas,
has lost $100,000 and over 100 accounts. State
National Bank in Big Spring has lost approx-
imately the same amount, and perhaps a few
more accounts. Securlty State Bank in Blg
Spring has lost in excess of $400,000 and up to
176 accounts. Meanwhile, Webb Air Force
Base Federal Credit Unlon has acquired al-
most $645,000 in 900 or so share draft ac-
counts and, as a result of action taken by
your office recently, was authorized to ex-
pand its “common bond"” of membership to
the entire community in which it operates,

First National Bank of South Carolina,
with branches in Charleston, has lost
$414,000 In checking and savings accounts,
while CAB Federal Credit Unlon in Charles-
ton has accumulated nearly $1.8 million in
nearly 1,700 share draft accounts. Only 10%
of the membership of the credit union now
have share draft accounts. What will hap-
pen to the banks In that area when 100% of
the members open such accounts?

In Peru, Indiana, the Peru Trust Company
has a $1.8 milllon branch office serving the
Grissom Air Force Base. The Grissom Fed-
eral Credit Union is participating in the
share draft “experiment” in the same loca-
tion and anticipating some 2,000 or 3,000
share draft accounts within a year. If this
occurs, Peru Trust is resigned to losing its
branch., The deposit base remalning after
the anticlpated losses to the credit union
will not support its continued existence. The
gingle and obvious fact {s that funds in share
draft accounts at credit unions are coming
directly from checking accounts at banks
and banks are legally banned from meeting
such competition.

Your program, to date, has been billed as
an experimental one, involving a few hun-
dred credlt unions out of the nearly 13,000
institutions under Federal Charter. Most of
the share draft “experiments” have been
operatling for onlv a little lonzer than a year,
or for an even shorter period if the typ-
{cally limited “start-up" period is excluded.
If the proposal is adopted in permanent form,
there are several hundred other Federal credit
unions interested in offering share drafts. It
is not unreasonable to expect that eventually
thousands of credit unions will be particl-
pating in share drafts. There are 10,000 state-
chartered credit unions in the United States
as well. The recrulatory authorities for these
institutions will, by and large, follow the
lead the Federal agency takes in approving




12198

or disapproving this program. So-called
“wild-card” statutes in .several states would
automatically grant share draft powers to
state credit unions, and in other cases it will
be done simply to prevent a flood of charter
conversions from state to Federal.

Credit unions have become full fledged
participants in our nation's financlal system.
Under professional management, the more
aggressive credit unlons have macde a farce
of the common bond concept and have
emerged with their historic traditions intact,
as aggressive competitors with many smaller
banks. Prior to any further expansion of
credit union powers—such as the share draft
proposal—we believe it is incumbent that
both the NCUA and the industry it regulates
should first accept the supervisory and regu-
latory burdens imposed on other participants
in our nation’s financial system.

Another aspect of competitive equity in-
volves reserve requirements. Reserve require-
ments on checking accounts assist the Fed-
eral Reserve in its administration of mone-
tary policy and help insure the safety and
soundness of Institutions offering such ac-
counts. In the commercial banking industry,
the Federal Reserve sets reserve requirements
for member banks and states set reserve re-
quirements for nonmember banks. Since
member banks currently have the bulk of
demand deposlits, this system has adequately
served the twin goals of not interfering with
the central bank's administration of mone-
tary policy, and fostering a sound and inno-
vative banking system through a system of
dual chartering at the state and Federal level.
If credit unions recelve the power to offer
share draft accounts, the system can only be
preserved by imposing on all federally-char-
tered credit unions the same reserve require-
ments as those imposed on Federal Reserve
member banks. Although It can only be done
through legislation, we also believe states
which empower state-chartered credit unions
to offer share drafts should be encouraged to
impore the same reserve requirements on
these credit unions as they Impose on state-
chartered nonmember banks,

Moreover, the payment of interest on de-
posit balances avallable for transfer to third
parties would be attractive to private Indi-
viduals and corporations where this type of
deposit 1s made avallable, This ability to at-
tract additional deposits through interest
bearing share drafts would encourage many
Federal credit unlons to offer this type of
payment device. These advantages could re-
duce the need for demand deposits of com-~
mercial banks, Under these circumstances,
there would be decreases in commercial bank
deposits which are subject to monetary con-
trol, while at the same time the share draft
accounts of credit unions would, In effect,
operate as part of the money supply, but
would do so outside the control of the Fed-
eral Reserve. Thus, the effectiveness of the
Federal Reserve in exercising its monetary
policy could be hampered.

In summary, the competitive inequities
between banks and credit unions which I
have described would be expanded in and
of themselves and significantly extended by
the Administration’'s proposed share draft
program. Moreover, the effects of the rule
would adversely affect the conduct of na-
tional monetary policy.

We would now like to direct our remarks
to the illegality of the share draft program.
STATEMENT oF WiLLtAM H. SMITH

I am William H. Smith, General Counsel
of the American Bankers Assoclation. I would
like to thank the MCUA for the opportunity
extended to our Association to appear here
today and to express our views on the pro-
posed share draft rules.

These views can be very simply stated.
Bhare drafts for Federal credit unions are
bad policy and worse law.
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Policy conslderations, and particularly the
present and expected harm to commercial
banks, are addressed in the statement of
ABA President Liddon McPeters. I will focus
instead on the legal aspects of share draflts
under the Federal Credit Union Act.

We can find no authority in the Aect for
share draft accounts. The proposed rule
doesn’t help us much either. The Admin-
istrative Procedures Act requires that an
agency state in a proposed rile the source
of authority for the rule. NCUA has cited, as
authority, the Administrator's rulemaking
powers under the statute. We know that he
has authority to make rules in general, but
what is his authority to make this rule?
That is nowhere stated.

The ABA takes the position that none of
the express powers of Federal credit unions
convey this authority; that the implied
power of Federal credit unions are inadequate
to accomplish this purpose; and that, accord-
ingly, the NCUA cannot create such a power
in Federal credit unions out of the whole
cloth. Furthermore, share drafts are incon-
sistent with the whole history of Federal
credit unions and the history of finaneial in-
stutions in general,

First, the express powers of Federal credit
unions include the right to sue and be sued;
to make contracts, to adopt a common seal,
to cash and sell checks and charge a fee for
doing so, to own property, to make loans,
receive deposits, borrow money and assess
late charges. Where, among these powers,
does one find any reference to share drafts
in any way, shape or form? It simply is not
there,

This then leaves the "implled powers” of
Federal credit unions. Credit unions may do
anything which is necessary or requisite to
carry out the purpose for which they are in-
corporated.

In what sense do share drafts meet the
“necessary or requisite’” test? In the pro-
posal, we are told only that member con-
venience is the object of this program. This
is insufficient, as a matter of law, to justify
the rule.

Under the law, the implied powers of a fi-
nanclal institution are only those which bear
some connection to the performance of an
enumerated power. The First Circuit Court
of Appeals has held that “if this connec-
tion between an incidental activity and an
express power does not exist, the activity is
not authorized as an incidental power.”

Where is the legally required connection in
the case of share drafts? Are these drafis
somehow necessary or requisite in order for
a credit union to adopt a common seal? Are
we supposed to assume that because a credit
union has the power to make contracts that
any contract is a necessary incident—in-
cluding the contracts which underlie the
creation of a share draft program? Are we
going to be told that credit unions will not
be able to make loans without share drafts?
We reject any such contention as ludicrous
at worst and bootstrapping at best.

I suppose it might be said that survival
and growth of an institution are “necessary
or reguisite” but, quite clearly, this neces-
sity has been met without share drafts. Over
the past ten years, credit unions have in-
creased their assets 28B1%, far outstripping
any other form of financial institution in
rate of growth.

Instruments for third party withdrawals
from interest-earning accounts are, likewlse,
not incidental to the operations of a
finaneial Institution dedicated, by law, to
promoting thrift. The Supreme Court of
Maine, in 1971, and the New York Court of
Appeals, in 1975, have so held. The institu-
tions involved in these suits were designed to
promote thrift; there was no specific statu-
tory authority for them to permit third-
party withdrawals from interest-bearing ac-
counts; & "necessary and proper" type clause
appeared in the savings bank statutes; and,
in both cases, there was no long prior history
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of the guestioned activity before legal chal-
lenges were Instituted. Nothing distinguishes
the facts In the present share draft situa-
tion from the facts in these savings banks
cases, The result, therefore, should be the
same. If these accounts were not permitted
in New York and Maine before specific statu-
tory authority was granted, neither should
similar accounts be permitted to Federal
credit unlons in the absence of a statute say-
ing zo in clear terms.

Additionally, & particular activity can
hardly be considered to be an “implied
power"” where there are Indications elsewhere
in the statute that such activity is not in-
tended to be exercised.

I think that it would be fair to say that
the Administrator recognizes that Federal
credit unions do not have “demand deposit”
powers; the ABA certainly takes this posi-
tion. When the share draft rule was proposed,
the Federal Credit Union Act specifically pro-
hibited the Administrator from insuring de-
mand deposit accounts in state credit unions.
It also prohibited the Adminlstrator from
discriminating against state-chartered credit
uaions. These two provisions could exist
virtually side by side only because Federal
credit unions lack authority to have demand
deposit accounts, and therefore, it is not dis-
criminatory to exclude the state demand
deposit accounts from the insurance pro-
gram.

The prohibition agalnst demand deposit
accounts for Federal credit unions is recog-
nized by NCUA itself. The General Counsel,
Mr. John Ostby, has written that a partic-
ular proposed arrangement whereby a credit
union would guarantee payment of a share
draft cashed at a bank would be improper,
since the drafts would then “take on the ap-
pearance of demand deposit accounts and
might be subject to court challenge as such.”
Share drafts, however, are payable on de-
mand and thus obviously payable from de-
mand deposit accounts because nothing on
the face of the Instrument says otherwise.
Under the Uniform Commercial Code that
fact is decisive. Any agreement between the
credit union member and the credit union to
the contrary would not be binding on a third
party and would be unenforceable,

At the same time, we are told that there is,
in the credit union bylaws, a provision that
reserves to credit unions the right to require
notice prior to withdrawal. A credit union
member may or may not be aware that such
a bylaw exists or that it Is applicable to a
share draft account. No such terms or con-
ditions are stated in the agreement the mem-
ber signs when he opens & share draft ac-
count. But even if the member were fully
aware of such a rule, the merchant who
takes & draft in payment for goods is not
aware of Its existence, and he is conclusively
presumed not to be aware of it. Once the
draft is In his hands, it is legally impossible
for the credit union to invoke its alleged
right to prior notice, even If it wanted to do
80.
There is a further point to support this
position that share drafts are, in fact, de-
mand instruments. Various banks in differ-
ent parts of the country have treated share
drafts as “collection items.” In Wyoming,
Texas and Florida, credit unions have filed
suit against the banks to compel them to
treat share drafts as “cash items,” and proc-
ess them through the Federal Reserve clear-
ing system. The Fed's Regulation J defines
“cash items” as checks and "other items pay-
able on demand.” So the credit unions them-
selves, when it suits their purposes, claim
that these Instruments are demand items.
Calling the drafts something else doesn't
make it so; and fabricating a wholly ficti-
tious “prior notice" requirement burled in an
obscure and inapplicable bylaw doesn't make
it so either. You admit that credit unions
don't have demand deposit authority, and
yet you propose to authorize demand ac-
counts anyway. That is illegal.
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What about the power of the agency as
distinct from the powers of the credit
unions? Here again, there is no express power
contained in the Federal Credit Union Act
that authorizes the Administrator, at will, to
create separate, different or additional classes
of shares. The agency admits this as well. A
letter from the Administrator to Credit
Union National Assoclation in September
1971, states that the law does not authorize
anything “other than traditional share ac-
counts.” The recent enactment of H.R. 3365,
subsequent to the promulgation of this pro-
posed rule, is the only thing that changes
this. This Act will allow, by specific statute,
a variable rate share certificate, which Is an
untraditional account. Where is the specific
statute authorizing share drafts?

Of courze, there are the general “rule-
making” powers of the Administrator. They
are found In two places in the statute, and
the agency relies solely upon these two sec-
tions as authority for the proposed rule, Sec-
tion 209 of the Act provides that the Admin-
istrator may exercise various enumerated and
implied powers in administering the share
insurance subchapter. Somebody is going to
have to explain to me, and to our bankers,
what the existence or non-existence of share
draft accounts has to do with the creation,
administration or protection of the Share
Insurance Fund.

The other section, Eection 120 of the Act,
likewise contains a list of the Administrator’s
enumerated powers, the power to prescribe
rules and regulations for the administration
of the Act, and the power to do other things
necessary or appropriate to carry out the
provisions of the Act. None of the enumer-
ated powers has anything to do with share
drafts. The Administrator is not given the
power to do anything outside the scope of
the Act. Courts have invariably held that an
agency may not exceed the scope of its stat-
utory authority. This is particularly true
with respect to financial instiutions. The
U.S. District Court for the District of Colum-
bia held, in November 1976, that the Admin-
istrator’s powers were analogous to the pow-
ers of the Comptroller of the Currency and
the Federal Home Loan Bank Board. Look
what has happened in the case of these two
agencies.

In the 1960's the Comptroller authorized
a whole range of activities by mnational
banks—data processing services, collective
investment funds, travel agencies, etc. One
by one, these activities were challenged;
and time after time, the courts have struck
them down. Nothing in the law authorized
the banks to engage in these activities, and
therefore, they could not do so, the Comp-
troller of the Currency notwithstanding.
The Home Loan Bank Board has had a sim-
ilar lack of success in attempting to ex-
pand its powers beyond the statute. The
Board authorized data processing services
for the Federal Home Loan Banks, and a fed-
eral court in Ohlo overturned this authori-
zatlon. It isn't in the statute, and the agency
can’t put it there.

Why is the National Credit Union Admin-
istration different? What is there that gives
this agency plenary powers that the other
regulators do not have? Only if the new
activity to be authorized can be supported
by the statute itself, or at least by its leg-
islative history, will the activity be proper.

Consider then the leglslative history of
the statutes regulating financial institu-
tions.

When the Federal Credit Union Act was
passed in 1934, the debates on it emphasized,
over and over and over, that these institu-
tions were designeg for two purposes and
two only—to gromote thrift and to provide
loans at reasonable rates to people who
could not get them from banks.

In fact, one of the major proponents of
the Act, Congressman Henry B. Steagall,
stated that the services to be rendered by
credit unions were not comparable to those
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rendered by banks. Now, the National Credit
Union Administration tells us that share
drafts—advertised as "“just like a checking
account at a commercial bank'—were cer-
tainly in the comprehension of the Congress
when it gave credit unions powers necessary
or requisite to carry out the purpose for
which they were incorporated. This is just
plain wrong.

So pervasive in the minds of the sponsors
were these dual purposes of thrift and credit
that they wrote the words into the law in
1934 and there the words have remained
for 43 years without change. If share drafts
can be sald to promote thrift and credit, it
is surprising that the implied powers of
credit unlons were not relled upon at any
time in all these years to justify creation
of such accounts.

As additional support for the proposition
that Federal credit unions do not, by virtue
of their implied powers, have the authority
to engage in the business of accepting de-
mand deposit accounts, we point to the fact
that Congress has in the past discovered and
dealt with problems related to the level of
reserves on demand deposits, the method of
keeping these reserves, and the payment of
interest on demand deposits. In each case,
the Congress moved to regulate or prohibit
the activities in question, and yet there is no
mention of Federal credit unions in the stat~
utes. Having taken steps to correct the prob-
lems assoclated with demand deposit ac-
counts, Congress enacted the Federal Credit
Union Act and never mentioned such ac-
counts in your enabling leglslation. Indeed,
in the intervening 43 years, the Federal
Credit Union Act has been amended many
times, and yet Congress has never seen fit
to set down any legislative rules or regula-
ticns for demand account activities in credit
unions, It is reasonable to assume, there-
fore, that Congress never intended that Fed-
eral credit unions should possess this power.
If demand deposit accounts, per se, were
what Congress intended to regulate, it is
inconceivable to us that they would have
excused Federal credit unions from such
regulation, particularly without saying so
specifically, if credit unions in fact had such
powers.

Perhaps the best, and most recent, {llustra-
tion of this point is the NOW account ex-
periment in New England., If somehow one
can successfully argue that a share draft is
not a check, at the very least it bears a strik-
ing resemblance to a Negotiable Order of
Withdrawal. Tn order for NOW accounts to
exist at all, Congress obviously belleved that
soecific statutory authority was necessary.
What makes Federal credit unions so much
different that they may postulate such a
power without a specific statute? Also, Con-
gress has considered NOW accounts to be
experimental, and, as such, felt it necessary
to limit them to a specified geographic re-
glon. What makes credit unions so much
different that the same type of account may
be permitted nationwide?

Further, Congress has enuvmerated those
types of financial institutions which may
participate in the experiment within the
eelected area, and in doing so, very delib-
erately omitted credlt unicns. Only in finan-
cial institutions other than credit unions,
and only in New England, can NOW aec-
counts be offered by specific Congressional
mandate. Yet your pronosed rule would per-
mit the same kind of account to be offered
by the excluded institution in the excluded
areas of the country. How could it be clearer
that what you propose is plainly illegal?

Tf this 1= not enough of an indication that
Congress does not intend for Federal credit
unions to have these powers, consider as well
what Congress has not done. ITn 1965 and
1969, Rep. Wright Patman introduced bills
in the Hou=e which would have given credit
unions checking account powers. They did
not pass. Are we to assume that Rep. Patman
did not know what he was doing? If credit
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unions already had this power, Mr. Patman's
bills were superfluous. Wright Patman was a
major proponent of the Federal Credit Union
Act in Congress in 1934 and of virtually every
amendment since then. Above all men, he
must have known what the Act did and did
not authorize,

Just last year, Rep. Fernand St Germalne
introduced & bill which would have given
Federal credit unions parity with state credit
unions in third-party payment accounts. It
did not pass. Was he also gullty of perform-
ing a superfluous act? If credit unions al-
ready hid these powers, and more, as the
agency now claims, it would seem that he
was. The ABA rejects that contention and
submits that Congressman St Germaline un-
derstood full well the need for that legisla-
tion.

I want to return now, for a moment, to
the concept of “thrift and credit.”

A credit union’s powers are limited to those
that are necessary or requisite to carrying
out those two purposes. The law says so in no
uncertain terms.

Share drafts clearly do not promote thrift.
To the contrary, they encourage spending
of funds by making it easy to do—as easy as
spending money in a checking account.
Throughout your experimental program, the
eredit unilons' advertlsing has consistently
emphasized this—"Use them anywhere
money is spent”; “Spends like cash'; “Re-
place your commercial bank checking ac-
count” and so forth. Are we to assume that
the credit unions were deceiving their mem-
bers, and that share drafts were really de-
signed for saving money instead? Not very
likely.

What about providing a source of credit to
members? Are share drafts “necessary or
requisite” for that? Somebody Is going to
have to prove that to us. Primarily, share
drafts are programs for large credit unions,
not small ones. Under your proposal, you
would very likely find small credit unions
unable to handle the additional business.
At the same time, the large credit unions
don’t need the additional funds. In fact, ac-
cording to one expert, employed by the credit
union industry, the large credit unlons in
Colorado at least cannot get rid of the ex-
cess funds they have already, much less any
increase in funds that might result from a
share draft program. Consider alsuv an urga-
nization llke McGuire Community Federal
Credit Union in New Jersey. At the close
of 1975, this credit union had 40% of its
assets In investments other than loans to
members. You have an obligation to demon-
strate to us and others that McGuire's share
draft program Is necessary so that its mem-
bers will have a source of credit.

Even If excess funds are not on hand, they
can be borrowed, under the law, to meet loan
demand. The credlt unlons have created 38
Central Credit Unions specifically for this
purpose, plus the U.8. Central Credit Union.
The U.S. Central now has the capability of
controlling $1 billion of the £8 billion total
excess liquidity of credit unions., With this
amount of excess funds, are we belng told
that the credit unions need still additional
funds?

I can only summarize this statement by
repeating what I sald at the beginning. There
is not one scintilla of support for share
drafts in the statute; not an iota of intent by
Congress In the legislative history that these
{nstruments should be allowed to exist; not
a pittance of proof that they are necessary
or requisite. The National Credit Union Ad-
ministration must enforce the law, and not
make the law. The ABA submits that you
have no choice except to withdraw this pro-
posed rule.

ENERGY

Mr. MATHIAS. Mr. President, any-
one tempted to challenge the premise of
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President Carter’s energy message should
first look at the record of increasing
volume of oil imports and the increas-
ing eost in dollars spent abroad. If that
dismal record is not enough to shock
a majority of Americans then we are
apt to have hard times indeed. When a
once-energy-independent nation must
import half of its petroleum demand,
there are bound to be profound effects
on national security and foreign policy
as well as on the availability of energy
itself. When we contemplate sending 50
billion American dollars annually, not
only out of our country, but out of our
economy, in order to buy a consumable
commodity, we need to ask whether we
are not putting goals such as full em-
ployment beyond the reach of the pri-
vate sector of the United States.

So I applaud and welcome President
Carter’s forthright acknowledgment that
our diminishing energy resources and
our inordinate energy consumption pose
the greatest challenge we face in the
next decade.

But I warn the President that the road
that lies ashead of him is rough. Many
of us who have been on that road know
its difficulties and its frustrations, A year
ago at the New School for Social Re-
search in New York City I warned:

No more serious challenge faces us today
than how to get this country going on the
road to conservation and self-sufficlency.

But frankly, that is a warning that
only a President can give with any pros-
pect of effective response and I am
heartened that the President has under-
taken the job.

I hope the President will be prepared
to repeat and repeate the warning that
he has issued. It is not enough to pre-
dict that someday even the costly foreign
sources of oil may run dry. The subile
linkage between energy and modern civ-
ilization must be revealed clearly to every
voter and every taxpayer. In 1976 at the
Colorado School of Mines I tried to sug-
gest this by saying:

We don't face just an “energy crisis,” we
face a challenge to our entire civilization.
This distinction is crucial, both to under-
standing our present danger and to finding
the necessary responses to it, The phrase
“energy crisis” is misleading. It suggests en-
ergy is just one of many problems inherent
in modern society . .. that the “crisis” can
be handled by one or two bold strokes . . .
(but) energy is not just an aspect of modern
soclety. It Is society’s lifeblood. Energy is to
modern man what wildlife was to the In-
dian. Tt sustains life. OQur economy . . . food,
Jobs, industry, income, homes, transporta-
tion . . . all of these and more depend on
energy.

I support the purpose and direction
of the President’s approach to resolu-
tion of our energy problems, but I want
to study carefully his legislative pro-
posals, including those relating to in-
creased taxes, to determine whether
they offer the best hope for addressing
the many complexities of this dilemma.

To be successful any approach to the
energy problem must emphasize equally
and urgently two aspects of the ques-
tion: conservation and priority develop-
ment of alternate sources of energy.

We must pay the true cost for the fuel
we use, but we must also assure that
our industries and workers do not be-
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come victims and that we do not pro-
duce economic dislocation in the process
of resolving our energy crisis. In addi-
tion, we must analyze the impact our
plans and actions will have on our trade
position and our relations generally with
other countries.

I pledge myself to support the Presi-
dent in the continuing educational effort
that will be necessary and to work with
him in evolving and evaluating alterna-
tive solutions to the problem.

Meanwhile, it is important to remem-
ber that this is not some lofty issue to be
determined at Olympian heights by
demigods. It is a practical problem for
every American and each of us can vol-
unteer some simple everyday ideas that
will contribute in some measure to both
the conservation of energy and to our
constant awareness of the problem. In
this spirit, I suggest that every elevator
button in the Capitol and the congres-
sional office buildings be provided with a
sign saying “Walk Down—Save Energy.”
Such a simple sacrifice might even in-
spire the more hardy of us to start walk-
ing up, which would be good for our
hearts and good for America.

PIKETON URANIUM ENRICHMENT
PLANT

Mr. METZENBAUM. Mr. President, in
his April 20 energy message, President
Carter recommended that plans to con-
struct a major gaseous diffusion uranium
enrichment plant in Piketon, Ohio, be
abandoned in favor of a newly developed
centrifuge technology. The administra-
tion has not decided where the centri-
fuge facility will be located, but there
are reports that Oak Ridge, Tenn., is
under consideration.

I am not in a position to make a judg-
ment on the comparative merits of the
two enrichment technologies, but I do
know that a decision to shift the plant-
site from Piketon would have severe neg-
ative effects on an economically de-
pressed region. Unemployment is over 15
percent in the Piketon area at this time
and the community has based its plans
for the future on the Federal commit-
ment—firm until now—to construct the
plant there. Businessmen have made in-
vestments, schools in Ohio and Kentucky
have established programs to train po-
tential workers, and plans have been
launched to insure that minority-run
firms—hardest hit by unemployment—
will have an opportunity to participate
in the project. If the plantsite is moved,.
all of these efforts will have been for
naught, and a depressed area will sink
further into economic chaos.

On April 21, I wrote to President Car-
ter to express my profound concern
about the implications of his decision
for the Ohio economy. Tomorrow, Sen-
ators GLENN, Forp, HUDDLESTON, and I
will meet with the President to express
our views to him directly.

Mr. President, labor leaders, business-
men, public officials, and concerned citi-
zens in Ohio and the neighboring States
have expressed strong support for lo-
cating whatever uranium enrichment
facility is built at the Piketon site. I ask
unanimous consent that mv letter of
April 21 to the President and a selection
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from the hundreds of messages I have
received on this matter from people in
all walks of life in Ohio be printed in
the Recorp for the information of the
Senate.

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

U.B. SENATE, COMMITTEE 0N ENERGY
AND NATURAL RESOURCES,
Washington, D.C., April 21, 1977.
PRESIDENT CARTER,
The White House,
Washington, D.C.

DEsR MR. PRESIDENT: I would like to ex-
press my concern that your decision to re-
direct uranium enrichment technology from
gaseous diffusion to centrifuge may Jeop-
ardize the expansion of the Federal facility
at Portsmouth, Ohlo.

As you know, the Congress has repeatedly
authorized funds for increasing our Nation's
enriched uranium supply through expansion
of the Portsmouth site. It is my understand-
ing that there are no technologlical or engi-
neering features of this new technigue which
would necessitate shifting the proposed fa-
cility away from Portsmouth.

The City of Portsmouth and surrounding
communities have eagerly anticipated the
infusion of over §4 billlon into this econom-
ically depressed region. The promise of an
estimated 10,000 jobs through the construc-
tion of the gaseous diffusion plant and the
three powerplants would insure prosperity
where there is now unemployment over 12
percent. State and local officials, labor leaders
and concerned citizens have all expressed to
me today their deep concern over the pros-
pect that Portsmouth may lose this promised
facility.

Mr. President, I strongly urge you to name
Portsmouth, Ohio as the site for the centri-
fuge uranium enrichment facility. Your
statement last fall that “I have long sup-
ported full authorization and funding for
enlargement of the government-owned uran-
fum enrichment facility at Portsmouth,
Ohio,"” recognized that this project is of the
utmeost importance to this region and the
entire State. I respectfully request your as-
sistance in this matter.

Warm regards,
Howarp M., METZENBAUM,
U.S. Senator.
[Telegram]
STATE CAPITOL BUILDING,
Columbus, Ohio.

Dear SENATOR: We are vitally concerned
about published reports that the planned add
on facllity committed by ERDA at the Pike-
ton, Ohlo uranium enrichment facility may
be threatened. This plant is located in the
Appalachian region of Ohio which is now ex-
periencing the highest rates of unemploy-
ment in the State. The economy of the reg-
fon sorely needs the stimulus that is being
generated by the present expansion of the
Piketon plant. We urge that the commitment
to expand this existing plant be fulfilled by
incorporating the centrifuge process into the
facility at Piketon. This would preserve the
promise of employment for the residents of
this part of Ohio and also produce the much
needed enriched uranium for our present and
future nuclear power plants at an earlier
date than any alternate plan,

James A. RHODES,
Governor of Ohio.

E. STATE STREET,
Columbus, Ohio.
Sen, Howarp METZENBAUM,
Senate Office Building,
Washington, D.C.:

In behalf of the entire labor movement in
Ohio I respectfully urge your involvement
and effort to restore the building of the ad-
dition to the Portsmouth Power Project. I
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understand President Carter has cancelled
this project and intends to have the addi-
tion built in Tennessee, the impact of this
change on Ohio will mean the loss of poten-
tial employment in construction and satel-
lite industries., Thousands of jobs badly
needed by Ohlo’s economy will be lost. Your
immediate attention is drastically needed.
Workers on this job (an expected 10,000 at
height of construction) will come from all
over Ohio.

The President, as a candidate, promized
support for this project. To date Ohio has
been almost totally ignored by the Carter
administration. However, this amounts to an
affront which cannot be ignored.

I would appreclate your response as to your
effort to help restore this project.

Sincerely,
Mrranw MaRsSH,
President, Ohio AFL-CIO.

GREENUP COUNTY AREA,
VocaTioNAL EpvucartioN CENTER,
South Shore, Ky., April 22, 1977.
Hon. HowarDp METZENBAUM,
U.S. Senate,
Washington, D.C.

DeEAR HONORABLE SENATOR METZENBAUM:
Please support the add-on plant to be bullt
at the Goodyear Atomic Plant at Piketon,
Ohio. The Portsmouth area is depending on
our political leaders to do as much as pos-
sible to influence the decision of the plant
to be built here.

There are many families and homes that
will greatly suffer over the loss of the add-on
plant if it is not built in Piketon. There ls
such a great demand for more jobs in this
area caured from the closing of many fac-
tories and industries.

I am employed by the Eentucky Bureau of
Vocational Education and I know that voca-
tional schools all around the Porsmouth area
are doing as much as possible to train stu-
dents to meet the needs of business and in-
dustry. But what need is there to train them
when there are no job opportunities and
they have to move away from home in order
to be mployed?

Please support the add-on plant to be
built in Plketon.

Very truly yours,
Mrs. DeBstE TAYLOR.

[Mailgram]
INTERNATIONAL UNION
OF OPERATING ENGINEERS,
LocaL Unton 18,
Toledo, Ohio, April 25, 1977.

Senator HowArp METZENBAUM,
Senate Office Building,
Washington, D.C.:

We in the construction industry in Ohio
have walted several years for relief for our
unemployed needless to say we felt that with
the election of a democratic president Ohio
would start moving again when heard of the
proposed expansion of the atomic energy
plant at Piketon our spirits were raised
this project meant getting off the dole and
back on the job now we hear this project
is being considered for the Oakridge, Tennes-
see area based on the amount of Federal dol-
lars already spent in the past at Oakridge in
comparison to southern Ohlo makes this con-
sideration patently unfair having designated
Piketon as the site for this project and then
removing it to Tennessee because wages are
lower there and therefore Federal money will
be saved makes it unbearable please help
keep this project in Ohio we have walted long

RAY FRANKHOUSE,

James McMaHON,

Boyp RADER,

FreEp HOHMAN,

GEoRGE TACK,
Business Representatives.
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PORTSMOUTH AREA,
CHAMBER OF COMMERCE,
April 21, 1977.
Senator HOWARD METZENBAUM,
Russell Office Building,
Washington, D.C.:

We urge you to use the influence of your
office to urge President Carter to construct
the proposed nuclear centrifuge plant at
the Portsmouth Area A Plant the Energy
Research and Development Administration
determined that this site has met all of
the specifications for an uranium enrich-
ment facility the unemployment rate for
this 5 county area is 15 percent. Milllons
of dollars have been spent on preliminary
work for the gaseous defusion plant. In his
presidential campaign, his press release of
October 29, 1976 from Atlanta stated “I
will ask the Congress to authorize the 4
billion in funding needed to complete con-
struction of the Portsmouth add-on” the
centrifuge plant should be constructed at
Portsmouth the people of this area and of
Ohio need this plant.

WLiam J, RICHARDS,
President.

OHIO STATE BUILDING AND CoON-
STRUCTION TRADES COUNCIL,
Columbus, Ohio, April 24, 1977.
Senator HowaARD METZENBAUM,
Senate Office Building,
Washington, D.C.:

On behalf of the 100,000 building trades-
men in Ohic we call upon you to focus your
attention and efforts in restoring Ports-
mouth power plant project to Ohio. ¥ou
are aware of the severe unemployment prob-
lem we have in our State. This project would
benefit the entire State and boost the econ-
omy of the Portsmouth area where unems-
ployment now stands at 15%. This project
would provide employment for approximately
10,000 persons with half that total directly
involved in the actual construction. Cancel-
lation of this project is a devastating blow
to construction and related Industries.

In addition to the loss of jobs for Ohioans,
the question of integrity is raised. President
Carter, as a candldate, promised his support
for the project. Carter, as President,, has
now sanctioned the cancelling of this proj-
ect and has supported the recommendation
that this addition be built in Tennessee.

It is one thing to be ignored on political
appointments and “patronage” as Ohio
surely has been by this administration, but
grave potential of the cancellation of this
project in terms of the loss of jobs, indus-
trial growth, and economic development for
our State gces far beyond petty politics and
is an inexcusable horror.

We will be in contact with you regarding
this matter in the near future. We would
sincerely appreciate counting on your sup-
port to help see that this project is restored
for Ohio.

Very truly yours,
JoserH F. SEDIVY,
Secretary-Treasurer.

UnrTED SHOE WORKERS,
Portsmouth, Ohio, April 24, 1977,
Senator Howarp METZENBAUM,
U.S. Senate,
Washington, D.C.:

It is critical that the Portsmouth area
receive confirmation that the Carter admin-
Istration will locate the atomic energy plant
at the present Piketon, Ohlo location. Presi-
dent Carter promised durlng the campaign
he supported this location southern Ohilo
gave him superior support in November, If
the new facility is not located at Plketon,
Ohio a democrat will never be elected in
southern Ohio or possibly Ohio. Repeat it is
highly urgent that the administration con-
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firm its original plans for the location of the
atomic facility In our area.
J. T. McCuLLoUCH, President.

PixeronN PARLEY SET AT WHITE HOUSE
(By George Embrey)

WasHINGTON.—President Carter has invited
U.8. Sens. John H. Glenn Jr and Howard M.
Metzenbaum, both D-Ohjo, to meet with him
at the White House Wednesday on the con-
troversial decision to change and possibly re-
locate & $4.4 billion southern Ohio project.

U.S. energy officials confirmed in Columbus
Saturday the Carter administration move to
revoke the earlier decision to expand the US.
Energy Research and Development Adminis-
tration (ERDA) factory at Piketon. ’

Instead of enlarging the gaseous diffusion
plant to expand U.S. atomic fuel production,
tho President has decided to shift to a dif-
ferent process, & centrifuge method, for mak-
ing atomic fuel.

ERDA's acting administrator, Robert Pri,
sald in Ohlo Saturday the project may be
shifted to ERDA facilities at Oak Ridge,
Tenn., where work has begun on the centri-
fuge system.

At stake are thousands of construction jobs
and future atomic plant jobs for southern
Ohio.

The Piketon plant, located halfway between
Chillicothe and Portsmouth employs several
thousand workers who live and shop money
throughout that area.

Also at stake are the political reputations
of Ohic's two Democratic senators, both firm-
1y pledged toward getting the $4.4 billion
project for Ohio. A former Republican presl-
dent approved the Piketon site but now a
Democratic president threatens to take It
away.

An alde to Glenn said while it would take
an act of Congress to undo the government
decision to move ahead with the $4.4 billion
Piketon “add-on,” Congress probably would
not stand in Carter's way if he decided to
move it to Tennessee.

Willlam R. White, Glenn's administrative
assistant, sald Congress which authorized the
southern Ohio project and appropriated ini-
tial funds, probably would respect the Presi-
dent's desires to pick the site.

Meanwhile The Dispatch has learned that
ERDA officials are studying the possibility of
splitting the §4.4 billion project between the
Piketon and Oak Ridge sites.

A study reportedly was requested to deter-
mine the cost and other factors in dividing
tho number of centrifuge processes ERDA
needs for atomic fuel production between the
two places.

FARM CRUNCH RESULTS FROM
DOUBLE PINCH

Mr. YOUNG. Mr. President, I was real
pleaced to read Eliot Janeway's column
entitled “Farm Crunch Results From
Double Pinch" in the Washington Star
of Sunday, April 24.

It is highly encouraging to read a
column such as this by an economist of
national reputation, one who has nof
forgotten the Great Depression of the
thirties and the major reasons for it. Mr.
Janeway’s column very excellently dis-
cusses and compares the economie situa-~
tion of the 1920’s and early thirties with
the conditions of today as they relate
to agriculture and the Nation’s economy
as a whole,

Mr. President, there is a saying to the
effect that those who refuse to learn
from history are forever condemned to
relive it. If the political leaders of this
Nation fail to heed warnings such as
those contained in Mr. Janeway's col-
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umn, the American people may again be
in deep economic trouble.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp the
column by Eliot Janeway from the Sun-
day, April 24, Washington Star.

There being no objection, the column
was ordered to be printed in the REcogrp,
as follows:

FarM CruNcH Resurrs From DoUusBLE PINCH

(By Ellot Janeway)

Santayana's famous warning, that those
who refuse to study history will be con-
demned to relive its failures, applies with
particular force to the credit crunch now
pinching the Farm Belt.

At first blush, it seems a historical first;
after all, it is the direct result of the cost
inflation which has been galloping acrcss the
economic terraln ever since OPEC's declara-
tion of economic war on its commercial cus-
tomers, its financial custodians, its techno-
logical benefactors, and, last but not least,
its impoverished nelghbors in the Third
World.

The Farm Belt credit crunch, however, is
the result of a double pinch. Inflation of
costs 1s accounting for only half the damage;
deflation of incomes for the other half. This
one-two punch from cost inflation and in-
come deflation takes a crueler toll of its vic-
tims than the famillar rhetorlc of “stagfla-
tion" would suggest.

Such are the workings of progress that
stagflation has evolved from a bold and
sardoni¢ concept to a cliche, which under-
states the problem of the Farm Belt, because
{t assumes the failure of productivity and
incomes to rise.

The dealers In cliches who take stagflation
for granted have not yet caught up with the
fact that stagfiation would be a lesser evil to
settle for, because it would describe a state
of affairs in which incomes were still rising,
although costs were rising faster.

In the Farm Belt today, however, incomes
are falling while costs are not merely rising,
but rising faster than ever.

The only exception is the cost of money.
Increasingly, farm borrowers able to pay in-
terest are becoming scarce. The two special
conditions which always come into play dur-
ing a bankruptcy ¢risis are developing.

Commiercial banks are giving their good
borrowers whose loans are in bad shape lower
rates and longer payouts. They're giving their
bad borrowers moratoria—a term forgotten
since the Depression—even on interest, let
alone principal.

The concept of a moratorium on debt was
last sired during the early 1930s—more pre-
cisely, during the preliminaries to the Great
Depression, which was touched off by the
argument over how to get out from under
the unmanageable burden of war debt.

Forelign government borrowers first agl-
tated for a moratorium, then domest!c farm
borrowers imposed it. Finally, forelgn gov-
ernment borrowers, led by Hitler, followed
the American Farm Belt borrowers’ inltiative.

The study in historical contrast is arrest-
ing; and it Is not reassuring. Post-mortems
of the disaster of the '30s all agree on three
striking divergences of the Coolidge boom.

In the first place, Industrial Investment
and urban construction not only partici-
pated in the boom, but were directly respon-
sible for the records it set. However, the farm
depression of the late 19205 was every bit as
striking a phenomencon of the Coolidge years.
In fact, the measure of the strength of the
Coolldge boom was that 1t asserted its force
despite the severity of the farm depression,
coating it over without alleviating it.

In the second place, a striking characteris-
tic of the Coolldge boom was the absence of
any domestic price inflation to erode its
vigor. This meant that the drop in farm in-
comes took its toll relative to a more or less
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fixed level of costs levied on farm purchasing
power. The devastating crisis which devel-
oped in the Farm Belt was, therefore, miti-
gated because farm costs were fixed relative
to the cost of what farmers had to buy.

Nevertheless, the entire system was turned
upside-down by the Irresistible demand of
the farm bloc for parity between farm and
industrial purchasing power. The Farm Bloc
in Congress gave the Republican party a
mule's kick which split it wide open.

The Farm Bloc in Congress is polsed to
strike again. It’s all the more powerful and,
for once, all the more rightecus, because of
the double pinch of falling incomes and ris-
ing costs. Never mind that industrial prof-
iteering is not an offset to farm cost infla-
tion.

The relative position of the farm economy
is deterlorating much more drastically (as
the direct and inescapable result of indus-
trial inflation) than it did on the eve of the
crisis of the 1930s.

The third divergence pinched the sensitive
debt nerve. On the eve of the crisls in the
19305, farm debt, along with international
debt and stock market margin debt, was in-
flating dangerously.

Now, providentially, & wealth of lquldity
is avallable, not only to manage the Inter-
national debt structure, but also to support
an altogether new stock market boom un-
clouded by debt overextension. This diver-
gence, while troublesome, is still encourag-
ing, because it is limited to farm debt.

But the main lesson bequeathed by the
dire experience of the late 1920s and early
1830s is that boom conditions in the indus-
trial economy, and in the stock market, will
not be sustained if depression conditions are
tolerated in the farm economy. This lesson,
if pondered and acted on, will prevent the
clear and present danger of a repeat per-
formance of the last Depression.

At that time, the one statesmanlike voice
that was heard, but heeded too late, was that
of the late, great Eugene Meyer, the most
practical finaneier of his day, and, therefore,
the most frustrated.

He was the prophetic dissenter of the
Hoover years, when he served as chalrman
of the Federal Reserve Board. He saw clearly,
and warned incessantly, that if a farm de-
pression were allowed to develop, it would
pull the props out from under a top-heavy
debt structure in the industrial economy and
in the stock market.

It was Meyer's far-sighted counsel to lay
the unobstrusive but very effective vice chair-
farm economy that Hoover ignored and
Roosevelt followed. Carter's ability to survive
is likely to hinge on his instinct to commit
himself to the same priority.

Meanwhile, it is reassuring to report that
the Burns Board has been quick to check
the severity of the present farm credit
crunch. Great credit is due Steve Gardner,
the unobstrusive but very effective vice
chairman of the board (a graduate banker
himself) for his diligence and practicality in
confirming the facts and figures of the crisis
conditions with which the Farm Belt bank-
€rs are now coping.

Another forgotten lesson rooted in the his-
tory of the FPederal Reserve System is emerg-
ing from the expedient which the system
is adopting. It is rising to its responsibilities
by pumping drafts of emergency credit into
Farm Belt districts, without prejudice to its
over-all stance of moderation.

There's no danger of nationwide infiation
in the Fed's prompt response to the emer-
gency need to counteract regional deflation
in the Farm Belt.

It is important to recall, however, that the
original responsibility given the Federal Re-
serve by Congress, in the days when the
supply of credit was still considered limited,
was to provide relief to recions suffering from
credit stringency by redirecting surplus li-
quidity from regions enjoying it.
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It is instructive to recall that the initial
form taken by the bank fajlures of the early
1930s was regilonal. The system as a whole
never recovered from the shock administered
by the debacle in the Farm Belt, which New
York—that is, Wall Street—minimized be-
cause it happened to be enjoying a borrow-
ing boom at the time.

The Federal Reserve System has fallen back
on its original charter in devising a rationale
for coming to the aid of the Farm Belt. It is
empowered to provide seasonal credit region-
ally, but not to try to run the government.
In the case of the farm crisis, all it can do
is buy time for the executive and legisla-
tive branches to go to the underlying prob-
item of falling incomes and rising costs. The
expedient of playing the immediate crunch
as a reglonal and seasonal is only that, and
ncthing more.

If the business cycle were still operative,
serfous students of its workings would be
alarmed at the fact that the Farm Belt banks
have been squeezed out of lending power
at the outset of a new crop year,

If all were well in the moneyed world,
and the banking system were providing the
neat and orderly adjustments expected of
it, the Farm Belt banks would be chock-a-
block with excess liguidity to begin sending
to cities, The fact that they are as tight in
April as they normally expect to be in Sep-
tember is a warning even if the farm econ-
omy were self-financing on a seasonally self-
adjusting basis, as it clearly is net.

The stubborn error of omission which fiaws
conventional economic thinking, and the
conventional government policy-making be-
hind it, envisions the domestic economy in
a purely domestic frame of reference, subject
to purely domestic cross-tugs of supply and
demand.

The American farm economy is the one
conspicuous exception. Where the American
fndustrial economy is no more than 10 per-
cent export-dependent, if that, the Ameri-
can farm economy is at least as export-
dependent as all the industrial economies in
the rest of the world.

It is a useful fiction for conventional
thinkers to maintain that pumping eredit
contra-seasonally into the Farm Belt will
buy time and leave it better off by October.
presuming the new farm export strategy s
not adopted between now and then. If it is
not, the seasonal period of reckoning that
will arrive at harvest time will find the farm
crunch more intolerable than it already ls.

Historians of the Hoover debacle remind
us that the farm dissidents of that defla-
tionary perfod in farm income pressed for
more than the then puzzling concept of
parity with industrial income; they also ad-
vocated a strident new approach te crop
export marketing.

It would be a mark of progress if our
policymakers today were to pick up from
where our farm bloe dissenters left off nearly
half a century ago, and push for an assertive
new farm export program,

The farm credit crunch of 1977 came to
a head before Carter devised his crazy-qullt
energy program.

If he knows what's good for him, and
not intolerable for the rest of the country,
his next move will be to offer the Farm Bloc
an overriding exemption from his invitation
to share the joys of sacrifice.

NURSING OUR CITIES BACK TO
HEALTH

Mr. HUMPHREY. Mr. President, with
all the bad news and gloomy forecasts
emanating from and about so many of
our Nation’s cities, it is with great en-
thusiasm that I read the attached article
by Paul R. Porter in the Washington
Post on April 19.

Mr. Porter believes that municipal
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planning should be encouraged through
grants by the Federal Government. Sub-
sequently, pilot cities should be selected
and provided with technical and finan-
cial assistance to accomplish their se-
lected goals. The Federal Government
and other cities could, thus, draw on the
exverience of these pilot cities. Mr. Porter
feels, based on this format, that within
20 years a deteriorated city could be
turned around and, in fact, ecould
prosper.

Mr. Porter, having been one of the
architects of the Marshall plan for
Europe, is certainly qualified to make
this judgment. It is truly heartwarming
to read such an upbeat article written
by a man with Mr. Porter’s experience
and ability to judge the future of our
cities.

Mr. President, I ask unanimous con-
sent that the article by Mr. Porter be
printed in the Recorp.

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

NursiNG Our CITIES BACK TO HEALTH
(By Paul R. Porter)

Our cities can regain capabllity to prosper,
to end their dependence upon subsidles, to
manage thelr own affairs, and to match their
suburbs in residential appeal.

Even the most crippled cities can reach
this recovery goal in 20 years or so, or about
the time it takes to plan, finance, and bulld
a subway. In that time or less, the cities’
pour can cease to be poor.

This prospect contradicts the now-fash-
jonable doctrine of {falling expectations.
Whether the hopeful or the dour prospect
will prevail is the opportunity of the Carter
administration te decide.

The central problem in achieving the re-
covery of cities is to correct two major mal-
adjustments that have developed in the evo-
lution of large urban settlements. These two
cause or amplify so many other maladjust-
ments that we may rightly call them pri-
mary. They are:

First, cities have lost competitiveness as a
place to live. A dwindling population usually
causes a fiscal crisis that In turn causes still
more residents to leave. Another result is ex-
cessive transportation, wasting scarce en-
ergy and capital.

Second, cities have become burdened with
an endemic structural vnemployment in the
wake of a profound change in the job-base
of cities. Managerial, professional and other
white-collar jobs have expanded, but manu-
facturing jobs have flowed outward, taking
a toll In family incomes and morale that has
aggravated the fiscal crisis and a host of so-
clal 1ills.

Also, the post-war baby boom has produced
a surplus of beginners in the labor force.
Now at its peak, it will disappear in about a
decade. While 1t lasts, vouth without hope of
work turn to apprenticeship in crime.

Making the city once again an appealing
place to live is the way to regain a lost com-
petitiveness. Then, many who work in the
city will choose to live in it; 1ts tax-base
will be decisively broadened; better services
can be provided at a tolerable level of tax-
ation; all residents, old and new, poor and
affluent, will benefit. Moreover, sensibly, less
transportation will be part of the solution to
the transportation problem.

We should not expect a large-scale return
by families with children in suburban
schools. The city should meke its principal
bid to newly-formed families, who will in-
crease in number.

To win them, cities need two housing
goals. Alongside the old one of decent hous-

ing for every family, they must offer enough
CXXIII—768—FPart 10
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housing of a kind that will make cities truly
competitive with suburbs—especially those
that need not be bullt if the city can serve
the new-family market.

To hold them, city schools must become
as good as suburban schools, but they should
in any case. That will require more teachers
per pupil, but teachers are already in surplus
hecause of the falling birth rate. The huge
public Investment In their training is now a
wasting asset. More teachers for city schools
would be a worthy use of money saved by
shortening distances between homes and
workplaces.

If a city gains appeal, its future population
will correspond more to the higher-income
job-base it has acquired. This presents &
dilemma. All residents would benefit from a
stronger tax-base, but some low-Income res-
idents could be crowded out of their
neighborhoods i the change came too fast
or if sole rellance were placed on housing
rehabilitation, excluding new construction.

The dllemma is manageable. A shortage of
higher-Income housing can be avoided by a
flexible mix of the new and the preservable
old. Also, a too-rapid transition is unlikely.
The recovery of cities will come in gradual
increments from the ever-continuing stream
of young people reaching maturity.

The exodus of blue-collar jobs poses a
separate problem. The departure of factories
can be slowed—and should be. But to believe
that very many can be brought back is an
lusion.

This, then, is the long-term job outlook
for inner-city youth: Through education,
some will move into the managerial-pro-
fe=sional class. Through attrition, some will
fill biue-collar jobs that remaln in cities.
But some cannot become self-supporting
while they remain in citles. They need help
in following relocated jobs.

It ean be given by llnking it to what
should be done in any case to help unem-
ployed youth. They should be gotten off the
streets into useful public service jobs. They
should be trained for future jobs. Then they
should be offered jobs somewhere—in the
city, elsewhere in the metropolitan area, or
beyond. A vigorous national economy, of
course, is a prereauisite.

What can the Carter administration do to
get recovery started? Since any city's re-
covery must be tailor-made, it can beein by
offering planning grants to citles for prepara-
tion and casting of recovery programs as a
redirection of present programs. From these,
several pilot citles could be chosen.

We need not awalt their full recovery be-
fore judging results. A few years' exverience
should provide a basis for beginning recovery
in other cities.

If the new administration Is willing to be
bold, it can offer the recovery of cities as a
practical alternative to their permanent de-
pendence upon grudging and uncertain
subsidies.

HOW TO USE CREDIT WISELY

Mr. DANFORTH. Mr. President. young
people are one of America’s greatest as-
sets for the future. Therefore, it is vitally
important that they have a proper un-
derstanding of the role of business. and
that they have confidence in business.
The work of Missouri’s Consumer Credit
Association has done much to advance
this goal.

Three years ago, Virginia Rutledge of
St. Louis, now regional education di-
rector of the association, initiated a
statewide program for high school sen-
iors to bring about their better under-
standing of the wise use of consumer
credit. As attorney general of Missouri
for the past 8 years, I know very well how
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important an understanding of credit is
to persons who are joining the work
force.

The results of this statewide essay and
speaking contest have been very success-
ful. Students throughout our State have
become interested in the consumer credit
industry through their independent re-
search on the subject.

The essay contest also is sponsored by
the International Consumer Credit As-
sociation, under the direction of William
gentry Blake, the executive vice presi-

ent.

It is fitting that the award be made
during National Consumer Credit Week,
and I am proud to take this oppertunity
to request unanimous consent that this
yvear’s first place essay be printed in the
Recorp. It is a tribute not only to the
consumer credit industry, but also to Mr.
Mark Bradshaw, a student at Southwest
High School of St. Louis, who was in-
spired by what these men and women of
business had to say.

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

How To Use CrepiT WISELY
(By Mark Bradshaw)

Every family needs credit. Everyone en-
Joys the advantages of credit because they
won't have to save year after year in order
to pay for something with cash.

Some people don't think they need or use
credit just because they don't have credit
cards. That's not true, because you use credit
every time you turn on a light or use your
stove. You don't pay for it until you get
your utility bill, so that's using credit. It's
called Service Credit.

Just about everyone knows about charge
accounts, You are able to buy clothes, furni-
ture, or just about anything you want with-
out paying cash for it, if you have the right
charge cards.

Another type of charge card is a bank card,
such as the Bank-Americard. With this card
you are able to get loans and do some
shopping with places which accept this card.

Installment Credit is when you pay for
something over a period of time. As when you
would buy a car or house, you spread out the
amount of the price and pay it in monthly
installments.

‘The other type of credit is Personal Loans.
One out of every five families use credit in
this way, such as when they need to obtain
cash for necessities.

Young adults can now have credit, teo.
Many retallers are making credit privileges
available to them, even though they are nok
necessarily working full time.

They are given a type of revolving charge
with a very modest top limit on the amount
which ean be owed. The monthly payments in
each case are scaled to what the young adult
is actually earning at an after-school job
or receiving in allowance. Some stores will
open a young adult account only if parents
already have a charge account at the store.
Most require the permission of parents, be-
cause few high school students hold regular
jobs. Experience shows that these young con-
sumers take credit responsibilities seriously.

In order to get credit you have to go
through a credit Investigation. You usually
go through this each time you apply to have
an account at different credit companies.

You will probably have to fill out a form
or credit application, which will ask for such
information as; the amount of money you
make in a year, your present and previous ad-
dress, and if you have any other types of
credit.

Once you have been accepted as a credit
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customer you must be sure to keep it good.
Be sure to pay all of your bills on time and
never promise to pay more than you can
afford. If you can’t make a payment when
it's due, report the circumstances to your
source of credit.

Any time you apply for more credit, they
will check into your past credit record. That
record will stay with you for the rest of
your life. It is a good idea to keep your rat-
ing good, for you will probably use cedit for
the rest of your life.

STAFF RESPONSIBILITIES UNDER
THE SENATE CODE OF OFFICIAL
CONDUCT

Mr. STEVENSON. Mr. President, I and
Senator ScamiTT, for the Select Commit-
tee on Ethics, have signed and ordered
mailed in the next few days to some 6,600
Senate employees a letter stating in gen-
eral terms the responsibilities of staff un-
der the new Senate Code of Official Con-
duct.

Some staff not paid by the Senate, but
who work in Senate offices, also are cov-
ered by the Code of Official Conduct. In-
asmuch as such persons are not on the
list of Senate-paid employees, the com-
mittee next week will write Senators and
others who are supervisors, asking them
to advise appropriate staff under their
supervision of the provisions of the code
and requesting of Senators and other su-
pervisors the report of Senate personnel
paid by others required by rule 49, para-
graph 6.

I ask unanimous consent that the text
of the letter to employees be printed in
the RECORD.

There being no objection, the letter
was ordered to be printed in the REcorb,
as foliows:

SeLECT COMMITTEE ON ETHICS,
Washington, D.C., April 26, 1977.

DeEar SENATE EMPLOYEE: On April 1, the
Senate agreed to Senate Resolution 110
which provides nine new ‘“ethics” Rules for
the official conduct of Senate members and
employees. It also strengthens the enforce-
ment responsibilities of the Select Committee
on Ethics.

In January of this year, the Senate also
passed S. Res. 4 which created an entirely
new Ethics Committee to enforce both the
new Code of Official Conduct subsequently
approved in S. Res. 110 and the portions of
the previous ethics Rules which continue in
effect.

Some of the provisions of the new Code of
Officlal Conduct take effect Immediately.
Others take effect later this year, next year,
and in January, 1979. Some present ethics
Rules remains in effect until they are re-
placed by the new Rules. Some aspects of
ethical conduct subject to the review of the
Ethics Committee, which are in law or part
of Senate Rules and Standing Orders and not
stated as part of the Code of Official Conduct,
were unaffected by S. Res. 110, These include
the unauthorized disclosure of intelligence
information in the possession of the Select
Committee on Intelligence as provided
for in S. Res. 400, 94th Congress, and franked
malil as provided for In Public Law 93-191.
Most of the new Ethics Rules apply to all
Members and officers uf the Senate. Some ap-
ply to their spouses and dependents, and to
candidates for election to the Senate as well.

- EMPLOYEES COVERED

If you are a senlor Senate employee, paid
for more than 90 days at an annual rate ex-
ceeding $35.000, you must comply with all
the ethics Rules applicable to staff. If your
compensation is at a rate exceeding $25,000,
you are covered by all the rules applicable
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to staff except Rule 44 which regulates out-
side earned income. If your compensation is
at a rate of $25,000 or less, you must comply
with all the new Rules applicable to staff
except Rule 44, Rule 42 which requires public
financial disclosure, and paragraphs 6, 7T and
8 of Rule 45 which forbid certain business
and professional activities and may require
(of committee staff only) divestiture of fi-
nancial holdings. Some of the rules may also
apply to your spouse and other relatives. For
example, if you meet the income test for
public financial disclosure ($25,000 under
Rule 42), you must report interests of your
spouse (unless you are living separate and
apart) and dependents if such Interests are
within your constructive control. Spouses
also are covered under the gifts section (Rule
43).

You are subject to the Code of Official Con-
duct and other ethics Rules even if your sal-
ary is not paid by the Senate and you are, for
example, an employee of an agency detailed
to work In a Senate office, or serving in a
Senate office under an educational program.
Moreover, retired federal annuitants work-
ing on BSenate staffs now must add the
amount of their annulty to thelr salary to
determine if they are covered by Rules affect-
ing employees with salaries above §25,000
and $35,000.

Staffs of joint committees and other Con-
gressional offices are covered by Senate or
House ethics Rules, although staff of inde-
pendent offices may not be subject to either
set of ethics Rules. Those joint staffs paid by
the Senate and hence subject to the Senate
Code include: the staffs of the Joint Com-
mittees on: Atomic Energy, Economics and
Printing: the American Indian Policy Review
Commission; and the Capitol Guide Service.
Staffs subject to House Rules include those
of the Joint Committees on Taxatlon, De-
fense Production and Congressional Opera-
tions, and of the Congressional Budget Office.

Staffs apparently not covered under Senate
or House ethics Rules include those of the
Architect of the Capitol, the Office of the
Attending Physician, and the Office of Tech-
nology Assessment.

These groups may adopt Senate or House
ethics rules, or be brought under similar
coverage by legislatlon now before the Gov-
ernmental Affalrs Commitiee.

EMPLOYEES STILL COVERED BY SOME “‘oLD"
CONDUCT RULES

The new Code of Officlal Conduct also con-
tinues the present requirement under "“old"
Rules, if your rate of salary exceeded $15.000
and you were employed by the Senate for 90
days or more in 19768, that you make publle
disclosure before May 15 of the contributions
you recelved and expended and the honoraria
you recelved during 1976 and file, also before
May 15, In a sealed envelope (to be opened
only in the case of an investigation), your
income tax returns and other information
about gifts and financial interests. Forms
and instructions for these reports may be
ordered from the Select Committee on Ethics.

NEW RULES FOR ALL EMPLOYEES IN EFFECT ON
APRIL 2, 1877

The new Rules now in effect prohibit you
from: :

Accepting a gift from anyone with an in-
terest In legislation before the Congress or
from a foreign national, with certain excep-
tions subject to the approval of the Ethics
Committee (as described in Rule 43).

Taking a bribe or using your official posi-
tion to advance legislation which furthers
your own pecuniary interest;

Engaging in outside pald employment
which is in conflict with official duties;

Engaging In outside employment unless
you report your outside employment to the
Senator you work for immediately upon tak-
ing such employment and on May 15 of each
year (you may secure forms for this report
from the Select Committee on Ethics);
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Recelving contributions in so-called un-
official office accounts (after the end of this
year, the Rules forbid the use of such ac-
counts altogether, although an account may
be maintained by a political committee if 1t
is disclosed under F.E.C. regulations and its
funds are spent for approved purposes);

Securing reimbursement from two sources
for the same forelgn travel expense;

Assisting a Senator or former Senator in
converting campalgn funds to thelir personal
use;

Assisting a lame duck Senator to travel at
government expense after certain “‘cut-off"
dates;

Performing services for any Member, com-
mittee, or office of the Senate for a period in
excess of four weeks (and for more than
eight hours a week)—If you receive compen=
sation therefor from any source other than
the U.S. Government—unless your super=
visor reports to the Ethics Committee how
your services are used: (a) when you begin;
(b) at the end of each quarter; and (c) when
you stop;

Using travel funds for other than actual
travel expenses (and require unuced bal-
ances to be returned to the government).
NEW RULES FOR ALL EMPLOYEES WHICH TAKE

EFFECT AFTER APRIL 2

Other major provisions of the Code of
Official Conduct will have these effects on
and after the dates shown:

On May 1, 1977, you may not:

Solleit campalgn funds;

Receive, be custodian of, or distribute any
campaign funds unless you are one of no
more than two employees (in the personal
office) of a Senator, who receives an annual
salary of $10,000 or more and who files a com-
prehensive financial disclosure statement
each year, whom the Senator formally has
designated with the Secretary of the Senate
to do so.

On October 1, 1977 (with the first filing on
May 15, 1978, or on any date immediately
after October 1 if you leave Senate employ-
ment) you must, If your compensation is
$25,000 or more:

Publicly disclose the detalils of your earned
income, honoraria, gifts, real and personal
property, personal liabilities, transactions in
securities or commodities futures and pur-
chase or sale of real property;

File your income tax returns with the Gen-
eral Accounting Office in a sealed envelope
to be opened only in the case of an Investiga-
tion.

On January 1, 1978, you may not assist a
Senator to:

Use the frank for mass malling 60 days
before the date of a primary or general elec-
tion in which the Senator is a candldate
(and Senators must register mass mailings,
newsletters, for example, periodically with
the Secretary of the Senate so that the pub-
lec may inspect them);

Use campaign or personal funds to buy
paper for mass mailings;

Use the Senate computer facilities to store,
maintain, or otherwise process lists of names
and addresses ldentifying individuals as cam-
palgn workers or contributors, as members of
a2 political party or by any other partisan
political designation; nor to produce mailing
labels or computer tapes except for use in
Benate facilitles;

Use the radio and TV facilities in the Capl-
tol for 60 days preceding a primary or gen-
eral election in which he is a candidate.

On April 1, 1978, you:

Mav not, if your Senate salary exceeds
$25,000, provide professional services for com-
pensation, such as eneagineg in the practice
of law, in afiliation with a firm, partnership,
association or corporation; permit the use of
your name by a law firm or other business;
practice a profession for compensation dur-
ineg regular working hours; or serve as an
officer or director of a publicly-held business,
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with minor exceptions (as stated In Rule 45,
paragraph T);

May be required, if a committee employee
with & salary exceeding $25,000, to divest
yourself of financial holdings which may be
affected by the actions of the committee for
which you work, unless the Ethics Commit-
tee and your supervisor approve otherwise (as
stated in Rule 45, paragraph 8);

May not, for a period of one year after
leaving your position, lobby certain mem-
bers and employees of the Senate (as stated
in Rule 45, paragraph 10).

On May 15, 1978:

Your public financial disclosure statements
are subject to audit.

On January 1, 1979, if your Senate salary
exceeds $35,000:

Your outside earned income may not ex-
ceed 15 percent of your Senate salary, with
exceptions for income from advances and roy-
alties on books and from the sale of creative
or artistle works, and for income from buy-
out arrangements, family enterprises, and
distributive shares of partnership income if
certaln tests are met (as stated In Rule 45,
paragraph 3).

After January 3, 1879:

You may not, as B supervisor, engage in
(and as an employee you may seek Ethics
Committee investigation and other action
regarding) discrimination in Senate employ-
ment on the grounds of race, rellgion, sex,
national origin, age or state of physical
handicap.

S. Res. 110 also assiens to several commit-
tees, including the Ethics Committee, the
task of studying supplementary rules and
regulations designed to foster ethical con-
duct. Buch new provislons may be added to
the Code throughout the coming year.

This summary does not include preclse de-
talls, exceptions and explanations, but it
does describe the principal features of this
strong Code of Officlal Conduct.

We encourage you to consult the full text
of each new Rule, avallable from the Senate
document room or this Committee. The
Ethies Committee plans to distribute addi-
tional information to assist you in comply-
ing with the Code, as soon as {t can be pre-
pared. If you have questions about the appli-
cation of the Code to you, please address
them in writing to the Committee.

Sincerely,
Avppar E, STEVENSON,
Harpisow ScHMITT.

THE REPUBLICAN PARTY

Mr. MATHIAS. Mr. President, a vig-
orous and healthy two-party system has
been one of the bulwarks of our democ-
racy. Anything that threatens the effec-
tive functioning of this system threatens
our democratic processes as well.

In recent years an imbalance has been
growing between our two parties until,
finally, it has come to assume very
troubling proportions. The Republican
Party—my party—now claims the alle-
giance of only 18 percent of the elec-
torate.

I believe that thoughtful Republicans
and Democrats alike are concerned about
this development. And it is for this
reason that I commend to the attention
of colleagues on both sides of the aisle
a very cogent article entitled “Blacks and
the GOP,” written by Vernon E. Jordan,
Jr., executive director of the National
Urban League. Mr. Jordan’s advice to the
GOP on how to broaden its base is im-
portant and timely. I ask unanimous
consent that his article from the New
York Times of March 28, 1977, be printed
in the RecoRrbD.
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There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

BLACKS AND THE GOP
(By Vernon E. Jordan, Jr,)

The Republican Party, stripped of the
White House, a minority in the Congress and
among state governors, and facing a con-
tinued hemorrhaging of supporters, is pre-
occupied with an Internal debate over its
future. Unless the party courts black voters
and assoclates itself with thelr needs and
aspirations, that future may be bleak.

Some Republicans suggest that the party
write off the black vote and pursue white
ethnics, stressing so-called “social Issues.”
Such a strategy implles careful cultivation
of racial hostility, elimination of “social" pro-
grams, and marshaling of anti-Government
feelings.

That sounds llke a prescription for reduc-
ing the party to a permanent fringe group.
It was tried by Richard M. Nixon and Gerald
R. Ford and was a factor in last fall's elec-
tion defeat. It falsely assumes that racism is
more endemic among ethnics than among
whites in general, and it fails to locate the
identity of economic Interests between blacks
and white ethnics. Both sectors are working-
class, disproportionately poor, and urban.

Other Republicans see prospective votes In
& supposedly conservative black middle class
partial to "law-and-order” anticrime appeals.
But this view betrays an ignorance of the
black community and represents a false hope
for the party.

Middle-class blacks are middle class eco-
nomically because of multi-earner famlilles,
and they retain family, friendship and neigh-
borhood ties to their less-fortunate brothers
and sisters. This “middle class" has none of
the economic security and status of the white
middle class, and it is conscious of the role
that activist Federal policies have played in
giving black people better economic oppor-
tunities,

Concern with crime is real and under-
standable, but so too is the reluctance to
support white-initiated “law-and-order™
campaigns they know will translate into
"“sweeps” of black communities and restric-
tions on their freedoms. It Is not uncommon
for blacks lving in white suburbs to be
stopped by policemen suspiclous of their
presence there.

The Republican Party does have & chance
to slice enough black votes away from the
Democrats, but it won't get them through
continuation of malign neglect or courting a
nonexistent conservative black middle class.

If the party is serious about wanting black
votes, it will have to endorse programs and
policies needed by the black community; it
will have to nominate black candidates and
admit blacks into prominent Internal party
positions of real authority, and it will have
to take a more positive approach toward
urban and poverty problems that affect
blacks.

This does not mean that the Republican
Party necessarily has to abandon its tradi-
tional position to the right of the Democrats.
There is plenty of room for the party to
move toward the center and to enunciate
creative programs within its traditional
philosophy.

The Republican stress on private enter-
prise calls for formulation of Federal laws
and programs that will better enable the
private sector to help solve serious urban,
soclal and economic problems. And long-
standing susoicion of central government
does not have to mean sunport of bloc grants
and community-development laws such as
those passed during the last Administration
that take money from poor cities and give
it to better-off suburbs.

If the party philosophyv is truly viable in
today's Interdependent, mixed-economy, plu-
ralistic soclety, then it must escape a nega-
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tive approach and come up with programs
consistent with that philosophy yet relevant
to the needs of poor people and minorities.

If it can do that, it stands a chance to
chip away enough black wvoters from the
Democrats to elect a Republican President
agaln. Black voters hold the balance of power
in nearly all the populous Eastern and North-
ern states, and hold the key to the South.
President Carter's razor-thin margin last
November was provided by solld black sup-
port—a swing of just a few percentage points
in black votes to the Republicans would have
elected Mr. Ford.

Black voters fully understand the dangers
of putting all thelr electoral eggs In one
basket, but to date it's been the only basket
avallable, as the Republican Party has pur-
sued policles perceived by blacks and whites
alike as antiblack.

Changing those policles holds the key to a
Republican resurgence in American polities;
continuing them means reducing the party
to permanent minority status.

ALL-OUT EFFORT CUTS HEART
ILLNESS

Mr. KENNEDY. Mr. President, I ask
unanimous consent to have printed in
the Recorp an article from the April 3
edition of the New York Times entitled
“All-Out Effort Cuts Heart Illness.”

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

ALL-Ovut EFFoRT CuTs FINNS' HEART ILLNESS—
HIGHEST ATTACK RATE IN THE WoRrLp Is
REDUCED 40 PERCENT FOR MEN AFTER COUN-
TRYWIDE CAMPAIGN
Hersinkr, April 3.—A rural county in east-

ern Finland has for years recorded one of the
world’s most morbld statlstics: More people
died there from heart disease than propor-
tionally anywhere else in the world. But no
longer.

A five-year program of preventive medicine
involving the whole population of 180,000 in
North Karella has decreased heart disease
significantly. The heart attack rate for males
has dropped 40 per cent, and the 30-year
annual increase of heart disease Incidence
has been stopped.

“Nowhere else in the world has there been
& program like this,” sald Dr. Pekka Puska,
31 years old, the project’s principal Investiga-
tor since it began in 1972.

Finland has the worst rate for heart dis-
ease of all developed natlons, but it was In
North Karella, where 70 per cent of the popu-
lation do farm work or forestry, that the
mortality rate was at its worst. Now, North
Karelia has dropped to fifth place among
Finnish counties.

GOVERNMENT AND W.H.O. HELP

Concerned community leaders petitioned
the national government for help, and in
1972 the state-financed program began with
assistance from the World Health Organiza-
tion.

Dr. Puska sald: “We knew I[rom many
studles that three factors working independ-
ently—smoking, high blood cholesterol and
high blood pressure—were major causes of
heart disease. Those causes seemed fo holid
true for North Karella. They smoked too
much, they had high blood cholesterol and
they had high blood pressure. We had to
change that entire situation.”

He did that by Involving the entire com-
munity In varlous projects. A team of 15—
half medical and the rest economists, socl-
ologists, psychologists and similar profes-
sions—evaluated the results at the Univer-
sity of Kuoplo.

Laws were passed forbidding smeoking In
public bulldings and on public tra
and many private offices voluntarily joined
the campaign. Newspapers and radio stations,
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leaflets and posters all publicized the danger
to the heart from smoking.

Preliminary results now show that 44 per
cent of the male population still smoke,
compared with 54 per cent when the project
began.

Reducing the fat in the blood stream was
dificult because the North Karelian dlet is
traditionally based on fatty foods using local
products.

NONFAT MILK PROMOTED

“We worked with the dalry which was a
key source of the fat. We wanted people to
switch from regular milk to low fat milk.
The dairy people were very helpful and they
promoted low fat millk and eventually non-
fat milk," Dr. Puska sald.

People also llked to spread thick butter
on thelr bread. “We asked the community
to use margarine. We wanted to mix veget-
able oll in butter, but there were legal com-
plications now being resolved in Parliament,"
he sald.

Grilled sausages were a popular food, espe-
clally after an exhausting steaming sauna.
But the local product contained too much
fat and it took several experiments until a
substitute was found using mushrooms grow-
ing freely in the surrounding forests.

Sausages are now made with a 26 percent
mushroom content, “They're delicious and
sell very well,” Dr. Puska sald.

Fresh vegetables were rarely seen on the
dinner table. Housewives were urged to buy
vegetables and a major campalgn was began
to have everyone start a vegetable patch.

DECLINE IN USE OF BUTTER

Preliminary evaluations showed users of
low-fat milk increased from 17 to 568 percent
and users of butter decreased from 86 percent
to 69 percent.

But preventing high blood pressure was
not possible. “There is no real knowledge of
how to prevent high blood pressure from
starting. We don't really know what causes
it, but we could help by detecting problems
earlier than before,” Dr. Puska said.

Everyone had his blood pressure taken at
frequent Intervals, a register was kept and
drug treatment was given in a number of
cases,

After four years, the percentage of men
recelving hypertension treatment increased
from 3 to 10 and in women from 9 to 14—
an indication the disease was being discov-
ered at an early stage, allowing for better
treatment.

Mr. KENNEDY. Mr. President, this
brief clipping recounts the results of a
truly remarkable 5-year program which
reduced the incidence of heart attacks by
40 percent in one county in Finland.
The Finns accomplished this feat
through elementary techniques of pre-
ventive medicine. Through persuasion
and advertising, the investigators in-
volved were able to cut cigarette smok-
ing, change diets to reduce blood cho-
lesterol, and convince the target popula-
tion to seek medical attention for high
blood pressure.

These relatively simple interventions
produced a truly remarkable improve-
ment in health status. In this country
we have only begun to understand the
power of preventive medicine to ease the
burden of illness under which we labor,
and I commend Finland and the investi-
gators involved for documenting the po-
tential benefits of changing personal be-
havior for the purpose of saving lives.
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ORBITER IS FIRST SPACECRAFT
DESIGNED FOR SHUTTLE RUNS

Mr. GOLDWATER. Mr, President, ap-
pearing in the May issue of the Smith-
sonian magazine is an extremely inter-
esting, well-written article about the
spacecraft that will be flying shuttle
runs within a few years to different satel-
lites or workshops in space. This article
was written by Michael Collins, who not
only is one of our most famous astro-
nauts, but who also runs the finest air
and space museum in the world which is
located at the Smithsonian Institution.
Because the orbiter will become the part
of the greatest step forward that man
has ever undertaken, I believe the arti-
cle is deserving of perusal by the Mem-
bers of this body. 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 Recorb,
as follows:

ORBITER Is FmmsT SPACECRAFT DESIGNED FOR
SHUTTLE RUNS

(By Michael Collins)

When I was a kid reading Buck Rodgers,
the spacecraft all looked like bullets or
saucers, with sweeping fins and fancy tail
skids. The real thing turned out to be more
prosaic, but as Phase I of the space era winds
down and Phase II begins, perhaps we are
beginning to see Buck's dream emerge in the
squat but elegant space shuttle, NASA's “fly-
ing brickyard.”

The shuttle, also known as the orbiter,
rockets into orbit but glides back to Earth.
Proponents claim it will usher in a whole
new era of routine space operations. Critics
say it’s unnecessary. Designed to be the coun-
try's space workhorse for years to come, the
shuttle is a fascinating combination of old
and new concepts, at once daring and con-
servative in design.

The baslc idea behind the shuttle is sim-
ple enough: a craft that can be used over
and over again, instead of falling into the
ocean and being discarded, as rockets are.
An early shuttle design featured a two-stage
vehicle, each with a human crew. When the
first stage ran out of fuel, it released the
second, which continued its climb into or-
bit while the first returned to land on 8
runway. This concept was abandoned, pri-
marily because of high initial cost, and the
manned first stage was replaced by a pair
of gigantic solid-propellant rockets. These
rockets will fall into the sea when empty, as
their predecessors have done, but they will
descend via parachute and be recovered for
use agaln.

The shuttle will continue under its own
power, three rocket engines churning away—
using fuel stored in & huge external belly
tank that will be discarded before the ship
reaches orbit. The principle of recycling has
not been followed completely, since the ex-
ternal tank is lost. But the shuttie itself can
make as many &s & hundred flights between
overhauls.

The first orbiter, Serial Number 101, was
rolled out of its hangar at Palmdale, Call-
fornia, on September 17, 1076, amidst great
fanfare. Senator Barry Goldwater blessed it,
as did Olin (Tlger) Teague of Texas and a
bevy of other politiclans, bureaucrats and
communlty leaders. NASA had intended to
name 101 the Constitution, but the White
House got so many letters from Star Trek
fans that the name was changed to Enter-
prise In honor of Captain Kirk’s starship.

The orbiter is generally described as about
the size of a small jetliner, which Is frue in
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terms of length and width, but it is much
bulkier and far more complex than any air-
craft ever built. It must carry equipment
needed not only to navigate and maneuver
in space, but also to survive the searing heat
of reentry into the atmosphere. In addition,
the shuttle must be able to glide back to a
safe landing, decelerating from an orbital
speed of 17,000 miles per hour to about 180
knots as it touches the end of the runway.
The rules of flight change radically as the
craft passes from one aerodynamic regime
to another. The complex sweep of the or-
biter's delta wings and the exaggerated
helght of its vertical tail indicate the design-
ers' concern about its abllity to maneuver
successfully from the hypersonic through the
supersonic into the subsonic range.

Beneath its skin one finds equipment com-
mon to both airplanes and spacecraft. The
flight controls, for example, are 8 combina-
tion of aerodynamic and reaction control
systems. Above the atmosphere, maneuver-
ing must be done by firing small rocket
motors; in the atmosphere, conventional
rudders and elevons are employed. In the
middie speed and altitude range, during re-
entry, rocket and aerodynamic controls must
be skilifully blended. The pllot is aided in
this task by sophisticated computers, which
decide just how much to move the control
surfaces or how long to fire the rockets in
order to change direction. Without them, the
orbiter might lurch out of control into a
hypersonic spiral from which the pilots could
not recover before the craft exceeded its
structural or thermal limits. The computers
also perform a host of other chores, from
keeping track of the fuel supply to remem-
bering the orbital parameters of satellites
that the crew may need to inspect or repair.

The orbiter needs electrical and hydraulic
power, just as conventional jetliners do, for
operating landing gear and flaps, but here
electricity is provided by three lightweight
fuel cells that use liguid hydrogen and oxy-
gen, as in the Gemini and Apollo spacecraft.
Hydraulic power is provided by ordinary
pumps, but space temperatures are so low
that the fluid must be heated or it will freeze
in the lines. The cabins of alrliners are
pressurized so that passengers may breathe,
but in the vacuum of space the orbiter must
carry its own air supply.

The crew will be comfortable in their shirt
sleeves, breathing 20 percent oxygen and 80
percent nitrogen at a pressure of 14.7 pounds
per square inch—conditions like those we
enjoy at sea level. The cabin of the orbiter
will be quite similar to that of a jetliner,
with pilot and copilot sitting side by side;
seats behind them are provided for a mission
specialist and a payload expert. Underneath
this flight deck is a compartment with room
for six additional seats, so that a total of
ten people can be accommodated if required
for a rescue mission, The crew can be as few
as two, for the early test flights, or as many
as seven, including scientific and technlcal
people to care for a variety of payloads. A
typleal mission will stay in orbit a week, but
if extra supplies are provided it can be
stretched perhaps to 30 days.

The orbiter's bay is huge by present space
standards. stretching for 60 feet along the
fuselage. Clamshell doors swing outward to
provide easy access to the 15-foot-wide cav-
ity. The bay can handle cargo loads up to
65,000 pounds, some of which can be
jockeyed around by the crew with manipu-
lator arms. Two people at a time, protected
by space suits, can inspect or revair payloads.

Satellites are very much a part of our daily
lives. giving us ringside seats at the Olympies,
tracking hurricanes. monitoring missile fir-
ings, identifying potential ofl-bearing forma-
tions, seeking out subsurface water, mineral
deposits and earthquake fault zones, and
helping us predict the volume of spring run-
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off by calculating the accumulation of snow
in the mountains. Satellites can pinpoint
sources of pollution, chart ocean currents,
show where deserts are spreading and iden-
tify some crop diseases. But they must also
be extraordinarily reliable, because they can-
not be repalred or retrieved once in orbit.
In the future, shuttle crews will be able to
bring them back to Earth for repair. Thus,
the shuttie will allow us to perform tasks
which heretofore have been too expensive
with one-shot expendable boosiers and
payloads.
ZERO GRAVITY EXPERIMENTS

The European Space Agency Is producing
a cylindrical spacelab, tallor-made to fit into
the orbiter's cargo hold. It will accommodate
as many as four sclentists for a month of
varled astronomical observations, physical
and chemical experiments under zero-gravity
conditions, and complex studies of the med-
ical effects of prolonged weightlessness on
the human body.

The Earth's atmosphere blocks out most
of the electromagnetic radiation coming to
us from the rest of the universe. After cen-
turies, earthbound astronomers are increas-
ingly anxlous to break through this semi-
opaque screen. Optlcal, Infrared and ultra-
violet observations aboard the shuttle and
spacelab could begin in the near future,

How much does NASA expect to save with
& reuseable vehicle? The real cost of a launch
depends mainly on how one amortizes the
initial research and development, but NASA
recently has told potential foreign and com-
mercial users to expect a price tag of ap-
proximately $20 million per shuttle mission,
while U.8. government users will pay 817
million per flight. By comparison the shut-
tle’s chief competitor, the Alr Force's Titan
IIT rocket, costs $468 milllon per launch, yet
carries a substantially smaller payload.

Potential users, primarily the Department
of Defense, were asked to list thelr needs
for the Eighties and Nineties. The results of
this survey indicate that approximately one
launch per week should suffice, assuming the
shuttle replaces all expendable boosters with
the exception of the lightwelght Scout. NABA
would like to see more launches, which would
reduce the unit price, and the Department
of Defense foresees a need for some addl-
tional capacity in the 1983-21 period. But,
Defense asks, what happens if they want
to get a satellite up in a big hurry? Will
NASA drop everything else to meet their
needs? What happens if some defect turns
up that grounds the five-shuttle fleet? What
about sabotage? Shouldn't Defense keep an
independent launch capability for emergency
use? NASA wonders if the nation can afford
to keep & redundant launch capability that
might never be used. The totel cost of de-
signing and bullding the shuttle fleet and
putting it into service is now estimated at
$9.5 billion.

As a former astronaut and test pilot, how-
ever, it's not financing the shuttle that really
interests me, but flying it. Although it won't
go into orbit until 1979, its glide tests will
begin this summer at Edwards Alr Force
Base, California. The Enterprise will be car-
rled aloft by a Boeing 747 jumbo jet and re-
leased at 22,000 feet. For the first five of these
flights, the orbiter has been modified slightly
from its space configuration; a special
streamlined tallcone has been added to re-
duce aerodynamic drag and improve glide
characteristics. With the tallcone, flight time
from release to touchdown is about five min-
utes. Without this device, the orbiter glides
like & skipping stone and stays aloft only two
minutes. The last three test flights will be
without the tallcone. Another modification
for the early tests is the addition of two ejec-
tion seats; accordingly, the crew will be Iim-
ited to fwo. During the brief moments after
they are freed from the 747, the palr will
earn their pay, going through a fast-paced
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but elaborate serles of maneuvers to measure
the subsonic handling qualitles of this 150,-
000-pound glider.

DEAD-STICK LANDING AT 180 ENOTS

With very lfttle margin for error, and with
no chance to compensate for a serlous goof,
the last 60 seconds of the shuttle test flights
will be exciting indeed. Coming down at an
angle of ten degrees with the tallcone on or
22 degrees with tailcone off, and a speed of
about 240 knots, the pilot aims for a point
Just short of the runway When he reaches
approximately 1,500 feet above ground he
starts to flatten the glide path to 1.5 degrees,
creating a stress 1.7 times the force of grav-
ity. At no less than 300 feet, he lowers the
landing gear. His craft 15 now decelerating
rapidly as it crosses the runway threshold
and approaches the selected touchdown
point. As indicated, landing speed will be 180
knots when the orbiter is empty, slightly
higher when it is carrying & load. All this
with no engine power to correct for mistakes!

A power-off glide to a precision landing
is not quite as death-defying as one might
imagine, however. With computers to help,
both on the ground and aboard the orbiter,
the pilot will know whether he is on the
proper glide path. Corrections back to the
ideal path can be made by varying airspeed,
making S turns or using the speed brake.
Completely automated landings, with no help
from the pliot, will be possible ultimately,
even under the worst weather conditions.

After the Enterprise leaves Edwards in
1978, two years of ground tests will measure
system stresses under simulated filght con-
ditions. In March 1979 the second orbiter, as
yet unnamed, will be first to venture into
space with human beings aboard from Pad
39 at Kennedy Space Center, the old Apollo
moon-launch site. Again a crew of two,
sitting in ejection seats, will be emvloyed.

In former times, putting men aboard a test
vehicle that had never been In space would
have reemed daring. But NASA s more con-
fident now than in the days of Saturn V.
Without crews, both flight sequences would
have had to be automated, Including the
tricky reentry and landing at Edwards. The
idea of an unmanned test orbiter zooming in
from the Pacific and zipping over soutbern
California at 1,700 miles per hour made
planners a little edgy.

The airplanelike shape of the orbiter, its
external belly tank and the two solid rocket
motors combine to create the most complex
configuration ever rocketed from Kennedy
Space Center. This lack of symmetry puts
an extra burden on the shuttle’'s control sys-
tems during launch, for as it gains speed and
its wings produce more 1ift, it will tend to
veer off, so it must be pulled back into line
by swiveling the rocket engines to the oppo-
site side. As it pasces the soeed of sound, the
orbiter’'s shock waves will Interact with those
produced by the external tank and the solid
rockets,

Predicting what will happen then is more
of an art than a sclence, but it is believed
no dangerous vibrations or oscillations will
result. If they do, the crew can probably
eject to safety. If the shuttle is golng to act
up, we hope it will do so early in the flight
test program, because after the first four
flights from Kennedy Space Center, out come
the ejection se=ats, and In goes the normal
crew of four or more, Then they will be at the
mercy of the solid rockets, for once they
ignite the crew has no choice but to hang
on for the ride. After the solids burn out at
an altitude of 25 miles, the crew can turn
around and head back to Kennedy If things
don’t look right. This arrangement makes an
old pllot like me nervous, but solids have a
very good safety record, and a low altitude
about capability may be simply an outmoded
vestige of the early davs of space flight.

Previous manned vehicles have controlled
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thermal buildup by shedding tiny chunks of
incandescent heat shield. The orbiter has no
shield of this type, but its belly is protected
by semipermsanent silicacoated ceramiec
blocks designed to radlate heat back into the
atmosphere. Their checkerboard finish glves
the orbiter the bizarre look of a flylng brick-
yard.

Who will fiy this strange craft? Initially,
the same group of astronauts and test pilots
we have become familiar with over the years.,
Commander of the first drop test at Edwards
will be Fred Haise, who limped back from the
moon aboard Apollo 13 after its oxygen tanks
exploded. The captain of the second Edwards
test will be Joe Engle, veteran of a dozen X-
15 hypersonic research flights. The first orbi-
tal crew has not yet been picked, but they
probably will be familiar names. Beyond that
point a newer generation doubtless will begin
to emerge.

NASA has realized that it needs more crew
members and has issued invitations for both
pllots and misslon specialists to apply, but
no later than July 1, 1877, The agency is look-
ing for young, well-educated, highly moti-
vated specialists, male or female, to usher in
Phase II of America’s adventure in space.
The machine they fly certainly will be dlifer-
ent, combining such daring features as &
manned first launch and a power-off landing
with the more conventional alrcraft systems.
It sounds so promising and so much fun that
maybe even a broken-down former astronaut
or two will slip application papers into the
pile.

DEFENSE MANPOWER PAY AND
COMPENSATION

Mr. MUSKIE. Mr. President, during
the past several years, I have become
increasingly aware of the concern of our
Nation's servicemen that defense man-
power pay and compensation is being
diminished piecemeal by Congress, with
no attempt to relate partial changes in
the system to their overall effect on the
living standards of servicemen and their
families.

The issue is vital, not only because
manpower costs consume & sizable pro-
portion of our defense budget, but also
because of the interest we all have in
maintaining a high degree of profes-
sionalism and dedication in our armed
services.

There is a clear need for a reform
of manpower pay and compensation poli-
cies which can lead to substantial sav-
ings in the military manpower budget.
Without such reforms, I am concerned
about the potential rate of outyear cost
increases for manpower accelerating,
and this rate of momentum cannot con-
tinue without seriously undermining our
ability to build and maintain the needed
improvements in our defense foreces.

At the same time, it is impossible for
our service members to maintain their
morale and dedication when they fear
that their concerns are being ignored by
Congress, and their compensation whit-
tled away without regard to their needs.

That is why I welcome the Presi-
dent’s decision to appoint a commission
to study the total compensation package
of the uniformed services and to recom-
mend necessary adjustments within the
framework of the total system.

One of my constituents, Captain
Wallace of the U.S. Navy, has expressed
far better than I could the feelings of
the career serviceman as he faces the
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future. I ask unanimous consent that
this letter be printed in the RECORD.

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

ANNANDALE, VA,
March 17, 1977.
Hon. Epmunp 8. MUSKIE,
U.S. Senate,
Russell Office Building,
Washington, D.C.

DEAR SENATOR MuUskIE: I very much ap-
preciated receiving your recent mailing de-
tailing your remarks on the economic stim-
ulus package. It is not often that those of
us serving in the Armed Forces outside of
Maine are included on the malling lists of
our Senators or our Representative. I would
personally appreciate being retained on your
mailing list if possible.

As a career naval officer with over twenty
years of service, I wish to address to you &
matter of great personal concern to me and
many of my fellow servicemembers. Hope-
fully, my thoughts will be of some value
to you as the issue I am about to discuss
is debated in the Senate during the 95th
Congress. The issue to which I am referring
is the ever-mounting criticism of the pro-
portion of total Defense spending allocated to
manpower costs, and from my perspective,
the mistaken resultant conclusion that mili-
tary personnel are overpald.

I wish to preface my remarks by assuring
you that I, personally, do not consider my-
self underpald. If that were so, I would quite
likely have left the Navy long before now.
On the other hand, I do not consider my-
self to be lavishly compensated when I view
the demands of a service career relative to
alternative professions. On the opposite end
of the spectrsm from myself as a relatively
senior officer are the junior enlisted members
who, relative to many of our fellow citizens
of Maine, are also reasonably well compen-
sated for thelr service. However, these serv-
jcemembers are not lavishly pald either, as
attested to by the difficulties facing the
Services in attracting adequate numbers of
recruits even during the prevalling perlod
of high national unemployment.

I know you are well aware of the inequita-
ble tax that the draft formerly Imposed
upon the young men of this nation. When
we abolished the draft in favor of an All
Volunteer Force concept, we accepted the
fact that as a nation we would all have to
share in the payment of this tax by provid-
ing our first-term personnel equitable wages.
This was a relatively expenslve decision, but
in the aftermath of Vietnam, one which was
readily made by a war-weary and consclence-
stricken natlon. To date the All Volunteer
Force concept has enjoyed a measure of suc-
cess many of us doubted possible; however,
in my opinion, this success has been due
in large part to a sustained high unemploy-
ment rate and a concurrent major force re-
duction. Recent trends and future prospects
cause me to be less than sanguine about the
viability of the concept in the years ahead
unless we squarely face difficult compensa-
tion equity questions.

In January of 1972, the Department of
Defense reported to Congress that military
pay had attalned “reasonable competitive-
ness" with the private sector. Over 60% of
those of us on active duty today were re-
cruited Into the All Volunteer Force and
entered military service since that time.
These volunteers were recruited on the
promise of continued equitability of pay
and an advertised “fringe benefits" package
that marked the military as a model em-
ployer at that time. In the Intervening five
years employers in the Industrial sector of
the private economy with whom the Services
compete for manpower have developed fringe
benefits packaves that now rival or exceed
that of the military. Largely as a result of

CONGRESSIONAL RECORD —SENATE

union-negotiated labor contracts, employees
of these firms have also received baslc wage
increases which have not only kept up with
skyrocketing inflation but also provided s
modest measure of real growth in purchas-
ing power.

Over this same period Federal employees,
including the military, have had their wage
growth restrained In an effort to hold down
Federal spending, and as noted by the Pres-
ident in 1875, to set an example cf fiscal re-
sponsibility for the nation. Unfortunately,
the example was not widely emulated, and
Regular Military Compensation has suf-
fered a decline in purchasing power since
1972 while gains were belng realized in the
private sector. It is against this backdrop
of hard economic reality that the service-
member has viewed the raging debate over
excessive manpower costs and the need to
reduce overly-generous fringe benefits. It
has been a disheartening and demoralizing
experience to many, and the direct cause
of failure to reenlist, resignation and early
retirement for others.

Virtually every major military pay and
benefit area has either been altered or
totally withdrawn over the last five years:
retirement, medical care, education, leave,
specialty pays, reenlistment bonuses, and
even the method of applying the annual
“comparability” raise. Some of these same
elements and others as yet untouched have
been under continual review and threat of
cut: retirement, commissaries, medical care,
bhousing and tax-free allowances. The re-
sult of these wuncoordinated plecemeal,
changes, real or only threatened, has been
a growing anxiety among servicemembers
over the future security offered by a mili-
tary career. A recent DOD survey reveals that
85% of the 20,500 enlisted members sur-
veyed belleve thelr pay and benefits to have
been eroded over the last four years. This
view was held by 23 out of every 24 members
surveyed in paygrades E-4 through E-0.

I believe the Services and DOD have acted
responsibly in attempting to address the
problem of rising manpower costs, We de-
veloped and proposed a retirement reform in
1972 which at the time was viewed as a
drastic benefit cut by our people, but which
has recently been characterized as not drastic
enough by many critics. Nonetheless, fallure
to act on the proposal has already cost tax-
payers over $3 billlon in potentlal savings
through the year 2000. In 1974 the Services
also supported a change in the law to termi-
nate the so-called “Rivers Amendment”
which placed all of the annual comparability
ralses In basic pay, thereby further escalating
retirement costs. In 1976 we supported elim-
ination of the 19 add-on Increase in each
retired pay adjustment which had unduly
escalated retirement annuities durlng our
recent inflationary years.

Throughout this time frame the Services
have been appealing for definition of a com-
prehensive milltary compensation policy, in-
cluding an agreed-to, defined standard
against which to judge the adequacy of total
military pay and benefits. Somehow this de-
termination has always been too difficult to
make; and lacking 1t, the random, uncoor-
dinated changes to pay and benefits have
continued in the hope that, while making
apoarently reasonable economies, we weren't
inflicting a fatal blow on the All Volun-
teer Force.

President Carter has now announced his
intention to establish a Blue Ribbon Panel
to review the findings of the recent Defense
Manpower Commission, Third Quadrennial
Review of Military Compensation and other
relevant studies. The Panel is to report its
recommendations for a comprehensive mili-
tary compensation policy to the President on
or about 1 September 1977 with the intent
of implementing recommended changes, 1f
any, beginning in FY 79. Speaking as a career
serviceman with a great love of the Navy
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and a strong desire to continue serving until
forced into retirement, I fervently hope this
time we will allow the Panel to conclude 1is
deliberations and then act to implement 1ts
recommendations.

We careerists aren't adverse to change. We
are merely frustrated and disheartened as a
result of remaining under continued fire from
the public we have chosen to serve. Whatever
recommendations the Panel should make, I
am certain the career servicemembers will
support them provided they include an
agreed-to standard against which to evalu-
ate pay and benefits in the future; a stand-
ard which guarantees the reasonable expec-
tations of career servicemembers for their
own and thelr dependent’s or survivor's fu-
ture security,

Senator Muskle, I urge you to speak out
from your influential position in the Senate
in favor of a moratorium on further pay and
benefits changes until such time as the Pres-
ident’s Blue Ribbon Panel can conclude its
deliberations and the Congress can act upon
its recommendations to establish a compre-
hensive military compensation policy that is
both fiscally responsible and In the best in-
terest of national security. I am convinced
that only In this way can we traditional
Service leaders In the Congress, the Admin-
istration, and the Services themselves restore
the confidence of our people that we are pre-
pared to represent them in their aspiration
to preserve military service as an honored and
attractive profession. Falling this, I fear that
none of us will succeed in stemming the ris-
ing sentiment favoring military unionization;
an eventuallty I believe would irrevocably
alter the two hundred year tradition of Serv-
ice to Nation which has been the hallmark
of the U.S. Armed Forces,

Thank you for taking time to conslder this
lengthy letter, It need not to be answered
or acknowledged unless you choose to, as I
have provided it merely to acqualnt you with
my views on an issue of personal concern to
me.

Sincerely yours,
RicHARD J. WALLACE,
Captain, U.S. Navy.
Permanent Residence: Topsham, Maline.

e ——
CIVIL DEFENSE: WE NEED IT

Mr. GOLDWATER. Mr, President, for
many years the nuclear strategy of the
United States has been based on the
theory of “assured destruction.” The be-
lief has long been that a first strike by
either of the world's leading nuclear
powers would bring such destructive re-
taliation that neither side would ever
resort to such & course. Now the ques-
tion arises as to what would happen if
either the United States or Russia could
be assured of withstanding to an accept-
able degree a retaliatory assault by the
other. Mr. President, what I am getting
at here is the problem arising from the
Soviet Union's great emvhasis on civil
defense at the present time. The new
phase of Russian activity has led to an
interesting scenario recently released by
the Pentagon. Suppose in some future
confrontation between this country and
Russia, the Soviets simnly evacuate their
cities and then threaten to bomb Ameri-
can cities.

Mr. President, this question is becom-
ing more important every day in the
matter of nuclear balance of strength.
A recent editorial in the Phoenix Gazette,
underlines this problem, and explains
why we need greater emphasis on a civil
defense program in this country. I ask
unanimous consent that this article be
printed in the ReEcorb.
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There being no objection, the ar-
ticle was ordered to be printed in the
REcorbp, as follows:

Civi, DEFENSE; We Neep IT

American nuclear strategy is based on the
theory of “assured destruction.”

Former BSecretary of Defense Donald H.
Rumsfeld has sald the U.S. hopes to deter
Russia from a nuclear war by having “some
minimum force which can survive even &
well-executed surprise attack In adequate
numbers to strike back with devastating force
at an enemy's economic and political assets.”

Quite simply, if the Russians know the
United States can absorb a first strike and
retaliate with total destruction of the Rus-
sian economy, they will never launch thelr
nuclear-armed missiles,

American statesmen were so convinced of
the valldity of “assured destruction” that
they agreed, in the first SALT agreement, to
glve up this country's lead in anti-ballistic
missiles. If neither side had an effective de-
fense, went the argument, there would be
even more validity to the theory of “assured
destruction.” That would bolster the “strat-
egy of terror" on which the U.S. depended.

At the end of World War II the Air Force
made a survey on Hiroshima, where a nuclear
device had been used on an undefended city.
The survey showed that the A-bomb had not
been all that awesome.

On the day after the bomb was exploded,
“bridges into downtown Hiroshima were
opened to trafiic, and electric service was
restored in some areas. On the second day,
trains were again operating. By the third
day, some streetcar lines resumed service,
Within ning days, telephone service was re-
stored to the center of the city. In the out-
1ying areas of the city, water, sewer, and gas
service was never interrupted.”

Presumably & clty prepared for an atomic
war could recover much more rapidly than
was done by unsuspecting Hiroshima. The
Russians are preparing themselves for such
& recovery.

They have given civil defense a high prior-
ity at the same time they are bullding up
their offensive nuclear arsenal. This defense
consists in evacuating industrial centers, pro-
tecting the workers in crude but effective
bomb shelters, and then sending them back
to rebuild the devastated clties.

This new phase of Russian civil defense has
led to an Interesting scenarlo recently re-
leased by the Pentagon. Suppose, at some
future confrontation between the TUnited
States and the Soviet Union, the Russlans
simply evacuate their citles and then
threaten to bomb American citles.

The enemy would, in effect, be holding
American cities as hostages. Either the U.S.
would back away from the confrontation or
Russla would launch an attack with the as-
surance it could survive a retallatory attack.

This may be far-out military theory, but
the possibllity has some serious planners
worried. Many congressmen are wondering
whether the virtually discarded American
civil defense shouldn't be reactivated.

It may be later than anyone thinks in the
matter of plans to survive an atomlc attack
and win a nuclear war.

ETHICS COMMITTEE NOTICE: ALL
SENATE STAFF MUST FILE OUT-
SIDE EMPLOYMENT REPORTS

Mr. STEVENSON. Mr. President, I
and Senator Scawmrtrr, for the Select
Committee on Ethics, give additional no-
tice that rule 45, paragraph 3, requires
all Senate officers and staff who are en-
gaged in outside business or profes-
slonal activitv or employment for com-
pensation to file with their supervisor on
May 15, next, a report of each activity

L or employment.
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Senators and staff are further advised
that, under the ‘“‘definitions’ provisions
of rule 49 of the Senate Code of Official
Conduct, agreed to April 1, 1977, and
which took effect April 2, 1977, the out-
side employment report requirement now
applies, not only to persons whose salary
is disbursed by the Senate, but also to
any officer or employee of the Govern-
ment detailed for service in a Senate of-
fice and any other individual whose full-
time services are utilized for more than
90 days in a calendar year by a Member,
officer, or employee of the Senate in the
conduct of official duties. In other words,
the new rule on this matter requires any
detailed Government employee, educa-
tional fellow, or full time volunteer to
file a report of his or her personal service
activity or employment for compensa-
tion.

It is the responsibility of each indi-
vidual to file the report with the super-
visor at the time his or her Senate office
employment detail or assignment
starts—if there is outside employment to
report—at the time outside employment
starts and anew on Mav 15 of each year.

We further advise the Vice President,
Senators, and officers of the Senate that
rule 45 requires them as supervisors to
review these reports and to take such ac-
tion as is necessary for the avoidance of
conflict of interest or interference with
duties to the Senate.

Staff are reminded that they must file
a new report in mid-May, if they have
outside service or employment activity,
even if they have filled one previously.
Staff who have no such activity or em-
ployment need not file a report.

Inasmuch as May 15 falls on a Sun-
day this year, staff should file their re-
ports with their supervisors this year by
close of business Monday, May 16.

Forms for making this report may be
secured by calling the committee, exten-
sion 4-2981, or by visiting the office, 1417
Dirksen.

YOUTH EMPLOYMENT

Mr. JAVITS. Mr. President, last Fri-
day, April 22, the Employment Subcom-
mittee of the Senate Human Resources
Committee, of which I am the ranking
minority member, held the third of 3
days of hearings on S. 1242, the Youth
Employment and Training Act.

The committee and the Nation had
the benefit of the fine testimony of three
of our distinguished colleagues: the Sen-
ator from Oklahoma (Mr, BELLMON), the
Senator from New Mexico (Mr. DoME-
nicr) and the Senator from Idaho (Mr.
McCLURE).

Mr. President, the perspective and the
wisdom of these three members of the
Senate Budget Committee, who have
spent so many hours examining the ser-
ious and endemic problem of youth un-
employment in our country, should be
read by all who have an interest in the
legislation now moving through Con-
gress. Theilr work is, itself. testimony to
their commitment and dedication to al-
leviating the critical problem of such
severe structural unemployment among
our young people as to account for 50
percent of all the unemployed in the
United States.
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Mr. President. I ask unanimous con-
sent to have printed in the Recorp the
statements of Senator BeLumoN, DoME-
wNici, and McCLURE.

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

STATEMENT oF SENaToR HENRY BELLMON BE-
FORE THE HumaAN RESOURCES COMMITTEE,
APRIL 22, 1877
Mr. Chairman, I concur with my colleague

from Idaho in that I apprectate the opportu-
nity to testify, and I also want to assoclate
myself with his remarks. Additional focus on
private sector incentives to hire youth will
enhance the youth unemployment legisla-
tion. I also favor the allocation changes in
the Javits-Humphrey amendment as dis-
cuszed by Senator McClure.

I, too, support legislation to address youth
unemployment, but there are specific pro-
vislons before the Committee which I find
troublesome and which I want to call to the
attention of the Committee. S 1242 provides
programs only for out-of-school youth, The
Javits-Humphrey amendments provide for a
15% set aside for programs for In-school
youth to be jointly coordinated by the prime
sponsor and the local education agency,
While the amendment improves the legisla-
tion, I don't belleve it completely solves the
very serious problem in regard to public
school involvement in the youth unemploy-
ment program.

A youth bill which ignores the public edu-
cation agencles is not desirable. Prime spon-
gors must work in concert with local educa-
tion agencles to avold duplication of effort in
regard to services now avallable in the
schools. With local resources and state and
federal vocational education resources, many
local education agencies are providing train-
ing, counseling, and placement services. Any
new services should be coordinated with
such existing actlivitles and the excessive
costs of dual delivery systems should be
avolded.

In the past, vocational and other educa-
tlon programs and job creation programs
have operated independently of one another
for the most part. When support for work-
study programs has been available to educa-
tion systems (as in Part H of the vocational
education act), the schoocls have been ham-
pered by matching requirements, youth sal-
ary restirctlons (8§45 per month under Part
H), and lack of administrative and coun-
seling support.

Job programs outside the schools have
often competed with the schools and have
stimulated school drop outs as disadvantaged
youth actually leave school in order to qual-
ify for the more lucrative work programs. All
too often these youth are returned to the
ranks of the unemployed once the public
subsistence program has ended. We must put
an end to the incentive to drop out of school
in order to take part in a jobs program.

We are slmply worsening the long term
problem when we fail to provide the educa-
tion and training necessary to continue em-
ployment and to transit youth served from
the publie to the private sector.

I feel it Is appropriate for in-school youth
to be served and language should be pro-
vided which requires that in-school youth
must remain in school In order to be eligible
for the program.

The provision in 8. 1242 which encourages
that academlic credit be given for training
programs 1is desirable; however, I must
strongly oppose the mandate that federal
regulations should be promulgated for pro-
viding such credit. Granting of academic
credit 1s a state and local prerogative, and the
federal government has no business usurping
this role. I urge the Committee to delete the
provision requiring federal regulations. All
decislons on provision of academilc credit
should be left to the appropriate state and
local agenciles.
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I want to express my thanks again to the
Committee, and I request your consideration
of the concerns I have outllned.

STATEMENT oF SEwnator PETE V. DOMENICI

BerForRE THE HumMAN RESOURCES COMMITTEE,

AprIL 22, 1977

Mr, Chalrman, as an advocate of legisla-
tion to provide programs for unemployed and
underemployed young people, I want to com-
mend the Employment and Poverty subcom-
mittee for their actions to date in negotia-
tlon with the several Senators who spon-
sored youth bills and the administration. I
agree with the modifications suggested by
Senator McClure and Senator Bellmon, and
I want to add my support to their recom-
mendations. As a co-sponsor of two of the
youth bills which are incorporated into S.
1242, I certalnly plan to support the Human
Resources Committee bill.

As the subject of this hearing covers CETA
public service employment as well as youth
unemployment, I would like to discuss a
CETA problem of great concern to me.

Local education agencies employ approxi-
mately one-half of all loeal public employees.

The 1972 Census of Governments, pub-
lished by the U.S. Department of Commerce,
demonstrates the following comparison of lo-
cal school districts employment with general
units of local government:

Number of

Munici- School Percent of
employees total

Counties  palities  districts

48.9
46,7

47.7

1, 369, 000 2, 376, 000 3, 587, 000
71,777,000 1, 920, 000 2, 710, 000

Full time equiva-
lent 1,242, 000 2, 029, 000 2, 981, 000

In addition to teachers, local school dis-
tricts employ a large number of central office
personnel, teacher aldes, bus drivers, cafe-
teria workers, paraprofessionals, and build-
ing and grounds maintenance personnel
(such as, engineers, janitors, gardeners, elec-
tricians, and carpenters). In fact, about
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30% of all school personnel are non-profes-
slonal. The point is that local systems can
productively employ & wide range of persons
who are currently out of work, as well as
provide jobs which have future value in the
private sector.

Since approximately !5, of public em-
ployees are school districts, it would be rea-
sonable to assume that 14 of PSE slots go to
school districts. This has simply not been
the case.

While national data is not available on
the percent of CETA jobs money which is
passed on to local school districts, it has
been estimated at less than 109 . Data has
been collected for a number of metropolitan
districts as shown in the attached tables.
School district percentages here range from
0% to a high of 37%.

Municipal, county, and state governments
have received anti-recession aid from the
federal government through a variety of
sources—revenue sharing and public works
as well as CETA. Our nation's school dis-
tricts, also hit hard by the recession, have
recelved very little federal anti-recession
assistance.

For example, General Revenue Sharing
provides state and local units approximately
$6.8 billion of “no-strings attached" assist-
ance every year. In the first years of the
program, elementary and secondary educa-
tion received about 7% of these funds in the
nature of new program money (as distin-
guished from tax rellef). The main reason
for this underfunding is that local school
districts are not eligible as direct recipients
and neither the states nor general units of
local government are required to provide
them with a minimum set-aside. While data
is not yet avallable, a similar result under
the $1.25 billion counter-cyclical revenue
sharing program would not be surprising.
Finally, under the Public Works Employ-
ment Act, under the first round of funding,
school dlstricts received only 19% of these
funds—and then only because they were
direct recipients.

We have seriously neglected the economic
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plight of our schools during the recession.
Local school districts are the major local
government employer, the demand for pro-
ductive new positions exists, and funds to
pay for those posltions cannot be raised with-
out local property tax increases. Therefore,
it is difficult to understand how public em-
ployment can best serve the economic re-
covery without the direct involvement of
local school districts.

In the past two years, Congress has passed
several federal laws which mandate increased
education services without fully funding
these services. The S. 504 requirements to
remove architectural barriers for the handi-
capped, the individualized programs required
under the Education of Handicapped Act
(PL 94-142), and the extension of Unem-
ployment Compensation to Public Employ-
ees (PL 94-566) have placed additional
burdens on our schools.

I believe it is time to recognize the finan-
cial plight of our local education agencles.
I intend to offer an amendment to CETA
titles IT and VI which requires prime spon-
sors to redirect not less than 15 of their
total CETA grants to local school districts
located within their respective areas. While
& 14 share is not fully representative, given
the proposed expansion of the program from
310,000 to 725,000 jobs, it should open up
school employment without disrupting ex-
isting job commitments for prime spon-
sors—including those prime sponsors who
are currently providing only minimal assist-
ance for local school districts.

Education agencies can provide meaning-
ful employment through the public service
jobs program. Education agencles are accus-
tomed to supplementary federal programs,
and therefore are not likely to substitute
local funds with federal funds, thus greatly
diminishing the effects of substitution In
the total program. And finally, local educa-
tion agencles have a great need which I be-
lHeve the Congress has responsibility to
address.

I urge the Human Resources Committee
to support this proposal.
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STATEMENT OF SENATOR JAMES A, McCLURE
BEFORE THE HUMAN RESOURCES COMMITTEE,
Apnin 22, 1977

Gentlemen, I appreclate the opportunity
to appear here today to discuss youth un-
employment. As the need for legislation in
this area 1s well documented and has been
discussed in detall on the Senate floor as

1 '“f;?g" prime sponsor grants to local education agency under titles | through VI for fiscal

the varlous bills have been introduced, I will
confine my remarks to consideration of the
specific provisions of the legislation.

As a strong proponent of legislation to
address the problems of unemployed youth,
I am gratified by the timely response of the
Human Resources Committee and the plan
to move ahead in this area as quickly as

2 Includes total allocations under titles | through VI for fiscal year 1976.
3 Compares employees supported by local funds only.

possible. The amalgam of youth proposals
in Senate Bill 1242, the Youth Employment
and Training Act of 1977 is a comprehensive
approach with many commendable com-
ponents. I was particularly pleased that Part
C of the bill incorporates much of 8. 503, the
Youth Employment Act which I introduced
with Senators Domenici, Bellmon, and Javits.
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I was also a co-sponsor of the Stafford-
Randolph Bill which was the precursor of
Part B of B. 1242.

‘While I baslically support the approach of
8. 1242, there are several areas which I feel
can be improved. The basic approach to Part
C of the bill is similar to S. 503 In that funds
are provided to CETA prime sponsor to sup-
port & broad range of manpower services. The
actual mix of services in any glven area can
thus be based on the needs of the local la-
bor market. While I whole-heartedly endorse
this approach, I belleve that the eligible ac-
tivitles should be expanded to provide In-
centives to private employers to train or
employ unemployed or low-income youths. I
refer the committee to subsections 8 and 9
of Section 701(b) of S. 503.

The emphasis on tralning and job creation
in the private sector contalned in these sec-
tions should be Incorporated In the final
commitiee bill.

Permanent and meaningful employment
for our young people must ultimately be
found primarily in the private sector. In-
creased interaction between the manpower
service programs and the private sector
should result in greater freedom of selection
for young people, more relevant training to
match job opportunities, and greater like-
Hhood of moving our youth into gainful em-
ployment in the private sector. I ask the com-
mittee to add language which provides a
greater focus on the private sector.

Several other problems I find with the bill
have been addressed by Benators Javits and
Humphrey in amendment number 184. The
allocation of funds for youth unemployment
programs should be based on the number of
unemployed and low-income youth rather
than on unemvloyed and low-Income per-
sons. The amendment which provides 507%
of the funds on the basis of low-income
youths should be sdopted. In addition, &
minimum of 75% of the Part C funds should
flow by formula to prime sponsor with a
maximum of 25% of the funds available for
DOL discretionary grants. S, 1242 authorlzes
such sums as are necessary to carry out the
purposes of the Act, A specific number of
dollars is preferable, and I support Senator
Javits' recommendation of #1 blllion in FY
77 and $2.56 blllion In FY T8, This authoriza-
tion should be broken down further by Part,
and I support the amendment level of 23%
for Part A, 17% for Part B, and 60% for
Part C.

Again, T thank the Committee for the op-
portunity to testify, and I look forward to
Committee action on this issue.

SENATE ACTION BENEFITING
OLDER AMERICANS

Mr. KENNEDY. Mr. President, I re-
cently had the opportunity to read a
speech delivered on April 19, 1977, by my
good friend and colleague, Senator BrirLL
HatHAWAY, t0o a group of retired senior
volunteers participating in the RSVP
program in the State of Maine.

This program was implemented under
the Older Americans Act which was first
considered and reported by the Senate
Committee on Labor and Public Welfare
on which both Senator HATHAWAY and I
have served for a number of years. We
have worked together in oversight of ail
of the Older Americans Act programs
and most recently on strengthening
amendments enacted in 1975. Conse-
quently, I was pleased to learn that the
RSVP program is working well in his
State, as it is in my own State of Massa-
chusetts.
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Mr. President, in order that my col-
leagues might be aware of the importance
of these Older Americans Act programs
and the continuing need for all our Fed-
eral programs to reflect the needs and
concerns of our older Americans, I ask
unanimous consent that Senator Hath-
AWAY’s speech be printed in the REecorp.

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

REMARES OF SENATOR WiLLiaM D. HATHAWAY

It 1s a pleasure to be here for the fifth an-
niversary and celebration of the existence of
the RSVP program in Androscoggin, Frank-
lin, and Oxford County.

I extend my sincere congratulations and
gratitude to each of you who have given so
much of your time and yourselves. Through
your work in nursing homes, in hospitals,
in schools, In nutrition programs in health
programs and in working with retarded chil-
dren, you have done a great deal to bring
needed services to many throughout the tri-
county area.

Tn addition, as Older Americans you have
collectively demonstrated that retirement is
not a retreat from soclety but rather Is an
expanded opportunity to devote your efforts
to serving others. You have also shattered
the stereotype image which too many have
of the elderly—you are not helpless, and,
given the opportunity and the resources, you
are able not only to help yourselves but
everyone in your community.

I would like to outline the current
problems faced by older Americans, the
response to these problems by the Congress,
and then open the flcor to guestions.

There is a growing recognition that the
problems of older Americans are the problems
of all Americans, and these problems must
be faced in a comprehensive fashion to ensure
the well-belng of our soclety as a whole.

In 1900, the average life expectancy of
Americans was 49 years. Today It has in-
creased to 71 years, Similarly in 1900 those
over 65 years comprised 4% of the total
population, or one American in 25.

Today, 22 million people or one in ten
Americans Is over 65, and by the year 2000,
this figure will grow to 28 million. It is clear
that there Is a strong and growing need for
programs and policles to help every Indi-
vidual who falls into this group.

Current problems faced by older Americans
include health care. While 829% of older
Americans get along quite well on their own,
these individuals are subjeect to more dis-
abilities, see physiclans 509 more, and have
twice as many hospital stays, and, the stays
last twice as long as those of younger
Americans. The average health care costs
of those over 65 Is almost 4 times that of
those under 65.

Older persons enjoy less than half of the
income of their younger counterparts. Over
one-sixth of the elderly llve in conditions
below the government established poverty
level. They must spend more of their income
on food, shelter and medical care, and less
on other items than do younger Americans,
They are hit harder by inflation since they
have little flexibility in budgets which are
already stretched to the breaking point.

The ratlio of clder women to older men is
currently 130 to 100. While over three-fourths
of older men are married, over half of women
are widows. Over 40% of older women Iive
alone or with non-relatives. One in twenty
older Americans live in institutions,

Due to a lack of transportation, many
older Americans are unable to get to needed
services—health care, food stores, other
shopping areas. A larger percentage of older
Americans live In rural areas than do those
under 65. In a recent survey, over 40% of the
households comprised of older Americans did
not own automobiles.
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FEDERAL LEGISLATIVE RESPONSES TO THESE
PROBLEMS

A. The Older Americans Act was first
passed In 1965, amended in 1972, and most
recently in 1975.

I was pleased to co-sponsor these amend-
ments and to serve on the Senate Commit-
tee which considered this legislation, It au-
thorlzes Federal funds for the following pur-
poses:

1. As you know, Retired Senior Volunteer
Program (RSVP), Foster Grandparents, and
Senlor Companion Programs are all Older
American Act Programs administered
through ACTION, the federal agency which
also handles VISTA and the Peace Corps.

2. Nutrition programs include Meals on
Wheels and other hot lunch programs. The
most recent legislation mandates that the
Secretary of Agriculture purchase meats and
other high protein foods, and increases the
subsidy for such meals to be provided by the
Secretary of Agriculture.

3. Transportation Services—for the elderly,
to assist them in getting to Doctors, to do
needed shopping.

4. Part-time community service jobs for
those 55 and older. Many older Americans are
not yet ready for full retirement and still
want to contribute to thelr communities and
feel that they have an active role to play.
This program will coordinate local commun=
ity service job programs and reguire that
priority be given to part-time older workers.

5. Home services, including health care
and homemaking services. Many older Amer-
fcans do neot require full-time care in a
nursing home or other institution and do
not want such care. But they do need assist-
ance in performing many household chores
and need some medical care short of golng
to & hospital. This legislation will provide
to State Agencles on Aging the funds to de-
velop such programs.

6. Legal and tax counseling—There is a
need recognized by Congress to provide our
elderly citizens with legal and particularly
tax sssistance to cope with increasingly com-
plex forms and regulations.

7. Multipurpose Senlor Centers—to pro-
vide nutrition programs, recreation, and
other services.

8. Research and tralning concerning the
causes of aging and the problems associated
with it. This act provides funds for Univer-
sities to set up programs for the study of
the aging process.

8. Discrimination agalnst elderly—The
Older Americans Act bans unreasonable dis-
erimination on the basis of age In federally
funded programs, and provides for a study of
the extent of discrimination on the basis of
age In other areas.

The Older American Act programs are ad-
ministered by a total of 412 local agencles,
which now reach over 70 percent of our
senior cltizens. During the current fiscal
year, Congress appropriated 400 million to
these programs, the largest In history.

OTHER LEGISLATION

1. Tax Reform Act—As a member of the
Senate Finance Committee which has re-
sponsibility over our tax structure, I have
been particularly concerned about making
our Federal Tax Structure fairer to the vast
majority of Americans and eliminating all
of the loopholes which serve no useful pur-
pose or which exist more as a subsidy for
the rich than as responsible legislation.

There is much yet to be done to achieve
this goal but there were a number of
changes in the Tax Reform Act of 1976
which should be of benefit to all older
Americans. These Included:

A. Revision of the retirement income tax
credit—For many years, senlor citizens have
expressed concern over the treatment of
income they earn after they retire. Under
the tax simplification provislions contained
in the law, the amount of iIncome on which
the retirement credit can be computed will
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be raised from #$1,500 to $2,500 for single
persons and from $2,300 to $£3,750 for married
couples. The changes also allow earned in-
come to be included as well as retirement
income,

B. Tax Incentlves to businesses to re-
move architectural and transportation
barrier for handicapped and elderly per-
gons—the law allows businesses to deduct
expenses incurred in modifying and eliminat-
ing existing architectural barriers—such as
stalirs, and others.

C. Sale of Personal Resldence—The new
tax law allows individuals to exclude from
their income any gain on the sale of their
personal resldence, provided the adjusted
sales price is less than $35,000. Prior to the
change, sales price had to be less than
$20,000 for this treatment,

D. Standard Deduction—The law increased
the minimum standard deduction, or so-
called low income allowance, from $1,300 to
$1,700 per year and increased the maximum
standard deduction from 2,000 to $2,400.

E. Estate and gift tax—These provisions of
law were silmplified and integrated into one
set of tax rates,

2. Social Security—In July, the over 32
million recipients of Soclal Security should
recelve approximately a 5% cost-of-living
increase. The average monthly benefits
would increase from $218 to $229 for a retired
worker, and from $372 to $390 for a retired
couple,

This same cost-of-living increase would
also go to SSI reciplents.

3. Social Services Legislation—A former
problem, now solved, in the administering of
Soclal Services provided under Title XX of
the Social Security Act and the Older Amer-
icans Act was how to determine the eligibil-
ity of reciplents on the basis of income.

In 1974, Congress enacted a law which re-
quired that the States tax steps fo ensure
that federal monies for social services go to
those in lower income groups. In the early
1970's, studies indicated that over three-
fourths of this federal money did not reach
the poor. In carrying out this law, the Ad-
ministration’s Department of Health, Edu-
cation and Welfare, unfortunately, imposed
very strict regulations which required indi-
vidual proof of income and strict identifica-
tion to determine eligibility.

This proved a nightmare for the states to
administer and the regulations were conse-
quently suspended, after Congressional pro-
test, This administrative problem also re-
sulted in a frustration of the original intent
behind many of the Title XX and Older
Americans Act programs. HEW has withheld
some $4 billion dollars in funding due to its
clalm that certain states were not fulfilling
the so-called individual means test.

Further, this individual means test was
contrary to the original legislative intent
behind the Older Americans Act which stated
that there ought not to be specific individual
income determinations for eligibility for its
programs, such as meals on wheels and senlor
centers, The means test was demeaning to
Older Amerleans and they are understand-
ably reluctant to subject themselves to rig-
orous income checks.

A year ago, the Administration temporarily
suspended these regulations in response to
public outcry and Congressional pressure.

As a more long-term solution, I co-spon-
sored a bill in the last Congress which al-
lowed states to walve the means test for
qualified groups. In this way, the character-
istics of the group as a whole would be
examined, rather than each individual mem-
ber.

This approach was enacted into law in
September of last year.

4, Revenue Sharlng—As Chairman of the
Revenue Sharing Subcommittee, I am par-
ticularly pleased with the changes made in
that law during the last Congress to better
help Older Americans.
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It was amended to prohibit discrimina-
tion on the basis of age In the allocation of
funds.

Also, a change was made to require states
to provide elderly groups with an oppor-
tunity to be heard prior to distributing its
funds.

5. Crime control—It has been well docu-
mented that older Americans are too often
victimized by crime—in urban and rural
areas,

The legislation extending the Law En-
forcement Assistance Administration pro-
vided for special grants to states to plan
programs designed to reduce the incidence
of crime against the elderly.

6. Equal Credit Opportunity Amend-
ments—signed into law by the President
last year, states that there shall be no dis-
crimination in the granting of credit on the
basis of age.

7. Housing—In another change in law, the
Section 202 housing program for the elderly
was expanded, to add $2.5 billion to the bor-
rowing authority for long-term direct loans
to finance non-profit housing for the elderly
and handicapped. This program had been
hindered in the past few years because the
Administration was reluctant to implement
it and had Insisted that the loans available
could be used only for construction but not
for long-term financing. These bills state
explicitly that Ilong-term financing, be
allowed and that priority be given to these
projects.

Also in Housing, I recently introduced a
comprehensive rural housing bill which
would allow the Farmers Home Administra-
tion to finance congregate housing for the
elderly and would specifically allow for use
of funds for housing for the handicapped,
with accommodative devices.

8. Alcoholism and Drug Abuse—As Chair-
man of the Senate Subcommittee on Alco-
holism and Drug Abuse, I am particularly
concerned with problems which older persons
may experience in the utilization of these
chemicals. Consequently, I have chaired
hearings on this subject.

Congress is attempting to address the en-
tire spectrum of needs of our older genera-
tions. It is quite clear to us that your prob-
lems are our problems, or soon will be. We
need your participation and advice on the
shaping of remedles and the formulation of
policies.

You have demonstrated as a group many
times that you are interested in the political
process—you vote more frequently and in
higher proportion than your younger coun-
terparts, and I hope you will continue to do
so. It 1s too important a task to leave to
someone else. You should require that your
elected representatives be responsive to your
needs and work to make them aware of your
concerns.

THE B-1 BOMBER

Mr. GOLDWATER. Mr, President, the
time is coming when President Carter
must hand down a decision on what he
intends to do relative to a very important
part of our whole strategic posture,
namely, the B-1. In Popular Science, a
magazine with which all of us are ac-
quainted, there appears a new approach
to this fine aireraft pointing out that the
advances it has already made available to
the subject of aeronautics, both subsonic
and sonic, have more than paid the way
for this aircraft. I ask unanimous consent
that the article be printed in the Recorbp.

There being no objection, the article
was ordered to be printed in the REcorb,
as follows:
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[From Popular Science, May 1977]

THE OTHER STORY ABOUT THE CONTROVERSIAL
B-1

(By Jim Schefter)

(Note.—The fate of the B-1 is in ques-
tion—but the technological breakthroughs
it has already sparked will indelibly alter the
future of flying.)

No later than June 30, or perhaps even be-
fore you read this, Prsident Jimmy Carter will
decide whether the B-1 program lives, dies,
or hibernates. Opponents of the program—
they call it the “B-1 Bummer'—cite noise
problems, possible ozone-layer damage, and
general high costs, and question whether a
new bomber is needed at all. The arguments
on both sides are emotional and heated.

But the B-1 arguments, pro or con, are not
the issue here. Whether the B-1 lives or dies,
say aviation experts connected with the
plane's development, its contributions to
military and civilian aircraft of the next two
decades—in the comfort, safety, and economy
of the jet you and I ride—will be remembered
in aviation history.

To find out just what aviation advances
the B-1 has generated, I went to southern
California. I talked to designers and en-
gineers at the Rockwell International plant
in El Segundo; I went to Palmdale, where the
B-1 is pieced together and to Edwards Air
Force Base, where it's being flown. I talked
to pilots, to avionics experts, and to aero-
dynamicists. I poked around & B-1, had free
access to its cockpit—and I saw the future.

Since 1970, when Rockwell won the B-1
contract [PS, Nov. 1970], more than $2.8
billion has been spent on the program.

Even if the project is shelved, our tax dol-
lars have already bought important tech-
nological advances:

An aerial shock-absorber system that takes
the “twanging and bobbing” out of filght
turbulence.

A new external design that blends part of
the wings with the fuslage to form & single
structure.

Avionics improvements that eliminate the
need for standard flight Instruments.

Turbofan jet engines that may be the best
subsonic power plants made—but still have
the power to ram the B-1 to Mach 2.2,

Maintenance innovations ranging from al-
most-instant engine replacement to a system
that tells mechanics what components to
fix.

An electrical system so advanced (it elim-
inated 29,000 individual wires) that it almost
didn't get into the airplane.

Pioneering construction techniques, in-
cluding diffusion bonding already adapted
for the Space Shuttle, that reduce assembly-
line time to near-record lows.

Although the B-1 is & military machine,
each of these advances has civilian applica-
tions. Some can be modified and retrofitted
to the jets we're riding today. Others will be
designed into the next generation of air-
craft,

Unlike the B-52 it may replace, the B-1
can make supersonic dashes at 50,000 feet.
It’s really two alrplanes in one: a subsonic
heavy transport that can fly 5000-plus miles
from here to there without refueling, and an
SSST that streaks along at more than 1400
mph. The aviation advances I've mentioned
brought the two craft together and made
them one.

“This airplane’s main mission is to pene-
trate defenses at low altitude,” explained
John Wykes, lead engineer for dynamics.

To B-1 crews, low altitude means 200 feet
above the ground, Every heat ripple, every
deflected wind gust, batters the alrplane, For
the people inside, it could be downright mis-
erable.

But it isn’t.

The solution was a palr of small vanes or
winglets, mounted on the B-1 nose under
the cockpit. When switched on, the hydrauli-
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cally actuated vanes automatically twist and
swivel in response to accelerometer signals.
These are routed through an electronlc con-
troller. Rockwell calls the setup the Struc-
tural Mode Control System (SMCS).

“Like the shock absorbers on your car,”
Wykes sald, “the vanes damp out vibrations.
When flying low, you've got turbulence in two
directions, up and down, and side to side.
The whole aircraft structure can start twang-
ing and bobbing. The vanes swivel toward
each other to absorb the bobbing, and work
opposed to damp out the twanging.”

Since they fiip through an arc of plus or
minus 20 degrees, at speeds up to 200 de-
grees per second, the vanes can be in and
out of synchronization faster than the eye
can follow. And they're not just for low atti-
tudes—they work equally well up high, tak-
ing the sting out of clear-air turbulence or
rough weather.

“The pllots had never seen anything like
them before, and there was some antago-
nism,” Wykes added. But, that soon disap-
peared.

Reported Rockwell chief test pllot Charlie
Bock, at the controls on an early flight:
“The ride was very uncomfortable until the
SMCS was turned on."

With the aerial shock absorbers drawing
rave reviews, the Air Force told Rockwell to
patent the system. It's available now to any
other big plane builder.

“It's better to design it into the alrcraft
from the start, but a system like this could
be retrofit onto commercial jets today,"”
Wykes said. “All you'd need is to add vanes
in the back to spread the effects through the
passenger compartment.”

NO MORE FLYING CIGARS?

Another B-1 Innovation: the “blended

wing body." Most big Jets look like cigars.
But the B-1's body flares out in a smooth
curve, then sweeps back. The curves flow
from top to bottom and from front to back.

Much of the wing is actually fuselage. Only
the part that moves—the B-1 is a swing-
wing craft—is separate.

“Integrating the wings with the fuselage
gave us some real advantages,” Len Rose, as-
sistant director for B-1 research and engl-
neering, told me. “The old way was to save
weight by making a wing thicker. But with
the blended wing, we got a thin wing, lighter
weight, and & longer chord [distance be-
tween leading and tralling edges of the
wing]." They also got extra volume in a
smaller body, volume used for fuel avionics
and other equipment; structural weight re-
duction of more than five percent; no in-
crease in subsonic or supersonic drag; and a
decrease in transonic drag. Rose thinks the
added volume, increased flight efficiency, and
easler manufacturing of & blended-wing
body should make the design attractive for
commercial transports. “But,” he noted,
“there's one potential trouble spot for pas-
senger designs: It's hard to see out over the
blended wing."

Visibllity is no problem for the B-1 flight
crew. Sitting in the commander's position is
like being inside an aquarium. The wind-
shields are mammoth; there are overhead
windows to give a view straight up (useful
during refueling); and the nose drops away
so0 steeply that all you see out front is alr.
But the avionics in the instrument panel, not
the airy feeling, are the most visible innova-
tions. First, you notice what's missing from
the central control panel: air-speed Indica-
tor, gyro horizon and compass; radio naviga-
tion instruments; and the instrument land-
ing system (ILS), glide slope, and marker
beacons that are key to landing in poor
visibility.

What's left? Just an eight-inch TV screen
that takes over for all those instruments,
does their job better, and has capacity left
over for other inflight assignments. It's called
VSD, for Vertical Situation Display.

Nobody knows that little screen better
than Charlle Bock. A slim, graying, soft-talk-
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ing aviator, Bock's position as chief test pilot
has given him more flylng hours (200-plus)
in the B-1 than anyone. He's logged most of
them while watching that tube.

“The VSD literally has an Infinite data
capability,” he sald. "We have to guard
against putting too much oa there and clut-
tering it up.”

In a typlcal in-fiight configuration, the
screen Is bisected by a line representing the
horizon. There's a steering cross that is the
aiming point, and a pair of horizontal
“wings” that are the airplane. Just touch the
stick (that's right, the B-1 has a stick in-
stead of a steering yoke) to keep the little
wings centered on the steering cross, and
you're on course.

The electronics behind that simple ex-
planation is considerably more complicated.
The steering cross gets its orders from the
flight-director computer, which may be re-
celving constant input from ground-based
navigation radios, or from the on-board
inertial system, or from radar transponders,
or altimeters—or any combination of these.
For instance, in one mods, the steering cross
gets radar inputs on the location of a re-
fueling tanker. By fiying the wings toward
the cross, the B-1 pulls right up to the
tanker, even in low visibility.

In other modes, everything the pilot needs
to fly an instrument approach is on the
screen. The glide slope is a rectangular box;
keep the wings in the box, and youre home
free,

That’s not all.

All the standard Iinformation—altitude,
airspeed heading, angle of attack, and
more—can appear on the screen in digital
format. Then come  other options—such as
a flight-path-angle bar that sits on the horl-
zon when the alrcraft is level, and a TV-like
view of the world outside.

ELECTRONS DON'T GET TIRED

All of it can be hooked up to the compu-
terized autopilot, programmed in advance,
and flown virtually hands-off. The pillot Is
needed only for takeofl and the last 100 feet
before landing.

We can set in a route from here to Reno to
Salt Lake to Fort Worth and back and do it
all automatically at 200 feet off the ground,”
Bock told me. “Over the long run, the auto-
system performs better than the pillot. I get
tired, and the electrons don't.”

{As good as it is, the VBD still has an aura
of black magic about it, and nobody—not
even Charlle Bock—trusts it completely. So
six inches to the right is a little cluster of
familiar dials: altimeter, gyro horizon, and
rate of climb. Bock doesn’t use them, he says,
but “it's nice to know they're there—just
in case.””)

Two more Instrument innovations may
become commercial aviation standards.

“We use standard computer-driven ver-
tical tapes for all engine instruments,” sald
flight test engineer Dick Abrams. He pointed
to one of them—a rectangular case dlsplay-
ing a calibrated tape.

*That's something the FAA has been push-
ing for," he revealed. "It shows the percent
of power being developed in each engine.
For all intents and purposes, you're reading
thrust. When you know that, you have the
most important fact about your engines."

The second instrument is a center-of-
gravity control and readout “Just select
the center of gravity you want, and the sys-
tem automsatically pumps fuel around the
alrplane to keep you there,” Abrams said. He
explained that fuel lines connect fuel tanks
in the wings, fuselage, and tafl, so fuel can
serve double duty as & stabllizing agent.

That system has commercial implications.
By keeping the aircraft in the most eficlent
flight attitude, i1t makes flying a little easler
for crews, & little more comfortable for pas-
sengers, and a little more economiecal for
airlines.

Now we come to that TV image of the out-
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side world that can be called up on the VSD
screen., It's the output from & Forward-
Looking Infrared (FLIR) system bullt by
Hughes Alrcraft Co. The FLIR reads heat
emissions and displays them as & reverse
TV picture. When the pilot calls up the
FLIR image on his VSD screen, with fiight
data superimposed, he has a uniquely com-
plete picture of what is happening.

“Nighttime sensitivity on FLIR is as good
as daylight sensitivity for the human eye,"
sald Charlotte Zelon, lead engineer In the
defense avionics group.

Bock and other pllots have used FLIR to
help them taxi the B-1 in low visibllity, to
watch their refueling tanker, and even to
assist in making an instrument approach.

“For a general aviation system, you could
bulld this & quarter the size and at a frac-
tion the cost,” Zelon sald. “It's an ald to
low-level night flying and landing. That's
good for anybody who flies."

Just how good is FLIR? That's classified,
Zelon said. But she did show me one dra-
matic avplication: “It's excellent for de-
tecting fires, even at very long ranges,” she
noted, pulling out a set of Polaroid prints
made from a FLIR unit on the roof of
Hughes Alircraft’s Culver City plant. The
first, a conventional photo, showed gray
haze, a nice view of nothing. The rest were
startling.

“That's the 1974 Topanga Canyon fire,"
Zelon said. “You're locking right through
heavy smoke 15 miles away.”

The fire, Invisible without FLIR, was clear-
1y outlined. Ridge lines and other terrain
features showed up. Hot spots glowed bright-
1y. What’s a little ground fog during landing
when FLIR can cut through smoke like that?

AN ECOLOGIST'S DREAM ENGINE

Environmentalists won't have to worry
about smoke from the B-1 engines. Devel-
oped by General Electric, the F101 turbofan
is clean, quiet, and efficient. It's smokeless. It
already meets every known pollution stand-
ard for aircraft and automoblles.

Most of the engine data is classified. Those
who know speak only in generalities. Thrust?
In the 30,000-pound range. Fuel consump-
tlon? No specific numbers, but at subsonic
speeds, It's 99.5 percent fuel efficlent and
when flylng subsonically it uses 25 percent
less fuel than B-52's. How did they get such
an engine? The detalls are secret.

“But the B-1 engine core (which is not
classified) could be the new power plant
for the next generation of medium-haul
transoorts,” Tom Stafford, commander of
the Flight Test Center at Edwards AFB, told
me.
The engines are designed for easy starting
and easy maintenance. In one test, an Air
Force maintenance crew pulled a dummy
engine and replaced it with a new one in just
22 minutes. And the engines aren't the B-1's
only maintenance advance.

A built-in Central Integrated Test System
(CITS) is yet another system that big-plane
designers are certain to want for future
transports.

CITS has a threefold function: It gives the
crew immediate warnings on degraded per-
formance; printouts on actual performance;
and repair instructions to ground crews.

“Airlines today record Information in fiight
and rely on ground processing to isolate trou-
ble,” sald engineer Pete Kubischta, "“They're
going to have to go to In-filght processing.”

That's what CITS does. It electronically
scans every important E-1 subsystem several
times each second, bringing in more than
3000 separate signals (but using just 800
wire pairs) to detect and isolate performance
problems. By selecting additional readings,
up to 9000 individual parameters can be
monitored. A small display unit lights up to
identify which system—engine-fuel, electri-
cal, or other—is out of tolerance. Then an
alphanumeric display gets more specific: “low
alr pressure,” “unit hot,” or whatever Is
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wrong. And, it can be instructed to give a
continuous readout of the actual figures (air
pressure, temperature, etc.), thus showing
exactly how serlous the problem is.

Far Instance, in one test flight, payload-
bay temperatures jumped. That usually re-
quires an immediate landing. Instead, the
crew members used CITS to watch the tem-
peratures while they shifted to a manual
cooling mode. The temperatures dropped, and
the flight continued another four hours.

COMPUTER-ASSIGNED REPAIRS

“CITS gives the flight crew about 200 times
more information than a DC-10 crew gets,"
sald Herb McCoy, lead engineer on the sys-
tem. “It's good for flight safety and also for
maintenance. The ground crew uses it as
much as the fight crew.”"

The difference between CITS and an old-
fashioned monitoring or maintenance system
is the difference between raw data and actual
information, McCoy pointed out

“The gas gauge on your car doesn't tell
how far you can drive,” he said. “So that's
just data. With CITS, we get information:
‘Change box number so-and-so.” The me-
chanic doesn't care what went wrong. All he
needs is the information on what to do—and
that's what CITS provides.”

To keep permanent records, the system
notes failures and summarizes all data from
other systems on magnetic tape. It also
prints out failure data—for use by mechan-
ics—on paper tape.

CITS is fully controlled by a small on-
board computer. Rockwell designers are look-
ing ahead to next-generation improvements
with even smaller units using microproces-
sors. Yet, the present version already is ahead
of anything now flylng. Through CITS, data
recorded during flights or ground tests can
be sent—directly or by telephone lines—to
even bigger ground computers for extensive
checkouts.

“You could fly that alrplane into a wheat
field and still run the full set of tests,” Mc~
Coy sald. “If you can reach a phone, you can
feed all the data back to home base.”

For commercial airlines, such a capability
could significantly increase flying time by
eliminating unscheduled runs to a mainte-
nance base, or long hours of trial-and-error
debugging at poorly equlpped airports

But even CITS needs help. It gets 1t from
that new electrical system that's known as
EMUX, for electrical multiplexing—using
eolid-state electronics and time-sharing tech-
niques to run multiple instruments and sys-
tems over a single pair of wires,

How does it work? To oversimplify, an in-
strument or system gets a fresh input from
EMUZX every 30 to 40 milliseconds. The rest
of the time it's technically on, but idling.
And during that miniscule idling time.
EMUX {s feeding power to other devices on
the same circult.

It happens so fast—30 times a second—
that the human eye sees only systems that
apparently are getting power full-tlme. On
the first four B-1's, 20 subsystems, including
lighting, landing gear, all avionics, engine
thrust, and all engine instruments and wing-
sweep, are on EMUX. And the system, bullt
for Rockwell by the Harris Corp., 1s still be-
ing improved.

In addition, many clrcult breakers and
switches (which are not a part of the
EMUX system) are being replaced by solid-
state controllers—small electronic cards—in-
stead of electromechanical devices. That will
reduce the B-1's weight by another 100
pounds.

“You won't see this system on s com-
mercial fet for a while,” EMUX manager Ray
Froman told me. “Commercial designers are
conservative. But it's such a welght-saver
that it has to come. It means more seat-
miles, more cargo caoaclty.”

That's what EMUX did for the B-1. After
the electronics experts won heated debates
and got the go-ahead to design it into the air-
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craft, 1t not only saved welght—about 1200
pounds, the equivalent of 57 miles of wire—
but also cut several thousand hours off the
manufacturing process by reducing electrical
installation time.

Inquiries about the system are starting to
come in now. Rockwell's own business-jet
designers are looking at electrical multiplex-
ing, and some EMUX techniques have been
adapted to the Space Shuttle.

The Shuttle also benefited from diffusion
bonding developed for the B-1. In that proc-
ess, titanium or its alloys are heated in a
vacuum, Under high pressure from a press,
two pleces of metal diffuse into each other
to become a single shaped component. Struc-
tural elements that once required welding or
extensive milling, such as the B-1's fuselage
frames and support beams, now are formed
by diffusion bonding. The components are
stronger and less expensive., With the proce-
dure proved In practice, Shuttle designers
readlly adapted it for the Orbiter thrust
structure.

More of the B-1 technology story will be
told In years to come. But the message to-
day is plain: Whatever the B-1's fate as an
operational bomber, the research and devel-
opment that went into it produced a glant
leap ahead in technology—one that will pro-
foundly affect all future alrcraft, and have
a lot of down-to-earth applications as well.

ETHICS COMMITTEE NOTICE: ALL
SENATORS, OFFICERS, 1976 SEN-
ATE CANDIDATES, AND SOME
STAFF MUST FILE FINANCIAL DIS-
CLOSURE STATEMENTS ON OR
BEFORE MAY 14, 1977

Mr. STEVENSON. Mr. President, I and
Senator Scamritt on behalf of the Select
Committee on Ethies, give this additional
notice to Senators, officers, candidates
for the Senate in 1876, and Senate staff
that two financial disclosure statements
must be filed on or before May 15, next.

Old rule 44 of the Standing Rules of
the Senate remains in effect until next
year under the provisions of Senate Res-
olution 110, the official conduct amend-
ments agreed to by the Senate on April 1.
New rule 42—Public final disclosure will
overlap the requirements of old rule 44
for the last quarter of 1977, and reports
will be filed under both rules in May 1978.

Old Senate rule 44 requires each Sen-
ator who served for 90 days or more in
1976, candidate for Senator in 1976, offi-
cer of the Senate for 90 days or more in
1976, and employee whose salary was
paid by the Senate at a rate in excess of
$15,000 a year at any time during 1976
and who was employed for 90 days or
more by the Senate, to file two finanecial
statements on or before May 14, 1977.
The first statement, a “Confidential
Statement of Financial Interests,” must
be sent or delivered to the Comntroller
General. The second statement, a “State-
ment of Contributions and Honorar-
fums,” must be submitted to the Secre-
tary of the Senate. The Secretary has ad-
vised the committee that the Office of
Public Records, 119 D Street NE., room
A-623, Washington, D.C. 20510, will be
open Saturday, May 14, 9 a.m. to 12 noon
to receive the reports.

Forms which should be used in making
these reports may be ordered from the
Ethies Committee by telephone, exten-
sion 4-2981, or may be picked up in the
committee office, 1417 Dirksen. Commit-
tee staff will provide assistance.

April 26, 1977

LAND USE PLANNING IN SOUTHEAST
ALASKA

Mr. STEVENS. Mr. President, I have
recently been contacted by the South
Tongass Land Review Committee in re-
gard to their activities relating to the
land use planning in Southeast Alaska.
The South Tongass Land Review Com-
mittee is a group of Alaskans who have
organized themselves in order to have a
more unified voice about future develop-
ments in their part of our State. As we
all know, the decisions that will be made
during the 95th Congress about Alaskan
lands are of great importance to the
citizens of Alaska and to the Nation.

At the request of the South Tongass
Land Review Committee, I am today sub-
mitting two letters to the Recorp. The
Land Review Committee requested that
the information in the letters be distrib-
uted to all my colleagues for their re-
view. One letter is the committee’s letter
to me which outlines their recent activi-
ties, The other letter is from the U.S.
Forest Service in Alaska to the South
Tongass Land Review Committee which
outlines the Forest Service’s past and
current activities relating to land use
planning in southeast Alaska.

I ask unanimous consent that these
letters be printed in the REcorbp.

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

SouTH ToNGAsSS LAND
REVIEW COMMITTEE,
Ketchikan, Alaska, March 3, 1977.
Senator TED STEVENS,
U.S. Senate,
Washington, D.C.

DEAR TED:

We have initiated efforts to determine a
Eetchikan-South Tongass consensus con-
cerning Wilderness withdrawals. Our first
step was to hold a public meeting hosted by
ourselves and the Central Labor Council.
There was a capacity crowd in attendance.
The U.S. Forest Service and South Tongass
Conservation Soclety were requested to make
presentations. TCS's input was the Alaska
coalition position.

The Forest Service backgrounded and de-
scribed current efforts of their department.
Attached Is an excellent letter from the For-
est Service which outlines these efforts. We
ask that it be submitted to all members of
Congress for their perusal,

Following this meeting STLRC's executive
commlittee unanimously agreed that the
establishment of “instant Wilderness areas"”
as proposed by the Alaska Coalition, without
proper study and resource inventory, would
serlously jeopardize Southeast Alaska's eco-
nomic well-being and deprive the nation of
important present and future natural
resources.

At the meeting we again publicly invited
the Tongess Conservation Soclety to join with
our group (which represents nineteen orga-
nizations and thousands of individuals in the
community) in order to reach a community
consensus. They refused, saying the differ-
ences between the community and their spe-
clal Interest desires were “irreconclable"”. We
are disappointed that they are so arbitrary
and will not join with their fellow Alaskans
in attempting to come to a constructive solu-
tion. Incidentally, we understand that TCS
has a membership of less than two dozen.

Our pesition at this time is to urge you
and your colleagues to 1. Ellminate Southeast
Alaska Wilderness proporals from the D-Z
land issue, 2. Appropriate monies to the U.S.
Forest Service so this department can begin
a study and inventory of Southeast Alaska
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lands set aside for Wilderness study in 1873
(totalling 12.3 milllon acres—see page 6 of
Mr, Wavson's letter) and 3, Define “Wilder-
ness”. Is it an area “untrampled by man?"
(as defined in the 1864 Wilderness Act) or
simply a recreational area allowing most any
use (motorized access, mining cabins, fish-
ing, hunting) except the harvesting of tim-
ber as proposed by the Alaska coalltion?
Sincerely,
Dick BoRCH,
Co-Chairman.
Boe PICKRELL,
Co-Chairman.
FOREST SERVICE,
Tongass National Forest,
Ketchikan, Alaska,
RoserT W. PICKRELL,
Co-chairman, South Tongass Land Review
Committee, Ketchikan, Alaska

Dear Bos: I respond to your request for a
written statement to the South Tongass Land
Review Committee on what the Forest Serv-
ice has done to date and how they have gone
about selecting wilderness on the Tongass
National Forest; why are we repeating a pub-
lic involvement process that we seemingly
have already done; what further plans we
have; what the effect the varlous wilderness
proposals would have on the economic well-
being of Southeast Alaska, particularly the
Ketchikan Area; and finally, a statement to
show the rationale of the Forest Bervice
approach to Wilderness Selection through &
Forestwide Land Management FPlan.

The initial systematic approach to Wilder-
ness Selection was done by the Forest Service
as displayed in the October 1573 Final En-
vironmental State for selection of new wilder-
ness study areas within roadless and unde-
veloped areas of the Natlonsl Forests (see
enclosed environmental statement excerpt).
Through this process, 274 new study areas
totaling about 12.3 milllon acres were se-

lected. As stated on page 4 of this environ-
mental statement, this was not the end of

it. The remainder of the National Forest
roadless and undeveloped areas are to be
studlied through the land use planning proc-
ess to determine their suitabllity for wilder-
ness. In this initial review, commonly called
the “RARE" study on roadless area review
evaluations, five new study areas totaling
about 1,868,000 acres were selected from the
Tongass National Forest. Since then, one ad-
ditional 40,000 acre area has been selected
through our land use planning process. We
currently have a Forestwide land manage-
ment plan in progress which when completed
will bring the total wilderness study areas
on the Tongass to between 2,300,000 and
8,500,000 acres as targeted In our Resource
Allocation Direction for the Tongass National
Forest Draft Environmental Impact State-
ment scheduled to be released next month.
In addition, this document also calls for be-
tween 3.1 and 3.4 milllon acres of back coun-
try recreations areas that would be reserved
from timber harvest and roading. I'll be say-
ing more about our current land management
planning effort later on in this letter.

As you may recall, in 1870, the Forest
Service announced through the news medla,
& commitment to a land use planning effort
for the then South Tongass National Forest
that would be strongly oriented to public
involvement. Even though we were poorly
staffed and were new at this approach, we
made a strong effort to Involve the public.
Twenty-six meetings were held in the Ketch-
ikan Area alone, and we (the South Tongass
National Forest) would have had our plan
completed by 1972, but it was decided that
the plan should be for the entire Tongass
Natlonal Forest. The Forest Service was also
in the process of reorganization of the Ton-
gass into three administrative units instead
of two. As a result, it was not until January,
1975 that we released a draft EIS on the Ton-
gass Land Use Plan. This plan was nearly five
years in the making and represented a good
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overview of the Tongass land and resource
capabilities and wants and needs of its
people. Some 58 public meetings were held
and innumerable individual contacts were
made (see attached summary of the publle
involvement). As you can surmise from this
summary, public response was overwhelm-
ingly in opposition to "Legal Wilderness"
under the Forest Service management con-
cept often referred to as the “purest philos=
ophy”. Having been the pioneer in wilderness
establishment and management 1in the
United States, the Forest Service is proud of
its long record of achievement in this area
and belleves that Congress clearly intended
under the Wilderness Act of 1064 that wilder-
ness be managed to retaln its wilderness
character (see attached copy of the Wilder~
ness Act of 1964). This is why we have per-
sistently opposed motorized access into
wilderness. However, we are also making every
effort to be responsive to the public and the
public, particularly the Alaska public, has
clearly shown that It does not want wilder-
ness In Southeast Alaska if motorized access
is prohibited. Consequently, the Forest Serv-
ice In Region 10 has modified its stand on
this issue to consider motorized access in
wilderness areas on & case by case basls,
Such decisions will be made through the land
management planning process which will be
strongly linked to public involvement.

You ask the question, “Why are we seem-
ingly doing this planning and public involve~
ment over again?" We do not see this as a
repeat performance, but rather a continuing
effort that will be repeated every 10-15 years
as required by the Resources Planning Act
of 1074 and the Natlonal Forest Management
Act of 1976. In one sense there's really no
end to it as the nation's needs, technologlcal
capablilities, people wants, and desires
change. We do not envision any of our plan
being “chipped in granite” to be completed
once and for all. Land management planning
is a dynamic process and to be effective, must
be as flexible as possible, yet with firm
enough commitments to maintain credibility
with the public. The reason the initial Ton-
gass Land Use Plan was not well recelved
was because it was so flexible that many
Southeast Alaska public did did not accept
it. It lacked firm enough commitments to
assure people that varlous actions would be
taken to resolve key imsues.

We learned a lot from this planning effort,
however, and 1t became the framework from
which we bullt the Southeast Alaska Area
Guide, which will be released to the public
about the middle of March.

I am glad you asked us to show the ra-
tionale for selection of additional wilderness
study areas through our land management
plan for the Tongass National Forest rather
than through Congressional legislation prior
to completing the plan. You also ask about
the economic consequences of the SEACC
proposals and the recent bill submitted to
the Congress by Congressman Udall which
would establish five new wilderness areas on
the Tongass. You were especlally interested
in their effect on the Ketchikan Area. Since
these two questions are so closely tied, we be-
lieve they should be answered together.

To begin with, wilderness is just one of
the issues to be resolved In the Tongass Land
Management FPlan. Equally important issues
include community and human well-belng,
fish and wildlife protection, and transporta-
tion for Southeast Alaska. Our planning is
well underway and making good progress in
resolution of these I1ssues. Within these major
issues are many other related issues. I could
name an almost endless list of things such as
clearcutting of timber along or near lakes,
streams, saltwater shorelines; varlous soll
protection requirements, water use and pro-
tection, land occupancy, minerals, timber
harvesting systems, economics, ete.

Southeast Alaska, as you well know, heavily
depends on the timber Industry for employ-
ment (see “Human and Community Develop-
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ment"” and "“Timber" of the Southeast Alaska
Guide) . During preparation of the Gulde, our
planning team complled an estimate of the
timber supply on the Tongass National For=
est which shows the following (estimates in
scale volume) annusal yleld:

Million board feet per year

Total volume of commercial timber__.
Estimated State and national land

BOCHIONE e e
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Standard and speclal...... et T B53
Present harvest level..... AT e - b4as

The unregulated timber is on slopes that
are physically and/or environmentally not
wise to harvest and are thus taken out of
the annual programmed harvest. The State
and Natlve Belection would also come out.
This leaves us & net annual yleld of 985
MMBF of standard, special, and marginal
timber.

However, the Tongass Planning Team estl-
mates that the maximum potential yield
would only be about 820 MMBF due to vari-
ous multiple use reductions such as existing
wilderness study areas, other existing classifi-
catlons, and reductions due to other resource
protection. Please recognize that these are
estimates and could be off somewhat.

At the current harvest level (546 MMBF/
year) there are about 5,624 jobs In Scutheast
Alaska that directly or indirectly depend
upon the timber harvest from the Tongass
National Forest, 10.3 jobs/1 MMBEF.

Now going back to the estimated maximum
potential yield of 820 MMBF per year, I think
it would be safe to say that the potential
yleld before new wilderness areas are taken
out could be considerably less than 820
MMEF/year due to more stringent resource
protection measures, particularly fish stream
protection. The Forest Service proposed alter-
native In the Resource Allocation Direction
For the Tongass Draft EIS calls for a poten-
tial yield of about 600 MMBF after wilderness
and backcountry reductions which we estl-
mate to be about 3 milllon acres of wilder-
ness and 3 million acres of backcountry,

The crucial question which can't be an-
swered at this time and paramount to eval-
uating the Udall or SEACC proposal is how
much reduction in the timber supply will
there be due to other reductions besides wild-
erness and what are the total benefits or
outputs of other resources? If these reduc-
tlons necessary to meet other resource needs
result in a potential yleld of much below
820 MMBEF, then the wilderness withdrawals
as proposed by SEACC and Congressman
Udall could cause & significant reduction in
timber related jobs In BSoutheast Alaska.
While the Forest Service proposes almost as
much wild lands as SEACC, we believe that
with a total land management planning job,
both the economy, soclal and environmental
goals for the Tongass as outlined in the
Guide can be met. We can do this by coordi-
nating our planning to best reflect land and
resource capabllities and wants and needs
of the people. Until our land management
plan for the Tongass National Forest Is com-~
pleted, we cannot fully evaluate the varlous
wilderness proposals. This is why we would
prefer new wilderness not be selected through
Congressional action at this time. The con-
sequences of the various proposals simply
cannot be evaluated until the Tongass Flan
is complete, or at least to the alternative
evaluation stage.

We can estimate the impact of the SEACC
and Udall proposals by making the following
projections based upon the assumption that
these areas would not be classified but would
be roaded and timber harvested, Based upon
our best judgment, we are also assuming that
90 percent of the standard timber could be
harvested, 67 percent of the special, and 50
percent of the marginal. With these assump-
tlons, the Tongass National Forest program
timber harvest and loss of timber related

1,232

133
126
132
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Jobs from these areas are estlmated as fol-
lows:

Program
harvest
yield *
(MMBF/
yr.)

Standard

& spec.}

Pro- (MMBF/
posa yr.)

Marginal ?
(MMBF/

¥T.) Jobs ?

299
180

3,080

8,423
1,854

3,916

SEACC .... 25,287

15,902

1 Figures have been adjusted to reflect amount of tim-
ber taken out in established Forest Service wilderness
study areas that overlap SEACC or Udall proposals.

From this table 1t's simple to project what
the impacts would be using the above as-
sumptions but predicting the total effect is
not possible until the land management
plan is complete. If we assume the 820
MMBF/year potential yleld as the top line,
establishment of all the SEACC areas or sim-
ilar land with an equivalent amount of tim-
ber as wilderness, would reduce the current
program harvest on the Tongass National
Forest 25 MMBF/year. This could be replaced
by anticlpated harvest on the Natlve Lands
but we cannot quantify this at this time be-
cause we do not know what their harvest
level or rate will be. They have glven every
indication that they intend to harvest lots
of timber and could easily provide a sus-
talned yleld in excess of 50 MMBF/year. It
can be sald with certalnty that should the
SEACC or Udall areas become wilderness, the
potential growth of the timber industry
from Tongass National Forest timber would
be reduced by the respective amounts shown
in the above table assuming the assump-
tions are correct.

Focusing in on the Ketchikan Area itself,
we can make these projections. Here agaln
we are assuming the same assumptions as
stated above, but this time itemizing only
the proposed wilderness withdrawals within
the Eetchikan Area administrative unit,
formerly known as the “South Tongass":

Pro-
e
(MMBF/
yr.)

Standard
& special  Margina!
Pro- (MMBF / (MMBF/

posal yr.) yr.) Jobs

58.5
31.6

602
325

SEACC ... 10,666 2.60

2
Udall ............ 3,721 015

The Eetchlkan Area programmed harvest
has been estimated to be 270 MMBF/year
after State and native selectlons. All of the
timber shown in the above chart is in the
Eetchikan Area programmed harvest. Should
the SEACC areas all become wilderness, the
Ketchikan Ares programmed harvest would
be reduced from 270 to 211 MMBF/year and
602 timber related jobs would be affected.
Bhould the Udall area become wilderness, the
programmed harvest would be reduced to
238 MMBF and 325 timber related jobs would
be affected. The major impact would be on
woods® workers who would have to move
from the Ketchikan Area to the Sitka or
Juneau area. The above analysis has been
an oversimplification of & complex problem
that, as I have repeated many times through
this letter, cannot be accurately assessed
until the Tongass Land Management Plan 1is
much further along than it is today,

I have deliberately dwelled at length on
the timber supply as related to wilderness
and jobs because it is the one resource that
we can quantify and predict consequences of
various proposals. I belleve that minerals
should also be mentioned as a factor to con-
slder. Southeast Alaska is heavily mineralized
and known likely developable deposits
should be identified prior to completion of
the Tongass Land Management Plan.
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The US. Borax discovery is in one of the
Udall proposed withdrawals. Designation as
wilderness could eliminate 500 potential jobs
plus the support jobs.

A mineral survey is required on all wil-
derness study areas before they can legally
become wilderness based on the current law.
This is part of the reason no new wilderness
areas have been established on the Tongass.
Only one area (Cranite Fiords) has had a
mineral survey. The report is still in prepara-
tlon and we have yet to receive it, even
though field work has been completed for
over two years now. The other reason we
have not progressed in getting wilderness
established on our current study areas Is
because we have not received flnancing to
do the required studies. We have asked for
money to study Granite Fiords for the last
three fiscal years, but have not received any
funds as yet to do the study.

While it may sound like it, I have not
meant for this letter to be an antl-wilderness
dissertation. There are many invaluable
benefits to be derived from wilderness, such
as watershed, fishery, wildlife, and many
recreation opportunities not to mention
sclentific aspects. With each passing year,
particularly in Southeast Alaska, the natlon's
potentlal wilderness supply continues to
shrink. That is why the RPA program has
called for a moderate Increase In wilderness
and why the Resource Allocation Direction
for the Tongass National Forest Draft EIS
calls for an increase of wilderness study
areas from a current 12 percent to about 20
percent.

Thank you for inviting me to comment at
such length. I look forward to the next two
years because this is when we will have drawn
the lines on the map with the initial land
allocations for the Tongass. The Forest
Service appreciates your interest and hope
that you will actively particlpate through-
out this major and far-reaching planning
effort.

Sincerely,
J. 8. WaATsON,
Forest Supervisor.

HANDICAPPED DEMAND STRONG
504 REGULATIONS

Mr. HUMPHREY. Mr. President,
passage of the Rehabilitation Act of 1973
was a landmark event for the handi-
capped. Section 504 of that bill prohibits
discrimination against the disabled in
federally funded programs.

I was proud to participate in this leg-
islative achievement, in this statement
of our Nation’s faith in equality of op-
portunity.

All of us who voted for this bill un-
derstood that it was a sweeping and
even a revolutionary commitment. Often,
it may be difficult and inconvenient to
comply. But it is a commitment.

For several years now, the Depart-
ment of Health, Education, and Welfare
writing the regulations to implement this
has been struggling with the task of
writing the regulations to implement
this section. There are some of us who
doubted at times the vigor of its
struggle.

The Rehabilitation Act of 1973 is the
civil rights declaration of the handi-
capped. It was greeted with great hope
and satisfaction by Americans who have
had the distress of physical or mental
handicaps compounded by thoughtless
or callous discrimination. These Ameri-
cans have identified 504 with access to
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vital public services, such as education,
health care, and transportation; they
consider it their charter for fair employ-
ment in jobs for which they qualify. In
short, it is a key to, and a symbol of,
their entry as full participants in the
mainstream of national life.

Unfortunately, as the weeks and
months and years pass, the patience and
anticipation of the handicapped have
turned to disappointment and disillu-
sion. They have also turned to militant
determination, as our new Secretary can
testify.

The embattled regulations were inher-
ited, drafted but unsigned, by Secretary
Joseph Califano. Regardless of his com-~
mitment, and he has expressed that com-
mitment vigorously, the new Secretary
could not be expected to sign regulations
until he has a thorough understanding
of their content and implications.

At the direction of Secretary Cali-
fano, one more review was undertaken
but with a clear recognition of the need
to deal promptly and judiciously with
an overdue commitment.

Many of my handicapped constituents
are contacting me in some anxiety. I try
to reassure them. I am personally confi-
dent that our new Secrefary will issue
the long-awaited implementing regula-
tions for section 504 as soon as he possi-
bly can.

It may be that some of the regulations
will prove cumbersome. It may be that
some will require later revision. But let
us begin with optimism. I believe that we
can summon the resources, the confi-
dence and the determination to achieve
our objectives.

The 504 regulations are the culmina-
tion of the labor of a competent and ded-
icated staff guided by exhaustive public
consultation. The purpose of the regula-
tions is not nor should it be to anticipate
every problem that will arise. The regu-
lations must reflect in a clear and un-
compromising manner their objective: to
secure and assure equal rights for the
handicapped.

Mr. President, this statement has no
other purpose but to reiterate my strong
support for the wisdom of Congress in
passing this law, my admiration for the
handicapped who have spoken up for
their rights in the finest American tradi-
tion, and my encouragement to our new
Secretary of Health, Education, and
Welfare, who will have the responsibility
of enforeing a law that can help make
the 1970s a historic era in this country’s
continuing march toward human free-
dom and dignity.

SOVIET STRATEGIC CAPABILITIES
AND OBJECTIVES

Mr. LAXAIT. Mr. President, some
skeptics maintain that our younger gen-
eration has abdicated its leadership re-
sponsibilities. Allegedly, it has turned on,
tuned in, and dropped out. But, I have
never believed this for a minute. In my
judgment, the emerging generation of
young leaders is brighter, more articu-
late, and better prepared than any I have
previously been privileged to encounter.

What is more, I am delighted to find
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that I have a particularly impressive
young leader on my own staff. Mr. Rich-
ard Moore has prepared for my use as
lucid and inciteful an analysis of Soviet
strategic capabilities and objectives as I
have ever seen. Because this work is so
impressive, I ask unanimous consent that
it be printed in the REcorp so that I
might share it with my colleagues.
There being no objection, the analysis
was ordered to be printed in the Recorb,
as follows:
SOVIET STRATEGIC CAPABILITIES AND OBJECTIVES

Among the more crucial tasks faced by
Congress is to decide on the size and shape
of the defense budget. It is, of course, a dif-
ferent exercise than deciding on the budgets
of other Departments. The differences arise
in that Congress must determine not only
what are our objectives but also what are
the objectives of our adversaries and to what
extent, If at all, are they compatible. Fur-
thermore, some judgment must be made
about how our adversaries may use the mili-
tary to achieve their goals.

Some observers tell us that this kind of
thinking is purely reactive, that it fuels the
arms race. They advise that we must look to
other concerns. These include the desire to
divert military spending to social programs,
the prospect of cooperative International ven-
tures, the increase in global military spend-
ing, and the attitudes of the lesser powers.
However valid these concerns may be, our
first priority must be to look at the capabili-
ties and the intentions of our adversaries.

A primary source of information about
what the Soviet Union wants is obvlously
the Soviets themselves. I submit that in
listening to what they say, we will find a
commitment to expansion and aggression,
coupled with an ultimate rellance on mili-
tary solutions to political problems. In an-
swer to those observers who say we should
not react, I offer one simple proposition—if
someone tells you he Is planning to put you
out of business, then you would be advised
to listen, and perhaps, to be prepared.

What are the minimal objectives of our
own defense posture. In my view, they are:
(1) to protect our way of life; (2) to main-
tain our global position and our alliances;
(3) to permit self-determination by non-
allgned countries: and (4) to prevent the
outbreak of war, both nuclear and conven-
tional. The first question 15, are these ob-
Jectives shared by the Soviet Union? I would
suggest that if we take the clouds of detente
from our eyes, we will find that the Soviet
Union does not, with one possible exception,
share any of these objectives.

FUTURE OF CAPITALISM

With respect to the first, the words of
Leonid Brezhnev at the 25th Congress of the
Communist Party this past year are most
instructive. “Detente does not in the slight-
est way abo.ish and cannot abolish the laws
of class struggle. Capita.ism is a soclety with-
out a future.” In plain English, this means
that a primary objective of the Soviet Union,
that s, before they taste the milk and honey
of Communist society, is the destruction of
our way of life.

BALANCE OF POWER

How do the Soviets regard the balance of
power and the nations which form the re-
spective alliances? The Soviet foreign policy
journal New Times asserted but a few days
after the signing of the Helsinki Declaration
in 1976:

“It is increasingly clear that there are two
kinds of status quo which must not be con-
fused or substituted one for the other. The
territorial status quo is one thing, and the
socio-political another. The first has & bear-
ing on relations between states, the second
on relationships within each given state, be-
tween its classes, parties, and individual cit-
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izens. . . ., Neither (the general) reduction
of international tension nor the princip.e of
the Invic.ability of the territorial status quo
adopted by the Heisinki Conference can pro-
hibit any people from changing of the social
and political state of affairs within their
own country.”

High sounding words, but what do they
mean? With respect to Soviet alllances, their
actlons have crystal.ized the meaning of the
words. In the summer of 1868, the Free World
learned that the Soviets would not to.erate
any undoing of the Warsaw Pact; it was and
continues to be their definition of the status
quo. At the same time, the people of Czecho-
slovakia learned that *“changing the social
and political state of affairs within their own
country" was a task best left to Soviet tanks.

Qur a.llances and the status of the mem-
ber countries are an entirely different matter
for the Soviets. In recent years, they have
tire.essly repeated the theme of “an unprece-
dented economic and social crisis in the
Western world,” thereby creating the con-
ditions for “the build-up of a revolutionary
wave."

Evidently, a major Soviet objective is the
detachment of Western Europe from depend-
ence on the United States, and its replace-
ment by dependence on the Soviet Union.
A, 1. Sobolev, a high ranking Soviet Central
Committee specialist in world communist
affalrs, explained one means of accomplish-
ing this. “In certain countries (Italy and
France) the might of the democratic [Le.,
communist-led] forces has reached such a
level that they are already directly pushing
forward the task of winning power.”

One of our severest criticisms of the de-
tente policy should be the failure to make
the Russians agree about the rules of the
balance of power In Europe. I belleve that
they continue to abide by that time-honored
Soviet maxim, “what's mine is mine and
what's yours is negotiable.”

Of still greater concern must be the Soviet
military decisions which support their view
of the balance of power. Over the past ten
years, BSoviet conventional forces facing
NATO's Central Region alone have been in-
creased by 130,000 men while NATO conven-
tional power has remained hasically
unchanged, During the same period, the
number of Soviet tanks has jumped by 40%
while artillery strength has increased by be-
tween 50% and 100%. The danger lles in
that the imbalance of forces may invite the
Boviet Union to initlate a potentially dev-
astating invasion with only a few days
warning.

SELF-DETERMINATION

How do the Soviets view the principle of
self-determination by nonaligned countries?
Soviet President Podgorny made this abun-
dantly clear when he stressed that with re-
spect to southern Africa, “the close alllance
of the freedom-loving countries and peoples
offers opportunities to combine all forms of
struggle, involving military and political
forms."

Some Western observers have noted that
military struggle is at odds with the notion
that detente means, among other things, the
easing of tensions and the preservation of
peace. Not so says Soviet Premier Kosygin,

“If someone tries to find a contradiction
between this position of ours and the policy
peaceful coexistence, then in answer to this
we can only reaffirm that the course toward
peaceful coexistence and the relaxation of
tension would lose its meaning unless the
peace-loving forces gave a firm rebuff to the
intrigues of the aggressor and the attempts
of the imperialists and the forces forming
blocs with them, l.e. China, to prevent the
peoples from waging a struggle for national
literation and social progress.”

Essentially, the Premier tells us that the
road to peace is paved with one-sided wars.

To test the truth of this statement, we need
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only look at the prodigious flow of Soviet
arms and munitions directly, or through its
intermediarles, to such places as Angola,
Zaire, and Mozambique.

To this point the conclusion is obvious;
Soviet cbjectives are inimical to our own.
Moure importantly, Soviet words are backed
by Soviet guns. We are left, then, with the
possibility that they may share our abhor-
rence of nuclear war.

STRAGEGIC DOCTRINE

The predominant view in the U.S. is that
the threat of mnuclear holocaust renders
nuclear war “unthinkable.” The doctrine of
nuclear superiority has been similarily
designated as “unthinkable.” Instead, our
strategic doctrine is that of mutual assured
destruction. The idea is that one side will not
attack when the other can absorb a first
strike and still have surviving strategic
forces adequate to inflict destruction which
the attacker would consider intolerable. The
question is, do the Sovizts in their heart of
hearts accept the doctrine, and if not, what
do they consider to be a “tolerable’ loss?

The November 1975 issue of Communist of
the Armed Forces carried a most revealing
article. This exposition of standard Sovlet
positions on war in the nuclear age Is as
clear and concise as it 15 chilling:

“The premise of Marxism-Leninism on war
as a continuation of policy by military means
remains true In an atmosphere of funda-
mental changes in military matters. The
attempt of certain bourgeois ideologists to
prove that nuclear missile weapons lead war
outside the framework of policy and that
nuclear war moves beyond the control of
policy, ceases to be an nstrument of policy,
and dces not constitute its continuation is
theoretically incorrect and politically reac-
tionary. . . . The description of the correla-
tion between war and policy is fully valid for
the use of weapons of mass destruction.”

When we discard the rhetoric, we learn
that the use of nuclear weapons is an accept-
able extension of policy.

While it is important that we follow the
evolving Soviet interpretation of the ideology
of Marxism-Leninism, it is imperative that
we understand Eoviet strategy. I draw this
distinction because, for the Soviets, Marxism-
Leninism is a rubbery instrument which can
be reshaped to fit current needs. Soviet strat-
gy, on the other hand, while flexible in a
tactical sense, Is less ylelding in terms of
achleving its objectives. We must ask our-
selves, Is the strategy of the Soviet Union
the same as our own.

As mentioned above, our strategy has been
based on the doctrine of mutual assured
destruction, the premise being that war must
be avolded. In practice, this has meant that
we have developed and deployed weapons
systems necessary only to deter the Soviets
from launching a first strike. And, I believe,
that an examination of our military spending
during the past decade bears this out.

There are those who argue that the Soviets
have mirrored our actions out of a deep-
rooted sense of insecurity and not out of a
drive for nuclear superiority. This action-
reaction cycle, they clalm, has repeated it-
self on numerous occaslons leaving us with
the image of two superpowers aping each
other into eventual nuclear oblivion. That
argument rests on the assumption that the
Soviets also accept the doctrine of mutual
assured destruction and its underpinning
that war must be avoided.

It is the considered opinion of other lead-
ing strategic thinkers, an opinion which I
am inclined to share, that the Soviets do not
adhere to the doctrine nor do they accept
its basis. Rather, it appears that their strat-
egy is predicated on war-winning, not war
avoldance. Furthermore, I believe that ex-
amining the record of the last decade proves
the point. If this Is the case, then we face,

in the words of General George Keegan, the
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recently retired chief of Air Force intelli-
gence, “the gestation of global conflict.”

Incidentally, the Carter Administration
may also share some misgivings in this re-
gard, although no apprehension is reflected
in the proposed budget cuts. Nevertheless, it
is heartening that the Administration has
begun to reexamine the strategic assump-
tions underlying American military policy.
The National SBecurity Councll is currently
conducting a study, under the direction of
Dr. Smuel P. Huntington, of the validity of
the doctrine of mutual assured destruction
as well as other concerns. But, as benefilcal
as this exercise may prove to be, such a far-
reaching and long-term reassessment Iis
likely to have little effect on current and
short-term declslions.

While it is alarming that the Sovlets find
far ideologically and strategically acceptable,
it is absolutely heartstopping that they may
find nuclear war winnable and their losses
tolerable.

Soviet Civil Defense planners claim that
a death rate of between 5% and 8% might
be sustalned from a U.S. nucelar strike—
a casualty rate of only 7.6 to 12 million
out of an urban population of 151 million.
This low rate owes to extensive clvil de-
fense spending estimated In excess of $1 bil-
lion since 1972 in the form of shelter con-
struction, essential supplies stock piling, per-
sonnel training, equipment construction
and dispersion and extensive practical and
moral-psychological preparation of the peo-
ple. Lastly, recall that the Soviets them-
selves loudly proclalm that some 20 million
Sovlet citizens died in the "Great Patriotic
War", otherwise known as World War IT in
which the U.S. “incidentally” participated.

I am not a doomsayer, I do not think that
the Soviet Union wants nuclear holocaust,
although they may well risk it. I do belleve,
however, it is essential that we recognize the
vast differences in ends, and means to ends,

which separate us from the Sovlet Union.
Foremost among these is that the Soviets be-
lieve In and abide by the proposition that
political gains can be secured through mili-
tary advances,

I would now like to discuss In more detail

what kinds of advances the Soviets have
made and to consider these in comparison
with our defense capabilities.

SOVIET DEFENSE SPENDING

Admittedly, Western efforts to assess the
level and burden of SBoviet defense spending
are seriousiy hampered by major differences
in accounting methods, the artificial value of
the ruble, and the lack of information and
reliable data. However, CIA estlmates of So-
viet defense spending in the 1963-1973 pe-
riod put the growth rate at about 3%, com-
pared to about 1% for the United States.
Last year, the CIA concluded that defense
efforts absorb 11% to 13% of the Soviet
Union’s Gross National Product. The portion
of the U.S. product absorbed by defense
efforts has declined from 10% in 1955 to
about 55% today. A CIA study released in
early 1977 conciluded that Soviet military
expenditures in 1976 were at least one-third
higher that those of the U.S. Moreover, the
Joint Chiefs of Staff recently testified that
they now share the judgment that Soviet
programs are aimed at strategic superlority
and that if current trends continue, the Rus-
sians will soon reach their goal.

At every level, there is evidence of rapid
Soviet modernization, of qualitative im-
provement of numerlcal reinforcement,
and—vital for the future—of expansion of
military research and development. Current
estimates are that the Sovlets spend 25%
more on military research and development
than does the U.S. On the other hand, ex-
cellent intelligence informs American plan-
ners about what the Russlans have, are test-
ing, and could acquire.
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One of the more spectacular Soviet devel-
opments has been the expansion of the Navy.
The Soviet Union, historically a land power,
has bullt a fleet capable of contesting con-
trol of the sea with the US. a sea power.
The Russian submarine force is triple that
of the United States. The USSR has intro-
duced eight new submarine designs in the
past decade and are gurrently topping the
U.S. in the production of attack submarines
by 3 to 1. Soviet missile carrying submarines
can now threaten the U.S. from positions
west, of Greenland. The Soviets maintain a
large northern fleet at Murmansk includ-
ing 175 submarines, 90 of them nuclear-
powered. The Soviets have also penetrated
the Mediterranean, the Middle East, and
Africa. Jane's Fighting Ship’s reports that
the Soviet Navy's growing strength and
worldwide deployment appear designed for
offensive purposes.

With Soviet military investment growing
at a more rapid rate than that of the US,,
they are seizing the technological lead or
closing the gap in most classes of weapons.

Some recent annual production figures for
key weapons provide telling evidence:

United States Soviets
Hellcopters —-o.c-caoacaio -. bB06 1,100
Tactical aircraft - 8950
Tanks 1, 400
Artillery pieces 1, 400
Armored personnel carriers.. 1,410 3, 700
Long-range bombers i5
Nuclear-powered ballistic

missile submarines 6

Just since the SALT I (Strateglc Arms Lim-
itation Talks) agreement in 1972, technology
has brought the Soviets an assortment of
new devices. These include a range of new
missiles—the 8SS5-18, with unprecedented
explosive power, can destroy any known fixed
target; the new S5-20, llkely to be deployed
aboard a mobile launcher, may defy satellite
vertification—the new Backfire bomber, and
MIRV (Multiple Independently Targetable
Reentry Vehicle) multiple warheads. Al-
though the Soviets have overtaken the U.S.
with respect to almost every strategic weap-
on, the U.S. continues to maintain & lead in
accuracy, in warheads on target, and an
advantage in number of warheads.

Indeed, overall Sovlet gains have been dra-
matic. In terms of the strategic nuclear bal-
ance, the U.S. has gone from a monopoly in
nuclear forces in the late 1940's to a clear
superiority In the 1960’s to what is now de-
scribed as rough tactical and strategic equiv-
alence. It is against this background that
the Congress must decide on the level and
make-up of the defense budget for FY 1978.
Can we allow Soviet capabilities to continue
expanding and U.S. capabilities to retrench—
as they have over the past decade—without
inviting an imbalance and ultimately, a
crisls. The answer, must be a resounding no.
Affirmative decisions must be made on the
following weapons systems.

B-1 Bomber: The B-1 is scheduled to re-
place the B-52 which has been in service for
nearly 20 years. The B-1 would have far
greater speed than the B-52, much better
ability to eiude radar detection, and it car-
ries a bigger bomb load.

A lower cost alternative to the B-1 being
considered 1s equipping lower performance
planes (a modified Boeing 747 cargo plane
or B-52's equipped with larger engines) with
the cruise missile, (The cruise missile is a
potentially highly accurate, long-range pro-
jectile, capable of carrying either nuclear
or non-nuclear warheads. U.S. operational
commitments for the missile—whether
either sea-launched, air-launched, or both—
have not been made.) These avallable alr-
craft, loaded with the new cruise missile
could stand off from hostile borders which
the B-1 has been designed to penetrate.
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Meanwhile, the BSoviets are deploying
their new Backfire medium-range bomber
which can achieve long-range capability if
it is refueled in mid-air. In my opinion,
former Secretary of Defense Rumsfeld wasa
correct in warning that unless the B-1
bomber and other strategic deterrents arm
buillt, the Soviet Union would get so far
shead militarily that the U.S. would lose
influence around the world.

MX Missile: I do not belleve that we can
afford the risk of delaying the production
of this advanced ballistic missile until fis-
cal year 1979 as the 1978 budget proposes.
The MX missile, a mobile missile {probably
running on underground rail tracks) would
be ten times more potent than the Minute-
man it is designed to replace. With the ter-
mination of the Minuteman III production
line in 1977 and the delay of MX missile
production, the Western World will not have
a strategic missile production line in oper-
ation in fiscal year 1978. One factor in the
decision to delay production of the MX was
the alleged need for a gesture to the So-
viets for the forthcoming SALT II nego-
tiations.

Trident Submarine: Trident is a long-
term program for modernization and re-
placement of Polaris and Poseidon nuclear
ballistic missile submarines. The Trident
program includes & third generation nu-
clear-powered submarine and two new bal-
lastic missiles (Trident I, 4,000 mile range,
and Trident III, 6,000 mile range). The Tri-
dent, the world's largest submarine, will
travel faster, dive deeper, run gquleter and
be able to stay at sea 40% longer than the
Polaris or Poseidon.

It will have greater firepower, 24 missiles
instead of 16, and it should be less detecta-
ble, less vulnerable and less dependent on
forelgn bases. Current production schedules
call for a ship building rate of three Trident
submarines every two years with the first
Trident to become operational in fiscal 1879
when the oldest of the present ballistic-mis-
sile-firing submarines will be 20 years old.
The Soviet Unlon has already deployed two
new classes of ballistic-missile-firing sub-
marines (Delta I's and Delta II's). Each are
armed with the SS-N-8 (4200 mile range)
ballistic missile. The Soviets are currently
testing the SS-N-18 sea-launched ballistic
missile equipped with MIRV's, which are re-
ported to have a greater range than the
SS-N-8.

Our nation is at a crossroads of history and
the Congress will play a vital role in decid-
ing what direction we will take.

With the exception of not wishing to run
too great a risk of nuclear war, the Soviet
Union rejects all that we stand for. However,
while the Soviets have made rapid gains on
us, they have not yet galned clear miiitary
superiority over us. Congress has the respon-,
sibllity to provide and maintain an essential
deterrent, including adequate conventional
forces which remaln the best insurance
agalnst the need to use nuclear weapons.

We must be vitally concerned about the
Soviet build-ups during the past decade
which has seen them achileve rough miiltary
parity with the United States. The financial
burden of this awesome build-up has been
at the expense of an economy chronically
short of housing and consumer goods,
plagued by agricultural shortage, and with
an economic base half the size of our own, yet
outspending the U.S. in the military sector
by about one-third. We cannot afford to
allow the Soviets to gain absolute superiority
over this country and to experiment with
added military might, and clearly that is in-
evitable unless we exercise our authority to
alter the trend.

I submit that the risk to the security and
welfare of this Nation and of the free world
demands that we retain a “defense capability
second to none”.
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TESTIMONY ON THE YOUTH EM-
PLOYMENT AND TRAINING ACT

Mr. HUMPHREY. Mr. President, on
Wednesday, April 20, I had the welcome
opportunity to testify on the problem of
youth unemployment before the Sub-
committee on Employment, Poverty, and
Migratory Labor of the Senate Com-
mittee on Human Resources. Wednes-
day's was the first of 3 days of hearings
on the Youth Employment and Train-
ing Act of 1977, which was submitted by
the administration on April 6 and which
I was very pleased to cosponsor.

The administration's bill marks an ex-
cellent first step—and I emphasize, first
step—toward a comprehensive solution
to the problem of high youth unemploy-
ment. Under the administration’s propo-
sal, $1.5 billion will be authorized for the
next 18 months to create three new
youth job programs and provide jobs
for 200,000 young people. This is an ex-
cellent start, and I support it.

But, as I pointed out in my testimony,
there are ways the administration’s bill
can be improved. With almost 3.4 mil-
lion young people unemployed, 200,000
jobs is only a drop in the bucket. I urged
the committee to increase the funding
level for the programs in the bill. On
the same day as the Youth Employment
and Training Act was introduced, Sena-
tor Javirs and I submitted an amend-
ment—No. 184—that would provide $1
billion this year and $2.5 billion in fiscal
1978 for the programs in the bill. This
amendment reflects the recommendation
made by the Human Resources Commit-
tee to the Budget Committee for youth
programs in fiscal 1978.

Congress was presented with an ample
source of funds for youth jobs last week
when President Carter withdrew his pro-
posal for a rebate on 1976 income taxes
and the investment tax credit. I sup-
ported the President on this decision be-
cause I think the money could be better
used for direct job creation programs,
and I urged the Committee to devote
part of this new funding source to youth
programs.

I also made suggestions to the com-
mittee concerning other possible im-
provements in the administration’s bill
during my testimony., Mr. President, 1
ask unanimous consent that my pre-
pared statement be printed in the Rec-
ORD.

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

STATEMENT BY SENATOR HUBERT H. HUMPHREY

Mr. Chairman, I appreciate the opportu-
nity to testify on the Youth Employment
and Training Act of 1977, and I congratulate
you and the members of the Human Re-
sources Committee for your swift action on
this measure.

The bill i5 an excellent first step toward a
comprehensive solution to the complex and
disturbing problem of high unemployment
among our nation's young people. It was
developed in a very heartening cooperative
process that brought President Carter and
Labor Secretary Ray Marshall together with
concerned members of the Senate—you and
I, Senator Javits, Senator Jackson, Senator
Randolph, Senator Stafford, and others—and
the bill submitted by the Administration
shows their attention to our concerns.
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Now, more than ever, our young people
need the help that will be provided by this
bill. All across the country, unemployment
has dealt a devastating blow to the hopes
and aspirations of our youth,

In March, the unemployment rate among
teenagers 16 to 19 years old was 18.8 percent,
compared to 5.1 percent among adults 26
years old and over. Among black teenagers,
the unemployment rate was 40.1 perceat and,
in many of our central cities, disadvantaged
ycuth have been experiencing an unemploy-
meat rate that exceeds 60 percent.

There are 3.4 million young Americans to-
day under the age of 26 who want to work,
who are knocking on doors that remain
closed to them. These young people are ready,
willing and eager to work, but there are no
jobs for them.

These young people need help, they need
it in large doses, and they need it now. This
Committee has just been given an opportu-
nity to provide that help. Last week, Presi-
dent Carter presented us with an additional
source of funds for youth jobs when he with-
drew his proposal for a rebate on 1876 In-
come taxes and the investment tax credit.
I support the President's action on this be-
cause I think the money could be better used
for direct job creation programs. Let’s devote
a significant part of it to youth jobs.

Here Is a place where the Human Resources
Committee could make a significant im-
provement on the President's proposal, and
could do it swiftly. On the same day as the
Youth Employment and Tralning Act was
introduced, Senator Javits and I submitted
an amendment—No. 184—that would pro-
vide $1 billion this year and $2.5 billion in
fiscal 1978 for the programs in the bill. This
Committee has already made a similar rec-
ommendation to the Budget Committee. I
urge you to stick to your guns on this figure
and fight for additional money for our young
people, now that tbe elimination of the re-
bate and investment tax credlt has made the
added money available.

Any additional money we put into youth
employment programs will be an excellent
investment in the future of this country,
because the personal, soclal and economic
costs of youth unemployment are enormous.

If we do not move swiftly to provide jobs
for our youth, we may well end up in the
1980's and 1990's not only with a youth un-
employment problem, but with a whole gen-
eration of middle-age Americans who have
little or no job skills and who will need total
rehabilitation to become productive and
self-supporting workers.

In addition, youth unemployment is a
major source of crime, In 1973, the last year
for which we have comprehensive figures,
seventy-five percent of arrests for serious
crimes involved youth under the age of 25.
Youth made up 75 percent of those arrested
for arson and for robbery, and 85 percent
of those arrested for vandalism, for burglary
and for auto theft.

The most direct and rapid way to al-
leviate youth unemployment is through
specially-targeted youth employment pro-
grams, such as those in the Youth Employ-
ment and Training Act. Because of the struc-
tural nature of the youth unemployment
problem, economic recovery alone will not
be sufficient.

What needs to be done?

First, we must create a significant number
of jobs that are specifically targeted at
youth, and these jobs must be useful and
productive.

We should put a large percentage of the
3.4 million youth who are unemployed to
work on projects that provide a useful pub-
lic service. There is work to be done, and

plenty of it. We have 70 million homes that
need to be weatherized. We have thousands

of miles of railbed that need to be rebuilt,
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homes throughout the nation that need re-
palating and refurbishing, school buildings
that are deteriorating, forests that need re-
planting, children and elderly that need care,
and countless special local needs that our
idle young people could fulfill, and fulfill
well.

It i1s a national tragedy and a national
shame that our youth are wasting their time
and energles when there Is much work to do.

Second, the jobs must provide some use-
ful training,

Much of this should focus on basic job
skills, Young people need to know how to
get to work on time each morning, how to
follow directions, how to punch a time clogk.
These are the most basic job skills, and
they can’'t be learned sitting at home or on
a street corner.

In addition, more specific skills should also
be taught—construction skills, mechanical
skills, bookkeeping skills—but they should
be taught as part of the job.

Third, we should provide bzth full-time
and part-time jobs, in both the public and
private sectors. Young people who are out of
school need full-time work, and we should
provide it in abundance. But we shouldn't
forget that many youth who are in school
also need work just as desperately to earn
the money to stay in school or to contribute
to family incomes.

Finally, young people need good job coun-
seling, good Job information, and good job
placement services.

Youth unemployment in this country is a
natlonal disaster. The bill we are consider-
ing today is an excellent start toward allevi-
ating the problem. The young people in this
country are very lucky to have a President
and a Congress that are on their side.

The programs provided in this bill will go &
long way toward fulfilling the labor market
needis of our unemployed youth. The jobs
created will be useful and productive, and
they will provide good tralning in basic work
skills. But there are some improvements this
Committee should conslder to make this pro-
posal into the comprehensive youth employ-
ment program our young people deserve.

First, as I mentioned at the start of my
testimony, the funding level should be in-
creased. In his message to Congress on youth
unemployment, President Carter called for
spending $1.5 billion on these programs
through the end of next year, to create about
200,000 new youth jobs. Now, this is only a
drop in the bucket when there are 3.4 million
youth unemployed. I think this Committee
would be very wise to increase the funding
for youth programs, especially now that the
President has withdrawn his proposal for a
tax rebate and investment tax credit. Sena-
tor Javits’ and my amendment—number
184—authorizes $1 billion for this year and
$2.56 billlon for next year. In light of the se-
verity of youth unemployment today, this
figure is far more appropriaté than the
earlier amount.

Second, there are two programs in our
Comprehensive Youth Employment Act that
are unfortunately missing from the Presi-
dent's Youth Employment and Tralning Act.

First, there is a Work-Experience for In-
School Youth program that would expand
our work-study and on-the-job training
programs for youth who are enrolled in a sec-
ondary school program. More than 1 million
of our unemployed youth are in school and
looking for part-time work, many to ralse
the money to stay in school. The President's
bill is targeted only at out-of-school youth
and overlooks the desperate need of many
youth who have made the decision to stay
in school and finish thelr educations. An un-
fortunate side effect of the President’s decl-
sion to target jobs on out-of-school youth
is that it provides an Incentive for youth to
drop out of school in order to qualify for &
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job created by this proposal. This would be
a terrible mistake.

Now, I know that Senators Randolph and
Stafford’s proposal gives high school credit to
youth who participate in thelr program. But
we need to go much further and develop a
measure that integrates work experience and
career exploration with a young person’s
educational program. In our amendment,
Senator Javits and I have taken the work
experience program from our bill and
adapted it to the framework of the Presi-
dent’'s bill. Under this, the CETA prime spon-
sors and the local educational agencles would
Jointly prepare an in-school program, and 15
percent of each prime sponsor's allocation
would have to go to it.

Second, our bill includes an Occupational
Information and Career Guidance proposal
that would place trained job counselors in
our nation's high schools and junior col-
leges. We would establish a national entry
job level data bank that would be connected
to computer terminals in high schools and
neighborhood youth centers. And we would
set up & program to train new job counse-
lors and upgrade existing counseling serv-
ices. Senstor Javits and I have tried to carry
some of this over to the President's bill in
our amendment, by allocating 83 to 86 mil-
lion to the National Occupation Information
Coordinating Committee which Congress
created last year under the Vocational Edu-
cation Act. I hope you will add this provi-
sion to the final bill,

In addition, now that the withdrawal of
the rebate and investment tax credit has
freed up some resources, I hope you will also
consider our proposal to place trained coun-
selors right in the high schools and junior
colleges so that they will be readily available
to youth while they are searching for their
first jobs and making career plans. This is
not in the amendment Benator Javits and I
proposed, but it should be very easy to
include,

Mr, Chairman, I want to finish up by
pointing out that a youth employment pro-
gram will be one of the most popular and
widely-supported actions that this Congress
could take. On January 19, I put a Gallup
Poll in the Congressional Record showing
that B85 percent of those polled favored en-
actment of a youth employment program.
According to the Gallup Poll, “few lssues in
polling history have recelved such over-
whelming support by the American public."
We have a mandate from the American peo-
ple to move ahead swiftly on the bill before
us, and I congratulate you for doing just
that.

JUST LEAVE US ALONE—AND NO
HANDOUTS, PLEASE

Mr. GOLDWATER. Mr. President,
Government regulation is burdensome
and downright destructive to American
business as a whole. But the weight it
places upon small business is so heavy
that we may be witnessing the last stages
of small independent enterprises.

Mr. President, the small businesses of
this country are trying to send one over-
riding message to the Government—just
leave us alone—and it is becoming louder
and more urgent with every passing day.

A recent article outlining the problems
of one segment of small business in this
country appeared in the April issue of
the publication, “Hardware Retailing,”
and I ask unanimous consent that this
article, written by Bill Mashaw, be
printed in the RECORD.

There being no obje:tion, the article
was ordered to be printed in the REcorbp,
as follows:
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It SEEMS TO ME—JUsT LEAVE Us ALONE—AND
No Hawp-Outs, PLEASE!
(By Bill Mashaw)

It's high time someone with so-called so-
cial consclousness recognized the truly for-
gotten people In our economic system. I'm
talking about the hundreds of thousands of
really small businesses—retalling, wholesal-
ing, manufacturing and other service estab-
lishments—who make up the collective back-
bone of America’s private enterprise system.

This is the segment of the business world
which seldom creates any problems for gov-
ernment; but, being part of the total business
community, is painted with the same brush
of regulation and condemned for everything
that big business does in its coldest, crudest
and most callous moments. The small busi-
nesses of America aren't even distant cousins
to the corporate giants llke Lockheed, Gen-
eral Motors, Gulf Oil, and the like.

Putting matters into focus, when was the
last tlme you heard of Main Street mer-
chants like hardware and home center retail-
ers asking anything of their government
other than to be left alone? Hard to recall,
isn't 1t?

S0, the special treatment we want is es-
sentially one of avolding increased costs and
aggravation Imposed by governmental inter-
ference.

Not one time in the last 256 years has the
National Retail Hardware Association in rep-
resenting our industry asked our Congress
for something speclal for our buslnesses.
Many, many times, we've asked only to be left
alone—merely not to be hit by new regula-
tions, obvicusly and admittedly unnecessary
insofar as small businesses are concerned.

Proudly, we've never asked for a hand-out.
Yet, do you ever remember anyone in a state
capital or in Washington thinking of the
problems of small business people when
tough economic times arise? Currently, the
disastrous droughts in the West and the
severe winter of 1877 in the East are ex-
amples.

The unemployed rush for unemployment
benefits. The farming industry comes ask-
ing for disaster relief and increased price
supports. Other elements of the populace
seek to be included in disaster relief pro-
visions. Meanwhile, the owners of family
businesses tough it out. When the profits
aren’t there, when there is record cold and
shortages of fuel, and he is meeting pay-
rolls out of personal savings, he simply
toughs it out, The bankruptcy courts are
the small businessman’s ultimate resource,
No governmental subsidy or assistance—
and he doesn't want any. He merely wants
Just to be leit alone.

Yet, without compensation or consider=-
ation, other than fines imposed for non-
compliance, the nation’s small businesses
are forced to collect, record and report
federal and state Income taxes for them-
selves and their employees. They collect,
record, report, as well as pay, half the bur-
den of Social SBecurity taxes for millions of
employees. They keep the records and com-
ply with federal and state wage-hour reg-
ulations. They meet the costs and aggrava-
tion of OSHA, credit regulations, firearm
and ammunition record-keeping and regu-
lations, new warranty regulations and
other impositions which have precious little
relationship to business’ forgotten seg-
ment of our citizenry and our economy.

Our message to government continues to
be: “Please leave us alone. Don't strangle
us, Let us take our chances in a free mar-
ket system—please recognize us for what
we are and not what we are not. Simply
glve us equal protection from unnecessary
governmental interference. And no hand-
outs, pleasel!”

It's our hope that every person employed
in governmental, legislative and executive
positions will receive this massage from
our business people everywhere.

April 26, 1977

THE FULL EMPLOYMENT AND BAL-
ANCED GROWTH ACT; SOLUTION
FOR INNER CITY PROBLEMS

Mr. HUMPHREY. Mr. President, our
inner city urban areas are entering their
second decade as unofficial national dis-
aster areas.

They have remained that way—with
staggering rates of unemployment as
high as 60 percent for teenagers, unsafe
and unhealthy housing, and criminal ac-
tivity on a massive scale—since the late
1960’s at least. They have remained that
way despite a list of assistance programs
rivaling the Sears Roebuck catalog in
volume, despite libraries of reports and
recommendations, despite miles of tele-
vision film minutely detailing riots and
the destruction of entire neighborhoods
by arson. The problems exist largely be-
cause of our ineffectual collective exer-
cise in handwringing accompanied by a
congressional chorus of concern.

COMPOUNDING THE PROBLEM

These problems are further com-
pounded by national housing and trans-
portation programs which encourage
abandonment of the cities by both busi-
ness and the middleclass for a plant and
a tract house in the suburbs. Thus the
tax base of the center city is diminished
while the demand for services from those
who are without resources continues un-
abated or actually increases.

To be sure, the efforts of dedicated or-
ganizations and concerned minority
groups have kept hope alive by waging a
determined struggle that has achieved
some progress. But in an overall sense,
our center cities are going to hold the de-
pressing distinction, along with much
of rural America, of remaining underde-
veloped areas as long as the Nation fails
to develop and implement comprehen-
sive, long-range economic policies and
Programs.

In point of fact. the core areas of
our large cities will remain this way as
long as Congress and the administration
fail to enact and implement the Full
Employment and Balanced Growth Act
of 1977 which Representative AuGusTUs
Hawxkins and I have introduced in the
House and Senate with 79 cosponsors. It
is the only legislation before Congress
which provides an effective program to
achieve a stable, prosperous economy for
all sectors of the Nation's population.

ISOLATED PROGRAMS

Our present, Federal approach to the
challenge of redeveloping and revital-
izing our inner cities consists of an array
of programs that have little if any rela-
tionship to each other or, equally im-
portant, to the needs of the Nation's
economy as a whole. We provide public
housing where there are no jobs. We
establish minuscule job training pro-
grams that allow only token numbers of
the formerly unemployed to become
productive members of society. We
demolish block after city block in the
name of urban renewal and create rolling
waves of dispossessed immigrants who
exchange one address for another but
remain in despair and bitter frustration.
We continue the existence of welfare pro-
grams while acknowledging that the
result is continued idleness and crime.

And when the economy once again
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bottoms out and begins to improve, we
read the lowered rate of national unem-
ployment and forget the level of jobless-
ness, the level of degradation and anger
of those in the inner city. Nothing much
has changed for them. They continue to
see themselves as people without a future,
consigned to a wasteland where the only
change is for the worse.

These conditions stand as a constant
contradiction of our social standards and
the American ideal of a continually im-
proving life for ourselves and our chil-
dren. Our society can never be made
whole until the disadvantaged of our
inner cities and elsewhere are equipped
to utilize the opportunities for advance-
ment that most of the rest of us take
for granted.

THE FIRST ORDER OF BUSINESS

Mr. President, the first order of busi-
ness for this Congress is to establish the
framework and the procedures that will
enable the Government of our Nation to
end the needless boom-and-hust swings
of our economy and place it on a steady,
expanding course. We simply have got to
begin to create and sustain an economic
platform that will provide everyone will-
ing, able, and seeking work the oppor-
tunity for meaningful employment at
decent wages.

In answer to these needs, the Full Em-
ployment and Balanced Growth Act re-
quires the administration and Congress
to develop and initiate long and short
range comprehensive fiscal and monetary
policies and programs which will allow
the Nation’s commerce and industry to
use their full capaeity to meet the de-
mand for goods and services. This is the
bed rock upon which any sound effort
to reach a full employment economy
must be based. Through careful use of
general tax and spending programs in
tune with monetary policies affecting the
availability and cost of credit we can give
business the climate by which it can
reduce unemployment from its present
intolerable nationwide level of between 7
and 8 percent to about 4 percent within
4 years. The history of the past decade
when unemployment was held at levels
of close to 4 percent is convinecing evi-
dence that this goal for private sector
achievement is possible.

TARGETING THE FROBLEM

Special programs, targeted at chroni-
cally depressed urban and rural areas,
can be provided under authority of the
bill. These include establishing an alter-
native source of funds, such as creation
of a national development bank, to ex-
tend below market loans to small busi-
ness and State and loeal governments,
tax credit incentives for business invest-
ments, and countercyclical grants to
State and local governments to provide
employment opportunities and to main-
tain adequate levels of service.

Finally, when it is absolutely necessary
to fulfill the legislation’s promise of
meaningful work opportunities for those
seeking it, inventories of federally funded
“last resort” jobs held to the lower levels
of skill and pay, could be utilized on a
temporary basis in depressed urban and

rural areas. Such employment oppor-
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tunities would be designed to avoid com-
petition with private sector labor de-
mands and could not be made available
unless the President determined that the
need to do so exists and reported his find-
ings to Congress. The “last resort” jobs
program could not be implemented until
2 years after enactment.
MISPLACED ALARM

Some critics of the Full Employment
and Balanced Growth Act have ex-
pressed alarm over the cost of the fed-
erally funded aspects of programs that
would be utilized under this legislation. I
would remind them that unemployment
compensation payments totaled $20 bil-
lion in 1975 alone and that many States
exhausted their unemployment fund re-
serves and had to borrow from the Fed-
eral Government last year to sustain
this program. I would remind them that
every 1 percentage point increase in the
unemployment rate costs the Federal
Government $14 billion a year in lost tax
revenue and coslts State and local gov-
ernments more than $6 billion, a situa-
tion that forced many States and loeal
governments into wholesale layoffs of
employees. I would also remind them
that the bill requires that to the extent
it is reasonably possible to do so, people
would be taken off the welfare and un-
employment compensation program lists
and given job opportunities. In this way
funds that would otherwise be expended
to sustain them in idleness will instead
be used for productive purposes benefit-
ing the entire economy.

Mr. President, the Full Employment
and Balanced Growth Act provides the
only viable solution to the economic and
social problems that riddle the inner city
areas of the Nation. It does this because
it requires the administration and Con-
gress, with full input from State and
local governments, to develop and im-
plement policies and programs to guide
the entire economy on an engoing basis
and reach and sustain the emplovment
and anti-inflation goals of the hill. The
problems of the cities are not viewed
separately and in isolation from one
another because they cannot be solved
in this way. Rather it provides the com-
prehensive, workable approach to urban,
and particularly inner city problems,
within the context of meeting the Na-
tion’s overall economic requirements.
This is the only way we are going to
make lasting headway in revitalizing
and redeveloping core city areas.

QUESTIONS AROUT U.S: POLICY
TOWARD CHINA

Mr. GOLDWATER. Mr. President, on
several occasions I have discussed in the
Senate and elsewhere the great prospect
for extending the independence and
freedoms of the Chinese people, as prac-
ticed in the Republic of China on Tai-
wan—that is presented by President
Jimmy Carter's statements on human
rights and morality in foreign policv, If
our foreign policy is to be influenced by
the recognition of human richts in
other countries or if a fundamental aim
of our foreign policv is the advancement

of these human rights, then it is clear
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that our Government must remain
staunch in its commitment to the inde-
pendence and security of the Republic of
China.

For there is no comparison between
the two situations of the Communist re-
gime on the mainland of China and the
democratic form of government in the
Republic of China, There is a broad ex-
tension of freedom and individual liberty
within the Republic of China, includ-
ing the rapid advancement of the eco-
nomic welfare of the Chinese people liv-
ing on Taiwan, while in the case of the
Communist rulers of the mainland, there
is a total denial of the entire spectrum
of human rights, from the cruel suppres-
sion of religion to the widespread use of
slave labor camps &s a means of sup-
posedly reforming political prisoners.

Thus, it is quite evident that the only
way President Jimmy Carter could ful-
fill the great moral standards he has ar-
ticulated for the Nation, in the context
of U.8. policy toward China, is to main-
tain and strengthen the ties our Govern-
ment and country has with the free
Chinese people of the Republic.

Mr. President, this same hope has been
aroused among the free Chinese. They
have made the same analysis of Presi-
dent Carter's announced principles as I
have described. However, some of them
are becoming concerned at developments
which appear inconsistent with adher-
ence to the principle of morality, as re-
gards our actions toward the Republic
of China compared with our moves to-
ward Communist China.

Some of these concerns have been
clearly expressed by a distinguished
Chinese jurist of international law, Dr.
Tu Heng-Chih in a recent article he
wrote for the magazine, The Asian Out-
look, a public forum on the affairs of
Asia. Dr. Tu is dean of the College of
Arts at Tung Hai University in Taichung,
Republic of China.

So that my colleagues may share from
the insight of an internationally edu-
cated and prominent scholar of the Re-
public of China regarding U.S. policy
toward China, I ask unanimous consent
that the article be printed in the REcorbp.

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

[From Asian Outlook, vol. 12, No. 3, March

1877]
Is THis THE NEw U.S. PoLicY ToOWARD CHINA?
(By Tu Heng-Chih)

In his inaugural speech dellvered on Jan-
uary 20 and other speeches on International
affairs, the 39th President of the United
States, Jimmy Carter, mentioned the supreme
principles gullding U.S. foreign policy, but
did not give substantial views on any specific
issues or areas. A preliminary picture of the
policy toward China to be taken by the new
U.S. administration, however, may be gained
from the talks given by the new U.S. Secre-
tary of State, Cyrus Vance.

Recalling a little earlier, we may under-
stand from the speeches given by President
Carter during his election campalgns that
the China policy of the Demosrats, in prin-
ciple, would follow the line of the Republi-
cans. Viewing from the fact that President
Carter, before and after his Inauguration, has
continued to emphasize the principle of

morality and the importance of public opin-
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fon, we have long expected that he would give
some new interpretations to the “normaliza-
tion” of relations with the Chinese Commu-
nists, or even some revisions, But unfortu-
nately, following his meeting with Huang
Chen, head of Peiping's lialson office in
Washington, on January 8, which was ar-
ranged by the outgoing Secretary of State
Henry Kissinger, President Carter told the
press he would take the “Shanghai Commu-~
nigque” as the basis to continue the effort of
“normalization." Taking the opportunity of
inaugurating a new President, the U.S. gov-
ernment should have reasons to discard the
“Communique;"” but now it was uncondition-
ally accepled, really making us very disap-
pointed.

TO START DISCUSSION FROM A TESTIMONY

Following this, Secretary Vance gave a
clear indication on the U.8. policy toward
China in a testimony made in the Senate on
January 10 when he was answering an inter-
pellation on his appointment. First, he de-
clared that he belleved the U.S. policy toward
Pelping would follow the mutually-agreed
guiding principles contained in the “Shang-
hal Communique” and that the U.S. objec-
tive was the pursuit of “normalization.” On
the so-called "Taiwan question,” he said the
United States, in the “pace” and "“mode” of
seeking “normalization” of relations with
Peiping, would consider the securlity of peo-
ple in Taiwan. In the determination of the
“pace"” and “mode," he added, more thinking
and study would be required and this was
referred to national securlty organs for care-
ful handling. When Senator Percy asked what
did he think if the present political upheaval
on the Chinese mainland would delay the
“normalization” with the United =States,
Vance answered that there were no signs of
such a delay at present and that the Chinese
Communists stated they would adhere to the
principles agreed upon in the *“Shanghai
Communique” which were announced before
the death of Mao Tse-tung.

In the testimony given by Vance, the part
worrying us the most, In addition to that on
“Shanghal Communique,” was the statement
that on “Talwan guestion,” what he cared
was only the “security” of people in Talwan.
This departed quite a lot from the principle
mentioned by the Democratic platform six
months ago and ralsed by Carter in his tele-
vision debate ‘hree months before. In the
Democratic platform, it was stated that the
U.S. relations with the Chinese Communists
should continue to develop for the early
“normalization” on the basis of a peaceful
settlement, including a peaceful resolution
of the future of Talwan. This clearly told
us that before s peaceful resoclution is ob-
tained, the status quo of Talwan should
be maintained. In other words, as long as
the status quo of Tailwan was kept, legal
U.S. relations with the Republic of China,
including diplomatic and treaty relations,
should remaln unchanged.

In the television debate three months ago,
Carter said: "I would never let that friend-
ship with the People's Republic of China
stand in the way of the preservation of the
independence and freedom of the people of
Talwan.” The “Independence” and “freedom"
referred also were an admisslon of a political
status. Separately speaking, independence
referred to the independence of the Republic
of China, and freedom referred to the full
freedom enjoyed by the people in Republic
of China under a democratic political sys-
tem. The references indicated that the politi-
cal status should not be changed because
of the “normalization” of relations with Pei-
ping.

But of the “securlty,” as mentloned by
Becretary Vance, the significance apparently
was much narrower in sense. It seemed that
he was to say that after “normalizing” rela-
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tions with Pelping, the United States would
continue to safeguard the security of Talwan,
disallowing it to be endangered by the use
of force on the part of Chinese Communists
under any excuse. This was tantamount to
reiterating the statement made by President
Harry Truman in 1950 when he ordered the
Seventh Fleet to keep the neutralization of
Talwan Stralts. As long as this was purely
& military arrangement, it would not cover
the political system and external relatlions
of the Republic of China as mentioned above.
In other words, the respect of the Republie
of China's legal international position and
the safeguard of the diplomatic and treaty
relationship with the Republic of China were
not the factors necessarily to be considered
in the process of “normalization” with Pei-
ping.

As to the question of “peace,” the answer
given by Secretary Vance to Senator Percy
also puzzled us. Vance did not deny that
on the Chinese mainland today there was
a political upheaval. He, however, said that
this would not delay the process of “nor-
malization” because the principle held by
the Chinese Communists remalned un-
changed. Actually, the emphasis of Senator
Percy’'s question was on the side of the
United States, or that viewing the political
upheaval on Chinese mainland, would the
U.8. delay the effort for “normaslization”?
To this question, it seemed that Vance delib-
erately evaded to glve an answer. Under a
normal sltuation for the recognition of a
new regime, the basic yardstick usually is
the actual controlling power of that regime.

The situation of Chinese mainland today
was so chaotic that it should fully testify
that the Pelping regime does not have an ef-
fective control power. Facing such a fact, the
U.S. government should not only delay the
effort of “normalization’ but also base on 1t
to make a new and overall review of its policy
toward the Chinese Communists.

MY SUGGESTIONS TO U.S, GOVERNMENT

From the above analysis, we know there are
many troublesome guestions In the China
policy of the new U.S. government. But fac-
ing this new government, we are not pessi-
mistic because from President Carter down,
responsible officials of all levels have & deter-
mination to get rid of the old and to seek
the new. This is true In internal affalrs, also
in diplomacy. For this reason, I think this is
the time that people in our country shall
make an actlve effort. Here I wish to make
three suggestions to the new U.S. govern-
ment:

First, since directly affected by the U.S.
“normalization’ with Peping is the relation-
ship between Washington and Taipel, I sug-
U.S. relations with the Republic of China,
legal, including diplomatic and treaty rela-
tions, should remain unchanged.
apparently did not have enough sense of such
an international responsibility. As President
Carter has guaranteed that on the with-
drawal of U.S. forces from Korea, the United
States will first consult South Korea and the
related nation of Japan, I hope he can take
the same attitude in the policy toward China.

It is noted that in the “Shanghal Com-
munique” there is a phrase “all Chinese on
elther side of the Talwan Stralts.” By this
phrase, it is understood that the U.5. gov-
ernment at least has recognized that the
Republic of China, located east of the Talwan
Btralts, has some voice on any issue about
China. Therefore, the Republic of China not
only should be consulted but slso reserves
the right of giving final approval or refusal,
Also, as Secretary Vance said that “mode"” is
related to the security of Talwan, the gov-
ernment of the Republic of China on Talwan
of course should have the largest volce;
otherwise, if the “security of people in Tal-
wan" were decided by the Chinese Commu-
nists, that would be very ridiculous.
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Second, talking about the pure millitary
“security,” we all know that the true protec-
tion will come from the strengthening of de-
fense by Taiwan itself. The strengthening will
involve a lot of factors, such as how to de-
velop the national defense industry to keep
the modernization of armament; how to ralse
the educational level of citizens for the
strengthening of combating capability; and
how to improve transportation and com-
munication networks to meet the military
requirement. In short, the security of a na-
tion depends on its overall national strength.
Furthermore, of the eagerness of the Chinese
Communists to establish normal diplomatic
relationship with the United States, one ap-
parent reason Is the hope to acquire U.8S.
strateglc materlals or even weapons. While
this acquirement may be interpreted as for
the boycott against Soviet Russia, it actually
threatens the security of Taiwan as well.
Therefore, if the security of Talwan is to be
safe-guarded, consideration should be given
to this possible development. If the United
States does not offer assistance or provide
facilities in this respect, but consider the
security of Talwan only in the pace and mode
of “normalization” with Peiping, this will be
very nalve.

Third, any efTective restraint over the
Chinese Communists must come from force.
If the direct use of force is not to be taken
immediately, at least there must he a treaty
stipulating that force may be used if neces-
sary. After U.S. announcement to keep the
neutralization of Taiwan Stralts in 1950, the
government authorities of the Republic of
China and the United States, for fear that
the anno nent by President Truman was
not strong enough to deter the aggression of
the Chinese communists, signed the Sino-
American mutual defense treaty in 1954. If
the United States wants to jointly shoulder
up the responsibility of safeguarding the se-
curlty of Taiwan with the Republic of China,
I don't think there i5s any better way, except
the falthful fulfillment of the mutual de-
fense treaty, because this treaty can never
be replaced by a promise obtained from the
Chinese Communists, for it is always unre-
liable. There has been an argument in the
United States that since the Chinese Com-
munists in fact have no abllity to invade
Talwan, there will be no problem if the
mutual defense treaty Is discarded. To this
argument, I would like to ask: Since the
United States in fact may not be necessary
to take military action based on the treaty,
why should this treaty not be maintalned to
show the U.S. determination to safeguard
world peace?

Finally, I would like to quote a paragraph
from President Carter's inaugural speech as
the conclusion of this article. He sald: “To
be true to ourselves, we must be true to
others. We will not behave in foreign places
s0 as to violate our rules and standards here
at home, for we know that the trust which
our nation earns is essential to its strength."”
This i5 just the same as what our philoso-
phers have sald: “Do not do to others what
you don't want to be done to you." I sin-
cerely hope that in deciding and implement-
ing the policy toward China, the new U.S.
government can also consider the interest
and future of Chinese people.

MR. FESTIVAL IS CITY'S IDEA MAN—
A CETA SUCCESS STORY

Mr. HUMPHREY. Mr. President, I
want to call the attention of my col-
leagues to a CETA success story. Two
years ago, the South St. Paul public
school system was forced to cut back on
its teaching staff for budget reasons. One
of the teachers laid off was Mr. Darrol
Bussler. Fortunately for the city of South
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St. Paul, there were CETA funds avail-
able for the city to hire him in the com-
munity schools program, where he even-
tually became director. In his capacity,
Mr. Bussler has sparked a new fire of
civic participation and pride in South St.
Paul through the creation of commu-
nity-oriented festivals.

When we passed CETA—the Compre-
hensive Employment and Training Act
of 1973—and added title VI to provide
public service jobs, we knew we would
create new jobs and put unemployed peo-
ple back to work. But little did we realize
how important this program could be in
adding to the quality of life in cities and
towns around this country.

This CETA success story was spelled
out in a Tuesday, April 12, story in the
Dispatch, and I ask unanimous consent
that it be printed in the Recorp along
with a letter to me from Mr. Dayvid Met-
zen, assistant superintendent of the
South St. Paul public schools:

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

APRIL 13, 1977.
The Honorable HUBeRT H. HUMPHREY,
U.S. Senate,
Washington, D.C.

DeArR SENATOR HUuMPHREY: This letter is to
share with you a very positive experience the
South St. Paul Schools had wih a CET.A.
project.

Attached you will find an article about our
Community Schools Director, Mr. Darrol

Bussler. Two years ago he was laid off from
our school stafl as a teacher, and through the
C.ET.A, program we were able to hire him
as a member of community schools, and even-
tually he became the director.

I think this example speaks very well for
the concept of C.ET.A. and how well it can
work.

Thank you for this fine legislation, The
South St. Paul Schools are very grateful,

Bincerely,
Davip R. METZEN,
Assistant Superintendent.

Mg. FEsTIVAL Is CITY’S IDEA MAN
(By Nancy Livingston)

You could call him *“Mr. Celebration,”
“Mr. Festival” or “Mr. Enthusiasm.”

His real name Is Darrol Bussler, and he's
the idea man behind many new community
activities that are perking up South St. Paul’s
community spirit.

Not since the “Hook Em Cow Days" festi-
vals in the 1950's has South 8t. Paul enjoyed
such a revival of community-oriented festi-
vals. In the past two years, Bussler has cre-
ated and produced Christmas in South St.
Paul Community Theater, Chapel Monday
and Good Friday's Ecumenical Services.

Bussler also helped South St. Paul Bicen-
tennial Commission Chairman Margaret
Falrhurst produce an innovative light and
sound show on the bluffs of the Mississippl
River last fall.

There's no denying it. The man has a flair
for creativity and a fertlle brain where ideas
just keep hatching one after another.

With these gifts, Bussler, 37, is uniquely
sulted for his job as community services di-
rector for the South St. Paul Public Schools.
Sald Bussler last week, “South St. Paul is so
unlike what I would expect in a suburb.

“There’s a homeness here, a sense of be-
longing that I grew up with and that I al-
ways thought was so important.”

Bussler was born and raised on a farm in
tiny Brownton, Minn.,, 70 miles west of the
Twin Cities near Hutchinson. He attended a

CONGRESSIONAL RECORD — SENATE

one-room school for six years that boasted
a total student population of 12, “It was like
an open classroom,” he said, "We learned to
live with and respect people of various age
levels.”

His teacher at the Brownton elementary
school was strongly involved with her stu-
dents, and Bussler said she used to plan and
put on Christmas programs and purchase
gifts for each student using her own money.

“There was a total family involvement in
that school,” he sald. “We had spring plc-
nics, Halloween gatherings. That's where I
learned the importance of a sense of com-
munity.”

Bussler sald he looks at family and com-
munity the same way. "Community is just a
bigger family,” he sald. “I belleve In family
meetings—calling a halt to work and just
enjoying each other, talking to each other.”

Bussler majored in speech, theater and
English education at Gustavus Adolphus
College and after graduation, obtained his
first teaching job in 1964 at Simley High
School In Inver Grove Helghts.

“I was a lousy teacher at that time,” he
sald, “I wasn't asking myself the really
important questions dealing with education,
like what really should be happening between
teacher and student? Is subject matter the
most important thing? What else can a teach-
er do for a student?”

Unsatisfled, Bussler quit and went to
graduate school at the University of Colo-
rado. There, he sald, “I learned to think be-
cause I had to. I couldn't rely on all the
securities,”

A year later he was back In Minne-
sota teaching Iin Glencoe. A fellow teacher
there, he sald, “taught me what teaching
was all about. He told me to get off my
pedestal and stop being God. He told me
to be a real person to kids."

After a three-year stint in Glencoe, he
returned to Colorado to finish his master's
degree and then came back to Minnesota
to lead a completely different life. He was
& Iree-lance teacher for the TUniversity of
Minnesota extension division, sang with the
Edgewater Eight nightclub group and also
sang with the Sheiks Sextet at the old
Sheiks Cafe in Minneapolis.

Nightclub work was enjoyable, he saild,
but it eventually wore thin., He remembers
golng to work one dreary, rainy night and
seeing a drunk lying in a gutter in an alley.
Fifteen minutes later he was watching the
be-furred and be-jeweled women patrons
of the nightclub beyond the footlights.

The contrast between the two scenes, he
said, made him realize that he *“could prob-
ably be a better citizen by not being on
stage.”

Shortly thereafter he quit and went to
work as the director of theater for South
St. Paul schools. He started a dance class, a
course In children’s literature and was given
the opportunity to do a lot of interdis-
ciplinary work. He even taught a human
relations course In the home economics de-
partment.

When the South St. Paul School Board
was forced to cut back staff, Bussler sald he
missed the first cut, but was part of the “sec-
ond reduction” in 1975. That's when he
started working with the community serv-
ices department.

“Right now,” sald Bussler, “there's no
place in the world that I would rather be. I
am allowed the challenge of being creative.
I have the freedom to dream.”

Christmas In South St. Paul was his first
major project in his job with community
services. "I wanted to do something that was
not a typlcal Christmas program. I wanted
to make it far more creative than a serles
of memorized pleces by children.”

He decided to use the talents of people
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of all ages, and use many art forms. He first
approached the city’s ministerial association
be cause, he said, “church is important to
South St. Paul. It is a very vital institution."

After recelving the support of the minis-
ters, he also got the local retail assoclation
and the civic arts commission behind the
project. The resulting program presented on
Dec. 17, 1875, had the support of the entire
community and it involved dance, muslc,
visual arts and theater. It was, by all ac-
counts, a resounding success.

“That was the beginning of the feeling
that things could be done in South St. Paul,”
sald Bussler. “I heard a lot of people say
that they never knew there was so much
talent here.”

Kaposia Days, a summer celebration, was
thought up by Bussler and Bob Verkennes,
president of the South St. Paul Jaycees.
Agsain, Bussler saild, it was a matter of bring-
ing together all the city's organizations and
“dolng a lot of legwork.”

The first Kaposia Days was held last July
2, 3 and 4 and It will be repeated this sum-
mer. A barbecue will be added to this year's
list of Kaposia Days activities.

“I see my role,” sald Bussler, “as saying
Bouth St. Paul Schools are interested In the
community. I think you need someone to do
that, and I think I can do it.”

R S—e.
QUEEN ISABELLA DAY

Mr. WILLIAMS. Mr. President,
April 22, 1977, marked the 526th anni-
versary of the birth of Queen Isabella I
of Spain, a day commemorated in 40
States across the United States, includ-
ing my own State of New Jersey. It was
largely because of the foresight and per-
ception of Queen lsabella that Christo-
pher Columbus was able to undertake
his remarkable voyage to the New
World. This commemoration also serves
to remind us of the important role that
women have played, and will continue to
play, in the evolution of our Nation’s
history.

Mr. President, on April 22, 1977, the
Governor of New Jersey issued a procla-
mation declaring Queen Isabella Day in
New Jersey. I ask unanimous consent
that this proclamation be printed in the
RECORD.

There being no objection, the procla-
mation is ordered to be printed in the
REcoRrb, as follows:

STATE oF NEW JERSEY—FPROCLAMATION

Whereas, the enthuslasm and support of
a single ruler led to the discovery of America
and the resounding effect this discovery
had upon the history of the world; and

Whereas, this great ruler, Queen Isabella
of Castile, wife of Ferdinand of Aragon,
was the sole backer of Christopher Columbus,
whose proposed expedition to the New World
was contrary to the 156th century concept of
the world; and

Whereas, the shrewd intuition of Queen
Isabella, as well as the financial support and
risk taken by Her Majesty on behalf of
Spain, was responsible for uncovering the
unknown riches of the Western Hemisphere;
and

Whereas, the history of America has di-
rect linkage to the birth of Queen Isabella
on April 22, 1451;

Now, therefore, I, Brendan Byrne, Gover-
nor of the State of New Jersey, do hereby
proclaim April 22, 1877, as “Queen Isabella
Day,” in New Jersey, in honor of the great
Spanish Queen whose daring vision prompted
laying the foundation Tfor contemporary
American socletles,
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WILL FULL EMPLOYMENT CAUSE
INFLATION?

Mr. HUMPHREY. Mr. President, there
has been no more enduring economic
myth in recent times than that full
employment will exacerbate infiation.

Well, I do not believe it. The evidence
does not show it, commonsense denies it,
and compassion demands that we dis-
cover how to employ our citizens without
raising their cost of living.

The Full Employment and Balanced
Growth Act of 1977 (8. 50), despite all
misapprehensions to the contrary, is
designed to promote both full employ-
ment and reasonable price stability. In
a brilliant and perceptive discussion of
this issue, Dr. Charles C. Killingsworth,
professor of economics, labor and indus-
trial relations at Michigan State Univer-
sity, totally debunks application of the
fallacious Phillips curve to S. 50, His
analysis is contained in an article en-
titled, “Will Full Employment Cause
Inflation?'’ in the January/February,
1977 issue of Social Policy.

Dr. Killingsworth covers broad ground
articulately, succinctly, and convinc-
ingly. He points out that the Humphrey/
Hawkins bill calls for microstructural
approaches to improving the labor mar-
ket. What this means is the use of
human power to train and inform work-
ers to make them more suited to avail-
able, profitable jobs in the private sector.
It is an effort we have never seriously
pursued before, and as Dr. Killingsworth
observes, our piecemeal projects provide
little basis to generalize about the use-
fulness of a comprehensive human power
program. In fact, the best evidence we
do have, from at home and abroad, is
that human power programs more than
pay off through the reduction of struc-
tural unemployment.

The point is, Dr. Killingsworth ex-
plains, that full employment attained
through fitting people to needed jobs is
simply not inflationary, unlike tempo-
rarily high employment reached exciu-
sively through stimulating the economy.
With this I wholeheartedly agree. And
what is more, the Humphrey/Hawkins
bill explicitly endorses this notion.

Dr. Killingsworth explores another
area which interests me greatly, and
should concern all Members of Congress.
It is a question Ray Marshall discussed
at length during his confirmation hear-
ings as Secretary of Labor. And that is,
which is more effective in job creation: a
tax cut, or targeted public service em-
ployment? It is especially appropriate to
seek an understanding of this as both
options are before Congress currently.
Dr. Killingsworth cites favorably the
Congressional Budget Office determina-
tion that public service employment
creates five to eight times as many jobs
per dollar spent as tax cuts. Now that
the need for quick stimulus appears less
urgent, the more deliberate policy of
direct job creation should receive more
consideration.

Mr. President, Dr. Killingsworth ad-
dresses at some length another fallacious
argument against the full employment
bill. Some have contended that the last
resort job reservoir included in the leg-
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islation, which hopefully will not have
to be implemented, risks seducing work-
ers away from current -employment in
State and local government or entails
the application by other governments of
Federal funds in place of expenditures
they would have made anyway. But Dr,
Killingsworth points out how weak the
evidence is on this matter. In addition,
there are proven policies to restrict new
jobs to those who are genuinely unable
to find work. And finally, suppose there
is some such effect. What it implies is
that State and local taxpayers will get
tax breaks, and the money will reenter
local economies already geographically
targeted for their high unemployment
rates. This is a healthy consequence.

Dr. Killingsworth concludes on a note
to which I subscribe with relish. “Im-
provement,” he says, “is not possible if
the program is never even started. The
Humphrey/Hawkins bill sets an ambi-
tious—some would say a daring—goal.
But large achievements seldom come
from small ambitions.” To that, I say
"Alnen,"

Mr. President, for the benefit of my
colleagues who will be shortly consider-
ing the Full Employment and Balanced
Growth Act, I ask unanimous consent
that Dr. Killingsworth’s article be
printed in its entirely in the REecorp.

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

Wi Fuin EMPLOYMENT CAUSE INFLATION?
(By Charles C. Killingsworth) *

The persistence of extremely high levels of
unemployment after months of recovery from
the recent recesslon has stimulated new in-
terest in proposals for a stronger and more
effective effort by the federal government to
achleve full employment. The Humphrey-
Hawkins Full Employment Bill, at first widely
regarded as little more than a political ges-
ture, a year ago was considered quite likely
to pass both houses of Congress, in revised
form, by the close of the 94th Congress. Now
its prospects are clouded, and the reason is
a series of strongly worded attacks on the
alleged inflationary potential of this pro-
posal—or indeed any proposal for reducing
the reported unemployment rate as low as
3 or 4 percent. These attacks have come from
respected economists, some of whom wear
the liberal label and some of whom are called
conservative. Congress is necessarily and
properly concerned with inflation as well as
unemployment. The repeated assertions that
full employment (at least as defined in
Humphrey-Hawkins) would certainly cause
ruinous infiation—perhaps as high as a 15
percent annual rate—have greatly reduced
the momentum and support that the effort
to guarantee full employment once seemed
to have.

The thesis of this article is that the pre-
dictions of disastrous inflation as a result
of 3 or 4 percent unemployment lack support
either in past experience or analysis. Such
predictions rest, either implicitly or explic-
itly, on a controversial doctrine generally
known as the “Phillips curve,"” which hoids
that low unemployment rates cause high in-

*Charles C. Killingsworth is university pro-
fessor of economics and labor and industrial
relations, Michigan State University, and
chalrman of the National Council on Employ-
ment Policy. This article was first presented
at hearings before the U.S. House Committee
on the Budget, Task Force on Economic Pro-
Jections, July 27, 1976.
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flation rates, and vice versa. To the extent
that the Phillips curve doctrine rests upon
analysis of past experience, that past expe-
rience is fundamentally different from the
approach to full employment that is proposed
in the Humphrey-Hawkins bill. In the past,
generally speaking, low unemployment rates
have (arguably) resulted from the general-
ized pressure of aggregate demand. Usually,
at least a part of the pressure of aggregate
demand has been produced by fiscal and
monetary policy. It is the reaction to that'ap-
proach to full employment—general stimula-
tion of aggregate demand—which the Phillips
curve formulation purports to measure.

But our past experience does not include
any period of low unemployment rates in-
duced primarily, or even substantially, by
the kinds of focused demand and supply im-
provement programs that are envisaged by
the Humphrey-Hawkins bill. There are per-
suasive reasons for believing that these spe-
cific kinds of programs would be much less
infiationary than the generalized stimula-
tion of aggregate demand which has been
our primary, and nearly exclusive, weapon
agalnst excessive unemployment in recent
decades.

Most or perhaps all of the economists who
have made the alarming predictions of dis-
astrous inflation as a result of full employ-
ment have assumed, either explicitly or im-
plicitly, that full employment would be
achieved primarily by generalized stimula-
tion of aggregate demand. If we grant the
valldity of that assumption, then possibly
the warning is justified. I say “possibly” be-
cause the Phillips curve analysis is not uni-
versally accepted, even by mainstream econo-
mists. But a judgment about the effect of
the Humphrey-Hawkins bill on inflation need
not awalt a resolution of the Phillips curve
controversy, which may be a long time in
coming. Those who apply the Phillips curve
analsyis to the Humphrey-Hawkins bill have
misread that bill and have misunderstood
the nature of the labor market problems to
which it is addressed.

There i5 a role for fiscal policy in the
Humphrey-Hawkins scheme. Even those
economists who are most alarmed about In-
flation grant that our unemployment rate of
nearly 8 percent could be reduced signifi-
cantly without adding to inflationary pres-
sures. Most of the inflation warnings place
the danger zone in the range of 5 to 6 per-
cent unemployment. Hence, many econiomists
see some room for further stimulation of ag-
gregate demand, and the Humphrey-Hawkins
bill explicitly states that fiscal policy meas-
ures must be an important part of full em-
ployment policy. Since 1960, however, fiscal
policy has come to be almost synonymous
with tax cutting. I believe that this orlenta-
tion of fiscal policy has led to unfortunate
consequences and that the time has come to
redirect fiscal policy. The Humphrey-Hawkins
bill provides the vehicle for such a redirec-
tion, although the detalls are not spelled out
in the bill.

PUBLIC SERVICE JOBS VERSUS TAX CUTTING

Humphrey-Hawkins explicitly provides for
a major role for public service employment
(PSE) in full employment policy. The bill
also provides for Increased emphasis on other
labor market measures, such as training,
relocation, placement, and so on. It should
be obvious that an expenditure of $10 bil-
llon (for example) on such programs with no
offsetting tax or other budget changes should
provide at least as much of an addition to
aggregate demand as a tax cut of $10 billion.
But the impact of these two approaches to
demand stimulation would be quite differ-
ent. An understanding of the differences is
a key to the current analysis of the poten-
tial impact of Humphrey-Hawkins on
inflation,

In the first place, expenditures on PSE are
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much more cost-effective than tax cuts of
equal magnitude in reducing unemployment.
The Congressional Budget Office has pre-
pared impact estimates of these two ap-
proaches to unemployment reduction.! The
findings of this study imply that the net
cost per job created by tax cuts after 24
months is in the range of $17,000 to $21,000.
The findings also imply a net cost per PSE
Job after 24 months in the range of $2,600
to $3,500. In other words, dollars spent on a
PSE program produce five to eight times as
many jobs as an equal number of dollars,
dedicated to tax cutting. This is a fact of
fundamental importance to the correct evalu-
ation of the Humphrey-Hawkins proposals.
Even if one allows for a substantial margin
of error in the Congressional Budget Office
estimates, the superior cost-effectiveness of
the PSE program compared with tax cutting
{5 large and obvious. The lower cost per job
means that many more jobs can be created
with much less inflationary pressure by
means of the PSE program than by tax
cutting.

In the second place, the purchasing power
effects of a tax cut are generally diffused
throughout the economy, and its effect in
terms of job creation is indirect and some-
what attenuated. When consumers and busi-
nesses find that they have to pay less money
in taxes, they will sbend more on goods and
services. Some of this increased demand will
be met by increasing hours of work for those
already employed, some may be met by in-
creasing productivity. Only part of the in-
creased demand will be met by the creation
of new jobs. And the new jobs that are cre-
ated will not necessarily fit the skills and
geographical distribution of the unemployed
labor force.

In sharp contrast, the job-creation effect
of the PSE program is direct and focused.
(The "substitution™ argument will be deait
with shortly.) Virtually all of the dollars in
the PSE program are earmarked for payrolls.
Eligibility requirements can be shaped In
such a way as to insure that the hiring is
concentrated among labor force groups and
geographical areas where the unemployment
rates are highest.

The PSE program is sometimes criticized
on the ground that it enlarges government
payrolls rather than private employment,
but the charge is something less than half-
true. It ignores the “multiplier effect” of
adding people to payrolls, whether public
or private. Those added to payrolls spend
their earnings, and most of the spending is
for goods and services produced in the pri-
vate sector. To the extent that goods and
services are produced in the geographical
areas where they are purchased, this spend-
ing of PSE earnings helps further to relieve
localized wunemployment problems. Hence,
the PSE program can be sharply focused on
particular groups and areas, and to some ex-
tent, the recondary spen-ing re=ulting from
PSE hiring will also be focused where unused
capacity is likely to be preatest. Tn time, of
course, the effects of PSE spending will be
generally diffu=ed through the economy, and
a point generally overlooked is that most of
the jobs indirectly created by the PSE pro-
gram will be in the private sector.

ANSWERING THE "SUBSTITUTION'" ARGUMENT

The PSE program has recently been sub-
Jected to strong criticism on the ground
that its effectiveness is greatly diminished by
the so-called substitution eflect. The charge
is that money allocated to state and local
governments for new hires under the PSE
program will actually be used to avoid layoffs
of present employees or to staffl programs
that would otherwise have been undertaken
with state and local funding. Members of
the Council of Economic Advisers (CEA)

Footnotes at end of article.
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have repeatedly argued that "after three
years only one or two new jobs remain out of
10 supposedly created originally.” * This as-
sertion is sald to be supported by several
studies of the job-creating effects of the
present PSE program. However, the fact is
that none of the studies relled upon is based
on direct observation of the PSE program.
All of them are largely theoretical analyses
of state and local expenditure patterns under
other kinds of federal grant programs, and
the authors assume that the behavior of
state and local governments will be the same
under the PSE program.

As evidence, the studies on which the CEA
and others rely are remarkably weak. One of
the most careful and thorough of these stud-
ies ends with these words: "Clearly, far more
analysis will be required before our numeri-
cal estimates can be taken as anything more
than preliminary guides in the analysis of
the practical problems we have examined.”?
Three of the authors of such studies have
publicly conceded their weakness as evidence,
saying, "A set of estimates ranging from 40
to 90 percent is hardly a ‘smoking gun.” 4
Despite these obvious weaknesses, these stud-
ies are frequently cited as indisputable fact—
which is surely a disservice to rational dis-
cussion of an important issue in public pol-
icy. Furthermore, these critics usually ignore
& significant corollary of the substitution
hypothesis: if there is substitution, as al-
leged, the money does not simply wanish;
it permits state and local tax reduction, or
purchases by state and local units which
otherwise would not have been made, and
the final eflect on aggregate demand is at
least as great as from a federal tax cut, an
increase in federal spending, or a revenue-
sharing program.

A more general answer to the substitution
argument is that it is based on the present
administrative arrangements of the PSE pro-
gram, under which the federal government
grants funds to state and local units of
government with only rather general restric-
tions on the ways in which the funds may be
spent. If substitution can be shown to be
a significant problem, several remedies are
readily available: the federal government
could take over the administration of some
or all of the program; provision could be
made for emphasis on specific projects which
would not be carried out without a PSE pro-
gram, instead of permitting the hiring of
workers for the performance of ongoing
functions of state and local governments;
and greater emphasis could be placed on
grants to nonprofit nongovernmental insti-
tutions. All of these would be possible un-
der Humphrey-Hawkins.

The foregoing discussion is not intended to
suggest that a PSE program is a panacea for
unemployment, or that no problems of sig-
nificance will ever arise in the administra-

tion of this kind of program. Rather, the’

argument is that increased reliance on PSE
would be much less Inflationary and more
cost-effective than the tax-cutting version
of fiscal policy. As I read the Humphrey-
Hawkins bill, it contemplates the continued
use of conventional fiscal policy tools (in-
cluding tax cuts) under appropriate circum-
stances, but it would broaden and shift the
emphasis in employment policy to include
more rellance on direct job creation, human-
power training, and similar kinds of direct
intervention in the labor market to achieve
full employment.

Neither is the foregoing discussion in-
tended to suggest that the inflation problem
will disappear if the Humphrey-Hawkins bill
is enacted. My personal view is that recent
inflationary pressures have not originated
in the labor market, although some labor
market institutions may have contributed,
directly or indirectly, to the maintenance of
the inflationary spiral. To the extent that
inflation has resulted from energy and raw
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materials shortages, crop failures, and other
developments unrelated to the state of the
labor market, it will still be with us even if
we are able to devise and install a noninfla-
tionary full employment policy. I resist the
dogma that unemployment and inflation are
functionally related entities. Nevertheless, I
am willing to concede some merit to the
arguments of those who believe that the
anti-infiation provisions of the Humphrey-
Hawkins bill should be expanded and
strengthened. It is my understanding that
amendments for that purpose are presently
under active consideration.

HUMANPOWER TRAINING—A FULL EMPLOYMENT
TOOL

Humanpower training and related labor
market programs deserve more extended
attention than they can be given in a rela-
tively brief space. Certain observations are
essential. It has become fashionable to assert
that humanpower training has failed. In two
senses this assertion is correct. Humanpower
tralning has never been a large enough pro-
gram to have any significant effect on the
general level of unemployment. Obviously,
this is not an inherent shortcoming of this
approach to labor market problems. Second,
some particular programs have shown dis-
appointing results, especlally those directe
at the most disadvantaged labor force groups
or geographical areas. Neither of these facts
Justifies the generalization that humanpower
training and similar programs cannot con-
tribute to a full employment policy.

In fact, the great majority of the careful
studies of humanpower training conclude
that the monetary returns (to enrollees and
to government) from such programs exceed
their costs, sometimes by very wide margins.
The number of studles with this kind of con-
clusion is now an impressive total. Neverthe-
less, some methodological purists have at-
tacked the validity of these studies. Some of
the studies are crude, but many of them,
particularly those of more recent vintage,
compare not unfavorably with other evalua-
tion studies in the social sclences. Some of
the purists seem to ignore the basic fact that
investigations in the social sciences can only
rarely, if ever, be carried out under condi-
tions as carefully and precisely controlled
as in, say, & chemistry laboratory. Some of
the critics have concluded that methodologi-
cal weaknesses in the humanpower training
cost-benefit studies compel the conclusion
that the truth is exactly the opposite of what
the studies report; the critics say that since
the studies fail to demonstrate conclusively
that benefits exceed costs, we must all con-
clude that the costs exceed the benefits and,
therefore, that the programs have falled.
Merely stating that argument, I think, suffi-
clently exposes its fallacy.

I am fond of quoting the observation of
Justice Oliver Wendell Holmes that “cer-
tainty is generally illusion.” In our daily
lives all of us constantly base decislons on
reasonable probabilities rather than abso-
lute certainty, and I believe that we must
do the same in many areas of public policy,
including humanpower training. My conclu-
slon 1s that the great preponderance of rea-
gonably rellable evidence shows that most
humanpower programs Improve the earnings
and emvloyment potential of their enrollees.
I conclude further that we have consistently
underutilized tris tool In the past, and that
the Humphrey-Hawkins design would require
greater emphasis on this particular tool as
one of the many needed to achieve full
employment,

LABOR FORCE COMPOSITION AND FULL EMPLOY-
MENT

Some of those who questlon or deny our
ability to achleve full employment cite
changes in the composition of the labor force
in support of their view. George L. Perry of
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the Brookings Institution was perbaps the
first to advance this line of argument,® which
runs as follows. The relative numbers of
young people and women in the labor force
have increased greatly in recent years. Be-
cause these groups, for various reasons, have
persistently high rates of unemployment,
their presence In greater numbers makes
lower rates of unemployment more difficult
to achieve than in earlier years. Perry pro-
vided a mathematical demonstration which
may be described in simplified terms by say-
ing that he applied the unemployment rates
for specific age-sex groups in an earler year
to the same groups for the current year to
illustrate the effect of changed age-sex com-
position. He found a relatively small but sig-
nificant effect. His technique was followed
(with enthusiasm, one surmises) by the
Council of Economic Advisers two years after
the publication of his original article. By
using different years, the CEA was able to
show that changing age-sex composition of
the labor force has added approximately 0.5
percent to the unemployment rate in recent
years. This has become one of the more dura-
ble fallacies in labor market discussions.
It is a fallacy because age and sex are only
two of the relevant dimensions of the labor
force. There are others of at least equal sig-
nificance, and when they are considered, it is
clear that the effect described by Perry is
more than offset. Thus, if education and race
are added to Perry's formulas, the result is a
substantial reduction in the unemployment
rate in more recent years resulting from
changes In the composition of the labor
force® In addition, there were several
changes in the Bureau of Labor Statistics—
Bureau of the Census definitions of employ-
ment and unemployment In 1967 which had
the net effect of reducing the reported un-
employment rate by about 0.2 percent.
Adding together all of these factors, we can
conclude that definition changes and

changes in the age-sex-race-education com-
position of the labor force have reduced the
unemployment rate in recent years by about
0.7 percent. From this standpoint, and using
Perry's reasoning, full employment is now
somewhat more easily achieved than it would
have been 20 years ago.

WAGES, INFLATION, AND THE WORKING POOR

There is another major aspect to the argu-
ment that Humphrey-Hawkins is Inflationary
which I have not yet addressed. This is the
contention that the so-called prevailing wage
provisions in the bill would themselves be
highly inflationary, entirely apart from the
overall effect of the legislation on the unem-
ployment rate. Let me oversimplify a little by
saying that the argument is that the wage
provisions governing the PSE program would
compel the payment of wage rates much
higher than those now being paid on large
numbers of jobs In the private sector, and
that these higher wage rates would create a
powerful “suction eflfect” that would draw
into the PSE program a large number of low-
paid workers, or would compel the upward
adjustment of many wage rates in the private
sector.

This line of argument deserves close atten-
tion because it poses a question of social
policy that is of fundamental importance. It
also poses some factual questions, and per-
haps it is best to deal with those first. The
Humphrey-Hawkins wage rate standard
which is likely to be most generally applicable
for public bodles provides for "the prevailing
rates of pay for persons employed in similar
public occupations by the same employer.”
Hence, the requirement is for equal pay for
equal work within the employing wunit.
Charles L. Schultze, among others, has as-
serted that this wage standard "is bound to
bo highly inflationary."” " He states that the
wage for a lowskill or semiskilled municipal
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job is “often" far higher than the rate for
the same job in private industry. He then
predicts a mass exodus of workers from the
low-pay jobs in private industry to the *last
resort” jobs in the public sector, or & rapid
rise in the wage scales for the low-level pri-
vate industry jobs. SBchultze cites median
hourly wages for a few occupations In a
handful of cities as factual support for his
generalizations. I do not think the data
presented are conclusive. No doubt what he
says Is true of some occupitions In some
citles, but we need a much brcader Informa-
tion base than he provides to make a con-
fident judgment. I do not pretend to know,
in advance, what further investigation will
reveal. T would be surprised, however, if it
turned out that most municipal governments
(regardless of slze and regardless of geo-
graphical area) pay higher wage rates than
private industry for comparable jobs.

Let us assume, for the sake of argument,
that PSE hourly wage rates would be higher
than for some significant percentage of jobs
in private Industry. The policy question
which we must answer is: How much do we
want to do for the working poor by means
of the full employment program? My re-
spected colleague, Sal Levitan, has criti-
cized the Humphrey-Hawkins bill for doing
too little for the working poor; Schultz
seems to criticize it for doing too much for
them, I think the intention of the bill is not
clear, and that we should make a conscious
choice. It would not be difficult to find ways
and means to exclude most of the working
poor from the Humphrey-Hawkins programs,
as I will show shortly. However, we could
consclously choose to put at least some de-
gree of pressure on the private sector to im-
prove the worst jobs, both in terms of work-
ing conditions and wage rates. I doubt that
the inflationary impact would be nearly as

severe as Schultze fears. Even with a higher’

hourly rate avallable, some workers would
choose to remain in the lower-pald jobs; one
labor market phenomenon that has been
documented by many studies is the long-
run persistence of large pay differentials in
the same labor market for comparable work.
Some low-pald Jobs in the personal service
category would probably remain unfilled—
for example, rest room attendants, domestic
servants, shoeshiners—and people would
simply do more for themselves. SBome low=-
paid workers would be replaced by machines,
as has been the case with many kinds of
agricultural harvest labor. Perhaps more
generally, employers would learn to utillze
the formerly low-paid workers more effi-
clently; one of the lessons of many studies is
that when labor is cheap It is often used
wastefully, and vice versa. If we choose to
follow this kind of social pollcy, of course
the impact would depend partly on the speed
of change. If we tried to remake the low-
wage labor market in a very short pericd of
time, the strains would be far greater than
if we moved more slowly.

On the other hand, if we wished to ex-
clude or drastically 1imit the participation of
the working poor in any PSE program, we
could easlly find ways to do so. The WPA
(Works Progress Administration) program
of the 1830s and many job programs of the
1960s limited the hours of work avallable to
enrollees. The hourly rate, of course, 1s only
one of the factors determining earnings; the
other 1s hours worked. We could reqguire
equal pay for equal work but provide only 30
or 32 hours of work per week, thus consider-
ably reducing the incentive for the job
changing that Schultze and others fear. We
could require a substantial perlod of unem-
ployment to establish eligibllity for a PSE
job. We could greatly Increase the number
of PSE Jobs In the nonprofit sector, assuming
that wage rates there are generally lower
than in government. One lesson of the 1960s
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is that it is not difficult to exclude people
from soclal programs, if that is what we
choose to do.

TAKING UF THE CHALLENGE

Let me conclude on a personal note. Many
people of my generation were attracted to
the study of economics because we had lived
through the Great Depression and we knew
personally the soul-shrinking agony of end-
lessly looking for a job that did not exist.
Many of us thought that economics had to
provide the solution to mass unemployment.
The revolutionary ideas of J. M. Keynes
strengthened that hope. For a time in the
19408, and perhaps for a briefer time in the
1960s, we thought that economics had finally
solved the problem of achieving full empioy-
ment and that we could even conquer the
anclent curse of poverty. The early 1960s
were the golden age of the economist, but the
eminence was brief and the fall was rapid.
For much of the past decade, economics—
once called the dismal sclence—has become
the frightened seclence. Economic forecast-
ing has become a bad Joke, and the influence
of the profession on policy making has great-
1y diminished—except, perhaps, when the ad-
vice is, Don't do it. In the animal world a
frightened and confused creature often
freezes into immobility. And we have had &
virtual paralysis in employment policy in
recent years, partly because almost every pro-
posal has been greeted by cries of Inflation!
from our frightened economists.

I refuse to belleve that this nation has lost
Its adaptability and its capacity to learn from
experience. As even its authors recognize, the
Humphrey-Hawkins bill is not perfect. If it
is adopted, experience will reveal unsuspected
problems that will need correction, But con-
sider what happened under the Manpower
Development and Training Act. Congress
monitored that legislation closely. Major im-
provements in the law were enacted in every
session of Congress, and the whole system
was fundamentally revised after a dozen
years of experience with the passage of the
Comprehensive Employment and Training
Act. But Improvement is not possible if the
program s never even started. The Hum-
phrey-Hawkins bill sets an ambitlous—some
would say a daring—goal. But large achieve-
ments seldom come from small ambitions.
We have learned much about the difiiculties
of achleving full employment in the past dec-
ade. The Humphrey-Hawkins bill bulids upon
that experience and calls upon us to renew
our faith that full employment is attalnable.
If we reject the challenge without even try-
ing, we insure bitterness and misery in mil-
lions of Ilves, and we edge closer to the for-
tress soclety. If we try and succeed, we will
have less crime in the streets, less ignorance,
less disease, less madness, more simple jus-
tice, more strength as a nation, and more
security for all of us.
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THE FARM CRUNCH: THE NATIONAL
ECONOMY CANNOT TOLERATE DE-
PRESSION CONDITIONS IN AGRI-
CULTURE

Mr. MELCHER. Mr. President, some
time ago I suggested to President Jimmy
Carter that geiting some money into the
pockets of farmers and ranchers would
do as much or more for the national
economy than anything else that could
be done.

Unhappily, the President’s response
was to recommend grain price support
levels which will assure that wheat grow-
ers will all go broke, and as their prod-
uct moves into the feed market, it will
pull the rest of the grain growers down
with them.

I ask unanimous consent today to have
printed in the Recorp & column by the
well-known economist, Eliot Janeway,
which appeared in the Sunday, April 24.
issue of the Washington Star, warning
that it was the depression in agriculture,
ignored by the Coolidge and Hoover re-
gimes, which brought on the Great De-
pression of the thirties, and that farmers
and ranchers are today in a double
squeeze that again threatens the whole
economy.

The PRESIDING OFFICER. Without
objection, it is so ordered.
(See exhibit No. 1)

Mr. MELCHER. Mr. President, Jane-
way warns:

The main lesson bequeathed by the dire
experience of the late 1920's and early 1930's
is. that boom conditions in the industrial
economy, and in the stock market, will not
be sustained If depression conditions are
tolerated in the farm economy.

This lesron, if pondered and acted on, will
prevent the clear and present danger of a
repeat performance of the last Depression.

Janeway tells of Eugene Meyer's inces-
sant warnings against letting the farm
economy collapse and says:

It was Meyer's far-sighted counsel to lay
the foundations of recovery in the domestic
farm economy that Hoover 1gnored and
Roosevelt Tollowed. Carter’s abllity to survive
is likely to hinge on his instinct to commit
himself to the same priority.

At this moment in history, Mr. Carter
has indicated no such instinct in regard
to the historic economic events of the
late twenties. It is my hope that that
lesson need not be learned again by us
in the late seventies. It is also my hope
that somehow Janeway's column will be
brought to his attention and, if it is not,
that enough of my colleagues in the Con-
gress will have read it that they will in-
sist on a farm bill that will prevent a
continued agrieultural depression.

ExHIEIT 1
FarM CruUncH RESULTs From DoOUBLE PINCH
(By Ellot Janeway)

Santayana's famous warning, that those

who refuse to study history will be con-
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demned to relive its failures, applles with
particular force to the credit crunch now
pinching the Farm Belt.

At first blush, it seems a historieal first;
after all, it is the direct result of the cost
inflation which has been galloping across the
economic terrain ever since OPEC's declara-
tion of economic war on its commercial cus-
tomers, its financial custodians, its techno-
logical benefactors, and, last but not least,
its Impoverished neighbors in the Third
World.

The Farm Belt credit crunch, however, {5
the result of a double pinch. Inflation of
costs Is accounting for only half the damage;
deflation of incomes for the other haif. This
one-two punch from cost inflation and in-
come deflation takes a crueler toll of its vie-
tims than the familiar rhetoric of “stagfia-
tion" would suggest.

Such are the workings of progress that
stagfiation has evolved from a bold and sar-
donic concept to a cliche, which understates
the problem of the Farm Belt, because it as-
sumes the failure of productivity and in-
comes to rise.

The dealers in cliches who take stagflation
for granted have not yet caught up with the
fact that stagflation would be a lesser evil to
settle for, because it would deseribe a state
of affairs in whieh incomes were still rising,
although costs were rising faster.

In the Farm Belt today, however, incomes
are falling while costs are not merely rising,
but rising faster than ever.

The only exception Is the cost of money.
Increasingly, farm borrowers able to pay in-
terest are becoming scarce. The two special
conditions which always come into play dur-
ing a bankruptey crisls are developing.

Commercial banks are giving their good
borrowers whose loans are in bad shape
lower rates and longer payouts. They're giv-
ing their bad borrowers moratoria—a term
forgotten since the Depression—even on in-
terest, let alone principal.

The concept of a moratorium on debt was
last aired during the early 1930s—more pre-
cisely, during the preliminaries to the Great
Depression, which was touched off by the
argument over how to get out from under the
unmanageable burden of war debt,

Foreign government borrowesrs first agi-
tated for a moratorium, then domestic farm
borrowers imposed it. Finally, foreirn govern-
ment borrowers, led by Hitler, followed the
American Farm Belt borrowers’ initiative.

The study In historical contrast is arrest-
ing; and it Is not reassuring. Post-mortems
of the disaster of the '30s all agree on three
striking divergences of the Coolidge boom.

In the first place, Industrial investment
and urban construction not only participated
in the boom, but were directly responsible
for the records it set. However, the farm de-
pression of the Iate 1920s was every bit as
striking a phenomenon of the Coolidge years.
In fact, the measure of the strength of the
Coolidge boom was that it asserted its force
despite the severity of the farm depression,
coating It over without alleviating it.

In the second place, a striking character-
istic of the Coolidge boom was the absence
of any domestic price Inflation to erode its
vigor. This meant that the drop in farm in-
comes took its toll relative to a more or less
fixed level of costs levied on farm purchas-
ing power. The devastating crisis which de-
veloped in the Farm Belt was, therefore, miti-
gated because farm costs were fixed relative
to the cost of what farmers had to buy.

Nevertheless, the entire system was turned
upside-down by the irresistible demand of
the farm bloc for parity between farm and
industrial purchasing power. The Farm Bloc
in Congress gave the Republican party a
mule’'s kick which split it wide open.

The Farm Bloc in Congress is poised to
strike again. It's all the more powerful and,
for once, all the more righteous, because of
the double pinch of falling incomes and ris-
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ing costs. Never mind that industrial profi-
teering is not an offset to farm cost inflation.

The relative position of the farm economy
is deteriorating much more drastically (as
the direct and inescapable result of indus-
trial inflation) than it did on the eve of the
crisis of the 1930s.

The third divergence pinched the sensitive
debt nerve. On the eve of the crisis in the
19305, farm debt, along with international
debt and stock market margin debt, was in-
flating dangerously.

Now, providentially, a wealth of liquidity
is avallable, not only to manage the inter-
national debt structure, but also, to support
an altogether new stock market boom un-
clouded by debt overextension. This diver-
gence, while troublesome, is still encourag-
ing, because it Is limited to farm debt.

But the main lesson bequeathed by the
dire experience of the late 10208 and early
19305 is that boom conditions in the indus-
trial economy, and in the stock market, will
not be sustained iIf depression conditions are
tolerated in the farm economy. This lesson,
if pondered and acted on, will prevent the
clear and present danger of a repeat perform-
ance of the last Depression.

At that time, the one statesmanlike voice
that was heard, but heeded too late, was that
of the late, great Eugene Meyer, the most
practical financier of his day, and, therefore,
the most frustrated.

He was the prophetic dissenter of the
Hoover years, when he served as chairman
of the Federal Reserve Board. He saw clearly,
and warned incessantly, that if a farm de-
pression were allowed to develop, it would
pull the props out from under & top-heavy
debt structure in the industrial economy and
in the stock market.

It was Meyer's far-sighted counsel to lay
the foundations of recovery in the domestic
farm economy that Hoover ignored and
Roosevelt followed. Carter's ability to sur-
vive is likely to hinge on his instinct to com-
mit himself to the same priority.

Meanwhile, it is reassuring to report that
the Burns Board has been quick to check the
severity of the present farm credit crunch.
Great credit is due Steve Gardner, the un-
obstrusive but very effective vice chairman
of the board (a graduate banker himself)
for his diligence and practicality in confirm-
ing the facts and figures of the crisis condi-
tions with which the Farm Belt bankers
are now coping.

Another forgotten lesson rooted in the
history of the Federal Reserve System Is
emerging from the expedient which the sys-
tem Is adopting. It is rising to its responsi-
bilittes by pumping drafts of emergency
credit into Farm Belt districts, without prej-
udice to its over-all stance of moderation.

There's no danger of nationwide infiation
in the Fed'. prompt response to the emer-
gency need to counteract regional defiation
in the Farm Belt.

It is important to recall, however, that the
original responsibility given the Federal Re-
serve by Congress, in the days when the
supply of credit was still considered lim-
ited, was to provide relief to reglons suffer-
ing from credit stringency by redirecting
surplus liquidity from regions enjoying it.

It is instructive to recall that the Initial
form taken by the bank fallures of the early
19308 was regional. The system as a whole
never recovered from the shock adminlstered
by the debacle inr the Farm Belt, which New
York—that is, Wall Street—minimized be-
cause it happened to be enjoying a borrow-
ing boom at the time.

The Federal Reserve System has fallen
back on its original charter in devising a
rationale for coming to the aid of the Farm
Belt. It is empowered to provide seasonal
credit regionally, but not to try to run the
government. In the case of the farm crisis,
all it can do is buy time for the executive
and legislative branches to go to the under-
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lying problem of falling incomes and rising
costs. The expedlent of playlng the immedi-
ate crunch as regional and seasonal is only
that, and nothing more.

If the business cycle were still operative,
serious students of its workings would be
alarmed at the fact that the Farm Belt banks
have been squeezed out of lending power at
the outset of a new crop year.

If all were well in the moneyed world, and
the banking system were providing the neat
and orderly adjustments expected of it, the
Farm Belt banks would be chock-a-block
with excess liguldity to begin sending to
cities. The fact that they are as tight in
April as they normally expect to be in Sep-
tember is a warning even if the farm econ-
omy were self-financing on a seasonally self-
sdjusting basis, as it clearly ls not.

The stubborn error of omission which
flaws conventional economic thinking, and
the conventlional government policy-making
behind it, envisions the domestic economy
in a purely domestic frame of reference, sub-
Ject to purely domestic cross-tugs of supply
and demand.

The American farm economy s the one
consplcuous exception. Where the American
industrial economy is no more than 10 per-
cent export-dependent, if that, the American
farm economy is at least as export-depend-
ent as all the industrial economles in the
rest of the world.

It is a useful fiction for conventional
thinkers to maintaln that pumping credit
contra-seasonally into the Farm Belt will
buy time and leave It better off by October,
presuming the new farm export strategy 1s
not adopted between {iow and then. If it
is not, the seasonal period of reckoning that
will arrive at harvest time will find the farm
crunch more intolerable than 1t already is.

Historians of the Hoover debacle remind
us that the farm dissidents of that deflation-
ary period In farm income pressed for more
than the then pugzling concept of parity
with industrial income; they also advocated
& strident new approach to crop export mar-
keting.

It would be a mark of progress if our pol-
fcymakers today were to pick up from where
our farm bloc dissenters left off nearly half
& century ago, and push for an assertive new
farm export program.

The farm credit crunch of 1977 came to a
head before Carter devised his crazy-quilt
energy program.

If he knows what's good for him, and not
intolerable for the rest of the country, his
next move will be to offer the Farm Bloc an
overriding exemption from his invitation to
share the Joys of sacrifice.

MAN'S INHUMANITY TO MAN
Mr. BAYH. Mr. President, on April 8,

1875, the House of Representatives
passed a resolution designating April 24
as a “National Day of Remembrance of
Man's Inhumanity to Man.” When I ad-
dressed this issue at that time, I believed
the resolution would have served as a
proper tribute to the memories of the
millions of men, women, and children
who have been mercilessly massacred by
ruthless and tyrannical governments at
various times in history. Unfortunately,
opposition from the administration at
that time prevented us from voting on
that important resolution.

Mr. President, my interest in this sub-
ject has not diminished. President
Carter’s renewed commitment to human
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rights has enhanced our sensitivity to
social injustice throughout the world.
Therefore, I believe it would be appro-
priate if we recall the first instance of
deliberate genocide in the 20th century—
the savage slaughter of the Armenian
people by the Ottoman Turkish Empire
in 1915. By recalling this tragic event, we
may affirm anew our resolve to prevent
such brutalities from occurring in the
future. We should also recognize the
commitment of the Armenian people
throughout the world to the cause of
justice and human rights and the terri-
ble price they have paid in pursuit of
these principles. They have suffered as
few other groups in modern history.

Traditionally, Armenian-Americans
and their kin throughout the world have
observed April 24 as a day of mourning.
It was on the night of that day 62 years
ago that 200 intellectuals, community
leaders, and prominent citizens of the
Armenian community were herded into
the desert and executed. This event
marked the beginning of the Ottoman
Empire's systematic plan to extermi-
nate the whole Armenian Christian pop-
ulation within its borders.

Over the next 3 years, 1915-18, 112
million Armenians were massacred. The
entire population was uprooted from
their ancestral homeland in what is now
the eastern region of Turkey. The able-
bodied men were murdered, sometimes
in full view of their enslaved families.
Then, all the remaining women, children,
and elderly were forced to leave their
belongings and march to the remote
deserts of Der-el-Zor. Along the way,
these helpless people were subjected to
torture, rape, and slaughter by roving
bands of Ottoman soldiers., Any survi-
vors of these brutalities died one by one
from exhaustion, starvation, and disease.
As Henry Morgenthau, American Am-
bassador to the Ottoman Empire at the
time, commented:

Whatever crimes the most perverted in-
stincts of the human mind can devise and
whatever refinements of persecutions and in-
justice the most debased imagination can
conceive, became the dally misfortunes of
this devoted people. I am confident that the
whole history of the human race contains
no such horrible episode as this. The great
massacres and persecutions of the past seem
almost insignificant when compared to the
sufferings of the Armenian race in 1915.

Beyond the brutal deportations and
heinous murders, the Ottoman Govern-
ment attempted to obliterate all traces of
the 3,000-year-old Armenian civilization.
Libraries, churches, and schools were de-
stroyed. Books, paintings, and irreplace-
able historical treasures were burned.
Every possible attempt was made to wipe
out any trace of the Armenian people—
who are perhaps the oldest of the civil-
ized races in Western Asia and were the
first nation in the world to accept Chris-
tianity as its state religion.

Nevertheless, despite the odious crimes
of the Ottoman Government, the Arme-
nian people survived. In 1918, through
the efforts of President Woodrow Wilson,
the boundaries for a free and independ-
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ent Armenia were established. The little
republic was formally recognized by the
United States. However, weakened and
demoralized by the genocide, the Repub-
lic of Armenia fell 2 years later—this
time to the Soviet Union. Today, there
are tens of thousands of Americans that
are of Armenian descent living in the
United States, enjoying and upholding
the principles of liberty and justice we
all cherish so dearly, but the scars of the
crimes committed against their ancestors
and kin still remain.

Mr. President, the world must never
forget the gruesome brutality and in-
justices suffered by the Armenian people,
nor musf, the world ever forget the other
atrocities committed against humanity
in this century or any other century.
When President Carter addressed the
United Nations, he said:

The search for peace and justice also means
respect for human dignity. All the signatories
of the United Natlons Charter have pledged
themselves to observe and to respect baslc
human rights. Thus, no member of the
United Nations can claim that mistreatment
of its citizens is solely its own business.
Equally, no member can avoid its responsi-
bilities to review and to speak when torture
or unwarranted deprivation occurs in any
part of the world.

Unfortunately, we cannot remake the
past. However, man can use the past to
remind him of crimes that must not be
repeated in the future. In rededicating
ourselves to human rights, we are right-
fully pledged to opposing all human atro-
cities, We must remain vigilant in this
pursuit.

SUPPORT FOR
MENTS FOR
WORKERS

Mr. HUMPHREY. Mr. President, re-
cently, the United Cerebral Palsy Asso-
ciation held its annual conference in
Washington. The UCPA delegation from
Minnesota provided some very helpful
direct testimony on the needs and con-
cerns of the handicapped of my State.

Among their concerns was the contin-
uing problem of disincentives built into
our income maintenance programs so
that handicapped workers in sheltered
workshops not only earn an average far
below the minimum wage, but lose other
benefits when they increase those
earnings.

These comments underline the neces-
sity of introducing work incentives for
handicapped persons who are employed
on a long-term basis in sheltered work-
shops. Under present programs, many of
these individuals would be better off fi-
nancially if they did not work at all.
They work, because they want to make a
contribution and they want to earn their
own living. But they also want, as all of
us do, to be able to live in reasonable
comfort and security. I believe that the
wage demonstration program I have pro-
posed as an amendment to the Rehabili-
tation Act of 1973 will be a tremendous
help to this neglected group of under-
paid working Americans who have a po-
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tential and a strong desire to increase
their productivity and their earnings.

I have also received a letter from Mr.
August W. Gehrke, assistant commis-
sioner for Vocational Rehabilitation in
in Minnesota, in which he reports en an
action taken by the advisory con_lmitbee
that meets regularly to provide his office
with the consumers’ viewpoint. I am
pleased to report that this committee,
which knows firsthand the problems of
the handicapped, voted unanimously in
support of my wage supplement proposal.

Mr. President, I ask unanimous con-
sent that Mr. Gehrke's Ietter be printed
in the RECORD.

There being no objection, the letter
was ordered to be printed in the Recorp,

as follows:
St. PauL, MINN.,
April 15, 1877.
Re S. 506, wage supplement bill.
Hon. HuserT H. HUMPHREY,
Old Senate Office Building,

Washington, D.C.
DEAR Ssm:roa HumpPEREY: The Division of

Vocational Rehabilitation Consumer Ad-
visory Committee is an organization of han-
dicapped persons who meet together for the
specific purpose of providing DVR with the
consumers’ perspective on lissues affecting
Vocational Rehabilitation in Minnesota. The
Advisory Committee has membership
throughout the state and is made up of in-
dividuals recommended by the various con-
sumer organizations. A listing of the com-
mittee members and their respective affilia-
tions is included st the conclusion of this
letter.

At its April 9 meeting, the Committee re-
viewed S. 506, your bill on wage supplements
for the handicapped, and voted unanimously
to go on record as being in support of the
bill, and that this information be forwarded
to you.

'Ighe following are the members of the DVR
Consumer Advisory Committee:

Douglas Bahl, Faribault DVR Client.

Sharon Braledy, Minneapolis, former
client, now & DVR Counselor.

Kay Brown, St. Paul, former client, now
Client Ombudsman

Joyce Engstrom, Minneapolis, Little People
of America,

Sharon Hardy, Golden Valley, Speak Up.

Robert Lundell, New Hope (Chairman}),
Handi-Action.

Jeremiah MecShane, Minneapolis, North
Country Chapter of National Paraplegla
Foundation.

Lloyd Moe, Duluth, Minn. Assn. of the
Deaf.

Ruth Moore, Duluth, Disabled Students
Committee, U. of M. at Duluth,

Clifford Poetz. Minneapolls, Minn. Assn.
of Retarded Cltizens.

Richard Ramberg, Minneanolis, Minnesota
State Council for the Handicapped.

Bcott Rostron, Coon Rapids, United Han-
dicapped Federation.

Lois Weber, Mankato, former clent, now
a DVR Secretary.

James Steiner, St. Cloud, former client,
now Program Director at Opportunity Train-
ing Center, St. Cloud.

Thank you for your continuing interest
and support for programs for the natlon’s
handicapped.

Sincerely,
AvcusT W. GEHREE,
Assistant Cnmmissioner for Vocational
Rehabilitation.
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THE RECENT FEDERAL PAY
INCREASE—A COMMENT

Mr. ROBERT C. BYRD. Mr. President,
article I of the U.S. Constitution provides
that “the Senators and Representatives
shall receive a compensation for their
services, to be ascertained by law.”

The subject of congressional pay was
one of considerable discussion at the Con-
stitutional Convention in 1787. In the
years that have followed, the subject of
an increase in pay for Members of Con-
gress has always been a sure-fire target
for public criticism, Sensitivity to such
criticism is manifestly evident from the
fact that, during the 188 years from the
1st Congress in 1789 to the 95th Congress
in 1977, Members of Congress have re-
ceived only 14 pay raises—three of which
were subsequently repealed, and another
of which was temporarily reduced during
the Depression. Therefore, there have
been only 11 “permanent” salary in-
creases for Members of Congress since
the First Congress met in 1789.

On February 20, 1977, a Federal salary
increase became effective, in accordance
with the 1967 Quadrennial Comraission
Law. That Federal salary increase in-
cluded an increase in pay for Members
of Congress, effective March 1, 1877, and,
as could be expected, congressional critics
have had a field day. The congressional
pay increase has evoked a storm of pro-
test, but I have not seen or heard one
word, written or spoken, attacking the
increase in pay for executive or judicial
officials which was part of the package
that included the pay raise for Members
of Congress. Critics of the pay increase
have also bitterly castigated Congress for
the procedure by which the increase was
effectuated, averring that it was put
through by some devious artifice “with-
out a vote.” A good bit of the criticism
has been unfair and, I suspect, is the
product of a chronie cynicism on the part
of some who seemingly delight in attack-
ing Congress for any reason or, indeed,
for no reason at all, and who refuse to
apply objective reasoning to any con-
sideration of the subject of a pay increase
for Members.

On the other hand, much of the criti-
cism has come from well-meaning citi-
zens and is probably based on a lack of
knowledge of the facts necessitating the
increase and the procedure by which the
increase went into effect. As one who,
during a quarter of a century of service
in Congress, had never supported a con-
gressional pay increase prior to the Feb-
ruary 20 increace, I believe that the pub-
lic, which pays the bills of Government,
is entitled to an understanding of the
facts supporting both the “increase” in
congressional compensation and the
“procedure™ by which the increase in
salary became effective. First, the pro-
cedure,

THE "PROCEDURE"

Prior to 1967. Members of Congress
were in the politically intolerable posi-
tion of having to both set and vote their
own salary levels—an obvious confiict of
interest situation. The possibility of such
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a conflict of interest did not escape the
attention of the authors of the US.
Constitution. According to Farrand, in
“The Records of the Federal Convention
of 1787, revised edition, no less an il-
lustrious sage than James Madison—
“father” of the Constitution—observed
that, in regard to Members of the Con-
gress, “to leave them to regulate their
own wages was an indecent thing, and
might in time prove a dangerous one.”
He thought “wheat or some other article
(of which) the average price throughout
a reasonable period preceding might be
settled in some convenient mode, would
form a proper standard.” At one stage of
the work of the Committee of Detail, the
wages of Senators were to be determined
as follows:

At the beginning of every sixth year ...
the supreme judiciary shall cause a special
jury of the most respectable merchants and
farmers to be summoned to declare what
shall have been the averaged value of wheat
during the last six years , . . And for the
six subseguent years, the Senators shall
recelve per diem the averaged value of bush-
els of wheat.

Elbridge Gerry, a delegate to the Con-
vention from Massachusetts, stated the
objections which determined him to
withhold his name from the Constitu-
tion, one of which was “the unlimited
power of Congress over their own com-
pensations.”

Having Members vote on their own
pay increases has always invited politi-
cal grandstanding, posturing, and dem-
agoguery—both by Members and po-
tential opponents—thus feeding public
opposition to congressional pay in-
creases. As a result, congressional sal-
aries have always lagged far behind
comparable positions of responsibility in
the private sector. :

In an effort to avoid the historical
salary lag and to remove the conflict-of-
interest situation in which Members
must set and vote their own salaries,
the guadrennial commission law was
enacted in 1967, and the Executive Sal-
ary Adjustment Act was enacted in
1975. The quadrennial commission is a
blue ribbon, private citizens’ commis-
sion, composed of nine members, which
meets every 4 years to recommend pay
levels for Members of Congress as well
as for other high Government officials
in the executive and judicial branches
whose pay is tied directly or indirectly to
the pay of Congressmen. The commis-
sion’s recommendations are submitted
to the President, who can accept them or
change them. The President then may
submit the recommendations to Con-
gress.

In January, the President submitted
pay recommendations to Congress. Un=-
der the then existing law, unless either
the House or Senate disapproved within
come effective. At that time, Congress
30 days the recommendations would be-
was not required by law to take any
action, nor could it increase or decrease
the proposed pay levels. Under the law,
it could only vote to disapprove the
President’s recommended adjustments.
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Neither House disapproved the recom-
mended pay increase and when the 30
days expired on February 20, the in-
crease for Members of Congress became
effective on March 1, 1977.

Incidently, subsequently, on March 30,
the Senate passed legislation, which has
now become law, requiring a congres-
sional vote, up or down, on all future
congressional pay raises, This, in effect,
reintroduces the problems that the au-
thors of the U.S. Constitution sought to
avoid, and the Quadrennial Commission
Law of 1967 sought to solve.

Under the Executive Salary Adjust-
ment Act of 1975, Members of Congress,
Federal judges, and other high Govern-
ment officials automatically receive the
same government-wide percentage pay
increase granted to civil service workers
under the Federal Pay Comparability Act
of 1970. Under the Federal Pay Com-
parability Act, the Directors of OMB and
Civil Service and an Advisory Committee
on Federal Pay recommend adjustments
in Federal employee pay scales to keep
them comparable to those in the private
sector. The President then must issue an
Executive order putting the salary rec-
ommendations into force by October of
each year unless he deems the change
inappropriate, in which case he must
make an alternative proposal which takes
effect automatically unless rejected by
either House of Congress. The Senate has
already passed a bill rejecting the up-
coming October cost-of-living increase
for all officials—including Members of
Congress—who received the March 1,
1977 increase.

In 19975, congressional salaries went
from $42,500 to $44,600—because of the
S-percent increase recommended by
President Ford under the Executive
Salary Adjustment Act. Under the pay
increase which went into effect on
March 1 of this year—to which I have
already alluded—congressional salaries
went to $57,500—an increase of 29 per-
cent—as recommended by the Quad-
rennial Commission, and as proposed by
President Ford and supported by Presi-
dent Carter. Although there was no
House vote on the pay increase—mnone
then being required by law—two votes
did occur, confrary to widespread mis-
understanding, in the Senate. By a vote
of 56 to 42, on February 2, a proposal
to disapprove the proposed pay increase
was tabled. A subsequent proposal to re-
peal the pay increase was tabled on
March 30 in the Senate by a vote of 53
to 41. I supported the President’s pro-
posed pay increase for Members of Con-
gress, and, therefore, voted to table the
proposal to disapprove the pay increase
and I voted to table the subsequent pro-
posal to repeal the pay increase, which
had, by then, gone into effect.

In summary, the procedure by which
the salary increase went into effect was
one which, in 1967, was established and
designed to take congressional pay in-
creases “out of politics.” That was then
the hue and cry. Today, the hue and cry
has been reversed. Members of Congress,
we are told, “should have to vote” their
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own pay increases—an obvious conflict of
interest, “Catch 22" situation. Even some
of the Members have joined in the public
clamor—some claiming to deplore the
pay raise; others expressing indignation
because, in their words, “there should
have been a vote.” The fact is, as has
already been stated, no vote was required
under the law which many of these same
protesting Members themselves helped to
enact in 1967; yet, as I have pointed out,
in the Senate, there actually were two
votes—indirectly, on tabling motions, but
votes, nevertheless.

No Member is forced to accept the pay
increase. Any Member who professes op-
position to the increase in pay, may—
and, indeed, should—simply write a
letter to the Treasurer of the United
States each month, enclose a check, and
return the money.

THE INCREASE

The misnamed “Congressional Pay In-
crease” was, more accurately a Federal
pay increase affecting 2,496 high level
positions in all three branches of Gov-
ernment—including Congress—and 20,-
365 upper-grade Federal employees
whose pay is tied to congressional sal-
aries. The 535 Members of Congress ac-
tually constitute, then, only 2 percent of
the total number of officials covered by
the increase, and the $7.8 million cost
of the congressional pay increase repre-
sented only T percent of the total Federal
pay increase. Still, the criticism has cen-
tered wholly on the Congressional pay
hike—described by critics as “whopping”
and “lavish”.

Actually, the 29-percent increase for
Congress was the first since 1969, with
the exception of the one 5-percent in-
crease in 1975 which I have referred to
earlier. Meanwhile, during that same
8-year period, the cost of living rose 61
percent. Had congressional salaries kept
pace with living costs since 1969, s Mem-
ber’'s salary would now be $68,000, rather
than the current $57,500. In that same
period since 1969, the pay for blue collar
workers went up 70 percent; civil service
employees, 66 percent; business execu-
tives, 59 percent; white collar workers, 55
percent; Governors and other State offi-
cials, 40 percent; and broadcasters and
news reporters, over 80 percent.

Is $57,500 too much fo pay your Con-
gressman? Members of Congress may be
likened to the board of directors of the
world’s largest corporation—one with a
$500 billion budget and producing £2
trillion in goods and services for 215 mil-
lion people. Yet, 400 top corporate offi-
cials in the United States receive annual
salaries over $200,000; and 100 receive
over $400,000 each. A Member of Con-
gress works, on the average, 10 to 12
hours daily, usually six, and sometimes
T days a week,—I, myself, work more
than 80 hours, every week. Every Member
of Congress makes decisions affecting the
general welfare of all 215 million Amer-
icans. He receives from 5,000 to 20,000
letters, telegrams, and postcards a week
dealing with every subject under the
Sun, from social security to saccharin,
and he is expected to meet and talk with
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his share of the 4 million constituents
who visit the Capitol and congressional
office buildings each year.

He listens alike to the sober and the
inebriate caller; and he reads the mail
of the thoughtful citizen as well as
the abusive correspondence from the
thoughtless. He makes financial contri-
butions to many worthy causes. He is
criticized if he stays in Washington foo
much and criticized if he is not in Wash-
ington to answer all of the rollcalls.
He is expected to be able to solve
every personal problem—ranging from
a constituent's marital difficulties to
the restoration of an operator’s license
for the motorist caught driving while
drunk. He suffers the inflation common
to all, but, by virtue of his office, is sub-
ject to financial demands uncommon to
most. Then why does he take the job?
The answer: Most Members are dedi-
cated to a career of public service; but
increasingly, Members of Congress are
choosing not to run for reelection
rather than continue to endure the frus-
tration and abuse that go with the job.

Again, is $57,500 too much to pay
your Congressman? Actually, when the
fire and brimstone are cleared away, the
pay increase for Congress costs 7 cents
for each of the 113 million tax returns
filed annually.

We all know about movie stars and
television entertainers who are paid
hundreds of thousands of dollars an-
nually., Many sports professionals re-
port annual earnings in excess of $100,-
000. Is their value to the public greater
than that of Members of Congress? Or
has our sense of values gone haywire?

I realize ;that the $57,500 salary of a
Member of Congress sounds big—and
indeed it is a big salary. However, let us
look at the situation of a Member of
Congress more closely. On the average,
40 percent of the monthly pay of a
Senator is deducted for retirement,
health and life insurance, Federal and
State income taxes. His Federal income
taxes are in a high bracket. For example,
in the last 6 years I have paid $92,164.19
in Federal and State income taxes. Many
Members have to maintain two residen-
tial properties—one in the home State
and one in the Washington area. For
those Members who do maintain residen-
tial properties in their home States—and
I do not—the upkeep on the property
at home for fire insurance, property
taxes, utilities and repair bills is a con-
stant cost, in addition to the cost of
maintaining a home or apartment in the
Washington area, where real estate costs
and real estate taxes are exorbitant.

Moreover, the cost of living in Wash-
ington is higher, generally, than the cost
of living in many of the areas repre-
sented by Members of the House and
Senate, and, in addition, there are many
financial burdens that go with serving
in the Congress. For example, when
constituents come to Washington, Mem-
bers of the House and Senate are often
expected to entertain those constituents.

Fortunately, my wife and I were able
to send our two daughters to college a
good many years ago when the costs of
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tuition and books were much less than
they are today. But, younger Members
of the House and Senate are not so for-
tunate in this regard.

I mention these things in an attempt
to more accurately portray the financial
situation that confronts Members of
Congress—especially those who are not
wealthy. Nevertheless, many Members of
Congress would find it difficult, polit-
ically to cast a vote for a pay increase
for themselves. Speaking for myself, it
would have been easier for me to have
opposed the President’s pay increase for
Members of Congress than to have sup-
ported it.

The question may be asked, why, after
having opposed all previous pay increases
during 25 years in Congress, did I sup=
port this most recent one? I supported
it for the following reasons:

First. The increasingly wide disparity
between congressional pay and pay for
comparable positions outside Congress
had become so great that I felt it was
time to take a step in the direction of
closing the gap.

Second. It is becoming more and more
difficult to attract qualified people to,
and retain qualified people in, many
high-level and upper-grade positions in
the executive and judicial branches in
view of the fact that the salaries for
those positions are tied, by law, directly
or indirectly, to the pay levels of Mem-
bers of Congress. As a result, because of
the salary lag, the Federal Government
has been losing some of its best people.
I have been advised that in the last 3
years, 4 of the 11 Institute directorships
at the National Institutes of Health had
become vacant and that 85 out of 87
outside candidates had refused the posi-
tions due to the low pay. The Director-
ship of the Institute of Cancer Research,
for example, was vacated because the
then Director could not maintain his
family on the low pay. So, he leff the
position in order to take a position that
would pay more, The Social Security Ad-
ministration lost 9 out of 19 of its most
senior civil service employees at one time
last year, with 30 candidates refusing the
job because of the low pay. The legis-
lative branch continuously loses some of
its most able support personnel because
of higher salaries available to them in
the business community. So, the lag in
congressional salaries was creating a
crisis in other areas of Government.

Third. Increasingly, only the wealthy
will be able to serve in Congress unless
the salary is made sufficient to sustain
men and women of limited financial
means from all walks of life.

Fourth. Election to Congress is one
of the highest honors that can be be-
stowed by the people upon any man or
woman. But, the honor itself is not al-
ways sufficient to attract and retain the
best brains and the most capable and
dedicated servants. The pay must be
commensurate with the high respon-
sibilities that go with the job. As in
most everything else, the people get
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just about what they pay for; and the
American people deserve the best in
their national legislative branch.

Mr. President, in the final analysis,
most Members of Congress are dedi-
cated, hard working and conscientious,
and have a high sense of duty. They
are often deserving of constructive
criticism and they expect to receive it.
But they are subjected also fo much
criticism that is unwarranted and un-
fair. The recent salary increase is such
an instance.

e e — e

COMMITTEE MEETINGS DURING
SENATE SESSION
SUBCOMMITTEE ON SCIENCE TECHNOLOGY AND
SEPACE

Mr. ROBERT C. EYRD, Mr. President,
I have cleared these two requests with
the able minority leader.

I ask unanimous consent that the Sub-
committee on Science, Technology, and
Space of the Commerce Committee be
authorized to meet during the afternoon
of Wednesday, May 4, 1977, while the
Senate is in session.

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

COMMITTEE ON ARMED SERVICES

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the Com-
mittee on Armed Services be authorized
to meet during the session of the Senate
on April 28 and April 29.

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

AUTHORIZATION FOR COMMITTEES
TO FILE REPORTS UNTIL MID-
NIGHT TONIGHT

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the com-
mittees may be authorized to have until
midnight tonight to file reports.

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

ORDER FOR RECORD TO REMAIN
OPEN UNTIL 6 P.M.

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that Senators
may have until 6 o'clock p.m. today to
submit statements, bills and resolutions,
petitions and memorials for the Recorp.

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

PROGRAM
Mr. ROBERT C. BYRD. Mr. Presi-
dent, the Senate will convene at the hour
of 10:30 a.m., tomorrow. After the two
leaders or their designees have been rec-
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ognized under the standing order, there
will be a period for the transaction of
routine morning business not to extend
beyond the hour of 11 a.m., with state-
ments therein limited to 5 minutes each.
ORDER FOR NO STATEMENTS TO COME OVER
UNDER THE RULE TOMORROW

I ask unanimous consent that no state-
ments come over under the rule.

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

CONSIDERATION OF H.R. 3477 TOMORROW

Mr. ROBERT C. BYRD. At the hour
of 11 a.m,, the Senate will resume con-
sideration of the bill HR. 3477. The
pending question at that time will be on
the amendment by Mr. Javirs and Mr.
DanrorTH, amendment No. 200, as modi-
fied. There is a time limitation of 2 hours
for debate on that amendment, with
the vote to occur, up or down, at the
hour of 1 pm., tomorrow.

Mr. President, it is the hope on the
part of the leadership, certainly, that
the Senate will complete action on this
bill this week. It is anticipated that the
Senate will stay in late tomorrow; will
come in early on Thursday and will stay
in late Thursday; will come in on Fri-
day and stay in late on Friday, in an
effort to complete action on the bill.

I think that is about all I can say,
except to add that several rollcall votes
can be anticipated tomorrow, Thursday,
and Friday, on amendments and motions
relating to the bill.

There are other matters which could
come up, of course. Conference reports
are privileged maitters and can be
brought up at any time and other meas-
ures that may be cleared for action may
be brought up.

That about sums it up, I think, as far
as tomorrow is concerned and the rest
of the week.

e ——— m—

RECESS TO 10:30 AM. TOMORROW

Mr. ROBERT C. BYRD. Mr. President,
if there be no further business to come
before the Senate, I move, in accordance
with the previous order, that the Senate
stand in recess until 10:30 a.m. fomorrow.

The motion was agreed to; and at 4:31
p.m., the Senate recessed until tomorrow,
Wednesday, April 27, 1977, at 10:30 a.m.

CONFIRMATIONS

Executive nominations confirmed by

the Senate April 26, 1977:
DEPARTMENT OF JUSTICE

Andrew J. Chishom, of South Carolina, to
be U.S. Marshal for the district of South
Carolina for the term of 4 years.

The above nomination was approved sub-
ject to the nominee’s commitment to respond
to requests to appear and testify before any
duly constituted committee of the Senate.
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