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Rules and Administration 

To resume joint hearings with the House 
Administration Committee on S. 1436 
and H.R. 4572, measures to provide for 
improved administration of public 
printing services and distribution of 
public documents. 

345 Cannon Building 
Joint Economic 

To resume hearings on the Consumer 
Price Index figures, and on infiation
ary trends. 

9:30 a.m. 

6226 Dirksen Building 

JULY 27 

Commerce, Science, and Transportation 
Science, Technology, and Space Subcom

mittee 
To resume hearings on S. 1215, to estab

lish a uniform Federal policy for the 
management and utilization of inven
tions developed under Federal con
tracts. 

235 Russell Building 
Labor and Human Resources 

Business meeting, to mark up S. 1075, to 
require drug companies to conduct 
postmarketing and scientific investi
gations of approved drugs, to transmit 
drug information to patients and doc
tors, and to provide more education to 
doctors and health professionals re
garding the use of a~proved drugs; and 
S. 446, to provide legal protection to 
the employment rights of handicapped 
citizens. 

4232 Dirksen Building 
10:00 a.m. 

Banking, Housing, and Urban Affairs 
To continue hearings on S. 524, 581, and 

730, bills to provide financial assist
ance for the development and con
servation of energy programs, and sec
tion 9 of S. 750, to require the use of 
fuel sources which are renewable in 
the distillation process of alcohol for 
motor fuel, and other related proposed 
legislation. 

5302 Dirksen Building 
Energy and Natural Resources 
Energy Conservation and Supply Subcom

mittee 
To receive testimony from officials of 

the Harvard University, School of 
Business on a 6-year review of energy 
resources. 

3110 Dirksen Building 

JULY 30 
9:15 a.m. 

Governmental Affairs 
To hold hearings on S . 930, to restrict 

free Federal em:;:loyee parking. 
3302 Dirksen Building 

10:00 a.m. 
Commerce, Science, and Transportation 
Aviation Subcommittee 

To hold hearings on S. 1300, proposed 
International Air Transportation 
Competition Act. 

9:30 a.m. 

235 Russell Building 
JULY 31 

Commerce, Science, and Transportation 
Science, Technology, and Space Subcom

mittee 
To resume hearings on S. 663, to estab

lish an Earth Data and Information 
Service which would supply data on 
the Earth's resources and environ
ment. 

6226 Dirksen Building 
Labor and Human Resources 
Handicapped Subcommittee 

To resume oversight hearings on the im
plementation of the Education for All 
Handicapped Children Act of 1975 
(P.L. 94-142). 

10:00 a.m. 

4232 Dirksen Building 
AUGUST 1 

Commerce, Science, and Transportation 
Aviation Subcommittee 

To resume hearings on S. 1300, proposed 
International Air Transportation Com
petition Act. 

10:00 a.m. 

235 Russell Building 

AUGUST 2 

Commerce, Science, and Transportation 
Aviation Subcommittee 

To continue hearings on S. 1300, pro
posed International Air Transporta
tion Competition Act. 

235 Russell Building 

SEPTEMBER 12 
9:00 a.m. 

Veterans' Affairs 
To hold hearings on S. 759, to provide 

for the right of the United States to 
recover the costs of hospital nursing 
home or outpatient medical ca.re 
furnished by the Veterans' Adminis
tration to veterans for non-service-

connected disabilities to the extent 
that they have health insurance or 
similar contracts. 

457 Russell Building 

SEPTEMBER 25 
11:00 a..m. 

Veterans' Affairs 
To resume hearings on fiscal year 1980 

legislative recommendations for veter
ans' programs. 

10:00 a..m. 

5110 Dirksen Building 

CANCELLATIONS 

JULY20 

Energy and Natural Resources" 
Energy Research and Development Sub

committee 
To continue hearings on Title 8, to pro

mote the use of gasohol in the United 
States, of S. 1308, to provide for the 
development of domestic energy sup
plies. 

3110 Dirksen Building 
Labor and Human Resources 
Education, Arts, and Humanities Subcom

mittee 
To mark up S. 1386, authorizing funds 

through fiscal year 1985 for the Na
tional Endowment for the Arts, and 
the National Endowment for the Hu
manities; and S. 1429, authorizing 
funds through fiscal year 1982 for Mu
seum Services. 

Room to be announced 

JULY 18 
2:00 p.m. 

Energy and Natural Resources 
Energy Research and Development Sub

committee 
To resume hearings on title 8, to pro

mote the use of gasohol in the United 
States, of S. 1308, to provide for the 
development of domestic energy sup
plies. 

3110 Dirksen Building 

JULY 24 
9,:30 a.m. 

Labor and Human Resources 
To resume hearings on S. 446, proposed 

Equal Employment Opportunity for 
the Handicapped Act. 

4232 Dirksen Building 

SENATE-Thursday, July 12, 1979 

The Senate met at 10 a.m .. on the ex
pir':l.tion of the recess, and was called to 
order by Hon. WILLIAM PROXMIRE, a Sen
ator from the State of Wisconsin. 

PRAYER 
The Chaplain, the Reverend Edward 

L. R. Elson, D.D., offered the fallowing 
prayer: 

Almighty God, Lord of all life, Ruler 
above all men and all nations, let not the 
magnitude nor the gnvity of our prob
lems deter us from courageous and crea
.tive action. But show us the way through 
the maze of conflicting forces until we 
find light and order and well-being for 
the Nation. May a loyal and disciplined 

<Legislative day of Thursday, June 21, 1979) 

people join the Chief Executive ':l.nd a 
wise Congress to concert the best meas
ures for the Nation and the world. 

This day and always, may the words 
of our mouths and the meditations of 
our hearts be acceptable in Thy sight, 
0 Lord, our strength and our Redeemer. 
Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will ple'l.se read a communication to the 
Senate from the President pro tempore 
<Mr. MAGNUSON). 

The second assistant legislative clerk 
read the following letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, D.C., July 12, 1979. 
To the Senate: 

Under the provisions of rule I, section 3, 
of the Standing Rules of the Senate, I hereby 
appoint the Honorable WILLIAM PROXMIRE, a. 
Senator from the State of Wisconsin, to per
form the duties of the Chair. 

WARREN G. MAGNUSON, 
President pro tempore. 

Mr. PROXMffiE thereupon assumed 
the ch'.lir as Acting President pro 
t~mpore. 

RECOGNITION OF THE MAJORITY 
LEADER 

The ACTING PRESIDENT pro tem
pore. Under the previous order, the ma-

• This "bullet" symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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jority leader is recognized for not to ex
ceed 2 % minutes. 

THE JOURNAL 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I ask unanimous consent that the 
Journal of the proceedings be approved 
to date. 

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

FOOD EXPORTS STRENGTHEN U.S. 
TRADE BALANCE 

Mr. ROBERT C. BYRD. Mr. President, 
recently the U.S. Department of Agricul
ture announced that American food ex
ports will be much higher this year than 
originally predicted. This is good news 
not only for the agricultural sector, but 
for the entire economy. Such exports will 
help to stabilize the dollar abroad, and 
improve our balance of payments. 

The capacity of the United States to 
produce and export large quantities of 
essential food supplies is unmatched by 
any other country in the world. Through 
both private and public facilities , raw 
agricultural products have been made 
available to foreign countries which are 
not blessed with our abundance. 

Both in the area of trade and in the 
area of assistance, the United States has 
provided high quality goods and farm 
technology to other countries. The food 
for peace program, now celebrating its 
25th year, has been particularly impor
tant in this regard. 

Our food exports have traditionally 
been the largest positive item in the U.S. 
balance of trade. Exports in 1978 set an 
all-time record-nearly $28 billion worth 
of food was sold abroad. This year the 
picture looks even better, as total exports 
of food could reach $35 billion or more. 

Worldwide weather problems account 
for some of the projected increase in 
food exports. The bumper wheat crop 
harvested in the United States last year 
is finding good markets in developed 
countries, as well as poor nations. Food 
sales to developed countries such as 
Japan and the United Kingdom provide 
a good return for American farmers , and 
help alleviate shortages in countries hit 
by bad weather. 

In addition, exports to developed coun
tries are a direct counterbalance to the 
goods we import from them. The drag on 
our economy caused by large oil imports 
is reduced as food exports expand. 

Competition in world trade has become 
more pronounced in the last decade. We 
certainly do not shrink from healthy 
competition in the marketplace. The 
United States leads the world in food 
production and has proved its ability to 
trade on fair terms for the benefit of all 
involved. A vigorous food export policy 
helps insure that we can continue to lead 
in this area. 

RECOGNITION OF THE MINORITY 
LEADER 

The ACTING PRESIDENT pro tem
pore. Under the previous order, the 
minoritv leader js recognized for not to 
exceed 2% minutes. 

THE SENA TE BUSINESS 
Mr. BAKER. I thank the Chair. 
Mr. President, I will use only a part of 

that time. We have previously notified 
Members on this side of the aisle to ex
~ect a session of the Senate on Saturday. 
Might I take this opportunity to inquire 
of my friend and colleague, the distin
guished majority leader, if it is still his 
expectation that the Senate will indeed 
te in session on Saturday of this week? 

Mr. ROBERT C. BYRD. It certainly is. 
You can tell them to keep their seats 
warm. I will ask the distinguished minor
ity leader to help me work on a schedule 
to the extent that we can have plenty of 
work to do. We have the military con
struction authorization bill. How long 
that will be before the Senate, I do not 
know. It depends upon what happens 
with the Davis-Bacon proposition. 

We have backed up three housing bills. 
Behind them we have, any time there is a 
gap, a nomination on the Executive Cal
endar which can be taken up by a motion, 
which is not debatable. That nomination 
might require a rollcall vote and, of 
course, the nomination will be debatable. 

I would prefer to be able to put some
thing in behind the housing bills and 
ahead of the nominations to give Mr. 
HUMPHREY a chance to work his problem 
out with his colleagues. 

Mr. BAKER. Mr. President, I thank 
the majority leader. 

I believe with that information, the 
earlier advice to the Republican Mem
bers still stands; that is, there is a vir
tual certainty that there will be a session 
of the Senate on Saturday. 

Mr. ROBERT C. BYRD. Yes. I believe 
that is good advice to give, and I will also 
give it to my colleagues on this side of 
the aisle. I hope we can schedule legis
lation to be taken up during that time. 

Mr. BAKER. I hope so. We will work on 
that today. 

Mr. President, I have no further re
quirement for my time under the stand
ing orAer, and I yield back the remainder 
of my time. 

Mr. ROBERT C. BYRD. Mr. President, 
I am glad to see my colleague back from 
his visit to his grandmother who cele
brated her lOOth birthday. I understand 
she stood on her feet for 3 hours thank
ing the well-wishers. 

Mr. BAKER. Mr. President, if I could 
reclaim a few seconds of my time, I 
would confirm what the majority leader 
said. My grandmother is 100 years old 
and 1 day. 

They had a reception at the Lambda 
Chi Alpha fraternity house at the Uni
versity of Tennessee. She was a house
mother there in the 1930's. There were 
about 500 people there. Arrangements 
were made to be sure she was not over
taxed. Instead. she stood in line for 3 
hours and shook hands. 

She is bright and alert, and promised 
to be present at the celebration of my 
lOOth birthday. 

RECOGNITION OF SENATOR 
EAGLETON 

The ACTl:NG PRESIDENT pro tem
pore. Under the previous order, the Sen-

ator from Missouri <Mr. EAGLETON) is 
recognized for not to exceed 15 minutes. 

SCOWS OF DESPAffi: THE BOAT 
PEOPLE 

Mr. EAGLETON. Mr. President, a few 
months ago, I took the fioor to discuss 
the tragic state of affairs of Cambodia. 
At that time, I suggested that if history 
were any indicator, the suffering in Cam
bodia was far from over. Today, I am 
sorry to say that my prediction has come 
painfully true. 

As I speak, the flood of refugees from 
Indochina continues to swell. The suffer
ing is immense; indeeed, it is almost im
possible to imagine how their plight could 
be any worse. But it is growing worse, as 
tens of thousands of a gentle race flee 
from a once-gentle land. Driven by war, 
famine, and oppression, more than 700,-
000 ethnic Chinese have left Indochina 
since South Vietnam fell in 1975. The 
specter of starvation and the certainty 
of death goad them onward, and they 
have nowhere to go but to the sea. These 
are people, not lemmings-they are driv4 

en to the shores not by instinct, but by 
fear. They fear extermination. They fear 
heartless, unspeakable cruelties. 

As caring, compassionate citizens of the 
world, we must share their fear. There 
are eerie and horrible parallels between 
the flood of refugees from Indochina 
and the masses of Jews expelled from 
Germany in the 1930's. The awful mem
ory of the Nazi holocaust still burns 
in our hearts and minds. If the con
tinuing flow of refugees is keeping a 
second such unspeakable horror from 
being visited upon the Earth, we can 
only pray that the flow will continue. 

But what good does it do these refu
gees to escape persecution in their home
land, only to be herded like beasts onto 
dilapidated, rancid scows and left to die 
at sea? What are the odds against their 
surviving perilous journeys in these 
ramshackle vessels? Are they any better 
off than if they had remained at home? 
Can the sea off er them any real hope, 
when an estimated 200,000 of their kin 
and countrymen already have died, vic
tims of storms, piracy, disease, or star
vation? 

Clearly, we have a moral obligation to 
off er them hope and to welcome them to 
our shores. They are not visiting us as 
chance strangers, after all. We were not 
necessarily welcome guests when we vis
ited them between 1969 and 1973, leav
ing their land scarred by bombs and 
pesticides and their society scarred by 
death and political upheaval. President 
Carter recently doubled our refugee 
quota, raising it from 7,000 to 14,000 a 
month. This is no token gesture, but 
neither is it total restitution for the 
grief and agony our Nation visited on the 
Indochinese. 

In addition to our moral obligation to 
give a hand to the refugees from Viet
nam, we have an American tradition of 
hope for the disheartened and dispos
sessed. In New York harbor stands a 
magniftcen t , generous woman-the 
Statue of Liberty, the "Mother of Exiles." 
Inside the pedestal on which she proudly 
stands, there is a bronze plaque bearing 
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a sonnet written by the American poet 
Emma Lazarus in 1883, shortly before 
France presented the statue to the 
United States. Emma Lazarus may not 
be among the best known of American 
poets, but the last five th dering lines 
of her sonnet are familiar to every 
American school child: 
Give me your tired, your poor, 
Your huddled masses, yearning to breathe 

free, 
The wretched refuse of your teeming shore. 
Send these, the homeless, tempest tossed to 

me; 
I lift my lamp beside the golden door! 

That door stands open to the Indo
chinese refugees today, and I do not rise 
to belittle our country's efforts in this 
hour of need. I do rise, Mr. President, to 
plead the desperate case of the boat peo
ple to our sister nations, many of whom 
have yet to show the refugees the com
passion which is the hallmark of civilized 
society. The plight of the boat people is 
not an American problem or a Vietnam
ese problem or a Cambodian problem. 
It is a world problem, and all of the na
tions of the world must solve it. 

Unfortunately, many nations of the 
world are turning their backs. Malaysia, 
which has 77,000 refugees in its camps, 
has threatened to shoot at boats land
ing on its shores and to ship out the refu
gees already in its camps. Malaysian 
patrol boats have been towing would-be 
homesteaders back into international 
waters-after magnanimously supplying 
food and fuel to the uninvited guests. 
Indonesia has employed similar tactics, 
and Thailand has forced tens of thou
sands of refugees back across its borders 
into Cambodia. 

Japan, a wealthy industrial nation, to 
date has issued papers to only three 
Vietnamese refugees. Not 3,000, Mr. 
President, not 300, but 3. Japan has 
agreed to take in 500 boat people, but 
the Japanese are in a position to play 
a much larger role than that. The Jap
anese claim that there is no room for 
refugees, and that refugees will not fit 
in with the Japanese society. What a 
shame it is that a progressive and suc
ce3sful nation like Japan turns its back 
on these drowning men, women, and 
children. How ironic it is that, barely 
three decades after the compassion of a 
victorious world rescued Japan from 
desperation, the Japanese themselves 
seem to have run out of pity. 

Of the Asian community, only Hong 
Kong is allowing permanent residence 
for the unfortunate boat people. How
ever, even if Malaysia and its neighbors 
are reluctant to offer permanent homes 
to the refugees, it is imperative that 
they drop their closed-door po!icies and 
allow temporary refuge. That, perhaps, 
would allow us time to encourage other 
Western nations to expand their reset
tlement efforts and eventually to empty 
refugee camps in Southeast Asia. For 
the United States and for other Western 
countries, it is a difficult time to be con
fronted with this problem. However, 
despite a declining economy, rising un
employment, and a national mood of 

frustration and anxiety, we must con
tinue to help the refugees and encourage 
the international community to help. 

Wide-scale cooperation of all nations 
is absolutely essential to resolving the 
plight of the boat people. The United · 
States triggered the chain of events 
which eventually led to the Vietnamese 
takeover of Cambodia, and we have ac
cepted the lead role in helping the ref
ugees. Since 1975, we have taken in 
more than 205,000 refugees, more than 
any other nation. Under the increased 
quota, we will be making a home for an 
additional 168,000 Vietnamese refugees 
a year. However, we cannot do this job 
alone. 

China has taken 200,000 refugees, 
which is more than it can absorb. France 
has done a valiant job of rescuing ref
ugees, even patrolling the waters off 
Southeast Asia with hospital boats. 
France has resettled 50,000 refugees. 
Australia and aanada also rank in the 
top 5 resettlement nations, with 21,000 
and 15,000 respectively. I ask unanimous 
consent that a list of countries with 
resettlement figures for each be printed 
in the RECORD, Mr. President. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 
Resettlement of Indochinese refugees as of 

June, 15, 1979 
United States ___________________ 205, 000 
China-------------------------- 200,000 
France------------------------- 50,000 
Australia ----------------------- 21, 000 
Canada ------------------------- 15,000 
Germany----------------------- 3,500 
:M:alaysia ----------------------- 2,000 
United Kingdom_________________ 1, 500 
Switzerland -------------------- 1, 500 
Belgium------------------------ 1, 200 
New Zealand____________________ 1, 000 
Norway ------------------------ 700 
Denmark ----------------------- 600 
Netherlands -------------------- 400 
Austria ------------------------ 350 
Sweden ------------------------ 300 
Hong Kong_____________________ 300 

Italy --------------------------- 250 
Taiwan ------------------------ 50 
Japan -------------------------- 3 
Figures do not include 180,000 boat refu-

gees in camps in Southeast Asia nor 150,000 
refugees in Thailand. 

Figures from the State Department Office 
of Refugees. 

Mr. EAGLETON. Mr. Presidem;, 
these are noble efforts, but they are not 
enough. We need an international 
crusade to rescue the long-suffering 
boat people, and we need it now. Our 
leadership in this cause is a source of 
legitimate national pride; the continu
ing plight of the boat people must be a 
s:mrce of national and international con
cern. The United Nations will convene 
a special conference on refugees next 
month in Geneva, and we can only hope 
for a rapid consensus leading to mean
ingful action by the whole community 
of nations. Anything less, Mr. President, 
will be too little, too late. 

I yield back the remainder of my 
time. 

ROUTINE MORNING BUSINESS 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I ask unanimous consent that 
there now be a brief period for the trans
action of routine morning business, not 
to extend beyond 10 :30 a.m., and that 
Senators may speak up to 5 minutes 
therein. 

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

Mr. ROBERT C. BYRD. Mr. Presi
dent, I 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. PROXMffiE. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER <Mr. 
ROBERT c. BYRD). Without objection, it 
is so ordered. 

BALANCE OF STATE AND FEDERAL 
AUTHORITY MAINTAINED WITH 
GENOCIDE CONVENTION 

Mr. PROXMIRE. Mr. President, for 
over 30 years, the United States has been 
considering the ratification of the Geno
cide Convention. During that time, the 
Senate has served as a great forum for 
debate on the merits and consequences 
of this treaty's passage. One of the is
sues repeatedly discussed by this body 
has been whether or not adoption of the 
Genocide Convention would alter the re
lationship between the States and the 
Federal Government. 

Concern has been raised that ratifica
tion of the treaty would deprive the 
States of an area of criminal law, placing 
it within Federal jurisdiction. It is feared 
that such a shift would give undue power 
to the Federal Government, eroding the 
careful balance between State and Fed
eral authority that was so wisely estab
lished at our Nation's inception. 

Mr. President, that fear is unfounded. 
Nothing in the Convention would pre

clude the States from prosecuting the 
acts proscribed by the Convention. In 
addition, the proposed implementing leg
islation would clarify that Congress does 
not intend to move into this' field and, 
while the treaty may supersede any State 
laws inconsistent with it, at this time 
there is no evidence that such laws exist. 

Concern that the Genocide Conven
tion would increase Federal power may 
also be laid aside. Ratification of the 
treaty would add no new power or au
thority to the Federal Government. The 
existing i:;ower of the Federal Govern
ment to assume jurisdiction in these 
types of cases is further confirmed 
through the Civil Rights Acts of 1957 and 
1964, and the Voting Rights Act of 1965. 

With these concerns put aside, I ask 
my distinguished colleagues to put this 
long debate to an end. Join with me in 
support of this most honorable and 
worthwhile treaty. Let us ratify the Gen
ocide Convention. 

Mr. President, I suggest the absence of 
a quorum. 
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The PRESIDING OFFICER. 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. 

LEAKS OF CLASSIFIED MATERIAL 
Mr. GOLDWATER. Mr. President, as 

actual discussion of SALT Il has already 
begun to take place, with hearings be
fore the Foreign Relations Committee 
and with hearings to begin this week be
fore the Select Committee on Intelli
gence and shortly before the Armed 
Services Committee, I think it is most 
proper that my colleagues understand 
the importance of classified information 
and the absolute necessity of the pre
vention of any leaks of that· material. 
This country has long suffered under a 
series of leaks of highly classified ma
terial, leaks to leading newspapers 
mainly on the eastern seaboard, such as 
the New York Times, the Washington 
Post, and so forth. While at first the 
intelligence community was completely 
mystified by the sources, I must tell my 
colleagues that the paths are slowly 
coming together and before long they 
are bound to join. At that time, we will 
be able to point out those who have been 
violating secrecy, violating oaths of of
fice and violating the safety of our Na
tion, and I hope that time comes soon. 

The reason I believe it is opportune to 
bring this matter up at this time is that 
I know it is of the deepest concern to the 
leadership on both sides of the aisle in 
the Senate, and I hope this is reflected 
in the House. As the leadership will 
agree, several meetings have been held 
on the general subject of secrecy; and 
while nothing concrete has been reached 
yet, there is the understanding of all 
concerned of the absolute need for main
taining secrecy on any material that is 
under the ~roper stamp of classifica
tion. I know that with the ability of our 
leadership, as time goes on, methods 
will be developed that will lay the re
sponsibility of maintaining secrecy en
tirely on each member and not upon the 
body as a whole. 

I want to be honest with my colleagues 
and tell them that I am convinced that 
these leaks are not coming out of the 
Intelligence Committee or the Armed 
Services Committee. More and more, the 
finger is pointing in the direction of the 
administration, not only this adminis
tration. I quickly add. but also other 
administrations-but this administra
tion, in particular, because it is now 
wrapped up in selling SALT II. If the fin
ger finally points at the administration, 
the finger is goinrg to be pointed and 
pointed with emphasis, followed by legal 
action. This should serve as necessary 
warning to anyone in or out of the ad
ministration who engaged in little drib
bles here and there to various newspapers 
and media around this country that they 

are heading for a bucket full of trouble 
if they do not stop it. 

A very interesting article on this sub
ject appeared in the current issue of the 
Armed Forces Journal, and I ask unani
mous consent that it be printed in the 
RECORD. 

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

SALT I LEAKS vs. SALT II LEAKS 
(By W. Donald Stewart) 

Leaks and techniques o! leaks occurring 
during the development of the SALT I and 
SALT II agreements are similar in all re
spects. The Carter Administration and the 
Nixon Administration desired to have their 
respective SALT agreements ratified by the 
US Senate before the Presidential election. In 
an effort to expedite the finalization of their 
SALT agreements, each Administration has 
been inclined to make concessions to the 
Soviets. These concessions were often not be
lieved to be in the best interest of our na
tional security by certain members of the 
Senate Armed Services Committee; hence, 
each side aired its feelings by "leaking" 
highly classified data to the press to sway 
public opinion. 

Now that we are in the fourth quarter, so 
to speak, of the Arms Race Superbowl, also 
more comm~nly known as the Strategic Arms 
Limitation Talks (SALT II) agreements, we 
can expect a rash of leaks until the final 
whistle blows. Rest assured that there wlll be 
one loser-the US public. 

My knowledge o! and interest in leaks stems 
from my experience in the Office o! the Secre
tary of Defense as Chief of the Investigation 
Division, Directorate for Inspection Services. 
This office 1nve5tigated major criminal and 
security matte-rs !or the Office of the Secre
tary o! Defense, Office of the Joint Chiefs o! 
Staff, and the Defense Intelligence Agency. 
From August 1965 until December 1972, while 
Chief Investigator, I handled 222 leak cases. 
Even after I left th<> Directorate !or Inspec
tion Services in December 1972 !or the posi
tion o! Ins;>ector General o! the newly formed 
Defense Investigative Service (until my re
tirement in June 1975), I was recalled to han
dle certain sensitive leak cases. 

WHY SALT LEAKS 
We have SALT leaks because we have two 

principal US groups involved with different 
objectives. We have the present Administra
tion I shall call the "Vote Getters" and we 
have the Senate Armed Services Committee 
which has the responsibility to insure that 
any SALT treaty signed provides adequate 
national security. This group I shall call the 
"Protectors." There are two other minor 
groups who play a lesser role but cannot be 
ignored. They are the liberal Senators whom 
I shall call the "Detractors." They aren't 
exactly sure what they want, but to me it 
doesn't appear that the strongest form o! 
natio:ial security. This group I shall call the 
we have the "Extortionists," a group of Sen
ators who are more concerned with their 
personal interests than they are with our 
national security interests. Accordingly, the 
Vote Gett ers are sometimes pressured into 
buying their vote to insure ratification of 
the treaty. However, as far as SALT leaks are 
concerned, the Detractors and the Extor
tlonis ts have shown little need to engage in 
leaks. 

TOP SECRETS BECOME WEATHER BULLETINS 
Probably the first open sword rattling be

tween the Vote Getters and the Protectors 
in the SALT II debate appeared in the press 
on November 30, 1978, when Senator Henry 

Jackson (D-WA), voiced his discontentment 
with the developing SALT II agreements. 
Things may have gone somewhat smoother 
except for the fact we lost a vital intelligence 
capability in Iran. As a result we no longer 
have the ability to closely monitor Soviet 
adherence t any SALT agreement. 

Accordingly, the April 4, 1979 issue of the 
New York Times evidenced the first act of 
desperation on part of the Vote Getters. It 
came in the form of a leak of highly classi
fied data to the effect that the US would be 
able to monitor Soviet adherence to SALT 
II agreements through the use of a modified 
version of the U-2 aircraft, the type Gary 
Powers fiew over the USSR !or CIA until he 
was shot down in 1954. Senator Jake Garn 
(R-UT) was incensed over this leak and 
charged in the letter-to-the-editor column 
o! the Washington Post on April 11 that the 
leak data was made available to the public 
to create a misimpression o! our monitoring 
capabllity. (See May 1979 AFJ.) It was ob
vious that the Protectors were not respon
sible for the leak, because it served them 
no purpose. Moreover, that particular area 
was not the chief concern of the Detractors. 

In the typical fourth quarter fashion of 
the Arms Race Superbowl, we could expect 
and did receive a counter-leak, obviously 
this time by one of the Protectors. The leak 
appeared in the New York Times issue of 
April 17, to which hip-shooting press secre
tary Jody Powell quickly and heatedly re
sponded in so many words that Senator 
Garn was responsible. The Senator denied 
the accusation, and Jody Powell later 
backed off his charge. 

Let's look at the new leak. It disclosed 
that CIA Director Stansfield Turner briefed 
11. Senate committee on our Iran intelligence 
capabmty loss and stated it would be at 
lest five years before we could attain a com
parable capability to monitor Soviet ad
herence to the SALT II agreements. Secre
tary o! Defense Harold Brown instantly 
countered in a Vote Getter rescue effort 
that we would be able to retain our former 
capability in a year. 

The bottom line ls that once again the 
public is the loser. Now the Soviets know 
how badly we've been hurt by our Iranian 
intelllgence capability loss , and they also 
know of the U-2 as our second rate alterna
tive. Top secret information was given out 
like a public weather bulletin. 

SALT I leaks took a slighty different pat
term than SALT II leaks. That is, there were 
continuous leaks from 1968-1972, each time 
there was to be a SALT I discussion. At the 
expense of National Security, the Vote Get
ters made their Top secret point and the 
Protectors made their Top secret paint. on 
one o! the more explosive leaks in 1969 I 
had occa.c;ion to interview Paul Nltze then 
our chief S.ALT I negotiator. His co~ment 
was. "I consider the disclosure to be a delib
erate leak of information by well-informed 
sources who indulged in a very dangerous 
practice for the purpose of Placing the So
viet missile warfare capability before the 
US public." He further advised that the fig
ures disclosed in the news story were very 
accurate and highly classified. 

BEECHER'S 22 INVESTIGATIONS 
Probably the greatest SALT leak of all 

times appeared in a New York Times article 
by William Beecher on July 23 , 1971; it was 
entitled "US Asks Soviets to Join in Missile 
Moratorium." The article appeared one day 
before a scheduled SALT I meeting on July 
24 with the Soviets in Helsinki, Finland. 
President Nixon was absolutely livid, as the 
article exposed our fall-back position to the 
Soviets. Let me say bluntly that all hell 
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broke loose. I was called at home on Satur
day morning to begin an investigation. 

I had my first meeting with the newly ap
pointed White House "plumber" chiefs, Egll 
Krogh and David Young. The FBI was also 
called; however, since I had developed the 
prime suspect, Dr. Wllll'!un VanClee.ve, Paul 
Nitze's top aide, I more or less ca<rried the 
ball. President Nixon's blind anger toward 
Vancleave (whom we later proved innocent) 
was displayed on the now released White 
House tapes. But Vancleave enjoyed the 
same reckless public hip shooting from the 
Nixon Vote Getters that Senator Garn re
cently did from Jody Powell. Vancleave be
es.me a suspect because two days before the 
Beecher article appeared, Beecher visited 
Va.nCleave. Also, Vancleave, like so many top 
government aides, could not be •bothered 
with security regulations such as "do not 
reproduce the original,'' a statement which 
appeared on a highly sensitive document in 
his possession and which he nevertheless, 
chose to reproduce. 

Although vindicated of the major crime, 
he was censured for security violations un
covered during the investigation. The in
vestigation was probably one of the most 
intensive ever undertaken. Beecher's pa.th 
for instance, was retraced on a minute-to
minute basis. His pa.st modus operandi was 
well known to us, and it was of help. His 
travels led him to Senator Henry "Scoop" 
Jaokson's office. The Senator had been 
briefed earlier in the week by State Depart
ment 'aides. Naturally, the obvious next step 
was to interview Senator Jackson. This re
quired White House approval, but it was 
never obtained. 

The la.st and final SALT I leak that I in
vestigated appeared in the New York Times 
on March 21, 1973---Janother article by Wll
Ua.m Beecher, this one entitled "US Says 
soviets Improve ICBMs." Although the SALT 
I treaty had been signed, this leak was made 
to show the public we lagged the Soviets in 
arms and to develop support for the Nixon 
Vote Getters in their efforts for a larger sup
plemental appropriation. Actually, neither 
Defense Secretary Melvin Laird nor his suc
cessors knew the Vote Getters were handing 
out these leaks, because to give the leak more 
credib11lty the Vote Getters would raise a 
storm-and I'd be hurriedly called to investi
gate again. The most interesting thing 'about 
this la.st leak was that it suddenly occurred 
to me that on every major leak we had on 
SALT I, WilUam Beecher was the reporter 
with all the haird facts. (Other prominent re
porters had stories, but a.s I explained to 
one later, he a.nd the others just had 
"crumbs." That reporter demanded to know 
how I could state that. I said, "Very simply, 
if you had the hard facts, we would have 
opened a case on your article." Only then 
did he realize th'at he bad been part of the 
Nixon Vote Getters' smoke screen.) 

In my final report, I showed how I arrived 
at the fact that the Nixon Vote Getters were 
responsible for several contrived lea.ks. 

Being the "favorite son" reporter was not 
all bad for William Beecher: in April 1973, 
just one month after the above leak and 
six months after SALT I ratification, he was 
appointed Deputy Assistant Secretary of 
Defense for Public Affairs. Subsequently, he 
became the Acting Assistant Secretary of 
Defense for Public Affairs, complete with the 
car and chauffeur which then went with that 
position. 

Beecher left the Pentagon in May of 1975 
and on June 1st he joined the Boston Globe. 
On July 31, Beecher printed another blg 
leak: "U.S. Believes Israel Has More Than 
10 Nuclear Weapons." Although I had already 
retired, I was called at home by a high Pen
tagon official and asked where I thought 
Beecher got his story. I laughed a.nd recall 
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saying, "Where else? You left the fox in the 
hen house." 

The fact that my office had run 22 leak 
Investigations of William Beecher's articles 
certainly had no bearing on his Pentagon 
appointment. Therefore, the question natur
lly arises: after all the SALT II leaks are 
tabulated, which prominent news reporter 
wlll be as lucky as Wllliam Beecher? 

CAN LEAK CASES BE SOLVED? 

Contrary to popular misconception leak 
cases can be solved. Unfortunately, as far as 
national security Interests are concerned, the 
cure most often ls worse than the lllness. By 
that I mean: in an effort to put the guilty 
party in jail, we must declassify the classi
fied data involved in order to go to trial. In 
doing so, foreign enemy intelligence becomes 
privy to our secrets-that we cannot afford 
as a rule, and thus must forego prosecution. 

Prosecution ls not the only form of puni
tive action. During my tenure, I've seen three 
flag officers punished--one was transferred, 
one was requested to retire, and one had his 
career advancement terminated. A Civlllan 
was reduced from GS-18 to GS-15, and others 
in the civlllan ranks and mllltary were 
administratively disciplined. The most 
effective tool for Schedule "C" appointees 
(political appointees) was to neutralize 
them--excluding them from receiving sensi
tive documents and from high level con
ferences. One . former high level civman 
employee serving as a consultant lost his 
security clearances. Our best security contri
butions frequently came from our investi
gative by-products-such as developing 
"holes" in our own security operations. 

PROSECUTION PROBLEMS 

Prosecution was not always thwarted by 
so-called "grey mall,'' documents in question 
which couldn't be declassified. Politics on 
part of President Nixon, Senate Armed Ser
vices Committee chairmen Sen. John Stennis 
(D-MI), and Justice Department officials late 
in 1971 and early 1972 and later in 1974 ob
structed the possible successful prosecution 
of Yeoman Charles E. Radford Ill, Rear Adm. 
Robert Welander and Admiral Thomas 
Moorer, then Chairman of the Joint Chiefs 
of Staff. 

Radford admitted stealing highly classified 
documents from the briefcases of Dr. Henry 
Kissinger, then head of the National Se
curity Council, and from General Alexander 
Haig, then a Presidential aide. Admirals 
Welander and Moorer admitted receiving 
those documents. But President Nixon 
couldn't stand the public embarrassment. 
Sen. Stennis dedicated himself to protecting 
the mlllta.ry establishment during his 1974 
hearings on this matter-known as the Pen
tagon Spy Case. The Justice Department 
performed in its typically lethargic manner. 
No action was ever taken against anyone in
volved. 

Earlier in 1970, the Justice Department 
failed to take action against an Air Force 
captain who distributed to the press a 
secret-sensitive memo on our ABM (Anti
Balllstlc Missile) position, prepared by then 
Secretary of Defense Melvin Laird. The case 
was turned over to Justice, which accepted 1t 
but later allowed Secretary Laird to with
draw it. Laird informed Justice he had made 
a deal with Tom Wicker of the New York 
Times that if Wicker returned his copy of the 
memo in question, no prosecutive action 
would be taken. Wicker returned the memo, 
and through it we trapped the suspected Air 
Force cap ta.in. Later, Wicker denied in a 
memo to Justice that he had ever made such 
a deal. I received the above data under the 
Freedom of Information Act. Personally, I 
believe Wicker. He couldn't have known that 

we could use the memo to trap the suspect. 
No action against the suspect was taken. 

Another case from which Justice ran was 
when it was presented with evidence that 
E111ot Richardson, while Under Secretary of 
State, has caused top secret data to be leaked 
to Daniel Ellsberg of Pentagon Papers fame. 
That data. subsequentlty turned up in a 
newspaper story in March of 1970. 

The long and short of leak prosecutions ls 
that you can only be prosecuted lf you meet 
the two following criteria: 

(1) You cannot be an important person; 
and 

(2) You cannot know an important person. 

CONCLUSION OF MORNING 
BUSINESS 

The PRESIDING OFFICER (Mr. 
FoRD). Morning business is closed. 

MILITARY CONSTRUCTION 
AUTHORIZATIONS, 1980 

The PRESIDING OFFICER. Under 
the previous order, the hour of 10:30 
having arrived, the Senate will now pro
ceed to the consideration of S. 1319, 
which will be stated by title. 

The legislative clerk read as follows: 
A b111 (S. 1319) to authorize certain con

struction at military installations, and for 
other purposes. 

The Senate proceeded to consider the 
bill. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

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

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

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Texas. 
Mr. TOWER. I was not seeking recog

nition, Mr. President. 
The PRESIDING OFFICER. The Sen

ator from Colorado. 
Mr. HART. Mr. President, does the 

Senator from Nebraska wish me to 
yield? 

Mr. EXON. Mr. President, I wish to 
ask unanimous consent for aides to be 
accorded the privilege of the floor, if it 
is in order. 

Mr. HART. Mr. President, I yield to 
the Senator from Nebraska for that pur
pose. 

Mr. EXON. Mr. President, I ask unan
imous consent that Mr. Jon Oberg and 
Mr. Bill Hoppner, of my staff, be ac
corded the privilege of the floor during 
debate on this bill. 

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

Mr. HART. Mr. President, I ask unan
imous consent that the following mem
bers of the staff of the Committee on 
Armed Services and the Committee on 
Labor and Human Resources be ac
corded the privilege of the floor during 
the consideration of S. 1319: 
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Mr. Frank Sullivan, Mr. James 

Smith, Mr. Jack Ticer, Mr. Rhett Daw
son, Mr. Ed Kenney, Mr. Ron Lehman, 
Ms. Phyllis Bacon, Ms. Jeanie Killgore, 
Mr. Steve Paradise, Mr. Jerry Lindrew, 
Mr. Mike Goldberg, Mr. Mike Forcey, 
and Ms. Denise Medlin. 

Mr. President, I also ask unanimous 
consent that Mr. Jim Case, of the staff 
of Senator MusKIE, be accorded the 
privilege of the floor during considera
tion of S. 1319. 

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

Mr. HART. I thank the Chair. 
Mr. President, a parliamentary in

quiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. HART. What is the pending busi

ness before the Senate? 
The PRESIDING OFFICER. The 

pending business before the Senate is 
s. 1319. 

Mr. HART. I thank the Chair. 
Mr. President, s. 1319, the bill before 

the Senate, is an annual authorization 
bill which provides for the construction 
of new facilities for all of the military 
services. In addition, authorization is in
cluded for the funds necessary to op
erate, maintain, and repair the 400,000 
units of family housing now in the mili
tary inventory. 

The Department of Defense request 
for military construction for fiscal year 
1980 was $3,721,356,000. When compared 
to the $4,128,312,000 actually authorized 
for fiscal year 1979, the request for fiscal 
year 1980 is more than 20 percent less in 
real dollar terms than the authorization 
for the current fiscal year. I shall return 
to this point in a few moments. 

The amount recommended to be au
thorized by the Armed Services Commit
tee for fiscal year 1980 is $3,728,166,000, 
just slightly more than the administra
tion's request. 

In reviewing the bill, the committee 
recommended deletion or deferral of 
many projects where the justification 
or the urgency was questionable and, 
based on service-furnished lists of high 
priority unfunded requirements, addi
tional projects totaling about $100,000,-
000 have been added, keeping the final 
bill total near the President's budget 
number. 

Let me highlight a few of the more 
important issues raised by this bill: 

DAVIS-BACON 

First of all, the committee has rec
ommended the inclusion of a provision 
in this bill, section 810, which would 
waive the provisions of the Davis
Bacon Act as it applies to military con
struction contracts. 

Mr. President, largely on procedural 
grounds I strongly oppose this provision. 
I opposed it in subcommittee and in 
full committee markup sessions. I will 
not get into details of my reasons for 
opposing the amendment, but regard
less of the pros and cons of the Davis
Bacon Act, this military construction 
bill is not the proper vehicle to use to 
rewrite labor law. At the appropriate 

time I intend to support an amendment 
to strike section 810 from the bill. 

ENERGY 

Second, the Subcommittee on Mili
tary Construction has continued its 
heayy emphasis on using military in
stallations as .so-called test beds for 
energy conservation initiatives. The 
military initiatives range from the 
mundane-adding insulation and storm 
windows--to some very exciting, com
prehensive "energy show case" bases 
where attempts are being made to mini
mize energy usage by examining every 
aspect of the bases operation. 

Last year, we added a provision to 
the bill requiring that solar energy sys
tems be considered in the design of all 
new facilities and that, if they could 
be shown to be cost effective, solar 
systems would be included in the con
struction contract. We expect to see 
the fruits of this provision next year. 
By the Defense Department's own esti
mates $30 million in design contracts are 
now requiring solar systems to be ana
lyzed, and by fiscal year 1981 or 1982 
the value of solar systems installed in 
defense facilities will be $50 to $100 mil
lion each year-in an industry that now 
has total sales of about $200 million. 

So, Mr. President, one can readily see 
the impact that military procurement 
can have on the development of this new 
and important energy resource. 

This year we have added a rather 
simple provision, section 807, to allow 
the use of mass transit vehicles on mili
tary bases for administrative purposes
something that was previously precluded 
by law. The provision requires that the 
mass transit systems be paid for by the 
users so that there will be no cost to the 
taxpayer. However, the potential energy 
savings are enormous if the provision js 
applied at the hundreds of large mili
tary installations throughout the world. 

I invite my colleagues to go to any 
military installation in their State and 
ask about their energy conservation pro
gram-I think each Member of the 
Senate would be surprised at the breadth 
and depth of this eft'ort and the degree 
to which it is beginning to contribute 
to the overall energy solution to this 
country's problem. 

CONSTRUCTION IN EUROPE 

The committee has continued its em
phasis from last year on encouraging our 
NATO allies to pay an increased share of 
the capital investment program require
ments in Europe. NATO infrastructure 
funding is up, but projects funded solely 
by the United States are down sharply. 
The committee will continue to press for 
greater participation by our allies to 
support U.S. forces stationed overseas. 
OVERALL CONSTRUCTION AUTHORIZATION LEVEL 

I mentioned in my opening comments 
that the military construction request for 
fiscal year 1980 was down more than 20 
percent from the fiscal year 1979 level. 
There is a backlog of construction re
quirements estimated · by the Defense 
Department to total $35 billion. The 
amount of construction authorized in 
this bill will not even keep the backlog 

level-inflation will mean that the back
log will be even bigger next year. In 
addition, there are significant new re
quirements for construction in support 
of MX missile system, an east coast Tri
dent base, Space Shuttle facilities, et 
cetera. To further compound the prob
lem many permanent facilities built dur
ing or shortly after World War II, such 
as runways, utility systems, ammunition 
plants, et cetera, are now at or past their 
expected life and new capital invest
ment is needed in each one of these 
cases. 

The point that I am making is that 
I am uneasy with the level of authoriza
tion in this bill. I have a feeling it should 
be more. I do not know how much more, 
but we have asked the Defense Depart
ment to look at the "big picture" and 
systematically develop a level of military 
construction that is prudent. It is easy 
to defer capital investment-that is 
what private industry does when budgets 
are tight-but at some point private 
businesses fail if they do not make the 
necessary capital investment. 

And even though, Mr. President, each 
of us is trying his best to balance the 
Federal budget, at some point, in this 
area at least, we may become penny 
wise and pound foolish. 

Mr. President, aside from the Davis
Bacon provision, to which I have re
ferred, I believe this is a good bill which 
deserves the support of the Senate. 

I wish to thank other members of the 
subcommittee and the full committee, 
particularly the ranking minority mem
ber, the Senator from South Carolina, 
and I yield at this time to him for open
ing remarks. 

The PRESIDING OFFICER. The Sen
ator from South Carolina. 

Mr. THURMOND. Mr. President, I rise 
in support of S. 1319, the fiscal year 1980 
military construction authorization re
quest, which provides for military con
struction programs in the amount of 
$3. 7 billion. 

At the outset I would like to call to 
the attention of the Senate the growing 
military construction backlog which is 
now estimated by Defense Department 
witnesses to be $35 billion. 

HUGE CONSTRUCTION BACKLOG 

Despite this backlog, the last few mili
tary construction budgets have not even 
kept up with infiation, much less at
tempted to address this serious problem. 
Here again we have a situation where 
the burden of meeting needed military 
requirements is being put oft' on future 
generations when the dollar will be 
worth less and the need even more acute. 

While the committee recognizes fiscal 
restraints are necessary, it does not 
make sense to delay, delay, and delay 
to the point where it will be impossible 
for some future administration to fund 
the needed projects. Further, while the 
committee has added some worthy proj
ec~. there are many others which, if 
funded now, would reduce costs in the 
long run. 

INCREMENTAL PROGRAM NEEDED 

Therefore, Mr. President, I urge the 
administration to conduct a thorough 
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survey and propose next year an incre
mental program designed to begin elimi
nation of this huge backlog. If we fail 
to take this approach, we will witness 
an even further weakening of U.S. mili
tary preparedness in the years ahead. 

Mr. President, this bill continues the 
committee's policy of giving special at
tention to innovative programs to meet 
our energy needs. The committee has 
especially given a boost to solar energy 
and hopefully the results will be signifi
cant for our military forces as well as 
the public in general. 

In other areas, the committee has at
tempted to reduce construction overseas 
to a minimum and where possible, enlist 
the financial assistance of the allied na
tions in Europe and elsewhere. 

SHIPYARD NEEDS DESERVE ATTENTION 

In line with these backlog problems 
the committee has called special atten
tion to the backlog in construction re
quirements at our public shipyards. The 
low level of capital investment in these 
vital yards must be recognized by the 
administration as a high priority item. 
Special hearings on this subject will be 
undertaken by the committee next year. 

DAVIS-BACON WAIVER 

Mr. President, of special interest in 
this year's bill is the inclusion of an 
amendment which waives the provisions 
of the Davis-Bacon Act of 1931 for the 
PurPoSeS of contracts funded in the 
United States under this bill. This 
amendment could save the taxpayer 
from $70 to $210 million, a sum which 
could in future years help redress some 
of the construction backlog. While some 
oppose outright repeal of Davis-Bacon, 
this modest approach impacts on only 
$1.4 billion in this bill, less than 5 per
cent of the $37 billion in Government
flnanced construction which falls under 
the Davis-Bacon laws. 

In conclusion, Mr. President, I think 
the Senate will find this bill fully jus
tifies the spending levels authorized. 
While I would support a higher level e>f 
funding for top priority military con
struction projects, this legislation is nev
ertheless vital and deserves prompt and 
favorable action by the Senate. 

Mr. President, I would like to commend 
the able chairman of the subcommittee 
<Mr. HART) for the outstanding leader
ship he has given in handling this bill. 

I would also like to highly commend 
the majority counsel, Mr. Jim Smith, 
who is a very able staff man and who has 
done such a fine job for a number of 
years in military construction work. 

In closing, I would also like to com
mend Mr. Ed Kenney, who has been on 
the Armed Services Committee staff for 
over 10 years, and who has done an out
standing job on this bill, as he has on 
many other pieces of military legislation. 

Several Senators addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Texas. 
Mr. TOWER. Mr. President, I would 

like to join my distinguished colleague in 
adopting the military construction bill. 
I know it contains a great deal of money, 
but it is not nearly what is required to 
meet our military construction require-

ments, and I am hopeful we can address 
ourselves in future military construction 
authorization bills to some of the im
portant projects that are stlll awash in 
the backlog that has built up over the 
years by virtue of the fact that there is 
a limited military budget. 

We have tended to dedicate more of 
our resources to hardware and research 
and development than in the authoriza
tions presented annually in the military 
construction budget. 

There is provision in this bill which was 
adopted by an 11 to 5 majority in the 
committee which, I think, will result in 
some savings in military construction 
and, hopefully, those savings can be ap
plied in the future to important military 
construction projects that to date have 
not been funded. I ref er, of course, to that 
provision which waives the applicability 
of the Davis-Bacon Act to military con
struction which is, by the way, not an 
attempt to rewrite the labor law. 

It does not alter or address itself to 
one single word, comma, jot or title of the 
Davis-Bacon Act except to waive its ap
plicability so far as military construction 
is concerned. 

It is my view that the Armed Services 
Committee should get the biggest bang 
for the buck, and I think we do so by the 
savings which are estimated at between 
$70 million to $210 million. 

I think we can probably go to third 
reading now. [Laughter.] 

The PRESIDING OFFICER. Does the 
Senator yield the fioor? 

Mr. TOWER. It is just such a good bill 
that, perhaps, nobody wants to tamper 
with it. 

The PRESIDING OFFICER. The Sen
ator from New Jersey. 

Mr. BRADLEY. Mr. President, I rise to 
compliment the distinguished subcom
mittee chairman on his foresight and on 
his efforts to demonstrate in the military 
construction authorization budget that 
there is a future for more energy effi
ciency in this country and for ultimately 
renewable energy sources. 

I think his efforts in this regard show 
a leadership role here in the Senate. 
Three of the projects are at Picatinny 
Arsenal in New Jersey, my home State, 
and I think this effort is, in the years to 
come and will be, recognized more and 
more as being a leadership role in pro
moting renewable energy sources. 

Mr. President, on another matter, 
however, the authorization creates some 
concern on my part in that it does not 
contain any funds for construction at 
Fort Dix in New Jersey. 

As the chairman of the subcommittee 
knows, retaining basic training facilities 
at Fort Dix is an issue of grave concern 
to the entire Northeast, the Northeast 
which supplies 20 percent of the volun
teer Army, and it is particularly of con
cern to me because the Secretary of the 
Army recommended that Fort Dix stay 
open. He was overruled by the Defense 
Department. 

The chairman of the subcommittee has 
been accommodating in allowing a num
ber of hearings at which we have, I think, 
successfully disputed the narrow cost 

estimates of the Army, and at which we 
have heard the testimony of the Secre
tary of the Army who recommended that 
Fort Dix stay open, and who really per
ceived the wider responsibility of the 
Army in making that recommendation. 

Mr. President, my intention today is 
not to offer an amendment because I still 
believe there are administrative reme
dies for this situation in changing the 
path of the Defense Department which it 
has taken in overruling the Secretary of 
the Army. 

My purpose instead is simply to state 
that this is an issue which is strongly felt 
by Members of this body, not only from 
New Jersey-my distinguished senior col
league, Senator WILLIAMS-but also by 
Senators from Delaware, Pennsylvania, 
and New York, and this is a matter we 
will continue to follow with great inter
est and with efforts to see that the deci
sion made by the Secretary of the Army 
will be the one that is finally applicable. 

Mr. HART. Mr. President, first of all 
let me thank the Senator from New Jer
sey for his kind remarks in regard to the 
efforts of our subcommittee in the area 
of energy conservation and the develop
ment of new energy alternatives. It is an 
e1f ort the subcommittee has made for the 
last 2 or 3 years, and I think will prove 
to be an important one in the years to 
come, not only to help solve our eco
nomic and energy problems, but also to 
make this country more secure in terms 
of our dependence on foreign supply. 

The Senator from New Jersey is to be 
commended for his concern about the 
military presence in New Jersey, particu
larly at Fort Dix. The Senator did take a 
leading role in pushing for hearings to 
explore the issue of closure and phase
down, and I think he deserves a great 
deal of credit from his constituents for 
the degree of concern which he has dem
onstrated. 

I also appreciate his willingness to 
forgo offering an amendment at this 
time. We have had to resist the pleas 
from a large number of Senators for spe
cific amendments at a variety of bases 
around the country. I appreciate the 
forbearance of the Senator this morning 
and commend him for his remarks. 

Mr. WARNER. Mr. President, I rise in 
support of section 810 of the military 
construction authorization bill, a pro
vision to exempt military construction 
from the application of the Davis-Bacon 
Act. The Senate Committee on Armed 
Services considered this matter thor
oughly before voting decisively, 11 to 5, 
on the language of section 810. 

In these days of competing interests 
and conflicting goals, section 810 allows 
the Senate to reconcile two urgent pri
orities: the desire for fiscal restraint and 
the immediate need for military con
struction. 

The Senate Armed Services Committee 
highlighted the need for additional mili
tary construction in its report to the 
Senate. Indeed, the report notes that 
there is currently a $35 billion backlog 
in military construction projects-and 
it is getting worse. Construction proJec~ 
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with a high and urgent priority have 
been delayed again this year because of 
funding constraints. The further delay of 
needed projects is costing us in decreased 
military readiness, in increased operat
ing costs, and, in some cases, it is even 
threatening the health, safety, and lives 
of American service men and women. 

Antiquated ammunition-handling fa
cilities, substandard medical facilities, 
and other problems will continue to 
plague our Armed Forces. 

To eliminate this problem entirely 
would cost $35 billion. Obviously, fiscal 
responsibility precludes the Senate from 
acting to totally remedy the situation. 
But, Mr. President, the Senate can make 
a start on this backlog by demanding the 
dollars we are spending are spent effec
tively. We cannot continue to waste 
funds while so many urgent projects go 
unfunded. 

The Senate must insure that the $3.7 
billion in military construction funds 
is used efficiently. 

The General Accounting Office has 
indicated that section 810 may reduce 
the costs of construction by as much as 
15 percent, a savings of $210 million this 
year alone. 

Mr. President, if there were some over
whelming need for the Senate to spend 
these additional millions in higher con
struction wages, the committee would 
have acted differently. But this is simply 
not the case. 

As the General Accounting omce con
firmed, the economic makeup of the 
construction industry today and the gen
eral effect of other Federal wage laws 
render Davis-Bacon unnecessary; it is 
arbitrary in its application and infla
tionary in its impact. Both conclusions 
were agreed to by a consensus of edi
torial writers and documented by the 
GAO. 

The forced application of improperly 
determined wage rates increased Federal 
construction costs by hundreds of mil
lions of taxpayers' dollars. In addition, 
the costs of administering and complying 
with the Davis-Bacon Act were estimated 
in the GAO report to exceed $200 million 
in 1977. These compliance requirements 
were described as "onerous and nonsensi
cal" by a recent MIT study. 

Mr. President, upon review, I must 
agree with the conclusion of the GAO re
p0rt, that "the concept of issuing pre
vailing wages as stated in the act is 
fundamentally unsound." 

I urge the Senate to suppart the Armed 
Services Committee in its earnest at
tempt to provide for the necessary mili
tary construction America needs while 
remaining within fiscally reasonable 
bounds. 

UP AMENDMENT NO. 314 

(Purpose: To authorize the Secretary ot the 
Army to convey additional real property 
of the United States to the Alabama Space 
Science Exhlblt Commlsslon !or use as a 
permanent site for the Alabama space 
science exhibit) 

Mr. STEWART. Mr. President, I send 
to the desk an amendment and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Ale.bama (Mr. STEWART), 
for himself and Mr. HEFLIN, proposes an un
printed amendment numbered 314: On page 
49, lnaert the following after llne 13:-

Mr. STEW ART. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
On page 49, insert the following after line 

13: 
ALABAMA SPACE AND ROCKET CENTER 

SEC. 811. (a.) Section 2 of Public Law 98-
276 ls amended-

( 1) by inserting "(1)" immediately before 
"A certain tract or parcel of land containing 
35.69 acres"; 

(2) by striking out the period Immediately 
after "Secretary of the Army" and substitut
ing "; and"; and 

(3) by adding at the end thereof the fol
lowing new paragraph: 

"(2) A certain tract or parcel of land con
taining approximately 300 acres, less that 
land occupied by the Department of the Navy 
on the date of enactment of this paragraph, 
lying within range 1 west, township 4 south, 
parts of sections 8 a.nd 9, more particularly 
described as beginning at the established 
northeast corner of the Alabama Space and 
Rocket Center, running east along the Red
stone Arsenal northern boundary, thence 
south along the Redstone Arsenal eastern 
boundary to a point north of the northwest 
corner of the intersection of Patton Road 
and Goss Road, thence west parallel to the 
north side of Goss Road to MacDonald Creek, 
thence northwesterly parallel to the east 
bank of the creek to the northern line of 
the Tennessee Valley Authority easement, 
thence west along the easement to the Ala
bama Space and Rocket Center established 
corner, thence north and east along the Ala
bama. Space and Rocket Center boundary to 
point of beginning. The exact description ot 
such property ls to be determined by an ac
curate survey and approved by the Secretary 
of the Army.". 

(b) section 3 of Public Law 90-276 is 
amended by-

( 1) inserting "and related educational and 
recreational purposes" a.fter "instrumental
ities"; and 

(2) striking "purpose" and substituting 
"purposes". 

Mr. STEWART. Mr. President, let me 
begin by commending Senator HART and 
the members of the subcommittee, in
cluding the ranking minority member, 
the Senator from South Carolina (Mr. 
THURMOND), on the detailed and ener
getic work which has culminated in the 
consideration of S. 1319 today. 

This amendment, which I propase for 
myself and my colleague from Alabama 
<Mr. HEFLIN), would authorize the Sec
retary of the Army to convey additional 
acreage to the Alabama Space and Rock
et Center at Huntsville to enable ex
pansion of the missile and rocket 
museum. 

Less than 15 years ago, the citizens of 
Alabama and the State legislature voted 
to construct a missile and space exhibit 
in Huntsville, Ala. Over $2.5 million dol
lars were invested by the city of Hunts-

ville, Madison County and the State of 
Alabama in the design and construction 
of the Alabama Space and Rocket Cen
ter. In 1968, the Congress of the United 
States provided property for its location 
by deeding to the Space Science Exhibit 
Commission property on Redstone Ar
senal. The combined facility serves as a 
Visitor Information Center for all gov
ernmental agencies based in the area. 
These include: NASA's Marshall Space 
Flight Center, U.S. Army Materiel Read
iness Command, Missile and Munitions 
Center and School, Corps of Engineers, 
Ballistic Missile Defense Systems Com
mand, and the Readiness Command 
Group. 

The Alabama Space and Rocket Cen
ter has become the largest missile and 
space museum in the world • • • truly 
our national rocket museum. It has col
lected over 1,500 pieces of missile and 
space hardware valued at over $26 mil
lion. The Center also serves as a 
major repository for the Smithsonian 
Institution's National Air and Space 
Museum, having over 300 historical arti
facts on loan from that institution. 

The State of Alabama has retired the 
bonds which were used to finance the de
sign and construction of the facility and 
the Center has been self-sustaining since 
its opening, operating on nominal admis
sion fees. 

The Center has undertaken a 10-year 
expansion plan which would involve the 
addition of several new public facilities. 
They would include an educational com
plex, a missile and rocket park, a youth 
science center, an energy information 
center, a space theater planetarium, a 
cafeteria, an Earth resources facility, and 
a large recreational area. 

The amendment Senator HEFLIN and 
I have proposed would not call for a sin
gle dime of Federal money. It would sim
ply transfer existing Government prop
erty to the Space Center. The expansion 
proposals would serve to complement the 
existing Government facilities and pro
Vide the taxpayer with a valuable edu
cational effort and a chance to see their 
dollars put to efficient use. 

The House of Representatives, I would 
point out, has consented to the inclusion 
of this proposal in its companion bill. 

At this time, Mr. President, I yield to 
the distinguished :floor manager of the 
bill. 

Mr. HART. Mr. President, this provi
sion is in the House bill. The Army offi
cially supports it. There is no budget im
pact, so far as I am able to tell, and I 
would be inclined to strongly support the 
proposal of the Senator from Alabama. It 
seems to make a great deal of sense, and 
I urge the adoption of the amendment. 

Mr. THURMOND. Mr. President, this 
amendment, I think, is a sound one. I see 
no objection to it and many benefits that 
could be derived from it. Therefore, I 
support it. 

Mr. HART. Mr. President, in connec
tion with this matter, I ask unanimous 
consent to have printed in the RECORD a 
letter dated June 29, 1979, from the As
sistant Secretary of the Army, Mr. Gibbs, 
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to the chairman of the Senate Armed 
Services Committee <Mr. STENNIS) on 
this issue. 

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

DEPARTMENT OF THE ARMY, 
Washington, D.C., June 29, 1979. 

Hon. JOHN c. STENNIS, 
Chairman, Committee on Armed Services, 
U.S. Senate, 
Washington, D.C. 

DEAR MR. CHAmMAN: Reference ls made to 
your request to the Secretary of Defense for 
the views of the Department of Defense on 
s. 501, 96th Congress, a blll "To authorize 
the Secretary of the Army to convey addi
tional real property of the United States to 
the Alabama Space Science Exhibit commis
sion for use as a permanent site for the Ala
bama space science exhibit." The Department 
of the Army has been assigned responsiblllty 
for expressing the views of the Department 
of Defense on this blll. 

The purpose of the blll ts to authorize the 
secretary of the Army to convey to the Ala
bama Space Science Exhibit Commission ad
ditional land for the expansion and further 
development of publlc facllltles at the Ala
bama Space and Rocket Center by amending 
section 2 of Publlc Law 90-276, approved 
March 28, 1968 (82 Stat. 68). The additional 
area proposed for conveyance consists of ap
proximately 300 acres of land at Redstone 
Arsenal, Madison County, Alabama, less land 
occupied by the Department of the Navy. 
The blll provides that the exact description 
of the property to be conveyed ls to be deter
mined by an accurate survey and approved 
by the secretary of the Army. 

The Department of the Army, on behalf of 
the Department of Defense, interposes no ob
jection to the proposed blll, subject to the 
recommendation contained in the following 
paragraph. 

The Department of the Army ~eslres to ex
clude approximately 6.5 acres of land, re
quired for Army Reserve purposes, from the 
soo-acre tract to be conveyed under the bill. 
It ls, therefore, recommended that the blll 
be amended after the word "paragraph" on 
line 9, page 2, by inserting the following lan
guage: "and less approximately 6.5 acres of 
land required for Army Reserve purposes,". 

Approximately 36 acres of land at Redstone 
Arsenal were initially conveyed. to the Ala
bama- Space Science Exhibit Commission 
under Public Law 90-276, supra. Section 3 
of the Act provides that the conveyance ls 
subject to the conditions that the property 
conveyed shall be used as a permanent site 
for the Alabama Space Science Exhibit to dis
play suitable public exhibits of United States 
weaponry, developments of National Aero
nautics and Space Administration (NASA), 
and space-oriented exhibits of other Fed
eral agencies; that if not used for such pur
pose, an righ·t, title and interest in such 
property shall. revert to the United States; 
and to such other conditions as the secretary 
of the Army may prescribe to protect the in
terests of the United States. 

The Department of the Army, on behalf of 
the Department of Defense, reported. on s. 
793, 90th Congress, later enacted as Public 
Law 90-276. In its report, the Department of 
the Army stated that, as a general rule, it 
does not suport the conveyance of property 
without compensation. However, in view of 
the pertinent circumstances, reiterated be
low, enactment of S. 793, 90th Congress, was 
supported as an exception to that poltcy. 

In 1965, the Legislature of the State of 
Alabama established the Alabama Space 
Science Exhibit Commission (2 Ala. Stat. 
1044) for the general purpose of providing 

and operating fac111tles to display exhibits, 
tn cooperation 'With the Department of the 
Army and NASA, of the technological devel
opment of milltary rocket weaponery and 
space sciences. The Alabama Legislature also 
authorized the issuance of State bonds in 
the amount of $1,900,000 to be used for the 
construction, equipment, and operation of 
buildings and other faclllties for the sci
ence exhibit. However, no part of these funds 
was authorized to be used for the purchase 
of a site, it having been assumed in the 
early planning that a site on Redstone Ar
senal would be made available by reason of 
the proposed consolidation of exhibits by 
Federal and State agencies. The Commis
sion employed a private firm to make a 
comprehensive evaluation study for the eco
nomic development of the overall project. 
The study, closely coordinated with repre
sentatives of Army and NASA, proposed, in 
brief, that ( 1) facllltles be constructed in 
yearly increments at e. cost upwards of 
$1,700,000; (2) exhibits wlll reflect the his
torical and future development of military 
weaponry and NASA space technology in co
operation with these agencies; (3) existing 
public exhibits of Army and NASA wlll be 
consolidated in the Exhibit Center; and (4) 
operation and management of exhibits will 
be in cooperation with Army and NASA. 
Benefits expected to accrue to the Federal 
Government, upon enactment of S. 793, in
cluded closure of Army's temporary museum 
at Redstone, housed in three old alr-lnfiated. 
structures not readily accessible to the pub
lic, with anticipated savings of $45,000 an
nually, and incorporation of NASA's Mar
shall Space Flight Center display area. 

In noting that the Commission was with
out authority to expend funds for the pur
chase of land and could not, therefore, ac
quire land through the General Services 
Administration, the Army concluded its re
port by finding that the potential mutual 
benefits to Federal and State agencies and 
the public warranted the restricted. convey
ance of land as proposed in S. 793, 90th 
Congress. 

Construction of the Alabama Space Science 
Exhibit Center was completed and opened 
to the public in March 1970. Since that time, 
it ls estimated that the Center has served 
1,700,000 visitors from the United States and 
foreign countries. The Center has become 
the largest missile and space museum in the 
world, with a current collection of over 
1,500 pieces of missile and space hardware 
valued at over $26,000,000, and more than 
60 active exhibits. The Center also serves as 
a major repository for the Smithsonian Insti
tution's National Air and Space Museum, 
having over 300 historical artifacts on loan 
from the Institution. 

The State of Alabama has retired the 
bonds used to finance design and construc
tion. The Center has been self-sustaining 
since its opening, operating on nominal ad
mission fees. Funds remaining, after operat
ing expenses are paid each fiscal year, are 
used to add new exhibits, purchase equip
ment, and develop educational programs and 
services for students and teachers. 

The circumstances which warranted the 
earlier conveyance continue to exist. In ad
dition, it is estimated that Army and 
NASA, by closing their museums, have saved 
$1.5 milllon since the Center opened. The 
Commission plans to expand the Center over 
the next ten years ifs. 501 ls enacted. Plans 
involve the addition of several new publlc 
fac111ties including an Educational Complex, 
a Missile and Rocket Park, Youth Science 
Center, Space Theater Planetarium. an 
Earth Resources Facility and a Recreation 
Area. The !acllitles would be available to 
Federal agencies and to the publlc, and 

would provide benefits of training and com
munity relations for the Army. The Recrea
tional Area would serve as a buffer between 
the Arsenal and Space Center Exhibit activi
ties. The Commission has fully coordinated 
its Exhibit Center activities with the Army. 
As previously indicated, Public Law 90-276 
provides for compatible use of property 
obtained from Redstone Arsenal. 

The Department of the Army, on behalf 
of the Department of Defense, does not nor
mally support the disposal of Federal real 
property at variance with the authority con
tained in the Federal Property and Admin
istrative Services Act of 1949, as amended. 
However, in view of the unique circum
stances of this case, an exception la war
ranted. 

The fiscal effects of this legislation are not 
known to the Department of Defense. 

This report has been coordinated within 
the Department of Defense in accordnace 
with procedures prescribed by the Secretary 
of Defense. 

The omce of Management and Budget ad
vises that, from the standpoint of the Ad
ministration's program, there ls no objection 
to the presentation of this report for the 
consideration of the Committee. 

Sincerely, 
ALAN J. GIBBS, 

A!mtant Secretary of the Army. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment 
<UP No. 314) of the Senator from Ala
bama. 

The amendment was agreed to. 
Mr. STEWART. Mr. President, I move 

to reconsider the vote by which the 
amendment was agreed to. 

Mr. HART. I move to lay that motion 
on the table. 

The motion to lay on the .table was 
agreed to. 

VP AMENDMENT NO. 31!1 

(Purpose: To include $6,600,000 for Maxwell 
Air Force Base, Ala.) 

Mr. STEWART. Mr. President, I send 
to the desk another amendment and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The senator from Alabama (Mr. STEWART) 
proposes an unprinted amendment num
bered 315: 

On page 17, between llnes--

Mr. STEWART. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The amend
ment is as follows: 

On page 17, between Unes 9 and 10, insert 
the following: 

"Maxwell Air Force Base, Alabama, $6,600,-
000 .. 

on page 29, Une 22, strike out "$370,810,-
000" and insert in Ueu thereof "$377,410,000". 

On page 29, line 24, strike out "$480,050,-
000" and insert tn lleu thereof "$486,650,000". 

Mr. STEW ART. Mr. President, I offer 
an amendment to include an additional 
$6.6 million under title III of the Mili
tary Construction Authorization Act of 
1980. This addition to the construction 
budget of the Air Force would provide 
funding for two project.sat Maxwell Air 
Force Base in Montgomery, Ala. One ts 
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the construction of two 80-man visiting 
quarters there, and the other is the ad
dition and alteration of the base's aca
demic classroom facility. 

There is clearly a need for these proj
ects to be carried out, and this is re
flected in the strong, bipartisan support 
which they have engendered. The Air 
Force firmly maintains that the con
struction is necessary if Maxwell 1s to 
effectively continue its program of ad
vanced officer training and education. 
The projects have received the enthusi
astic endorsement of the entire Alabama 
congressional delegation. The House 
Armed Services Committee included full 
funding for the projects in the Military 
Construction Authorization Act which it 
reported to the full House on May 15. 
Before the Senate Subcommittee on Mil
itary Construction and Facilities marked 
up this legislation, both I and Congress
man DICKINSON were in contact with the 
chairman of the subcommittee, Senator 
HART, urging that the allocations be in
cluded. The subcommittee members, we 
were told, viewed our request favorably, 
and did not act specifically against the 
appropriations. However, in its efforts to 
stay within the overall budgetary con
straints impased by the administration, 
the subcommittee was forced to leave out 
this as well as a number of other items 
which were included in the House ver
sion of the bill. 

As I stated, the need for these projects 
is well-documented. As the Air Training 
Command's center for professional mil
itary education, Maxwell Air Force Base 
has provided valuable training to several 
thousand officers at various stages of 
their military careers. Despite this, and 
despite the fact that enrollment in 
courses there has risen during the past 
decade, investment by the Air Force at 
Maxwell has been sorrowfully small. 
Total spending on new construction at 
the base has amounted to only $7.4 mil
lion since 1968; a mere $278,000 has been 
allocated there over the past 5 years. 
During the past fiscal year, there was no 
money in the military construction budg
et for Maxwell. As a result of this inat
tention, the facilities at the base, many 
of which are of Worid War II vintage, 
have seriously deteriorated. Most of the 
buildings there are now in need of either 
major rehabilitation or replacement. 

The Air Training Command, after 
these years of neglect, recently completed 
a plan outlining development at Maxwell 
for the next several years. In its initial 
stage, the plan calls for the Senior Non
Commissioned Officer's Academy, which 
is presently located at Gunter Air Force 
Station, to be transferred to Maxwell. In 
order for the relocation, which the Air 
Force has long desired, to occur, addi
tional investments at Maxwell have to 
be made. Specifically, new visiting quar
ters need to be constructed, since the 
noncommissioned officers would move in-
to the f aclltties currently occupied by 
personnel taking courses at Maxwell. 
Moreover, it would be necessary to ex
pand the classroom building, which ts al
ready overcrowded, in order to accom-

modate the additional students and 
faculty. 

Mr. President, I do not think that these 
basic investments are too mt:ch to ask 
for, when we are talking about maintain
ing quality education at the base which 
provides professional training for Air 
Force personnel from all over the coun
try. As I have pointed out, there 1s strong, 
bipartisan support for these efforts to be 
undertaken, and I urge that funding for 
the projects be included in this legis
lation. 

I yield once again to the floor man
ager of this bill, the Senator from 
Colorado. 

The PRESIDING OFFICER. The 
Senator from Colorado. 

Mr. HART. Mr. President, once again 
I want to express my appreciation to 
the Senator from Alabama, first of all, 
for bringing this matter to the attention 
of the committee, which he did with 
great vigor over a period of time. He 
expressed his own personal concerns and 
that of other Members of the delegation 
from his own State, and I believe in a 
very logical and realistic manner. There 
is no doubt in my mind that the proposal 
which he suggests here in the form of an 
amendment has merit. But, as he also 
recognized, our committee had to operate 
within the budgetary guidelines essen
tially put forward by the administration. 
Dozens of Senators have projects in their 
own States in military facilities which 
would require additional expenditures of 
the same sort that the Senator from 
Alabama focuses on here at Maxwell Air 
Force Base. Many of these, if not all of 
them, have great merit. As I indicated in 
my opening remarks, U we had consider
ably more money, were in a different 
fiscal situation than we are now, almost 
all of these should be taken care of, and 
should be taken care of in 1980. Unf or
tunately, we just cannot do it. 

Our committee has to operate given 
the priority lists provided us by the 
various services, including the Air Force. 
Often in that priority list, projects that 
are near and dear to us, which we feel 
are very important, and which we have 
some personal familiarity with, cannot 
be accommodated. Frankly, Mr. Presi
dent, that includes projects in my own 
home State of Colorado. 

What the subcommittee and full com
mittee ask is the indulgence of all Sen
ators in trying to help us work out these 
difficult problems of priorities. In almost 
all cases Senators have been extremely 
cooperative and willing to undersimld 
the di.fficulties caused by pressing for 
propasals of this sort. 

I would strongly urge and appreciate 
the Senator from Alabama withholding 
on this amendment with the understand
ing that it is in the House bill, and with 
the understanding that our conferees will 
do all that we can to accommodate the 
concerns of the Senator from Alabama, 
which we believe to be genuine, again 
within the boundaries of reasonable fiscal 
restraint. 

Mr. THURMOND. Mr. President, the 
projects ref ~rred to by the distinguished 

Senator from Alabama are essential proj
ects. However, they are in the House 
bill. We can assure him that we will give 
the most careful consideration to them 
in the conference. 

Mr. STEW ART. Mr. President, I un
derstand the Position of the committee 
and of tP.e manager of the bill and the 
ranking minority member with regard to 
this particular request. 

In light of the fact that the House has 
approved this item and it is in their bill, 
it obviously merits a req11est for the rec
ognition of that fact by both denators 
here today representing the committee. 
I trust, based on their statement, that 
this tssue will be given the highest 
priority in the conference committee. 

In consideration of the position of the 
Senator from Colorado and the Senator 
from South Carolina, I will at this time 
withdraw my amendment. 

The PRESIDING OFFICER. The 
amendment is withdrawn. 

The Senator from South carolina.. 
Mr. THURMOND. Mr. President, I ask 

unanimous consent that Don Zimmer
man of Senator JAVITS staff be granted 
the 'Privileges of the floor during the 
consideration of this blll. 

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

Mr. DOMENIC!. Wlll the Senator from 
New Jersey yield for a question, Mr. 
President. 

Mr. WILLIAMS. I will be happy to. 
Mr. DOMENIC!. I have a dialog with 

Senator HART which will take about 30 
seconds. I wonder if the Senator will 
agree to let us do that and not inter
! ere with his amendment. I am f'>r it, as 
a mg,tter of record. 

Mr. WilLIAMS. It is agreeable with 
me if I can have unanimous consent to 
return to this amendment after such dia
log is completed. 

Mr. DOMENIC!. Mr. President, I .isk 
unanimous consent that the dialog 
which I will engage in with Senator HART 
be in order and that it precede any ref er
ence to the amendment of the Senator 
from New Jersey and his introduction 
thereof. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The Senator 
may proceed. 

Mr. DOMENIC!. I wish to clarify one 
point in this Military Construction Act. 
I note thg,t $2.2 million for constructing 
an interchange on I-70 at Holloman Air 
Force Base, N. Mex., is contained in 
the House-passed version of this author
ization. Since I have been working on 
this funding project for some time, I 
am interested in what the Senate ver
sion of the bill contains for this con
struction project. 

Mr. HART. The project which the Sen
ator is discussing was not included in the 
budget request and consequently was not 
cnnsidered by the Committee on Armed 
Services. However, as we have discussed, 
I have looked into the requirement for 
this project, found it to be valid, and I 
intend to urge Senate conferees to ac
cept the House language for construc
tion of the I-70 interchange at Hollo-
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man. I believe we can reach the goal of 
authorizing money for this project with
out having to amend the bill as reported 
by the Senate Armed Services Commit
tee. 

Mr. DOMENIC!. Then, am I to under
stand that the Senator feels reasonably 
confident that we can be assured that 
authority for the I-70 interchange will 
be included in the conference report on 
the Military Construction Authorization 
Act? 

Mr. HART. That ts correct. 
Mr. DOMENIC!. I thank my distin

guished colleague from Colorado for his 
help on this important project and I 
know that the residents of the Holloman 
area will be grateful for the resolution 
of funding for construction. 

Mr. President, I ask unanimous con
sent that Jim Case of Senator MusKIE's 
statr be granted the privileges of the 
fioor. 

The PRESIDING OFFICER (Mr. 
STEWART). Without objection, it ts so 
ordered. 

Mr. STENNIS. If the Senator will yield 
me 1 second on this matter, in response 
to what the Senator said regarding the 
short connection with the interchange, 
what I know about it is favorable to its 
inclusion and I am proud of the fact that 
the manager of the bill and others have 
found merit also. I can assure the Sen
ator that ts my position. 

Mr. DOMENIC!. I thank the chairman 
of the committee very much for his 
remarks. 

Mr. STENNIS. If the Senator from 
Colorado will yield to me for one addi
tional statement, I am supporting the 
bill, of course. This is not a matter of 
helping him, as he does not need help, 
but I am on the fioor in an expression of 
interest and will be available at any time 
the Senator wishes me. 

Mr. HART. I thank the Senator. 
t1P AMENDMENT NO. 316 

(Subsequently numbered amendment 
No. 322) 

Mr. WILLIAMS. Mr. President, I send 
an amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from New Jersey (Mr. WIL
LIAMS), for himself and Senators JAvITs, RAN
DOLPH, PELL, KENNEDY, CRANSTON, RIEGLE, 
HART, MOYNIHAN, MELCHER, and LEVIN, pro
poses an unprinted amendment numbered 
316. 

On page ~9. strike lines 5 through 13. 

Mr. WILLIAMS. Mr. President, the 
amendment I am proposing is on behalf 
of the following Senators: Senators 
JAVITS, RANDOLPH, PELL, KENNEDY, CRAN
STON, RIEGLE, HART, MOYNIHAN, MELCHER, 
andLEvm. 

Mr. President, S. 1319, the Military 
Construction Authorization Act, 1980, 
was reported by the Committee on the 
Armed Services with a provision which 
seriously affects an important program 
within the jurisdiction of the Committee 
on Labor and Human Resources. This 

provision-section 810 of the Military 
Construction Authorization Act-would 
waive the application of the Davis-Bacon 
Act with respect to any construction 
activity authorized by s. 1319 or any 
other military construction authoriza
tion. 

Thus, with one stroke, the Armed 
Services Committee, which has no juris
diction over and incomplete under
standing of our Nation's labor laws, 
has eliminated nearly all military con
struction activity from the Davis-Bacon 
Act's provisions. 

The opp0nents to the Davis-Bacon 
Act have attempted to have this body 
repeal the Davis-Bacon Act in a piece
meal fashion. First, by amendments in 
the Committee on Banking, Housing, 
and Urban Affairs to both housing leg
islation and to the Economic Develop
ment Act, attempts which the members 
of that Banking Committee, in my judg
ment, very wisely voted down. Failing 
there, they took their jurisdictional fo
rum shopping to the Armed Services 
Committee, which acted favorably on 
their proposal despite the objections of 
that committee's wise and gracious 
chairman, the Senator from Mississippi 
(Mr. STENNIS). 

We Dffer this amendment for two 
very distinct and very important rea
sons. The first reason is procedural
the Senate does its business through a 
committee system. These committees are 
established and assigned jurisdictional 
responsibilities, and labor standards 
legislation is clearly within the juris
diction of the Committee on Labor and 
Human Resources, and is not within the 
jurisdiction of the Committee on Armed 
Services. 

I read from rule 25 of the Standing 
Rules of the U.S. Senate: 

( 1) The following standing committees 
shall be appointed at the commencement 
of each Congress, with leave to report by 
bill or otherwise on matters within their 
respect! ve Jurisdictions: 

(m) (1) Committee on Labor and Human 
Resources, to which committee shall be re
ferred all proposed legislation, messages, pe
titions, memorials, and other matters relat
ing to the following subjects: 

12. Labor standa.rds and labor statlatlcs. 
20. Wages and hours of labor. 

The Labor and Human Resources 
Committee has not had the opportunity 
to evaluate section 810 of the pending 
bill or its effects on our Nation's con
struction industry. And the sponsors of 
this provision have not even introduced 
this legislation in bill form so that it 
could be referred to the appropriate com
mittee for consideration. 

I do not believe that the Senate should 
act favorably and thus approve these 
procedures. Such approval would invite 
us to abandon our system of committee 
jurisdiction and to take an irreversible 
step toward legislative chaos and, indeed, 
anarchy, which I believe, we would, in 
the end, deeply regret. 

The second reason thait I believe the 
Senate should delete this destructive pro
vision is because it is entirely devoid of 
merit. 

Mr. Preside .. 1t, the Davis-Bacon Act is 
the most important wage-stabilizing leg
islation in the construction industry. It 
requires that Federal construction con
tractors pay the prevailing wage for 
labor in the area where the construction 
is to occur. The Davis-Bacon Act has 
helped to stabilize the construction in
dustry by discouraging cut-throat com
petition by unscrupulous controotors who 
would destroy all labor standards in their 
attempts to secure construction con
tracts. The Davis-Bacon Act is a com
mitment that our Federal building pro
grams will not be undertaken at the ex
pense of the worker on the job. By pro
tecting the prevailing living standards of 
construction workers, the act assures 
that competition for Federal construc
tion contracts will not be based on the 
ability of a contractor to slash wages. 
Under this law, contractors are, however, 
free to compete against each other b. all 
of the expected ways within our econ
omy-in emciency, know-how and skill, 
but not in how much they can exploit 
their workers. 

To understand the importance of the 
Davis-Bacon Act, it is necessary to un
derstand some aspects of the construc
tion industry. In this country, the con
struction industry has always been vola
tile and intermittent in its business vol
ume, and in the employment oppartu
nities it provides. Over four million work
ers are attached to the construction labor 
force. They are employed by about one
half million busin~ses, and divided into 
more than 30 crafts and trades. Unlike 
most other industries, these are not long
term employment relationships: Workers 
move from job to job and from site to 
site, rarely forming permanent attach
ments to a single employer. The inter
mittent nature of this work diminishes 
the effect of a sometimes seemingly high 
wage rate. Unemployment has been 
persistently higher in this industry than 
in most other segments of our economy, 
recently averaging more than 50 percent 
higher than the national average. Ten 
percent construction against 6 percent 
na.tional average. 

The p0tential for destructive wage 
competition ts always present in the con
struction industry. Because of the rela
tively high unemployment rate, these 
workers are particularly vulnerable. 

In fact, the 1972 Commission on Gov
ernment Procurement Study Group No. 
2, a group that would likely be more con
cerned with procurement than worker 
protection, found that "the wages of 
construction workers on Government 
construction would likely be adversely 
impacted without prevailing wage pro
tection." 

Mr. President, the Davis-Bacon Act 
was enacted in 1931, was part of a trend 
that began much earlier. Kansas had 
adopted a prevailing wage statute in 1891. 
Forty-one States have now adopted "lit
tle Davis-Bacon laws," many of them in 
the 1950's and 1960's. The Davis-Bacon 
Act was a major force in preventing the 
complete disintegration of the construc
tion industry in the 1930's. Its imp0r
tance in preserving labor standards dur-
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ing a period of economic decline cannot 
be understated. 

In this regard, it is significant to note 
that the construction industry housing 
starts for February were at their lowest 
level in 2 V2 years. It is beyond belief that, 
at a time when many forecasters are pre
dicting a recession, we would seriously 
entertain the possibility of abolishing one 
of the major stabilizing influences in the 
construction industry. 

Yet, there are those who would suggest 
that the construction worker should be 
sacrificed in the battle against inflation. 
Section 810 of the pending bill is the 
instrument by which that sacrifice will be 
accomplished, even though there is little 
to suggest that construction wages are 
a significant cause of inflation. 

The annual percentage increases in 
hourly wage rates over the last 7 years 
for construction workers has lagged 
behind the all-industry increases. 

Between 1971 and 1977, the construc
tion workers' increases were '5.9 percent 
per year, compared to the all-industry 
average of 7.3 percent. Between 1975 and 
1977, the gap widened. During that period 
of time, construction workers' increases 
were 5.5 percent per year, and the all
industry increases were 7 .17 percent. The 
April 1977-78 wage rise for construction 
workers was the smallest 12-month in
crease since 1967. 

Under these conditions, it is apparent 
that the repeal of the Davis-Bacon Act 
would cause serious economic and social 
repercussions. It would create havoc in 
the construction industry, giving rise to 
a degree of cut-throat competition we 
have not seen for 50 years. 

This provision obviously will not curb 
inflation. It will not promote stability 
in the construction industry. It will not 
result in an appreciable reduction in the 
Government's construction costs. 

In short, Mr. President, the Senate is 
being asked to buy a pig in a poke. We are 
being asked by a committee without sub
ject matter jurisdiction to abandon a 
public policy which has existed and been 
rea.1flrmed over and over again since 1931. 

A vote for my amendment to strike this 
dangerous provision from the pending 
bill is a vote to return to the rational 
consideration of this important question. 
A vote for my amendment 1s a vote 
against precipitous action by the Senate. 
A vote for my amendment is a vote of 
confidence in the Senate committee sys
tem, and in our ability, through the com
mittee system, to effectively evaluate the 
needs of America's construction workers 
and the construction industry. A vote for 
my amendment is a vote of confidence in 
the ability of the Senate to act carefully, 
and calmly, and with a complete under
standing of all the issues and all the ram
ifications of our actions. 

<Mr. HEFLIN assumed the chair.> 
Mr. HATCH. Will the Senator yield for 

a question? 
Mr. WILLIAMS. I am happy to yield 

to the Senator from Utah. 
Mr. HATCH. I appreciate the distin

guished chairman of the Labor and Hu
man Resources Committee's yielding to 
me. 

Is it not that as of April 27, 1979, I sent 
a letter to him, in fact, Senator TOWER 
and I sent a letter to him, where we 
asked, as cosponsors of S. 29, the Davis
Bacon repeal legislation, to start holding 
hearings on that particular matter in this 
Congress? 

In other words, almost 3 months ago, 
we asked him to start holding hearings so 
that we could be prepared for this type 
of matter when it came up, rather than 
coming in and ask that we do what we 
have asked him to do 3 months ago; is 
that not true? 

Let me be more specific--
Mr. WILLIAMS. My reaction to that 

earlier request, I know the Senator will 
recall, was that those who conscientiously 
feel there should be repeal of Davis
Bacon, or amendment of Davis~Bacon 
certainly should have the opportunity tp 
be heard. The matter should be consid
ered, and it will be in the Labor and 
Human Resources Committee. 

But it would require that we approach 
it, as we should all legislative matter, by 
going to that committee, rather than 
addressing this subject matter through 
amendments on other and unrelated 
bills. 

But that was the approach the oppo
nents of Davis-Bacon took-the oblique 
approach on unrelated legislation. It was 
done on the housing bill, as I mentioned 
earlier, and now on military construction. 
Certainly, I do not sit on the Armed 
Services Committee, and I do not know 
how completely that committee dealt in 
its hearing on this matter. But I do sit 
on Banking, Housing, and Urban Affairs. 

This matter is likely to be coming up 
as an amendment to the housing bill 
when it is taken up by the Senate. We 
did have a hearing on the Davis-Bacon 
application to the housing bill. 

Again, I responded in that committee 
to the need to address the question, al
though I knew it was not the most eff ec
tive, emcient way to approach legislative 
matters, piecemeal, in the wrong 
committees. 

Mr. HATCH. All I am asking is this. 
I did not flle the amendment 1n the 
Military Construction Committee. I had 
nothing to do with that committee. But, 
as I recall, we sent a letter dated April 
27, 1979, to the Senator, as chairman of 
the Labor and Human Resources Com
mittee, which says the following: 

CoMMITTEE ON HUMAN RESOURCES, 
Washington, D.C., April 27, 1979. 

Re s. 29 The Davis-Bacon Repeal Legis
lation. 

Chairman HARRISON A. WILLIAMS, 
Labor and Human Resources Committee, 

U.S. Senate, Washington, D.C. 
DEAR SENATOR WILLIAMS: As I am sure you 

are aware, Senator Hatch introduced the 
above-referenced blll, which Senator Tower 
co-sponsors, on January 15, 1979, the pur
pose of which ls to repeal a federal law that 
makes government an accomplice in cost and 
price excesses in the construction industry. 
The subject ls the federal prevalllng wage 
law, more commonly referred to as the 
Davis-Bacon Act. 

This 1931 law requires the payment of 
"prevalllng" wages on federally assisted con
struction projects which are frequently de
termined by the U.S. Department of Labor 
to be far in excess of average wages in a 

given area. Thus, the law effectively pro
hibits all wage competition. In addition, the 
many archaic work rules required by that 
law also have an inflationary impact on the 
construction industry and the nation's econ
omy as a whole, resulting in the waste of 
taxpayer dollars, and loss of some needed 
construction projects and jobs-particularly 
in lower-income areas. 

We believe that this outmoded wage law, 
although briefly worded, should be repealed 
for the following reasons: 

It was a depression era measure which has 
long since outlived its usefulness; 

It substantially interferes with the work
ing of a free competitive market; 

It ls inflationary because it results in fed
eral and federally-assisted construction con
tracts costing more than other construction 
contracts; 

It gives an unfair advantage to union em
ployers over nonunion employers in bidding 
for government construction contracts; 

It impedes entry of minority groups into 
the construction industry; and 

It unnecessarily protects the highest paid 
skllled workers in our society by legislating 
standards even though they are fully ca
pable of competing successfully without gov
ernment intervention. 

For these reasons, the Davis-Bacon Act 
has been subject to attack by prominent 
economists such as Milton Friedman and 
Walter Heller, the Council on Wage and Price 
Stab111ty, the National Association of Minor
ity Contractors, the New York Times, the 
Chicago Tribune, the U.S. Chamber of Com
merce, the Joint Economic Committee, and 
many other individuals and organizations. 

We commend to your immediate attention 
the GAO report on this subject which was 
distributed today. GAO strongly recommends 
repeal of the Act on the grounds that it ls 
no longer needed because of changing eco
nomic conditions in the economy and the 
construction industry, as well as the lnfta
tionary impact of several hundred milllon 
dollars annually in unnecessary public con
struction and administrative costs. We are 
attaching tor your review the GAO Report 
Summary and the transmittal letter to Con
gress, which clearly set forth the GAO posi
tion on this matter. 

Under these circumstances, we believe that 
immediate hearings on S. 29 a.re warranted 
before the Labor and Human Resources 
Committee, which has the subject-matter 
jurisdiction over this law.-1'nd we respect
fully request that they be scheduled. We 
feel it ls totally in the public interest to 
fairly and fully consider the wisdom under
scoring this Act, which has not received 
oversight in many years, so as to make a 
final Committee determination whether the 
critics of Davis-Bacon, including our con
gressional watchdog, the GAO, are correct 
in their respective evaluations. 

We hope you will agree that the time has 
come to exercise jurisdiction over this seri
ous national concern and to set the record 
straight. We submit that 1! the GAO Report 
ls accurate, this statute is more than just a 
bad one, in these inflation-wracked times, it 
ts intolerable. 

Sincerely, 
ORRIN G. HATCH, 

U.S. Senator. 
JOHN TOWER, 

U.S. Senator. 

THE DAVIS-BACON ACT SHOULD BE 
REPEALED 

The Congress should repeal the act be
cause: 

Significant changes in economic condi
tions, and the economic character of the con
struction industry since 1931 , plus the pas-
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sage of other wage laws, make the act un
necessary. 

After nearly 50 years, the Department of 
Labor has not developed an effective program 
to issue and maintain current and accurate 
wage determinations; it may be impractical 
to ever do so. 

The act results in unnecessary construc
tion and administrative costs of several hun
dred million dollars annually (if the con
struction projects reviewed by GAO are rep
resentative) and has an inflationary effect on 
the areas covered by inaccurate wage rates 
and the economy as a whole. 

COMPI'ROLLER GENERAL 
OJ' THE UNITED STATES, 

Washington, D.C. 
To the President of the Senate and the 

Speaker of the House of Representatives. 
This ls our report to the Congress, "The 

Davis-Bacon Act Should Be Repealed." 
we are recommending that the Congress 

repeal the Davis-Bacon Act because ( 1) there 
have been significant changes in the economy 
since 1931 which we believe make continua
tion of the act unnecessary, (2) after nearly 
50 years, the Department of Labor has yet to 
develop an effective program to issue and 
maintain accurate wage determinations, and 
it may be impractical to ever do so, and (3) 
the act ls 1ntlat1onary, and results in un
necessary construction and administrative 
costs of several hundred mllllon dollars an
nually. 

We are sending copies of this report to the 
Secretaries of Labor; Commerce; Defense; 
Health, Education, and Welfare; Housing 
and Urban Development; Transportation; 
and the Treasury; the Administrator, Envi
ronmental Protection Agency; the Post
master General; and the Director, Offtce of 
Management and Budget. 

ELMER B. STAATS, 
Comptroller General 

of the United States. 

Now, that was the letter we sent. We 
have not had 1 day of hearings on Davis
Bacon in the Labor and Human Re
sources Committee, and I am asking a 
question of my distinguished chairman. 

Mr. HART. Will the Senator yield? 
Mr. HATCH. Yes. 
Mr. HART. We have not had a day of 

hearing in the Armed Services Com
mittee. 

Mr. TOWER. If the Senator will yield, 
there were questions asked of witnesses 
on this particular matter, and I would 
be glad to read that into the REcORD, or 
will do it subsequently. 

So a record has been made in the 
Armed Services Cammittee. 

Mr. HART. Does the Senator from 
Texas think that is making a record on 
an issue of this magnitude? 

Mr. HATCH. There is a 50-year rec
ord on this issue that goes both ways. 

I am not saying we should not have 
more hearings because I think they could 
not help but further enlighten every
body in America as to how bad this bill 
really is. 

Mr. WilLIAMS. Will the Senator 
yield? 

Mr. HATCH. The Senator has been 
very kind. 

Could we have a hearing in the Labor 
and Human Resources Committee and 
could we have a time when this bill could 

be brought to the floor and voted up or 
down? 

Mr. WILLIAMS. I will say again to 
the Senator from Utah what I told him 
back in April. If we can proceed with 
the questions about Davis-Bacon in the 
orderly, legislative way, I would be agree
able. If that forum is to be the Labor 
and Human Resources Committee, if 
that is to be the forum selected by op
ponents of Davis-Bacon, the answer is 
clearly "yes." 

But simultaneously with the April let
ter and discussions with the Senator 
from Utah, the opponents of Davis
Bacon were pursuing the Davis-Bacon 
repealer on other legislation. 

It was then being pursued at the Bank
ing, Housing, and Urban Affairs Com
mittee. 

Mr. HATCH. But I did not--
Mr. WILLIAMS. I told the Senator 

then, "If you folks who oppose Davis
Bacon will gather around, and get to
gether and approach this through the 
Labor Committee, that is the way we will 
proceed, in the orderly way to hearings." 

However, as chairman of the Commit
tee on Labor and Human Resources, if I 
have to be meeting this issue on many 
bills, in many other committees, I will 
have to take my time and apply it to 
those bills from other committees, as I 
did with Banking, Housing and Urban 
Affairs and the Housing Act. 

The Senator from Texas stands beside 
the Senator from Utah, and he knows 
that is exactly what happened in our 
other committee. 

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

Mr. WILLIAMS. I yield. 
Mr. HATCH. I cannot speak for Rep

resentatives and other Senators. All I 
can say is that it was my understanding 
that we would have hearings on this mat
ter and that we would have it come to the 
floor and vote up and down on S. 29. All I 
can say is that, as a result of our con
versations, so far as I am concerned, I 
have been willing to go through our 
Labor and Human Resources Committee 
process, so long as we get it out to the 
floor and vote it up or down. 

Considering the makeup of the Senate, 
I think the odds are heavily against my 
side winning on Davis-Bacon at this par
ticular point. However, it nevertheless 
needs to be debated on the floor of the 
Senate and voted up or down, one way or 
the other. 

I will say this: It is like one of those 
perennial issues-it will be brought back 
and brought ·back and brought back until 
ultimately the taxpayers of the United 
States are considered. 

The only thing I am asking is that, 
since I am willing, as a member of the 
Labor and Human Resources Commit
tee-and I think I have done this 
thus far-to work within the committee 
and to work within the committee struc
ture and to work within the hearings and 
not foment amendments--! cannot speak 
for my other colleagues and will not even 
try to--could we get this matter heard 

and get it on the floor and vote on it up 
or down? 

It does not have to be right away. I am 
in no big hurry on it. I want to have 
hearings and an ultimate vote on the 
floor. I know the distinguished Senator 
from New Jersey can accommodate on 
this matter, if he will. 

Mr. WILLIAMS. I will reply to that, 
precisely. 

Before doing so, I recall that when we 
did hear the Davis-Bacon subject in the 

· Banking Committee, the Senator from 
Utah appeared. 

Mr. HATCH. I did testify, yes. 
Mr. WILLIAMS. He came over, and it 

was a day we all remember. I recall the 
Senator from Utah informing us in our 
Davis-Bacon housing hearing of the 
application of prevailing wages to Ballet 
West, a ballet company. 

Mr. HATCH. That is correct, and how 
it was inapplicable. 

Mr. WILLIAMS. And we had to suggest 
that that was not Davis-Bacon that was 
being applied in that case. 

Mr. HATCH. No, but the concept was 
the same. 

Mr. WILLIAMS. The concept of the 
prevailing wage. It was a finding that 
when Ballet West went to perform, with 
great accomplishment, in New York, the 
prevailing wages in New York--

Mr. HATCH. That was not the way it 
was. What happened was that Ballet 
West had a troop that they paid annu
ally. The Labor Department came in and, 
with the concept of prevailing wages, 
demanded that they meet the New York 
union rates, even though Ballet West was 
the only company in the area of the 
mountain west, and they applied the New 
York prevailing wage rates. 

Mr. WILLIAMS. Only while Ballet 
West was performing within that region. 

Mr. HATCH. No. 
Mr. WILLIAMS. The New York pre

vailing wage applied in the State of 
utah? 

Mr. HATCH. That is right. 
Mr. WILLIAMS. I will join the Senator 

in alarm that that should be the situa
tion. 

Mr. HATCH. I was very upset about it. 
That is how far these types of concepts 
have pervaded this country and cost the 
taxpayers billions of dollars. 

Mr. WILLIAMS. I will now have to do 
a little research in terms of following the 
appearance of the New Jersey Ballet at 
the Virginia Festival of Performing Arts 
in Norfolk, last Friday night. It was a 
performance, I will say, that was worth 
the highest wage ever paid in New York. 
However, I rather doubt that New York 
wages applied to that excellent company 
of the New Jersey Ballet when they ap
peared last Friday night at the Chrysler 
Auditorium in Norfolk, in a performance 
that was most gratifying to those who 
appreciate ballet, and I am sure we all 
do. The reception was Just tremendous 
and, again, worthy of New York wages. 
However, I would not support New York 
wages for performances in Norfolk. 

Mr. HATCH. I agree. 
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Mr. HART. Mr. President, will the 

Senator yield? 
Mr. WILLIAMS. I yield. 
Mr. HART. Mr. President, the fact 

that we are discussing ballet companies 
in connection with the armed services 
military construction b111 is the strongest 
argument I can think of as to why this 
provision should not be in this bill. 

The Senate, in its wisdom, has a com
mittee system. The committees are for 
the purpose of exploring these issues. 
The fact that the Senator from Utah and 
·the Senator from New Jersey are now 
deeply enmeshed in a discussion of the 
wage rates of ballet companies, in the 
framework of the Senate military con
struction authorization bill, is the 
strongest argument I can think of as to 
why the amendment of the Senator from 
New Jersey should be adopted, deleting 
this provision from this bill. 

Mr. HATCH. Mr. President, w111 the 
Sena tor yield? 

Mr. Wll.LIAMS. The Senator from 
Colorado is speaking. 

Mr. HART. Just as the Senator from 
Utah is correct that measures of this 
importance deserve hearings-and I 
agree with him on that, and I believe 
the chairman of the committee also 
agrees-on the other hand, measures of 
this importance should not be voted on 
without hearings, which is exactly what 
is happening here and happened in the 
Armed Services Committee. 

There were some perfunctory ques
tions, as I recall rendered by a staff 
member, responded to by middle-level 
managers-

Mr. TOWER. Senator THURllrlOND ts not 
a staff member. He is a Member of the 
Senate. 

Mr. HART. The excerpts of the tran
script that I saw indicated that the 
questions were propounded by a staff 
member. Nevertheless, I think that all 
of the testimony occupied about 20 min
utes, at most, in the deliberations of our 
commitltee on this bill, which took liter
ally hours, if not days. 

The Senator from Texas well knows 
that, when we took a vote on this, there 
were perhaps 5 minutes of discussion on 
this issue. If that constitutes a record, 
as I said before, I will eat my hat. 

So, just as the Senator from Utah has 
a legitimate grievance that there should 
be hearings, I think the Senator from 
Colorado has a legitimate grievance that 
there were no hearings. 

We are marching off a cliff here, with
out knowing what we are talking about. 
The facts that we are going to debate 
the question of prevailing wage rates for 
ballet companies in New York, or with 
New York wage standards, is the argu
ment I am trying to make. 

Mr. HATCH. I hardly brought that up, 
but it is an important point. 

Mr. HART. Of course, it is. 
Mr. HATCH. If the Federal Govern

ment, pursuant to the application of 
Davis-Bacon, can be so obstreperous and 
asinine as to try to put prevailing New 
York union wage rates on a nonprofit 

ballet company that performs only in 
the West, can the Senator imagine the 
billions of dollars it costs us in military 
construction? That is precisely the 
point. 

Mr. HART. The only thing I can do is 
imagine it, since I do not know it. 

Mr. HATCH. If the Senator does not 
know it, then perhaps it is time he 
started to find out about it; and this is 
one way the august U.S. Senate occa
sionally brings up these multibillion
dollar boondoggles. That is precisely 
what Davis-Bacon is, and I think every
body else knows it, including GAO, 
which just issued a huge report that 
went into the matter. 

I have a question for the distinguished 
chairman, for whom I have tremendous 
respect. In case he has not seen it, here 
is a copy of the report, entitled "The 
Davis-Bacon Act Should Be Repealed." 
I hardly think any Senator should not 
be aware of it, since it has been on the 
books almost 50 years, come 1981. 

I ask this question of my friend and 
colleague from New Jersey: What I am 
saying is that I, for one, did testify be
fore the Banking Committee. As to the 
fact that the Senator from New Jersey 
thought the Ballet West incident was 
memorable, I think it was memorable 
and very important, because it raised the 
large issue of prevailing wage rates, 
which are ruining taxpayers all over 
America-at least, in my humble 
opinion. 

What I am saying is this: I agree, that 
I would like to have hearings in the 
Labor and Human Resources Committee. 
My chairman indicated today that he 
would hold them. In the past, even 
though it has now been almost 3 months 
since I requested them, he said he would 
hold them. Maybe it would help to stop 
this piecemeal approach toward Davis
Bacon. If we would go forward with 
hearings in the committee and if we 
could have some assurance--and I do 
not care when, so long as it is in this 
Congress-that we will bring S. 29 to the 
ftoor, debate it fully, and vote up or 
down, I will agree to a time limit on the 
debate. 

Mr. WILLIAMS. That is what I said in 
April. The committee with jurisdiction 
is the proper way to go on such legis
lative matters. 

Mr. HATCH. Will the Senator do that? 
Mr. WILLIAMS. If a committee has a 

bill rthat is referred, it should be heard 
but when the same subject matter comes 
in from other committees, that is not 
the way. 

If the Senator wm join me in striking 
this labor matter from the military con
struction bill, then we can proceed in 
the orderly way to do the business of the 
U.S. Senate. 

Mr. HATCH. I will consider joining 
the Senator from New Jersey. I have to 
think it over and see what we are agree
ing to. 

Mr. WILLIAMS. We are about ready 
to vote. 

Mr. HATCH. What are we agreeing to? 
Mr. WILLIAMS. To proceed in the 

regular way on a legislative matter, 

hearing it in the committee of jurisdic
tion. 

Mr. HATCH. Can we get it to the ftoor 
and have a debate? 

Mr. WILLIAMS. That is a matter for 
committee deliberations. 

Mr. HATCH. No. We have brought 
matters to the ftoor before. 

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

Mr. HATCH. I am afraid the distin
guished Senator from New Jersey has the 
ftoor. 

Mr. THURMOND. Mr. President, will 
the able Senator from New Jersey yield 
to me a minute or two, so that I may 
question the Senator from Utah. 

Mr. WILLIAMS. I yield. 
Mr. THURMOND. I call to the atten

tion of the distinguished Senator from 
Utah that this does not repeal Davis
Bacon. 

Mr. HATCH. I understand that. 
Mr. THURMOND. This merely waives 

it. It waives it and according to Mr. Fli
akas' testimony-he testified in the Sen
ate, and I was the one to propound the 
question to him-it will save from $70 
million to $210 million. 

Mr. HATCH. In military construction 
alone. 

Mr. THURMOND. On thk; military 
construction bill alone. 

Mr. HATCH. Who saves that money? 
Whose money? 

Mr. THURMOND. The taxpayers get 
the benefit of this money. Why should 
anyone object to the taxpayers saving 
$70 million to $210 million if we can do 
it on this bill, and that is what Father 
Fliakas says. The General Accounting 
Office, as he has stated, has made a study 
here. We have recommended it be re
pealed. They have no interests. That is 
an arm of Congress. And Mr. Fliakas is 
with the administration. He recommends 
that we do this. What is the objection 
to saving money for the taxpayers? 

THE DAVIS-BACON ACT 

• Mr. HELMS. Mr. President, I strongly 
support the proposal to waive the Davis
Bacon Act as it applies to military con
struction. 

The Davis-Bacon Act has been around 
for a long time-since the 1930's, in fact. 
I do not dispute that the Davis-Bacon 
Act was enacted in response to what some 
people saw as a serious and legitimate 
need. But times change, Mr. President, 
and I for one no longer believe that the 
Davis-Bacon Act serves a useful pur
pose. In fact, the effects of the Davis
Bacon Act are now detrimental. 

Many groups and individuals have 
spoken out against the Davis-Bacon 
Act. I would like to bring to the atten
tion of my distinguished colleagues the 
conclusions of one such group. 

In April of this year, the U.S. General 
Accounting Office published a report en
titled "The Davis-Bacon Act Should Be 
Repealed." The report-dated April 27, 
1979-is a result of almost two decades 
of oversight by GAO. I heartily encour
age my colleagues to review it because 
it details example after example of 
wasteful Government spending. 
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In the interest of saving time, I will 

not discuss each of the reasons cited by 
GAO in support of repeal of the Davis
Bacon Act. I would, however, like to list 
each of these reasons. They are as fol
lows: 

First. The Davis-Bacon Act ls no longer 
needed; 

Second. Significant changes in eco
nomic conditions and worker protection 
laws make the Davis-Bacon Act less rele
vant; 

Third. The Davis-Bacon Act ls imprac
tical to administer, resulting in the De
partment of Labor developing and issu
ing inaccurate wage determinations; 

Fourth. The Davis-Bacon Act has re
sulted in increased costs for federally 
financed construction; and finally 

Fifth. The Davis-Bacon Act has had an 
inflationary impact on the economy. 

In conclusion, Mr. President, the Davis
Bacon Act should be eliminated when
ever, and wherever possible. By waiving 
its provisions as they apply to the mili
tary construction bill, we can test the 
feasibility of eliminating the prevailing 
wage rate in one particular type of gov
ernment construction contract. In addi
tion, and of paramount importance, we 
can save the taxpayers of this country a 
substantial amount of money.• 

Mr. TOWER. Mr. President, I wish to 
gain the floor. 

Mr. WILLIAMS. I yield the floor. 
The PRESIDING OFFICER. The Sen

ator from Texas is recognized. 
Mr. TOWER. Mr. President, I am, of 

course, strongly opposed to the effort of 
the Senator from New Jersey to delete 
this section from the military construc
tion bill, and I respond to the juriddic
tional question by simply noting that 
this section does not touch one word of 
the Davis-Bacon Act. It does not re
peal it or amend it in any way. It simply 
does, as the Senator from South Caro
lina suggests, waive it in terms of mili
tary construction. And it is within our 
jurisdiction to try to save money on 
military construction. 

Now, for years and years and yea.rs 
there have been complaints about Davis
Bacon and the cost of it. There are 
numerous studies, committee testimony, 
in the Joint Economic Committee, even 
of this Congress, which have criticized 
Davis-Bacon. The Joint Economic Com
mittee has noted that it does discrimi
nate a.g,ainst minorities in employment 
in the construction business and yet the 
Labor and Human Resources Commit
tee has not held hearings on it. That is 
why we are acting. And we have no 
reasonable expectation really that hear
ings are going to be held. Given the dis
position of that committee a bill will 
never be reported to the floor probably. 
That ls why we have to resort to this 
kind of situation. 

Now, to satisfy the Senator from New 
Jercey, Mr. President, I move that 
S. 1319, a bill to authorize certain con
struction at military installations and 
for other purposes, be referred to the 
Committee on Labor and Human Re
sources with instructions that the com
mittee report the bill as referred no 

later than July 25 with such recommen
dations as the committee may deem 
appropriate. 

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

The PRESIDING OFFICER. Is there 
a sufficient second? 

There is not a sufficient second. 
Mr. WILLIAMS. I suggest the absence 

of a quorum. 
The PRESIDING OFFICER <Mr. 

BOREN) . The clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. BUMPERS. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

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

UP AMENDMENT NO. 317 
(Purpose: To authorize funds for Depart

ment of Defense share of upgrading the 
waste treatment !ac111ty that serves Little 
Rock Air Force Base, Little Rock, Arkansas) 

Mr. BUMPERS. Mr. President, I send 
an amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. Until the 
motion to ref er ha~ been acted upon, 
further business is not in order. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the motion to 
refer be temporarily set aside and that 
other amendments be in order. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. STENNIS. Mr. President, will the 
Senator make it specific? 

Mr. TOWER. I believe the pending 
business is the motion by the Senator 
from Texas to refer S. 1319 to the Com
mittee on Labor and Human Resources 
for a period of 2 weeks. I am simply 
asking unanimous consent that that mo
tion be ~t aside temporarily and that 
other amendments may proceed ahead 
of it. 

The PRESIDING OFFICER. That mo
tion is pending. There is also an amend
ment underlying that motion. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the amendment 
of the Senator from New Jersey also be 
set aside temporarily, reserving the 
rights of the Senator from New Jersey 
and the Senator :irom Texas. 

The PRESIDING OFFICER. Without 
objection, that will be the order, and 
the amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

The Senator from Arkansas (Mr. BUMPERS) 
proposes an unprinted amendment numbered 
317. 

Mr. BUMPERS. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
On page 21, line 19 and 20, insert the fol

lowing: 
DEPARTMENT OF DEFENSE SHARE FOR WATEJI 

POLLUTION CONTROL FACILITIES 

SEc. 305. There 1s authorized to be appro
priated, in accordance with section 808 of 
this Act, the sum of $2,400,000 !or the Depart
ment of Defense share for the upgrading of 

the waste treatment faclllty that serves Little 
Rock Air Force Base, Little Rock, Arkansas. 

On page 29, line 22, strike out "$370,810,-
000" and insert in lieu thereof "$373,210,000". 

On page 29, line 24, strike out "$480,050,-
000" and insert in lieu thereof "e482,450,000". 

On page 48, line 20, insert "on or" after 
"enacted". 

Mr. BUMPERS. Mr. President, the 
military construction authorization 
bill, S. 1319, as reported by the Senate 
Armed Services Committee, includes an 
amendment, which allows the Depart
ment of Defense to make the contribu
tion required by the Environmental Pro
tection Agency for the construction of 
waste treatment facilities serving mili-
tary installations. However, a specific 
authorization is necessary before DOD 
can use funds for this purpose. 

My amendment would provide the au
thorization for the Air Force to pay its 
share of the costs of construction of a 
new waste treatment facility in Jackson
ville, Ark., which is the location of the 
Little Rock Air Force Base. 

Normally, EPA would grant the city 
of Jacksonville 75 percent of the con
struction cost, and the city would raise 
the other 25 percent. However, pursuant 
to section 202 of the Federal Water Pol-
lution Control Act of 1972, EPA issued 
regulations <Program Guidance Mem
orandum PG-62) which require all Fed
eral facilities being served within a proj
ect to pay their fair share of the cost al
locable to the project, in this instance, 
the new waste treatment facility. EPA 
has determined that the Little Rock Air 
Force Base will receive about 25 percent 
of the benefit from the new facility, and 
has therefore told the city of Jackson
ville that it will only give them 50 per
cent of the construction cost, and the 
balance will have to be raised by them 
and the Little Rock Air Force Base. 
Specifically, the cost break down ls as 
follows: $9.5 million total cost; $2.0 mil
lion city of Jacksonville; $2.4 million 
Little Rock Air Force Base; and $5.1 
million EPA. 

Normally, this would be a perfectly 
suitable method of financing, but in this 
instance the city of Jacksonville has a 

contract with the Air Force, executed 
in 1962, the effect of which is that it may 
not be renegotiated, nor may the Federal 
Government be called upon to pay more 
than is provided under the contract. 

And the Air Force has taken the posi
tion that it cannot comply with its own 
guidelines and contribute to the cost of 
this project. So Jacksonville finds itself . 
in the position of not being able to raise 
its share and the Air Force base share 
both. Obviously, if the p:resent waste 
treatment system fails, the Air Force 
base could not be served, and this is pre
cisely what is going to happen unless the 
city of Jacksonville gets help. 

Although increased costs of construc
tion are one of the primary reasons this 
should be accomplished at the earliest 
possible time, there are many other 
pressing re9.Sons. The Jacksonville waste 
treatment facility is among the top 15 
percent of Arkansas pollution problems 
in terms of severity of the pollution. Ac-
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cording to EPA, toxic material is now 
being discharged from the facility. In 
addition, there has been no change in the 
level of treatment since 1960, and al
though the facility qualifies for at least 
secondary treatment, it only has the 
capacity for primary treatment. There 
are instances of sewage overflow, and the 
facility is presently in violation of State 
regulations. 

EPA has committed its share of funds 
to this project, and the Jacksonville City 
Council is prepared to vote a bond issue 
to provide its share. Both are waiting, 
and have been waiting for more than 
2 years, for the Air Force to commit its 
share. 

Mr. President, my amendment would 
authorize the Air Force to pay its share 
in fiscal year 1980. All requirements for 
step I, determination of the most cost 
effective plan, have been met. The proj
ect has been ready to go to step n, ini
tiation of the engineering design, since 
early 1976. But now the project is at a 
standstill and has been for more than 
2years. 

The Environmental Protection Agen
cy's section 201, construction grants 
program, has been recommended by the 
President, the House, and the Senate 
HUD and Independent Agencies Sub
committee to be cut by $400 million. The 
argument for this cut is that EPA is 
estimated to have an unobllgated bal
ance of anywhere from $3 to $4.6 billion 
at the end of fiscal year 1979. Often a 
project's development is slower than the 
schedule of appropriations and the funds 
are not spent as rapidly as anticipated. 

This is not the case with the city of 
Jacksonville. EPA construction grant 
funds have not been spent because a cost
sharing agreement with the Little Rock 
Air Force Base has not been reached. 

Mr. President, this is a community in 
a catch-22 situation, a community which 
has done everything it knows how to 
work out this problem, a community 
which has been unable to move the bu
reaucracy by a single degree. 

I respectfully request the U.S. Senate 
to give Jacksonville, Ark., the relief it 
so desperately needs. 

Mr. President, I have discussed this 
amendment with the distinguished 
chairman of the Military Construction 
Subcommittee, and I believe the amend
ment will be acceptaible. It is very simple 
and equitable. It allows a city which 
serves this Little Rock Air Force Base 
some relief in order to provide waste 
treatment facllities from which the Air 
Force will derive substantial benefit. 

Mr. HART. Mr. President, the Senator 
from Arkansas is correct. The bill be
fore the Senate does provide general au
thority for the Department of Defense 
to make contributions in concert with the 
Environmental Protection Agency for the 
construction of waste treatment facilities 
serving military installations. There is no 
authorization for that to be carried out 
with respect to the specific installation 
that the Senator from Arkansas refers 
to and is concerned about. 

I am perfectly willing, as the manager 
of this bill, to take this proposal to con-

ference. It is not in the House bill. I 
think it is a matter we can take up with 
the House. It has legitimate reasons for 
inclusion. 

Mr. THURMOND. Mr. President, this 
proposal has some merit, and I think it 
would be well to have it in conference 
and to consider it carefully there. In 
order for that to be done, we would have 
to adopt it here. Therefore, I will not 
object, so that it can be considered in 
conference. 

Mr. BUMPERS. I thank both distin
guished floor managers. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. BUMPERS. Mr. President, I would 

like to ask my friend, the distinguished 
chairman of the subcommittee a few 
questions about the bill. I am quite con
cerned about the language in the military 
construction bill providing that "no 
funds authorized to be appropriated by 
this or any other act shall be obligated or 
expended for the purpose of the realign
ment of the Strategic Air Command's 
<SAC> Loring AFB." I want to be certain 
that this language has no implications so 
far as the Blytheville AFB is concerned; 
that is, that this language is not a signal 
to the Air Force to close Blytheville, or 
any other SAC base. 

Mr. HART. I can assure the distin
guished Senator from Arkansas that the 
language he has quoted does not affect 
and will not result in the closing of 
Blytheville Air Force Base. The commit
tee's provision in section 809 to preclude 
the realinement of Loring Air Force Base 
has absolutely no connection to Blythe
ville Air Force Base. In fact, the commit
tee's intention, as expressed in the report 
language concerning strategic basing, is 
that there be no further consideration of 
closing any SAC base until the future of 
our strategic systems is sorted out. It is 
my view and, I think, that of the com
mittee that the Air Force had better quit 
studying SAC base realinements until 
they know where they are going to base 
their strategic systems. 

Mr. BUMPERS. I am pleased to learn 
that the committee has in essence put a 
freeze on any SAC base realinements for 
the time being. I know the people in 
Blytheville will be greatly relieved to 
learn that their Air Force base is not to 
be on any realinement list. You can 
imagine the concern and turmoil that 
have existed in thait community. It seems 
that the base has lived under a base 
closure cloud for years. 

Blytheville Air Force Base has many 
distinct advantages. First, the geographic 
location of Blytheville Air Force Base, 
near the center of our country, gives its 
strategic forces an excellent operational 
flexibility in both readily available un
congested airspace as well as a close 
proximity to many other bases whose 
missions are essential to the smooth 
functioning of the Strategic Air Com
mand. A prime example of this is the fact 
that the current bomber and tanker mis
sion at Blytheville is considered essen
tial in one important aspect because of 
Blytheville-based tanker support for the 

refueling requirements of various tacti
cal fighter installations in the southeast
ern United States. The nearness of 
Blytheville to these tactical fighter in
stallations provides for more economical 
air refueling support to those forces, 
while keeping the tankers positioned to 
support the bomber force. 

Second. Blytheville Air Force Base al
lows bomber aircraft to be located suffi.
ciently close to primary targets for effec
tive utilization. 

Third. Blytheville Air Force Base is 
capable of supporting increases in its 
overall mission with its existing physi
cal plant and facilities which are in good 
condition. 

Fourth. Blytheville Air Force Base has 
been demonstrated to be one of the least 
costly bases to operate when it is com
pared to Strategic Air Command instal
lations of similar size and mission in 
other parts of the country. 

Fifth. Blytheville Air Force Base has 
favorable climatic conditions with a 
mean temperature at 60 degrees com
pared to a 30 degree mean at Loring. 
Also, average annual snowfall at Blythe
ville is 8 inches compared to 114 inches 
of annual snow at Loring. This trans
lates to a utility cost per square foot at 
Blytheville 50 percent less than the same 
costs at Loring. 

These five advantages are but a few of 
the benefits of keeping Blytheville Air 
Force Base at full strength. From a 
purely strategic standpoint, it should 
also be noted that Blytheville is situated 
so that an additional 10 minutes of 
warning time L~ gained in case of attack 
when compared with the warning time 
available to bases situated in the north
ernmost reaches of the continent. 
Blytheville's inland location also affords 
it a distinct advantage in the event of a 
so-called "depressed trajectory" attack 
from submarines off our coasts. 

Mr. President, may I ask one further 
question of the distinguished manager 
of the bill? Why did the committee re
quire the Defense Department to do a 
study of strategic basing requirements? 

Mr. HART. I would be pleased to re
spond to my good friend. During delib
erations on this bill and on the recent 
round of base realinement decisions, it 
became very apparent to the committee 
that the Defense Department has not 
taken a hard look at the future require
ments for the basing of strategic systems. 
At a time when the Defense Department 
is considering first, a new strategic tank
er; second, a new cruise missile carrier; 
third, a long-range verision of the FB-
111; fourth, a replacement for the B-52; 
fifth, the possible air mobile basing of 
ICBM's-although that option now ap
pears to have been discarded for the time 
·being-and sixth, the deployment of 
air launched cruise missiles, they are 
proposing to close a SAC base. The com
mittee was unable to get any cogent re
sponses to questions on future basing 
of these systems. It seems to me and to 
the committee that now-on the eve of 
the SALT debate-is not the time to be 
dismantling a SAC base. The committee, 
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therefore, added language prohibiting 
the closure of Loring Air Force Base and 
directing the study of future SAC basing. 

The advantages of Blytheville Air 
Force Base which you have outlined cer
tainly demonstrate the value of this base 
to the Strategic Air Command and our 
strategic systems. 

I understand the Senator's concerns 
very well. I have the same concerns with 
bases in Colorado. While I do feel that 
there are potential economies in base 
realinements in some places, I am never
theless persuaded that the present Air 
Force SAC bases should be retained. 

Mr. MUSKIE. Mr. President, I would 
like to address the military construc
tion authorization bill which the Com
mittee on Armed Services has reported. 
I support the bill from a budgetary 
standpoint. I oppose the provision with
in the bill that waives the requirements 
of the Davis-Bacon Act in regard to 
military construction activities. 

Regarding the cost implications of the 
bill, it proposes an authorization level 
of $3.7 billion in budget authority. Fiscal 
year 1980 outlays resulting from the bill 
are approximately $1 billion. Both of 
these amounts represent slight reduc
tions from the levels of the adminis
tration's request. 

Mr. President, this military con
struction authorization, if appropriated 
at the levels discussed here, fits within 
the assumptions contained in the na
tional defense targets of the budget 
resolution. 

I extend my congratulations to my 
friend, the chairman of the Military 
Construction Authorization Subcommit
tee and the distinguished Senator from 
Colorado, Mr. HART. He has devoted a 
great deal of e1Iort to this important 
legislation in order that our military 
facilities satisfy the military and hous
ing needs of our Active and Reserve 
Forces. He has brought a military con
struction bill before the Senate that is 
fiscally responsible from the standpoint 
of the first budget resolution for fiscal 
year 1980. He serves as a valued mem
ber of the Budget Committee, and I 
thank him for his support in that re
gard. 

STATEMENT ON LORING 

Mr. President, the military construc
tion authorization bill contains the 
funding necessary to assure that ade
quate facilities are available for military 
housing and military operational needs. 
I have stated that the bill is consistent 
with assumptions regarding the first 
budget resolution. 

There are many significant provisions 
covered in the bill and I would like to 
address one that has a profound impact 
on the strategic capabilities and flexibil
ities of our forces and the economic via
bility of northeast Maine. I am ref erring 
to section 809 of the bill that prohibits 
the proposed realinement of Loring Air 
Force Base. 

In March 1976, the Air Force initially 
announced the decision to realine the 
base. In March of this year, the Air 
Force announced that it had reconfirmed 

its earlier position and that the base 
strength would be reduced by 83 percent 
and Loring would become a forward op
erating base. Since the March 1976 an
nouncement, I have probed continually 
for an answer from the Air Force as to 
the grounds for such a decision. Unf or
tunately, no answer has ever been forth
coming that can stand up to objective 
analysis of all aspects of the realinement. 

In discussions with top Department 
of Defense officials and in detailed evalu
ations of the Air Force environmental 
impact study and other so-called Air 
Force justification documents regarding 
the realinement, the case against Loring 
has never been remotely made. 

Mr. President, Loring Air Force Base 
is crucial to the operational effectiveness 
of our strategic and tactical forces. It is 
impossible to imagine why the Air Force 
would propose to phase down the base 
which is the most ideal SAC base from 
the standpoint of supporting logistics op
erations to European and Middle-East 
contingencies and supporting possible 
strategic operations aimed at Soviet 
targets. 

Loring is 200 miles closer to these loca
tions than other SAC bases located in the 
United States and I do not believe that 
we can afford to relinquish this advan
tage. Further, it seems military unwise 
to realine the base prior to decisions af
fecting future strategic options associ
ated with the cruise missile program, the 
potential follow-on bomber program to 
the B-52, and air defense basing alter
natives to counteract potential Soviet 
backfire capabilities. 

Mr. President, I feel very deeply that 
the Air Force decision to reduce Loring 
Air Force Base is unsound, inconsistent 
with our national interest and an eco
nomic injustice to the people of northern 
Maine. 

I have not come to my position lightly. 
I recognize that base realinements can 
be necessary actions if we are to have an 
effective structure for our national de
fense. I have demonstrated in the past 
that I can accept reductions in my own 
State where the case can be made that 
reductions are necessary in the national 
interest. 

I do not believe, and the people of 
Maine do not believe, that our basing 
strategy ought to be dominated by eco
nomic factors. We are interested in an 
effective, efficient defense structure. 
But, in the process of developing a sound 
defense structure, there is room to con
sider other Federal priorities. 

Environmental policies, local eco
nomic impact, and regional equity are 
all important Federal policies that 
should come in to play. I am sure there 
are those in the Department of Defense 
who resent the application of many or 
all of these concerns. Nevertheless, it is 
one of the responsibilities of Defense of
ficials to assure that the broader social 
and economic policies of our country are 
respected, even as we pursue the critical 
goal of providing for the defense of our 
country. 

In the case of the realinement of Lor-

ing, two specific directives require the 
Department of Defense to examine the 
broader implications of the realinement. 
Section 612 of the Military Construction 
Authorization Act of 1976 and its suc
cessor statute, and a directive from 
President Carter in the spring of 1978, 
require the Department of Defense to 
consider the economic implications of a 
realinement at Loring. 

I will not speak at length today on the 
economic consequences of the Air Force 
proposal. I will state that it would be 
devastating. Estimates indicate that un
employment in the Loring area could 
reach 23 percent; there would be a loss 
of 30 percent of the area's total personal 
income and at 1east a 20-percent loss in 
retail sales. The alleged savings of ap
proximately $13.5 million a year claimed 
by the Air Force for the first years of a 
Loring phase-down would be offset by an 
estimated $100 million cost to other Fed
eral agencies over the initial 5-year pe
riod. So, contrary to the stated position 
of the DOD, there are no savings asso
ciated with Loring phase-down. The 
Government would pay and it would pay 
heavily. 

Therefore, Mr. President, for both na
tional security reasons and economic 
reasons, I strenuously oppose the Air 
Force's decision on Loring. I stated most 
of the basic points of my position in a 
letter to President Carter, dated May 23 
of this year. I ask unanimous consent 
that the letter be printed in the RECORD 
at this point. 

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

U.S. SENATE, 
Washington, D.C., May 23, 1979. 

Hon. JIMMY CARTER, 
President of the United States, 
The White House, 
Washington, D.C. 

DEAR MR. PREsmENT: Since you and I last 
discussed Loring Air Force Base two tmpor
ta.nt events have occurred: (1) the Secretary 
of Defense announced a decision for a phased 
reduction of the base; and (2) the Senate 
Armed Services Committee held a hearing to 
evaluate the proposed reduction of Loring. 

As to the latter, the Committee members 
present at the hearing and myself were im
pressed that the Air Force could not justify 
its decision. We were amazed by the admis
sion that they had not performed the thor
ough analysts necessary to meet the terms of 
your commitment of the requirements of law 
under Title 10, U.S. Code, Section 2687, Base 
Closings and Reallgnments. 

The inadequacy of the Air Force rationale 
tn the Loring decision was again revealed at 
the Armed Services Committee hearing. The 
reduction of Loring jeopardizes a. valuable 
strategic asset (to preserve support opera
tions elsewhere), places a. devastating bur
den on the people of the area !or cost sav
ings which, at best, are marginal to the 
DOD, and under the only complete analysis 
available imposes costs of approximately 
$100 million on the Federal Government. 
Some of the significant information provided 
at the hearing supporting these views in
cluded the following: 

(1) Testimony that Loring ts the prime 
U.S. base !or refueling aircraft !or NATO and 
Middle East contingencies. Further, because 
Loring ts 200 miles closer to key Soviet tar
gets than other U.S. SAC bases, it offers 
range and target flexib111tles for multiple 
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strategic options. These adva.nta.ges a.re par
ticularly significant when considering op
tions for future bomber/ cruise missile mis
sions and the force limitations established 
by the proposed SALT II treaty. 

(2) Rebuttal of Air Force testimony +;ha.t 
Loring's vulnera.b111ty to the Soviet SLBM 
threat is significant since 9 of 11 SAC bases 
closer tha.n Loring to the SLBM threat will be 
recipieruts of a.ircra.ft from Loring. 

(3) An independent estimate tha.t G-yea.r 
socio-economic costs to non-DOD Federa.l 
agencies as a result of the Loring proposal 
ma.y exceed $10(} m1111on while the Air Force 
estimates these costs a.t only $25 m1111on. No 
attempt has been made to resolve the wide 
disparity in these estimates, the sum of which 
exceeds projected DOD cost savings for many 
years. 

(4) A failure by the DOD to comply with 
Title 10, U.S. Code, Section 2687, Base Clos
ings and Realignments, which requirea that 
the Secretary of Defense submit estimates of 
fiscal, local economic, and other consequences 
of proposed closures or realignments. 

(5) A refusal by many non-DOD agencies 
to quantify the costs anticipated because of 
the Loring action. 

( 6) Suppression of a letter from the Re
gional Director, Region 1, of the Small Busi
ness Administration which states tha.t the 
proposed Loring action would devastate 
Aroostook County in Maine a.nd that "SBA's 
support of retention of Loring as a major 
fac111ty would be the single most important 
action that we (SBA) would take in the state 
of Maine !or yea.rs to come." 

All the information suggests the Loring 
decision ls unwise from a m111tary perspec
tive and unsound from an economic one. 
There ls no mmtary case !or phasing down. 
For these reasons, I believe our national in
terests dictate the continuation of the base 
in a fully operational bomber/tanker status. 

With warm regards. 
Sincerely, 

EDMUND $. MUSKIE, 
U.S. Senator. 

Mr. MUSKIE. Mr. President, I would 
like to state my support of the position 
of the Armed Services Committee and of 
the military construction b111 before us. 
The committee held hearings. It listened 
to the arguments on both sides of the 
issue. It reached the only logical conclu
sion that could be reached. The commit
tee's report accompanying the bill states 
that it "has become convinced that there 
are cogent strategic reasons not to dis
mantle this installation <Loring)." 

I believe the committee should be con
gratulated for making its decision. The 
adoption of the Loring provision enables 
the Congress to accept its proper role, 
whereby, in conjunction with the execu
tive branch, decisions are made regarding 
military missions and priorities. These 
types of decisions are rightly those of the 
Congress. The decision sets a precedent-
but it is a precedent with which I am in 
total agreement. Ordinarily, I support the 
Department of Defense in the process of 
determining the U.S. base structure. 
However, the strategic and tactical logis
tics mission advantages provided to our 
forces by Loring Air Force Base cannot 
be overlooked-and discarded. For this 
reason, I congratulate Senators STENNIS 
and TOWER for the full committee, and 
Senators HART and 'I'HuRMo:m> for the 
Military Construction Authorization 
Subcommittee, for their decision to pro
hibit the closing of Loring and to pre-

elude the loss of a very valuable asset of 
our strategic capability. 

In conclusion, I would like to ask 
the distinguished chairman of the Mili
tary Construction Subcommittee a few 
questions regarding the committee's pasi
tion on the Loring matter, to make cer
tain the intent of the provision is clearly 
understood. 

The language of the Loring provision 
refers to the March 1979 Air Force de
cision and then states that no funds au
thorized to be appropriated in the Mili
tary Construction Act or any other act 
shall be obligated or expended for the 
purpose of realining Loring Air Force 
Base. 

First, is it not true that the mention 
of the March decision is to merely refer 
to a point in time when a decision had 
been announced on Loring-and that the 
intent of the Loring provision is to pro
hibit the reallnement of the base? 

Mr. HART. My colleague is correct on 
both points. I will state that the pur
pose of the Loring provision is to pro
hibit the realinement of that base. The 
committee was very concerned about 
strategic implications associated with 
Loring and, until such time as critical 
decisions are made about future strategic 
alternatives for our forces, the commit
tee believed it would be impractical to 
realine Loring. 

Mr. MUSKIE. I thank my good friend 
for his eloquent explanation of the Lor
ing provision and the excellent job he has 
done on this military construction au
thorization bill. 

Mr. HART. I thank my colleague. 
Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. TOWER. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

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

MODD'ICATION OF MOTION TO hEFER 

Mr. TOWER. Mr. President, I amend 
my motion to read July 26 in lieu of 
July 25. 

The PRESIDING OFFICER. The mo
tion is so modified. 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

The PRESIDING OFFICER <Mr. 
BRADLEY). Without objection, it is so 
ordered. 

Mr. TOWER. Mr. President, I ask for 
the yeas and nays on my motion. 

The PRESIDING OFFICER. Is there a 
sum.cient second? There is a sum.cient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the motion of the 
Senator from Texas. 

Mr. TOWER. Mr. President, I think we 
are ready to vote. 

The PRESIDING OFFICER. On this 
question the yeas and nays have been 
ordered, and the clerk will call the roll. 

The second assistant legislative clerk 
called the roll. 

Mr. CRANSTON. I announce that the 
Senator from Georgia <Mr. TALMADGE) 
is necessarily absent. 

Mr. STEVENS. I announce that the 
Senator from Arizona <Mr. GOLDWATER) 
is necessarily absent. 

The PRESIDING OFFICER. Are 
there any Senators in the Chamber desir
ing to vote who have not done so? 

The result was announced-yeas 35, 
nays 63, as follows: 

[Rollcall Vote No. 162 Leg.] 
YEAS-35 

Armstrong 
Bellman 
Boren 
Boschwitz 
Byrd, 

Harry F., Jr. 
Chiles 
Cochran 
Cohen 
Dole 
Domenic! 
Duren berger 

Exon 
Garn 
Hatch 
Hatfield 
Hayakawa 
Helms 
Humphrey 
Jepsen 
Kassebaum 
Laxa.lt 
Lugar 
McClure 

NAY8-63 

Percy 
Pressler 
Roth 
Schmitt 
Simpson 
Stevenson 
Stone 
Thurmond 
Tower 
Wa.llop 
Warner 
Young 

Baker Hart Muskie 
Baucus Hefiin Nelson 
Bayh Heinz Nunn 
Bentsen Holllngs Packwood 
Bi den Huddleston Pell 
Bradley Inouye Proxmire 
Bumpers Jackson Pryor 
Burdick Ja.vlts Randolph 
Byrd, Robert c. Johnston Ribicotr 
Cannon Kennedy Riegle 
Cha.fee Leahy Sarbanes 
Church Levin Sasser 
Cranston Long Schweiker 
Culver Magnuson StatYord 
Danforth Mathias Stennis 
DeConcini Matsunaga Stevens 
Durkin McGovern Stewart 
Eagleton Melcher Tsongas 
Ford Metzenbaum Weicker 
Glenn Morgan Wllllams 
Gravel Moynihan Zorinsky 

NOT VOTING-2 
Goldwater Talmadge 

So the motion was rejected. 
Mr. ROBERT C. BYRD. Mr. President, 

I merely take the fioor at this time to 
see if we might be able to reach some 
agreement on the Williams amendnlent 
as to time. The distinguished Senator 
from Texas is seeking recognition. Will 
he have a response? 

Mr. TOWER. If I may have--
Mr. HART. Mr. President, may we have 

order? 
The PRESIDING OFFICER. Let there 

be order in the Senate. 
Mr. TOWER. I am not prepared at this 

time to agree to controlled time. The 
distinguished chairman of the Human 
Resources Committee has complaiined 
that there had been no opportunity by 
the Human Resources Committee to hold 
hearings on this measure, and my motion 
was to give the Human Resources Com
mittee that opportunity, and thein we 
could have gone ahead with other busi
ness today. 

However, the Human Resources Com
mittee chairman and other members of 
that committee have rejected jurisdic
tion of it at this point. Therefore, we 
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probably should go ahead and debate the 
matter on its merits at this Point because 
I have a great deal of material that I will 
put into the RECORD that I would not have 
done had there been hearings held on the 
matter. 

I thought that was the orderly way to 
dispose of it, to give the Human Re
source Committee the opportunity they 
sought. They have decided to reject that 
opportunity. Therefore, I think there is 
a great need that we debate this issue 
before we act on it. 

Therefore, I am not in Position to agree 
to controlled time. 

Mr. ROBERT C. BYRD. May I say to 
the d1stingiushed Senator from Texas 
one reason why this was rejected was 
that the vote came when I was off the 
fioor negotiating with the chairman of 
the Human Resources Committee. The 
Senator from Colorado was off the fioor, 
and we were cllscussing the very thing 
the Senator 1s talking about, PoSsibly 
reaching an agreement that would send it 
there but with a time agreement when it 
came back. 

But nobody -:vas here to protect us. Now, 
I have :iever let that happen. I would 
never let that happen. If the opposition 
was off the floor, I never took advantage 
of the opposition to see that a vote oc
curred. I have never done that. I have 
tried to protect the OPPoSition, whether 
it be on the minorty side or on this side. 

But Oiil this occasion, I was sitting in 
my office discussing this very matter. 
Bang, the bells rang, and I said, "That's 
a rollcall vote." I come out, and I find 
the Senate voting the matter up or down. 

Any Senator might have wished to 
move to table. We were trying to reach 
an agreement whereby the Senator might 
have his matter sent to the committee. 
This military construction authorization 
bill cannot wait forever. There are ap
propriation bills backed up behind it. 
We have an August holiday coming up. 
That is one reason why I voted against 
this motion. 

I want to be protected while I am off 
the fioor. I always see that the other side 
is protected. Nobody has to have that 
written in blood. But this matter of just 
calling for a vote when everybody is off 
the fioor is a little bit unfair, in my judg
ment, and that is not the game I play. 

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

Mr. ROBERT c. BYRD. Yes. 
Mr. TOWER. I had no desire to leave 

the Senator from West Virginia, or any
body, for that matter, unprotected. The 
Senator from New Jersey, perhaps I mis
understood him, but I thought he had 
indicated to me that no agreement could 
be arrived at because of certain under
takings I was not prepared to make, and 
there! ore I thought the ball game was 
over. 

Mr. ROBERT C. BYRD. He had come 
back to me, and we were discussing the 
matter. 

Mr. TOWER. I had misunderstood the 
Senator from New Jersey. I simply asked 
for the yeas and nays; nobody sought to 
speak on the matter. 

Mr. ROBERT C. BYRD. And nobody 
put in a quorum. 

Mr. BAKER. Mr. President, will the 
Senator yield to me for a moment? 

Mr. ROBERT C. BYRD. Yes. 
Mr. BAKER. Mr. President, I interject 

these remarks not to try to assert one 
point of view or the other, but rather to 
say it was my understanding when I left 
the fioor of the Senate a few minutes ago 
that the negotiations undertaken had 
failed. That was my understanding, and 
I went to the caucus room to participate 
in the SALT hearings. 

I am frankly distressed that it appears 
now that negotiations were underway at 
the time, and we might have worked this 
out. Frankly, I would like to see it 
worked out so we can address mil-con 
as one matter and Davis-Bacon as a free, 
separate package. 

I did not know this vote was going to 
occur. I am sure the Senator from Texas 
was in good faith in believing that the 
negotiations had been ended, just as I 
thought they had been ended. But it 
seems to me if there 1s still a remaining 
chance that we can arrive at a unani
mous-consent arrangement to find a 
way to deal with this in an orderly fash
ion, we should try to do it. There is no 
irreparable damage done. I understand 
the distress of the majority leader, but 
I would hope we could see if we can work 
out an arrangement either to refer mil
con for a time, or find a way to split the 
Davis-Bacon aspect out of it, so we can 
deal with that at some future time as a 
separate measure. I am willing to par
ticipate in such negotiations, if that 
would be helpful, but I do not like 
there to be any inference that anything 
was done in bad faith. 

Mr. TOWER. Mr. President--
Mr. ROBERT C. BYRD. I will yield 1n 

a moment. I am as much a peacemaker 
as anybody, when it comes to that, may 
I say to the distinguished minority 
leader, and I have as much patience as 
aynone has, I think. But I do not believe 
it is kosher, just because one thinks ne
gotiations have broken down, to take 
advantage of the opportunity when the 
opponents of the motion are off the 
fioor, and let the vote occur. I would 
certainly have thought it would have 
been common courtesy to put in a 
quorum call and alert the others that a 
vote was about to occur. 

That having been said, I made a pro
posal to the distinguished Senator from 
New Jersey. I do not know whether he 
was about to accept it or not, but I had 
proPosed that we send the matter to the 
committee and that it be referred back 
by a certain date-the date the Senator 
from Texas suggested was all right with 
me-provided we could get a time agree
ment when it came back, so the thing 
would not be around the Senate for sev
eral days, because this authorization 
measure onght to be passed before we 
go out for August, because when we 
come back we still have the appropria
tion bill backed up behind it, and we 
have the second concurrent budget res
olution to be passed by September 15; 
so this ought to be disposed of in a day 
or so. 

That was the proposal I had just 
made to the Senator from New Jersey. 

Whether he was prepared to accept it 
or not, he can say for himself, but there 
was still room for negotiation. 

Mr. TOWER. Mr. President, if the 
Senator will yield--

Mr. ROBERT C. BYRD. I yield. 
Mr. TOWER. I had already said I 

would agree to a controlled time when 
the matter was reported back to the 
Senate, and a reasonable controlled 
time. I am as anxious as anyone to see 
the military construction bill passed. 

There were about six Democratic sen
ators on the fioor at the time I requested 
the vote, most of whom I thought were 
opposed to the motion. Perhaps I was 
remiss in not putting in a quorum call. 
I did not set the time for the vote. It 1s 
something that just happened. But as 
the majority leader knows, I had al
ready said before the vote that I would 
agree to controlled time, and that I 
would not take any initiative other than 
this one on Davis-Bacon in the interim 
period between the time this was re
f erred to the Human Resources Commit
tee and the time it came back. But that 
is the only undertaking I can make. 

Mr. ROBERT c. BYRD. All right. Does 
the Senator from New Jersey wish to 
comment? 

Mr. WILLIAMS. Mr. President, we 
have honestly tried to work this out so 
that we could find a way to deal with the 
military construction bill without this 
Davis-Bacon provision---so that that 
would be handled separately, but obvi
ously we cannot go through all of the 
complex discussions that have been held 
over the last 3 hours, and we are at a 
point now where we are faced with a very 
limited time to consider this in commit
tee, with many other things to consider 
before the committee within the next 
2 weeks. 

I joined the majority leader in not 
voting for this motion to refer. I have 
spent considerable time in saying that 
Davis-Bacon ought to be referred to the 
Human Resources Committee, and now 
I have voted against sending it there, but 
it was being sent for a limited reason: 
Not because it was part of military con
struction, which I say it should not be 
part of, but because it was sought to be 
referred for too short a time for our 
meaningful consideration. 

The Senator from New York <Mr. 
JAVITS), who was the ranking minority 
member on our Subcommittee on Labor, 
when we had it, and I could confer fur
ther, perhaps we could see whether we 
could do justice to the limited subject 
matter of the Tower amendment to the 
pending military construction bill within 
that short time, and with other under
standings that might be part of that. 
Maybe we could do that within 5 minutes. 

Mr. ROBERT C. BYRD. Will the Sen
ator do that? 

Mr. WILLIAMS. Yes. 
Mr. ROBERT c. BYRD. Mr. President, 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The second assistant legislative clerk 

proceeded to call the roll. 
Mr. NELSON. Mr. President, I ask 

unanimous consent that the order for the 
quorum call be rescinded. 
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The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. NELSON. Mr. President, I ask 
unanimous consent that privilege of the 
floor be granted to my legislative aide, 
Peter Connolly, during the consideration 
of and during all votes on s. 1064 and S. 
1149. . 

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

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

Mr. EXON. Mr. President, this is in 
the interest of saving time that I think 
will be meaningful, because I am hope
ful that the latest round of negotiations 
and renegotiations, and renegotiations of 
negotiations, will be fruitful in the next 
few moments. 

Since 10:30 this morning, as those of 
us who have been here know, we have 
been on S. 1319. Since that time, there 
has been laying on the desk an amend
ment I was going to offer. But with the 
agreement that has been worked out, I 
will withhold offering that amendment 
until toward the end of this month. 
Then I suspect that the bill in question 
will be coming up once again. 

I wish at this time, just as a matter 
of explanation, to briefly make these re
marks in the RECORD with regard to the 
amendment which I am offering. 

It is a very simple amendment. It 
merely says that it would raise the 
threshold of applicability of the Davis
Bacon Act from $2,000 to $50,000. 

Mr. President, this act has been at 
a $2,000 level since way back in 1935. 

While I certainly am not for total 
repeal of the Davis-Bacon Act, I think 
those of us who have studied it recognize 
that there are some legitimate com
plaints that have been made against that 
act. 

If the amendment that I intend to off er 
at the end of the month is finally adopt
ed, we would reduce significantly the 
amount of paperwork for Davis-Bacon 
compliance. In fact, it could cut by half 
the amount of paperwork that is in
volved because the research that we 
have done indicates that almost half of 
the total jobs that have been authorized 
and previously qualified for under Davis
Bacon would be eliminated if we would 
simply raise this limit. 

To those who are concerned about rais
tng this limit, that it might affect unfair
ly the wage scales in a certain area, I 
would suggest that it would not, because 
even if this amendment is adopted by the 
Senate when it is offered, 95 percent plus 
of all the moneys that we still spend on 
all our construction involving Federal 
funds would come under the Davis
Bacon Act as in the past. 

Mr. President, what my amendment 
would do would be to eliminate about 
half of the contracts that presently are 
and in the past have been out under this 
act, giving the smaller, independent busi
nessmen a chance to bid-successfully, 
it is hoped--on many of these contracts, 
and simply modernize Davis-Bacon. 

Some opposition has been expressed to 
this, but I hope that when it comes to a 
vote, all of us will recognize, regardless 
of how we feel about Davis-Bacon in 

toto, that somewhere along the line it 
must be modernized. 

The main complaint about Davis
Bacon, I think, has come about because 
of the poor administration of this act 
over the years, by both Democratic and 
Republican administrations. I hope this 
administration will hear us loud and 
clear, with the actions we are taking in 
the U.S. Senate today, that it is about 
time the Department of Labor did a much 
better job than it has done in the past 
on the wage survey rates. Even the De
partment of Labor indicates that it has 
done a poor job on this in the past. 

I hope that after all our deliberations 
and the many votes that undoubtedly we 
will have on this bill in the next few 
weeks or the next few months, and per
haps next year, we w111 remember that 
we can eliminate most of the problems 
that involve Davis-Bacon at the present 
time if we simply wlll raise the amount 
of the contracts covered under Davis
Bacon, on one hand, and, even more im
portant, see to it that there is much bet
ter administration of the bill by the De
partment of Labor. 

UP AMENDMENT 318 

(Purpose: To delay the proposed closure or 
realinement of Fort Indiantown Gap, Ann
vme, Pennsylvania, and New Cumberland 
Army Depot, New Cumberland, Pennsyl
vania, until after the Secretary of the Army 
has conducted an economic impact study) 

Mr. HEINZ. Mr. President, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. This 
amendment is not in order because of the 
pending amendment by the Senator from 
New Jersey. 

Mr. HEINZ. Mr. President, I ask unan
imous consent that my amendment be 
considered in order at this .time, so that 
we can expedite the business of the 
Senate. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

The amendment will be stated. 
The assistant legislative clerk read as 

follows: 
The Senator from Pennsylvania (Mr. 

HEINZ) proposes an unprinted amendment 
numbered 318. 

Mr. HEINZ. Mr. President, I ask unan
imous consent that the reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
At the appropriate place in the b111 insert 

the following new section: 
SEc. . No action with respect to the pro

posed closure or the reallgnment of Fort 
Indiantown GQp, Annvllle, Pennsylvania., or 
New Cumberland Army Depot, New Cumber
land, Pennsylvania., until the Secretary o! the 
Army has conducted a study of the economic 
impact on central Pennsylvania of ( 1) the 
proposed closure or realignment, as the case 
may be, of each such military installation, 
and (2) the recent nuclear accident that oc
curred a.t Three Mile Island, Middletown, 
Pennsylvania. 

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

Mr. HEINZ. I yield. 
Mr. HART. Will the Senator send the 

floor manager a copy, or can one be pro
vided? 

Mr. HEINZ. I apologize to the Senator. 
Mr. President, this is the same amend

ment I discussed with the managers of 
the bill a few minutes ago. 

Mr. President, my amendment to 
S. 1319, the military construction author
ization, would prohibit the relocation of 
some 2,000 positions at Fort Indiantown 
Gap and New Cumberland Army Depot, 
until the Secretary of the Army has con
ducted a study of the impact on the local 
economy of this relocation and the Three 
Mile Island nuclear plant accident. 

The announcement of the realinements 
were made on March 28, the same day 
that the accident at the Metropolitan 
Edison Three Mile Island nuclear plant 
occurred. That accident has had a serious 
adverse effect on central Pennsylvania, 
the same region impacted by the two base 
realinements. The difficulties the region 
is experiencing are made all the more 
difficult by the unprecedented nature of 
the nuclear accident and the uncertain
ties it creates for the future. 

We simply do not yet know what this 
disaster is going to mean for the re
gion's economy. We do know, however, 
that relocating the personnel at these 
bases will be an additional severe blow 
to the economy, adding further to the 
region's burdens. 

I have written Army Secretary Alex
ander requesting him to conduct an in
depth economic impact analysis of the 
combined effect of the base realinements 
and the nuclear accident on the region. 
That study, which Jack Watson of the 
President's staff estimated would take 
6 to 7 months, w111 provide the adminis
tration the necessary guidance as to what 
action to take with respect to Indian
town Gap and New Cumberland Army 
Depot. To relocate those personnel with
out this detailed study would be a real 
blow to the people of that part of my 
State, already burdened by Three Mile 
Island. 

My amendment would simply prohibit 
the implementation of the realinements 
until completion of the study. At that 
point, if the administration chose, it 
could proceed with them. If it did so, 
however, it would be with full knowledge 
of the economic consequences, knowledge 
we currently lack. 

I believe this amendment is an impor
tant part of our efforts to help the citi
zens in the area around Three Mlle Is
land to recover from the economic effects 
of what happened there last March, and 
I urge my colleagues to support it. 

Mr. President, I ask unanimous con
sent the text of my June 21, 1976 letter 
to Secretary Alexander be included in the 
RECORD at this point. 

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

WASHINGTON, D.C., 
June 21, 1979. 

Hon. CLIFFORD ALEXANDER, 
Secretary of the Army, 
The Pentagon, 
Washington, D.C. 

DEAR Ma. SECRETARY: As you know, I and 
other Members of the Pennsylvania Delega
tiontion have met with your assistant Secre
tary to discuss the proposed transfer and 
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elimination of some 1621 jobs at Indian
town Gap and New Cumberland, Pennsyl
vania. 

At that meeting, Assistant Secretary Gibbs 
advised us of the results of Army studies 
With regard to the economic impact on the 
area, as well as on the comparative economic 
advantages to the Department of Defense. 
Moreover, the Assistant Secretary was kind 
enough to offer to review any adclitional 
economic statistics which Members had 
which we felt were relevant. 

It came as a surprise to the Assistant Sec
retary, however, when he was advised that 
the Army's announcement was made on the 
same morning as the accident at Three Mlle 
Island. Clearly, the resulting economic im
pact from the Three Mlle Island was not a 
part of the Army's study for the proposed 
realignment. Nor, at the same time, do we in 
the Delegation, nor does the Governor, have 
the capacity to provide you accurate pro
jections of the economic impact over the 
coming year. 

Given the Army's ab111ty to gauge eco
nomic adjustment factors, I believe that 
your agency would be well suited to under
take such an analysis. Without question, no 
recommendation on Fort Indiantown Gap 
or New Cumberland can be complete with
out an in-depth analysis of the combined 
effects of the accident at Three Mile Island 
with the Army proposals for the central area 
of Pennsylvania. To propose any major move 
without a clear understanding of the total 
impact would be unreasonable, as such a 
proposal might well serve to aggravate exist
ing fears and concerns for the economic 
health and viab111ty of the communities sur
rounding Three Mile Island, New Cumber
land Army Depot, and Fort Indiantown Gap. 

Consequently, I would very much appreci
ate your full review of the situation, includ
ing an economic impact analysts which takes 
into account the Three Mlle Island accident. 
In this way, both the Army and the Congress 
would have full opportuntty to balance the 
effects of your recommendations before tak
ing any action. 

Sincerely, 
JOHN HEINZ, 

U.S. Senate. 

Mr. HEINZ. The situation, very sim
ply, is that on the very day that we had 
a nuclear accident at Three Mile Island 
some decisions were taken in the u.s'. 

. Department of Defense that would im
pact directly on the economy of the area 
by relocaiting certain military activities 
from Fort Indiantown Gap and New 
Cumberland Army Depot to other army 
installations. 

I do not seek to undo those decisions by 
the Department of Defense. However, I 
do seek to delay them until the study 
thait I have discussed with the White 
House-and which I understand the Sec
retary of the Army is in the process of 
undertaking-is completed. This may be 
a matter of some months. It is not the 
intention of this Senator to foreclose 
a decision that might be based on the 
completion of that study at some future 
date. Obviously, if this amendment is not 
accepted, it will be an open and shut 
issue. 

I hope the amendment will be ac
cepted. 

The PRESIDING OFFICER <Mr. 
ExoN). The Chair recognizes the Senator 
from Colorado. 

Mr. HART. Mr. President, the subcom
mittee and the full committee have re
sisted strenuously efforts by various 
Senators to make adjustments or changes 
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or to attempt legislatively to block e1f orts 
by the Defense Department to consoli
date and realine bases. 

The case which the Senator from 
Pennsylvania cites is an extraordinary 
one, having to do with circumstances that 
have nothing to do with the question of 
the realinement of those bases. 

Under those circumstances, and since 
the amendment does not attempt in any 
way to prejudice or prejudge the ulti
mate outcome of the question of closure 
or realinement, it seems that the com
mittee would be prepared to accept the 
amendment at this time, take it to con
ference, and discuss it with the House 
conferees. 

Mr. THURMOND. Mr. President, for 
the reasons stated by the distinguished 
Senator from Colorado, and in view of 
the special circumstances that have 
existed in the State of Pennsylvania with 
regard to the Three Mile Island situation, 
I am willing to go along with the amend
ment. 

Mr. HEINZ. Mr. President, I thank the 
managers of the bill, the distinguished 
Senator from Colorado and the distin
guished Senator from South Carolina, 
for their understanding of th1s matter. 
I appreciate their support. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment. 

The amendment was agreed to. 
Mr. HEINZ. Mr. President, I move to 

reconsider the vote by which the amend
ment was agreed to. 

Mr. HART. I move to lay that motion 
on the table. 

The motion to lay on the table waa 
agreed to. 

Mr. HART. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. HEINZ. Mr. President, I ask unan
iinous consent that the order for the 
quorum call be rescinded. 

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

The Chair recognizes the Senator from 
Pennsylvania. -

Mr. HEINZ. Mr. President, on my 
amendment just adopted by the Senate 
I neglected to send a corrected copy of 
the amendment to the desk. I ask unani
mous consent that the technically correct 
copy of the amendment be sent to the 
desk and be considered as the amend
ment that was adopted. 

Mr. HART. Mr. President, reserving 
the right to object, do I understand the 
corrections will not subsequently change 
the amendment? 

Mr. HEINZ. The Senator is entirely 
correct. I conferred with the Senator's 
staff. Indeed, were I not to make this 
correction, we would not have voted on 
the amendment that the Senator origi
nally agreed to. 

Mr. TOWER. Does the Senator under
stand that? 

Mr. HART. I thank the Senator. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. The amend
ment is as follows: 

On page 49, after line 13 Insert the follow
ing new section: 

SEC. . No action with respect to the pro
posed closure or the realignment o! Fort 
Indiantown Gap, Annville, Pennsylvania, or 
New Cumberland Army Depot, New Cumber
land, Pennsylvania, shall be taken until the 
Secretary of the Army has conducted a study 
of the economic impact on central Pennsyl
vania o! ( 1) the proposed closure or re
alignment, as the case may be, of each such 
military installation, and (2) the recent 
nuclear accident that occurred at Three Mlle 
Island, Middleton, Pennsylvania. 

UNANIMOUS-CONSENT AGREEMENT 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I believe that I am correct in stat
ing, based on my conversations with the 
distinguished manager of the bill <Mr. 
HART), that all amendments to the bill, 
so far as we know, have been disposed of 
with the exception of the pending 
amendment by Mr. WILLIAMS to strike 
section 810, and an amendment by Mr. 
EXON. 

If that be the case, I am about to pro
pound a unanimous-consent request that 
is based on consultations with--

Mr. TOWER. Everybody. 
Mr. ROBERT c. BYRD. Everybody, 

but specifically the minority leader, the 
manager of the bill <Mr. HART), the 
ranking Republican manager <Mr. 
THURMOND) , the chairman of the Labor 
and Human Resources Committee <Mr. 
WILLIAMS) ' the ranking Republican 
member of that committee <Mr. JAvrrs>, 
Mr. TOWER, the chairman of the Armed 
Services Committee <Mr. STENNIS) , Mr. 
ExoN, and others if I have left them out. 

Mr. President, the request is as fol
lows: 

I ask unanimous consent that the mili
tary construction authorization bill be 
referred to the Committee on Labor and 
Human Resources, to be reported out as 
referred no later than the close of busi
ness July 26, 1978; 

Provided further, that the majority 
leader be authorized, after consultations 
with the distinguished minority leader, to 
call up the bill between July 30 and Au
gust l, inclusive of both dates; 

Provided further, that the pending 
amendment at that time would be the 
amendment to strike section 810; 

Provided further, that the only other 
amendment permitted would be that of 
Mr. ExoN, the identity of which we are 
all familiar with; and any amendment to 
that amendment which is germane to 
that amendment; 

Provided further, that there be a time 
limitation on the bill, when it is called 
up, of 2 hours, to be equally divided be
tween Mr. HART and Mr. THURMOND, and 
that there be 1 hour on any amendment; 
that there be 30 minutes on any debat
able motion, appeal, or point of order if 
such is submitted to the Senate by the 
Chair; and 

That the agreement as to the division 
and control of time be in the usual form. 

Mr. BAKER. Mr. President, reserving 
the right to object, and I will not 
object--

The PRESIDING OFFICER. The Chair 
recognizes the minority leader. 

Mr. BAKER. I thank the Chair. 
Mr. ROBERT C. BYRD. Mr. President, 

I have the floor. I yield to the minority 
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leader for a reservation of the right to 
object. 

Mr. BAKER. I thank the Chair. and I 
thank the majortty leader. 

Mr. ROBERT C. BYRD. The Senator 
has the floor on reservation. 

Mr. BAKER. I reserve the right to 
object only for the purpose of advising 
the majority leader that the request as 
he has propounded it conforms to the re
quest as we have submitted it to Members 
on this side. I see the distinguished man
ager of the bill on our side is here, and 
the distinguished ranking minortty mem
ber of the Armed Services Committee is 
here, and other Senators as well. I know 
of no objection to this formulation, and 
I have none. I wish only to reserve to 
advise the majority leader of that. 

Mr. ROBERT c. BYRD. I thank the 
distinguished minortty leader. 

Mr. HART. Mr. President, reserving the 
right to object, iit is my understanding 
that under the request of the distin
guished majority leader, all business that 
has transpired to this point on the bill 
will be, in effect, preserved when the bill 
is reported back by the Labor Committee; 
and further, that a.µy other amendments 
except those which are contained in the 
order would not be in order. 

Mr. ROBERT c. BYRD. The Senator 
is correct. 

Mr. HART. I thank the majority 
leader. 

Mr. THURMOND. Mr. President, the 
request that has been made pursuant to 
the agreement of the parties meets my 
approval, and I go along with it. 

The PRESIDING OFFICER. Is there 
objection to the request of the Genator 
from West Virginia? 

The Chair hearing none, it is so 
ordered. 

The text of the agreement follows: 
Ordered, That S. 1319 (Order No. 226), a 

bill to authorize certain construction at 
military installations, and for other pur
poses, be referred to the Committee on Labor 
and Human Resources with instructions 
that it be reported out as referred, dnclud
ing all amendments agreed to, no later tha.n 
the close or business on July 26, 1979. 

Ordered further, That the Majority Lead
er be authorized on July 30th or 31st, or 
August 1st, to call up said bill, with the 
pending amendment by the Senator from 
New Jersey (Mr. Williams) to be the pending 
questi~. and with no other amendments 
in order, except an amendment by the 
Senator from Nebraska. (Mr. Exon) and any 
germane amendment thereto. 

Ordered further, That debate on any 
amendment be limited to 1 hour, to be equal
ly divided and controlled by the mover of 
such and the manager of the bill, and de
bate on any debatable motion, appeal, or 
point of order which is submitted or on 
which the Chair entertains debaite shall be 
limited to 30 minutes, to be equally divided 
and controlled by the mover of such and 
the manager of the b1ll: Provided, That in 
the event the ma.nager of the b'ill is in favor 
of any such attnendment or motion, the time 
in opposition thereto shall be controlled by 
the minority leader or his deslgnee. 

Ordered further, That on the question of 
final passage of the said bill, debate shall 
be limited to 2 hours, to be equally divided 
and cont.a'olled, respectively, by the Senator 
from Colorado (Mr. Hart) and the Senator 
from SOuth Carolina (Mr. Thurmond) : 
Provided, That the said Senators, or either 
ot t.bem, may, from the time under their 

control on the passage or the sa.1.d blll, allot 
additional time to wny Sena.t.or during the 
consideration o'f a.ny a.mendmenlt, debatable 
motion, appeal, or point of order. 

Mr. HART. Mr. President, will the 
Sena tor yield? 

Mr. ROBERT c. BYRD. I yield to the 
Senator from Colorado. 

Mr. HART. Mr. President, I thank the 
majority leader and the minority leader 
for their efforts in a very difficult situa
tion. I think they have both acted very 
wisely and very helpfully, and I thank 
them both. 

Mr. ROBERT c. BYRD. Mr. President, 
I thank the Senator from Colorado. 

Mr. BAKER. I thank the Senator as 
well. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask that the Senate now proceed to the 
consideration of matters under the order 
previously entered. 

REAUTHORIZATION OF FEDERAL IN
SURANCE ADMINISTRATION IN
SURANCE PROGRAMS 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of S. 903, 
which the clerk will report. 

The second assistant legislative clerk 
read as follows: 

Calendar Order No. 155, a bill (S. 903) to 
extend the crime insurance and riot rein
surance programs under title XII of the 
National Housing Act, the national fiood 
insurance program under the National 
Flood Insurance Act of 1968, to authorize 
appropriations for studies under the Na
tional Flood Insurance Act of 1968 for the 
fiscal years 1980 and 1981, and for other 
purposes, 

The Senate proceeded to consider the 
bill, which had been reported from the 
Committee on Banking, Housing, and 
Urban Affairs with an amendment to 
strike all after the enacting clause and 
insert the following: 

That section 1201 of the National Housing 
Act ls amended-

( 1) by striking out in subsection (b) (1), 
"September 30, 1980" and inserting in lieu 
thereof "September 30, 1981 "; and 

(2) by striking out, in subsection (b) (1) 
(A). "September 30, 1983" and inserting in 
lieu thereof "September 30, 1984". 

SEC. 2. (a) Section 1319 of the National 
Flood Insurance Act of 1968 is amended by 
striking out "September 30, 1980" and in
serting in lieu thereof "September 30, 1981". 

(b) Section 1336(a) of such Act ls amend
ed by striking out "September 30, 1980" and 
Inserting in lieu thereof September 30, 1981". 

(c) Section 1376(c) of such Act ls amend
ed by striking out "and not to exceed $114,-
000,000 for the fiscal year 1979" and insert
ing In lieu thereof the following: "not to 
exceed $114,000,000 for the fiscal year 1979, 
and not to exceed $74,000,000 for the fiscal 
year 1980". 

The PRESIDING OFFICER. The 
Chair recognizes the Senator from Ala
bama. 

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

Mr.STEWART. Yes. 
UNANIMOUS CONSENT AGREEMENT 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I ask unanimous consent that on 
this measure there be a time limitation 
as follows: 

A one-half hour time limitation on the 
bill, to be equally divided between the 
Senator from Alabama <Mr. STEWART) 
and the Senator from Utah <Mr. GARN); 

That there be a time limitation on any 
amendment thereto of 10 minutes, a time 
limitation on any debatable motion, ap
peal, or point of order of 10 minutes; and 

That the agreement be in the usual 
form. 

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

Mr. ROBERT C. BYRD. Mr. President, 
with respect to the next bill which fol
lows on after the disposition of the pend
ing bill, or Calendar Order No. 169, the 
rural housing bill, I ask unanimous con
sent that the following agreement be 
in order: 

That there be 1 Y2 hours on the bill, to 
be equally divided between Mr. MORGAN 
and Mr. GARN; 

That there be 1 hour on any amend
ment in the first degree, 30 minutes on 
any amendment in the second degree, 
and 20 minutes on any debatable mo
tion, point of order, or appeal; and 

That the agreement be in the usual 
form. 

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

Mr. ROBERT c. BYRD. I further ask 
unanimous consent, in the case of both 
bills, Calendar Order No. 155 and Calen
dar Order No. 169, that following the 
third reading of the measures, they be 
put aside temporarily until such time 
as the third housing bill, Calendar Order 
No. 176, has been called up and is 1n 
the amendment stage, and ·that no call 
for the regular order bring either of 
those two bills back before the Senate 
until such time as the third measure is 
before the Senate, and only then for the 
purposes of incorporating them into that 
bill, as amended. 

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

Mr. ROBERT c. BYRD. I believe that 
concludes my request, and I thank the 
minority leader and all Senators. 

The PRESIDING OFFICER. The 
Chair recognizes the Senator from Ala
bama. 

STATEMENT OF SENATOR STEWART 

Mr. STEWART. Mr. President, S. 903, 
is a bill to extend the crime insurance 
and riot reinsurance program under title 
XII of the National Housing Act, the 
national flood insurance program under 
the National Flood Insurance Act of 
1968, to authorize appropriations for 
studies under the National Flood Insur
ance Act of 1968 for the fiscal years 1980 
and 1981, and for other purposes. 

s. 903 was reported favorably to the 
Senate by the Committee on Banking, 
Housing, and Urban Affairs on May 15. 
The bill is a simple extension and reau
thorization measure. It is similar to the 
bill submitted by the administration in 
order to continue the programs con
ducted by the Federal Insurance Ad
ministration. 

S. 903, as recommended by the Com
mittee on Banking, Housing, and Urban 
Affairs would extend the National Flood 
Insurance and the crime insurance and 
riot reinsurance programs for 1 year, 
and in addition, would authorize ap-
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propriations for necessary :flood studies 
not to exceed $74 million in fiscal year 
1980. This i~the amount requested by 
the administration. 

In recommending committee adoption 
of S. 903, I indicated that ! believed 
passage of this measure is necessary at 
this time in order to insure that the 
proper oversight hearings on these pro
grams can be conducted during the 
coming year and that subsequent leg
islative deliberations can be held in an 
orderly manner. Reauthorization for an 
additional year will, I believe, eliminate 
the possibility that the Senate would be 
faced wi•th the necessity for passing a 
short-term extension for the programs, 
or making last minute decisions because 
the programs are expiring. 

I understand that on several previous 
occasions, delays in enacting authority 
for the insurance programs resulted in 
panic buttons being pressed all across 
the country because existing insurance 
arrangements were threatened with un
expected termination. 

We all know that neither the private 
insurance industry, nor the Federal In
surance Administration, can operate ef
fectively on uncertainty, delay, or short
term extensions. 

We cannot, this year particularly, per
mit the :flood insurance program to be 
jeopardized. The crime insurance pro
gram is just now beginning a critical 
test; I believe we should permit the dem
onstration to be carried out and the re
sults evaluated in a systematic way, 
rather than force the results by untimely 
scheduling. 

The riot reinsurance program &nd the 
related FAIR plan property insurance 
program need a lot of study. Failure to 
act this year would mean that study, in
terpretation, and legislative deliberation 
could be straitjacketed by the calendar. 

Mr. President, at this time I yield to 
my distinguished colleague. 

The PRESIDING OFFICER. The Sen
ator from Utah is recognized. 

Mr. GARN. Mr. President, I thank the 
distinguished Senator. I have no com
ments at this point. 

The PRESIDING OFFICER. The Sen
ator from Alabama. 

UP AMENDMENT NO. 310 

(Purpose: To transfer position of Federal 
Insurance Administrator to the Federal 
Emergen.cy Management Agency. Transfers 
Level IV position on executive pay scale 
from Department of Housing and Urban 
Development to Federal Emergency Man
agement Agency) 

Mr. STEWART. Mr. President, I have 
two technical amendments to offer. 
These amendments would simply trans
fer the position of the administrator of 
the national flood insurance program 
now lodged in the Department of Hous
ing and Urban Development to the newly 
created Federal Insurance Administra
tion. 

This has been discussed with Mr. Macy, 
designated nominee of FEMA and he 
desires that this transfer be made at 
this time. 

These are technical amendments, and 
I ask unanimous consent that they be 
considered en bloc. 

The PRESIDING OFFICER. Is there 

objection? Without objection. it is so 
ordered. 

Mr. STEW ART. Mr. President, I send 
the amendments to the desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Alabama. (Mr. STEWART) 
proposes an unprinted amendment numbered 
319. 

Mr. STEW ART. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
On page 3, after line 22, insert the 

following: 
Section 1105(a) of the Urban Property 

Protection and Reinsurance Act o! 1968 
(Title XI o! Housing and Urban Development 
Act of 1968) ls amended by striking out "De
partment of Housing and Urban Develop
ment" and substituting ln lieu thereof "Fed
eral Emergency Management Agency." 

On page 3, after line 22, insert the 
following: 

Section 5313 of Title V United States Code 
ls amended by striking, at paragraph "(91)" 
the words "Department of Housing and Ur
ban Development" and substituting ln lieu 
thereof the words "Federal Emergency Man
agement Agency." 

Mr. STEWART. Mr. President, my 
statement indicated the purpose of the 
amendment. I yield to my colleague. 

Mr. GARN. Mr. President, the bill be
fore the Senate--S. 903--does two things. 
It is a simple 1-year extension of the 
Federal flood insurance, crime insurance 
and riot reinsurance programs. These 
programs are presently authorized 
through September 30, 1980, and the bill 
would extend the authorizations until 
September 30, 1981. Further, the bill 
would authorize appropriations of $74 
million in fiscal year 1980 for flood in
surance mapping studies, an ongoing 
process to determine actuarial premium 
rates for flood insurance. 

While I am supporting S. 903, I wish 
to reiterate briefly the concerns about 
the bill which I expressed during its 
consideration by the Committee on 
Banking, Housing, and Urban Affairs in 
May of this year. lt should be made clear 
that extending these programs does not 
represent any conclusion by the Banking 
Committee or by the Senate that all of 
these programs should be continued in
definitely, or that they should not be 
modified. Unfortunatley, no hearings 
have been held on S. 903; as a result, 
detailed evaluation of the operations of 
the programs must be def erred. 

In that regard, my willingness to sup
port the bill has been and continues to 
be dependent upon an undertaking by 
the Subcommittee on Insurance to con
duct meaningful oversight hearings on 
the present operations of the programs. 
At that time the subcommittee will have 
an opPortunity to assure itself that the 
programs are operating in accordance 
with congressional intent, and to evalu
ate the question of whether the riot re-
insurance and crime insurance pograms 
should be continued. 

It should be remembered that the Fed-

eral riot reinsura.nce and crime insur
ance programs were created as tempo
rary programs to address the insurance 
needs of urban areas in the wake of riots 
which occurred in the late 1960's. The 
laws creating these two programs con
tain a provision requiring the submis
sion to Congress of a plan for the "liqui
dation and termination" of the pro
grams. 

Thus, it is clear that Congress has a re
sponsibility to judge periodically whether 
the programs should be continued or, on 
the other hand, whether the private in
surance and reinsurance markets are in 
a position to provide the needed insur
ance coverages. I should emphasize that 
I have not reached any conclusions on 
these questions, but I believe that Con
gress has a continuing responsibility to 
ask the questions. 

This is of course true of any Govern
ment program, but it is particularly true 
in this case. The Federal Insurance Ad
ministration, which administers the in
surance programs, was combined into a 
new Agency, the Federal Emergency 
Management Agency CFEMA> earlier 
this year. However, the administration 
has been unable or unwilling to appoint a 
Director of FEMA, even though it has 
reportedly been seeking to do so since 
last year. Under these circumstances, it 
may have been more prudent for the 
Senate to withhold the extension of these 
programs until the administration dis
closes who is going to be in charge of the 
Agency. 

Mr. President, the taxpayers of this 
country are demanding-as they should 
demand-that Congress stop enacting 
and extending Federal programs on a 
bare showing that somebody thinks that 
they are a good idea. It is incumbent 
upon the Senate to respond to the pub
lic's expectations by carefully examininii 
existing programs, and I urge the mem· 
bers of the Banking Committee to do just 
that in its oversight of the Federal insur· 
ance programs. 

Mr. STEWART. Mr. President, I move 
the adoption of the amendment. 

The PRESIDING OFFICER. Is all time 
yielded back? 

Mr. GARN. Mr. President, I yield back 
the time of the minority on this particu
lar amendment. 

The PRESIDING OFFICER. Does the 
Senator from Alabama yield back the 
remainder of his time on the amend
ment? 

Mr. STEWART. Mr. President, I yield 
back the remainder of my time on the 
amendment. 

The PRESIDING OFFICER. All time 
has been yielded back. The question is on 
agreeing to the amendment. 

The amendment was agreed to. 
The PRESIDING OFFICER. The Sen

ator from Alabama is recognized. 
Are there further amendments? 
Mr. STEW ART. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The Clerk 

will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. HUDDLESTON. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 



18200 CONGRESSIONAL RECORD- SENATE July 12, 1979 

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

UP AMENDMENT NO. 320 

(Purpose : To require a study of the impact 
of the national flood insurance program 
on well developed flood hazard areas) 

Mr. HUDDLESTON. Mr. President, on 
behalf of myself, Senator FORD and Sena
tor STEWART I send to the desk an 
amendment and ask for its immediate 
consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Kentucky (Mr. HUDDLES
TON) proposes an unprinted amendment 
numbered 320. 

Mr. HUDDLESTON. I ask unanimous 
consent that further reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
At the end of the bill add the following: 
SEc. 3. The Director of Federal Emergency 

Management Administration, in consulta
tion with the Appalachian Regional Commis
sion, the United States Army Corps of En
gineers, and other appropriate agencies, shall 
carry out a study to identify (1) the extent 
to which individual political jurisdictions 
have significant concentrations of popula
tion, businesses, and commercial and puolic 
fac111ties within special flood hazard areas 
under the national flood insurance program 
but have a limited availability of alternative 
sites !or construction and development, and 
(2) the impact of the national flood insur
ance program on property values, the tax 
base, and economic activity in such jurisdic
tions, and shall report not later than March 
1, 1980, to the Congress on the special prob
lems of such jurisdictions and alternative 
means of meeting any problems identified. 
The alternative means considered shall In
clude but not be limited to technical assist
ance, long-term subsidized interest rate 
loans, and development of alternative build
ing sites. 

Mr. HUDDLESTON. Mr. President, I 
believe that many of the objectives of 
the flood insurance program are de
sirable, perhaps even necessary. A sys
tem that insures against disaster losses 
is certainly preferable to one of wait
ing for a calamity and then for Federal 
grants and loans. 

Even so, however, I think we are all 
aware of the many problems that have 
plagued the flood insurance program 
and of the rather ha·rsh repercussions 
which result when a community either 
will not or cannot meet the requirements 
for participation in the program. 

Indeed, I understand that the com
mittee has reported the straight 1-year 
extension of the existing law in order 
to provide additional time to examine 
in detail this somewhat complicated and 
controversial program. 

The amendment I am offering today 
goes to the heart of a problem which 
continues to plague the program-how 
to deal with those areas, such as the 
very mountainous ones in the Appa
lachian region of my State, where much 
of existing development is within the 
100-year flood plain; where alternative 
development sites are expensive, limited, 
inconvenient or simply unavailable and 
where the :flood insurance program as it 

currently exists can practically bring to 
a standstill expansion and development 
within an area and depress the prop
erty values therein. 

It is a very simple matter to say that 
one should build outside the flood plain. 
Certainly one "should" build outside the 
:flood plain, but the realities and prac
ticalities a·re something else. We are 
talking about communities which al
ready exist--homes and businesses that 
represent investments and roots-homes 
and businesses that were built in many 
cases long before there was any such 
thing as a flood are81 designation. 

Yet, we have come into these areas 
and said, "Either you do not build in the 
:flood plain or you build with protection," 
a requirement which can be costly, if 
not practically impossible. 

Furthermore, we have said, "If you do 
not accede to our requirements, then 
funding for expansion and growth of 
your community will be severely 
limited." 

This might be an acceptable approach 
if these communities were not well es
tablished ones or if they had ready op
tions. But in many mountainous areas, 
that is not the case. In those areas, there 
is often no alternative site outside the 
flood plain, no financing for a move even 
if one were feasible and no inclination to 
abandon home and resources. 

In a number of areas, including my 
State, the situation is compounded by 
the fact that our most abundant energy 
supply--coal--comes from these regions. 
Development of that energy means addi
tional people, additional businesses and 
expansion, all of which exacerbate al
ready-existing pressures in the area. 

The bottom line question is what re
strictions, what limitations we can fairly 
and reasonably impose upon such com
munities-what economic burdens we 
can expect them to bear, principally be
cause of the accident or happenstance of 
their location. 

Consequently, this amendment seeks to 
provide us with an assessment of the ex
tent of the problem and some initial rec
ommendations for consideration-an 
assessment and recommendations that 
could, I hope, form the base for commit
tee hearings and consideration of this 
special matter. 

Mountainous areas as well as devel
oped areas within the flood plain are 
scattered throughout our Nation, but the 
problems they pose for the flood insur
ance programs are ones that need to be 
addressed, not ignored. I would hope that 
this amendment could provide the 
groundwork for addressing those 
problems. 

The amendment calls for a study of 
these special situations where much of 
a developed community lives within the 
special flood hazard area and alternative 
developable land is limited or non
existent. It also requires a report by 
March 31, 1980 on both the impact of 
the flood insurance program on these 
areas and recommendations for meeting 
the problems which exist because of their 
special situation. 

Mr. GARN. Mr. President, several com
munity leaders in Utah have informed 
me that the flood insurance regulations 
imposed on many Utah areas are inap-

propriate for the type of flooding prob
lems which might occur in those com
munities. In such areas where the flood 
level would be very low, and the desig
nated flood hazard area covers a large 
portion of the community, they believe 
that the communities are required to 
comply with essentially the same regula
tions as major flooding areas. I under
stand that the same problem exists in 
other Western States. 

As a matter of fact, at one point when 
I was mayor of Salt Lake City, as large 
as that city is, almost the entire city was 
included in the flood plain, even up on 
the high bench levels, and we were 
fortunately able to get rid of the 1875 
map they were using to determine the 
:flood plain and make it more realistic. 

But in our smaller communities, it does 
become a real problem. 

So my question to the distinguished 
Senator from Kentucky is, Would the 
study contemplated by your amendment 
include an analysis of this type of 
problem? 

Mr. HUDDLESTON. I would certainly 
anticipate that it would. 

That is the kind of problem, regardless 
of its cause, that ought to be included 
in the study, and we should have some 
recommendations on it. 

Mr. GARN. Under the amendment, 
would it be appropriate for local officials 
to submit information to the Federal In
surance Administration concerning the 
economic effects of the flood insurance 
regulations, and for that information to 
be considered in the study? 

Mr. HUDDLESTON. I would think it 
would not only be appropriate, but neces
sary, for those conducting the study to 
linclude information about economic 
geographic and other related factors 
from local officials. I believe that is where 
they ought to start with the study. 

Mr. GARN. I would agree with the 
Senator. But what is logical, sometimes 
is not taken into consideration by Fed
eral agencies. 

So with that clarification, that these 
type studies would be contemplated, 
where the area includes much of a com
munity and where local officia's certainly 
would be welcome to submit their eco
nomic data on the effect it has in their 
community, and that be taken into con
sideration, I have no objection to the 
amendment. 

Mr. STEWART. Mr. President, I com
mend the Senator from Kentucky for 
offering the amendment. 

I, too, have similar problems in my 
State, particularly in the southeastern 
part of the State along the gulf coast. 

I have joined with him in sponsoring 
this amendment. In line with what the 
Senator from Utah asked in his ques
tions, I would hope that our people could 
take advantage of this opportunity. 

I have no objection to the amendment 
whatsoever. 

Mr. HUDDLESTON. I move the adop
tion of the amendment. 

The PRESIDING OFFICER. Is all 
time yielded back? 

Mr. GARN. I yield back the remainder 
of the time for the minority. 

Mr. HUDDLESTON. I yield back my 
time. 

The PRESIDING OFFICER. The 
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question is on agreeing to the amend
ment. 

The amendment <UP No. 320) was 
agreed to. 

The PRESIDING OFFICER. Are 
there any further amendments? 

Mr. STEWART. I understand, Mr. 
President, that is all the amendments. 
With that understanding, I would yield 
back the remainder of my time. 

Mr. GARN. I yield back the minority 
time. 

The PRESIDING OFFICER. All time 
has been yielded back. 

FEDERAL INSURANCE PROGRAMS: THE 
IMPORTANCE OF FLOOD INSURANCE 

Mr. ROBERT C. BYRD. Mr. President, 
I commend the chairman of the Insur
ance Subcommittee of the Banking 
Committee, Senator STEWART, for his 
management of the Federal insurance 
programs reauthorization bill. Senator 
GARN did a commend·able job managing 
for the minority. The ranking minority 
subcommittee member, Sena.tor LUGAR, 
has also done a fine job in connection 
with this b111. 

Particularly important to me and to 
the people of West Virginia is the ex
tension of the fiood insurance program. 
The 11-year-old program has done much 
to reduce the losses suffered by people 
driven from their homes and businesses 
because of fiaods. The bill extends fiood 
insurance for 1 year. During that time, 
the Banking Committee will carry out 
thorough oversight hearings on the pro
gram and make legislative recommenda
tions to improve it. 

One addition to the program is au
thorized by this b111; $74 million for the 
mapping of fiood plains. Once detailed 
maps of fiood plains are available, a 
new system of premiums designed to 
keep the insurance system on a sound 
footing can be put into effect. Particu
lar care will be paid to mountainous 
regions where fiooding is more diftlcult 
to predict. 

I again commend the managers for 
their work on this measure and thank 
all Senators involved. 

The bill is open to further amend
ment. If there be no further amend
ment.s to be proposed, the question is 
on agreeing to the committee amend
ment in the nature of a substitute, as 
amended. 

The committee amendment in the 
nature of a substitute, as amended, was 
agreed to. 

The PRESIDING OFFICER. The ques
tion is on the engrossment and the third 
reading of the bill. 

The bill was ordered to be engrossed 
for a third reading, and was read the 
third time. 

RURAL HOUSING AMENDMENTS 
OF 1979 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of S. 1064 
which the clerk will state by title. ' 

The second assistant legislative clerk 
read as follows: 

A b111 (S. 1064) to amend and extend 
title V of the Housing Act of 1949. 

The Senate proceeded to consider the 
bill which had been reported from the 
Committee on Banking, Housing, and 
Urban Affairs with amendment.s as 
follows: 

On page 2, line 11, strike "1981" and in
sert "1980"; 

On page 2, line 13, strike .. 1981" and in
sert "1980"; 

On page 2, line 20, strike "1981" and in
sert "1980"; 

On page 3, beginning with line 8, in
sert the following: 

(1) by Inserting "and" after "clause," at 
the end Qf clause (A); 

On page 3, line 10, strike "(1)" and in
sert "(2)"; 

On page 3, line 12, strike "(2)" and in 
sert "(3)"; 

So as to make the bill read: 
s. 1064 

Be it enacted by the Senate and House 
of Representatives of the United States oj 
America in Congress assembled, 

SHORT TITLE 
SECTION 1. This Act may be cited as the 

"Rural Housing Amendments of 1979". 
EXTENSIONS AND AUTHORIZATIONS 

SEC. 2. (a) Section 513(b) of the Housing 
Act of 1949 is amended by striking out "for 
the fiscal year ending September 30, 1979" 
and inserting in lieu thereof "for each fiscal 
year ending prior to October 1, 1980". 

(b) Section 513(c) of such Act is amended 
by inser.ting after "September 30, 1979" the 
following: ", and not to exceed $30,000,C..OO 
for the fiscal year ending September 30, 
1980". 

(c) Section 515(b) (5) of such Act is 
amended by striking out "1979" a.nd inserting 
in lieu thereof "1980". 

(d) Section 517(a) (1) of such Act is 
amended by striking out "1979" a.nd inserting 
in lieu thereof "1980". 

(e) Section 523(f) of such Act is 
amended-

(1) by inserting in .the first sentence after 
"any such fiscal year," the following: "and 
there are authorized to be appropriated not 
in excess of $7,500,000 for the fiscal year end
ing September 30, 1980,"; and 

(2) by striking out "1979" in the second 
sentence and inserting in lieu thereof 
"1980". 

(f) Section 523(g) of such Act is amended 
by striking out "!or .the fiscal year ending 
September 30, 1979" and inserting in lieu 
thereof "for each fiscal year ending prior to 
October 1, 1980". 

(g) The second sentence of section 525(c) 
of such Act ls amended by striking out "for 
the fiscal year ending September 30, 1979," 
and inserting in lieu thereof "for each fiscal 
year ending prior to October l, 1980''. 

REFINANCING 
SEC. 3. Section 501(a) (4) of .the Housing 

Act of 1949 is amended-
(!) by inserting "a.nd" after "claiuse," at 

the end of clause (A); 
(2) by striking out ", and" at the end of 

clause (B) and inserting in lieu thereof a 
period; and 

(3) by striking out clause (C). 

ASSISTANCE ALLOCATION 
SEC. 4. Title V of the Housing Act of 1949 

is amended by adding e.t the end thereof the 
following: 

"ALLOCATION 
"SEc. 529. Notwithstanding any other pro

vision of law, the Secretary shall assure when 
providing assistance for housing under this 
title that, in each fiscal year, at least 30 per 
centum of the eligible households assisted 
have incomes below 50 per centum of the 
national median income, and no more than 

15 per centum of the eligible household.:; as
sisted shall have incomes above 80 ner cen
tum of the national median income.". 

COMPENSATION FOR DEFECTS PROGRAM 
SEC. 5. Section 509(c) of the Housing Act 

of 1949 is amended by striking out the word 
"eighteen" the second and fourth places it 
appears and inserting in lieu thereof the 
word "thirty-six". 

PROPERTY DISPOSITION 
SEC. 6. Section 510(e} of the Housing Act 

of 1949 is amended-
( 1) by inserting, ", to repair and rehab111-

tate such property,'' after "United States 
therein"; and 

(2) by inserting before the semicolon at 
the end thereof the following: "; except that 
the Secretary may not sell or .otherwise dis
pose of such property unless ( 1) the property 
meets the plans and specifications estab
lished for that type of housing by the Sec
retary under section 506(a) of this title, (2) 
the recipient of the property is obligated, as a 
condition of the sale or other disposition of 
the property, to meet such standards with 
respect to the property before such property 
is occupied, or (3) such recipient is pre
cluded, as a condition of the sale or other 
disposition of the property, from using the 
property for purposes of habitation". 

FARM LABOR HOUSING 
SEC. 7. (a) Section 516 of the Housing Act 

of 1949 is amended by adding at the end 
thereof the following: 

"(h) Notwithstanding the provisions of 
subsection (a} (3), the Secretary may, upon 
a finding of persistent need for Inigrant 
farmworker housing In any area, provide as
sistance to eligible applicants for 90 per 
centum of the development costs of such 
housing in such area to be used solely by Ini
grant farmworkers while they are a.way from 
their residence. Such housing shall be con
structed in such a manner as to be safe and 
weatherproof !or the time it is to be occu
pied, be equipped with potable water and 
modern sanitation facilities (including a 
kitchen sink, toilet, and bathing facilities), 
and meet such other requirements as the 
Secretary may prescribe. Such housing shall 
be located in a safe and sanitary environment 
with adequate recreation area.". 

(b) Section 516(c) (1) of such Act is 
amended by inserting before the seinicolon 
at the end thereof the following: "; except 
that in no case may the monthly rental ex
ceed 25 per centum of one-twelfth of the ten
ant's annual Income unless the applicant is 
receiving assistance under section 521 (a) (2) 
(A) of thls title (or has been denied such 
assistance after making a good faith effort to 
obtain it) or the tenant is receiving as
sistance under section 8 of the United States 
Housing Act of 193'7". 

PREPAYMENT-LOW-INCOME CHARACTER 
SEC. 8. (a) The Congress declares that it 

has been its intent since the enactment of 
sections 514 and 515 of the Housing Act of 
1949 that prepayments or refinancing under 
section 502(b) of such Act should not oper
ate in a manner which will deprive low- and 
moderate-income occupants, or potential 
low- and moderate-income occupants, of 
rural rental or !arm labor housing financed 
under such sections, of their right to con
tinue residency in that housing upon reason
able terms and conditions. 

(b) Section 502 of the Housing Act of 1949 
ls amended by adding at the end thereof the 
following: 

" ( c) When enforcing the provlslons of 
subsection (b) (3) of this section with re
spect to any loan under section 514 or 515, 
including any loan made or insured before 
the date of enactment of this subsection, or 
when approving the repayment of any such 
Ioa.n before the time when it was originaJly 
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scheduled to be repaid, the Secretary shall 
take appropriate actio~ to require the bor
rower and any successors in interest (1) to 
continue to use the housing !or its original 
purposes during the remainder o! the orig
inal repayment schedule, and (2) to give as
surance that no person occupying the hous
ing shall be required to vacate because of 
early repayment. The preceding sentence 
does not apply where the Secretary deter
mines that there is no longer a need for 
such housing.". 

TECHNICAL ASSISTANCE 

SEc. 9. Section 523(b) of the Housing Act 
of 1949 is amended-

( 1) by striking out "and" at the end of 
paragraph ( 1) ; 

(2) by redesigns.ting paragraph (2) as 
paragraph (3); and 

( 3) by inserting after paragraph ( 1) the 
following: 

"(2) to make grants to, or contract with, 
national or regional private nonprofit cor
porations to provide training and technical 
assistance to public or private nonprofit cor
porations, agencies, institutions, organiza
tions, and other associations eligible to re
ceive assistance under this section in order to 
expand the use o! authorities contained ln 
this section and to improve performance; 
and". 

RENTAL ASSISTANCE 

SEC. 10. (a) The first sentence of section 
521 (a) (2) (A) of the Housing Act o! 1949 
is amended-

(1) by striking out "public and private 
nonprofit owners" and inserting ln lieu there
of "the owners"; and 

(2) by inserting a comma before "congre
gate". 

(b) Section 521(a) of the Housing Act of 
1949 is amended-

( 1) by striking out, in paragraph (1) (H), 
"o! loans made" and inserting in lieu there
of "of new loans made in any year"; and 

(2) by striking out the second sentence of 
paragraph (2) (A) and inserting in lieu there
of the following : "Such assistance may be 
for up to 100 per centum of the units in any 
farm labor, cooperative, or other rental proj
ect assisted under this section. In approving 
such projects, the Secretary shall give prior
ity to projects in which assistance ls pro
vided to 40 per centum or less of the units 
contained in the project.". 

Mr. STEWART. Mr. Pre:;ident, I ask 
unanimous consent that the following 
aides have the privilege of the floor dur
ing the debate on S. 1149, the Housing 
and Community Development Amend
ment of 1979: Albert Eisenberg, David 
Yudin, Frank Shafroth, Steven Rohde, 
Flip Morris, Charlesetta Griffin, Michele 
Turcotte, Stephen Paradise, Gerald 
Lindrew, Michael Goldberg Deniese 
Medlin, Philip Corwin, Judith Davison 
of Senator SARBANE's staff, Ken Mcclean, 
Bob Malahoff, Phil Sampson, Jessalie 
Barlow, Tony Clough, and Howard Men
nen. 

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

Who yields time? 
Mr. STEWART. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The second assistant legislative clerk 

proceeded to call the roll. 
Mr. MORGAN. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

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

Mr. MORGAN. Mr. President, what 
is the pending business? 

The PRESIDING OFFICER. The 
pending business before the Senate is 
s. 1064. 

The question is on agreeing to the 
first committee amendment. 

Does the Senator wish all committee 
amendments to be considered en bloc? 

Mr. MORGAN. I ask unanimous con
sent that that be done. 

The PRESIDING OFFICER. Without 
objection, the committee amendments 
are agreed to en bloc. 

Mr. MORGAN. Mr. President, this bill 
was reported favorably by the Committee 
on Banking, Housing and Urban Affairs 
on May 15 of this year, following a 
markup on May 10 and a hearing on 
May 4, during which testimony was re
ceived from the Administrator of the 
Farmers Home Administration, the As
sistant Secretary for Housing of the De
partment of Housing and Urban Devel
opment, and representatives of organiza
tions which have broad experience with 
rural housing programs. 

The committee bill would extend and 
provide appropriations authority for the 
basic housing programs conducted by the 
Farmers Home Administration, and 
would make nine substantive changes in 
rural housing programs. 

The committee bill is similar to the bill 
submitted by the administration in 
terms of spending authority. It differs 
from the administration bill chiefly in 
restricting spending to 1 year, instead of 
providing authority for 2 years, as re
quested by the administration. 

The Congressional Budget Office esti
mates that the bill would provide au
thorization for $84 m1llion in loans and 
$66 Y2 million in spending authority for 
rural housing grants. 

The bill would continue the authority 
requested by the administration for a 
rural homeownership assistance pro
gram. 

CBO estimates that outlays for these 
rural housing programs will amount to 
$140 million in fiscal year 1980, and that 
the long-run budget authority author
ized will total just over $1 billion. 

In addition to extending and reauthor
izing the homeownership and rental as
sistance programs, the farm labor hous
ing program, the very low-income repair 
program, and several other valuable rural 
housing programs, all of which are ex
plained in the committee report in more 
detail, the bill would make several im
portant changes in the Farmers Home 
programs. 

Section 4 would direct the Secretary of 
Agriculture to target more funds for 
housing assistance to lower income 
famllies. 

Section 7 would aid the Nation's farm
workers, one of the lowest income groups 
in the Nation, by extending the 25 per-
cent maximum rent rule used in other 
housing programs to farm.worker hous
ing projects. This section also would 
authorize grants to construct housing 
appropriate for seasonal occupancy in 
order to improve the frequently appall
ing living conditions these essential 
workers find themselves in. 

Mr. President, I have toured some of 
this housing in my own State, and I 
know the need for the improvements we 
are talking about. 

Section 8 of the bill would clarify con
gressional intent regarding the obliga
tion of sponsors of rural rental housing 
to maintain projects financed with 
FmHA loans for persons of low- and 
moderate-income. This provision was 
adopted by the committee out of a con
cern that the shortage of decent housing 
and increasing property values in rural 
areas is increasiPg financial pressure to 
convert FmHA-aided rental housing now 
serving lower income persons to higher 
income rentals. The committee received 
information indicating that during the 
past 3 years there has been a significant 
increase in the number of owners of 
FmHA financed projects who have pre
payed or refinanced their loans. 

Such action, the committee believes, 
could result in a significant reduction 
in the number of rental units available 
to lower income persons in rural areas, 
the very persons this program was in
tended to help; in the tragic displace
ment of elderly and lower income fami
lies from apartments that were intended 
for their use; and an increased costs to 
the Federal Treasury for providing ren
tal housing assistance in our smaller 
communities. Section 8 of the committee 
bill would clarify congressional intent 
that prepayment or refinancing of 
FmHA loans should not result in elim
inating housing that has been financed 
to provide shelter for elderly and lower 
income persons in rural areas, and re
quire the Secretary of Agriculture to 
take appropriate action to insure that 
such housing will remain available for 
the purpose intended by the law. 

In addition to making these changes, 
the committee bill also would improve 
the farmers home property disposition 
programs, its home refinancing author
ity, its program of technical assistance 
and several other programs. 

Mr. President, I am aware that there 
is substantial concern about section 8 of 
the bill, the prepayment provision. I 
share a good deal of this concern. For 
the problem that the provision attempts 
to resolve is a difficult and complex issue. 
It involves the interests and well being 
of low- and moderate-income rural resi
dents and of builders and investors who 
have, expanded housing opportunities in 
rural Americ.3. and are continuing to. 
It also vitally affects the rental program 
of the Farmers Home Administration. 
And, in addition, it affects all o! us as 
taxpayers. 

I have in recent days received a con
siderable amount of new information 
about the prepayment issue. I have, as a 
result, reviewed the provision. I have 
come to share some of the views of those 
who believe the proyision can be 
improved. 

I understand that several of my col
leagues wish to speak to the prepayment 
issue with a view toward amending it. 

I would be most happy to hear addi
tional discussion of the provision and to 
entertain any proposals which may im
prove the committee bill. 

While I have, after reviewing the sub-
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ject come to believe that some change 
may be necessary to provide for a better 
balancing of the various interests af
fected by the provision, I will, as man
ager of the bill, hold my mind open to 
the suggestions that my colleagues may 
wish to make. 

I indicated in my remarks that I 
have received additional information 
concerning the provision in the bill which 
would require borrowers to continue to 
use the housing for its original purpose 
"during the remainder of the original 
prepayment schedule". 

While we did not receive many com
ments on this provision before the com
mittee's markup of the bill, we have 
since then. 

The information we are receiving in
dicates that there is considerable con
cern that the amendment could signifi
cantly reduce the production of rental 
housing in rural areas. Many builders 
and many investors have stated that a 
restriction on prepayment for a period 
as long as 50 years which is normally the 
period of the loan could in e1f ect dry up 
investor interest in rural housing. A 
number of my colleagues have also ex
pressed concern about the passible im
pact of the amendment on the produc
tion of housing. 

While our original estimate did not 
support the view that the amendment 
would drag production to a standstill, 
more recent information has raised more 
doubts in my mind about the potential 
impact. I sought from the Department of 
Agriculture and from the Department of 
Housing more information to assess the 
potential impact. The answers indicate 
that we really do not know what the 
impact would be for sure. The rural 
rental housing program is still too new 
to provide much information. Moreover, 
the rapidly changing economic climate 
raises even greater questions. 

Rental housing production in the Na
tion is at an all-time low. In our smaller 
communities, the need for rental hous
ing is increasing as never before. Receut 
economic changes cloud the future of 
housing production, particularly the 
production of rental housing. 

I would not want to see a sharp re
duction in rural rental housing produc
tion at this time. 

Nor do I want to see rural rental 
housing opportunities for low- and mod
erate-income families reduced simply 
because owners of projects financed by 
FmHA find that it is in their economic 
interest to pay oft the loans and to con
vert these apartments to condominium 
or higher income rentals. 

It is not easy to strike a balance be
tween the objectives of maintaining pro
duction and maintaining rural rental 
housing for low- and moderate-income 
persons. 

But, in reviewing this matter, I have 
come to the conclusion that an amend
ment to the committee bill is needed. 

I, there! ore, am introducing an 
amendment to limit the period during 
which the Secretary of Agriculture 
would oversee early repayments under 
the section 515 program to 15 years. This, 
I believe, is a reasonable compromise 
from the requirement of the committee 
bill. 

UP AMENDMENT NO. 321 

(Purpose: To modify the prepayment 
provision) 

Mr. MORGAN. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

The Senator from North Carolina (Mr. 
MORGAN) proposes an unprinted amendment 
numbered 321. 

Mr. MORGAN. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

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

The amendment is as follows: 
On page 6, line 18, strike out "remainder 

of the original repayment schedule" and in
sert in lieu thereof "15-year period beginning 
on the date the loan is made or insured". 

On page 6, line 20, before "because of early 
repayment" insert "prior to the close of such 
15-year period". 

Mr. MORGAN. Mr. President, I move 
that the amendment be a,dopted. 

Mr. President, I yield the floor at this 
time. 

Mr. GARN. Mr. President, the housing 
and development problems of rural 
America are serious. There are countless 
small communities and millions of f ami
lies which desperately need the assistance 
provided in S. 1064, the Rural Housing 
Amendments of 1979, which we have be
fore us. This legislation authorizes for 
fiscal year 1980 important rural housing 
programs administered by the Farmers 
Home Administration. I commend Sena
tor MORGAN, chairman of the Rural Hous
ing Subcommittee, for his leadership in 
putting this legislation U>gether. 

I am basically in suppart of the pro
visions of S. 1064 which for the most part 
represent increases over previous years' 
funding levels. We have a long way to 
go in meeting the needs of our rural citi
zens, and while it contains increases, I 
still feel this bill is a reasonable measure 
keeping with our e1forts to hold down 
Federal spending. 

However, I have one problem with this 
legislation. During markup the Banking 
Committee adopted as section 8 the pre
payment low-income character provision. 
Upon further consideration a.nd discus
sions with Senator MORGAN, I have de
cided that this provision will so seriously 
hamper the future development of sec
tion 514 and section 515 housing that 
I will support the amendment offered by 
Senator MORGAN and propose one of my 
own. Senator MORGAN and I have reached 
an agreement that these two amend
ments are a more reasonable provision 
than contained in S. 1064 regarding pre
payment or refinancing of projects built 
under the section 514 and section 515 
programs of the Housing Act of 1949. 

Our amendments would apply to the 
relatively small section 514 farm labor 
housing program, and it wouid be pri
marily directed at preserving the highly 
successful section 515 rural rental hous
ing program. This program provides 
loans to nonprofit limited-profit and 
profitmaking organizations and individ-

uals who are developing low-rent housing 
for low- and moderate-income persons 
and the elderly. 

Let me speak first to Senator MORGAN'S 
amendment which deals with a provision 
which is currently contained in the bill, 
which I believe is unreasonable and in
equitable. It would provide that with 
!'espect to prepayment or refinancing of 
any loan under the section 514 or 515 
programs, the borrower or any new pur
chaser would be required to maintain 
the housing for low- and moderate-In
come persons for the entire term of the 
loan. which is up to 50 years. In addi
tion, the provision appears to be intended 
to apply retroactively to all projects 
which have already been developed un
der these programs. 

Mr. President, the "50-year lock-in" 
provision, as it has been called, seems to 
me particularly unwarranted and oner
ous. I understand the intent of the sup
porters of this provision which is to 
maintain low- and moderate-income 
housing for its intended beneficiaries for 
as long a term as possible. But what this 
provision will actually do is to eliminate 
any possible incentive for the private de
veloper or private investor to participate 
in these programs. And I think that the 
unintended result of this "50-year" pro
vision-which does not exist in any 
other low- and moderate-income hous
ing program-would be a significant loss 
in the available housing for low- and 
moderate-income families and the elder
ly because the private developer would be 
excluded from the program. 

It is a fact that although the institu
tional nonprofit groups are given priority 
in funding under the section 515 pro
gram. the largest percentage of loans un
der the program-well over one-half in 
1978-are given to profit-motivated 
sponsors. If private sponsors were vir
tually excluded under this program, I 
do not believe that nonprofit sponsors 
would be able to fill the gap. 

I believe that it is important to main
tain some incentive to allow the private 
developer-both large and small-to re· 
main in this program. This program was 
developed to pr'>vide needed housing in 
smaller communities where conventional 
financing is not available. In fact, a 
"credit elsewhere" provision is included 
in the Housing Act of 1949 which pro
vides that loans- should be refinanced 
whenever it is determined that this can 
be done through private sources on rea
sonable "terms and conditions. 

I do not oppose a congressional deter
mination at this time which provides 
that the program should be operated so 
that prepayment or refinancing does not 
result in the elimination of low- and 
moderate-income housing for a reason
able period of time. But I think that the 
solution contained in this bill is a classic 
case of legislative overkill. First, we have 
no statistical or objective evidence from 
the Farmers Home Administration which 
shows that when these projects are re
financed or prepaid, the existing tenants 
are displaced. In fact, all of the evidence 
that I have seen indicates that in most 
instances the projects remain within the 
program and continue to serve the low
and moderate-income occupants. The 
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Farmers Home Administration has been 
unable to provide documentation which 
demonstrates the scope and nature of 
this alleged problem. 

Second, just a few years ago, the 
Farmers Home Administration developed 
provisions which made syndication of 
this type of project feasible. Now, this 
provision would eliminate this form of 
investment in these projects because no 
investor would want to lock up his money 
for a term of 50 years. The tax advan
tage in this type of project looks toward 
a maximum term of about 10 years for 
this type of project. 

Finally, let me say a few words about 
my amendment which addresses the ret
roactive provision in this bill which I 
find particularly shocking and uncon
scionable. The program has always man
dated prepayment or refinancing if pri
vate sources of financing become avail
able. The section 515 program has been 
operated in this manner since its enact
ment. Now, this bill seeks to change the 
rules for existing players in the middle 
of the game. It seems hard to believe 
that Congress in 1979 would choose to 
tell the Secretary of Agriculture that this 
program-which has been in existence 
since 1962-has operated improperly and 
that it has always been the intent of 
Congress-although never before ex
pressed-since the enactment of section 
515 that prepayments and refinancing 
not operate to deprive low- and mod
erate-income people of rural rental 
housing. 

I believe that retention of the retro
active provision-which I understand is 
opposed by the Department of Agricul
t~e-would result in extensive litiga
tion by borrowers and investors under 
this program since all current loan agree
ments contain the clear mandate which 
authorizes refinancing through private 
credit sources. 

Mr. President, these amendments 
would off er a reasonable compromise 
which would assure that low- and mod
erate-income housing remains available 
for its intended beneficiaries for a rea
sonable term and would encourage con
tinued private sector investment in this 
p~ogram. The amendments would pro
vide that when approving any prepay
ment or refinancing of a loan the hous
ing would be maintained as' low- and 
moderate-income housing for a period of 
15 years from the date of obligation of 
the loan. These amendments would re
tain the concept already in the bill that 
this provision would not apply if the 
Secretary determined that there was no 
longer a need for such housing and 
would also waive the provision if Federal 
or other subsidy funds were no longer 
provided. My amendment would apply 
only to those loans made or insured sub
sequent to the date of enactment of this 
bill. 

I urge my colleagues to accept these 
amendments which will assure that the 
s~tion 515 program will continue to pro
v~d.e decent shelter for our needy rural 
citizens. 

Mr. MORGAN. Mr. President, a parlia
mentary inquiry. Is the pending matter 
the amendment I sent forward? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. MORGAN. For the present time I 
will withhold my remarks to the Sena
tor until we consider the amendment of 
the Senator from Utah, so I ask that we 
act on the pending amendment--

The PRESIDING OFFICER. The 
pending amendment is the amendment 
offered by the Senator from North Caro
lina. 

Is all time yielded back on the amend
ment? 

Mr. MORGAN. I yield to the Senator 
from Alabama. 

Mr. STEW ART. I ask the Senator to 
yield for some questions at this time 
Mr. President. ' 

Mr. MORGAN. I would be happy to 
yield, Mr. President. 

Is the Senator directing his questions 
to me or to the Senator from Utah? 

Mr. STEWART. It is my understand
ing. Mr. President, and if I am not cor
rect please correct me, that the matter 
before the body at this time is the amend
ment of the Senator from North Carolina 
to the bill; is that not correct? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. STEW ART. My concern about the 
provision in the amendment is what 
effect it will have basically on those peo
ple who stand to benefit from the pro
gram the Federal Government is fi
nancing. 

I do not know how many projects have 
been converted since the program got 
underway. I have no understanding, or 
I have an understanding from people very 
much interested in the program that they 
do not have any facts or information 
about that. 

What my concern would be, and I want 
to have this established for the RECORD 
is if these projects are converted at th~ 
end of the 15-year period of time that 
you contemplate what would be the ef
fect of that as far as the residents and 
people who are low-income people in 
rural areas-what would be the result of 
that conversion? 

Mr. MORGAN. Well, first of all, I as
sume the Senator understands my 
amendment speaks only to future loans. 

Mr. STEWART. I understand. 
Mr. MORGAN. The effect is it would 

provide them some additional protection 
from what they have at the present time. 

Let me see if I can give to the Senator 
an illustration. Under the present law as 
it exists today there are no prohibitions 
against a borrower paying off a loan and 
thus once he pays it off there are no ob
lig8:tions that run with the property, so 
he is free to do what he wants to do with 
the property. 

Let us assume there is a market in a 
small town in North Carolina which 
speaking particularly of a given area i 
have been through, there is a market in 
a small town for some low-income rental 
housing, and there is a very special need 
for it there. 
~me inyestor decides he is willing 

to mvest his money in some low-income 
housing provided he can obtain some 
money, _some low-interest money, from 
Farmers Home. 

So he goes and utilizes the resources 
of Farmers Home low-interest money 
and builds some low-income rental hous
ing, and the tenants move in. 

Mr. STEWART. Mr. President will 
the Senator yield at that point? ' 

Mr. MORGAN. Let me finish my de
scription. 

The tenants then move in and, of 
course, they are probably subsidized un
der section 8, but either because of the 
improved economic conditions in that 
area or the demand for a greater rental 
property the investor decides he will 
pay off the Farmers Home loan and evict 
the low-income tenants and rent it to 
someone who will be able to pay a higher 
rent. That is a possibility under the 
present law. While it has not happened 
to any great degree, the evidence before 
our committee--and there was not much 
evidence-indicated it may very well be
come a real problem because, for in
stance, out of 4,400 loans that were made 
in the last 4 years-and I do not know 
how many have been made in the 15 
years in which the program has been in 
existence--only 400 have been paid o1f. 
But there was some evidence submitted 
to us by the National Law Project Group, 
as I recall, and I do not have the record 
before me, which indicated that in three 
given areas, in three different projects, 
the problem had become very real and 
low-income renters were either e~cted 
or almost evicted. 

So what we did in our committee 
based upon that small bit of informa
tion was that we added to the bill that 
it had to maintain its own status for 
the whole term of the loan regardless 
of whether it was paid o1f or not, which 
sounded pretty reasonable to me. 

But now, as we studied the problem, 
we found out there are more problems 
involved than just the possibility that 
low-income renters may be evicted. In
vestors may very well stop investing and, 
for that reason, I think a 15-year limita
tion or restriction on them now is cer
tainly better than what we have. It 
would serve notice upon the investors 
that from this stage forward at least 
you are going to have to maintain the 
character of the property for at least 
15 years. 

I think we can also say-I will say
on the floor of the Senate that we expect 
to pursue this matter in our committee 
with a great deal of vigor later on. But 
I just simply do not feel, in light of all 
the information we now have, that we 
would be wise to tie up investors' prop
erty for 50 years on the basis of the 
meager evidence we have before us. 

So, to answer the Senator's question 
I think they would be far better off 
than they are today. I think if the Sena
tor will bear with me for a minute, I can 
give him the total number of loans and 
the prepayments. 

For instance, in 1966 there were 81 
loans made under this program, and only 
3 repayments. 

In 1967, there were 110 loans and only 
2 repayments. 

In 1968, 297 loans and no repayments. 
That is essentially the record on down 
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until about 1975, when there were 1,153 
loans and 36 repayments-some increase, 
but not a great deal. 

In 1976, there were 1,539 loans, and 
54 repayments. But in 1977, the number 
of repayments jumped to 111, and in 
1978, 104. 

So I think in the last 4 years the in
crea.se ha.s been sufficient to warrant 
~ongress in doing something, 'but we jUS't 
simply do not have enough information 
as to how it would affect the overall pro
gram to go through with a 50-year re
striction. 

Mr. STEWART. Mr. President, let me 
~k the Senator a couple of questions, 
JU.St for the RECORD and for clarification 

Is it not true that those people who a~ 
investors in this program get the bene
fit of low interest rates, or at least lower 
than conventional market rates for par
ticipating in the program? Is 'that not 
correct? 

Mr. MORGAN. Yes. That is the incen
tive for it. 

Mr. STEWART. An additional incen
tive that they also have, and I am not as 
clear as I might be on this matter but 
an additional incentive they might have 
is a change in the tax law thalt took place 
sometime in 1977 as a result of a law 
passed by Congress. Is that not correct? 

Mr. MORGAN. A tax indulgence I 
guess it is called. ' 

Mr. STEW ART. Because those matters 
caused me to have some concerns about 
this particular program, I agree with 
t1:J.~ Senator that he is making the pro
v1s1ons of the law as they now stand bet
ter than what they have been, but it is 
my understanding that the House com
mittee, which held hearings on this same 
ma~ter, set the 50-yea.r cap, in effect, a 
penod of time dul'ling which they had 
~o hold the title for its use as originally 
mtended. 

The Senator is seeking to place this at 
a 15-year level. Is his reason for doing 
thalt and offering this amendment-and 
frankly I want to support the amend
m~nt, ~au.se I do not want to d!'ive the 
pnvaite mvestor out of the program, but 
I want to make sure that these concerns 
are satisfied-is the Senator's eff'Ort to do 
thalt an effort to keep private investors 
interested in the program, and keep the 
program going on from that standpoint? 

Mr. MORGAN. The Senator states it 
exactly correctly. I do not understand 
all a.bout tax shelters, but I do know and 
I thmk everyone knows that one of the 
reasons many investors get involved in 
this sort of thing is for the tax shelter. 
w~ also know that without that, there 
might not be the incentive for them to 
build this kind of rental housing. So I 
~hink that is what we are trying to do, 
is keep the private investor in this kind 
?f low-income rental property until we 
m the Senate can have time to have 
some hearings and try to a.scertain what 
effect a 50-year restriction or limita
tion would have on it. 

Mr. STEWART. I assume, because of 
the diffe~ences in the House bill, with the 
~enate bill as the Senator is now propos
mg to amend it, this will be a matter that 
will be taken up in conference; is that 
not correct? 

Mr. MORGAN. It certainly will have 
to be taken up in the conference, because 
the House, as the Senator has stated 
provides for 50 years, and if my amend~ 
ment is adopted the Senate bill will pro
vide for 15 years. 

Mr. STEWART. I would respectfully 
request of the Senator two things, and I 
am certain he is going to do this be
cause it is a matter of concern tom~ and 
I am sure to him, because there are pub
lic policy questions involved. 

Because of the problem of possible con
version and eviction of elderly and low
income people, I would hope we would 
have this matter addressed not only in 
con! erence, but within the Senator's sub
committee and within the Banking 
Committee itself, because apparently the 
conversions are on the rise. Apparently 
this will become more of a problem, and 
there is a tremendous amount of money 
being invested by the Federal Govern
ment in it. 

I thank the Senator for his responses 
to my questions. 

Mr. MORGAN. I can assure my col
league that we will, and I might say that 
a number of suggestions have been made, 
which we will be taking up. 

Mr. President, unless someone else 
wishes to speak, I ask for action on my 
amendment. 

The PRESIDING OFFICER. Is all re
maining time on the amendment yielded 
back? 

Mr. MORGAN. I did not realize there 
was a time limitation, but I do yield back 
my remaining time. 

The PRESIDING OFFICER. Does the 
Sena tor from Utah yield back the re
mainder of his time? 

Mr. GARN. I yield back the minority 
time. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from North Caro
lina. 

The amendment was agreed to. 
UP AMENDMENT NO. 322 

(Purpose: To remove retroactive application 
prepayment requirements in rural housing 
programs) 

Mr. GARN. Mr. President, I send an 
amendment to the desk and a.sk for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read a.s follows: 

The Senator from Utah (Mr. GARN) offers 
an unprinted amendment numbered 322: 

On page 6, Une 12, strike ", including any 
loan made"--

Mr. GARN. I ask unanimous consent 
that further reading of the amendment 
be dispensed with. 

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

The amendment is as follows: 
On page 6, llne 12, strike ", including any 

loan made or insured before" and insert 
.. after". 

Mr. GARN. Mr. President, this amend
ment is very simple. I have already ex
plained it, and will only repeat that it 
would exclude the retroactive provision, 

which has been in effect since 1962. I 
think whether in this case or any other 
type of contract with the Government 
anyone goes into, the Government should 
expect that the contracting party will 
exercise good faith and credibility, and 
follow through on it. 

So I will just simply say the effect of 
the amendment would be, in concert with 
that of the Senator from North Carolina, 
that the provisions would apply from 
the date of the enactment of the act, and 
not be retroactive all the way back to 
1962. 

Mr. MORGAN. Mr. President, if I may 
make a few comments on the amend
ment, while I think there may be ques
tions we would want to ask for the 
RECORD, first of all, let me say that a.s a 
lawyer I have some very real problems 
with enacting any kind of legislation 
that changes or varies the terms of a 
contract that is already in existence. 

In other words, many of these loans 
are by investors who have utilized these 
loans in the years past, and did so with 
the knowledge and understanding, If 
they bothered to check into it, that they 
could be paid off as they have been in 
the past, without restrictive limitations 
placed on them. 

While I think there have been sub
stantial arguments presented pro and 
con as to the constitutionality of such 
legislation, I doubt the wisdom of doing 
it or the rightness O'f doing it, although 
I really suspect that constitutionally it 
could be done. 

The problem is not all that great, to 
be that concerned about, because as I 
have listed them, there have been only 
about 400 paid off in all. There are pos
sibly some other ways that we can deal 
with this subject, if considered adequate
ly by the committee. For instance, I had 
suggested to me this afternoon by some 
of my friends representing the Rural 
Housing Coalition, a group that I think 
ha.s made tremendous contributions in 
rural housing, and I think also the Hous
ing Assistance Council, that what we 
might possibly do is encourage Farmers 
Home to refinance a project in the event 
an investor wanted to sell it. 

In other words, if the investor wanted 
to sell it to someone else, we ought to 
encourage Farmers Home to refinance 
it in order to keep that housing avail
able for low-income people. 

But that in itself presents a problem 
which the Farmers Home Administra
tion does not particularly like, and I 
think it has that authority now, that 1t 
might encourage that sort of thing, that 
it might encourage profit taking. There 
are also a number of other objections. 

For that reason, after considering it 
with my staff and others, we thought 
perhaps we should not write anything 
into the bill that would mandate or re
quire Farmers Home to do that sort of 
thing without at least having to consider 
it in the full committee. 

I think what we are doing here is to
day offering to the low-income renters 
some immediate protection without 
varying the terms of contracts which are 
already in existence, which I find re
pugnant to my way of thinking. 
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I wonder if my colleague would allow 
me to ask him a couple of questions for 
the record? 

Mr. GARN. Certainly. 
Mr. MORGAN. Am I correct in under

standing that the Farmers Home loans 
in question are direct loans from the 
Federal Government to the owners of the 
property? 

Mr. GARN. That is my understanding. 
Mr. MORGAN. Does the Senator be

lieve that a developer who borrows Fed
eral funds to build houses for low- and 
moderate-income people should feel 
some kind of respcnsibility to maintain 
such housing for a significant period of 
time? 

Mr. GARN. Yes, I certainly do. 
Mr. MORGAN. I assumed so by the 

Senator's support of the amendment. 
The question of time we have agreed 
upon today 1s 15 years, but we wlll look 
into that matter. 

I have another question: Am I correct 
in understanding that at the present 
time if an owner of a Farmers Home
financed project prepays the mortgage 
on the project, he can raise rents or even 
evict tenants or convert the housing to 
a different use if he desires? 

Mr. GARN. That is correct. So the 
low- and moderate-income people at this 
time have no protection. What the bill 
did was to go to 50 years, which is quite 
another extreme, and the 15 years gives 
them immediate protection. 

Mr. MORGAN. What the Senator and 
I are trying to do is to r~ognize, really, 
these bad aspects of it, and trying to 
provide some protection immediately for 
them in the future, giving us time to look 
further into the matter. 

Mr. GARN. That is correct. 
Mr. MORGAN. I thank my distin

guished colleague. 
I yield to the Senator from New Jersey. 
The PRESIDING OFFICER <Mr. 

MATSUNAGA). The Senator from New 
Jersey is recognized. 

Mr. Wll..LIAMS. I would like to be 
further enlightened on what is involved 
here. I do commend the manager of the 
bill and the ranking member for the 
work they have done on this legislation. 
In this particular area, perhaps, my un
derstanding is not as complete as I 
would like it to be. I have a table in my 
hand which shows that there are what 
I consider to be a fairly significant 
number of loans that are prepaid. Last 
year, in 1978, there were 104. In 1978, 
new loans were 1,466 and loans prepaid 
were 104. 

I just wonder 1f Senators who are 
more knowledgeable can give me some 
appreciation of what is basically the na
ture or the makeup of the tenants in 
this housing and then, after a prepay
ment, who are the new tenants in this 
housing, if there are new tenants. 

Mr. MORGAN. I would say to my dis
tinguished colleague with regard to who 
the new tenants are we really do not 
know, because there has been so very 
little experience. The record of the 
hearings in this matter indicated that 
one of the housing groups submitted to 
us a report which talked about three 
particular projects. If I remember my 

facts correctly, in one of the projects, 
after it was paid off, the tenants were 
evicted. That was in Ohio. 

There was another project, if my rec
ollection serves me correctly, perhaps 
in Wisconsin, where part of the tenants 
were evicted, or at least in one of the 
other two projects, but then wiser heads 
prevailed and the owners of the prop
erty realized what was happening to 
the low-income tenants and they did 
not evict any more. They let the tenants 
stay in the status they were in. 

I would say candidly to my colleague 
that I suspect if we do not do some
thing, which I think we have already 
done, eventually there would be other 
problems. For instance, let us say IBM 
comes into my hometown with a new 
industry. There is a lot of demand for 
new housing and rents go up. I would 
expect that the low-income tenants 
would find themselves evicted and some 
high-income tenants would be replacing 
them. That is why I am very much con
cerned about the problem and why we 
put the provision into the bill to begin 
with. 

Mr. Wll..LIAMS. I share the concerns 
of the distinguished Senator from North 
Carolina. With the knowledge that be
tween 35 and 40 percent of this assisted 
rental housing is occupied by elderly 
families, that even sharpens my concern, 
because we know so clearly the problems 
of rental housing for older people on 
reduced incomes. There is just not avail
able vacant housing for them. If they 
are to lose the opportunity which was 
given to them when this program was 
created, which was to serve people of 
this income level, if they lose their hous
ing, it really is def eating the objective 
we wrote into this law. Somebody is go
ing to be making a considerable profit 
at the expense of the lower-income peo
ple we thought we were serving by creat
ing this program. That is my concern. 

Mr. MORGAN. I certainly share the 
Senator's concern. I realize, and I know 
the Senator does, too, there is really not 
a greater need in this country today, in 
my opinion, than for decent housing for 
low-income people and for the elderly. 
I can say to the Senator that I am going 
to do everything in my power to make 
sure that those investors who utilize the 
advantages that we offer to them by low 
interest loans maintain the character 
of these units just as long as I think it 
is possible to do without destroying the 
program. 

I say to the Senator I had no hesitation 
putting this provision into the bill when 
it came out of our committee, because the 
three projects submitted to us were just 
so telling with regard to the need for it. 
But I must say in all candor I have been 
approached by people from all over the 
country, builders and investors, but par
ticularly one or two in my home State, 
who I know have always had the public 
interest at heart. They tell me that there 
is a point ·beyond which you cannot go 
without killing the goose, so to speak. 

As we go into this matter in the future 
I can assure the Senator that we will take 
evidence. I, for one, favor maintaining 
the character of it as long as we can and, 

at the same time, having some incentive 
for investors to build. 

Mr. WILLIAMS. I hope I am way off 
on this, but I understood that the thrust 
of this amendment would be to eliminate 
all loans that are out there now from this 
provision of maintaining, prospectively, 
the nature of the tenancy in the housing. 

Mr. MORGAN. That is exactly what it 
would do. That is the law now, however. 
What I am saying is that I question, first 
of all, whether we ought to, even with 
good motive, alter the terms of existing 
agreements or contracts between the in
vestors and the Farmers Home. 

Second, there is a substantial question 
as to the constitutionality, as to whether 
or not we can do it. 

Third, I think there may be other alter
nate ways that we can do it without get
ting the Farmers Home Administration 
involved in years of litigation. 

It is now July, and what I am really 
saying is that the problem has just arisen. 
It is not of the magnitude that I think 
would require us to get involved in that 
kind of litigation, and we shall go into 
it next year. 

Mr. WILLIAMS. I see the Senator from 
Utah wants to respond and I am happy 
to listen. 

I thank the Senator from North Caro
lina. 

Mr. GARN. Mr. President, let me make 
two points. First of all, the Senator from 
North Carolina has pointed out that, 
right now, the situation the Senator 
from New Jersey described does exist. 
This is not a retroactive feature. It is 
really just to keep the law as it is. This 
is not a change. · 

Second, my understanding is that, the 
way the law is written now, by putting 
in the 15 years, if somebody in an existing 
building does refinance it, it triggers the 
15 years. They can do it once, but then 
it has to stay that way for 15 years. 

In any event, the basic principle, I 
think, that the Senator from North 
Carolina and I have talked about it, do 
we go back, even if there have been some . 
abuses-and there have-and impose 
this on contracts, many of them that 
have been in existence since 1972? We 
have a lot of information that has come 
in that a lot of these developers would 
simply default. They would suddenly, 
when they have gone in it, they are in it 
for 5, 10, 15 years, and they are going to 
have their money now locked up for 50 
years, they would walk away from it. 
That certainly does not serve the poor
or moderate-income people very well. 

I agree with Senator MORGAN that we 
need to do something about it. On future 
loans, put in 15 years so that, at a mini
mum, they have to keep them. Then we 
could study the time. Maybe it should be 
lengthened. But 50 years ls entirely too 
long. On many retroactive contracts that 
now have been in over a period of 16 or 
17 years, it would be unfair. 

The Senator would not want to be in 
something for a number of years and 
have the Government change the rules 
and say, sorry, suddenly, you are locked 
into this for another 33 years. 

Mr. WILLIAMS. I can see that would 
be a problem. Thinking it through, 
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though, developers went into this pro
gram for the advantage of a reduced rate 
of financing, and with the purpose of 
making housing available to lower
income people. If they did this in the full 
spirit of what we are trying to do with 
this program, they have to realize that 
there should be a considerable period 
that this housing should be available at 
rents that lower-income people can 
afford. 

Mr. GARN. I think people usually go 
by what the law says. I do not know how 
they anticipate that, 16 years later, we 
would impose 50 years on them. The De
partment of Agriculture opposes the 
retroactive feature, because they fear a 
lot of lawsuits in that area. 

I understand what the Senator is say
ing, but I also feel the poor- and moder
ate-income groups would not be well 
served by making it retroactive, because 
I think we would have a lot of defaults 
and a considerable number of losses. 

Mr. PROXMIRE. W111 the Senator 
yield? 

Mr. GARN. I am happy to yield. 
Mr. PROXMIRE. I have a letter from 

the GAO dated January 16 of this year. 
Let me read some sentences, then I want 
to ask the Senator some questions: 

We have, therefore, looked in some detatl 
at the policies and procedures go7ern1ng 
section 8 and have, during the course of our 
investigation, observed what appears to be 
a serious and very costly problem in the way 
this program is administered. This problem 
could immensely reduce the effectiveness and 
increase the costs of housing assistance by 
allowing private investors who own and 
operate section 8 housing to sell their proj
ects or convert them to condominiums in as 
llttle as 5 years. 

I understand the Senator from North 
Carolina and the Senator from Utah 
have agreed on a 15-year compromise 
rather than 5 or 50. What concerns me 
is that the pending amendment by the 
Senator from Utah, I understand, would 
make this retroactive and, therefore, 
would qualify some units immediately if 
they had been in operation--

Mr. GARN. No, my amendment would 
make it not retroactive. 

Mr. PROXMIRE. Would knock out 
retroactivity? 

Mr. GARN. That is correct. It would 
start with new loans. 

Mr. PROXMIRE. So the effect of the 
Senator's amendment, then, would be to 
reduce the cost of the program? 

Let me put the question a different 
way: Would the Senator's amendment 
permit builders or owners of the units 
to convert at once under some circum
stances? 

Mr. GARN. Let me read from Farmers 
Home Administration regulations under 
loan agreement. Now, as to the current 
law, this improves it for those people, be
cause the current law requires that they 
refinance. 

Mr. PROXMIRE. I know it improves 
it. This whole bill improves it. The 
amendment of the Senator from Utah 
and the Senator from North Carolina 
does improve it. What concerns me is 
that what the Senator from rorth Caro
lina has done, as it stands, without the 
amendment by the Senator from Utah, 

would improve it more than the Senator 
from Utah would. 

Mr. GARN. If at any time it appears 
to the Government that the partnership 
is able to obtain a loan upon reasonable 
terms and conditions to refinance the 
loan obligations then outstanding, upon 
request from the Government the part
nership will apply for, take all necessary 
actions to obtain, and accept such re
financing loan and will use the proceeds 
for said purposes. 

What we have had since 1962 is direc
tions that, as soon as you can get more 
favorable terms, get out of the Gover.n
ment loan program, get private financing 
and do it. Then we pass something out 
of committee which says you have to keep 
the 50 years and make it retroactive. 

That is a tremendous turnabout on the 
part of Government, to go from one ex
treme, encouraging to refinance, then to 
go to another area and say we are going 
to change the law and you cannot re
finance until the whole first loan is ex
pired, as long as 50 years. 

I am saying that principle, Mr. Presi
dent, is wrong, whether it is applied to 
this or not. When people go into a con
tract in good faith, even if it was wrong, 
even if the Government should not have 
had that kind of policy, do not go back 
and lock. people in that way. We shall 
have defaults, we shall harm the poor 
more than we are getting improvement, 
considerable improvement, over the pres
ent situation. 

Mr. PROXMffiE. That is right, but my 
concern is that this would permit im
mediate sale under certain circum
stances. Is that correct or not? 

Mr. GARN. That is true at this time. 
Mr. PROXMIRE. I understand it is 

true at this time, yes, but it would not be 
true if we simply enact the provisions of 
the amendment as the Senator from 
North Carolina is offering it. It is a com
promise to what the committee reported, 
the 50-year proposal, which has been 
compromised to 15 years. I understand 
that. But then, in turn, to permit im
mediate disposal, which is what the Garn 
amendment would do under some cir
cumstances, it seems to me, greatly re
duces the force and benefit of the Mor
gan amendment. 

Maybe I am unfair. I would like to get 
the opinion of the Senator from North 
Carolina. 

Mr. MORGAN. I think I have to say to 
the Senator that it would change, to 
some degree, or diminish the effect of my 
amendment. But it would not diminish or 
change the present law. 

Mr. PROXMIRE. I understand that. 
Mr. MORGAN. I follow what the Sen

a.tor is saying, but I just do not think 
the problem is great enough for us to get 
involved with the business of changing 
existing contracts and risking litigation 
without going into further hearings. 

For instance, in North carolina, there 
were seven payoffs. Four of them were 
required under the terms of the contract; 
that is, where the Government itself re
quired them to pay off. One of them was 
for settling up the estate, which I think 
we would say was a legitimate reason. 
In another one, the Farmers Home had 
pressured them for reports, so they got 

tired of Government redtape and paid 
them off. But out of the seven, five were 
legitimate payoffs, either prompted by 
the Government or settling the estate. 

What I am really saying is that I real
ly do not think the problem is serious 
enough for us to go back and make it 
ret roactive without at least having an 
opportunity to have hearings and con
sider this aspect of it in committee. 

Mr. PROXMffiE. Can the staff give us 
any information on how serious this 
problem would be if the Garn amend
ment is accepted, what effect that might 
have on the cost of the program, because 
the GAO letter goes on to say: 

This would likely result in the displa~e
ment of low- and moderate-income tenants 
and is In marked contrast to the much long
er service which can be expected from a 
program such as conventional public hous
ing which should serve subsidized tenants 
for at least 40 years at much lower costs. 

The Senator is modifying the commit
tee amendment to reduce it from 50 to 
15 years. 

My question is, how substantial is it, 
in fact, if we have that information that 
the Garn amendment is increasing'costs 
and displacing tenants; is there any way 
to estimate that? 

Mr. GARN. If the Senator will yield, 
I cannot answer the Senators' question 
in specific numbers. I do not know. But I 
do know and I must repeat, we will have 
defaults and find people that just walk 
away. 

I cannot quantify how many people 
that hurts. I do not know, if people just 
walk away, how much that costs the 
Government, how many people are dis
placed in that manner. 

But there is a principle here I must 
insist on, whether it applies to this or 
something else. 

We do not have much credibility in 
this body, or in the Congress. The Presi
dent has a low rating. Ours is lower. 

I think one of the reasons is that we 
do not keep our word. I just think from 
a principle standpoint, it is incredible 
that we passed a law in 1962 and 17 
years later, that maybe we made a mis
take in 1962. 

I was not here, I did not vote for it. 
The Senator was. But that is neither 
here nor there. 

Maybe a mistake was made at that 
time. I was not a part of it. But to cor
rect it retroactively, and people that de
cided to invest in something in good 
faith and then suddenly tell them we 
are changing all the rules, are contracts 
not valid ~,nymore? Are we like the 
superstars in sports that decide they are 
more valuable now and will not honor 
the rest of the contract? 

I think it is a terribly important prin
ciple and that now Congress should start 
keeping its word. 

But I cannot answer about tradeoff s, 
lawsuits--

Mr. PROXMffiE. Was there any record 
of this in the hearings or the markups? 

Mr. MORGAN. That is exactly what I 
say to the Senator, the record was very 
meager. J:t consisted of a report from the 
housing law project, which brought to 
our attention that three particular proj-
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ects were converting and causing prob
lems. 

Now, it aippeared such an apparent in
justice to us that we moved forward with 
it. 

What we should have done is have 
some hearings and serve notice to every
body concerned. 

But with regard to the specifrc ques
tion as to what it is going to cost in dol
lars and cents, I think we could say it is 
not anything except the inflationary rate. 

For 'instance, if an investor pays off his 
project, then to get that many housing 
units available, we would have to make 
that loan to someone else and add some 
inflationary cost to it. 

But it would cost in housing available 
for low-income people. 

Mr. PROXMIRE. That is right. That 
is the principal concern. 

Mr. MORGAN. But I say, I do not 
think the cost is so urgent that it cannot 
wait until we have hearings and con
sider it. 

Mr. PROXMIRE. Would the Senator, 
as chairman of the subcommittee, ex
pect to have hearings on this in some 
foreseeable future? 

Mr. MORGAN. I say to my chairman, 
immediately. I would have already had 
them, because I am very much con
cerned about it, had I realized all these 
would come to light. 

Mr. PROXMIRE. And he might be 
able to act on this this year, or next 
year? 

Mr. MORGAN. Or early next year. 
Mr. GARN. If the Senator will yield, 

the House version of this has the 50-year 
and retroactive in it. So this is not 
decided. There is a conference commit
tee that will have to be conducted. 

So there is still opportunity to press 
the Senator's point of view there. 

But the reason I bring this up again 
is that Senator MORGAN and I both agree 
this is something that needs hearings. 
It is certainly far better, what we are 
doing, than what exists at the present 
time. I cannot see there would be a great 
deal of harm, in any event, in the time 
we hold hearings, and if we decide a 
longer number of years is necessary. 

I will be very candid, though, no hear
ings could convince me on the retro
active feature. It is a basic feature that 
applies to my political philosophy, that 
we do not change in many ways. When 
I tell somebody something, I will stick 
by it, whether I like it or not. I think that 
is particularly important for Govern
ment and Government officials, to be 
willing to keep their word. 

But we will hold hearings. 
Mr. WILLIAMS. I would like to make 

an observation. We must remember the 
owners got into this program knowing 
it was for the tenancy of low- and mid
dle-income people. So when we talk 
about the morality of the situation of 
changing a contract, there is a 
morality mandate on those who got the 
low-interest loan to create housing for 
the low- and moderate-income people. 

Mr. GARN. The Senator is correct ex
cept it ignores the fact of the legislative 
language I read to him, of the Govern
ment telling them they should refinance 
as soon as possible and--

Mr. WILLIAMS. I did not hea'l" that 
reading. 

Mr. GARN. It was left open. Then 
Senator MORGAN said, I think, that five, 
or four, out of seven, were forced by 
Farmers Home Administration to re
finance, that they should go get normal 
financing, "You don't need this, get out." 

We have gone from that situation, 
and that is where it is--when you can 
get out, we want you out. 

It is a situation to make it one ex
treme to another. Our amendments are 
middle ground. 

Mr. WILLIAMS. All right, they can 
get out of the loan-I did not hear the 
reading. 

Mr. GARN. It does not tell them to get 
out, but to refinance. 

Mr. WILLIAMS. With whom? 
Mr. GARN. With commercial. 
Mr. WILLIAMS. At market? 
Mr. GARN. With private loans. 
Mr. WILLIAMS. I hope the hearings 

will develop what the devil the Farmers 
Home was trying to promote, displace
ment housing for--

Mr. GARN. Tha·t is what the Senator 
Morgan said in his--

Mr. WILLIAMS. Is that what they are 
doing? 

Mr. GARN. Yes. To spread the money 
further, to get it back to do other proj
ects. 

Mr. WILLIAMS. But in the process, re
leasing that housing from the tenancy of 
low- and moderate-income people? 

Mr. GARN. Yes. That is the policy now. 
Mr. WILLIAMS. That should be part 

of the hearings. 
Mr. GARN. It certainly should. 
Mr. WILLIAMS. I thank the Senator. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. MORGAN. I yield back all my 

time. · 
Mr. GARN. I yield back all my time. 
The PRESIDING OFFICER. All time 

having been yielded back, the question 
is on agreeing to the amendment of the 
Senator from Utah. 

So the amendment <UP No. 322) was 
agreed to. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the amend
ment was agreed to. 

Mr. MORGAN. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MORGAN. Mr. President, I yield 
to the Senator from Massachusetts. 

UP AMENDMENT NO. 323 

(Purpose: To revise the definition of rural 
areas} 

Mr. TSONGAS. Mr. President, I have 
an amendment at the desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Massachusetts (Mr. 
TsoNGAS} proposes an unprinted amendment 
numbered 323. 

Mr. TSONGAS. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

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

The amendment is as follows: 
At the end of the blll, add the following 

new section: 
DEFINITION OF RURAL AREA 

SEC. 11. Section 520 of the Housing Act of 
1949 is amended by adding at the end there
of the following: "The Secretary may waive 
the requirement contained in clause (3) (A} 
of the preceding sentence in the case of any 
open country, place, town, township, village, 
or city eligible for assistance under section 
119 of the Housing and Community Devel
opment Act of 1974 or other Federal program 
targeted to areas of distress, upon applica
tion showing the rural character, need for 
low income housing, lack of mortgage credit, 
and lack of sufficient funding from other 
Federal housing programs.". 

The PRESIDING OFFICER. The Sen
ator from Massachusetts is recognized 
for 30 minutes in support of his amend
ment. 

Mr. TSONGAS. Mr. President, I thank 
the Chair. 

I will not take much time, since I un
derstand this amendment is noncontro
versial and has been agreed to. 

Mr. President, there is a unique prob
lem with Farmers Home housing loan 
eligibility in my State that has left the 
citizens of a rural community without 
access to these FmHA programs. I am 
proposing an amendment to correct this 
situation. 

The town of Adams has a population 
of 11,000. It lies inside the Pittsfield 
SMSA, but Adams is a rural community 
with open space and no definable down
town. It meets the distress factors of 
title I of the Housing and Community 
Development Act--the UDAG program
but it has received very limited HUD as
sistance. Adams needs low-income hous
ing and mortgage credit which is hard 
to obtain. Its residents are not eligible 
for FmHA rural housing loans because 
under present law a town that is part of 
an SMSA must have a population under 
10,000 to qualify. 

In 19.St year's housing bill, the Senate 
included a provision to make communi
ties with population up to 20,000 inside 
an SMSA eligible for FmHA assistance. 
This did not prevail in conference, but 
the conferees directed "that FmHA is 
expected to interpret section 520 of the 
Housing Act of 1949 in a manner that 
would benefit residents of local com
munities and not administratively re
strict their access to FmHA assistance." 
The conference report--House Report 
95-1792-went on to state that--

In defining the terinS "rural" and "rural 
areas," the FmHA is instructed to use the 
la.test official U.S. Census data, except where 
the community presents more recent and 
reliable population counts. 

Farmers Home officials continue to 
deny Adams residents access to FmHA 
loans because the population figures are 
over the 10,000 mark by 1,000. 

I do not want to open a Pandora's box 
by changing eligibility requirements be
cause, in probably 99 percent of the cases, 
the limited funding available to Farmers 
Home reaches the communities for 
which it is intended. But I do not think 
Congress intended that obviously rural 
communities like Adams, which meet dis
tress factors but happen also to be in-
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side an SMSA, be denied access to 
Farmers Home housing loans. 

Therefore, Mr. President, I am pro
posing that the Secretary of the Depart
ment of Agriculture may grant a waiver 
to allow participation in the housing loan 
programs in very specific cases. A com
munity of under 20,000 population but 
inside an SMSA would have to meet 
strict criteria of, first, eligibility under 
Federal programs targeted to areas of 
distress, such as UDAG or EDA; second 
rural in character; third, a need for low~ 
income housing; fourth, lack of mortgage 
credit for lower income families: and, 
fifth, lack of sufficient funding from 
other Federal housing programs. This 
amendment would adequately restrict 
the waiver to communities like Adams 
which find themselves entangled in a 
technicality that effectively denies their 
access to both urban and rural housing 
programs. 

I reserve the remainder of my time, 
Mr. President. 

Mr. MORGAN. Mr. President, I under
stand the intent of the distinguished 
Senator from Massachusetts. 

I have talked with my staff and with 
my colleagues on the committee, and we 
think his solution is entirely appropriate, 
and we are willing to accept the amend
ment. · 

I point out, however, that it is not the 
intent of Farmers Home to open the door 
to every community that wants to come 
in; but where there is a distress situation 
as here, we think it is entirely appro~ 
priate to do it. We are willing to accept 
the amendment. 

I yield back the remainder of my time. 
The PRESIDING OFFICER. Does the 

Senator from Massachusetts yield back 
his time? 

Mr. TSONGAS. Mr. President it is not 
my intent, either to open up ellgibility. 
I appreciate the Senator's acceptance of 
the amendment. 

I yield back the remainder of my time. 
The PRESIDING OFFICER. All time 

having b.een yielded back, the question is 
on agreemg to the amendment offered by 
the Senator from Massachusetts. 

The amendment was agreed to. 
Mr. M~~AN. Mr. President, I yield 

to the distmguished Senat;or from Ari
zona <Mr. DECONCINI). 

UP AMENDMENT NO. 324 

(Purpose: To increase the ce111ng amounts 
under section 504(a) for loans and loan
grant combinations from $5,000 to $7,500) 

Mr. DECONCINI. Mr. President, I send 
to the desk an unprinted amendment 
and ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Arizona (Mr. DECON
CINI) proposed an unprinted amendment 
numbered 324. 

Mr: DECONCINI. Mr. President, I ask 
unarumous consent that reading of the 
amendment be dispensed with. 

'!he. PR~S~ING OFFICER. Without 
ObJection, it IS so ordered. 

The amendment is as follows: 
Delete the second sentence of section 504 

(a) of the Housing Act of ig49 and insert in 
lieu thereof the following: 

"No assistance shall be extended to any one 
individual under this subsection in the form 
of a grant in excess of $5000, and no assist
ance shall be extended to any one individual 
under this subsection in the form of a loan 
or a combined loan and grant in excess of 
$7500.". 

Mr. DECONCINI. Mr. President, my 
amendment will modify section 504(a) 
of the Housing Act of 1949. Section 504 
authorizes loans, grants, and loan-grant 
combinations for very low-income indi
viduals to allow them to repair or im
prove their residences to make them safe 
decent, and sanitary. ' 

Mr. President, the 504 program has 
helped many low-income families to 
make their dwellings livable by removing 
health hazards not only to the occu
pants, but to the community as well. 
However, home improvement and home 
repair are not immune from inflationary 
pressures and the present $5,000 ceiling 
now serves to restrict the use of the 
program in many instances. My amend
ment would increase that ceiling to 
$7 ,500 for loans and loan-grant combina
tions. I would like to stress that while 
the amendment increases the loan and 
loan-grant ceilings, it does not increase 
the authorizations for the program. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a 
table showing several actual cases pro
vided by the city of Casa Grande, Ariz., 
which demonstrate the need to increase 
the ceilings on the 504 program. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
CaseNo. l: 

Electrical ----------------------- $1,766 
Plumbing----------------------- 1,440 
Heating ------------------------ 1, 650 
Roofing------------------------- 1,434 
Insulation and weather-proofing___ 1, 162 

Total 

Case No. 2: 
Electrical ------------ - ---- - ----
Plumbing ----------------------
Heating -------------- - --------
Roofing ------------------------
Insulation and weather-proofing __ 

Total 

Case No. 3: 
Electrical ----------------------
Plumbing ----------------------
Heating ------------------------
Roofing ------------------------
Insulation and weather-proofing __ 

Total 

Case No. 4: 

7,462 

1,671 
2, 160 
1,440 
1,350 

818 

7,439 

l,273 
2,068 
1,290 

642 
883 

6, 156 

Electrical -------------------- 1, 500 
Plumbing----------------------- 1,740 

~~~~~: -======================== 1, ~~: Insulation and weather-proofing__ l, 337 

Total ----------------------- 6,443 

Mr. DECONCINI. Mr. President, I point 
out that these costs are not incurred in 
the co11:struction of new dwellings; these 
expenditures are necessary, in certain 
cases, in order for low-income individ
uals to make their homes safe and free 
from health hazards. 

Mr. President, by increasing the ceil
ings on section 504 loans and loan-grant 

c~mbinatio~. from $5,000 to $7,500, we 
will be providing a more realistic and ef
fective program for our State and local 
?over~ents to administer without hav
mg to mcrease the authorization ceiling 
for these programs. The strain on 504 
program funds is usually felt in the 
grants-only part of the program. Under 
my amendment, the $5,000 limit on 
gran_ts-only is r~tained, thus insuring the 
contm_ued. maximum participation by 
tho~e m dire need of assistance. 

Smee this $5,000 ceiling on section 504 
loans was established, construction costs 
hav~ esc.alated an average of 36 percent 
nationwide. It would seem unfair to pre
clude ~r?gram . participation by sticking 
to a. c~iln~g which, in many cases, is un
reahstic m these infiationary times. I 
would urge my colleagues to support this 
amendment. 

l.\;lr· President, I yield back the re
mamder of my time. 

Mr. MORGAN. Mr. President, this is 
a badly needed amendment. Quite frank
ly, I would have proposed it if the Sen
ator had not. 

Seventy-five hundred dollars is not 
much~ repair .a house. I think we all 
recognize that infiation has made this 
amount much, much smaller than it used 
to be, and it is time to increase it 
. One thing we need to do in rural Amer
ica-and I hope we will be able to do 
mor~ of it-is to conserve our existing 
housmg stock; and I think the Senator's 
a~endment would be beneficial in doing 
t~is: On behalf of the committee, we are 
willi~g to accept this amendment. 

I yield back the remainder of my time. 
~e PRESIDING OFFICER. All time 

havmg ~n yielded back, the question is 
on a.greemg to the amendment offered by 
the Senator from Arizona. 

The amendment was agreed to. 
Mr. DECONCINI. Mr. President, I move 

to reconsider the vote by which the 
amendment was agreed to. 

Mr. GARN. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

. The PRESIDING OFFICER. Who 
yields time? 

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

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

UP AMENDMENT NO. 325 

(Purpose: To modify the allocation 
requirement) 

Mr. MORGAN. Mr. President, I send 
an amendment to the desk on behalf of 
the distinguished Senator from Alaska 
<Mr. GRAVEL), who is busy with other 
Senate business at the present time, and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from North Carolina (Mr. 
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MORGAN) tor Mr. GRAVEL proposes an un
printed amendment numbered 325. 

Mr. MORGAN. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

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

The amendment is as follows: 
On page 3, line 24, after "income" insert 

", except that the percentage requirements 
of this section shall apply to State or area 
median income rather than national median 
income in those States or areas with ex
tremely high prevailing incomes, as deter
mined by the Secretary". 

Mr. GRAVEL. Mr. President, I ex
press my gratitude to the Senator from 
North Carolina for the services he ren
dered in offering my amendment while 
I was not present in the Chamber. 

Mr. President, section 4 of the bill 
contains a provision relating to alloca
tion of housing assistance. It is an effort 
on the part of the Rural Housing Sub
committee to insure that Federal assist
ance under the Farmers Home Adminis
tration is delivered to the most needy 
citizens. It would direct the Secretary 
of Agriculture to target assistance so 
that 30 percent of all households assisted 
under the programs had incomes below 
50 percent of the national median in
come, and no more than 15 percent of 
all households assisted had incomes over 
80 percent of the national median. 

While I have no qualms with address
ing the issue of targeting, this provision 
as written creates a problem for high 
income areas such as Alaska, Hawaii, 
and Guam. 

Currently, Farmers Home adjusts the 
national median income figures to take 
into account the prevailing higher in
comes in these areas. However, section 4 
makes no mention of the need to allow 
the Farmers Home Administration to 
continue to make such adjustments. 

My amendment provides that the Sec
retary shall target assistance as out
lined above, except that the Secretary 
shall apply State or area median in
come rather than national median in
come in those States or areas with ex
tremely high prevailing incomes, as 
determined by the Secretary. 

The intent of the amendment is to 
allow the Secretary of Agriculture to 
continue to make adjustments for high
income areas. Currently, the national 
median income for Farmers Home low
income programs is $11,200. For Hawaii 
and Guam, the Agency adjusts this fig
ure to $13,700 and for Alaska, the figure 
is $16,800. Under the moderate-income 
programs, the national median income is 
$15,600. For Hawaii and Guam, the lim
it is $18,500 and for Alaska the limit is 
$23,400. 

Mr. President, last year Alaska finally 
received a full-fledged State Office of 
the Farmers Home Administration. Since 
that time interest in the program has 
soared and the Alaska office has per
formed admirably under the leadership 
of Mr. Jack Roderick, our State director. 
Adoption of this amendment will al-
low the good work of the Farmers Home 
Administration to continue and will in-

sure the program is sensitive to the 
unique situation in areas such as Alaska. 

Mr. President, this amendment was 
prepared in consultation with the staff 
of the subcommittee and it is my un
derstanding that it is acceptable to the 
managers of the bill. 

Mr. MORGAN. Mr. President, my staff 
and I, along with the ranking minority 
member, the distinguished Senator from 
Utah, have reviewed the amendment, and 
we have no objection to it. 

The crux of the amendment has to do 
with income limitations. The State of 
Alaska and the State of Hawaii have 
some particular income problems because 
of the bill, and this provides the Farm
ers Home Administration an opportunity 
to offer some relief there. We are will
ing to accept the amendment. 

Mr. GARN. Mr. President, I am willing 
to accept the amendment. 

Mr. MORGAN. We yield back our time. 
Mr. GARN. Mr. President, I yield back 

my time. 
The PRESIDING OFFICER. All time 

having been yielded back, the question is 
on agreeing to the amendment of the 
Senator from Alaska. 

The amendment was agreed_ to. 
Mr. MORGAN. Mr. President, it is my 

understanding, and I inquire of the Chair 
if I am correct, that as to this bill that 
concludes all the amendments and it is 
my understanding that this bill will be 
set aside for third reading until the ma
jor housing bill is considered. Is that 
correct? 

Mr. GARN. Mr. President, if the Sen
ator will withhold that, there is PoSSibly 
another amendment. I suggest the ab
sence of a quorum. 

The clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. HELMS. Mr. President, I ask unan

imous consent that the order for the 
quorum call be rescinded. 

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

UP AMENDMENT NO. 326 

(Purpose: To reduce authorization for cer
tain programs under Title V of the Hous
ing Act ot 1949 tor fiscal year 1980) 

Mr. HELMS. Mr. President, I send an 
unprinted amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The clerk 
will report the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from North Carollna (Mr. 
HELMS) proposes an unprinted amendment 
numbered 326. 

Mr. HELMS. Mr. President, I ask unan
imous consent that furtiher reading of 
the amendment be dispensed with. 

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

The amendment is as follows: 
On page 2, line 8, delete "$30,000,000" and 

insert in lieu thereof "$25,000,000". 
On page 2, line 17, delete "$7,500,000" and 

insert in Heu thereof "$5,000,000". 

The PRESIDING OFFICER. The Sen
ator from North Carolina is recognized 
for 30 minutes in support of his amend
ment. 

Mr. HELMS. The Senator from North 
Carolina will not take nearly that much 
time. 

The PRESIDING OFFICER. The Sen
ator is recognized. 

Mr. HELMS. At the outset, let me say 
there are not two Members of the Senate 
for whom I have greater respect and 
affection than the managers of the bill, 
my distinguished friend from North Car
olina <Mr. MORGAN) and my good friend 
from Utah <Mr. GARN). 

Nevertheless, I feel obliged to offer 
an amendment to this bill for reasons 
which I shall state. This is another case 
in which we are presented with a piece 
of legislation which would authorize or 
appropriate more funds than the ad
ministration says it can spend wisely. It 
authorizes the expenditure of deficit 
dollars borrowed against future genera
tions to fuel the fires of our present 
inflation. 

Mr. President, there are so many 
pieces of legislation which I would en
joy supporting but which I must oppose, 
because if we do not get inflation under 
control this Nation faces dire conse
quences. 

I realize not much money is involved, 
as we regard money in Washington, D.C., 
but it is the principle involved. I made 
up my mind a long time ago that, to the 
best of my ability, I am going to try to 
reduce appropriations as much as I could 
in every instance that occurs. 

So I off er this amendment not in any 
disrespect whatsoever for my good 
friends who are managing this bill-and 
I do it with a certain hesitancy, because 
this is the kind of program which has 
great appeal-but under the circum
stances I feel obliged to try to reduce the 
proposed amount to be spent to what 
the administration has proposed and, 
thereby, save $5 million in one instance 
and $2.5 million in another. 

As I say, this is not a great deal of 
money as we view money in Washing
ton, D.C., because we are spending other 
folks' money. We are spending the money 
of the taxpayers. Just to be consistent I 
off er this amendment in good faith. 

I reserve the remainder of my time. 
Mr. MORGAN. Mr. President, I am as 

concerned about deficit financing as any 
Member of this Senate, and I suspect I 
have voted against as many appropria
tions in terms of dollars and cents as 
most Members of the Senate. But because 
we are involved with, we do have, deficit 
spending in this country, does not mean 
that there are not programs that de
serve some priority. 

This program, I think, is one of those 
programs that definitely should be con
sidered as deserving priority. 

There is not a greater need in this coun
try today than the need for housing, not 
only in the urban areas but just as im
portantly and certainly in rural Amer
ica for rural Americans there is nothing 
more important than rural housing. 

For that reason I hope the Senate will 
not accept this amendment and will see 
fit to reject it, because the Farmers Home 
Administration, in my opinion, has the 
best re:::ord of any Federal agency in the 
country for delivering services to the 
people of this country. 
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If we have to delete some funds let us 
delete them from some of those programs 
that are wasteful. But I daresay there 
are not many people in the country who 
would not agree with me that the Farm
ers Home Administration gets more for 
its money than any other agency, and 
provides more services for the people. 

So I hope we will reject this amend
ment. It would eliminate only $7.5 mil
lion, which is a lot of money if you think 
of it in terms of a balanced program, 
which our committee has brought for
ward una.nimousJ.y to the Senate, it is 
not all that meaningful. 

So I hope the Senate will reject it. I 
am prepared to yield back the remainder 
of my time. 

Mr. HELMS. Mr. President, I am not 
quite prepared to yield back my time. 

This is not a comfortable situation in 
which this Senator from North Carolina 
finds himself. Bob Morgan has been my 
friend for more than Si quarter of a 
century. We agree far more than we 
disagree, but this is a matter of try
ing to maintain some concept of con
sistency in terms of trying to achieve a 
balanced budget. 

It is all we talk about when we go 
home, and with all due respect to my 
friend, the argument just presented is 
precisely the argument that every 
senator makes-perhapg not as elo
quently as my friend has just done, but 
precisely the argument that every Sena
tor makes-when he wants to nudge an 
appropriation or an authorization up 
to bust the budget. 

So it is with great reluctance and 
great regret that I must stand by my 
amendment. I suppose we ought to have 
the yeas and nays, Mr. President, and 
I ask for the yeas and nays. 

The PRESIDING OFFICER. Is there 
a· sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. HELMS. Now, Mr. President, I 

am willing to yield back the remainder 
of my time. 

Mr. MORGAN. Mr. President, I yield 
back the remainder of my time. 

The PRESIDING OFFICER <Mr. 
LEVIN). All remaining time having been 
yielded back, the question is on agree
ing to the amendment <No. UP-326) of 
the Senator from North Carolina <Mr. 
HELMS). The yeas and nays have been 
ordered, and the clerk will call the roll. 

The second assistant legislative clerk 
called the roll. 

Mr. CRANSTON. I announce that the 
Senator from Connecticut <Mr. RIBI
COFF), and the Senator from Mississippi 
<Mr. STENNIS) , are necessarily absent. 

Mr. STEVENS. I announce that the 
Senator from Tennessee <Mr. BAKER), 
the Senator from Arizona <Mr. GOLD
WATER), the Senator from Pennsylvania 
<Mr. HEINZ), the Senator from Vermont 
<Mr. STAFFORD), the Senator from Wyo
ming <Mr. WALLOP), and the Senator 
from North Dakota <Mr. YOUNG), are 
necessarily absent. 

The PRESIDING OFFICER. Are there 
a~y . other Senators in the Chamber 
wishmg to vote? 

The result was announced-yeas 15 
nays 77, as follows: ' 

[Rollcall Vote No. 163 Leg.] 
YEAS-15 

Armstrong 
Bellmon 
Byrd, 

Harry F'., Jr. 
Exon 
Hatch 

Hayakawa 
Helms 
Humphrey 
Kassebaum 
Laxalt 
McClure 

NAYS-77 
Baucus Garn 
Bayh Glenn 
Bentsen Gravel 
Biden Hart 
Boren Hatfield 
Boschwltz Hefiin 
Bradley Hollings 
Bumpers Huddleston 
Burdick Inouye 
Byrd, Robert C. Jacks.on 
Cannon Javits 
Chafee Jepsen 
Chiles Johnston 
Church Kennedy 
Cochran Leahy 
Cohen Levin 
Cranston Long 
Oulver Lugar 
Danforth Magnuson 
DeConcini Mathias 
Dole Matsunaga 
Domenlci McGovern 
Duren berger Melcher 
Durkin Metzenbaum 
Eagleton Morgan 
Ford Moynihan 

Proxmire 
Roth 
Tower 
Zorinsky 

Muskie 
Nelson 
Nunn 
Packwood 
Pell 
Percy 
Pressler 
Pryor 
Randolph 
Riegle 
Sar banes 
Sasser 
Schmitt 
Schweiker 
Simpson 
Stevens 
Stevenson 
Stewart 
Stone 
Talmadge 
Thurmond 
Tsongas 
Warner 
Weicker 
W111iams 

NOT VOTING-8 
Baker 
Goldwater 
Heinz 

Ribicoft' 
Statford 
Stennis 

Wallop 
Young 

So Mr. HELMS' amendment <No. UP-
326) was rejected. 

The PRESIDING OFFICER. Are there 
further amendments? If there be no 
further amendments to be proposed, the 
question is on the engrossment and the 
third reading of the bill. 

The bill was ordered to be engrossed 
for a third reading and was read the 
third time. 

Mr. MORGAN. Mr. President, we have 
just completed the rural housing au
thorization bill. I thank my distin
guished colleague and members of the 
committee for their assistance in bring
ing this to the :floor of the Senate, es
pecially the staff, Bob Malakoff of the 
Housing staff. 

Also, Mr. President, I express my ap
preciation to rural America and to the 
Housing Assistance Council and to the 
National Law Project for their interest 
and assistance in rural housing. I think 
these three organizations have done an 
outstanding job. I wish the record to re
flect it. 

I thank the Chair. 

APPOINTMENT OF SUBSTITUTE 
CONFEREE ON H.R. 3173 

Mr. CHURCH. Mr. President, I ask 
unanimous consent that Senator PELL of 
Rhode Island be named as a conferee on 
H.R. 3173, the International Security 
Assistance Act of 1979, in lieu of Senator 
BIDEN of Delaware. 

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

ARMS CONTROL DISARMAMENT 
ACT AMENDMENTS OF 1979 

Mr. CHURCH. Mr. President, I ask 
the Chair to lay before the Senate a 
message from the House of Representa
tives on H.R. 2774. 

The PRESIDING OFFICER <Mr. 
LEVIN) laid before the Senate a message 
from the House of Representatives an
nouncing its disagreement to the amend
ment of the Senate to the bill <H.R. 
2774) to authorize appropriations for 
fiscal years 1980 and 1981 under the 
Arms Control and Disarmament Act, and 
for other purposes, and requesting a 
conference with the Senate on the dis
agreeing votes of the two Houses there
on. 

Mr. CHURCH. I move that the Senate 
insist upon its amendment and agree 
to the request of the House for a con
ference on the disagreeing votes of the 
two Houses thereon, and that the Chair 
be authorized to appoint the conferees 
on the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. CHURCH, 
Mr. PELL, Mr. McGoVERN, Mr. GLENN, 
Mr. JAVITS, Mr. PERCY, and Mr. HELMS, 
conferees on the part of the Senate. 

HOUSING AND COMMUNITY DEVEL
OPMENT AMENDMENTS OF 1979 
The PRESIDING OFFICER. Under a 

previous order of the Senate, the Sen
ate will now proceed to the considera
tion of S. 1149, which the clerk will state. 

The second assistant legislative clerk 
read as follows: 

A blll (S. 1149) to amend and extend cer
tain Federal laws relating to housing, com
munity, and neighbOll'hood development and 
preservation and related programs, and !or 
other purposes. 

The Senate proceeded to consider the 
bill. 

UNANIMOUS-CONSENT AGREEMENT 

Mr. ROBERT C. BYRD. Mr. President 
it is my understanding that Mr. ARM~ 
STRONG will be calling up an amendment 
to the pending measure and that there 
will be a rollcall vote thereon yet today. 

I propose the following unanimous
consent agreement, which has been 
cleared with the minority. It has been 
cleared with the manager of the bill, 
also: 

That there be 4 hours on the bill, 
equally divided between Mr. WILLIAMS 
and Mr. GARN; that there be 1 hour, 
equally divided, on any amendment in 
the first degree; 2 hours, equally di
vided, on an amendment by Mr. PROX
MIRE; 1 hour, equally divided, on an 
amendment by Mr. JAVITS which 
has to do with UDAG; 1 hour, 
equally divided, on each of two 
amendments by Mr. HELMS on Soul City; 
1 hour equally divided en an amendment 
by Mr. GARN, having to do with Davis
Bacon, on which there shall be no ta
bling motion; 30 minutes on any second 
degree amendment; 20 minutes on any 
debatable motion, appeal or point of 
order if such a point of order is sub
.mitted to the Senate for discussion; 
that the agreement be in the usual form; 
and that a vote on passage occur no 
later than 7 p.m. tomorrow. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

The text of the agreement follows: 
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Ordered, That when the Senate proceeds 
to the consideration of S. 1149 (Order No. 
176), a blll to amend and extend certain 
Federal laws relating to housing, commu
nity, and neighborhood development and 
preservation and related programs, and for 
other purposes, debate on any amendment in 
the first degree (except an amendment by 
the Senator from Wisconsin (Mr. Proxmire) 
reducing authorization, on which there shall 
be 2 hours, an amendment by the Senator 
from New York (Mr. Ja.vlts) UDAG, on w~ich 
there shall be one hour, two amendments by 
the Sena.tor from North Carolina. (Mr. Helms) 
Soul City, on which there shall be one hour 
ea.ch and one amendment by the Senator 
from Utah (Mr. Garn) Davis-Ba.con on which 
there shall be one hour and which shall not 
be subjected to a motion to table), shall be 
limited to 1 hour, to be equally divided and 
controlled by the mover of such and the 
manager of the blll; debate on a.ny amend
ment in the second degree shall be limited 
to 30 minutes, to be equally divided and 
controlled by the mover of such and the 
manager of the blll; and debate on any de
batable motion, appeal, or point of order 
which is submitted or on which the Chair 
entertains debate shall be limited to 20 
minutes, to be equally divided and control
led by the mover of such and the manager of 
the bill: Provided, That in the event the 
manager of the blll is in fa.var of any such 
amendment or motion, the time in opposition 
thereto shall be controlled by the minority 
leader or his designee: Provided, That no 
amendment that is not germane to the pro
visions of the said bill shall be received. 

Ordered further, That on the question of 
final passage of the said bill, debate shall be 
limited to 4 hours, to be equally divided and 
controlled by the Sena.tor from New Jersey 
(Mr. Wlllia.ms) and the minority leader or 
his designee: Provided, That the said Sena.
tors, or either of them, may, from the time 
under their control on the passage of the 
said bill, allot additional time to any Sena
tor during the consideration of any amend
ment, debatable motion, appeal, or point of 
order. 

Ordered further, That the vote on final 
passage of said bill shall occur no later than 
7:00 p.m., Friday, July 13, 1979. 

Mr. ROBERT c. BYRD. Mr. President, 
I thank the manager of the bill and I 
thank the minority manager, Mr. WIL
LIAMS and Mr. GARN respectively. 

Let me say to the Members, if Mr. 
ARMSTRONG calls up his amendment, there 
will be a vote on that amendment to
night. If he is present, we can get the 
yeas and nays ordered as soon as he calls 
up the amendment. 

The PRESIDING OFFICER. Who 
yields? 

Mr. ROBERT c. BYRD. Mr. President. 
I yield the fioor. 

Mr. WILLIAMS. Mr. President, I yield 
myself such time as I may need. 

Mr. President, on May 15, 1979, the 
Committee on Banking, Hou.sing, and Ur
ban Affairs reported a clean bill, S. 1149, 
the Housing and Community Develop
ment Amendments of 1979, fallowing 4 
days of hearings by the Subcommittee 
on Housing and Urban Affairs, and 2 days 
of full committee markup. The legisla
tion reauthorizes and revises programs 
essential to the improvement of housing 
conditions for low- and moderate-in
come people, the advancement of home
ownership opportunities for the broad 
spectrum of Americans, and the develop
ment of sound economies and wholesome 
social environments in communities 
both large and small. In accomplishing 

its purpose, the legislation fully re:flects 
a desire of Congress and the public for 
thoughtful, prudent Federal spending 
during an era of enormous infiationary 
pressures. 

Mr. President, allow me to review 
briefly the major features of the bill. 

It would provide new authorizations 
for the section 312 rehabilitation loan 
program, the section 701 comprehensive 
planning program, and the urban de
velopment action grant program. For 
the first time, specifically defined pockets 
of poverty in cities now ineligible for the 
UDAG program would be allowed to com
pete for up to 20 percent of the program's 
funds. 

Assisted housing programs-that is, 
section 8, public housing, and Indian 
housing-would receive funding sufficient 
to reserve an additional 300,000 new, sub
stantially rehabilitated and existing 
housing units. New authorizations have 
also been provided for public housing op
erating subsidies and HUD's troubled 
multifamily projects program. Moreover, 
the legislation targets section 8 assistance 
more to lower income families by reduc
ing the program's eligibility ceiling from 
80 percent of median area income to 70 
percent. 

Under S. 1149, the insurance author
ities of the Federal Housing Adminis
tration have been extended, mortgage 
limits have been increased for single and 
multifamily FHA programs in order to 
reflect the rising development costs of 
housing, and a number of imp-0rtant 
modifications have been made in FHA 
programs to assure their proper avail
ability to those seeking to purchase a 
home. A new graduated payment mort
gage program has been created aimed at 
wage earning, young, or first-time home 
buyers, and the section 235 homeowner
ship assistance program has been re
vised to make it more useful in allevi
ating the problems of displacement that 
can accompany urban revitalization. I 
am particularly pleased that the bill con
tains a 3-year reauthorization of the sec
tion 202 program of housing for elderly 
and handicapped people. The money pro
vided for this program will enable it to 
maintain the current reservation level. 

Finally, the bill creates new exemptions 
for Federal reporting and disclosure re
quirements under the Interstate Land 
Sales Full Disclosure Act. 

Mr. President, as I noted earlier, this 
is a truly lean bill in comparison with 
recent years. A number of programs have 
received sizable reductions from cur
rent activity levels, or have received only 
minimal increases. For example, the sec
tion 312 rehabilitation loan program 
would experience a 47-percent cut from 
its fiscal year 1979 authorization. The 
section 701 comprehensive planning 
program would receive an authorization 
30 percent lower than that for fiscal year 
1979. Assisted housing programs would 
accept a 25-percent reduction from the 
number of additional units that would 
be reserved in fiscal year 1979, accord
ing to HUD projections. This· cutback en
tails budget authoritY $6 billion less 
than we would need for fiscal year 1980 
to assist the number of units HUD esti-
mates it will place under reservation 
this year. Operating subsidies for public 

housing would experience only a 2-per
cent raise from its fiscal year 1979 au
thorization. 

The only real departure from this pat
tern of restraint is the urban develop
ment action grant program, which would 
receive an additional authorization of 
$275 million to accommodate the new 
eligibility of pockets of poverty, and to 
respond more fully to the heavy demands 
placed on the program by currently eli
gible communities. 

Mr. President, I am concerned that 
the reduced funding levels for a variety 
of programs will cause us to fall far 
short of meeting needs we know to exist. 
However, what disturbs me most deeply 
is that there will be an attempt to cut 
back the bill's funding still further in 
the area of assisted housing. This pro
posal can have no beneficial impact on 
inflation or on the 1980 budget deficit. 
It would, though, deny decent, affordable 
housing to 60,000 or more people who 
have no choice but to turn to their Gov
ernment for housing assistance. Ironi
cally, the amendment could actually con
tribute to inflation conditions in the 
rental housing market by encouraging 
more instability in housing production, 
and by undercutting efforts to relieve 
a critical shortage of rental housing. In 
my view, the amendment is extreme and 
unnecessary, and I am hopeful that the 
Senate will recognize it as such. 

Mr. President, the committee bill is a 
reasonable bill. It is a responsible bill. I 
believe that it makes a serious effort to 
address the pressing and urgent housing 
needs of citizens who, without its bene
fits, would not otherwise be able to at
tain a decent place to live at a rent they 
can afford. I urge its approval. 

Mr. President, I yield tJ my good friend, 
the distinguished Senator from Utah, the 
ranking member of this committee. 

Mr. GARN. I thank the distinguished 
chairman. 

Mr. President, today the Senate will 
consider S. 1149, the Housing and Com
munity Development Amendments o'f 
1979. This legislation for the most part 
is a mod.est proposal for fiscal year 1980. 
The Banking Committee is not recom
mending any major, expensive initiatives 
in the housing and community develop
ment programs, rather S. 1149 includes 
numerous refinements to ongoing HUD 
programs. I believe the committee has 
failed to show fiscal restraint, though, in 
setting the 1980 authorization level for 
assisted housing programs and will speak 
about that shortly. 

First, though, let me comment on sev
eral aspects of this legislation of partic
ular interest. 

An important provision of S. 1149 con
cerns the allocation of housing assist
ance. I was pleased that the committee 
adopted my amendment to assure that a 
State will maintain its fair share of hous
ing assistance and to increase local flexi
bility in administering housing assist
ance plans. 

This means that a State or its com
munities cannot lose any of its "fair 
share" of funds through reallocation to 
another State unless the HUD Secretary 
explicitly finds that other areas of the 
State cannot use the funds within the 
fiscal year. 
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The provision also directs the Secre
tary to provide an expedited proced~re 
for review of amendments to housmg 
assistance plans so a community can up
date its housing plan as necessary to re
flect local needs and conditions. FUrther
more, changes to the HUD funded allo
cation mix between different types of 
housing units would be allowed to reflect 
the updated housing assistance plan. 
This expedited review procedure for 
housing funds while assuring that hous
ing assistance plans continue to reflect 
the requirements of the act. 

I am particularly pleased that this bill 
includes an expansion of the existing 
HUD section 245, graduated payments 
program. This means that HUD will be 
able to reduce the downpayment require
ments, increase maximum mortgage 
limits, and provide more alternatives for 
repayment graduations. This is partic
ularly important, because housing costs 
are escalating at such a rate that many 
families, particularly in the $15,000 to 
$24,000 annual income range, are being 
priced out of the homeownership market. 
Here the Federal Government is provid
ing another alternative for potential 
home buyers without any Federal sub
sidy. I personally feel this will be most 
helpful to young, first-time home buyers. 

There are several other impartant 
provisions of S. 1149. First, the 1-year 
extensions of authority for all FHA in
surance programs with the one exception 
of the 3-year authorization for the sec 
tion 202, elderly and handicapped hous
ing programs; second, the increases in 
maximum mortgage limits for both 
single and multifamily mortgage insur
ance programs to bring them more in 
line with today's housing production 
costs; third, changes in cumbersome re
parting requirements of the Interstate 
Land Sales Act; fourth, the adoption of 
the "pockets of poverty program" under 
the urban development action grant 
program; and, fifth, independent fund
ing for the Neighborhood Reinvestment 
Corporation. 
~would like to explain, however, before 

I yield the floor, that I do intend to offer 
an amendment to exempt neighborhood
based nonprofit rehabilitation activities 
from the journeyman-apprentice work 
rule requirements under the Davis
Bacon Act. This is essentially the same 
amendment I sponsored during commit
tee markup which was defeated by one 
vote. 

It is no secret to any of my colleagues 
that I supported an amendment in com
mitt:e to exempt all housing and com
mun~ty development activities from the 
reqmrements of the Davis-Bacon Act. 
Howev~r. the amendment I will offer 
today is a very limited proposal not ad
dressing this general issue. 

I want to explain that this is a very 
!larrowly defined amendment. I will go 
mto greater detail about the amendment 
as we consider it, but let me stress it has 
v~~Y narrow application only to reha
b1l~tation activities undertaken by 
neighborhood-based nonprofit groups 
!hese are ~as~;any what is referred to a~ 
sweet eqwty projects and I urge all of 
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you to be open minded as to the merits 
of the narrow exemption when we get to 
the issue. 

This is where people are working in 
their own homes to help rehabilitate 
them. Davis-Bacon has caused some 
problems in work rules. So not only will 
the amendment apply very narrowly to 
certain specified subsidized housing, but 
goes to deal with neighborhood self-help 
projects. It will not apply to the situa
tion of prevailing wage rates, only to 
work rules. 

This was brought up last year and I 
did not push the amendment and was 
promised hearings. They were held. The 
amendment lost by one vote. 

I want to emphasize that it has nothing 
to do with the overall battle of Davis
Bacon, prevailing wage rates, the mili
tary construction bill, or overall repeal. 

So I would like to put the Senate on 
notice that tomorrow I will be bringing 
up that amendment. 

Before I sit down, I want to comment 
on the very serious subject of spending 
levels as reflected in the Banking Com
mittee's recommendations for the basic 
Federal housing assistance program. S. 
1149 does not reflect a firm commitment 
on the part of the Senate Banking Com
mittee to restrain increases in federal 
spending. I want to restate today what 
was said in the additional views concern
ing spending levels filed with the com
mittee report by Senators TOWER, LUGAR, 
ARMSTRONG, KASSEBAUM, and myself. 

First, the bill increases budget author
ity for section 8 and public housing sub
sidies-the primary Federal housing as
sistance programs-to $32.2 billion, more 
than was included in the first concurrent 
resolution on the budget which just 
passed the Senate. 

The administration recommended that 
Congress approve $27 billion in budget 
authority for these programs. In defend
ing this recommendation, Housing and 
Urban Development Secretary Patricia 
Harris told the Banking Committee: 

It is exemplary for the government to show 
restraint in its spending . . . I believe it 1s 
acceptable, conscionable, justifiable and de
fensible for the President to present a budget 
that proposes 300,000 units of housing ... 
in Section 8. It protects the future pipeline, 
and it demonstrates a willingness to have a 
restrained budget even in the area of as
sisted housing. 

The administration has sound reasons 
for concluding that $27 billion in budget 
authority for this program is adequate. 
First, since 1940, Congress has approved 
$209,766,592,000 in so far unspent budget 
authority for assisted housing programs. 
In other words, the Government is al
ready obligated to spend nearly $210 bil
lion on housing assistance, not including 
the $30.4 billion in additional spending 
authority contained in this legislation. 

Second, Congress has not been lax in 
providing housing for the needy. In the 
past 4 years, Congress has appropriated 
some $9.7 billion for federally assisted 
housing projects, and has authorized 
$102 billion to be spent on this program. 
The appropriated funds since 1940 have 
been used to provide housing for 3.1 mil
lion American families. 

Third, if Congress in the future con-

tinues to approve the level of funding 
contained within this legislation, outlays 
for sect~on 8 and other hous.lllg subsidy 
programs will double in 4 years. 

For these and other reasons, Congress 
should act now to restrain unwarranted 
funding increases in the section 8 pro
gram. 

1'1.nally, let me comment that some 
proponents of large housing authoriza
tions argue that any cutbacks would 
'·balance the budget on the backs of the 
poor." This is just not true. 

The way these housing programs OP
erate any new authorization represents 
an increase of housing assistance for the 
poor. Even if this bill contained no 
budget authority for these programs, 
which I am not recommending, the 3.1 
million families now assisted would con
tinue to get subsidies and in increasing 
amounts which allow for inflation. All of 
the authorization for these programs 
represents long-term subsidy commit
ments to house more of the poor. Thus 
even if the committee had adopted the 
$25.8 billion amount provided in the first 
resolution on the budget, this bill would 
still help hundreds of thousands addi
tional low-income families. 

Mr. MATHIAS addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. GARN. I yield to the distinguished 

Senator from Maryland. 
The PRESIDING OFFICER. The Sen

ator from Maryland. 
Mr. MATHIAS. Mr. President, since 

World War II the United States has 
shifted from a predominantly renter so
ciety to an ownership one. In 1940, 43.6 
percent of all American households 
owned their own houses. By 1975, the 
percentage of American households own
ing their homes had jumped to 64.6 per
cent. 

This substantial realization of the 
American dream for a large percentage 
of our Nation was a credit to us as a Na
tion. We had accomplished something 
which few other world nations had 
done-a sharing in the good life through 
homeownership for vast numbers of 
people. 

The rental side of the housing market 
during the same 30-year period plum
meted. In 1940, 56 percent of all hous
ing was renter occupied. By 1975, that 
figure stood at 35.4 percent. Yet it was 
during this same time period that Amer
icans became a highly mobile people, 
moving from place to place, frequently 
in pursuit of job opportunities. 

So the ownership of a home and the 
American dream becamP, separable con
cepts over time. Owning a home became 
a hedge against inflation, while at the 
same time contributing at least one ele
ment toward that inflation. 

As he became savvy about the real 
estate market and concerned for his fi
nancial security, the middle and upper 
income American began investing in 
residential real estate. 

As columnist Neal Peirce has noted of 
this phenomenon: 

The problem with this gravy train is that 
a lot of Americans-the poor, many senior 
citizens, and young people-aren't and can't 
get aboard. 
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It is these very people who depend on 
rental housing-not as an investment 
hedge against inflation-but as their 
basic shelter. 

There are some significant features of 
our renter population. Female-headed 
households predominate among renters. 
One in six of all rental housing is black 
occupied, a significantly . large ratio 
based on their 10 percent showing of all 
American households. 

Yet when we look at the rental hous
ing market, there is a severe decline in 
the volume of rentals coming on the 
market. The national rental market is 
now the tightest it has ever been since 
World War II. 

The pulse takers of the housing scene 
report a continuing drop in the number 
of so-called unsubsidized rental units 
started for construction. Advance Mort
gage Corp., one such pulse taker, noted 
in its March quarterly report: 

Last year's (1978) starts of conventional 
(unsubsidized) rental units were the second 
lowest in 20 years ( 1975 was lower). 

This year they should be a quarter to a 
third lower still. We estimate there were 
220,000 to 250,000 starts of conventional 
rentals in 1978. This year we expect 150,000 
to 200,000. 

Rental housing, in the words of former 
HUD Secretary Robert Weaver, has be
come an endangered species. And its de
cline has exerted untold hardship on 
those least able to deal with escalating 
rents and limited availability. These are 
the Americans with limited assets who 
lack the reliability of an income to sus
tain them in housing. 

There are persuasive reasons for the 
decline in developer interest in rental 

1969 
1970 
1971 
1972 
1973 
1974 
1975 

1 Of 10-year total. 

Total 
production 
(starts plus 

rehab. begun) 
(Units) 

166,950 
276,790 
397,400 
338, 190 
234, 170 

90,520 
46,540 

Yet, during the same time period, a 
healthy level of single-family nonassist
ed housing production has been main
tained. 

The production of that housing was 
greased by a number of indirect sub
sidies created by the Government. The 
Federal Housing Administration and the 
Veterans' Administration have enabled 
many Americans over the years to be
come homeowners by insuring conven
tional mortgages and providing low 
down payments. 

Once in his new home, the happy 
homeowner found the Federal tax code 
to be a boon to him. He found that he 
could deduct from his Federal income 
taxes his mortgage interest payments 
and his property tax payments. When he 
went to sell his home the capital gain 
he realized upon sale could be deferred 
from his Federal income tax for up to 18 

housing. Rental housing construction is 
now perceived as a high risk due to its 
limited return on investment, the over
riding threat of rent control, and uncon
tr.:>llable costs of utilities, operations, and 
maintenance. 

Those now owning rental buildings 
are converting them to condominiums 
and cooperatives at an unprecedented 
rate. In 1978, 100,000 units were con
verted. An estimated 130,000 more will 
be converted by the end of this year. And 
they will be selling at infiationary prices 
well beyond the reach of low- and mod
erate-income people, many of whom 
were farmer tenants of the buildings. 

So the smart money is finding other 
safer, more lucrative investments. 

But where does that leave the mother 
with several small children? Or the sen
ior citizen on a fixed income? Or the 
young couple beginning their working 
careers but lacking the downpayment 
and monthly income necessary to pur
chase? It leaves them out in the cold. 

While vacancy levels of rental hous
ing drop, further squeezing their housing 
options, the demand for rental housing 
continues unabated. Housing experts es
timate that female-headed households 
under age 65 with two or more persons 
will need 416,000 additional units of 
rental housing in 1980; over 1,300,000 
units during the decade of the 1980's; 
and by the 1990's they will have become 
the single largest renter household cate
gory. 

All this leads me to believe there is a 
responsibility to address this need which 
must be met by the Government. The 
HUD budget request for fiscal year 1980, 
which begins October 1 of this year, pro-

HUD subsidized production 1969-79 

Multl
fa.mlly 
rental 

Percent of 
total 

production 

poses a modest, yet attainable, production 
level of "up to 30G,OOO" units of rental 
housing. 

This is the lowest production level of 
rental housing which HUD has requested 
in the past 10 years, with the exception of 
1974, when the Nixon administration im
posed a "freeze" on housing. 

There are some who argue that as 
upwardly mobile renters move up and 
out, the rental housing they left behind 
becomes available to lower income peo
ple. This "filter down" theory of housing 
may have worked in the past, but in 
today's infiated housing market, the 
rents escalate out of reach of the poor; 
the buildings convert to condominiums; 
or the buildings have aged and been 
depreciated to the point where they are 
razed or converted for another use. The 
rental housing stock, thus, experiences a 
net decline, by attrition and a decline 
in production while the need for such 
housing increases through new family 
formations. 

In 1968, the Nation set for itself a 10-
year goal of meeting the housing needs 
of low- and moderate-income families. 
That goal consisted of an assisted hous
ing production level of 600,000 units per 
year for the decade 1968-78, with a large 
segment of these to be rental. 

Sadly, we have fallen significantly 
short of that goal of 6 million units in 
10 years. Since 1969, 2.2 million units of 
HUD-assisted lower income housing 
have been built; 1.7 million of that fig
ure were rental units. 

The figures showing HUD assisted 
housing production speak for them
selves: 

Total 
production 
(starts plus 

rehab. begun) 
(Units) 

Multi
family 
rental 

Percent of 
total 

jprcduction 

151,900 
196,470 
247,220 
213,250 
166,250 

90.9 
,70. 9 
62.2 
63.0 
71. 8 
83.3 
89.0 

1976 ------------------- 51, 13'J 
26, 110 

130,030 
181,440 

298,950 

43,170 
21,820 

125,420 
161,000 
269,200 

84.4 
83. 5 
96.4 
88.7 
90.0 

TQ ----------- ---------

1977 -------------------
1978 -------------------
1979 -------------------75, 410 

41,460 Total ------------ 2, 238,220 1,714,570 1 76. 6 

Source: HUD Annual Housing Survey. 

months. And if he was over 55 and sold 
his home, up to $100,000 of that capital 
gain was totally exempt from Federal 
income taxation. 

All of these indirect subsidies to mid
dle-income Americans add up to a siza
ble figure. In 1979, for example, the for
gone Federal revenue for mortgage in
terest deductions totaled $5.1 billion; 
the property tax deductions totaled $5.5 
billion; the deferral of capital gains and 
the exemption for those over age 55 ap
proached $2 billion for a grand total of 
$12.6 billion. When the Government 
comes to the aid of lower income Ameri
cans, the rubric need not change to that 
of welfare subsidies. 

The Senate Banking Committee in re
viewing the HUD proposed level of as
sisted housing production for fiscal 1980 
wanted to assure that HUD's "up to 
300,000 units" became a solid 300,000 fig-

ure. So they used a more realistic esti
mate of the inflation rate than HUD has 
used and specifically spelled out that 
300,000 low- and moderate-income hous
ing units would in fact be produced by 
HUD. They assured that this would hap
pen by authorizing $1.2 billion for fiscal 
year 1980. 

The Senate Banking Committee's 
Housing and Community Development 
Act of 1979 is now being debated. Mem
bers of the Senate should find little 
difficulty in supporting this authoriza
tion bill in light of promises already 
made to the Nation's poor which remain 
to be fulfilled. 

The young mother with children, the 
elderly, and the young working couple-
all on limited incomes-are entitled to 
share with other Americans in the Fed
eral housing largesse. 

Taken in the context of the other 
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housing incentives provided middle and 
upper income Americans, this authori
zation level of $1.2 billion is a small, but 
absolutely essential responsibility which 
we, as a nation, must fulfill. Moreover, 
it is a wise investment. 

The have-nots at the bottom of the 
income ladder in the United States have 
little other housing choice but to look 
to their Government for a helping hand. 

Mr. GARN. I yield to the distin
guished Senator from Colorado. 

Mr. ARMSTRONG. I appreciate the 
yielding of the Senator from Utah. I 
also appreciate the f orebearance of the 
floor managers in permitting me to offer 
this tonight and accommodating my 
schedule in that way. In return, it is 
my intention to be brief in my explana
tion of it. 

UP AMENDMENT NO. 327 

(Purpose: To assure the low-income charac
ter of public housing) 

Mr. ARMSTRONG. Mr. President, at 
this time I send an amendment to the 
desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

The Senator from Colorado (Mr. ARM
ST~ONG) proposes an unprinted amendment 
numbered 327. 

Mr. ARMSTRONG. Mr. President, 
I ask unanimous consent that further 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 7, strike out lines 10 through 17 

and insert in lieu thereof the following: 
(b) (1) Section 8(a) and section B(b) (2) 

of such Act are amended by &triking out 
"lower-income" and inserting in lieu thereof 
"very low-income". 

(2) Section B(c) (4) of such Act is amended 
by striking out "lower income" and inserting 
in lieu thereof "very low-income". 

(3) Section B(c) (7) of such Act is repealed. 
(4) Section 8(f) of such Act is amended 

by striking out paragraph ( 1) . 
(5) Section B(f) (2) is amended by insert

i'ng "or $12,000, whichever is less," between 
"area," and "as". 

(6) The amendments made by this subsec
tion do not affect the elegib111ty to receive 
assistance under section 8 of such Act on 
the part o! any family or person occupying 
housing which is subject to an annual con
tributions contract on the effective date of 
this section. -

Mr. ARMSTRONG. Mr. President, the 
purpose of this amendment is simply to 
limit the rental subsidies under the sec
tion 8 housing program to the neediest 
portion of the public. 

Under current law, low-income families 
could be ignored while middle-income 
wage earners receive rent subsidies. 

I am sure a majority of the Members 
of the Senate would agree this would be 
most unwise. Yet it could happen, and 
to a limited extent is already happening, 
unless the law is amended in the way I 
have suggested. 

Under current eligibillty standards, 
more than 30 million families qualify for 
rent subsidies according to the CBO. Ob
viously, it is not the intention of the 
committee, nor, I am sure, of the Senate, 
to fund a program on this scale. As a 

matter of fact, the pending authorization, 
which is above the administration's rec
ommendation, funds only a very small 
percentage of the estimated total. 

So in order to restrict the program 
to a r~alistic total and at the same time 
to assure the limited funds available will 
be used for those most in need, it is the 
purpose of my amendment to limit it to 
families of income of no more than 50 
percent of the median, or $12,000 per 
year, whichever is less, in any geographic 
area. 

I would stress that the amendment 
grandfathers in those persons who are 
already receiving subsidy under this 
program. 

I think the justice of this and the 
merit of the amendment is very simple. 
First, from the standpoint of the equity 
of the needy, we are saying it is wrong 
to tax the poor in order to pay a subsidy 
to those who are better off. 

So this simply says it is the lower half 
of the income families that will receive 
payments under the section 8 program. 

On the general taxpayer grounds that 
somehow we ought to focus this and 
bring a degree of efficiency to the pro
gram, I think it is also appealing. 

Mr. President, I am hopeful the 
amendment will be approved and then 
we can move on to the balance of the 
bill. With that, I yield, if I may reserve 
the remainder of my time. 

Mr. WILLIAMS. Mr. President, this 
amendment was offered during markup 
in committee. I felt obliged to oppose it 
then. I have not changed my mind and 
mu5t oppose it now. 

First, I know the distinguished Sen
ator from Colorado has circularized 
Members with a "Dear Colleague" let
ter, and as I read it, I believe there could 
be a misunderstanding about the people 
who are really receiving assistance un
der this housing program. 

I would like to read just a part of the 
Senator's letter that weLt out as a "Dear 
Colleague" letter: 

As things now stand, low-income !amillea 
could be ignored while middle and upper
income wage earners receive rent subsidies. 

Well, that certainly is not the case. 
The program has operated for an eligi
bility group who are at or below 80 per
cent of median area income. 

The bill before us reduces that to 70 
percent and the experience has been that 
prevailing numbers of people receiving 
assistance under this effort are at 50 
percent or below median income. 

I do not disagree with the goal of hous
ing assistance programs that primarily 
serve low-income persons. Adequate and 
successful low-income housing programs 
have been among my highest priorities 
as a Member of the Senate. And now, as 
chairman of the subcommittee with 
responsibility for Federal housing pro
grams, I take my charge to work for de
cent housing for all Americans with 
utmost seriousness. 

My opposition to the Senator's amend
ment is not based on a desire to support 
a. program targeted to "middle and up
per income families," which the Senator 
charged is the current structure of the 
section 8 program in his "Dear Col-
league" letter. In fact, I take strong ex-

ception to this characterization of the 
section 8 program. The program does al
low participation by families with in
cGmes of up to 80 percent of the median 
area income. However, 93 percent of as
sisted tenants are already below 50 per
cent of median area income. The overall 
national average for section 8 housing is 
28 percent of median area income. 

We should also put into prospective the 
Senator's claim that 30 million families 
are eligible for the program. In absolute 
numbers this may be true. However, there 
is a great difference between income 
eligibility and need. Many of these indi
viduals, despite their low income, have 
been able to find decent shelter, and do 
not pay excessive rents. For all practical 
purposes, these people have no need to 
seek assistance. 

So it is clear that the program does 
serve primarily low-income people; it is a 
low-income housing program. The limits 
of the program are broad, useful and 
purposeful. The limitation of 70 percent 
of median income adopted in committee 
serves to focus the program on the 
target population, without eliminating 
the flexibility of the program to assure 
its own fl.seal integrity. 

The ability to have a spread of incomes 
in this program helps produce a larger 
tenant contribution to total costs. there
by reducing the Federal subsidy, and 
contributing to the long-range stab111ty 
of the program. 

In fact, in response to CBO criticism 
tha.t the program's long-term budget 
authority may not be sufficient to cover 
the full cost of subsidy contracts, HUD 
has moved to assure a more balanced 
income mix in its projects by proposing 
regulations to direct project managers 
to work toward an income mix averaging 
40 percent of median area income. This 
is a responsible, prudent step by HUD 
th!i t can help keep this program strong, 
and effective as a source of low-income 
shelter. 

I believe that a failure to make this 
move could have left HUD open to the 
charge of jeopardizing the fiscal future 
of the program. 

Yet, Mr. President, a Senator who 
might be very quick to point out any 
financial problems with a program of 
this nature, comes in with an amendment 
that could harm the program's ability to 
protect its own strength. To deny HUD 
the power to mandate a reasonable 
income mix that both focuses on low-in
come tenants, and maintains the pro
gram's integrity seems to me inconsistent 
with the Senator's stated goal of both 
controlling the ultimate program costs 
and assuring that available funds are 
used for the truly needy. 

Another point to note about the Sen
ator's amendment is the $12,000 annual 
income limitation, which would apply 
even if that figure constituted less than 
50 percent of an area's median income. 

This provision is particularly discrim
inatory to lower income people who live 
in high-cost, high-income communities. 

The concept of low income is to an ex
tent a relative concept-especially with 
regard to housing. Housing is simply 
more expensive in more expensive com
munities. 

In Anchorage, Alaska, where the 



18216 CONGRESSIONAL RECORD- SENATE July 12, 1979 
median income is today $25,000, this 
amendment would soon begin to make 
people at 50 percent of area median in
eligible for section 8. As inflation con
tinues, this problem would quickly spread 
to other high-cost cities, such as Wash
ington, D.C., and Honolulu. 

There is just so much money that is 
available under this program. If they 
are low-income people, very low, at the 
very bottom, that means it is more ex
pensive in terms of authorizations and 
appropriations. 

The way it has been working out, with 
the flexibility that is there, while most 
are below 50 percent, in certain situa
tions there are those who are above 50 
percent; under present law up, t~ 80. 
Under new law, it will be up to 70. But 
they can make it possible for the project 
to succeed. 

Also, let me point out that the aver
age annual tenant incomes under sec
tion 8, newly constructed, and rehabil
itated units, in 1977, was $4,476; for ex
isting units, $3,938; for public housing, 
$4,656. 

I use these figures to show that this 
program does reach not the middle-in
come people of this country but the low
income people. It is already serving the 
poor and the needy. 

While we have this 70 percent figures, 
it is to give flexibility, so that in cer
tain situations the housing will not 
flounder. To have a few who are over 50 
percent up to 70 percent, I think, also 
serves a very useful social arrangement 
of people, so that we will not be ghetto
izing and persisting in seeing that the 
desperately very paor are the only peo
ple who ever see each other. 

Mr. PROXMIRE. Mr. President, will 
the Senator from Colorado yield? 

The PRESIDING OFFICER <Ur. 
CHURCH) . The Senator from Colorado 
has the floor. 

Mr. ARMSTRONG. If I may, I would 
like to yield to the distinguished Sena·
tor from Wisconsin and then the Sena
tor from Utah. 

Mr. PROXMmE. Mr. President, I 
strongly support this amendment. It is 
a goOd amendment. It was considered 
carefully by the Committee on Bank
ing, Housing, and Urban Affairs and 
failed by a single vote. It makes sense 
because it concentrates our help with 
the people who need it the most. 

There are 18 million people, as I un
derstand it, who would be eligible with 
a 50-percent cutoff on median income. 
Those people would be helped under the 
Armstrong amendment. 

Most of those people do not get assisted 
housing now, the overwhelming majority. 
Eighty-five percent or ninety percent are 
not assisted. They are left out. Mean
while, we assist people who have more 
funds, who are more amuent, more able, 
and that simply does not make sense. 

There is no way that this country, in 
the next few years, is going to be able to 
provide all the housing we would like 
to provide. I wish we could; all of us 
wish we could. But the resources of this 
country are not enough. The cost would 
be in the tens of billions, perhaps the 
hundreds of billions, to try to do that. 
We have to make a cutoff. 

The position of the Senator from Colo-

rado is that we should help those who 
need the help most. As long as the over
whelming majority of the very poor do 
not get help, does it make sense for us 
to provide assistance for those who really 
do not need as much? 

The committee bill would provide, as I 
understand it-as the Senator from New 
Jersey stated earlier this evening-eligi
bility for those with 70 percent of median 
income, which would mean that families 
with incomes of $10,000 or $11,000 a year 
would be eligible. But the Senator from 
Colorado would reduce that to families 
with incomes of $7 ,500 or less. They are 
the people who need the help. 

I know it would be nice if we could 
have a diversiiication of income in these 
projects. It helps in some ways. But the 
important thing is to put the money 
where it is most needed. we have limited 
resources, and the Senator from Colo
rado is right to provide those resources 
where they should be targeted. 

Mr. ARMSTRONG. I appreciate the 
Senator's statement, and I am compli
mented by his suppart. 

Mr. President, I now yield to the dis
tinguished Senator from Utah <Mr. 
GARN). 

Mr. GARN. I thank the distinguished 
Senator. 

Mr. President, I support the amend
ment. I supported it when the Senator 
from Colorado offered it during the Sen
ate Banking Committee markup of the 
housing and community development 
bill. In fact, it was supparted by the dis
tinguished chairman of the committee, 
who has just spoken, as well by all six 
members CY! the minority. 

The amendment has broad-based sup
port. !t deserves the support of the Sen
ate. The amendment targets Federal 
housing subsidies to those Americans who 
truly need help. According to the Depart
ment of Housing and Urban Develop
ment, some 6 million American famiUes 
live in "substandard housLng." Yet, some 
30 million American families qualify for 
Federal housing assistance under the 
section 8 program. 

Doing a better job of targeting assist
ance to those who need is simply com
monsense. And I am convinced that is 
what the majority of American taxpay
ers want. As the Senator from Colorado 
noted, each unit of section 8 rental as
sistance costs, during the life of the hous
ing co.ntract, between $46,000 and $151,-
000. 

In view of this steep fiscal commitment 
we make on behalf of taxpayers, it is 
commonsense to make sure that a family 
with moderate income is not provided 
housing while many lower income fam
ilies are not assisted. 

The amendment is reasonable. In fact, 
it simply puts into law what is now com
mon practice at the Department of Hous
ing and Urban Development. 

Mr. President, I would like to bring 
up another point. I am a little surprised 
at the oppositio.n of the distinguished 
chairman of the subcommittee, because 
I have before me a newsletter of the Na
U.onal Low Income Housing Coalition, 
dated July 11, yc.3terday. Former Sena
tor Edward Brooke is now chairperson of 
that organization. The president is Cush
ing N. Dolbeare, a distinguished fighter 

for low-income housing, who has ap
peared before our committee for years. 
They support this amendment. I quote 
!from the newsletter: 

On the other hand, given the far more 
urgent needs of very low income people, and 
the diminishing number of units provided 
each year, we believe that the relatively small 
number of units becoming available should 
be limited to the lowest fourth of the popu
lation. 

Thus, the proposal is a timely one, and 
should be enacted. 

I repeat: The National Low Income 
Housing Coalition is in favor of this 
amendment. They represent a good num
ber of people of low income around this 
country. Former Senator Brooke pre
ceded me as nnking minority member 
of the Banking Committee. No one would 
ever question his desire to have low-in
come housing. During the 5 years I served 
with him, he fought for low-income 
housing. Mrs. Dolbeare certainly has been 
in the same position. I think our col
leagues should be aware that they sup
port the amendment of the distinguished 
Senator from Colorado. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. WILLIAMS. Mr. President, I 
yield to the Senator from Alabama. 

Mr. STEW ART. Mr. President, I 
would like to raise two points, just to 
substantiate the argument raised by the 
Senator from New Jersey a moment ago 
in opposition to this amendment. 

It sounds good to talk about targeting 
funds for the lower income people, but 
with the number of units that we have 
authorized under the housing legislation, 
some 250,000, if you decrease or lower the 
targeting rate and get lower income peo
ple in that housing, what you do is in
crease the cost of the housing. 

The Senator indicated 9. moment ago 
that he did not have the figures, but we 
will be expected to make annual out
lays of $15 million to $25 million. Soun
less you get those moneys, you will have 
less housing for the poor as a result of 
this amendment because the subsidy is 
going to be greater. 

I h-a.ve another concern, as a repre
sentative of a Southern State. We have a 
substantial number of poor in our State 
and our part of the country, as well as 
in the Southwest, and I think the Sen
ators from the Southwest should think 
-a.bout this. If we lower the targeted area, 
I am afraid that there will be less peo
ple who fit into the category. The people 
in the South or the Southwest, where 
there are a disproportionately large 
number of low-income people, will be ad
versely affected by the amendment of
fered by the distinguished Senator from 
Colorado. 

When you lower the targeted figure 
and take into consideration the fact that 
our median income is lower than that in 
other sections of the country, you are 
excluding, in effect, a large number of 
people. 

If this amendment is adopted, I think 
it will penalize our section of the country 
with regard to this type of housing and 
will have an effect opposite that which 
the people in our part of the country 
want in connection with this project. 

Another thing that should be taken 
into consideration is that this goes 
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against the grain of the policies that are 
attempted to be followed by HUD in other 
housing programs and in section 8 hous
ing. In most low-income projects under 
the section 8 program, they attempt to 
have an income mix. This goes against 
that and certainly causes these projects, 
which are in some difficulty today-and 
that information was brought before the 
committee-to be placed in even more 
difficulty. 

If we are talking about the program 
itself, I do not see how that has any 
good effect so far as the low-income 
people are concerned. 

For those reasons, I offered the 
amendment to modify the amendment 
of the Senator from Colorado, raised it 
from a 50-percent target to a 70-percent 
target in the committee. That gives us, as 
has been pointed out, some 18 million 
people rather than 30 million and is a re
duction. It is a more reasonable reduc
tion, I think, for the reasons I have 
offered previously. 

I urge my colleagues to take into con
sideration these arguments and to vote 
against the amendment of the Senator 
from Colorado. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LEVIN. Mr. President, will the 
Senator yield me 2 minutes? 

Mr. GARN. Mr. Armstrong controls 
the time. 

Mr. ARMSTRONG. I am pleased to 
yield to the Senator from Michigan. 

The PRESIDING OFFICER. The Sen
ator from Michigan is recognized for 2 
minutes. 

Mr. LEVIN. I thank the Senator from 
Colorado and the Senator from Idaho 
for taking the chair momentarily so I 
may ask this question if I might of the 
sponsor of the amendment. 

Would this amendment, if it is 
adopted, apply to any person presently 
in existing low-income housing? Is it 
retroactive in any way? 

Mr. ARMSTRONG. No. The amend
ment clearly grandfathers in specifically 
those who are in the subsidy program. 

Mr. LEVIN. What would be the effec
tive date of the amendment? 

Mr. ARMSTRONG. If the Senator will 
withhold a moment, let me check that 
detail. 

Mr. LEVIN. All right. 
Mr. ARMSTRONG. Mr. President, the 

amendments, under this section, are 
spelled out in section (6) of the amend
ment itself and let me quote it. It is 
spelled out clearly: 

(6) The amendments made by this subsec
tion do not affect the el1gib111ty to receive 
assistance under section 8 of such Act on 
the part of any family or person occupying 
housing which is subject to an annual con
tributions contract on the effective date Of 
this section. 

So we are talking clearly about peo
ple only in the future. Anyone who is 
presently under the program is fully 
protected as to his rights and would 
not be preempted. 

Mr. LEVIN. I thank the Senator. 
Mr. WILLIAMS. Mr. President, I sim

ply wish to say that I heard the sup
port for this amendment from Mem
bers here who have a record that can 

be applauded for prudence in budgeting 
the public's money. 

I hope that it is recognized that the 
more people who come under the sec
tion 8 program who are of the very low
est income now, the higher our subsidy 
authorization will be. 

So I hope if this should be the law, 
and there are shortfalls out there, when 
the time comes to make it up through 
authorizations and appropriations, we 
can look to the distinguished chairman 
of our committee and to the distin
guished ranking minority member to be 
there when the figures need to go up on 
the authorizations. 

It is true, philosophically, that I wish 
to see all of those of the lowest income 
housed, but we work with the numbers 
that are arrived at through a very elab
orate process of budgeting around here. 

With that in mind, what we have here 
with 70 percent of the median income 
that is in the bill, is an opportunity for 
a few people of somewhat higher in
come to get into this housing. They 
will be paying a higher rent, and that 
will take some relief from any obliga
tion on the part of Congress to supply 
subsidies. 

Mr. GARN. Mr. President, will the 
Senator yield for a response to his state
ment? 

Mr. WILLIAMS. I yield. 
Mr. GARN. That is the nicest way I 

have ever been called a conservative. I 
appreciate what the Senator said. 

But my whole philosophy in all of 
these subsidized programs, welfare and 
unemployment is that what we do not do 
as nearly as good a job as we should for 
the truly needy, for the elderly, for the 
physically and mentally handicapped, 
and those who cannot take care of them
selves. 

We spread most programs so wide 
and so far to so many people who are not 
in need of help that we deprive the truly 
needy and the truly poor. 

I just wanted to say yes, th'it I wish to 
help these truly needy much more and 
if as a result of this it requires more dol
lars to do that so be it. 

I do not think it will, if we applied 
that philosophy across the board and 
kicked off a lot of people who really 
could take care Of themselves, if they 
wanted to, and helped these truly needy 
categories. 

Mr. ARMSTRONG. Mr. President, I 
am nearly ready to yield back my time. 
But in view of what has been said, I 
think I should clarify a couple issues 
and I think at this time, also, I should 
ask for the yeas and nays on this amend
ment. 

The PRESIDING OFFICER <Mr. 
LEVIN). Is there a sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mr. ARMSTRONG. Mr. President, 

simply to trace the legislative history of 
this, the present act does provide that 
people who earn up to 80 percent of the 
median income are eligible relative to 
this program. In committee, as our 
friend Mr. STEWART pointed out, that was 
reduced to 70 percent. However, even 
under that reduction some 25 million 

Americans would qualify for rent sub
sidies. 

All my amendment does is say let us 
limit this to people who are below 50 
percent of the median income or 
$1i,OJO, whichever is less. 

Now, this in itself is an extraordinar
ily generous program. Under my amend
ment, if it is enacted, at least 15 million 
American families would still be eligible 
for housing assistance which I take to 
be a vastly larger number than we pres
ently intend to fund. There are 15 mil
lion eligible under my amendment. Yet 
we are talking here about 300,000 units. 

So the question is if we are only 
going to fund 300,000 of either 15 mil
lion, under my amendment, or 25 million 
under the bill as it now reads, or 30 mil
lion under the present law, the question 
is who should these favored 300,000 be? 

It seems to me that as a matter of 
commonsense and best expenditure of 
funds as well as justice to the truly 
needy we should target a very limited 
program to those who are most in need. 

My amendment, by the way, imple
ments the present practice of the De
partment of HUD. Ninety-three percent 
of families now receiving section 8 rent
al subsidies earn less than $9,000, and I 
am advised that at the present time 
there are less than 700 families receiv
ing subsidy under this program who earn 
more than $11,000 per year. 

If that is true, you may wonder why 
do we need an amendment such as I am 
today proPosing because it really imple
ments the present practice? The reason 
is simple, that is, at this moment the 
section 8 program is under review and 
HUD is considering regulations which 
would increase the units made available 
with incomes between 50 and 80 percent; 
in other words, HUD itself has adminis
tratively been doing what is contem
plated by my amendment and is now 
planning to move into the middle- and 
upper-income subsidy bracket. 

In view of the fact we have funds for 
relatively speaking a handful of recipi
ents in very great . need, in view of the 
fact this is a year of budget stringency, it 
is scarcely wise to take the step at this 
time. 

When we fulfill the need for 15 mil
lion, 5 million, or 10 million, we can 
always come back to make the program 
more generous. 

It seems to me at this moment this is 
a modest step toward focusing the use of 
scarce resources. 

Mr. STEW ART. Mr. President, will the 
Senator yield for a question? 

Mr. ARMSTRONG. I am happy to 
yield. 

Mr. STEWART. Mr. President, I wish 
to clarify one thing. The Senator is talk
ing about the figure of $12,000 in the bill 
as median income, or the area of median 
income, which is less. 

Mr. ARMSTRONG. Whichever is less. 
Mr. STEWART. In conjunction with 

that, let me point out what I did not do 
clearly enough for those people repre
senting areas which have, perhaps, a dis
proportionate share of the poor. 

What you are doing with this particu
lar situation if you target less of that 
group to fit into the median income, if 
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that is less than $12,000 in your areas, 
you are cutting out people who should be 
eligible for this program. I am not talk
ing about the near-poor, I am talking 
about the working poor, the people who 
pay taxes in some of the poor areas of 
our country, and I think those who rep
resent those areas need to take a look 
at this particular amendment from that 
standpoint. 

I do not argue with the fact that we 
ought to target the moneys we spend in 
housing for those who need it. But we 
are talking about the median income and 
we are talking about a median income in 
some parts of the country that is far 
less than $12,000 a year, and when we 
are talking about by targeting 50 percent 
of that, we are cutting out some people in 
some areas of the country, particularly 
in my part of the country, who are in 
desperate need of the program. I think 
those who represent those areas should 
take a look at that amendment from 
that standpoint, and I suggest they do. 

Mr. ARMSTRONG. Unless others are 
prepared to speak, I am prepared to bring 
this to a vote. Before I do that, let me 
point out that $12,000 is nearly twice the 
Government standard for a nonfarm 
family of four; $12,000 approximates the 
national median income--it is a bit less, 
and nobody argues that $12,000 is a lav
ish amount to live on. But the question 
is whether or not we should subsidize the 
housing of people in the $12,000, $15,000, 
$18,000 bracket while we are unable to 
subsidize people in the $5,000, $6,000, and 
$8,000 bracket. So it is not a question of 
absolute need, but relative need. 

Mr. NUNN. Mr. President, could I ask 
the Senator from Alabama a question? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. NUNN. I might ask for the Sena
tor from Colorado's attention also be
cause I am looking for information here. 

The Senator from Alabama makes a 
point that some who represent some 
areas of the South, where there is dis
proportionate share of the poor people in 
the country, should be alerted to the dan
gers of the amendment. 

I ask the Senator from Alabama is he 
saying if the median income in the South 
is $14,000 a year under the Armstrong 
amendment 50 percent of that would be 
$7,000 and $7,000 is less than $12,000, 
and, there! ore, the people in a family of 
four that makes $8,000 would not be eli
gible under the Armstrong amendment? 
Is that what the Senator is saying? 

Mr. STEWART. With all due respect, 
I prefer to go the other way. I would say 
if you have a median income of $7,000, 
which is less than $12,000, and you take 
50 percent of that, under this program 
then you have some people who might, 
perhaps, be or should be eligible for the 
program or above that. He uses the 
$12,000 :figure in explaining his amend
ment. But what we are talking about is 
a $12,000 figure or a median income that 
is less than that. 

Mr. NUNN. I thought 50 percent was 
applied before you decided which is the 
lesser :figure, not after you decided it. 
Which is it? 

Mr. ARMSTRONG. Mr. President, I 
think we are getting wrapped around 

something extraneous. There are two lim
itations. One is 50 percent of the median 
income within the geographic area. In 
other words, median incomes in Georgia 
are not compared to median incomes in 
Colorado or New York or someplace else. 
That is the present law. In other words, 
median income per capita is within the 
standard area set up by the Department 
of Labor. The $12,000 limit is a separate 
limit, but it would not have the effect the 
Senator states. 

Mr. NUNN. I understand that. Let me 
just give the Senator a hypothetical ex
ample. If the median income was $14,000 
in the State of Georgia, what then would 
be the eligibility criteria if this amend
ment passes? Would it be $7,000? 

Mr. ARMSTRONG. I will say to the 
Senator at the present time the median 
income computations are made, as I 
understand it, on the basis of the stand
ard metropolitan statistical area rather 
than State-by-State. But if you would 
state the Atlanta SMSA, I would say at 
the present time the limitation is based 
on whatever your median income is in 
Atlanta based on 80 percent of whatever 
that is. My amendment says that would 
be 50 percent. 

Mr. NUNN. I am giving you a hypo
thetical. Assuming median income in At
lanta is, the SMSA is, $14,000, what then 
would be the eligibility limit of a family 
living in this area? Would it be 50 percent 
of that or $7,000? 

Mr. ARMSTRONG. If I understand 
the Senator's question correctly, that is 
correct, $7,000 in the circumstances he 
described. The justice. of that is, in my 
opinion, that otherwise we would have 
families in the $10,000, $11,000, $12,000, 
$15,000 bracket getting subsidies which 
would not be available to the lower
income families. That is precisely the 
purpose of my amendment, which is to 
direct the subsidy to the poorest, needi
est segment. 

Mr. NUNN. What I am puzzled about, 
though, if I could continue to have some 
time, is let us assume the median income 
hypothetically in Colorado is $14,000, 
and let us assume the median income in 
the State of Georgia is $10,000. 

It seems to me under your amendment 
in Colorado a family earning $14,000 
would be eligible, a family earning $7,000 
would be eligible, because that would be 
half of $14,000 in Colorado, whereas in 
Georgia a family earning $14,000 would 
not be eligible, while a family earning 
$5,000 would be. 

It seems maybe that is the point the 
Senator from Alabama is making, that 
the higher your median income is, the 
higher income family is eligible. 

The poor in the area, it seems to me, 
the more poor people, are excluded. How 
is it fair, and t.his is my question, for a 
family in Colorado that has a higher 
median income I am sure, that earns 
$7,000, has a family of four being eligible, 
whereas a family which earns under my 
example $6,000 in Georgia would not be 
eligible? 

Mr. ARMSTRONG. I think the situa
tion the Senator has described is exactly 
the circumstances that prevail at the 
present tiine because at the present tµne, 

just as under my amendment, the per
centage limitation based on the median
income is applied on a metropolitan
area-by-metropolitan-area basis. 

If the concern which the Senator is 
raising is whether or not the amend
ment tends to favor high-income areas 
over low-income areas, I think the pur
pose of my judgment is to direct money 
to low-income families wherever they 
may be. It could easily be argued that 
geographically my amendment favors 
precisely those sections of the country 
which have t:he larger concentration of 
lower income families. 

Mr. NUNN. It seems to me it favors 
low-income families in high- and 
median-income areas. 

Mr. ARMSTRONG. Well, the purpose 
of it---

Mr. NUNN. But it discriminates against 
low-income families in low- and median
income areas. 

Mr. ARMSTRONG. I think not. But 
the main issue, so far as I am concerned, 
is not that anyway. That is a question 
which, it seems to me, in a program of 
this type is beside the point. The real 
issue is should we be subsidizing rela
tively prosperous, relatively more affi.uent, 
families when we are unable to fulfill the 
needs in the lower income brackets? 

Mr. NUNN. But why would not the 
Senator let the $12,000 :figure be applied 
across the Nation to help the lower 
median-income families? 

Mr. ARMSTRONG. Is the Senator 
suggesting that as an alternative pro
posal? 

Mr. NUNN. I am not on the committee 
and I would not want to amend it my
self that way. Of course, you are the ex
perts and you know how this would af
fect the overall p .. ·ogram. I do not under
stand how it is fair for a family making 
$6,000 in the State of Georgia to not be 
eligible whereas a family making $7,000 
in a higher median area would be eligi
ble. I understand what the Senator is 
saying that that already is the way the 
law applies, because it is tied to median 
incomes, and you just raise the figure to 
80 percent. But I am just asking the ques
tion of those who are expert whether that 
is fair at all. 

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

Mr. NUNN. I do not have the fioor. 
Mr. WILLIAMS. I yielded to the Sena

tor from Georgia. I do not know how 
much time is remaining here. 

The PRESIDING OFFICER. The Sen
ator has 10 % minutes. 

Mr. LEAHY. Mr. President, will the 
Senator yield for a unanimous-consent 
request? I ask unanimous consent that 
DeAna Hamilton of Senator HUDDLE
STON's staff have the privileges of the 
floor for the remainder of the evening. 

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

Mr. SARBANES. Mr. President, the 
rationale behind using the percentage 
figure against median income is that you 
have, or the rough rationale is that you 
have, differneces in cost of living that 
are reflected in housing costs and other 
things. This is one effort to try to, al
though you get a different absolute figure, 
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sort of accommodate roughly the same 
sort of people in different areas. That is a 
rough approximation, and it can lead to 
the situation which the Senator from 
Georgia is describing in which a family 
of $9,000 in one area is eligible and not 
in another. You know, they have to be 
somewhat lower in another area. 

The really important point that this 
colloquy is developing though, which the 
Senator from Alabama has underscored 
and which, I think, everyone has to keep 
in mind in thinking about the amend
ment offered by the Senator from Colo
rado, is that amendment has been offered 
with a great deal of emphasis on this 
$12,000 figure. 

Everyone is thinking of himself, and 
how does that affect my area, and who 
is under $12,000, and is that a reasonable 
sort of figure for us to be working with? 

Then you stress that this is a subsidy 
program and a section 8 program, and 
should we not get it down? But that is not 
what the amendment says. What the 
amendment says is $12,000 or 50 percent 
of median income, whichever is lower. 

The only areas in this country that 
have a median income twice $12,000, so 
that the $12,000 figure would have any 
applicability, would be Alaska and per
haps the Washington, D.C., area. 

What we are talking about is 50 percent 
of the median income. If the median 
income is $13,000, we are cutting eligi
bility down under this program, by this 
amendment, to $6,500. So when you think 
about this program, you have to be think
ing about people making under $6,500. As 
soon as you start doing that, you have 
to think about two things: What about 
the working poor the Senator from Ala
bama was talking about, who in my view 
ought to be able to get into this program, 
and what about the mix in this section 8 
housing, where you are trying to get scme 
reasonable mix so you get some families 
in there who can provide leadership, set 
examples, and so forth, and you do not 
have the whole thing just stacked in such 
a way that you are taking everybody 
right off the bottom 10 percentile of the 
income, which then gives you problems 
in putting together a housing develop
ment or project that will really work? 

The next thing you know, you have 
gone out and done this thing, and every
one looks at it and says, "Look at it, it is 
in a terrible condition, it is not working," 
and so forth. 

That is the kind of complications you 
get into. What everyone ought to realize 
is that this $12,000 figure is virtually ir
relevant, and the real point is being made 
by the Senator from Alabama, when he 
puts his finger on the fact that what this 
will do is cut eligibility down to 50 per
cent of the median income in your area. 

Now, median is half of the families, 
and 50 percent of that will put you to the 
very bottom 25 percent. 

Mr. NUNN. If we would just simply 
change it from whichever is less to 
whichever is more, we would be directing 
the amendment to what is the common 
perception. If we say 50 percent of the 
median income or $12,000, whichever is 
more, we would be covering the $12,000 
families. 

i do not know whether the appropriate 

figure is $12,000 or $10,000, but it seems 
to me that when we throw that figure in, 
we throw in the whole question of 
whether we ought to be considering 
median income at all. 

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

Mr. NUNN. I do not know the answer, 
but it seems to me the question ought to 
be answered. Why throw $12,000 figure in 
at all, if we are tying it to median in
come? One or the other should not be in 
there, is seems to me. 

I yield the ftoor. That is mY cuestion. 
The PRESIDING OFFICER <Mr. 

TSONGAS). Who yields time? The Sen
ator from New Jersey has 5 minutes and 
5 seconds. The Senator from Colorado 
has 15 minutes. 

Mr. SCHMITT. Will the Senator from 
New Jersey yield to me? 

Mr. ARMSTRONG. How much time 
do I have remaining? 

The PRESIDING OFFICER. The Sen
ator has 14 minutes and 56 seconds. 

Mr. ARMSTRONG. I am pleased to 
yield to the Senator from New Mexico. 

Mr. SCHMITT. I appreciate that, be
cause I do not think we are going to use 
up all the time, but I am afraid I am 
probably going to oppose the amend
ment. But I would like to get some 
thoughts clarified first. 

If there is anyone on the Banking 
Committee more concerned about waste 
and abuse in public housing than I, I 
do not know who it might be. But I am 
concerned that an amendment of this 
kind, in the absence of a number of other 
actions such as tax reduction for the 
lower middle class or the entire country, 
for that matter, but particularly for the 
lower middle class economic group, tak
ing an action of this kind, in the absence 
of other actions, becomes punitive. 

The Senator from Georgia can say it 
ought to be reduced to this or that figure 
for this reason or that reason, but I 
am very much concerned about the level 
to which we lower the limit for eligibil
ity for public housing. 

I know that in New Mexico one of the 
most common complaints that I get from 
my constituents, particularly those in 
the lower middle class economic group, 
is that there is nothing for them. In
flation is eating them alive, they are 
paying extraordinarily high taxes for 
their income level, both adult members 
of the family are working, and there are 
no Government services they are eligible 
for, and so on. 

This Congress has got to take a much 
more extended look at that problem, 
but I am afraid this particular amend
ment, without that extended look, liter
ally becomes punitive against that par
ticular group. 

I appreciate the Senator from Colo
rado yielding on his time for that kind 
of comment. It is not that I am not 
sympathetic with his goal; I just do not 
know how to get there without hurting 
this particular group in excess of what 
they deserve. 

Mr. ARMSTRONG. Mr. President, I 
am glad the Senator from New Mexico 
has raised this concern. I believe I can 
satisfy him. I can assure him that this 
entire issue has been subject to a great 

deal of study, and I believe every single 
question raised during the course of this 
debate has been discussed at some 
length in committee. 

The question of whether or not we 
ought to have a mixture of income 
groups in public housing, for example, 
has been the subject of a survey which 
analyzed 37 housing projects; and the 
conclusion, basically, was that the in
come-mixing concept did not have a lot 
of validity. That is paraphrasing a 
lengthy report, but that is the conclu
sion I drew. 

We are not suggesting in this amend
ment that future housing subsidies un
der section 8 go to only a handful of peo
ple in a very narrow range of income 
families. We are saying, through this 
amendment, that 15 million American 
families could qualify. I do not think 
Congress will fund any such number, but 
we could under this amendment. 

What I am suggesting is that we 
should, in all fairness, narrow the range 
so that we would not have people in the 
69th or 70th percentile of median in
come in the country or geographic area 
collecting money where people in the 
25th percentile are not able to get any 
help. 

We are only funding 1 percent. We are 
going to reduce to only slightly under 
25 million the number of families eligi
ble. My amendment says, in all fairness, 
that we should not be taxing people in 
the lower half of the income sector with
in the community to provide the rent 
subsidies to people in the upper half. 

The real control on this, ultimately, is 
in the individual project, but I think we 
ought to target this more precisely. 

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

Mr. ARMSTRONG. I will be happy to 
yield in a moment. I want to make one 
additional point. 

You can say this is punitive, you 
can say it goes too far, but what I am 
trying to improve is the present practice 
and the present program. There are only 
700 families, I am advised, with incomes 
above $11,000 who are getting subsidies, 
but there is now a subsidy regulation 
being considered to begin on a larger 
scale to pay housing subsidies to those 
families between the 50th and the 80th 
income percentile. I would suggest that 
when there is a huge unfilled need in 
the lower half, and where we are facing 
budgetary restraints, we ought to think 
a little on this. 

I am happy to yield to the Senator 
from Maryland. 

Mr. SARBANES. I do not understand 
the Senator's assertion that the lower 
half of those in this income scale would 
be paying taxes in order to pay subsidies 
to people in the upper half of the in
come scale. Will the Senator explain 
that? 

Mr. ARMSTRONG. Yes, I will be hap
py to. At the present time, it is per
fectly possible for someone with a fami
ly of four with an income up to $17.000 
a year to qualify for a subsidv under this 
program. In your State and mine there 
are many families who do not get sub
sidies, who are paying taxes into the 
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general treasury, who earn $10,000, $12,
ooo, $13,000, or $18,000, who do not get 
any subsidy. 

So just in principle we have a situation 
where a lot of taxpayers, in fact, the vast 
malority, who earn less tha:i $17,000 a 
year are paying taxes to SuPPOrt a pro
gram that benefits those. 

I am not saying that there are no 
chances where people at the 80th per
centile should not be the beneficiaries of 
some kind of Government program, but I 
want tJO say it is inappropriate in this 
particular case. 

Mr. SARBANES. Let me restate my 
question. As I understand it, under exist
ing law, if your income is more than 80 
percent of the median income, you are 
ineligible. Is that correct? 

Mr. ARMSTRONG. That is correct, if 
you are 78 or 79 percent. 

Mr. SARBANES. But half of the people 
are above the median income. The other 
half of the people are below the median 
income. The half of the people who are 
below the median income, if they are 
above 80 percent of the median income, 
are also ineligible. 

It seems to me by definition you can
not have people in the bottom half pay
ing for people in the top half of the in
come scale because the people in the top 
half of the income scale are excluded 
automatically. Median income means 
that 50 percent are above that income. 

The only statement that the Senator 
has made that I am taking issue with, 
and I understand the thrust of where he 
wants to go with this amendment, is the 
assertion that there is a situation now 
where those from the bottom half of the 
income scale can be paying for subsidies 
to go to people in the top half of the in
come scale. By definition, the people in 
the top half of the income scale, all of 
whom are above the median income, are 
excluded to begin with. 

Then we get into an argument of 
w):llcb people in the lower half of the in
-come scale ought to be able to partici
plat.e in this program. Is it going to be 
those at 80 percent of the median in
come? Is it going to be those at 70 per
cent of the median income, which is what 
the committee has brought out in this 
bill, which represents a partial response 
by the committee to some of the points 
which the Senator from Colorado is 
making? 

Those points were made in the com
mittee and there was some response to 
them. I do not contend that some of the 
points the Senator is making are not 
without merit. We have responded to 
some of them. But I am speaking about 
50 percent as the median income. The 
Senator is ref erring to the bottom half of 
the income scale by definition, so there is 
no way that people in the bottom half of 
the income scale can be paying to sub
sidize people in the top half. On the 
argument about who is in this program, 
it is those in the bottom half of the in
come scale. 

Mr. ARMSTRONG. Let me point out 
that the national average income now is 
$17,600 for a family of four. In many 
areas of the country there are geographic 
areas where the regional median income 
obviously is well above $17,0-00. So if we 

take 80 percent of an above-average 
median income in a particular standard 
metropolitan statistical area, we quickly 
arrive at a situation where a family above 
the national median could receive sub
sidy under section 8. 

However, that is not really the issue. 
The statistics can be bent around a lot 
of different ways. The fact of the matter 
is should we target this program, rela
tively speaking, to the poorest of the 
poor, or should we target it to somebody 
else? My amendment suggests it should 
go to the poor people, and on that basis 
I believe it w:ill be adopted. 

The PRESIDING OFFICER. Who 
yields time? 

:Mr. WILLIAMS. I yield back the re
mainder of my time. 

Mr. PERCY. Will the Senator yield? 
Mr. TSONGAS. Mr. President, I am 

very sympathetic to the remarks made 
by my colleague from Colorado. I am sure 
that none of the Members of the Senate 
fails to recognize the fact that resources 
for the section 8 program are too limited 
to meet the needs of all low-income peo
ple. I am certain that we would all like 
to find a way to serve the needs of the 
very low income people. 

However, I am not sure that the issue 
is really one that can be addressed by 
an arbitrary reduction in eiligibility. 
Right now the law provides section 8 
eligibility to people at or below 80 per
cent of the median. Yet the administra
tion tells us that 93 percent of all people 
served under this program are at or be
low 50 percent of the median. In fact 
they tell us that the average income of 
clients in this program is 28 percent of 
the median. 

The committee bill has called for a 
reduction to 70 percent of the median. 
We have no assessment of the impact of 
this change. Now we are being asked to 
take 50 percent of the median, again 
with no assessment of the impact of this 
change. 

I would suggest that before we set an 
arbitrary reduction figure, we need to 
carefully analYze the issue with greater 
care. 

My point is, that the present eligibility 
level does not relate to the reality of the 
clients HUD is serving. Maybe this is 
not the way to get at the issue. Maybe it 
is. But I would urge the Senate to with
hold any changes in this limit until we 
can receive a better clarification of the 
problem. 

The PRESIDING OFFICER. The Sen
ator from Colorado has 5 minutes re
maining. 

Mr. ARMSTRONG. I yield back the 
remainder of my time. 

The PRESIDING OFFICER. All time 
has been yielded back. Th~ question is 
on agreeing to the amendment. The yeas 
and navs have been ordered and the clerk 
will call the roll. 

The assistant legislation clerk called 
the roll. 

Mr. CRANSTON. I announce that the 
Senator from Florida <Mr. CHILES), the 
Senator from Connecticut <Mr. Rmr
COFF), the Senator from Mississippi <Mr. 
STENNIS) and the Senator from Illinois 
<Mr. STEVENSON) are necessarily absent. 

Mr. STEVENS. I announce that the 

Senator from Tennessee (Mr. BAKER), 
the Senator from Arizona <Mr. GOLD
WATER), the Senator from Pennsylvania 
<Mr. HEINZ), the Senator from Vermont 
(Mr. STAFFORD)' the Senator from Wyo
ming <Mr. WALLOP), the Senator from 
Connecticut <Mr. WEICKER) , and the 
Senator from North Dakota <Mr. YOUNG) 
are necessarily absent. 

The PRESIDING OFFICER. Are there 
other Senators wishing to vote? 

The result was announced-yeas 34, 
nays 55, as follows: 

[Rollcall Vote No. 164 Leg.) 

YEA8-34 
Armstrong 
Bel1mon 
Boschwltz 
Byrd, 

HarryF.,Jr. 
Cha.fee 
Church 
Cohen 
Dan!orth 
Dole 
Domenic! 
Exon 

Garn 
Hatch 
Hayakawa 
Helms 
Humphrey 
Jepsen 
Kassebaum 
Laxalt 
Levin 
Lugar 
McOlure 
Packwood 

NAYB-55 
Baucus Gravel 
Bayh Hart 
Bentsen Hatfield 
Biden Heflin 
Boren Holl1ngs 
Bradley Huddleston 
Bumpers Inouye 
Burdick Jackson 
Byrd, Robert C. Javits 
Cannon Johnston 
Cochran Kennedy 
Cranston Leahy 
Culver Long 
DeConcini Magnuson 
Duren berger Mathias 
Durkin Matsunaga 
Eagleton McGovern 
Ford Melcher 
Glenn Metzenbaum 

Percy 
Proxmire 
Roth 
Schweiker 
Simpson 
Stone 
Talmadge 
Thurmond 
Tower 
Warner 
Zorinsky 

Morgan 
Moynihan 
Muskie 
Nelson 
Nunn 
Pell 
Pressler 
Pryor 
Randolph 
Riegle 
Sarbanes 
Sasser 
Schmitt 
Stevens 
Stewart 
Tsongas 
Williams 

NOT VOTING-11 
Baker Rlblcotr 
Chiles Statrord 
Goldwater Stennis 
Heinz Stevenson 

Wallop 
Weicker 
Young 

So Mr. ARMSTRONG'S amendment (UP 
No. 327) was rejected. 

Mr. WILLIAMS. Mr. President, I move 
to reconsider the vote by which the 
amendment was rejected. 

Mr. SARBANES. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT c. BYRD addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from West Virginia. 

ORDER OF BUSINESS 
Mr. ROBERT C. BYRD. Mr. President, 

for the information of Senators, there 
will be no more rollcall votes today. 

I have some other information they 
may be interested in. 

S. 344-THE NEED TO REPAIR THE 
FAILURE OF THE HIGHWAY BILL
BOARD CONTROL LAW 
Mr. STAFFORD. Mr. President, the 

Subcommittee on Transportation of the 
Committee on Environment and Public 
Works will hold hearings on Tuesday, 
July 17, and Wednesday, July 18, to con
sider mv bill s. 344. This is legislation 
that will add greater flexibility to the 
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Federal highway billboard control law. 
giving the States the option of dropping 
out of the program. These hearings will 
begin at 10 a.m. each day, and Tuesday's 
hearing will be in 4200 Dirksen and 
Wednesday's hearing will be in 1114 
Dirksen. 

Mr. President. this ls an important is
sue. I think it ls most interesting that 
the only group now supporting the per
petuation of the present billboard law is 
the billboard industry itself. The reason: 
The law has become nothing more than 
a billboard protection law. 

As a clear sign of this, the Journal of 
the American Planning Association 
magazine, in its April 1977 issue. carried 
an article entitled: "B1llboard Control 
Under the Highway Beautification Act-
A Failure of Land Use Controls." 

I ask unanimous consent that this 
article be printed at this point in the 
RECORD. 

There being no objection. the article 
was ordered t.o be printed in the RECORD, 
as follows: 
BILLBOARD CONTROL UNDER THE HIGHWAY 

BEAUTIFICATION Ac:r-A FAILURE OF LAND 
USE CONTROLS 

(By Charles F. Floyd) 
Perhaps no environmental or land-use 

issue evoked more discussion and debate 
during the 1950s and 1960s than did aes
thetics and sign control. This movement 
culminated in the Highway Beautification 
Act of 1965 which promised to control: 

"The erection and maintenance of outdoor 
advertising signs, displays, and devices in 
areas adjacent to the interstate system and 
primary system . . . in order to protect the 
public investment in such highways, to pro
mote the safety a.nd recreational value of 
public travel, and to preserve natural 
beauty." 

In practice, however, the Act has largely 
been a failure, achieving little toward the ac
complishment of tha stated Congressional 
goals. Crippling amendments, problems aris
ing from reliance upon the use of eminent 
domain rather than the police power to re
move nonconforming signs, "loopholes" in 
the designation of commercial and industrial 
zones, the exemption of on-premise signs, a 
la.ck of national standards, and general in
difference among former supporters have 
been the ma.in causes of the Act's ineffec
tiveness. 

THE BONUS ACT 

Local governments have been attempting 
to control b1llboards since these eyesores be
came prevalent around the turn of the cen
tury.1 

A strong push tor national b1llboa.rd legis
lation ca.me after the beginning of the inter
state highway system in 1956. Two yea.rs 
later Congress passed the so-called "Bonus 
Act,'' which encouraged individual states to 
develop control measures consistent with 
national standards by offering a federal-a.id 
highway bonus payment in the amount of 
one-half of one percent of the cost of inter
state highway construction projects. The Act 
prohibited most off-premise signs along the 
interstate system and provided some con
trol of on-premise signs.2 Later amendments 
exempted from control those segments of the 
interstate system which traversed (1) areas 
that had been either zoned commercial or 
industrial within the boundaries of incor
porated municipalities as of September 1959, 
or areas tn which the state had clearly estab
lished land use as industrial or commercial 
as of that date, and (2) older rights-of-way 
incorporated into the interstate system.• 
------

Footnotes at end of article. 

Twenty-five states, located mostly in the 
Northeast, the Midwest, and a.tong the Pacific 
Coast, passed enabling acts and entered into 
bonus agreements before the expiration of 
the program on June 30, 1965 (Johnson 
1970). The Bonus Law did not specify the 
method to be used in effecting the re
quired outdoor advertising controls. Only 
three states utiltzed the power of eminent 
domain to eUminate nonconforming signs; 
seven states combined compensation for 
certain existing signs along with police 
power controls; the remainder relied solely 
upon the po11ce power. Six of these states 
had their 1-a.ws tested in the courts and all 
were upheld with the exception of Georgia's. 
In an opinion which ts widely quoted be
cause it is so in variance with prevailing 
legal opinion in other states, the Georgia 
Supreme Court declared the law unconsti
tutional because it did not provide com
pensation in the acquisition of nonconform
ing signs.' 

Even though it was the first attempt to 
develop national advertising control legis
lation, the Bonus Act has been much more 
successful in achieving its stated objectives 
tha.n has the 1965 Beautification Act. The 
primary reasons !or the Bonus Act's success 
were: 

It provided for definite national stand
ards. 

The freeze date on the designation of new 
commercial and industrial zones kept these 
areas from proliferating to an extent that 
would undermine the purposes of the Act. 

An alternative to the passage of the 
Highway Beautification Act would have been 
to amend the Bonus Act to make outdoor 
advertising control along the interstate sys
tem mandatory for all of the states and to 
eliminate some of th~ Bonus Act's loopholes. 
In retrospect, there ts little question that 
this approach would have been far more 
effective in controll1ng b11lboards than the 
one actually adopted in the 1965 Act. 

THE HIGHWAY BEAUTD'ICATION ACT 

The year 1965 marked the passage Qf the 
Highway Beautification. Act, sometimes 
called the Ladybird Johnson Blll b\·t more 
accurately described as the B1llboard Pro
tection and Compensation Act. The Act was 
conceived with 1ofty intentions-to make 
b1llboard control mandatory in all the states 
and to extend control to the primary system 
(most US-numbered and some state-num
bered highways). What emerged offers a 
classic case of a powerful industry gutting 
environmenta.l legislation. On the positive 
side, billboard control was made mandatory 
(a state would lose 10 percent of its !ederal
aid highway funds unless it complied with 
the Act), e.nd regulation was extended to the 
primary system.5 The costs, however, both 
in monetary and other terms, were enor
mous. 

First, all areas zoned for commercial and 
industrial use, including "unzoned commer
cial and industrial areas,'' were exempted 
from any but the most minimal controls. The 
exemption is much too broad, lumping re
search parks a.nd rural areas that happen to 
be zoned for possible future commercial de
velopment with ugly commercial strips. The 
practical effect of the provision has been to 
allow b1llboards in commercial areas where 
they are totally inharmonious, and also in 
areas which are almost totally rural in char
acter. 

Second, on-premise signs, those signs that 
identify a place of business, were exempted 
from any controls. The result has been huge 
gas station signs towering above the land
scape at almost every interchange and the 
unchecked spread of sign clutter along our 
highways. 

_The most devastating triumph of the bfil· 

board lobby, however, was the provision mak
ing payment of compensation mandatory for 
the removal o! all noncom.forming signs. As 
will be shown, this forced compensation 
feature, combined with meager appropria
tions for the program, has meant that very 
few signboards have actually been removed 
under the Act. 
THE HIGHWAY BEAUTIFICATION ACT IN PRACTICE 

How effective has Title I of the Highway 
Beautification Act of 1965 been tn (1) con
troll1ng the erection of new b1llboards and 
(2) removing b1llboards that are noncon
forming? The record indicates that the Act 
has been ineffective tn both respects. 

CONTROL OF NEW BILLBOARDS 

Size and spacing standards. The Highway 
Beautification Act required that each state 
enter into an agreement with the Secretary 
of Commerce (later Secretary of Transpor
tation) to "provide effective control of out
door advertising,'' including size and spac
ing requirements for b1llboards permitted 
tn commercial and industrial areas. The Sec
retary was not allowed to set national stand
ards for size and spacing limitations, how
ever, but was to accept what was "customary" 
in each state. 

In a.n attempt to set a basis for the negotl· 
ations with the states, and to assist in devel
oping the required cost estimate for Con
gress, the Bureau of Public Roads developed 
draft standards for directional and offtcial 
signs, a draft definition of unzoned commer
cial and industrial areas and draft criteria 
f6r the size, spacing, and lighting of signs 
peNnitted in commercial or industrial zones. 
Following the publishing of these criteria in 
the Federal Register, a series of public hear
ings was held in each state (Federal Register 
1966). 

The proposed. standards were opposed 
within both the blllboa.rd industry and Con
gress because they would have established 
some restrictions on the sign companies' ac
tivities. The regulations set a maximum 
size limitation of 300 square feet-400 square 
feet if the sign was located more than 150 
feet from the edge of the right-of-way. B111-
boards were also required to be set back 25 
feet from the right-of-way, and a maximum 
of six signs per mile was established. No 
signs were to be allowed within 2000 feet of 
an entrance or exit ramp for an interchange 
or rest area, in effect creating a "blocked out 
zone" for approximately one and one-half 
miles at each tntercha.nge as a safety feature. 

As a result of the opposition that devel
oped during the hearings, when these pro
posed guideltnes were presented to Congress 
tn January 1967 they had been watered down 
considerably. The maximum size had been 
increased to 650 square feet with no setback 
requirement, while the maximum number of 
signs per mile had been increased to twenty
one. 

Even these reduced standards met consid
erable opposition from the blllboard lobby 
and its supporters tn Congress, and the pro
posed standards were vigorously attacked 
during the hearings on the Beautification Act 
that were held by both Houses in 1967. The 
primary questions at issue were what con
stituted "customary use," and how much 
right the Secretary had to set any type of 
minimum standards. The Federal Highway 
Administrator testified that: 

"We received a lot of testimony on what 
constitutes 'customary use,' a.nd as you 
might suspect, it was certainly not unani
mous tn its presentation. We finally wound 
up with, for example, a size proposal of 650 
feet. Just as a matter of interest, thts size 
ts larger than alZ but 1.85 percent of existing 
signs" (U.S. Congress, House, 1967, p. 961). 
(Emphasis added.) 

Finally, in a May 24 letter to Represent&-
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tive Kluczynski, Chairman of the Subcom
mittee on Roads of the House Public Works 
Committee, Transportation Secretary Boyd 
abandoned the proposed standards, and 
stated that "subject to supporting evidence, 
state determination of customary use will be 
accepted with respect to size, lighting, and 
spacing of signs" (U.S. Congres1:;, Senate, 
1967). Essentially, this was defined to en
compass almost everything the sign com
panies wanted. F. c. Turner, Federal Highway 
Administrator, later wrote to Congressman 
Wright, then also Chairman of the Commis
sion on Highway Beautification, tha.t: 

"The Federal Highway Adm.1n1stration, in 
cooperation with the Outdoor Advertising 
Association of America, Inc., developed a 
model agreement which could be utilized by 
any state during the negotiation process" 
(Commission on Highway Beautifl.cation 
1973). 

This "model agreement" set a maximum 
size limitation of 1,200 square feet that was 

adopted by thirty-two states. The square 
footage ls equal to the floor area of a 
medium-sized three bed.room house and is 
approximately twice the size of the largest 
blllboards normally erected along the i~ter
state system. George Mcintur1f of the Out
door Advertising Association of America later 
testified: 

"That size limit is the outer limit of what 
is used by the industry in major urban areas 
within the United States. . . . I doubt 
greatly that more than one sign out of 2,000 
now erected, or erected since those controls 
were established, even approaches that 1,200 
square feet." o 

"Customary spacing" in the guidellnes, 
and in most of the states, was defined as 
every 500 feet on the interstate system, every 
300 feet on the primary system, and every 
100 feet on the primary system within mu
niclpa.llties. The b1llboard industry favored 
the spacing requirements since they prevent 
a competitor from erecting another sign 

close enough to block an unobstructed view 
out of an existing b1llboard. Under the 
spacing requirements it is possible to have 
10.5 b1llboard sites per mile on ea.ch side of 
the road along an interstate highway, a total 
of 21 sites on both sides. Since two faces 
a.re permitted at each site, 42 b1llboards per 
mile are allowed along any portion of the 
interstate system that is zoned commercial 
or industrial. On the primary system, the 
comparable figures are 35 sites and 70 faces 
per mile. Within municipalities the allowa
ble sites reach the somewhat absurd level of 
106 per mile with 212 pos.sible sign faces. If 
each of these signs were of the maximum 
allowable size ( 1200 square feet per site), 
the total area of the sign faces would be 
equal to approximately three football fields 
for each mile of roadway (Commission on 
Highway Beautification 1974) .1 (Table 1 Ulus
trates the d11ference between proposed and 
fl.nal regulations under the Highway Beau
tification Act). 

TABLE 1.-GUIDELINES FOR SIZE AND SPACING AGREEMENTS IN COMMERCIAL AND INDUSTRIAL AREAS 

Hi eh way Beautification Act 

Proposed in 
Federal Register, 
Jan. 28, 1966 

Proposed in re;>ort 
to Coneress, 
Jan. 10, 1967 Final euidelines 

Hiehway Beautification Act 

Proposed in 
Federal Register, 
Jan. 28, 1966 

Proposed in report 
to Congress, 
Jan. 10, 1967 Final euidelines 

Maximum size ___________________ 300 s ft2, 400 s 650 s ft2 _________ 1,200 s ft.2 
ft 2 if located 

Allowable square footaee per mile: 

more than 150 
ft from ri eht-
of-way. 

Interstate ___________________ 2,400 ____________ 13,650_ --------- 25,200. 
Primary-rural__ ______________ 2,400 ____________ 13,650 __ -------- 42,000. 
Primary-cities__ ----------- 2,400 ____________ 13,650 ___________ 127,200. 

"Blocked-out" zone from inter-
Maximum heiehtfrom around ______ 30ft _____________ None ____________ None. 
Setback from rieht-of-waY.--------- 25 ft _____________ None ____________ None. 

chanee _______________________ 2,000 ft __________ 2,000 ft __________ 500 ft outside 
municipality; 
none within 
municipality. 

Maximum number per mile on: 
Interstate _________ ------- ___ 6 _______ --------- 21_ ______________ 42. 

~~i~:~:~rti:~-----~= ::::::::::: ~:: :: ::::::::: ::: ~L:::::::: :::: ~~2. Number of firms needed to quality 
as "Unzoned commercial and 
industrial area"---------------- 2 ________________ 2---------------- 1. 

Source: Federal Register, Jan. 28, 1~66, Senate Document No. 6, 90th Congress, 1st session. Highway Beautification Commission, Hearings, 1974, pp. 413-419. 

Commercial. a.nd industrial zones. Since 
the size and spacing requirements contained 
in most of the agreements amount to virtu
ally no control of outdoor advertising, the 
designation of commercial and industrial 
areas becomes all important. Unfortunately, 
local zoning authorities often do not place 
great importance on providing an unclut
tered view for the interstate motorist. The 
real or imagined benefits to be derived for 
local businesses through billboard advertis
ing usually assumes a much greater priority. 
I:c. practice, therefore, many local commu
nities, and particularly rural counties have 
attempted to circumvent the Highway Beau
tification Act by zoning long stretches of 
rural highways as commercial and industrial 
areas. The absence of any requirement that 
such areas actually contain commercial or 
industrial land uses, and the Congressional 
insistence that state and local zoning actions 
be accepted for the purposes of the Act, 
makes this provision perhaps the largest loop
hole in the entire Highway Beautiflcation 
Act. 

"Anticipatory" commercial and industrial 
zones. Under generally accepted planning 
techniques lands a.re zoned not just for the 
present, but also for anticipated development 
some years into the future. Because there is 
no requirement in the Beautification Act 
that restricts b1llboards to areas of actual 
commercial or industrial land use, this prac
tice results in signboards being allowed 1n 
vast areas of rural countryside. For example, 
on Interstate 85 in Gwinnett County near 
Atlanta an industrial zone extends approxi
mately four miles beyond the currently de
veloped industrial area. In this four miles 
there are fifty-one billboard sites, only four 
of which are actually located near any type 
of commercial or industrial land use. 

Footnotes at end of article. 

"False" commercial and industrial zones. 
Many states or local communities have classi
fied. areas as commercial and industrial zones 
that fail to qualify for this designation under 
any accepted land use standards. Conse
quently, it is d111lcult to reach any conclusion 
other than the obvious one that they were 
zoned primarily to allow b1llboards. In some 
cases, strips along the entire length of rural 
highways have been zoned solely for this pur
pose. other rural counties have designated 
large areas on either side of interchanges as 
commercial zones, even though such activi
ties are confined almost exclusively to the 
areas immediately adjacent to the inter
change. Still others have classifl.ed strips 
along interstate highways as agrlcultural
commercial zones, in which blllboards are 
almost the only permitted commercial use. 
Severa.I states passed legislation to comply 
with the Highway Beautifl.cation Act tha.t 
zoned vast areas as co~ercial or industrial. 
The most obvious was Wyoming, which zoned 
all lands outside of municipalities within 660 
feet of the rights-of-way of interstate a.nd 
primary highways as commercial (U.S. COn
gre~. House, 1967, p. 1005). South Dakota 
zoned all land within 660 feet of interstate 
and primary highways up to fifteen miles 
from municlpal limits as commercial (Com
mission on Highway Bea.utifl.catlon 1973, pp. 
644--e45) . Georgia zoned similar areas from 
two to eight miles from municipal llmits, 
varying with municipal population slze.8 

These flagrant examples of false commer
cial and industrial zoning were not accepted 
by the U.S. Department of Transportation. 
Even though the Highway Beautifl.catlon Act 
gives the states full authority to zone com
mercial and industrial for the purposes of 
the Act, the Federal Highway Ad.min.1stration 
has taken the position that zoning created 
primarlly to permit outdoor advertising 
structures will not be recognized (U.S. De
partment o! Transportation 1975) . 

Unzoned commercial and industrial areas. 
The designation of "unzoned commercial 
and industrial areas" is another gigantic 
loophole permitting blllboards in predomi
nantly rural areas. The U.S. Department of 
Transportation initially proposed that at 
least two businesses be located in such an 
area to qualify it as commercial (Federal 
Register 1966). On the other hand, much of 
the b1llboard industry took the position that 
blllboards should be allowed in any area 
that might be suitable for commercial and 
industrial development, even though there 
were no such firms there at all. In the defi
nition that was fl.nally accepted, even the 
most obscure commercial or industrial use 
w111 serve to permit signs. For example, small 
family businesses that happen to back up 
to an interstate highway-and that in many 
cases cannot even readily be seen from the 
highway-wm permit the erection of several 
large b1llboards. Ironically, junkyards in ru
ral areas that are screened and controlled 
under the Highway Beautifl.cation Act have 
also served as the justifl.cation for permitting 
billboards. 

Four of the states, California, Ha.wail, Ore
gon, and Colorado, do not allow signs in un
zoned commercial and industrial areas, while 
another four, New Hampshire, Massachusetts, 
Washington, and Vermont, require a mini
mum of two or three activities to qualify. 
(Vermont has since prohibited all b1llboards 
advertising within the state). The remainder 
of the states, except South Dakota, require 
only one activity and allow signs "Vithin 400 
to 1000 feet (Commission on Highway Beau
tifl.cation 1974). 

The ingenuity shown by some advertising 
companies to get a foot into this loophole 
are fascinating. In Georgia one property 
owner erected a small shed in a rural area 
and put up a sign designating it as a ware
house. A large billboard was erected next to 
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this "warehouse" and the outdoor advertis
ing firm then applied for a permit based on 
the area's being an unzoned industrial ar~a. 
In South Carolina, a large national adver
tising company helped set up a small radio 
repair shop in a residence that happened 
to be located near Interstate 95, and then 
used this "business" as justiflcation to erect 
several large billboards. 

The case of South Dakota.. The Federal 
Highway Administration refused to accept 
the South Dakota law which zoned vast 
areas as commercial, and Secretary of Trans
portation Volpe invoked the ten percent 
penalty in federal-aid highway funds. The 
Secretary's determination tha.t South Dakota 
was not providing "effective control," as 
called for under the Act, was challenged in 
federal district court, but the action was 
upheld. The court found that the State had: 

"Zoned commercial corridors through the 
State corresponding to the federally a.ssisted 
highway systems, a11ording the State virtu
ally no protection from outdoor advertising 
and subjecting the Interstate traveler to an 
array of billboards in the midst of an area. 
obviously agricultural. For example, under 
the South Dakota law, on Interstate 90, 
crossing the State east to west, there would 
be only two short segments from one border 
to the other in which billboards would not 
be permitted. Each of these excepted seg
ment..s would ha.ve been approximately two 
miles long. The Secretary reasonably <:0n
cluded that these provisions were obviously 
inconsistent with the Act's purpose."• 

Although South Dakota did pass new 
legislation and sign an agreement With the 
Secretary of Transportation (who returned 
the withheld federal-a.id highwa.y funds), 
this did not end South Dakota's efforts to 
circumvent the Hlghw:..y Beautiflcation Act. 
Local communities passed zoning ordinances 
designating large areas along interstate a.nd 
primary highways as commercial, and these 
zoning determinations were accepted for 
purposes of the Highway Beautiflcation Act 
by the State. 

For example, Lyman County, With a popu
lation of approximately four thousand 
people, passed a zoning ordinance in 1975. 
Despite the fact that the county's popula
tion had been declining since 1910, and only 
slightly over two hundred persons were em
ployed in wholesale a.nd retail trade Within 
the entire county, 29 of the 52 miles of I-90 
within the county, comprising approximately 
2,200 acres, was zoned for commercial use. 
These commercial zones were 300 feet wide 
on ea.ch side of the highway and sometimes 
extended more than three miles from any 
access to the interstate at an intereha.nge. 
The town of Lyman, which had a population 
ot approximately fifty and not a single com
mercial enterprise, zoned four miles of I-90 
as commercial (Fifth District Planning a.nd 
Development Commission 1976). 

After the b1llboard industry successfully 
challenged the state's new law on the 
grounds of improper delegation of power, 
South Dakota. passed stm another act.10 This 
act was a blatant attempt to not only cir
cumvent the intent of the Highway Beauti
fication Act but to use it to prot.ect and en
rich the b1llboard industry.u Among its 
provisions were: 

"Direction signs," which are allowed in all 
types of areas, were defined to include b111-
boards. 

Local government control of outdoor ad
vertising was pre-empted and local ab111ty to 
require removal of any type of nonconform
ing Signs through amortization under the 
police power was eliminated. 

Depreciation of the sign coud not be taken 
into account in determining compensation. 

All nonconforming billboards could be "re
paired or replaced by a sign of substantially 

Footnotes at end of article. 

the •sanie kind," in effect giving all these 
signs eternal life. 

The s.;ate was required to secure negative 
easements rather than use traditional zoning 
powers to control the erection of new signs. 

In addition, the unooned commercial and 
industrial area wao> defined to include: 

All land on both sides of the road within 
one mile in either dlrectioll of the property 
boundaries of any commercial or industrial 
activity. 

All land within one thousand feet of the 
right-of-way that is traversed by a railroad. 

"All pockets of land .. lying between zoned 
or unzoned commercial and industrial areas 
which are not more than one thousand feet 
apart. 

"All other unzoned lands, or zoned lands 
without regard to zoning classftcation," as 
determined by any board of county commis
sioners. (Emphasis added.) 

Determining that the South Dakota law 
"falled to provide for e1fectiv'! control of out
door advertising," Secretary of Transporta
tion Brock Adams invoked an approximate 
$4.5 million penalty on the State in Novem
ber 1978.12 He also reserved ten percent of the 
State's current allocation, pending possible 
revision of the South Dakota law by March 
31, 1979. South Dakota has appealed this 
decision to the courts. 

The 660 foot control zone. Framers of the 
1958 Bonus Law felt that some limit of con
trol was necessary, and for somewhat obscure 
reasons this was set at 660 feet ( ~ mile) 
from the edge of the right-of-way. These 
limits were continued in the Highway Beau
tiflcation Act of 1965. The b1llboard industry 
responded in predictable fashion to thls loop
hole by creating the phenomena of the 
"jumbo" sign. There are very large b11lboards, 
usually 1200 to 2500 square feet in size, but 
sometimes even larger. By 1973 the states 
estimated that ther~ were nearly five thou
sand of these jumbos located just beyond 
the 660 foot control limit (Commission on 
Highway Beautiflcation 1974). Several thou
sand more were erected before state laws 
were changed to comply with a 1974 amend
ment to the Highway Beautiflcation Act 
which extended the control zone to the limit 
of visib111ty. The cost of removing the exist
ing jumbos 1s now estimated at $77 milUon.11 

IU!MOVAL or NONCONFORMING SIGNS 

Communities have traditionally eliminated 
nonconforming signs through amortization 
under the police power (Floyd and Shedd 
1979, Chapter 4; Dobrow 1975; Travers 1974; 
and Williams 1974-75, Chap. 116). Almost all 
of the "Bonus" states used this method, but 
Congress decided upon compensation in the 
Highway Beautiflcation Act, supposedly be
cause control was being extended to the pri
mary system (Floyd 1979). 

In 19'72 the Secretary of Transportation 
made a determination that Vermont's policy 
of not paying compensation for the removal 
of nonconforming blllboards did not consti
tute "effective control" under the meaning of 
the Highway Beautlftca.tion Act. The State 
challenged this mandatory compensation pro
vision on the basis that ( 1) such action was 
not authortz.ed under a proper construction 
of the Act, and (2) the provision violated 
the Tenth Amendment to the Federal Consti
tution. The court ruled against Vermont, 
and the State agreed to pay compensation.u 

Congress made compensation mandatory 
for the removal of nonconforming signs, de
clared in a 1968 amendment that no signs 
are required to be removed unless the federal 
share of compensation is avallable, but has 
since falled to appropriate the funds neces
sary to complete the program within any 
reasonable time. In May 1971 Secretary Volpe 
attended ceremonies In Shreveport, Maine, 
marking the removal of the first sign pur
chased under the Highway Beautification 
Act. The outdoor advertlslng company was 
awarded $6,000 in compensation for this sign 
which had a town property tax valuation 

of some $820 (U.S. Congress, Senate, 1974). 
This event occurred nearly a year after the 
"final compliance date" of July l, 1979, that 
was originally set in the Highway Beautifl
cation Act for the removal of all nonconform
ing signs. 

Approximately 91,650 nonconforming signs 
had been removed under the Highway Beau
tiflcatlon Act as of March 31, 1978; this is 
30 percent of all nonconforming signs. Ex
penditures on the outdoor advertising control 
program, including administrative expenses, 
totaled $107.5 milllon through June 30, 1978 
(Floyd and Shedd 1979, pp. 124-127). 

State sign removal programs have varied 
widely, with some of the states removing all 
or almost all nonconforming signs, while 
others have removed few, if any. Eleven 
states had acquired less than 10 percent of 
their total nonconforming signs while only 
fourteen had purchased more than 50 per
cent. 

The Federal Highway Administration esti
mates the total cost of removing signs made 
nonconforming by the Highway Beautiflca
tion Act at approxtmately •515 milUon.15 

This represents a considerable underestima
tion, however, since the figure was derived 
by employing an average acquisition cost per 
signboard based on past experience, and the 
remaining signs are acknowledged to have a 
much greater average value than those re
moved during the early part of the program. 
The General Accounting Oftice estimates the 
removal cost at $823 milllon (Comptroller 
General 1978). Even if the lower FHWA cost 
estimate is correct, at the current level of 
appropriations the sign removal program 
could not be completed in less than 110 
years. 

Most public projects are planned so as to 
maximize the benefit-to-cost ratio; the bill
board removal program has been designed to 
minimize the benefit-to-cost ratio. In 1976 
amendments Congress directed that the first 
priority for removal be signs voluntarily of
fered by the blllboard companies, while other 
nonconforming signs along heavily traveled 
rural highways wm be the last removed. This 
strategy has resulted in the very limited 
funds that have been appropriated for high
way beautification being dissipated to little 
benefit except to the outdoor advertising 
firms. 

The program has been further weakened 
by another amendment contained in the 1976 
Federal Highway Act. In addition to direct
ing the states to retain nonconforming rural 
signboards giving directional information un
til the end of the program, the amendments 
also allowed the states to keep these b111-
boards permanently where their removal 
might cause "economic hardship ... 18 Thts 
provision has the potential of completely 
halting the removal of rural signs. 

St111 not sattsfted, the billboard industry 
is lobbying hard to further amend the Act 
to permit "private directional signs" in all 
rural areas. This euphemism describes any 
blllboard that contains directional informa
tion, a definition that covers an estimated 80 
percent of existing signboards. Only a few 
hours and a few gallons of paint are needed 
to change the others. Needless to say, the 
proposed amendment would almost com
pletely gut what still remains of the blll
board control program. 

1978 AMENDMENTS 

In response to requests from the outdoor 
adverttsing industry, the Act was amended 
in 1978 to requtre that compensation be 
pa.id whenever a nonconforming sign is re
moved under any state or local land-use con
trol, environmental, or zoning law.u Previ
ously, compensation was required only where 
signs were removed because of the Act; it 
was not required where signs were removed 
because they were nonconforming under 
other state conservation or environmental 
laws. or under local comprehensive zonlng 
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ordlnances. The amendment represents an 
unprecedented limitation on local zoning 
authorities and a victory by the industry in 
its longstanding campaign to deny state and 
local governments the traditional right to 
remove nonconforming signs through the use 
of the police power. 

This Congressional action comes at a time 
when the principle of compensation through 
an amortization period has met wlth in
creasing acceptance in the courts (Floyd 
and Shedd 1979, Chap. 4; Dubrow 1975; and 
Environmental Law Review 1976.) In a major 
challenge by the sign industry, the amortlza
tlon provision in Denver's sign ordinance 
was upheld by the Tenth Circuit Court of 
Appea.is.lll Other examples of amortization 
period held to be reasonable include the six 
and one-half years allowed for removal of 
aJ.l advertising signs in the Catsklll and Adl
rondacK Parks or New York,111 the three year 
amortization period provided prior to man
datory removal of blllboards in the Village 
of Mlnnetonka's residential communities,:!O 
the ten month period allowed for removal of 
billboards in Boothbay, Maine,:n and the two 
year period enacted by Doraville, Georgia, 
provided before removal of signs wlthln five 
hundred feet of an expressway.:.1:.1 

BILLBOARD CONTROL UNDER THE mGHWAY 
BEAUXIFICATION ACT: AN ASSESSMENT 

Billboard control under the Highway 
Beautification Act has largely been a failure, 
both in remo•·ing nonconlorming signs and 
in preventing the spread of billboard clutter 
to much of the rura.1 countryside. In particu
lar: 

The requirement that size, spacing, and 
lighting would be in accordance with "cus
tomary use" has meant that for all practical 
purposes there are no restrictions on blll
boards in the areas that are des!gnated as 
commercial and industrial zones. 

These ineffective regulations have tended 
to shield the b1llboard industry trom more 
effective regulation at the state or local level. 

The designation of commercial and indus
trial zones has been so loose that local or 
state governments desiring to circumvent the 
Act can do so with almost complete im
punity. 

The designation of "unzoned commercial 
and industrial areas" is so loosely defined 
that even very obscure com~erclal or indus
trial uses wlll permit b1llboards. 

Only a relatively small number of non
conforming billboards have actually been re
moved, and at the present level of fundlng 
the program could not be complete is less 
than 110 years. 

Ineffective regulations have permitted blll
board companies to continually rebuild and 
refurbish nonconforming signs, in effect, to 
give them eternal life. Allowing the billboard 
companies to rebuild their signs continually 
has meant that the cost of acquisition con
tinues to rise rather than to decline as was 
stated Congressional intent. 

The mandatory compensation provision 
has hindered the use of the police power to 
remove signs at the state and local level. 

Adequate alternative motorist information 
systems have not been provided. 

This gloomy assessment of the program's 
effectiveness ls shared by many observers, 
including the General Accounting Office, 
which recently completed a study of the 
Highway Beautification Act (Comptroller 
General 1978) . That study concluded: 

"The program as it ls now structured may 
not achieve the overall objective of pre
serving natural beauty a.long the highways. 
A general lack of support for the program, 
the legal complexities that may result be
tween States and sign owners, the numerous 
exemptions granted under the law, and the 
differences in State and local rules all appear 

to hamper achieving the aesthetic results of 
sign removal. . . . It appears that the ob
jectives of the Highway Beautlftcation Act 
wlll not te accomplished in the near future." 

Senator Robert T. Stafford (R-Vt.), one 
of the Act's strongest supporters over xnany 
years, recently evaluated the blllboard con
trol program in discussing the 1978 amend
ments (Congressional Record 1978): 

"Thls program ls only a small part of the 
total Federal-aid scheme but, in my opin
ion, ls one which functions the least well, 
raises more controversy, and provides fewer 
benefits than any other program element. 

"It s;ems to me that we have succeeded in 
tying the hands of those States, such as my 
own, which want to move aggressively to 
clear highways of blllboards. At the same 
time we have achieved very llttle in States 
which are less interested ln the scenic value 
of their roads. We are fostering the worst of 
two worlds. And at the funding levels pro
vided by Congress since the program began in 
1965 lt ls evident that the program has lit
tle support from its creators .... In some 
instances it seems as lf the Beautification 
Act has been turned. around. and. now 'Pf'O
motes rather than discourages billboards . .• 
I want my colleagues to consider the possi
bility that repeal of the htghway beautifica
tion experiment may ultimately '/)Tove to be 
the only way to further the goals originally 
sought." (Emphasis added.) 
STEPS TOW ARD AN EFFECTIVE BILLBOARD CONTROL 

PROGRAM 

What are some reallstlc ways that the 
Highway Beautification Act could be amend
ed so as to become more effective? 

CONTROL OF NEW BILLBOARDS 

The prollferatlon of blllboards in commer
cial and lndustrlal zones that are actually 
primarily rural is the greatest loophole in 
the Highway Beautification Act. 

This loophole could be eliminated by: 
Initiating a freeze on the designation of 

additional commercial and industrial zones 
similar to that in the Bonus Act. 

Redefining "unzoned commercial and in
dustrial areas" to limit this designation to 
areas of s1gn1ftcan t commercial and indus
trial activity. 

Requiring that billboards be located near 
actual commercial or industrial uses. This 
would ellmina.te the problem of anticipatory 
or false commercial and industrial zones. 

Some control of on-premise sign is also 
necessary to eliminate obvious abuses such 
as the huge signs that tower over the land
scape near interchanges. The~e regulations 
would not n ::ed to be complex; only size and 
height llmitatlons are essential. 

The size and spacing limitations for blll
boards ln commercial and lndustrlal areas 
should also be reassessed. The present re
quirements are so broad that they provide no 
real limitation on outdoor advertisers and 
serve merely to shield the industry from 
effective local regulation. The requirements 
should either be revised so as to be effective 
or else be eliminated. 

Alternative motorist information services 
should be provided. A first step would be to 
establish "logo" information signing on all 
rural freeways. These signs, w~ich are located 
on the right-of-way, display panels showing 
brand names, trademarks, and names of busi
ness establishments. Separate blue panels are 
erected in advance of interchanges for gas, 
food, lodging, and camping facllltles (U.S. 
Department of Transportation 1974) . Firms 
near the interchange and meeting certain cri
teria can furnish panels containing a brand 
·name logo or other type of name identlftca
tion to be placed on these panels. A few 
states, notably Virginia and Oregon, have 
made extensive use of the logo signs, and a 
number of other states have begun similar 

programs. After years of experimentation 
there are no longer valid reasons to delay 
implementation of such a program. 

REMOVAL OF NONCONFORMING SIGNS 

The principle of mandatory compensation 
for the removal of nonconforining signs un
der the Highway Beautification Act appears 
to be firmly established, and it is unllkely 
that Congress would be willing to eliininate 
this provision. Even so, the removal program 
could be made much more realistic and effec
tive. First, rules and regulations regarding 
the replacement, repair, and refurbishment 
of nonconforming signs should be revised so 
that these signs would actually dep1·eclate 
as the years advance. This is consistent with 
generally accepted practices regarding non
conforming uses and would make it possible 
to eliminate these signs over a reasonable 
period of time. 

Second, the monies that are available for 
sign removal should be utllized for maximum 
benefit rather than frittered away as is cur
rent practice. Nonconforming signs on the 
heavily traveled interstate system should be 
completely removed before any funds are ex
pended on the primary system. Exceptions 
to this rule could be made for especially 
scenic roads, but the program should defi
nitely involve removal of all nonconforming 
signs on a particular stretch of highway. 
Partial removals leave llttle discernible visual 
improvement for the average motorist. 

These steps would make it possible to 
conduct a meaningful billboard removal 
program within a reasonable period of time. 
Obviously, this is not being achieved under 
the current program. 
BILLBOARD CONTROL: THE FORGOTTEN ENVIRON• 

MENTAL ISSUE 

The outdoor advertising Industry has been 
able to dismember the Highway Beautlftca
tion Act almost unimpeded ln recent years 
and reduce it to near total ineffectiveness 
because the Act has been virtually aban
doned by environmentallsts. Even though 
billboard control was one of the first lm
portan t environmental Issues, it now is 
seemingly out of vogue wlth these groups. 

Effective billboard control can stlll be 
achieved under the Highway Beautification 
Act lf signlftcant publlc support can be 
mobilized in support of extensive amend
ments and vigorous administration. Other
wise, perhaps it would be preferable to 
acknowledge failure as Senator Stafford sug
gests, and repeal the Act. 

In his proposed budget for fiscal year 1980 
Pre~ident Carter has recommended that 
funds be discontinued for the Highway 
Beautification program. On February 6th, 
Senator Robert Stafford, the program's 
greatest supporter In the Congress, Intro
duced a b111 to repeal the mandatory pro
visions of the act. The Senator explained 
that "The purposes this act was intended to 
achieve have been to a large degree per
verted. The act has become more a protec
tion for billboards than the cau~e for their 
removal." Senator Stafford wa.s attacked as 
a "rabble-rouser" by an official of the Out
door Advertising Association of America, who 
praised the act as "a worthy endeavor that 
should continue." Hearings on the bill are 
scheduled for this summer. 

FOOTNOTES 

1 For a review of these local efforts see 
Floyd and Shedd (1979); Travers (1975a, 
1975b); and Wllllams (1974-1975, Chapter 
11, 120-127). 

2 Federal Ald Highway Act of 1958, 23 U.S.C. 
sec. 131. 

a Public Law 86-342 (1959). 
'Th.e flavor of the Court's opinion can be 

gathered from the fol!owtng excerpt: 
"We telieve this matter is important enough 

to justify the following observations. Private 
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property ts the antithesis of Socialism or 
Oommuntsm. Indeed, it ts an insuperable 
barrier to the establishment of either col
lective system of government. Too often, as 
in this case, the desire of the average citizen 
to secure the blessings of a good thing like 
beautification of our highways, and their 
safety blinds them to a consideration of the 
property owner's rights to be saved from 
ha.rm by even the government. The thought
less, the irresponsible, and the misguided 
wm likely say that this court has blocked 
the effort to beautify and render our high
ways safer. But the actual truth is that we 
have only protected constitutional rights by 
condemning the unconstitutional method to 
attain such desirable ends, and to emphasize 
that there is a perfect constitutional way 
which must be employed for that purpose. 
..• State Highway Department v. Branch, 
222 Ga. 770, 152 S.E. 2d 372 (1966) ." 

I 23 U.S.C. Sec. 131. 
•Testimony given before a publlc hear

ing to consider a challenge to the constitu
tionality of the State College Borough, Penn
sylvania. Sign Ordinance 888 (March 13, 
1978). 

1 For a review of legal issues concerning the 
Highway Beautification Act see Cunningham 
(1973). 

•Georgia. Laws, 1967 Session, No. 271. 
•State of South Dakota v. Volpe, 353 F. 

Supp. 335 (S.D. S.D. 1973). 
10 Hogen v. South Dakota State Board of 

Transportation, 245 N.W. 2d 493 (1976). 
u House B111 No. 786, 52d Sess., Legislature 

of the State of South Dakota (Aprill, 1977). 
12 Final Determination and Order by Sec

retary of Transportation Brock Adams, No
vember 9, 1978. 

13 Letter from G. B. Saunders, Chief, Real 
Property Acquisition Division, Federal High
way Administration (June 17, 1977). 

u State of Vermont v. Brinegar, 379 F. 
Supp. 606 (D.C. Vt. 1974). 

15 Saunders letter, op. cit. 
1e 23 U.S.C. Sec. 131 ( o). 
11 PubUc Law 95-599, Nov. 6, 1978. 92 Sta

tues at Large 2689. 
u Art Neon Co. v. The City and. County of 

Denver, 448 F. 2d 118 (loth Cir. 1973) cert. 
<lenied 417 U.S. (1974). 

19 Modfeska Sign Studios, Inc. v. Berle, 402 
N.Y.S. 2d 359, 373 N.E. 2d 255 (N.Y. ct. of 
App.1977). 

ao Naegele Outt!oor Advertising Company o/ 
Minnesota v. Vlllage o/ Minnetonka, 281 
Minn. 492, 162 N.W. 2d 206, 213, (Minn. Sup. 
Ct.1968). 

21 rnhabitants of the Town of Boothbay 
and. State of Maine v. National Advertising 
Company, 347 A2d 419 (Sup. Judicial Ct. of 
Me.1975). 

22 City of Doraville v. Turner Communica
tions Corporation, 236 Ga. 385, 223 S. E. 24 
798 (Ga. Sup. Ct.1976). 
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DR. DONALD KENNEDY 

Mr. NELSON. Mr. President, one of 
this Government's most capable and ded
icated public servants, Dr. Donald Ken
nedy decided to return to private life 
atter' serving as Commissioner of the 
Food and Drug Administration <FDA> 
for 2 years. 

During his tenure at FDA, Dr. Ken
nedy and his staff has shown an uncanny 
willingness and ability to tackle issues of 
great public concern such as saccharin, 
nitrites, and DES, and made significant 
progress on drug regulation reform. In 
a period of only 2 short years, Dr. Ken
nedy raised both the status of and morale 
within the beleaguered FDA. 

Dr. Kennedy's dynamic and far
sighted leadership has drawn praise from 
all parties, consumers as well as industry 
representatives, who are subject to FDA 
regulatory functions. The following ar
ticle in the June 28 issue of the Washing
ton Post is one of numerous articles re
counting Dr. Kennedy's many accom
plishments. 

I ask unanimous consent that this ar
ticle be printed in the RECORD. 

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

KENNEDY'S Knm FAREWELL TO FDA 
(By Marian Burros) 

Often departing government officials take 
potshots at the bureaucracy. But Dr. Donald 
Kennedy, commissioner of the Food and Drug 
Administration for a little over two yea.rs. 

leaves omce tomorrow generally satisfied 
with every branch of the government. 

His only real complaints are reserved for 
those who criticize the system. In light of 
his victories in the pa.st 10 days, Kennedy 
may have a point. 

On Friday, Kenned.y is expected to sign an 
order banning the use of DES ( diethylstil
bestrol) in animal feed. It will have ta.ken 
seven years and one botched attempt by the 
agency to ban the hormone. This time Ken
nedy ma.de sure 1 t was done rlgh t. 

Some daughters of women who used DES 
during pregnancy have suffered a rare form of 
vaginal cancer; and some male offspring have 
suffered testicular abnorma.lltles. 

Last week the Supreme Court gave the 
FDA the authority it sought to ban Laetrile 
as a cancer drug. 

On Monday of this week, the Oftlce of Tech
nology Assessment, an a.rm of Congress, con
firmed FDA's position that antibiotics used 
in animal feed as a growth promoter may be 
making human bacteria more resistant to 
the drugs. 

That same day FDA issued its final regula
tions for labeling yellow No. 5 artificial color
ing, also known as tartrazlne. Many people 
are allergic to it, but have been unable to 
determine 1f it ls used in a particular product 
since the presence of artificial colors ls listed 
on labels generically. Beginning in June 1980, 
all drugs that contain the color will have to 
Ust its presence on the label, as "yellow No. 
5 and tartrazine." By July 1981, foods con
taining the color also will have to list its 
presence. 

Kennedy, the first non-physician to head 
the agency, admits that the bureaucracy 
works slowly, but he has come to appreciate 
it even more than he did during the begin
ning of his tenure. In December 1977, he said 
that he was "occasionally frustrated by their 
tendencr to want to keep a very close hold 
on their own operations." In an interview 
earlier this month he conceded that "the bu
reaucracy ls a pretty damn good institution. 
If I have one wish, it would be that the kind 
of respect that used to b.> attached to it wm 
be reattached." 

The current attack on the bureaucracy ls 
the only thing he found frustrating about 
his job. "It's sort of trendy to criticize the 
bureaucracy. Pol1ticians run against the bu
reaucracy and are getting votes for it. If that 
goes on, people who go in for public service 
are going to decide not to do that. I think 
the people who are criticizing wm be very 
disappointed that what they have run out 
o! town has to be reinvented." 

Kennedy said the slow pace of the govern
ment results because "this society goes to a 
lot of pain to make sure that somebody can't 
get taken to the cleaners because they don't 
have a chance to be heard on an issue." 

The former Stanford University professor 
of biology, who gets high marks on hls per
formance from almost everyone, regrets that 
he did not stay on the job for the four yea.rs 
he had said were necessary to accompllsh 
anything. So does Michael Jacobson, director 
of the Center for Science in the Publlc In
terest and a sharp critic of the two previous 
FDA commissioners. 

Said Jacobson: "Kennedy 1s bright, candid, 
articulate and approachable. His best marks 
are in the area of explaining to people why 
the tests using huge doses of chemicals to 
evaluate food additives are appropriate and 
valld. I think he fought very hard and very 
eloquently on saccharin being outlawed. 

"When he leaves, presumably the bureauc
racy will reassert itself. The real disappoint
ment is he was here two years instead of 
four. His problems on nitrite and saccharin 
lie not with him but with congress and the 
tremendous pressure industry ls putting on 
Congress." 

Kennedy, however leaves office with posi-
tive feelings about Congress, industry and 
consumers. 
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He is "encouraged by the considerable dif

ference I see in the congressional attitude 
now" toward some sort of a ban on saccharin 
and the one he saw when he first testified a 
little over two years ago. "Then there was 
unambiguous, unallayed outrage. Now the 
line is quite different and each report shows 
that FDA has acted correctly." But Kennedy 
said he was "actually impressed with how 
fair" his treatment by Congress has been. 

Congress returns the compliment. Said 
Chris Hitt, a member of the Senate Nutrition 
Subcommittee sta1f, "Kennedy brought to 
the FDA an authority and cred1b111ty that 
had been missing for years. It's a shame he's 
leaving. You have to think in five-year blocks 
around here to achieve something." 

(While waiting for Congress to do some
thing about saccharin, Kennedy advises par
ents either to be "very cautious about al
lowing their children to drink saccharin
sweetened drinks or to ban them outright.") 

Kennedy described the pressure put on hlm 
by spechl-interest groups as "reasonably in
tensive, but not outrageously aggressive." He 
is not quite so generous, however, in his ap
praisal of the performance of the Calorie 
Control Council, an association of diet soft 
drink and food processors, which produced a 
media blitz to keep saccharin from being 
banned. "I thought it was very much counter 
to the public interest. I was a little astound
ed at the amount of money being spent," he 
said. 

"I didn't like it very much. One of the as
pects of the Calorie Control Council's cam
paign that troubled me was their use of 
newspaper ads With tear-out cllps to be 
mailed to FDA, which saturated our hearing 
clerk's comment-receiving system, Mld their 
numerous harassing Freedom of Informa.
tion requests. They were ta.king advantage of 
a public-access statute." 

Though he agrees "there ls not a good 
balance" between public interest and spe
cial interests, "the public interest groups 
a.re learning and are getting stronger. They 
make up in dlllgence and often in ingenuity 
what they lack in financial support. They 
give a ~ood account of themselves. 

"Federal agencies ought to be helping them 
to give a good account of themselves," he said 
and mentioned the proposals to help publlc 
interest groups participate In government 
decisions by paying attorneys' fees, etc. 

Kennedy's only serious complaint about his 
agency has to do With research faclllties. 
"Our reseirch labs and facllltles are in 15 dif
ferent bulldlngs just in Washington. Half of 
our people spend just an outrageous a.mount 
of time commuting back and forth. The Bu
reau of Food labs are in spaces not even de
signed as labs. We are not going to meet even 
reasonable safety standards within a year or 
two. We desperately need to get modern lab 
space. I! something isn't done, I am trou
bled about the quality of protection for the 
American people." 

Otherwise, Kennedy, who returns to Stan
ford University as provost, thinks ~hlngs are 
going along reasonably well. The fast-food 
compJnles seem to be willlng to use nutri
tion labeling on their products, he said. The 
proposal to label alcoholic beverages with a 
limited ingredient statement ls "going along 
reasonably well" and changes ln food label
ing wm be under way before he leaves 
omce. 

Kennedy ls certain tha.t a suitable forma.t 
can be found for putting nutrition infor
mation on food labels. "The world must be 
full of people who can make understandable 
formats. After all, we can all find our way 
around lntematlonal airports. We ought to 
be able to do as well for the food we eat as 
the roads we drive on." 

His greatest success, however, he feels ls 
not 1n the food area but in the introduction 
Clf new legislation for comprehensive drug re
rorm. It also is, he said, his greatest failure. 
The legislation has not been passed. 

Overall, Kennedy said he bas enjoyed his 

job enormously and wouldn't mind coming 
back some da.y. 

As Secretary of Health, Education, and 
Welfare? 

"Oh I Some day in the wild dista.nt future 
it might be an Interesting Job," he said with 
a big smile. 

THE WITHDRAW AL OF PUBLIC 
LANDS 

Mr. STEVENS. Mr. President, there is 
a great controversy raging in this Con
gress regarding the recent actions by the 
Carter administration to withdraw 
nearly 125 million acres of public lands 
from uses under the public land laws. It 
is my position that Congress has the con
stitutional authority and duty to act to 
insure that final disposition of public 
lands in Alaska is rationally and reason
ably decided. 

In making the withdrawals in Decem
ber, the President stated that these with
drawals were made only to a.Ilow Con
gress the time to act. I vehemently dis
agree with the President that these with
drawals were necessary because adequate 
protection under existing withdrawals at 
the time were adequate. 

Nevertheless, it is important that Con
gress act to provide for rational and rea
sonable land use. planning on these lands. 
A recent editorial by the Arizona Repub
lic indicates the importance of sound 
legislation. That editorial points out that 
the same environmental extremists who 
fought for years to prevent the develop
ment of the North Slope and the con
struction of the Alaska pipelines are 
making unreasonable demand is for wil
derness and other restrictive classifica
tions on Alaska's public lands. It is im
portant that Congress view this issue in 
a sound and reasonable manner. It is our 
duty and responsibility to insure that 
America's public lands are managed 
properiy. 

Mr. President, I ask unanimous con
sent that the editorial entitled "Ban on 
Development,'' be printed in the RECORD. 

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

BAN ON DEVELOPMENT 

Despite intense lobbying by conservation
ists and the Carter administration, a blll to 
put 102 million acres of Alaska off limits to 
development !ailed to get through Congress 
earlier this year. 

Now, the a.dminlstration has done what 
Congress balked at doing-and then some. 
Using the authority granted hlm under a sec
tion of the Bureau of Land Management or
ganic Act, Secretary of the Interior Cecll 
Andrus has set aside 110 m1111on acres for 
three years. 

And President Carter has nailed down 56 
milllon of those acres by designating 17 areas 
as national monuments under the Antiqui
ties Act of 1906. 

We quite agree that parts of Alaska should 
be preserved so that our grandchlldren and 
thelr grandchildren can see that our natlon 
once wasn't all paved over. 

However, 110 mllllon acres do seem ex
cessive. 

That's almost a third of Alaska. It's an 
area larger than California. With a. stroke of 
his pen, Andrus has doubled the size of the 
national Wild Life Refuge and the National 
Park systems. 

And, on top of this, the a.ct granting state
hood of Alaska provides that 44 milllon acre.s 

be set aside for the Eskimos, Aleuts and In
dians. 

The Alaskan Wilderness ls a place of great 
natural beauty, and therefore a valuable 
natural resources, but the state has other 
resources, too, and they must be tapped for 
the future prosperity of the nation. 

The com:ervationists !ought for years to 
prevent the development of the North Slope 
and the construction of the Alaska pipeline. 
Fortunately, they lost the fight. Had they 
won, the nation's dependence on foreign oil 
would be even greater than now, and the 
dollar even shakier. 

They are celebrating a great victory now, 
but the administration's actions will come up 
for review by the next Congress. We hope 
Congress decides that it's not necessary or 
advisable to bar quite so much land from 
development. 

We enjoy a primeval forest as much as 
the next man-but 110 mllllon acres? 

MESSAGES FROM THE PRESIDENT 
Messages from the President of the 

United States were communicated to the 
Senate by Mr. Marks, one of his secre
taries. 

EXECUTIVE MESSAGES REFERRED 
As in executive session, the Presid

ing Officer laid before the Senate 
messages from the President of the 
United States submitting sundry nom
inations, which were referred to the ap
propriate committees. 

<The nominations received today are 
printed at the end of the Senate pro
ceedings.) 

MESSAGES FROM THE HOUSE 
At 10:04 a.m., a message from the 

House of Representatives delivered by 
Mr. Berry, one of its reading clerks, an
nounced that the House disagrees to the 
amendments of the Senate to H.R. 3363, 
an act to authorize appropriations for 
fiscal years 1980 and 1981 for the De
partment of State, the International 
Communication Agency, and the Boa.rd 
for International Broadcasting; requests 
a conference with the Senate on the dis
agreeing votes of the two Houses there
on; and that Mr. ZABLOCKI, Mr. FASCELL, 
Mr. SoLARZ, Mr. PEASE, Mr. MICA, Mr. 
BARNES, Mr. GRAY, Mr. BOWEN, Mr. 
BROOMFIELD, Mr. DERWINSKI, Mr. BU
CHANAN, and Mr. PRITCHARD were ap
pointed managers of the conference on 
the part of the House. 

ENROLLED Bll.L SIGNED 

The message also annonced that the 
Speaker has signed the following en
rolled bill: 

H.R. 3978. An act to amend the Federal 
Trade Commission Act to exempt sa.vlngs and 
loan institutions from the application of 
certain provisions contained in such Act. 

The enrolled bill was subsequently 
signed by the President pro tempore <Mr. 
MAGNUSON). 

At 1: 06 p.m., a message from the House 
of Representatives delivered by Mr. 
Gregory, one of its reading clerks, an
nounced that the House has passed the 
bill <S. 975) to authorize appropriations 
for fiscal year 1980 for intelligence activ
ities of the U.S. Government, the Intel
ligence Commtinity Staff, the Central In-
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telligence Agency Retirement and Dis
ability System, and for other purposes, 
with amendments; that the House in
sists upon its amendments to the bill and 
requests a conference with the Senate 
on the disagreeing votes of the two 
Houses thereon; and that Mr. BOLAND, 
Mr. BURLISON, Mr. ZABLOCKI, Mr. MINETA, 
Mr. ROBINSON, and Mr. WHITEHURST, and 
for consideration of differences with the 
Senate on intelligence-related activities, 
Mr. PRICE, Mr. !CHORD, and Mr. BOB WIL
SON were appointed managers of the con
ference on the part of the House. 

The message also announced that the 
House has passed the following bills and 
joint resolution, in which it requests the 
concurrence of the Senate: 

H.R. 827. An act to establlsh dispute res
olution procedures and an arbitration board 
to settle disputes between organizations of 
supervisors and other managerial personnel 
and the United States Postal Service; 

H.R. 4616. An act to make certain tech
nical and clerical amendments to title 5, 
United States Code; and 

H.J. Res. 353. A joint re£olution con
gratulating the men and women of the 
Apollo program upon the tenth anniversary 
of the first manned landing on the Moon 
and requesting the President to proclaim 
the period of July 16 through 24, 1979, as 
"United States Space Observance". 

At 5: 09 p.m., a message from the 
House of Representatives delivered by 
Mr. Gregory, announced that the House 
has passed the following bill in which 
it requests the concurrence of the 
Senate: 

H.R. 827. An act to establish dispute res
lution procedures and an arbitration board 
to settle disputes between organizations of 
supervisors and other managerial personnel 
and the United States Postal Service; to 
the Committee on Governmental Affairs. 

H.R. 4616. An act to make certain tech
nical and clerical amendments to title 5, 
United States Code; to the Committee on 
Go•ernmental Affairs. 

HOUSE BILL PLACED ON THE 
CALENDAR 

The following bill was read twice by 
its title and placed on the calendar: 

H.R. 4057. An act to increase the fiscal 
year 1979 authorization !or appropriations 
!or the food stamp program. 

REPORTS OF COMMI'ITEES 
The following reports of committees 

were submitted: 
By Mr. JOHNSTON, from the Committee 

on Appropriations, with amendments: 
H.R. 4388. An act making appropiratlons 

for energy and water development for the 
fiscal year ending September 30, 1980, and for 
other purposes (Rept. No. 96-242). 

By Mr. GRAVEL, from the Committee on 
Fina.nee, without amendment: 

S. Res. 188. A resolution relating to transi
tional rules for tax exempt mortgage bonds 
(Rept. No. 96-243). 

By Mr. CRANSTON, from the Committee 
on Veterans' Affairs: 

ending September 30, 1980, and !or other 
purposes (Rept. No. 96-246). 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. CANNON, from the Committee on 
Commerce, Science, and Transportation: 

Samuel B. Nemirow, of Virginia, to be As
sistant Secretary of Commerce for Maritime 
Affairs. 

Tyrone Brown, of the District of Columbia, 
to be a Member of the Federal Communica
tions Commission. 

The following-named persons to be Mem
bers of the Board of Directors of the Corpora
tion for Publlc Broadcasting: 

Geoffrey Cowan, of California: 
Kathleen Nolan, of California; 
Paul S. Friedlander, of Washington: 
Howard A. White, of New York: 
Michael R. Kelley, of Virginia: 
Michael A. Gammino, Jr., of Rhode Island: 

and 
Jose A. Rivera, of New York. 

<The above nominations from the 
Committee on Commerce, Science, and 
Transportation were reported with the 
recommendation that they be confirmed, 
subject to the nominees' commitment to 
respond to requests to appear and testify 
before any duly constituted committee of 
the Senate.> 

FOREIGN CURRENCY REPORTS 
Special Report Pursuant to Section 302 (b) 

of the Congressional Budget Act of 1974 
(Rept. No. 96-244). 

By Mr. SASSER, from the committee on In accordance with the appropriate 
Governmental Affairs, with an amendment: provisions of law, the Secretary of the 

H.R. 4057. An act to increase the fiscal s. 221. A blll to establish a congressional Senate herewith submits the following 
year 1979 authorization !or appropriations award program for the purpose of recognizing reports of standing committees of the 
for the food stamp program. excellence and leadership among young peo- Senate, certain joint committees of the 

pie (Rept. No. 96-245) · Congress, delegations and groups, and 

HOUSE BILLS REFERRED 
By Mr. EAGLETON, from the Committee select and special committees of the Sen-

on Appropriations, wtth amendments: ate, relating to expenc;e5 incurred in the 
H.R. 4387. An act making appropriations 

The following bills were read twice by for Agriculture, Rural Development, and performance of authorized foreign 
their titles and referred as indicated: Related Agencies programs for the fiscal year travel: 

CONSOLIDATED REPORT OF EXPENDITURE OF FOREIGN CURRENCIES AND APPROPRIATED FUNDS FOR FOREIGN TRAVEL BY MEMBERS AND EMPLOYEES OF 
THE U.S. SENATE COMMITTEE ON FINANCE, FROM -APR. 1, TO JUNE 30, 1979 

Per diem Transportation Miscellaneous Total 

Name and country 
Name of 
currency 

Foreign 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 

Foreian 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 

ForeiRn 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 

Foreign 
currency 

Senator Roth: 

U.S. dollar 
equivalent 

or U.S. 
currency 

ErypL..................... • Egyptian pounds 210. 00 300. 00 ••• •••••••••••••••••••••••• •••••••••• ••••••••••••••••••• 210. 09 300. 00 

~s;~3!-Aratifa~~==:=:=:=:===:=:========= ~~~~~!~~~-u_n_~s_._._~~==== 3
' m: ~g m: gg ----~~:~~~~~- m: ~ ============================ 

13
' m: ~~ ~~~: ~ 

~~~~~~~~~~~~~~~~~~~---'~~~~~~~~~~~~~~~~~ 

Total.................................................................. 663. 00 ••••••• •• •• ••• 735. 40 •••••••••••••• ••••••••• ••••••••••••••••••• 1, 398. 40 

June 28, 1979. 
RUSSELL B. LONG, 

Chairman, Committee on Finance. 

CONSOLIDATED REPORT OF EXPENDITURE OF FOREIGN CURRENCIES AND APPROPRIATED FUNDS FOR FOREIGN TRAVEL, COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS, 
U.S. SENATE, EXPENDED BETWEEN JAN. 1 AND DEC. 31, 1979 

Name and country 
Name of 
currency 

fena'or Pete V. Domenici. Mexico ••••••••••• Peso ••••••••••••••••• 
Louis H. Gallegos: Mexico •••••••••••••••••• Peso ••••••••••••••••• 

Per diem Transportation Miscellaneous 

Foreign 
currency 

1, 412. 50 
1, 512. 50 

U.S. dollar 
equivalent 

or U.S. 
currency 1 

Foreign 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency t 

Foreign 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 1 

62. 09 ............•.....................•••••..•..........••.• 
67. 22 .••.••.•.....•••............................•........... 

Total 

Foreign 
currency 

1, 412. 50 
1, 512. 50 

Total ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 129. 31 ....................................•..•...........•..........•....... 
1 If foreign currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended. 

RECAPITULATION 

~~r:;~~rf ~t~3'f~~~~;5fr~~~~~~~~v:~~~~~= :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :::: :: :: :: :: :: :: :: :: == == :: == == == == == == :: :: 

Total ........................................................................................................................................ ----············· 

U.S. dollar 
equivalent 

or U.S. 
currency 1 

62.09 
67.22 

129. 31 

Amount 
$129. 31 
673.64 

802. 95 

June 21, 1979. 
JENNINGS RANDOLPH, 

Chairman, Committee on Environment and Public Works. 
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CONSOLIDATED REPORT OF EXPENDITURE OF FOREIGN CURRENCIES ANO APPROPRIATED FUNDS FOR FCREIGN TRAVEL BY MEMBERS ANO EMPLOYEES OFTHE U.S. SENATE COMMITTEE 

ON FOREIGN RELATIONS, FROM APRIL 13 TO APRIL 23, 1979 

Per diem Transportation Miscellaneous 

Name of 
Name and country currency 

Senator Frank Church: 
P.R.C • • __ ---- __ ---- -------- ---- ------ Yuan _____________ ----
Japan-------------- ________ ---------- Yen _________________ _ 

Senator Jacob K. Javits: 
P.R.C. _________ ---- __ ---- ---- -- -- -- __ Yuan ___________ ------
Japan________________________________ Yen------ ___________ _ 

Senator Joseph R. Biden, Jr.: 
P.R.C •• - - ---- ____ ---------- -------- -- Yuan _________ -- ------
Japan ________ ---------- ________ ______ Yen ______ -------- ___ _ 

Senator Paul Sarbanes: 

f a~a~ -_: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: ~~~~::::: :: :: :: :: :: :: 
Senator Edward Zorinsky: 

P.R.C •• ------ ---- -- ---- ------ -------- Yuan _______ ----------
Japan ______________ ---------- -- ------ Yen __________ --------

William B. Bader: 

ra:a~·-: :: :: :: :: :: :: :: :: :: :: :: :: :: :: :: ~~~~ ::::: :: :: :: :: :: :: 
Albert A. Lakeland, Jr.: 

P.R.C •• ------------ ------------------ Yuan •• -------------
Japan •• ------------------------------ Yen •• --- • -----------

William J. Barnds: 
P.R.C __ ---------------- -- - ----- ------ Yuan •• --- -----------
Japan __ ------------------------------ Yen ______ -----------

Joanne Novins: 

Foreign 
currency 

594. 86 
67, 005 

594. 86 
67, 005 

594. 86 
60, 685 

594. 86 
67,005 

594. SE 
67, 005 

594.86 
67, 005 

594. 86 
66, 198 

594. 86 
57, 005 

P.R.c ______________________ ---------- Yuan________________ 594. 86 
Japan _________ ---------- __ -------- -- Yen ____ ------------- 62, 623 

Cleve Corlett: 

U.S. dollar U.S. dollar U.S. dollar 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. 
currency currency currency currency currency 

375. 00 ------------ ------------ -- ---------- -- -- -- -- -- ---- -- ----
309. 00 ------ -- -- ------ -------- ------ -------- -- ---- -- -- ------ --

375. 00 ---- ------ ---- ------ ---------- -- -- -- -- -- -- -- -- ---- ------
309. 00 -- -- -- ------ ---- -- -- -- -- ---- ---- ---- -- -- -- -- -- -------- --

375. 00 -- -------- ---- ------ ---- ---- ---- -- -- ------------ ---- ----
279. 37 -- -- -- -- ---------- -- ------ ---- -- ---- ------------ ------ --

375. 00 -- -- ------ -------- -- ---- -- ---- ------------ ------ ---- ----
309. 00 -- ---- ---------------- -- ------ ---- -- ---- -- -- -- -- --------

375. 00 -- -------- ---------------- -- -------------- ------ --------
309. 00 -- ---- -------- ---- ------ -- ------------------ ---- ------ --

375. 00 -- ---- ---- ------ ---------- -- · - ---- ---- -------- ------ -- --
309. 00 -- -- -- ------------------ -- -- ---- ------------ ------------

375. 00 -- -- -- -- -- -- -- -- ------ ---- ---- ---- ------ -- -- -- -- -- -- -- --
305. 22 -- -- ------ ---- -- -- -- -- ---- -- -- -- -- -- -- -- ---- ---- --------

375. 00 -- ---- -- -- -- -- ---- -- -- -- -- -- -- ---- -- -- -- -- -- -- -- -- ---- --
309. 00 -- -- -- -- ------ ------ -- -- -- -------- -- -- -- -- ------ -- ------

375. 00 ------ ---- -------- -- ---- -- ---- ---- ---- -- ------------ ----
289. 00 -- ------ -------------------------------- ----------------

P.R.C. _ -------------------- ------ ---- Yuan __ -- ------------ 594. 86 375. 00 ------------ ---------- ---- ---------- --------------------
Japan Yen _ --- ---------- 55, 955 257.19 --------------------------------------------------------

Marcy.RK.rca_ii_se_-_: ----------~ --------~----~ -_-_-_-_ --------------~---_ Yuan-_-____ -__________ _ 
p - - - - 594. 86 375. 00 --------------------------------------------------------
Japan ____ -------------------- -- - ----- Yen _____ ---- -------- 67, 005 309. 00 ---------------------------------- -------- --------------

Total 

Foreign 
currency 

594. 86 
67, 005 

594. 86 
67, 005 

594.86 
60, 685 

594.86 
67, 005 

594. 86 
67, 005 

594. 86 
67,005 

594.86 
66, 198 

594. 86 
67, 005 

594.86 
62,623 

594.86 
55, 955 

594.86 
67, 005 

Oetegi tion expenses: P.1 .c. ______________________ ___ ______ Yuan ______________________ ___ ___ __________________________________________________________ _ 
Ja1 an •• ______ ____________ -- - _________ Yen ______ _________________________________________________________________________________ _ 2, 231. 50 --------------

3, 345. 51 --------------

Total. _________ -- -- - - - - - - - - - - - - - - - - - - - - -- - - - - -- - - - - -- -- - - -- - • - - - • - - - - - - - 7, 518. 78 ----------------·------------------------- 5, 577.01 --------------

U.S. dollar 
equivalent 

or U.S. 
currency 

375.00 
309.00 

375. 00 
309.00 

375. 00 
279. 37 

375. 00 
309.00 

375.00 
309. 00 

375.00 
309.00 

375.00 
305.22 

375. 00 
309. 00 

375.00 
289.00 

375.00 
257.19 

375.00 
309.00 

2, 231. 50 
3, 345. 51 

13, 095. 79 

Note: Delegation expenses include direct payments and reimbursements to State Department and Defense Department under authority of sec. 5028 of the Mutual Security Act of 1954, as amended 
by sec. 22 of Public Law 95-384, and S. Res. 179, agreed to May 25, 1977. 

FRANK CHURCH, 
June 28, 1979. · Chairman, Committee on Foreign Relations. 

CONSOLIDATED REPORT OF EXPENDITURE OF FOr.EtGN CURRENCIES AND APPROPRIATED FUNDS FOR FOREIGN TRAVEL, SELECT COMMITTEE ON INTELLIGENCE, 
EXPENDED BETWEEN APRIL 1 AND JUNE 30, 1979 

Per diem Transportation Miscellaneous Total 

U.S. dollar U.S. dollar U.S. dollar 

Name of Foreian 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. Foreign 
Name and continent currency currency currency i currency currency i currency currency i currency 

Senator Jchn Chafee: Europe _________________________ • __________ ______________ ______________________________________________________________ • _____________________ _ 
Donald J •. Planty: Europe •• ______________ ---- _________ __________ • _______ • ____________ • ______ • ________ • ____ • __ ____________________________________ • _________ • _______ _ 

Total ••• __ • --- •• - - -- -- - • _. -- - • -- • - • - - --- - • -- - - - - -- •••• -- - - - - -- - - - - - - • - - •• - - - • -- - • - - - • - • - - - • - - - -- •• -- -- - - -- - - - --- - - - - -- • - • - - - - - -- - - - - -- - - -- - -- - -- - ---- - • -- - -

U.S. dollar 
equivalent 

or U.S. 
currency t 

2, 008. 78 
1, 495. 02 

3, 503.80 

i tf foreian currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended. 
BIRCH BAYH, 

Chairman, Select Committee on lntelliaence. 

CONSOLIDATED REPORT OF EXPENDITURE OF FOREIGN CURRENCIES AND APPROPRIATED FUNDS FOR FOREIGN TRAVEL, COMMITTEE ON APPROPRIATIONS, EXPENDED BETWEEN MAY 24 
AND JUNE 5, 1979 

Per diem Transportation Miscellaneous Total 

U.S. dollar U.S. dollar U.S. dollar 

Name of Foreign 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. Foreign 
equivalent 

or U.S. Foreign 
Name and country currency currency currency 1 currency currency 1 currency currency 1 currency 

Senator Lawton Chiles: 

l!~~eL:::::::::::::::::: :::::::::::: ~~~ii<C:::::::::::::: 12~: ~~ ~~~: ~ :::::::::=============================================== 12~: ;~~ 
Jordan _____________ _________ _____ ____ Dinar______ __________ 19. 80 64. 71 ------ ---- ---------------------------------------------- 19. 800 

~m~-Aratifa=::::::::::::::::::::::::: ~fy~l~---~==::: :::::::: m: gg 2~g: ~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::: 1~~5~gg 
Airline ticket from Washington, D.C. to -------- - - ---- -- ------ ---------- -- ---------------- ______ -------- 964. 00 --------- - ---------------- ------ ------ ----

Rome, Italy, and return. 
Less reimbursement by personal check ____________ ------ ________ ______ ____ ---------- __________________ ------ ______ ------ ____ - - -- ---- -- ------ -------- -- ---- -- --

for expenditures of a personal nature. 
Richard L. Collins: 

l~~~e-c::::::::::::::::::::::::::::: ~~~iiic:::: :::::::::: 12~: ~gg !~g: ~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::: 12~: ~gg 
Jordan •• ---- - --- - ------- ---- -- ------ -- Dinar____ ___ ___ ______ 21. 60 70. 59 ---------- - ------------- -- - --- ---------- - ----- ---------- 21. 60 

m~!-Arabia==:::::::::: :::: :: :: :::: : : ~fyut-_-_::::::::::::: 1~~: ~g 2~t ~ :::::::::::::::::::::::::::::::: :::::::::::::::::::::::: 1~~: ~ 
Airline tic'<et from Washina:ton, O.C. to ----- - - - - - -- - ------------ - - - ----- - ------------------------------ 964. 00 - - --- --------- - -------------------------·-

Rome, lcaly, and return. 
Less reimbursement by personal check ------ _ ·--------- -- - ---. _ .. ____ .. --- - ----. ---------------- ·---- •• _________ -----·-·--- ------ .. -------------- ·----- ·--- ••• 

for expenditures of a personal nature. 
'Footnote at end of table. 

U.S. dullar 
equivalent 

or u.~. 
cu 1ency 1 

150. 00 
287. 57 
64. 71 

225. 00 
58. 37 

964. 00 

-45.00 

150.00 
278. 45 
70. 59 

225. 00 
11. 73 

964. 00 

-45.00 
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Name and country 

William H. Jordan: 

Name of 
currency 

Per diem 

Foreign 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 1 

Transportation 

Foreign 
currency 

U.S. dollar 
equivalent 

or U.S. 
currency 1 

Miscellaneous 

Foreign 
currency 

U.S. dcllar 
equivalent 

or U.S. 
currency i 

Total 

Foreign 
currency 

U.S. dcllar 
equivalent 

or U.S. 
currency 

t~1i~~\~;r~~~~:~~,],;~1.~~~1J~~~-~-rn -:=m=~-_ ____ :;m ______ :~;~_mmmm_-:rnmm-mm~-m_i_i-i~i-immmm=--mm--i 
227. 92 
66 44 

180. 00 
12. 75 

Im. 00 
964. 00 

Delegation expenses: 

l~~~L:::::::::::::::::::::::::::::: ~~~ii<C:::::::::::::::::::::::::::::::::::::::::: 22~; :~~ 2~~; :~~ m: ~~ 
Total ______ - - ---- - - -- ------- - - - -- - - -- - - -- -- ----- - - - - -- -- - ---_-_-__ -_-__ -__ -_-__ -_--2,-1-58-. -53 _______ -_-__ -_-__ -_ --_-_ --3-,-37-8-. 0_4 _______ -__ -_-__ -_-__ -_-_ ---43_1._9_5 _____ -_-__ -____ .:... __ -_-__ ---5,-8-78-. 5-2 

261. 04 ---- - -- - --------------------
225. 00 10, 427 431. 95 

1 If foreign currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended. 

RECAPITULATION 
Foreign currency (U.S. dollar equivalent>--:--- _________ -- ~ -- ___________________________________________________ _____________________________________________________ _ 

Amount 
$5, 878. 52 

Total. ______________ --- ____ -- __ --- _________________ ---- _________________________________________ ---- ____ ---- _______________________________________________ _ 5, 878.52 

July 2, 1979. 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. JEPSEN: 
S. 1483. A bill to amend the Internal Rev

enue Code of 1954 to increase and index the 
amount which may be excluded from tax
able gifts each calendar year; to the Com
mittee on Finance. 

By Mr. TOWER (for himself and Mr. 
BENTSEN): 

S. 1484. A btll to amend the Clean Air Act 
with respect to the prevention and control 
of air pollution in border areas of the United 
States and countries contiguous to the 
United States, and for other purposes; to the 
Committee on Environment and Publtc 
Works. 

By Mr. DURENBERGER (for himself, 
Mr. BOREN, Mr. BOSCHWrrz, and Mr. 
HEINZ): 

S. 1485. A bill to amend the Internal Rev
enue Code of 1954 and the Social Security 
Act to encourage competition tn the health 
insurance industry, to encourage the provi
sion of catastrophic health insurance by em
ployers, and for other purposes; to the Com
mittee on Finance. 

By Mr. CHURCH (for himself, Mr. 
BOREN, Mr. HAYAKAWA, Mr. ROTH, 
Mr. DOMENICI, and Mr. ZORINSKY): 

S. 1486. A btll to exempt family farms and 
nonhazardous small businesses from the Oc
cupational Safety and Health Act of 1970; 
to the Committee on Labor and Human Re
sources. 

By Mr. INOUYE: 
S. 1487. A b111 for the reltef of Alfredo M. 

Magltnao; to the Committee on the Judi
ciary. 

By Mr. NELSON: 
S. 1488. A bill to amend the Internal Rev

enue Code of 1954 to provide for the partial 
exclusion of interest from gross income; to 
the Committee on Finance. 

By Mr. CHURCH (for hin..sel!, Mr. 
GARN, Mr. HATCH, Mr. SIMPSON, Mr. 
WALLOP, and Mr. McCLURE) : 

S. 1489. A btll to consent to the amended 
Bea.r River Compact between the States of 
Utah, Wyoming, and Idaho; to the Commit
tee on the Judiciary. 

CXXV--114~Part 14 

By Mr. WILLIAMS: 
S. 1490. A bill to amend the Woodrow 

Wilson Memorial Act of 1968 with respect 
to the Hubert H. Humphrey Fellowship in 
Political and Social Thought at the Woodrow 
Wilson International Center for Scholars; 
to the Committee on Rules and Administra
tion. 

By Mr. DOLE (for himself and Mrs. 
KASSEBAUM): 

s. 1491. A bill to designate the butlcltng 
known as the Federal Butlcltng, at 211 Main 
Street, in Scott City, Kans., as the "Henry 
D. Parkinson Federal Building"; to the Com
mittee on Environment and Public Works. 

By Mr. NELSON (for himself, Mr. 
DURENBERGER and Mr. PROXMIRE): 

s. 1492. A btll to save the Milwaukee Road's 
freight-carrying capacity; to the Committee 
on commerce, Science, and Transportation. 

By Mr. STEVENSON: 
s. 1493. A btll to create the Department 

of Commerce, Trade and Technology, to con
solidate in such depa.rtment various !unc
tions of the Government with respect to com
merce, international trade and technology, 
and for other purposes; to the Committee on 
Governmental Affairs. 

By Mr. HELMS: 
S . 1494. A bill to enable the United States 

to maintain American security and interests 
respecting the Panama Canal, for the dura
tion of the Panama Canal Treaty of 1977; 
to the Committee on Armed Services. 

By Mr. HATFIELD: 
S. 1495. A b111 to acquire certain lanqs 

so as to assure the preservation and pro
tection of the Potomac River shoreline; to 
the Committee on Energy and Natural Re
sources. 

By Mr. INOUYE: 
S. 1496. A blll to amend the Interstate Com

merce Act to provide for more effective reg
ulation of carriers, and for other purposes; 
to the Committee on Commerce, Science, 
and Transportation. 

S. 1497. A b111 to amend Title 49, United 
States Code, transportation to encourage 
motor carrier efftciency and to provide for 
more etrective regulation of carriers, and for 
other purposes; to the Committee on Com
merce, Science, and Transportation. 

By Mr. MATSUNAGA: 
S. 1498. A btll to amend title II of the 

Social Security Act to provide an alternative 
retirement test for certain individuals re-

WARREN G. MAGNUSON, 
Chairman, Committee on Appropriations. 

ceivtng self-employment income substantie.1-
ly attributable to their activities in a pre
ceding taxable year; to the Committee on 
Finance. 

By Mr.ROTH: 
S. 1499. A blll to promote and encourage 

the formation and utillzation of export trade 
associations, and for other purposes; to the 
Committee on Banking, Housing, and Urban 
Affairs. 

By Mr. BENTSEN: 
S. 1500. A blll to amend the Federal Rules 

of Criminal Procedure to provide certain sen
tencing requirements tn any case in which 
a person commits a felony while admitted 
to ball; to the Committee on the Judiciary. 

S . 1501. A blll to prohibit the pretrial re
lease of any person charged with an act 
of aggrava.ted terrorism; to the Committee on 
the Judiciary. 

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

S. 1502. A b111 to implement the United 
Nations Convention on the Means of Pro
hibiting and Preventing the Illicit Import, 
Export, and Transfer of Ownership of Cul
tural Property; to the Committee on Finance. 

By Mr. HEFLIN (for himself, Mr. 
STEWART, Mr. GOLDWATER, Mr. GLENN, 
Mr. TOWER, Mr. HEINZ, Mr. CHILES, 
and Mr. DECONCINI) : 

S .J. Res. 95. A joint resolution to s.uthor
ize the Commissioner of Education to make 
a grant for the purpose of constructing a 
butlding at Tuskegee Institute tn memory of 
General Daniel "Chapple" James, Junior, and 
for other purposes; to the Committee on 
Labor and Human Resources. 

STATEMENTS ON INTRODUCED 
BilLS AND JOINT RESOLUTIONS 

By Mr. JEPSEN: 
S. 1483. A bill to amend the Internal 

Revenue Code of 1954 to increase and 
index the amount which may be excluded 
from taxable gifts each calendar year; to 
the Committee on Finance. 
THE GIFT TAX EXCLUSION SHOULD BE INCREASED 

•Mr. JEPSEN. Mr. President, today I 
am introducing legislation which will in
crease the gift tax exclusion from $3,000 
per year to $12,000 and index it to the 
rate of inflation thereafter. 



18230 CONGRESSIONAL RECORD-SENA TE July 12, 1979 
CUrrently. one is allowed to give up 

to $3,000 in cash or equivalent property 
to another individual per year without 
having to pay gift taxes upon it. Were 
there no such exclusion one would have 
to pay gift taxes and keep records of 
every Christmas, birthday or wedding 
present. This would clearly be unenf orce
able and would simply cause a great deal 
of unnecessary paperwork for everyone. 

Unfortunately, the gift tax exclusion 
has not been increased since 1932, when 
it was raised from $500. Thereafter, the 
exclusion was reduced to $4,000 in 1938 
and to $3,000 in 1942, on the grounds 
that people were able to avoid gift taxes 
but the estate tax altogether by disposing 
of their estates a piece at a time during 
their lifetimes. This may have been true 
at that time, when incomes and estates 
were so much smaller, but because of in
flation and because our national wealth 
has increased so much since World War 
II I think that it is time to revise the 
gift tax exclusion accordingly. 

Had the gift tax exclusion kept pace 
with inflation it would have increased to 
$12,000 today, since prices have roughly 
quadrupled since 1942. Looking at it from 
another perspective, in 1942 the average 
price for an acre of farmland was $34. 
Today it is more than $500 nationwide 
and higher still in Iowa. Thus in 1942 a 
father could give his son 88 acres of land 
in a year without having to pay gift taxes 
on it, but today he could only give him 
six acres or less. Thus I believe that 
raising the gift tax exclusion to $12,000 
is really quite a modest propasal. 

The revenue impact of this legislation 
will be minimal. At present all estate and 
gift taxes combined only raise $5.3 billion 
per year, about 1 percent of Federal reve
nues. If most people realized how little 
revenue estate and gift taxes raise com
pared to the amount of anguish it causes 
people who must sell family farms and 
small businesses to pay them I think 
there would be a very strong move in this 
country to abolish these taxes. As far as 
I can see they serve no useful purpose. 
Rich people can afford the high-priced 
legal advice necessary to escape them so 
that they impact largely on those with 
only modest estates. 

If I am charged with trying to under
mine the estate and gift tax with this 
legislation, then so be it. It is an unfair 
and inequitable tax which I would just as 
soon see abolished. In the meantime, it is 
only fair that we raise the gift tax to its 
equivalent real value in 1979 dollars. This 
modest proposal will at least help to 
mitigate some of the unnecessarily an
noying effects of the estate and gift tax 
and allow people to dispase of some of 
their wealth during their lifetime with
out being penalized.• 

By Mr. TOWER <for himself and 
Mr. BENTSEN) : 

S. 1484. A bill to amend the Clean Air 
Act with respect to the prevention and 
control of air pollution in border areas of 
the United States and countries contigu
ous to the United States, and for other 
purPOses; to the Committee on Environ
ment and Public Works. 
•Mr. TOWER. Mr. President, in No-

vember 1977. the city of El Paso, Tex .• in 
conjunction with the Texas Air Control 
Board and the Texas Attorney General's 
office, conducted an international air pol
lution meeting in El Paso. Officials of the 
Republic of Mexico and the U.S. Environ
mental Protection Agency participated in 
those discussions, as did staff members 
from my office and that of my distin
guished colleagues from Texas, Senator 
LLOYD BENTSEN and Representative 
RICHARD WHITE of El Paso. 

Issues discussed at that 1977 meeting 
focused on air pollution control matters 
of mutual interest and importance to 
Mexico and the United States. The States 
bordering Mexico in the Southwestern 
United States are extremely concerned 
about air pollution problems, particularly 
since our standards are, in most in
stances, more stringent than those pre
vailing in Mexico. As our cities strive to 
comply with ambient air quality stand
ards resulting from the Clean Air Act 
amendments of 1977, the situation ex
perienced by the Southwestern border 
States is one which causes grea'.; concern. 

Today I am introducing with Senator 
BENTSEN legislation designed to address 
some of the unique air pollution prob
lems faced by the border States. Identical 
legislation is being introduced in the 
House of Representatives by Representa
tive RICHARD WHITE. 

My bill would require the President 
to enter into treaties or other appropri
ate agreements with those countries 
whose borders are contiguous with ours 
for the purpose of preventing or con
trolling air pollution in these areas. 
Furthermore, the Secretary of State 
would be directed to take such diplo
matic measures as necessary to reduce 
or eliminate that pollution which has an 
undesirable effect in our country. 

Under this bill, the EPA Administrator 
would be directed to test air quality in 
the border areas and determine the per
centage of pollutants emanating from 
foreign sources. Those pollutants deter
mined to be from foreign sources would 
then be eliminated for the purposes of 
determining attainment or nonattain
ment of ambient quality standards in the 
region. Until those determinations are 
made, the border cities would be exempt 
from the current standards. 

Finally, the EPA Adminlstrator. 1n 
establishing ambient air quality stand
ards, would be directed to take into ac
count those unusual geographical and 
topographical conditions which directly 
or indirectly affect air quality. Such con
ditions include, for example, mountain 
ranges, stagnant air, and inversion 
layers. 

Mr. President. this legislation is in
tended to address these unique border 
area air pollution problems in a reason
able way, and I welcome my colleagues 
support in this effort. 

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

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

s. 1484 
Be it enacted by the Senate and House of 

Representatives of the United. States of 

Amencci in Congress assembled, That section 
115 of the Clean A1r Act ta amended by in
serting at the end thereof the following: 

"(e) (1) The President shall undertake to 
enter Into treaties or other appropriate agree
ments with countries contiguous to the 
United States for the purpose of preventing 
and controll1ng air pollution in border areas. 
Such treaties or agreements shall be nego
tiated and entered Into not later than stx 
months after the date of enactment of thla 
subsection. 

(2) The Secretary of State, In consultation 
with the Administrator, shall take appro
priate diplomatic actions to reduce or ellm
inate air pollution which has an undesirable 
effect on any area of the United States and 
which originates in another country. Such 
diplomatic actions shall be entered into not 
later than six months after the date of the 
enactment of this subsection. 

(f) In carrying out the provisions of this 
Act, the Administrator, after testing the alr 
quality control regions in border areas, shall 
determine the per centum of pollutants ln 
each region which results from foreign 
sources and shall eliminate such per centum 
for the purpose of determining attainment 
or non-attainment of ambient quality 
standards in such region. Such testing 
shall be conducted not later than three 
months after the date of the P.nactment of 
this subsection. Effective on the date of en
actment of this subsection and until such 
determination ls made with respect to any 
such region the provisions of this Act shall 
not apply in such region." 

Sec. 2 Section 113 of the Clean Air Act 1a 
amended by inserting at the end thereof the 
following: 

"(e) In implementing and enforcing the 
provisions of this Act relating to the attain
ment and non-attainment of ambient alr 
quality standards the Administrator shall 
take into account the pollutants attributa
ble to unusual topographical and geographi
cal conditions, such as mountain ranges, 
stagnant air and inversion layers and other 
such conditions which may contribute to 
such attainment or non-attainment and 
shall adjust ambient atr quality standards 
in those regions accordingly."e 

•Mr. BENTSEN. Mr. President, today I 
join with Senator TOWER to introduce 
legislation to amend the Clean Air Act 
with respect to prevention and control 
of air pollution in border areas of the 
United States and countries contiguous 
to the United States. This legislation ls 
designed to respond to a prC'blem that ls 
perhaps most prevalent in the area 
around El Paso, Tex. It is a problem that 
must be resolved on an international 
basis. El Paso, like other cities in the 
United States, is now attempting to 
comply with requirements of Clean Air 
Act amendments passed by this Con
gress in 1970 and again in 1977. It is, 
however, constrained in the success of 
its efforts as a result of pollutants gen
erated outside our boundaries that are 
contributing to the ambient air quality 
of El Paso. 

One element of this legislation would 
direct the President to undertake efforts 
to enter into treaties and other appro
priate agreements with those countries 
contiguous to the United States for the 
purpose of preventing and controlling 
air pollution in border areas. Mr. Presi
dent, for areas near the border countries 
next to the United States to hope to 
have success in meeting the require
ments that this country has mandated 
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in attainment of ambient air quality 
standards we must have the participa
tion of our neighbors. I believe this Gov
ernment must participate in developing 
the conditions that will allow for the 
necessary cooperation between border 
communities on both sides of the 
border.• 

By Mr. DURENBERGER <for 
himself, Mr. BOREN, Mr. BOSCH
WITZ, and Mr. HEINZ): 

S. 1485. A bill to amend the Internal 
Revenue Code of 1954 and the Social Se
curity Act to encourage competition in 
the health insurance industry, to en
courage the provision of catastrophic 
health insurance by employers, and for 
other purposes; to the Committee on Fi
nance. 

HEALTH INCENTIVES REFORM ACT OF 19'19 

Mr. DURENBERGER. Mr. President, 
the 1970's will be remembered as one of 
the most difficult periods in this Nation's 
history. In has been a decade character
ized by faltering political leadership, eco
nomic inflation, energy crises, and per
haps most crucial, bewilderment over 
the place of the individual in our com
plex society. 

We have experienced earlier periods of 
turmoil and conflict, but there is a dif
ference between the problems of today 
and those of yesterday. Previous con
:fiicts have arisen from the aspirations of 
various social groups to preserve or par
ticipate in the benefits of our democratic 
society. Today, the problem is not one 
of conflict, but of doubt as to whether 
this country can develop solutions to the 
complex problems confronting us. Even 
the positive developments of the decade 
have been bittersweet. This is particu
larly true of the subject of my remarks 
today, health care. 

The United States has developed the 
most sophisticated health care delivery 
system in the world. New technologies, 
new procedures and new medicines pro
vide better health care for more and 
more Americans. At the same time, we 
have been plagued with rapidly increas
ing costs for this health care. In the 
past few years, physician and hospital 
bills have been rising at double digit 
rates. We have reached a plateau of 
physical well-being even tl4ough we are 
spending more of our national income on 
health care. 

The ba..sic problem of our health care 
system is a reflection of the much larger 
crisis in our society. That is, the indi
vidual does not intelligently participate 
in nor have adequate responsibility for 
the decisions being made on health care 
for that individual. Doctors, and some
times nurses, make the decision on 
treatment. No one makes any decis:on 
on the cost. Third party payers-either 
employers, insurance companies or the 
Government-foot the bill. It is a health 
bill ba..sed solely on cost, and not on the 
efficiency or effectiveness of health care. 
The crux of the problem is that we have 
created a cost-plus reimbursement sys
tem for health services which completely 
ignores the normal economic theories of 
supply and demand. 

The cost of health care is particularly 
important to all levels of Government 
because the Government pays about half 
of all health expenses in this country an
nually. Public sector spending on health 
care, $9.5 billion in 1965, will reach $85 
billion this year. Medicare, a program 
that was supposed to provide adequate 
health care for the aged and disabled, is 
doubling in cost every 4 years. The aged 
pay more in premiums under medicare 
than they paid for their entire health 
bill before medicare wa..s initiated. 

The reaction of both the Executive and 
Congress to the economic problem of 
health care-the inflationary reimburse
ment procedure-reveals the same in
ability to confront the core issues as 
does our public policy in many other 
area..s. 

The problem, simply stated, 1s what 
level of health services will our system 
provide for the consumer-patient. To 
date, the answer has been whatever the 
supplier of health care decides to pro
vide with no limit on reimbursement. 
The system 1s so distorted that the more 
health services are supplied, the more 
will be demanded regardless of the ne
cessity or appropriateness. The health 
care system is in a state of imbalance. 

The response to this disequilibrium 
has not focused on insuring that demand 
restrains a potentially unlimited and ex
pensive supply. Instead, public policy has 
sought to interject political rather than 
economic judgments on how to control 
demand and supply of services. Our Po
litical Policy has, on the one hand, stimu
lated increased demand for new and ex
panded services, such as renal dialysis, 
in a manner which has increased costs. 
At the same time, policymakers have 
created new regulations and economic 
controls in an attempt to limit or ration 
health services. So, we are developing a 
system that says if you get sick, the 
system will pay whatever it costs to 
make you better, but if you exceed what 
ha..s been approved or rationed for a par
ticular service, you are cut off. 

Further regulation is clearly not the 
answer. Adequate health care at a rea
sonable cost can best be provided by 
ensuring that consumers make wise 
choices and suppliers are rewarded for 
efficiency and not excess, as now occurs. 
It is a simple solution, but it 1s one that 
works. It combines both responsibility 
and participation-the two elements 
lacking in the existing system and lack
ing in the regulated structure we are 
busily erecting. 

This alternative approach does not rely 
on controls. Rather, it seeks through com
petitive incentives to change the basic 
financial incentives that guide health 
care delivery. 

Today I am introducing the Health 
Incentives Reform Act of 1979 as a first 
step toward this kind of necessary 
change. I am proposing a program which 
rewards providers for delivering better 
care at less cost and which rewards con
sumers for choosing better quality care 
at lower premiums. The basic principle 
of HIRA is that the option to choose 
among competing health care alterna
tives can lower prices and improve medi-

cal care coverage. Competitive incentives, 
which operate effectively in other sectors 
of the economy, can work in the health 
sector, if we plan with reasonable 
forethought. 

The Health Incentives Reform Act is 
designed to foster competition by involv
ing employers, providers, and patients in 
an expansion of consumer choices. Brief
ly, it states that: 

Employers must offer each employee a 
choice of at least three alternative health 
care plans; 

The employer's contribution to premiums 
remains the same, regardless of the em
ployee's choice. The employee who chooses 
an economical plan keeps the savings whlle 
the employee who chooses a more costly 
program pays the additional cost; and 

The tax-free employer contribution to the 
employee's health insurance would be llm
ited to the average premium cost for fed
erally quallfted HMOs across the country. 
Above that limit, employees would have to 
pay premiums with their own net after-tax 
income. This involves employees in the cost 
of their health insurance and gives them 
the incentive to shop wisely. 

To qualify for tax-free treatment, all 
health plans must: 

Cover at least a minimum set of basic 
benefits; 

Provide catastrophic expense protec
tion; 

Offer coverage to dependents; and 
Provide reasonable continuity of cov

erage to families and individuals who 
lose group membership. 

Finally, mRA offers an effective HMO 
option for medicare beneficiaries, and 
also allows medicare beneficiaries to 
choose to be insured by other innovative 
and cost-effective private health care 
plans. 

Under these rules of fair economic 
competition, consumers who join health 
plans that do a good job of controlling 
costs will get more for their money. 
Health plans that do a poor job will lose 
customers and risk being driven out of 
business. Over the years, we will see an 
evolution of the system toward one with 
cost control and incentives for good serv
ice to consumers. 

Are these proposals practical? Based 
on the experience of the Twin Cities, I 
know they are. In the Twin Cities, we 
have seen tremendous benefits from 
competition and consumer choice. We 
now have seven-soon to be eight
HMO's enrolling over 300,000 residents 
and competitive with one another and 
with traditional insurance on the basis 
of costs and benefits. Many of our lead
ing employers are already offering em
ployees a choice of several plans, to the 
benefit of all. 

HmA 1s an attempt to get Govern
ment back to a more traditional and suc
cessful role, that is, to see to it: 

First, that there is competition-in 
terms of both cost and quality; 

Second, that people have freedom to 
make choices; 

Third, that people have full reliable 
information about those choices; and 

Fourth, that the competitors all meet 
reasonable performance standards. That 
is, the Government sets reasonable mini
mum standards for what they must do, 
but does not tell them how to do it. 
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What does HffiA do to increase in
centives? 

First. It gives consumers both a choice 
and a reward for choosing wisely; 

Second. It rewards doctors and hos
pitals that do a good job of controlling 
costs; 

Third. It pu~s insurers under competi
tive pressures to act as prudent buyers 
for their policyholders-to identify cost
effective providers and to contract with 
them in ways that reward economy; and 

Fourth. It encourages employers to 
find or develop new economical health 
plans for their employees. 

What does HIRA do for the general 
public? 

It moves us toward a health care econ
omy served by a variety of comprehen
sive health care plans. By rejoining the 
system and making it economically em
cient, it lays the groundwork for ex
panded coverage. 

First. Medicare beneficiaries will be 
able to benefit by joining HMO's and 
other innovative private insurance 
plans. They will get the savings, now not 
available to them, in the form of reduced 
cost sharing and premiums and more ex
tensive benefits. 

Second. Workers will get better service, 
better accessibility, better care, at a 
lower cost. Employers will be able to pay 
higher wages or other benefits as health 
care cost come under control. 

Third. The economically disadvan
taged. With a reformed delivery system, 
we will be better able to afford extending 
coverage to those in economic need, and 
to those who are uninsurable in today's 
system. 

Fourth. Doctors and hospitals. The sys
tem of fair economic competition in the 
private sector is the best way for pro
viders to avoid increasing the burden
some and frustrating regulations that 
would otherwise be necessary. 

The Health Incentives Reform Act pro
motes competition in terms of cost and 
quality in health care delivery. Unlike 
regulatory controls imposed from with
out it sets benefit standards without dic
tating how competing insurers will orga
nize their plans. Unlike more universal 
proposals, HIRA stops short of adding 
more revenue to an imbalanced system 
and addresses system reform first. Its 
impact is intentionally limited to the pri
vate sector in order to set the framework 
a more cost effective system of health 
care financing. 

The Health Incentives Reform Act 
represents a response to the overwhelm
ing need to stop medical inflation. As 
with all reform measures, the success of 
this legislation depends on strong leader
ship-congressional leadership, leader
ship in industry, the leadership of health 
professionals, and concerned citizens 
capable of making hard decisions without 
compromising quality medical care. Hav
ing nearly made our way through the 
difficult 1970's, we have before us the op
portunity to use our great private and 
public resources to form a more con
fident, progressive, and equitable society 
for the 1980's. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD the 
text of the bill, a section description and 

analysis, an article from the Federation
ist, the official publication of the AFL
CIO, on HMO's, and several articles by 
Prof. Alain Enthoven of Stanford Uni
versity describing how the competitive 
incentive program works. 

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

s. 1485 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

SHORT TrrLE 
SECTION 1. This Act may be cited as the 

"Health Incentives Reform Act of 1979". 
STANDARDS FOR EMPLOYER HEALTH BENEFIT 

PLANS 
SEC. 2. The Social Security Act is a.mended 

by ad.ding at the end thereof the following 
new title: 
"TITLE XXI-STANDARDS FOR HEALTH 

BENEFIT PLANS 
"PURPOSE OF TrrLE 

"SEC. 2101. (a) The purpose of pa.rt A of 
this tl.tle is to establish standards which 
must be met by any health benefit plan 
offered by an employer ln order f<Yr the em
ployer 's contribution to such plan to be ex
cluded from the gross income of his em
ployees under section 106 of the Internal 
Revenue Code of 1954. 

"(b) The purpose of pa.rt B of this title 
ls to establish standards which must be met 
by any health benefit plan in order f<Yr such 
plan to be considered 'insurance' for pur
poses of determining the deduction for 
health insurance under section 213 of the 
Internal Reveniue Code of 1954. 
"PART A-STANDARDS FOR EMPLOYER HEALTH 

BENEFrr PLANS 
"MULTIPLE CHOICE OF PLANS 

"SEC. 2111. (a) Each employer shall make 
available to his employees a choice of not 
less than three health benefit plans, each of 
which meets the requirements of this title, 
and each of which is offered by a. different 
carrier. 

"(b) To the extent avallable, and in ac
cordance with the requirements of section 
1310 of the Public Health service Act, at 
least two of such plans shall be plans of
fered by a health malntena.nce organization 
that meets the definition of 'health mainte
nance organization' under section 1301 (a) of 
the Public Health Service Act. 

"(c) To the extent that plans required to 
be offered under subsection (b) are not 
available to an employer, such em,ployer 
must offer, ln lieu of such unavailable plans, 
alternative health care plans (to the extent 
that such alternative plans a.re available 
and have requested such employer to offer 
the plan) that the Secretary determines 
meet the following requirements: 

" ( 1) The plan provides, or arranges for the 
provis1on of, a specified set of benefits that 
includes at least the benefits required under 
part B of this title. 

"(2) The plan is provided to individuals 
who choose to enroll under the plan for a 
specified contra.ct period. 

" ( 3) Benefits are provided under the plan 
to enrollees for a fixed premium amount, 
specified and paid in advance, plus deducti
ble and copayment amounts that are speci
fied in the contract. 

"(4) The providers of services under the 
plan constitute a small enough percentage 
of the total number of providers of such 
services in the community so as to generate 
competition with other providers. 

" ( 5) The plan meets all applicable require
ments of State law. 

" ( d) Each such plan must provide for an 
open enrollment period, which shall be the 
same for each plan, during which any em-

ployee may change his enrollment from one 
such plan to another. 

" ( e) The provisions of this section shall 
apply only to an employer who is an 'em
ployer' within the meaning of section 3 of 
the Fair Labor Standards Act and has at least 
25 employees. 

"EQUAL CONTRIBUTION TO PLANS 
"SEC. 2112. (a) Each employer who offers 

more than one health benefit plan shall, sub
ject to subsection (c), make an equal contri
bution for each employee regardless of which 
plan the employee chooses. 

"(b) If the contribution amount selected. 
by the employer is in excess of the total cost 
of any plan offered, the employer shall con
tribute, to any employee choosing such plan, 
an amount equal to the difference between 
the employer contribution amount and the 
total cost of the plan chosen by that em
ployee. Such contribution may be in cash or 
ln any other form of compensation or benefit. 

"(c) An employer may make contributions 
of differing amounts for employees based 
upon reasonable actua.rlal categories, but 
contributions may not vary among plans 
within the same actuarial category. 

"(d) Each employer shall provide his em
ployees the right to make any contributions 
to a health benefit plan required of such em
ployee through a payroll deduction system. 

"LIMITATION ON AMOUNT OF EMPLOYER 
CONTRIBUTION 

"SEc. 2113. (a) For purposes of section 106 
of the Internal Revenue Code of 1954 (relat
ing to contributions by employer to accident 
and health plans) an amount contributed by 
an employer to a health benefit plan shall not 
be excluded from the gross income of a tax
p3.yer to the extent that such contribution 
exceeds the average premium cost for health 
benefit plans offered by health maintenance 
organizations meeting the requirements of 
section 1301 (a) of the Public Health Servtce 
Act, for the sa.me family status actuarial 
category as such taxpayer's filing status (as 
determined under subsection ( c) ) . 

"(b) (1) The average premium cost for 
health benefit plans offered by health main
tenance organizations shall be determined 
for any taxable year as follows: 

"(A) Each health maintenance organiza
tion qualified under section 1301(a) of the 
Public Health Service Act shall report .to the 
Secretary, prior to September 1 of each year, 
its weighted average premiums as of June 30 
of such year for health benefit plans for in
dividual, couple, and famlly plans, and the 
number of individuals covered by each such 
categcry of plan. 

"(B) The Secretary shall determine the 
weighted average (based on the number of 
individuals enrolled in each category of 
plan) premium for individual, couple, and 
family plans. Each such amount shall be In
creased by a percentage equal to the per
centage increase In the Consumer Price In
dex for the 12-month period ending on such 
June 30. 'Ihe amount so determined shall be 
published on October 1 of each year and 
shall be the applicable average premium 
cost for purpo:es of subsection (a) for tax
able years that begin on or after the next 
January 1 and end on or after :the De~em
ber 31 following such January 1. 

"(C) (1) The Secretary of the Treasury 
shall by regulation provide that the· amount 
of each such average premium cost for a 
taxable year shall be made avaUable to tax-
payers on the written statement required to 
be made by employers under section 6051 (a) 
of the Internal Revenue Code of 1954 (re
lating to receipts for employees). 

"(2) The Secretary cf the Treasury, in con
sultation with the Secretary of Health, Edu
cation, and Welfare, shall by regulation pro
vide for rules applicable to all taxpayers 
whereby the taxpayer's filing status under 
subtitle A of the Internal Revenue Code of 
1954 shall be properly correlated with the 
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equivalent category of plan (individual, 
couple, or family) for purposes of determin
ing the amount which may be excluded from 
income under section 106 of such Code, and 
the amount of any deduction which may be 
allowed under section 213 of such Code. Such 
regulations shall provide in general that-

"(A) with respect to a taxpayer filing a 
separate return who claims no dependents 
(as such term is defined fer purposes of this 
title), the limitations on exclusion from in
come under section 106 of such Code and on 
deductlbllity under section 213 of such Code 
shall be equal to the average premium 
amount for an individual plan as determined 
under this section; 

"(B) with respect to a taxpayer who ls 
married and fl.ling a joint return, and who 
claims no dependents, such limitations shall 
be equal to the average premium amount 
for a couple plan as determined under this 
section; and 

"(C) with respect to a taxpayer who claims 
at least one dependent (other than his 
spouse), such limitations shall be equal to 
the average premium amount for a family 
plan as determined under this section. 

"CONTINtnTY OF COVERAGE 
"SEC. 2114. Each health benefit plan ot

tered by an employer must provlde--
" { l) continued group coverage under the 

plan for a period of at least 30 days to any 
individual covered under the plan who would 
otherwise lose such coverage on account of 
the death, unemployment, or divorce of the 
employee; 

"(2) continued group coverage under the 
plan !or an additional period of 6 months to 
any individual referred to in paragraph (1) 
upon payment of a premium to exceed the 
applicable group premium rate; 

"(3) for the right of any individual who 
was covered under such plan to convert, 
within 6 months after the time that his 
group coverage ceased, to an individual 
health benefit plan meeting the requirements 
of part B of this title without regard to prior 
medical condition or proof of insurab111ty; 

"(4) that coverage shall begin within 30 
days after the beginning o! employment; 
and 

"(5) that there shall be no exclusions or 
restrictions on coverage based upon prior 
medical condition. 

"COVERAGE FOR DEPENDENTS 

"SEC. 2115. (a) Each health benefit plan 
shall provide to an employee the option to 
purchase coverage under the group plan for 
his spouse and for any of his dependent chil
dren. 

"(b) For purposes of this section an in
dividual shall be a dependent child of an 
employee if such individual is--

"(l) a dependent o! such employee within 
the meaning of section 152 of the Internal 
Revenue Code of 1954; and 

"{2) ls a child of the employee (within 
the meaning of section 151 ( e) of such Code) 
and {A) has not attained the age of 19, or 
{B) ts a student (within the meaning of sec
tion 15l(e) of such Code). 

"(c) (1) Each health benefit plan must 
provide that coverage under the plan shall 
continue (in the same manner as if he were 
a dependent child) for any disabled de
pendant child without regard to age for so 
long as such child remains disabled and re
sides tn the same household as the covered 
employee, if such chlld became disabled dur
ing a period o! time in which the child was 
a dependent child o! such employee as de
fined in subsection (b). 

"(2) A chlld shall be considered disabled 
for purposes of this section if he ls unable 
to engage in substantial gainful activity 
within the meaning of section 223 of this 
Act. 

"(d) (1) Each health benefit plan must 
provide that coverage under the plan shall 

continue (in the same manner as if he were 
a dependent child) for any dependent child 
who becomes 111 during a period of time in 
which the child is a dependent child as de
fined in subsection (b), for the duration of 
such illness. 

"(2) The Secretary shall by regulation es
tablish criteria for determining onset and 
duration of illness for purposes of this sub
section. 

"(e) Each health benefit plan must pro
vide that, in the case of an employee who 
chooses coverage for dependent children, 
such coverage shall begin automatically for 
his children at the time of birth or adop
tion.". 
STANDARDS FOR ALL HEALTH BENEFIT PLANS 

SEC. 3. Title XXI of the Social Security 
Act (as added by section 2 of this Act) ls 
amended by adding after part A the following 
part: 
"PART B--STANDARDS FOR ALL HEALTH BENEFIT 

PLANS 
"MINIMUM BENEFITS 

"SEc. 2131. (a) Each health benefit plan 
must at least provide coverage for--

" ( 1) physician services (including con
sultant and referral services by a physician); 

"(2) inpatient and outpatient hospital 
services; 

"(3) medically necessary emergency health 
services; 

" ( 4) short-term (not to exceed 20 visits) , 
outpatient evaluative and crisis interven
tion mental health services; 

"(5) medical treatment and referral serv
ices (including referral services to appro
priate ancillary services) for the abuse o! or 
addiction to alcohol and drugs; 

"(6) diagnostic laboratory and diagnostic 
and therapeutic radiologic services; 

"(7) home health services; and 
"(8) preventive health services (including 

{A) tmmuntzatlons, (B) well-child care 
from birth, (C) periodic health evaluations 
for adults, (D) voluntary family planning 
services, (E) ln!ertlllty services, and (F) 
children's eye and ear examinations con
ducted to determine the need for vision and 
hearing correction} . 

"(b) The requirements Of subsection (a) 
shall not affect any provisions of such a plan 
relating to deducttbles or cop.ayments, or re
lating to requirements that covered services 
be provided by particular persons or 
facmttes. 

"CATASTROPHIC EXPENSE PROTECTION 
"SEc. 2132. {a) Each health benefit plan 

shall provide for payment of 100 percent or 
the cost of services included under section 
2131 (a) which are provided to a beneficiary 
of the plan during a catastrophic benefit 
period. 

"{b) A catastrophic benefit period with 
respect to any lndlvidual--

" { l) shall begin at such time as the in
dividual and his spouse and dependent chil
dren have incurred out-of-pocket expenses 
!or services Included undeT section 2131 (a) 
provided to them during a.IlJY calendar year 
in excess of $3,500; and 

" ( 2) shall end at the end of such calendar 
year. 

"(c) For purposes of this section the term 
'out-of-pocket expenses' means expenses, the 
payment for which such individual, or his 
spouse, or dependent ohlld covered under the 
plan, ls responsible, and for which reim
bursement cannot be made, or cannot reas
onably be expected to be made, under any 
form of insurance or benefit plan, or any law 
or government program, but does not include 
expenses incurred for which reimbursement 
ls not made under a bee.Ith benefit plan solely 
by reason of the fact that the individual or 
his spouse or dependent child incurred such 
expenses for services provided by a person 
or facility, and under such circumstances, 

such that payment under such plan ls not 
authorized. 

" ( d) For purposes of this section the term 
'dependent child' has the same meaning as 
in section 2115 of this Act. 

''CANCELLATION PROHIBITION 

"SEC. 2133. Coverage provided under a 
health benefit plan may not be cancelled for 
any reason based upon the status or actions 
of the covered individuals, other than non
payment of premium. 

''CARRIER REQUIREMENTS 
"SEc. 2134. (a) Each health benefits plan 

must be provided by a carrier who complies 
with the requirements of subsection (b). 

"(b) (1) Each carrier must offer at least 
one health benefits plan meeting the stand
ards established by this part which individ
uals entitled to conversion rights under sec
tion 2114 (3) of this Act may purchase, In ac
cordance with the provisions of such section 
2114(3), at a. reasonable premium rate. 

"(2) The reasonable premium rate for 
such plans shall be determined by the ap
pro..,ria te State agency in accordance with 
standards established by the Secretary, 
which standards shall ensure that the rate 
ls reasonable on the basis of the costs in
volved in providing such coverage. 

" ( c) For purposes of this section the term 
'carrier' means a nongovernmental organi
zation which ls lawfully engaged in provid
ing, paying for, or reimbursing the cost of, 
health services under group insurance poll
ctes or contracts, medical or hospital service 
agreements, membership or subscription con
tracts, or similar arrangements, in consid
eration of premiums or other periodic 
charges payable to the carrier.". 

IN'IERNAL REVENUE CODE AMENDMENTS 
SEC. 4. (a) Section 106 of the Internal 

Revenue Code of 1954 (relating to contribu
tions by employer to accident and health 
plans) ls amended to read as follows: 
"SEC. 106. CONTRIBUTIONS BY EMPLOYER TO 

AccmENT AND HEALTH PLANS. 
"(a) AccmENT PLANs.--Contrtbutlons by 

the employer to accident plans for compen
sation (through insurance or otherwise) to 
his employees for personal injuries shall not 
be included in gross income. 

"(b) DENTAL PLANS.--Contrlbuttons by the 
employer to dental plans for compensation 
(through insurance or otherwise) to his 
employer for dental services shall not be in
cluded in gross income. 

"(c) HEALTH PLANS.-SUbject to the limi
tation in sub~ection (c), contributions by 
the employer to health plans for compensa
tion (through insurance or otherwise) to his 
employees !or personal injuries or sickness 
shall not be included in gross income, pro
vided that the health plan meets all appll
cable requirements of title XXI of the So
cial Security Act. 

"(d) LIMITATION.-Contrlbutions shall be 
excluded from gross income under subsec
tion (c) only to the extent that such con
tributions are not in excess of the applica
ble limitation established under section 2113 
of the Social Security Act.". 

(b) Section 213(e) (1) (C) of such Code 
(relating to definition of medical care) ts 
amended to read as follows: 

" ( C) for insurance covering medical care 
referred to In subparagraphs (A) and (B) 
which meets the requirements of paragraph 
(5).". 

(3) Section 213(e) of such Code ls 
amended by adding at the end thereof the 
following new paragraph: 

"(5) For purposes of paragraph (1) (C) 
the term 'insurance' means--

" (A) supplementary medical insurance for 
the aged under part B of title XVIlI of the 
Social Security Act, 

"(B) a health benefit plan which meets 
all applicable requirements of title XXI of 
the Social Security Act, and 
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"(C) a dental benefit plan.". 
(c) Section 605l(a) of such Code (relating 

to receipts for employees) ls amended
(1) by striking out "and" at the end of 

pa.re.graph ( 6) ; 
(2) by striking out the period at the end 

of paragraph (7) and· inserting in lieu thereof 
" and"· and 
'(3) by inserting after para.graph (7) the 

following: 
"(8) the maximum allowable health bene

fit plan contribution amount as determined 
under section 2113 of the Social Security 
Act.". 

EFFECTIVE DATES 

SEC. 5. (a) Except as provided in subsec
tion (b), the amendments made by sections 
2, 3, and 4 of this Act shall apply with re
spect t.o taxable years beginning more than 
two years after the date of the enactment 
of this Act. 

(b) The requirements of section 2111 of 
the Social Security Act (as added by section 
2 of this Act) shall apply-

( 1) for taxable years beginning more than 
two years after the date of enactment of this 
Act with respect to employers (within the 
meaning of such section 2111) who have 
more than 200 employees; 

(2) for taxable years beginning more than 
three years after the date of the enactment 
of this Act with respect to such employers 
who have more than 100 employees; and 

(3) for taxable years beginning more than 
four years after the date of the enactment 
of this Act with respect t.o all such employers. 
MEDICARE PAYMENTS TO HEALTH MAINTENANCE 

ORGANIZATIONS 

SEc. 6. (a) Section 1876 of the Social Se
curity Act ls amended to read as follows: 

"PAYMENTS TO HEALTH MAINTENANCE 

ORGANIZATIONS 

"SEC. 1876. (a) (1) The Secretary shall an
nually determine a per capita rate of pay
ment for each class of individuals entitled to 
benefits under parts A and B who are en
rolled under this section with a health main
tenance organization with which he has en
tered into a contract under subsection (1), 
and shall annually determine a per capita 
rate of payment for each class of individuals 
entitled to benefits under part B alone who 
are enrolled under th ts section with such a 
health maintenance organization. The Sec
retary shall define appropriate classes of 
members, based on such factors as age, sex, 
institutional status, disablllty status, and 
pla.ce of residence. The rate for each class 
shall be equal to 95 percent of the adjusted 
average per capita cost for that class. Each 
month the Secretary shall pay each such or
ganization the appropriate rate, in advance, 
for each individual enrolled under this sec
tion with the organization, or such lesser 
amount as the organization requests. Those 
payments shall be instead of the amounts 
which would be otherwise payable, pursuant 
to sections 1814(b) and 1833(a), for services 
furnished by or through the organization to 
individuals enrolled under this section with 
the organization, or enrolled other than un
der this section with the organization but 
eligible to enroll under this section with the 
organization. 

"(2) For purposes of this section, the term 
'adjusted average per capita cost' means the 
average per capita amount that the Secre
tary estimates in advance (on the basis o! 
actual experience, or retrospective actuarial 
equivalent based upon an adequate sample 
and other information and data, in a geo
graphic area served by a health maintenance 
organization or in a similar area, with ap
propriate adjustments to assure actuarial 
equivalence) would be payable in any con
tract year !or services covered under parts 
A and B, or part B only, and types of ex
penses otherwise reimbursable under parts 
A and B, or part B on,ly (including adm.1n1s-

trativc costs incurred by organizations de
scri~d in sections 1816 and 1842), if the 
services were to be furnished by other than 
a health maintenance organization (and, for 
services covered only under section 1861 ( S) 
( 2) ( G) , if the services were to be furnished 
by a physician or as an. incident to a physi
cian's service). 

"(3) The payment to a health mainte
nance organization under this subsection for 
individuals enrolled under this section with 
the organization and entitled. to benefits 
under parts A and B shall be made from the 
Federal Hospital Insurance Trust Fund and 
the Federal Suoplementary Medical Insur
ance Trust Fund. The portion of that pay
ment to the organization for a month to be 
pald by the latter trust fund shall be equal 
to 200 percent of the sum of-

" (A) the product of (i) the number o: 
such members !or the month who have at
tained age 65, and (11) the monthly actuar
ial rate for supplementary medical insurance 
for the month as determined under section 
1839(c) (1), and 

"(B) the product of (1) the number of 
such members for the month who have not 
attained age 65, and (11) the monthly actu
arial rate for supplementary medical insur
ance for the month as determined under sec
tion 1839 (c) (4). 
The remainder of that payment shall be paid 
by the former trust fund. 

"(b) (1) For purposes of this section, the 
term 'health maintenance organization' 
means a legal entity that is licensed as a 
health maintenance organization by the 
definition of 'health maintenance organi
zation' under section 1301 (a) of the Public 
Health Service Act 815 that definition applies 
(or would apply) to individuals not entitled 
to benefits under this title, except that--

"(A) with respect to individuals enrolled 
under this section with the organization-

"(i) the term 'basic health services' in t14;!e 
XIII of that Act shall be considered t.o mean 
(I) the services listed under parts A and B 
that are available to individuals residing in 
the geographic area served by the organiza
tion, and (ll) preventive health services 
under section 1302(1) of that Act, 

"(11) the term 'supplemental health serv
ices' in title XIII of that Act shall be con
sidered to include those services listed in 
section 1302(1) of that Act that are not in
cluded in clause (i) of this subparagraph, 

"(Ui) the organization may not include 
any supplemental health services in its basic 
health services, 

"(iv) the organization fixes the payments 
required from those individuals as prescribed 
by subsections (g) and (i) (2), and 

"(v) the organization provides the services 
listed under parts A and B through institu
tions, entities, and persons meeting the ap
plicable requirements of section 1861, and 

" ( B) with respect to the enrollment of 
individuals with .the organization under this 
section-

"(i) subsections (c) (4) and (d) o! section 
1301 that Act shall not ap}Jly, and 

"(11) the organization must enroll indi
viduals eligible to enroll under this section 
without regard to their health status tbut 
may commence or cease enroll1ng such indi
viduals at any time) . 

"(2) (A) The administration of the duties 
and !unctions o! the Secretary, insofar as 
they involve making determinations as to 
whether an organization 1s a 'health main
tenance organization• within the meaning of. 
p:tragraph (1) . shall be integrated with the 
administration of section 1312 of the Public 
Health Service Act. 

"'c) If an individual ls enrolled under this 
section with a health main~enance organiza
tion, neither the individual nor any other 
person or entity (except for the health main
tenance organization) shall be entitled to 
receive payments from the Secretary under 

this title !or services furnished to the indi
vidual. 

"(d) Subject to the provisions of subsec
tion (e). every individual entitled to benefits 
under parts A and B, or part B only (other 
than an individual medically determined to 
have end-stage renal disease), shall be eligi
ble to enroll under this section with any 
health maintenance organization with which 
the Secretary has entered into a contract 
under subsection (i) that serves the geo
graphic area in which the individual rE"-'i!des. 

" ( e) An individual may enroll under this 
section with a health maintenance organi
zation as may be prescribed in regulations, 
and may terminate his enrollment with the 
health maintenance organization as of the 
beginning of the first calendar month fol
lowing a full calendar month after he has 
requested termination. 

"(f) Any individual enrolled with a health 
malnten"'nce organization under this section 
who is dissatisfied by reason of his faUure 
to receive any health service to which he 
believes he is entitled and at no greater 
charge than he believes he ts required t.o pay 
shall, if the amount in controversy is $100 
or more, be entitled to a hearing oofore the 
Secretary to the same extent as is provided 
in section 205(b), and in any such hearing 
the Secretary shall make the health mainte
nance organization a party. If the amount 
in controversy ls $1,000 or more, the indi
vidual or health maintenance organization 
shall, upon notifying the other party, be 
entitled to Judicial review of the Secretary's 
final decision as provided in section 205(g), 
and both the individual and the health main
tenance organization shall be entitled to be 
parties to that Judicial review. 

"(g) (1) Except as provided In paragraph 
(3). the portion of a health maintenance 
organization's premium rate and the actu
arial value of its other charges for indi
viduals enrolled under this section with the 
organization and entitled to benefits under 
parts A and B, and the portion o! its pre
mium rate and the actuarial value of its 
other charges for individuals enrolled under 
this section with the organization and en
titled to benefits under part B only, for serv
ices covered under parts A and B, or part B 
only, respectively, may not exceed the ac
tuarial value o.J. the coinsurance and de
ductibles that would be applicable on the 
average to individuals enrolled under this 
section with the organization (or, if the 
Secretary finds that adequate data are not 
available to determine that actuarial value, 
the actuarial value of the coinsurance and 
deductibles applicable on the average to in
dividuals in the area, in the State, or in the 
United States, eligible to enroll under this 
section with a health maintenance organi
gation) and entitled to benefits under parts 
A and B, or part B only, respectively, if they 
were not members of a health maintenG.nce 
organization; and the portion of its premium 
rate and the actuarial value of its other 
charges for those individuals for other serv
ices may not exceed the value of the ad
justed community rate for those services 
(except as prescribed by the last three sen
tences o! section 1301(b) (1) o! the Public 
Health Service Act). 

"(2) For purposes of this section, the term 
'adjusted community rate' for a service 
means the rate of payment for that service 
that the health maintenance organization 
annually estimates (and the Secretary veri-
fies) would apply to an individual enrolled 
under this section with a health mainte
nance organization 1! the rate o! payment 
were determined under a 'community rating 
system' (as defined in section 1302(8) of the 
Public Health Service Act, other than sub
paragraph (C)), but adjusted for differences 
between the utmzatlon characteristics of the 
individuals enrolled with the health mainte
nance organization under this section and 
the utilization characteristics o! the other 
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members of the organization (or, if the Sec
retary finds that adequate data are not avail
able to adjust for those differences, the ciif
ferences between the ut111zation characteris
tics of individuals in the area, in the State, 
or in the United States, eligible to enroll 
under this section with a health mainte
nance organization and the ut111zation char
acteristics of the rest of t!le population in 
the area, in the State, or in the United 
States, respective~y). 

"(3) The provisions of paragraph (1) shall 
not apply to a health maintenance orga
nization 1f the Secretary determines that--

.. (A) there is significant competition 
among health maintenance organizations in 
the area served by such health maintenance 
organization; and 

"(B) such health maintenance organiza
tion received payments under this title for 
the calendar year 1979 that were not in ex
cess of $10,000,000. 

"(h) (1) Except as provided in paragraph 
(2), each health maintenance organization 
with which the Secretary enters into a con
tract under this section shall have an en
rolled membership at least half of which 
consists of individuals who are not entitled 
to benefits under a State plan approved 
under title XIX. 

"(2) The Secretary may modify or waive 
the requirement imposed by paragraph (1) 
in circumstances which the Secretary finds 
warrant special consideration (and may take 
into account, in determining whether to 
modify or waive that requirement, the rea
sonableness of the organization's premium 
rate and other charges !or members entitled 
to benefits under this title or under a State 
plan approved under title XIX). 

"(i) (1) The Secretary Is authorized to 
enter into a contract with any health main
tenance organization that undertakes to 
provide the benefits described In title XIII 
of the Public Health Service Act (as modi
fied by subsection (b) ) to individuals en
rolled under this section with that orga
nization. 

"(2) The contract sha.11 provide that, 1f 
the adjusted community rate for services 
under parts A and B (a.s reduced for the 
actuarial value o! the cotnsuran~e and de
ductibles under those parts), for individuals 
enrolled under this section with the orga
nization and entitled to benefits under those 
parts, or if the adjusted community rate for 
services under part B (as reduced for the 
actuarial value of the coinsurance and de
ductibles under that part), for tndlvtduals 
enrolled under this section with the orga
nization and entitled to benefits under that 
part only, ts less than the average per capita 
payment to be made under subsection (a) 
at the beginning of an annua.I period !or 
individuals enrolled under this section with 
the organization a.nd entitled to benefits 
under parts A and B, or part B only, respec
tively, the health maintenance organization 
shall provide to each individual enrolled 
under this section wt th the organization and 
entitled to benefits under parts A and B, or 
part B only, respectively, certain additional 
benefits that the Secretary finds are at least 
equal in value to the difference between that 
average per capita payment and that ad
justed community rate (as so reduced). 

"(3) Each contract under this section 
shall be !or a term of at least one year, as 
determined by the Secretary, and may be 
made automatically renewable from term to 
term in the absence of notice by either party 
of intention to terminate at the end of the 
current term; except that the Secretary may 
terminate any such contract at any time 
(after such reasonable notice and oppor
tunity for bearing to the health mainte
nance organization in,·olved as he may pro
vide In regulations). 1! he finds that the 
organization (A) has !ailed substantially to 
carry out the contract, (B) is carrying out 
the contract in a manner inconsistent with 

the efficient and effective administration of 
this section, or (C) no longer substantially 
meets the applicable conditions of subsec
tion (b). 

" ( 4) The effective date of any contract 
executed pursuant to this subsection shall 
be specified in the contract. 

"(5) Each contract under this section
"(A) shall provide that the Secretary, or 

any person or organization designated by 
him-

"(i) shall have the right to inspect or 
otherwise evaluate the quality, appropriate
ness, and timeliness of services performed 
under the contract, and 

"(11) shall have the right to audit and 
inspect any books and records of the heal th 
maintenance organization that pertain to 
services performed or determinations of 
amounts payable under the contract, 

"(B) shall require the organization to pro
vide (and pay !or) writt.en notice in advance 
of the contract's termination, as well as a 
description of alternatives !or obtaining 
benefits under this title, to each individual 
enrolled under this section with the organi
zation, 

"(C) shall require the organization to 
comply with subsections (a) and (c) of 
section 1318 of the Public Health Service 
Act, and 

"(D) shall contain such other terms and 
conditions not inconsistent with this section 
as the Secretary may find necessary. 

"(6) The Secretary may prescribe the pro
cedures and conditions under which a health 
maintenance organization that has entered 
Into a contract with the Secretary under this 
subsection may inform individuals eligible to 
enroll under this section with the organiza
tion about the organization, or may enroll 
such individuals with the organization. 

"(7) The Secretary may not enter into a 
contract with a health maintenance organi
zation under this subsection if a former con
tract with that organization under this sub
section was terminated at the request of the 
organization within the preceding five-year 
period, except in circumstances which the 
Secretary finds warrant special consideration. 

"(J) The !unction vested in the Secretary 
by subsection (i) may be performed without 
regard to such provisions of law or regula
tions relating to the making, performance, 
amendment, or modification of contracts of 
the United States as the Secretary may deter
mine to be inconsistent with the further
ance of the purpose of this title.". 

(b) Section 1861(s) (2) of such Act is 
amended-

(1) in subparagraph (E). by striking out 
"and", 

(2) in subparagraph (F). by adding "and" 
at the end, and 

(3) by adding after subparagraph (F) the 
following subparagraph: 

( G) services furnished pursuant to a con .. 
tract under section 1876 to a member of a 
health maintenance organization by a physi
cian assistant or by a nurse practitioner (as 
those terms are defined in subsection (a.a) 
(3)) and such services and supplies fur
nished as an incident to his service to such 
a member as would otherwise be covered 
under this ~art l! furnished by a physician 
or as an incident to a physician's service;". 

(c) The amendments made by this section 
shall apply with respect to services furnished 
on or after the first day of the thirteenth 
calendar month that begins after the date ot 
enactment of this Act. or earlier with respect 
ti) any health maintenance organization 1! 
the organization so requests and the Secre
tary of Health, Education, and Welfare 
agrees, but shall not apply-

( 1) with respect to services furnished by 
a health maintenance organization to any 
Individual who is enrolled with that orga
nization and entitled to benefits under sec
tion 1833(a) (1) (A) of the Social Security 
Act at the time the organization first enters 

into a contract subject to the amendments 
made by this section, unless the individual 
requests at any time that the amendments 
apply, or 

(2) with respect to services furnished by 
a health maintenance organization during 
the five year period beginning with the 
date of enactment of this Act, if a contract 
between the organization and the Secretary 
of Health, Education. and Welfare under 
section 1876(i) (2) (A) of the Social Secu
rity Act was in effect immediately before 
enactment of this Act, unless the organiza
tion requests that the amendments apply 
earlier. 

PAYMENTS TO HEALTH BENEFIT PLANS 

SEc. 7. (a) Title xvnr of the Social Secu
rity Act is amended by adding at the end 
thereof the following new section: 

"PAYMENTS TO HEALTH BENEFIT PLANS 
"SEC. 1882. (a) (1) The Secretary shall an

nually determine a per capita rate of pay
ment !or each class of individuals entitled 
to benefits under parts A and B who are 
enrolled under this section with a health 
benefit plan with which he has entered into 
a contract under subsection (h). and shall 
annually determine a per capita rate of pay
ment !or each class of individuals entitled 
to benefits under part B alone who are en
rolled under this section with such a health 
benefit plan. The Secretary shall define ap
propriate classes of members, based on such 
!actors as age, sex, institutional status. dls
ablllty status, and place of residence. The 
rate !or each class shall be equal to 95 per
cent of the adjusted average per capita cost 
!or that class. Each month the Secretary 
shall pay each such plan the appropriate 
rate, in advance. !or each individual en
rolled under this section with the plan, or 
such lesser amount as the plan requests. 
Those payments shall be instead or the 
amounts which would be otherwise payable, 
pursuant to sections 1814(b) and 1833(a). 
!or services furnished by or through the 
plan to individuals enrolled under this sec
tion with the plan, or enrolled other than 
under this section with the plan but eligible 
to enroll under this section with the plan. 

"(2) For purposes of this section, the term 
'adjusted average per capita cost' means the 
average per capita amount that the secretary 
estimates in advance (on the basts of actual 
experience, or retrospective actuarial equiva
lent based upon an adequate sample and 
other information and data. in a geographic 
area served by a health benefit plan or in a 
similar area. with appropriate adjustments 
to assure actuarial equivalence) would be 
payable 1n any contract year !or services cov
ered under parts A and B. or part B only, 
and types of expenses otherwise reimbursable 
under parts A and B, or part B only (includ
ing administrative costs incurred by organi
zations described in sections 1816 and 1842), 
l! the services were to be furnished by other 
than a health benefit plan (and, for services 
covered only under section 1861 (s) (2) (G), 
1! the services were to be furnished by a 
physician or as an incident to a physician's 
service). 

"(3) The payment to a health benefit plan 
under this subsection !or individuals en
rolled under this section with the plan and 
entitled to benefits under parts A and B shall 
be made from the Federal Hospital Insurance 
Trust Fund and the Federal Supplementary 
Medical I~1surance Trust Fund. The portion 
of that payment to the plan !or a month 
to be paid by the latter trust fund sha.11 be 
equal to 200 percent of the sum of-

" (A) the product of (1) the number of 
such members !or the month who have at
tained age 65, and (11) the monthly actu
arial rate !or supplementary medical Insur
ance !or the month as determined under 
section 1839(c) (1). and 

"(B) the product of (i) the number of 
such membe1s !or the month who have not 
attained age 65, and (U) the monthly actu-
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arlal rate for supplementary medical insur
ance for the month as determined under sec
tion 1839{c) (4). 
The remainder of that payment shall be paid 
by the former trust fund. 

"{b) (1) For purposes of this section the 
term 'health benefit plan' means a nongov
ernmental organization which ls lawfully en
gaged in providing, paying for, or reimburs
ing the cost of, health services under group 
insurance policies or contracts, medical or 
hospital service agreements, membership or 
subscription contracts, or similar group ar
rangements, in consideration of premiums or 
other periodic charges payable to the plan, 
but does not include an organization that 
meets the definition of 'health maintenance 
organization' under section 1301 {a) of the 
Public Health Service Act. 

"(2) In order to enter into a contra.ct with 
the Secretary under subsection {h), a health 
benefit plan must--

"(A) use a community rating system with 
respect to individuals enrolled under this 
section in the plan for purposes of setting 
the premiums, within the classes of members 
used by the Secretary in determining the 
per capita rate of payment under subsection 
(a); 

"(B) demonstrate to the satisfaction of 
the Secretary that the ratio of premium 
amounts to benefits paid for individuals en
rolled in the plan under this section wlll not 
exceed the average ratio of premium 
amounts to benefits paid for individuals en
rolled in such plan who are not beneficiaries 
under this title; 

" { C) meet reasonable standards estab
lished by the Secretary with respect to fiscal 
soundness; 

"(D) demonstrate to the satisfaction of 
the Secretary that the plan will be able to 
meet its obligations under the contract, 
based on substantial experience in providing 
health benefits to populations other than 
beneficiaries under this title or State plans 
approved under title XIX of this Act; 

"{E) utilize significant and innovative 
cost control methods, such as the use of 
participating providers at negotiated rates 
or incentive payment systems; 

"(F) inform all beneficiaries of any limi
tations on participating providers under the 
plan, including the identity and location of 
the participating providers; 

" ( G) provide the services listed under 
parts A and B through institutions, entitles, 
and persons meeting the appllca.ble require
ments of section 1861; and 

"(H) enroll individuals eligible to enroll 
under this section without regard to their 
health status {but may commence or cease 
enrolllng such individuals a.t any time). 

" { c) If an individual ls enrolled under 
this section with a health benefit plan, 
neither the individual nor any other person 
or entity {except for the health benefit plan) 
shall be entitled to receive payments from 
the Secretary under this title for services 
furnished to the lndi vid ua.l. 

"{d) Subject to the provisions of subsec
tion {e), every individual entitled to bene
fits under parts A and B, or part B only 
{other than an individual medically deter
mined to have end-stage renal disease), shall 
be eligible to enroll under this section with 
any health benefit plan with which the 
Secretary has entered into a contract under 
subsection {h) that serves the geographic 
area in which the individual resides. 

" { e) An individual may enroll under this 
section with a health benefit plan as may 
be prescribed in regulations, and may termi
nate his enrollment with the heal.th benefit 
plan as of the beginning of the first cal
endar month following a. full calendar month 
after he has requested termination. 

"(f) Any individual enrolled with a health 
benefit plan under this section who is dis
satisfied by reason of his failure to receive 

any health service to which he believes he 
ls entitled and at no greater charge than 
he believes he ls required to pay shall, if 
the amount in controversy ls $100 or more, 
be entitled to a hearing before the Secre
tary to the same extent a.s ls provided in 
section 205{b), and in any such hearing the 
Secretary shall make the health benefit plan 
a party. If the amount in controversy is 
$1,000 or more, the individual or health 
benefit plan shall, upon notifying the 
other party, be entitled to judicial review of 
the Secretary's final decision as provided in 
section 205 (g), and both the individual and 
the health benefit plan shall be entitled to 
be parties to that judicial review. 

"(g) (1) Except as provided in paragraph 
(2), ea.ch health benefit plan with which the 
Secretary enters into a contract under this 
section shall have an enrolled membership 
at least half of which consists of individ
uals who are not entitled to benefits under a 
State plan approved under title XIX. 

"(2) The Secretary may modify or waive 
the requirement imposed by paragraph (1) 
in circumstances which the Secretary finds 
warrant special consideration (a.nd ma.y take 
into account, in determlr.ing whether to 
modify or waive that requirement, the rea
sonableness of the plan's premium rate and 
other charges for members entitled to bene
fits under this title or under a State plan 
approved under title XIX). 

"{h) (1) The Secretary ls authorized to en
ter into a. contract with any health benefit 
plan that undertakes to provide the benefits 
described in sections 1812 and 1832 of this 
Act to individuals enrolled under this sec
tion with that plan. 

"(2) Each contract under this section shall 
be for a term of at least one year, as deter
mined by the Secretary, with a health bene
fit plan, neither the individual nor any other 
person or entity {except for the health bene
fit plan) shall be entitled to receive payments 
from the Secretary under this title for serv
ices furnished to the individual. 

"{d) Subject to the provisions of subsec
tion {e), every individual entitled to benefits 
under parts A and B, or part B only (other 
than an individual medically determined to 
have end-stage renal disease), shall be eligi
ble to enroll under this section with any 
health benefit plan with which the Secretary 
has entered into a contract under subsection 
(h) that serves the geographic area in which 
the individual resides. 

"(e) An individual may enroll under this 
section with a health benefit plan as may be 
prescribed in regulations, and may terminate 
his enrollment with the health benefit plan 
as of the beginning of the first calendar 
month following a full calendar month after 
he has requested termination. 

"(f) Any individual enrolled with a health 
benefit plan under this section who is dis
satisfied by reason of his failure to receive 
any health service to which he believes he ls 
entitle:! and at no greater charge than he 
believes he is required to pay shall, if the 
amount in controversy is $100 or more, be 
entitled to a hearing before the Secretary to 
the same extent as is provided in section 
205 ( b) , and in any such hearing the Secre
tary shall make the health benefit plan 
and may be made automatically renewable 
from term to term in the absence of notice 
by either party of intention to terminate at 
the end of the current term; except that the 
Secretary may terminate any such contract 
at any time (after such reasonable notice and 
opportunity for hearing to the health bene
fit plan involved as he may provide in regu
lations), if he finds that the plan {A) has 
failed substantially to carry out the contract, 
(B) ls carrying out the contra.ct in a. manner 
inconsistent with the efll.cient and effective 
administration of this section, or (C) no 
longer substantially meets the applicable 
conditions of subsection (b). 

"{4) The effective date of any contract 
executed pursuant to this subsection shall be 
specified in the contract. 

" ( 5) Each contract under this section-
" {A) shall provide that the Secretary, or 

any person or organization designated by 
him-

"(1) shall have the right to inspect oi; 
otherwise evaluate the quality, appropriate
ness, and timeliness of services performed 
under the contract, and 

"(11) shall have the right to audit and in
spect any books and records of the health 
benefit plan that pertain to services per
formed or determinations of a.mount payable 
under the contract. 

"{B) shall require the plan to provide (and 
pay for) written notice in advance of the 
contract's termination, as well as a descrip
tion of alternatives for obtaining benefit.a 
under this title, to each individual enrolled 
under this section with the plan, and 

"{C) shall contain such other terms and 
conditions not inconsistent with this sec
tion as the Secretary may find necessary. 

"{6) The Secretary may prescribe the pro
cedures and conditions under which a health 
benefit plan that has entered into a contract 
with the Secretary under this subsection 
may inform individuals eligible to enroll un
der this section with the plan about the 
organization, or may enroll such individuals 
with the plan. 

"(7) The Secretary may not enter into a 
contract with a health benefit plan under 
this subsection if a former contract with 
that plan under this subsection was termi
nated at the request of the plan within the 
preceding five-year period, except in cir
cumstances which the Secretary finds war
rant special consideration. 

"{i) The function vested in the Secretary 
by subsection {h) may be performed with
out regard to such provisions of law or reg
ulations relating to the making, perform
ance, amendment, or modification of con
tracts of the United States as the Secretary 
may determine to be inconsistent with the 
furtherance of the purpose of this title.". 

{b) The amendment made by this section 
shall apply with respect to services fur
nished on or after the first day of the thir
teenth calendar month that begins after the 
date of the enactment of this Act. 

THE HEALTH INCENTIVES REFORM ACT OF 1979 
1. Standards for employer health benefit 

programs and for private health care fi
nancing and delivery plans to qualify for 
exclusion of employer contributions and de
ductib111ty of employee contributions from 
employee's taxable income. 

A. Standards for Employer Health Benefiftt 
Programs 

In order for employer contributions to em
ployee health benefits to qualify for exclu
sion from the employee's taxable income, the 
employer health benefit program must meet 
the following standards. 

1. Multiple Choice of Plans Offered. 
Proposal: Each employer subject to the 

Fair Labor Standards Act, having 25 or more 
employees, shall include in any health bene
fits program offered to employees a choice of 
no less than three health insurance or de
livery plans meeting the standards described 
in Part B below. Employees must have a 
periodic opportunity to change plans. The 
choice of plans may include private indem
nity or service benefit plans, a self-funded 
plan, health maintenance organizations, or 
a labor-management health and welfare 
trust fund. (Three different "options" from 
the same carrier would not meet this require
ment.) Two of the three must be state or 
federally qua.lifted health maintenance or
ganizations, if available. 

Reasons: The link between jobs and health 
insurance, fostered by the favorable tax 
treatment of employer-provided health bene-
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fits, has become one of the most important 
barriers to competition among health ca.re 
financing a.nd delivery plans in the United 
States today--a. result Congress surely did 
not intend when it enacted the Internal Rev
enue Code of 1954. Most employed people 
still a.re offered a. single health insurance 
plan by their employer, and a.re thus denied 
some of the important benefits of competi
tion and choice. The multiple choice of 
health plan principle ha.s been proved to be 
pra.ctica.l and desirable in such programs as 
the 18-yea.r old Federal Employees Health 
Benefits Program now covering 10.5 million 
people. It ha.s also found successful though 
limited application in the private sector. 

Congress recognized the desirability of 
multiple choice in the HMO Act when it 
required employers to offer their employees 
one group practice and one individual prac
tice HMO, if available. However, HMOs a.re 
too few in number, for the most part too 
small, and too tightly regulated by HEW, 
to be able to bring the benefits of competi
tion and choice to most Americans in the 
foreseeable future. Moreover, there are other 
potentially attractive alternative health-care 
financing and delivery systems that do not 
meet the detailed specifications of the HMO 
Act. This proposal would open up competi
tion and multiple choice of hea.lth insurance 
plans to a.11 employed Americans. 

The HMO Act would still apply, i.e., if 
appropriate federally-qualified HMOs are 
available in a.n area, the employer would still 
be required to offer them. They could be in
cluded in the required three plans. 

2. Equal Dollar Contributions to All Pla.ns 
Offered. 

Proposal: The employer's premium con
tribution must be the same whichever plan 
the employee chooses. Lf an employee chooses 
a plan whose premium is below the em
ployer contribution level, the employer 
must give the employee the difference in 
cash or other benefits. The employer must 
also offer payroll deduction to the employee 
for the employee's contribution. 

The employer may contribute different 
a.mounts on behalf of employees in differ
ent actuarial categories (e.g. individuals, 
couples, families). This provision does not 
require employers to contribute at any par
ticular level. If the employer is not cur
rently making a. fixed periodic dollar con
tribution per employee (because, for ex
ample, he is offering a self-insured or retro
actively adjusted experience-rated insurance 
plan), he must ascertain the actuarial value 
of his current arrangements per employee 
and contribute an equal dollar amount on 
behalf of those who join HMOs or other 
heal th plans. 

Reasons: The intent of this proposal is 
twofold. First, it would subject health plans 
to economic competition. The employee who 
chooses a more costly plan would have to 
pa.y the difference in cash or other benefits 
.roregone. Second, it would make the com
petition fair. 

Today, many employers pay 100 percent of 
the premium, whichever plan the employee 
chooses, thus paying more to more costly 
health plans, and subsidizing plans with 
weak or no cost controls against those with 
effective cost controls. 

Employers or collective bargaining agree
ments not now in compliance with this 
principle could work out alternative ar
rangements that are in compliance at the 
next contract renewal. For example, em
ployers could contribute the difference, on 
behalf of those who chose less costly hearth 
plans, to other tax-sheltered fringe benefits. 
One frequent response would be for the em
ployer to pay no more than 100 percent of the 
premium of the lea.st costly plan, leaving it 
to the employee who selects a more costly 
plan to pay the difference. An important ef-

feet would be to make all employees a.ware 
of the costs of their health benefits. 

These two proposals together would put 
Congress firmly on record a.s in favor of fa.Ir 
economic competition among health plans. 

3. Limit on Tax-Free Employer Contribu
tion. 

Proposal: The tax-free employer contribu
tion would be limited to the average pre
mium cost for federally qua.lifted HMOs 
across the country. The limits would be cal
culated for the categories by which HMOs 
quote premiums such as individual, couples, 
and famllies (subscriber with 2 or more de
pendents). The limit would be applied by 
family, so that a family with 2 or more 
workers could not accept tax-free employer 
contributions above the limit. 

Rea.sons: The present open-ended tax sub
sidies to health insurance have motivated 
employees to negotiate for extremely costly 
health benefits without built-in cost 
controls. 

In effect, the federal government is subsi
dizing people's choices of the most costly 
health plan options. It ls appropriate for the 
federal government to subsidize health in
surance purchases up to the level required 
for good quality comprehensive care (as pro
vided by the HMOs). If people want to buy, 
or negotiate for their employers to buy, more 
costly health insurance, that should be their 
right-Jbut not at taxpayer expense. More
over, over 30 million people have duplicate 
insurance, usually provided tax free through 
the employe.rs of both spouses. Again, this 
duplicate coverage should not ·be tax free. 
(Note: If this Congress mandates employer 
provided catastrophic medical expense insur
ance for employees, the requirement of mul
tiple-choice would not be applied to those 
employers not previously offering health in
surance and whose insurance plan is limited 
to the mandated level.) 

.B. Standards for Health Care Financing 
and Delivery Plans. Any health benefits plan 
that results in nontaxable fringe benefits or 
itemized deductions must meet the following 
standards. 

1. Standard Basic Minimum Benefits. 
'Proposal: All health benefits plans must 

cover, as a minimum uniform set of benefits, 
the Basic Benefits defined in the HMO Act. 
Coverage may be subject to substantial co
payments and deductibles. Additional bene
fits may be offered. Such plans may require 
the beneficiaries obtain covered services from 
participating providers. 

Reasons: The covered benetlta of health 
plans are often hard to understand and 
compare. There are complex exclusions and 
llm1ts on coverage. Consumers can under
stand copayments and deductibles and make 
reasonable Judgments about quality and ac
cess1b111ty of services. But the effort required 
to become well informed about the signift
cance of many "fine print" exclusions 1s 
very great. This proposal would standardize 
a lot of the fine print. All health benefits 
could then be described in terms of Basic 
Benefits plus a manageable number of ad
ditional benefits. This would focus competi
tion on quality and accessibility of services, 
and price. Price comparisons would be easier 
and more meaningful. And consumers would 
be protected from tricky or misleading ex
clusions of important services. This provision 
would also hold HMOs and other health 
benefits plans to a more comparable stand
ard of benefits. This provision need not in
crease premium costs; premium can be re
duced even to quite low levels by raising 
the deductible. 

2. Limits on Cost-Sharing-"Catastrophic 
Expense Protection." 

Proposal: All health plans must limit con
sumer cost-sharing (co-insurance, copay
ments, deductibles) for Basic Benefits to a 
maximum annual amount ot $3,500 per 

family (with the consumer to provide evi
dence of applicable payments). 

Reasons: Tens of million of Americans 
lack "catastrophic expense protection" even 
though they have some health insurance. 
This is particularly unfortunate in view of 
the fact that the infrequency of catastrophic 
illness expense makes this kind of insur
ance much less costly than "first dollar cov
erage." Ma.ny millions of Americans now must 
plan to fall back on the public sector in 
the event of catastrophic illness. Thus, it 
seems reasonable to require that every plan 
provide such protection. The extremely costly 
expenses should be insured before "first 
dollar" coverage is provided. 

Cost-sharing by the patient has been con
sidered to be a valuable economic incentive 
to motivate the patient to consider the cost 
of ca.re. Whatever its merits in the case of 
ambulatory visits might be, when the pa.tien.It 
is seriously 111, it is the providers, not the 
patient, who make the main cost-gener.asting 
decisions. Thus, cost-sharing by patient 
should be limited to the comparatively low 
cost "patient-inltiated and elective" care. 

3. Continuity of Coverage. 
Proposal: All health plans must provide 

to covered beneficiaries: 
· (a.) at least 30 days coverage without 

premium payment for the unemployed after 
termination of employment, for dependents 
after death of an employed family member, 
and for divorced spouses after divorce; 

(b) ait least 6 months additional continua
tion of existing coverage for the categories 
identified in (a.) upon payment of premium 
not greater than 100 % of the premium (or 
cost) applicable to the pertinent group cov
erage; 

( c) the right for the employee, widows or 
widowers, spouses and other dependents of 
retirees, divorced spouses a.nd dependent 
children, a.nd dependent children upon at
tainment of majority, who have been mem
bers of an insured group to convert, without 
proof of insurabll1ty or reference to prior 
medical condLtions, to individuaJ coverage. 
Each participating carrier shall offer one 
standard individual conversion plan which 
shall provide benefits at least equal to those 
specified in section B.1. at a premium rate to 
be determined by a formula to be submitted 
by the carrier to the applicable state agency. 
Such state agency shall be responsible for 
determining, in accordance with criteria to 
be established by the Secretary that such 
formula. provides a rate that is reasonable, 
taking into account the cost of providing 
covered benefits to such individuals. 

( d) coverage with a waiting period of no 
more than 30 days, and with no exclusions or 
restrictions for prior medical conditions. 

Health plans may not cancel coverage be
cause of illness or any reason other than fail
ure to pay premiums. 

Reasons: Many people lose their health 
insurance when they lose their jobs, are di
vorced, their spouse dies, etc. Dependent 
children lose coverage upon relinquishing 
dependent status. This causes individual 
hardships, and subjects the private health 
insurance industry to justiflable criticism. 
This proposal would add little to the cost 
of insurance, but would greatly enhance peo
ple's continuity of coverage. 

4. Dependent Coverage. . 
Proposal: All health plans mu~t offer the 

employee the option of buying coverage for 
dependent spouses and children. The em
ployer ts not required to pay for it. Em
ployers must offer payroll deduction for em
ployee premium contributions. The defini
tion of these dependents must include at 
least those defined as dependent children 
by the JRS. Moreover, children who were dis
abled whlle dependents must be covered by 
such policies as long as they are 11 vtng with 
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their parents. Newborns must be covered 
automatically. 

Reason: About 45 percent of those who 
have no health insurance are members of 
a family the head of which is insured. Young 
adults are almost twice as likely as any other 
age group to be without coverage. Their fam-
111es ought to have the option of buying 
them health insurance at affordable group 
rates. 

ll. MEDICARE 

A. An Effective HMO Option for Medi
care Beneficiaries. 

Proposal: Change Section 1876 of the So
cial Security Act to permit any Medicare 
beneficiary to direct the 95 percent of the 
"Adjusted Average Per Capita Cost" (AAPCC) 
to the Medicare program for people in his 
actuarial category who are not members of 
a. HMO, be paid, as a premium contribu
tion on his behalf, to the HMO of his choice 
in the form of a fixed prospective periodic 
payment. Each HMO agreeing to this form of 
payment would construct an "Adjusted Com
munited Rate" which would be its basic 
community rate actuarially adjusted for Med
icare benefits and the utmzation of the Medi
care beneficiaries. 

If the "Adjusted Community Rate" is less 
than the Prospectively determined AAPCC, 
the HMO must pass on the difference to its 
Medicare beneficiary members in the form of 
better benefits, or reduced premiums or cost
sharing. If the Adjusted Community Rate ex
ceeds the AAPCC, the HMO must provide the 
Medicare benefits for the AAPCC amount. 

Reasons: Today, Medic~e does not pay 
HMOs in a way that conforms to their usual 
way of doing business, i.e. on the basis of a 
fixed prospective periodic payment for com
prehensive services. Instead, Medicare im
poses on them the fee-for-service cost-reim
bursement mode of payment with its cost-in
creasing incentives. (There ls a provlslon
Seotlon 1876-for paying HMOs on a quasi
per capita basis, but it ls very complex, ls 
discriminatory against HMOs and their mem
bers since the government keeps half the 
"savings", retains elements of cost reim
bursement, and has not been put into op
eration to any appreciable extent) . 

Thus, Medicare often pays substantially 
less on behalf of beneficiaries who join HMOs 
than on behalf of similar beneficiaries in 
the same area who choose to get their care 
from the fee-for-service sector. For example, 
in 1970 Medicare paid $202 per capita (on a. 
cost-reimbursement basis) on behalf of be!le
ficiarles cared for by cost-effective Group 
Health Cooperative of Puget Sound, but paid 
$356, or 76 percent more, on behalf of similar 
beneficiaries (I.e., an age-sex-area matched 
sample) who chose fee-for-service. On aver
age, for six group praotlce prepayment plans 
a.round the country included in the study 
from which these data come, Medicare paid 
36 percent more on behalf of sim11a.r bene
ficiaries who chose fee-for-service. 

This Medicare system deprives beneficiaries 
of an important financial incentive to join a 
cost-effective organized system of care. In 
1977, less than 300,000 Medicare beneficiaries 
were HMO members, about one percent of 
all beneficiaries. 

For Medicare reimbursement to HMOs at 
95 % of AAPCC, those HMOs engaged in sig
nificant competition with other health plans 
and, with less than $10 milllon in exist
ing Medicare business wlll be exempt from 
the Adjusted Community Rate (ACR) provi
sions. 

The ACR provision ls designed to Insure 
that any savings an HMO realizes (the dif
ference between costs and 95 % AAPCC) are 
returned to the beneficiary In the form of 
additional benefits. While this may be neces
sary for the isolated and/or large HMO, it 
is unnecessary for an HMO locked in com
petition with other cost-effective plans for 
Medicare beneficiaries. In this case, the mar-

ket place wlll act to naturally fill the gap 
with benefits attractive and appropriate to 
the Medicare population. Furthermore, the 
ACR provision establishes a potential vehi
cle for the federal government to regulate 
price and benefits. 

For a. number of existing HMOs, Medicare 
beneficiaries already constitute a fair amount 
of business (Kaiser, Group Health of Puget 
Sound, HIP) . For them, the recruitment of 
their e"<isting Medicare beneficiaries ls over 
and wlll not be affected by this blll. For those 
people, we want to insure that the change 
in reimbursement arrangement results in in
creased benefits to them, not just increased 
revenue for the HMO. The ACR scheme as
sures that. 

B. A Similar Private Health Service on In
surance Plan Option for Medicare Bene
ficiaries. 

Permit the Secretary of HEW to contract 
with health service or insurance plans other 
than HMOs to underwrite health insurance 
for medicare beneficiaries. HEW would con
tribute 95 percent of the Adjusted Average 
Per Capita Cost to Medicare, prospectively 
determined, as a fixed premium contribution 
to the plan of the beneficiary's choice. The 
health plan would offer enrollment through 
an annual open enrollment process, run by 
DHEW, similar to that used in the Federal 
Employees Health Benefits Program. Par
ticipating health plans would have to agree 
to the following: 

1. Compliance with enrollment and mar
keting procedures specified by the secretary, 
including annual open enrollment to all 
Medicare beneficiaries in the plan's desig
nated service area.. 

2. The plans must provide the Medicare 
benefit package for 95 percent of AAPCC. 
They may offer additional benefits. 

3. The plans must use a community ratlng 
system for premiwn setting, within the 
actuarial categories used by the Secretary to 
determine AAPCC. 

4. The plans must be able to meet re&
sonable standards, established. by the Secre
tary, with respect to fiscal soundness. 

5. The plans must provide evidence, based 
on substantial experience in markets other 
than for Medicare a.nd Medicaid beneficiaries, 
that they are able and likely to meet their 
obligations. 

6. The plans must provide evidence of sig
nificant and innovative cost control meth
ods, such as selection of a. limited set of 
participating providers who are wlllng to 
accept negotiated. incentive payment sys
tems. (If the participating providers are 
limited in number, the health plan must 
fully Inform the beneficiaries of their iden
tl ty and location). 

7. If the Secretary finds evidence that the 
health service or insurance plan ls systemat
ically selecting preferred risks, falling to per
form its contractual obligations, or engaging 
In fraud and deception, he may cancel the 
contract as of the next annual enrollment. 

B. These proposals would enhance fair 
competition and incentives for cost control. 
Thus, it would make Medicare more of a 
force for delivery system reform. 

HMOs: THE RoAD To GOOD HEALTH CARE 
(By James F. Doherty) 

If all had gone according to plan, there 
would have been 1,700 health maintenance 
organizations (HMOs) enrolling 40 million 
people in 1976. And in 1980, 90 percent of the 
American publlc could have had the option 
of enrolllng in an HMO. 

This was the objective presented by Presi
dent Nixon to Congress in the spring of 1971 
as an ambitious plan to remedy many of the 
ills of the nation's health care delivery sys
tem. Unfortunately, actual HMO enrollment 
by 1976 was only 6 million and the most 
optimistic projections of 1980 are for only 
sllghtly more than 9 million people to be 
enrolled in 245 HMOs. The story behind the 

eight years separating the rhetoric of 1971 
and the reality of 1979 ls an interesting tale 
of the evolution of a good idea that many 
have liked but to few have supported. 

From its inception in 1970, the acronym 
HMO was designed to curry immediate favor 
among both health policymakers and the 
general publlc. Who wouldn't want their 
health maintained? But while the acronym 
sparks immediate interest, the organizations 
on which the term ls based belie the notion 
of simply maintaining the health of their 
members. While in fact providing their 
members with a number of preventive serv
icts, HMOs owe their existence to their abil
ity to organize and discipline the process of 
directly providing a wide range of health 
services. The efficiency of that process pro
duces considerable savings which are in turn 
used to eliminate many co-payments and 
deductibles accompanying such services un
der tra.ditlonal insurance p!ans. But from 
the beginning, the over-simplified HMO con
cept may have caused as many problems as 
it solved. 

Early models for HMOs date to the late 
1920s. Spawned by the hard times of the 
early Depression, the earliest model was the 
Ross-Loos Medical Group in Los Angeles 
which for a prepaid fee of $2 per person per 
month provided city Water and Power De
partment employees with a wide range of 
medical and hospital services. Prepayment 
enabled the workers to set aside a fixed 
:imount for medical care and enabled the 
two founding physicians, Ross and Loos, to 
accumulate sufficient funds to finance 
health care !aclllties. By 1931, the prepaid 
group practice plan was providing services 
to more than 6,000 city employees and their 
dependents at half the price of what the 
same services would have cost on a fee-for
service basis. These savings were generally 
:ittributable to prepayment, which ellmi
nated the physicians• financial inventlves to 
provide unnecessary or unusually expensive 
service~. 

Other prepaid group practices emerged 
during the 1930s and 1940s from a variety 
of backgrounds. Some were consumer-spon
sored and others, llke the Kaiser-Permanente 
Medical Care Program, evolved out of a war
time industrial setting. 

All relled heavlly on organized. labor for 
their existence and growth. Like other formr; 
of health insurance, HMOs and their earller 
versions are financed mainly by employee 
group contributions. Thus labor's early and 
continued support was and ls a key to sur
vival. 

By 1948, about 15 prepaid group practices 
were operational around the country. Mem
bers enrolled voluntarily and were free to dis
enroll, giving the plans considerable incen
tives to ensure satisfactory health services. 
The result was a remarkably effective private 
sector system of containing health costs
through the prepayment mechanism-while 
providing high quality services through the 
physicians' group practice. But even good 
ideas are not without their opponents. 

As early as 1932, the American Medical 
Association had attacked prepaid group 
practice as the corporate practice of medi
cine, or the pejorative, "contract practice." 
Prepaid group practice physicians were ex
pelled from or refused admission to local 
medical societies which in turn often caused 
the loss of hospital staff privileges. In some 
cases, local medical societies even worked to 
deny plan physicians state medical Ucenses. 

Prepaid group practices were viewed as a 
competitive threat to many fee-for-service 
practices in some areas, prompting organized 
medicine and others to work tor the passage 
of state laws to restrict the formation of 
such groups. By the mld-1960s, a total of 26 
states had laws on the books that limited 
HMO growth by requiring huge financial re
serves, preventing physicians from being 
employed by non-physicians, preventing 
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HMOs from limiting their members' choice 
of physicians to those employed by the plan, 
and limiting management of the organiza
tion to a.11 or a majority of physicians. It was 
not until the 1970s that these restrictions 
were finally eased through social pressures 
and federal legislation. However, the Fed
eral Trade Commission is today stlll at
tempting to eliminate provider-induced re
strictions on HMOs. 

Despite these obstacles, prepaid group 
practices had by the early 1970s established 
an impressive record of containing health 
costs. Studies of federal employees compar
ing those enrolled in prepaid group prac
tices and those covered under traditiona1 in
surance showed that the preps.id groups were 
hospitalized only half as much as the others. 
And this was due almost entirely to the pre
paid groups' providing more care in central
ized outpatient faclllties than in hospitals. 
There was also a significant reduction in cer
tain kinds of surgery, such as tonslllectomies, 
with no reduction in the quality of care. This 
was attributed to the prepaid group's unique 
incentive to provide both high quality ca.re 
to retain members and to provide appropri
ate kinds of care to reduce plan costs. 

In contrast, federal health programs such 
as Medicare and Med1ca.ld had by the 1970s 
begun to have huge cost overruns. Relying on 
the existing health care delivery system to 
provide care for the poor and elderly with 
federal funds, both Medicare and Medicaid 
were costing two to three times what had 
been projected in the mid-60s. Although 
many people were for the first time receiving 
some essential medical ca.re, the infusion of 
federal dollars into a fee-for-service system
with no incentive to provide care cost-effec
tively-resulted in a new era of inflation in 
both the federal health budget and the 
health industry as a whole. Faced with these 
problems, prepaid group practices looked ex
tremely attractive to the Nixon Administra
tion. 

The term health maintenance organization 
was coined by Presidential health advisor 
Paul Ellwood, M.D., to describe the prepaid 
group practices. Even as late as 1970, orga
nized medicine was strongly opposed to the 
prepa.ld group practice concept, so a more 
general, politically neutral term, HMO, was 
coined. Although prepaid group practices do 
provide their members with so-called pre
ventive services, such as annual physicals 
and well baby care without any additional 
charges, the term HMO was a bit misleading. 
The prepaid plans were really providing ap
propriate illness and injury care with empha
sis on the value of early detection of illness 
or disease. But none of the plans claimed to 
be able to keep all of their patients healthy. 

HMOs were posed by President Nixon in a 
Feb. 18, 1971, address to Congress as the 
centerpiece of a national health strategy to 
contain soaring national health costs. The 
federal government would provide funds to 
support the development of new plans and 
would provide up to $300 million in loan 
guarantees to build new facillties. State 
laws would be overridden when they pre
vented HMO development and insurance 
companies would be required to offer sub
scribers the choice of HMO membership if 
one were available. Medicare and Medicaid 
beneficiaries would be encouraged to join 
and, as a result, many of the nation's health 
delivery problems would be solved. 

In 1971, about 20 prepaid group practices 
in the country enrolled less than 4 mlllion 
people. In just five years, that number was 
to increase 1,000 percent and in nine years 
the number of operating plans was to in
crease by 8,600 percent. 

In 1971, the Department of Health, Edu
cation and Welfare began funding HMO de
velopment, using $6 million of existing funds 
from other programs. However, by year's end, 
key congressional leaders became concerned 

that HEW was acting without specific con
gressional guidance on how and where to 
develop HMOs. In a letter to HEW Secretary 
Elliot Richardson in February 1972, Sen. Ed
ward Kennedy (D-Mass.) and Rep. Paul 
Rogers (D-Fla.) requested HEW to halt their 
HMO funding until Congress could take up 
the matter. Kennedy and Rogers chaired key 
congressional health committees. 

By 1972, faced with growing opposition 
from a number of groups, HEW had already 
revised its HMO growth numbers, promising 
by then that by 1976 it would fund 450 
HMOs rather than the originally proposed 
1,700. However, HEW Secretary Richardson 
was stlll promising 1,800 HMOs by 1980. The 
numbers game had already begun, even be
fore formal HMO legislation had been in
troduced in Congress. 

National politics also intervened in the 
HMO strategy. The American Medical Asso
ciation and others mustered their forces in 
mid-1972 to strongly object to the massive 
HMO development strategy. Although HMO
type organizations had over 40 years of dem
onstrated experience in providing high qual
ity health care, the AMA insisted that the 
HMO concept needed further testing. As a 
result, by 1973 the Nixon Administration had 
-adopted a far more conservative approach 
to HMOs. The Administration at that point 
proposed a bill in Congress that called for a 
much scaled-down federal HMO program. 

Congress had as early as 1970 considered 
HMO legislation that would have provided 
new incentives for HMO-like organizations 
to enroll more Medicare patients. But delays 
in both the House and Senate caused by the 
need for considerable changes in the existing 
Medicare program and the unwillingness of 
key congressional staff to back normal HMO 
payment methods prevented the bills from 
serious consideration. 

By mid-1972, a number of other HMO bills 
had been introduced in Congress. One, spon
sored by Kennedy, proposed to do with 
HMOs what he had been unable to do with 
an earlier national health insurance bill. 
HMOs would be required to offer a compre
hensive set of benefits to everyone at a uni
form rate. Kennedy proposed a $5 billion 
federal susbidy over a period of five years 
to start new HMOs that would develop in 
both urban and rural areas. But the Nixon 
Administration and Kennedy were at great 
odds as to the amount of federal subsidies 
that should be committed to meet the prom
ise of l,700 HMOs by 1976. However, enor
mous subsidies were clearly required if the 
HMOs were to provide everyone with virtu
ally unlimited benefits. 

Throughout 1972 and 1973, congressional 
debates continued on the merits of the HMO 
arguments. Following the AMA attack on 
HMOs prior to the 1972 presidental election, 
the Nixon Administration had all but aban
doned its earlier support for broad-based 
HMO development. The result was passage in 
late 1973 of an HMO law that required a 
wide range of benefits but which authorized 
HEW to spend a fraction of the funds origi
nally requested by Kennedy. And as it turned 
out, Congress in the next three yea.rs appro
priated only a third of the amount author
ized under the 1973 law, or little more than 
$100 million. 

Relatively little progress was made from 
1974 through early 1977 in developing new 
HMOs due to the unrealistic requirements 
placed on plans to receive federal funding. 
To meet the federal qualification require
ments, plans were required to offer an ex
pensive benefit package to everyone in a 
community, regardless of their health status. 
Even with the various efficiencies of the pre
paid system, without sizable federal subsi
dies the plans were too expensive to be com
petitive in most marketplaces. Even estab
lished plans had no incentive to participate 
in the federal program. And one important 

provision in the HMO law that required most 
employers to offer qualified plans to their 
employees was unavailable to the majority of 
successful plans that could not afford to be
come qualified. 

By 1976, the original HMO law was 
amended to provide addi tlonal funds for the 
HMO program, to significantly revise the re
strictive benefit requirements, and to provide 
newly developing HMOs time to achieve fi
nancial stability before having to offer en
rollment to everyone in their communities. 
However, the 1976 amendments did give a 
union bargaining team the exclusive right to 
accept or reject an HMO offering on behalf 
of its organized workers. And even though 
organized labor has historically been a key 
supporter of prepaid group practices, even 
this provision has in some instances hindered 
effective HMO marketing to organized groups. 

The Carter Administration since taking 
office in 1977 has to a certain extent revived 
the federal commitment to aggressively de
velop HMOs. The President for fiscal year 
1980 doubled the request for HMO funds over 
1979, something Congress is currently con
sidering. HEW has mounted a promotional 
effort to support HMO development ln a 
number of new areas and plans to provide 
support to existing HMOs for expansion. 

But given the rhetoric of the last eight 
years, some observers remain cautious about 
the future for HMOs. HEW currently says 
that by 1990 there wm be 440 HMOs enroll
ing over 20 mi111on people. Cost savings are 
expected to be over $20 billion as a result. 
Sixty-one cities have been targeted for new 
HMO development and an HEW field staff ts 
currently at work trying to develop com
munity support to start new HMOs. Even 
though current HEW projections are well 
under those of 1971, the increases promised 
in 10 years are enormous. The question today 
is whether HEW can deliver on those 
promises. 

By the end of 1978, national HMO enroll
ment was around 8 million in sllghtly more 
than 200 plans. Of those members, 3.5 mil
lion are in the country's largest HMO, the 
Kaiser-Permanente Medical Care Program, 
which has health facilities ln six states. 
Eeventy-one percent of the 1978 HMO en
rollment was in plans more than 10 years 
old which w111 require an enormous increase 
in new plans to meet the 20 million enroll
ment goal. 

The current HEW strategy for HMO de
velopment ls geared primarily to produce 
ccst savings. The $20 billion savings by 
1990 has undeniable appeal in the increas
ingly cost-conscious Congress which must 
fund the HEW effort. And, if anything, the 
savings figure is conservative if in fa.ct 440 
HMOs were to enroll 20 million people by 
1990. But to double the number of opera
tional HMOs ln 10 years poses formidable 
problems that current HMO legislation does 
not adequately address. 

The financing of fac11ities remains a major 
problem. Although some federal loans will 
become available in 1980 as a result of 1978 
HMO amendments, the capital needs of 220 
new HMOs over the next 10 years will be 
enormous. The Kaiser program alone has 
close to $500 million invested ln facilities 
and equipment to serve its 3.5 mill1on mem
bers. Even a rough calculation of the facility 
needs of the plans that will serve the 12 
million new members that are expected to 
join HMOs in the next 10 years demonstrates 
the magnitude of the problem. Private capi
tal will have to become available for such 
growth. 

Another strategic problem facing HEW's 
growth plans for HMOs is its targeted cities. 
The strategy rests on the premise that be
cause HMOs save money they will thrive in 
high-cost areas. This may be true once they 
have become established and do not have 
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to subsidize start-up costs and are not de
pendent on free-for-service hospitals and 
specialists. But a new developing plan 
must not only reflect its area's hospital and 
other medical costs in addition to sizable 
start-up costs, but it must also compete 
with traditional insurers for members that 
a.re able to offer national employers na.tional 
rates. The problem fer HMOs is that a na
tional rate reflects the average of costs be
tween high-cost areas and low-cost areas. 
Because an HMO must reflect the local costs 
of medical and hospital services, it is often 
at a competitive disadvantage. Thus, the 
selection by HEW of high-cost cities such as 
Boston, New York, and Washington, D.C., 
for new HMO development may be some
what unrealistic. And many of the targeted 
cities already have several competing HMOs 
so that interjecting new HMOs into an al
ready crowded HMO market could produce 
only minimal results. 

It is certainly clear that much real sup
port for HMOs--dollars for both initial de
velopment and for marketing assistance for 
growing plans-will be necessary from both 
business and labor 1f HEW is to make good 
on its projections of future HMO growth. 
Given the disappointing experiences of the 
past eight years, even the most optimistic 
observers expect that whatever the future 
holds for new HMO growth will depend to a 
large extent on the HMO industry's own 
abUity to make its case in the private mar
ketplace. 

COMPETITIVE HMOs ARE BRINGING CHANGES TO 
AREA MEDICAL-CARE SYSTEM 

(By Peter Vanderpoel) 
When John Miles, 6, developed an ear in

fection the other day, his mother Linda, 801 
Terrace Dr., Rosevme, didn't hesitate--she 
bundled him into the car and drove to one 
of Group Health Plan's seven clinics, at 2500 
Como Av. in St. Paul. 

"There's no charge to see the doctor, so you 
never hesitate to bring the children in," she 
said, illustrating one of the features a grow
ing number of Twin Cities-area residents find 
attractive about hea.lth-Ina.intenance or
ganizations ( HMOs) . 

"We have a very good rapport at this 
cllnic," Linda said, nodding toward Dr. Jo
seph ("call me Joe") Rignatano, one of two 
pediatricians who see John regularly. "The 
people know you here and are very friendly. 
And financially, the cost of care and medicine 
is extremely reasonable." 

Linda. and her husban1, Michael, an as
sistant state attorney general, have been 
Group Health Plan members since they 
moved to the area in 1970. 

Back then, Group Health-the area's oldest 
and largest HMO-had only two clinics; it 
was the area's only alternative to traditional 
insurance coverage and "fee-for-service" 
physicians, and only a relatively few em
ployers, mainly public bodies, offered workers 
even that choice. 

Today, the Twin Cities metropolitan area 
boasts eight HMOs competing with each 
other and with traditional indemnity insur
ance plans; nearly every major company of
fers its employees a choice of two or three 
HMOs, and membership is mushrooming. 

(The newest, Metropolitan Area Pre-Paid 
Plan, was formed la.st month and covers 
about 400 of 700 private-practice physicians 
in Rainsey, Dakota and Washington coun
ties.) 

HMO enrollment stands at nearly 256,000, 
or 13 percent of the seven-county population. 
Membership gains over the last two years 
alone are about equal to total HMO member
ship in 1975. The health plans have captured 
more than 50 percent of the market in some 
corporations (from 69 percent at Carglll and 
60 percent at General Mills to 4 percent at 
3M) and an average of 26 percent in 21 
companies recently surveyed randoinly; they 
invariably gain in subsequent enrollments, 

and they are beginning to turn to smaller 
companies and groups. Estimates that they 
will have 30 percent to 50 percent of the 
market within five years or so are common. 

The area, in fact, is unique, according to 
Dr. Paul Ellwood, president of InterStudy, 
the Shorewood healthy-policy research in
stitute, who in 1970 coined the term HMO 
and sold the concept to the Nixon adminis
tration. 

"It is clear that this is the only community 
(in the nation) where we have a majority 
of the medical profession and hospitals locked 
in this kind of competition," declared Ell
wood, although a few metropolitan areas do 
have a higher percentage of HMO subscrib
ers. "We have here a health system being 
subjected to a lot of economic, social and 
market forces that have never occurred in a 
health system before." 

So what? 
So this area ls showing the country that a 

generous injection of the marketplace into 
the traditional medical-care system can cause 
fundamental changes-changes that, for the 
first time, are giving doctors and hospitals 
incentives to keep costs down and are cut
ting the all-too-fam111ar steep annual in
creases in health-care costs, say HMO 
backers. 

"All the problems (of rising costs) come 
down to the absence of market forces," said 
Dr. Walter McClure, InterStudy's director of 
health-policy analysis. "Until you change 
those incentives, ain't nothing going to hap
pen" to change the system. 

In an HMO, a family pays a set monthly 
fee for essentially all the medical and hospi
tal care it needs. Since the HMO must pro
vide this care for the fixed annual rate, it 
presumably has a financial incentive to hold 
down expenses, to keep the family healthy 
and especially to keep it out of costly hospi
tals. The fee includes services such as rou
tine omce visits, physical examinations and 
other preventive care seldom covered by 
conventional insurance. 

"You feel like you can afford to go to the 
doctor," Karen Nelson, 122 18th Av. N., Hop
kins, said of the MedCenter HMO plan her 
husband, Gene, chose at the Onan Corp., 
where he works in building maintenance. 
MedCenter, the area's second largest HMO, 
was begun by the St. Louis Park Medical 
Center in 1972 and now comprises 15 clinics, 
including St. Louis Park satellites and other 
suburban and St. Paul clinics. 

"We get a lot cheaper and much better 
care" than under the Nelsons' former con
ventional insurance coverage, even though 
Onan would pay the entire cost of that plan 
and MedCenter costs the Nelsons about $7 a 
month, Karen said. "We use it a lot-we 
have four children" ranging from 10 to 16 
years old, she said. 

Under the traditional system, which critics 
say has a. "spare-no-expense" mentality, no 
one-patients, physicians, hospitals-has an 
incentive to hold down costs or to be em
c!ent, especially with widespread insurance. 

The payoff, of course, is in consumer sav
ings--either lesser annual cost increases or 
more and better care for the same dollar. 

And if, as skeptics maintain, a final verdict 
isn't yet in, at least a number of indications 
exist here that Ellwood and other HMO 
boosters are right. 

Item: HMO members are spending signift
cantly less time in hospitals than the Twin 
Cities-area. average, according to several 
studies-between 400 and about 700 days per 
1,000 HMO members, compared with 1,350 
over-all. (This comparison is not exact, be
cause HMOs have few elderly or low-income 
members.) 

Item: The difference is less but still sub
stantial in at least some comparable groups. 
The rate for the 31 percent of Hcnewell's 
Twin Cities employees in HMOs is about 500 
days per 1,000, half that of those with con
ventional group insurance. 

Item: The cost of traditional group-insur
ance plans, which pay for fee-for-service 
care, has been rising faster than HMOs. When 
General Mills first offered MedCenter in 1973, 
for example, the plan cost employees about 
$9 more than conventional coverage; that 
difference ha.s shrunk to essentially zero to
day. MedCenter's 1979 rates are up only 4.6 
percent over last year, according to Stephen 
Goldstone, executive director. (For 1979, at 
least some conventional plans have virtually 
eliminated increases.) 

Item: The Twin Cities-area consumer price 
index for medical care rose 8.1 percent in 
1978, less than the 8.4-percent increase for all 
urban areas, according to the U.S. Bureau 
of Labor Statistics. 

Item: The 1977 hospitalization rate for 
HMO members averaged about 320 days per 
1,000 members less than for Blue Cross-Blue 
Shield groups in Minnesota, according to one 
study. With today's HMO membership and 
hospital costs, that would mean about $18.4 
million a year less in hospital bills. (Actual 
savings would be somewhat less, since an un
determined amount of this care woUld occur 
in doctors' omces and clinics.) 

Item: The carefUl, emcient use of hospitals 
by HMOs may be spreading (many physicians 
with mainly fee-for-service practices also 
have some HMO patients), according to Ell
wood. He cites preliminary national data for 
Blue Cross-Blue Shield groups showing a 
drop in hospital use here of about 17 percent 
over the last 18 months and a decrease of al
most 11 percent in hospitalization of Medi
care patients in 1978-"the largest drop in 
the country, and contrary to national trends; 
admissions are up in Boston, New York, 
Atlanta, Los Angeles, Chicago, Salt Lake 
City." 

The explanation? 
"Physicians are incapable of practicing a 

double standard of medicine," said Ellwood 
(one for HMO patients, another for fee-for
service patients). 

"They've learned their patients do just as 
well without being hospitalized so often, and 
so they have stopped putting them into the 
hospital." 

(Other observers argue that peer review of 
hospitalization., conducted by federal law 
under the Foundation for Health Care Evalu
ation since 1974, is at least equally respon
sible for drops in hospital use.) 

If, indeed, the Twin Cities area is setting 
an HMO example for the nation, Why is this 
happening here? 

A wide variety of the people involved agree 
on essentially four factors, although they 
tend to weigh them differently depending 
upon their vantage points and backgrounds: 
The existence of Group Health Plan, pioneer 
in the prepayment field here, and of Inter
Study, with Ellwood and McClure constantly 
arguing the necessity of doses of competi
tion; the interest a.nd encouragement of at 
least part of the corporate leadership, and 
the decision of St. Louis Park Medical Center, 
a prestigious, multispeclalty clinic, to form 
an HMO in 1972--essentially, to offer prepay
ment as an alternative to its customers. 

Group Health, a consumer-oriented plan 
that grew out of the cooperative movement, 
was widely opposed by organized medicine 
when it began in 1957 and grew slowly until 
1970, "broke the 1ce and was doing reason
ably well," said Ellwood. 

"The whole HMO movement in the Twin 
Cities is directly a product of Group Health," 
said Maurice J. McKay, its general manager 
since 1960. "No question about it. The reason 
is that all of the organizations now offering 
HMOs really did not subscribe to the concept, 
and all without exception fought it until 
Group Health, by reason of a certain kind of 
doctrinairism, succeeded in making it a re
ality in spite of all the opposition of the 
established medical community and the es
tablished insurance community. 

"The environment is quite different today 
... But back then, anything that departed 
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from the fee-for-service concept . . . and, 
basically, individual practice, was seen as 
some form of socialism. Even at times group 
practice-such prestigious groups as the 
Ma.yo Clinic and St. Louis Park Medical Cen
ter-were greeted with skepticism and fear 
from the medical community." 

In addition to Group Health's demonstra
tion that the HMO idea could work, McKay 
sa.ld, "the whole milieu" in the late 1960s and 
early 1970s was a.live with thoughts of 
change. 

That ls precisely how a number of other 
participants describe it. 

In 1968, Dr. Loren Vorllcky, a St. Louis 
Park Medical Center pediatrician, persuaded 
the clinic to begin looking at a prepayment 
option. He became cha.irma.n of an in-house 
committee that did just that, but the clinic 
was reluctant to make any quick changes, 
despite Ellwood's prodding. "Those doctors 
Just didn't want to go further" than the 
study, said one close observer. 

By 1971, Ellwood had sold the Nixon ad
m1n1stra.t1on on his Ideas, and a February 
presidential message on health plugged 
HMOs hea.vlly and proposed $23 milllon in 
federal aid for HMO sponsors, which drew 
considerable attention to the concept and 
ra.tsed the interest of the Insurance industry. 

In early 1972, nearly 20 Twin Cities corpo
rations and foundations contributed up to 
$40,000 each to a feas1b111ty study called the 
Twin Cities Hea.lth C'are Development Proj
ect. Their action was partly in response to a 
vague proposal by the Equitable Life As
surance Society to set up one large "umbrella.
type" HMO embracing the entire metropoli
tan area. 

"Prlma.rlly, we (the business community) 
wanted to see a more competitive health-care 
environment," said Verne Johnson, a General 
Mllls vice president active in the effort. 
"Health care was generally our fastest-grow
ing cost at that time. The incentives were all 
wrong under the traditional system. 

"I personally felt very strongly that, one, 
the (Equitable) proposal would be dominated 
by the insurance industry, and we didn't 
want that, and, two, that we shouldn't have 
one monollthlc system." 

The project, abetted by InterStudy, In
volved corporate, community and medical 
interests, focused attention on health-care 
costs and helped educate the business com
munity. 

Physician participation meant "we were 
able to capture those doctors early on in such 
a way that they couldn't k111 it before it got 
started," said one corporate participant. 

"If credit ls due anywhere in the provider 
field, St. Louts . Park has to get it-they had 
the cred1b111ty (with consumers and the med
ical profession) needed to move into an 
HMO," said Johnson. 

Another participant put lt this way: "Once 
St. Louts Park moved, they (the medical pro
fession) couldn't say, 'Yeah. but their qual
ity (of care) ls lousy,'" a not uncommon al
legation about "the socialists at Group 
Health." 

St. Louis Park offered a prepay option only 
after a number of internal concerns were 
a.meliorated, encouragement by InterStudy 
and federal developments and an offer by 
General Mllls to offer the plan to its employ
ees in competition with its conventional In
demnity insurance. And, some observers say, 
after Group Health moved to open a sa.tel-
11 te clinic In St. Louts Park. 

Neither Vorlicky. now medical director of 
MedCenter, nor Di. Glen Nelson, St. Louts 
Park Medical Center president, belteves that 
Group Health competition was responsible for 
the cllnic's decision. 

More important, both say, ls that the med
ical center's very emctent, cost-effective group 
practice was "masked" by the traditional in
surance-payment system. In other words, 
there was no reward to the cl1n1c for its cost-

effective practice. "Prepayment unmasked 
that emctency and allows us to get into the 
market and compete with nongroup prac
tices,'' said Vorlicky. 

Based on hospltallzatlon rates, the two 
physicians are correct. The clinic has lowered 
its use of hospitals only slightly since form
ing the HMO, but nevertheless has among 
the lowest of HMO rates (only 350 days per 
1,000 members last year). 

Also in 1972 and also with considerable 
urging and support from InterStudy, Ramsey 
Health Plan was organized in St. Paul, pri
marily as an effort to open expensive, under
used St. Paul-Ramsey Hospital to county 
employees. 

Next, in 1973, and also in St. Paul, came 
Share, an outgrowth of an attempt to save 
a small hospital that had been operated by 
railroad unions and the Northern Pacific 
Railroad solely for railroad employees. The 
Nicollet-Eitel Health Plan, built on the long
established Nicollet Clinic and Eitel Hospi
tal in Minneapolis, also began operating in 
1973. 

With this level of HMO activity, most ob
servers agree, Ellwood's initial reasoning 
about marketplace behavior proved correct. 
The five health plans now enrolled 75,000 
patients. For largely competitive reasons, 
other HMOs inevitably would ·be formed. 

The most dramatic example of how health
maintenance organizations, with their 
prepaid feature in which physicians are at 
economic risk, can change doctors' practices 
ls Physicians Health Plan (PHP). This 
loosely knit HMO has 1,350 physicians in all 
metropolitan-area counties except Ramsey 
and includes most of the private-practice 
physicians in Hennepin County. 

Unlike the so-called "closed panel" HMOs 
such as MedCenter and Group Health, whose 
members must see that group's doctors (at 
least initially, pending referral as necessary), 
PHP is an "open panel" plan. Patients can 
Join the HMO without changing physicians, 
1! their doctor ls a member. 

PHP, formed by the Hennepin County 
Medical Society, came close to bankruptcy 
because of start-up costs and undercalcula
tion of the rate at which member physicians 
would put their patients Into hospitals. 

The plan lost more than $700,000 in about 
two years, and by mld-1977 the plan's board 
warned that "drastic measures are necessary 
to get medical costs under control." Physi
cians absorbed those losses, since the plan 
had not charged members enough to reim
burse the doctors for their entire bills to the 
HMO for their work. 

Most members, perhaps surprisingly, opted 
to accept rigid controls, including tough hos
pital-admission and hospital-stay reviews 
and llmltatlons on physician fees for some 
services. 

With those controls, PHP began Immedi
ately to reverse its deficit, said Richard 
Burke, director. Its hospitalization rate per 
1,000 members dropped from 805 days in 
1976 (nearly 40 percent over the calculated 
rate), its first full year of operation, to 639 
days in 1977 and 520 days last year. 

"Naively enough," said Thomas Hoban, 
county medical society executive director, 
"we thought the physician could really prac
tice as he always did. We were wrong, and 
the controls were necessary." 

SOME STILL SKEPl'ICAL .ABOUT GROUP 

HEALTH 

"It's too early to tell whether health main
tenance organizations (HMOs) will con
tinue to be cheaper in the long run," says 
Harry Rosaasen, Honeywell's manager of 
group insurance. 

Rosa.a.sen, who terms himself "supportive 
of the HMO concept," nevertheless ls adopt
ing a wait-and-see attitude about whether 
the comprehensive health-care plans will 
continue to show savings and rapid expan-

slon. Despite estimates by enthusiasts that 
within five years or so HMOs could gain up 
to between 30 percent and 50 percent of the 
Twin Cities-area population, compared with 
today's 13 percent, Rosa.a.sen ls not alone. 

Dr. Thomas Briggs of the White Bear Lake 
Family Practice Clinic, a self-admitted 
"skeptic" although his clinic 1s part of the 
MedCenter HMO, worries about quality of 
care, about whether patients who aren't 
really sick wm demand unnecessary care, 
about competition becoming so keen that 
physicians will cut legitimate costs to attract 
patients. 

Given all those and other concerns, "you've 
got to be a little skeptical over the long 
haul," he says. Even so, Briggs concedes that 
he has been "pleasantly surprised" by the 
clinic's experience in MedCenter and his 
fears "haven't been borne out yet." 

Briggs also points out that hospitalization 
comparisons with conventional lnsurors and 
fee-for-service physicians are not fair 
because HMOs enroll "a select group, usually 
the healthy and the working." 

George Halvorson, director of Minnesota 
Blue Cross-Blue Shield's HMO in Minnesota, 
a loose "network" health plan, makes the 
same observation. Under the fast-expanding 
plan of Blue Cross, 25 separate "health-care 
organizations" (essentially, clinics and 
groups of doctors) contract separately with 
the HMO. 

Nevertheless, Halvorson expects that his 
health plan w111 continue to gain members 
throughout the state Mld agrees that some 
HMO enthusiasts' observations that their 
continued growth now 1s "irreversible" here 
ls "pretty accurate." 

The Blue Cross' HMO, like some others 
here, avoids one common objection to the 
prepaid health plans because members need 
not leave their doctors and receive care in 
strange cllnics-<>r, in some cases, change 
hospitals. 

One family unhappy with its new cllnlc, 
the Dale Johnsons, 11956 Terrace Rd. NE., 
Blaine, plans to leave MedCenter and return 
to its former physicians. 

The Johnsons left a conventional insur
ance plan for MedCenter because "something 
was always happening" to their four boys, 
said Mrs. Johnson. "They get a cut or a 
sprained ankle or kicked." 

But her experience at one of MedCenter's 
clinics has been less than happy, she said. "I 
don't think they're thorough enough, and 
they make you feel like you're on welfare." 

That reaction appears to be relatively rare, 
however, since the record to date indicates 
that few fammes leave HMOs, once they Join. 
At General Mills, for example, the number 
ls "very, very low," said David Mcintire, man
ager of employee benefits. Employee surveys 
indicate that they "perceive HMOs as a great 
employee benefit, something important to 
them," he said. 

Others such as Stephen Goldstone, execu
tive director of MedCenter, worry .that em
ployers "will pick up the entire cost" of com
peting plans (as a few com,anles now do) , 
thereby removing the employee's financial 
incentive to choose the most emcient (and 
therefore lee.st expensive) plan. 

"You've got to compete on price,'' said Dr. 
Paul Ellwood, president of InterStudy. "If 
the employer subsidizes one plan more than 
another, he's destroying that competition." 

And one HMO director, who would not be 
quoted, suggested that current praise of the 
he::i.lth plans' achievements here ls prema
ture. 

"Sure, we've had great, fabulous success" 
in cutting hospitalization rates, he conceded. 
But rapid membership expansion has meant 
a lag in hospital use ("it takes a while to get 
patients into the pipeline") that might make 
the re<:ord look artificially good, he said. This 
could change when-and if-membership 
gains slow, and HMO costs could rise. 
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TRIO LED WAY FOR HMO GROWTH IN 
TWIN CITIES 

(By Peter Vanderpoel) 
The strong-willed son of a liberal Mon

tana newspaper publisher, legislator and 
sometime union organizer. 

A California-educated physician who ha.s 
been throwing gentle darts at the health
care industry for nearly two decades. 

A St. Louis Park Medical Center pedia
trician with what one colleague calls "a 
tremendous sense of balance." 

If any three individuals are the prime 
movers in the growth of Twin Cities health
malntenance organizations (HMOs)-and 
therefore what is labeled as the unique state 
of competition in the health-care industry 
here-it ls that trio: 

Montana native Maurice McKay, general 
mana.ger and chief strategist since 1960 of 
Group Health Plan, the area's oldest HMO. 

Dr. Paul Ellwood, long-time director of the 
Kenny Institute in Minneapolis, who ls pres
ident of the health-care "think tank" Inter
Study in Shorewood. 

Dr. Loren Vorllcky, medical director and 
board member of MedCenter, the second
largest HMO, and the leader a. decade a.go 
in the St. Louis Park clinic's pivotal deci
sion to create MedCenter. 

This area's eight HMOs, competing with 
each other and with traditional indemnity 
insurance plans for the area's health dollar, 
appear to be providing the incentives that 
HMO supporters deem essential to hold 
down spiraling health-ca.re costs. 

Group Health provided a living example 
that prepaid plans could work long before 
Ellwood coined the now-fam111ar term HMO. 
McKay held the fledgling Group Health to
gether and helped it grow-albeit slowly at 
flrst--after coming here from a similar but 
larger plan in New York, says a long-time 
Group Heath board member who was 
largely responsible for importing McKay. 

"Maurice came up with the dual plan, and 
that's what did it for us," said the board 
member. "That was the breakthrough." 

He was referring to an arrangement McKay 
deemed essential for young, struggling pre
paid plans in those days, and one in which 
the New York plan wa.s not interested. 

"The concept was that developing HMOs 
needed to employ some facets of traditional 
indemnity insurance, recognizing that both 
doctors and the public had grave reservations 
a.bout closed-panel medical ca.re, and that we 
needed to provide an optional arrangement," 
said McKay. 

So he worked out what he called an "in
stant choice" plan, under which subscribers 
had both Group Health and traditional in
demnity health insurance, and could use 
either the Group Health clinic or a private
practice doctor interchangeably. 

"We installed our first contract of that 
kind in 1961," McKay recalled. Group Health 
remained "terribly undercapltalized," with no 
ab111ty to serve a large group even if we could 
enroll one. We were limited to small 
groups ... little steps forward. But all the 
time we were building staff, resources and 
capabillties." 

In those days. said a 1977 Federal Trade 
Commission report, "Group Health physi
cians were denied access to hospitals, were 
socially ostracized and were subject to pro
fessional ridicule." 

Group Health grew slowly but inexorably; 
it had 4,278 members and one full-time 
physician in 1960; 10,249 members and four 
fu~l-tlme physicians in 1965 and-buoyed by 
gaming access in 1962 to state employees, 
35.996 members and l 8 physicians in 1970, 
compared with today's 96 doctors, 16 dentists 
and 121,000 members. 

At a~out the same time-1962-Ellwood, as 
Kenny s voung assistant director, was te111n~ 
the medical community things such as "the 
political face of medicine ... gives the im-

pression of being reactionary and pursuing 
the economic motives of doctors." 

A year later, he was warning that defi
ciencies in the health-care system would lead 
to more government programs and regula
tions (and then came Medicare) • just as he 
and other InterStudy thinkers now argue 
that the medical industry must either de
velop competition or face tough regulation. 

By 1967, Ellwood was advising the leader
ship of the health-insurance industry that 
they should "reorganize . . . the prevailing 
mechanisms for paying for and delivering 
health services" and arguing for "prepay
ment mechanisms for programs offering to
tal health care"-in other words, HMOs, an 
idea he sold to the Nixon administration in 
1970. 

In the late 1960s, he was helpful in per
suading the Twin Cities business community 
to promote HMOs and was dogged in his 
pursuit of St. Louis Park Medical Center's 
forming an HMO. 

"Paul promoted it," said Dr. Glen Nelson 
now president of St. Louis Park Medicai 
Center and then an HMO proponent. "He 
really felt we should do it." And, said an
other St. Louis Park doctor: "He was con
stantly in the wings, telling us we were the 
ideal group to do this, and sharing in federal 
developments." 

And that was a. key decision because 
the move of the big, respected, multispe
cia.lty clinic attracted the medical commu
nity's immediate attention and ma.de prepaid, 
closed-panel group practice respectable 
among physicians and others who had op
posed or looked down on Group Health and 
implied that it provided second-rate care. 

Vorlicky, who in 1968 challenged the St. 
Louis Park clinic's board to adopt a prepaid 
option and then chaired a committee that 
studied this possibllity, downplays his own 
role. "I don't think anybody (at the cllnic) 
felt a.s a. philosophical matter that we 
shouldn't get into prepayment. The politics 
of the medical environment and three years 
of planning, plus a lot o! local and national 
stuff, began to blow away much of that kind 
of concern," he said. 

But McKay remembers Vorlicky "promot
ing the prepay concept" with little initial 
success. 

And a. Minneapolis corporate executive 
who was close to that scene said that it was 
primarily Vorllcky who "nurtured the idea 
a.long. That clinic had a better-balanced set 
of doctors, less interested in the almighty 
dollar and less conservative in political out
look than many doctors, but Larry (Vor
Ucky) was able to pull that different orien
tation together and move it along, when 
most of them didn't want to move." 

WHERE DOCTORS ScRAMBLE FOR PATIENTS' 
DoLLARS 

(By Edmund Faltermayer) 
Those who doubt that health-maintenance 

organizations have a big future in the U.S. 
ought to take a look at what ls happenlng 
in the Twin Cities of Minneapolis-St. Paul 
and their suburbs. In just seven years, the 
proportion of the area's 1.9 million in
habitants enrolled in HMO's has Jel\ned from 
2 percent to nearly 12 percent. Major com
panles have encouraged the trend to help 
brake inflation in the cost of workers' medi
cal benefits. Amazingly, most of the area's 
doctors are now connected with HMO's, in
cluding hundreds who were against the whole 
idea. 

The blessings to the consumer are pretty 
much what the champions o! HMO's long 
foresaw in theory but were hard-put to 
document in real-life experience. These 
prophets sa.w HMO's as an antidote to the 
waste a.nd infiation that have driven the na
tion's medicaJ b1ll to the threshold of $200 

billion a ye&r-a third paid by business in 
the form of employees' health insurance. In 
conventional fee-for-service medicine, they 
said, a "spare no expense" mentality prevails 
because most of the big bills are reimbursed 
automatically by the federal government and 
private insurance plans. In both cases, the 
reimbursers are too far removed from in
dividual doctors and patients to judge 
whetner the services they are paying for a.re 
excessive. 

But suppose there were HMO's offering 
comprehens.ve medical care for a flat annual 
fee. Such plans would be run by adminis
trators close to the scene and staffed with 
docto~ who were forced to stay within each 
year's subscription income or see the or
ganizations go broke. These better medical 
m;.1usetraps, the prophets said, would not 
only strive to avoid the waste that ls ram
pant elsewhere, but would also by their mere 
competitive presence induce the rest of the 
system to mend its ways. 

WORRIES ABOUT "UNDERPRICING" 
The renowned Kaiser-Permanente medi

cal plans, operating in California and Ha.wall 
for decades, have shown how HMO's can 
hold down costs, but not even they have 
kicked off the kind of competitive free-for
a.11 and price warfare that has erupted in the 
Twin Cities. There is an unprecedented mul
tipllclty of these better mousetraps in Min
ne&polls-St. Paul--seven HMO's, soon to be 
eight--a.11 battling with each other and with 
conventional health-insurance plans. 
"The competition among HMO's ls getting 
cutthroat," observes Stephen K. Goldstone, 
executive director of MedCenter Health 
Plan, one of the area's most successful 
HMO's. Employing language that ls often 
heard in the business world but almost 
never in the corridors of American medicine, 
Goldstone adds, with a touch of concern 1n 
his voice: "Some of the HM O's in town are 
underpricing their product." 

Whether they are "underpricing" or not, 
most of them are operating in the black, 
and they all deliver more product for the 
money. John G. Turner, a senior vice pres
lden t at Northwestern National Life Insur
ance Co., which helped set up the Med
Center plan, estimates that the same cover
age would cost 15 to 20 percent more under 
conventional health insurance, ma.inly be
cause a lot of unneeded services would be 
rendered. 

Over the past several years, moreover, the 
HMO's have generally got by with smaller 
rate increases than those posted by conven
tional insurers. None of them ls planning 
an increase higher than 8.5 percent next 
year. The biggest HMO in the area., known as 
Group Health Plan, Inc., with 115,000 mem
bers, ls hoping to get through two years on 
a. 12 percent increase that took eft'ect this 
year. Partly because of competition from 
HMO's, the conventional insurers in the 
area. have started to crack down on waste, 
particularly the excessive hospitalization of 
patients. 

Critics of HMC's have often charged that 
they achieve their savings by carrying ef
ficle.ncy too far, skimping on both the qual
itv and the quantity of services. That ts 
clearly the case in some other parts of the 
U.S., where niggardly HMO's have had trou
ble attracting and holding members. In the 
TW1n Cities, however, competing HMO's have 
actually lmoroved the ouality of medical 
care in many ways. Instead of forcing mem
bers to travel long distances to a. few large 
clinics, as is the case 1n some cities, the 
seven HMO's have blanketed the metropoll
tan area with forty-nine clinics and 
branches. Like gas stations in a price-war 
zone. the clinics have been lengthening their 
hours of operation. 

To soeed the patient's recovery and keep 
down costs, some HMO's h!l.ve beinin to st~ess 
what physicians call "complia.nce"-tele
phonlng to make sure the patient is actually 
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taking the medicine or doing the exercises 
the doctor ordered. They are also helping 
to keep incompetent doctors from practicing 
medicine. The conventional medical system, 
like the public schools, tends to shield pro
fessional mediocrity. But the physicians in 
several of the HMO's, intent on maintaining 
their reputation for excellence, screen doc
tors who seek to join. And some HMO's have 
done the utterly unthinkable--they have 
fired physicians. 

rolled. Only at the headquarters of 3M have 
the employees given HMO's their one major 
rebuff; a mere 3.5 percent have signed up. 

doctors in the St. Louis Park group began 
to worry not only that Group Health's suc
cess would cut into their own future growth; 
they were also genuinely intrigued by the 
prepayment idea, which among other things 
suostitutes a steady cash flow for a bill-col-

Consumer grousing is rare in the Twin 
Cities. In 1977, less than two-tenths of 1 
percent of all HMO enrollees sent in written 
complaints, accordi~g to data supplied to 
the Minnesota Department of Health. Not 
all unhappy consumers bother to write let
ters, of course, but most HMO members ap
pear to be satisfied. Out of fourteen people 
interviewed at a Group Health clinic in 
suburban Bloomington, only one criticized 
the service. She was recently forced to see 
a physician at another clinic far from her 
home, she complained, and had to wait a 
long time for the appointment: "I saw a 
bone doctor who acted like he was doing me 
a favor." But she also volunteered that the 
care given her husband, who needed heart 
surgery, has been "terrific." 

The other thirteen rated the services 
"good" (six) or "excellent" (seven). Richard 
Radl, a state trooper with allergy problems, 
said he has turned down a transfer just to 
stay in the plan. His family used to be on 
Blue Cross, he said, "and paying bllls was 
a hassle." 

One big advantage of HMO's, Twin Cities 
subscribers say, is that they almost never 
see a medical bill. Except for a few nominal, 
out-of-pocket outlays !or certain types of 
services and for prescription drugs at HMO 
pharmacies, everything is paid in advance, 
with the employer of the family breadwinner 
footing most or all of the blll. Even chil
dren's checkups and immunization shots, 
which are excluded from most conventional 
health-insurance plans, are covered. Nor is 
there any deductible, such as $100 a year, 
below which the family pays everything. 

FREEDOM FROM PERPLEXING FORMS 

Last spring, when Honeywell first offered 
the HMO option to its 15,000 workers in the 
Twin Cities, it made liberation from paper
work a major selling point. During a slide 
presentation on HMO's, shown to all workers 
on company time, a scene familiar to most 
adult Americans flashed on the screen. A 
man standing at a counter was scratching 
his head while filllng out a form thrust at 
him by a nurse. With HMO's, the voice on 
the sound track said, "you don't have to 
juggle around a lot of confusing b1lls." An
other slide showed that an employee's 
monthly contribution to the cost or an HMO 
plan would be less than it ls under a con
ventional plan-as much as $9.60 a month 
less in the case of a worker with dependents. 

On the strength of this education effort, 
31 percent of Honeywell's workers defected 
from conventional health insurance to 
HMO's in one crack-the biggest single 
changeover to date in the Twin Cities. 

CONVERTS BY THE DROVES 

This ts only the most recent victory for 
the prepaid plans. At Control Data, where 
the HMO option has been available for a 
year, about 30 percent of the local emoloy
ees have made the switch. Sharon s. coiuns, 
manager of corporate benefits, expects the 
figure to grow to 40 to 50 percent the next 
time workers are given a chance to sign up 
HMO's have captured half the workers at 
the regional omces of Prudential, which iron
ically enough is in the conventional bealth
insurance business. At General Mills, a com
pany that has enthusiastically offered the 
HMO option for five years, an astounding 60 
percent of all Twin Cities employees are en-

The HMO boom in the Twin Cities
where total enrollment is expected to rise by 
at least 30 percent this year-ls part of a 
nationwide trend that appears to be accel
erating again after losing steam. Until very 

lection system in which postage and noncol
lectibles can run as high as 15 percent. 

recently, HMO growth was heavily concen
trated in cities that already had strong, well
established organizations, most notably the 
Kaiser medical plans. Elsewhere, the require
ments for establishing a new HMO looked so 
formidable--milllons of dollars to build 
clinics, and a willingness to buck the local 
medical interests-that few organizations 
besides Kaiser seemed able to pull it off. 

During the last fifteen months, however, 
HMO enrollment across the land climbed 
by a record one milllon people to a new 
high of 7.4 million. For the first time, mote 
than half the growth took place outside the 
Kaiser plans. There are other hopeful signs. 
The American Medical Association, which 
bitterly fought HMO's for decades, has begun 
to give them cautious endorsement. Joseph 
A. Callfano, Jr., the U.S. Secretary of Health, 
Education, and Welfare, has been urging 
corporations to take the lead in setting up 
more or the prepaid health systems. 

The Twin Cities have had some special 
things going for them. One of them is 
Group Health, the oldest and biggest of the 
area's HMO's. Group Health dates from 1957, 
but was long ignored by doctors and shunned 
by private employers; it was organized as a 
consumer cooperative, by people regarded 
as a touch socialistic. By 1970 the plan had 
bootstrapped its way to 36,000 members, and 
some of the areas's physicians were growing 
uneasy at the number of patients who were 
asking to have their X-rays and medical rec
ords transferred to Group Health, a phenom
enon that, it appears, wonderfully focused 
the doctors' innovative faculties. 

About the same time, when some hospitals 
and groups of physicians were talking of 
setting up new HMO's of their own, the local 
business community began discussing the 
idea as a way to slow down annual, double
digit increases in health-insurance costs. The 
companies in the Twin Cities, which have a 
long history of discussing problems of mu
tual concern, turned down a proposal for 
grouping all the new organizations under a 
single plan controlled by doctors and hos
pitals. "We didn't want a single provider or
ganization to work through, because it 
wouldn't have been competitive," says Verne 
C. Johnson, vice president for corporate plan
ning at General Mills. Johnson played a lead
ing role in quashing the single-HMO idea. 

In favoring multiple HMO's, Twin Cities 
executives were strongly influenced by a local 
physician named Paul M. Ellwood Jr., who 
has evangelized widely across the U.S. in the 
cause of introducing market forces into med
ical care. Ellwood runs an unusual think 
tank called InterStudy, which has contrib
uted more than just ideas. Some of Inter
Study's former theorizers actually run 
HMO's, including three of the successful ones 
in the Twin Cities. 

While the receptive climate in the Twin 
Cities has been unusual, the ways in which 
the new HMO's got going are not. All around 
the U.S. in recent years, the founders of 
prepaid plans have devised ways to launch 
them on a comparative shoestring by enlist
ing portions of the local medical establish
ment, instead of battling the whole system. 
The new HMO's in the Twin Cities have been 
grafted onto existing institutions-medical 
groups, hospitals, and in some instances med
ical societies serving an entire area. 

Multi-specialty groups o! doctors abound 
in the Middle and Far West. The most 
prestigious of these in the Twin Cities area 
is the St. Louis Park Medical Center dating 
from 1952. By the late 1960's, some o! the 

THE CONSTRAINTS OF "CAPITATION" 

Since the St. Louts Park group already had 
a magnificent, well-equipped clinic, it took 
relatively little capital to launch its Med
Center HMO in 1972-a bit over $200,000. 
MedCenter, in effect, started up as an al
ternative payment system for patients 
treated by doctors at the St. Louis Park Cen
ter. By now, the proportion of HMO patients 
at the clinic has grown to 30 percent, and 
new satellite clinics have been built to han
dle the growing enrollment. The key differ
ence with HMO members is that the clinics 
receive only a fixed monthly "capitation" in
come for each member-and not. a dime 
more, regardless of the volume or services 
performed. 

MedCenter lost money three years ago, 
but turned the corner shortly thereafter. 
The plan produced a surplus of $94,000 last 
yea.r, not counting $70,000 that was turned 
back to the aftlliated doctors' groups as a 
kind of bonus. With 45,000 members, the 
plan is the second-largest HMO in the area 
and one of the fastest growing. 

Another successful HMO plan, called 
SHARE, is the offshoot of a formerly under
utilized hospital in a working-class neigh· 
borhood in St. Paul. The U.S. as a whole has 
a surplus of hospital beds, but the surplus is 
especially large in the Twin Cities. SHARE'S 
principal outpatient clinic uses some of the 
hosp! tal 's surplus space and sends some pa
tients there. lt is the only HMO in the Twin 
Cities that bas received government start-up 
money, but the loans and grants have been 
modest-under $1 mlllion from the federal 
government-and SHARE has done better 
financially than most federally aided HMO's. 
Thanks to tight controls instituted by Rob
ert K. Ditmore, an InterStudy alumnus who 
is SHARE's president, the plan will achieve 
an impressive surplus of $250,000 this year. 
Despite the hospital tie, it has done a re
markable Job of not sending patients down 
the hall and into hospital beds. SHARE'S 
hospitalization rate, in fact, is the lowest of 
any medical plan in Minnesota. 

The most interesting HMO, with the 
rockiest experience, is the one formed in 
desperation by doctors left out of the other 
plans. By 1975, the Hennepin County Medi
cal Society, which represents most physicians 
in the county that includes Minneapolis, had 
become sumciently alarmed by the inroads 
of HMO's to set up an organization called the 
Physicians Health Plan. This ts called an 
open-panel HMO, or "independent practice 
asso~iation," because it enrolls a large 
number of doctars-85 percent of the medi
cal society's 1,600 members-who treat HMO 
participants in their own private omces 
along with their other patients. This gets 
around a widespread objection to most 
HMO's, which are of the closed-panel type; 
in the Physicians Plan, instead of being re
stricted to seeing the doctors connected with 
one clinic or hospital, the consumer has a 
wide choice. Many consumers agree, and in 
just three years the Physicians Health Plan 
has become the third-largest HMO in the 
Twin Cities. 

KEEPING THE DOCTORS "AT RISK" 

In theory, the Physicians Health Plan 
could not be simpler. Instead of b1111ng an 
HMO member for an omce visit or operation, 
the doctor bills the plan, which in turn 
reimburses him out of the general kitty of 
subscription income. In practice, such a plan 
can readily go broke if the moneys are paid 
out too generously. To keep that from hap-
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penlng, the doctors have had to swallow 
some of the strictest rules ever applled to 
their profession anywhere. 

For one thing, the doctors are reimbursed 
at the average rate charged by all members 
for each type of service. Because of this rule, 
some hlgh-prlce<l physicians have dropped 
out of the plan. Doctors are also kept "at 
risk" for a portion of the fees, in order to 
give them a collective stake in keeping costs 
in line. They receive only 80 percent right 
away. The rest ls withheld to cover the plan's 
possible losses; all or part of it ls paid out to 
doctors later if the plan breaks even. A year 
ago, when the plan was deeply in the red, the 
reimbursement formula had to be cut tem
porarily to 70 percent. Since the doctors never 
saw any of the remaining amoun•t, they were, 
in effect, giving a 30 percent discount to keep 
some of their patients from deserting to 
other HMO's. 

But even that kind of incentive feature 
wasn't enough to stanch a hemorrhage of 
funds caused by the excessive hospitaliza
tion of patients. In the spring of 1977 the di
rectors of the plan imposed a rule requiring 
doctors to notify headquarters each time they 
sent an HMO member to a hospital. SlX 
months later the rule was tightened further. 
Today, a doctor's fee can be withheld in toto 
if he sends a patient to a hospital for non
emergency reasons without "preadmlsslon 
certlfica tlon." 

Certification ts given only by Diana Tchlda, 
a registered nurse formally known as the 
plan's Medical Services Director. As hospital 
gatekeeper, she also approves the duration of 
the stay, following a manual based on what 
she calls "the acceptable mode of practice in 
this area." That ls not all. Every day, some
one from plan headquarters calls hospitals to 
inquire about each patient's progress. This 
procedure ls called "concurrent review of pa
tient confinement," but Charlotte Katz, the 
plan's administrator, has a blunter trans
lation: "We call it post-admission harass
ment." 

Flat turndowns of hospital admissions are 
very rare, but the miere existence of the new 
procedures has helped to put the Physicians 
Plan in the black a.t last. This year, says 
Richard T. Burke, the plan's executive direc
tor, "we'll be down around 500 hospital days 
per 1,000 members, and 400 in the case of 
some company groups enrolled in the plan." 
That ls considerably below the 800-day aver
age in the Twin Cities for persons of a com
parable age mix who are covered by conven
tional health insurance. 

By bringing its costs in llne, the Physicians 
Plan has also been able to survive in the 
tough, competitive climate of the Twin Cities, 
one that gives employers unusual bargaining 
clout. Honeywell Initially rejected the plan 
because its quote on monthly rates was way 
out of line. By last spring the plan had come 
back with a quote closer to those of other 
HMO's, and Honeywell included it along with 
five other prepaid plans offered to its work
ers. Of the workers who chose HMO's, half 
signed up with the Physicians Plan. 

Partly because of such marketing successes, 
the plan's doctors seem willing to put up 
with all those tough rules. Dr. William L. 
Jefferies, a family physician in Minneapolis, 
a.omits he doesn't like preadmission certifica
tion for hospital patients. "But if that's what 
it takes to make the plan work," he says, "I'll 
do it. We physicians must provide a service 
the public is demanding, or we may be on 
the outside looking In." 

'IT PAYS TO KEEP THEM SCRAPPING 

How much of the Twin Cities market can 
HMO's get? Says Dr. Richard J . Frey, chair
man of the Minnesota State Medical Associa
tion, who isn't a member of an HMO him
self: "I believe it's possible that 50 percent of 
our people will be enrollecl in HMO's In the 

not too cllsta.nt future." Much will clepencl 
on whether the HMO's begin signing signifi
cant numbers of Medicare and Medicaid pa
tients. SHARE is the only HMO in the Twin 
Cities that currently meets federal criteria 
for enrolling them, though Washington could 
ono day liberalize the regulations. The HMO's 
might also change their prevailing policy 
against recruiting self-employed workers. 

Whatever the future holds, the Twin Cities 
experience already has proved a lot of things 
about building a strong HMO movement in 
cities that never had one. First, if the serv
ices are good and the price is competitive, 
many consumers will sign up. Second, the 
growth in enrollment may be slow at first, 
but will take on an irresistible momentum 
once it reaches a critical mass. Third, the 
enthusiasm and support of business can help 
move enrollment toward that level. And 
fourth, an a.ge-ol<i business principle-keep
ing many suppliers scrapping-applies to 
employee medical plans just as it does to the 
purchase of bushings and ball bearings. 

IMPROVING THE HEALTH CARE SYSTEM AND 
CONTROLLING THE COST 

I. Inflation and inequity toclay. 
1. Health care costs are straining the fed

eral budget and putting a heavy burden on 
employers. 

Medicare ls doubling from about $18 to 
$36 b1111on from 1976 to 1980, is projected to 
exceed $52 b1lllon in 1982. 

Public spending on health care rose seven 
times over from 1965 to 1977, from about $9.5 
to $68.4 b1111on. 

General Motors health insurance premiums 
also rose a.bout sevenfold from 1965 to 1977, 
from $170 mlll1on to $1.3 b1111on. Similar 
increases have been experienced by many 
other companies. 

2. There ls a great deal of waste: excess spe
cialized fac111tles, excessive use of hosplta.Uza.
tlon, diagnostic tests and other costly proce
dures. 

3. Health care resources a.re distributed un
evenly. Subspecla.lists crowd attractive 
metropollta.n areas while rural and poor ur
ban a.rea.s lack doctors. 

4. While ma.ny factors contribute to the 
cost increase, the ma.in cause of the unjust
fied and unnecessary increase in costs ls the 
complex of perverse incentives inherent in 
today's dominant system of health ca.re fi
nancing. Uncontrolled fee-for-service re
wards doctors with more revenues for pro
viding more and more costly services, whether 
or not more ls necessary or beneficial to the 
patient. Cost reimbursement rewards hos
pitals with more revenue for genera.ting more 
costs. And health insurance, provided by em
ployers or government, leaves most patients 
with little or no financial incentive to ques
tion the need for or va.Iue of services. There 
ls no rewa.rcl for economy in the use of health 
care resources. Such a system must produce 
lnfia.tlon in prices and waste in the use of re
sources. 

II. Public regulation of prices and capacity 
wm not solve these problems. 

1. The nature of medical care defies regula
tion. The government cannot measure output 
or evalua.te Its quality (except in extreme 
cases). The "doctor omce visit" and the "pa
tient bed day" are not standard units whOBe 
price can be regulated llke passenger miles 
or kllowatt-hours. The leading experts can
not agree on standards for such things as the 
appropriate number of hospital beds or days 
of hospltaliza.t1on per caplta.1 

2. The critical component of total cost ts 
the extent of utilization of costly services 
such as hosp1ta11zat1on and procedures using 
advanced technology. These are inherently 
matters of individual doctor and patient 
judgment. 

Footnotes at end of article. 

3. Certificate-of-need regulation has failecl 
to control the problems of excessive lnvest
ment.2 a';; People accept emctency-lmprovlng 
changes (e.g. closing unneeded fa.c111t1es) 
when they are produced by Impersonal 
market forces in the private sector. When 
such changes are imposed by government, 
those who would be harmed resist them, us
ually successfully, through legal and political 
action. Public omclals (including regulators) 
could not withstand the pressure if they de
nlecl people medical care their doctors salcl 
they needed.s 

4. Price regulation, in the long run, 
amounts to cost reimbursement, and gives 
producers the same incentives. 

5. Public-utility regulation would fail to 
protect the general public for the same rea
sons it has failed in airlines, trucking, and 
elsewhere. Well focused producer interests 
and specia.1-interest political pressures domi
nate. 

III. Appropriately designed incentives and 
competition in the private sector can work 
effectively. 

1. The key to cost control ls to motivate 
physicians to use hospital and other health 
care resources economically; to establish 
competing system in which physicians are 
rewarded for finding wa.ys to give better ca.re 
at less cost. With appropriate organization 
and incentives, costs could be cut substan
tially without cutting the quality of ca.re.7 

2. We have numerous Alternative Dellvery 
Systems in this country (alternative to un
controlled fee-for-service a.nd cost-reim
bursement) with built-in cost controls and 
incentives to use resources wisely. They in
clude: 

Prepaid Group Practice (e.g. Kaiser Per
manente); 

Individual Practice Associations (e.g. Phy
sicians Association of Clackamas County); 

Health Maintenance Plans (e.g. SAFECO 
Life Insurance Co. of Seattle; Wisconsin Phy
sicians Service) ; 

Physicians accept respons1b111ty for provid
ing comprehensive health-ca.re services to en
rolled members, usually largely for a periodic 
per ca.pita payment. The idea is compatible 
with many different systems and styles of 
care.7 

3. Numerous comparison studies show that 
Prepaid Group Practices reduce tota.l per 
ca.pita costs (premium and out-of-pocket) to 
levels 10 to 40 per cent below those for com
parable people ca.red for under traditional 
fee-for-service insurance plans.s Under com
petitive pressure, other Alternative Delivery 
Systems could achieve similar savings. 

4. Physicians wlll impose on themselves 
and accept from other physicians controls 
far more stringent than they would ever 
accept from government if it ls in their 
economic interest to do so. Competition of 
alternative delivery systems can make ac
ceptance of such controls a matter of eco
nomic survival. 

5. Where tried, competition is effective in 
controlling cost and improving service. The 
best examples are Hawall and Minneapolis
St. Paul.0 1° Competition between Kaiser and 
Physicians Association of Clackamas County, 
Oregon, is also a. significant force. 

6. If given a chance to compete on equa.l 
terms, Alternative Delivery Systems could 
grow rapidly. Many types of institutions have 
sponsored HMOs (e.g. industrial and insur
ance companies, unions, and universities, 
the Blues, consumer cooperatives, physician 
association, etc.). Many insurers could switch 
fairly quickly from traditional fee-for-serv
ice to per ca.pita plus incentive plans like 
SAFECO's. 

IV. Alternative de11very systems have not 
grown faster because they have been denied 
the opportunity to compete on equal terms. 

1. Medicare and Medicaid are based on fee
for-servlce and cost reimbursement. Thus, 
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they pay more on behalf of people who 
choose more costly systems of care. For ex
ample, in 1970, Medicare paid 65 percent 
more on behalf o! beneficiaries in the Port
land area who got their care from the fee
for-service sector than on behalf of slmilar 
beneficiaries who got their care from Kaiser.11 

2. The tax laws, in effect, limit the em
ployee's health insurance options to the plan 
or plans offered by the employer or health and 
welfare fund because employer contributions 
are excluded from taxable income. Also, the 
tax exclusion encourages employee pressure 
for more employer-paid health benefits and 
for 100 percent employer-paid premiums. 
Employers often do pay more on behalf of 
employees who choose a more costly health 
plan; and the tax laws allow this greater 
compensation to be tax free.1.2 Thus, employ
ees often have a weakened incentive to Join 
an efficient Alternative Delivery System, even 
1! their employer offers one. 

V. Incremental steps or a comprehensive 
national plan? 

The creation of an effective national com
petitive system can be approached either 
on an incremental basis, 1.e. selected changes 
in today's laws, or on the basis of a compre
hensive national health insurance (NHI) 
plan based on a fair-market competition in 
the private sector. 

The incremental approach is more realistic 
in today's economic and political climate. 
And a few key changes could do a great deal 
to enhance competition. 

But it is also useful to keep the compre
hensive plan in view as an indication of the 
desired end point of the process of incre
mental change, and as a practical proposal 
in the event a comprehensive approach be
comes feasible. 

VI. Recommended low-cost changes to ex
isting laws to enhance competition among 
health care financing and delivery plans.• 

1. Standards for employer health benefits 
programs and !or private health care financ
ing and delivery plans to continue to qualify 
for favorable tax treatment. 

(a) Each employer should be required to 
include in any health benefits program of
fered to employees a choice of no less than 
three health insurance or delivery plans. 
The link between jobs and health insurance, 
fostered by the favorable tax treatment of 
employer-provided health benefits, has be
come one of the most important barriers to 
health plan competition, a result Congress 
surely did not intend. The multiple choice 
of health plan principle has been proved 
to be practical and desirable in such pro
grams as the Federal Employees Health 
Benefits Program. Congress recognized the 
desirab111ty of this idea in the HMO Act. The 
principle ought to be extended to all health 
benefits programs. 

(b) The employer's premium contrtbutton 
should be the same whichever plan the em
ployee chooses. 

(c) All health benefits plans should be 
required to cover. as a minimum uniform 
set of benefits, the Baste Benefits defined tn 
the HMO Act. This coverage may be subject 
to substantial copayments and deductibles, 
if necessary, to keep premiums down. This 
would make health insurance plans easier 
to understand and compare. It would focus 
competition on quality and accesstb111ty of 
services and price. It would protect consum
ers from misleading exclusions of important 
services. 

(d) All health plans should be required 
to ltmtt each famtly's out-of-pocket pay
ments to a maximum annual amount such 
as $1500. That is, all should be required to 
provide "catastrophic expense protection" 
before they provide "first-dollar coverage " 

(e) All health plans should be required.to 
assure continuity of coverage, through the 
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right of conversion to individual coverage 
at group rates, in such cases as loss of job, 
death of spouse, divorce, etc. Health plans 
should not be allowed to cancel coverage 
because of illness. 

(f) Health plans that offer care through 
a limited number of participating physicians 
should not be allowed to sign up more than 
50 per cent of the doctors in a market area. 
This is to prevent Blue Shield Plans or In
dividual Practice Associations to be used to 
restrain competition. 

2. Section 1876 of the Social Security Act 
should be changed to create a genuine and 
fair HMO option for Medicare beneficiaries, 
i.e. to permit any beneficiary to direct that 
the "Adjusted Average Per Capita. Cost" to 
the Medicare program for people in his ac
tuarial category be paid, as a premium con
tribution on his behalf, to the state or fed
erally qualified HMO of his choice in the 
form of a fixed prospective periodic pay
ment. This would permit Medicare bene
ficiaries who join HMOs that do a good job 
of controll1ng cost to realize for themselves 
the benefits in the form of more covered 
services or reduced out-of-pocket payments. 

3. Eventually, a similar option should be 
offered to all Medicaid beneficiaries. But the 
complexities of doing this now have not 
been resolved. 

VII. Consumer-choice health plan 
(CCHP): A comprehensive NHI proposal 
based on regulated competition in the priv
ate sector.11 u 

A. Overview: CCHP would resemble the 
Federal Employees' Health Benefits Program 
(FEHBP) for the nonpoor. The FEHBP 
covers 10.5 milllon people and has been in 
successful operation for 18 years. CCHP 
would resemble Multnomah County's PROJ
ECT HEALTH for the poor. It would assure 
that all people have a choice amo:ig compet
ing alternatives. Government would help 
people enroll in and pay for the private 
health benefits plan of their choice with tax 
credits or vouchers whose amounts are based 
on actuarial category and, for the poor, fi
nancial need, and which are usable only for 
premiums in qualified health plans. 

B. Financing: 
1. Tax credit. The present exclusion of em

ployer contributions and deductiblllty of 
employee premium payments to health in
surance, and deductib111ty of medical ex
penses from taxable income (costing about 
$10 billlon in FY 1978 including payroll 
taxes) would be replaced by a tax credit 
based on actuarial category (e.g. nonage<! 
famtly of four). That ls, the present open
ended tax subsidy of roughly 30 percent of 
health insurance costs up to any level would 
be replaced by a 100 percent subsidy up to a 
predetermined level with no subsidy above 
that. 

2. Vouchers for Medicaid. Medicaid would 
be replaced by a system of vouchers for 
premium payments to quallfled health bene
fits plans, reaching 100 percent of actuarial 
costs (AC) or basic benefits in the case of 
the very poor. 

3. Freedom of' Choice in Medicare. The 
Medicare law would be changed to permit 
P.ach beneficiary to have his Adjusted Aver
age Per Capita Cost paid to the qualified 
health plan of his choice as a fixed prosoec
tive period payment. (Conventional Medi
care would be retained for present bene
ficiaries who choose it. But new beneficiaries 
should be phased onto a per capita. payment 
system. A voucher would supplement Medi
care for poor beneficiaries.) 

In a full version of CCHP, with tax credits 
equa! to 60 percent o! Actuarial Cost (AC), 
a typical tax credit for a nonpoor family of 
four would be about $800 per year a typical 
voucher for a pcor family might be as high 
as $1,350 (all in 1978 dollars). The net cost 
to the federal budget would be about $22 
billion. CCHP ls a flexible concept, not an 

··au or none" proposal. It can be phased in. 
For example, a version with a tax credit 
equal to 30 percent of AC for the nonpoor, 
raised on a sliding scale to 100 percent of 
AC at the income-guarantee level ($4,200 
for a family of four) would have a net cost 
in FY 1978 prices of $3.1 blllion. The credit 
could be raised, e.g., 2.5 percentage points 
per year over 12 years, until the tax credit 
reached 60 percent, at an annual increase 
in outlay of about $1.6 billlon. 

C. Pro-competi.tive regulatory framework: 
Criteria for qualified plans. 

1. Open Enrollment, through an annual 
government-managed open-sea.son, would 
enhance competition and assure everybody 
access to all qualified health plans in thel? 
area. 

2. Community Rating, 1.e., premiums equal 
for all persons 1n the same actuarial cate
gory enrolled for the same benefits in the 
same area, would preclude prohibitive rates 
for poor risks and would spread health care 
costs over the total population. 

3. Rating by Market Area would "interna
lize" costs of health services by NHI market 
area to give local regulators incentives for 
cost control and eliminate anti-competitive 
cross-subsidies. (Today, local regulators have 
little incentive to close unneeded health 
fac111ties because the cost of operating them 
ls paid mostly from outside their area, whlle 
the jobs that would be eliminated are inside 
their area.) 

4. Basic Minimum Benefits and a Required 
"Low Options" would prevent plans from 
limiting membership to the well-to-do by 
offering only plans with costly supplemental 
benefits. Qualified plans would have to cover 
at least basic minimum benefits as defined 
in the NHI law. They could offer a "high 
option" as in the FEHBP, but they would 
also have to offer a "low option" limited to 
basic minimum benefits. 

5. Limit on Out-of-Pocket Costs, 1.e. "Catas
trophic Expense Protection", would provide 
full protection against catastrophic expense, 
and also put pressure on the health plans 
to establish effective cost controls. Quallfled 
plans could use cost sharing, but it would 
have to be llmited to a maximum annual 
amount per individual and family (e.g. 
$1500). 

6. A Systematic Program of Information 
Disclosure would help consumers judge the 
merits of alternative plans and help assure 
public confidence. Data would include pat
terns of utmzation, avallab111ty of services, 
and total per capita cost including premiums 
and out-of-oocket costs. 

7. Grievance Procedures would be required 
to provide a forum for resolving disputes. 

8. Anti-monopoly Provisions would ensure 
that market forces operate to control costs. 
A qualified "limited provider plan" with 
participation agreements with physicians 
could not have such agreements with more 
than 50 percent of practicing physicians in a 
county or metropolitan area, unless the Sec
retary of HEW waived the provision In the 
case of S!)arsely po~mlated areas. 

D. Goals of CCHP include the following: 
1. Equity in the Use of Public Funds. To

day Medicare and the tax-subsidies pay more 
tor people with more Income and who are 
better insured; CCHP would pay more to 
people in greater medical and financial need. 

2. Motivate Emciency by Changing Finan
cial Incentives. The system of economic com
petition would reward doctors and other 
providers for funding ways to deltver better 
care at less cost. 

3. Continuity of Coverage. Each person 
would be assured of continuity of coverage 
ln the same health plan regardless of job 
sta.tus. (Today loss or job generally means 
loss of health coverage and change of Job 
means change of coverage.) 

4. Improve Access to Care. Access (ftnan
cial, geographic, social) for every American 
to comprehensive health care services of 
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good quality, willingly provided, and with a 
freedom of choice that respe~ts each person's 
preferences. 

5. Delivery System Reform. Transforma
tion of the health care delivery system into 
competing organized systems that reward 
providers !or offering high-quality but cost
eflective care. 

6. Personal Choice in Use of Resources. 
Within the limits required by the goal of 
universal comprehensive coverage, CCHP 
would let spending for personal health care 
services be set in the marketplace on the 
basis of individual priorities 1'ather than be
ing set in a political process. 
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SHATTUCK LECTURE-CUTTING COST WITHOUT 
CUTTING THE QUALITY OF CARE 

(By Ala.in C. Enthoven, Ph.D.) 
The invitation to give the Shattuck Lec

ture posed a problem for me. How could an 
economist from California. relate to Dr. 
Benjamin Shattuck, colonial physician in 
Templeton, Massachusetts, and the distin
guished line of Shattuck physicians that 
followed him? Then I discovered Lemuel 
Shattuck (1793-1859), not a physician, but 
a businessman, a founder of the American 
Statistical Association and principal author 

of the Report of a General Plan for the Pro
motion of Public and Personal Health, pub
lished in 1850. Lemuel's interest was not 
primarily in how the medical profession 
could lift itself above quackery, a problem 
very much on the mind of Dr. George Cheyne 
Shattuck when he addreseed the SOCiety in 
1866. Lemuel was interested in how the 
people of Massachusetts could most effective
ly use their resources to promote the health 
of the population, a problem he considered 
too large to be left exclusively to physicians. 
He proposed a. broad program of practical 
measures, to be refined with the help of 
better statistics, and justified by cost-ef
fectiveness analysis. When I read Lemuel's 
Report, I knew I had found my Shattuck. 
I felt comfortable about coming here as I 
realtzed that Lemuel Shattuck had demon
strated that one does not have to be an M.D. 
to be able to speak intelligently about health 
policy. 

Lemuel was concerned that the Common
wealth was spending far too little on health. 
Today, of course, our concern ls that we ap
pear to be spending too much. 

The rapid increase in the cost of health 
care has become a serious problem. Govern
ment will do what it must to bring this 
spending under control; its financial com
mitment is now too large for it not to. The 
main line of public policy has been to at
tempt direct economic controls: certificate 
of need, price controls, Medicare and Medic
aid reimbursement limits and, recently, the 
proposed Hospital Cost COnta.tnment Act of 
1977. Generally speaking, studies have shown 
that such controls are ineffective. Even if 
they were to be made effective, there ls 
nothing in them, or in the history of eco
nomic regulation in general, to suggest that 
they would promote more e1Hcient or equi
table delivery of services. 

The main alternative to increasing direct 
economic regulation is to change the basic 
framework of financial incentives within 
which the health-care industry operates. To
day's system of fee for service for the physi
cian, cost reimbursement for the hospital, 
and third-party intermediaries to protect the 
consumer rewards providers of care for cost
increaslng behavior a.nd leaves the insured 
consumer little or no incentive to consider 
the cost of care. The alternative ls to create 
a system in which consumers and providers 
can benefit from seeking out and Joining 
health-care financing and delivery plans 
("health plans") that are economical in the 
use of resources. Such a system would rely 
on incentives and competition to promote 
economy and equity. I have proposed such a 
system of health-care financing, called Con
sumer-Choice Health Plan. More recently, 
the AMA-sponsored National Commission on 
the Cost of Medical Care recommended a 
slmllar strategy for cost control. 

The Shattuck Lecture gives me an oppor
tunity to respond to two questions physi
cians often ask about such competitive mar
ket approaches to cost control: 

The first is, "How can we organize to con
trol cost? Are you saying that we must join 
an organization like Kaiser-Permanente or 
Harvard Community Health Plan? Or would 
we be able to continue practice in our own 
o1Hces on a modified fee-for-service basis?" 

The second is, "How can we cut cost with
out cutting the quality of care?" 

These are not easy questions. The answers 
require balancing different values, which will 
be weighed differently by different people. 
And there is much uncertainty about many 
of the relevant facts. In this spirit, I otfer 
suggestions for consideration, not definitive 
answers. 

ORGANIZING FOR _YMPROVED EFFICIENCY 
AND COST CONTROL 

In the system of fee for service, cost re
imbursement and third-party intermediaries 
that dominates health-care financing today, 
the question of e1Hcient use of resources does 

not even arise. The problem of how best to 
spend a given a.mount of money for the 
health care of a population is not posed. 
Providers are not required to set priorities, 
look at alternatives and make hard choices. 
From the point of view of the provider, there 
is an apparently unlimitec! amount of money. 
This system rewards cost-increasing behavior 
with more revenue; it punishes cost-reducing 
behavior with less revenue. Such a system 
must produce infiation in prices and waste 
:n the use of resources. 

By contrast, an economically rational 
health plan will have built-In incentives for 
cost effectiveness. It will reward people for 
finding ways to deliver better care at less 
cost. The source of funds wm not be open
ended. Rather, in such, a plan, physicians 
wm accept responsibiUty for providing com
prehensive health ca.re services to defined 
populations, largely for a prospective per 
capita payment, or some other form of pay
ment that rewards enconomy in the use of 
resources. Physicians control or influence 
most health-care spending. The key lssue 
in health-care costs is not physicians' fees; 
it is how to motivate physicia.ns to use hos
pital and other resources economically. 

Physicians and other health professionals 
are motivated by nontlnancial goals, includ
ing a desire to cure the sick and to achieve 
professional excellence and the esteem of 
peers and public. But their use of resources 
is inevitably shaped by financial incentives. 
Those who survive and prosper must do what 
brings in money and curta.11 what loses 
money. 

In the design of health plans wlth bullt
in incentives for cost effectiveness, physi
cians are not limited to a single blueprint. 
Today, there are several successful or prom
ising models in existence. And one of the 
objectives of the Consumer-Choice Health 
Plan is to stimulate the development of more 
good ideas. 

Prepaid group practice 
The best known type of health plan with 

built-in incentives for economy ls prepaid 
group practice. The main examples Include 
the Kaiser-Permanente Medical care Pro
gram, the Group Health Cooperative of Puget 
Sound and the Ross Loos Medical Group. 
And an important recent entry is the Har
vard Comm.unity Health Plan. The essential 
principles are that a group of physicians, 
working together, agree to provide compre
hensive hea.lth-care services, for a fixed pro
spective per capita. payment, to a defined 
population of members who have enrolled 
as the result of a free choice. There are many 
variations on the theme, depending on their 
origins and sponsorship and the conditions 
in which they operate. Prepaid group prac
tices have been sponsored by industrial com
panies, physician pa.rtnerships, consumer co
operatives, insurance companies and Blue 
Cross, universities and others. The physi
cians may be salaried, as in the Harvard 
Community Health Plan, or receive capi~a
tion plus a share of the program's net income 
as group, and salary and bonuses as individ
uals, as in Kaiser-Permanente, or the 
physician partnership may own the plan as 
in Ross Loos. The prepaid group practice 
may or may not own lts own hospitals. The 
physician group may include a broad range 
of specialties, or it may emphasize primary 
care, referring elsewhere patients wh~ need 
care by specialists not in the group. 

There is convincing evidence that prepaid 
group practices are effective in holding total 
per capita costs (premium and out-of-pock
et) to levels well below those for comparable 
people with health insurance cMed for under 
fee for service. Luft reviewed and reanalyzed 
the many comparision studies done since 
1950 and concluded that the cost reduction 
was on the order of 10 to 40 percent. The 
cost savings are mainly attributable to much 
lower hospitalization rates and to greater 
economy and e1Hclency of operation. They 
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cannot be explained away by out-of-plan 
utlllzation, differences in age and S£;X com
position, previous health status or govern
ment subsidies. 

For example, one large study compared 
the costs to Medicare of beneficiaries in six 
prepaid-group-practice plans with the costs 
of a control group on fee for service matched 
for age, sex and arP.a. The average cost of t he 
former was 74 per cent of the latter. ~:edi
care beneficiaries who regularly get their 
care from prepaid group practices are free 
to get the same benefits from fee-for-service 
providers outside their plan; in this study, 
the costs of the outside services were iden
tified and charged to the costs of the group
pra.ctice beneficiaries. Another large study, 
by Gaus, compared days in hospital and sur
gical admissions for Medicaid beneficiaries 
enrolled in eight prepaid-group-practice 
plans with those of beneficiaries in matched 
control groups who got their care from fee
for-service providers. The group-practice 
beneflcianes averaged 340 days in the hos
pital and 24 surgical admissions per 1000 
persons per year, as compared to 888 days 
in the hospital and 50 surgical admissions 
per 1000 persons per year in the control 
groups. This study investigated prior health 
status as perceived by the beneficiaries and 
number of chronic conditions, and it found 
no statisttca.lly significant difference between 
the members of prepaid-group-practice plans 
and the control groups. As !or government 
subsidies, federal assistance to health-main
tenance organizations has been both recent, 
small and more of a burden than a help. 

The prepaid-group-practice model offers 
many advantages for economy and quality. 
The method of payment gives the organiza
tion a prospective budget. Its physicians and 
managers must seek to get the most effective 
medical ca.re out of limited resources. The 
method of payment also virtually elimina.i..es 
the administrative burden of b1lling and col
lecting from patients !or ea.ch service. And 
an economical division of labor frees the doc
tor from business management and allows 
him to concentrate on medical care. 

Secondly, practice in a multispecialty 
group has advantages independent of the 
method of payment. These advantages in
clude ease of consultation, which can be a 
convenience for both the physician and the 
patient, a single unifted medical record, 
which allows each doctor to see wh&t the 
others are doing to and prescribing for the 
patient, and the stimulation and reassur
ance of mutual professional support. Ellwood 
has found evidence that "good multispectalty 
group practices manage to provide good med
ical care with less hospitalization" whether 
on a fee-for-service or a prepayment basis. 

Thirdly, a major contributor to cost tn the 
fee-for-service sector 1s unneeded fac111t1es: 
hospital beds, surgery suits, radiation-ther
apy units and the like. The hospit&l-based 
prep::1id-group-practice plans have a l!trong 
financial incentive to match carefully their' 
facmties to the needs of the populations 
that they serve. And they operate roughly 
half the beds per e&pita (adjusted for age and 
sex) as their fee-for-service counterparts. 

Fourthly, prepaid-group-practice plans 
ha.ve economic and professional incentives 
to match their specialty mix to the needs of 
their enrolled populations. The goals of pro
ficiency and economy are best served by a 
ltmit on the number of surgeons to those 
who can be kept fully employed during sur
gical procedures and by primary care per
formed by primary-care physicians. Prepaid 
group practices employ relatively more pri
mary physici:ms and fewer surgeons than are 
in the population as a whole. 

Fifthly, group practices offer advant&ges in 
terms of opportunities for quality control. 
They can control the quality of their mem
bers and have incentives to do so. They can 
review the qualifications of a physician be
fore he Joins, and take action to correct poor 

per!orlrance afterward. They can adjust the 
professional activities of each phy:iician to 
t!le tasks that he is currently well qualified 
to perform without threatening his liveli
hood. In the group-practice setting, there is 
no financial incentive for a physician to puc
tlce beyond his competence. 

However, it ts also clear that the model has 
serious limitations. In the first place, it tak£:S 
much time and cost to get one started. The 
experiences of Georgetown University and 
Harvard Community Health Plans and others 
suggest that several years and several mil
lion dollars in investment and operating 
losses are required before a new prepaid 
group practice will reach the financial break
even point. 

Secondly, to join one, pa;tients must change 
their physicians, something many wlll be re-
1 uctant to do. Thus, prepaid group pract ices 
seem to grow fastest in areas and among 
population segments characterized by high 
mob111ty 1n which people are required to find 
new physicians anyway. 

Thirdly, many patients apparently do not 
prefer this style of care. Some perceive it as 
impersonal, institutional or inconvenient. 
However, it is really not known how many 
prefer the prepaid-group-practice to the 1.n
dividual-practice style of care because most 
Americans have not been given the choice on 
an equal basis. 

Fourthly, and even more important, it is 
evident that this style of practice, although 
attractive to some physicians, is quite unat
tractive to many others, who see it as posing 
unacceptable limitations on their professional 
independence. 

In a national system of fair market 
competition, prepaid group practice would 
be an effective competitor. But, because of 
these limitations, it ts not likely to dominate 
the scene. There would be a good deal of 
room for other kinds of organizations. 

Individual-practice associatiom 
Another type of health plan with built-in 

cost controls is the individual-practice asso
ciation or "fee-for-service health-mainte
nance organization." Its protoype ls the San 
Joaquin Foundation for Medical Care, estab
llshed in 1954 in response to the threat of 
entry by Kaiser-Permanente. There are many 
variations on this theme. The essential prin
ciples are these. The physician continues to 
practice in his oftlce on a fee-for-service basis. 
However, as part of a group, the physician 
agrees to prov-Ide comprehensive health bene
fits to an enrolled population largely for a 
fixed prospective periodic payment. 

To reconclle ~ee-for-servlce with the fixed 
payments, the physicians agree to the fol
lowing arrangements. First of all, they agree 
on a maximum fee schedule. When they ren
der a service to a member of the plan, they 
bill the plan, not the member. Secondly, 
they accept peer review of the appropriate
ness of services. This has led individual-prac
tice associations to develop a number of man
agement tools for cost control, including cri
teria for patient care such as model treat
ment systems and peer review before hos
pitalization. Thirdly, the association either 
pays hospital costs or teams up with an 
insurance carrier that offers a hospital in
surance policy. The premium for the policy 
reflects the hospital use of those enrolled 
in the individual-practice association: the 
less the hospitalization, the more left over 
for the doctors. Finally, the physicians ac
cept varying degrees of financial risk. If the 
money runs low. they may agree to accept 
a pro rata reduction in fees. Tn some plans, 
physicians are also liable for costs of inappro
priately ordered hospital use or for hospital 
costs in excess of the budgeted amount. 

The individual-practice model offers some 
substantial advantages. The first is tha.t, as 
compared to a prepaid group practice, an in
dividual-practice association can be estab
lished more quickly and with a smaller lni-

tial investment. Secondly, it requires a mini
mal change in the established physician's 
practice style. Physicians can remain in fee
for-service solo praotlce with existing doctor
pattent and hospital-staff relationships. Pa
tients may be able to keep their doctvrs when 
enrol11ng in an individual-practice associa
tion. However, despite the apparent ease of 
startup, these associations have not grown in 
number or membership as fa.st as prepaid 
group practices. As of the July, 1977, census 
o! health-maintenance organizations, 65 per 
cent of all prepaid plans representing 90 per
cent of total membership were prepaid group 
practices. Thirdly, !~e-for-service pi-actice 
has positive aspects that should not be over
looked in the present concern with cost. I t 
does reward the doctor !or working h arder 
and for being more attractive to his patients. 

Apparently, individual-practice associa
tions have not so far succeeded in controlUng 
costs. Gaus, Cooper and Hirschman compared 
days in hospital and surgical admissions for 
Medicaid beneficiaries enrolled in two in
dividual-practice associations with benefl
ciaries in matched control groups getting 
their care from uncontrolled fee-for-service 
providers. The data revealed no statistically 
significant differences between t he individ
ual-practice beneflciaries and the control 
groups. This study is the only one with 
matched control groups. However, its value la 
limited by such factors as small sample size 
and the fa.ct that hospital admissions for the 
Medicaid beneficiaries in Sacramento in the 
fee-for-service control group were also sub
ject to the Sacramento Medical Care Foun
dation's Certified Hospital Admissions Pro
gram. Studies of total per capita costs for 
California state employees found that the 
costs for individual-practice associations 
were 24 to 27 per cent higher than those for 
the Kaiser-Permanente program. Luft con
cluded that "there is no evidence that costs 
!or enrollees in Individual Practice Associa
tions are any lower than for people with con
ventional insurance." 

Egdahl recently sought evidence of the 
ab111ty of independent-practice associations 
to reduce hospital use. His investigation waa 
seriously limited by lack of good data, a 
condition that he is working to correct, and 
by a lack of comparisons with suitable con
trol groups. Nevertheless, he did find that 
"three IPA-type plans studied in detail 
achieved a striking decrease in hospitaliza
tion of their patients after introduction of 
the plan, or in contrast to a comparison 
population." I believe Egdahl's research 
points to the correct conclusion: these or 
similar fee-for-service organizations can 
control cost if they must. Competitive neces
sity ls the key factor. For example, Ha.wall 
Medical Service Association, a community
sponsored Blue Shield type of plan with 
built-in cost controls, competes effectively 
with the Kaiser-Permanente Medical Care 
program in Hawaii. Both have hospital-use 
rates (for patients under 65 years old) be
low 400 days per 1000 per year, and premiums 
among the lowest of all the comprehensive 
plans participating in the Federal Employeea 
Health Benefits Program. 

Cost control of individual-practice asso
ciations is weakened by the !act that the 
physicians are paid fees for service. In a 
sense, the format of the individual-practice 
association assumes that abuse or overutil
izatlon is the cause of the cost problem. Peer 
review curbs the excesses, but it does not do 
much to motivate a reduction in the costs 
generated by the majority of doctors whose 
practices are near the norms. 

Individual-practice associations have a 
propensity to sign up 75 to 100 per cent of 
the physicians in private practice in their 
service areas-many more than the number 
needed to serve their enrolled populations. 
One main reason for this excess ts market
ing: the association cannot tell the prospec
tive enrollee that he will be able to keep 
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bis own doctors unless most of the doctors 
belong. And marketing ls a critical problem 
for any health plan starting up. Another 
reason is political: to gain physician support 
and neutralize opposition. 

But this means that the individual-prac
tice association accounts for a comparatively 
small percentage of most physicians' prac
tices, which limits its ab111ty to inftuence 
their behavior. (Or, if its controls inftuence 
physician behavior with patients who are 
not enrolled in individual-practice associa
tions, as some claim, it does not enhance the 
association's competitive position.) It also 
means that the association includes the 
physicians who generate high costs as well 
as the economical ones. And it means that 
the association cannot realize the benefits 
of matching the specialty mix of its physi
cians to the needs of its enrolled popula
tion. Thus, indlvldual-practlce associations 
face a dllemma: one of their main strengths 
is connected to a serious weakness. I doubt if 
they will become effective competitors unless 
they become selective in their physician 
membership. 

Moreover, signing up most of the physlcla.ns 
in an area invites charges of anticompeti
tive behavior. The tradition of county-med
ical-society sponsorship of individual-prac
tice associations makes this situation worse. 
The individual-practice association then ap
pears to be a restraint of trade for the pur
pose of fixing prices and blocking competitive 
entry by other health plans. This position 
wm not be viable in the long run. If compe
tition ls not genuine and effective in ~on
troll1ng costs, the government wlll surely 
step in and regulate. 

Individual-practice associations should 
carefully select their physician members on 
the basis of quality, commitment and cost 
consciousness. They should also reasonably 
relate the numbers and specialties of their 
physicians to the .needs of their enrolled 
populations. Thf>y should avoid county-med
ical-society sponsorship And they should 
leave the market open to competitive entry 
by other health plans. The model is ftexi l:>le 
enough to make such adaptations. 

The health-maintenance program 
A third and much more recent model has 

been called by its originators a "health
maintenance program." Its prototype, the 
Wisconsin Physicians Service Health Main
tenance Program, begun at Wild Rose, Wis
consin, in 1970, now covers about 150,000 
people. A simllar system was inaugurated in 
1974 In Woodland, California, by the SAFECO 
Insurance Company of Seattle in collabora
tion with the Woodland Clinic. It has been 
extended to other areas In California and 
Washington, and now covers roughly 9000 
people. Thus, these plans are both small 
and new. The value of studying them is for 
the Innovative quality of their ideas rather 
than for the duration and breadth of their 
experience. 

In the SAFECO plan, a member of a cov
ered group is given a choice between a con
ventional third-party insurance plan, with 
cost sharing (i.e., coinsurance), and a pre
paid health plan, with essentially no cost 
sharing. A beneficiary who chooses the pre
paid plan agrees to get an his care from or 
through (i.e., on referral by) the participat
ing primary-care physician of his choice. 
(Except for emergencies, services not ordered 
or referred by the primary-care physician 
are not covered.) U the beneficiary ls not 
satisfied with his doctor, he may select an
other participating physician and remain in 
the prepaid plan, or he may switch to the 
conventional insurance plan. 

The participating primary-care physician 
(or group of physicians) agrees to provide 
directly adl primary-care services, 81Ild to ar
range referrals and supervise all other care, 
including spec1al1st services and hospitaliza
tion, for each of his (or their) enrolled 

beneficiaries. For his services, this physician 
(if he has 50 or more enrollees) ls paid a. 
negotiated age-sex-adjusted monthly capita
tion payment. An account is set up for 
each participating physician from which the 
bills for all referral services are paid. Money 
fl.owing into this account ls based on the 
gross premium revenue associated with the 
doctor's patients, less an allowance for the 
insurance company's costs, and less the capi
tation payments. The physicians must see 
and approve every bill. The doctor receives 
or pays back 50 per cent of the annual surplus 
of deficit in this account, with a limit on his 
share of the deficit equal to 5 per cent of 
his capitation revenue, but with no limit on 
the surplus. To protect physicians from the 
costs of catastrophic illness, the costs of 
patients whose annual expenses exceed a 
limit are excluded from these calculations, 
and paid by the insurance company from its 
reserves. A medical director, assisted by a 
board of participating physicians, monitors 
utmzation, hospitalization and prescription 
patterns. Questionable patterns of use are 
reviewed for possible corrective action. The 
company reports hospital use of about 300 
days per 1000 per year, about half the rate 
in the community as a whole. 

As with the other models, there ls room 
for considerable variation on this theme. In 
the Wisconsin Physicians Service Program, 
the primary-care physicians are paid on a 
fee-for-service basts, not capitation. The 
Wisconsin plan includes specialists; the 
SAFECO plan is bullt on primary-care phy
sicians. The Wisconsin plan ts sponsored by 
physicians and endorsed by the county medi
cal societies. The SAFECO plan is sponsored 
by an insurance company. The formulas for 
sharing in the savings can vary. 

The health-maintenance-program model 
offers some attractive features. It makes the 
individual prim_ary-care physician knowl
edgeable and accountable for the total 
health-services costs of his enrollees. It gives 
him an incentive to increase productivity
e.g., by using nurse practitioners for well
baby visits. It gives him incentives to em
phasize prevention of illness and instruction 
of patients in self-care. It makes the primary
care physician the "general manager" of his 
patient's medical care, a much needed role in 
today's complex health-care system. 

The health-maintenance program can be 
started with a minimum of investment and 
a minimum of disruption of established 
practice patterns and relationships between 
doctors and patients, hospitals and other 
doctors. SAFECO's cost to establtsb its plan 
in four areas over a four-year period was 
less than $500,000. The program can start 
small, with a few doctors and families, and 
can be extended gradually into a whole sys
tem including specialists and hospitals. 

The health-maintenance program creates 
a market for specialty and hospital services 
in which the buyers are experts-1.e., physi
cians able to judge qualtty, need and a-ppro
priateness of services all in relation to cost. 
Primary-care physicians can see what 
speciallsts are charging, and refl.eet judg
ments about qualtty of services in deciding 
what they should be w1111ng to pay. 

The SAFECO model ls a partnership be
tween an insurance company and physicians 
in which the company contributes its skllls 
of organization, admln1strat1on, underwrit
ing and marketing, and its capital. And the 
plan can be tied into existing group-insur
ance arrangements. Thus, it is one way 1n 
which the established health-insurance in
dustry can participate in the restructuring of 
the health-care delivery system. 

The health-maintenance program has 
many of the advantages of the 1ndivtdual
practice association without its most serious 
defect-i.e., that in the individual-practice 
association the individual doctor ls paid fee 
for service and has no knowledge of or incen-

t1ve to control total per capita cost of serv
ices for his enrollees. 

There are potential disadvantages. Are 
the cost-control incentives too strong? Wlll 
they lead to inadequate service? There 
might be a problem of preferred-risk selec
tton-1.e., a doctor could benefit financially 
by discouraging high-risk patients from 
continuing their enrollment with him. 
There may be an economic incentive for the 
physician to take his capitation patients 
!or granted and seek the extra revenue ob
tainable !rom serving fee-for-service pa
tients. But there are safeguards against 
such abuses, the most important of which 
is the freedom of the dissatisfied patient to 
change doctors or health plan. And the de
sign of such a plan can be modified to cor
rect problems. 

There ts potential for abuse under any 
system of health-care organization and fi
nancing-including fee for service or a Na
tional Health Service. A physician who 
wants to take advantage of the incentives 
of the health-maintenance program, or any 
other scheme, can surely do so. If there is 
an optimal set of incentives, I do not know 
what it ls. There ts not a priori basis for 
deriving one. The only way to find good in
centive schemes is through experience in a 
system of fair market competition among 
alternative health plans. And any payment 
system, including fee for service, must ulti
mately place some reliance on the ethics of 
physicians. 

Other models 
There are other models: some in actual 

operation, some only proposed. Newhouse 
and Taylor proposed variable cost insurance. 
Ellwood and McClure proposed health-care 
alliances. The essential idea in both is that 
beneficiaries agree to get their care from 
a defined set of providers (or on referral 
by them); the premium for their insurance 
poUcy reflects the cost-generating behavior 
of these providers. In a competitive situa
tion, the providers wm be under pressure 
to control costs. I believe there are other 
interesting poss1b111ties that have not yet 
been conceived because we do not have a 
system of fair market competition that 
would create a demand !or them. 

Each of these models ls flexible. The varia
tions on each of these themes are many and 
important. Participating in an organized 
health plan with bullt-ln cost controls need 
not be an uncomfortable straitjacket for the 
physician. There are enough models to suit 
the tastes of many-perhaps most. Moreover, 
in a world of competing health plans, there 
would be substantial room for individual 
fee-for-service practice. Some consumers, be
cause of their life-style or tastes, wm prefer 
ordinary insurance and wm be willing to pay 
the higher cost associated with it. Moreover, 
all the organized systems would refer some 
of their patients to physicians outside their 
plan for specialty care, which may be on a 
fee-for-service basis. 
CUTI'ING COST WITHOUT CUTl'lNG THE QUALITY 

OF CABE 

As physicians join such organized health 
plans with built-In cost controls, they wm 
confront the question, "How can we cut the 
cost without cutting the quality of care?" 
I believe that lower cost does not need to 
mean lower quality of care. On the contrary, 
in many cases quality and economy work to
gether. In other cases, spending can be re
duced substantially with no discernible loss 
in benefit to the patients. Determining the 
effect of different patient-management poll
cies ts extremely complicated, and can be 
discussed in detail only on a case-by-case 
basis. What I can offer here are a few in
sights a.nd suggestions, not a complete cata
logue of methods of medical-care cost reduc
tion. 
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C'ltrtailing "Flat-of-the-curve medtclne" 
A basic principle of economics ls the law 

of diminishing marginal returns: as one in
put ts applied to a production process in suc
cessively larger a.mounts, the resulting in
creases in output will each be successively 
smaller. The marginal return-1.e., the in
crease in output associated with a unit in
crease in input-may even become zero or 
negative. As an empirical generalization this 
law fits many (though not all) situations in 
the production of goods and services, na
tional defense and environmental protection. 

For medical examples of diminishing mar
ginal returns, one should think of the rela
tion of health outcome to more in-hospital 
days for a patient with a given diagnosis, or 
the relation of the probab1lity of a correct 
diagnosis to the number of diagnostic tests, 
or the relation of health status for a given 
population to the percentage of the popula
tion to which an elective surgical procedure 
is applied. 

I believe that a great deal of "fiat-of-the
curve medicine" ts being practiced in the 
United States today-that ts, applications of 
health-care resources yielding no discernible 
or valuable health benefit. Admitted1y, the 
evidence ls suggestive, not conclusive. 

Lembcke observed wide variations in the 
per capita rate of primary appendectomies in 
different hospital service areas of New York. 
He found that a lower per capita rate of op
erations for appendicitis was not associated 
with higher appendicitis death rates. If any
thing, he found the contrary. His data sug
gest that patients in areas with a high rate 
of appendectomy would have been no worse 
off if the rate of operations had been reduced 
to that in the areas with a low rate. 

More recently, Wennberg and Glttelsohn 
found wide variations in the per capita con
sumption of various health services in 13 
different service areas of Vermont, despite the 
similarity of the populations in terms of rates 
of lllness, income, racial and social back
ground, insurance coverage and per capita 
physician contacts. They found a twofold 
variation in the overall age-adjusted per 
capita rate of surgical procedures, with much 
wider variations for some operations. There 
was also wide variation in use of nonsurgical 
procedures: among Medicare enrollees, total 
laboratory services per capita varied by 700 
per cent. Wennberg observed, "There ls no 
evidence that the latter (i.e., those living in 
high cost areas) have greater medical need, 
or indeed, that more health is produced ... 
in terms of their health status, it ls not pos
sible in my opinion to argue that Vermonters 
in more expensive areas are better or worse 
for the effort." Other studies have document
ed similar variations elsewhere. 

As mentioned earlier, there have been many 
comparisons of hospital use by members of 
such groups as federal employees and their 
families, some of whom get their care through 
fee for service paid by insurance, and some of 
whom get their care through prepaid-group
practlce plans. The latter are hospitalized, 
typically, some 30 to 50 per cent less. The 
fact that those cared for by prepaid group 
practices are there as the result of a free 
choice suggests that, at least In their judg· 
ment, the lower rate of hospltal12:ation was 
not asisociated with lower ouality of care. 

Another indication of "flat-of-the-curve 
medicine" ls provided by the results of sec
ond-opinion surgical consultation programs 
such as the one directed by McCarthy for 
several unions in New York City. In some of 
the programs, a second opinion was volun
tary, and in others it was mandatory. In the 
voluntary programs, 34 per cent, and 1n the 
mandatory programs, 17 per cent, of the 
recommendations for oueration were not con
firmed by the second opinion. 

I am careful to avoid the term "unneces
sary surgery" In discussing such tlndlngs, al
though that term w1ll inevitably be used in 

political discussion and by the media. I am 
quite prepared to believe that in most of the 
cases not confirmed by a second opinlon, the 
patient had a real ailment to which the 
recommended operation was addressed. More
over, I believe that most physicians sincerely 
want to do the best thing for their patients, 
and that the surgeons recommending these 
operations honestly believed that they were 
in the best interest of their patients. The 
findings of Bunker and Brown about high 
surgical rates among physicians' families 
would support this view. And in some cases, 
medical management may cost as much as 
surgical care, so that avoidance of surgical 
procedures may not save much. But these 
second-opinion results do suggest that in 
many cases, the risks and benefits to the 
patient are quite closely balanced. If two 
surgeons, both well qualified and honestly 
seeking what ls best for the patient, come to 
different conclusions about the advlsablllty 
of an operation, generally speaking its net 
benefits must not be large or obviows. One 
might say that some of the operations are 
examples of "flat-of-the-curve" medical care. 

Another example of "ftat-of-the-curve" 
care was reported by Hutter and his associ
ates. Their prospective randomized controlled 
study found "no apparent additional benefit 
to the patient with an uncomplicated defi
nite myocardial infarction from a three-week 
as compared to a two-week hospital stay." 
McNeer and his colleagues recently reported 
a slmllar result with hospital discharge at 
one week. Unfortunately, the samples in 
both studies were small, and McNeer's de
scription of methods makes no mention of 
randomization. But 1f their conclusions hold 
up under further study, the cost savings 
could be very large. Similar conclusions about 
the hospital treatment of many diseases 
must have been reached by physicians who 
have formed individual-practice associations, 
developed model treatment systema with cri
teria for length of stay and substantially re
duced hospital use. 

It ls apparent that there ls a great deal of 
bias in favor of more care, and more costly 
care, whether or not it helps the patient. 
This situation ls quite understandable in 
iterms of the values of patients and physi
cians. The insured patient and his anxious 
famlly have every reason to seek whatever 
care might do some good. And it seems un
natural for the physician to stand back and 
not do all he could to cure disease and allevi
ate suffering. And the bias ls increased by 
the fear of malpractice suits. We now need 
to introduce some correction to this bias. 
We are facing a new situation. The costs are 
becoming too large. To use Fuchs' phrase, 
" ... medicine should consider the possib111ty 
of contributing more by doing less." And the 
places to begin doing less are where the 
curves relating benefits to costs are flat. 

Begionalization 
In the production of many specialized 

services, average total cost per unit decreases 
substantially as the number of units pro
duced per year increases. In such cases, econ
omies can be achieved if production ls con
solidated into fac111ties producing at an em
cient volume. 

For example, my student, Steven Finkler, 
recently estimated the costs of open-heart 
surgery as a function of annual volume, based 
on-an examination of all the relevant costs 
for a typical mix of operations at a large 
medical center in California in 1976. He 
found that at 50 patients per year, the cost 
per patierut would be about $21,000; at 500 
patients per year, the cost would be about 
$8,700. The average costs per unit decrease 
wlth volume mainly because many of the 
costs cf a heart-surgery center are fixed. 

Finkler then examined the distribution of 
open-heart operations ln Callfornia. In 1975, 
nearly 15,000 operations were performed in 

91 hospitals, for an average of 163 per hos
pital. In 48 hospitals, there were 100 or fewer 
operations. Finkler estimated what the total 
costs would have been if every hospital had 
produced its reported volume at the unit 
costs he had calculated and then what they 
would have been 1f all the heart procedures 
had been done in 30 centers doing about 500 
operations each. He estimated that consoli
dation would have saved about $44 million 
per year in California alone. 

Additional savings to be expected from 
proficiency based on experience are not re
tlected In these estimates. Moreover, other 
things equal, the quality of care is likely to 
be much better in the hospital that does 500 
open.tions per year than in the one that 
does less than 100. Quality and economy are 
not always opposed; here ls a case in which 
they go together. 

Other services that exhibit decreasing unit 
cost with increasing volume include clinical 
laboratories, computed tomography, mater
nity and neon::i.tal intensive care. Pettrgrew's 
estimates of the costs of an emcient mini
mum capabllity maternity unit imply $1,245 
per admission at 500 admissions per year and 
$653 per admission at 1200 admissions per 
year. Evens and Jost estimated the technica.1 
cost per tomographic examination at about 
$157 at a volume of 40 patients per week, and 
$89 at 80 patients per week. 

Regtonalization ls not a new idea, but its 
practical im~lementation is not widespread. 
If most people got their health care through 
organizations that actively sought out the 
best combination of cost and quality of spe
cialized services for their enrollees, and if to
day's system of cost reimbursement for hos
pitals were replaced by a system of competi
tive pricing, I believe that competition would 
bring about a desir:tble degree of regionallza
tion on a voluntary basis. (For them to be 
able to comDete, the teaching and research 
costs of university medical centers would 
need to be separately identified and subsi
dized on their own merits.) The resulting im
provements in economy and quality would be 
large. 

Cost-efJecttveness analym 
Physicians should encourage and partici

pate ln the development of cost-effectiveness 
analysis for medical decision making. And 
they should learn to use it. By cost-effective
ness analysis, I mean a synthesis of principles 
of economics, statistics, probab111ty and deci
sion theory applied to the complex and un
certain problems of medical decision m!!.klng. 
The goal is to elucidate all the costs, rlska 
and benefits of alternative courses of action 
so that decision makers can be well informed 
in applying the necessary judgments. Such 
analysis, properly conceived, should be an 
aid to judgment, not a substitute for tt. 

Such an analytical approach to decision 
making should be formal-that is, written 
down in precise terms, with the logical steps 
of the argument exposed to view. Quantita
tive aspects should be treated quantitatively 
(rather than with adjectives). The analy

sts should be emp1rlcaJ, with standard defi
nitions and criteria for measurement, 
broadly based data and the best statistical 
methods. Decision analysis should be open 
and explicit. It should be presented in such 
a format that it can be reviewed critically 
from many perspectives. Such an ap
proach allows the experiences of many phy
sicians to be pooled, so that the individual 
physician does not have to rely excessively on 
his own experience. It can allow value judg
ments by patients, public officials and others 
to be introduced and considered. And an 
open, explicit analysis can be debated and 
corrected much more easlly than an lntul
tlve, implicit analysis. 

Analytical aids to decision making have 
been developed and applied extensively 1n 
such ftelds as industrial management. na
tural-resource development, environmental 
protection and national defense. In 1860, 
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Lemuel Shattuck defended his General Plan 
for the Promotion of Public and Personal 
Health with an economic analysis. But there 
was virtually no progress in the application 
of cost-effectiveness analysis to health care 
in the 100 yea.rs after that. There are several 
reasons for this lack In the first pla.ce, the 
total costs, in relat o ~0 income, were not 
nearly so large as they are today. Secondly, 
it is often exceedingly diftlcult, if not impos
sible, to put a meaningful numerical value 
on the benefits of medical care. Thirdly, 
people understandably resist what appPars 
to be "trading dollars for lives." Fourthly, 
the system of fee for service, cost reim
bursement and third-party financing gives 
providers little or no incentive to con.sider 
costs. However, in recent years there has 
been a considerable development of cost
etrectiveness analysis for medical decision 
making, much of it at Tufts and at the 
Center for the Analysis of Health Practices 
at the Harvard School of Public Health. 

The development of cost-effectll.veness 
anlysis is needed because of the extreme 
complexity of medical-decision problems. I 
recognize that these decisions require ditncult 
judgments i~ the face of uncertainty, with 
wide variations in the responses of different 
patients, and often a wdde variety of diagnos
tic and therapeutic choices, each having a 
large number of components with different 
probab111ties of producing different outcomes 
in different people. The trade-offs among 
these variables must be considered. And deci
sions must be made in a timely way, in the 
face of pain, suffertng and risk of death. That 
the medical profession has dealt with an this 
as well as it has is a. most impressive achieve
ment. But I believe that ohysicla.ns need help 
from other disciplines dn the development of 
a set of aids to uecision comparable to those 
developed in other fields. 

The need for such help is mustrated by 
the findings of my Stanford colleague, Dr. 
David Eddy, who recently did a study of the 
clinical policy-making process 1n mam
mography, which included a thorough re
view of the literature through 1975. Among 
other problems, he found numerous errors 
in proba.bllity reasoning such as confusing 
the conditional probab111ty that a woman 
will have a positive mammogram, given tha.t 
she has breast ca.ncer (the sensitivity or 
true-po61tive rate), with the conditional 
proba.bill..ty of cancer, given that a woman 
has a positive mammogram (predictive a.c
curacy) . The two probab1Utles are quite 
different, and confusing them can have very 
harmful consequences. Eddy also found a 
general pa.ttern of single-minded pursuit of 
breast-cancer detection to the exclusion of 
such relevant considerations as the false
positive rate and the costs. risks, and dis
comfort of biopsies generated by false-posi
tive results, radiation hazards, the costs of 
the procedure and the evidence of effective
ness. This type of reasoning is found in ma.niy 
recommendations to use mammography an
nually to screen relatively youn~. asympto
matic women. The recommendations may or 
may not prove to be wise. My concern here 
ts not with the sneclflc concluston!I, but with 
the quality of the supporting rationale. 

In 1850, Lemuel Shattuck observed of the 
medicine of his time, "The grea.t error has 
been in forming theories uoon observations 
or statements, without -duly inquiring 
whether they have been sumciently numer
ous, and have been carefully and truthfully 
m~e, upon a uniform and comprehensive 
plan, or whether they are otherwise lm
per!ect ." The medical llterature o! the 
1970's stm shows an inadequate awareness 
of the principles of statistical inference. One 
still finds comparisons in which the control 
group was not selected randomly, and sam
ple sizes too small to support the conclu
sions drawn. 

The art o! medicine has drawn heavily 
from the physical and biologic sciences. Phy-

sicians should now draw the decision 
sciences into their synthesis. 
Controlled introduction of new technology 

The history of medicine includes many in
novations that were initially greeted with 
enthusiasm, and then subsequently dropped 
for !ack of evidence that they were bene
ficial. Although new drugs can be introduced 
for general use only after thorough testing 
according to careful experimental designs, 
new operations and other new technologies 
often move quickly into widespread applica
tion without the benefit of similar controls. 
Only a. minority of medical innov&. tions are 
tested by a randomized controlled trial. In
vestigator enthusiasm for new procedures 
appears to be much greater in the uncon
trolled studies than well controlled studies. 
And only a mi~ority of innovations prove to 
be preferred to standard existing treatment 
when evaluated by a randomized controlled 
trial. 

Although Tecognlzing the many diftlcul
ties in planning and executing a randomized 
controlled trial, and recognizing that such 
trials do not answer all the questions and 
settle all the arguments, I believe that many 
more innovations should be evaluated by 
this means. In any case, innovations in med
ical technology should be thoroughly evalu
ated early, before being put into widespread 
use. Public otncials have goOd reason for 
concern when they see, for example, that the 
number of coronary-artery bypass grafts has 
grown to more than 71l,OOO operations a year 
a.t a cost of roughly $1 billion while the med
ical profession is stlll debating the merits 
of the procedure. The debate ls healthy. But 
it is entirely reasonable for those concerned 
with public finances to believe that it would 
have been better 1f the procedure had been 
limited to perhaps a few thousand per year, 
done in a few centers under careful experi
mental protocols, including long-term fol
low-up observation, until the indications 
for the operation a.nd its emcacy had been 
clearly established. 

A similar point can be made for computed 
tomography. In a very short time, we will 
have installed 1000 computed-tomography 
scanners, with an annual cost of roughly 
$300 millton, without established guidelines 
!or its use. Although tomography ls a. mar
velous innovation that will doubtless im
prove care and save much cost in some ap
plications, there is no evidence that Ameri
cans would not be just as healthy with, for 
example, half as many scanners. Aga.ln, early 
controlled evaluations leading to guidelines 
for use of comput~d tomography might have 
saved tax and premium payers a. great deal 
o!money. 

Government regulation can exacerbate the 
problem of uncontrolled introduction of new 
technology by rewarding those who move 
quickly to buy a new device before proof of 
efficacy and evalu&.tion of cost-effectiveness, 
and punishing those who take a more de
li berate approach. Such perverse incentives 
need to be corrected. 

But private action lJy physicians is also 
needed. They should forbear in the intro
duction of costly new technology until a 
controlled evaluation has been done. Bunker, 
Hinkley and McDermott have recently 
recommended the creation of an "In
stitute of Health Care Assessment" to pro
vide independent evaluation o! surgical pro
cedures, to act as a. "central reviewing au-
thority capable of sophisticated statistical 
and economic analysis and empowered with 
authority and resources necessary to initiate 
and coordinate appropriate trials." Similar 
evaluation of other new technolcgies and of 
many existing practice!'! is needed. Physicians 
would find the process far more satisfactory 
if the evaluation were done on a private and 
voluntary basis by the profession than if it 
were done by the government. 

Although my purpose in making these 

recommendations to suggest ways of con
trolling costs, I also believe their adoption 
could improve the quality of care. 

OTHER METHODS 

These are only a few of the ways in which 
physicians could respond to a financing sys
tem that rewarded economy in care without 
cutting quality. I believe that we could find 
many other possibilities if the incentives 
were appropriate. Observation suggests many 
things that could be done in a less costly but 
equally effective way. If our fit:>ancing sys
tems were not biased against it, we could 
make greater use of home care. And, if in
centives for physicians and patients were 
appropriate, we could make more use of self
care. Bear in mind that health-care spend
ing will inevitably be brought under con
trol. Control could be effected voluntarily by 
physicians in a system of rational incen
tives, or by direct economic regulation by the 
government. I believe the incentives ap
proach to cost control would produce an 
outcome far more satisfactory to doctors 
and patients. Physicians are by far the best 
qualified to make the ditncult: judgments 
about need and cost effectiveness. So I hope 
the medical profession wm accept the chal
lenge. 

CONSUMER-CHOICE HEALTH PLAN 

(First of two parts) 
(By Alan C. Enthoven, Ph.D.) 

Inflation and Inequity in Health Care 
Today: Alternatives for Cost Control and an 
Analysis of Proposals for National Health 
Insurance. 

Abstract: The financing system for medi
cal costs in this country suffers from sever~ 
inflation and inequity. The tax-supported 
system of fee for service for doctors, third
party intermediaries and cost reimbursement 
for hospitals produces inflation by rewarding 
cost-increasing behavior and fa111ng to pro
vide incentives for economy. Th~ system ls 
inequitable becao;e the government pays 
more on behalf of those who choose more 
costly systems of care, because tax benefits 
subsidize the health insurance of the well
to-do, while not helping many low-income 
people, and because employment health in
surance does not guarantee continuity of 
coverage and is regressive in its financing. 
Analysis of previous proposals for national 
health insurance shows none to be capable 
of solving most of these problems. Direct eco
nomic regulation by government wlll not im
prove the situation. Cost controls through 
incentives and regulated comoetition in the 
private sector are most Ukely to be effective. 

Headlines will soon appear proclaiming 
the latest round of health-ca.re cost in
creases. The nations' health-care spending 
exceeded $160 b1llion in 1977-four times 
the 1965 amount. Congress will consider 
cost-control measures with increasing ur
gency. The Carter Administration is working 
to develop a national-health-insurance 
(NHI) proposal that will satisfy key con
stituencies and stm have a chance of pas
sage. The problems are closely interrelated. 

INFLATION AND INEQUITY TODAY 

Main problems 
Real per capita spending on health care 

(i.e., net of general inflation) increased 79 
per cent from 1965 to 1976; it increased 74 
per ce-nt on physicians' services and 110 per 
cent on hospital care. As a proportion o! the 
Gross National Product, health care went 
from 5.9 to 8.6 per cent.1 Costs of medical 
care are straining publlc finances at every 
level of government, and are forcing cut
backs in services to the needy. Publlc-sector 
spending rose from $9.5 bllllon, or 25 per cent 
of the total, in 1965 to $59 blllion, or 42 
per cent of the total, tn 1976. Most of this 
outlay is in open-ended third-party reim
bursement programs 1n \Vhich government 
spending is not controllable. For example, 
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Medico.re outlays are increasing from about 
$17.8 b11lion in (fiscal) 1976 to about $26 
b1111on in 1978 (i.e., by nearly 50 per cent in 
two yea.rs) .2 In 1975, the increase in medical 
costs forced Massachusetts to stop paying for 
the health care of the general-relief popula
tion, throwing the burden on local govern
ment. From 1968-69 to 1975-76, Medi-Cal 
costs in Los Angeles County increased from 
24 to 42 per cent of property-tax revenue. 

Meanwhile, President Carter has recom
mended a tax cut of some $25 b1111on. Such a 
cut ls urgently needed to lower the tax bur
den on the productive sectors of the economy, 
to spur saving and capital investment, to 
create jobs and to enhance productivity. And 
the pattern of local taxpayer resistance to tax 
increases ls clear. Moreover, society has other 
pressing needs: helping the poor, rebuilding 
cities, energy conservation and environmen
tal protection, to mention a few. So there ls 
no ready source of funds to pay for these in
creases in health-care costs. It may take time, 
but the government will do what it must to 
bring health-care spending under control. 

There are good reasons for much of the in
crease in health spending: growth in public 
and private insurance coverage brought ac
cess to many who previously did not have it, 
especially the aged and the poor; advances in 
technology increased the power of medicine 
to proloag life and enhance its quality; the 
population aged; the health-care system took 
on new assignment (e.g., in mental health, 
alcohol and drug abuse); the pay of health
care workers was brought up to the level of 
other industries; and rising incomes and ex
pectations increased consumer demand for 
health-care services. Present concern with 
the growth in spending should not mislead 
one into thinking it ls all bad. 

However, the increase has far exceeded 
what could be justified on these grounds, 
especially in recent yea.rs. Hospital charges 
and physician fees rose faster than consumer 
prices in general. Health workers' pay 
overshot equality e.nd other industries.a 
There ls great inefficiency (e.g., duplication 
of costly underut111zed fac111ties). For ex
ample, in California alone in 1975, cardiac 
operations were performed in 91 hospitals. 
Mllllons of dollars could have been saved, and 
the quality of ca.re improved, if these 15,000 
procedures had all been done at 30 or fewer 
centers. Wide variations in the per ca.pita 
consumption of various costly health services 
(e.g., hospitalization and operations) among 
similar populations, without any apparent 
difference in medical need or health outcome, 
suggest that there is much spending that 
yields little or no discernible benefit in terms 
of health.M People might be just as healthy 
with half as much hospitalization. 

While the nation ls spending more, some 
people a.re enjoying the benefits less. Gaps in 
coverage leave some unprotected from heavy 
financial burdens, and others protected by 
Medicaid only after medical costs have made 
them poor. Public funds (including tax sub
sidies) do more for the well protected well
to-do than for the working poor who need 
help more. Also, there ls uneven geographic 
distribution, leaving many rural and inner
city residents poorly served, and there are 
too many doctors in some well-to-do areas. 

Causes of inflation and inequity 
The main cause of the unjustified and 

unnecessary increase in costs ls the complex 
of perverse incentives inherent in the tax
supported system of fee for service for doc
tors, cost reimbursement for hospitals, and 
third-party intermediaries to protect consum
ers. Fee for service rewards the doctor for 
providing more and more costly services, 
whether or not more is necessary or beneficial 
to the patient. Cost reimbursement rewards 
the hospital with more revenue tor gen
era.ting more costs. Indeed, a hospital a.dmln-
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lstrator who seriously pursued cost cutting 
(e.g., by instituting tighter controls on sur
gical procedures and laboratory use and 
avoiding buying costly diagnostic equipment 
by referring patients to other hospitals) 
would be punished by a loss in revenue 
(Medicare and Medicaid would cut him dol
lar for dollar) and a loss in physician staff 
and, therefore, patients. Third-party reim
bursement leaves the consumer w1th, at most, 
a weak financial incentive to question the 
need for or value of services or to seek out 
a less costly provider of style or ca.re. 

The economic factors are important, but 
the important factors are not all economic. 
The financial incentives are reinforced by the 
demands and expectations of anxious pa
tients, the prestige associated with costly 
technologic care, the malpractice-induced 
need for "defensive medicine" and the gov
ernment-inspired proliferation of health 
ma.npower-especially physicians. Thus, the 
financing system rewards cost-increasing be
havior and provides no incentive for economy. 
It is also inequitable. Medicare and Medicaid 
are among the worst offenders. 

Medicare pays more on behalf of people 
who choose more costly systems of care. For 
example, in 1970, Medicare paid $202 per cap
ita on behalf of beneficiaries ca.red for by 
Group Health Cooperative of Puget Sound, a 
prepaid group practice, but paid $356, or 76 
per cent more, on behalf of s1mllar bene
ficiaries in the same area who got their care 
from the fee-for-service sector.• Medicare 
pays more to doctors who charge more and 
more to hospitals that cost more. At the 
same tlme, Medicare pays more on behalf of 
rich than poor (because they live in better 
served areas and can more easily atrord the 
coinsurance), white than black and well 
served than underserved.9 

Medicaid, which also relies almost entirely 
on third-party payment, fee for service and 
cost reimbursement, ls pa.rtlcula.rly vulnera
ble to fraud and abuse. Its beneficiaries are 
particula::-ly unlikely to be able to judge the 
need for or value of services provided to 
them, and are less motivated to weigh the 
value against the cost because they are not 
spending their own money. 

Private insurance receives important subsi
dies through the tax system. Employer con
tributions to employee health-insurance 
premiums, no matter how large, are not 
counted as taxable income to the employee. 
This exemption m~ans that 1f an employee 
takes $100 of additional compensation in the 
form of health Insurance, he gets about $100 
worth of benefits, whereas 1f he takes it In 
cash, he gets (net after tax) $70 or less. Also, 
within limits, employee premium payments 
and out-of-pocket medical expenses are tax 
deductible. In fiscal 1978, these "tax expendi
tures" wlll amount to roughly •to blllion. 
However meritorious 1n origin and intent, 
these features of the tax laws have unfortu
nate effects in terms of both mcentives and 
equity. They subsidize employee decisions to 
select more costly health-care systems and 
encourage employee pressure for rich em
ployer-pa.ld benefits. Also, this tax system 
provides more sut-stdy for better paid and 
covered than for poorly paid and covered 
people. 

The incentives in these system.-; of payment 
also help to defeat local e1forts to control 
costs by limiting hospital capacity. Most of 
the costs of operating unneeded hospital ca
pacity are paid by Medicare, Medtca.ld and 
insurance policies whose premiums are rated 
on the experience of an area larger than a 
typi<'al county or health-service area. Why 
should a health-systems agency or a board 
of county supervisors defy local pressures 
and force the rlosing of an unneeded hos
pital, with loss o! jobs, when most o! the 
extra costs of keeping it open are pa.ld !or 
with funds from out.aide their area? 

The physicians• role 
Physicians receive only about 20 per cent 

of the health-care dollar, but they control or 
influence most of the rest. Even though it 
may not appear so on an organization chart, 
physlci&nS are the primary decision makers 
in the health-care system. But the present 
structure of the system a.sslgns very little 
responsib111ty to them for the economic 
consequences of their health-care decisions. 
They a.re not trained in medical economics. 
Most doctors have no idea what hospital 
costs, pharmacy costs and other ancillary 
patient··care costs actually are. The system 
gives them little or no incentive to find out, 
or to act on the information if they have it. 
'l"'heir professional values combine with the 
financial incentives and other factors, such 
as the malpractice threat, to minimize con
cern over cost and to foster cost-increasing 
behavior. If the decision makers in a system 
are not concerned with cost effectiveness. the 
system w111 not be cost effective. 

Lack of competition and choice 
There are competitive elements in the 

health-care system. For example, insurance 
companies compete with each other, and with 
self-insurance, for gr-'UP contracts, by offer
ing lower administrative costs. But there ts 
very little competition among providers of 
care to produce services more efficiently or to 
otrer a less costly style of care, and to pass 
the savings on to consumers. Most workers 
a.re offered a slngle health-insurance plan by 
their employer or health and welfare fund, 
usually a third-party reimbursement plan 
with no 11mlt on choice of physician. (The 
Health Maintenance Organization (HMO] 
Act was intended to open up employee 
groups to HMO's by nundating dual choice, 
but the qualification process has been 
bogged down in the Department of Health, 
Education, and Welfare, and many em
ployers are holding back on offering HMO's 
until the HMO's are quaUlled.10,u) 

The Medicare law has a complex provision 
for pa;91ng HMO's, but it is based on retro
spective cost finding. includes an implicit tax 
on HMO's, and has not been put into opera
tion. So Medicare beneficaries are stuck with 
a third-party, cost reimbursement system; 
they cannot choose a m:>re eftlcient system 
and realize the savings for themselves. 

Although the fee-for-service, third-party
reimbursement system offers the patient a 
free choice among doctors and hospitals tn 
his community, it does not otrer him the al
ternative of keeping much of the savings 
that he would generate by choosing effective 
but less costly care. The premiums and 
charges that he must pay reflect the cost
generating behavior of the doctors and hos
pitals caring for hls insured group. His choice 
of doctors and hospitals ts generally limited 
to those who work within the framework of 
the cost-increasing incentives. If he would 
prefer, for example, a system that used half 
as much hospitalization per capita, in ex
change for more home care or better access 
tO ambulatory care, at an equal per capita 
cost, the third-party fee-for-service system 
would not be able to offer it to him. 

For many years, some physicians have 
been e1fecttve in blocking the development 
of competing alternative systems of care in 
whlch consumers could choose a less costly 
system or style of ca.re and realize the bene
fit in the form of a reduced premium. They 
have done so through such devices as boy
cotts of insurers seeking to develop closed
panel plans, in the name of defending "the 
patient's right of tree choice of physician," 
and professional ostracism and denial of 
hospital privlleges to physicians participat
ing In closed-panel plans.12 Insistence that 
every insurance plan give the patient a com
pletely free choice o! physician is, ln effect, 
dental of the patient's right to elect to 
obtain his care from a llmited group of 
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physicians who offer less costly care !or a 
lower premium. And these monopolistic prac
tices are not relics o! a. distant past. As re
cently as 1977, medical staffs in Massachu
setts and California have voted to deny hos
pital privileges to physicians belonging to 
highly reputable prepaid group-practice 
plans. In November, 1977, the Michigan St3.te 
Medical Society House of Delegates voted to 
boycott Blue Shield because Blue Shield, 
a.ctlng under pressure from employers and 
unions, sought to discriminate in favor of 
participating physicians and to institute re
imbursement incentives for utilization 
control.13 

Other failures in the health-care market 
In addition to these barriers to competi

tion, consumers today generally have poor 
information about health-care alterna.th'eR. 
Most do not know what their health premium 
costs a.re because the costs a.re pa.id t>y the 
employer or the government. So they have, at 
most, a weak incentive to learn about and 
consider the costs of the ca.re that they re
ceive. In most communities, there is no or
ganized information for consumers on the 
avallab111ty and merits of alternative pro
viders. Moreover, consumers must rely for 
advice a.bout the benefits of proposed treat
ments on physicians who often have a finan
cial interest in more costly ca.re. The situa
tion is ma.de worse by the great uncertainty 
a.bout the benefits in many cases. The system 
is not built to facilitate thoughtful choices. 
There are many restrictive laws and practices. 

Geographic and specialty maldistribution 
o! physicians is exacerbated by third-party, 
fee-for-service financing, which creates on 
open-ended demand for subspecialty care in 
well-to-do areas, and little incentive to offer 
primary care in inner-city or rural areas. 

Discontinuity of coverage 
Most private health insurance is provided 

as an employment-related fringe benefit--a 
system that works reasonably well for a large 
portion of the economically self-sufficient 
population with job stability (except that, as 
noted above, the limit on employer health
plan offerings is a key barrier to competition 
and consumer choice). However, the employ
ment-health insurance linkage is not com
patible with an effective univers3.l system of 
insurance coverage because people lose their 
coverage when they lose their jobs, because 
job changes commonly require health-cover
age changes, with breaks in continuity of 
coverage and care and nonproductive acJmin
istrative costs, and because it is very d!fficult 
to arrange good coverage for persons in mar
ginal industries or with seasonal, intermit
tent or otherwise unstable employment. Fur
thermore, employer-employee financing is re
gressive. Without m1ndated employer-pro
vided coverage the low paid, who cften need 
the most protection, get the least; with man
dated coverage, in addition to great admin
istrative problems for workers with unstabh! 
employment, the economic burden would fall 
heaviest on the lowest paid and provide a 
strong disincentive for employing marginal 
workers. 

In a society that agrees that everyone 
should have financial access to a decent level 
of health care, it makes no sense to 113.ve a 
system in which many people lose their cov
erage when they lose their jobs and many 
others lose their Medicaid eligibility 'Nhen 
they get even a poorly paid jcb. Cycling in 
and out of Medicaid eligibll1ty produces 
hardship and work disincentives for the poor, 
and heavy nonproductive administrative bur
dens for states, counties and providers. As 
incomes fluctuate, contributions, not eligibil
ity, should vary with ability to pay. Every
one's health-care coverage should be 
continuous. 

In sum, the status quo in health-care fi
nancing is untenable. If nothing else does, 
the growth in cost will force a change. The 
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issue is not whether or not to enact national 
health insurance (NHI). This country already 
has a sort of NHI system, with separate pro
grams for such groups as the aged, poor, em
ployed middle-class, veterans, mllltary and 
dependents. The issue today ls "what kind of 
NHI?" I do not accept the view that Ameri
cans cannot afford comprehensive NHI now 
and must wait for it until costs are brought 
under control. On the contrary. they are al
ready paying for NHI, but are not getting the 
benefit because of an inefficient, inequitable 
system that results from historical accident 
and interest-group pressure. Prompt action 
is needed to assure universal coverage. But 
an equally urgent reason for an effective 
NHI today ls the need to find good ways to 
reorganize the system and build in incentives 
for equity and cost effectiveness. 

BROAD ALTERNATIVES FOR COST CONTROL 

The government will do what it must to 
bring health-care spending under control. 
The costs are too large for it not to. There 
are two broad alternative approaches to this 
end: one ls direct economic regulation; the 
other is cost control through incentives and 
competition. 
Direct economic regulation will not make 

things better 
In recent years, the main line of govern

ment policy has been to attack the problems 
created by inappropriate incentives with 
various forms of regulation (e.g., planning 
controls on hospital capacity, controls on 
hospital prices and spending, controls on hos
pital utilization and controls on physician 
fees). The weight of evidence, based on ex
perience in many other industries, as well as 
in health care, supports the view that such 
regulation ls likely to raise costs and retard 
beneficial innovation.u 

A great deal of regulation of health services 
ls inevitable. And in some fields, regulation 
is used to maintain competition (e.g., the 
Securities and Exchange Commission and 
the antitrust laws). The issue, then, ls not 
regulation in general, but the specific types 
of regul:i.tlon and their likely consequences. 
The point here is that direct controls on 
costs, in opposition to the basic financial in
centives, are not likely to make things 
better. 

To determine a regulated price for a serv
ice, a regulator must start with the producer's 
costs, allowing a reasonable profit margin. So 
in the long run, price regulation amounts to 
cost reimbursement, and it gives the pro
ducer the same incentives. Because of the 
incentives that regulators face (e.g., to a.void 
being over-ridden by appeals to the courts 
and to avoid a failure in service for which 
they are blamed). regulation tends to 
protect regulated firms whenever com
petition or technologlc change threatens 
established positions within the industry. 
Regulators often see the purpose of the price 
structure as providing a mechanism for sub
sidizing some groups at the expense of others, 
rather than as a mechanism for offering in
centives to buyers and sellers to make eco
nomical choices.a For example, airline fa.res 
subsidize travelers on uneconomic routes at 
the expense of travelers on dense routes. The 
main reason some hospitals favor regulation 
is that it would function as a cartel to pro
tect them from buyers who want to cut costs; 
they know that the approved rates will be 
based on their costs. 

Medical ca.re has many chara.cterlstics that 
make it a particularly unsuitable candidate 
fer successful economic regulation.15 Basic to 
the problem is the subtle, elusive and indeed 
almost indefinable nature of the product. In 
the health-care sector to date, the most ex
tensively tested form of economic regula
tion has been regulation of hospital capac
ity. And it is clear that certificate-of-need 
regulation ha.s not helped control the prob
lem of overbedding.1s 18 A fixed legislated 
Umit on total ca.pita.I spending by hospitals 
might offer, a temporary illusion of effective
ness, but it ls vulnerable to a. number of 

countermeasures such as "unbundling" (i.e., 
breaking proposed investment projects down 
into small pieces, the value of ea.ch of which 
ls below the threshold at which planning 
approval is required, or placing equipment 
in physicians' offices or other fac111tles beyond 
the reach of the regulators). 

Physician fee controls have been advo
cated and were tried in the Nixon Adminis
tration. In judging their likely value as a 
cost-control device, would-be regulators 
should be aware that the "doctor visit" is 
high compressible, and the need for physician 
services is impossible to test objectively ex
cept in extreme cases. So the physician who 
considers his income to be threatened by fee 
con tr _ls can increase the frequency o! recom
mended follow-up visits, increase the number 
of services rendered in each visit and blll 
separately !or individual services, thereby 
making up the loss in increased volume. By 
triggering higher ut1llzation, such controls 
might become counterproductive. 

Overall controls on hospital spending face 
similar prospect.a: circumvention, "un
bundling" and exceptions. The Carter Ad
ministration emasculated its proposed Hos
pital Cost Containment Act of 1977 by ex
empting wage increases from the hospital 
revenue limit, despite the fa.ct that many 
hospital workers now earn mere than their 
counterparts doing slmllar jobs in other sec
tors.a But even 1! such a law were ultimate
ly successful at controlling total hospital 
spending at the stated growth rate, there 
would be no force in the system to assure 
efficiency or equity in the allocation or pro
duction o! services. At best, the hospital in
dustry would hsve been frozen in its present 
wasteful and inequitable pattern. 

The danger in ineffective controls from the 
physicians' point of view is that they will 
inevitably bring on demands !or more strin
gent controls that are likely to be increasing
ly burdensome and unpalatable. The next 
steps in controlling the costs of physician 
services a.re likely to include tighter utmza.
tion reviews, justified and a'Ccompanied by 
increasingly strident atta.cks on "unneces
sary surgery" and other abuses. Another 
step might be, in effect, negotiated budgets 
for the total of all physician services in ea.ch 
state that are paid !or by government or by 
tax-exempt or tax-deductible insurance 
policies. One effect of this approach would 
be to get physicians fighting among them
selves over fees. The next step on hospital 
cost controls might be for the government 
to extend capital investment and spending 
limits to all health !a.c111ties and to create the 
detailed regulatory apparatus needed to 
process requests for exceptions, justified and 
a.ocompanied by attacks on "obese hospitals." 
Although exceptions would have to be 
granted, the regulators could slow the rate 
of in:::rease in spending by bogging down in
vestment pro.Jects in procedural requ!re
ments. The failure of Congress to act on the 
Administration's cost-control proposal ls not 
a rejection of the need for controls; it re
flects unce·rtainty and disagreement ovet 
means. 
LIMITATIONS OF PREVIOUS PROPOSALS FOR NHI 

In addition to Consumer-Choice Health 
Plan (CCHP), a new proposal to be ex
plained in the second part o! this article, the 
Carter Administration has been examin
ing four NHI alternatives, all of which have 
been introduced in previous Congresses. They 
are the Health Security Act ("Kennedy
Corman") Universal Federal Third-Party 
Reimbursement Insurance ("Kennedy
Mills"), the Comprehensive Health Insur
ance Plan or "CHIP" (Nixon Administration) 
and the Catastrophic Health Insurance and 
Medical Assistance Reform Act ("Long-Rlbl-
coff"). 

Because the first two would essentially give 
the federal government a monopoly o! 
health-care financing, and because many peo
ple assume that NHI must inevitably mean 
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such a monopoly, it is useful to begin evalu
ation of these alternatives by asking whether 
health-care financing is more appropriately 
organized as a government monopoly or 
through private markets. Much of the case 
for NHI rests on "private-market failure." 
And there ls no doubt that the private mar
ket for health insurance, as presently con
stituted and shaped by numerous govern
ment policies, does a poor job of allocating 
resources, and fails to meet important social 
objectives. Consideration of private-market 
failure needs to be balanced by an apprecia
tion of some of the characteristic limitations 
of government. The following generaliza
tions, although obviously not true in every 
case, summarize important insights that 
must be considered in the decision whether 
NHI should be based mainly on private mar
kets or on a government monopoly. To save 
time, they are stated here baldly and with
out applicable qualifications. The point of 
what follows ls not to imply that govern
ment ls "bad" as compared to private enter
prise, or that government people a.re better 
or worse than private-enterprise people. 
Rather, the point ls that government has 
certain limitations that are deeply rooted, 1f 
not inherent. Government ls good at some 
things, such as taking money from taxpayers 
and paying lt to social-security beneficiaries, 
and maintaining competition in many in
dustries; it performs badly a.t other things. 
The problem of public-policy design is to 
define the appropriate role for government 
to achieve desirable social purposes most 
effect! vely. 

1. Government responds to well focused 
producer interests; competitive markets re
spond to broad consumer interests. People 
speciallze ln production, and diversify ln con
sumption. They a.re therefore much more 
likely to pressure their representatives on 
their producer interests than on consumer 
interests. 

2. In Charles Schultze's words: 
"We tend to subject political decisions to 

the rule, 'Do no direct harm.' We can let 
harms occur as the second- and third-order 
consequences of political action or through 
sheer inaction, but we cannot be seen to 
cause harm to anyone as the direct conse
quence of collective actions ... The rule ot 
'Do no direct harm' is a powerful force in 
shaping the nature of social intervention. 
We put few obstacles in the way of a mar
ket-generated shift of industry to the 
South ... but we find it extraordinarlly diftl
cult to close a military base or a post office." io 

Thus, a government-run or regulated sys
tem must be very rigid, and government 
managers are often not allowed to make 
changes to improve efficiency. 

3. When every dollar in the system ls a 
federal dollar, what every dollar ls spent 
on becomes a federal case. The recent Con
gressional deadlock over Medicaid funding 
for abortion illustrates the point. Putting 
permissible medical procedures to majority 
vote would, to use Schultze's phrase, "stretch 
thin the delicate fabric of political con
sensus by unnecessarily widening the scope 
of activities it must cover." 111 

4. Equality of treatment by government 
trends to mean uniformity. The uniform 
product ls often a bargained compromise 
that pleases no one. 

5. Government generally does a poor job 
providing services to individuals. 

6. The government performs poorly as a 
cost-effective purchaser. Think of the Ray
burn Building, the ~umphrey Building (De
partment of Health, Education. and Welfare 
headquarters) , Medicaid and the C-5A. If a 
government agency gets tough With sup
pliers, the suppliers can bring pressure to 
bear to get the rules changed. Government 
purchasers are surrounded by many complex 
procedural rules. They have to "go by the 
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book." They are not allowed to exercise much 
judgment. And their incentives to achieve 
economy are weakened by the fact that they 
are not using their own money. (An impor
tant exception to this situation has been the 
Federal Employees' Health Benefits Program, 
in which the Civil Service Commission has 
acted as a "private" buyer on behalf of fed
eral employees; the statute authorizing the 
Program establishes a competitive system, 
exempts the Civil Service Commission from 
required competitive bidding and allows it 
to use judgment-which it has done to good 
effect.) Private purchasers are using their 
own (or their company's) money. They gen
erally have the authority to use their own 
best judgment, and they must bear the con
sequences of poor judgments. The govern
ment seems addicted to cost reimbursement 
despite its notorious record for generating 
cost overruns. Cost reimbursement protects 
providers at the expense of taxpayers and 
consumers. 

7. The political system ls extremely averse 
to risk. Private businessmen speak without 
apology of the gambles they made that did 
not pay off. To survive in a changing indus
try, one has to innovate, which means tak
ing chances. Business is tolerant of indi
vidual mistakes as long as the batting aver
age is good. By contrast, the political system 
gives inordinate attention to individual mis
takes. Congressional investigators and the 
pre$ get large rewards from discovering and 
exposing error in government. So government 
has become a sophisticated mechanism for 
dispersing and avoiding personal responsi
bility and avoiding risk. Moreover, visible 
errors of commission are punished far more 
severely than invisible errors of omission. 
This fact makes it extremely dimcult to in
novate in a government environment. 

The financing of individual health-care 
services does not need to be a monopoly. 
There ls no technical or economic factor that 
makes it a "natural monopoly like a public 
utility. Nor is personal health care a "public 
good" like defense or police protection. The 
benefits of individual health-care services 
are enjoyed primarily by the individual and 
his family, and he should be allowed a large 
measure of choice concerning it. The lm· 
portant public purposes of universal access 
to good-quality care can be pursued most 
effectively in a decentralized private system 
guided by an appropriate structure of incen
tives and regulation to sup_?ort compeUtion. 

The Health Security Act,20 proposed by 
Senator Kennedy and backe1 by organized 
labor, is designed to get away from third
party reimbursement and to shift health
care financing to a per capita and prospec
tive budgeting basis within a publicly deter
mined total. The Act would assign the entire 
financing and management of NHI to the 
federal government. It would create a Health 
Security Boa.rd in the Department of Health, 
Education, and Welfare to administer the 
program. It wonld levy payroll taxes and 
match this amount with an equal sum from 
general revenue. The Board would establish 
an annual national budget, not to exceed to
tal receipts, and allocate it to each Health, 
Education, and Welfare region on a per 
capita basis in categories for Institutional 
services, physicians' services, dental services, 
drugs or appliances. Within these totals, the 
Board would then contract for covered serv
ices With participating providers (i.e., pro
viders who a.greed to make no charge to the 
patient for covered services). 

In brief, health security would create a 
system that is centrally and politically con
trolled, in whidh every participating provider 
received all his money from the federal gov
ernment. Spending for personal health-care 
services would be set in the political process 
on the basis of national priorities rather 
than in the marketplace on the basis of tn
divldual priorities. 

Health security has important strengths. 

It recognizes that the third-party-reim
bursement principle provides inappropriate 
economic incentives in medical care. It seeks 
to restructure health services into organized 
systems. Capitation financing, whiCih it em
phasizes, gives incentives for economic effi
ciency in use of total resources. Health se
curity seeks equity in the use of public 
funds. And it seeks to equalize per capita 
spending among regions and between HMO's 
and the fee-for-service sector. 

Many of health security's weaknesses were 
summarized in my earlier discussion of gov
ernment monopolies and private markets. 
But the main criticism of health security is 
that it cannot achieve its goals. The gov
ernment cannot restructure the system by 
direct controls. Experience with other regu
lated industries, and with NHI in other 
countries, suggests that the government 
would freeze the system in its existing pat
terns. The "do-no-direct-harm" rule has pre
vented the government for years from closing 
unneedej Public He::i.lth Service hospitals and 
mllltary bases. Its attempts to close hospi
tals in obviously overbedded areas drown In 
a deluge of lawsuits and pressure from em
ployee groups. Imagine the vested interests 
and the rigidity surrounding the hlstory
based allocations among hospitals, doctors, 
dentists and others. It would become much 
more important to provider groups to defend 
their allocation than to serve patients. The 
Health Security Act seems designed to freeze 
existing allocations and to protect existing 
jobs. 

The Health Security Act proposes to bring 
total spending under control by "top-down 
budgeting." Top-down budgeting may indeed 
bring total spending under control, but ot 
itself, without competition, the mechanism 
has no built-in means for assuring that much 
useful output is produced. This deficiency ls 
especially true ot a medical-care program 
whose output cannot be measured in any 
simple and adequate way. Look at the experi
ence in our largest public health-care sys
tems. At least by c1v111an standards, the De
fense Department operates and fills far too 
many beds.n A recent study of the Veterans 
Administration (VA) system concluded-

"There are too many acute beds being op
erated in the system ... about half the pa
tients in acute medical beds, one-third ot 
the patients in surgical beds, and well over 
half the patients in psychiatric beds do not 
require-and are not receiving-the acute 
care services associated with these types ot 
beds. The:e data provide additional evidence 
that many more VA hospital beds are being 
operated than are required to meet the needs 
of veterans . . . The VA has installed many 
expensive specialized medical fac111ties that, 
in many hospitals, are used at rates far below 
their capacity." 22 

The point is that in the bureaucratic 
budgeting system, one strengthens one's case 
for more by doing a poor job with the budget 
that one has. If 'the budgeting system at the 
institutional level is based on workload 
rather than capitation, it gives physicians 
and adm!nistrators incentives for utmzations 
that are similar to fee for service. 

The government is simply incapable of 
managing the Health Security Program. It 
does not have the organization, and it can
not acquire the management capab111ty on a 
sustained basis. To illustrate one of the prob
lems, the Act provides that members of the 
Health Security Board will be paid at Execu
tive Level IV. This proposal means that the 
top management of the Program would be 
paid about 25 per cent less than the average 
doctor. The Board might attract outstanding 
management talent to begin with, on the 
basis of dedication to public service. But 
when it becomes clear what doing an effective 
job means--e.g., closing excess acute hoopl
tals in some areas to pay for needed facilities 
in others-and Board members start feeling 
the wrath of citizens expressed through their 
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Congressmen, and seeing the implementation 
of their plans tied up in court, the two-year 
turnover typical of assistant secretaries in 
the departments of Defense and Health, Edu
cation, and Welfare, ls sure to emerge. Run
ning a large organization effectively requires 
long-term commitment by its managers; it 
cannot be done well on revolving tours of 
two to four years. 

Finally, health security would add over 
$100 billion to federal outlays in fiscal 1978 
cost, which effectively rules it out on fiscal 
grounds. And there is no way to phase it in; 
it is an an-or-none proposal. 

Universal Federal Third-Party Reimburse
ment is the most familiar approach to NHI. A 
bill to create such a system was proposed as 
a grand compromise by Senator Kennedy and 
Congressman Mills in 1974.23 This is the ap
proach that the Canadians took, though 
theirs ls a joint federal-provincial program. 

Conceptually, and initially, this is the 
simplest NHI idea from the point of view of 
consumers and providers of ca.re: every
body goes right on doing what he was doing, 
and the government pays the bills. But a.ny
bcdy who has tried seriously to understand 
and implement the Medicare regulations 
knows that ultimately this must be the most 
complex approach. For this system would be 
"modified Medicare for everybody." The 
government would have to process over a bil
lion claims a year. If costs were to be con
trolled, each would have to be reviewed. for 
appropriateness. Arbitrary numerical cri
teria would have to be used. Rules for retro
spective cost finding would become increas
ingly complex as institutions sought to in
terpret them to their advantage while the 
government sought to control the costs. 

This approach would set in concrete the 
third-party reimbursement principle, which 
experience and economic reasoning indicate 
is not a rational way to finance medical care. 
By making scarce resources free, or nearly so, 
to the user, third-party-reimbursement in
surance gives people economic incentives to 
use them e:-:cessively. Third-party-reim
bursements insurance relieves the consumer 
of the additional cost of the services he re
ceives, and therefore the incentive to con
serve resources, without putting the incen
tive on the provider. A rational economic sys
tem of health-care financing would tie the 
physicians to the economic consequences of 
their decisions and hold them responsible for 
using total health-care rescmrces wisely. It 
would also allow consumers to realize the full 
benefits from choosing less costly systems of 
care. 

The worst effect of universal third-party 
insurance would be to destroy the incentive 
of consumers and physicians to reorganize 
the delivery system in more cost-effective 
ways.2• It would deny consumers the op
portunity to reap the benefit from choosing 
less costly systems or styles of ca.re. Con
sumers would be relieved of most of the costs 
implicit in their choices, and larger reim
bursements would be made on their be
half if they chose more costly providers. 
Similarly, with government-financed, open
ended demand for services wherP. and when 
they wanted to deliver them, physicians 
would see little gain from accepting the dis
cipline of an organized system. 

rity. "Kennedy-Mills" would add more than 
$60 blllion to federal outlays in fiscal 1978 
costs. 

The Comprehensive Health Insurance Plan, 
or "CHIP," 2s proposed by the Nixon Adminis
tration in 1974, would have established a 
three-part national program including man
dated employer-employee health-benefits 
programs meeting certain standards, a state
operated "assisted health-care program" pro
viding coverage for low-income fammes and 
for families and employment groups who are 
high medical risks, and a federal program for 
the aged-in effect, expanded Me~icare. 

The employee plan would require em
ployers to offer full-time employees a health 
plan including hospital , medical and preven
tive services and protection against cata
strophic lllness. Coverage would be imple
mented through private health insurance, 
and financed through employer and employee 
premium contributions. The assisted plan 
was designed to make health insurance avail
able to all persons not otherwise insured. 
There would be income-related deductibles, 
coinsurance and a limit on each famlly's 
llabllity. Premiums would be income related, 
and tied to the state average for the em
ployee plan. 

CHIP ls very appealing to federal officials 
because its costs are largely kept off the 
federal budget. (Its costs to the federal 
budget would be roughly $8 billion in fiscal 
1978.) And it has the important advantage of 
keeping much of the management and un
derwriting in the private sector. 

But CHIP has important weaknesses. It re
inforces the link between job and health
plan coverage, with all the faiUngs of that 
system mentioned earlier. Moreover, man
dated employer coverage works as a strong 
disincentive to hiring people with low job 
skills and productivity. Combined with the 
recently signed minimum wage, and in
creases in Social Security payroll taxes, it 
would mean that by 1981, a person could not 
get a full-time job unless his services were 
worth well over $8,000 per year. 

CHIP's fatal flaw is that it shares with 
"Kennedy-Mills" the error of seeing NHI 
solely as a matter of providing third-party
reimbursement insurance coverage for every
body, not a matter of incentives for cost 
control or reform of the delivery system. 
Thus, CHIP would leave to direct economic 
regulation the overriding problem of cost 
control. CHIP would not break down a main 
barrier to competition (1.e., that most em
ployees are offered a single health-benefits 
plan, usually based on third-party reimburse
ment). Thus, it would not realize one of the 
main advant.ages offered by the private sec .. 
tor. Employers would have to offer member
ship in one prepaid group practice and one 
individual practice association, if available, 
as required by the HMO Act. But that leaves 
out much potential competition from health
care alliances, variable-cost insurance and 
other innovative ways that providers and 
consumers might organize to use resources 
wisely. The market should not be limited to 
HMO's meeting the present rigid detailed 
legal definition. There is no way of knowing 
whether these are the "best" or the only good 
means of organizing care. And the legal re
quirements add greatly to the time, cost and 
difficulty in starting such an organization. 
Moreover, CHIP would not correct the inap
propriate cost-increasing incentives in Medi
care, Medicaid and the tax laws. By continu
ing to subsidize more costly systems of care, 
the government would have failed to cr~ate 
the essential fair-market test among com
peting alternatives. 

"Kennedy-Mills" would not produce a 
stable equilibrium in health-care financing. 
The cost growth induced by the third-party
reimbursement incentives would have to be 
restrained by ever tighter controls. Even
tually, the government would be forced to 
impose a "top-down" limit on health-care 
spending, with regional caps, negotiated 
prospective budgets for institutions and ne
gotiated totals on spe~ding for physician 
services by state or Nlil region. Within a 
decade or less, "Kennedy-Mills" would be
come indistinguishable from health secu-

Ultimately, the need for cost controls 
would force the government to impose "too
down" limits on spending. And within - a 
decade or less, the system that started with 
CHIP would also begin to resemble health 
security. 

Footnotes at end of article. 
The fourth alternative is known as "Long

Ribicofj" 28 in hono.:- of its two senatorial 

sponsors. The federal government would take 
over the acute-care part of Medicaid, provid
ing essentially full insurance coverage for 
low-income families-for example, up to an 
income of $4,800 for a family of four. (Above 
that income, a family could become eligible 
if its medical expenses were large enough to 
cause it to "spend down" to an income net 
of medical expenses of $4,800.) For nonpoor 
families, "Long-Ribicoff" would provide in
surance against catastrophic medical ex
pense It would add about $12 billion to the 
federal budget. 

"Long-Ribicoff" has the important 
strength that it targets the available funds 
on the areas of greatest urgency-1.e., full 
coverage for the poor and insurance against 
catastrophic expense for the nonpoor. 

But as it stands, it too has important 
wea.l{nesses. For one thing, it has a big work 
disincentive for a low-income family a.t the 
cutoff income. There would not be much 
point for such a family working to earn more 
than $4,800 if it expected substantial medical 
bills. This part of the blll could and should 
be revised to reflect the lessons and decisions 
that went into the Carter Administration's 
welfare-reform proposal (that is, the loss of 
benefits as earned income rises should be 
gradual, so as to preserve work incentives). 

Secondly, it locks in the third-party-re
imbursement principle. Not only does this 
step perpetuate the cost-increasing incen
tives, but also it denies to institutions that 
would serve the poor a predictable source of 
capitation financing. Like everyone else, the 
poor should have choices among competing 
alternative health plans, and should be able 
to buy into good plans that serve the middle 
class. And the poor should be allowed to 
benefit from economizing choices. Thus, a 
voucher system for Medicaid is clearly pre
ferable to an infiex!ble commitment to third
party reimbursement. 

Thirdly, assuring that everyone has full 
protection against catastrophic medical ex
pense is a good idea. But again, "Long-Ribi
coff" locks in the third-party-reimbursement 
system that rewards providers for cost-in
creasing behavior and provides no restraint 
on cost once the catastropic expense thresh
old is reached. Instead, people should be 
allowed to have the actuarial value of their 
catastrophic expense protection paid to the 
qualified health plan of their choice in the 
form of a fixed prospective per capita pay
ment-provided the qualified health plan 
provides catastrophic expense protection. 

Finally, "Long-Ribicoff" does not correct 
the cost-increasing incentives in Medicare 
and the tax laws. And it does not assure 
every American a choice among competing 
plans. 

Jf the costs are to be brought under con
trol in a system that seeks consumer and 
provider satisfaction, and respects individual 
preferences, millions of Americans must be 
made interested in and well informed about 
the cost and quality of their health care, and 
allowed to benefit from choosing less costly 
systems and styles of care. The second part 
of this article will describe a new NHI pro
posal that meets these requirements. 

CONSUMER-CHOICE HEALTH PLAN 

(second of two parts) 
(By Alain C. Enthoven, Ph. D.) 

A national-heal th-insurance proposal 
based on regulated competition in the pri
vate r::ector. 

Abstract: Medical costs are straining pubUc 
finances. Direct economic regulation will 
raise costs, retard beneficial innovation and 
be increasingly burdensome to physicians. 
As an alternative, I suggest that the govern
ment change financial incentives by creating 
a system of competing health plans in which 
physicians and consumers can benefit from 
using resources wisely. 

Main proposals consist of changed tax laws, 
Medicare and Medicaid to subsidize indi
vidual premium payments by an amount 
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based on financial and predicted medic&l 
need, ~ well as subsidies usable only for 
premiums in qualified health insurance or 
delivery plans operating under rules that 
include periodic open enrollment, communi
ty rating by actuarial category, premium 
rating by market area and a limit on each 
person's out-of-pocket costs. Also, etficient 
systems should be allowed to pass on the full 
savings to consumers . .Finally, incremental 
changes should be made in the present sys
tem to alter it fundamentally, but gradual1y 
and voluntarily. Freedom of choice fo1· con
sumers and physicians should be preserved. 

In the first part of this article, which ap
peared last week, I reviewed the causes of 
inflation in health-care costs an'i the in
equities in financing today, explained why di
rect economic regulations wm not make 
things better and reviewed the limitations 
in the main previous proposals for national 
health insurance. In this part, I explain the 
main ideas of, and reasons for, Consumer
Choice Health Plan, a new national-health
insuranQe proposal. 

There is an effective alternative to dtrect 
economic regulation. It is to change the fi
nancial lncentlves--l.e., to create a financing 
framework in which physicians and consum
ers can benefit from forming and joining 
organized systems that use health-care re
sources wisely. In such a system costs can 
be controlled with freedom of choice that re
spects each person's preferences. Because the 
distinctive idea of this proposal is to let con
sumer preferences guide the reorganization 
of the health-care delivery system, I have 
called it "Consumer-Choice Health Plan 
(CCHP) ." Its ma.in ideas are a.'I follows. 

ORGANIZED SYSTEMS WITH INCENTIVES TO 
USE RESOURCES WISELY 

To achieve comprehensive care of good 
quality for all, at a cost we can afford, we 
must change the fundamental structure of 
the system ol health-care financing and 
delivery. Inster.d of today's fragmented sys
tem dominated by the cost-increasing in
centives of fee for service, we need a health
care economy made up predominantly, 
though not exclusively, of competing orga
nized systt:ms. In such systems, physicians 
would accept responslb111ty for providing 
comprehensive hes.1th-care services to de
fined populations, largely for a prospective 
per capita payment, or some other form of 
payment that rewards economy in the use 
of health-care ex!)enditures. They are by 
far the best qualified to make the difficult 
judgments about need and cost effectiveness. 
Because of the personal, uncertain, often 
intangible nature of medical care, physi
cians' judgment is a far more appropriate 
basis for resource allocation than arbitrary 
numerlca.1 standards are. So it makes sense 
for physicians to accept the m.ain respons1-
b111ty for keeping health-care costs within 
the limits desired by society. I believe that 
accepting that responslblllty ls the only way 
in which the medical profession can main
tain its autonomy in the United States. 

The government cannot reorganize the 
health-care economy by direct action. Peo
ple would resist such changes involuntarily 
imposed. And nobody can bring about such 
a change quickly. But the government can 
change the underlying economic incentives 
so that consumers and providers of care can 
benefit ,from forming and joining organized 
systems that use resources wisely. The deliv
ery system would then be forced to re
organize 1 tself in response to consumers 
who are seeking out e.nd choosing what ls 
in their own best interest. CCHP seeks to 
accomplish this transformation by voluntary 
changes in a competitive market. 

To date, we have not had a great deal of 
experience with alternative .forDlS of orga
nization and payment of physicians that 
reward economy in the use of resources. The 

t.ax laws, Medicare and lack of competition 
ha·.re discouraged their development. So we 
are not in a good position to prescribe how 
this can best be done. We should seek to 
learn more a.bout the possibilities by estab
lishing an overall system that rewards de
sirable innovation-1.e., by a fair market 
test among competing alter:c.atives in whi~h 
systems that do a bett~r job for a lower 
cost survive and grow. Many types of sys
tems might succeed in such a competition. 
One is prepaid group practice, in which 
groups of physicians practicing together ac
cept responsib111ty for providing compre
hensive health-care services to defined 
populations for a fixed prospective per 
ca.pita. payment, a.tl.d the individual physi
cians receive a salary, sometimes aug
mented by a bonus based on the overall 
success of the program. Another might be 
the individual practice association, in which 
the physicians as a group accept respons1-
b111ty for providing comprehensive services 
for a fixed prospective per capita payment, 
but practice individually and are paid i!ee
for-servlce. 

However, the cost-control record of such 
associations so far has not been impressive. In 
another model, individual primary-care phy
sicians agree to provide all the necei;:sary of
fice-based primary care to enrolled mem
bers who have chosen them, for a fixed pro
spective per ca.pita payment, and to manage 
all referral services for a cost-control incen
tive payment related to the per capita cost 
experience of their patients. This system 
makes the family doctor the "general man
ager" of his patient's health care, a role that 
should be attractive to many. This plan ls 
comparatively new and exists only on a small 
scale. Other successful models might include 
"health-care alllances" as proposed by Ell
wood and McClura,21 and "variable-cost in
surance" as propcsed by Newhouse and Tay
lor, 2s 1n which premiums retlect the cost-con
trol behavior of providers. In such an econ
omy, pure fee-for-service practice would ul
timately be reduced to a comparatively small 
percentage of the total, but it would probably 
have a secure place, both for specialty serv
ices bought by health plans not large enough 
to have their own full-time specialists and 
for consumers who preferred to continue to 
buy their health care and insurance on a 
fee-for-service third-party reimbursement 
basis, as most do today, and who would be 
wllllng to pay the extra cost above the sub
sidy level associated with that mode of fi
nancing. 

INFORMED CHOICE AMONG COMPETING 
ALTERNATIVES 

CCHP ls designed to assure that all people 
have a choice among competing alternatives, 
that they have good information on which 
to base their choice, and that competition 
emphasizes quality of benefits and total cost. 
CCHP would resemble the Federal Employees 
Health Benefits Program (FEHBP) and sim
ilar plans. It would extend to the whole pop
ulation and to all qualifying health plans 
FEHBP's proved principles of competition, 
multiple choice, private underwriting and 
management of health plans, periodic gov
ernment-supervised open enrollment and 
equal premiums for all slmllar enrollees se
lecting the same plan and benefits. 

EQUITY AND INCENTIVES FOR EC.:>NOMIZING 
CHOICES 

CCHP seeks to correct inequities and cost
increaslng incentives in the ta.x laws, Medi
care and Medlca.ld. Today, the tax laws 
exclude employer contributions to health 
insurance, no matter how large, from the 
employee's gross income and, within limits, 
they allow the employee W'ho itemizes to 
deduct his contributions. This setup has im
portant implications for incentives a.nd in-

Footnotes at end of article. 

come distribution. For example, if a married 
employee has $25,000 taxable dncome and his 
employer pays $1,600 per year for his health 
insurance, the exclusion saves him $512 in 
federal income tn.xes, not to mention savings 
in SoclE~l Security taxes (given the recent.ly 
enacted rates) and state income taxes. If he 
sought out and joined a health plan with a 
$1,500 premium, and asked his employer to 
pay hd.m the $100 difference in cash, the tax 
laws would let him keep less than $68 of it. 
Obviously, this situation weakens his inccn
tlvt. to seek out a less costly plan. At the 
same time, a self-employed or intermittently 
employed person earning $6,000 or $7 ,000 per 
year ls likely to have no employer contribu
tion to his health insurance and no help 
from the tax laws or other public assistance. 
This inequity can be corrected by replace
ment of the p:-esent exclusion and deduction 
with a refundable tax credit that is tha same 
for the high-income and the low-income per
son. In other words, the employer contribu
tion would be included in taxable income, 
but the resulting ta.x would be reduced by a 
ta.x credit. ("Refundable" means that the tax
payer gets a cash refund 1f he has no tax 
1111.blllty.) In CCHP, the tax credit would be 
based on actuarial oost--1.e., the average 
total cost of covered benefits for persons in 
each actuarial category (e.g., men 45 to 64 
yea.rs of a.ge) . Thus, persons in higher-risk 
groups having hd.gher predicted medical need 
would get larger tax credits. But people 
would not get extra subsidies for joining 
more costly bealth plans. 

In CCHP, Medicaid wo'..lld be replaced by 
a system of vouchers for premium payments, 
integrated with the Carter Administration's 
proposed cash-assistance welfare reform, and 
reaching 100 per cent of actuarlle.l cost for 
basic benefits for families with no income 
other than welfare. Medicare would be 
changed t.o give each beneficiary the right 
to have the average cost for bis actuarial 
category paid t<.i the qualified plan of hd.s 
choice as a fixed prospective periodic 
payment. 

Thus, CCHP would take money now used 
to s-.;.bsldize people's choice of more costly 
systems of care, and use it to raise the floor 
under the least well covered. It would give 
people an dncentlve to seek out systems that 
provide ca.re economically by letting them 
keep all the savings. While government as
sures that people have enough money to join 
a good plan, above tJhe subsidy-level people 
would be using their own net afte.·-tax 
money, which should motivate them to seek 
value for it. 

These changes would also permit con
tinuity of coverage regardless of job status. 

INCREMENTAL CHANGES 

CCHP ls not an immediate radical re
placement of the prei;:ent financing system 
with a whole new one. Rather, it ls a set of 
incremental "mid-course corrections" in the 
pre.sent financing and regulatory system, 
each one of which is comparatively simple 
and fammar taken by itself, but whose cu
mulative effect is intended to alter the sys
tem radically, but gradually and voluntarily, 
in the long run. OCHP corrects the faulty 
incentives produced by present government 
programs, and seeks to correct known market 
tmperfeotlons. CCHP preserves tlex1b111ty. U 
these changes do not produce the desired 
results, after experience has been gained, 
more corrections can be ma.de. CCHP recog
nizes that there ls no "final solution" to 
problems of health-care financing, as experi
ence in countries with national health in
surance clearly demonstrates. CCHP is not 
necessarily incompatible wLth some proposed 
regulation such as health planning, hospltal
cost controls and physician-fee controls. On 
the contrary, CCHP would increase the ef
fectiveness of the Health Systems Agencies 
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by giving them the incentives to control costs 
that they now lack. But CCHP would reduce 
the need for such regulation and, if success
ful, render it superfluous. 

OCHP can be thought of in two related 
parts: a financing system and rules ro create 
a socially desirable competition. 

THE FINANCING SYSTEM 

Actuarial categories and costs 
The fl.ow of government subsidies ro in

dividuals to help them buy health insurance 
in COHP would be based on actuarial cost-
1.e., the average total costs of covered bene
fits (insured and out-of-pccket) in the base 
year, updated each year by a suitable price 
index, for persons in each actuarial category. 
For persons not covered by Medicare, the 
actuarial categcries might be the simple and 
familiar three-part structure of "indivdual, 
individual plus one dependent, and indi
vidual plus two or more dependents." How
ever, in a competitive situation, this classifi
cation might give health plans too strong 
an incentive to attempt to select preferred 
risks by design of benefit packages <e.g., good 
maternity benefits to attract healthy young 
fammes), location of fac111ties, or emphasis 
in specialty mix (strength in pediatrics, 
weakness in cardiology). Carried to a logical 
extreme, such a system could lead to poor 
care for high-risk persons (though open en
rollment--described below-would always 
assure the right of high-risk persons to join 
any qualified health plan) . So experience 
might show that a more complex set of ac
tuarial categories is desirable. For example, 
the three-part structure might be supple
mented by special categories for persons 45 
to 54 and 55 to 64 years of age. Tn the limit, 
one might go to a structure based on indi
vidual age (e.g., in 10-year steps) and sex, 
though I doubt whether this development 
would be necessary. 

Actuarial cost would also reflect location, 
because there are large regional differentials 
in health-care costs. The appropriate geo
graphic unit would probably be the state. 
However, regional differences in real per 
capita subsidies based on actuarial cost 
would be phased out over a decade. 

The approximate price index for updat
ing actuarial cost would probably be the 
"all-services" component of the Consumer 
Price Index. 

The average per capita cost for physician 
and hospital care in 1978 will be about $200 
for people under 19, and about $475 for 
people 19 to 64 years of age ( 1976 costs in
flated. to 1978 a.t 10.3 per cent per year) .29 

So, if these are the covered benefits, actuarial 
cost for a "typical" family of four would be 
$1,350. A higher or lower amount, based on 
a more or less generous benefit package and 
on broad political judgments about prior
ities, might be chosen. 

In CCHP, premiums would be set by each 
health plan for each actuarial category and 
benefit package, on the basis of its own costs 
and its own judgment of what it can charge 
in a competitive market. Thus, persons in 
more costly actuarial categories would pay 
higher premiums. This step is desirable be
cause we want competing plans to be moti
vated to serve them and is made socially ac
ceptable by giving such people higher sub
sidies through tax credits or vouchers. 

Tax credit 

The present exclusion of health-insurance 
premium contributions by employers (and 
health and welfare funds) from employees' 
taxable incomes, and the deductibility of in
dividual premium contributions, would be 
replaced by a refundable tax credit equal 
to 60 per cent of the family 's actuarial cost. 
(The deductib111ty of direct medical expenses 
would be limited to those in excess of 10 per 
cent of adjusted gross income instead of 
today's 3 per cent.) Tax withholdings would 
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be adjusted to make the taxpayer's esti
mated net remaining tax liabillty at the end 
of the year approximate zero, so that he 
would not have to wait until the end of the 
year to receive the cash. Employers and 
health and welfare funds would continue 
contributing to employee health insurance 
under existing agreements, but they would 
report such contributions as part of total 
pay on W-2 forms. The tax credit is allowed 
only if spent on premiums for a qualified 
health plan. To the ordinary employee, then, 
CCHP would appear initially as a quite 
simple change in the way in which his 
compensation is taxed. 

C0nsider a typical employee with a family 
whose employer is contributing, say, $1,600 
per year to his health-benefits plan. Under 
CCHP, his personal income tax would in
crease roughly $480 because of the inclusion 
of the $1,600 in taxable income (assuming 
he is in the 30 per cent bracket), and de
cline by $810 (60 per cent of the estimated 
actuarial cost of $1,350) because of the tax 
credit, !or a net saving of $330. The $330 
would, of course, have to be financed 
through some combination of special taxes 
and federal general revenues. The impor
tance of the change is that the $810 sub
sidy would be the same for people with 
higher and lower incomes (above the wel
fare line) , and that the subsidy would not 
increase if the employee chose a more costly 
health plan. 

The choice of 60 per cent of actuarial cost 
as the level for the tax credit is based on 
a judgment that balances a number of 
factors. 

The first is that if the tax credit were 
too low (e.g., below 25 per cent of actuarial 
cost), many low-risk employee groups might 
find it advantageous to form a nonqualified 
plan and stay out of the system. For the 
incentive effects of the system to be perva
sive, most people must find it to their inter
est ro join qualified plans. Moreover, a tax 
credit at least as large as the tax benefit 
in the present law for middle-income tax
payers would help to minimize political op
position to the change from that group. 
Secondly, if the tax credit were too high 
(e.g., over 80 per cent of actuarial cost), 
the incentives of health plans to be truly 
efficient would be weakened. There would be 
no point in plans reducing premiums below 
the tax-credit level. But Medicare experi
ence suggests that prepaid group practices 
can deliver comprehensive health-care serv
ices for an average of 73 per cent of the cost 
of their fee-for-service counterparts.8 Sim
ilarly, if the tax credit were too high, mid
dle-class consumers would see too little of 
their own money going into premiums ro be 
motivated to shop for or help form more 
efficient systems. A tax credit at 60 per cent 
of actuarial cost would limit the potential 
for people to manipulate the system to their 
advantage by taking a minimum-cost 
"catastrophic insurance" plan when they 
expected to be healthy, and then switching 
to a full-benefit plan when they anticipated 
elective surgical procedures or pregnancy. 
This level approximates the FEHBP, which 
has worked well. However, other levels could 
be chosen, depending on the availabillty of 
funds. For example, it could start at 30 per 
cent, with higher levels phased in as reve
nues permitted. 

Vouchers for the poor 
The poor need more subsidy to assure their 

access to an acceptable plan. CCHP would 
provide them with a voucher usable only as 
a premium contribution to the qualified plan 
of their choice. It should be administered 
through the reformed ca.sh-assistance wel
fare system proposed by the Carter Adminis
tration, or whatever program is chosen to 
assist low-income people. The value of the 
voucher should be related to family income, 
and should decline gradually with increas-

ing income on a sliding scale that preserves 
work incentives. Here is one example. The 
Carter Administration welfare reform would 
guarantee a famlly of four a minimum cash 
income of $4,200; the cash assistance would 
be reduced 50 cents for each dollar of earned 
income until it reached zero at a family in
come of $8,400 (the "cash assistance break
even" point). Related to this, one could set 
the health-insurance premium voucher at 
$1,350 for a family with a total income, in
cluding cash assistance, of $4,200 (i.e., zero 
earned income), and phase it down to $810-
the tax-credit level for nonpoor families-at 
a total income of $8,400. The result would be 
a "benefit-reduction rate" (i.e., the cents 
worth of ca.sh assistance and voucher lost !or 
e3.ch additional dollar earned) of 56 per cent, 
which would not be inconsistent with the 
goal of preserving work incentives under
lying the Administration's proposed welfare 
reform. (If the voucher exceeded the family's 
health-insurance premium, the extra money 
could be used to buy additional health bene
fits such as dentistry, or left on deposit to 
offset cost sharing.) The voucher system can 
be integrated with the tax system and the 
unemployment-insurance system. 

To illustrate how the voucher system 
might work, suppose that the rates now in 
effect for childless couples in the California 
Public Employees' health-benefits plan were 
the rates in effect in CCHP. They include 
$55.88 per month for Kaiser Northern Cali
fornia, $73.17 for the Family Health Program, 
$92.00 for the United Foundations for Medi
cal Care, $93.15 for Blue Cross-Blue Shield, 
and others. Suppose a couple were totally 
dependent on reformed welfare. Using the 
Administration's proposed amounts !or wel
fare plus CCHP, they would receive a voucher 
worth $79.17 per month ($950 per year) !or 
health premiums, and cash assistance of 
$183.33 per month ($2,200 per year). They 
could elect the Kaiser plan and have $23.29 
per month left over for additional health 
benefits (such as copayments, dentistry and 
eyeglasses), elect Famlly Health Program and 
have $6 per month !or such additional bene
fits, or elect the Foundations plan and have 
to contribute $12.83 per month out of their 
cash assistance. If, instead, their income were 
at or above the "cash assistance breakeven" 
for childless couples of $4,400, their voucher 
could be worth $47.50 per month, and they 
would have to contribute $8.38 per month of 
their own money to join Kaiser, or $44.50 to 
join the Founadtions plan. (These numbers 
are illustrative; the actual voucher level 
might be different, depending on such factors 
as political judgments and regional cost 
levels, and I would expect competition to 
narrow the difference in premiums.) 

Medicare would be retained for the aged, 
disabled and victims of end-stage renal dis
ease. Eligib111ty would be expanded to all 
legal residents 65 years of age and over for 
Part A (institutional services) and Part B 
(physicians' services). The benefits should 
be expanded to conform to the benefits for 
the rest of the population. The 150-day limit 
on hospital days should be removed-in ef
fect providing catastrophic coverage. Better 
still, an annual limit on out-of-pocket ex
penses on covered benefits by any individ
ual subscriber should be enacted. 

The most important change needed in 
Medicare is a freedom-of-choice provision 
that would permit any beneficiary to direct 
that the "Adjusted Average per Capita Cost" 
( AAPCC) to the Medicare program for people 
in his actuarial category be paid to the qual
ified plan of his choice in the form of a fixed 
prospective periodic payment. I! done prop
erly, this change would end the Medicare 
subsidy to those who choose a more costly 
system of care, and would permit benefici
aries to reap the benefit of their economiz
ing choices in the form of reduced cost shar
ing or better benefits. 
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For example, I pointed out in the first 

part of this article that in 1970, Medicare 
paid $202 per capita on behalf of benefici
aries cared for by Group Health Cooperative 
of Puget Sound, but paid $356 on behalf of 
similar beneficiaries in the same area who 
got their care from the fee-for-service sec
tor. Nevertheless, as far as Medicare was 
concerned, the Group Health members were 
liable for the same deductibles and coinsur
ance and limitations on covered hospital 
days as their fee-for-service counterparts. 
They received no reward from Medicare for 
choosing a less costly system. If CCHP had 
been in effect, they would have been allowed 
to designate that $356 be paid by Medicare 
as a premium contribution on their behalf 
to Group Health or other qualified health 
plan. In a competitive situation, Group 
Health would have been able to pass on the 
extra $154 to the beneficiaries in the form 
of reduced or eliminated coinsurance and 
deductibles, removal of the limitation on 
hospital days covered, increased scope of 
benefits (e.g., outpatient drugs) or reduc
tion in supplemental premium, a.s an in
ducement for those beneficiaries to join 
Group Health. In CCHP, this option would 
be avallable to Medicare beneficiaries not 
only with respect to HMO's, but with respect 
to any qualified health plan. 

needed to assure that the information pre
sented ls complete, balanced and fair. 
Secondly, such an agency ls needed to assure 
that every eligible person ls truly given an 
opportunity to enroll in the plan of his 
choice. Thirdly, this apportionment obviates 

number of additions and exclusions. This 
supervision would force plans to publish 
their terms in a format that is understand
able to consumers and that facilitates direct 
comparison among plans without forcing the 
consumer to master and compare a lot ot 
fine print. Uniform financial disclosure 
would be required---comparable to what the 
Securities and Exchange Commission re
quires of public companies. Data on pat
terns of utilization, availabllity a.nd access1-
b111ty would be required, as is required of 
HMO's in the HMO Act. 

About 7.7 mlllion aged, blind and disabled 
persons receive Medicaid supplements to as
sist with costs not covered by Medicare. 
(Medicare pays about 71 per cent of hospital 
costs and 55 per cent of physician costs for 
aged beneficiaries.) Under CCHP, there sup
plements for acute care would be replaced 
by a voucher simllar to that for the non
aged poor. This substitution would assure 
the abllity of the poor Medicare beneficiary 
to pay the premiums for a policy to supple
ment Medicare. In 1978 the average per cap
ita hospital and physician costs for the aged 
not covered by Medicare wm be about $385. 
This would be an appropriate level for the 
full voucher. 
RULES TO CREATE A SOCIALLY DESmABLE COM

PETITION: CRITERIA FOR QUALIFIED HEALTH 
PLANS 

To quallfy to receive tax credits, vouchers 
or Medicare payments, a health plan would 
have to operate according to a set of rules in
tended to create a fair and socially desirable 
competition based on qua.lity a.ind cost effec
tiveness. (The actual rules that I have pro
posed in my report to Secretary Callfano are 
somewhat more complex; the essentials are 
reported here.) 

Open enrollment 
Each plan must participate in a periodic 

government-run open enrollment in which 
it must accept all enrollees who choose it, 
without regard to age, sex, race, religion, na
tional origin or, with possible minor excep
tions prior health conditions. Each Sept.em
ber, for example, every family would receive 
an Informative booklet published by the ad
ministrative agency. The book would give an 
understandable presentation of the costs, 
benefits and limitations of each qualified 
health plan in the area.• During October, 
each head of household would make an elec
tion for the coming year, through his em
ployer, welfare omce or local omce of the ad
ministrative agency. This step would greatly 
enhance competition by giving each person 
a choice from among competing plans, and 
it would assure that every person could en
roll in a qualified plan. 

The enrollment process should be run by a 
government agency for several reasons. First 
of all, an impartial regulatory agency 1s 

• The best example of such a booklet that 
I have seen is the one published by the State 
of California, Public Employees• Retirement 
System, Health Benefits Division, P.O. Box 
1953, Sacramento, CA 95809. 

the need for each health plan to have its own 
salesmen, reducing cost a.nd possibly prevent
ing the marketing a.buses associated with the 
Southern California prepaid-health-plan 
scandals. 

Community rating 
A qualified plan must charge the same 

premium to a.II persons in the same actuarial 
category enrolled for the same benefits in 
the same area, to preclude prohibitive rates 
for poor risks and to spread health-care costs 
over the whole population. (As noted earlier, 
each plan can set its own community rates.) 

Rating according to market area 
Qualified plans must set community rates 

according to market area (such as Health 
Service Areas or groups of contiguous Health 
Service Areas). This rule is to prevent anti
competitive cross-subsidies from one area 
to another, and to "internalize" the costs of 
health services by Health Service Area so that 
a decision by a Health Systems Agency to 
permit construction of a new health facmty 
will be fully reflected in the premiums pald 
by citizens in that area, thus giving the area 
a more balanced set of incentives to control 
costs. 

Low option 
Qualified plans must offer a low option 

limited to the basic benefits defined In the 
national-health-insurance law. This require
ment is to prevent plans from limiting mem
bership to the well-to-do by offering only 
plans with costly supplemental benefits. 
A limit on each person's (or family's) out-of

pocket costs 
Qualified plans must publish a clearly 

stated annual limit on Individual (or fam
ily) out-of-pocket outlays for covered bene
fits (e.g., $1,500 per year). Out-of-pocket 
outlays include deductibles, copayments and 
any df.fferences between Indemnity payments 
and the actual cost of covered services. Be
yond the llmit, the plan must pay all costs 
for covered benefits. This requirement would 
help assure that plans do not compete by 
offering inadequate bene!its that would leave 
the seriously Ill uninsured and a burden on 
the public sector. It would provide full pro
tection against catastrophic medical ex
penses and prevent medical bankruptcies. 

Qualified plans would be permitted to re
quire that their members obtain all their 
covered benefits from participating providers 
with whom they have made agreements con
cerning fees and utilization controls (except 
for out-of-area emergency treatment). In
deed, the pressure of economic competition 
would gradually force health plans to make 
such agreements. But if a plan did not have 
an agreement with a participating provider 
in a needed specialty, it would nevertheless 
have to pay the cost and "hold the consumer 
harmless" within the agreed cost-sharing 
limits. 

A program to provide meaningful, useful 
information on the features and merits of 
alternative health plans would be an e6Sen
tial part of CCHP and a major departure 
from present practice. To aid consumer 
choice, each plan would be required to pub
lish total per capita costs, including pre
miums and out-of-pocket costs. The admin
istrative agency would have authority to re
view and approve (for accuracy and balance) 
promotional materials, including presenta
tions to be included in the booklet available 
to an ellgible persons at "open season." The 
administrative agency would also have au
thority to review and approve "endorsed 
options" and contract language so that all 
options offered would either conform to a 
standard contract or be able to be described 
by a standard contract and a manageable 

Other 
In CCHP, as in a.ny system of national 

health Insurance, there would be require
ments for grievance procedures, safeguards 
for civil rights and against fraud and con
fiict of interest a.nd quality standards for 
participating providers. 

In the language of economic regulation, 
these criteria for qualified health plans are 
"performance standards," not "design 
standards." They say what a health plan 
must do to be qualified, not how it must 
organize to do it. In particular, a health plan 
would not have to be an HMO or other di
rect service plan to qualify. Even pure third
party reimbursement-Insurance plans could 
qualify, although their lack of effective cost 
controls would be likely to put them at a 
competitive disadvantage. 

BENEFITS AND ELIGmll.ITY 

Any plan for national health Insurance 
must include definitions of covered benefits 
and eligible persons. The choices are largely 
political judgments. The principles of CCHP 
can be applied to any of a broad range of 
benefit packages and el1gib111ty criteria, in
cluding coverage of essentially every legal 
resident of the United States. The philoso
phy of CCHP suggests that, beyond the es· 
sentlals that must be specified by law, what 
is included in health benefits plans should 
be determined by the consumer desires ex
pressed In the marketplace, rather than by 
provider Interests. 

FEDERAL-STATE ROLES IN FINANCING AND 
ADMINISTRATION 

CCHP ls compatible with many possible 
ways of splitting federal and state financing 
responsibilities. The choice must be consid
ered in the context of federal-state burden 
sharing in general (of which acute-medical
care financing Is only one piece), and it 
must rest largely on political judgments. 
Because states are potentially important fac
tors in health-fac111ties planning and cost 
controls, the federal goverriment should not 
pay more on behalf o! states that have 
higher real per capita health-care costs in 
such a way as to weaken their incentive to 
control costs. 

CCHP could be administered entirely by 
the federal government or Jointly by the 
federal government and the states under 
federal standards. 
SPECIAL CATEGORIES: DOD (CHAMPUS), VETER

ANS, INDIANS, MIGRANTS, UNDERWORLD, ILLE
GAL ALIENS, INCOMPETENTS, NON-ENROLLERS 

Special measures can be designed for the 
special problems of each of these categories 
within the context of CCHP. CCHP will not, 
by itself, solve the special problems of each 
of these groups, but it does provide a frame
work that helps. Special programs are re
quired for special problems. Under any of 
the proposals for national health insurance 
being considered, there would need to be a 
residual system of public providers o! last 
resort. 

TRANSITION 

The enactment of CCHP would cause no 
sudden wrenching upheaval in medical-care 
delivery or financing. There would be a tran
sition period, of perhaps two years, during 
which health plans intending to qualify 
would prepare for the first open enrollment. 
To many plans, this would be a fam111ar pro
cedure because they already participate in 
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the FEHBP or other multiple-choice systems. 
Some insurance companies would seek to ob
tain signed participation agreements with 
physicians covering fees and assignment 
similar to those already used by Blue Shield. 
Some would seek to sign up physicians to 
participate in capitation-payment arrange
ments or other cost-controlling incentive 
systems. Physician groups would doubtless 
accelerate efforts already under way to form 
independent practice associations. Various 
groups would seek to form qualified direct 
service plans such r:.s HMO's. In all proba
bil1ty, Blue Cross-Blue Shield would :>ffer a 
qualified plan in each national-health
insurance market area. 

Some physicians would sign agreements to 
participate in several plans. Some would de
cide to devote their efforts to one plan. Some 
would decide that the demand for their serv
ices was such that they would not need to 
sign any agreements, although that stance 
might become economically disadvanta
geous quite soon. In the first few years of 
CCHP, most physicians would continued to 
practice in their sa.me otnces and hospitails 
and ca.re for the sa.me patients as before. 

Gradually, however, competitive economic 
pressures would have their effect. If capita
tion or other similar Incentive payment sys
tems were effective in reducing cost while 
maintaining consumer satisfaction, health 
plans would seek to extend them to more of 
their participating physicians. Newly trained 
physicians in specialties in excess supply in a 
given area would find no health plans in
terested in signing them up, a.nd they would 
have to lClOk for work in areas where their 
services were needed. Primary-care physicians 
would assume more of the responslb111ty for 
the total costs of care of their patients, and 
specialists whose costs were judged by such 
primary-care physicians to be excessive would 
find themselves obliged to negotiate lower 
fees to retain their referrals. Independent 
practice associations would tighten utiliza
tion controls and more carefully balance the 
specialty mix of their membership to the 
needs of their enrolled populations. Prepaid
group-practic.e HMO's would continue to 
grow. In short, the competitive market would 
generate cost controls, but they would be pri
vate market controls based on individual and 
group judgments about cost versus value 
received and not public controls based on 
arbitrary numerical standards, insensitive 
to the quality or value of the services. 

PUBLIC POLICY TOWARD DELIVERY-SYSTEM 
REFORM 

CCHP would create a competitive economy 
whose rules were fair to cost-et!ectlve orga
nized systems. It would correct the biases 
against them in the tax laws, Medicare, 
Medicaid, employer-employe" financing ar
rangements and elsewhere, and it would give 
them the opportunity to reach their whole 
potential markets through the government
run open enrollment. It would allow them to 
pass on to consumers the full benefit of their 
savings in the form of reduced premiums, 
which would help them to attract new mem
bers. But CCHP would not, ln itself, create 
those systems. If such systems are to come 
into being, many local et!orts to organize 
them wm be required. Such initiatives might 
be led, as they have been in the past and are 
being today, by employers, unions, univer
sities, consumer co-operatives, foundations, 
insurance companies, physician groups, hos
pitals and local governments. If additional 
public policies to encourage such efforts 
prove to be needed, they should be the sub
ject of separate legislation. 

I would not place much confidence 1n pro
posals for speelal grants and subsidies for 
HMO's. Experience with the HMO Act shows 
that they come at an extremely high price. 
The HMO Act promised large grants and loans 
to HMO's on the basis of which many costly 

r~strictlons were justified-burdens that were 
not placed equally on their competitors. 'L'he 
list includes an annual 30-day open enroll
ment, community rating, dt.ta reporting, a 
requirement that they offer such benefits as 
menta! health, 1nfert111ty services and pre
ventive dental care for children, as well as 
complex constraints on staffing. The finan
cial help actually delivered fell far below 
the amounts originally authorized.11 This de
ficiency is typical o! Department of Health, 
Education, and Welfare pro0 rams, and is 
readily understandable in terms of the politi
cal process. Given a truly !air market test as 
proposed in CCHP, health plans demonstrat
ing the economic superiority o! many HMO's 
will pr?Sper wit:iout help. Even the invest
ment capital needed for startup will be far 
easier to raise l! people can be confident that 
the basic economic ground rules will allow an 
etncient syst..em to compete successfully. 

An antitrust strategy specifically designed 
for the peculiar economics of the health-care 
industry is needed. Ordinary antitrust theory, 
developed !or other industries, does not fit 
very well in health care. It is easy to imag
ine some noncompetitive outcomes in CCHP. 
For example, a county medical society might 
form an independent practice association and 
use it as a price-fixing arrangement, and 
keep out would-be competing physicians 
through control of hospital privileges. Or a 
market might continue to be dominated by 
multiple third-party plans, all paying the 
same providers the same fees and costs. Con
tinuing research, policy analysis and possibly 
more legislation would be needed. What is 
clear is that boycotts of qualified health 
plans, or ostracism or denial of staff privi
leges to physicians participating in them, 
would have to be outlawed. The medical pro
fession would have to agree to live by the_ 
competitive rules accepted by American busi
ness in general. 

COSTS AND THE FEDERAL BUDGET 

The costs will depend on the benefits and 
the a.mount of the tax credits and vouchers. 
Here are some illustrative examples using 
fiscal 1978 dollars. 

Assume that actuarial cost is $200 for a 
person under 19 years of age, $475 for per
sons 19 to 64 and there!ore $1,350 for a "fam
ily of four." Actuarial cost for a Medicare 
beneficiary will be $1,150. On the average, 
Medicare pays about 67 per cent of this 
a.mount. Therefore, a poor Medicare benefici
ary needing 100 per cent public support would 
need a voucher worth $385. (In addition, he 
would have the right to designate that the 
$765 o! actuarial cost for .vhlch Medicare ls 
liable be paid on his behalf to the qualified 
health plan of his choice.) 

Now, assume that the tax credits for !am-
111es that a.re not poor is set at 60 per cent 
of actuarial cost (e.g., $810 for a !amily 
of four). Let the voucher for a poor 
family with no income other than cash 
assistance (welfare) be 100 per cent of 
actuarial cost (e.g., $1,350 !or a family 
of four). Let the voucher's value be 
reduced 12 cents for each dollar of family 
income, including cash assistance, above the 
income-guarantee level (e.g., above $4,200 for 
a family of four), until it reaches the $810 
available to the nonpoor at a family income 
of $8,700. The total cost to the federal budg
et for these tax credits and vouchers, in
cluding the supplemental vouchers for poor 
Medicare beneficiaries, would be $46.2 bil
lion.•• (This figure does not include the 
costs of the Medicare program, which are as-

••The estimates of the costs of the tax 
credits and vouchers were prepared by Mark 
Worthington, Otnce o! Income Security Pol
icy, Office of the Assistant Secretary for 
Planning and Evaluation, Department of 
Health, Education, and Welfare, whose valu
able assistance is gratefully acknowledged. 

Footnotes at end of article. 

sumed to continue unchanged in the short 
run.) Offset against the tax credits and 
vouchers would be the extra revenues gained 
from the propcsed changes in the tax laws 
(eliminating the so-called :.Lederal income 
and Social Security "tax expenditures") 
worth $10.1 billion, federal Medicaid of $11.8 
billion and other programs of $1.9 billion 
that would be replaced by the tax credits 
and vouchers, for a total of $23.8 billion. 
(The states would be relieved of Medicaid 
acute-care costs but would pay for all costs 
of long-term care; this revision would main
tain approximately the present federal-state 
division of costs.) Thus, the net additional 
cost to the federal budget for the full CCHP 
proposal would be a.bout $22.4 billion. Ini
tially, total national health-care spending 
would be unchanged, but the federal con
tribution would be increased. 

Alternatively, as the low-ccst start of a 
program to phase in CCHP, let the tax credit 
for the nonpoor be set at 30 per cent of ac
tuarial cost (i.e., $405 !or a family of four). 
Let the voucher for the poor be 100 per cent 
of actuarial cost !or e family at the income
guarantee level. Let the voucher's value be 
reduced 20 cents !or each dollar of family 
income (including ca.sh assistance) above 
that, until it reached the $405 available to 
the nonpoor at a family income of $8,925. 
The total cost to the federal budget for these 
tax credits and vouchers would be $26.9 bil
lion. The net cost to the federal budget, af
ter subtraction of the abo~e-mentioned ot!
sets, would be $3.1 billion. 

From a fiscal point o! view, CCHP would 
make the government's contribution to per
sonal health services a "controllable" ex
penditure that could be set at a level in bal
ance with other priorities, instead o! today's 
open-ended commitments through the third
party intermediary system. Moreover, in 
CCHP, those who wanted more health serv
ices would have the option o! using their 
own net after-tax income to buy them, which 
would result in less pressure on the Congress 
than there would be if all the cosU: were 
pa.id by the federal government. 

Most important, by establishing strong in
centives !or cost effectiveness, CCHP prom
ises in the long run to reduce total national 
health-ca.re costs below what they otherwise 
would be. 

WHY OCHP? SOME ISSUES 

Will the desired reorganization of health 
services take place fast enough? 

Reorganization of heath services wm take 
a long time, a decade or more before hall 
the population is served by some kind of 
organized system with incentives for econ
omy, even under the most favorable condi
tions. This is a very long time by political 
standards. Doctors and patients are under
standably wary of new organizational 
schemes. They will want to see how each 
innovation works before they can be confi
dent that it ls a change !or the better. The 
health-services industry is based on many 
Institutions with long traditions and deep 
roots in their communities. Many people 
will change their health plans and providers 
only reluctantly and slowly. There are no 
easy routes to health-services reorganization. 
It will take time and a great deal of et!ort 
by many people in many localities. 

Direct regulatory approaches to reorganiz
ing health services promise fast results-
but all the evidence shows that the promises 
are false. Health security and universal 
third-party insurance would freeze the 
system in its present patterns. A judgment 
in favor of the CCHP approach must be 
based, in part, on a realistic appraisal of 
the alternatives. 

The main reason for optimism about the 
prosoects for a reorganization, given a. fair 
market test among competing alternatives, 
ls that the economic advantage of orga.-
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nlzed systems can be large. A recent review 
of the many comparison studies over the 
past 25 years concluded, "The evidence 
indicates that the total .::osts (premium and 
out-<>f-pocket) for HMO enrollees are 10-40 
percent lower than for comparable people 
with health insurance." ao A Social Security 
Administration comparison of Medicare re
imbursements for beneficiaries served by six 
group-practice prepayment plans and a 
matched sample served by fee for service in 
1970 found that the former cost 73 percent 
of the latter.a :11 The point is not that all 
HMO's cost a lot less; 1n any industry there 
will be more and less eft'lcient producers. The 
point is that a substantial number of HMO's 
have shown that the savings can be large. 
Moreover, these HMO's have achieved large 
savings even in the absence of real com
petition from similar organizations. 

The creation of organized systems of care 
would not have to take the many years of 
institution and fac111ties building character
istic of the leading prepaid group-practice 
plans. If there were a ~ket, simpler or
ganizations, based on existing institutions, 
facllities and practice styles, might be de
veloped fairly quickly on the individual
practice-association model, the heath-care 
alliance, or other broadened definition of 
HMO. In an individual practice association, 
the physicians agree to provide comprehen
sive benefits, largely for a fixed prospective 
periodic payment, under the following ar
rangements.12 Flrst of all, they agree among 
themselves on a fee schedule. When they 
render a service to a member of the plan, 
they blll the plan, not the member. Secondlv, 
they accept peer review of the appropriate
ness of services. Thirdly, they agree to accept 
a pro rata reduction in fees if the money 
runs low. Fourth, the association pays hos
pital costs or teams up with an insurance 
company that offers a hospital-insurance 
policy. The premium for that pollcy reflects 
the hospitalization experience of the mem
bers of that plan, which ls, of course, con
trolled by the doctors in the individual prac
tice association. So If the total premium 
for physician and hospital services is de
termined by the market, the less the hospi
talization, the lower the insurance premium, 
and the more left over for the doctors. 

Individual practice associations, like other 
· HMOs, have not grown rapidly in the past for 
· reasons explained below. Moreover, there is 
evidence that they have been less effective 
than prepaid group practices at control of 
hospital utllization. I believe the reason has 
been a lack of competitive necessity. If they 
had to develop· good utllization controls to 
survive. I believe they would do so. 

Individual practice associations lilte this 
could be operative within a fairly short time. 
They could start with physicians already es
tablished in fee-for-service solo practice, With 
existing doctor-patient relations, existing fa
c111ties and without the need for large ini
tial investments. I believe that, to survive 
in the long run, they would have to 
atrengthen internal controls and carefully 
balance specialty mix. But these changes 
could come gradually. 

Slmllar arrangements can be created by 
physicians and insurance companies. Ell
wood and McClure call them "health-care 
alliances." a looser concept than HMC.27 In 
one variation on the theme, an insurance 
company makes capitation payments to fam
ily physicians for providing primary care and 
for managing total medical-care costs of the 
enrolled beneficiaries. The range of such in
teresting possib111ties ts large; we have 
hardly begun to see what could be done with 
cost-control incentives tn an appropriately 
restructured private market. 

In CCHP, physicians would be under eco
nomic pressure to form or sign up with qual
ified health plans, where the consumers wm 

Footnotes at end of article. 

be. This pressure wm be intenstfied by the 
coming doctor surplus. In 1959, there were 
about 1.49 physicians per 1000 population 
in the United States. By 1973, the ratio had 
reached 1.73. And by 1990, it has been pro
jected to reach 2.37.a:? (The specific ratio de
pends on definitions and assumptions, but 
by any definition, the relative increase will 
be large.) The fact that prepaid group-prac
tice plans care for their members with about 
one physician per 1000 (of course refiecting 
in part, a membership that is younger, 
healthier and busier than the population at 
large) gives some indication that in a world 
of eft'lcient organized systems, there will be 
more doctors than needed. Therefore, given 
the economic framework created by CCHP, 
the process of forming organized systems is 
likely to be accelerated by physicians who 
are seeking a place to practice. Thus, I do 
not believe that one should estimate future 
membership in organized systems with some 
incentives for economy by applying a plausi
ble growth rate to today's HMO membership 
of roughly six million. Rather, there ts reason 
to expect that many new organizations 
would be formed quickly. 
I/ HMO's are superior, wh11 haven't they 

grown /aster? 
The main answers are, first, the monopo

Ustic practices of some physicians described 
earlier, and second, the strong and perva
sive anti-HMO bias in the policies of the 
federal government, and the consequent lack 
of incentives for consumers and providers to 
join HMO's under extattng financial arrange
ments. The tax laws, the Medicare law, the 
planning laws, and the HMO Act all have im
portant anti-HMO blases.u.111 And the anti
HMO bias in state laws ta notorious. Most 
people do not have a choice between an 
HMO and a third-party, fee-for-service plan, 
or 1f they do, the tax laws, Medicare and em
ployer financing arrangements do not let 
them keep the aavings. HMO's have done 
VeIY well tn competitive multiple-choice 
situations. For example, Kaiser-Permanente 
of Northern California serves 37 per cent of 
the federal employees, 43 per cent of the 
state of Callfornla employees, and 37 per 
cent of the University of Callfornia employ
ees in Its service area. And, despite the ob
stacles, the growth rate of HMO•s In areas 
where they are established ls impressive. 
From 1960 to 1976, Kaiser's California mem
bership increased from 720,000 to 2,617,000, 
a compound annual growth rate of 8.4 per
cent, despite the fact that in many years, 
they had to limit new enrollment because of 
the time and cost required to plan, build 
and staff' new factlltles. 

The "consumer-choice" ume 
Proposals to rely on consumer choice to 

guide the health-services system are invari
ably subjected to the attack that consumers 
are incapable of making intelltgent choices 
in health-care matters. SO lt seems worth
whlle to make clear exactly what ts being as
sumed. Admittedly, the element of ignorance 
and uncertainty in health care ls very le.rge; 
that ls true for physicie.ns and civil serv
ants as well as ordinary consumers. CCHP 
does not assume that the ordine.ry consumer 
is a good Judge of what b in his own best 
interest. Consumers may be Ignorant, biased 
and vulnerable to deception. CCHP merely 
assumes that, when lt comes to choosing a 
health plan, the ordinary consumer ls the 
best Judge of it. The theory of optimum al
location of resources through decentramzed 
markets does not assume that every con
sumer ls perfectly informed and economically 
rational. Markets can be policed by a mi
nort ty ot well informed rational consumers. 
And we are seeking merely a good and work-
able - solution, not a theoretical optimum. 
CCHP provides consumers with substan
tially better information than they get now 
e.nd much atronger incentives to use lt. U 

there were a demand for lt, much could be 
done to organize better consumer informa
tion. In any case, the key factor is the in
centive that CCHP gives to providers-1.e., 
provider systems will get their money from 
satisfied consumers rather than from the 
government. In CCHP, above the tax credit/ 
voucher level, consumers would be working 
with their own money, not somebody else's. 

Critics of the consumer-choice position 
usually are not very explicit about whom 
they consider to be better qualified than the 
average American to choose his health plan 
for him. 

Presumably every national-health-insur
ance scheme under consideration would 
allow each consumer choice of physician 
and free choice of whether or not to accept 
recommended medical trea tment--decisions 
that could be aided by technical knowledge. 
What distinguishes CCHP from the others 
ls that lt seeks to give the consumer a choice 
from among alternative systems for organiz
ing and financing care, and to allow him to 
benefit from his economizing choices. The 
issue. then, ls whether consumers can be 
trusted to choose wisely when It comes to 
picking health plans--some of which cost 
le~ than others. 

Part of the "consumer-choice" tsaue la re
sistance to the Idea of letting the poor, be
cause of their poverty, choose a less costly 
health plan that might not meet their 
medical needs. There ts appearance of s 
confilct here with the principle of CCHP that 
people must be allowed to benefit from their 
economizing choices. (There ts, of course, the 
issue of how much the poor should be forced 
to accept their share of society's asstatance 
in the form of costly medical technology of 
doubtful value, as opposed to leaving them 
free to spend the resources on other thing• 
like food anct housing known to be good for 
health.) The problem can be resolved in 
CCHP by setting the premium vouchers 
(usable only for health care) at a high 
enough level to assure access to a plan with 
adequate benefits-always letting plans that 
do a better Job attract members by offering 
less cost sharing or more bene1lts. 

Equity usu.es 
CCHP uses the most effective way to re

distribute purchasing power for medical 
care--1.e., directly. It takes money from 
the well-to-do and pays lt to lower-Income 
peoplP. in the form of tax credits and 
vouchers. By this method, the amount of re
distribution ts clearly visible, and one can 
be sure the money reaches Its Intended 
target. CCHP can thus be used to bring 
about whatever income redistribution for 
medical purchases the political process wlll 
support. By contrast, third-party insurance 
systems are an exceedingly ineffective way to 
redistribute income. Medicare pays more on 
behalf of rich than poor.• In a bureaucratic 
system, individuals and organtzed groups 
who are forceful and sk1llful at getting their 
way come out ahead. 

Will CCHP perpetuate a two-class system 
of care for rich and poor? The question 
should be judged realistically In terms of 
where we are today, tn which direction 
CCHP would move us, and where we are 
likely to go as a society. CCHP focuses on 
raising the quallty of care available to the 
poor by assuring that they have the money 
(through vouchers) and the access (through 
the government-run open enrollment) to the 
health plans serving the middle-class. 
Competition is likely to keep the cost of 
many of these plans in reach for many low
tncome people. Moreover, unlike the present 
tax law, under CCHP, the well-to-do would 
have to pay the extra cost of more expen
sive health plans out of net after-tax in
come. Thus CCHP would be a large step 
toward equalization of health-care purchas
ing power, without enforcing absolute equal
ity. I belleve it would be foolish to reject lt 
on the grounds that lt does not reach a hypo-
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thetical egalitarian ideal that has never been 
attained in any society and is surely not sup
ported by the American people today. 

Is a multiple-choice system feasible? 
The feasibllity of a competitive model for 

national health insurance has been demon
strated by the Federal Employees Health 
Benefits Program (FEHBP) and numerous 
other choice-of-plan systems. The FEHBP 
was authorized in 1959. It now provides 
health benefits for 10.5 mill1on people. The 
government pays essentially 60 percent of the 
average premium of the six largest partic
ipating plans, or, in 1978, $58.72 per month 
for a family. The employee pays the rest. 
There are now 79 participating plans, includ
ing the government-wide indemnity-benefit 
plan offered through the Aetna Life and 
Casualty Company, government-wide Blue 
Cross-Blue Shield service benefit plan, nu
merous employee organization plans (e.g., 
letter carriers), and comprehensive medical 
plans (e.g., HMO's). The administrative ex
pense ls very low. A 1964 report of the 
FEHBP noted: 

"The program finally authorized by Con
gress permits a wide range of choice of plans 
by all employees and was, in effect, a negoti
ated compromise among many divergent and 
highly organized interests. It was the only 
approach which at any time during the leg
islative process gained acceptance by all of 
the principals: the American Medical As
sociation, Blue Cross-Blue Shield, insuratD.ce 
companies, employee unions, group and in
dividual practice prepayment plans, and the 
Federal Government as the employer. Al
though there can be no doubt that the 
"single plan" approach would have been 
most desirable from the standpoint of ad
ministrative simplicity, now that we have 
learned to live with the administrative 
problems which stem from multiple choice, 
it becomes equally clear that the wide choice 
of plans has produced a progl'am which is 
more effective in meeting the needs of 
Federal employees and their dependents .... 
It was anticipated by many that serious 
administrative problems would develop that 
would require continual legislation of a 
perfecting and remedial nature. This has 
not been the case." se 

The California State Publlc Employees' 
System has been in operation for almost as 
long as the FEHBP. It provides benefits for 
about 425,000 people. It has proved so suc
cessful that non-state public employee 
groups a.re now joining it. And it has helped 
the growth of HMO's in California. 

Underserved rural areas 
CCHP would not "solve" the problem of 

underserved areas, but it should help. It 
would provide assured medical purchasing 
power to people in rural areas, many of whom 
have low incomes, and by ending the open
ended tax subsidy in the well served areas, 
lt would put some financial pressure on 
physician location decisions. The best way 
to provide good care tn rural areas ts through 
organized systems that can provide outreach 
(e.g., through physician extenders) and that 
can provide financial and professional sup
port to physicians working in such areas. 
For example, Kaiser-Permanente operates 
remote outposts in Hawaii, including a 
single-physician clinic on the northern shore 
of Oahu. Though far from the main medical 
center, this doctor can easily consult with 
his specialist partners by telephone, and can 
refer patients 1f necessary. 

The "HMO underservtce" issue 
Some allege that HMO's achieve financial 

success by underservlng thelr members. The 
established HMO's like Kaiser-Permanente 
and Group Health of Puget Sound have for 
many years served such educated middle
class groups as federal and state employees, 
university faculties and other teachers. If 
there were a substantial amount of under
aervlce, one would think that the word would 

get around and that these people would 
switch at the next open season. I have been 
unable to find any documented case of a 
pattern of underservlce among such HMO's. 
On the contrary, the main selllng point of 
such organizations ts usually improved ac
cesstb111 ty. A recent study comparing pat
terns of use of ambulatory-care services in 
five health-care delivery systems in Wash
ington, D.C., found that "taking patient 
factors into account ... preventive use is 
lowest in the OPD/ERs (out-patient depart
ment/emergency rooms) and highest in the 
prepaid group (Group Health Association). 
Rates of initiating care are also highest in 
the prepaid group. Medication ls most likely 
in the OPD/ERs, whlle volume of follow-up 
care ls greatest in fee-for-service groups and 
moderately high in the prepaid group. 
Services are more equitable delivered with
in the prepaid group than within the 
fee-for-service systems, in relation to in
come, education, and medical need." :rr The 
allegations of underservlce arose for the 
Medicaid prepaid health plans, mainly in 
Southern California. There, a state govern
ment was trying to cut costs in a hurry, and 
accepted unrealistically low bids for Medi
caid contracts and enrollment practices that 
interferred with free choice. The underserv
ice problem arose from the state govern
ment's politically motivated purchasing 
pollcies, not from the nature of HMO's. If 
we assure that every family bas the pur
chasing power to buy membership in a good 
plan, and a free choice among competing 
plans, organizations that make a practice of 
underservlng members wlll not last long. 

This statement is not to imply that the 
financial incentives in the existing HMO's 
are perfect or that their performance is with
out shortcomings. We simply do not know 
what are the "right" financial incentives; 
there ls no logical or empirical basis for 
such a determination. CCHP proposes to find 
out what are good incentives through ex
perience in a competitive market. And good 
incentives do not guarantee good perform
ance. Medical care is full of judgment and 
uncertainty; mistakes are made in any set
ting, including HMO's. HMO's may have re
placed financial barriers with institutional 
barriers to care. The most effective pressure 
to perform to satisfy consumers is competi
tion. 

CONCLUSIONS 

CCHP's design principles were equity, 
practicality and rational economics. But it 
was developed with an appreciation of the 
broad political reallties. Although it may 
not be a first choice for any group, Uke the 
FEHBP, it might well be an acceptable "sec
ond best" for many. CCHP offers the med
ical profession the surest basis for maintain
ing its autonomy. Without an effective sys
tem of economic competition to control and 
legitimize costs, a system of direct govern
ment economic controls ls inevitable. Such 
controls would inevitably be based on arbi
trary numerical standards applied across the 
board without respect for individual prefer
ences or quality. They would involve in
creasing paper work of a frustrating and un
productive kind. The Medicare regulations 
give a taste of what is in store down that 
road. The politicizing of the negotiating 
process over physician tees would inevitably 
be damaging and unpalatable. By contrast 
in an effective system of economic competi
tion, such as that proposed in CCHP, med
ical-care costs could be controlled by the 
judgment of physicians. Individual pref-
erences would be respected. For this system 
to work, physicians would have to accept 
responsiblllty for managing the total health
care costs of their enrolled population 
groups. Acceptance of such a role would en
hance the social contribution and recogni
tion of the profession. 

In addition to ottering the best prospect 
for bringing costs under control, CCHP of-

fers substantial attractions to various im
portant groups in society. This characteristic 
should give it broad political appeal. For the 
poor, it offers continuity of subsidized 
health-plan coverage that ls independent of 
job or Medicaid eligib11ity, access to health 
plans that serve the middle cla.ss and an in
creased supply of doctors resulting from the 
"capping" Of demand in well served areas. 
CCHP would be especially helpful to the 
working poor. For workers, it offers an ex
panded range of choice, improved emclency 
and reduced cost through competition and 
assured continuity of coverage in the face of 
job changes or unemployment. Medicare 
benefl.clartes would be able to obtain protec
tion against catastrophic expense and re
duced or eliminated cost sharing by joining 
an etncient health plan. For the well-to-do, 
CCHP offers a finite "controllable" govern
ment commitment to personal health-care 
services versus today's open-ended commit
ment, less of a tax increase than for some of 
the main alternatives, less of a tax burden 
in the long run than would be entalled by 
the status quo, and a private-sector solution 
with a limited government role. For hospital 
administrators, CCHP could mean relief 
from burdensome, frustrating government 
regulations and a chance to succeed by of
fering better services at lower cost rather 
than today's increasing emphasis on beat
ing the regu.Ia.tic<lls. OOHP offers private 
health insurers continued existence and a 
meaningful role. 
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Employer plans _______ Employers with 25 or 
more employees 
offer 3 plans from 3 
different carriers, 2 
of which are qual
ified health plans, if 
available. Emfiloyers 

(Tax provisions only) 
Employers must 
cover employees 
through a public or 
private plan. 

Employers must pro
vide catastrophic 
coverage to full
time workers 30 
days. Extend to 
spouse and depend
ent children to age 
26. 

Employl!r must pro
vide catastrophic 
coverage to full
time employees/30 
day~. Plans must 
meet changes re: 
divorce, death, new 
dependents. 60 day/ 
$5,000 deductil;les 
and coverage of 
medicare pro1ram 
services. 

Employers must offer 
private or HMO 
plans with certified 
benefit package. 
Rebates to employ
ers and employees 
for choosine cost
effective HMO's. 

Employers offer private 
plan or "Health
Ca1!" with its $2,500 
deductible (except
in2 maternal and 
child health) and 
coveraee of children 
to age 26 and dis
abled (plior to age 
22 disability req.) 
Death, divorce, etc., 
contingencies 
required. 

Employers with 200-
plus workers must 
offer 3 plans from 3 
different carriers, at 
least onl' with 2:> 
p!rcent hospital co
payment to 20 per
cent of family 
income. Employee 
receives rebate from 
employer for co
payment choice. 
Medicare benefits 
plus preventive 
package. Firms must 
off Pr catasrophlc 
coverage with 20 
percent of family in
come deductible with 
6 month:. grace 
period. 

~~~deft~;~ ~~~~;i'bu-
tions to each plan. 
Standard benefit 

g~c~~~s A8:t 8g~ed 
payments ne1otiable. 

Premium payment _____ Shared premium costs 
not mandated. 

Tax credits •• --------- Tax exemption for 
employees contin-

gfan~s0~t~~~~~J 3 

Cenefits package 

:i~~s~Qf :~ ~~::r~~~: 
tribution limited to 
median HMO rate. 

Hardship clause. ______ No subsidy for addi· 
tional expenses. 

Approved plans in
clude s. 350 hos
pital and medical 
deductibles (60 days 
and $2,000) and 
cover medicare 
program services. 

Employer responsible Employer responsible 
for premium costs for premium costs 
of private plans. 

50 percent tax credit Straight tax decuctions 
against mandatory for premiums. 
1 percent cata- Employers with pay-
strophic health rolls at less tha!l 
insurance payroll $250,000 opt for 50 
tax; replaces pres- percent tax credit 
ent business of premium costs 
expense deduction rather than deduc-
tied to 90 day grace tion as business 
period for expense. 

Employer responsible 
for 75 percent 
premium. 

Straight tax deduction 
for premiums; claim 
allowed for self-

g::l~1~~~~i ~=e~:~n 
catastrophic 
covera1e. 

unemployed. 
-------------------------------------------- Tax credit allowed to 

50 percent of total 
amount over 2 per
cent increase in 
payroll costs In 1st 
year on diminishing 
need scale in 

Penaltin _____________ Noncompliance means No penalties. 
benefits are taxable 

Employers failing to 
provide catastrophic 
are liable to tax of 
150 percent of 
estimated/remiums 
they woul have 
paid. 

subsequent years. 
Employers failing to 

~;~(i~~.~at~~\~rhic income to employee. 

UnemploymenL. ______ Grace period of 90 
days, with first 30 
paid by employer, 
next 6 months paid 
by employee at no 
more than 100 per
cent group rate. 
Subsequent conver
sion to individual 
plan allowed at end 
of 6 months. 

Medicare _____________ Qualified health plans 
and insurance com
panies to be paid 95 
percent of average 
per capita Medicare 
costs in an area to 
enroll beneficiaries. 
Savings returned to 
beneficiaries in form 
of addifonal 
benefits. 

CXXV--1149-Part 14 

Covered under public 
plan (federally 
administered). 

Covera11e for 6 months 
atter termination of 
employment (must 
be employed 30 
days). 

Expanded institutional Same as S. 350. 
and medical benefits 
tor those meeting 
the catastrophic 
illness test. 

penalty. Employee 
guaranteed right of 
legal action. 

Grace period of 90 
days. Permits con
version to individual 
policies prior to 
termination of group 
coverage. Coverage 
extends for three 
months following 
separation from 
employment. 

Catastrophic provi
sions, expanded 
hospital and medical 
benefits. 

65 to 75 percent em
ployer payment 
negotiated. 

Employer tax credit 
for premium costs. 

Application to Na
tional Board for 
financial relief for 
excessive economic 
impact of marketed 
premiums. 

Violations handled 
through State and 
federal boards via 
negotiations, 
hearings, etc. 

Automatic coverage 
through health 
insurance card. 

Employer pays 75 per
cent, equal amount 
to each plan. 

---------------------- Tax deduction for 
employer tied to 
offering three plans 
and preventive 
package (immuniza
tions, check-ups, 
etc.) 

5 fi~f :~~ o:o~f!~~ll 
employer with 

~~~s~~~ ~~~~~~ 
purchase private 
coverage. 

Employers can be 
subject to non
compliance fine. 

Continuity of coverage 
of 90 days. Indi
viduals can buy 
coverage at national 
community rates, 
with Federal subsi
dies available to 
cover 25 percent. 

No penalties. 

States assign small 
firms, .self-emp~oy~d. 
high-risk, and indi
viduals to private 
carriers with limit to 
125 percent of group 
coverage premiums. 

Expanded hospital and Expanded benefits set 
medical benefits. on 55 percent of 

FPL 

Catastrophic and ex
panded hospital and 
preventive medical 
benefits. 
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Senator 
Durenberger 

Senator Long, 
s. 350, 351 Senator Long, S. 760 

Senators Dole, 
Danforth, and 
Domenic•, S. 748 

Senator Kennedy, 
HCAA Administration Senator Schweiker 

Financing _____________ Competitive incentives, 1 percent payroll tax. Employer pays for 
premiu:ns. 

Employer pays most 
of premium costs; 
government 
assistance. 

Medicare payroll and 
premiums; general 
revenues; employers 
pay up to 70 percent 
of premiums. 

Medicare payroll tax; 
premiums for public 
plans with Federal 
general revenues; 
private plans re· 
quire at least 75 
percent premium 
payment by 
employer. 

Shared premium costs, 
savings on competi· 
ti on. 

shared premium 
costs. 

• Mr. BOREN. Mr. President, because of 
my :firm belief that our country must 
stop its drift down the path toward more 
and more regulation of the health care 
industry which will ultimately result in a 
system of socialized medicine, I am 
pleased today to join as the principal co
sponsor with Senator DAVE DuRENBERGER 
of the Health Incentives Reform Act of 
1979. The bill provides an alternative 
method of attacking cost increases with
out more reliance upon controls. 

This bill, which I refer to as the 
"Health Care Competition Act." ad
dresses head-on the misguided incentives 
of cost-plus reimbursement which is the 
largest contributor to rising health care 
costs in this country. It introduces, 
through competition, incentives which 
will place downward pressure on these 
costs. 

The per capita cost of health care in 
this Nation has tripled in the last 10 
years, and the amount of total medical 
care expenditures in the United States 
has risen from $38.9 billion in 1965 to 
$206 billion this year. In 1979, cost for 
medical care will rise to over $900 per 
capita compared to a per capita cost of 
$198 in 1965. 

These startling statistics prove that 
something must be done to prevent fur
ther rapid increases in the future. 

The answer, however, must not be in
creased governmental regulation of the 
health care industry. This bill gives us 
a real alternative by addressing the 
causes of rising costs and curing the dis
ease of only treating the symptom 
through increased governmental regula
tion. 

There is a total lack of competition in 
today's health care system. Under to
day's system, over 75 percent of all wage 
and salary workers are covered by health 
insurance :financed by employer-paid 
premiums. Many more are covered by 
employer-related health insurance pro
grams which require some employee con
tribution. 

Under such a system, consumers have 
little or no opportunity or incentive to 
"shop" for the least costly and best 
health plan to provide for their individ
ual needs. 

Generally speaking, employers off er to 
employees only one health plan. The 
Durenberger-Boren bill would make it 
mandatory that employers of 25 employ
ees or more, in order to maintain tax
free status of medical benefits. must of
fer a choice of at least three health in
surance plans. This feature is further 
strengthened by a requirement that the 
employer contribution must be the same 
for whichever plan the employee 
chooses. If an employee chooses a plan 

below the employer's contribution, the 
employee must receive the difference in 
cash or increased medical benefits. If, on 
the other hand, the employee chooses 
a more expensive plan, the employee 
must pay the difference in cost. 

It is easy to see how this feature in
troduces competition into the health 
care system and gives the consumer an 
incentive to shop around for the best 
health care bargain. We must not only 
give consumers an incentive to make se
lective purchases, but we must also in
duce more competition among providers. 

One provider-related competitive com
ponent of our bill is to increase incen
tives for use of HMO's. Where they now 
exist, HMO's have proven to be success
ful in delivering health care in an em.
cient and etiective manner. 

The Durenberger-Boren bill will result 
in more participation in HMO's by medi
care recipients through changes in the 
medicare payments system. It also re
quires employers to include HMO health 
plans where they are available. It is an
ticipated that many new groups offering 
health care will develop, competing with 
each other to off er quality care at lower 
prices. 

Another problem the bill addresses is 
one of insufficient health care coverage. 
A significant portion of persons not now 
covered by any health care plan are de
pendents in families where on!y. the 
wage earner is covered by the plan of
fered by his or her employer. 

Our bill requires that plans offered by 
the employer include coverage of other 
family members. 

One of the most crucial problems in 
today's health care system is the deva
stating :financial impact on a family 
faced with catastrophic illness. 

While our bill encourages cost-sharing 
by the consumer, it also protects the 
consumer from catastrophic costs by 
placing a limit on the maximum amount 
of his or her out-of-pocket expenses. 

The insurance plan must provide for 
total coverage of health care costs when 
the individual or family medical ex
penses exceed $3.500 in 1 year. 

I am convinced that this alternative 
approach to the serious problem we now 
face in health care in this country is re
alistic and effective. It changes the path 
in which we are traveling from one of 
increasing governmental regulation to 
one of increased competition in our 
health care system. 

This moves us toward the shared goal 
of dealing with the devastating increases 
in health care costs which our country 
has faced over the last two decades. 

I urge my colleagues to join with me 
and Senator DuRENBERGER in supporting 
this bill.• 

By Mr. CHURCH <for himself, MT. 
BOREN, Mr. HAYAKAWA, Mr. 
ROTH, Mr. DOMENIC!, and Mr. 
ZORINSKY): 

S. 1486. A bill to exempt family farms 
and nonhazardous small businesses from 
the Occupational Safety and Health Act 
of 1970; to the Committee on Labor and 
Human Resources. 
EXEMPTING FAMILY FARMS AND NONHAZARDOUS 

SMALL BUSINESSES FROM OSHA 

• Mr. CHURCH. Mr. President, the leg
islation I have introduced today will ex
empt family farms and nonhazardous 
small businesses from the Occupational 
Safety and Health Act <OSHA). It 
amends OSHA to read: 

This Act shall not apply to any person who 
ls engaged ln a farming operation and em
ploys 10 or fewer employees. 

This Act shall not apply to any person who 
is engaged ln a non-hazardous business and 
employs 10 or fewer employees. 

The term "non-hazardous business" means 
any business included within a category hav
ing an occupational injury /lllness incidence 
rate which does not exceed 7 per 100 run
time employees as set forth ln the 1976 
Bureau of Labor Statistics survey of three
dlglt Standard Industrial Classification Code 
industries, and for each subsequent year. 

The first part of my legislation codi
fies the family farm exemption origi
nally passed by Congress in 1976 on the 
OSHA appropriations bill, and passed 
again each year thereafter. 

The second part of my legislation ex
empts small businesses whose safety and 
health records have amply demonstrated 
them to be nonhazardous. 

This legislation, Mr. President, is very 
similar to an amendment I joined in of
fering with the late Senator Dewey Bart
lett last year. It was passed by the Sen
ate by a substantial majority to a b111 
amending small business programs. 

I have long felt, Mr. President, that 
the most serious defect in the Occupa
tional Safety and Health Act was the 
attempt to regulate conditions of safety 
and health in every American business, 
regardless of the type of business, the 
size, or the presence of hazards in the 
nature of the business. 

When Congress originally passed the 
OSHA Act, insufficient consideration was 
given to the inability of any Federal 
agency to undertake a task of such mag
nitude, and do it fairly. The result is to 
be found in the maze of regulations and 
chaotic enforcement history of the act. 
Farmers and small businessmen have 
rightly been up in arms over this pot
shot assault and the cases of arbitrary 
enforcement are legion. 

Mr. President, I know of no law in
tended for so salutary a purpose which 
has caused so much distemper, dis-
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gruntlement, and dismay as OSHA. Ac
tual inspections have been spotty; en
forcement action has frequently been 
harsh. There will never begin to be 
enough inspectors to change this condi
tion, since the price would skyrocket out 
of sight. 

Congress has sought for years to rec
tify its original mistake. If we could get 
the OSHA Act back on the floor of the 
Senate, we might be able to repair it by 
confining its application to work of a 
hazardous nature, which was clearly 
what Congress had in mind at the time 
of its enactment. But so far, we cannot 
get the act out of committee. 

Years have passed. The only oppor
tunity we have had to limit the appli
cation of the law, such as excluding 
family farms, which never should have 
been under it in the first place, or at
tempting to exclude mom-and-pop 
stores, which also should never have 
been included, is the annual effort to 
restrict appropriations. 

This is an admittedly awkward and 
unsatisfactory way to proceed, but we 
succeeded on one occasion at least to 
eliminate, through an appropriations 
restriction, the money to enforce the 
act, as it related to farmers who hire 
10 or fewer employees. 

Last year, Senator Bartlett and I fi
nally succeeded in passing an amend
ment which reached the OSHA Act it
self. That amendment, like the legisla
tion I offer today, takes 10 or fewer em
ployees as its benchmark. 

I believe that it is perfectly fitting to 
consider my legislation as a small busi
ness measure. Our small businesses cer
tainly see it that way. In a recent poll, 
the National Federation of Independent 
Business, the largest small business or
ganization in the country, reported that 
its members favor a small business ex
emption from OSHA 9 to 1. The NFIB 
strongly supports my legislation, and 
joined with the Council of Small and 
Independent Business Associations 
< COSIBA) , an umbrella group for small 
business organizations, in unanimously 
endorsing it. I ask unanimous consent 
that the list of COSIBA members be 
printed at the conclusion of my remarks. 

I am introducing this legislation as a 
bill today in order to furnish Senators 
an opportunity to join in cosponsorship, 
and I urge the Senate to support it again. 

My legislation does differ in some re
spects from the proposal adoption by ihe 
Senate last year. For one thing it specifi
cally codifies the farm exemption, as 
part of organic law. But it does not differ 
on its standard for defining nonhaz
ardous businesses. 

The latest BLS rate report for the 
classification scheme in this legislation 
is drawn from the year 1976. In that 
year, scores of businesses exceeded the 
7 per 100 standard set for "nonhazard
ous." Just as commonsense would dic
tate, hazardous businesses, which would 
remain covered under OSHA even after 
~nactment of my legislation, are mainly 
m construction and manufacturing. 

Under present law, Mr. President 
whole industries, like finance, real es~ 
tate, insurance, and the wholesale and 

retail trade, are subject to .dlspections 
and recordkeeping, just as though they 
were as hazardous as construction and 
manufacturing. In my judgment, that is 
the inherent flaw in the OSHA Act which 
calls out for correction. At the moment, 
however, the best we can hope to do is 
to exempt family farms and nonhazard
ous small businesses from the scope of 
the act. 

I have chosen to utilize the 10-or-fewer 
employee criterion and the 1976 BLS 
survey for other important reasons, as 
well. Since this survey has been in the 
public domain for years, and the 1976 
survey for more than a year itself, there 
is no requirement for delay, for any in
terpretations or further regulations. 
Upon enactment of my legislation, every 
business will know whether or not it has 
been excluded from OSHA. 

In addition, by specific reference to 
the 1976 survey, and the provision for 
surveys in subsequent years, my legisla
tion offers an incentive for businesses 
whose injury /illness rate presently clas
sifies them as hazardCJus to improve their 
health and safety record. Any business 
category that improves its injury /illness 
record in future BLS surveys will be ex
empted. Almost all authorities agree that 
providing incentives to do what should 
come naturaily---operating safe and 
healthfuI workplaces-is superior to the 
present system of crime and punishment. 

American small businessmen and 
farmers have resoundingly sent their 
message to Congress, and the Senate 
should hear it. We must finally take 
OSHA off their backs. Our sights must 
be set on enacting relief into law, for 
false starts and empty promises are sim
ply no longer enough. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 
COSIBA: COUNCIL OF SMALL AND INDEPENDENT 

BusINEss ASSOCIATIONS 
1. National Federation of Independent 

Businessmen. 
2. National Small Business Association. 
3. National Business League. 
4. National Association of Small Business 

Investment Companies. 
5. Small Business Association of New 

England. 
6. Independent Business Association of 

Wisconsin. 
7. Smaller Manufacturers Council of Pitts

burgh. 
8. Syracuse Business Council of New York. 
9. Council of Smaller Enterprises o! Cleve

land.e 
• Mr. BOREN. Mr. President, family 
farms and small businesses are locked 
in a struggle for survival. The future of 
the free enterprise system !tself is rid
ing on the outcome of this struggle. 

The more people we have in the United 
States who have the experience of being 
responsible for the ultimate decisions 
in their own businesses, the stronger our 
Nation will become. The preservation 
of small business is essential to keeping 
alive a spirit of individual initiative 
and responsibility. 

The trend is alarmingly against small 
businesses. Since 1935, the concentra
tion of business has grown. Today, 2 per
cent of all U.S. corporations control 89 
percent of net profits. The heavy hand 

of Government has helped to stifle and 
kill small businesses. 

Excessive Government regulation hits 
small businesses and family farms es
pecially hard. They cannot afford to hire 
extra people to fill out forms and to pro
vide compliance with costly regulations. 
This year it is estimated that the cost of 
Government regulations will increase 30 
percent over last year and will exceed 
$100 billion. 

I am pleased today to join with Senator 
CHURCH in cosponsoring his bill to ex
empt family farms and nonhazardous 
small businesses frc:om the Occupational 
Safety and Health Act. At a time when 
the American people are demanding less 
Federal regulation and control of their 
lives, this bill is a step in the right 
direction. 

The Church bill is of special signifi
cance to the people of Oklahoma. As 
many in this distinguished body know, it 
was the late Senator Dewey F. Bartlett of 
Oklahoma who first introduced legisla
tion to exP.mpt family farms and small 
businesses from OSHA regulations. Sen
ator Bartlett was keenly aware of the 
frustrations and burdens experienced by 
our Nation's smallest businesses as a re
sult of rules and regulations issued by 
OSHA. His efforts to free small busi
ness from the grip of overregulation 
shall long be remembered by those of 
us who knew him, and I can think of no 
finer tribute to the memory of Senator 
Bartlett today than to see his work on 
this bill completed. 

I urge my colleagues to join with me in 
voting for this bill. In so doing, we will 
lift a costly, unnecessary Fed era 1 imr
den from the backs of our Nation's 
family farms and small businesses.• 

By Mr. NELSON: 
S. 1488. A bill to amend the Internal 

Revenue Code of 1954 to provide for the 
partial exclusion of interest from gross 
income; to the Committee on Finance. 

Mr. NELSON. Mr. President, Ameri
can families' savings are being eaten up 
by inflation and Government taxes. 
Given today's double digit inflation, 
Americans are penalized for saving and 
encouraged to spend. 

America is the only major industrial
ized Nation which fails to encourage sav
ings, consequently Americans currently 
save only 5.3 percent of disposable in
come. According to the National Savings 
and Loan Foundation, the British save 
13 percent of their disposable income, 
the West Germans save 15 percent, and 
the Japanese 25 percent. Each of these 
countries encourages savings through 
national tax laws. 

The Individual Savings Act of 1979 
would allow any interest earned from 
savings accounts in excess of the previ
ous years to be tax free up to a total ot 
$500. Persons filing a joint return would 
be allowed a $1,000 exclusion. 

Inflation is sapping the American 
family's ability to save for the future. 

Moreover, inadequate savings is bank
rupting our economic system by starving 
it of the dollars needed for necessary in
vestment. Without savings, there can be 
no money loaned for new home con
struction or for capital investment. 
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Without investment, productivity de
clines, inflation increases, and no new 
jobs are created. 

It has become a vicious circle. Infiation 
encourages people to buy now by pushing 
prices higher and higher. Unfair taxation 
discourages people from saving now by 
taxing the interest they receive. The con
sumer is left with no choice but to buy, 
buy, buy, leaving the economy bankrupt 
of savings dollars and fueling inflation 
even further. 

For example, with stable prices, the 
same automobile that could be purchased 
today for $5,000 could be purchased next 
year for $5,000. With 10-percent infiation 
it would cost the consumer an additional 
$500. It is cheaper to buy now and save 
the $500 in spending power. 

Alternative approaches to exempt sav
ings from taxation, while worthwhile, do 
not create the incentive for people to 
continue to increase their savings. In 
addition, they involve a much greater 
revenue loss for the Government. 

The following two tables, prepared by 
the Joint Committee on Taxation, indi
cate the cost effectiveness of the Individ
ual Savings Act. The :first table shows the 
revenue loss created by allowing a tax
payer to exclude the excess of his inter
est income over the previous year but no 
more than the amount shown in the first 
column-twice the amount for joint re
turns. This is the approach embodied in 
the Individual Savings Act. 

The second table shows the revenue 
effect of certain interest exclusions where 
there is no test for increase over the pre
vious year. 

TABLE 1.-INDIVIDUAL SAVINGS ACT OF 1979, REVENUE 
LOSS FROM THE EXCLUSION OF INCREASES IN INTEREST 
INCOME 

[In millions of dollars) 

Exclusion per individual 1-S500 

21980 1981 1982 1983 1984 

CY______________ 932 1, 025 1, 127 1, 240 1 364 
FY___ ___________ 140 1, 032 1, 132 1, 254 1: 287 

1 Joint returns receive twice this amount. 
2 Assuming a Jan. 1, 1980, effective date. 

TABLE 21.-FLAT EXCLUSION REVENUE LOSS FROM THE 
EXCLUSION OF INTEREST INCOME 

[In millions of dollars] 

Exclusion per individual '-$50 

2 1980 1981 1982 1983 1984 

cy_________ ____ 810 
FY__________ ____ 122 

891 
889 

980 1, 078 1, 186 
985 1, 090 1, 119 

1 Joint returns receive twice this amount. 
2 Assuming a Jan. 1, 1980, effective date. 

As can be seen from these tables, the 
Individual Savings Act, providing a max
imum $500 exclusion, would potentially 
provide the individual taxpayer with 10 
times the benefit of the fiat $50 exemp-
tion; would encourage individuals to in
crease their savings from year to year; 
and, would cost the Government a com
parable amount of money when com
pared with the flat $50 exclusion. That is 
10 times the benefit at a comparable cost. 

In the table below, it is easy to see tll,at 
the consumer benefits considerably from 
adopting a "buy now" philosophy during 

an infiationary period. During a period 
of stable prices, a consumer could make 
a $1,000 purchase now or a year from now 
without suffering a price increase. If 
prices are increasing at a 10 percent rate, 
the benefit to the consumer for purchas
ing is greater now than if he made the 
same purchase next year while leaving 
the money in savings. 

HOW INFLATION ENCOURAGES SPENDING 

Zero 10 per· 
infla· cent 

tion inflation 

Purchase price today _________________ _ 
Purchase price 1 yr later ______________ _ 
Incentive to buy now _________________ _ 
Cost of foregone purchasing power _____ _ 
Benefit of buying now ________________ _ 

$1, 000 $1, 000. 00 
1, 000 1, 000. 00 

0 100. 00 
-40 +43.18 
-40 +143.18 

This benefit increases substantially 
when the consumer uses his borrowing 
leverage to make a major purchase-for 
example, a $75,000 house. 
TABLE 3.-HOW INFLATION ENCOURAGES "BUYING NOW" 

HOME PUCHASING 

Purchase price now __________________ _ 
Purchase price after 1 yr_ ___ --------...-
Benefit of buyina now ________________ _ 
Cost of foregone real interest on down· payment_ ____________ _____________ _ 
Mortaage interest cost: 

1960 equals 6 percent_ ___________ _ 
1979 equals 10.25 percent _________ _ 

Zero 10 percent 
inflation inflation 

$75,000 
75, 000 

0 

-600 

-3,600 
-4,050 

$75,000 
82, 500 

7, 500 

-787 

-6, 765 
+9, 525 

With 10-percent inflation, a house 
costing $75,000 today will cost $82,500 
the next year. The benefit of buying now 
is $7,500 saved. This cost is further com
pounded when we consider that in times 
of high infiation interest rates will also 
be higher. Thus, to buy the same house 
with prices soaring at a 10-percent infla
tion rate will cost the consumer $9,525 
more. Even if we assume a 30 percent 
marginal tax rate on the interest, the 
cost of buying next year would still buy 
$8,493 more. During a period of price 
stability the consumer can def er his pur
chase and still buy a comparable house 
at a compa.rable price. 

But, inflation is not the only disin
centive to save. Higher prices and the 
current tax system. which is based on 
dollar incomes, further - discourages 
saving. 

TABLE 4.-HOW TAXES DISCOURAGE SAVINGS 

Purchasinr power ___ •• ____ -----------
Interest income in 1 yr -- ------- ----
Federal taxes (30-percent rate) ______ _ 
After-tax dollars after 1 yr __________ _ 
After-tax purchasine power after 1 yr_ 
After-tax purchasing power benefit_ •• 

After-tax breakeven interest rate (per-
cent) ________ ---- _____ ----- ______ _ 

10 per-
Zero cent 

inftation inflation 

$1, 000 $1, 000. 00 
1, 040 1, 052. 50 

12 15. 75 
28 36. 75 

l, 028 942. 50 
+28 -57. 50 

12.5 ----------

During a period of price stability the 
saver in the 30-percent tax bracket 
would pay $12 on $40 of real benefit. In 
contrast, during a period of 10-percent 
inflation, the same saver would pay $15.75 
in taxes, even though he loses real pur
chastng power. 

If prices are increasing at a 10-percent 

rate, while saving rates remain constant, 
the real benefit is to buy now rather 
than save. To save now and foresake 
consumer spending would result in a loss 
of purchasing power while, at the same 
time, prices are increasing at a 10-per
cent rate. 

This "buy now" philosophy and the re
sulting reduction in savings only tend to 
worsen our current infiation problem. 
The consumer is finding himself in a 
vicious circle. This ''buy now" attitude to 
avoid higher prices in the future, only 
pushes prices up. Borrowers bid up in
terest rates as the supply of savings de
clines. "Buy now" means greater demand 
for the same amount of goods. All these 
pressures translate into higher consumer 
prices. 

The infiation and tax disincentives to 
save clearly show up in our declining 
savings rate. 

The rate of saving as a percent of dis
posable income has dropped from 7. 7 per
cent in 1975 to 4.8 percent in the fourth 
quarter of 1978, according to the U.S. 
Department of Commerce. At the same 
time, consumer prices have risen at a 
10.8-percent annual rate. 

This alarming decline in savings means 
reduced capital investment, lower pro
ductivity and higher interest rates. In 
order to increase savings during a period 
of higher prices, some action must be 
taken to offset the disincentives to saving 
that accompany rampant inflation. If 
current savings and buying trends are to 
be reversed, substantial savings incen
tives must be created. 

The tax relief measure I am introduc
ing today provides such incentives and 
would substantially benefit all savers, 
while helping to spur economic growth. 
By increasing the fiow of dollars to sav
ings accounts it would relieve pressure 
on the high interest rates which are pre
venting young Americans from purchas
ing a house. In addition, by making sav
ings more attractive, it would help shift 
dollars spent on consumption to dollars 
put in savings accounts, thus helping to 
relieve demand inflation. 

Every portion of society would benefit 
from the bill. It would help stabilize con
sumer prices. It would help stabilize 
housing prices by stimulating more home 
building. It would help provide increased 
dollars for needed capital investments 
and help spur productivity growth. And, 
it would help protect the savings of our 
elderly and retired who now see those 
savings dwindled by the ravages of in
fiation. 

By Mr. CHURCH (for himself, Mr. 
GARN, Mr. HATCH, Mr. SIMPSON, 
Mr. WALLOP, and Mr. MCCLURE): 

S. 1489. A bill to consent to the 
amended Bear River Compact between 
the States of Utah, Wyoming, and Idaho; 
to the Committee on the Judiciary. 

UPDATING THE BEAR RIVER COMPACT 

•Mr. CHURCH. Mr. President, I am 
pleased to introduce legislation giving 
congressional consent to amendments to 
the Bear River Compact that have been 
agreed to by the States of Idaho, Utah, 
and Wyoming. Senators GARN and 
HATCH of Utah, Senators WALLOP and 
SIMPSON of Wyoming, and Senator 
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McCLURE of Idaho JOm me in asking 
that the Senate give its early consent to 
this amended compact. 

Water in the West is crucial. With 
careful management and foresight, this 
limited resource can continue to fulfill 
its vital role in Western life. The future 
of our Western farms, factories, wildlife, 
recreation, and energy production are in
extricably dependent upon water. The 
demands placed on our streams and lakes 
are multiple and can lead to a complex 
array of difficult issues. 

The original Bear River Compact, con
sented to in 1958, sought to resolve diffi
cult issues of water use, development, 
and apPortionment among the contract
ing States of Idaho, Wyoming, and Utah. 
The Bear River drainage area is a unique 
mix of mountains and farms, forests and 
homes. While the original compact has 
been useful and productive to the area, 
changes in water use patterns and evolv
ing future demands pointed to the need 
to review and amend the compact. Be
cause of the key role water plays in the 
area, detailed discussions were required 
to arrive at equitable solutions. It is 
commendable that local citizens and 
State representatives were able to re
solve these difficulties and produce an 
amended compact which has been ap
proved by the legislatures of the three 
States. 

Mr. President, I ask unanimous con
sent that the text of the bill consenting 
to the amended Bear River Compact be 
printed at this point in the RECORD. 

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

s. 1489 
Be it enacted by the Senate and Ho'U3e 

of Representatives of the United States of 
America in Congress assembled, That the 
consent or Congress is given to the amended 
Bear River Compact between the States of 
Idaho, Utah, an.d Wyoming. Such compact 
reads as follows: 

"AMENDED BEAR RIVER COMPACT 

"The State of Idaho, the State of Utah 
and the State of Wyoming, acting through 
their respective Commissioners after nego
tiations participated in by a representative 
of the United States o! America. appointed 
by the President, have i.greed to an Amended 
Bear River Compact as follows: 

"ARTICLE I 
"A. The major purposes of this Compact 

a.re to remove the causes of present and fu
ture controversy over the distribution and 
use of th& waters of the Bear River; to pro
vide for etllclent use of water for multiple 
purposes; to permit additional developmen:t 
or the water resources of Bear River; to pro
mote Interstate comity; and to accomplish 
an equitable apportionment of the waters 
of the Bear River among the compacting 
States. 

"B. The physical and all other conditions 
peculiar to the Bear River constitute the 
basis for this Compact. No general principle 
or precedent with respect to any other in
terstate stream ts intended to be established. 

"ARTICLE II 
"As used In this Compact the term 
"1. 'Bear River' means the Bear River and 

its tributaries from its source in the Uinta 
Mountains to its mouth in Great Salt Lake; 

"2. 'Bear Lake' means Bear Lake and Mud 
Lake; 

"3. 'Upper Division' means the portion of 
Bear River !rom its source in the tTinta 

Mountains to and including Pixley Dam, a 
division dam in the Southeast Quart~r of 
Section 25, Township 23 North, Range 120 
West, Sixth Principal Meridian, Wyoming; 

"4. 'Central Division' means the portion of 
Bear River from Pixley Dam to and including 
Stewart Dam, a diversion dam in Section 34, 
Township 13 South, Range 44 Eist, Boise 
Base and Meridian. Idaho; 

"5. 'Lower Division' means the portion of 
the Bear River between Stewart Dam and 
Great Salt Lake, including Bear Lake and its 
tributary drainage; 

"'6. 'Upper Ut3.h Section Diversions' means 
the sum of all diversions in second-feet from 
the Bear River and the tributaries of the 
Bear River joining the Bear River upstream 
from the point where the Bear River crosses 
the Utah-Wyoming State line above Evans
ton, Wyoming; excluding the diversions by 
the Hilliard East Fork Canal, Lannon Can~l. 
Lone Mounta.in Ditch, and Hllliard West Side 
Canal; 

"7. 'Upper Wyoming Section Diversions' 
means the sum of all diversions in second
feet from the Bear River main stem from the 
point where the Bear River crosses the Utah
Wyoming State line above Evanston, Wyo
ming, to the point where the Bear River 
crosses the Wyoming-Ute.h State line east 
of Woodruff, Utah, and including the diver
sions by the Hilliard East Fork Canal, Lan
non Canal, Lone Mountain Ditch, and 
Hilliard West Side Canal. 

"8. 'Lower Utah Section Diversions' means 
the sum or all diversions in second-feet from 
the Bear River main stem from the point 
where the Bear River crosses the Wyoming-· 
Utah State line east o! Woodruff, Utah, to the 
point where the BeiJ,r River crosses the Utah
Wyomtng State line northeast o! Randolph, 
Utah; 

"9. 'Lower Wyoming Section Diversions' 
means the sum of all diversions ln second
feet from the Bear River main stem from the 
point where the Bear River crosses the Utah
Wyoming State line northeast of Randolph to 
and including the diversion at Pixley Dam; 

"10. 'Commission' means the Beir River 
Commission, organized pursuant to Article 
III of this Compact; 

"11. 'Water user' means a person, corpora
tion, or other entity having a right to divert 
water from the Bear River for beneficial use; 

"12. 'Second-foot' means a flow of one cu
bic foot of water per second of time passing a 
given point; 

"13. 'Acre-foot' means the qu~ntlty of wa
ter required to cover one acre to a depth of 
one foot, equivalent to 43,560 cubic feet; 

"14. 'Biennium' me'.l.ns the 2-year period 
commencing on October 1 of the first odd
numbered year after the effective date of this 
Compact and each 2-year period thereafter; 

"15. 'Water year' means the period begin
ning October 1 and ending September 30 of 
the following year; 

"16. 'Direct flow' means all water flowing 
in a natural watercourse except water re
leased from storage or imported from a 
source other than the Bear River watershed; 

"17. 'Border Gaging Station' means the 
stream fiow gaging station in Idaho on the 
Bear River above Thomas Fork near the 
Wyoming-Idaho boundary line in the North
east Quarter o! the Northeast Quarter of 
Section 15, Township 14 South, Range 46 
East, Boise Base and Meridian, Idaho; 

"18. 'Smiths Fork' means a Bear River 
tributary which rises in Lincoln County, 
Wyoming, and fiows in a general southwest
erly direction to its conO.uence with Bear 
River near Cokevme, Wyoming; 

"19. 'Grade Creek' means a Smiths Fork 
tributary which rises in Lincoln County, 
Wyoming, and fiows in a westerly direction 
and in its natural channel is tributary to 
Smiths Fork in Section 17, Township 25 
North, Range 118 West, Sixth Principal 
Meridian, Wyoming; 

"20. 'Pine Creek' means a Smiths Fork 

tributary which rises in Lincoln County, 
Wyoming, emerging irom its mountain can
yon in Section 3~. Township 25, North, Range 
118 West, Sixth Principal Meridian, Wyoming, 
and in its natural channel is tribu;;ary to 
Smiths Fork in Section 36, Township 25 
North, Range 119 West, Sixth Principal Me
ridian, Wyoming; 

"21. 'Bruner Creek' and 'Pine Creek 
Springs• means Smiths Fork tributaries 
which rise in Lincoln County, Wyoming, 
in Sections 31 and 32, Township 25 North, 
Range 118 West, Sixth Principal Meridian, 
and in their natural channels are tributary 
to Smiths Fork in Section 36, Township 25 
North, Range 119 West, Sixth Principal 
Meridian, Wyoming; 

"22. 'Spring Creek' means a Smiths Fork 
tributary which rises in Lincoln County, 
Wyoming, in Sections 1 and 2, Township 24, 
Range 119 West, Sixth Principal Meridian, 
Wyoming, and O.o·,i. s in a general westerly 
direction to its confiuence with Smiths Fork 
in Section 4, Township 24 North, Range 119 
West, Sixth Principal Meridian, Wyoming; 

"23. 'Sublette Creek' means the Bear River 
tributary which rises in Lincoln County, 
Wyoming, and flows in a general westerly 
direction to its confluence with Bear River 
in Section 20, Township 24 North, Range 
119 West, Sixth Principal Meridian, Wyoming; 

"24. 'Hobble Creek' means the Smiths 
Fork tributary which rises in Lincoln 
County, Wyoming, and flows in a general 
southwesterly dircetlon to its confiuence 
with Smiths Fork in Section 35, Township 
28 North, Range 118 West, Sixth Principal 
Meridian, Wyoming; 

"25. 'HUliard East Fork Canal' means that 
irrigation canal which diverts water from the 
right bank of the East Fork of Bear River 
in Summit County, Ute.h, at a point West 
1.310 feet and North 330 feet from the 
Southeast corner or Section 16, Township 2 
North, Range 10 East, Salt Lake Base and 
Meridian, Utah, and runs in a northerly di
rection crossing the Utah-Wyoming State 
line into the Southwest Quarter of Section 
21, Township 12 North, Range 119 West, 
Sixth Principal Meridian, Wyoming; 

"26. 'Lannon Canal' means that irrigation 
canal which diverts water from the right 
bank o! the Bear River in Summit County, 
Utah, East 1,480 feet from the West Quarter 
corner of Section 19, Township 3 North, 
Range 10 East, Salt Lake Base and Meridian, 
Utah, and runs in a northerly direction 
crossing the Ute.h-Wyoming State line into 
the South Half of Section 20, Township 12 
North, Range 119 West, Sixth Principal 
Meridian, Wyoming; 

"27. 'Lone Mountain Ditch' means that 
irrigation canal which diverts water from the 
right bank of the Bear River in Summit 
County, Utah, North 1,535 feet and East l,120 
feet from the West Quarter corner of Section 
19, Township 3 North, Range 10 Ea.st, Salt 
Lake Base and Meridian, Utah, .and runs in 
a northerly direction crossing the Utah
Wyoming State line into the South Half of 
Section 20, Township 12 North, Range 119 
West, Sixth Principal Meridian, Wyoming; 

"28. 'Hilliard West Side Canal' means that 
irrigation canal which diverts water from 
the right bank o! the Bear River in Summit 
County, Utah, at a point North 2,190 feet 
and East 1,450 feet from the South Quarter 
corner or Section 13, Township 3 North, 
Range 9 East, Salt Lake Base and Meridian, 
Utah, and runs in a northerly direction 
crossing the Utah-Wyoming State line into 
the South Half of Section 20, Township 12 
North, Range 119 West, Sixth Principal 
Meridian, Wyoming; 

"29. 'Francis Lee Canal' means that irrl
ga tion canal which diverts water !rom the 
left bank o! the Bear River in Uinta County, 
Wyoming, in the Northeast Quarter corner 
o! Section 30, Township 18 North, Range 120 
West, Sixth Principal Meridian, Wyoming, 
an<l runs in a westerly direction across the 
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Wyoming-Utah State line Into Section 16, 
Township 9 North, Range 8 East, Salt Lake 
Base and Meridian, Utah; 

"30. 'Chapman Canal' means that irriga
tion canal which diverts water from the left 
bank of the Bear River in Uinta County. 
Wyoming. in the Northeast Quarter of Sec
tion 36, Township 16 North, Range 121 West, 
Sixth Principal Meridian, Wyoming, and 
runs in a northerly direction crossing over 
the low divided into the Saleratus drainage 
basin near the Southeast corner of Section 
36, Township 17 North, Range 121 West, 
Sixth Principal Meridian, Wyoming, and 
then in a general westerly direction crossing 
the Wyoming-Utah State line; 

"31. 'Neponset Reservoir' means that reser
voir located principally in Sections 34 and 35, 
Township 8 North, Range 7 East, Salt Lake 
Base and Meridian, Utah, having a capacity 
of 6,900 acre-feet. 

".ARTICLE Ill 
"A. There is hereby created an Interstate 

administrative agency to be known as the 
'Bear River Commission' which is hereby con
stituted a legal entity a.nd in such name shalt 
exercise the powers hereinafter specified. The 
Commission shall be composed of nine Com
missioners, three Commissioners represent
ing each signatory State, and if a.ppolnted by 
the President, one addit.ional Commissioner 
representing the United States of America 
who shall serve as chairman, without vote. 
Each Commissioner, except the chairman, 
shall have one vote. The State commission
ers shall be selected in accordance with State 
law. Six Commissioners who shall include 
two Commissioners from each State shall 
constitute a quorum. The vote of at least 
two-thirds of the Commissioners when a 
quorum is present shall be n~essary for the 
action of the Commission. 

"B. The compensation a.nd expenses of 
ea.ch Commissioner and each adviser shall be 
paid by the government which he represents. 
Ail expenses incurred by the Commission in 
the administration of this Compact, except 
those paid by the United States of America, 
shall be paid by the signatory States on an 
equal basis. 

"C. The Commission shall have power to: 
"l. Adopt bylaws, rules, and regulations not 

inconsistent with this Compact; 
"2. Acquire, hold, convey or otherwise dis

pose of property; 
"3. Employ such persons a.nd contract for 

such services as may be necessary to carry out 
its duties under this Compact; 

"4. Sue and be sued as a legal entity in any 
court of record of a signatory State, and in 
any court of the United States having juris
diction of such action; 

"5. Co-operate with State and Federal 
agencies in matters relating to water pollu
tion of interstate significance; 

"6. Perform all functions required of it by 
this Compact and do all things necessary, 
proper or convenient In the performance of 
its duties hereunder, independently or In co
operation with others, Including State and 
Federal agencies. 

"D. The Commission shall: 
"l. Enforce this Compact and :ts order 

made hereunder by suit or other appropri
ate action; 

"2 Compile a report covering the work of 
the Commission and expenditures during 
the current biennium, and an estimate of 
expenditures for the following biennium and 
transmit it to the President of the United 
States and to the Governors of the signa
tory States on or before July 1 following 
each biennium. 

"ARn:=LE IV 
"Rirhts to direct flow water shall be 

administered in e:ich signatory State under 
State law, with the following limitations: 

"A. When there is a water emergency, as 
hereinafter defined for each division, water 

shall be diStrlbuted therein as provided 
below. 

"l. Upper Division 
"a. When the divertible flow as defined 

below for the upper division is less than 
1,250 second-feet, a water emergency shall 
be deemed to exist therein and such divert
ible flow ls allocated for diversion in the 
river sections of the Division as follows: 

"Upper Utah section DlversloilS-0.6 
percent, 

"Upper Wyoming Section Diversions-49.3 
percent, 

"Lower Utah Section Dlversions-40.5 
percent, 

"Lower Wyoming Section Diversions--9.6 
percent. 

"Such divertlble flow shall be the total of 
tho following five items: 

" ( 1) Upper Utah section Di versions in 
second-feet, 

"(2) Upper Wyoming Section Diversions 
in second-feet, 

"(3) Lower Utah Section Diversions in 
second-feet, 

" ( 4) Lower Wyoming Section Diversions 
in second-feet, 

"(5) The fiow in second-feet passing Pix
ley Dam. 

"b. The Hllllard East Fork Canal, Lannon 
Canal, Lone Mountain Ditch, and Hilliard 
west Side Canal, which divert water in Utah 
to irrigate lands in Wyoming, shall be sup
plied from the dlvertible flow allocated to 
the Upper Wyoming Section Diversions. 

"c. The Chapman, Bear River, and Francis 
Lee Canals, which divert water from the 
ma.in stem of Bea.r River in Wyoming to irri
gate lands in both Wyoming and Utah, shall 
be supplied from the divertlble flow allocated 
to the Upper Wyoming Section Diversions. 

"d. The Beckwith Quinn West Side Canal, 
which diverts water from the main stem of 
Bear River in Utah to irrigate lands in both 
Utah and Wyoming, shall be supplied from 
the divertible flow allocated to the Lower 
Utah Section Diversions. 

"e. If for any reason the aggregate of all 
diversions in a river section of the Upper 
Division does not equal the allocation of 
water thereto, the unused portion of such 
allocation shall be available for use in the 
other river sections in the Upper Division in 
the following order: ( 1) In the other river 
section of the same State in which the un
used allocation occurs; and (2) in t~1e river 
sections of the other State. No permanent 
right of use shall be established by the dis
tribution of water pursuant to this para
graph e. 

"f. Water allocated to the several sections 
shall be distributed in each section in ac
cordance with State law. 

"2. Central Division 
"a. When either the dlvertihle flow as 

hereinafter defined for the Central Division 
is less than 870 second-feet, or the flow of 
the Bear River at Border Gaging Station is 
less than 350 second-feet, whichever shall 
first occur, a water emergency shall be 
deemed to exist in the Central Division and 
the total of all diversions in Wyoming from 
Grade Creek, Pine Creek, Bruner Creek and 
Pine Creek Springs, Spring Creek, Sublette 
Creek, Smiths Fork, and all the tributaries 
of Smiths Fork above the mouth of Hobble 
Creek including Hobble Creek, and from the 
main stem of the Bear River between Pixley 
Dam and the point where the river crosses 
the Wyoming-Idaho State line near Border 
shall be limited for the benefit of the State 
of Idaho, to not exceeding forty-three (43) 
percent of the divertible ftow. The remain
ing fifty-seven (57) percent of the divertible 
flow shall be available for use in Idaho in the 
Central Division, but if any portion of such 
allocation is not used therein it shall be 
available for use in Idaho in the Lower Di
vision. 

"The divertible fiow for the Central Divi-

slon shall be the total of the following three 
items: 

"(l) Diversion in second-feet in Wyo
ming consisting of the sum of all diversions 
from Grade Creek, Pine Creek, Bruner Creek 
and Pine Creek Springs, Spring Creek, Sub
lette Creek, and Smiths Fork and all the 
tributaries of Smiths Fork above the mouth 
of Hobble Creek including Hobble Creek, and 
the main stem of the Bear River between 
Pixley Dam and the point where the river 
crosses the Wyoming-Idaho State line near 
Bor:br, Wyoming. 

"(2) Diversions in second-feet in Idaho 
from the Bear River main stem from the 
point where the river crosses the Wyoming
Idaho State line ~ear Border to Stewart Dam 
including West Fork Canal which diverts at 
Stewart Dam. 

"(3) Flo-Y in second-feet of the Rainbow 
Inlet Canal and of the Bear River passing 
downstream from Stewart Dam. 

"b. The Cook Canal, which diverts water 
from the main stem of the Bear River in 
Wyoming to irrigate lands in both Wyoming 
and Idaho, shall be considered a Wyoming 
diversion and shall be supplied from the di
vertible flow allocated to Wyoming. 

"c. Water allocated to each State shall be 
distributed in accordance with State law. 

"3. Lower Division 
"a. When the flow of water across the 

Idaho-Utah boundary line is insufficient to 
satisfy water rights in Utah, covering water 
applied to beneficial use prior to January l, 
1976, any water user in Utah may file a pe
tition with tbe Commission alleging that by 
reason of diversions in Idaho he is being de
prived of water to which he ls justly en
titled, and that by reason thereof, a water 
emergency exists, and requesting distribu
tion of water under the direction of the 
Commission. If the Commission finds a water 
emergency exists, it shall put into effect 
water delivery schedules based on priority of 
rights and prepared by the Commission with
out regard to the boundary line for all or any 
pa.rt of the Division, and during such emer
gency, water shall be delivered in accordance 
with such schedules by the State official 
charged with the administration of public 
waters. 

"B. The Commission shall have authority 
upon its own motion ( 1) to declare a water 
emergency in any or all river divisions based 
upon its determination that there are diver
sions which violate this Compact and wnich 
encroach upon water rights in a lower State, 
(2) to make appropriate orders to prevent 
such encroachments, and (3) to enforce such 
orders by action before State administrative 
officials or by court pro~eedings. 

"G. When the flow of water in an inter
state tributary across a State boundary line 
ls insufficient to satisfy water rights on such 
tributary in a lower State, any water user 
may file a petdtion with the Commision al
leging that by reason of diversions in an 
upstream State he is being deprived of water 
to which he is justly entitled and that by 
reason thereof a water emergency exists, and 
requesting distribution of water under the 
direction of the Commission. If the Commis
sion finds t.hat a water emergency exists and 
that interstate control of water of such trib
utary is necessary, it shall put into effect 
water delivery schedules based on priority of 
rights and prepared without regard to the 
State boundary line. The State officials in 
charge of water ddstribution on interstate 
tributaries may appoint and fix the compen
sation and expenses of a joint water com
missioner for each tributary. The proportion 
of the compensation and expenses to be paid 
by each StAte shall be determined by the 
ratio between the number of acres therein 
which are irrigated by diiversious from such 
tributary, and the total number of acres 
irrigated from such tributary. 
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"D. In preparing interstate water delivery 

schedules the Commission, upon notice and 
after public hearings, shall make findings of 
fa.ct a.s to the nature, priordty and extent of 
water rights, rates of flow, duty of water, 
irrigated acreages, types of crops, time of use, 
and related matters; provided that such 
sohedules shall recognize and incorporate 
therein priority of water rights as adjudi
cated in ea.ch of the signatory St11.tes. such 
findings of fact shall, in any court or before 
any trdbunal, constitute prima fa.cie evi
dence of the facts found. 

"E. Water emergencies provided for herein 
shall terminate on September 30 of each year 
unless terminated sooner or extended by the 
Commission. 

"ARTICLE V 
"A. Water rights in the Lower Division 

acquired under the laws of Idaho a.nd Utah 
covering water applied to beneficial use prdor 
to Ja.nuary l, 1976, are hereby recognized and 
shall be administered in accordance with 
State law based on priority of rights a.s pro
vided in Article IV, paragraph A3. Rights to 
water first applied to beneficdal use on or 
after January l, 1976, shall be satisfied from 
the respective allocations made to Idaho and 
Utah in this paragraph and the water allo
cated to ea.ch State shall be administered in 
accordance with State law. Subject to the 
foregoing provisions, the remaining water in 
the Lower Division, including ground water 
tributary to the Bear River, is hereby appor
tioned for use in Ida.ho and Utah as follows: 

"(l) Idaho shall have the first right to 
the use of such remaining water resulting in 
an annual depletion of not more than 125,-
000 a.ere-feet. 

"(2) Utah shall have the second right to 
the use of such remaining water resulting 
in an annual depletlon of not more than 
275,000 a.ere-feet. 

"(3) Idaho and Utah shall ea.ch have an 
additional right to deplete annually on an 
equal basis, 75,000 a.ere-feet of the remain
ing water after the rights provided by sub
paragraphs ( 1) , and ( 2) above have been 
satisfied. 

"(4) Any remaining water in the Lower 
Division after the allocations provided for ln 
subparagraphs (1), (2), and (3) above have 
been satisfied shall be divided; thirty (30) 
percent to Idaho and seventy (70) percent 
to Utah. 

"B. Water allocated under the above sub
parc.graphs shall be charged against the 
State in which it is used regardless of the 
location of the point of diversion. 

"C. Water depletions permitted under pro
visions of subparagraphs (1), (2), (3), and 
(4) above, shall be calculated and admin
istered by a Commission-approved proce
dure. 

"ARTICLE VI 
"A. Existing storage rights in reservoirs 

constructed above Stewart Dam prior to 
February 4, 1955, are as !ollows: 

Acre-feet 

"Ida.ho --------------------------- 324 
"Utah ---------------------------- 11, 850 
"Wyoming ------------------------ 2, 150 

"Additional rights are hereby granted to 
store in any water year above Stewart Dam, 
35,500 acre-feet of Bear River water and no 
more under this paragraph !or use in Utah 
and Wyoming; and to store in any water year 
in Idaho or Wyoming on Thomas Fork 1,000 
acre-feet of water for use in Idaho. Such ad
ditional storage rights shall be subordinate 
to, and shall not be exercised when the effect 
thereof will be to impair or interfere with 
( 1) existing direct flow rights !or consump
tive use in any river division and (2) existing 
storage rights above Stewart Dam, but shall 
not be subordinate to any right to store 
water in Bear Lake or elsewhere below 

Stewart Dam. One-half of the 35,500 acre
feet of additional storage right above 
Stewart Dam so granted to Utah and Wyo
ming is hereby allocated to Utah, and the 
remaining one-half thereof is allocated to 
Wyoming. 

"B. In addition to the rights defined in 
Paragraph A of this Article, further storage 
entitlements above Stewart Dam are hereby 
granted. Wyoming and Utah are granted an 
additional right to store in any year 70,000 
acre-feet of Bear River water !or use in 
Utah and Wyoming to be divided equally; 
and Idaho is granted an additional right to 
store 4,500 acre-feet of Bear River water in 
Wyoming or Idaho for use in Ida.ho. Water 
rights granted under this paragraph and 
water appropriated, including ground water 
tributary to Bear River, which is applied to 
beneficial use on or after January 1, 1976, 
shall not result in an annual increase in de
pletion of the flow of the Bear River and its 
tributaries above Stewart Dam of more than 
28,000 acre-feet in excess of the depletion as 
of January 1, 1976. Thirteen thousand 
(13,000) acre-feet of the addition::i.l deple
tion above Stewart Dam is allocated to each 
of Utah and Wyoming, and two thousand 
(2,000) acre-feet is allocated to Idaho. 

"The additional storage rights provided for 
in this Paragraph shall be subordinate to, 
and shall not be exercised when the effect 
thereof will be to Impair or interfere with 
( 1) existing direct flow rights !or consump
tive use In any river division and (2) exist
ing storage rights above Stewart Dam, but 
shall not be subordinate to any right to 
store water in Bear Lake or elsewhere below 
Stewart Dam; provided, however, there shall 
be no diversion of water to storage above 
Stewart Dam under this Paragraph B when 
the water surface elevation of Bear Lake is 
below 5,911.00 feet, Utah Power & Light Com
pany datum (the equivalent of elevation 
5,913.75 feet based on the sea level datum of 
1929 through the Paclflc Northwest Supple
mentary Adjustment or 1947). Water deple
tions permitted under this Paragraph B shall 
be calculated and administered by a Com
mission-approved procedure. 

"C. In addition to the rights defined tn 
Article VI, Paragraphs A and B, Idaho, Utah 
and Wyoming are granted the right to store 
and use water above Stewart Dam that 
otherwise would be bypassed or released 
from Bear Lake at times when all other 
direct flow and storage rights are satisfied. 
The avallabll1ty of such watt::r and the opera
tion o! reservoir space to store water above 
Bear Lake under this paragraph shall be 
determined by a Commission-approved pro
cedure. The storage provided !or tn this 
Paragraph shall be subordinate to all other 
storage and direct flow rights In the Bear 
River. Storage rights under this Paragraph 
shall be exercised with equal priority o:i the 
following basis: stx (6) percent thereof to 
Idaho; forty-seven (47) percent thereof to 
Utah; and forty-seven (47) percent thereof 
to Wyoming. 

"D. The waters of Bear Lake below eleva
tion 5,912.91 feet, Utah Power and Light 
Company Bear Lake datum (the equivalent 
of elevation 5.915.e6 feet based on the sea 
level datum of 1929 through the Pacific 
Northwest Supplementary Adjustment of 
1947) shall constitute a reserve !or irriga
tion. The water of such reserve shall not be 
released solely for the generation of power, 
except in emergency, but after release !or 
irrigation it may be used in generating power 
if not inconsistent with its use !or irriga
tion. Any water in Bear Lake in excess o! that 
constituting the irrigation reserve may be 
used for the generation of power or for other 
beneficial uses. As new reservior ca.pa.cl ty 
above the Stewart Dam is constructed to 
provide additional storage pursuant to Para
graph A of this Article, the Commission 

shall make a finding in writing as to the 
quantity of additional storage and shall 
thereupon make an order increasing the ir
rigation reserve in accordance with the fol~ 
lowing table: 

Lake surface elevation, 
Utah Power & Light Co., 

Bear Lake datum 
"Additional storage (acre-feet) : 

5,000 ------------------------- 5, 913. 24 
10,000 ------------------------ 5, 913.56 
15,000 ------------------------ 5, 913. 87 
20,000 ------------------- - -- - - 5,914. 15 
25,000 ------------------------ 5,914.41 
30,000 ------------------------ 5,914.61 
35,500 ------------------------ 5,914.69 
36,500 ------------------------ 5,914.70 

"E. Subject to existing rights, each State 
shall have the use of water, Including ground
water, !or ordinary domestic, and stock 
watering purposes, a.s determined by State 
law and shall have the right to impound 
water !or such purposes in reservoirs having 
storage capacities not in exce.ss, In any case, 
of 20 acre-feet, without deduction from the 
allocation made by paragraphs A, B, and c or 
this Article. 

"F. The storage rights in Bear Lake are 
hereby recognized and confirmed subject 
only to the restrictions hereinbe!ore recited. 

"ARTICLE VII 
"It is the policy of the signatory States to 

encourage additional projects !or the develop
ment of the water resources of the Bear 
River to obtain the maximum beneficial use 
of water With a minimum of waste, and tn 
furtherance of such policy, authority 1s 
granted within the limitations provided by 
this Compact, to investigate, plan, construct, 
a.nd operate such projects without regard 
to State boundaries, provided that water 
rights !or each such project shall, except as 
provided in Article VI, paragraphs A and B, 
thereof, be subject to rights theretofore ini
tiated and in good standing. 

"AllTICLE VIII 
"A. No State shall deny the right of the 

United States of America, and sub.Ject to 
the conditions hereinafter contained, no 
State shall deny the right of &.nother sig
natory State, any person or entity of another 
signatory State, to acquire rights to the use 
of water or to construct or to participate in 
the construction and use of diversion works 
and storage reservoirs with appurtenant 
works, canals, and conduits in one State !or 
use of water in another State, either directly 
or by exchange. Water rights acquired !or 
out-of-state use shall be appropriated in the 
State where the point of diversion is located 
in the manner provided by law !or appropria
tion of water for use Within such State. 

"B. Any signatory State, any person or any 
entity of any signatory State, shall have the 
right to acquire in any other signatory State 
such property rights as are necessary to the 
use of water in conformity with this Compact 
by donation, purchase, or, as hereinafter pro
vided through the exercise of the power of 
eminent domain in accordance with the law 
of the State in which such property is lo
cated. Any signatory State, upon the writ
ten request of the Governor of any other 
signatory State for the benefit of whose water 
users property is to be acquired in the State 
to which such written request is made, shall 
proceed expeditiously to acquire the desired 
property either by purchase at a price ac
ceptable to the requesting Governor, or 1! 
such purchase cannot be made, then through 
the exercise of its power of eminent domain 
and shall convey such property to the re
questing State or to the persoI", or entity 
designated by its Governor provided, tha.t all 
costs of acquisition and expenses of every 
kind and nature whatsoever incurred in ob-
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talnlng such property shall be paid by the 
requesting State or the person or entity 
designated by its Governor. 

"C. Should any facUity be constructed in 
a. signatory State by and for the benefit of 
another signatory State or persons or enti
ties therein, as above provided, the construc
tion, repair, replacement, maintenance and 
operation of such facUity shall be subject 
to the laws of the State in which the fa
ciUty ls located. 

"D. In the event lands or other taxable 
fe.c111ties are acquired by a signatory State 
in another signatory State for the use and 
benefit of the former, the users of the water 
made available by such fac11itles, as a con
dition precedent to the use thereof, shall 
pay to the political subdivisions of the State 
in which such facilities are located, each 
and every year during which such rights are 

enjoyed for such purposes, a sum of money 
equivalent to the average of the a.mount of 
taxes annually levied and assessed against 
the land e.nd improvements thereon during 
the ten years preceding the acquisition of 
such land. Said payments shall be in full 
reimbursement for the loss of taxes in such 
political subdivision of the State. 

"E. Rights to the use of water acquired 
under this Article shall in all respects be 
subject to this Compact. 

"ARTICLE IX 
"Stored water, or water from another 

watershed may be turned into the channel 
of the Bear River in one State and a like 
quantity, with allowance for loss by evapo
ration, transpiration, and seepage, may be 
taken out of the Bear River in another State 
either above or below the point where the 
water is turned into the channel, but in 

"Name of Canal Date of priority 

Lands irrigated 
Primary ---------

right 2d-feet Acres State 

Hilliard East Fork ··-········ 1914 ____________ _ 28.00 
16.46 
98. 46 

2, 644 Wyoming. 
1, 155 Wyoming. 
6, 892 Utah. 

"Name of Canal 

making such exchange the replacement 
water shall not be inferior in quality for 
the purpose used or diminished in quantity. 
Exchanges shall not be permitted if the ef
fect thereof is to impair vested rights or to 
cause damage for which no compensation is 
paid. Water from another watershed or source 
which enters the Bear River by actions 
within a State may be claimed by that 
State and use thereof by that State shall 
not be subject to the depletion limita
tions of Articles IV, V and VI. Proof of any 
claimed increase in fiow shall be the burden 
of the State making such claim, and it shall 
be approved only by the unanimous vote of 
the Commission. 

"ARTICLE X 

"A. The following rights to the use of Bear 
River water carried in interstate canals a.re 
recognized and confirmed. 

Data of priority 
Primary 

right 2d-feet 

May 21, 1912 •• ••• 
Feb. 6, 1913 •.•••• 
Au ii. 28, 1905 ••• --

Lands irrigated 

Acres State 

712 Utah. 
55 Wyoming. Chapman •••••••••••••.•• Aug. 13, 1986 .•••• 

Aug. 13, 1986 ••••• 
Apr. 12, 1912 ••••• 
May 3, 1912 •••••• 

. 57 
4.07 

40 Wyoming. 
285 Utah. 

Francis Lee ••••••..•.•.••••.•••• 1879 •••••••.••••• 
1879-. ••••••••••• 

10.17 
. 79 

1134. 00 
2. 20 
7. 41 

154 Wyoming 
519 Utah. 

"t Under the right as herein confirmed not to exceed 134 second-feet may be carried across the irrieation of land in Utah and for other purposes. The storaie right in Ne'>onset Reservoir is for 
Wyoming-Utah State line in the Chapman Canal at any time for filling the Neponset Reservoir, for 6,900 acre-feet, which is a component part of the irrigation right for the Utah lands listed above. 

"All other rights to the use of water car
ried in interstate canals and ditches, as ad
judicated in the State in which the point of 
diversion is located, a.re recognized and con
firmed. 

"B. All interstate rights shall be adminis
tered by the State in which the point of di
version is located and during times of water 
emergency, such rights shall be filled from 
the allocations specified in Article IV hereof 
for the Section in which the point of diver
sion is located, with the exception that the 
diversion of water into the Hilllard East 
Fork Canal, Lannon Canal, Lone Mountain 
Ditch, and Hillla.rd West Side Canal shall be 
under the administration of Wyomlng. Dur
ing times of water emergency these canals 
and the Lone Mountain Ditch shall be sup
plied from the allocation specified in Article 
IV for the Upper Wyoming Section Diver
sions. 

"ARTICLE XI 
"Appllcatlons for appropriation, for change 

of point of diversion, place and nature of use, 
and for exchange of Bear River water shall 
be considered and acted upon in accordance 
with the law of the State in which the point 
of diversion ls located, but no such applica
tion shall be approved if the effect thereof 
will be to deprive any water user in another 
State of water to which he is entitled, nor 
shall any such application be approved if the 
effect thereof will be an increase in the de
pletion of the fiow of the Bear River and its 
tributaries beyond the limits authorized in 
each State in Articles IV, V and VI of this 
Compact. The official of each State in charge 
of water administration shall, at intervals 
and in the format established by the Com
mission, report on the status of use of the 
respective allocations. 

"ARTICLE XII 
"Nothing in this Compact shall be con

strued to prevent the United States, a sig
natory State or political subdivision thereof, 
person, corporation, or association, from in-
stituting or maintaining :my action or pro
ceeding, legal or equitable, for the protection 
of any right under State or Federal law or 
under this Compact. 

"ARTICLE XIII 
"Nothing contained in this Compact shall 

be deemed 
"1 To affect the obligations of the United 

States of America to the Indian tribes; 

"2. To impair, extend or otherwise affect 
any right or power of the United States, its 
agencies or instrumentalities involved here
in; nor the capacity of the United States to 
hold or acquire additional rights to the use of 
the water or the Bear River; 

"3. To subject any property or rights of 
the United States to the laws of the States 
which were not subject thereto prior to the 
date of this Compact; 

"4. To subject any property of the United 
States to taxation by the States or any sub
division thereof, nor to obligate the United 
States to pay any State or subdivision there
of for loss of truces. 

"ARTICLE XIV 
"At intervals not exceeding twenty years, 

the Commission shall review the provtsions 
hereof, and after notice and public hearing, 
may propose amendments to any such provi
sions, provided, however, that the provisions 
contained herein ffuall remain in full force 
and effect until such proposed amendments 
have been ratified by the legislatures of the 
signatory States and consented to by Con
gress. 

"ARTICLE XV 
"This Compact may be terminated at any 

time by the unanimous agreement of· the 
signatory States. In the event of such ter
Inination all rights established under it shall 
continue unimpaired. 

"ARTICLE XVI 
"Should a court of competent jurisdiction 

hold any part of this Compact to be con
trary to the constitution of any signatory 
State or to the Constitution of the United 
States, an other severable provisions of this 
Compact shall continue in full force and 
effect. 

"ARTICLE XVII 
"This Compact shall be in effect when it 

shall have been ratified by the Legislature 
of each signatory State and consented to by 
the Congress o! the United States of America. 
Notice of ratification by the legislatures o! 
the signatory States shall be given by the 
Governor ot each signatory State to the Gov
ernor of ea.ch of the other signatory States 
and to the President o! the United. States o! 
America, and the President is hereby re
quested to give notice to the Governor of 
each of the signatory States of approval by 
the Congress of the United States of Amer
ica. 

"IN WITNESS WHEREOF, the Commissioners 
and their advisers have executed this Com
pact in five originals. one of which shall be 
deposited with the General Services Admin
istration of the United States of America, 
one of which shall be forwarded to the Gov
ernor of each of the signatory States, and one 
or which shall be made a part of the perma
ne:it records of the Bear River Commission. 

"Done at Salt Lake City, Utah, this 22nd 
day of December, 1978. 

"For the State of Ida.ho: 
"(s) Clifford J. Skinner 
"(s) J. Daniel Roberts 
"(s) Don W. Gllbert 
"For the State of Utah: 
"(s) S. Paul Holmgren 
"(s) Simeon Weston 
"(s) Daniel F. Lawrence 
"For the State of Wyomlng: 
"(s) George L. Christopulos 
"(s) J. W. Myers 
"(s) John A. Teichert 
"Approved: 
"Wallace N. Jibson 
"Representative of the United States of 

America 
"Attest: 
"Daniel F. Lawrence 
"Secretary of the Bear River Commt.a

sion."e 

By Mr. DOLE <for himself and 
Mrs.KASSEBAU?tl): 

S. 1491. A bill to designate the build
ing known as the Federal Building, at 
211 Main Street, in Scott City, Kans., as 
the "Henry D. Parkinson Federal Build
ing"; to the Committee on Environment 
and Public Works. 

HENRY D. PARKINSON FEDERAL BUILDING 

• Mr. DOLE. Mr. President, today Sen
ator KASSEBAUM and I are introducing 
legislation to designate the Federal 
Building in Scott City, Kans., as the 
"Henry D. Parkinson Federal Building." 

Renaming this local Federal Building 
in honor of Mr. Parkinson is particu-
larly appropriate, because he contrib
uted so much time and effort in bringing 
this building to Scott City. 

This proposal has the enthusiastic 
support of all Scott City residents. The 
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mayor of Scott City, the Honorable E. S. 
Gene Henderson, and over 15 leading 
civic organizations have endorsed reso
lutions to name the building for Mr. 
Parkinson. Mr. Parkinson's influence in 
the development of this community and 
his efforts are deeply appreciated. He 
worked unselfishly in local, State, and 
national affairs, and truly loved this 
country and the principles under which 
it was founded. 

Born at Wellsville, Utah, on Septem
ber 5, 1907, his active career in agricul
ture, banking, and politics spanned over 
four decades. He died in Wichita, Kans., 
on June 25, 1977, after a full and pro
ductive life. 

Mr. Parkinson, wh'l had been a resi
dent of Scott City since 1925, was owner 
of the Burnett-Parkinson feedlot at his 
far~ near Scott City. He was founder, 
p:esident, and chairman of the board of 
directors of the Security State Bank of 
Scott City. He was a member of the 
Garden National Bank board of direc
tors in Wichita, Kans., the Kansas Bank
e;s Association, and the Kansas and Na
~ional Livestock Associations. Mr. Park
inson was a past member of the Anthem 
Masonic Lodge 284, KCCH degree Scott 
~ounty Shrine Club, the Wichit~ con
sistory, and Isis Temple of Salina Kans 

In addition to his interests in ~icul~ 
ture, banking, and civic affairs Mr 
Parkinson was active in politics. Hi~ rac~ 
for Congress in 1948 and his primary 
campaign for the office of Governor in 
1952 were the highlights of his interest 
in public life. 

Henry Parkinson's voice was heard 
and respected in the highest councils of 
fraternal, business, agricultural and 
political affairs and his advic~ was 
sought by many. 

Honoring Mr. Parkinson, as proposed 
by the mayor and citizens of Scott City 
will do much to encourage others to pur~ 
sue the principles of community commit
ment, sound conservation of our agri
culture resources and responsible busi
ness practices. I join with the over
whelming majority of the citizens of 
Scott City in stating that there can be no 
m~re d~erving recognition than to give 
this bwlding his name. 

The ~enators from Kansas encourage 
the Environment and Public Works Com
mittee to give this bill prompt and fa
vorable consideration. Henry D. Parkin
son meets all of the criteria for such an 
honor. This legislation has the support 
of the entire Kansas congregressional 
delegation. Most imoorta.ntly, naming 
the Federal building for him wll1 recog
nize his many contributions to Scott 
City and the Stafie of Kansas.• 

By Mr. NELSON <for himself, Mr. 
DtrnENBERGER and Mr. PROX
MIRE): 

S. 1492. A bill to save the Milwaukee 
Road's. freight-carrying capacity; to the 
Committee on Commerce Science and 
Transportation. ' ' 

Mr. NELSON. Mr. President along 
wi~h m~ distinguished colleagu°e from 
Wisconsin (Mr. PROXMIRE) and the dis
tinguished Senator from Minnesota (Mr 
DtJRENBERGER), I am introducing today 

this companion bill to H.R. 4686, which 
was introduced in the House on June 28 
by Congressman HENRY REUSS and 18 co
sponsors. The bill provides a legal frame
work within which the essential core of 
the Chicago, Milwaukee, St. Paul, and 
Pacific Railroad-"The Milwaukee 
Road"--can be preserved. 

The Milwaukee Road's current state of 
near collapse is profoundly dangerous to 
the economy of the entire Midwest. At 
present, the bankrupt road is losing ap
proximately $10 million per month. It is 
being kept alive only by a recent loan of 
$20 million by the Federal Railroad Ad
ministration. This loan will probably al
low the Milwaukee to survive through the 
summer and into the fall. Most observ
ers agree that another winter like the 
last one may force the Milwaukee into 
liquidation. The Milwaukee's creditors 
are already urging U.S. District Judge 
Thomas McMillen, who is presiding over 
the Milwaukee's bankruptcy proceedings, 
to liquidate the railroad's assets lest their 
"estate" be eroded by further losses. 

What is to be done? Various proposals 
have been made. Some in Congress have 
proposed that we explore the feasibility 
of employees and shipper ownership of 
the railroad. This does not seem to me 
to be a possible alternative. The Mil
waukee is losing hundreds of thousands 
of dollars a day. It is def erring thousands 
of dollars worth of needed maintenance 
every month. Its accumulated capital 
needs are huge, in excess of $1 billion. 
In its present state, it is not a reason
able investment for anybody, especially 
its hard-pressed employees. 

In my view, the Milwaukee's only hope 
lies in the proposed reorganization plan 
proposed by Stanley Hillman, the Mil
waukee's able former trustee in bank
ruptcy. This plan would preserve the 
essential core of the railroad and would 
include routes in Illinois, Indiana, Iowa, 
Minnesota, Wisconsin, South Dakota, 
North Dakota, and west to Miles City, 
Mont. Negotiations are now underway 
which may provide for the assumption 
of other Milwaukee rout.es by other rail
roads, particularly the Northwestern in 
Iowa, the Rock Island in Iowa and 
Missouri, and the Burlington Northern 
and Union Pacific in Montana, Ida.ho, 
and Washington. However, there is no 
question that totally uneconomic routes 
will have to be abandoned. This reorga
nized "core" would contain approxi
mately one-third of the Milwaukee's 
present 9.800 miles of lines. 

Judge McMillen, on June l, 1979, held 
that under current law he lacked the 
power to implement the trustee's reor
ganization plan. This legislation will give 
him the power to do so and also provide 
adequate protection for the Milwaukee's 
employees. 

Section 1 of the bill would &mend the 
Federal bankruptcy law to allow Federal 
judges to order abandonment of uneco
nomic lines for railroads already in bank
ruptcy at the time the Federal Bank
ruptcy Act amendments were passed in 
1978. This provision would bring the Mil
waukee Road under the aegis of the ex
pedited abandonment procedures pro
vided by the Bankruptcy Reform Act. 

Section 2 of the bill would provide that 
the ICC could direct another rai!road to 
operate for up to 240 days a line aban
doned by a railroad pursuant to the order 
of a Federal bankruptcy judge. Under 
present law, "directed service" can only 
be ordered after a line has been ordered 
pursu.i.nt to ICC proceedings. Section 2 
would also permit the ICC to direct serv
ice by truck or water transportation if 
this would be "less costly or more energy
efficient than directing rail service." Pub
Uc money is required to subsidize direct
ed service and we want that money to be 
spent as efficiently as possible. Section 2 
also states that railroad employees need 
only transfer to other transportation 
modes "to the extent feasible." The pres
ent directed service law only provides for 
one railroad assuming temporarily the 
routes of another and employees gener
ally transfer. It would not make sense 
for, say, a barge company to have to ac
cept railroad employees who were either 
unable or unwilling to learn barge work. 
Likewise, it would be ill-advised to re
quire that railroad workers make a sud
den adjustment to the very different job 
demands of other transportation modes. 

Section 3 provides the labor protection 
which is generally made available after 
other officially approved abandonments. 
What will be provided to discharged em
ployees is either one lump sum payment 
or 6 years of payments, both based on 
previous salary. What this will cost the 
taxpayers is at present uncertain. It has 
been estimated that the services of ap
proximately 2,000 of the Milwaukee's 10,-
000 employees would no longer be re
quired when reorganization was com
plete. Payments to them might amount 
to $125 million,~according to preliminary 
estimates. Obviously, much more detailed 
cost estimate need to be made during the 
committee process. Section 3 would re
quire that the reorganized railroad would 
have to repay to the Government such 
funds as it can. However, in all candor, I 
doubt that much, if any, labor protection 
payments will ever be repaid to the U.S. 
Treasury, as even a reorganized Milwau
kee Road will not possess many excess 
dollars. 

It is terribly regrettable that any em
ployees will lose their jobs. And there are 
dangers in Government rescuing falling 
corporations. But allowing the Milwau
kee to fail will cause all employees to 
lose their jobs and inflict far greater 
costs on our economy than would this 
bill. It would, in fact, be an unthinkable 
catastrophe. 

The time is short. I urge the speediest 
possible consideration of this measure 
and its early enactment by the Senate. I 
ask unanimous consent that the bill be 
printed in the RECORD. 

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

s. 1492 
Be tt enactec! by the Senate ancl Hotue of 

Representattves of the United State. of 
America in Congress 4.!semble4, 

ABANDONMENT OF 'RA%LROAD LINES 

SECTION 1. Section 77 ( 0) O! the Bankr\lptey 
Act (11 u.s.c. 205(0)) is amended by 1trik· 
Ing out "or as it may be hereafter amended" 
and 1nsert1ng 1n lleu thereof "UD,leaa a petl-
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tion had been filed between December 18, 
1977 and November 6, 1978." 

SHIPPER PROTECTION 

SEC. 2. (a) Section 11125(a) of title 49, 
United States Code, is amended by adding 
after the first sentence thereof the following 
new sentence: "The Commission may also 
negotiate with, and issue directions to, a 
willing provider of truck or water transpor
tation to transport the traftlc of shippers us
ing a railroad line abandoned pursuant to 
court action under section 77 of the Bank
ruptcy Act, 1f the Commission finds that 
such transportation would be less costly or 
more energy efficient than, directing ran serv
ice." 

(b) section 11125(b) (4) of title 49, United 
States Code, ls amended by inserting "(but 
only to the extent feasible in the case of a 
directed carrier by truck or water)" ilnmedl
ately after "A directed carrier shall". 

LABOR PROTECTION 

Sze. 3. Section 11125 of title 49, United 
States Code, ls amended by adding at the 
end thereof the following new subsection: 

"(c) (1) Any employee displaced from his 
employment by an abandonment pursuant 
to court action under section 77 ( o) of the 
Bankruptcy Act who does not receive em
ployment under subsection (b) (4) of this 
section or otherwise in the railroad industry, 
and any such displaced employee whose em
ployment under subsection (b) (4) of this 
section ls terminated at the conclusion of 
directed service, shall be provided a fair ar
rangement at least as protective of his inter
ests as the terms imposed under section 
11347 of this title before February 5, 1976, 
and the term established under section 565 
of title 45. 

"(2) Any ran carrier required to provide 
protective arrangements for employees un
der this section shall be reimbursed for the 
cost of such arrangements by the Railroad 
Retirement Board. At such time as the Board 
determines that the financial condition of 
such rail carrier so permits, the Board shall 
direct such carrier to repay the Board for 
such reimbursement. 

"(3) There are authorized to be appropri
ated to the Board such sums as may be 
necessary for making reimbursements under 
this subsection.". 

Mr. DURENBERGER. Mr. President, 
I rise today with my distinguished col
league from Wisconsin, Senator GAY
LORD NELSON to introduce a bill that will 
restore stability to the financially trou
bled Milwaukee Road. 

The financial difficulties encountered 
by the Milwaukee have been widely pub
licized, and their effect on the economy 
of the Northwest cannot be overstated. 
The Milwauk~e Road provides the com
mercial lifeline through one of America's 
richest agricultural areas. In my State 
alone, the railroad services 48 of the 100 
most productive agricultural counties in 
the world, according to the 1974 farm 
census. Approximately 75 percent of the 
production from these counties is ex
ported to national and international 
markets, and the railroad is a critical 
link in this national-international food 
cycle. 

In addition to its role as an agricul
tural hauler, the Milwaukee Road is a 
key link between Minnesota utilities and 
the coal fields of Montana and North 
Dakota. Interruption of service along 
Milwaukee's northern or Miles City main 
line could mean a loss of electrical serv
ice for at least 43,000 Minnesota homes 
and businesses, and an even greater 

number in our sister States of North and 
South Dakota. In the longer run, dete
rioration of this main line would yield 
increasingly serious results. The recently 
published report of the National Trans
portation Policy Study Commission 
points out that between today and the 
year 20'JO our national dependence on 
coal will increase dramatically. Before 
the tum of the century, the center of our 
coal production will shift from eastern to 
western fields, a trend which will mag
nify the importance of railroads, like 
Milwaukee, with the capability of haul
ing coal from the Rockies to Mideastern 
and Midwestern States. These same en
ergy and agricultural considerations ap
ply to most of the States along the Mil
waukee's road, and the line is simply too 
valuable a national asset to abandon. 

But as devastating as that loss might 
be, it is becoming increasingly imminent 
with each passing day. Four weeks ago, 
the Federal Court administering the 
Milwaukee's bankruptcy rejected a pro
posed reorganization that would have ad
dressed the railroad's long-term prob
lems by focusing its limited resources and 
rolling stock on the system's most viable 
lines. The tragedy of this decision is illus
trated in the words of the court itself, 
which recognized the rejected plan as the 
best if not the only way to assure the 
railroad's survival. But while recognizing 
the need to implement the plan, the court 
found itself without jurjsdiction to order 
its adoption because of technicalities in 
the Bankruptcy Reform Act. Left with 
no alter::iative, the judge ordered the rail
road to continue present operations until 
its financial resources were exhausted, 
and left it to Congress to make a final 
decision on whether the Milwaukee would 
live or die. 

This ruling truly represents the worst 
possible alternative. As my colleague in 
the House, Congressman HENRY REuss 
remarked, the railroad is literally bleed
ing to death, and unless some action is 
taken, it will cease operation before the 
end of September. For the farmers, this is 
a disastrous situation, because it threat
ens their ability to move fall crops to the 
market. For the hundreds of grain eleva
tors along the Milwaukee lines, this sit
uation is equally critical, since loss of the 
railroad would cut their commercial life
line to State, national, and international 
markets. For a Federal Government at
tempting to balance its accounts, this 
bankruptcy has been an inordinate ex
pense, draining tens of millions of dollars 
in operating subsidies from emergency 
railroad funds. But the cruelest loss is 
falling on the railroad's employees, who 
stand to lose their livelihood with only 
a bankrupt railroad to look to for se
curity. Taken together, these events are 
rending both the social and economic 
fabric of the many agricultural commu
nities dependent on Milwaukee Road. 

The bill we propose today will remove 
the legal obstacles to the railroad's re
organization. In doing so, it will also pro
vide directed rail, truck, and barge serv
ice to protect shippers along the em
bargoed lines, while creating a strong 
labor protection program to safeguard 
the financial well-being of railroad em-

ployees. It will return stability to the 
Milwaukee by permitting it to reorga
nize to a more geographically compact 
and economically sound system, an 
achievement which will yield benefits 
for every person dependent on the rail
road's service. 

First, for farmers and shippers, the 
bill will result in a stabilized commercial 
environment, insuring that this year's 
harvest will reach State, national, and 
international markets. 

For those dependent on coal-powered 
utilities-both now, and in the next 
quarter century-the bill insures con
tinuation of service, and preservation of 
an energy-efficient lifeline to the coal 
fields of Montana and North Dakota. 

For the families of 10,000 employees 
faced with the bankruptcy or liquida
tion of their employer, the bill will pro
vide a more financially certain future. 
It will preserve the jobs of the vast ma
jority of Milwaukee employees, while 
endowing displaced employees with both 
guaranteed employment in the directed 
service system, and a strong, long-term 
labor protection package. 

For the Federal Governemnt, the bill 
provides a fiscally responsible alterna
tive to endless railroad subsidies. At 
present, the Milwaukee is living of! Fed
eral dollars, using tax moneys to sus
tain daily losses in the hundreds of 
thousands of dollars. Twenty million 
dollars in emergency railroad funds are 
already gone, and unless action is taken, 
the Milwaukee will have bled the Na
tion's emergency railroad funds dry by 
the end of this year. 

In addition to these subsidy dollars, 
State and Federal Governm~nts will 
sustain millions of dollars in tax losses, 
economic losses, and uuemployment 
compensation payments as the railroad 
slips intc. insolvency. This is an entirely 
unsatisfactory arrangement. These mil
lions of dollars in subsidies have done 
nothing rto bring about a solution to Mil
waukee's problems; despite such massive 
expenditures, we are ending up exactly 
where we started-with a bankrupt rail
road. 

The b11l we file this afternoon alters 
that philosophy. Instead of wasting 
Federal dollars on subsidies, it invests 
those same dollars in a long-term solu
tion to the railroad's problems. By cre
ating structures that will facilitate the 
railroad's reorganization, it shifts the 
Federal role from subsidy to solution, 
enabling a public service industry to 
solve its own problems. 

The course we advocate 1s certainly 
not an easy one. Some lines will be 
abandoned, including miles of trackage 
in my own State of Minnesota. But these 
are the same lines whose financial per
! ormance is draining the railroad, and 
a problem this complex cannot be re
solved without facing these difficult 
choices. I want to make it plain, how
ever, that I do not advocate abandoning 
shippers on the abandoned lines. The 
bill provides directed service on an in
terim basis, and I will do everything 
within my power to fashion long-term 
solutions for those lines, facilitating ac
quisition of the better routes by other 
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railroads. and working with private in
dustry to fashion transportation alter
natives in other cases. 

In advocating this approach, I am not 
ruling out the other solutions now under 
employee-shipper railroad. But that is 
discussion, including the option of an 
a complex option which will require 
long-term planning and substantial risk 
for both the Federal Government and 
the employees and shippers who must 
stake their personal finances against the 
long·-term performance of the railroad. 
That plan provides an optlon. but it 
would be dangerous to view it as the 
only solution. 

The bill we file this morning provides 
an immediate opportunity to fashion 
long-term solutions for the railroad's 
problems. And while this will involve 
some costs, they are minimal in compar
ison to the financial, economic, and 
human costs of continued inaction. I 
urge my colleagues to give the bill ex
peditious consideration and join in the 
effort to fashion a real solution to s. 
very critical problem. 

By Mr. STEVENSON: 
s. 1493. A bill to create the Depart

ment of Commerce, Trade, and Technol
ogy, to consolidate in such department 
various functions of the Government 
with respect to commerce, international 
trade, and technology, and for other pur
poses; to the Committee on Governmen
tal A.1Ia1rs. 

DEPARTMENT OF COMMERCE, TRADE, AND 
TECHNOLOGY ORGANIZATION ACT 

e Mr. STEVENSON. Mr. President, I 
introduce a bill to create a new Depart
ment of Commerce, Trade, and Technol
ogy with functions at present dispersed 
among a number of agencies and offices. 
The Department of Commerce would be 
merged into the new Department of 
Commerci?, Trade, and Technology. 

The purposes of the bill are twcfold. 
First, by consolidating trade functions 
into a single department, international 
trade and investment policy will be ele
vated to a status reflecting their impor
tance to our economic well-being. Sec
ond, by uniting trade functions with the 
responsibilities for industrial policy and 
technology which already exist within 
the Department .:>f Commerce, this bill 
develops an institutional framework in 
whi~h technological innovation, indus
trial competitiveness, and export growth 
can all be promoted more effectively. 

The United States alone among the 
major industrial countries has no single 
Government agency with authority and 
responsibility to advance its trading in
terests. Yet these trading interests are 
substantial-international trade and in
vestment flows already mean one-third 
of a trillion dollars for this country an
nually. Other nations, more dependent 
upon maximizing their share of inter
national commerce, have long organized 
for successful and aggressive competi
tion in the world. In the United States 
we have been slow to awaken to the 
importance of overseas markets and lag
gard about competing. In the fast-grow-
ing trade with developing countries, for 
example, the Japanese over the past two 

decades have more than doubled their 
market shares in the export of manufac
tures-from 12.6 percent to 27.1 per
cent--while the U.S. share has declined. 
We cling to a quaint notion that Govern
ment policy has no role to play ill pro
moting industrial well-being or trade ex
pansion. We persist in casting Govern
ment and business as adversaries while 
foreign competitors find an integrated 
approach to industry, trade, and invest
ment the key to economic success. 

Today there is scarcely an industrial 
sector in the United States which does 
not face vig:>rous competition from 
abroad. In three decades, the Japanese 
and Europeans have recovered from 
World War II to challenge our domi
nance even in those industries where we 
had no peers--electronics, communica
tions, and aviation. 

Technology is the ba~is of our ability 
to compete. Technology-intensive prod
ucts, measured by R. & D. input, account 
for approximately 40 percent of U.S. 
exports. By contrast, R. & D. intensive 
exports comprise only 28 percent of the 
total exports of Germany, Japan, France 
and the United Kingdom. Improved ex
port competitiveness is tied clearly to 
support for technological innovation. 

But even superior products do not 
market themselves. Successful competi
tion in the world arena increasingly de
pends upon financing, marketing, and 
servicing. a.s. institutions like EXIM 
and OPIC lack the resources, clout, and 
policy backup to organize export "pack
ages" as attractive as those proffered by 
foreign competitors. The trade promo
tion unit of the Commerce Department 
is unable to exploit fully the on-the-spot 
services of commercial attaches, who 
are State Department officers with only 
minimal career experience and com
mitment to trade. As a result exports 
remain the province of major corpora
tions in part because information about 
market opportunities and direct assist
ance with languages and customs are 
not aggressively extended to small and 
medium sized firms, which constitute a 
virtually untapped pool of export poten-
tial. 

Most importantly, a central U.S. Gov-
ernment department responsible for ex
port expansion, domestic industrial 
growth and maintenance of our long 
term innovative advantage is needed 
to provide the mix of expertise, flexibil
ity, control and perspective with which 
to formulate coherent and effective trade 
policy. 

Inconsistencies and impediments in 
the treatment of U.S. industrial and 
agricultural exporters have been, in some 
instances, crippling. U.S. exporters face a 
web of controls-antitrust, antibribery, 
human rights, environmental review
and other restrictions which their coun
terparts abroad do not. The absence of 
an advocate with the visibility and clout 
to fight for consistent policies and mini
mal bureaucratic restricti<ms has seri
ously underm,ned U.S. export competi
tiveness in both agriculture and industry. 

As chairman of the International Fi-
nance Subcommittee, I have been con
cerned about U.S. export policies for 

some time. It is gratifying to note that 
the bill I am introducing today is the 
fourth proposal regarding a Department 
of Trade to be introduced this session. I 
am glad to see t'hat concern about our 
trade position and recognition of the 
need for institutional reform is spread
ing. 

All four proposals-S. 377, intro
duced by Senators ROTH and RIBICOFF; 
S. 891; introduced by Senator BYnD; S. 
1471, introduced by Senator DURENBERG
ER, and my bill--share the same objec
tives. My bill is similar in many respects 
to H.R. 4567 introduced by Representa
tives JONES, FRENZEL, and others in the 
House. Creation of the Department I 
contemplate would not entail an addi
tional Cabinet post or department, un
like some of the proposals. 

Mr. President, this bill goes further 
than the other proposals before the Sen
ate. I believe that if we are to consider 
seriously the twin questions of Commerce 
reorganization and creation of a Trade 
Department, we must work from a pro
posal which is comprehensive in its in
corporation of trade offices and func
tions. 

My bill strives for comprehensiveness. 
It unites responsibility for the following 
areas in one Department for the first 
time: 

Export promotion and financing; 
Import monitoring and relief; 
International investment policy; 
International trade negotiating au-

thority; 
Industry and trade economic analysis; 

and 
Trade policy and coordination. 
The bill draws in the Office of the 

Special Trade Representative, the Inter
national Trade Commission, the Export
Import Bank, and OPIC, in addition to 
consolidating responsibilities presently 
scattered throughout six different de
partments. 

World trade has expanded sixfold 
since Bretton Woods and adoption of 
the GATr. Over this period, the depend
ence of this Nation on access to the 
markets and supplies of others has 
grown no less rapidly. Effective partici
pation in multilateral trade negotiations 
is critical if we are to continue to push 
back tht protectionist barriers which 
constantly threaten the world commerce. 

Yet we remain the only nation whose 
negotiators come from six different, un
coordinated departments, equipped with 
neither the overall perspective, nor the 
clout, to advance the interests of U.S. 
exporters. An STR maintained in the 
White House has access to the President, 
we are told. Yet access to the carrots
such as export financing-and sticks
such as countervailing duties--employed 
by other international negotiators, are 
the province of three different agencies 
in this country. Nor is the STR the ef
fective and knowledgeable advocate of 
U.S. industrial and agricultural pro
ducers which the Secretary of Commerce, 
Trade and Tech11ology could be. 

The United States is paralyzed at the 
negotiating table by competing agency 
interests which often canr.ot be resolved 
in the existing framework. By uniting 
within one department the responsibil-
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ities and powers which at present are 
scattered, this bill creates one strong 
voice out of a weak and disparate chorus. 

The bill also o1Iers a framework for 
concomitant reform of the Commerce 
Department's programs relating to in
dustry and technology. I have already in
troduced a bill-S. 1250, the National 
Technology Innovation Act of 1979-
that would improve the ability of uni
versities and industries to collaborate in 
generating new technological ideas that 
could reach the market and would im
prove the U.S. Government's capability 
to identify specific sectoral problems and 
opportunities to advance socially and 
economically important technologies. I 
have also joined with Senator SCHMITT 
and Senator CANNON in sponsoring S. 
1215, the Science and Technology Re
search and Development Utilization 
Policy Act of 1979, that establishes a 
coherent Federal policy to encourage the 
use of inventions developed under fed
erally-supported research and develop
ment. Hearings on S. 1250 have been held 
before the Subcommittee on Science, 
Technology, and Space; hearings on S. 
1215 are scheduled for July 23 and 27, 
1979. 

The administration has also initiated 
a domestic policy review of industrial 
innovation. The Secretary of Commerce 
and her Assistant Secretary for Science 
and Technology have convened a score 
of task forces to study innovation, rang
ing from tax and regulatory policy to 
patent administration and information 
services. This review and its recommen
dations are presently under considera
tion by the White House; I am hopeful 
that President Carter will soon announce 
his decisions on these proposals. 

An e1Iective policy to promote indus
trial innovation may well require further 
institutional changes. We might want to 
look at agencies which would be ap
propriately moved out of the re
organized Department of Commerce, 
Trade and Technology. These possibili
ties will be examined in detail once the 
administration's proposals are released 
and as we consider further the legislation 

already introduced. This bill, by under
scoring the inseparable relationship be
tween technology and trade, creates a 
frame within which to proceed.• 

By Mr. HELMS: 
S. 1494. A bill to enable the United 

States to maintain American security 
and interests respecting the Panama 
Canal, for the duration of the Panama 
Canal Treaty of 1977; to the Committee 
on Armed Services. 

PANAMA CANAL DEFENSE ACT OF 1979 

• Mr. HELMS. Mr. President, so that the 
Committee on Armed Services might 
have another alternative during the 
markup of the proposed implementation 
legislation for the Panama Canal Treaty, 
I am today introducinng S.1494. This bill 
consists of the House bill, H.R. 111, with 
certain additional amendments which 
would protect the interests of the U.S. 
taxpayer. 

As Members of the Senate are well 
aware, many, many statements were 
made that the Panama Canal legislation 
would not cost the taxpayers any money 
whatsoever. The truth, however, has 
turned out to be quite di1Ierent. Accord
ing to figures compiled by the House 
Merchant Marine and Fisheries Commit
tee, after 8 weeks of hearings, the total 
bill for implementation of the treaties 
will be over $4 billion, including both 
payments to Panama <which otherwise 
could have gone to the U.S. Treasury to 
reduce the taxpayers' burden) and costs 
that have been paid or will be paid di
rectly by taxpayers. 

My bill, there! ore, will insure that the 
maximum possible protection of the tax
payer will be achieved. 

Mr. President, I ask unanimous con
sent that a table of costs prepared by 
the House Merchant Marine Committee 
be printed in the RECORD at the conclu
sion of my remarks. 

Under my bill, Mr. President, the costs 
saved would be about $1.3 billion, or all 
those costs other than those listed as 
"General Costs" in the committee's list. 

Mr. President, I also ask unanimous 
consent that a side-by-side comparison 
of the relevant changes between my bill 
and H.R. 111, as enacted by the House, 
be printed in the RECORD for the conven
ience of the Senate. My bill is identical 
in all other respects other than those 
listed in the comparison. 

There being no objection, the tables 
were ordered to be printed in the REC
ORD, as follows: 

COST OF 1977 TREATY 
( 1979 Dollars in Thousands) 

Panama Canal Costs: 
General 

Payments to Panama ________ $2, 157, 146 
Relocation of facilities_______ 14, 279 
Transition costs_____________ 1, 455 
Inventory loss_______________ 2,716 
Loss of net revenue terminals 

and shipyard ------------- 122, 060 
Disinterment and reinterment 3, 200 
Book value property trans-

ferred -------------------- 648,000 Subtotal GeneraL ________ $2, 948, 856 

Employee related 
Early retirement ____________ _ 
Severance pay ______________ _ 
Commuted leave of separated 

employees ---------------
Repatriation ---------------
Cost of living allowance ----
Elimination of tax factor in 

pay of non-citizens -------
Social Security payments to 

Panama -------------------
Expanded training programs __ 
Rotation of Employees ______ _ 

Subtotal employee related 

Department of Defense 
Base operations, mllitary con-

314,000 
4,690 

2,500 
4,284 

154, 161 

11, 856 

1,400 
6,560 
5,000 

$504,391 

struction, etc. ------------- $757, 000 
Retirement non-appropriated 

fund employees ----------- 2, 000 
Subtotal Dept. of Defense $759, 000 

Department of State 
Consular services -----------
Joint Committee expenses --
Foreign Military sales reserve_ 

Subtotal Dept. of State __ _ 
Battle Monuments Commission 
U.S. Treasury 

Loss of depreciation of Canal 

3,700 
3,800 
5,000 

$12,1500 
900 

Zone Government assets____ 154, 860 
Total __________________ $4,280,1507 

SIDE-BY-SIDE CoMPARISON OF HELMS Bn.L (S. 1494) WITH H.R. 111 (AS ENACTED BY THE HOUSE) 
S. 1494 H.R. 111 (AS ENACTED BY HOUSE) COMMENT 

SEc. 4. AUTHORITY.(a) This legislation pro- No comparable provision. Helms blll specifically cites the authority 
tects the interests and expresses wishes in the Panama canal Treaty for allocat-
of the taxpayers of the United States as Lng costs to protect taxpayers. Protects 
as espoused by the United States Senate the historic exercise of sovereignty by the 
in its ratification of the Panama Canal United States up until the effective date 
Treaty of 1977. It assists the United States of the 1977 Treaty from retroactive legal 
Treasury in providing for a balanced Fed- attack. 
eral budget and requires that all funds 
used to implement the Panama Canal 
Treaty of 1977 be expended only with the 
express consent of the Congress of the 
United States; and to specifically exercise 
those rights which the United States is 
authorized to exercise by Article m, sec-
tion 2(d) of the Panama Canal Treaty for 
1977, for the purpose of allocating the cost 
or maintaining that treaty in force and to 
provide llmlts to the economic conse-
quences to the United States and to users 
of the Panama Canal. 

(b) Acceptance ot payments by Panama 
under the provisions ot this Act consti
tutes recognition by the Republic of 
Panama that the United States rightfully 
exercised sovereignty in the Canal Zone 
under the terms of the treaties between 
the United States and Panama ot 1903, 
1936, or 1955. 
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SEC. 373. DISPOSITION OF PROPERTY OF THE 
UNITED STATES.-The Congress, in exercise 
of its authority under article IV, section 3, 
clause 2 of the Constitution of the United 
States, authorizes the President to con
vey to the Republic of Panama. the Panama 
Railroad and such property located in the 
area comprising the Canal Zone immedi
ately before such date, which a.res. is not 
within the land and water areas the ~ 
of which is made avallable to the United 
States pursuant to the Panama Canal 
Treaty of 1977 and related agreements. 
Property transferred pursuant to this sec
tion may not include buildings and other 
facilities, except housing, located outside 
such a.rea.s, the use of which is retained by 
the United States pursuant to the Panama 
canal Treaty of 1977 and related agree
ments. With respect to fire protection in
stallations referred to in paragraph 14 of 
the Agreed Minute to the Agreement in 
Implementation of Article Ill of the Pana
ma Canal Treaty, signed September 7, 1977, 
the United States shall not transfer to the 
Republic of Pana.ma any such installa
tion (other than the Balboa Fire Statton 
and the Coco Solito Fire Station) until 
the Administrator of the Panama Canal 
Commission has determined that, because 
of voluntary transfers or voluntary sepa
rations, an adequate number of firefighters 
does not exist to suftlciently staff such in
stallation and such installation is excess 
to the needs of the United States. Pro
vtd.ed, That, prior to the entry into force 
of that treaty, the Republic of Panama 
shall agree to the terms and conditions 
set forth in section 374 of this Act: Pro
vtd.ed further, That the President shall 
notify the Congress not less than ninety 
days prior to the proposed date of any 
such transfer. 

Final transfer ls authorized to be made of 
the Panama Canal and all those portions 
of the Zone which a.re not otherwise ceded 
to the Republic of Pana.ma, to occur not 
ea.rller thJ\n December 30, 1999, at 12 
o'clock noon local time: Provtded, That 
each of the following conditions shall have 
been met on or before that dat.e. 

SECTION 250 (f) 

(f) All previous expenses incurred by the 
United States to implement the Panama 
Canal Treaties of 1977 during fiscal years 
1978 and 1979 shall be treated as an ex
pense of the Panama Canal Commission. 
The Commission shall make full reim
bursement to the United States Treasury 
for all such expenses. 

SEC. 374. CONDITIONS FOR TRANSFER.-(&) 
That the entire net investment cost of the 
construction of the Panama Canal shall 
have been paid to the Treasury of the 
United States prior to that date. 

(b) That all interest upon the net in
vestment cost shall have been paid on or 
before December 30, 1999, as required by 
the reservation numbered 6 (the Cannon 
Reservation) to the Panama Canal Treaty 
as consented to by the Senate of the 
United States on April 18, 1978. 

(c) That the Republic of Panama shall 
have borne, out of the revenues tt receives 
pursua.n t to the terms of Article XIII of 
the Treaty, all costs incurred by the 
United States which are tnctdental to 
carrying the Treaty into effect; not allo
cated by the Treaty and prohibited from 
being derived from tax revenues of the 
United States by the terms of the Treaty 
tn Article m, paragraph 2, section (d): 

SEC. 373. DISPOSITION OF PaoPERTY OF Till 
UNITED STATES.-No property of the United 
States located in the Republic of Panama 
may be dtsposed of except pursuant to 
law enacted by the Congress. 

SEC. 374. TRANSFER OF PROPERTY TO PANAMA.
On the date on which the Panama Canal 
Treaty of 1977 enters into force, the Sec
retary of State may convey to the Republlc 
of Panama the Panama Railroad and such 
property located in the area comprising 
the canal Zone immediately before such 
date, which area is not wtthtn the land 
and water areas the use of which ls ma.de 
·a.va.llable to the United States pursuant to 
the Pana.ma canal Treaty of 1977 and r~
Iated agreements. Property transferred 
pursuant to this section may not include 
bulldings and other fac111ties, except hous
ing, located outside such areas, the use 
of which ls retained by the United States 
pursuant to the Panama Canal Treaty of 
1977 and related agreements. With respect 
to fire protection installations referred to 
in paragraph 14 of the Agreed Minute to 
the Agreement in Implementation of 
Article lll of the · Pana.ma Canal Treaty, 
signed September 7, 1977, the United Stat6s 
shall not transfer to the Republic of 
Panama any such installation (other than 
the Balboa Fire Station and the Coco 
Solito Fire Station) until the Adm1n1stra
tor of the Pana.ma. canal Commission has 
determined that, because of voluntary 
transfers or voluntary separations, an ade
quate number of firefighters does not exist 
to suftlciently staff such installation and 
such installation ls excess to the needs of 
the United States. 

No comparable provision. 

No comparable proviston. 

The Helins blll specifically cites the Consti
tutional authority of Congress to authorize 
the President to dispose of U.S. territory 
and property. Authorizes the President 
himself to make such disposition, rather 
than delegating this important Constitu
tional function to the Secretary of State. 
Requires that transfer of property be con
ditioned on Panamanian acceptance of the 
conditions in Section 374, t.e., the "condi
tions for transfer." Requires the President 
to notify Congress 90 days before transfer. 
!Property authorizes to be transferred ts 
the same in both b1lls. 

This proposal would re-indemnify the Ameri
can taxpayers for costs associated with the 
treaty which took place before the effec
tive date of the treaty, e.g. military con
struction which will be turned over to 
Panr..ma at the end of 1999, but which was 
effected with funds appropriated before 
the Panama Canal Co~ion comes into 
being. 

The Helms btll sets up conditions for trans
fer of U.S. property to Panama: (1) That 
the cost of the construction of the Panama 
Canal ("net investment cost") be repaid 
to the Treasury before the canal ts trans
ferred at the end of 1999; (2) that the oan
non reservation is implemented before the 
end of 1999; (3) that Panama has borne, 
out of canal revenues, all costs incurred by 
the United States which are incidental to 
carrying the Treaty into effect--costs of 
services formerly borne by the Panama Ca
nal Company; costs of personnel changes 
required by the terms of the Treaty; costs 
of construction and refurbishing of mlll
tary buildings and bases; expenses of the 
Panama Canal Commission, and all the 
payments otherwise specified in the Treaty. 
Furthermore, if Panama fails to pay its 
obligations, such obligations become a 
charge upon the Commission's payments 
to Panama. 



18274 CONGRESSIONAL RECORD- SENATE July 12, 1979 
SmE-BY-SmE COMPARISON OF HELMS BILL (S. 1494) WITH H.R. 111 (AS ENACl'ED BY THE HousE)--Continued. 

s. 1494 
the reservations and understandings added 
to the Treaty by the Senate of the Unlted 
States, and representations relled upon 
during the deliberations concerning the 
Treaty. Such costs shall include but not be 
llnlited to costs of services formerly borne 
by the Panama Canal Company; costs of 
personnel changes required by the terms 
of the Treaty; costs of construction and 
refurbishing of m111tary bulldings and 
bases; expenses of the Panama Canal 
Commission and all payments required in 
(a) and (b) above. Certlftcation of such 
costs by the Comptroller General of the 
Unlted States shall be binding upon the 
Republic of Panama. Such costs shall not 
include (1) those non-Treaty related items 
regularly (as formerly) incurred by the 
Unlted States by reason of its obligation 
to defend the Panama Canal; (2) nor costs 
relat.ed to providing a ftnal resting place 
for those deceased whose interment is dis
rupted by the Treaty. 

(d) All obllgations to be paid by the 
Republtc of Panama pursuant to this sec
tion shall be ps.id within three months of 
certlftcatlon by the Comptroller General; 
otherwise such obltgatlon shall thereafter 
be and become a charge upon any pay
ments to be made to the Republic of Pan
ama pursuant to the Treaty by the Pan
ama Canal Commtsston and shall be de· 
ducted from each such payment until the 
obllgatlon is discharged. 

SECTION '12 Cd> 
(d) Irrespective of subsections (b) and (c), 

supra, tolls charged for passage through 
the Panama Canal shall not exceed those 
tolls charged on July 1, 1979, together 
wtth-
( 1) adjustments to allow toll tncreaaes 

equal to rises in the cost of Uving as set by 
the Unlted States Department of Labor in 1ts 
consumer price index, and 

(2) that m1n1mum increase in the per
centage of rate of tolls suftlclent to provide 
funds necessa.ry to make those payments re
quired by Article Xlll, section 4 (a) and (b) 
of the Panama Canal Treaty and as limited 
by Understanding Numbered S thereto as 
consented to by the Senate of the United 
States on April 18, 1978 (the Danforth Un
derstanding) . 

By Mr. HATFIELD: 
S. 1495. A bill to acquire certain lands 

so as to assure the preservation and pro
tection of the Potomac River shoreline; 
to the Committee on Energy and Nat
ural Resources. 
• Mr. HATFIELD. Mr. President, today 
I am introducing a bill to resolve the de
bate surrounding proposals to renew the 
Georgetown waterfront. 

The intention of this legislation is to 
insure that the area south of K Street, 
between the Key Bridge and Rock Creek 
in Georgetown, becomes a greenway 
fi.anking the Potomac River. At present, 
this area is an acknowledged eyesore 
detracting from the beauty of our Capital 
City. A group of interested individuals 
representing citizens' groups, the govern-
ment of Washington, D.C., the Interior 
Department, the Transportation Depart
ment, and private developers has been 
meeting for several months to plan the 
conversion of the waterfront into a use
ful and esthetically pleasing area. 

Any plans for the riverfront area must 
take into account the existing develop
ment in Georgetown, south of M Street. 

H.R. 111 (AS ENACTED BY HOUSE) 

No comparable provision. 

Planners have been quoted as stating 
that given existing development plans, 
the population in the area between M 
Street and K Street in Georgetown will 
increase by 10,000. Such an increase is 
incomprehensible in light of the conges
tion that presently exists in that part of 
the city. Nevertheless, that increase will 
occur according to plans that have al
ready been set in motion. 

For this reason, I am adamantly op
posed to any development plans for the 
area south of K Street which would in
clude any commercial or residential 
buildings. This is the area which is the 
subject of my bill and it includes only 20 
acres, stretching along 4,200 feet of the 
Potomac riverbank. At some points, this 
strip of land is only 160 feet wide. There 
is absolutely no reason for destroying 
this beautiful area forever by piling upon 
it concrete and glass structures, such as 
those which have been constructed north 
of K Street. 

Even a small area of development on 
this ribbon of land along the river can
not be justified. We must take bold ac
tion not simply to renew the Georgetown 

COMMENT 

The Helms blll provides the tolls charged for 
passage through the Pa.nama canal shall 
be held to the very least possible mini
mum, without unduly raising such tolls in 
order to make payments to Panama, there
by protecting canal users to the greatest 
extent possible. 

Waterfront, but to preserve it for people. 
It is the most beautiful spot of Potomac 
River frontage in the Capital. The Poto
mac bends at this point, and the views 
up the river and downstream are un
matched for their scenic drama. 

A people's park on this land would 
provide the type of waterfront develop
ment that is so important for the in
tegrity of Washington as a city of beauty. 
It would provide for the true needs of the 
citizens of the city, who will soon find 
that there is less and less space for "get
ting away" from the hustle and bustle 
of the urban environment. 

The legislation I am proposing will 
enable the Interior Department to ac
quire the portion of the Georgetown wa
terfront which is not publicly owned at 
present. It is inconceivable that we 
should allow this opportunity to preserve 
the riverfront, and to avoid more 
crowded development, to pass. 

For these reasons, I urge my colleagues 
to support this legislation and I ask 
unanimous consent that it be printed in 
the RECORD. 
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There l::eing no obJection, the bill was 

ordered to be printed. in the RECORD, as 
follows: 

s. 1495 
Be ti enacted by the Senate and House of 

.Representatives of the United States of 
America in Congress assembled, That {a.) 
effective on the date of the enactment of 
this Act, there is hereby vested in the United 
States all right, title, and interest in, and 
the right to immediate possession of, all of 
the following described lands and lmprove
ment.s comprising that area within the Dis
trict of Columbia which ls generally bounded 
on the north by K Street, on the east by 
Rock Creek, on the south by the Potomac 
River, and on the west by a line four hundred 
feet west of Key Bridge. 

(b) Such area shall be administered by 
the Secretary of the Interior in a manner 
so as to assure the preservation and protec
tion of the Potomac River shoreline a.nd !or 
recrea.tional and other compatible purposes. 
The Secretary shall promulgate such regu
lations as may be necessary to carry out the 
provisions of this Act. 

(c) Any aotion against the United States 
!or the recovery of just compensation for 
the lands and improvements herein taken by 
the United States shall be brought in the 
United States district court for the district 
where the land ls located without regard 
to the amount claimed. Just compensation 
shall be determined as of July 12, 1979. The 
United States may initlatP. proceedings at 
any time seeking a determination of just 
compensation in the district court in the 
manner provided by sections 1358 and 1403 
of title 28, United States Code, and may 
deposit in the registry of the court the es
timated just compensation, or a part there
of, in accordance with the procedure gen
erally described by section 258a of title 40, 
United States Code. Interest shall not be 
allowed on such amounts as shall have been 
paid into the court. In the event that the 
Secretary determines that the fee simple 
title to any property (real or personal) taken 
under this section ls not necessary !or the 
pU1"poses of this Act, he may revest title to 
such property subject to such reservations, 
terms, a.nd conditions, if any, as he deems 
appropriate to carry out the purposes of this 
Act, and may compensate the former owner 
for no more than the !air market value of 
the rights so reserved, except that the Sec
retary may not revest title to any property 
!or which just compensation has been paid. 

Sec. 2. There are authorized to be appro
priated such sums as may be necessary to 
carry out the provisions of this Act.e 

By Mr. INOUYE: 
S. 1496. A bill to amend the Interstate 

Commerce Act to provide for more etfec
tive regulation of carriers, and for other 
purposes; to the Committee on Com
merce, Science, and Transportation. 

S.1497. A bill to amend title 49, United 
States Code, transportation to encour
age motor carrier efficiency and to pro
vide for more etfective regulation of car
riers, and for other purposes; to the 
Committee on Commerce, Science, and 
Transportation. 

MOTOR CARRIER REGULATION 

• Mr. INOUYE. Mr. President, today I 
am introducing legislation designed to 
make specific reforms in the Nation's 
motor carrier transportation regulatory 
system. While motor carrier regulation 
has served the Nation well, the time has 
come for a serious review of the regula-
tory structure with a view toward insti
tuting changes that will update the sys
tem. 

Decisions on this matter ought not to 
be made until all the proposals are con
sidered and all the ramifications of their 
enactment are explored. It is in this 
spirit that I am introducing two bills 
representing the positions of the truck
ing industry and the Teamsters Union re
spectively. And, while I have not made 
my decision on the issues involved, I 
believe both bills merit very serious con
sideration. 

The bill developed by the American 
Trucking Associations, Inc., was devel
oped after several years of negotiations 
between member motor carriers, the 51 
ATA affiliated State associations, and the 
13 affiliated ATA conferences which com
prise the organization. The bill devel
oped by the International Brotherhood 
of Teamsters is also the product of an 
equally arduous process. Both bills con
tain provisions on collective ratemaking, 
rate bureaus, entry regulation, and other 
important issues. They are more similar 
than ditferent. In fact, some of the pro
visions are identical. There are, how
ever, some ditferences--.most notably on 
the issues of hauling by private and con
tract carriers. 

Substantive reforms are proposed in 
ratemaking; for example, both bills 
would allow carriers to raise or lower 
rates by 7 percent annually without sus
pension by the Interstate Commerce 
Commission. In the area of collective 
ratemaking, new provisions would reform 
the voting process within rate bureaus, 
and add to the law provisions guaran
teeing the right of any carrier to set its 
rates independent of the rate bureau's 
without interference by the rate bureau. 
Concerning entry controls, the degree of 
competition and fuel efficiency would 
become major factors in granting certif
icates, and frivolous carrier protests 
would be prohibited. Many other sub
stantive proposals are included in these 
detailed bills. 

I congratulate the IBT and the ATA 
for developing these proposals. Both bills 
merit a close look by the Congress. In
troduction today assures that. 

I ask my colleagues to review these 
proposals, as I will, before deciding what 
reforms are necessary.• 

By Mr. MATSUNAGA: 
S. 1498. A bill to amend title II of the 

Social Security Act to provide an alterna
tive retirement test for certain individ
uals receiving self-employment income 
substantially attributable to their activi
ties in a preceding taxable year; to the 
Committee on Finance. 
• Mr. MATSUNAGA. Mr. President, to
day I am introducing a bill to correct an 
anomalous situation which occurs in 
applying the social security retirement 
test to formerly self-employed persons 
such as retired farmers, independent in
surance salesmen, and business partners. 
The bill addresses an unintended prob
lem resulting from the Social Security 
Amendments of 1977. 

Prior to the 1977 amendments, social 
security benefits were payable to any 
retired person in full for any month in 
which that individual did no substantial 
work, regardless of the recipient's annual 

earnings. This made it possible for an 
individual to receive earned income in 
1 month and still be eligible for social 
security benefits in the other ll months. 

As a result of a Senate floor amend
ment, the 1977 social security legislation 
mandated a change from a monthly re
tirement test to an annual test for 
earned income. This annuci.l test sought 
to end various abuses occurring under 
the old test and to determine when a 
person is actually retired. 

At that time, however, we overlooked 
the problem of the self-employed per
son who, after retirement, received com
pensation for work previously per
formed. For example, a retired fa1mer 
might receive payment for his past 
year's work, or a retired insurance sales
man might receive commission pay
ments for policies sold in the previous 
year. However, the retired farmer and 
the retired insurance salesman may well 
find themselves disqualified from any 
social security benefits, because of the 
annual earnings test. This adverse ef
fect was not intended by the Congress. 

The problem, arises, because the social 
security program considers income from 
self-employment to have been earned in 
the year in which it is received, even if 
the income resulted from service per
formed in prior years. Consequently, pre
viously self-employed persons who are 
actually retired can be disqualified for 
social security benefits, if they receive 
continuing payments for services ren
dered in prior years. By contrast, an em
ployee's wage is considered to be earned 
income for retirement test purposes only 
in the year in which the work is actually 
performed. 

It should be stressed that the social 
security program benefits are payable 
not on the basis of need as measured by 
an income test but as a matter of social 
insurance payable in relation to prior 
earnings upon the individual's retire
ment. The annual earnings test seeks 
to determine whether retirement has 
actually occurred. However, the test does 
not work fairly for self-employed in
dividuals. It is inappropriate to apply 
the earnings test to strip people of social 
security benefits even when they have 
completely retired but continue to re
ceive the fruits of their earlier labors. 
The real test as to whether someone is 
retired should depend upon a person's 
activity-whether he continues to per
form self-employment services. The test 
should be based on when the work is 
performed, not on when payment is re
ceived. In the case of retired farmers, 
insurance salesmen, and others, pay
ments for past services continue over 
a period stretching into postretirement 
years. 

In the last session of Congress, the 
Sena·te Finance Committee unanimous
ly approved a measure for farmers and 
insurance salesmen similar to the one 
I am proposing today. The committee in
cluded the provision as part of H.R. 
12380, and the bill as amended passed 
the Senate. Unfortunately, 1n the great 
rush at the end of the session, the 
House-Senate conference committee 
never met, and the measure died. The 
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bill I am presenting today will com
plete the job started in the last session. 

My bill is broader in scope than pre
viously introduced measures; it applies 
not just to farmers or to insurance sales
men, but to all persons who are similarly 
situated. The strict requirements of my 
bill allow the exclusion to be claimed 
only under the fallowing conditions: 
First, at least 50 percent of the individ
ual's self-employment earnings for the 
year would have to be of the type at
tributable to prior-year services .. Second, 
the individual would have to be willing 
to accept a complete loss of benefits for 
any month of the year in which he does, 
in fact, engage in substanital work activ
ity. Lastly, the annual benefits total 
would have to be increased even after 
one or more months of benefits are lost, 
because of substantial work activity. 
These safeguards will insure that abuse 
does not occur as it did prior to the 
amendments. 

My bill seeks to treat retired persons 
who were self-employed in an equitable 
manner, consistent with the goals and 
policy of the social security program. It 
should be noted that the senate did, in 
fact, approve an earlier version of this 
legislation. For the reasons stated and 
to meet the urgent need of those affected 
by the present restrictions, I urge quick 
Senate action on this measure. 

Mr. President, I ask unanimous con
sent that the text of my bill be printed 
in the RECORD. 

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

s. 1498 
Be it enacted by the Senate ana House 

of Representatives of the Untted States of 
America in Congress assembled, That (a) 
section 203(f) (5) of the Social Security Act 
ls amended-

(1) in subparagraph (B) (1), by striking 
out "shall be determined" and inserting in 
lieu thereof "shall (subject to subparagraph 
(E)) be determined", and 

(2) by adding after subparagraph (D) the 
following new subparagraph: 

"(E) (1) 11, of the total of an individual's 
net earnings from self-employment for any 
taxable year, an amount equal to at least 
50 per centum thereof 1s substantially at
tributable to such individual's engagement 
in self-employment for a period prior to such 
year, such amount shall be excluded 1n de
termining, for purposes of this subsection, 
the total of such individual's net earnings 
from self-employment for such year. 

"(11) 11, during any month of a taxable 
year with respect to which an amount 1s 
excluded pursuant to clause (1) from an in
dividual's net earnings from self-employ
ment, such individual-

.. (I) renders substantial services with re
spect to a trade or business the net income 
or loss of which ls 1ncludible in computing 
(as provided 1n paragraph ( 5) of this sub
section, but without regard to this subpara
graph) his net earnings or net loss from 
self-employment for such taxable year, or 

"(II) renders services for wages (deter
mined as provided in the preceding provi
sions of this paragraph) of more than the 
applicable exempt amount as determined 
under paragraph (8), 
such individual shall, for purposes of sub
section ( c) be deemed to be charged with 
excess earnings for such month-

" (III) 1n case such individual is entitled 
to benefits for such month under a provi
sion o! section 202 other than subsection (a) 

thereof, equal to such individual's benefit 
or benefits under such section for such 
month, or 

"(IV) in case such individual is entitled 
to old-age insurance benefits under section 
202(a) for such month, equal to such indi
vidual's old-age insurance benefit for such 
month plus the monthly benefits for such 
month or all other persons under section 
202 based on such individual's wages and 
self-employment income. 
Amounts of excess earnings for which an 
individual is deemed to be charged tor any 
month under this clause shall not operate 
to reduce the total of the excess earnings 
for which he is chargeable under this sec
tion e.s determined without regard to this 
subparagraph. 

"(111) The provisions of this subparagraph 
shall not be applicable, 1n the case of any 
individual for any taxable year, 1! the appli
cation of suCh provisions would result in 
the aggregate of the deductions under sub
section (c), on account of excess earnings 
with which such individual ls charged or 
deemed to be charged, being greater than 
would have been the case without the appli
cation of such provisions.". 

(b) The amendments made by subsection 
(a) shall be applicable, in the case of any 
individual, only in the case or taxable years 
of such individual which begin after the 
date of enactment of this Act.e 

By Mr. ROTH: 
S. 1499. A bill to promote and encour

age the formation and utilization of ex
port trade associations, and for other 
purposes; to the Committee on Banking, 
Housing, and Urban Affairs. 

EXPORT TRADE ACTIVITIES ACT 

•Mr. ROTH. Mr. President, I am in
troducing the Export Trade Activities 
Act which replaces the Webb-Pomerene 
Act. This bill increases the effectiveness 
of export trade associations while ade
quately protecting nonassociation mem
bers. This bill is only one of many steps 
I believe necessary to restore the U.S. 
competitiveness in the world markets. 

The U.S. share of world markets has 
dropped from 18 percent in the early 
1960's to less than 12 percent today. Our 
export of manufactured goods has been 
declining in recent years. Between 1975 
and 1978, the U.S. trade account in 
manufactured goods dropped from about 
a $20 billion surplus to a $5.8 billion de
ficit. The massive trade deficits of the 
past few years have caused unemploy
ment, have increased inflationary pres
sures and have contributed to the erosion 
of the dollar. 

The Webb-Pomerene Act was enacted 
in 1918 to allow producers of goods to 
join together to export without fear of 
antitrust or anticompetitive action pro
vided the association's actions do not ad
versely affect its domestic trade. It was 
the intent of Congress that American ex
porters could combine to meet the ag
gressive competition of powerful foreign 
competitors. 

There was a need for the Webb-Pom
erene Act in 1918, and today there is a 
need to improve and update it. Govern
ment sponsored or controlled exporting 
activities of other countries are still 
prevalent. Webb-Pomerene associations 
have never been as effective as hoped. 
Although they were more widely used 
at one time, today they account for less 
than 2 percent of the total U.S. exports. 

Given our trade problems, we must try 
to increase the effectiveness of our trad
ing vehicles. 

Export trade associations should be 
more effective under this bill because of 
three significant changes. First, the bill 
includes the exporting of services under 
the antitrust exemption. Second, the De
partment of Justice's ability to bring an 
antitrust action has been curtailed. This 
will assuage the reluctance of producers 
to join together to export. Third, an 
individual injured by an association's 
unlawful activities is limited to suing for 
compensatory damages only. 

The Export Trade Activities Act would 
increase the eftectiveness of our export 
trade associations. We must encourage 
the exportation of our services and goods. 

Mr. President, I am under no delusion 
that the Export Trade Activities Act is 
the elixir to our trade problems. How
ever, it should enable our producers to 
more ably compete with their foreign 
competitors for world markets. 

Mr. President, I ask unanimous con
sent that the text of the bill and section
by-section explanation of the bill be 
printed in the RECORD. 

There being no objection, the bill and 
analysis were ordered to be printed in 
the RECORD, as follows: 

s. 1499 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 
SECTION 1. SHORT 'TITLE. 

This Act may be cited as the "Export 
Trade Activities Act". 
SEC. 2. FINDINGS; DECLARATION OF PURPOSE. 

(a) FINomGs.-The Congress finds and de
clares that--

( 1) exports account for one out of ev~ry 
six jobs in the manufacturing sector and 8 
percent of the gross national product of the 
United States; 

(2) every blllion dollars in new exports 1s 
estimated to provide 40,000 jobs, $2,000,000,-
000 in national income, and $400,000,000 in 
government revenue; 

(3) there is increasingly fierce competition 
to American goods and services in interna
tional markets; 

( 4) the abillty to pool resources and ex
pertise would help equalize the b&.t"gaining 
position of American businesses in interna
tional transactions, particularly of small- and 
medium-sized businesses; and 

( 5) the existing legislation involving ex
port trade associations ls outdated and needs 
to be changed to make export trade associ
ations more useful. 

(b) PuRPosE.-lt ls the purpose of this Act 
encourage and promote the formation of ex
port trade associations, and to enable busi
nesses to share the costs of export trade. The 
Federal Trade Commission shall consider and 
process applications submitted under section 
6 as expeditiously as possible. The Secretary 
of Commerce shall take appropriate meas
ures to encourage the establishment and use 
of such associations. 
SEC. 3. DEFINrrIONS. 

As used in this Act-
( 1) EXPORT TRADE.-The ter'll "export 

trade" means trade or commerce in goods. 
wares, merchandise, or services exported, or 
in the course of being exported, from the 
United States to any foreign nation, but does 
not include-

(A) trade or commerce in any such goods, 
products, or merchandise subsequently im
ported into the United States for sale for 
consumption or resale, without regard to 
whether they are imported in the same con-
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dition as when they were exported from 
the United States or in a changed condition 
by reason o! remanu!acture or otherwise, or 

(B) trade or commerce in patents, licenses, 
trade secrets, or technology (except to the 
extent that technology ls incidental to the 
sale o! such goods, products, merchandise, or 
services). 

(2) EXPORT TRADE ACTIVITIES.-The term 
"export trade activities" includes any activi
ties or agreements which are incidental to 
export trade. . 

(3) UNITED STATES.-The term "United 
States" means the several States o! the 
United States, the District o! Columbia, the 
Commonwealth o! Puerto Rico, the Virgin 
Islands, American Samoa, Guam, and the 
Trust Territory o! the Pacific Islands. 

(4) AssOCIATION.-The term "association" 
means any combination, by contract or other 
arrangement, of persons who are citizens of 
the United States. partnerships which are 
created under and exist pursuant to the laws 
of any State or of the United States, or 
corporations which are created under and 
exist pursuant to the laws of any State or 
of the United States. 

(5) ANTITRUST LAws.-The term "antitrust 
laws" means the antitrust laws defined in 
the first section of the Clayton Act ( 15 U.S.C. 
12) and section 4 of the Federal Trade Com
mission Act (15 U.S.C. 44), any other law of 
the United States in pari materia with those 
laws, and any State antitrust or unfair com
petition law. 

(6) CoMMISSION.-The term "Commission" 
means Federal Trade Commission. 

(7) CHAmMAN.-The term "Chairman" 
means the Chairman of the Federal Trade 
Commission. 

(8) ATTORNEY GENERAL.-The term "Attor
ney General" means the Attorney General of 
the United States. 
SEC. 4. ANTITRUST EXEMPTION. 

An association certified under section 6 
of this Act, entered into for the sole purpose 
of engaging in export trade, and engaged in 
export trade activities, and its members, are 
exempt from the application of the antitrust 
laws except to the extent that the existence 
of the association, or the activities in which 
it and its members are engaged, result in-

( 1) restraint of trade within the United 
States, 

(2) a substantial decrease in competition 
within the United States, or 

(3) a substantial restraint of the export 
trade of any domestic competitor. 
SEC. 5. ENFORCEMENT. 

(a) ExCLUSIVE JURISDICTION OF COMMIS
SION.-The Commission shall have exclusive 
jurlsdicti9n to determine whether an associa
tion certified under section 6-

( l) has failed to comply With the terms and 
conditions of its certification, or 

(2) has taken any action which ls incon
sistent with the requirements of section 4. 

(b) DETERMINATIONS.-The COmmlssion 
shall make a determination under subsection 
(a) after an investigation commenced after 
receipt of a complaint, filed with it at such 
time and in such manner as it Ina.Y require, 
or upon its own motion, and after notice 
to the association and an opportunity for a 
hearing on the record. 

(c) REMEDIES.-!! the detennlnaticn of the 
Commission under subsection (a) ls affirma
tive, then it may-

( 1) in the case of an affirmative determina
tion under subsection (a) (1)-

(A) require the association to file an 
amended application for certification under 
section 6(c), 

(B) require the association to modify its 
organization or operations, 

(C) revoke, in whole or in part, the certifi
cation of the association, or 

(D) refer .the matter to the Attorney Gen
eral for prosecution under the antitrust laws, 
or 
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(2) in the case of an affirmative determina
tion under subsection (a) (2)-

(A) require the ass:;ciation to modify its 
organization or operations, or 

(B) revoke, in whole or in part, the certi
fication of the association. 

(d) Civil Actions by Injured Parties.-
( l) STANDING REQUlREMENT.-No person 

sha.11 have standing to bring an action against 
an association certified under secticn 6 !or 
injuries arising out of the export trade ac
tivities of that association unless-

( A) the Commission has made an affirma
tive determination under subsection (a) 
with respect to the activities of the associa
tion to which the action relates, and 

(B) those activities have, as a purpose c-r 
as a primary effect, a result descril::ed in sec
tion 4. 

(2) LIMITATION ON DAMAGES.-Notwith
standlng any other provision of law to the 
contrary, damages in excess of the amount 
necessary to compensate the injured party for 
losses suffered Ina.Y not be awarc!ed in any 
action brought against an associaticn certi
fied under section 6 for injuries arising out 
of its export trade activities. 
SEC. 6. CERTIFICA'IION. 

(a) APPLICATION.-ln order to become 
certified as an association engaged solely in 
export trade, a person shall file with the Fed
eral Trade Commission a written application 
for cert1tlcatlon setting forth the following: 

( 1) The name of the association. 
(2) The location of the association's of

fices or places of business in the United States 
and abroad. 

( 3) The names and addresses of the as
sociation's officers, stockholders, and mem
bers. 

( 4) A copy of the certificate or articles cf 
incorporate and bylaws, if the association is 
a corporation; or a copy of the articles or 
contract ot associations, 1! the asssoclation 
is unincorporated. 

( 5) A description of the goods, wares, mer
chandise. or services which the asscciatlon 
or its members export or propose to export. 

(6) The methods by which the association 
conducts or proposes to conduct export trade 
in the described goods, wares, merchandise, 
or services, including, but not limited to, any 
agreements to sell exclusively to or through 
the association, any agreements with foreign 
persons who Ina.Y act as joint selling agents, 
any agreements to acquire a foreign selling 
agent, any agreements for pooling tangible 
er intangible property or resources, or any 
territorial, price-maintenance, membership, 
or other restrictions to be imposed upon 
members of the associatior.... 

(7) The names of all countries where ex
port trade in the described goods, wares, 
merchandise, or services is conducted or pro
posed to be conducted by or through the as
sociation. 

(8) Any other information which the 
Commh:slon may request concerning the 
organization, operation, Ina.nagement, or 
finances of the association; the relation of 
the association to other associations, corp
orations, partnerships, and individuals; and 
competition or potential competition, and 
effects of the association thereon. The Com
mission may not request information under 
this paragraph which is not reasonably 
available to the person making application 
or which is not necessary for certification of 
the prospective association. 

(b) ISSUANCE OF CERTIFICATE.-Based upon 
the information obtained from the applica
tion, the Commission shall certify an as
sociation within 90 days after receiving the 
association's application for cert1tlcation if 
the Commission determines that the associa
tion and its members and the proposed ex
port trade activities meet the requirements 
of section 4 of this Act. The cert1tlcation 
ma.y be issued subject to such terms and 
conditions as the Comm1ssion determines to 

be appropriate to ensure that the association 
and its activities meet the requirements for 
certification during the period for which the 
certification is in effect, and that all mem
bers of the association are treated equitably. 

(c) MATERIAL CHANGES IN CmcuMSTANCEs; 
AMENDMENT OP APPLICATION.-

( l) VOIDING OP CERTIFICATION.-Whenever 
there is a material change in-

( A) the domestic and international con
ditions, circumstances, and factors which 
make an association useful !or the purpose 
of promoting the export trade of its goods, 
wares, merchandise, or services, or 

(B) the association's membership, export 
trade, export trade activities, or methods of 
operation which would ca.use the association 
to fail to meet a.ny requirement of section 4, 
then the association shall apply to the 
Commission for an amendment of its 
certification. 

(2) AMENDMENT OF APPLICATION.-The re
quest for amendment shall be filed within 
30 days after the date of the material 
change and shall set forth the requested 
amendment of the application and the rea
sons for the requested amendment. Any re
quest for the amendment of a.n application 
shall be treated in the same manner as an 
original application for certification. If the 
request ts tiled within 30 days after the 
material cha.nge which requires the amend
ment, a.nd if the requested amendment is 
approved, then there shall be no interrup
tion in the period for which cert1tlcation la 
in effect. 

(3) AMENDMENT UPON RECOMMENDATION OJ' 
COMMISSION .-After notice to the associa
tion involved and the opportunity for a hear
ing on the record, the Commission may, on 
its own initiative, or upon the recommen
dation of the Attorney General or any other 
person-

( A) require that an association's certifi
cation be amended, 

(B) require that the organization or oper
ation of the asscciation be modified to cor
respond with the association's certification, 
or 

( C) revoke, in whole or in pa.rt, the certi
fication of the association upon a finding 
that the association, its members, or its 
export trade activities do not meet the re
quirements of section 4 of this Act. 
SEC. 7. GUIDELINES. 

(a) INITIAL PROPOSED GumELINES.-'lbe 
Commission and the Attorney General shall 
publish proposed guidelines for purposes of 
detennlnin.g whether an assoc1a.t1on, its 
members, and its export trade activities 
meet the requirements of section 4 of this 
Act. 

(b) PERIODIC REVISION.-After puolication 
of the guidelines, the commission and the 
Attorney General shall meet periodically to 
revise the guidelines as needed. 
SEC. 8. CERUFICATION FOR EJasTING Asso

CIATIONS. 
The commission shall certify any export 

trade association registered with the Federal 
Trade COmmls.sion as of the date of enact
ment of this Act 1! such association, within 
180 days after that date, files with the Com
mission an application for certification as 
provided for in section 6 of this Act, unless 
such application shows on its face that the 
association ls not eligible for certification 
under this Act. If the application submitted 
by such an association shows on its !ace 
that the association is not eligible for cer
t1tlcation under this Act, its registration 
under the Webb-Pomerene Act shall cease 
to be effective 30 days after the date on 
which the Commission notifies the associa
tion of its determination of 1nel1gib111ty. 
SEC. 9. REVIEW OF DETERMINATION. 

Whenever the Commission makes a. deter
mination under this Act with respect to an 
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application tor certification, the amendment, 
modification, or revocation ot a certlftca
tion, or the modlftcation of the organization 
or operation of an export trade association, 
it shall-

( 1) nol.lfy the association ot its determina
tion an i the reasons tor its determination, 
and 

(2) upon request made by the associa
tion, aJ'ord the association an opportunity 
for a hearing. 
Sze. 10 .. \NNUAL REPORTS. 

Every certlfted association shall submit an 
annual report to the Commission on Janu
ary 2 of ea.ch year, in such form as it ma.y 
require, setting forth the information de
scribed by section 6(a) of this Act. 
SEC. 11. MODIFICATION OF AssocIATION To 

COMPLY WITH UNITED STATES OB
LIGATIONS. 

At s·1ch time as the United States under
takes international obligations by treaty or 
statute, to the extent that the operations of 
any export trade association, certified un
der this Act are inconsistent with such in
ternational obligations, the Commission or 
Attorney General may require such associa
tion to mod1!y its operations so as to be con
sistent with such international obligations. 
SEC. 12. REGULATIONS. 

The Commission, in consultation with the 
Attorn~y General, shall promulgate such 
rules nnd regulations as may be necessary 
to carry out the purposes of this Act. 
SEC. 13. REPEAL OF WEBB-POMERENE ACT. 

The Webb-Pomerene Act (15 u.s.c. 61-66) 
is repealed as of the 90th day after the date 
of enactment of this Act. 

SECTION-BY-SECTION EXPLANATION 

Section 1. Short Title: Export Trade Ac
tivities Act. 

Section 2. Findings: Declaration of Pur
pose. 

This section sets forth the findings and 
declaration of purpose. 

Section 3. Definitions. 
This section defines the pertinent terms. 

The term "export trade" includes both goods 
and services exported from the United States, 
but does not include trade in goods which 
are subsequently imported back into the 
United States nor trade in patents, licenses, 
trade secrets or technology. The term "ex
port trade activities" includes any activities 
or agreements which are incidental to export 
trade. The term "United States" ls specifi
cally defined. The term "a.ssociat!on" means 
any combination, by contract, or other ar
rangement, of persons who are citizens of 
the United States, partnerships which are 
created under and exist pursuant to the laws 
of a.ny state of the United States, or corpo
rations which are created under and exist 
pursuant to the laws of any State or of the 
Unlted States. The term "antitrust laws" in
cludes all antitrust laws of any state or of 
the United States. 

Section 4. Antitrust Exemption. 
This section provides that a certlfted as

soclntlon is exempt from the application of 
the Antitrust laws provided that the asso
ciation or its export trade activities do not 
result ( 1) in restraint of trade within the 
United States (2) in a substantial decrease 
in competition within the United States or 
(3) in a substantial restraint of the export 
trade of any domestic competitor. 

Section 5. Enforcement. 
This section grants to the Federal Trade 

Commission the exclusive jurisdiction to de
termine whether a certified association has 
falled to comply with the terms a.nd condi
tions of its certification or whether its ac
tions or agreements have been inconsistent 
with the requirements or Section 4. Such an 
investigation can be ln response to a prop
erly filed complaint or it can be initiated by 
the Federal Trade Commission. 

If it ls determined that the association has 
failed to comply with the terms and condi
tions of its certification then the Commis
sion can: 

(1) require the assooiation to file an 
amended application for certification; 

(2) require the association to modify its 
organization or operations; 

(3) revoke, in whole or in part, the certi
fication of the association; or 

(4) refer the matter to the Department 
of Justice. 

If it is determined that the association's 
actions have become inconsistent with the 
standards of Section 4 although in conform
ance with its registration, then the Com
mission can (1) require the association to 
modify its organization or operations or (2) 
revoke, in whole or in part, the certification 
of the association. 

No person can bring an action against a 
certified association unless the Commission 
has determined that the association has 
failed to comply with the terms and condi
tions of its certification and its activities 
have become inconsistent with the require
ments of Section 4, and in no case shall the 
damages be more than compensatory. 

Section 6. Certification. 
This section sets forth the procedure for 

certifying an association. It lists the required 
information to be filed with the FTC, most 
notable are the descriptions of the goods or 
services to be exported, the methods by 
which the association proposes to conduct its 
export trade, and any other needed informa
tion that is reasonably available. 

Within ninety days af.ter receipt of the 
association 's application, it shall be regis
tered subject to the terms and conditions 
established by the Commission as long as the 
proposed export activities meet the require
ments o! Section 4. 

It there is a material change in circum
stances, the association shall apply to the 
Commission for an amendment to its certi
fication within thirty days o! the material 
change. It the request tor the amendment ts 
approved, there shall be no interruption in 
the period of certification. 

After an opportunity !or a hearing on the 
record for the association, the FTC may re
quire that the association's certification be 
amended, order that the organization or 
operation of the association be modified to 
correspond with the association's certifica
tion, or it may revoke, in whole or in part, 
the certification of the association upon a 
finding that the association, its members or 
its export trade activities do not meet the 
requirements of Section 4. 

Section 7. Guidelines. 
This section requires the FTC and the 

Department ot Justice to publish proposed 
~dellnes for the purposes o! determining 
whether an association, its members, and 
1t.s export trade activities, meet the require
mellits o! Section 4. These guidelines shall 
be periodically revised. 

Section 8. Certification For Existing As
socta tlons. 

This section allows an existing assoclation 
180 days after the enactment of this blll to 
file with the Commission to continue its 
immunity from the antitrust laws. The as
sociation shall be registered unless the ap
plication shows on its !ace that the associa
tion ts not ellgible for certlficatton, in which 
case SO days after the assoclatlon becomes 
aware of the FTC's decision any immunity 
for future conduct shall cease. 

Section 9. Review of Determtnattons. 
This section provides that whenever the 

Commission makes a determination under 
this Act affecting the certification ot the 
association, it shall notify the association 
ot its determination and the reasons !or its 
determination and afford the association an 
opportunity !or a hearing. 

Section 10. Annual Reports. 
Thia section requires the certified asso

ciation shall submit an annual report to the 

Commission on Ja.nuary 2 setting !orth the 
information llsted in Section 6. 

Section 11. Modification o! Association To 
Comply With The United States Obllgatlcm.s. 

This section authorizes the FTC and the 
Department of Justice to modity its opera
tion so as to be consistent with future in
ternational obligations of the United States 
set by treaty or statute. 

Section 12. Regulations. 
The Commission in consultation with the 

Attorney General shall promulgate such 
rules a.nd regulations as may be necessary 
to carry out the purposes of this Act. 

Section 13. Repeal o! Webb-Pomerene Act. 
This section repeals the Webb-Pomerene 

Act 90 days a!ter the enactment o! this Act.e 

By Mr. BENTSEN: 
S. 1500. A bill to amend the Federal 

Rules of Criminal Procedure to provide 
certain sentencing requirements in any 
case in which a person commits a felony 
while admitted to bail; to the Committee 
on the Judiciary. 

S. 1501. A bill to prohibit the pretrial 
release of any person charged with an 
act of aggravated terrorism; to the Com
mittee on the Judiciary. 

BAIL REFORM LEGISLATION 

•Mr. BENTSEN. Mr. President, in the 
wake of recent crime statistics showing a 
17-percent increase in violent crime, it is 
appropriate to take a few moments to 
consider what I believe is the new realism 
in crime control, and how that new real
ism can enable our Nation to respond to 
this important problem. 

Today I will introduce legislation to 
reform Federal bail laws, and call on the 
Senate Judiciary Committee to consider 
major reforms and to hold hearings that 
can help focus a national debate and 
analysis of this difficult and complex 
topic. I believe we can reform our crim
inal law in a manner that can increase 
the odds that society will be protected 
from dangerous criminals, and we can 
make the administration of justice more 
fair and effective. 

The problem of bail is just one of a 
number of serious issues that must be 
faced if we are to move closer toward a 
just and safe society. The criminal Jus
tice system is overworked and under
staffed. Courts are clogged, prosecutors 
strapped, prisons jammed, and the crim
inals know it. Indeterminate sentencing 
often provides neither certainty nor fair
ness of punishment. Career criminals 
careen through revolving doors and 
emerge on the streets where they con
tinue their violent habits. Inadequate 
and sometimes brutal prisons serve 
neither society nor justice nor the of
fender. Bail laws often allow some of the 
most dangerous criminals to commit ad
ditional crimes as they await trial for 
previous offenses. 

Today I introduce legislation that will 
bring the new realism on crime control 
to bail reform. These are modest pro
posals that can begin a movement toward 
wider reform. 

The first bill would provide Increased 
punishment for persons convict.eel of 
felonies committed while they were on 
bail for previous crimes. The second wlll 
allow judges to detain offenders accused 
of terrorist violence where such persons 
pose a serious danger to community 
safety. I call on the Judiciary Committee 
to conduct hearings on the general ata-
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tus of bail laws, to determine how we 
can best reduce the amount of violent 
crimes in this country while maintain
ing the basic protections guaranteed by 
the Constitution. 

I want to commend the recent remarks 
by Senator KENNEDY, the distinguished 
chairman of the Senate Judiciary Com
mittee, before the National Governors 
Conference on Crime Control. I am in 
strong agreement with the general drift 
of his presentation, and with many of 
the specific proposals he mentions. He 
recognizes, correctly I believe, that we 
must do more to protect community 
safety, and that current bail laws simply 
fail to do an adequate job and, there
fore, allow many dangerous people to 
commit violent crimes that can be pre
vented. I have long advocated bail laws 
that would provide increased protection 
for the public, and while there may be 
some areas of difference, Senator KEN
NEDY' S speech is symptomatic of the 
kind of new consensus that is now pos
sible on the issues of crime control. At 
the outset, I ask unanimous consent that 
his speech be printed in the RECORD at 
the conclusion of my statement today. 

Mr. President, an analysis of the career 
criminal program in Dallas indicates 
that over 36 percent of the repeat of
f enders involved in that program were 
on bail for previous crimes at the time 
of their most recent arrests. The num
ber of crimes committed while on bail is 
somewhat less for the most part---per
haps 15 to 20 percent, but the far higher 
number for violent career criminals 
demonstrates the need for reform in a 
clear and decisive manner. 

The first bill I introduce today will 
mandate consecutive sentences for per
sons convicted of felonies while on bail 
for previous crimes. Under current law, 
judges often give concurrent sentences 
for these crimes. Since the sentences 
then run together, there may be no ad
ditional punishment for the second of
fense, and in effect, the criminal receives 
two crimes for the price of one. 

I have long advocated major sen
tencing reforms, changes that would 
bring uniformity to sentencing by allow
ing sentences to vary with the serious
ness of the offense and the criminal his
tory of the defendant. In any rational 
scheme of sentencing, crimes committed 
while on bail should be treated severely. 
The bill I introduce today incorporates 
this notion. It increases the price. To 
some degree, it will increase the deter
rence to the criminal, and the assur
ance to society that he will be punished 
with a sentence he deserves. 

The second bill will allow judges to 
detain persons accused of terrorist vio
lence if he finds, assessing the informa
tion before him, that a major threat 
would be posed to the community by 
the person's release. Under current law 
these people could be released if they 
were likely to show up for trial even 
if they had committed the most ~cious 
crimes and even if they pose a severe 
threat to public safety. 

I first introduced this bill in the wake 
of the Hanafi kidnap murder case where 
the persons involved were releas'ed be-

fore the funeral of the victim, before 
all of the hostages had been returned 
home. I understand the limits of the 
community safety standard, but I also 
deplore the senselessness of releasing 
violent terrorists in the midst of their 
self-declared war against society. 

I would hope that the Senate Judiciary 
Committee can carefully evaluate my 
bills and the general question of bail re
form. Surely we can do much more to 
protect our citizens. Surely there is con
siderable room for improvement. Surely 
we can reduce the number of violent and 
even deadly crimes committed by dan
gerous people who continue their crim
inal careers while on bail for previous 
crimes. Surely we can somehow restrict 
this unregulated license to do violence, 
through limitations on release, through 
more rational consideration of who 
should and who should not be released, 
through more restrictions on those who 
are released, and through tougher sen
encing of those who commit additional 
crimes when they are released. 

Mr. President, this must be part of 
our overall effort to improve and reno
vate the Federal Criminal ~ode, to bring 
fairness and rationality to the criminal 
law in an effort to improve our system, 
and to restore public respect for it. This 
effort will take a broad consensus that 
can compromise in the pursuit of im
provements. It will take joint efforts by 
people with diverse views and interests, 
but it can be done, and I pledge to work 
hard as we seek to enact reforms to im
prove the criminal law. 

We need sentencing reforms to make 
punishment more certain and more fair, 
to bring uniformity to the system, to as
sure both society and the offender that 
the punishment will fit the crime. 

We need increased support for career 
criminal programs, which have helped to 
identify, prosecute, and imprison those 
repeatedly violent individuals who now 
spin their way through the revolving 
doors of justice. 

We need improved efforts against drug 
smuggling and organized crime. I have 
introduced legislation to close loopholes 
in currency smuggling laws, loopholes 
now used ·by major drug smugglers and 
organized crime to avoid apprehension 
and conviction. 

We need strict sentencing provisions 
for terrorists, and a more unified gov
ernmental program against terrorism. 

We need reform of the bail laws, along 
the lines that I have discussed today. 

I understand that this effort will be 
long and difficult, but I believe that it 
can be successful and that if it is, we will 
have performed a great service to the 
American people. 

I urge my colleagues to join in this 
new consensus, which can bring impor
tant changes and progress in our battle 
against crime. 

There being no objection, the address 
was ordered to be printed in the RECORD. 

as follows: 
ADDRESS OF SENATOR EDWARD M. KENNEDY 

I appreciate the opportunity to partici
pate in this important Conference and to 
join with the National Governors Confer
ence and the National Institute of Law En
forcement and Criminal Justice in discussing 

some of the current problems that affect the 
administration of criminal justice in our 
Nation. 

The Governors Conference has been a con
tinuing source of advice and assistance to 
Congress and the Nation. It was more than 
60 years ago that the Governors first con
vened in a collective effort to "influence the 
development and implementation of national 
policy and apply creative leadership to state 
problems." And that leadership has grown 
over the years. 

From your new headquarters in the Hall of 
States, you have offered valuable advice and 
assistance concerning the major issues that 
confront our Nation. Your Committee on 
Criminal Justice and Public Protection has 
been especially active in dealing with such 
important issues as criminal code revision, 
juvenile delinquency, organized crime, drug 
abuse, compensation for victims of crime and 
white collar crime. 

Your recommendations-especially in the 
area of reforming the Federal Law Enforce
ment Assistance Program-have been par
ticularly constructive and helpful. I owe a 
special thanks to the Chairman of the Com
mittee, Governor Hunt, for his assistance 
with the LEAA legislation that passed the 
Senate last week. And I look forward to 
working closely with you during the next 
few months as Congress completes final ac
tion on this comprehensive bill to reform 
and restructure LEAA and make it more re
sponsive to state and local needs. 

Crime is primarily a state and local prob
lem that will not be solved in Washington. 
The most appropriate federal role is to try 
to put our own house in order, and to en
courage the fifty states to experiment, to 
retain their historic individuality, and to 
seek innovative responses to the problem of 
crime control. Ultimately, the answers you 
produce are likely to be applicable to the 
Federal Government as well. 

And that is the purpose of this Confer
ence. Your workshops--on court congestion., 
prison overcrowding, sentencing reform, vio
lent juvenile crime and alternatives to in
carceration-are designed to encourage new 
approaches and develop more effective crimi
nal justice policy. 

The Nation is about to enter the decade 
of the 1980 's with its criminal justice sys
tem in disarray. We lack a consensus on pur
poses and methods. We are unsure of what 
works and what ought to be done. Priorities 
are confused and resources misallocated. 
And, meanwhile, our crime rates are the 
highest in the western world. If recent trends 
continue, at least three Americans in every 
hundred will be the victim of a violent crime 
during this year and one household out of 
every ten will be burglarized. 

When traveling around the Nation, I find 
that the problem of crime ranks alongside 
inflation and energy as the chief concerns of 
the American people. Crime is not confined 
to our urban ghettos: it stalks everyone, 
everywhere. The inner city resident refuses 
to open the door to anyone after nightfall. 
The suburban family's neighborhood stroll 
is a thing of the past. The farmer in the great 
plains locks his door to secure his family and 
property. The elderly couple wait for police 
escorts before venturing out to the local 
supermarket. · 

Nor is our preoccupation with crime a 
recent phenomenon. Criminal violence has 
debased the quality of life in America since 
the founding of the Republic. In one of the 
earliest speeches that brought him public 
attention, Abraham Lincoln spoke of "the 
increasing disregard for law that pervades 
the country." Over a century ago a Senate 
Committee investigating crime in the Dis
trict of Columbia lamented that "riot and 
bloodshed are of daily occurrence; innocent 
and unoffending persons are shot, stabbed, 
and otherwise shamefully maltreated, and 
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not infrequently the offender is not even ar
rested." And in 1893, one out of every eleven 
Chicago residents was arrested for some 
crime! 

Yet, Congress has done little about the 
problem in recent years. We have had com
mittee after committee involved in the issues 
of the economy and energy, but there wasn't 
much discussion about crime. Unsure of what 
could work, unconvinced that anything 
meaningful could be done, Congress quietly 
sidestepped the issue. 

This attitude is slowly beginning to 
change-a result in large part of the dedi
cated work of organi.zations like the Na
tional Governors Conference and LEAA. A 
few of the most important recent steps would 
include developments like these: 

A new Federal Criminal Code is closer to 
enactment than at any time in our Nation's 
history. The current federal criminal law, 
never before codified, is a random assembly 
of inconsistencies, a Tower of Babel, laced 
with ambiguities and archaic provisions. It 
constitutes a serious impediment to effective, 
fair law enforcement. 

Comprehensive criminal sentencing reform 
enjoys broad, bipartisan congressional sup
port. Sentencing today is a national scandal. 
There are no guidelines to aid judges and 
little appellate review of sentences. And we 
have an arbitrary, unfair parole system that 
deceives the public, the victim and the of
fender alike. 

A new Charter for the FBI is about to be 
introduced to define the permissible conduct 
of t he Bureau and proscribe the sort of 
abuses that occurred in the recent past. 

And, of course, there is the LEAA Reform 
bill, just adopted overwhelmingly by the Sen
ate, which will simplify the grant process, 
reduce waste, and target limited resources. 
We need LEAA: but we need a program that 
works for, not against the best interests of 
our local communities. 

These are all vital, constructive signs that 
Congress is beginning to shoulder new re
sponsibilities in the crucial areas of crime 
control and criminal justice. But we also 
need to deal effectively with significant chal
lenges in other important areas-such as 
gun control, the plague of juvenile violence, 
and white collar crime. And, Congress and 
the states must also turn their attention to 
the festering problem of ball. 

BAIL 

The public is rightly concerned about cur
rent bail practices. After more than a decade 
of experience with bail reform, it is appar
ent that the reform effort has serious :flaws. 
It has failed to deal effectively with the ;:>rob
lem of crimes committed by defendants re
leased on ball. With increasin g frequency, 
persons on bail are being arrested and 
charged with serious felonies-especially 
burglary, robbery, larceny and drug offenses. 
A recent study by the Institute of Ln.w and 
Social Research found that over fifteen per
cent of all persons arrested for crimes com
mitted in the District of Columbia. were on 
bail at the time. This arrest rate is over ten 
times the rate of arrest for the general popu
lation. 

And this is only the tip of the iceberg. In 
one study, sixty-five percent of the offend
ers arrested for auto theft and subsequently 
bailed were rearrested for anot her auto theft! 
The figures are forty percent for larceny, 
thirty-three percent for robbery and twenty
seven percent for burglary! 

Our current bail procedures are not work
ing. In particular, they pose an unnecessary 
threat to the safety of the community. :rt is 
time to recognize that these procedures need 
substantial revision, within the scope of what 
is permissible under the Constitution. 

Most federal and state bail statutes now 
specify that, in deciding whether to permit a 
suspect's release on ball, judges must con
sider only what ls necessary to secure the sus-

peat's appea-rance at trial. Flight is the only 
stated test. The law does not permit a judge 
to consider the defendant 's potential dan
gerousness to the community in reaching the 
bail decision. Bail is designed only to insure 
the presence of a defendant in court. Preven
tive detention-the jailing of people not for 
what they have done in the past, but for 
what they might do in the future-is con
trary to most existing bail statutes and of
fends the Bill of Rights. 

The 1966 Federal Bail Reform Act was en
acted with this principle in mind. I t at
tempted to narrow the dist inction between 
the rich and the poor by mandating a pre
sumption in favor of release for all those ar
rested. This presumption could be overcome; 
but it was designed to assure a more even
handed, non-discriminatory approach to bail 
and was premised on the belief that the poor 
were no more likely to flee the jurisdiction 
than the wealthy, who could afford to post 
high bail. 

A decade of experience has vindicated the 
assumption of the Bail Reform Act. Flight 
is not as serious a problem as some had pre
dicted. For example, in one major study of 
persons released on bail, less than four per
cent willfully failed to appear. There is no 
evidence that the poor-the prime benefi
ciaries of recent bail reform efforts-are more 
likely to :flee. 

Recent bail reforms at the state level con
firms this fact . Kentucky has replaced the 
traditional bail system-where the defendant 
pays a bail bondsman to secure release-with 
one that permits the defendant himself to 
post ten percent of the bond. The deposit is 
then returned to the defendant at the con
clusion of his case. Slmllar laws are also in 
place in :rmnois, Oregon and the City of 
Philadelphia . The advantage of this "de
fendant's option" system is twofold. First, the 
defendant himself as a financial incentive 
not to fiee. unlike the traditional system 
where the risk is on the bondsman once the 
bond is posted. Second, the defendant has no 
reason to commit additional crime on bail to 
pay the bondsman's bond. In Kentucky, re
cent statistics actually demonstrate a drop in 
the burglary rate attributed to the faot that 
some defendants are no longer committing 
crimes to pay the bonr'lsman. 

For the Nation as a. whole, however, the 
problem of crimes committed by persons on 
ball continues to be a critical one. Statistics 
show that the Ukellhood of a person com
mitting additional crimes while on ball is 
much higher than flight of the suspect. Al
though federal and state ball laws largely 
ignore this fact , the judges do not. Although 
they publicly deny it, many judges concede 
in private that they set high ball or jail a 
suspect because they feel the suspect ls 
dangerous and will commit another crime 
if released. In effect, they nulUfy the law. 
They jail offenders because of danger, while 
adopting the transparent pretext that the 
offenders pose a risk of flight. But this ap
proach is neither candid nor fair. Almost 
forty percent of the persons jailed in lieu of 
bail in the District of Columbia were deemed 
in one study to pose little risk of committing 
additional crimes if released! 

Another serious problem involves the 
sentencing of offenders convicted of crimes 
on bail. Today, if an offen:ier commits a 
second offense while on bail and ls later 
convicted of both offenses, he usually re
ceives a concurrent sentence. Public cyn
icism and frustration mount as the offender 
commits two crimes for the price of one. 
Meanwhile, court congestion and trial de
lay prevent speedy disposition of cases in
volving bailed persons, who roam local streets 
in no hurry for their cases to be called. 

Preventive detention-the simplistic re
sponse to the bail problem-ls not the 
answer. It is unsound as a matter of con
stitutional law, because it files in the !ace 

of the due process clause of the fifth and 
Fourteenth Amendments, and the prohibi
tion against excessive bail under the Eighth 
Amendment. Preventive detention is also 
unsound as a matter of public policy, be
cause it is based on the erroneous premise 
that accurate predictions of future danger 
can be made. 

We know that such predictions cannot be 
made when it comes to indeterminate sen
tencing or parole release. Bail is no different. 
One limited study of the District of Colum
bia's preventive detention law shows that 
only one out of twenty persons who could 
have been detained were actually rearrested 
for a dangerous or violent crime. Theoreti
cally, nineteen defendants who would not 
commit crime on bail could be detained in 
order to prevent one from committing a 
crime on ball. 

The experience of the District of Columbia 
proves that preventive detention doesn't 
work. The District has a preventive deten
tion statute; it also has one of the highest 
arrest rates in the Nation of persons on bail. 
Of some 1,500 cases in the District last year 
when preventive detention could have been 
used, it was actually invoked only thirty
six times. Prosecutors and judges alike are 
reluctant to use the statute, partly because 
of its detailed due process requirements and 
expedited hearing schedule. Nor is there any 
reason for them to use preventive detention. 
Prosecutors simply ask for high bail which 
the defendant cannot afford. The judges go 
along, and the result is the same-preven
tive detention in disguise. 

The goal of ball reform must not be to 
jail more defendants pending trial, but to 
develop a more rational policy for distin
guishing who should be released and on what 
conditions. A recent study by the Institute 
of Law and Social Research concludes that 
if bail procedures were more rational and 
fair, no more defendants would be jailed 
pending trial, yet a thirty percent decrease 
in the rate of crime comm! tted by persons 
on bail could be achieved. 

The challenge is to develop a bail policy 
that takes into account the legitimate con
cern of the public about community safety. 
Innovative and effective alternatives should 
be studied and tested in at least four areas: 

1. Restricted Bail: 
First, bail should not be an all-or-nothing 

decision. A range of stringent restrictions 
should be considered in cases where ball is 
granted. 

Under most current procedures, substan
tial money bail is the sole condition of re
lease. Yet, in too many cases it has the effect 
of assuring preventive detention. In my 
view, judges should be permitted to consid
er danger to the community, not in the ini
tial decision to grant bail , but in the subse
quent decision whether, once the defendant 
is released, additional restrictions should be 
imposed based on predictions of dangerous
ness. 

This power of the court to set ball release 
conditions based on the fact that a defend
ant poses a risk to the safety of the commu
nity bas no parallel in existing federal law. 
If such a consideration were permitted at 
the time of the initial bail decision it would 
constitute unacceptable preventive deten
tion. But once the defendant has been 
ordered released, a new balance can be 
struck. Although constitutional issues may 
be raised, they are much less substantial 
than those involved in preventive deten
tion. Once a defendant has been released, I 
believe that the community's safety can and 
should be legitimately considered, and that 
reasonable restrictions can be designed that 
fairly meet the requirements of the Consti
tution. 

Several types of conditions may be sug
gested-certainly. one condition would be 
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that the defendant will not commit a crime 
while on bail. Many other conditions can 
easily be suggested, depending on the facts 
of particular cases: 

The defendant will report to appropriate 
law enforcement agencies on a regular 
basis; 

That he will avoid all contact with wit
nesses; 

That he will avoid specific neighborhoods 
and personal associations; 

That he will not possess a weapon; 
That he will participate in a drug reha

bilitation program; or 
That he will seek employment. 
Indeed, in rare cases involving offenders 

perceived to be especially dangerous, release 
might be severely restricted by placing the 
defendant under severe custody restrictions. 

To some extent, such conditions are cur
rently found in existing statutes but they 
cannot be used effectively because they are 
not sufficiently related to risk of flight . By 
allowing the court to consider the risk of 
crime in setting conditions of bail release, 
judges will acquire an effective tool that is 
lacking today. The defendant's movements, 
associations and activities can be intensive
ly monitored and restricted. Prosecutors and 
judges can draft bail orders which limit the 
permissible conduct of the defendant. Re
stricted bail can have a significant impact 
in reducing danger to the community. Yet 
it does not suffer from the grave constitu
tional infirmities and arbitrariness of pre
ventive detention. 

2. Revocation of bail: 
Second, if a defendant is charged with an 

offense on bail, the court should make bet
ter use of the power to hold him in contempt. 
Today the contempt power is rarely used in 
this context; usually, the court deals with 
the new offense in isolation, and makes a 
new finding as to bail. The previous case is 
ignored. Often, the court is not even aware 
of the prior charge. If the defendant seems 
likely to appear for trial, bail may again be 
granted and the revolving door of crime 
takes yet another senseless spin. 

This must change. A defendant arrested 
on bail should be brought before the court 
which initially granted release. That court 
can then hold the defendant in contempt for 
violating the conditions of bail and order 
him jailed. This finding of contempt is based 
on the fact that the defendant has breached 
his bail contract. Preventive detention is not 
the issue. The defendant faces jail for 
violating the previous conditions of his 
bail, not because he is perceived to 
pose a danger to the community. Contempt 
can be ca.Tried out with an adequate hear
ing to determine the facts, but without the 
necessity of a full trial. In this way, the con
cept of swift punishment can be brought 
home with force. 

Obviously, due process guarantees must be 
observed. The contempt power should be 
limited to situations where the defendant 
has been charged with a serious crime or 
ha.;; breached a major condition of his bail. 
A probable cause finding as to the validity 
of the new arrest should be made. Once these 
requirements are met, use of the contempt 
power to compel compUance with a bail order 
would be an effective weapon in deterring 
those released on bail from committing addi
tional crimes. 

3. Consecutive sentencing: 
Third, conviction for a crime committed on 

bail should result in a sentence consecutive 
to 'any other sentence which might be im
posed. Today a habitual criminal who com
mits a crime on bail often receives a sentence 
concurrent with the sentence for other con
victions. Such a result actually encouraaes 
the offender on bail to commit other cri~es 
since the likelihood of a concurrent sen~ 
tence offers him an opportunity to commit 
additional crimes without fear of additional 
sanctions. Currently, there is little statutory 

penalty for committing crimes on bail. The 
law should mandate that an offender's con
viction for a crime on bail shall give rise to a 
consecutive sentence. 

4. Speedy trials: 
Fourth, defendants on b'ail should be 

brought to a speedy trial. One of the most 
glaring defects of the current system is the 
scandalous delay in bringing the bailed of
fender to trial. Yet such delay constitutes 
one of the major causes of additional crime 
on bail. In the District of Columbia, t:rlal 
delays in excess of a year are commonplace. 
And yet the District has a better record in 
this area than many metropolitan courts. 

Legislation should require that offenders 
on bail--especially those high risk offenders 
on restricted bail-must be given a trial 
priority second only to defendants actually 
detained in jail. Neither the community nor 
the offender should be made to wait on the 
vagaries of the court calendar. Each day a 
defendant on restricted bail is free in the 
community, the likelihood increases that an 
additional crime will be committed. Bail re
forms cannot be considered without also 
taking more effective steps to assure prompt 
disposition of the charges. 

These four reform proposals-restricted 
bail, contempt procedures for revocation of 
bail, consecutive sentencing, and prompt 
trials-are not etched in stone. Further study 
and research are required. Attention must 
also be paid to other innovative proposals
like the recent bail reform study bill pro
posed by Mayor Koch of New York City. 

Nor can these proposals succeed in a vacu
um. In the coming weeks, I intend to consider 
this problem of bail in the context of the new 
criminal code effort. I look forward to the 
advice and comments of the Governors Con
ference and all other interested groups. 

Substantive reforms, however, are not 
enough. We must also provide our criminal 
justice system with the financial and tech
nical resources needed to make bail reform 
work. The concept of restricted bail, for ex
ample, is undercut from the outset if the of
fender cannot adequately be supervised and 
monitored by the court, marshals, or other 
agencies geared to monitor defendants on 
bail. Similarly, speedy trials for offenders will 
require that the courts and prosecutors be 
given the modest resources to dispose of cases 
on a priority basis. Without this type of ad
ditional financial commitment, true bail 
reform probably cannot be implemented 
effectively. 

We also need better data on how bail is 
working, what factors are considered by the 
court in granting bail, and which offenders 
are most likely to flee or commit another 
crime if released. Judges, prosecutors, de
fense lawyers and others, like the highly re
spected District of Columbia Pretrial Services 
Agency, should be encouraged to conduct a 
systematic study of the strengths and weak
nesses of bail and the reforms that are 
achieved. The ultimate success or failure of 
our system of bail will depend on the ade
quacy of this oversight and evaluation. 

What is at stake is not whether we are 
labeled "hard" or "soft" on crime. What is 
at stake is our competence, our ability to 
reduce criminal violence in ways that reflect 
our basic legal values. In any nation suffer
ing from violence, the danger is understand
able that the passion for safety and security 
may override traditional principles and lead 
to harsh solutions that only make the prob
lems worse. Sometimes, as we learned in the 
early 1970's, government itself inflames the 
problem by encouraging simplistic solutions 
and law and order rhetoric. The test for our 
generation and for the decade of the 1980's 
is whether we can shed these shibboleths and 
develop workable alternatives to bring the 
crime rate down. As I have tried to indicate, 
bail reform must be a useful part of our new, 
more responsible arsenal in the war on crime. 

As Governors, you have a. para.mount role 

to play in the current debate. I look forward 
to continuing our partnership, to working 
with you to improve the fairness and effec
tiveness of our criminal justice system. I 
congratulate all of you for the past role you 
have played so well in this debate, and I am 
confident you will be making an even greater 
contribution in the years to come.e 

By Mr. MATSUNAGA (for him
self and Mr. BAUCUS): 

S. 1502. A bill to implement the United 
Nations Convention on the Means of 
Prohibiting and Preventing the Illicit 
Import, Export, and Transfer of Owner
ship of Cultural Property; to the Com
mittee on Finance. 
CONVENTION ON CULTURAL PROPERTY IMPLE

MENTATION ACT 

e Mr. MATSUNAGA. Mr. President, to
day I am introducing a bill to imple
ment articles 7<B) and 9 of the United 
Nations Convention on the Means of 
Prohibiting and Preventing the Illicit 
Import, Export, and Transfer of Owner
ship of Cultural Property. 

The Convention's chief purpose is to 
combat the illegal international trade of 
national art treasures. The parties to 
the Convention undertake to prohibit 
importation of cultural property stolen 
from museums, public monuments, and 
similar institutions, and also undertake 
to recover and return such property to 
the rightful owners. 

The United States played an active 
role in negotiating this convention and 
it was adopted by the United Nations 
Educational Scientific and Cultural Or
ganization (UNESCO) on November 14, 
1970. The U.S. Senate approved the con
vention by a vote of 77 to 0 on August 
11, 1972. Despite the U.S. role in bring
ing about this Convention and our com
mitment to the Convention's purpose, 
the U.S. Congress has still to enact the 
implementing legislation. 

Today the illegal ltraffic in stolen art 
objects has soared to unheard of levels. 
Recently, we in the United States had 
an experience demonstrating the im
portant of and deep attachment to our 
cultural patrimony. The Smithsonian 
Institution National Portrait Gallery 
announced the acquisition of the Gilbert 
Stuart portraits of George and Martha 
Washington from the Athenaeum of 
Boston. The removal of these famed por
traits from Boston raised an outpouring 
of indignation from Boston citizens, and 
several public officials have sharply 
criticized the removal of Boston's cul
tural patrimony by the Smithsonian 
Institution. 

This uproar over Gilbert Stuart's por
traits seems quaint when viewed in light 
of the pillaging and plundering occur
ring abroad to satisfy antique and art 
collectors. If the Stuart portraits had 
been stolen from the Boston Museum of 
Fine Arts and later exhibited in the Na
tional Portrait Gallery, these stolen por
traits would have been quickly returned 
to Boston. 

Yet, that same situation is occurring 
regularly today. The cultural patrimony 
of various foreign countries are being 
stolen from museums, public monu
ments, and similar institutions, only to 
turn up in the hands of private collec-
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tors and museums in the United States 
and other Western countries. 

Bronze figurines and marble reliefs 
from the archaeological sites of Hercu
laneum and Pompei). in Italy have been 
stolen; amber, glass, and bronze orna
mental jewelry dating from the fourth 
century B.C. have been robbed from a 
museum in Yugoslavia; numerous bronze 
and gold artifacts from the tomb of the 
legendary King Midas have been taken 
from the Gordion Museum in Turkey; 
important archaelogical sites in Thai
land have been t>lundered. The cultural 
patrimony of these countries, equal in 
importance to the Stuart portraits to 
the United States, are being pillaged and 
sold to satisfy the acquisitiveness of pri
vate collectors. 

In some areas, this rape of cultural 
patrimony has been devastating. In the 
Mayan ruins in Mexico, huge sculptures 
are broken into pieces that can be car
ried away and sold in the illegal inter
national traffic in antiquities. Huge stat
utes have been battered with sledge ham
mers, sliced into pieces with stone saws, 
and mutilated for clandestine shipment 
and sale abroad. Mayan walls decorated 
with larger-than-life size models of hu
man and animal forms have been blasted 
into fragments , so that pieces may be 
transported out of Mexico and illegally 
sold. This pillaging could be compared 
to the blasting and removal of the stat
uary in the U.S. Capitol to satisfy the 
acquisitiveness of some European col
lector or some museum in the Middle 
East. We certainly would not allow it. 

To prevent the wholesale rape and 
plunder of the various nations' cultural 
heritage, the United States advocated 
the adoption of the UNESCO Conven
tion and the U.S. Senate approved the 
Convention on August 11, 1972. Those 
good intentions must be translated into 
hard action, and I believe that it is high 
time that the Congress adopted the im
plementing legislation to end the con
tinued trafficking in this country of 
stolen art objects which has encouraged 
the unconscionable plundering and pil
laging abroad. Just as we seek to pro
tect our own cultural heritage and the 
cultural patrimony of the citizens in 
Boston, we should be willing to help 
other nations protect and maintain their 
own cultural heritage.• 

By Mr. HEFLIN (for himself, Mr. 
STEWART, Mr. GOLDWATER, Mr. 
GLENN, Mr. TOWER, Mr. HEINZ, 
Mr. CHILES, and Mr. DECON
CINI): 

S.J. Res. 95. A joint resolution to au
thorize the Commissioner of Education 
to make a grant for the purpase of con
structing a building at Tuskegee Insti
tute in memory of Gen. Daniel "Chap
pie" James, Jr., and for other purposes; 
to the Committee on Labor and Human 
Resources. 

DANIEL JAMES MEMORIAL CENTER FOR PREVEN

TIVE HEALTH 'EDUCATION ACT 

Mr. HEFLIN. Mr. President, I am very 
pleased to introduce today for Senators 
STEWART, GOLDWATER, GLENN, TOWER, 
HEINZ, CHILES, and myself the Daniel 
James Memorial Center for Preventive 

Health Education Act. This legislation 
would authorize funds for the construc
tion of an educational facility at Tuske
gee Institute in Alabama as a permanent 
tribute to the late Gen. Daniel "Chap
pie" James, Jr. 

Needless to say, the concepts embodied 
in the establishment of this Center are 
nonconventional in the health field. The 
Center will represent the first such effort 
not only in the South, but perhaps also 
in the country. It will usher in the new 
direction that health care must take in 
the remaining years of this country. It 
will emphasize the preventive health ed
ucation and effective health mainte
nance. The program components will be 
designed to instruct, communicate, de
velop, convey and practice total health. 
The facility will also serve as the reposi
tory for General James' memorabilia 
and as the Tuskegee Institute Art Mu
seum. 

This is a pioneering effort honoring a 
man who was a great American patriot. 
The late General James fought in mili
tary conflicts as a member of the U.S. 
Air Force in the Pacific in World War II, 
in Korea, and in Vietnam, and received 
numerous military decorations for his 
distinguished leadership and valor in 
combat. 

He rose from service as a pilot, was ap
pointed Commander in Chief of the 
North American Air Defense Command, 
and became the first black person to hold 
the rank of four-star general in the 
Armed Forces of the United States. 

Tuskegee Institute in Alabama estab
lished the first airplane pilot training 
program for black trainees, and provided 
the late General James with the educa
tion and the aviation training that en
couraged him to pursue and enabled him 
to achieve an outstanding career of serv
ice and dedication to his fellowman and 
to his country. 

Mr. President, I hope that the Congress 
of the United States will see fit to honor 
this great American in the way that my 
named colleagues and I are proposing. 

Mr. President, I yield to the senior 
Senator from Alabama, the Honorable 
DONALD STEWART, who wishes to make a 
supporting statement at this time. When 
he :finishes, Mr. President, I will send this 
bill to the desk and ask that it be re
ferred to the appropriate committee. 

Mr. STEWART. Mr. President, I am 
very pleased to join my colleague, Sen
ator HEFLIN, in introducing the Daniel 
James Memorial Center for Preventive 
Health Education Act of 1979. 

This bill would establish the Daniel 
James Center for Preventive Health Edu
cation at Tuskegee Institute in Alabama. 

The Daniel "Chappie" James Memorial 
Center for Preventive Health Education 
is an especially fitting tribute to the late 
Gen. Chappie James. It is also fitting that 
this Center be located on the campus of 
Tuskegee Institute. It is Tuskegee which 
prepared General James for a lifetime of 
service to this country. General James 
was a 1942 graduate of Tuskegee Institute 
and received his pilot training at the 
Tuskegee. Army Airbase. He was truly an 
honorary son of Alabama. Throughout 
his life Chappie James was a model alum-

nus, forever grateful for the fine prepara
tion Tuskegee had given him for a 
lifetime of leadership. 

General James received his commis
sion in the U.S. Army Air Corp shortly 
after leaving Tuskegee. He went on to 
fly nearly 200 combat missions in Korea 
and Vietnam. He became one of the most 1 

decorated airmen in the· history of the · 
U.S. Air Force. By virtue of his courage 
and leadership, Chappie James rose to 
the rank of four-star general, becoming 
the first and only black to attain that 
rank. His last assignment in active serv
ice was Commander in Chief of the U.S. 
Air Force-North American Air Defense 
Command. Clearly, General James built 
an exemplary record of service and pa
triotism. Moreover, Chappie James 
showed that we live in a society in which 
character counts more than color and 
that ability is the ultimate determinant 
of achievement in America. 

Chappie James was a true pioneer and 
the Chappie James Memorial Center for 
Preventive Health Education represents 
a truly pioneering effort. With the new 
focus in our medical community on 
preventive health, the James Memorial 
Center for Preventive Health Education 
will be an important resource in the up
hill struggle against illness and poor 
health in this country. Chappie James 
would be proud that this center bears his 
name. 

Chappie James dedicated his life to 
serving this country. We have a unique 
opportunity to express our gratitude to 
this great American by authorizing this 
worthy tribute to the late General James. 
I ask my colleagues on both sides of the 
aisle to support the Daniel Chappie 
James Memorial Center for Preventive 
Health Education Act. 

ADDITIONAL COSPONSORS 
s. 246 

At the request of Mr. BENTSEN, the Sen
ator from Colorado (Mr. ARMSTRONG) 
was added as a cosponsor of S. 246, a bill 
to amend the Internal Revenue Code to 
encourage greater individual savings. 

s . 378 

At the request of Mr. BELLMON, the 
Senator from Colorado (Mr. ARMSTRONG) 
was added as a cosponsor of S. 378, a bill 
to authorize the Robert A. Taft Institute 
of Government Trust Fund. 

s. 736 

At the request of Mr. DoLE, the Sena
tor from Iowa (Mr. JEPSEN) was added 
as cosponsor of S. 736, the Employment 
Tax Act of 1979. 

s. 1056 

At the request of Mr. JEPSEN, the Sena
tor from Iowa <Mr. CULVER) was added 
as a cosponsor of S. 1056, a bill for the re
lief of Artemio C. Santiago, M.D., and 
Josefina Santiago, husband and wife. 

s. 1068 

At the request of Mr. DoLE, the Sena
tor from Rhode Island (Mr. CHAFEE) was 
added as a cosponsor of S. 1068, a bill to 
amend title XVI of the Social Security 
Act to continue the disabled children's 
program another 3 years. 
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s. 1107 

At the request of Mr. STEVENSON, the 
Sena tor from North Carolina (Mr. 
HELMS) and the Senator from South 
Carolina (Mr. THURMOND) were added 
as cosponsors of S. 1107, the Youth Op
portunity Wage Act of 1979. 

s. 1274 

At the request of Mr. PRESSLER, the 
Senator from New Mexico <Mr. SCHMITT) 
was added as a cosponsor of S. 1274, a 
bill to make postsecondary vocational in
stitutions offering 6-month programs of 
training to prepare students for gainful 
employment eligible for certain Federal 
student assistance programs. 

s. 1328 

At the request of Mr. HATFIELD, the 
Senator from Vermont <Mr. STAFFORD), 
the Senator from Vermont <Mr. LEAHY), 
the Senator from Montana <Mr. MEL
CHER) , and the Senator from South Da
kota <Mr. McGOVERN) were added as co
sponsors of S. 1328, a bill to amend the 
Water Pollution Control Act. 

s. 1420 

At the request of Mr. HATFIELD, the 
Senator from Nevada (Mr. CANNON) was 
added as a cosponsor of S. 1420, a bill to 
authorize the Secretary of the Interior 
to construct, operate, and maintain hy
droelectric powerplants at various ex
isting ·water projects. 

s. 1421 

At the request of Mr. HATFIELD, the 
Senator from Nevada <Mr. CANNON) was 
added as a cosponsor of S. 1421, a bill to 
authorize the Secretary of the Interior to 
engage in feasibility studies of various 
potential hydroelectric power projects. 

s. 1435 

At the request of Mr. NELSON, the Sen
ator from Missouri <Mr. DANFORTH) and 
the Senator from Utah (Mr. HATCH) were 
added as cosponsors of S. 1435, the 
Capital Cost Recovery Act of 1979. 

s. 1467 

At the request of Mr. DoLE, the Senator 
from Oklahoma <Mr. BOREN) was added 
as a cosponsor of S. 1467, a bill to amend 
the Internal Revenue Code of 1954 to 
provid~ that the retirement-replace
ment-betterment method of accounting 
for property used by a common carrier 
is an acceptable method for determin
ing depreciation allowanc~ for income 
tax purposes. 

AMENDMENT NO. 210 

At the request of Mr. SASSER, the Sena
tor from Iowa <Mr. JEPSEN) was added 
as a cosponsor of amendment No. 210 
intended to be proposed to S. 712, the 
Rail Passenger Service Authorization 
Act. 

AMENDMENTS SUBMITTED FOR 
PRINTING 

FEDERAL ·TRADE COMMISSION AU
THORIZATIONS-S. 1020 

AMENDMENT NO. 316 

<Ordered to be printed and to lie on 
the table.) 

Mr. SIMPSON submitted an amend
ment intended to be proposed by him 

to S. 1020, a bill to authorize appropria
tions for the Federal Trade Commission. 

INCREASED AUTHORIZATIONS FOR 
1979 FOOD ST AMP PROGRAM-S. 
1309 

AMENDMENTS NOS. 317 THROUGH 320 

(Ordered to be printed and to lie on 
the table.) 

Mr. HELMS (for himself. Mr. DOLE, 
Mr. HAYAKAWA, Mr. LUGAR, Mr. ZORIN
SKY, Mr. COCHRAN, Mr. BOREN, Mr. JEP
SEN and Mr. PRYOR) submitted four 
amendments intended to be proposed by 
them, jointly, to S. 1309, a bill to increase 
the fiscal year 1979 authorization for ap
propriations for the food stamp program. 

Mr. HELMS. Mr. President, when S. 
1309 is taken up for consideration by the 
Senate, I intend to offer four amend
ments. These amendments involve mod
erate changes in the administration of 
the food stamp program to be effective in 
1979. With minor technical changes, the 
first three of these amendments are 
identical to provisions in S. 1310, the ad
ministration's bill amending the Food 
Stamp Act of 1977. My fourth amend
ment is a direct response to points raised 
by State food stamp administrators who 
have complained that current regula
tions bind their hands in verifying eli
gibility of program applicants. 

Mr. President, I might say that some 
of the most cogent complaints came 
from constituents of the distinguished 
occupant of the chair <Mr. BOREN), who 
have found great difficulty in administer
ing the food stamp program. 

I will briefly explain each amendment. 
First. State share of recoveries. This 

amendment permits States to retain 50 
percent of the value of all funds or food 
stamp allotments the States recover 
from those who have fraudulently ob
tained food stamps. This amendment will 
increase the low recovery rate in the food 
stamp program by providing an incen
tive for States to pursue fraud cases. 

Second. Repayment for fraudulent 
participation. This amendment estab
lishes the principle that the recipient 
of food stamps who has committed fraud 
shall have to compensate the Govern
ment for benefits illegally received be
fore resuming participation. It provides 
two alternatives for repayment of the 
value of wrongfully acquired food 
stamps: The recipient may agree to a 
moderate reduction in the food stamp 
allotment to the household of which the 
defrauding person is a member; or the 
recipient may agree to a cash repayment 
of the value of the fraudulently obtained 
food stamps over a reasonable period of 
time. This amendment will provide a 
meaningful deterrent to fraud in the 
program and save millions of dollars. 

Third. Provisions for information. 
This amendment authorizes USDA and 
State administrators to require social 
security numbers of participants. It pro
vides for the same standards and pro
cedures as are now employed by HEW 
in administering the Aid for Families 
with Dependent Children (AFDC) pro
gram. In addition, the administrators 

are granted access to data pertaining to 
supplemental security income recipients 
under the same terms and conditions as 
the Secretary of HEW. This amendment 
simply provides USDA and State admin
istrators with the authorization to ob
tain information already in the posses
sion of HEW so that the eligibility of 
those applying for food stamps may be 
better verified, thus reducing fraud and 
saving millions of dollars. 

Fourth. Eligibility verification. This 
amendment permits States to em;>loy 
additional procedures to verify the eligi
bility of households applying for food 
stamps. In many ways the Federal regu
lations inhibit the States from taking 
sound measures to verify eligibility, and 
yet other Federal regulations penalize 
State agencies for having ineligibiles on 
the rolls. This amendment will simply 
permit State agencies to employ addi
tional procedures to assure the eligibility 
of applicants. 

Mr. President, I ask unanimous con
sent that my amendments be printed in 
the RECORD. 

There being no objection, the amend
ments were ordered to be printed in the 
RECORD, as follows: 

On page 7, between lines 2 and 3, insert 
the following: 

"STATE SHARE OF RECOVERIES 
"SEC. 4. Section 16(a) of the Food Stamp 

Act of 1977 is amended by inser1Jing before 
the period at the end thereof the following: 
'11.s well as to permit each State to retain 50 
per centum of the value of all funds or allot
ments recovered or collected through prose
cutions or other State activities directed 
against individuals who fraudulently obtain 
allotments as determined iin accordance with 
this Act. The officials responsible for making 
determinations of fraud under this Act shall 
not receive or benefit from revenues retained 
by the State under the provisions of this 
subsection'.". 

On page 7, line 4, strike out "Sec. 4" and 
il.nsert in lieu thereof "Sec. 5". 

On page 7, between lines 2 and 3, insert 
the following: 

''ELIGIBILITY VERIFICATION 
"SEC. 4. Section 4(c) of the Food Stamp 

Act of 1977 is amended by adding at the end 
thereof a new sentence as follows: 'The Sec
retary shall not preclude State agencies from 
adopting verification standards that supple
ment the verification standards issued by 
the Secretary under this Act.'". 

On page 7, line 4, strike out "Sec. 4" and 
insert in lieu thereof "Sec. 5". 

On page 7, between lines 2 and 3, insert 
the following: 

"PROVISIONS OF INFORMATION 
"SEC. 4. Section 16 of the Food Stamp Act 

of 1977 is amended by adding at the end 
thereof a new subsection (f) as follows: 

• (f) The Secretary and State agencies may 
require, obtain, and use social security ac
count numbers assigned to members of 
households applying for or participating in 
the food stamp program under the same 
terms and conditions as the Secretary of 
Health, Education, and Welfare and State 
agencies under Part A of title IV of the So
cial Security Act. The Secretary and State 
agencies shall also have access to data from 
other Federal programs for individual food 
stamp program applicants and participants 
who receive benefits under title XVI of the 
Social Security Act and may use such data 
under the same terms and conditions as the 
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Secretary of Health, Education, and Wel
fare under title XVI of the Social Security 
Act.'". 

On page 7, line 4, strike out "Sec. 4" and 
insert in lieu thereof "Sec. 5". 

On page 7, lines 2 and 3, insert the follow
ing: 

"REPAYMENT FOR FRAUDULENT CONDUCT 

"SEc. 4. Section 6(b) of the Food 
Stamp Act of 1977 is amended by adding at 
the end thereof a new sentence as follows: 
'After any specified period of disqualifica
tion pursuant to findings under clauses (1) 
and (2) of this subsection, no disqualified 
individual shall be eligible to participate in 
the food stamp program unless such individ
ual agrees to (A) a reduction in the allot
ment of the household of which such indi
vidual is a member or (B) to repayment in 
cash, in accordance with a reasonable sched
ule as determined by the Secretary that will 
be sufficient over time to reimburse the Fed
eral Government for the value of the cou
pons obtained through the fraudulent con
duct. If any disqualified individual elects 
repayment in cash under the provisions of 
the preceding sentence and fails to make 
payments in accordance with the schedule 
determined by the Secretary, the household 
shall be subject to appropriate allotment 
reductions.' ". 

On page 7, line 4, strike out "Sec. 4" and 
insert in lieu thereof "Sec. 5". 

MILITARY CONSTRUCTION AU
THORIZATIONS-S. 1319 

AMENDMENT NO. 321 

<Ordered to be printed and to lie on the 
table.) 

Mr. EXON submitted an amendment 
intended to be proposed by him to S. 
1319, a bill to authorize certain construc
tion at military installations, and for 
other purposes. 

AMENDMENT NO. 322 

(Ordered to be printed.) 
Mr. WILLIAMS (for himself, Mr. 

JAVITS, Mr. RANDOLPH, Mr· PELL, Mr. 
KENNEDY, Mr. CRANSTON, Mr. RIEGLE, Mr. 
HART, Mr. MELCHER, Mr. MOYNIHAN, and 
Mr. LEVIN) proposed an amendment to 
S. 12.19, supra. 

NOTICES OF HEARINGS 
COMMITTEE ON LABOR AND HUMAN RESOURCES 

• Mr. WILLIAMS. Mr. President, the 
Committee on Labor and Human Re
sources will hold a hearing on the foUow
ing nominations: Leroy D. Clark to be 
General Counsel of the Equal Employ
ment Opportunity Commission; Charles 
J. Chamberlain, who has been nominated 
for reappointment as Labor Member of 
the Railroad Retirement Board; and 
Mrs. Frankie Muse Freeman to be In
spector General of the Community Serv
ices Administration. The hearing will be 
held on Wednesday, July 18, 1979, at 
2: 30 p.m. in room 4232 Dirksen Senate 
Office Building.• 

SUBCOMMITTEE ON ENVIRONMENT, SOIL 
CONSERVATION, AND FORESTRY 

e Mr. MELCHER. Mr. President, I wish 
to announce that the Subcommittee on 
Environment, Soil Conservation, and 
Forestry of the Senate Agriculture Com
mittee will hold an oversight hearing on 
the impact of proposed geothermal steam 
recovery for energy on the planning and 

management of the Targhee National 
Forest. 

The subcommittee has invited repre
sentatives from the U.S. Department of 
Agriculture, U.S. Department of the Inte
rior, and the U.S. Department of Energy 
to testify. Public witnesses have also been 
invited. 

The hearing will be held at 10 a.m., 
Monday, July 16 in room 324. Anyone 
wishing further information should con
tact the Agriculture Committee at 224-
2035.• 

SUBCOMMITTEE ON INTERGOVERNMENTAL 
RELATIONS 

• Mr. SASSER. Mr. President, the Sub
committee on Intergovernmental Rela
tions of the Committee on Governmental 
Affairs will hold the following hearings 
during the month of July: 

July 17, 10 a.m., room 6226: To examine 
the question of State and loc3.l government 
compliance with the President's wage-price 
guidelines. 

July 18, 10 a.m., room 6202: Intergovern
mental fiscal impacts of tax-exempt single 
family housing mortgage bonds. 

July 24, 10 a.m., room 6202: Oversight hear
ing on General Revenue Sharing. 

July 26, 9:30 a.m., room 357: Grant reform 
legislation with focus on S. 878, the Federal 
Assishnce Reform Act; and S. 904, the Fed
eral Assistance Reform and Small Commu
nity Act of 1979. 

July 27, 10 a.m., room 457: Grant reform 
legislation with focus on S. 878, the Federal 
Assistance Reform Act; and S. 904, the Fed
eral Assistance Reform and Small Commu
nity Act of 1979.e 
SUBCOMMITTEE ON ANTITRUST, MONOPOLY, AND 

BUSINESS RIGHTS 

e Mr. METZENBAUM. Mr. President, 
the Subcommittee on Antitrust, Monop
oly and Business Rights has scheduled 
hearings on the "failing company" inti
trust defense. Under this judicially cre
ated doctrine, companies which are com
petitors are allowed to merge in circum
stances which normally violate section 7 
of the Clayton Act. 

The hearing will begin on July 19, 1979, 
at 9: 30 a.m. in room 6226 of the Dirk
sen Senate Office Building.• 
SUBCOMMITTEE ON AGRICULTURAL CREDIT AND 

RURAL ELECTRIFICATION 

e Mr. ZORINSKY. Mr. President, I wish 
to announce that the Subcommittee on 
Agricultural Credit and Rural Electri
fication of the Agriculture Committee has 
scheduled hearings on S. 850, sponsored 
by Senator McGOVERN. S. 850 would au
thorize the Secretary of Agriculture to 
guarantee loans for the construction and 
operation of fuel alcohol plants, provide 
for a secure supply of f eedstocks for the 
operation of such plants, and amend the 
Agricultural Act of 1949 with respect to 
the set-aside program for feedgrains. 

The hearings will begin at 9: 00 a.m. 
on Tuesday, July 17 and Thursday, July 
19 in room 324. The subcommittee will 
hear from invited witnesses only, but 
written statements submitted for the 
record are welcome. Anyone wishing 
further information should contact the 
committee staff at 224-2035.• 
COMMITTEE ON LABOR AND HUMAN RESOURCES 

• Mr. WILLIAMS. Mr. President, the 
Committee on Labor and Human Re
sources will hold 2 days of hearings on 

July 17 and 19, 1979, on section '810 of the 
Military Construction Authorization Act, 
1980. (S. 1319) 

The hearing is scheduled to begin at 
9: 30 a.m. in room 4232 of the Dirksen 
Senate Office Building. Questions con
cerning this hearing should be directed to 
Jerry Lindrew at 224-3674.• 
SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERA-

TION AND FEDERAL SERVICES 

G Mr. GLENN. Mr. President, I wish to 
announce a hearing which will be held by 
the Subcommittee on Energy, Nuclear 
Proliferation and Federal Services of the 
Committee on Governmental Affairs. 

On Thursday, July 19, 1979, at 9 :30 
a.m., the subcommittee will hold a hear
ing on S. 1096, a bill to extend the phas
ing of rates charged for mailing of com
mercial and nonprofit mail matter. The 
hearing will be chaired by Senator TED 
STEVENS, a member of the subcommittee, 
and will be held in room 1224 of the Dirk
sen Senate Office Building. 

If you have any questions regarding 
this hearing, please contact Jamie Cowen 
of Senator STEVENS' staff at 224-2254, or 
Anne Boni of the subcommittee staff at. 
224-1477.• 

AUTHORITY FOR COMMITTEES TO 
MEET 

SUBCOMMITTEE ON ENERGY RESEARCH AND 

DEVELOPMENT 

Mr. ROBERT C. BYRD. Mr. President., 
I ask unanimous consent that the Energy 
Research and Development Subcommit
tee of the Committee on Energy and 
Natural Resources be authorized to meet 
during the session of the Senate today 
beginning at 2 p.m. to hold a hearing on 
S. 1308, the Energy Supply Act. 

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

COMMITTEE ON GOVERNMENTAL AFFAIRS 

Mr. ROBERT c. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Governmental Affairs be au
thorized to meet during the sessions of 
the Senate on Tuesday and Wednesday, 
July 17 and 18, 1979, to hold hearings on 
s. 1377, Synthetic Fuel and Alternate 
Fuels Production Act. 

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

SUBCOMMITTEE ON INTERNATIONAL FINANCE 

Mr. ROBERT c. BYRD. Mr. President, 
I ask unanimous consent that the Sub
committee on International Finance of 
the Committee on Banking, Housing, 
and Urban Affairs be authorized to meet 
during the session of the Senate today
beginning at 2: 30 p.m.-to hear testi
mony on S. 339, a bill concerning trade 
with Communist countries. 

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

COMMITTEE ON RULES AND ADMINISTRATION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Rules and Administration be 
authorized to meet during the session of 
the Senate on Friday, July 13, 1979, to 
consider the Federal Election Campaign 
Act Amendments and other administra
t1ve business. 
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The PRESIDING OFFICER. Without 
objection, it is so ordered. 

SUBCOMMITTEE ON AVIATION 

Mr. HART. Mr. President, I ask unan
imous consent that the Aviation Sub
committee of the Committee on Com
merce, Science, and Transportation be 
authorized to meet during the session of 
the Senate today to hold a hearing on 
the certification and inspection of 
DC-lO's. 

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

ADDITIONAL STATEMENTS 

CAPTIVE NATIONS WEEK 

• Mr. DOLE. Mr. President, while the 
recent release of five dissidents from the 
Soviet Union has been a happy develop
ment in which the free world has re-· 
joiced, it should not overshadow the fact 
that oppression and repression continue 
to take place within the Communist
dominated nations of the world. The 
arrest of 10 members of the Charter 77 
Group in Czechoslovakia on May 29, 
even though it went practically unno
ticed in the U.S. press, served to remind 
us that violations of human rights are 
a daily occurrence in the lives of the 
citizens of satellite countries. 

Captive Nations Week has become an 
important landmark on our calendars in 
that it serves' to focus attention on the 
plight of nations who are pursuing their 
dream of freedom in a daily struggle for 
human rights and self-determination 
strengthened by indomitable courag~ 
and sustained by undaunted hope. 

It is only in nations where citizens 
participate in the decisions that affect 
their daily lives, by being full partners 
in their governmental system, that a 
people's own destiny and the guarantee 
that its human rights wm be observed 
can be accomplished. In nations wher~ 
n;tan is the servant of the state, human 
rights become an irrelevant issue and 
the "pursuit of happiness" that is m
te~rated in our own Constitution a futile 
c~rmera-an unreachable illusion of the 
mmd. 
~e i:ussian people hoped that a revo

lut~on, m 1917, would lead to a more just 
society. That dream was shattered by 
the. re'.'1-lities of the Bolshevik regime 
which imposed a new form of autocratic 
rule from that which the Russians had 
attempted. to obliterate. The formation 
~f t~e Umon of Soviet Socialist Repub
lics m the 1920's marked the beginning 
of a new brand of Russian imperialism 
based o!1.ruthless repression of individ
ual: rehg10us, and national rights. The 
Umted sta:tes. has never recognized the 
forced ~oviet mcorporation of the Baltic 
Rep~bhcs. of Estonia, Latvia, and Lith
uama ~h1ch followed their invasion by 
the Soviet forces after Stalin and Hitler 
reached ai: understanding concerning 
spheres. of mfluence in Eastern Europe 

. The ~perialistic pursuits of the So~ 
v1et Umon continued with the annexa-

tion of Albania, Bulgaria, Czechoslo
vakia, East Germany, Hungary, Poland, 
Romania, and Yugoslavia who, rendered 
helpless by the invaders, were forced to 
submit to a Communist regime. The 
pattern of Communist domination was 
to be repeated in Asia and in Africa. 

That those who live under Communist 
domination rebelled time and again, 
from East Germany in 1953, Poland and 
Hungary in 1956, to Czechoslovakia in 
1968, is a demonstration of man's in
herent need for freedom and a tribute 
to man's courage and tenacity in pursu
ing the fight for justice and human 
rights. 

The Helsinki Final Act in 1975 offered 
new hope to those trying to free them
selves of their Communist yoke. Ways to 
implement expectations into realities 
have yet to be devised. Will Madrid in 
1980 complete the task begun in Belgrade 
in 1977? 

Pope John Paul II's visit to his native 
Poland focused attention on religious 
freedom and on the commitment of 
Eastern European citizens to the spiritual 
values of the Catholic Church. The 
enthusiasm of the crowds demonstrated 
that their religious aspirations were alive 
and. well, in spite of the barriers erected 
agamst them. 

Privileged as we are to living in a 
democratic society, we tend to take for 
granted the freedom of speech, of 
thought, and .of worship that we enjoy. 
The 20th anmversary of Captive Nations 
Week is a reminder that some of our fel
lowmen are still struggling to gain ac
cess ~o those same freedoms that to us 
are sunp~y a given right. In observing 
t~at. anmversary, let us pledge our con
tmumg support of the countless prison
ers of conscience, of the dissidents who 
perseve~e against all odds in shaking the 
foundati.ons of regimes built on the 
destruction of the spirit of independ
ence.• 

THE HIGH COST OF REFUGEE 
RESETTLEMENT 

• Mr .. HYDDLESTON. Mr. President, 
there IS mcreasing evidence that our 
ove:enthusiastic policy on refugees is 
rapidly propelling us toward a major 
confrontation between the interests of 
the refugees and the interests of our own 
poor. and unemployed. While we should 
contmue to offer assistance to refugees 
we m.us~ re.alize that the United State~ 
has hm1tat1ons in this regard and that 
e~orts ~o do more than our fair share 
will ultrmately result in depriving our 
own needy citizens of their opportunity 
to have a better life. We still have a great 
deal of hardcore poverty and unemploy
ment in this country and our efforts to 
balance_ the budget will mean that efforts 
to alleviate these problems will be short-
cha~ged if we commit ourselves to ac
ceptmg endless numbers of refugees. The 
$1 billion price tag that is already at
tached to our Indochinese refugee pro
gram will seem like small change com
pared to future expenditures at present 

projected admission levels of 14,000 per 
month. 

We already have 6 million unemployed 
in this country and this number will in
crease by approximately 1 million if we 
have the economic recession later this 
year which most economists are predict
ing. The hardest to be hit by high un
employment are blacks, who consist
ently have higher than average unem
ployment rates. 

Our commitment to improve the lives 
of disadvantaged individuals in this 
country is stiill not fulfilled and will re
quire a great deal of additional work on 
our part. However, our policy of trying 
to outdo every other nation in the world 
in our refugee program will have a seri
ous impact upon our domestic programs. 
Two noted journalists, earl Rowan and 
William Raspberry, recently raised seri
ous questions abou.t our refugee program. 
I agree completely with Mr. Rowan's 
assessment that: 

Americans-especially minorities-who are 
suffering from both unemployment and in
flation wlll find it hard to dismiss as "hu
manitarian" Mr. Carter's decision to accept 
7,000 more Vietnamese a month. 

This same concern was also reflected 
in a recent Wall Street Journal article 
depicting the success of the Iowa refugee 
program. While I commend the people 
of Iowa for the outstanding job they 
have done in this area, there is definitely 
another side to this whole issue. The 
undertone of this article strongly indi
cates that serious problems exist with 
the expanded refugee program and that 
these problems will intensify if the 
United States continues to assume pri
mary responsibility for resettling the 
hundreds of thousands of refugees 
streaming out of SoutheaJSt Asia. 

The article notes that the problems go 
beyond the high welfare expenses. It 
states: 

But the costs go beyond dollars. "Local 
citizens are reluctant to welcome any more 
refugees, and the refugees are having a hard 
time feeling at home," the welfare official 
says. "Whenever the federal government 
phases out the program, and the states have 
to pay, tempers wlll rise even higher." 

The article goes on to say that-
There has been grumbling in the black 

community that the refugees a.re taking Jobs 
away from blacks. The Iowa unemployment 
ra.te ls a.bout 4 percent; in some areas of Des 
Moines, say Arzania Wllllams, director of the 
Gateway Community Center in a black sec
tion of Des Moines, the unemployment rate 
for young blacks is 40 percent. "I'm not say
ing don't do anything for the refugees," Mr. 
Wllliams says. "It's just that charity begins 
at home and spreads abroad." 

Although our rush to assist the refu
gees is motivated by the best of inten
tions, I am extremely concerned that we 
may be creating serious economic and 
social problems for the United States by 
attempting to do too muoh too fast. 
These are the types of problems which 
we should be fully investigating and 
eva:luating. Unfortunately, they are be
ing ignored or glossed over . 

I ask unanimous consent that the 
transcript of Mr. Rowan's comment on 
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station WDVM, Mr. Raspberry's article 
in the Washington Post, and the Wall 
Street Journal article by Mr. Rout be 
printed in the RECORD. 

There being no objection, the articles 
follow: 

ASIAN REFUGEES 
President Carter's decision to double to 

14,000 the number of Vietnam refugees the 
U.S. will accept each month was designe<l 
to shame Japan, France and other industrial 
nations into doing something for the home
less boat people. 

While this may appear to be Carter leader
ship in Tokyo, it will cause the already
beleaguered President some new headeches 
in the United States. 

Americans-especially minorities-who are 
suffering from both unemployment and in
flation will find it hard to dismiss as "hu
manitarian" Mr. Carter's decision to accept 
7,000 more Vietnamese a month. 

As Sen. Frank Church pointed out re
cently, the U.S. already was taking 70 per 
cent of the Vietnamese, at an annual cost 
of $200 million a year for resettling them. 
The Tokyo decision will cost taxpayers an
other $150,000,000 a year. 

Mr. Carter will find that this outrages 
especially some black members of Congress 
who note that black unemployment in 
America. is still a dreadful 11.6 percent, and 
who argue that these refugees add to the 
prospect of joblessness among blacks. 
Blacks ask why Mr. Carter was so bold in 
Tokyo in standing up for the Vietnamese 
when he has been so indifferent to the eco
nomic woes of black Americans, without 
whose votes he would not be President. 

Add to this the prospect that the increase 
in oil prices ordered by OPEC will reduce 
American jobs by 800,000 by the end of next 
year, and the outlook becomes grim for black 
America. 

Not just blacks, but a majority in Con
gress, may try to override the President's 
recent outburst of humanitarianism. 

This is Carl Rowan. 

[From the Washington Post, July 4, 1979] 
OUR OWN "WRETCHED REFUSE" 

(By William Raspberry) 
The United States, obviously moved by the 

sad spectacle of the homeless "boat people " 
has doubled, to 14,000 a month, the numb~r 
of those poor souls it will take in as refugees. 

This big-heartedness, even during a. time 
of economic uncert.ainty at home, is one of 
the things I admire a.bout America.. 

But with unemployment among black 
Americans running at twice the rate for 
whites, with blacks losing ground to whites 
in terms of family income-and with this de
pressing discrepancy certain to grow worse 
as a. result of the energy shortage-we a.re 
told not to expect much more by way of 
catch-up help for blacks. 

This ls one of the least admirable things 
about America.. It is also one of the most 
mystifying. 

Racism doesn't quite suffice as an explana
tion. When the favored refugees were Euro
peans--freedom-seeking Hungarians, for in
stance-some of us were convinced that it 
was their whiteness that triggered American 
sympathy. 

But the Indonesian "boat people" aren't 
white. Nor do they she.re the American lan
guage and culture. 

Is it our assumptions about a group's in
dustriousness that tilts the scales of wel
come? Unquestionably, the Indochinese have 
a. reputation for being willing to work ha.rd 
at low pay. 

But that isn't the whole explanation 
either. Surely blacks who toiled so ha.rd and 
for so little as share-croppers in the Ameri
can South, and who fied to the industrial 

North for a chance at low-skill factory jobs, 
cannot be said to have been congenitally 
lazy. 

In fact, most of the negative traits assigned 
to poor blacks can be read not as the cause 
but as the outcome of the denial of 
opportunity. 

Perhaps it is the angry insistence of black 
Americans on a better chance, or their pres
ent-day unwillingness to take the worst-
and worst-pa.id-of the jobs that triggers 
resentment. 

But, then, how do we account for the com
parable resentment against Mexican mi
grants, who enter this country illegally for 
the privilege of performing back-breaking 
stoop labor? Or against Haitian peasants, 
who look to the lowliest of American jobs as 
their cha.nee for a better life? Why do we 
round up these wretched opportunity-seekers 
and send them packing while we welcome 
the Indochinese? 

The "boa.t people" are, of course, a specia.l 
case, since America's only choice, finally, was 
to admit them or condemn them to death. 

But weren't we welcoming Vietnamese ref
ugees long before there were "boat people"? 

Maybe a sense of national guilt growing 
out of the Vietnamese wa.r, has something to 
do with it. But that only raises the question 
of how this country has managed to over
come its sense of guilt regarding the plight 
of black Americans, or olf American Indians. 

Why do we hoist the welcome sign for 
some wretched outsiders but not for others? 

A major part of the explanation may have 
to do with perceptions: Perceptions of the 
basic qualities of a. group of people, percep
tions as to the degree of threat they repre
sent, perceptions as to how easily they will 
fit in. 

A thousand and one things conspire to 
create negative perceptions of America's 
black poor. If the jobless rate among blacks 
is twice as high as among whites, doesn't 
that suggest that blacks a.re only half as 
willing to work as whites? And if the jobless 
rate among black teen-agers soars to 30, 40 
or 60 percent, doesn't that tell you that black 
teen-agers perfer to hang out on street 
corners? 

Unfortunately, these perceptions fulfill 
themselves. 

I am proud of America for opening- its 
doors-and its hearts--to the "boat people." 
But I do wish that we could save some of 
our sympathy-and our ca.sh-for our own 
"wretched refuse" who, no less than Hun
garians or Cubans or Vietnamese, want a. 
cha.nee at the good life the country has to 
offer. 

[From the Wall Street Journal, June 27, 1979) 
HAVEN FOR BOAT PEOPLE: IOWA DOES So WELL 

BY ITS lNDOCHIN'ESE REFUGEES THAT IT'S 
GAINING A REPUTATION IN ASIAN CAMPS 

(By Lawrence Rout) 
DES MOINES, IOWA.-lt's Saturday night 

here, and three young men, in skin-tight 
bell-bottom pants and shoes with two-inch 
heels, fiail a.way a.t electric guitars. Dozens 
of couples fill the dance fioor. 

The music, however, isn't anything like the 
top 40. These tunes, musicans and dancers 
are from Laos. And while the younger ~ouples 
hustle to a faint disco beat their parents, 
as if keyed to a different ryhthm, glide a.bout 
the fioor doing the traditional Lamvong 
dance. 

This curious blend of the East and West is 
becoming increasingly commonplace in this 
Midwestern state. Since the fall of Saigon 
in April 1975, about 3,700 refugees have set
tled here. At least 1,000 more a.re due to ar
rive this yea.r. Iowa. seems to be absorbing 
these refugees without the social and eco
nomic costs that have been paid elsewhere. 

With some 235,000 Indochinese refugees in 
the U.S. , and over 5,000 more coming ea.ch 

month, all 50 states a.re, to some exitent, 
touched by such problems. The latest avail
able figures show the number of resettled 
refugees ranging from under 100 in Vermont 
to over 45,000 in California.. Yet no matter 
how many refugees they have in their states, 
most state governments have made few, if 
any, special efforts to find them jobs. 

WELFARE PAYMENTS 
"It has meant a. lot of refugees on welfare," 

says a welfare official in one Eastern state. 
La.st year the federal government, under a 
special program, spent $43.9 million in wel
fare money for the refugees. 

But the costs go beyond dollars. "Local 
citizens are reluctant to welcome any more 
refugees, and the refugees are having a hard 
time feeling at home," the welfare official 
says. "Whenever the federal government 
phases out the program, and the states have 
to pay, tempers will rise even higher." 

But probably not in Iowa.. "Any refugee we 
put in this state will eventually get a job," 
says Colleen Shearer, director of the Iowa 
Refugee Service Center and of the state's De
partment of Job Service. 

Iowa's success has been noted elsewhere. 
Some other states, Michigan and New Jersey 
for instance, a.re developing similar programs. 
And when Iowa. Congressman Jim Lea.ch vis
ited a. refugee camp in Thailand recently, he 
found that "everyone in this forlorn pa.rt o! 
Thailand knew of Iowa, and their first pref
erence was to go there." 

What Iowa does to warrant this praise isn't 
so different from what private organizations, 
such as the U.S. catholic Conference and the 
Luthern Immigration and Refugee Service, 
do in all the states. Iowa puts the power and 
resources of the governor's office behind the 
refugees. 

"GLAD TO BE HERE" 
Tran Vinh Kiet is glad it does. Last April 

29, after an escape by sea from Vietnam and 
a. seven-month stay in a Malaysian refugee 
camp, the goa.teed Mr. Tran, 31 yea.rs old, ar
rived in Des Moines with his 24-year-old sis
ter and their nephew. Five days later, both 
Mr. Tran and his sister had jobs, and their 
nephew, seven-year-old Tran Kien Nghiep, 
was in a day-ca.re center. "All things a.re very 
different than in my country," Mr. Tran says 
in broken English. "But we a.re very glad to 
be here." 

Such success wasn't easy; the wheels 
started turning when Mr. Tran was still in 
Malaysia.. To begin with, a. sponsor, someone 
to help Mr. Tran adapt to his new life, had 
to be found, a task that is typically left to 
private agencies. In Iowa., however, the state 
gets involved, too, tapping sponsors outside 
the church groups that a.re the bread and 
butter of the private organizations. Kenneth 
and Kristen Tharp of Grimes, Iowa, were per
suaded to sponsor Mr. Tran. 

Mrs. Tharp, a. 25-yea.r-old social worker, 
explains that her husband had met some 
refugees in his job as a real-estate agent in 
Des Moines. Then, when Gov. Robert Ray 
went on television earlier this year to ask 
Iowans to "open our hearts," she says, "we 
decided it was something we wanted to do." 

First, though, they had to learn how, and 
the state's 12-member Refugee Service Cen
ter was ready to teach them. A meeting o! 
old and new sponsors was set up a few weeks 
before the refugees' arrival, and there the 
Tha.l'ps were given a glimpse of the future. 
The advice ranged. from the mundane (many 
of the refugees have never slept in beds) to 
the enigma.tic ("Laotians don't show emo
tion," staff member Khuyen Baccam told the 
sponsors. "A smile can mean they're happy, 
but it could also mean they're unhappy.") . 

The sponsors were given $150 per refugee
federal money that could be used for rent 
deposits, clothes and other necessities before 
the refugees arrived. The Tharps, after three 
days of looking, found a $150-a-month, one-
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bedroom apartment on the edge of a lower
class section of Des Moines and furnished it 
with gifts from friends and relatives. They 
had to buy some clothes, Mr. Tharp says, 
"because the refugees a.re smaller than most 
people." (Mr. Tran is five-foot-three.) 

Mostly, though, the couple, egged on by 
the refugee center, went looking for jobs. 
"Try to exhaust all job possibilities before 
you apply for cash assistance," Jona.nn Wild 
of the center told the sponsors. "If your back 
is against the wall," she said, "come to us 
and we'll try to work it out." 

A JOB IS FOUND 

Two days after Mr. Tran arrived by plane, 
Mr. Tharp did just that, and the center, con
veniently situated in a corner of the De
partment of Job service, placed Mr. Tran in 
a $3.50-an-hour job making aluminum win
dows a.t Corn Belt Aluminum Inc., of Des 
Moines. 

John Graham, one of the owners of Corn 
Belt Aluminum, had already contacted the 
refugee center. "I called them because I 
knew they would be taking ca.re of the ref
ugees and we had been happy with the ones 
we've employed in the past," he says. The 
company employs about 30 workers, 10 of 
them refugees. 

Most employers end up pleased with the 
refugees. "They a.re good workers and de
pendable, and that's ha.rd to find," says Wal
ter Henderson, owner of Nimble Thimble, a 
tailor shop here that hired Mr. Tran's sister 
to work a.s a seamstress. 

While Mr. Tran was grateful for his job, 
he was keenly a.ware that screwing together 
four sides of a. window frame didn't fit the 
skills he acquired in Vietnam a.s an assistant 
manager in an import-export firm. "It's sim
ple work, menial," he said. "I'd like to get a. 
better job in the future." Recently he did get 
a. better job, doing electrical repair work on 
home appliances in a. local shop. He is still 
paid $3.50 an hour, but the job requires 
more skill. 

GRIND BOTHERS SOME 

For many refugees, the 9-to-5 grind is a 
problem in itself. "Over here you have to 
work all the time just to have this," says 
Cam Ngo Ngiem through a translator, refer
ring to his four-bedroom house in a lower
class section of Des Moines. He recalls that 
1n Laos, where he was a commander in the 
army, "once you have a cow, a water buffalo, 
and a little rice, you only have to work once 
in a while." 

A few refugees complain that the state 
goes overboard in promoting the Western 
work ethic. Khamma Van Chau Luong, 52, 
another former Laotian army officer, came to 
Des Moines in October 1975 and was im
mediately given a woodcutting job in a. fur
niture factory. "They don't ask what kind of 
job you can do, but they just say you have 
to do anything," he says. Mr. Luong lost his 
index finger in an accident at the factory 
soon after he started. 

The slender Mr. Luong recently quit his 
job to study accounting and went on welfare. 
Since the state's refugee center periodically 
gets a list of all refugees on welfare, Mr. 
Luong has been receiving much of the staff's 
attention. "They chew me out every day" is 
the way he puts it. 

There has been grumbling in the black 
community that the refugees a.re taking jobs 
away from blacks. The Iowa unemployment 
rate is about 4 percent; in some areas of Des 
Moines, says Arzania. Williams, director of 
the Gateway Community Center in a black 
section of Des Moines, the unemployment 
rate for young blacks is 40 percent. "I'm not 
saying don't do anything for the refugees," 
Mr. Willia.ms says. "It's just that charity be
gins at home and spreads abroad." 

AIDS SEVEN FAMILIES 

Gateway Center itself has sponsored seven 
refugee families. "We were amazed at how 

quickly we were able to get them jobs," Mr. 
Willia.ms says. "The employers took them 
much quicker than they would the black 
ma.le." The reason for that, he surmises, is 
that "Americans have opened up their 
hearts to these people." They haven't, he 
says, for the blacks. 

Mr. Williams and others a.re also impressed 
with the fa.ct that the state stays involved 
even after the refugees have jobs. The refu
gee center is constantly giving advice on 
legal matters, housing problems and ways of 
dealing with the bureaucracy. Lawrence 
James, an assistant vice president at United 
Federal Savings & Loan in Des Moines, says 
that when he lived in Chica.go, "processing a 
loan for these people was a devil of a chore-
I had to hunt a.round to find translators." In 
Des Moines, he says, he just calls the refugee 
center. 

Of course, problems crop up ea.ch day that 
the refugee center depends on the sponsors 
to solve. Some are easy: "We've had to show 
them how to put on socks-like where the 
heels go," Mr. Tharp says. Others a.re more 
difficult: "The refugees," one sponsor says 
with exasperation, "don't trust banks. They 
stuff all their money into their mattresses." 
Mr. James confirms this account, noting 
that he often gets $2,000 down payments 
from the refugees in ca.sh. 

THE COOLNESS OF THE CHILDREN 

Many refugees a.re put off by the eagerness 
of their children to adapt to the American 
way of life. "The way the boys a.ct, the 'cool
ness,' it's seen as a. sign of disrespect," says 
Somsa.k Sa.ythongphet, a Laotian refugee 
who works for the refugee center. 

Most pa.rents, however, seem to be re
signed to such a change. "Our daughters 
have to go with where they are. They have 
to keep with the pace," says Mr. Ngiem, the 
former commander in the Laotian army. 

The pa.rents hope that their children will 
get better jobs someday than they them
selves have. Such hopes may be inflated, 
though, particularly for the older children 
who know little English and have only a 
short time to learn. 

"The 18- and 19-yea.r-old kids, they say 
they want to go to college," Jay Laughman, 
a. teacher a.t the Des Moines Technical High 
School, says with a sigh. "But they have no 
idea what college ls, or why they want to go 
there, and most of them can't speak English 
well enough to get by anyway." 

Slang Bacthi, 25, a Laotian refugee who 
works for the state, a.~ees . "We know that 
the people over 15 don't have hope," she 
says. "Most of them will come out of school 
and work like their parents." e 

ELDERLY IOWANS' FEAR OF CRIME 

• Mr. CULVER. Mr. President. I would 
like to bring to the attention of my col
leagues a recent Des Moines Register 
article about elderly Iowans' fear of 
crime. 

It is generally well known that senior 
citizens are esnecia lly vulnerable to 
crime. But what is less well known is 
that their suffering from crime reaches 
into all ~reas of our Nation. Elderly vic
timization by crime is not confined to the 
eastern region of the United States or 
our big cities. Unfortunatelv, they are 
also plagued by crime in many of Iowa's 
cities, as this article documents. 

Several factors combine to render older 
Americans particularly .!':Usceptible to the 
incidence and aftermath of crime. The 
elderly are often less able to defend 
themselves or flee from an assault, and 
may be more likely to suffer serious in
jury. Due to their longstanding home-

ownership and limited incomes, many 
senior citizens live in older, possibly de
teriorating, and crime-prone neighbor
hoods. Simply living alone, as many re
tired people do, can tend to lessen one's 
sense of safety and heighten fears and 
insecurities. Also, the predictable arrival 
of a regular monthly social security or 
other pension check tends to make senior 
citizens easy prey to the theft of these 
vital checks. 

The elderly often suffer more from 
crimes in terms of financial devastation 
and emotional trauma. For people living 
on limited incomes, who must continually 
struggle to cover basic necessities, the loss 
of even a modest amount of money can 
inflict serious hardship. Many have little 
or no savings and literally depend on 
each check for their very survival. So 
losses through theft or costly medical 
treatment are significant setbacks. 

This informative but sobering article 
relates how serious crime has affected 
the elderly in several Iowa cities. Several 
tragic deaths, as well as numerous rob
beries and muggings, have understand
ably instilled fear in the survivors and 
their neighbors. Such incidents tend to 
further isolate these senior citizens, who 
are often afraid to go outside for even 
the most common errands. Fortunately, 
the article notes, police departments and 
senior citizens groups are beginning to 
organize neighborhood watch programs 
and other needed measures for self
protection and crime prevention. 

The article also cites several surveys 
which indicate that crime is a predom
inant concern of the elderlY. ranking 
along with finances and health. Ninety
five percent of retired persons considered 
crime a serious problem according to a 
Des Moines Tribune metro poll. 

Mr. President, I urge my colleagues to 
closely read this article which illustrates 
how our senior citizens are victimized by 
crime in the Midwest. I ask that the fol
lowing Des Moines Register article be 
printed in the RECORD. 

The material follows: 
FEAR OF CRIME MAKES PRISONERS OF THE 

ELDERLY 

(By Sherry Ricchla.rdi) 
The crime is fear. 
It doesn't appear in Iowa. law books. But it 

could, because every time an elderly Iowan 
is beaten or robbed, others become victims. 

The fear of crime forces them to live iso
la. ted existences behind barricaded windows 
and locked doors. They become increasingly 
reclusive ... and silent. Some--especially 
women living in metropolitan areas-are 
afraid to go to supermarkets, to a doctor's 
office or even to take the garbage out alone. 

Crime, surveys show, ranks as a major con
cern of the elderly a.long with money, health 
and loneliness. Fear of reprisal in some neigh
borhoods is so strong that elderly citizens 
refuse to be sean talking with reporters or 
uniformed police officers. They are afraid to 
give their names. Afraid to give their ad
dresses. Afraid something might happen to 
them ... a.gain. 

Many already have been victimized or know 
others who have been mugged, robbed, 
conned, or in some cases, killed. Until re
cently, little was being done to curb this 
paralyzing fear the elderly have of crime. 
"People expect it to ha.~pen in New York 
City, but not here,'' said Des Moines Police 
Lt. Jaspers Trout. 
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In Iowa, with nearly 13 percent of the pop

ulation over 65, law enforcement agencies are 
just beginning to address the problems el
derly have with crime. In some cities, the 
police are helping the elderly marshal forces 
to carry out crime prevention activities llke 
block-watching, telephone reassurance and 
peer support in court. 

REASON TO WORRY 

Police records, especially in Iowa's larger 
cities, show the elderly have reason to worry. 
Among crimes involving older citizens during 
the past year: 

In February, Mildred White, 80, of Sioux 
City, died of brain damage after being beaten 
and robbed by a gunman in a garage near her 
house. His take: several rings e..nd a broocll. 

In August, Clar·a. Schiele, 90, of Davenport, 
died of injuries received during a purse 
snatching that occurred just outside her 
home. A few months later, Schiele's neighbor, 
Martha Kistemacher, 74, alSo was attacked 
and later died from the injuries in a nursing 
home. 

Last fall, Ruby Boyd, 88, of Des Moines, 
suffered a fractured hip, leg injuries, cuts and 
bruises when she was thrown to the ground 
by a mugger in an alley in back of her house. 
She was found by a 15-year-old neighbor who 
called for help. 

In January, Luelle Littler, 91, of Des 
Moines, awakened to find a man in her bed
room. Crippled and unable to move, she lis
tened in terror as the man roamed the house 
finally stealing a television set. It was the 
second time in a year that her home had 
been burglarized. 

Dessie Parrish, 83, of Council Bluffs, was 
beaten with her cane and robbed in February. 
Parrish was hospitalized for more than three 
weeks after the incident. 

"EASY PICKINGS" 

Older citizens are more vulnerable not 
only to malicious mischief, but to violent 
crime, according to police officials. Many are 
physically weak and slow on their feet, few 
constitute a serious threat to attackers. In 
street slang, they are called "crib jobs" or 
"easy pickings." Police records show the of
fenders often are Juveniles. 

According to Trout, director of Des Moines' 
Crime Prevention Program, catching the 
criminal is only part of the Job. "The hardest 
task is relieving the terrible fears and frus
trations the elderly have. It's horrible when 
they lose money, especially since most are on 
tight fixed incomes. They're not only fright
ened of being harmed, but of not having 
enough money left to survive,'' Trout said. 

"Unfortunately, the victimizers know too 
well when the Social Security checks arrive. 
One 80-year-old woman struggled with an 
assailant in an attempt to save her purse. 
The attacker pulled her arm right out of 
its socket. Later, she confided she only had 
$1.15 in the purse, but didn't want to lose 
photographs of her grandkids." 

POLL FINDINGS 

The Des Moines Tribune's Metro Poll found 
that 95 percent of the retired persons inter
viewed rated crime a serious problem. A 
study by the Omaha, Neb., police department 
revealed that only finances worried the el
derly more than crime in that city. According 
to a national Harris Poll, fear of crime ranks 
a.s a major concern of the elderly along with 
money and health. 

A 71-year-old Des Moines woman, who re
quests anonymity, tells of her home being 
burglarized four times in one year, the worst 
occurring while she cleaned chickens for a 
food concession at the Iowa. State Fair in 
August~ "It was the hottest time of the year, 
and they took my air conditioner and TV," 
the woman said. 

"Another time, they hit my garage and 
tried to steal my car, but I heard them and 
fiicked the lights on. They broke into a shed 
and stole all my good tools. Every night, I ask 

God to be with me while I sleep. I can't 
afford to constantly live with fear. I have 
heart trouble. When I get excited, I pass out." 

The woman hasn't considered moving be
cause, "I've lived in this house for 52 yea.rs." 
Two of her elderly neighbors, however, moved 
to care centers after being burglarized several 
times. 

In 1976, the U.S. Crime Control Act pro
vided funds and specifically encouraged pro
grams for the elderly. Since then, police de
partments in Iowa, and around the United 
States, have organized programs aimed at 
solving a lingering problem between the 
elderly and the police: personal communica
tions. 

DES MOINES PROGRAM 

A purse snatching incident this spring in 
Des Moines spurred a. group called "Prime 
Time Senior Citizens" to request meetings 
with police foot patrol units in the neigh
borhood. "When the police officers first ca.me, 
it was touchy. The people didn't relate with 
them at all. But, we kept at it and finally, 
the barriers fell,'' said Glynn Jones, director 
of nutrition for the Prime Timers. 

Now, police drop in at least once a month 
to lunch with the senior citizens. Sometimes, 
they even attend parties with the oldsters. 
Along with fostering better personal com
munications, the Des Moines police have 
organized "neighborhood watch" groups in 
high crime areas. 

"The elderly are perfect for this because 
th~y·re often home during the day," said 
Trout. "Besides, it's good for them to take 
a break from watching TV and get up and 
peek out the window to see what's going on 
once in awhile." 

To counteract fear of reprisal, police issue 
secret watch numbers that allow callers to 
remain anonymous and avoid direct con
tact with them. Des Moines police recently 
began marking the property of elderly citi
zens with special indentification numbers to 
discourage burglars. 

"We paste stickers on windows and doors 
informing would-be burglars that items in 
the house are marked. We've actually seen 
a. decline in burglaries in areas where we're 
ut111zing this," Trout said. 

But, some social workers say that Des 
Moines police aren't visible in certain high 
crime areas. Paul Walley, director of the 
Southeast Neighborhood Development 
Agency, believes foot or jeep patrols would 
help curb crime in that area. "I know they're 
doing it in other parts of the city and we 
would welcome it here. It seems to be a 
deterrent when the police are more visible. 
I'd like to see them come to our center where 
the kids, who often might be involved in 
some of these crimes, ~ould get to know 
them." 

AROUND IOWA 

Neighborhood watches are in the planning 
stage in Davenport, according to Police Sgt. 
Richard Zoeckler. The Davenport police con
duct home security checks for the elderly 
and help them secure facilities at a minimum 
cost. Zoeckler's own mother was burglarized 
last year. 

"My mother is a widow who lived on the 
good side of town. They ransacked her house 
while she was in church one Sunday. She 
couldn't adjust to llving there alone after 
that. She sold the house and moved to a 
security controlled apartment," Zoeckler 
said. 

"I know some elderly people in this town 
who have been burglarized five and six times. 
The most pitiful part is that some are as
saulted and even die of the injuries they 
receive. It's pretty ha.rd to tell them their 
fears aren't justified." 

The Waterloo police department is in a 
"holding pattern" awaiting for confirmation 
of a $90,000 Law Enforcement Assistance Ad
ministration grant for crime prevention, ac
cording to Blll Hermanson of police commu-

nity relations there. That police department, 
like many others in the state, has developed 
special programs on safety for the elderly. 

During these presentations, Hermanson 
tells senior citizens to "be disciples and learn 
to take care of each other. Go out and share 
what you learn here today." He tells them to 
"use common sense and don't be greedy if 
you want to avoid being ripped ofi' by con 
men. The world isn't like it used to be 40 
years ago. You can't just be trusting, you 
have to check things out. That's sad, but it's 
a fact of life." 

Chris Harshbarger, director of the Hawk
eye Valley Area Agency on Aging in Water
loo, recently applied for a Health, Educa
tion and Welfare grant to organize "Victim 
Pact,'' a program aimed at researching the 
effect of crime on the elderly and improving 
the ab1lity of neighborhoods to protect the 
elderly in their midst. His proposal, however, 
was turned down, and Harshbarger is angry 
about that. 

"The federal government provides money 
to study the freckles on the backside of 
gnats, but they take a different stand on this 
type of issue. I followed it up, but couldn't 
get any solid reasons for the denial,'' he said. 

Senior citizens in some Waterloo neighbor
hoods back off from reporting crimes, Harsh
barger believes, because "they literally fear 
for their lives." He relates the story of a par
tially blind woman, in her mid-80s, who bar
ricaded herself inside a small roach-infested 
hotel room, too fearful even to walk to the 
bathroom at the end of the hall. 

"She heated what little food she ate on a 
radiator and spent most of her life in bed,'' 
Harshbarger said. "We finally relocated her 
in a cleaner, safer place, but she spent years 
living life petrified by fear. 

"It's absolutely criminal for society to sit 
back and let human beings exist that way."e 

THE CLASSIFIED INFORMATION 
PROCEDURES ACT 

e Mr. HUDDLESTON. Mr. President, I 
would like to congratulate Senator BIDEN 
on the role he has played in formulating 
this important bill. 

The use of classified information in 
litigation is an area fraught with diffi
culties. Of course, I am very concerned 
that each defendant in a criminal trial 
be afforded the right to public adjudica
tion guaranteed by the sixth amendment. 
At the same time, it is intolerable that 
those with access to classified informa
tion can use their positions of trust to 
frustrate justice. By threatening to re
lease national security information, they 
can often get off scot-free. Currently, the 
Government must often choose between 
disclosing classified information and 
allowing criminal conduct to go un
punished. I think the Biden bill goes a 
long way toward ending this perversion 
of justice without damaging constitu
tional rights. 

Currently, we on the Intelligence Com
mittee are trying to work out charter 
legislation that would provide a firm 
legal basis for intelligence activities. 
While the charters will guarantee that 
the Government has the authority to 
undertake needed actions in the intelli
gence area, at the same time it should 
protect the American people against 
abuses of this authority. I fear that 
without the procedures contained in the 
Biden bill, many of the charter provi
sions would become unenforceable as 
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violators threaten to disclose sensitive 
information during trial. 

I am pleased with this bill; it goes a 
long way toward closing a gap in crimi
nal procedures that has become increas
ingly obvious and harmful.• 

THE HOME NEWS CELEBRATES A 
CENTURY OF SERVICE 

• Mr. WILLIAMS. Mr. President, for a 
century one of the vigorous voices of New 
Jersey journalism has been the Home 
News of New Brunswick, N.J. 

With a circulation of 58,000 daily and 
72,000 Sunday, the Home News serves 
one of our State's most important cities 
and its resiclents with a blend of excel
lent local, State, and national news 
coverage. 

The paper is the oldest family-owned 
newspaper in New Jersey; a fact which 
testifies to the strength, persistence, and 
business acumen of the Boyd family. 

From the paper's founder, Hugh Boyd, 
to William M. Boyd, the current editor 
and publisher, the Home News has been 
blessed with wise and creative leader
ship in the best of America's journalistic 
tradition. 

On Sunday, June 24, the Home News 
marked its lOOth anniversary with a spe
cial issue and the editorial from that 
day's paper captured the hopes and 
goals of the newspaper in a most elo
quent way. 

In an accompanying article, Ken Jen
nings, a former Home News editor and 
retired journalism professor chronicled 
the fortunes of the paper over its first 
century. 

Mr. President, I was particularly 
touched by the portions of the article 
which dealt with the late Hugh N. Boyd, 
who served as publisher of the Home 
News for 21 years until 1976. I was an 
admirer of Hugh's forthright and ex
ceptional leadership of the Home News 
and if there is a sad note to this other
wise happy occasion, it is that Hugh's 
untimely death last May 14 prevented 
him from sharing in this special cele
bration . . 

Mr. President, in an era when the 
family newspaper seems to be a vanish
ing breed, our entire Nation can be 
proud that we still have fine community 
newspapers like the Home News of New 
Brunswick, N.J. 

I ask that the editorial from the Home 
News of June 24, 1979, be printed in the 
RECORD along with excerpts from the ac
companying article by Ken Jennings. 

In addition, Mr. President, a fine new 
magazine in our State, New Jersey 
Monthly, printed a most eloquent tribute 
to Hugh Boyd in its most recent issue. 
I would ask that this editorial letter 
written by the magazine's Editor-in~ 
Chief Christ.opher F. Leach and Publish
er. Hendrix F. C. Niemann, also be 
pnnted in the RECORD. 

The material follows: 
REFLECTIONS ON OUR 100TH 

In the newspaper business, history is yes
terday's news. We chronicle today's events, 
and our favorite tense is the future. A 
knowledge and a. sense of the pa.st a.re es
sential to the presentation of today's news, 
of course, in order to bring it into focus and 

perspective, for what happens today a.nd 
wha. t will 'happen tomorrow a.re rooted in 
wha.t happened yesterday-and the da.y 
before that. 

It isn't often, though, that we reach back 
to our own beginnings as a daily publication 
to seek a.n understanding of how we have 
changed and of how those changes have 
shaped and effected the way we-a.nd you
view the world. 

We've been doing that lately, however, in 
preparing the special lOOth anniversary edi
tion of The Home News which is contained 
in today's paper. We've been reading crum
bling and yellowed copies of our old news
papers, and it has been a. delightful-and 
a sobering-experience. 

The Home News has come a long way, in 
a lot of ways, in its first one hundred years. 
The most immediately apparent change has 
been in our face; bigger type, multi-column 
headlines, photographs. And the technologi
cal changes in production methods, particu
larly in the last few years, have been breath
taking-and we're only beginning to see the 
effects of 21st century technology on our 
operation. 

But what has really fascinated us, 
amused us-and given us pause-is our 
change in style. 

Long gone are the days of breathless head
lines and unabashedly subjective stories in 
which the writers routinely reported the 
happenings of the day in a context of the 
day's mores. Woe betide the miscreant of 
yesteryear whose deeds came to the atten
tion of correspondents and editors in the 
long ago time when the community was 
small and insular and when the views of 
the community were widely held and gen
erally unchallenged ones! 

Gone, too, are the days when a crusading 
editor of The Home News (one J. Dark 
Chandlee by name) could crystallize public 
sentiment for a new Albany Street bridge over 
the Ra.rita.n River through a hoax-an elabo
rately false story describing the catastrophic 
crash of a steamroller through the old 
wooden bridge. 

And gone are the days when a private gar
den party or a fist fight on the corner or the 
purchase of a particularly handsome new 
horse carriage were vital nuggets of infor
mation for readers who were likely to know, 
first-hand, those involved. 

But if our style has changed, it is because 
the world has changed-and you have 
changed. Newspapers do not exist in a vac
uum, and ours reflects and is reflective of the 
growth and change of Central New Jersey and 
its residents. Not all of the changes are un
equivoca.bly for the better; there's a lot to be 
said for the chatty, even gossipy, tone of 
those early editions which mirrored and am
plified the sense of community and friend
liness and caring. And there are times and 
issues when Editor Chandlee's unethical tac
tics bring a momentary gleam to a frustrated 
editorial writer's eye. 

We believe-we hope-however, that The 
Home News today remains a publication 
which serves its readers as they need to be 
served a.nd as they wish to be served. Forty 
years ago, in a 60th anniversary editorial the 
editor of The Home News wrote, "We look 
back upon ourselves and as we do so we find 
cause for only a smallness in contentment, 
for only a humbleness in pride. Much per
haps has peen done, but much more certainly 
could have been done." 

We can say the same today. 
And on that 60th anniversary date, the 

editor vowed tha.t The Home News stands 
"in solemn rededication" to work in "helpful 
cooperation toward the common goal-a 
greater New Brunswick, a greater Middlesex 
County." 

We renew that pledge today. But on this 
lOOth anniversary, we must expand it, dedi
cating ourselves to serve better the greater 
community of Central New Jersey, to produce 

papers that are relevant to society's needs, to 
present news fairly, accurately and in depth, 
and to be the public's watchdog, advocate 
and spokesman. 

For at least another century. 

PAPER'S HISTORY Is STORY OF GROWTH 

{By Kenneth Q. Jennings) 
Newspapers, as are people, are born, live 

and breathe. Unlike people, some of them 
never die. Their growth usually fluctuates 
with the community in which they live. 

So has it been with The Home News. 
Because his straitlaced Presbyterian father 

refused to allow him to work on the Sabbath 
when the Belfast News-Letter started a Sun
day edition, Hugh Boyd, a journeyman 
printer, left his native North Ireland for 
fame and fortune in the United States. 

Ten years later. Hugh Boyd was the sole 
proprietor of a nine-month-old daily news
paper which its backers were glad to sell him 
for the $200 borrowed from them to launch 
it. 

This was on Dec. 1, 1879. 
Now, 100 years later, the fifth generation 

of the Boyd family. and the third named 
Hugh, is a member of the board of direc
tors. His father, William M. Boyd, is presi
dent of the Home News Publishing Co. This 
lineage makes The Home News the oldest 
family-owned daily newspaper in New Jer
sey and one of the most venerable in this 
American tradition. 

In Hugh N. Boyd, the best traits of three 
generations of Home News publishers were 
evident. He inherited his father's business 
acumen and the writing ability of his 
uncles, Elmer and Arthur. The latter was 
evident in his popular Sunday column 
entitled, "A Boyd's Eye View" and the per
sonality profile of Mamie Eisenhower in 1953 
which won wide acclaim. 

In guiding the course of bringing more 
news and services to the reader, Hugh N. 
Boyd expanded the influence of The Home 
News to other areas during the past decades. 
Under his direction, as chairman of the 
board, the Home News Publishing Co. owns 
two television outlets from Connecticut to 
Florida. They are: 

House.tonic Publishing Corp., which pub
lishes weekly newspapers in Brookfield, New 
Milford and Litchfield, Conn., and Pa.wling, 
N.Y .; the Housatonic Broadcasting Co., which 
operates AM and FM radio stations in Brook
field, Conn.; the Holston Valley Broadcast
ing Corp., which operates an FM radio and a. 
television station in Kingsport, Tenn.; 
Northwest Connecticut Broadcasting Corp., 
which operates an AM station in Torrington, 
Conn., and Caloosa. Television Corp., opera
tor of the television station in Naples/Fort 
Myers, Fla.. • 

Luckily for New Brunswick, Hugh N. Boyd, 
like his predecessors, was active in civic 
affairs. He served on every important board 
of directors associated with · all facets of 
community life. In addition, his sphere of 
public service covered the state level being 
appointed there three times by New Jersey 
governors to serve on commissions. His in
terests were even wider, with association 
with Freedom of Information groups which 
ga.ve him international acclaim. Through
out his lifetime, Hugh Boyd maintained a 
deep interest in young people, especially 
those involved in journalism. His interests 
journalistically and religiously were height
ened when, just before his death, Bishop 
George Ahr of Trenton appointed him to the 
editorial board of the official diocesan 
publication. 

Hugh Boyd's untimely death last May 14, 
at age 67, ended abruptly what was to be 
the most rewarding year of his life. After 
stepping down in 1976, after 21 years as pub
lisher and 44 years as a staff member, he 
remained active as chairman of the board 
and edi toria.I head of the newspaper looking 
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forward to the centennia.I anniversary of 
The Home News. 

The long Home News tra.dltion of com
munity coverage and service will continue 
under the stewardship of Wllliam M. Boyd, 
who succeeded his father three years ago as 
editor and publisher. After graduation from 
the School of Journalism at Stanford Uni
versity, Bill Boyd joined the staff of the 
San Diego Union-Tribune, in California. 
After becoming a director and member of 
the executive <:0mmitt ee of The Home News, 
he became genera.I manager in 1960. 

It is interesting to not e that The Home 
News in its three moves during the past 
century has continued to publish within 
the city limits. 

The Home News has never changed in an
other respect. A reader has always been able 
to look with pride and satisfaction on the 
success of independent journalism in New 
Brunswick first demonstrated 100 years ago 
by pioneer Hugh Boyd. 

rFrom the New Jersey Monthly, July 1979] 
THE TALENT SCOUT 

The last time I saw Hugh Boyd alive 
was at a McDonald's in New Brunswick 
on Friday, May 4. We met by chance, had 
a quick lunch, and talked for an hour 
about New Jersey Monthly, the problems 
of parochial school, New Brunswick politics, 
and an idea he had cherished for yea.rs-a 
national newspaper that would complle the 
best thinking from opinion pages of news
papers all over the country for national 
circulation. In a very real way, the last item 
on the agenda tells the most about the kind 
of man Hugh Boyd was- a man of ideas 
and a nourisher of dreams. One dream he 
helped nourish into life was this magazine, 
as a founding partner in NJM Associates, 
the group that owns the New Jersey 
Monthly. 

Mr. Boyd died eight days after suffering 
a cerebral hemorrhage on the evening of 
the same day we met for lunch. His death 
was a profound shock to the communities 
he had known so well for varying periods 
during 67 years of life-to the staff of the 
New Brunswick Home News, of which he 
was publisher for twenty years; to the peo
ple who ran the two television stations, the 
radio stations, and the weekly newspapers 
he had either acquired or bunt during his 
career; to all who knew and respected his 
knowledge and judgment throughout New 
Jersey and all over the country. And to Drix 
Niemann and myself, two young men to 
whom he gave a chance that resulted in 
this magazine. 

At Mr. Boyd's funeral mass those who 
spoke of him gave little time to his many 
physical monuments. #!'hey spoke, rather, 
of his ability to dream. As was said of Rob
ert Kennedy, he asked "Why not?" when 
others would ask "Why?" Hugh Boyd was 
described by one of his eulogists as a talent 
scout, a man who sought and cultivated 
young people with ideas. His legacy, to us 
at - least, is the notion that nothing is so 
valuable as a person or an idea given an 
opportunity to mature, a legacy we have 
tried to incorporate into the way we run 
New Jersey Monthly. 

Hugh Boyd cared deeply about quality, 
too, which is why I think he would have 
been proud to know that, shortly before he 
died, New Jersey Monthly won two Sigma 
Delta Chi awards for outstanding journal
istic achievementr-the second year in a 
row we have been so honored. What we do 
here is really a tribute to his faith , and o! 
him it can truly be said, "If you seek his 
monument, look around you." 

We will miss you, Hugh. And although 
words are hollow substitutes, there's one we 
have to say: "Thanks." e 

WORLD ADMINISTRATIVE RADIO 
CONFERENCE 

e Mr. GOLDWATER. Mr. President, this 
fall an important international confer
ence that could have a profound etfect 
on our Nation is convening in Geneva, 
Switzerland. Unlike our negotiations on 
SALT or the Law of the Sea, this Qm
ference has received little attention from 
the general press. As a result, most 
Members of Congress and the American 
people are generally unaware that it will 
take place. 

Mr. President, I am describing the 
World Administrative Radio Conference 
<WARC) to be convened by the Interna
tional Telecommunications Union, and 
attended by 154 ITU member states. It 
will have the authority to make major 
modifications in the existing interna
tional radio regulations, the laws gov
erning international telecommunica
tions. General W ARC's such as this one 
are convened only once every 20 years. 
Thus, the decisions made there will es
tablish the direction and parameters of 
global telecommunications into the next 
century. A broad spectrum of significant 
foreign policy and security interests will 
be atfected by W ARC 1979. 

As a member of the Communications 
Subcommittee, I have been concerned 
with the growing politicization of the 
ITU as a result of the etforts being made 
by Third World nations to accomplish 
political objectives in what has been in 
the past, a forum for technical discus
sion. Because of this concern, in Janu
ary, Senator HARRISON SCHMITT and I 
requested the Congressional Research 
Service to evaluate U.S. preparations for 
WARC 1979. That study has been com
pleted and its conclusion confirms my 
fears. I ask that a copy of the CRS study 
be printed in the RECORD at the conclu
sion of my remarks. After reviewing the 
CRS study, I wrote to Deputy Secretary 
of State, Warren Christopher, asking 
him to advise me of the actions being 
taken to protect the interests of the 
United States at W ARC. I ask that the 
letter also be printed in the RECORD. 
Because the Congress must be in a posi
tion to evaluate U.S. preparations and to 
analyze the results of the Conference, in
cluding perhaps proposing reservations 
to the treaty, I requested the Commerce, 
Science, and Transportation Committee 
to hire an outside consultant. That is 
being done and the committee will make 
the findings of this study available to 
Members of the Senate in an etfort to 
assist them in meeting their responsi
bilities next year. 

If the Senate's schedule permits me to 
do so, I hope to attend the W ARC to 
assess the problems faced by the United 
States and personally evaluate our dele
gation's etforts to protect U.S. interests. 
I will report to the Senate on my 
findings. 

The material follows: 
JULY 9, 1979. 

Hon. WARREN M. CHRISTOPHER, 
Deputy Secretary of State 
Department of State 
2201 C Street 
Washington, D.C. 

DEAR MR. SECRETARY: As you know, I have 
been ooncerned that U .S. interests may be 

adversely affected by decisions made at the 
1979 World Aclmi.nistrative Radio Conference. 

In order to determine what the Congress 
can do to help protect U .S. interests, Senator 
HARRISON ScHMI'lT and I requested the Con
gressional Research Service to report on U.S. 
preparations. Tha.t report has been com
pleted; I am enclosing a copy for your 
information. 

The report concluded tha.t the Department 
of State now anticipates there will be areas 
of "potential confrontation" despite the De
partment's previous emphasis on the areas 
of agreement between U.S. and foreign 
proposals. 

If the Department recognizes, as Ambas
sador Robinson predicted to a House Foreign 
Affairs Subcommittee on June 14, that the 
U.S. will encounter "considerable resistance" 
and "great controversy" at W ARC, what ac
tion is being taken to coordinate the interests 
of the U.S. in this forum with other foreign 
policy objectives? Further, please advise me 
of the specific action being ta.ken by the U.S. 
delegation to coordinate fall-back positions 
on controversial issues with Departmental 
and agency policy-level personnel. 

I look forward to a continuing dialogue on 
this very important matter. 

Sincerely, 
BARRY GOLDWATER. 

WASHINGTON, D.C., 
June 29 , 1979. 

Hon. BARRY GOLDWATER and 
Hon. HARRISON SCHMITT, 

Committee on Commerce, Science, and 
Transportation, U .S. Senate, Washing
ton, D.C. 

DEAR SENATORS GoLDWATER AND ScHMI'lT: 
In response to your request, I am submitting 
a report on U.S. preparations for the World 
Administrative Radio Conference of 1979. 

As you requested, the report includes an 
assessment of U.S. prepa.ratory efforts, an 
analysis and evaluation of the sutbstance of 
the U.S. position, and an overview of the 
major policy positions and the principal for
eign positions, with particular emphasis on 
the positions of the developing countries. 

The report was written by Dr. Joel M. 
Woldman, Suecialist in U.S . Foreign Polley, 
.Foreign Affairs and National Defense Divi
sion, with the execption of a section on 
Allocation Issues, which was written by 
Marcia S. Smith, Analyst in Aerospace and 
Energy Technology, Science Policy Research 
Division. 

We hope this report will serve your needs. 
Please feel free to call on us if we can be of 
further assistance. 

Sincerely, 
Gn.BER'l GUDE, 

Direct01'. 

THE WORLD ADMINISTRATIVE RADIO CoNFER
ENCE OF 1979 : U.S. PREPARATIONS AND PROS-
PECTS 

EXECUTIVE SUMMARY 
The Internationa.l Telecommunication Un

ion (ITU) has scheduled the first general 
World Aclministm.tive Radio Conference 
(WARiC) in twenty yea.rs for ten weeks from 
September 24 through Novemlber 30, 1979 in 
Geneva, Switzerland. To be attended by most 
of the 1'54 ITU member states, the WIARC will 
have the authority to modify significantly 
the existing International Radio Regulations, 
the larws governing international teleoom
munci.a.tions. Since general W AR!Cs a.re con
vened only once every twenty years, the 
changes in the Regulations resulting from 
the meeting ma.y set the direction and. 
parameters for glob,il.l telecommunications 
until approximately the year 2000. 

Significant questions affecting U.S. se
curity interests, industry, a.nd offi.cia.l over
seas information programs will be decided 
at W ARC 79. Since Conference decisions will 
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be reached on a one-country, one-vote basis, 
however, and over two-thirds of the mem
bers are less developed countries (LDCs) from 
the Third World, the Conference may prove 
a considerable challenge to U.S. policy mak
ers .and representatives. Moreover, in the 
United States, as in other countries, the Reg
ulations have treaty status: therefore, any 
changes made by the W ARC will have to be 
approved by the Senate. 

Radio broadcasting is only the most fa
miliar use of radio (electromagnetic) waves. 
Others include television; telegraphy; tele
phone; telex; fixed or mobile point-to-point 
communication between ships or aircraft, 
taxis or police; radar; microwave relay; 
radio astronomy; and all forms of satellite 
and c.able communication. Since the electro
magnetic spectrum is finite, there must be 
both international rules governing its use 
and national regulations for communications 
services within the borders of each country. 
Otherwse, each country's signals would con
stantly be interrupted by both domestic and 
foreign interference. 

U.S. participation at WARC 79 can be 
viewed in a matrix of four general sets of 
issues-technological, economic, legal, and 
political/national security-which may or 
may not cause problems for us: 

1. Technological 
The technological issues include the U.S. 

proposals for an expanded High Frequency 
band permitting significant improvement in 
international shortwave broadcasting; for 
increasing allocations in the mtra High Fre
quency band for land mobile services to be 
shared with broadcasting services; and sev
eral satellite-related problem_s, including the 
question of the right of equatorial countries 
to charge rent for use of the space above 
them for the positioning of geosynchronous 
communications satellites, the already highly 
politicized Direct Broadcast Satellite issue, 
and the Remote Earth Sensing Satellite issue. 

2. Economic 

Any changes in the ITU International 
Radio Regulations are of special interest to 
the U.S. telecommunications industry, both 
the manufacturers of hardware and software 
and the international communications car
riers. Significant change could render exist
ing equipment obsolete or, at least, require 
expensive retooling. The multibillion dollar 
U.S. communications industry could also be 
seriously affected by changes in the basic 
groundrules governing the use of and access 
to the spectrum on which their livelihood 
depends. Understandably, specific companies 
and branches of the industry have tended to 
view the process from their own perspective, 
and not necessarily from the same vantage 
point as U.S. Government planners. 

3. Legal 
Questions have been raised by those who 

foresee the possibility that the Regulations 
might be revised along lines which the United 
States would find ditficul t to accept. Like all 
ITU members, the United States has the 
option of footnoting or taking a reservation 
on a particular clause or section to indicate 
that the provision will not be considered 
binding. While in the past, the U.S. has em
phasized har!:!1ony and refrained .from follow
ing this practice except on one occasion, it 
may be advisable to attach reservations this 
year if the \YARC accepts provisions that 
could be consiCiered unwise or a tllreat to u s 
national interests. · · 

It appears to be generally agreed that it 
~ould be difficult and even unproductive to 
opt out of the entire WARC agreement, since 
it governs orderely cooperation in spectrum 
use and global telecommunications, and the 
U.S. has more at stake in this regard than 
any other country. This relates to the domi
nant international role played by us_ 
owned information carriers, telecommuni~~-

tion equipment manufacturers, and news 
media. It also relates to the confusion and 
chaos that might develop in telecommunica
tions if there were not some international re
gime governing spectrum use. In the event 
that new Regulations could not be finalized 
by the conference, the existing Regulations 
would remain in force until acceptable 
changes were agreed upon at a subsequent 
meeting. 

4. Political/national security 
After the conclusion of the WARC, it will 

be possible to enumerate the changes in the 
Radio Regulations and to quantify the con
sequences for the U.S. telecommunications 
industry or the additional or reduced frequ
encies that will then be available to U.S. 
international ·broadcasters such as the Voice 
of America and Radio Free Europe/Radio 
Liberty or military communications. It might 
be noted in this context that the Department 
of Defense is a major consumer of U.S. spec
trum assignments and has become increas
ingly dependent upon satellite technology 
for surveillance and communications coor
dination. 

It will be more difficult to define the wider 
implications for U.S. global interests of dras
tic changes in the Regulations. These con
cerns relate to possible barriers to accus
tomed U.S. access to foreign markets, audi
ences, and computerized data banks, and 
the concept of information as a basic re
source in the conduct of international 
relations. 

There is growing apprehension that Third 
World countries, which now comprise over 
two-thirds of the membership of the ITU 
(like all U.N. agencies) and therefore com
mand a majority if they choose to vote ~n 
bloc, might use the occasion of W ARC 79 
to attempt to win a round in what they see 
as the continuing conflict between the de
veloped countries of the "North" and the 
developing countries of the "South." 

In the area of international communica
tions, the Third World has voiced a number 
of grievances under the general heading of 
the "New World Information Order." These 
concerns include a more "balanced" flow of 
information between North and South; the 
prior consent of governments before their 
people are exposed to foreign "propaganda" 
or cultural influence (in anticipation of the 
future development of direct broadcasting 
by satellite) ; and the demand-more rele
vant in the WARC context--that portions of 
the increasingly crowded spectrum be re
served for developing countries that might 
not be able to use it until some unspecified 
future time. Only the latter issue could 
legitimately be considered an item on the 
W ARC 79 agenda, but the others will never
theless also probably be raised in general 
debate. 

A 64-member U.S. delegation will partici
pate in WARC 79, under the direction of law 
professor and former FCC commissioner 
Glen 0. Robinson. The delegation, partially 
appointed in early 1979, and with additional 
appointees named in late May, includes rep
resentatives of both Government and the pri
vate sector. There will also be 4 representa
tives from each House of Congress. Some 
concern has been voiced by the U.S. tele
communications industry that because of a 
reinterpretation of conflict of interest legis
lation, private industry representatives will 
no longer be able to a.ct as delegation spokes
persons or to their committees or working 
groups. A recent amendment to the State 
Department authorizing legislation by the 
Senate--but not yet passed by the House-
would permit the Secretary of State to waive 
this regulation, but apprehension persists 
that the original legislation could limit U.S. 
effectiveness by restricting the activities of 
the most knowledgeable members o! the 
delegation. 

The U.S. proposals for changes in the Reg
ulations were submitted to the ITU in Jan
uary, following extensive discussions within 
the U.S. Government and telecommunica
tions industry, both of which are spectrum 
users and would therefore be directly af
fected by the outcome of the conference. 
The Government discussions were led by the 
State Department and the Interdepartment 
Radio Advisory Committee (!RAC) of the 
Department of Commerce's National Tele
communication and Information Adminis
tration (NTIA), representing the eighteen 
Federal agencies and departments that are 
major spectrum users. The Federal Com
munications Commission chaired similar de
liberations for the private sector and the 
general public. 

There were some differences within the 
Government on the U.S. proposals, notably 
the one which dealt with the High Frequency 
band. While the International Communica
tion Agency, the parent body of the Voice of 
America, and the Board for International 
Broadcasting, which oversees Radio Free Eu
rope/Radio Liberty, favored increased alloca
tions for international shortwave broadcast
ing, the Department of Defense opposed such 
a move because it would require reduction 
of some of the frequencies now assigned to 
DOD communications. Ultimately, the dis
pute had to be referred to the National Secu
rity Council, where it was reportedly decided 
in favor of the broadcasters. 

The basic U.S. objectives as stated in the 
proposals are: 

( 1) to continue to support the ITU as the 
best means of maintaining order in global 
telecommunications: 

(2) to achieve minimal change in spectrum 
allocations or procedures based on present 
or predictable needs; 

(3) to support spectrum management pro
cedures that permit a flexible approach to 
solving problems as they arise; and 

(4) to accommodate the needs of all coun
tries---developing and developed-to the 
maximum degree possible. 

Among other changes, the U.S. has pro
posed the following: 

( 1) An expansion of the AM radio band 
that would make possible an additional 700 
stations; 

(2) Co-equal sharing by broadcasting and 
land mobile services (e.g., Citizen's Band) in 
the UHF band; 

(3) Future consideration of changes that 
would provide for inexpensive two-way voice 
and data communications via satell1te to re
mote areas where terrestrial facilities are not 
available 

(4) Expansion of fixed satellite service 
( 5) Splitting the satellite service in the 12 

GHz band into two sub-bands for fixed satel
lites and direct broadcast satellites, effec
tively tripling the number of orbital positions 
available to each; and 

(6) Expansion of the number of frequen
cies available to the amateur service. 

Since the submission of the U.S. proposals 
in January, the United States has partici
pated in over 50 bilateral and multilateral 
discussions to measure foreign reactions and 
gain some background to the proposals pre
pared by others. Although the U.S. deleg!\tion 
staff at the State Department reported in 
mid-May that foreign reactions to date had 
been largely positive, later public statements 
indicated significant areas of controversy 
both on the use of specific frequencies and 
on certain procedural issues. The LDCs, for 
example, are most interested in the High 
Frequency band and below. All the LDCs 
want to retain the fixed services in that band 
and question the U.S. proposal to reduce 
fixed service allocations in order to expand 
shortwave broadcasting and alleviate crowd
ing and interference. They also disagree with 
the U.S. position on right o! access to the 
spectrum and the geostationary orbit. On the 
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other hand, most countries support the U.S. 
proposals to expand the amateur and fixed 
satelllte services. 

At this writing, the basic outlook of the 
U.S. delegation is one of cautious apprehen
sion and an apparent feeling that there 
could be considerable politicization or con
frontation between North and South at 
W ARC 79. It is difficult to confirm whether 
or not such views are justified. 

Now that the U.S. delegation has been 
named, the remaining months before the 
opening of WARC 79 offer continuing oppor
tunities for both the executive branch and 
Congress to prepare for what may be ahead. 
The executive branch can continue to con
sult with foreign governments and multilat
eral organizations to better anticipate the 
reactions of other countries to the U.S. pro
posals, as well as to analyze foreign proposals 
in advance of the conference. 

The relevant Committees of Congress could 
schedule investigative and educational hear
ings to provide a forum for both Govern
ment and private views to be expressed. This 
would be an opportunity for the exercise of 
legislative oversight and also increase public 
exposure to the complex but important issues 
raised in the context of WARC 79. The re
sults of the conference wm necessarily be 
examined by the Senate to determine wheth
er U.S. national interests have been suffici
ently protected within a system of harmoni
ous global telecommunications for the last 
20 years of this century. 

I. INTRODUCTION 

A. The International Telecommunication 
Union (ITU) and WARC's 

The International Telecommunication 
Union, oldest affiliate of the United Nations 
family of agencies, traces its origins back to 
the founding of the International Telegraph 
Union in 1865. Throughout the years, it has 
served as a forum for achieving international 
cooperation in telecommunications. 

In recent years, international agreement 
on telecommunications matters has been 
achieved through the convening of ITU meet
ings called World Administrative Radio Con
ference (WARCs). While most WARCs have 
dealt with limited agendas focused on such 
specific issues as maritime satellltes, the ITU 
also sponsors general W ARCs approximately 
once every 20 years. The last such confer
ence in Geneva (1959)-like its predecessor 
in Atlantic City in 1947-was tasked with 
general ad.1ustment of the International 
Radio Regulations governing the basic tech
nical rules, operating procedures, and radio 
frequency allocations covering the flow of 
global telecommunications. This was neces
sary because of the changes in technology 
and usage since the previous general W ARC. 

B. The general WARC of 1979 
On September 24, 1979, the ITU will con

vene another general W ARC in Geneva. It 
will be one of the largest international con
ferences ever held. This 10-week conference 
will be attended by representatives of most 
of the 154 ITU member states and will once 
again have the authority to modify sig
nificantly the existing International Radlo 
Regulations. As ls the case with most U.N. 
agencies , each member-state has one vote, 
and this results in preponderant representa
tion for the over 100 developing and/or non
aligned countries belonging to the ITU. 

Since general W ARCs are held only once 
every twenty years, the Regulations which 
result from the 1979 WARC will set the di
rection for global telecommunications untll 
approximately the year 2000. In the United 
States, as in other countries, the Regulations 
have treaty status; therefore, any changes 
made by the W ARC will require approval oy 
the Senate. 

It might be recalled that radio broadcast
ing ls only the most famlllar type of servlce 
dependent on the use of radio ( electromag-

netic) waves. Others include television; tel
egraph; telephone; telex; fixed or moblle 
point-to-point communication between 
ships or aircraft, taxis or police; radar; mi
crowave relay; radio astronomy; and all 
forms of satellite and cable communication. 
While radio and television are normally in
tended for public reception, most of the 
other services cited are for more limited 
audiences. Since the electromagnetic spec
trum ls finite, there must be both interna
tional rules governing its use and national 
regulations for communications services 
within the borders of each country. Other
wise, each country's signals would constantly 
be interrupted by both domestic and foreign 
interference. This problem has been growing 
in recent years despite the existence of the 
ITU and the International Radio Regula
tions. 

The potentially contentious, as well as 
more prosaic, issues for the United States 
which might arise fall into four general 
categories: 

1. Technological 
The technological issues include increas

ing High Frequency (HF) international 
shortwave broadcasting allocations and 
sharing those portions of the band with the 
fixed services; increasing allocations in the 
Ultra High Frequency (UHF) band for land 
mobile services to be shared with broadcast
ing services; allotment plans for distribut
ing frequencies and orbital satelllte posi
tions on a country-by-country basis; a plan 
by Colombia and some other Third World 
equatorial countries to allocate orbital 
"parking spaces" for geosynchronous com
munications satellltes and/or to establish a 
fourth (equatorial) ITU region-there are 
now three for the entire globe•-to enable 
these states to function like a cartel and 
perhaps to exploit their unique resource, 
the equatorial airspace needed for geosyn
chronous satellltes; and several satemte
related problems, including the highly poli
ticized Direct Broadcast Satemte (DBS) is
sue, and .the Remote Earth Sensing (Earth 
Environmental) Satemte issue, in which, re
spectively, the right of foreign states to 
directly send information to or gather and 
disseminate it from other states without the 
prior approval of the host governments ls 
being questioned. 

2. Economic 
Any changes in the Radio Regulations are 

of special interest to the U.S. telecommuni
cations industry, both the manufacturers of 
hardware and software and the international 
communications carriers. Significant change 
could render existing equipment obsolete or, 
at least, require expensive retooling. U.S. 
manufacturers produce equipment for both 
the home and foreign markets, especially in 
the high technology satelllte field. The mul
tibill1on dollar domestic U .s. communica
tions industry could also be seriously af
fected by changes in the basic groundrules 
governing the use of the spectrum on which 
their livelihood depends. Unlike many coun
tries which may be as small as individual 
U.S. states, the physical expanse of the 
United States allows for a huge domestic 
and largely self-contained market with uni
form operating procedures and a large, 
basically unillngual audience. 

3. Legal 
Questions have been raised by those who 

foresee the possibility that the Regulations 
might be revised along lines which the 
United States would find difficult to accept 
and implement. The United States, llke au 
ITU members, has the option of footnoting 
a provision or taking a reservation on a 
particular clause or section to indicate that 
the provision will not be considered binding. 
In the past, however, the United States has 

Footnotes at end of article. 

emphasized compromise and refrained from 
following this accepted practice except on 
one occasion in 1974. In this regard, Ithiel 
de Sola Pool has suggested that the United 
States should be prepared to attach reserva
tions on any aspect of the 1979 agreement 
that we see as unwise or a serious challenge 
to our national interests, rather than com
promise in the interest of harmony as we 
have usually done in the past.1 

The United States would find it difficult 
to opt out of the entire WARC agreement, 
since it governs orderly cooperation in spec
trum use and the wide range of global tele
communications, and the United States has 
more to gain from such an agreement than 
any other country. This relates to the domi
nant role played by U.S. information carriers, 
telecommunications equipment manufactur
ers, and news media. Moreover, although the 
ITU provides no sanctions for noncompli
ance with WARC decisions, there are strong 
unofficial political and economic incentives 
for U.S. agreement. 

Some observers have suggested that 1f the 
results of the WARC were so unacceptable 
that the United States could not live with 
them, we would have the ultimate option of 
withdrawing from the ITU, as we did from 
the International Labor Organization (ILO), 
and perhaps trying to regulate telecommuni
cations on a regional, rather than a global 
scale. The problem with this solution relates 
to the different nature of the two interna
tional agencies. While the United States can 
function pei"fectly well without participat
ing in ILO activities, considerable confusion 
and chaos could develop in the field of global 
telecommunications if there were not some 
international regime governing the use of 
the spectrum. At any rate, the U.S. Govern
ment is not currently considering opting out 
of the ITU as a practical alternative.2 

WARC agreement would undoubtedly 
include provisions for the convening of 
future general and specialized WARCs to 
consider the unresolved issues. 

Pool suggests that even the worst scenario, 
a deadlocked W ARC unable to resolve many 
specific issues, would still result in some 
kind of an agreement, however limited and 
tentative.3 The consequence of such a devel
opment would be a continuation of the 
status quo ante, and a stable global tele
communications structure would continue to 
operate until resolution of the outstanding 
issues could be achieved. Such a tentative 
W ARC agreement would undoubtedly 
include provisions for the convening of 
future general and specialized WARCs to 
consider the unresolved issues. 

4. Political/ National Security 
The foreign policy and .national security 

implications of the outcome of the 1979 
W ARC are both tangible and intangible. It 
would not be difficult--once they are known 
-to enumerate the specific changes in the 
ITU Internatio.nal Radio Regulations which 
will result. and quantify most consequences 
for the U.S. telecommunications industry or 
the additional or reduced frequencies that 
will be available to U.S. Government inter
natio.nal broadcasters (the Voice of Ameri
ca, Radio Free Europe, and Radio Liberty) 
or military communications. 

It will be more of a problem to define the 
implications of a drastic revision of the Radio 
Regulations for U.S. global interests. The 
United States has grown accustomed to rela-
tively unrestricted access to foreign tele
communications markets, audiences, and 
data. This has permitted the development 
of something approaching a cultural/eco-
nomic "sphere of influence" for the United 
States in many countries, even some with 
which we have political tensions. Critics of 
the cultural aspect of this impact have 
called it "cultural imperialism" or "infor
mation dependency," whlle its proponents 
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view it more positively as a catalyst in the 
creation of a "global village." The foreign 
policy implications of such influence are dif
ficult to quantify, but its disappearance 
would, it would seem, diminish or curtail 
the U.S. role in the world. In this context, 
the broad definition of information as a 
basic resource central to the conduct of in
ternational relations permits us to view 
these concerns from a broader perspective. 

A specific U.S. concern in the area of in
ternational information flows is European 
legislation already enacted or being consid
ered that would restrict the export of com
puter data and other transborder data flows.' 
These restrictions are being discussed by the 
OECD, the Council of Europe, the Nordic 
Council, and a number of individual Euro
pean governments because many of them 
store vital data in instantaneously accessed 
U.S. computers. They apparently fear th3.'· 
these data could be--or are already being
used by the United States for purposes tha• 
they perceive as potentially injurious to 
their own national interests. Moreover it is 
possible that there could be an incursion 
by a foreign state-in the name of protecting 
its own privacy or sovereignty-into the kind 
of encrypted information on foreign opera
tions and movements being sent down by 
U.S. military satellites, as well as other sen
sitive international data transmissions such 
as State Department of Department of De
fense (DOD) cables. 

In addition, John Clippinger has recently 
suggested that it would be inconceivable that 
this country would compromise or jeopardize 
its current or future capability in the area 
of Department of Defense use of spectrum 
through any form of restrictive W ARC a.gree
men t. 5 He saw such a. development as the 
catalyst for sovereignty issues at WARC be
coming "paramount, and, in effect, non
negotiable [for the U.S.) ." While the DOD 
may find the final WARC 79 agreement per
fectly acceptable and nonrestrictive, an 
agreement that they consider to be too limit
ing for their purposes might require a. U.S. 
decision to restrict private sector use of a 
particular band or portion of the spectrum 
in order to permit increased DOD access. 

II. MAJOR POLICY ISSUES AND PROBLEMS 

A. Technical / procedural 
1. New and Changed Frequency Allocations 

to Meet Changing Needs 
Increases may be sought by various coun

tries in frequencies allocated to broadcast
ing, amateur, land mobile, maritime, and 
satellite services, among others. Most in
creases agreed upon would, of necessity, re
quire decreases in allocations for other serv
ices, although some could be accommodated 
through sharing of frequencies among dif
ferent services. Yet sharing is opposed by 
many of the developing countries becaiuse it 
requires more planning and imposes more 
discipline on the co-users than non-sharing. 

Any changes in frequency allocations ar
rived at by W ARC 79 in the International 
Radio Regulations would first be felt by 
U.S. Government users of the spectrum. This 
includes the U.S. international broadcast
ers-the Voice of America (VOA), Radio Free 
Europe (RFE), and Radio Liberty (RL)-and 
the Departments of State and Defense. New 
frequency allocations for the U.S. interna
tional broadcasters could require changes in 
broadcasting schedules, possible reductions 
in or additions to broadcast time, and re
alignment of transmitters and antennae. The 
DOD, in particular, ls a major consumer of 
U..:S. spectrum assignments and is becoming 
increasingly dependent upon satellite tech
n~gy for surveillance and coinmunications 
coordination, and for advanced applications.a 
Examples include the DOD worldwide com
munications network, the NAVSTAR satellite 
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system for pinpointing plane and ship loca
tions, a.s well as planned laser-based satellite 
systems. At the same time, it has been argued 
that "mllltary uses are particularly wasteful 
of the spectrum, because they are redun
dant-with several channels available in the 
event equipment is demolished or jammed.7 

Non-Federal Government use will only be 
affected following possible negotiations with 
neighboring nations in ITU Region 2 (the 
Western Hemisphere) and Federal Commu
nications Commission (FCC) rulemaking. 
The American public will then begin experi
encing directly the impact of W ARC 79 in 
frequency allocation changes involving AM 
broadcasting, the various land mobile serv
ices (two-way radio), direct broadcasting 
from sa.tellites,8 and the further use of satel
lites to facilitate point-to-point communi
cations for business and personal use. Many 
of the proposed changes--if implemented
would require redesign and adjustment or 
replacement of existing equipment. The 
implications for both the public and the 
telecommunications industry are significant. 
2. Review and Possible Revision of Technical 

Standards for Sharing of Frequencies 
The suggestion has been made that fre

quencies now reserved for only one type of 
service be shared to the maximum extent 
technically and administratively possible. 
Sha.ring occurs when two or more different 
services have legitimate access to the same 
frequency and is based on the presumption 
that competing services can be kept from 
using the same spectrum a.t the same time 
in the same geographic area. Such a goal 
requires procedures that give careful atten
tion to technical standards to prevent inter
ference. Without such attention, the result
ing interference would make the remedy 
worse than the problem. Once these steps 
have been taken, the main issue becomes 
the added costs of administering the closer 
coordina.tion required among users by the 
sharing of previously unshared frequencies . 
3. Review and Possible Revision of General 

Principles for Allocations, Orbital Utlliza.
tion, and Procedures for Coordination, 
Notification, and Registration of Fre
quencies 
Proposals will probably be made by some 

countries to revise existing procedures to 
make them clearer, simpler, and more effi
cient. The practice of giving recognition and 
priority to use to those countries which 
have first registered ("first come, first 
served") frequency assignments with the 
ITU will most likely be raised. Alternative 
proposals may include the establishment of 
allotment plans for the distribution of fre
quencies and/or orbital satellite space slots 
on a country-by-country basis, regardless of 
present or anticipated requirements. 

Under the present system, when a broad
caster needs a frequency, he makes a request 
to the ITU International Frequency Regis
tration Board (IFRB) and is assigned one 
allocated to his specific purpose that ls not 
being used by another broadcaster; the prin
ciple of "squatter's rights" applies. But the 
growing demands of established broadcast
ers and newcomers for existing frequency 
assignments and the relatively new and-in 
the United States-unpopular concept of "a 
priori" advanced planning of telecommuni
catio-ns - facilities h·ave created pressures on 
the system to change traditional methods 
of allocation. Some observers fear that 
growing demands by the developing coun
tries and other users of spectrum will re
quire an a.s yet unknown degree of change 
in existing frequency allocations. How much 
change is one of the issues to be taken at 
WARC79. 

The W ARC 79 agenda also includes a re_ 
view of the report of the ITU International 
Frequency Registration Board (IFRB)-the 
permanent body charged with frequency 
registratiQn-and revision, where necessary, 

of its methods of work and internal regula
tions under Articles 8 and 11 of the Interna
tional Radio Regulations. It is possible that 
some countries may propose changes which 
would strengthen the authority of the IFRB 
over individual country spectrum users. 

B. Political/ cultural 
1. North-South 

Unlike the previous set of issues, the po
litical/cultural group is far less specific and 
more in the nature of modalities. Often 
termed "demands," they range from the all
encompassing "New World Information 
Order" to the more finite issue of prior con
sent by foreign governments to information 
transinission or collection and disseinina
tion by other states. In addition, these is
sues are not formally on the agenda of 
WARC 79, but most observers expect that 
they will be raised primarily by LDC repre
sentatives, with support on certain aspects 
of the problem from communist govern
ments. 

a. New World information order 
The call for a "New World Information 

Order" has been termed the umbrella issue 
for the Third World ("South") in its ap
proach to the solution of international com
munications problems. In this view, the less 
developed countries (LDCs) view the dom
ination of international communications by 
the developed countries ("North") led by 
the United States as part of a conscious 
effort to keep the Third World in a subordi
nate and exploitable position for the fore
seeable future. If the rhetoric sounds fainil
iar, it may be because the information order 
demand is simply the extension to the com
munications field of the more wide ranging 
LDC demand for a "New International Eco
noinic Order" articulated in recent years. It 
is under this general and non-specific rubric 
that many Third World demands can be 
subsumed. 

b. Communications assistance for LDS's 
A number of developed countries have 

suggested countering some of these griev
ances by offering development assistance to 
help the Third World countries develop more 
adequate communication infrastructures. 
Such an offer by the United States-an AID 
commitment of $25 million over a period of 
six yea.rs for the use of satellites to assist in 
communications development in rural areas 
of LDCs--helped to calm LDC concerns a.t 
the 1978 UNESCO General Conference. 
2. "Cultural Imper1allsm" and a. "Ba.la.need" 

North-South Information Flow 
As a consequence of the underdeveloped 

state of communications capacity in most 
LDCs, citizens of the Third World tend to 
find themselves most often in the position of 
information consumers, rather than pro
ducers. Communications hardware, software, 
and the information transmitted often 
originates in the developed countries. Be
cause the major news media- radio, tele
vision, the press, and the wi~e services~e 
dominated by a few global giants, LDC repre
sentatives charge that they suffer from "in
formation dependency" ore. permanent im
balance in the flow of information. They 
couple such charges with complaints a.bout 
the phenomenon they call "cultural im
perialism," by which they mean an allegedly 
conscious policy by the developed countries 
to achieve various ends (primarily politioal 
an<J. econoinic) by attempting to impose 
their culture and cultural values on the 
Third World. The LDCs feel that they hea.r 
and read too much about the developed 
countries, and that the scant information 
transinitted from the Third World back to 
the developed countries-as well as to other 
LDCs-by these foreign media tends to be 
highly selective and biased, and emphasizes 
the bizarre and sensational, rather than na
tion.al accomplishments. It is expected th'at 
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some LDC representatives will raise the issue 
in general debate, 1f not actually try to 
achieve changes in the Radio Regulations 
that would somehow contTibute to redressing 
these grievances. 

3. The Free Flow of Information 
As noted 'above, spokesmen for various in

terests, including LDCs, many communist 
states, and even some developed countries 
have challenged the position taken primarily 
by the United States that there should be 
a basically free flow of information around 
the world. While the free flow issue is a 
matter of principle for the United States aris-
1illg from cherished traditions of freedom of 
expression and the American tendency to 
treat information as a commodity in the mar
ket place, rather than a resource to be con
trolled by government, many foreign govern
men~pecially in the Second (Commu
nist) Mld Third Worlds-view U.S. support 
for free information flows in more conspira
torial terms. For example, the first (interim) 
report of the UNESCO Commission for the 
Study of Communications Problems finds: 

"The concept of free flow of information as 
it has been invoked for the past thirty or so 
years, and as it is applied today, can serve to 
justify a doctrine serving the interests of the 
powerful countries or groups which all too 
frequently e~ables them to ensure or per
petuate cultural domination under the 
cloak of generous ideas.u 

4. The Prior Consent Principle 
The issue of prior consent derives from a. 

cLitfering approach to the international flow 
of information. A number of countries, par
ticularly those with authoritarian forms of 
government, but also many developing coun
tries that observe varying degrees of demo
cratic freedoms, feel some need for controls 
over the kinds of information flowing in and 
out of their borders. It ls reasoned rt.hat their 
national sovereignty is challenged unless 
they have the right to approve or disapprove 
of various forms of information that could 
eilther influence their peoples or in which 
they have some kind of proprietary interest. 

The issue has surfaced in the past with 
special regard to two phenomena that could 
conceivably be discussed at WARC 79-
Direct Broadcast Saitellites and Remote Earth 
Sensing Satellites. Both are now under con
sideration in the United Nations Committee 
on the Peaceful Uses of Outer Space, where 
the prior consent demand has been spear
headed by the Soviet Union. As Pool has 
suggested, "were the principle of prior con
se:tit to be accepted, and the right of sover
e1gnty in the airwaves recognized, it would 
be hard to justify rejection (by WARC 79] 
of a technical orbital plan assigning posi
tions appropriate to domestic transmis
sions." 10 

Pushed to its logical extreme, prior 
consent could ultimately be applied rto in
ternational radio broadcasts and result in 
troublesome restraints on all broadcasters. 

If the prior consent principle were applied 
to the Earth Sensing issue, it would have 
greater impact on the United States than on 
most countries, because of our extensive sens
ing activities. It is based on the concern of 
some governments that information on ecol
ogy, agriculture, geology, natural resources, 
etc., obtained through the remote sensing 
satelllte program could be used by the United 
states or other countries for purposes coun
ter to the target country's national interests. 
The United States has as a matter of policy 
made much of the data obtained through 
this program available to the public both 
here and abroad. 

The head of the U.S. delegation to WARC 
79, Professor Glen O. Robinson, has fre
quently reiterated the U.S. position on prior 
consent, that we would not accept it as a 
political principle. He has also indicated 
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that although the United States had re
luctantly agreed to some prior consent con
ditions for technical coordination purposes 
at the 1977 Broadcast Satellite WARC, we 
continue to be mindful of the danger that 
technical consent clauses might be pro
posed with political objectives. The U.S. 
thus maintains its philosophical opposition 
to prior consent in the face of an opposite 
trend in many other countries. 
ill. U.S. PREPARATIONS TO DATE FOR WARC 79 

A. Participants and. interested parties 
Unlike most other countries, whether cap

italist or communist, the United States does 
not have a Ministry of Information or Post, 
Telephone and Telegraph Department or 
comparable, unified, official policy-making 
structure for international telecommunica
tions. Refiectfng the almost unique structure 
of our polity and economy, with its sys
tem of checks and balances, there is con
siderable sharing of power between govern
ment and private industry, a consequent 
built-in tension between the two sometimes 
opposing sets of interests. Similarly, con
siderable tension exists among constituent 
organizations within each of the two cate
gories. Private sector ownership of various 
kinds of telecommunications facilities is 
spread among a number of large corpora
tions. Government control is also dijvided 
into several agencies and levels with some
times competing interests, although an at
tempt was made at improving this situation 
through presidential reorganizations of cer
tain agencies in 1978. 

1. The U.S. Delegation 
The U.S. delegation is cha.ired by Univer

sity of Virginia law professor and former 
FCC commissioner Glen 0. Robinson, who 
was appointed January 6, 1978. He reports 
directly to the Deputy Secretary of State. In 
its initial phase, the delegation consisted of 
20 representatives of federal agencies active 
in telecommunications activities and WARC 
preparations. It has responsibility for advis
ing the Secretary of State on all WARC mat
ters and for developing the U.S. position and 
negotiating strategies that it wlll use at the 
conference in Geneva. 

As of May 30, 44 additional members were 
named, bringing the total to 64 members and 
approximately 30 technical and administra
tive support statf.11 As such, it will be the 
largest of the 140 or so delegations to attend 
the conference, although it will still be 
smaller than U.S. delegations to previous 
general W ARCs because of Department of 
State directives to keep costs as low as pos
sible. Of the 64, 20 represent industry and 
the private sector (e.g., broadcasting, satel
lites, amateur and mobile users, and general 
public interest groups). In addition, the del
egation will ultimately also include some 
eight Members of Congress. 

Due to a recent Department of Justice In
terpretation of existing legislation (the Eth
ics in Government Act) governing conflict of 
interest,12 the State Department had deter
mined that unlike the case at previous gen
eral WARCs, private industry representatives 
on U.S. delegations to international meetings 
would not be permitted to chair committees 
or act as U.S. spokespersons.13 In the case of 
WARC 79, some industry representatives then 
charged that this would reverse previous 
practice and have the etfect of precluding 
some of the delegation members most knowl
edgeable on certain technical points from 
being official spokespersons, and that they 
would be restricted to providing technical 
advice to the delegation during the W ARC. 
They also charged that the purview of WARC 
being highly technical and involved, and be
cause most of the. work of the conference 
will be done at sessions of committees and 
working groups, the U.S. delegation should 
not only include more than its 13 industry 
representatives, but more members in gen-

eral in order to more adequately handle the 
heavy work load.u 

Senator Harrison Schmitt submitted a.n 
amendment to the Foreign Relations Author
ization Act of 1980 and 1981 to exempt the 
industry representatives to W ARC 79 from 
the abovementioned sections of the Ethics in 
Government Act, "provided that: (1) The 
Secretary of State or his designee certifies 
that no government employee on the delega
tion is as well qualified to represent U.S. in
terests with respect to such matter, and (2) 
such designation serves the national inter
ets. All such representatives shall have on 
file with the Department of State the finan
cial disclosure report required for special 
government employees." 15 

The amendment was offered and passed by 
the Senate on May 10, 1979. Sena.tor Schmitt 
subsequently expressed concern that the 
amendment would still not guarantee a.n ap
propriate role at WARC for private sector 
experts, since it only gave the Secretary of 
State the option of waiving the applicable 
section of the Ethics in Government Act and 
did not require him to do so.16 Moreover, at 
the time of this writing, the bill had not yet 
been enacted into law. 

2. The U.S. Government 
a.. Department of State 

The policymaking role of the State De
partment with respect to WARC was 
strengthened by President Carter's Reor
ganization Plan No. 1 of 1977. Under Sec. 
5-201 of Executive Order 12046 imple
menting the Plan, the Secretary of State 
was given primary authority for the conduct 
of foreign policy relating to telecommunica
tions, including the determination of United 
States positions, and the conduct of United 
States participation in negotiations with 
foreign governments and international 
bodies. 

Subsequently, the White House ordered a 
comprehensive review of State's communica
tion policymaking apparatus in mid-1978 
and assigned the Deputy Secretary respon
sibility for coordinating international com
munications activities in the future. 

Within the Department, the Office of 
International Communications Policy in the 
Bureau of Economic and Business Affairs 
has responsibility for international telecom
munications matters, and it is that office 
which has been handling preparations for 
the 1979 W ARC. It includes the head and 
staff of the U.S. delegation and will con
tinue to grow in sizes as the date of the 
WARC approaches. 
b. National Telecommunication and Infor

mation Administration (NTIA) 
Headed by an Assistant Secretary of Com

merce for Communications and Information, 
the NTIA is the successor to the former Of
fice of Telecommunications Policy (OTP) 
which was located in the Executive Office 
of the President prior to the implementa
tion of Reorganization Plan No. 1 of 1977. 
As a result of the reorganization, the erst
while OTP was shifted to the Department of 
Commerce and given an essentially advisory 
role, especially in international matters. 

Under the terms of the reorganization, the 
NTIA works primarily with the State De
partment, the Federal Communications 
Commission (FCC), and the White House 
"to coordinate economic, technical, opera
tional, and related preparations for U.S. 
participation in international telecommuni
cations conferences and negotiations." Its 
Office of International Affairs performs these 
functions, while its Office of Federal Systems 
and Spectrum Management is responsible for 
certain W ARC preparations and !or co
ordinating the Interdepartment Radio Ad
visory Committee (ffiAC). IRAC consists of 
representatives of over 18 Federal agencies 
and departments that are the major Gov
ernment spectrum users. 
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c. Federal Communications Commission 

(FCC) 
The Federal Communications Commission 

has primarily a regulatory authority with 
regard to international telecommunications, 
derived from the Communications Act of 
1934 and the Communications Satellite Act 
of 1962. One of its functions that wm be 
affected by the results of WARC 79 includes 
the power to assign commercial frequencies. 
The FCC offices administering these respon
sibilities are those of the Chief Engineer and 
of the Foreign Affairs Advisor. In addition, 
its Offices of Plans and Policy and of the 
General counsel advise on the interpretation 
of regulations and the implementation of in
ternational agreements such a.s the Interna
tional Radio Regulations. With fifteen dele
gates, the FCC is the most heavily-repre
sented single institution in the public or 
private sector on the U.S. delegation to 
WARC 79. 

The FCC is primarily a regulatory body, 
but has often taken the lead in communica
tions policymaking. This may be because of 
the relative lack of interest in the State De
partment in international communications 
policy matters, despite its mandate under 
the recent reorganization, and because of 
the far greater depth of technical expertise 
on the pa.rt of the Commission; communi
ca. tions is only one of a myriad of issues on 
which State must a.ct, while it is the major 
focus of the FCC. In addition, the FCC tends 
to approach problems from the perspective 
of the powerful U.S. tele-communica.tions in
dustry, the views of which are also some
times supported by the Department of De
fense, the major Government user of both 
commercial and official telecommunica
tions.17 

d. Department of Defense (DOD) 
As the largest single U.S. user of telecom

munications in both the public and private 
sectors, the DOD is a force to be reckoned 
with whether or not it has a formal role as 
a communications policymaker. As men
tioned above it has its own satellite system 
and leases commercial cable and satellite 
facilities at an annual cost of over $50 
million.18 The DOD uses approximately 60 
percent of U.S. Government spectrum space 
and this makes it a powerful force on the 
Interdepartment Radio Advisory Committee 
(IRAC), an important government agency 
cha.ired by a. representative of NTIA. There 
has been speculation that the DOD may gain 
additional infiuence on the IRAC because of 
the "demotion" of the former OTP from the 
status of a element of the Executive Office 
of the President to that of a.n obscure sub
division of the Department of Commerce 
(under terms of Reorganization Plan No. 1 
of 1977). 

DOD controls the National Communica
tions System (NCS), a 16-year-old Govern
ment communications network intended to 
faci11tate interconnection of official U.S. tele
communications fac111ties. The Secretary of 
Defense is the Executive Agent of the sys
tem and the Director of the Defense Com
munications Agency (DCA) is responsible for 
its daily management. Another result of 
the reorganization of the Executive Office 
of the President was to shift the responsi
bllity for policy guidance from the OTP (now 
NTIA) to the National Security Council.19 

e. other e·xecutive agencies 
Since the International Communication 

Agency (ICA), the former U.S. Information 
Agency, operates the worldwide broadcasts 
of the Voice of America, it has both an in
terest and a voice in determining U.S. policy 
for WARC 79. ICA also has an international 
communications policy office which has 
contributed to the preparation of the U.S. 
W ARC proposals. The sta.tI director for the 
U.S. delegation is an ICA omcial on detail 
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to the State Department. In addition, the 
Boa.rd for In,ternational Broadcasting (BIB), 
a quasi-official, but nearly wholly U.S. Gov
ernment-backed entity which oversees and 
funds the broadcasts of Radio Liberty and 
Radio Free Europe to the USSR and Eastern 
Europe, respectively, has contributed to the 
preparation of that part of the U.S. proposal 
dealing with international broadcasting in 
the high frequency band. 

Among other agen,cies that play a less 
significant role in communications policy
making are the National Aeronautics and 
Space Administration (NASA), the National 
Science Foundation, the Department of 
Transportation, the National Ocean,ographic 
and Atmospheric Administration (NOAA), 
the Maritime Administration, and the Office 
of Science and Technology Policy. 

f. Congress 
A number of congressional committees 

have either expressed interest in or have a 
potential interest in, U.S. preparations for 
and participation in WARC 79. They include 
the Communications Subcommittees of the 
Senate Commerce, Science and Transporta
tion Committee and the House Interstate 
and Foreign Commerce Committee.20 In ad
dition, the Senate Foreign, Relations Com
mittee and the House Foreign Affairs Com
mittee have an interest in the results of in
ternational conferences like WARC 79 be
cause of their long-term foreign policy im
plications. The Senate Foreign Relations 
Commltte~nd ultimately, the full Sen
ate-will have to review the changes made 
in the International Radio Regulations at 
WARC 79, since the Regulations have treaty 
status and will have to be approved by the 
Senate before the United States is legally 
bound by them. 

In addition. indiVlidual members includ
ing Senators Schmitt, Goldwater, and Percy 
and Representatives Van Deerlin and Fa.seen 
have taken an interest in the process of 
developing U.S. W ARC proposals and in the 
role of the United States in the conference. 
Under current plans, there will also be con
gressional membership on the U.S. dele
gation. 

3. Private Industry 
As mlight be expected, there has been 

keen interest by the U.S. telecommunica
·tions industry in proposals and preps.rations 
for WARC 79. U.S. ownership of internation
al telecommunications facilities is divided 
between COMSAT f·or satellites and four 
major U.S. owners of undersea. cables, AT&T, 
RCA Globcom, ITI' Worldcom, and Western 
Union International (WUI). In addition, 
AT&T has a monopoly over voice communi
cations and RCA, ITT, and WUI control 
record traffic including telegraph, telex, and 
leased channel services. 

Moreover, U.S. manufacturers of communi
cations equipment of all kinds for both the 
domestic and international markets have 
long played a leading role, especially in the 
high technology satellite field. Major tele
communica.tions users, such as the air 
transport industry, have a.Isa scrutinized 
U.S. preparations and ground rules for 
WARC 79. 

4. Public and Consumer Interest Groups 
Various non-governmental or -industry 

groups with an interest in the preparations, 
operation, and results of W ARC 79 have also 
expressed judgments. They include the Na
tional Council of Churches, the United Na
tions Association, the World Federalists, the 
Consumers Union, the Na.tiona.l Education 
Association. to mention only a few-in a 
word, a wide variety of associations with 
direct or indirect interests in the broad 
range of issues to be decided ait the con
ference.!!1 Of these groups, only the Consum
ers Union and the Citizens Communica
tion Center will a.ctua.lly be represented on 
the delegation. In addition, Professor David 

Honig of Howard University, an early critic 
of U.S. preparations for WARC, and repre
sentatives of the Booker T. Washington 
Foundation and the National Black Network 
will presumably speak for minority interests. 

B. Ongoing processes 
1. Consultative Meetings 

The State Department has organized at 
least four consultative meetings of the Ad
visory Committee on the 1979 World Admin
istrative Radio Conference, originally formed 
in May 1978. The Committee is chaired by 
delegation head Glen Robinson and repre
sents industry and the general public. It 
has 38 members and is organized into five 
working groups which report to the full com
mittee and the delegation. The working 
groups cover such issues as high frequency 
broadcasting, satellite allocations, coordinat
ing procedures, and special concerns of the 
LDCs. Its meetings have been open to the 
public and provide a forum for interests that 
may not be represented on either the dele
gation or adivsory committee. There has been 
some criticism voiced by advisory committee 
members that they have been ignored by the 
Initial (Government) Delegation Group in 
U.S. WARC preparations. Some 14 advisory 
committee members were named to the dele
gation when the additional appointments 
were announced on May 30, 1979. 

The "Ad Hoc 144" subcommittee of the In
terdepartment Radio Advisory Committee 
did the bulk of the government sector prep
atory work for WARC 79. The U.S. National 
Committee of the International Radio Con
sultative Conference (CCIR), under the 
chairmanship of the Department of State, 
also was charged with some responsibility for 
developing recommended U.S. proposals,22 

assisting in the preparation of U.S. positions, 
and planning for U.S. implementation of the 
final acts of the conference. The U.S. CCIR 
committee generally assists the Secretary of 
State in meeting treaty responsibilities under 
the International Telecommunication Con
vention and advises him on matters con
cerning U.S. participation in the CCIR, a 
permanent organ of the ITU. CCIR activi
ties relate to technical standards and oper
ating practices for radio equipment and sys
tems, and thus, are directly linked to the 
scope of W ARC 79. 

The Federal Communications Commission 
has established an internal steering commit
tee as well as structure of Service Work
ing Groups for the private sector. The FOC's 
Office of the Chief Engineer ( OCE) is one of 
its major operating bureaus. Among many 
other responsibilities, the OCE participates 
in technical aspects of international tele
communication the U.S. proposals and either 
support or oppose foreign proposals. 

The Assistant Chief Engineer (Interna
tional and Operations Division) is respon
sible for OCE management a.ctfvitles. He has 
been designated the FCC Liaison Represent
ative to the IRAC and works with the OTP, 
IRAC, anc! executive branch agencies on 
matters of mutual concern, including 
WARCs. 

The FCC and the NTIA have developed a 
sense of the differing needs and require
ments of non-Federal and Federal Govern
ment spectrum users. respectively, through 
close consultation with each other and with 
the State Department. Industrv and general 
public concerns have been solicited by means 
of a series of nine public notices of inquiry 
issued by the FCC in coordination wilth the 
IRAC. The notices treated different aspects 
of W ARC planning, especially changes in the 
international table of frequency allocations 
and procedures governing frequency assign
ments. The notices culminated in an FCC re
port and order, which represented the FCC's 
recommendation for proposals to the WARC. 
NTIA's position was represented through the 
FCC report when agreement was reached be-
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tween the two agencies or t hrough separate 
policy statements where appropriate. 

2. Bilateral and Multilateral Discussions 
a. With foreign governments 

The United States began a series of bilat 
eral consultations on WARC in 1977. The 
talks were intended to explain U.S. views as 
they were evolving and t o obtain information 
on foreign positions to help us in our own 
planning. In the course of these discussions, 
U.S. representatives have consulted with 
spectrum managers, broadcasters, foreign 
offices, and anyone connect ed wit h the Non
Aligned movement, as well as with academics 
that have been influential in UNESCO. In
dividual consultative meetings have been 
held or are scheduled to be held with as 
many as fifty countries in various regions. 
They include a number of LDCs, many of 
which-especially the smaller and less well 
prepared-have reportedly been genuinely 
grateful to the United States for taking the 
time and effort to hold these talks. 

b. With multilateral organizations 
The United States has participated in mul

tilateral discussions in such forums as NATO, 
the European Conference of Postal and Tele
communications Administrations (CEPT), 
and the Inter-American Telecommunications 
Conference (CITEL), an organ of the OAS. 
The United Strutes has also participated in 
ITU -sponsored seminars on W ARC prepara
rations in Panama City, Sydney, and Nairobi , 
using these meetings as opportunities for 
extended contact with Third World countries. 

IV. U.S. PROPOSALS AND POSrrIONS 

A . Overall U.S. policy objectives 
The United States prefaced its submis

slon to the ITU for W ARC 79 with the fol
lowing statement of objectives based on U.S. 
requirements: :i:i 

( 1) To support and maintain the central 
thrust of the ITU and its Radio Regulations 
as the principal international vehicle to en
sure a high degree of order in this in
creasingly complex field, in the belief that 
the radio spectrum cannot be managed on 
anythlng less than a global basis; 

This objective reflects the official U.S. view 
that the ITU is the best long-range means of 
maintaining order in international com
munications, and that, contrary to some 
observers, global rather th an regional man
agement will continue to be the most effec
tive approach to these problems. 

(2) to provide incremental changes to the 
Radio Regulations based on shifts in the pat
tern of radio use, improvements in tech
nology, the efficiencies to be gained by 
change, and the need to amortize existing 
communications equipment; 

The United States favors minimal change 
in spectrum allocations or procedures, based 
on present needs or those that axe reason
ably predictable over the next twenty years. 
This objective runs counter to demands by 
some ITU members for change in either al
locations or procedures that would "reserve" 
spectrum or guarantee future adjustments 
in procedure not presently required. 

(3) to increase the flexibiilty built into the 
Radio Regulations so that all administrations 
are better able to meet the changing de
mands for telecommunications services and 
to take advantage of the rapid improvements 
in technology; and 

The United States stresses the need for 
flexible rather than rigid management pro
cedures regarding frequency allocations and 
regulatory controls. Th1s anticipates demands 
by some ITU members for establishing rigid 
procequres based on existing technology and 
refiects the U.S. view that it should not look 
itself into situations which might look quite 
different in the face of future and as yet 
unforeseeable breakthroughs or different so
cial and economic conditions. 
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(4) to accommodate the requirements of 
all administrations to the maximum extent 
practicable. 

The united States favors accommodating 
t he needs of other nations and achieving a 
broad consensus of developed and develop
ing countries by adhering to flexible proce
dures and a spirit of international accord 
on technical requirements. This posture of 
flexibility stands out in sharp contrast to 
the rigid positions expected to be taken by 
other countries more suspicious of the mo
tives of the "haves" of the international 
telecommunications world, and desirous of 
guaranteeing themselves a share of the 
spectrum while there is still some left and 
under safeguards which would protect their 
future interests. 
B. Suggested changes in the international 

radio regulations 
1. Allocation Issues 2t 

The U.S. proposal as finally submitted to 
the ITU is the culmination of many months 
of deliberations and negotiations among 
Government agencies, private industry and 
public interest groups. The Interdepartment 
Radio Advisory Committee (!RAC), which 
operates within the National Telecommuni
cation and Information Administration 
(NTIA, · part of the Department of Com
merce), is responsible for decisions regard
ing Government use of the spectrum, while 
the Federal Communications Commission 
(FCC) deals with non-governmental usage. 

!RAC consists of representatives from 
eighteen Government agencies: Agriculture; 
Air Force; Army; Coast Guard; Commerce; 
Energy; Federal Aviation Administration; 
General Services Administration; Health, 
Education and Welfare; Interior; Interna
tional Communication Agency (formerly 
United States Information Agency); Justice; 
National Aeronautics and Space Adminis
tration; Navy; National Science Foundation, 
State; Treasury; and Veterans Administra
tion. The FCC has a non-voting liaison rep
resentative on the Committee. 

The proposals for W ARC 79 concerning 
government usage of the spectrum were 
made by NTIA through !RAC. If a Govern
ment agency vehemently disagreed with an 
!RAC decision on a certain matter, that 
agency could appeal the !RAC decision to 
the head of NTIA, then to the Secretary of 
Commerce, and then to the State Depart
ment, which would make the final decision 
in consultation with the Office of Science and 
Technology Policy and the National Security 
Council. Ultimately, the President himself 
could have been called upon to make tlie 
final decision, although this did not happen. 
Some of the issues were contentious enough 
to be brought as high as the National Secu
rity Council for determination (specificaily, 
that regarding the High Frequency portion 
of the spectrum in a dispute between the 
Department of Defense and the International 
Communication Agency) although the vast 
majority of issues were decided within !RAC. 

For non-Government users of the spec
trum, the FCC did not have an !RAC coun
terpart but rather used a group of service 
committees dealing with specific subjects, 
such as AM broadcasting, to make inputs to 
an advisory committee consisting of the 
chairmen of all the service committees. In
put from the public was received primarily 
through issuance of ten notices of inquiry. 
Deliberations over information obtained 
from these various inputs resulted in FCC's 
"Report and Order" to the State Department 
delineating its positions. 

Throughout the process, the FCC and NTIA 
maintained close communication so their 
positions would conflict to as small an extent 
as possible. In the two cases where NTIA and 
FCC disagreed (over maritime mobile allo
cations and how to deal with passive sensors 
on satellites) the Department of State made 

the final determination, in consultation with 
the National Security Council. 

The electromagnetic spectrum is a finite 
natural resource, and considering the large 
number of competing demands for this re
source just within the United States, not to 
mention to rest of the world, it is inevitable 
that there were some "winners" and some 
"losers" in the deliberations over the U.S. 
proposal for WARC. Appeal routes did exist 
for those who felt certain decisions were 
intolerable, and a very small number of ap
peals were made to higher levels of authority 
than the FCC or NTIA. The resulting pro
posal, therefore, is a consensus of those in
volved, even if some of the interested par
ties support certain parts of the proposal 
less enthusiastically than others. 

It is important to remember that the U.S. 
proposal is just that, a proposal. As dis
cussed elsewhere in this study, no guarantees 
exist that any part of the U.S. proposal will 
emerge victorious from the W ARC. Some of 
those involved in U.S. WARC preparations 
felt there was little point in fighting battles 
now, before the U .S. proposal had been act
ed upon at WARC. After WARC is completed, 
the Senate must still approve the resulting 
treaty, and it is conceivable that U.S. in
terests dissatisfied with a certain aspect of 
the treaty will then seek to have the U.S. 
take a reservation regarding that portion 
of the treaty. 
a . Very low, low and medium frequencies 

(VLF, LF and MF) (3-3000 KHz) 
The United States has proposed the ex

pansion of AM broadcasting for region 2 
(North and South America) to accommodate 
new broadcast stations. The proposal spe
cifically asks for new MF broadcasting allo
cations in the band 1605-1860 kHz to satisfy 
a projected demand in the United States 
for an additional 1300 commercial stations 
and 1000 educational and public broadcast 
stations by the year 2000. The United States 
is also proposing a number of changes in 
other services including radio determination 
to satisfy the worldwide growth in air, sea, 
and land operations, and improved accom
modation of amateur frequencies. 

b. High frequencies (HF) (3-30 MHz) 

It is anticipated that changes proposed 
by the United States for the High Frequency 
(HF) bands will be controversial. The 
United States has proposed significant in
creases in HF allocations for international 
broadcasting and maritime mobile services 
plus some increased accommodation for ama
teur services. These increases would require 
a reduction in some of the present exclu
sive HF allocations for the fixed services. 
Such reductions would affect foreign coun
tries--especially the LDCs-that still have 
substantial demand for the lower technol
ogy and less costly HF fixed service ( espe
cially for domestic point-to-point commu
nications) . 

It has been suggested that the opposition 
to this change might be lessened by estab
lishing a long transition plan, possibly with 
interim sharing of the band by both fixed 
service and broadcasting users. This could 
minimize disruption of existing services and 
phase in the changeover only as the LDCs 
were able to shift from fixed service to higher 
frequencies by gaining access to satellite 
facilities. If this could be accomplished 
through technical assistance from the devel
oped countries, it might set a precedent for 
the way in which such technological trade
offs might ameliorate North-South tensions 
over the use of communications resources. 

In addition, there was considerable differ
ence of opinion within the U.S. Government 
itself. The DOD feared it would lose the use 
of frequencies which it felt vital to U.S. 
security, while the broadcasters felt that they 
needed additional frequencies to surmount 
the significant interference in their program-
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ming caused by the growing authorized and 
unauthorized usage congesting the global 
airwaves. Because of this difference, the is
sue ultimately had to be resolved at the Na
tional Security Council level in favor of the 
international broadcasters, delaying the sub
mission to the ITU of U.S. Document 4 
(Bands below 27.5 MHz) until April. 

c. Very high and ultra high frequencies 
(VHF and UHF) (30-3000 MHz) 

The United States favors increased alloca
tions for land mobile services to be shared 
with the broadcast service in this band. This 
change recognizes the explosive growth in 
the use of such services as citizens' band 
(CB) radio by permitting sharing in the up
per UHF bands with the broadcasters who 
had exclusive use of these bands until re
cently. Such a move reportedly has been op
posed by U.S. broadcasters. The purpose of 
this U.S. proposal is to align the interna
tional table of allocations in ITU Region 2 
(the Western Hemisphere) with the U.S. 
domestic table, in which such changes have 
already been adopted. This proposal recog
nizes the desirability of coordinating such 
usage with close regional neighbors, espe
cially Canada, in order to minimize U.S. in
terference with television broadcasting or 
other telecommunications services in ad
jacent border areas. 

The United States has also proposed and 
strongly endorsed a frequency allocation to 
accommodate the NAVSTAR Global Posi
tioning Satellite, a new DOD satellite naviga
tion system that, in the words of the U.S. 
WARC delegation head, "promises to revolu
tionize radionavigation." :i;; In addition, pro
visions for a land mobile satellite and also 
for aural (radio, in addition to television) 
broadcasting by satellite have been proposed. 
Other U.S. proposals include provisions to 
accommodate increased needs for amateur, 
maritime mobile, and aeronautical services. 

Another possibly controversial U.S. pro
posal in the upper UHF portion of the spec
trum ls for a small frequency band for the 
experimental transmission of solar-gen
erated electricity from a satellite to earth 
by microwaves. The development of such a 
system is still in the study stage. This pro
posal could be opposed by foreign adminis
trations because of the potential for harm
ful biological and environmental effects, as 
well as possible interference with existing 
radio communication, even though the pro
posal states that such use "shall not cause 
harmful interference to stations in other 
bands which are operating in accordance 
with these regulations." 20 

d. Super high and extremely bigh frequen
cies (SHF and EHF) (3-300 GHz) 

(1) Fixed Satellite Service 
INTELSAT, the global communications 

satellite network, has claimed major addi
tional frequency requirements that have not 
yet been fully accommodated. The United 
States, as a major shareholder in INTELSAT, 
has proposed several allocations to meet 
these requirements, especially in the 2, 3, 
and 6 GHz bands. It is anticipated that some 
of these will be controversial because of 
potential conflicts with terrestrial micro
wave services in certain European countries. 

The United States is also prooosing "very 
signlftcant changes" in the fixed satelllte 
allocations for both the fixed service and 
the broadcast satellite service frequencies at 
12 GHz.27 A problem relating to the broadcast 
satelllte service arose after the 1977 WARC 
on that service. Because of the concern 
of many countries that they be assured 
access to the spectrum for satellites that they 
might develop in future yea.rs, ITU Regions 
1 (Europe and Africa) and 3 (Asia and Aus
tralasia) adopted prior allocation plans in 
the 12 GHz band. Although the United 

Footnotes at end of article. 

States was successful in postponing imple
mentation of an orbital plan for Region 2 
until 1983, we did agree to an arc segmenta
tion plan as part of the overall plan for 
Regions 1 and 3. The effect of this was to 
place severe constraints on the use of both 
broadcast and fixed satellites in Region 2. In 
the interim, the United States has developed 
a possible means of easing these constraints 
by expanding the band (now 11.7 to 12.2 
GHz) and separating the two services 
(broadcast satellite and fixed satellite) into 
sub-bands (11.7-12.2 and 12.2-12.7 GHz, re
spectively) .:?8 However, we foresee controversy 
with Canada on this proposal, since it could 
conflict with their plans for future terrestrial 
microwave services. 

The U.S. plan is especially interesting be
cause, if implemented, it could more than 
triple the orbital positions now available for 
both fixed and broadcast satellite services. 
While broadcast satelllte technology is still 
in the experimental stage, the fixed satellite 
service is becoming increasingly crowded and 
the additional space would be very welcome. 

This plan would affect only Region 2, but 
it would still have to be approved by all ITU 
members. Although most nations outside the 
region would probably approve, support from 
other Western Hemisphere nations less tech
nologically developed than the U.S. and 
therefore less likely to use these bands in the 
near future must also be obtained. 

(2) Mobile Satellite Service 
Similarly, the United States has proposed a 

mobile satellite service in the 7 and 8 GHz 
band; this is also controversial because of 
potential conflicts with terrestrial servi~es. 

(3) Earth Exploration and Space Research 
SateUites 

In another potentially controversial move. 
the United States has proposed allocations 
for satellite sensing of environmental and 
earth resources throughout the SHF and 
EHF bands. Such allocations could conflict 
with other satellite and terrestrial systems. 
In addition, as noted above, remote sensing 
of other countries by U.S. satellites is a 
politically sensitive issue, and it has been 
much debated in the U.N. Committee on the 
Peaceful Uses of Outer Space, as well as in 
other international forums. 
( 4) Advanced or Experimental Services above 

30 GHz 
Allocation needs in the upper reaches of 

the spectrum are considered speculative by 
most observers. Only the United States and 
a small number of other countries have the 
technology to use "these frequencies. Never
theless, the United States is proposing sev
eral specific allocations for advanced or 
experimental services in these bands. They 
include new allocations for fixed service, 
fixed satell1te, mobile service, mobile satel
lite, space research, radio astronomy, earth 
exploration, ra.diolocation, aeronautical 
mobile, martitime mobile, maritime and 
aeronautical radionavigation, and am.ateur 
services. Unlike some other U.S. proposals, 
these are less likely to cause controversy. 

2. Non-Allocations Issues 
a. Flexible notification and coordination 

procedures 
The United States feels that present pro

cedures are basically fair and reasonable, but 
that they could be clarified and simplified in 
the interests of greater efficiency. The review 
of frequency assignment procedures is a spe
cific WARC 79 agenda item. It has been sug
gested both in the U.S. and abroad that a 
panel of experts be convened to review these 
procedures and propose changes for consid
eration by a future limited agenda WARC, 
rather than try to resolve them at WARC 79. 
Nevertheless, the U.S. agrees that specific 
proposals to insure equitable soectrum access 
by all nations must be considered carefully. 

The U.S. proposals in this regard relate 
directly to overall U.S. policy objectives. 
They have been prompted by the anticipa
tion that other countries will seek to revise 
existing procedures based on first registra
tion (the "first come, first served" principle) 
and to substitute the future establishment 
of allotment plans for frequency distribution 
and/or orbital satellite space slots on a 
country-by-country basis. Such plans, from 
the U.S. perspective, would not give sufficient 
weight to critical evaluation of a country's 
demonstrated foreseeable need for the fre
quency or orbital slot. Moreover, plans based 
on the fixed country-by-country allotment 
system might not allow optimal utilization of 
the spectrum, or provide adequate incentives 
for adoption of spectrum and orbit conserv
ing technologies and patterns of use. 
b. The responsibility and authority of the 

IFRB 
Although the WARC 79 agenda provides for 

reviewing the report of the International 
Frequency Registration Board (IFRB), the 
United States does not consider this a man
date to change the board's basic role, but 
only to review IFRB internal procedures. The 
U.S. would probably not support changes 
which may be proposed at the conference 
by other governments to enhance IFRB au
thority in relation to particular countries. 
V. PRINCIPAL FOREIGN PROPOSALS AND REACTIONS 

TO U.S. PROPOSALS 

At the present time, the United States del
egation believes it has a fairly clear view of 
both the proposals and reactions of most for
eign countries to U.S. proposals for WARC 79, 
although thus far, U.S. representatives have 
had wider contacts in this regard with tech
nicians or technocrats, rather than political 
or government leaders.211 While the United 
States was not one of the first countries to 
submit proposals, the U.S. proposals are 
among the most comprehensive. This reflects 
the high level of U.S. expertise, technological 
development, and long-term interest in the 
broad range of issues to be considered at 
WARC 79. 

Some other countries have apparently de
cided to submit group proposals, or have only 
submitted proposals on issues in which they 
have an interest. This does not mean, how
ever, that they will not also actively partici
pate in the debate on other issues at the 
conference. Many groups are trying to de
velop regional positions and to help identify 
their collective needs over the next 20 years. 
To some extent this process has been encour
aged by three regional seminars sponsored 
and funded by the ITU as a basic introduc
tion to the W ARC process for LDCs. 

It does not now appear that the Third 
World w111 speak with one voice at WARC. 
Tn addition, it might be useful for U.S. plan
ners to separate LDC rhetoric from antici
pated requirements and to differentiate be
tween spokesmen and real decision-makers. 
As noted above. however, there may be some 
regional alliances and countries at similar 
stages of development or sharing the same 
former colonial overlord may tend to have 
like views on issues they think will be of 
importance to them. 

Some-but not all--observers feel that 
vocal LDC representatives at UNESCO meet
ings are not likely to be key players at WARC 
because they lack the necessary technical 
expertise, and that the country spectrum 
managers w111 play the dominant role. It is 
these technical exoerts with whom the 
United States has been establishing contacts 
through bilateral discussions and meetings 
at ITU regional seminars over the past two 
years, and with whom the U.S. delegation 
feels it ls in a good position to work pro
ductively durin~ the conference session. 
Moreover, even if the spokesmen attend part 
of the conference to deliver a political broad
side, the work of WARC over its six-week 
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duration will be completed by technical 
specie.lists. . 

In the view of the Department of State, 
there a.re widely differing reactions to many 
of the U.S. propose.ls, both on opera.ting 
principles and on the use of specific fre
quencies. The LDCs, for example, a.re most 
interested in the High Frequency (HF) band 
and below. All the LDCs foresee a. need to 
retain the fixed services in the HF band and 
consider that goal ilS very important. They 
know it is insignificant internationally be
cause of growing access to communication 
satellites, but need it for low-cost domestic 
communications. Reacting to the U.S. pro
posal to reduce the fixed services to increase 
HF international shortwave broadcasting, 
they respond, "you have to understand our 
needs also." Sharing in the HF band is not 
generally favored by the LDCs because this 
requires a self-inventory and bilateral agree
ments. The United States agrees it is not 
desirable, but argues that it ls necessary 
because the spectrum is becoming too 
crowded. 

There is a general consensus in favor of 
the U.S. proposal for an increase in the ama
teur services. The proposal is especially pop
ular in Latin America, where the amateur 
service is widely used in time of natural 
disaster, in Asia. (particularly Japan), and 
Western Europe. 

It is also widely held that there should 
be an increase in the fixed satellite service, 
but there is some conflict between the U.S . 
and European positions in the 12 GMz band. 
Many countries accept the frequency bands 
suggested by INTELSAT for expansion of the 
fixed satell1te service, but the United State·; 
has some problems with .this request and is 
proposing alternative bands to satisfy this 
documented need. 

A. Non-Communist Thfrd World 
1. Asia. 

a.. India. 
India takes an essentially technical rather 

than political approach to the conference. 
It wants to retain a large portion of the !ixed 
service and maritime mobile service and to 
increase broadcasting by 1000 kHz; it does 
not wish to expand beyond that range be
cause it would have to be at the expense of 
the fixed service. In addition India suppcrts. 
the U.S. propose.I for direct aural (radio) 
satell1te broadcasting. 

b. Japan 
The U.S. WARC proposals a.re in substantial 

agreement with those of Japan. There bas 
been close consultation throughout and the 
Japanese have ta.ken a. very flexible stance. 
They favor an increase in the HF band si::ni
lar to the U.S. proposal, an increase in the 
maritime frequencies to be shared with the 
fixed service, and an increase in the amateur 
service. 

2. Africa. 
In general, the Africans a.re cool to the 

U.S. proposals, especially on sharing or dele
tion of the fixed service in the HF band be
cause it is still vita.I to their domestic com
munications. Some relatively more developed 
c~:mntries with well-developed ocean shipping 
such as the Ivory Coast favor a reduction ln 
the fixed service in order to increase mari
time mobile. 

While most African states do not object 
to the U.S. proposal for an increase in the 
amateur service, they do not use it much 
t hemselves. In fact, amateur radio 1s even 
illegal in some African states, although they 
are beginning to see its uses and some in
fluential states such as Senegal, the I•1ory 
Coast, and Nigeria. view the proposal as 
acceptable. 

Many of the less developed African states 
strongly prefer to meet in regional confer
ences before committing themselves on a. 
particular point. This reflects their general 

· Ia.ck of expertise and familiarity with some 
of the finer technical points. In addition, 
there is much regional cooperation in tele
communications in Africa, e.g., microwave, 
because it is more cost-effective if an ex
pensive system is sh.a.red by several coun
tries. In addition, Britain and France have 
been actively conferring on WARC with 
their former African colonies. Interestingly, 
technically advanced but politically ostra
cized South Africa has given a good deal of 
technical assistance and advice on estab
lishing regional telecommunications to 
neighboring black states, including not only 
Lesotho, Botswana, and Swaziland-with 
which it has always had close ties-but 
also front-line Zambia. 

3. Middle East 
There is less information available a.bout 

reactions and propose.ls from Middle East 
states. Two of the more radical members of 
the non-aligned group, Algeria and Iraq, a.re 
in the region but neither has been active in 
the ITU in the past. While Egypt has been 
infiuentia.l in the past, its role after the sign
ing of the peace treaty with Israel ls ditn
cult to predict; the recent efforts at the 
Yaounde and Colombo non-aligned meet
ings to discredit Egypt could be repeated 
at WARC and oould surface at the very 
beginning of the conference as pa.rt of the 
credentials process. The political changes in 
Iran have also made its potential WARC 79 
role more murky. 

Saudi Arabia has very narrow interests in 
the issues covered by WARC 79; its propose.ls 
dee.I only with broadcasting, possibly be
cause only broadcasting interests partici
pated in their drafting. The Saudis tend to 
agree with the U.S. proposals because, like 
us, they have (and can afford) the la.test 
technology. While the Arabs ha.d been dis
cussing a. regional shared ARABSAT com
munications satellite that would eliminate 
the need for many HF allocations, there has 
not been much activity, especially since the 
Egyptian-Israeli treaty. 

4. Latin America 
a. Bra.zll 

Brazil straddles the developed and de
veloping worlds. While it has the expertise, 
technology, industrial development, and 
almost enough money to be in the first world, 
it ls clearly looked up to as a leader by the 
Latin American LDCs. In the communica
tions world, the Brazilians have experienced 
and knowledgeable satellite people; they 
support both the U.S. LANDSAT and earth 
environmental sensing programs. 

Because of the size of the country, they 
have to retain the fixed service, but they 
are sophisticated enough to realize that they 
can she.re the fixed with the maritime mobile 
service. They favor an increase in the ama
teur service and 1n the fixed satellite serv
ice and support the U.S. proposal to split 
the fixed sa.temte and broadcast satemte 
services in the 12 GHz band. Since they do 
little international broadcasting, they see no 
need for an increase in HF, but they do sup
port a domestic increase in the medium wa.ve 
(AM) service. They are satisfied with the 
functioning of the ITU and its International 
Frequency Registration Board (IFRB), al
though the feel the two bodies could be 
more etncient. 

On the controversial issue of geostationary 
orbit space, Brazil did not sign the Colom
bian-sponsored Bogota Declaration of 197'7 
claiming equatorial orbit sovereignty and 
does not agree with that position. The Bra
zilians a.re satisfied that the U.S . proposal for 
the 12 GHz band is the best solution to the 
problem of crowding. 

b. Argentina. 
Like Brazil, Argentina ls moderate in tele

communications policy and a leader in La.tin 
America. . Unlike Brazil. Argentina. is not as 

advanced in higher spectrum technology. 
Nevertheless, the Argentines have in genera.I 
reacted favorably to the U.S. proposals. They 
support our fixed service and amateur pro
posals, as well as that for an increase in 
AM broadcasting. 

c. Peru 
The Peruvians have been enthusiastic 

about the U.S. proposals for splitting the 
fixed and broadcast satellite bands and have 
suggested that the United States raise the 
proposal at CITEL (the Inter-American Tele
communication Conference of the OAS) and 
then notify the ITU. 

d. Colombia 
The Colombians, who were very vocal at 

the ITU regional pre-WARC seminar, ada
mantly oppose any reduction in the HF fixed 
service. Although they have little need for 
such service because broadcasting is not im
portant to them, they do not want to elimi
nate any broadcasting from the fixed serv
ice. The Colombians might, however, support 
the U.S. proposal for splitting the fixed and 
broadcast satellite services, since it does not 
compromise their orbital sovereignty claim, 
reduces the need for planning, and postpones 
the date of confrontation. At the same time, 
in the best possible Colombian scenario, 
acceptance of the U.S. proposal could eventu
ally result in three times as much space rent! 

B. Communist and socialist countries 
1. Soviet Union and Soviet Bloc 

There is general agreement between the 
United States and the Soviet Union on be.sic 
proposals, since our levels of technological 
development and worldwide interests and re
quirements are similar. The Soviets favor the 
current system and, like most developed 
countries, are satisfied with ITU procedures. 
It is unlikely that any of the Soviet bloc 
countries (East Germany, Czechoslovakia., 
Hungary, Poland, and Bulgaria.) would ta.ke 
a different line. Romania. is unpredictable. 

Their propose.ls touched the HF band only 
lightly with no increase for international 
broadcasting. They see HF bro:i.dca.sting as 
a sensitive issue and would prefer not to con
flict with the LDCs on it. They have also 
been consulting with the LDCs in advance 
of the conference. At the same time, they 
continue to broadcast out-of-band, where 
they have little competition; this perpetu
ates a practice they began in 1959, when they 
took a reservation to that effect. They ap
parently prefer the status quo so they can 
continue to broadcast on the cheap Iow
power frequencies. It ls not clear whetller 
they will continue the reservation or request 
additional conventional broadcast frequen
cies. Their broadcasting in higher nonbroad
c3.St bands-which is probably for military 
us~oes cause some unintended interfer
ence with non-broadcast signals in Scandi
navia. and Africa.. 

Soviet proposals for microwave and sat
ellite frequencies a.re similar to ours. They 
would probably support U.S. maritime mobile 
proposals, since they also have a large navy 
and merchant fleet. 

2. Yugosla. via. 
Yugoslavia., as a leader of the Non-Aligned 

Movement, will undoubtedly go its own way 
at WARC vis-a-vis the Soviet Union. 

3. People's Republic of China 
The Chinese are reportedly well prepared 

and have documented their requirements. 
They h!!.ve not made any radical propose.ls. 

They recognize the differing HF broadcast
ing needs of the LDCs, but have not yet for
mulated their own proposals except that they 
favor an unspecified increase. They have told 
the U.S. that they think our proposal for 
conversion to single sideband is premature 
and are concerned a.bout the cost of conver
sion to new equipment. They do not favor 
our proposal for power limit':l.ton to reduce 
interference because they feel that their large 
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land mass requires high power broadcasting; 
it is more economical for them to have 
stronger signals and fewer transmitters and 
relay stations. The Chinese do, however, sup
port the U.S. proposal to use only one fre
quency per band per target area. 

They agree with the U.S. proposals to share 
HF with maritime mobile and to expand the 
amateur service. 

While they tend to like planning for HF 
broadcasting, they agree with the U.S . oppo
sition to permanent orbit al assignments for 
broadcast or fixed satellites. They do, how
ever, support consideration of HF planning 
at a future limited agenda WARC. 

They have submitted a proposal for fixed 
satellltes in the 10-11 GHz band similar to 
the U.S. proposal supporting INTELSAT 
recommendations to expand the fixed satel
lite service. They are also interested in and 
do not oppose the U.S. LANOSA T program 
and have expres:sed interest in the U.S. pro
posal for an experimental solar power 
satelllte. 

In addition, they have indicated that they 
would like us to review currently unused 
assignments originally registered for our 
military forces in Taiwan and to either re
register them in the United States or to drop 
them. 

C. Developed countries 

1. Australia 
Except in the area of international broad

ce.sting, the Australians have many of the 
same interests as the United States. They 
support the sharing of HF fixed service with 
mobile because of their need to communi
cate with their remote "outback." They 
agree that the ITU system is functioning 
basically well . Many other U.S. proposals 
have no bearing on their needs because of 
their isolated geographical position. This po
sition, however, and their developed economy 
permit them to play a dominant telecom
munications role in the immediate vicinity 
and they provide technical support and ad
vice for many of their smaller neighbors such 
as Papua-New Guinea and other island 
states. 

2. Canada 
There have been a number of differences 

between Canada and the United States in the 
telecommunications field in recent years. For 
example, there have been interference prob
lems between U.S. and Canadian land mo
bile and UHF television; most have been re
solved bilaterally without recourse to the 
ITU. The Canadians prefer that we footnote 
domestic frequency changes bilaterally, 
rather than through changes in the ITU 
Regulations. 

The largest current area. of confiict is in 
the GHz band, especially the fixed satellite 
and broadcast satellite services. Canada is 
planning a terrestrial microwave relay sys
tem and does not want to share the band 
with the satellite services. Since the U.S. has 
put forward the potentially mutually bene
ficial band-splitting proposal for that band, 
it hopes that compromise could be achieved 
to accommodate both our needs, but the 
matter is not yet resolved. A hardline Cana
dian position on this proposal could also 
put it a.t odds with many South American 
countries. 

In terms of specific W ARC 79 concerns 
Canada. does support increased allocation'. 
for HF broadcasting and the amateur serv
ice. 

3. Western Europe 
The United Kingdom, West Germany, 

France, and other NATO members generally 
agree with the U.S. proposals on HF broad
casting, amateur service, aeronautical mo
bile, and ITU registration procedures. There 
is also a. common position on maritime mo
bile, perhaps because the heaviest shipping 
tu. the world is in the nori]h Atlantic. 

There is potential confiict on the U.S. pro
posals for the 1-2 GHz fixed satellite band, 
where the West Europeans already have 
terrestrial services, are also some problems 
with our proposal to expand land mobile into 
the UHF bands because some of the Euro
peans may wish to shift their VHF television 
into the less crowded UHF bands. This could 
probably be resolved regionally without in
terference, but the United States feels that 
it might be better to have uniform alloca
tions in terms of standardization of equip
ment; resolution of this issue will probably 
require compromise. In addition, we ditrer 
on Earth Environmental Sensing by satel
lite. Countries such as the United Kingdom 
have terrestrial microwave systems with 
which they fear sensing might interfere. 
These are not insurmountable problems, 
however, and adjustments can be made. 
VI. THE AGENDA: WHAT REMAINS TO BE DONE 

A . The executive branch 
1. Naming of U.S. Delegation 

U.S. delegation head Glen Robinson stated 
as recently as April 4, 1979 that he expected 
public announcement of the remainder of 
the group-some 40 members-by mid-May. 
The actual announcement was made May 
30. Some criticism was voiced of this ap
parent delay in the naming of the delega
tion for this important and complex confer
ence, but it is not unusual for members of 
U.S. delegations to international conferences 
not to be named publicly until very close 
to the opening session of the meeting. By 
that measure, the late May announcement 
of the additional members of a delegation 
to a conference beginning in late September 
was ahead of the normal time frame for such 
action. 

2. Continue Bilateral and Multilateral 
Discussions 

The State Department has a continuing 
schedule of bilateral discussions with for
eign governments on their preparations and 
proposals for WARC 79 up to the opening of 
the conference. These bila.terals run the gam
ut from the Soviet Union to small African 
and Latin American LDCs. Department 
sources feel that such discussions ma.y help 
pave the way for a. more smoothly function
ing conference. In addition to establishing 
personal contacts between U.S. officials and 
their foreign opposite numbers, the process 
otrers the option for the United States of 
working through these contacts with third 
countries, who, for a variety of reasons, might 
not welcome direct contact with the U.S. 
Government prior to WARC or with the U.S. 
delegation at the conference. 

B. The possible role of Congress 
1. Hearings 

Although both the House Interstate and 
Foreign Commerce Communications Subcom
mittee and the House Foreign Atra.irs Inter
national Operations Subcommittee have al
ready held hearings on U.S. preparations for 
WARC 79, other congressional committees 
with oversight responsibillty for interna
tional telecommunications and its foreign 
policy aspects might also consider holding 
hearings in advance of the convening of the 
conference later this year. Those committees 
include the Communications Subcommittee 
of the Senate Commerce, Science, and Trans
portation Committee, and the Senate Foreign 
Relations Committee. 

Perhaps because of the relatively short du
ration of the conference, U.S. delegation head 
Glen Robinson will have the personal rank of 
ambassador for only the period of the meet
ing. Such a. designation does not require 
formal nomination, or confirmation since the 
President is empowered to grant individuals 
the personal rank of ambassador for periods 
of less than 6 months without Senate ap
proval. 

2. Participation in U.S. Delegation 
Four members of ea.ch house of Congress 

a.re scheduled to be included in the U.S. del
egation to WARC 79. While it might be dif
ficult for a member to attend the entire 
10-week session at Geneva, especially since 
the conference will likely overlap with the 
end of the first session of the 96th Congress, 
it might be useful for interested and avail
able congressional participants to be present 
at as much of WARC 79 as possible. Such a 
presence would be a clear indication of con
gressional interest in the deliberations and 
outcome of the conference. 

vtt. CONCLUSIONS 

Based on a series of discussions with and 
a. study of statements by U.S. Government 
observers, as well as a survey of certain pri
vate assessments, the official U.S. approach 
to the 1979 World Administrative Radio 
Conference could be characterized as one of 
cautious apprehension. There has been a 
change in public stance since early May; un
til that time, Department of State officials, 
especially U.S. WARC delegation members, 
had been expressing a degree of optimism 
that earlier fears of troublesome politiciza
tion and Third World intractability at WARC 
79 were misplaced and that it was more likely 
th.at that a. measure of reason and harmony 
would prevail. 

At a hearing on U.S. preparations for 
WARC held June 14 by the Inter~ationa.l Op
erations Subcommittee of the House Foreign 
Atra.irs Committee, however, U.S. delegation 
head Glen Robinson voiced more concern 
than he had at an earlier hearing in April 
that ideological rhetoric carried on too long 
could "sabotage the conference." He also 
mentioned the possibility that the United 
States might have to take "several" reserva
tions if changes were voted by the majority 
which the United States could not accept. 

The U.S. apparently still assumes that 
there will be little East-West confiict at 
WARC because the major world powers--the 
United St'fl.tes, the USSR, and the People's 
Republic of China--a.re in basic agreement 
on t he means by which the spectrum is man
aged because it is to our mutual advantage 
that the ITU, a. truly global agency, function 
efficiently and with relatively little friction. 

Unlike UNESCO, which has been a locus 
of North-South conflict and politicization in 
recent years , the ITU actually manages a lim
ited resource to which all nations must have 
access and which all must use cooperatively 
if a global telecommunications "babel" is to 
be a.voided. At the same time, recent aggres
sive initiatives by leaders of the Non
Aligned Movement may have been inter
preted as a signal by the State Department 
that the traditional harmony of ITU pro
ceedings could be disrupted by certain Third 
World ideologues. 

While there was an earlier emphasis in of
fi.cial on-the-record U.S. assessments on the 
extent of agreement between U.S. anct foreign 
propose.Is, current statements seem to be 
somewhat more anticipatory of areas of po
tential confrontation. If these assessments 
a.re indeed accurate, it would appear that 
certain ITU members are strongly opposed to 
some of the U.S. proposals. Many of these 
proposals involve sharing of bands now allo
cated to single purpose use or the expansion 
of services to bands now allocated to other 
use. 

In his statement to the House Foreign Af
fairs Subcommittee on June 14, Robinson 
predicted "considerable resistance" from 
LDCs to U.S. proposals to substantially in
crease HF broadcast allocations. He also fore
saw "great controversy" over U.S. proposals 
to increase satellite allocations and called 
the problem of "fair and equitable access 
[from the U.S. perspective]" to the spectrum 
and the geostationary orbit "one of the m.ost 
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vexing problems that wlll confront us at the 
Conference." 

While individual countries or groups of 
countries may oppose these suggested 
changes in principle, the United States still 
hopes it ca.n reach accommodation in fact 
by making the many small adjustments it 
realistically expects it will have to make 
anyway. The guiding maxim of the function
ing of the ITU ha.s always been cooperation. 
Barring an unmanageable epidemic of 
pollticlza.tion in Geneva later this year, it is 
possible that such an atmosphere might 
again prevail. 

There is always the possibility that indi
vidual countries or groups of countries wlll 
adamantly insist on a certain proposal or 
provision that the United States strongly 
feels is not in its own best Interest. In that 
case, the United States has the option of 
taking a reservation on-refusing to abide 
by-the particular point, but still accepting 
most of the changes in the Regulations; 
based on the Robinson remark quoted above, 
the United States may be giving increasing 
thought to exercising the reservation option 
to a far greater extent than it ever has in 
the past. This would still leave open the 
chance of reaching a compromise in future, 
either through bilateral or regional nego
tiation, or by scheduling a limited agenda 
WARC on the speclftc unresolved point or 
points. 

In addition, as was noted above, the failure 
of the Conference to reach agreement on new 
International Radio Regulations would not 
signal the total breakdown of the ITU reg
ulatory system. The existing Regulations 
would continue in force until new ones could 
be fashioned. 

There has been little if any praise, and 
some criticism, of the pace and scope of U.S. 
preparatory activity for WARC 79. The 
United States was not the first, but certainly 
was not the last either in submitting a very 
comprehensive set of proposals to the ITU. 
In addition, the U.S. did not name its full 
WARC delegation until the end of May. Only 
the operation and the results of the 1979 
World Administrative Radio Conference will 
tell us whether enough was done in a suffi
ciently timely fashion to protect U.S. na
tional interests and further the cause of har
monious global telecommunications in the 
last two decades of this century. 
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• See Appendix 1 for cha.rt showing the 

three existing ITU Regions. [Appendix 1 not 
printed in RECORD.] 
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DEPARTMENT OF STATE, 
Washington, D .C., July 6, 1979. 

Hon. BARRY GOLDWATER, 
United States Senate 

DEAR SENATER GOLDWATER: The Secretary 
has asked me to reply to your letter of May 
11 requesting a list of the U.S. Delegates to 
the 1979 World Administrative Radio Con
ference (WARC) . As you requested, I am en
closing the list of the delegates which was 
approved by Acting Secretary Chrlstooher 
on May 26. The list includes a description 
Of the technical background Of each of the 
delegates. 

Sincerely, 
J . BRIAN ATWOOD, 

Acting Assistant Secretary 
for Conqressional Relations. 

Enclosure: List of W ARC delegates. 
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1959 General WARC; participated in prepa
rations for HF Broadcasting and Maritime 
Conferences; active in CCIR Study Groups. 
WARC-79 participation: Delegate to 1978 
SPM. 

Honig, David: Assistant Professor, Howard 
University. Also Research Director, Black 
Media Coalition. Holds BA from Oberlin Col
lege and MA from Univ. of Rochester. Par
ticipated in several Congressional hearings 
on communications industry structure. Has 
also served on several FCC Advisory Commit
tees. WARC-79 participation: Member of 
WARC Advisory Committee. 

Hull, Marion Hayes: Director of Telecom
munications Programs, Booker T . Washing
ton Foundation. Holds BA, Long Island Univ. 
and MA, New York Univ. Has been employed 
as researcher and editorial assistant in pub
lishing industry; college professor special
izing in broadcasting and journalism; and 
ati communications specialist for Dept. of 
Justice. Has worked for Booker T. Washing
ton Foundation since 1973. Member of num
erous public service, civic and professional 
organizations. WARC-79 participation: 
Member of WARC Advisory Committee. 

Irion, Karyl: Systems Analyst, Systematics 
General Corporation. Holds BS from Duke 
Univ. ITU experience: Active in CCIR. 
WARC-79 participation: Delegate to 1978 
SPM; member of W ARC Advisory Committee. 

Jackson, Eugene: President, National 
Black Network. BSEE, Univ. of Missouri; MS 
in busines&i, Columbia Univ. Worked pre
viously as industrial engineer for Colgate 
Palmolive Company; as project coordinator 
for Black Economic Union; and as Director, 
Major Industries Program, Interracial Coun
cll for Business Opportunity. With National 
Black Network since its founding in 1972. 
WARC-79 participation: Member of WARC 
Advisory Committee. 

Jacobs, Edward: Chief, International Con
ference Staff, FCC. Holds BSEE from Johns 
Hopkins Univ. ITU experience: Delegate to 
1977 Broadcasting Satemte Conference; ac
tive in CCIR. W ARC-79 participation: Pan-

ama Seminar; bilateral discussions. Delegate 
to numerous CITEL meetings. 

Jacobs, George: Director, Research and 
Engineering, Board for International Broad
casting. Holds BSEE from Pratt Institute 
and MSEE from Univ. of Maryland. Joined 
Voice of America in 1949; BIB in 1976. Mem
ber of IEEE. Charter life member of Amateur 
Radio Relay League. Licensed radio amateur 
(W3ASK). ITU experience: Delegate to 1959 
General and 1963 Space Conferences; Dele
gate to 1966 CCIR XIth Plenary Assembly 
and 1971 Special Joint Meeting; active in 
CCIR study Groups. WARC-79 participation: 
Member of WARC Advisory Committee. 

Jansky, Donald: Associate Administrator, 
NTIA. Holds BA in Engineering Science from 
Dartmouth College; BEE from Thayer School 
of Engineering; and MSE from Johns Hop
kins Univ. ITU experience: Delegate to 1971 
Space and 1977 Broadcasting Satell1te Con
ferences; Delegate to 1971 Special Joint 
Meeting; active in CCIR Study Groups; U.S. 
Representative to Working Group on Orbit 
Spectrum Utilization of CCIR. W ARC-79 par
ticipation: Delegate to 1978 SPM. Delegate 
to numerous CITEL meetings. 

Johnson, Raymond: Chief, Spectrum Man
agement Staff, U.S. representative to Inter
national Civil Aviation Organization for 
planning studies. FAA representative to 
!RAC. WARC-79 participation: Delegate to 
1978 SPM. Delegate to numerous !CAO meet
ings. 

Katzen, Jay: Political advisor, U.S. WARC 
Delegation. Presently in Office of Interna
tional Communications Policy, Dept. of 
State. Holds BA from Princeton and MA from 
Yale. Foreign Service Officer who has served 
as political officer in Leopoldv1lle (now Kin
shasa, Zaire) ; Deputy Chief of Mission in 
Bamako, Mali; economic officer in Bucha
rest, Romania; and Charge d'Affaires in 
Brazzavllle, Congo. Served as political ad
visor, U.S. Mission to the UN, 1973-77. 
WARC- 79 participation: Nairobi Seminar. 

Kay, Wayne: Senior Policy Analyst, Office 
of Science and Technology Policy, White 
House Colonel, U.S. Air Force. Holds BS from 
Wisconsin State Univ. and MS from Univ. of 
Maryland. W ARC-79 participation: Nairobi 
and Panama Seminars. 

Kelleher, John: Vice President, Systemat
ics General Corporation. Graduate of U.S. 
Army Signal Corps Radio School and nu
merous other professional and managerial 
training programs. Employed by Systematics 
General since 1969. Previously with NASA, 
1962- 69; Office of Chief Signal Officer, 1943-
62; and Signal Corps Laboratories, 1940-43. 
Member of IEEE. ITU experience: Delegate 
to 1963 Space, 1971 Space and 1977 Broad
casting Satellite Conferences; Delegate to 
1966 CCIR XIth and 1970 XIIth Plenary 
Assemblies and Special Joint Meeting; ac
tive in CCIR Study Groups; Chairman, U.S. 
CCIR Study Group 4. W ARC-79 participa
tion: Delegate to 1978 SPM; Sydney Semi
nar; bilateral discussions; member of W ARC 
Advisory Committee. 

Kimball, Harold: Chief, Communications 
and Frequency Management, NASA. Holds 
BSEE from Wayne St. Univ. and MSEE from 
Univ. of Illinois. Served with U.S . Air Force. 
Convenor of IRAC Ad Hoc 144-Id. ITU expe
rience: Delegate to 1978 CCIR XIVth Plenary 
Assembly; active in CCIR Study Groups; 
Chairman of U.S. CCIR Study Group 2. 
WARC-79 participation: Delegate to 1978 
SPM; Nairobi and Sydney Seminars, bilat
eral discussions. 

Lepkowski, Ronald: Supervisor, Interna
tional and Satellite Branch, Common Car
rier Bureau, FCC. Holds BSEE from MIT and 
MS from George Washington Univ. Employed 
by FCC since 1969. ITU experience: Dele
gate to 1977 Broadcasting Satellite Confer
ence. WARC-79 participation: Delegate to 
1978 SPM. 

Lukasik, Stephen J . : Chief Scientist, FCC. 
Holds BS from Rennsselaer Polytechnic In-

stitute, and MS 8lll.d Ph. D from MIT. Private 
experience with Westinghouse (1955-57) and 
Xerox Corporation (1974-76). Also held 
teaching positions with MIT (1951-1955) and 
Stevens Institute of Technology (1957-66) . 
Served as Director, Defense Department's Ad
vanced Research Projects Agency (1971-74); 
and Senior Vice President, subsequently 
Chief Scientist, Rand Corporation (1977-79). 
Joined FCC as Chlef Scientist in May 1979. 

Luther, William A.: Chief, Engineering 
Division, Field Operations Bureau, FCC. 
Holds BSEE and MSEE from Drexel Univ. Em
ployed by FCC since 1959. I'I'U experience: 
Active in CCIR Study Groups since 1968. 
WARC-79 participation : Delega.te to 1978 
SPM. 

McConnell, Vernon J.: Frequency Manager, 
Department of Defense. Attended Los An
geles Trade-Technical College, 1948-51. 
Served as Marine Radio Officer. Serves as 
Chairman, Joint Frequency Panel's Perma
nent Working Group on Space Frequency 
Matters. Specializes in Radio Regulations 
dealing with satellite coordination proce
dures. ITU experience: Has participated in 
conference preparation since 1958. Partici
pated in numerous NATO/ ARFA meetings. 

McNaughten, Neal K.: Assistant Chief, 
Broadcast Bureau, FCC. Employed with In
ternational Division, FCC, 1940-48. Served as 
Director for Engineering, National Associa
tion of Broadcasters; Manager of Market 
Planning, RCA; and Vlce President, Ampex 
Corp. Returned to FCC in 1961. ITU experi
ence: Vice Chairman, USDEL, 1977 Broad
casting Satellite Conference; delegate to 1978 
CCIR XIVth Plenary Assembly; active in 
CCIR Study Groups; Chairman, U.S. CCIR 
Study Groups 10 and 11. WARC-79 participa
tion: Panama Seminar. Attended numerous 
CITEL meetings. 

May, Robert : Frequency Manager, U.S. Air 
Force. Holds BSEE and MBA from Univ. of 
Michigan. Formerly systems engineer for 
aerospace industry, 1945-64; government 
service in operations research, 1964-69. Air 
Force representative to !RAC. W ARC-79 par
ticipation: Nairobi Seminar; bilateral dis
cussions. Has attended numerous NATO/ 
ARFA meetings. 

Mayher, Robert: Deputy Chief, Spectrum 
Engineering and Analysis Division, NTIA. 
Holds BSEE from MIT. ITU experience: Ac
tive in CCIR Study Groups since 1974; Chair
man of International Working Party 1/2. 
WARC participation: Delegate to 1978 SPM; 
Panama Seminar; bilateral discussions. 

Moore, Robert: Physical Scientist with 
Microwave Radiometric Branch, Naval Weap
ons Center, Corona, CA. Employed as consult
ant on command, control and communica
tions, Office of Chief of Naval Operations, U.S. 
Navy. Holds BS and MS from Univ. of Mich
igan. ITU experience: Active in CCIR Study 
Groups. Also participated in number of NATO 
study and advisory groups on millimeter wave 
matters. 

Nelson, Sharon: Legislative Counsel, Con
sumers Union. Former staff member, U.S. 
Senate Committee on Commerce, Science, 
and Transportation. WARC-79 participation: 
Member of WARC Advisory Committee. 

Ogle, James: Director, Office of Frequency 
Management, Department of Commerce. 
Commerce representative to !RAC. Former 
delegate to NATO/ARFA. Fonner Chief, U.S. 
Air Force Frequency Management Office. ITU 
experience: Delegate to 1959 General, 1971 
Space, 1974 Maritime and 1973 Plenipoten
tiary Conferences. 

Palmer, Lawrence M. : Communications 
Specialist, International Conference Staff, 
FCC. Holds BS from George Washington 
Univ. Served in U.S. Navy and specialized in 
communications field . Employed by U.S. Navy 
-Frequency Management Office before joining 
FCC. ITU experience: Delegate to 1974 Mari
time and 1978 Aeronautical Conferences. 
WARC-79 participation: Sydney Seminar; 
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bilateral discussions. Attended numerous 
NATO/AFRA and CITEL meetings. 

Parlow, Richard: Chief, Spectrum Engi
neering and Analysis Division, NTIA. Holds 
BSEE from Univ. of Wisconsin and MEA from 
George Washington Univ. Formerly employed 
by Mitre Corp., Philco Corp .• and U.S. Air 
Force (specializing in radio communications 
systems). ITU experience: Active in CCIR 
Study Groups. WARC-79 participation: Dele
gate to 1978 SPM; Nairobi and Sydney Semi
nars; bilateral discussions. 

Phillips. Paul: Physical Scientist, em
ployed in Frequency Management Office, 
U.S. Army. Army representative to !RAC. 
Former U.S. Air Force Officer. WARC-79 
participation: Panama Seminar; bilateral 
discussions. Delegate to NATO/ARFA. 

Price, Richard M.: Radio Astronomer, Na
tional Science Foundation,. Holds BS in 
physics from Colorado State University and 
Ph.D. from the Australian National Univer
sity. NSF representative to !RAC. Formerly 
employed by Nat. Bureau of Standards 
Laboratory, Boston, Mass.; and National 
Radio Physics Laboratory, Sydney, Australia. 
Served 8 years as member of faculty, MIT 
Physics Dept. Employed by NSF since 1975. 
ITU experience: Delivered pwper at 1976 
IFRB Seminar. 
~obst, Samuel E.: Vice Chairman, U.S. 

WARC Delegation. Director, Spectrum Plans 
and Policies, NTIA. Holds degrees in civil 
engineering and electrical engineering from 
Univ. of Kansas and Penn State. Chairman, 
!RAC and Ad Hoc 144. Former spectrum 
manager for U.S. Army, ITU experience: Dele
gate to 1971 Space and 1973 Plenipotentiary 
Conferences; Chairman, U.S. Delegation, 1978 
SPM. W ARC-79 participation: Panama Semi
nar; bilawal discussionss. Attended several 
CITEL meetings. 

Reinhart, Edward: Radio Engineering 
Manager, Communications Satellite Corpora
tion. Holds BA and MA from University of 
California. Formerly employed by Rand 
Corp. and Jet Propulsion Laboratory, Cali
fornia Institute of Technology. ITU experi
ence: Delegate to 1971 Space and 1977 Broad
casting Satellite Conferences: Delegate to 
1971 Space and 1977 Broadcasting Satellite 
Conferences; Delegate to 1971 SJM. WARC-
79 participation: Delegate to 1978 SPM; 
Sydney Seminar; bila.teral discussions. 

Robinson, Glen 0.: Chairman, U.S. WARC 
Delegation. Holds AB from Harvard Univ. 
and LLB from Stanford. Member of D.C. 
Bar. Attorney associated with Covington and 
Burling, 1961-62 and 1964-67. Professor of 
Law, Univ. of Minnesota, 1967-74. Commis
sioner, FCC, 1974-76. Since 1976, Professo.r of 
Law, Univ. of Virginia. Appointed Chairman, 
U.S. Delegation, January 1978. 

Schaffer, Kalmann: Vice Chairman, U.S. 
WARC Delegation. Foreign Affairs Advisor, 
FCC. Attended numerous CITEL meetings. 
Experienced with UNESCO MacBride Com
mission and UN Committee on the Peaceful 
Uses of Outer Space. 

Shrum, Richard E.: Vice Chairman, U.S. 
WARC Delegation. Coordinator of Technical 
Affairs, Office of International Communica
tions Policy, Dept. of State. Graduated from 
U.S. Coast Guard Academy (BS Eng.) and 
U.S. Naval Postgraduate School (MSEE). 
Former frequency manager for U.S. Coast 
Guard and FCC. ITU experience: Delegate to 
1971 Space, 1974 Maritime, 1977 Broadcasting 
Satellite Conferences; Delegate to 1971 SJM; 
Delegate to 1976 and 1977 Sessions of Ad
~inistrative Council. WARC-79 participa
t10n: Vice Chairman, U.S. Delegation, 1978 
SPM; Nairobi and Sydney Seminars; bilat
eral Discussions. Delegate to NATO/ARFA. 

Stowe, Ronald F.: Assistant General Coun
sel, Satellite Business Systems. Holds AB 
from Brown Univ. and JD from New York 
Univ. Formerly employed as attorney in 
Dept. of State Legal Adviser's Office; served 
with U.S. Mission to the UN. Delegate to 

several meetings of UN Committee on Peace
ful Uses of Outer Space. W ARC-79 participa
tion: Delegate to 1978 SPM; Panama Semi
nar, bilateral discussions; member of WARC 
Advisory Committee. 

Torak, Wllliam: Vice Chairman, U.S. 
W ARC Delegation. Assistant Chief, Interna
tional and Operations Division, FCC. Univ. 
of Pittsburgh, BSEE. W ARC-79 participa
tion: Vice Chairman, U.S. Delegation, 1978 
SPM; Panama Seminar, bilateral discussions. 
Delegate to NATO/ARFA. Attended several 
meetings of CITEL. 

Tycz, Thomas: Electronics Engineer, In
ternational Conference Staff, Office of Chief 
Scientist, FCC. Holds BSEE from Lowell 
Technological Institute, and MSEE from 
Univ. of Maryland. Previously employed by 
Air Force Systems Command and U.S. Navy 
Electromagnetic Compatibility Analysis 
Center (ECAC). Joined FCC January 1975. 
ITU experience: Active in CCIR Study 
Groups. WARC-79 participation: Bilateral 
discussions in Africa, Middle East and Latin 
America. 

Urbany, Francis: Vice Chairman, U.S. 
WARC Delegation. International Manager, 
Spectrum Plans and Policies, NTIA. Holds 
AB from Harvard and JD and MS Bus. 
Admin. degrees from George Washington 
Univ. ITU experience: Delegate to 1973 Tele
graph and Telephone, 1977 Broadcasting 
Satellite and 1978 Aeronautical Conferences. 
WARC-79 participation: Nairobi and Panama 
Seminars; bilateral discussions. Attended 
various meetings of CITEL, INMARSA T and 
INTELSAT. 

Vanden Heuvel, William: U.S. Ambassador 
to the European Office of the UN and Other 
International Organizations, Geneva. Gradu
ate of Cornell Univ. and Cornell Law School. 
Former Special Asst. to Attorney General 
Robert Kennedy, 1963-64. Served as Acting 
Regional Administrator, Office of Economic 
Opportunity, 1964-65; Vice President, N.Y. 
State Constitutional Convention, 1967; 
Chairman, N.Y. City Boa.rd of Correction, 
1970-73; and Chairman, N.Y. City Commis
sion on State-City Relations, 1971-73. Partner 
in law firm of Stroock, Stroock, and Lavin 
since 1005. 

Van Doorn, Arlan: Deputy Chief, Private 
Radio Bureau, FCC. Attended Univ. of Vir
ginia. and George Washington Univ. Previ
ously employed as Senior Engineer, Western 
Development Laboratories and System Tech
nology Center, Philco/Ford Corp. Serves as 
Vice Chairman, Radio Teohnical Commission 
for Marine Services. Particdpated as head of 
delegation in bilateral discussions with Mex
ico and Canada on various communications 
matters. WARC-79 participation: Panama 
Seminar; bilateral discussions. 

Warvariv, Constantine: Agency Director, 
Transportation and Communications, Bureau 
of International Organization Affairs, Dept. 
of State. Holds MS in Pol. Sci. from Columbia 
Univ. Formerly Deputy Chief of Mission, U.S. 
Mission to UNESCO, Paris, 1973-78. Has at
tended numerous international conferences. 
Served as U.S. Spokesman on draft.dng group 
at UNESCO 20th General Conference, No
vember 1978. 

Weiss, Hans: Director, Systems Engineer
ing, Communications Satellite Corporation. 
Holds MS in Physics from Univ. of Karlsruhe 
(Germany). Formerly systems engineer for 
RCA. Employed by ComSat since 1964. Re
sponsible for definition, design, and integra
tion of advanced space communications sys
tems. ITU experience: Delegate to 1971 Space, 
1977 Broadcasting Satellite and 1971 SJM; 
active in CCIR Study Groups. WARC-79 par
ticipation: Delegate to 1978 SPM. 

Weppler, H. E.: Director, Technical Stand
ards and Regulatory Planning, AT&T. Holds 
BSEE from Purdue Univ. Radio engineer em
ployed by AT&T since 1959. Member, NTIA's 
Frequency Management Advisory Council, 
since 1967. ITU experience: Delegate to 1963 

Space, 1971 Space, 1974 Maritime. 1977 Brood.
casting Satellite, 1965 and 1973 Plenipotenti
ary Conferences; Delegalte to 1966 CCIR XIth, 
1970 XIlth, 1974 XIIlth, 1978 XIVth Plenary 
Assemblies and 1971 SJM; active in ccm 
Study Groups; Chairman, U.S. CCIR Study 
Group 9. WARC-79 participation: Delegate 
to 1978 SPM; member of W ARC Advisory 
Committee. 

Williams, Francis K.: Chief, Treaty Branch, 
FCC. Holds BSEE from MIT. Has attended 
numerous International Civil Aviation Orga
nization meetings. ITU experience: Delegate 
to 1974 Maritime and 1978 Aeronautical Con
ferences; active in CCIR Study Groups. 
WARC-79 participation: Delegate to 1978 
SPM; Nairobi Seminar; bilateral discussions. 

ABBREVIATIONS USED 

ITU-International Telecommunication 
Union. 

CCIR-International Radio Consultative 
Committee. 

SJM-Special Joint Meeting of CCIR 
Study Groups held in 1971. 

SPM--Special Preparatory Meeting for 1979 
WARC, held in 1978. 

IFRB-International Frequency Registra
tion Board. 

CITEL--Inter-American Telecommunica
tions Conference. 

NATO/ARFA-North Atlantic Treaty Orga
nization/Allied Radio Frequency Agency. 

UNESCO-United Nations Economic and 
Social Council. 

!CAO-International Civil Aviation Orga
nization. 

INTELSAT-International Telecommuni
c:i.tions Satellite Organization. 

INMARSAT-International Maritime Satel
lite Organization. 

IEEE-Institute of Electrical and Elec
tronics Engineers, Inc. 

IRAC-Interdepartment Radio Advisory 
Committee.e 

SKYLAB'S HOMECOMING 

e Mr. STEVENSON. Mr. President, Sky
lab is home. And it is good news that its 
homecoming was accomplished without 
injury to person or property. Although 
we must await the accounting and veri
fication of debris found in Australia to 
know precisely Skylab's final reentry 
path, it appears that, on balance, the 
last orbit was as favorable to a safe out
come as we could have hoped. 

As NASA emphasized repeatedly, the 
risk of injury was always very small. In 
this era of Three Mile Island and DC-
10 disasters, it is nonetheless a relief to 
know that the unlikely did not occur. 

Did we learn anything from this event? 
I was impressed with the generally ac
curate reporting of the media, even 
though one might question the amount of 
attention directed to this story by print 
and electronic media. This balanced 
treatment occurred in large measure be
cause from the outset the Government 
made a determined effort to tell the 
whole story. Preparations for reentry 
were drawn up carefully. Every effort 
was made to spell out, in detail, what was 
likely to happen and why. An equal ef
fort was devoted to explaining what was 
not known and what could not be pre
dicted with accuracy. As a consequence, 
most people kept the event in perspec
tive. It is encouraging to discover that 
such behavior is still possible. 

Some persons might still argue that 
we must never again run such risks, 
however remote. I disagree. A more sen-
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sible approach, in my view, would be to . 
recognize that almost any effort in life 
involves some risks and that we must 
evaluate the potential risks along with 
the benefits. We mave often overlooked 
the benefits of Skylab. For instance, im
portant scientific knowledge was gained 
in understanding the physical and 
chemical processes of the Sun. 

This knowledge, in time, will permit us 
to know a great deal more about the 
Earth's climate and weather. The ben
efits of understanding the dynamics of 
severe storms and climatic change, for 
example, are incalculable. The Skylab 
missions also expanded our knowledge 
of remote sensing from space of the 
Earth's resources and environment. This 
will benefit mankind in countless ways: 
Monitoring agriculture and forests, ex
ploring for energy and minerals, con
trolling pollution, and producing more 
accurate maps, to cite only some of the 
more obvious applications. Skylab also 
broadened our understanding of human 
survivability in space, knowledge that 
will be valuable once we begin to use the 
Space Shuttle's capabilities for extended 
manned missions in space. 

In short, the benefits of Skylab were 
real, and the risks associated with its re
entry were small. With the wisdom of 
hindsight, it is clear that NASA reached 
a correct decision to initiate the project. 

It also is true that every effort must 
be made to avoid exposing the Earth's 
population to needless risks. There is 
little reason to prolong the argument 
over whether Skylab should have been 
equipped with propulsion equipment to 
avoid an uncontrolled reentry. The deci
sion not to provide such equipment was 
made nearly 10 years ago, for reasons 
that seemed acceptable at the time. 
What we should focus on today is that 
the space shuttle will provide the United 
States with a new capability to retrieve 
or revisit large objects in space. This 
should make it possible to avoid a situa
tion such as the Skylab reentry from 
ever happening again. 

My final thought is that Americans 
owe NASA and the other Federal agen
cies that participated in the Skylab re
entry planning a vote of confidence for 
their handling of a very difficult situa
tion. We are not hesitant to criticize 
the Government when things turn out 
badly. In this instance, so far as we know, 
the outcome was far more satisfactory
not only that Skylab's reentry caused 
no harm but also that the Government 
handled the situation well. We should 
have the intellectual honesty to acknowl
edge this success and to express our ap
preciation.• 

SENATE RESOLUTION 188-TAX-
EXEMPT MORTGAGE BONDS 

• Mr. BRADLEY. Mr. President, I am 
pleased to join my colleague from 
Alaska, Senator GRAVEL, in cosponsor
ing a resolution to express the sense of 
the Senate that until Congress is ready 
to take definitive action regarding tax
exempt mortgage bonds, State housing 
agencies and local governments should 
not be precluded from continuing to 
finance their housing programs. 

On April 25, 1979, H.R. 3712 was intro
duced in the House of Representatives. 
This bill would end the tax exemption 
for State and local government bonds 
used to provide mortgages for owner
occupied residences and restrict the use 
of housing related industrial develop
ment bonds to those bonds whose pro
ceeds are used for low- or moderate
income rental housing. The bill's effective 
date is retroactive to the date of its 
introduction. 

Since the introduction of H.R. 3712 
the market for mortgage bonds has dried 
up. Wisely, the House Ways and Means 
Committee is currently considering 
transitional rules which would continue 
the tax exemption for bonds being pre
pared for issue on the date of the bill's 
introduction. The resolution which Sen
ator GRAVEL and I are cosponsoring in 
effect expresses the Senate's support of 
acceptable transitional rules and sends 
a message to the bond markets that we 
will proceed in a manner which will not 
be unreasonably disruptive. 

An example of the severe impact of 
H.R. 3712 can be seen in my State where 
the New Jersey Mortgage Finance Agen
cy's $21 million bond issue, authorized on 
April 3 for a statewide home improve
ment loan program servicing low- and 
moderate-income homeowners, is in a 
stage of limbo. Bond counsel are unwill
ing to give clean opinions regarding tax 
exemption of bond issues until Congress 
has acted. The mere introduction of leg
islation has had the effect of prohibitory 
law. The bond industry has been stopped 
dead cold. 

The investment community is waiting 
for definitive action from Congress. While 
we are deliberating on the best way of 
handling tax-exempt housing bonds we 
should free those deals caught in the 
pipeline as of April 25. That is what our 
resolution advocates. 

In cosponsoring this sense of the Sen
ate resolution, I do not foreclc>se the ad
visability of legislation regarding the is
sue of mortgage •bonds. Varied opinions 
regarding the use of proceeds of such 
bonds and all of these views should be 
aired. My position on the issue is that the 
bond proceeds should be targeted so that 
they reach those in our society who most 
need assistance. However, until Congress 
has legislated, I :firmly believe that the 
bond market should not be hampered. 
The adoption of the resolution forecloses 
no options.• 

THE DECLINE OF PRIVATE 
PENSIONS 

e Mr. ARMSTRONG. Mr. President, 
often Federal programs start out to help 
solve problems and end up creating new 
and more serious difficulties for the very 
people supposedly to be helped. This 
week Dennis E. Logue, associate pro
fessor of business administration at 
Dartmouth College, pointed out how 
Government interference has caused the 
decline of private pension plans through
out the country. His article in the Wash
ington Star deserves the serious consid
eration of every Member of the Senate. 
I commend it to the attention of my 
colleagues: 

THE DECLINE OF PRIVATE PENSIONS 

(By Dennis E. Logue) 
Despite repeated expressions of concern 

for senior citizens, the government itself has 
contributed to the termination of a. large 
number of private pension plans. 

Whether intended or not, the thrust of 
federal actions over the la.st decade has en
sured that a. greater portion of the retire
ment needs of older Americans will be fi
nanced from public rather than private 
sources. 

This trend is a. ca.use for concern both in 
the White House and on Capitol Hill. La.st 
year the White House recommended changes 
to cut down on the blizzard of paper work 
generated by federal regulation governing 
corporate pension plans. 

The House Government Operations Com
mittee currently is drafting legislation aimed 
a.t encouraging the formation of new pri
vate pension plans. Presumably the new blll 
wlll be designed to offset some of the dam
pening effects of both the Employee Retire
ment Income Security Act of 1974 and the 
expansion of the Social Security system. 

The intention of federal lawmakers ap
parently was to guarantee sufficient income 
to retired Americans both by providing larger 
Social Security benefits and by shoring up 
private pension plans. 

Ironically, what the government has done 
ls to make it more attractive to corporate 
planners either to terminate existing pension 
plans or not begin them a.t a.11. 

The Employee Retirement Income Secu
rity Act of 1974 has tended to standardize 
the terms for vesting and el1gib111ty require
ments in pension fund contracts. It has es
tablished funding standards and created a. 
new quasi-government pension insurance 
agency, the Pension Benefits Guarantee Cor
poration. In short, the law has changed the 
nature of pension in fundamental ways. The 
net effect has been to reduce the benefits to 
employers offering pensions to their em
ployees. 

ERISA also created the opportunity for 
employees who a.re not covered by private 
pension plans to save for retirement through 
their own tax-deferred savings plans or in
dividual retirement accounts. As a. result, 
the special tax-related attractions of private 
pension plans have been reduced. 

The law appears to be based on a.n erro
neous view of the private pension program. 
It has raised the cost of such programs and 
simultaneously reduced their benefits to 
firms. As evidence, between the end of 1974 
and July 1977, nearly 30 per cent of all pri
vate pension plans were terminated. 

The basic error embodied in the legisla
tion ls the theory that private pensions a.re 
simply deferred wages. But while private 
pensions a.re considered deferred income for 
tax purposes, they have a different and im
portant role in the employment relation
that of providing incentives to employees. 

To the extent that legislation has under· 
mined the role of pensions as incentives, 
these laws may weaken the industrial pen
sion system. 

The Social Security system also is creating 
disincentives for corporate pension plans. 
The growth of private pension benefits has 
been dwarfed by growth in Social Security 
benefits in recent years. A retired person is 
now likely to receive more from Social Secu
rity than he does from his pension plan, a. 
marked change from the early 1950s. 

As expected Social Security benefits rise, 
the work incentives produced by a pension 
of a given dollar size tend to diminish. This 
in turn, reduces corporate incentives to pro
vide pensions. 

Similarly, as Social Security taxes rise, the 
individual's inclination to save declines, and 
this tends to reduce the employee demand 
for pension programs. 



July 12, 1979 CONGRESSIONAL RECORD- SENATE 18305 
Two significant infiuences-ERISA and 

Social Security expansion-are acting in 
consort. Both have substantial potential for 
reducing the number and size of corporate 
pension programs. 

Some would argue that the demise of the 
private pension system is welcome. How
ever, the principal argument against that 
view is that employees should themselves 
be able to decide whether the pension con
tract they have is satisfactory. 

If private pension plans get shoved aside 
because of restrictive legislation or increas
ingly generous Social Security benefits, the 
choices open to employees will diminish. This 
situation can never be viewed as desirable. 

Nearly everyone agrees that efforts should 
be made to assure retired Americans a 
secure future. But federal lawmakers should 
be certain that adverse side effects of their 
attempts to help do not outweigh the 
benefits.e 

REPORTS ON PIONEER VENUS 
MISSION 

e Mr. STEVENSON. Mr. President, too 
often we watch with awe the success of 
a new endeavor in space exploration, 
only to lose interest in the results of that 
endeavor and how these results contrib
ute to our understanding of the solar 
system. Last December the United States 
successfully directed five spacecraft 
through the atmosphere of Venus and 
placed another spacecraft in orbit about 
it. Data on the composition and tem
perature of the atmosphere were quickly 
made available to scientists around the 
world. But interpretation of data takes 
many months, and these interpretations 
must be analyzed and compared with 
other knowledge, theories, and data. 

The July 6, 1979, issue of Science 
presents a collection of 30 reports on 
Pioneer Venus experiments. These 30 
reports represent the published work of 
over 125 principal investigators repre
senting approximately 33 different insti
tutions. This breadth of involvement of 
the scientific community in a single mis
sion testifies to the widespread interest 
and importance of planetary science. 

The results of this research gives us a 
picture of a planet of nearly the same 
size and mass as Earth, but with major 
differences in the composition and struc
ture of the atmosphere. Most notable 
are the larger amounts of rare gases on 
Venus, such as argon and neon, that 
suggests the primordial state of the 
planet's atmosphere. The differences 
with Earth are analyzed as to their con
sistency with various theories of the 
solar system's formation. 

'What emerges from this process are 
new ideas about the origin of the solar 
system-the distribution of elements 
and temperature in the solar system's 
early history and the mechanisms that 
must have taken place as the planets be
gan to assume their present form. The 
larger amounts of argon and neon 
caused a reexamination of the evolution 
of the atmospheres of Earth, Mars, and 
Venus. Instead of the atmosphere devel
oping after the planets formed, through 
solar processes, for instance, it now ap
pears that the atmospheric components 
were contained in the material out of 
which the planets themselves were 
formed. This new view of the evolution 

of planetary atmospheres is important 
in analyzing the water history and 
chemical processes in those atmospheres. 

The Pioneer Venus results thus demon
strate how planetary scientists are using 
the other planets as "laboratories" for 
understanding physical processes on 
Earth. It is no coincidence that some of 
the principal scientists on the Pioneer 
Venus mission are those who first ana
lyzed the danger to our atmosphere of 
excessive aerosols, carbon dioxide, and 
sulfur compounds. These molecules are 
abundantly present on Venus and are 
affecting its atmospheric evolution. 

Pioneer Venus does not end our ex
ploration of this planet. The planet's 
surface has never been seen, for exam
ple. However, with the use of imaging 
radar, it will be possible to examine the 
Venusian surface and to learn more 
about atmospheric processes and plane
tary composition. The Venus orbiting 
imaging radar <VOffi) mission is a pri
ority item on NASA's agenda of future 
planetary missions. 

Pioneer Venus does not give us full 
understanding of the solar system's for
mation, but it does contribute an impor
tant increment to our knowledge. The 
significance of our emerging picture of 
Venus is discussed in an editorial by 
Philip Abelson that also appeared in the 
July 6 issue of Science. I ask that Mr. 
Abelson's editorial be printed in the 
RECORD. 

The editorial follows: 
VENUS 

(By Ph111p H. Abelson) 
The earlier romantic and the .newer real

istic views of Venus are in sharp contrast. 
This difference is typical of many situations 
that scientists deal with. They often find 
themselves in the position of demolishing 
illusions. On the other hand, the objectivity 
of scientists is usually narrowly confined, and 
even in their professional activities, illusion 
or self-delusion often surface. This is espe
cially true when the information is limited 
a.nd the area of possible speculation is large. 
For example, an ill-based belief in the pos
sib111ty of life on Venus, the moon, and Mars 
was sufficiently strong for some scientists to 
alarm the public and force special precau
tions in the return of astronauts and sam
ples from the moo.n. 

In ancient times there we-re few con
straints on imagination about Venus, and 
the very name of the planet reflected this. 
Later, it became evident that Venus was a 
body about the same size as Earth, that it 
had an atmosphere, and that it was cloud
covered. Nobel Laureate Svante Arrhenius 
believed that the planet supported luxuriant 
vegetation. His views are shared by others. 

By 1960 Earth-based astronomers had de
termined that the atmosphere of Venus con
sisted principally of COq with little H,O 
evident. Nevertheless, confidence in the p0s
sib11ity of life on Venus persisted in some 
quarters. 

Exploration of the moon and planets has 
left no room for little green men or microbes 
elsewhere in the solar system. This is espe
cially true of Venus. Temperatures at the 
planet's surface range up to 400°C. The dense 
atmosphere consists mainly of C0

2 
with an 

atmospheric pressure of 90 kilograms per 
square centimeter (90 times the total on 
Earth). The second most abundant compo
nent 1s nitrogen (about 3 percent). Water 
vapor is a minor constituent, being present 
in. about the same concentration as so2 (of 
the order of 1000 parts per mlllion). Other 

forms of sulfur include elemental sulfur and 
carbon oxysulfide. The atmosphere is acid 
and toxic, and the clouds probably consist 
largely of droplets of ~so,. 

Despite contrasts between their atmos
pheres, Earth and Venus share some Impor
tant features. The abundances of nitrogen 
relative to the masses of the planets are com
parable. The same ls true of the amounts of 
co2 if one takes into account the amounts 
present in carbonate rocks on Earth. Within 
experimental error, the iac/l!!C ratios are 
alike. The amounts of 40Ar derived from decay 
of 4°K are also comparable, 1nd1ca.t1ng similar 
contents of potassium in the two bodies. 

In the current Issue of Science, Pollack and 
Black discuss some of the compositional fea
tures of the atmospheres of Venus, Earth, and 
Mars. They also examine three hypotheses 
th.at have been advanced for the origin and 
evolution of these atmospheres. The view 
that best fits the available data ls the graln
accretion hypothesis: Grains of material 
containing potential volatiles such as nitro
gen and H 20 were accumulated into plan
tesimals that subsequently accreted to form 
planets. Later, as a result of internal heating, 
volatiles reached the surface. Since the 
amounts of co2 and N 2 which have reached 
the surface on Venus and Earth are compar
able, it is possible that similar amounts of 
water likewise were outgassed. But little ~O 
is present today in the atmosphere of Venus, 
and this absence must be explained. In any 
event, the compar.itlve absence of water on 
Venus has profoundly affected weathering, 
the incorporation of co. into solid carbo
nates, and the contrasting greenhouse ef
fects on the two planets. 

The results obtained from American and 
Soviet missions to Venus leave little room for 
romance. The same is true of missions to the 
moon and the other planets. Those who have 
yearned for evidence that forms of life exist 
on other bodies of the solar system have been 
disappointed. But their frustration is to a 
degree balanced by a positive factor. Explo
ration of our solar system ls a triumph of 
human ingenuity-a triumph shared by all 
humans.e 

CENTENNIAL COLORADO 
CONFERENCE V 

e Mr. ARMSTRONG. Mr. President, 
each year since 1975 a group of Colo
radans has convened in the Colorado 
Rockies to debate State and Federal 
public policy issues. The forum, called 
the Centennial Colorado Conference, 
was held earlier this month at Keystone, 
Colo. 

Traditionally the 8 or 10 consensus 
resolutions adopted by the conferees are 
bellwethers to decisions made later by 
the Colorado General Assembly and the 
U.S. Congress. That is not surprising, 
given the fact that the conferees repre
sent a cross section of a State which 
traditionally is a testing ground for new 
concepts. 

What makes the Centennial Colorado 
Conference unique is the fact that its 
topics are not limited to any particular 
interest area, and that the attendees are 
about equal measures of Democrats, Re
publicans, and independents; liberals, 
conservatives, and independents; and 
high- and low-profile citizens. For ex
ample, both the Republican and Demo
cratic State chairmen of Colorado at
tended the 1979 session. 

By the way, no one is included or ex
cluded because of who or what they are 
in the everyday world. The previous 
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year's conferees are the nominating 
committee. 

Centennial Colorado Conference V, as 
the 1979 version was called, was at
tended by 132 persons. I would like to 
share with my colleagues the highlights 
of the conference positions. 

The group passed resolutions opposing 
price and wage controls, endorsing State 
participation in funding of Federal 
water projects, and opposing ratification 
by the Colorado General Assembly of 
the District of Columbia representation 
amendment. 

The conferees also recommended that 
Congress initiate a constitutional 
amendment which would require the 
Federal Government to operate on a bal
anced budget basis, and to make the 
social security system actuarially sound 
and limited to retirement and other pen
sions, and death benefits. 

Other resolutions supported decontrol 
of crude oil prices by 1981 and the en
forcement of antitrust laws to insure a 
free market and competition in the oil 
industry, called for the retention of 
Colorado's present system of designat
ing and nominating candidates for pub
lic office, and opposed limitations on 
direct or indirect foreign investments in 
the United States but requiring full dis
closure of such investments. 

The text of all resolutions adopted by 
Centennial Colorado Conference V 
follows: 

RESOLUTION 

Resolved: That the Congress of the United 
States shall not enact legislation to limit 
increases in wholesale and retail prices, 
wages and rates charged by professional and 
technical services. 

That Congress shall support the decision 
of the President to decontrol crude oil prices 
by 1981, and be it further resolved that Con
gress shall pass legislation directing the indi
vidual states to control the allocation and 
appropriate conservation of available 
refined petroleum products and derivatives 
within their states. Also, that wholesale gaso
line prices not be regulated by the Federal 
iEnergy Regulatory Commission and that 
retail gasoline prices not be regulated by 
state entitles such as the Colorado Publlc 
Utllltles Commission, but that there be 
effective enforcement of anti-trust laws and 
other efforts to ensure a free market and 
competition in the oil industry. 

That a Convention shall not be called to 
prepare a new Constitution for the United 
States, but that the Congress of the United 
States shaU pass a constitutional amendment 
to be ratified by the states, which would 
require a balanced federal budget by pro
hibiting further increases in the national 
debt, except by a 60 percent vote of the mem
bers of the House and Senate present and 
voting. 

That the Congress amend the Social Secu
rity System law to make it actuarially sound 
and to provide a fair system limited to a pro
gram of pensions, retirements, and death 
benefits. 

That the Congress of the United States 
enact legislation which will allow each State 
to establish its own water storage and hydro
electric power generation project priorities, 
to be funded on a 90-10 federal-state or local 
matching basis, and with an amount 
annually to be appropriated by Congress for 
that purpose, with funds to be apportioned 
on the basis of the following formula: % on 
the basis of population, % on the basis of 
land areas, and Y:z to be apportioned by each 
state's undeveloped entitlements. 

That the present Colorado system of desig
nation and nomination of candidates be 
retained. 

That no limit be placed on direct or indi
rect foreign investments in the United 
States real properties and business, but that 
full public disclosure of all foreign invest
ment be required. 

That the Cdlora.do General Assembly not 
ratify the District of Columbia Representa
tion Amendment, which would afford voting 
membership in the United States Senate and 
House of Representatives on the same basis 
as that of states.e 

SYMPOSIUM COMMEMORATING THE 
lOTH ANNIVERSARY OF THE 
APOLLO 11 MISSION 

•Mr. STEVENSON. Mr. President, next 
week we observe the 10th anniversary of 
mankind's first visit to a celestial body 
other than Earth-the Apollo 11 lunar 
landing. While we recall this achieve
ment with pride and nostalgia, this an
niversary is also an opportunity to look 
ahead with the same self-confidence and 
vision that motivated President Kennedy 
to initiate the Apollo program. 

The characteristic of Apollo that most 
distinguishes it from our current efforts 
is the Government's commitment to 
achieving a specific goal within a certain 
number of years. This approach per
mitted both Congress and the Executive 
to make informed judgments about the 
resources needed in any fiscal year to ac
complish the job of landing a man on the 
Moon and returning him safetly to Earth 
before the end of the 1960's. Today our 
budgetary planning for the civilian space 
program is fundamentally a year-by
year process. We have no way of judging 
whether the resources in a given year are 
adequate because we have not identified, 
even in general terms, the longer run 
purposes of these annual expenditures. 

I do not advocate a commitment of 
national resources on the scale of 
Apollo. But I do believe we should at
tempt to identify the basic goals of the 
U.S. civilian space program that will be 
achieved during the next decade. S. 244, 
the Space Policy Act of 1979, establishes 
such goals in space transportation, space 
science, and space application. It also 
provides a procedure for translating 
these broad objectives into annual pro
gram activities that would be reviewed 
and approved by Congress according to 
the established authorizing and appro
priations process. It is my intention to 
seek passage of the legislation during the 
96th Congress. 

One occasionally hears the argument 
that space exploration should wait until 
more immediate problems on Earth are 
solved. Margaret Mead, the anthropolo
gist, responded to this view by Pointing 
out that, in her opinion, there was no 
reason to believe that any of the money 
spent on space exploration would have 
been available for other Earth-related 
problems. I agree with Margaret Mead. 
Also, it is important to remember that 
money for space activities is spent on 
Earth. These expenditures have brought 
considerable benefits to our society in 
terms of expanding scientific and tech
nological knowledge, in strengthening 

our economy, and in broadening our cul
tural perspectives. 

As we recall with pride this Nation's 
effort that led to the triumph of Apollo, 
it is appropriate to consider this coun
try's future in space. Accordingly, the 
Committee on Commerce, Science, and 
Transportation and the House Commit
tee on Science and Technology are spon
soring a symposium, "Next Steps for 
Mankind-The Future in Space." The 
symposium will be held on Thursday, 
July 19, 1979, 4 to 6:30 p.m., in the Sen
ate caucus room. Prof. Carl Sagan of 
Cornell University, Dr. Noel Hinners, Di
rector of the National Air and Space 
Museum, and Mr. George Jeffs of Rock
well International will make opening 
presentations. Discussion with Members 
of Congress and the audience will follow. 
Mr. Julyes Bergman of ABC News will 
moderate. The symposium is open to the 
public. Senators and staff are urged to 
attend. 

One of the symposium participants, 
Carl Sagan, has written: 

Centuries hence, when current social a.nd 
political problems may seem as remote a.a 
the problems of the Thirty Years We.r 'are 
to us, our age may be remembered chiefly 
for one fa.ct: it was the time when the in
habitants of the Earth first made contact 
wih the vast cosmos in which their small 
pla.netisimbedded. 

This is the heritage of the Apollo pro
gram that will be recalled in numerous 
ceremonies next week here in Washing
ton and across the United States. It is 
fitting that Congress in its observance 
will look to future opportunities and 
challenges of using space to serve the in
tellectual, cultural and economic needs 
of mankind.• 

AMENDMENT 223 TO S. 689, VET
ERANS DISABILITY COMPENSA
TION AND SURVIVOR BENEFITS 
ACT OF 1979 

•Mr. BAYH. Mr. President, I am sub
mitting a brief statement today in sup
port of amendment number 223 to S. 689, 
a bill to amend title 38, United States 
Code, to increase the rates of disability 
compensation for disabled veterans and 
the rates of indemnity compensation for 
their surviving spouses and children. 
Specifically, amendment 223 will provide 
to qualified veterans and their depend
ents a 10.8 percent increase in the rates 
of compensation they currently receive. 

I can only agree with the chairman 
of the Veterans Affairs Committee when 
he indicated on June 7 that the service
connected disability program ran.ks first 
among the priorities we must consider 
in legislation affecting veterans and their 
dependents. 

As my colleagues know, compensable 
disabilities are rated on a graduated 
scale ranging from 10 to 100 percent ac
cording to the V A's schedule of rating 
disabilities and payment is made on that 
basis to compensate somewhat for im.
paired earning capacity. 

In December 1978, the number of vet
erans receiving service-connected dis
ability compensation numbered 2,258,-
790. Of that number, 284,476 were rated 
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100 percent disabled. In Indiana about 
59,004 veterans and their dependents re
ceive some form of VA disability com
pensation from the Federal Government. 
In so many cases, the veteran who has 
incurred a service-connected disability 
relies on his compensation under the 
program as a major source of income 
with benefits ranging from $44 to $809 
monthly. 

This being the case, it is very impor
tant that the rates of compensation keep 
pace with increases in the cost of living. 
This will maintain the integrity of our 
promise and commitment to "care for 
him who shall have borne the battle and 
for his widow and orphan." 

Eight public laws have been enacted 
from 1968 to 1978 to insure that service
connected disability benefits and the DIC 
program keep pace with the cost of liv
ing. Amendment 223 to S. 689 is intended 
to uphold that commitment by providing 
a cost-of-living benefit increase based 
on the actual increase in the cost of 
living. This is necessary because of the 
unanticipated increases in the cost of 
living which is evident because the Presi
dent's original proposal called f"Or an in
crease of 7 .3 percent when the actual 
Consumer Price Index increase over the 
base period was 8.8 percent. 

Economic projections now indicate 
that even this figure will need to be re
vised upward in the neighborh"Ood of 10 
or 11 percent. Only by the action pro
posed by this amendment will we have 
assurance that disability compensation 
will keep pace with the actual increases 
1n infiation instead of projections which 
are often months behind the "real 
world." 

For Indiana's 34,364 World War II, 
9,389 Vietnam war, 4,055 Korean war, 
835 World War I, and 3,805 veterans who 
sustained service-connected disabilities 
while serving in peacetime, such an ad
justment will mean a great deal 1f we 
are to be sure that their purchasing 
power can be sustained as it has been our 
national policy to do. 

At a time when national attention is 
correctly being focused on ways to bal
ance . the Federal budget that does not 
deny essentially services to provide for 
our legitimate defense and human needs, 
some would question the increases which 
the committee is considering today. 
However, I would argue strongly that a 
promise made by the Government to 
those who not only heeded the call of 
duty but sacrificed through physical dis
ability resulting from that service should 
be a promise kept. 

It is for this reason as well as those 
derived from brutal economic necessity 
that I hope the Senate will move to 
speedy approval of amendment 223 to 
s. 689.• 

ORDER . FOR CONSIDERATION OF 
S. 562, THE NUCLEAR REGULA
TORY COMMISSION BILL, ON MON
DAY, JULY 16, 1979 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that on Mon
day, after the two leaders have been rec
ognized under the standing order and 
after any orders for the recognition of 

Senators, if such are entered in the 
meantime, the Senate proceed to the con
sideration of S. 562, the Nuclear Regula
tory Commission bill. 

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

TIME LIMITATION AGREEMENT 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that there be 
the following time agreement on that 
bill: One hour on the bill equally divided 
between Mr. HART and Mr. SIMPSON, 30 
minutes on any amendment, 1 hour on 
an amendment to be offered by Mr. Mc
GOVERN dealing with State veto on nu
clear waste, 1 hour on an amendment by 
Mr. KENNEDY which has to do with review 
of construction permits, 1 hour on an 
amendment by Mr. DECONCINI which 
deals with special powers for the NRC in 
certain cases, 1 hour on an amendment 
being joined in by Mr. HART and Mr. 
SIMPSON, and then 40 minutes on a sec
ond degree amendment to the Kennedy 
amendment which will be offered by Mr. 
HART. 

Ordered further, that there be a 40-
minute limitation on an amendment by 
Mr. JOHNSTON which deals with the 
moratorium evacuation plan, 40 minutes 
equally divided on an amendment by Mr. 
BUMPERS, and on a possible amendment 
in the second degree to that amendment 
by Mr. JOH NS TON. 

The Bumpers amendment is an 
amendment to be offered to Mr. Mc
GOVERN'S amendment. There will be 40 
·minutes on that amendment, and 40 
minutes on the possible amendment by 
Mr JOHNSTON in the second degree. 

That there be 20 minutes equally di
vided on other amendments in the sec
ond degree, 10 minutes on debatable mo
tions, points of order, or appeals, and 
that the agreement be in the usual form. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. STEVENS. Mr. President, there is 
no objection to this. I am really pleased 
to see the matter disposed of in such 
detail. I congratulate the majority 
leader. 

Mr. ROBERT C. BYRD. I thank the 
distinguished acting Republican leader. 

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

ORDER FOR CONSIDERATION OF 
H.R. 4388, THE ENERGY WATER 
APPROPRIATION BILL, ON THE 
DISPOSITION OF THE NUCLEAR 
REGULATORY BILL 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that on the 
disposition of the nuclear regulatory bill, 
the Senate proceed to the consideration 
of H.R. 4388, the energy water appro
priation bill. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. STEVENS. Reserving the right to 
object, what time would that come up 
then, that is at the conclusion of the 
NRC bill? 

Mr. ROBERT C. BYRD. Yes. 
Mr. STEVENS. Is it the majority lead

er's intention that bill be completed on 
Monday, the NRC bill? 

Mr. ROBERT C. BYRD. I would hope 
so. But, in any event, the appropriation 
bill would follow it. 

Mr. STEVENS. It follows it? 
Mr. ROBERT C. BYRD. Yes. 
Mr. STEVENS. So it could be on Mon

day or Tuesday? 
Mr. ROBERT C. BYRD. It could be 

on Monday or Tuesday. 
Mr. STEVENS. Very well. I have no 

objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 

ORDER FOR CONSIDERATION OF 
S. 737, THE EXPORT CONTROL 
ADMINISTRATION BILL, UPON 
THE DISPOSITION OF THE EN
ERGY WATER APPROPRIATION 
BILL 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I ask unanimous consent that 
upon the disposition of the energy water 
appropriation bill, the Senate take up 
the Export Control Administration bill, 
s. 737. 

Mr. STEVENS. Reserving the right to 
object, I have had some discussion with 
the Senator from Washington (Mr. 
JACKSON). The two of us have been 
working on some amendments. Has he 
agreed to this? 

Mr. ROBERT C. BYRD. Yes; as a 
matter of fact, Mr. JACKSON agreed to a 
time limit, which I am not asking for 
just now. 

Mr. STEVENS. I do not object. 
The PRESIDING OFFICER. Is there 

objection? 
Without objection, it is so ordered. 

AUTHORIZATION TO VITIATE OR
DER FOR THE SENATE TO BE IN 
SESSION ON SATURDAY, JULY 14, 
1979 
Mr. ROBERT C. BYRD. Mr. President, 

due to the fact that the military con
struction authorization bill was at least 
temporarily disposed of today, and with 
a time agreement when action resumes 
thereon; due to the fact that three hous
ing bills will have been completed b~ no 
later than 7 o'clock tomorrow evemng, 
by agreement entered into; by virtue of 
the fact that the Senate has now or
dered a time agreement on the nuclear 
regulatory bill and that it is scheduled 
for Monday, and that i~ will be follo~ed 
by the appropriation bill dealing with 
energy and water-the 3-day rule having 
been waived thereon; by order that that 
bill will be followed by the export con
trol administration bill, and that things 
are looking up for a time agreement on 
that bill; as a result of all this progress, 
I ask unanimous consent that the order 
for a Saturday session be vitiated. 

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

Mr. STEVENS. Mr. President, I un
derstand that means we will have the 
liberty of Saturday off this week, is that 
it? 

Mr. ROBERT C. BYRD. Yes; in view 
of the fine cooperation I have had from 
the Senator's side of the aisle in working 
out agreements on the three housing 
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measures and on the nuclear regulatory 
bill and on locking in the energy-water 
appropriation bill-with waiver of the 3-
day rule-to be followed by the export 
control administration bill, I have under
gone a change of heart in respect to 
this coming Saturday, and Senators will 
now be able to renew their energies over 
the weekend and be ready for the hard 
work next week. I do expect a Saturday 
session next week. 

Mr. STEVENS. If the Senator were on 
our side, we could say he follows in the 
footsteps of a great American, Teddy 
Roosevelt, in walking softly and carrying 
that big stick. 

Mr. ROBERT C. BYRD. I thank the 
able Senator. 

ORDER FOR RECOGNITION OF 
SENATORS ON TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
for tomorrow, I ask unanimous consent 
that the following Senators be recog
nized, each for not to exceed 5 minutes. 

May we have order in the well of the 
Senate? I wish the Sergeant at Arms 
would exercise his tremendous powers 
and secure order, and not only secure it 
but maintain it as well. 

I ask unanimous consent that the 
following Senators be recognized for not 
to exceed 5 minutes each on tomorrow: 
Messrs. HUDDLESTON, RANDOLPH, PERCY, 
and ROBERT C. BYRD, following any orders 
that have been entered into previously. 

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

ORDER FOR RECOGNITION OF MR. 
WEICKER TOMORROW TRANS
FERRED TO MONDAY 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the order 
for the recognition of Mr. WEICKER on 
tomorrow be vitiated and that that or
der be transferred to Monday. 

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

ORDER OF BUSINESS 
Mr. ROBERT C. BYRD. Mr. President 

what is the convening hour for tomor~ 
row? 

The PRESIDING OFFICER. Ten 
o'clock. 

Mr. ROBERT c. BYRD. That about 
wraps it up, then. 

U.S. SPACE OBSERVANCE 

Mr. ROBERT c. BYRD. Mr. President, 
I ask tha.t the Chair lay before the Sen
ate a message from the House of Repre
sentatives on House Joint Resolution 353. 

The PRESIDING OFFICER laid be
fore the Senate House Joint Resolution 
353, a joint resolution congratulating the 
men and women of the Apollo program 
upon the 10th anniversary of the first 
manned landing on the Moon and re
qu~ting the President to proclaim the 
P,0ric;>d of July 16 through 24, 1979, as 

Uruted States Space Observance." 
Mr. ROBERT c. BYRD. Mr. President, 

I ask unanimous consent that the House 
joint resolution be considered as having 

been read the first and second times and 
that the Senate proceed to its immediate 
consideration. 

Mr. STEVENS. Mr. President, reserv
ing the right to object, this is a rather 
unique situation. We have not had time 
to check on this with the people who 
normally would be involved on our side 
of the aisle, but the dates involved are 
such that I think the majority leader's 
request is well taken, and I off er no ob
jection. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
e Mr. STEVENSON. Mr. President, I 
urge passage of House Joint Resolution 
353, which is identical to Senate Joint 
Resolution 77, which was introduced by 
myself and Senators CANNON, ScHMITT, 
CHILES, COCHRAN, DoMENICI, GARN, 
GLENN, GoLDWATER, HEFLIN, INOUYE, 
JOHNSTON, MAGNUSON, RANDOLPH, RIEGLE, 
SARBANES, WALLOP, WILLIAMS, YOUNG, 
ZORINSKY, STEVENS, HATFIELD, HAYA
KAWA, CRANSTON, BURDICK, KASSEBAUM, 
WEICKER, and HATCH. 

This resolution, upon the 10th anni
versary of the Apollo 11 mission, would 
express the congratulations of Congress 
to the Americans who made possible the 
successful Apollo program. President 
Kennedy set the goal of landing men on 
the Moon and returning them safely to 
Earth before the end of the 1960's. The 
unprecedented teamwork of scientists 
and engineers from Government, indus
try, and the academic community-sup
ported by Americans from all walks of 
life-carried out the President's commit
ment. As a consequence, a human left 
the confines of Earth and walked on an
other celestial body. This moment will 
remain a dividing line in recorded his
tory. Now, one decade later, it is appro
priate for Congress to take note of this 
historic event. 

The resolution also would bring this 
anniversary to the attention of the 
American people by authorizing and re
questing the President to issue a procla
mation designating the period of July 16 
through July 24, 1979, as "United States 
Space Observance." Passage of this reso
lution is needed today since the com
memoration period occurs next week.• 

The PRESIDING OFFICER. The joint 
resolution is open to amendment. If 
there be no amendment to be proposed, 
the question is on the third reading of 
the joint resolution. 

The joint resolution was read the third 
time, and passed. 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
the joint resolution was passed. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

ALLOCATION OF TIME 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the time 
that is running now not be charged 
against either side of the housing bill. 

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

Mr. ROBERT C. BYRD. I ask unani
mous consent that the time following the 

last vote not be charged against either 
side. 

The PRESIDING OFFICER. It has not 
been. 

EXECUTIVE SESSION 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the Sen
ate go into executive session, for not to 
exceed 2 minutes, to consider nomina
tions beginning with the Alaska Natural 
Gas Transportation System and going 
through the calendar on page 2. 

Mr. STEVENS. There is no objection, 
Mr. President. 

There being no objection, the Senate 
proceeded to the consideration of exec
utive business. 

The PRESIDING OFFICER. The nom
inations will be stated. 

ALASKA NATURAL GAS TRANSPOR
TATION SYSTEM 

The assistant legislative clerk read the 
nomination of John T. Rhett, of Vir
ginia, to be Federal Inspector for the 
Alaska Natural Gas Transportation 
System. 

Mr. STEVENS. Mr. President, I am 
pleased to see that this nomination is 
on the calendar and am pleased to see 
that it has moved along as quickly as it 
has. I hope it will expedite the admin
istration's review and actions pertaining 
to the construction of the Alaska nat
ural gas pipeline. 

The PRF.SIDING OFFICER. Without 
objection, the nomination is considered 
and confirmed. 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
the nomination was confirmed. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the re
maining nominations be considered and 
confirmed en bloc. 

The PRESIDING OFFICER. Without 
objection, the nominations are consid
ered en bloc and confirmed en bloc. 

The nominations considered and con
firmed en bloc are as follows: 

NATIONAL COUNCIL ON FINE ARTS 

Thomas Patrick Bergin, of Indiana, to 
be a member of the National council on 
the Arts. 

THE JUDICIARY 

R. Lanier Anderson Ill, of Georgia, to 
be U.S. circuit judge for the fifth circuit. 

Albert J. Henderson, of Georgia, to be 
U.S. circuit judge for the fifth circuit. 

Reynaldo G. Garza, of Texa~, u:> be 
U.S. circuit judge for the fifth c1rcwt. 

Carolyn D. Randall, of Texas, to be 
U.S. circuit judge for the fifth circuit. 

Henry A. Politz, of Louisian~, t? be 
U.S. circuit judge for the fifth c1rcwt. 

Francis D. Murnaghan. Jr., of Mary
land, to be U.S. circuit judge for the 
fourth circuit. 

Joseph W. Hatchett, of Florida, to be 
U.S. circuit judge for the fifth circuit. 

Thomas M. Reavley, of Texas, to be 
U.S. circuit judge for the fifth circuit. 
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Maurice Rosenberg, of New York, to 
be an Assistant Attorney General. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I move en bloc to reconsider the 
votes by which the nominations were 
confirmed en bloc. 

Mr. STEVENS. I move to lay that 
motion on the table. 

The PRESIDING OFFICER. The mo
tion to lay on the table was agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask that the President be imme
diately notified of the confirmation of 
the nominations. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
THE NOMINATION OF FRANCIS D. MURNAGHAN 

TO THE U.S. COURT OF APPEALS 

Mr. SARBANES. Mr. President, I rise 
in strong support of the Judiciary Com
mittee's recommendation of Francis D. 
Murnaghan for appointment to the 
U.S. Court of Appeals for the Fourth 
Circuit. 

He was nominated by President Car
ter to serve on the U.S. Court of Appeals 
for the Fourth Circuit following an ex
tensive selection process undertaken by 
a Presidentially appointed panel. I have 
known Frank Murnaghan for more than 
20 years, and I regard this nomination 
as a superior choice for this important 
judicial position. 

Frank Murnaghan is a native of Bal
timore. He was graduated from the Bal
timore City College, one of the Nation's 
most prestigious public high schools. In 
1941, he was graduated from Johns 
Hopkins University, where he was 
elected to Phi Beta Kappa. He served 
4 years in the U.S. Navy during the Sec
ond World War. He then entered the 
Harvard Law School, where he was an 
editor of the Harvard Law Review, grad
uating in 1948. 

Immediately following law school, he 
practiced for 2 years in Philadelphia with 
the firm of Dechert, Price & Rhoads. 
Then from 1950 to 1952, he served in Ger
many in the Office of the General Coun
sel of the U.S. High Commissioner. Upon 
returning from that assignment, he went 
into the attorney general's office of 
Maryland where he served as an assist
ant attorney general. 

In 1954 he joined the Baltimore law 
firm of Venable, Baetjer & Howard. He 
has practiced law continuously with that 
firm since that time, becoming a partner 
In 1956. His practice has been an un
usually broad one, involving him in many 
areas of the law, with much of his time 
spent in the courtroom, both in trial and 
appellate work. He has measured up to 
the highest standards of the code of pro
fessional responsibility and has been 
especially sensitive to the lawyer's re
sponsibility to assure that legal services 
will be available for those who cannot 
atf ord them. 

His distinction as an attorney is uni
versally recognized. At the time of his 
nomination one of the Baltimore news
papers editorialized as follows: 

Frank Murnaghan 1s acknowledged by 
judges and fellow lawyers alike a.s the fore
most of his generation at the Bar and is 
among the finest two or three lawyers Mary
land has lately produced. 
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Another editorial described him as 
"brilliantly qualified and profoundly 
versed in the theory and philosophy of 
the law as an instrument for justice." 

In addition to his distinction at the 
bar, I would be remiss if I did not bring 
to the attention of the Senate Frank 
Murnaghan's outstanding service as a 
responsible citizen in our community. He 
has been willing to undertake important 
civic duties and to perform them in a 
first-rate manner. In 1963-64, he served 
as chairman of the city's charter revi
sion commission, which recommended 
a revised charter that was approved by 
the city council and by the voters of Bal
timore City. From 1967 to-1970 he served 
as president of the Board of School Com
missioners of Baltimore City. At that 
time the school system had over 200,000 
students and was one of the largest pub
lic school systems in the Nation, well 
within the top 10 in the country in size. 
It will be recalled that was a difficult 
period of time in this country, especially 
in our large cities. Frank Murnaghan 
brought a steady and visionary leader
ship to that office, which has stood the 
city and its school system in good stead 
ever since. 

He is presently a member of the board 
of trustees of the Johns Hopkins Univer
sity and also serves as president of the 
board of trustees of the Walters Art 
Gallery, a position he has held for more 
than 15 years. The Walters Art Gallery 
is one of our Nation's finest art institu
tions, and it has grown tremendously 
under his leadership. 

Frank Murnaghan is a person of ab
solute int~grity and superior intellect, 
who combines a profound sense of the 
importance of the rule of law with a keen 
knowledge of the law. He will bring to 
public office an independent and sea
soned judgment, depth and firmness of 
character, a balance and judicious tem
perament and, above all, an understand
ing and a perception of the meaning of 
American democracy and the importance 
of the law to the working of our constitu
tional system. Maryland and the Nation 
will benefit from the great strength and 
quality he will bring to the Federal 
bench. 

LEGISLATIVE SESSION 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the Senate 
return to legislative session. 

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

Mr. ROBERT C. BYRD. Mr. President. 
I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

The PRESIIDNG OFFICER. Without 
objection, 1t is so ordered. 

PROGRAM 

Mr. ROBERT C. BYRD. Mr. President, 
the Senate will come in at 10 o'clock 
tomorrow morning. 

After the two leaders have been recog
nized. under the standing order. Mr. STE
VENS will be recognized for not to exceed 
15 minutes, after which the following 
Senators will be recognized, each for not 
to exceed 5 minutes, but not necessarily 
in the order named: Messrs. HUDDLESTON, 
RANDOLPH, PERCY, and RoBERT c. BYRD. 

Following this, the Senate will resume 
consideration of S. 1149, Calendar No. 
176, Housing Community Development 
Amendments of 1979. There is an agree
ment- on the bill under which the final 
vote will occur no later than 7 p.m. to
morrow, with the understanding that 
paragraph 3, rule XII, has been waived. 

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

Mr. ROBERT C. BYRD. There will be 
rollcall votes throughout the day on 
amendments and on motions in relation 
to that bill. 

Mr. President, other matters cleared for 
action may be taken up in the meantime. 

RECESS UNTIL 10 A.M. TOMORROW 
Mr. ROBERT C. BYRD. Mr. President, 

if there be no further business to come 
before the Senate, I move in accordance 
with the order previously entered, that 
the Senate stand in recess until 10 o'clock 
tomorrow morning. 

The motion was agreed to and at 7:56 
p.m. the Senate recessed until tomorrow, 
Friday, July 13, 1979, at 10 a.m. 

NOMINATIONS 
Executive nominations received by the 

Senate on July 12, 1979: 
DEPARTMENT OF STATE 

Hairvey J. Feldman, of Florida, a Foreign 
Service officer of class 2, to be Ambassador 
Elcilraordinary a.nd Plenipotentiary of the 
United States of America to Papua., New 
Guinea, a.nd to serve concurrently and with
out additional com.pensatlon as Ambassador 
Extraordinary and Plenipotentiary of the 
Un:Lted Staites of America to Solomon Islands. 

THE JUDICIARY 
J. Jerome Farris, of Washington, to be 

U.S. circuit judge for the ninth circuit, vice 
a new position created by Public Law 95-
486, approved October 20, 1978. 

Betty Binns Fletcher, of Washington, to 
be U.S. circuit judge for the ninth circuit, 
vice a new position created by Public Law 
95-486, approved October 20, 1978. 

James C. Paine, of Florida, to be U.S. dis
trict judge for the southern district of 
Florida., vice a new position created by Pub
lic Law 95-486 a.p~roved October 20, 1978. 

Benjamin F. Gibson, of Michigan, to be 
U.S. district judge for the western district 
of Michigan, vice a new position oreated by 
Public Law 95-486, approved October 20, 
1978. 

Douglas W. Hlllma.n, of MichLgan, to be 
U.S. distrlot judge for the western district 
of Michigan, vice a new position created by 
Public Law 95-486, approved October 20, 
1978. 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate July 12, 1979: 

.ALASKA NATURAL GAS TRANSPORTATION 
SYSTEM 

John T. Rhett, of Virginia., to be Federal 
Inspector for the Alaska. Natural Gas Tra.na
portation System. 
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NATIONAL COUNCIL ON THE ARTS 

The following-named person to be a. Mem
ber of the National Council on the Arts for 
a. term expiring September 3, 1984: 

Thomas Pa.trick Bergin, of Indiana.. 
DEPARTMENT OF JUSTICE 

Maurice Rosenberg, of New York, to be an 
Assistant Attorney Genera.I. 

The above nomina.tions were approved sub
tPr.•, to the nominees' commitments to re-

spond to requests to appear and testify 
before any duly constituted committee of 
the Senate. 

THE JUDICIARY 

R . Lanier Anderson III, of Georgia, to be 
U.S. circuit judge for the fifth circuit. 

Albert J. Henderson, of Georgia, to be 
U.S. circuit judge for the fifth circuit. 

Reynaldo G. Garza, of Texns, to be U.S. 
circuit judge for the fifth circuit. 

Carolyn D. Rand-all, of Texas, to be U.S. 
circuit judge for the fifth circuit. 

Hem-y A. Politz, of Louisiana., to be U.S. 
circuit judge for the fifth circuit. 

Francis D. Murnagha.n, Jr., of Maryland, 
to be U.S. circuit judge for the fourth 
clrcuit. 

Joseph W. Hatchett, of Florida, to be U.S. 
circuit judge for the fifth circuit. 

Thomas M. Reavley, of Texas, to be U.S. 
circuit judge for the fifth circuit. 

HOUSE OF REPRESENTATIVES-Thursday, July 12, 1979 
The House met at 10 a.m. 
Rev. Aimee Garcia Cortese, Protestant 

chaplain, Bedford Hills Correction Fa
cility, New York State Department of 
Corrections, Bedford Hills, N.Y., offered 
the following prayer: 

We reverence Your presence here this 
day, dear Lord. 

Help us to seek You, for You have told 
us that when we do, surely we will find 
You. Only as we search for the eternal 
does the temporal find its proper place 
and true balance. How we long to be the 
balanced creatures that can face life 
and cope. Grant us this blessing. 

Give us a vision of Your will that we 
might set goals that will bless our people 
for surely without vision the people 
perish. Keep us in touch with You so we 
might be able to reach out and touch 
others. 

Lord through this House of Represent
atives let Your voice be heard loud and 
clear. May Your servants feel the hurt 
of our Nation, the fears and perplexities, 
the tremendous uncertainties that are 
ours in such a real way today. Lord I 
rebuke from them all spirit of fear and 
helplessness and may they know You 
have chosen them and will never fall 
them or leave them alone. Make this 
House, each Representative an instru
ment of love, peace, and justice. In Jesus' 
name.Amen. 

THE JOURNAL 

The SPEAKER. The Chair has ex
amined the Journal of the last day's 
proceedings and announces to the House 
his approval thereof. 

Pursuant to clause 1, rule I, the Jour
nal stands approved. 

MESSAGE FROM THE SENATE 
A message from the Senate by Mr. 

Sparrow, one of its clerks, announced 
that the Senate had passed with amend
ments in which the concurrence of the 
House is requested, a bill of the House 
of the following title: 

H.R. 2807. An a.ct to amP.nd the Bankruptcy 
Act to provide for the nondischargeab111ty 
of certain student loan debts guaranteed or 
insured by the United States. 

The message also announced that the 
Senate insists upon its amendments to 
the bill <H.R. 1786) entitled "An act 
to authorize appropriations to the Na
tional Aeronautics and Space Adminis-

tration for research and development, 
construction of facilities, and research 
and program management, and for other 
purposes," disagreed to by the House; 
agrees to the conference asked by the 
House on the disagreeing votes of the 
two Houses, thereon, and appoints Mr. 
CANNON, Mr. STEVENSON, Mr. FORD, Mr. 
GoLDWATER, and Mr. SCHMITT to be the 
conferees on the part of the Senate. 

The message also announced that the 
Senate had passed a bill of the following 
title, in which the concurrence of the 
House is requested: 

S. 1159. An act to authorize appropriations 
for the National Traffic and Motor Vehicle 
Safety Act of 1966 and the Motor Vehicle 
Information and Cost Savings Act, and for 
other purposes. 

The message also announced that the 
Vice President, pursuant to Public Law 
86-41, appointed Mr. ZoRINSKY, Chair
man, and Mr. STEVENS, Vice Chairman, of 
the Canada-United States Interparlia
mentary Group, to be held August 9-17, 
1979, in Canada/ Alaska. 

REV. AIMEE GARCIA CORTESE 
<Mr. GARCIA asked and was given 

permission to address the House for 1 
minute and to revise and extend his 
remarks.) . 

Mr. GARCIA. Mr. Speaker, I would 
just like the Members of the House to 
know that the young lady who offered 
the prayer this morning is my sister, and 
I think it is the first time, Mr. Speaker, 
that we have had a brother and sister 
act here on the floor. My sister's prayers 
have helped me and many others and 
you can be sure they will help us here. 

My sister graduated from Central 
Bible College in Springfield, Mo., and 
she was the first woman to be appointed 
by the Governor of the State of New York 
as a chaplain in a New York State cor
rectional facility. She works presently 
with the women who are incarcerated in 
Bedford Hills in the State of New York. 

Mr. Speaker, in closing I would like 
to say that somehow we confused things 
in my family, because I was supposed to 
be the minister and my sister was sup
posed to be the politician. But here we 
are, with reversed roles. 

THE TEN COMMANDMENTS ON 
ENERGY 

<Mr. ALE.XANDER asked and was 
given permission to address the House 

for 1 minute and to revise and extend 
his remarks.) 

Mr. ALEXANDER. Mr. Speaker, as 
the President confers with various 
,groups at Camp David this week to 
discuss the politics of energy, the ab
sence of news from that summit is being 
replaced with a good deal of mystique. 
The picturesque and historical setting 
of Maryland's Oatoctin Mountains is 
being referred to in a Biblical sense from 
which the President will soon descend 
with two tablets of stone on which will 
be carved "the Ten Commandments on 
Energy." 

In a recent letter to the President, I 
outlined what I believe would closely 
constitute such a group of command
ments. 

The list goes as follows: 
Thou shalt maximize the use of coal. 
Thou shalt fully utilize existing nu-

clear powerplants. 
Thou shalt develop a synthetic fuels 

industry. 
Thou shalt decontrol your oil, expand 

your domestic oil and gas production, 
and mix your gasoline with at least 10 
percent of alcohol. 

Thou shalt continue to encourage the 
use of solar energy. 

Thou shalt improve hydroelectric 
power generation. 

Thou shalt develop other sources of 
energy from the winds, the woods, the 
oceans, geothermal, and hydrogen. 

Thou shalt expand fixed-rail mass 
transit and fund the intercity bus and 
terminal program so thou shalt have 
alternatives to your passenger cars. 

Thou shalt provide Government tax 
and loan offerings for alcohol-powered 
farm equipment and home and business 
energy improvements. 

Thou shalt establish an Emergency 
Energy Production Board to advise the 
President on actions that will enable 
the Nation to bring forth the blessings 
of a secure energy future. 

PERMISSION FOR SUBCOMMITTEE 
ON SURFACE TRANSPORTATION 
OF COMMITTEE ON PUBLIC 
WORKS AND TRANSPORTATION 
TO SIT TODAY WHILE HOUSE IS 
IN SESSION 

Mr. HOW ARD. Mr. Speaker, I ask 
unanimous consent that the Subcommit
tee on Surface Transportation of the 
Committee on Public Works and Trans
portation may be permitted to sit to-

D This symbol represents the time of day during the House Proceedings, e.g., D 1407 is 2:07 p.m. 
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