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SENATE— Friday, April 10, 1981

(Legislative day of Monday, February 16, 1981)

The Senate met at 9:30 a.m., on the
expiration of the recess, and was called
to order by the Honorable TEp STEVENS,
a Senator from the State of Alaska.

APPOINTMENT OF ACTING PRESI-
DENT PRO TEMPORE

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

The bill clerk read the following letter:

U.8. BENATE,
PRESIDENT PRO TEMPORE,
Washington, D.C., April 10, 1981.
To the Senate:

Under the provisions of rule I, section 3, of
the Standing Rules of the Senate, I hereby
appoint the Honorable TeEp STEVENS, a Sena-
tor from the State of Alaska, to perform the
dutles of the Chalr,

STrRoM THURMOND,
President pro tempore.

Mr. STEVENS thereupon assumed the
chair as Acting President pro tempore.

ADJOURNMENT UNTIL 12 NOON ON
MONDAY, APRIL 27, 1981

The ACTING PRESIDENT pro tem-
pore. Under the provisions of Senate
Concurrent Resolution 17, the Senate
stands in adjournment until 12 noon on
Monday, April 27, 1981.

Thereupon, at 9:31 am., the Senate
adjourned, in accordance with the pro-
visions of Senate Concurrent Resolution
17, until Monday, April 27, 1981, at 12
o’clock noon.

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. THURMOND, from the Committee
on the Judiclary, without amendment:

S. 185. A bill to Incorporate the United
States Submarine Veterans of World War II
(Rept. No. 97-37).

By Mr. THURMOND, from the Committee
on the Judiclary, without amendment, and
with a preamble:

S.J. Res. 60. Joint resolution to authorlze
and request the President to designate the
week of May 3 through 9, 1981, as “National
Physical Fitness and Sports for All Week.”

H.J. Res. 155. Joint resolution to au-
thorize and request the President to issue a
proclamation designating May 3 through
May 10, 1981, as “Jewish Heritage Week".

By Mr. HUDDLESTON, from the Commit-
tee on Agriculture, Nutrition, and Forestry,
with an amendment in the nature of a sub-
stitute, and an amendment to the title:

8. 730. A bill to provide for the emergency
use of the funds of the Commodity Credit

Corporation in implementing the Federal
Crop Insurance Act of 1980 (Rept. No. 97-38).

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. DOLE (by request) :

S. 983. A blll to amend the Federal-State
Extended Unemployment Compensation Act
of 1970 to eliminate the national trigger
for extended compensation, change the
State trigger, provide for a qualifying re-
quirement, and for other purposes; to the
Committee on Finance.

By Mr. MOYNIHAN (for himself and
Mr. HEINZ) :

S. 984. A bill to amend the Federal De-
posit Insurance Act; to the Committee on
Banking, Housing, and Urban Affairs.

By Mr. MOYNIHAN:

S. 985. A bill to authorlze the issuance of
variable-rate debentures by the FDIC and
FSLIC; to the Committee on Banking, Hous-
ing, and Urban Affairs.

By Mr. BOREN (for himself and Mr.
MOYNIHAN) :

S. 986. A bill to amend title IV of the
Soclal Security Act to provide for a demon-
stration program to test the States' ability
to develop functional alternatives to the
current work requirements of the aid to
families with dependent children program;
to the Committee on Finance.

By Mr. NUNN (for himself, Mr. Hup-
DLESTON, Mr. BUMPERS, Mr. BAUCUS,
Mr. LeviN, Mr. Dmxown, and Mr.
PRYOR) :

B. 087. A bill to amend the Small Business
Act; to the Committee on Small Business.

By Mr. LEVIN:

B, 988. A bill to make certain amendments
to title 18, United States Code, relating to
rights of witnesses appearing before grand
juries; to the Committee on the Judiclary.

By Mr. LEVIN (for himself, Mr, CRAN-
sTON, Mr. RaNpoLPH, and Mr. Mo¥y-
NIHAN) ;

8. 989. A Dbill to amend the Child Abuse
Prevention and Treatment and Adoption
Reform Act of 1978 to provide for a national
computerized adoption identification center,
and for other purposes; to the Committee on
Labor and Human Resources.

By Mr. MATHIAS:

S. 990. A bill to amend section 1979 of the
Revised Statutes to provide that States,
municipalities, and agencies or units of gov-
ernment thereof, may be sued under the
provisions of such section, to establish rules
of liability with respect to such BStates,
municipalities, and agencies of units of
government thereof, and for other purposes;
to the Committee on the Judiciary.

By Mr. PERCY (by request):

S. 901. A bill to authorize appropriations
under the Arms Control and Disarmament
Act, and for other purposes; to the Com-
mittee on Foreign Relations.

By Mr, SASSER:

S. 992. A bill to amend title 11 of the
United States Code; to the Committee on
the Judiciary.

By Mr. PERCY (by request):

S. 993. A bill to amend the Forelgn Assist-
ance Act of 1961 with respect to the ac-
tivities of the Overseas Private Investment
Corporation; to the Committee on Foreign
Relations.

By Mr. HUDDLESTON (for himself,
Mr. Forp, and Mr, HEFLIN) :

S. 994. A bill to provide price and income
protection for farmers and assure consum-
ers of an abundance of food and fiber at
reasonable prices, and for other purposes; to
the Committee on Agriculture, Nutrition, and
Forestry.

By Mr. THURMOND (for himself, Mr.
Bavcus, Mr. DECoNcINT, Mr. HEFLIN,
and Mr. LAXALT) :

S. 995. A bill to provide for contribution
of damages attributable to an agreement by
two or more persons to fix, maintain, or
stabilize prices under section 4, 4a, or 4c of
Clayton Act; to the Committee on the
Judiciary.

By Mr. DOMENICI:

5. 996. A bill to remove artificial impedi-
ments on the use of natural gas and to facil-
itate the transportation of natural gas to
end users; to the Committee on Energy and
Natural Resources.

By Mr. DOLE:

8. 997. A bill to provide a new program
for producers of wheat, feed grains, and soy-
beans for the crop years 1982 through 1985,
to amend the Food Stamp Act of 1977, and
for other purposes; to the Committee on
Agriculture, Nutrition, and Forestry.

By Mr. McCLURE (for himself and
Mr. WARNER) :

8. 898. A bill to amend the Energy Policy
and Conservation Act and the Energy Secu-
rity Act to improve the administration of
the Strategic Petroleum Reserve, to provide
for transition in fiscal year 1982 to an alter-
native off-budget funding mechanism for
financing the purchase of petroleum for the
Strategic Petroleum Reserve, and for other
purposes; to the Committee on Energy and
Natural Resources,

By Mr. BAEER (for himself and Mr.
Dixon) :

8.J. Res. 69. Joint resolution providing for
the designation and adoption of the Ameri-
can marigold as the national floral emblem
of the United States; to the Committee on
the Judiciary.

By Mr. THURMOND (for himself and
Mr, SIMPSON)

S.J. Res. 70. Joint resolution proposing an
amendment to the Constitution of the
United States with respect to the length of
the term of office of the President and Vice
President and the number of terms a Presi-
dent may serve; to the Committee on the
Judiciary.

By Mr. McCLURE (by request):

S.J. Res. T1. A bill to approve the Constitu-
tion of the Virgin Islands, and for other
purposes; to the Committee on Energy and
Natural Resources,

® This “bullet” symbol identifies statements or insertions which are not spoken by the Member on the floor.
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STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. DOLE (by request) :

S. 983. A bill to amend the Federal-
State Extended Unemployment Com-
pensation Act of 1970 to eliminate the
national trigger for extended compen-
sation, change the State trigger, provide
for a qualifying requirement, and for
other purposes; to the Committee on
Finance.

UNEMPLOYMENT COMPENSATION AMENDMENTS

OF 1881

@ Mr. DOLE. Mr. President, at the re-
quest of the President, I am today intro-
ducing the Unemployment Compensa-
tion Amendments of 1981, which are in-
tended to implement President Reagan’s
unemployment compensation recom-
mendations contained in his program for
economic recovery. In view of the press-
ing need to control Government spend-
ing and foster economic growth, I urge
careful and prompt consideration of
these proposals. The unemployment rate
across the Nation stands at 7.4 percent;
in some regions, the rate is double this.
By the end of fiscal year 1981, more than
$20 billion will have been spent at the
State and Federal level on unemployment
compensation benefits for some 10.5 mil-
lion people. Steps to improve the system
should have high priority.

The administration’s bill includes a
number of significant revisions in the
unemployment compensation system.

Title I of the bill contains four sections
which change the Federal-State ex-
tended benefit program to improve the
targeting of compensation to the truly

long-term unemployment in the most se-
verely impacted States. To accomplish
this, the bill would—

Eliminate the national trigger for ex-
tended benefits and thus target benefits
to claimants in those States with high
unemployment rates;

Change the State trigger for extended
compensation to achieve greater target-
ing of benefits in those States with higher
unemployment rates:

Establish a new qualifying require-
ment for claimants of extended benefits
in order to require a greater labor force
attachment by workers; and

Change the equation for determining
the rate of insured unemployment to
gltlsminate claimants for extended bene-

Title IT would establish a tighter work
test requirement for regular unemploy-
ment compensation after g claimant had
received 13 weeks of compensation under
the applicable State law. The require-
ment would remove a disincentive from
seeking employment in different occupa-
tional sectors while challenging workers
to adjust to new economic and industrial
realities.

Title III would establish requirements
for service members that are more com-
parable to those which apply to civilian
workers.

This bill would produce savings of $565
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million in fiscal year 1981, $1.4 billion
in fiscal year 1982, and $1 billion in fiscal
year 1983.

I expect the Finance Committee to
carefully scrutinize each of these pro-
posals. The committee may decide
against some of these ideas and find
other ways to achieve equivalent savings.
For example, I anticipate that g number
of members, including this one, may have
some reservations about imposing a Fed-
eral suitability of work standard on the
State regular benefit program.

Nevertheless, I strongly endorse the
prineciples underlying the President’s rec-
ommendations. We must improve the in-
centives of unemployed workers to re-
enter the work force, while protecting the
basic income support function of the
system. This can be achieved by targeting
Government funds on those regions of
the country experiencing more acute un-
employment and on those individuals
with some significant attachment to the
labor force who find themselves tempo-
rarily and involuntarily out of work. This
was the intention of the Senate Finance
Committee during the 96th Congress
when we recommended a number of pro-
visions similar to those proposed by the
administration. The committee has held
hearings on these and other proposals in
the administration’s economic program
and it is my expectation that we will
move quickly to act on this measure.

Mr. President, I ask unanimous con-
sent that a more detailed description of
the bill be printed in the REcoORD.

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

EXPLANATION OF THE UNEMPLOYMENT
COMPENSATION AMENDMENTS OF 1981

Title I would change various provislons of
the Federal-State Extended Unemployment
Compensation Act of 1870. Section 101 would
elilminate the national trigger for extended
compensation. Under present law, when the
national rate of insured unemployment
reaches 4.5 percent, the extended benefit
program, consisting of up to 13 additional
weeks of unemployment benefits after the
regular 26 weeks of benefits, triggers on in
all States.

The purpose of the extended benefit pro-
gram is to prevent hardship in aress where
high levels of unemployment make it un-
usually difficult for unemployed workers to
find jobs. Structural shifts in the national
economy, however, produce large unemploy-
ment rate differentials. The eliminaticn of
the national trigger will target extended
benefit funds only to those States whose
workers genuinely need such extra help. In
addition, this change will remove the work
disincentive which is created in low unem-
ployment States when the national trigger
is on.

This change would be made effective on
the date of enactment if the national trig-
ger is “off”. The changes would be effective
on July 1, 1981, if for the week in which such
date of enactment occurs there is in effect
an extended benefit period on the basis of a
national “on” indicator. Alternatively, if the
national indicator is *“on”, the changes
would be effective prior to July 1, 1981, in
the week following the week in which an
extended benefit period ends on the basis of
& national “off” indicator. This section also
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requires the States to conform their State
laws to the enacted changes as soon as pos-
sible in 1981, or early in 1982 in the case of
any State whose legislature does not meet
in a sesslon which begins before Septem-
ber 1, 1981.

Section 102 would increase the level of in-
sured unemployment necessary to trigger
extended benefits in a State. Under present
law, the extended benefit program triggers
in a State when (a) the insured unem-
ployment rate is 4 percent or above for 13
weeks, provided the rate is at least 120 per-
cent of the average of the rates for the cor-
responding perlods in each of the two prior
years, or at the optlon of the State, (b) &
percent without regard to the rate in the
prior two years.

This section would increase the State trig-
ger rates of insured unemployment to 5 per-
cent and 6 percent, respectively.

The purpose of the extended benefit pro-
gram is to prevent hardship in areas where
high levels of unemployment make it diffi-
cult for unemployed workers to find jobs.
At the same time, where workers can more
easily find work, the receipt of extended
benefits operates as a disincentive to job
search. The proposed increases in State trig-
ger levels reflect a better balance between
these objectives.

This change would be made effective on
October 1, 1982, This section would also
require the States to amend their State laws
in order to conform with the enacted
changes by September 25, 1982, or as soon
thereafter as possible in the case of a State
whose legislature does not meet in a session
that begins before September 1, 1982.

Section 103 would add a qualifying re-
quirement as a condition for an Indlvid-
ual's eligibility for extended compensation.
The new requirement would be 20 weeks of
work in the base period or the equivalent
In wages.

Extended unemployment benefits are paid
generally from the 27th up to the 39th week
of unemployment. Such long-term benefits
should not be pald to workers who were em-
ployed for less than 20 weeks in the base
period used to establish their eligibility for
regular benefits, or who, under State law,
have previously earned wages which amount
to less than the equivalent of 20 weeks of
work.

The bill sets forth two methods for deter-
mining when a worker has earned the equiv-
alent in insured wages to 20 weeks of work,
One method is earnings covered by State law
which exceed 40 times the individual’s most
recent weekly benefit amount. Since an in-
dividual's weekly benefit amount usually ap-
proximates half of that individual's average
weekly earnings, 40 times that amount
should nearly approximate the earnings for
20 weeks of work. The second method is one
and one-half times an individual's insured
wages in that quarter of the individual’s base
period when the worker’s insured wages were
the highest. A base period quarter has 13
weeks. Therefore, the total of one and one-
half times the earnings in the high earn-
ings quarter should approximate the earn-
ings of 20 weeks of work. Each State may
choose between the 20 weeks of work test or
one of the two wage equivalency tests. Since
States already use one of these methods for
their regular unemployment compensation
program, the additional qualifying require-
ment should not be administratively bur-
densome,

The changes required by this section would
be made effective on October 1, 1982. This
section would require the States to amend
their State laws In order to conform with
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the enacted changes by September 25, 1982,
or as soon thereafter as possible in the case
of a State whose legislature does not meet
in a session that begins before September 1,
1982.

Section 104 would change the method of
calculating the insured unemployment rate
(IUR). The present law includes individuals
filing claims for extended benefits in the
insured unemployment count. The amend-
ment would take extended benefit claimants
out of the count.

The present method of calculating insured
unemployment rates, by including those
claiming extended benefits, Is technically
flawed and produces several anomalles. The
payment of extended benefits may be delayed
when unemployment rises; extended bene-
fits may be pald in one State for several
months while they are not paid in another
State with an identical overall unemploy-
ment rate; and extended benefits may con-
tinue to be pald when overall unemploy-
ment is less than it is when the extra bene-
fits began. Removing those claiming ex-
tended benefits from the count of insured
unemployed will correct these anomalies.
This change would be effective for weeks
beginning after the date of enactment.

This change in the method of IUR calcu-
lation will require the States to recalculate
their IUR's for the past 117 weeks prior to
the date of enactment, The IUR is used to
trigger the State extended benefit period
within that State. Under present law, the
extended benefit program triggers on in a
State when (a) the insured unemployment
rate is 4 percent or above for 13 weeks, pro-
vided the rate is at least 120 percent of the
average of the rates for the corresponding
periods in each of the two prior years, or
at the option of the State, (b) 5 percent
without regard to the rate in the prior two
years. Under method (a), & State would cal-
culate the average rates for corresponding
periods in each of the past two years. A
change in the method of ecalculating the
IUR would therefore require a State to ad-
just its prior IUR rates in order that the
percentage would reflect a true average for
the corresponding periods. If different IUR's
were used, Iinaccurate results would be
reached. Section 104 of the bill contains a
provision requiring this recalculation.

The changes required by this section would
require States to amend thelr State laws in
order to conform with the enacted changes
as soon as possible in 1981, or early In 1982
in the case of any State whose leglslature
does not meet in a session which begins
before September 1, 1981.

Title IT of the bill would change the work
test under the regular Federal-State unem-
ployment compensation program. Section 201
would amend the Federal Unemployment Tax
Act to strengthen the work test for recipi-
ents of regular unemployment compensation.
Under current State law, those who refuse
to accept “suitable work"” are denied unem-
ployment benefits. “Suitable work" is usually
defined as a Job similar to the person’s prior
employment, and thus generally regquires
those drawing unemployment benefits to
search for work in their customary occupa-
tions at prevailing wages.

This section would adopt the work test of
the Federal-State Extended Unemployment
Compensation Act of 1970, as amended. It
would require that, after the 13th week In
which the individual was entitled to a par-
tial or total payment, was disqualified, or
was unavailable for work, claimants whose
prospects of returning to their line of work
were not good—would be disqualified for
regular UL if they failed or refused to accept
offers of “suitable work”, as redefined, or to
seek and apply for such work. With respect
to such work, there would have to be an

79-059 O - 84 - 11 Pt.6

CONGRESSIONAL RECORD — SENATE

offer in writing or the job would have to be

listed with the State employment service.

Changes in current procedures would not be

required for workers during the first 13

weeks of their benefit years.

“Suitable work” after the first 13 weeks
would be defined under this new work test
as work, (a) which is within the person's
capabilities; and (b) for which the wage
rate is not less than the higher of the Fed-
eral minimum wage rate set forth in section
6 of the Fair Labor Standards Act or the
applicable State or local minimum wage rate;
and (c) for which the gross average weekly
pay exceeds the person's most recent weekly
benefit amount plus, if applicable, the
amount of supplemental unemployment
compensation benefits.

These changes in the unemployment com-
pensation work test seek to challenge workers
to adjust to new economic and industrial
realities. Economic events of the past decade
have produced significant structural shifts
in the American economy, with employment
in a number of major industries declining
while newer industries grow. By allowing un-
employed workers to draw up to 6 months
of compensation unless jobs in their occu-
pations are avallable, the present unemploy-
ment compensation system discourages
workers from seeking employment in new in-
dustries which, while they may initially pay
lower wages, hold the prospect of growing
employment and increasingly higher pay-

The changes required by this section would
be made eflective on October 1, 1882. This
section would require the States to amend
their State laws in order to conform with
the enacted changes by October 1, 1982, or
as soon thereafter as Is possible in the case
of a State whose legislature does not meet
in a session that begins before September 1,
1982.

Title III of the bill would change the pro-
visions of title 5, United States Code, which
provide for unemployment compensation for
ex-service members (UCX).

The unemployment compensation program
for ex-military personnel would be amended
to make ineligible for benefits (under UCX)
those military personnel who are not dis-
charged under honorable conditions, or who
voluntarily leave the military service, or are
discharged for cause.

The military service is now entirely volun-
tary, and most separations from the service
are voluntary. Unemployment compensation
would be denied if the ex-servicemember re-
signs or voluntarily leaves the service, or
is discharged for cause. In addition, only
a discharge or release under honorable con-
ditions would qualify an individual for bene-
fits under the program. Every State provides
for the disqualification of civilians who vol-
untarily leave thelir jobs, are discharged for
misconduct, or refuse an offer of suitable
work, The proposed amendment, therefore,
would bring treatment of civillans and mili-
tary personnel more in line, by establishing
national rules for military separations that
are voluntary or are not under honorable
conditions.

The changes made by this title would be
effectlve on July 1, 1981.

UNEMPLOYMENT COMPENSATION ACT AMEND-
MENTS OF 1981—BUDGET ESTIMATES
TITLE I—EXTENDED UNEMPLOYMENT

COMPENSATION

The proposal is expected to result in the
following changes in funding from current
law:

[In millions of dollars]

Outlays

1981
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TITLE II—REGULAR UNEMPLOYMENT
COMPENSATION

The proposal i{s expected to result in the
following changes in funding:

[In miilions of dollars]
Outlays:

TITLE III—UNEMPLOYMENT COMPENSATION FOR
EX-SERVICEMEMBERS

The proposal Is expected to result in the
following changes in funding:

[In millions of dollars|

1984 1985 1986

1981 1982 1983

Budget authority....... —60 —225 —237 —245 —247 —248
Outlays.. oo —60 —225 —237 —245 —247 —248

@
By Mr. MOYNIHAN (for himself
and Mr. HEINZ) :

S. 984. A bill to amend the Federal De-
posit Insurance Act; to the Committee
on Banking, Housing, and Urban Affairs,

By Mr. MOYNIHAN:

S. 985. A bill to authorize the issuance
of variable-rate debentures by the FDIC
and FSLIC; to the Committee on Bank-
ing, Housing, and Urban Affairs,

GREATER FLEXIBILITY FOR FDIC AND FSLIC

® Mr. MOYNIHAN. Mr. President, I am
introducing two bills today.

First, would amend the charter of the
Federal Deposit Insurance Corporation
and would make it easier for the FDIC
to lend money to a bank that is in danger
of failing.

The second would authorize the FDIC
and its sister agency, the FSLIC, to issue
variable-rate debentures. These deben-
tures would be exchanged for low-yield-
ing mortgages for banks that have lost
{noney in two or more consecutive quar-
ers.

The aim of the first bill is to give the
FDIC greater flexibility.

Today, the agency has four options
when a bank is in trouble. It may shut
down the bank and pay off the bank’s
depositors. It may find another bank
that wants to merge with the failing
bank, and use its insurance money to
make the merger more attractive. It may
take over the bank and run it for up to 2
vears as an FDIC bank. Or it may shore
up the bank by giving it monetary as-
sistance to keep it open.

The last option is rarely used. The
reason is a bank must be essential to a
community before the FDIC may lend it
money; few banks, if any, are essential.
Another problem is that the bank must
be in danger of closing. By then, it is
usually too late. A loan will not mate-
rially improve the bank’'s condition.

My bill would amend the FDIC charter.
If it is enacted, the FDIC would be able
to lend money to a bank that is in danger
of closing, or one that is merely unstable,
but not yet about to fail.

The bank would not have to be
“essential,”’ as under present law. But
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the FDIC must feel that lending money
to the bank is “desirable in order to
preserve public confidence” in all banks,
or that lending money is “desirable * * *
in order to provide adequate banking
service” in a community served by the
bank.

The peint is the FDIC should be free
to lend money to a bank, if a well-timed
loan would be less costly to the agency
in the long run than other options.

The FDIC wants that freedom. It may
propose slightly different language.
Senator HeInz is joining me today as a
COSPONSOr.

The other bill is the “Mortgage Ware-
housing Facility Act.” It is a contingency
plan to help banks and savings associa-
tions adjust to changed economic and
regulatory conditions. Interest rates
have been extraordinarily volatile since
late 1979. In addition, the Government
began in March 1980 to deregulate bank-
ing. Thrift institutions have found it
difficult to adjust, in part because they
still have on their books mortgages made
years ago when interest rates were 5, 6,
and 7 percent.

We may yet have to help these institu-
tions through a transition.

My bill would authorize the FDIC and
FSLIC to issue variable-rate debentures.
The debentures would be used to pur-
chase low-yielding mortgages, at par,
from finanecially troubled banks and
savings associations. Any bank holding
a debenture would be entitled to interest
at the rate on 30-month Treasury notes.

The exchange would be a temporary
one. Three years later, banks would begin
to buy back their mortgages, again at
par, and to retire the debentures, a
process that would be completed by the
end of the 10th year.

To qualify for the program, a bank or
savings association would have to have
lost money for two consecutive quarters
and have at least 10 percent of its assets
tied up in residential mortgages. A bank
would not qualify, however, if its losses
result from bad management, rather
than from unforeseeable changes in in-
terest rates and Government regulations.

The bill sets a limit of $700 million a
year on Federal outlays under the pro-
gram. The cost to the Government is the
interest differential, the gap between
the interest rate on the mortgages and
the rate on 30-month Treasury notes.
The money would be drawn from the
FDIC and FSLIC insurance funds.

Because there are more old mortgages
than the FDIC and FSLIC would be able
to purchase, a way must be found to
allocate the debentures. The bill sug-
gests that no single institution be al-
lowed to trade in more than 75 percent
of its old mortgages. But it leaves other
standards up to the regulators them-
selves. The bill requires the FDIC and
FSLIC “jointly [to] prescribe a formula
to be used in allocating the debentures.”

In essence, this is a program that
would give financially troubled banks
ag;! 51;smrings associations 3 years to
adjust.

It would be used only in an emergency.
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There must be the prospect of an indus-
try failure, not just the failure of iso-
lated banks and savings associations. An
industry failure is more than the FDIC
and FSLIC can handle by conventional
means.

Again, my aim is to give the Federal
bank regulatory agencies greater flexi-
bility.

Mr. President, I ask unanimous con-
sent the text of both bills along with a
fact sheet on the “Mortgage Warehous-
ing Facility Act” be printed in the
RECORD.

There being no objection, the bills and
the fact sheet were ordered to be printed
in the RECORD, as follows:

S. 984

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

Section 13(c) of the Federal Deposit In-
surance Act (12 U.S.C. 1823(c)) is amended
by striking out the first sentence and insert-
ing in lleu thereof the followlng—

“In order to reopen a closed bank or, when
the Corporation has determined that an in-
sured bank is in danger of closing, in order
to prevent such closing, or, upon the applica-
tion of an insured bank, to strengthen the
stabllity of such insured bank, the Corpora-
tion, in the discretion of its Board of Direc-
tors, is authorized to make loans to, or pur-
chase the assets or stock of, or make deposits
in, such insured bank, upon such terms and
conditions as the Board of Directors may pre-
scribe, when in the opinion of the Board of
Directors the continued operation of such
bank 1s desirable in order to preserve public
confidence in the stability and soundness of
the nation’s banking system or to provide
adequate banking service In one or more
communities served by the bank.”.

8. 985
Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,
SHORT TITLE

This Act may be cited as the “Mortgage
Warehousing Facility Act of 1981".

Sec. 101. DeFiNITIONS.—ASs used in this
Act—

(1) the term “appropriate Federal agency"
means the Federal Deposit Insurance Corpo-
ration with respect to any commercial bank
and with respect to any savings bank the
deposits or accounts of which are insured
by the Federal Deposit Insurance Corpora-
tion, or the Federal Savings and Loan Insur-
ance Corporation with respect to any savings
and loan, building and loan, or homestead
assoclation or Federal savings bank; and

(2) the term “eligible institution' means
any bank savings and loan, bullding and
loan or homestead assoclation, or any mutual
savings bank, which has net operating losses
after interest and dividends (exclusive of
asset transactions and before taxes) for at
least two consecutive calendar quarters sub-
sequent to December 31, 1980, and at least
10 per centum of the assets of which are
residential mortgages.

Sec. 102. AUTHORIZATION FOR PURCHASES.—
The Federal Deposit Insurance Corporation
and the Federal Savings and Loan Insurance
Corporation are authorized to issue variable-
rate debentures. as described in section 104,
to eligible institutions in exchange at par for
residential mortgages which were made or
acquired prior to December 1, 1979, and
which provide a return not in excess of T%
per centum per annum, provided that prior
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to issuance the FDIC or FSLIC, as the case
may be, finds that the eligible institution
has submitted a realistic and satisfactory
operating plan in such form as it shall pre-
scribe, demonstrating the ability of the eligi-
ble Institution to continue as a safe and
sound financial institution after the issuance
of debentures. The Federal Deposit Insur-
ance Corporation and the Federal Savings
and Loan Insurance Corporation are author-
ized to limit the aggregate amount of mort-
gages which may be acquired from any one
eligible institution, and in no case may any
eligible institution exchange more than 75
per centum of the mortgages held by it for
such debentures. The Federal Deposit In-
surance Corporation and the Federal SBavings
and Loan Insurance Corporation shall jointly
prescribe a formula to be used in allocating
the debentures authorized by this Act in
order that the proportion of mortgages which
an eligible institution may exchange will re-
flect the magnitude of its net operating
losses after interest and dividends, subject
to the limitation contained in the preceding
sentence.

SEc. 103. RETIREMENT OF DEBENTURES.—
Beginning in the third year following the
issuance of any debentures under this Act,
each eligible institution holding any such
debenture shall allocate each year an amount
equal to 50 per centum of any increase in
its net operating income after interest and
dividends over the net operating income after
interest and dividends during the next pre-
ceding year to the repurchase of mortgages
at par from the Federal Deposit Insurance
Corporation or the Federal Savings and Loan
Insurance Corporation, as the case may be,
and the pro rata retirement of any deben-
tures still outstanding. Not later than 10
years after the issuance of any such deben-
ture, the Federal Deposit Insurance Corpora-
tion or the Federal Savings and Loan Insur-
ance Corporation, as the case may be, shall
recall such debenture and seturn to the eligi-
ble institution any mortgage acquired from
it.

SEC. 104. VARIABLE-RATE DEBENTURES.—The
Federal Deposit Insurance Corporation and
the Federal Savings and Loan Insurance Cor-
poration are authorized to issue nonmarket-
able debentures to eligible Institutions. Such
debentures shall have maturities not in ex-
cess of 10 years, and bear interest at rates
prescribed by the Federal Deposit Insurance
Corporation and the Federal Savings and
Loan Insurance Corporation. The rates shail
be established and adjusted monthly to equal
the average yield on obligations of the United
States having a maturity 30 months from
the date of issuance, which were issued dur-
ing the month preceding the month of is-
suance or in which the adjustment is to be
made, No debenture may be issued under
this Act after the expiration of one year
following the date on which a debenture
under this Act 1s first 1ssued.

Sec. 105. ADMINISTRATIVE PROVISIONS.—

(1) An eligible institution which ex-
changes a mortgage pursuant to this Act
shall continue to service such mortgage. All
amortization and other payments of princl-
pal on any such mortgage shall be applied
to reduce the principal balance on the mort-
gage while held by the Federal Deposit In-
surance Corporation or the Federal Savings
and Loan Insurance Corporation, as the case
may be. The amount of such payment shall
also reduce pro rata the princioal balance
of the debenture held by the eligible insti-
tution. All payments of Interest on any such
mortgage shall be pald or credited to the
Federal Devosit Insurance Corporation or
the Federal Savings and Loan Insurance
Corporation, as the case may be.

(2) The difference between the interest so
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paid on all mortgages received by the Fed-
eral Deposit Insurance Corporation and the
Federal Savings and Loan Insurance Corpo-
ration and the interest paid on all debentures
issued by the Federal Deposit Insurance Cor-
poration and the Federal Savings and Loan
Insurance Corporation pursuant to this Act
shall not exceed $700 million per annum.

Sec. 106. AUTHORIZATION OF APPROPRIA-
Ti0Ns.—There are authorized to be appro-
priated such sums as may be necessary to
carry out the provisions of this Act.

THE MORTGAGE WAREHOUSING FACILITY ACT

The legislation would permit the FDIC and
FSLIC to swap variable-rate debentures,
backed by them, for a share of the low-yleld-
ing mortgages held by eligible financial in-
stitutions.

1. The debentures would be nonmarket-
able.

2. Eligible institutions would be mutual
savings banks, savings and loan associations
and commercial banks

With two or more consecutive quarters of
net operating losses (income less interest,
operating expenses and state franchise taxes,
but before federal income tax and losses or
galns on asset transactions), and

Whose total assets are at least one-tenth
residential mortgages.

The FDIC and FSLIC would have discre-
tion, however, to deny eligibility to institu-
tions whose problems are of their own mak-
ing, rather than the result of changing eco-
nomic and regulatory conditions.

3. Loans eligible for the exchange would
be residential loans made prior to Decem-
ber 1, 1979 with interest rates of 71, percent
or less.

4. The proportion of such loans that an
eligible institution may exchange would de-
pend on the magnitude of its net operating
losses, but In no case would it exceed 75
percent. A formula would be worked out
Jointly by the FDIC and FSLIC.

5. The mortgages would be exchanged at
par. The participating institutions would
continue to service the loans.

6. The variable-rate debentures would bear
an interest rate geared to the yleld on 30-
month U.S. government securities.

7. Amortization and other principal pay-
ments on the mortgages would be applied
to reducing the debenture obligations of the
FDIC and FSLIC.

8. Beginning in the third year after the
exchange, the institutions would in each
year allocate 50 percent of the increase in
net operating income above the previous
year for the purpose of repurchasing ex-
changed mortgages and debenture retire-
ment beyond the amounts provided in No. 7
above. By the end of the tenth year follow-
ing the exchange, all debentures would have
to be retired.

9. Mortgage/debenture exchanges would be
authorized for only one year from the date
when the program is first activated.

10. Federal outlays under the program
would be limited to $700 million a year.@

By Mr. BOREN (for himself and
Mr. MOYNIHAN) :

8. 986. A bill to amend title IV of the
Social Security Act to provide for a
demonstration program to test the
States ability to develop functional al-
ternatives to the current work require-
ments of the aid to families with de-

pendent children program; to the Com-
mittee on Finance,
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WORK INCENTIVE DEMONSTRATION FPROGRAM

ACT

® Mr. BOREN. Mr. President, today I
am introducing the Work Incentive
Demonstration Program Act. This bill
will amend the Social Security Act to
allow States to demonstrate single
agency administration of title IV-C
(work incentive program—WIN) and
other work-related objectives of the act.
Such demonstrations shall be designed
to synthesize the various work-related
objectives of titles IV-A and IV-C into
a cohesive welfare employment program
with emphasis on placement in unsub-
sidized private sector employment.

I, along with several of my colleagues,
have made attempts to streamline and
improve the administration of the aid
to families with dependent children
(AFDC) program in the past. The Con-
gress will consider the nature of welfare
reform which is needed in the months
ahead. In the meantime, the new ad-
ministration and Congress have shown a
great deal of interest in the need for em-
ployment. However, in many States the
administration’s budget proposes
changes in work expense and child care
deductions and recommends the crea-
tion of a workfare program effective
October 1, 1981. I would urge Congress
to build upon the administration’s pro-
posal by allowing States to design inte-
grated programs which best meet the
needs of their clients and effectively ac-
complish the goal of helping AFDC re-
cipients become self-supporting, con-
tributing members of our great country.

The WIN program was designed to
provide recipients with training, work
experience, employment and supportive
services to assist in the transition to em-
ployment. However, in many States the
per person cost of the program has been
exorbitant and the impact minimal.

There are two serious flaws in the op-
eration of the WIN program-—dual agen-
cy administration (HHS and DOL) and
inflexibility within the system—which
result in a lack of agency accountabil-
ity, cumbersome adminisirative rules
and regulations, high cost, and poor per-
formance. Many States have indicated
they could run more efficient programs
than currently exist. This bill provides
us an opportunity to utilize State and
local units of government which are the
most responsive, best equipped and most
competent levels of government to de-
velop and administer programs to meet
the needs of families with children.

This proposed program does not pro-
vide massive, permanent reformation of
the welfare system of this country, nor
does it pump more Federal dollars into
the existing system.

It does, however, put us on the road to
meaningful reform of the AFDC program
which will result in a better program for
recipients and taxpayers alike.

The bill allows any State to submit a
plan to the Secretary of Health and Hu-
man Services to conduct a 3-year
single agency administration demon-
stration of welfare work programs by
utilizing the same funding proposed by
President Reagan for fiscal year 1982
and beyond. The plan must describe the
objectives and techniques used. The Sec-
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retary may disapprove the plan if deter-
mined to be less effective than current
requirements.

The same eligibility requirements for
participation in existing programs will
be in effect for the demonstration pro-
grams. The HHS Secretary is required to
conduct evaluations of the program to
determine effectiveness.

Beyond these requirements, the State
is allowed to design a program which best
addresses the State’s needs and makes
best use of its resources. I am convinced
that States will show overwhelmingly
that they can deliver better benefits in a
more effective manner than can the Fed-
eral Government,.

The AFDC program is uniquely suited
to innovative and responsive programs
which can be developed and adminis-
tered by the States. I urge you to join
with me in this effort to move forward
in reforming our welfare system.®
@ Mr. MOYNIHAN. Mr. President, the
myth of the lazy welfare recipient con-
tinues to plague discussions of how best
to provide for those unable to provide
for themselves and their children. I have
long maintained that this popular bit of
conventional rhetoric is both irrelevant
to the core issues of welfare reform and,
equally important, wrong. Irrelevant be-
cause the program we know as Aid to
Families with Dependent Children
(AFDC) is first and foremost a program
to aid dependent children. Of the 10.3
million individuals receiving AFDC bene-
fits in 1979, only 3.1 million were adults,
7.2 million were children, 4.2 million of
them under the age of 10.

And wrong because for the past 14
years, the AFDC program has in-
cluded both work incentives and a work
requirement. The Social Security
Amendments of 1967 established a sys-
tem of earned income disregards, which
allow welfare recipients to realize an
economic gain from working. The
amendments also established the work
incentive program (WIN), which re-
quires able-bodied adult welfare recipi-
ents to register for employment and
training as a condition of receiving
AFDC benefits. In 1979, over 1.5 million
welfare recipients were registered for
jobs and job training in the WIN pro-
gram.

But WIN has failed to realize its
promise of an end to welfare dependency
through development of job skills. More
than anything else, this is the result of
byzantine and burdensome administra-
tive features that split authority for the
program among several State agencies.
Were we to improve program adminis-
tration, the work requirement for wel-
fare recipients would at last augur an
end to dependence. It is with this in
mind that I join today with my distin-
guished colleague, Senator Davip BogregN,
in introducing a bill that would allow
States to substitute work incentive
demonstration programs for the WIN
program.

These demonstration programs would
synthesize the wvarious work-incentive
objectives of the Social Security Act into
one comprehensive employment program
geared toward placing welfare recipients
in unsubsidized private sector jobs. Fed-
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eral responsibility for monitoring the
demonstration projects would lie within
the Department of Health and Human
Services. Funds for this purpose would
be provided to the States as a block
grant, and the States would be free to
design programs so that they are com-
mensurate with State needs and re-
sources. The major restriction on the
States is that the demonstration pro-
grams must be administered by the
single State agency charged with admin-
istration of the AFDC program.

Quite simply, this bill makes good
sense. It markedly improves the work-
related component of AFDC, increasing
a welfare recipient’s chance to gain skills
and a job with which to supplement—
eventually, to replace—the welfare grant.
It is a far better proposal than the so-
called “workfare” program proposed by
the Reagan administration. It makes a
modest but important change that will
significantly improve a program of 14
years’ standing. We do not need to de-
vote the time and effort of Congress to
debate about creating a new work re-
quirement when we can, with this bill,
easily transform the current work re-
quirement into a better work require-
ment. And unlike ‘“‘workfare,” this bill
provides jobs, not make-work. It is a hill
that Congress should pass quickly.

But we must remain fully aware that
this bill does not address the real issue of
welfare reform. AFDC exists in order to
keep roofs over the heads, food in the
mouths, and clothes on the backs of de-
pendent children., It embodies the re-
sponse of society to the elemental needs
of dependent youngsters. And, despite
the importance of encouraging certain
types of behavior among adult recipi-
ents, changes in AFDC must be evaluated
in terms of their impact on the children.
It is not a program for adults. That some
adults are also supported by it—96 per-
cent of them husbandless women with
children—is a consequence of the fact
that most dependent children live with
one parent.

And the number of these children is
growing. According to data that I pub-
lished in the spring issue of the Journal
of the Institute for Sccioeconomic Stud-
ies, approximately one-third of the chil-
dren being born this year will live in a
female-headed household that receives
welfare benefits at some time before
their 18th birthday. Only 7 percent of the
children born in 1940 could expect to
spend a portion of their minority in a fe-
male-headed household receiving AFDC
benefits. Today, it is one child in three.
That makes AFDC second only to public
education as the Government program

with the widest impact on American chil-
dren.

My article argues for a comprehensive
effort at ending the dependency that an
alarmingly large percentage of American
children t{uﬂl face. I ask unanimous con-
sent that it be printed in the Recorp, And
I ask that its plea for true welfare reform
not go unheeded.

There being no objection, the article

was ordered to be printed in the RECORD,
as follows:
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CHILDREN AND WELFARE REFORM
(By DANIEL PATRICK MOYNIHAN)

“The first time as tragedy, the second as
farce.” ! Karl Marx's celebrated epigram con-
cerning the two Napoleons could as well
apply to the two major efforts at welfare re-
form which took up sizable portions of presi-
dential energy during the 1970s, but so far as
support for dependent children is concerned,
came to nothing.

The Family Assistance Plan (FAP), pro-
posed by Richard Nixon in 1969, the first year
of his presidency, undertook to substitute a
guaranteed annual income for the four wel-
fare programs already established under the
Social Security Act: Ald to the Blind, Ald to
the Permanently and Totally Disabled, Old
Age Assistance, and Aid to Families with De-
pendent Children. This bill twice passed the
House of Representatives by heavy margins.?

In 1973, with the enactment of the Sup-
plemental Security Income (SSI) program, it
could be said that three of the four objectives
of the proposal were achieved. But this would
miss the fact that the driving force behind
“welfare reform” as it was universally known,
was the idea of establishing a more generous,
more uniform, more extensive system of sup-
port for children in poor or dependent fam-
ilies* The Famlily Assistance Plan was de-
vised above all to provide a guaranteed in-
come for children and for families with chil-
dren, In the end, children and families were
the only groups excluded.

In 1977, President Jimmy Carter in the
first year of his presldency took up the issue
once more, proposing the Program for Better
Jobs and Income (PBJI). By this point, the
Federal bureaucracles and associated aca-
demic centers had acquired considerable
sophistication with respect to guaranteed
income plans. In what for example would
appear to be the first such development in
social policy, a variety of guaranteed income
plans were actually “fleld tested”. This was
inaugurated with the New Jersey Graduated
Work incentive Experiment begun in 1967
under President Johnson. As a result, vast
amounts of data were avallable in 18774
Thus it came about that in .contrast to the
small group which was able rather rapidly to
put together the Family Assistance Plan for
President Nixon in 1969, in 1977 President
Carter was able—or was forced?—to turn to
8 much swollen bureaucratic and academic
apparatus. The result was, on the edge, far-
cleal. Committees became so large they mgt
in auditoriums. Starting with presidential
instructions that no additional funds should
be committed, a program ended up that
would have cost the Federal government an
additional $174.4 billion.®

“"WELL-MEANING BUT WITHOUT
UNDERSTANDING"

The PBJI was sent to Congress in Septem-
ber 1977. In my study of FAP, the Politics
of a Guaranteed Income. I made the point
that a crucial feature of the negative income
tax, of which both the Nixon and Carter pro-
posals were variants, i1s that it is hard to
understand. It was not likely that more than
a sixth of the Members of Congress could
follow just how the proposal before them
in 1869-72 actually worked. But by contrast
with the Carter proposal, FAP was Euclidean
in its clarity. For by mid-decade, the econ-
omists had quite taken over the subject with
the consequence that Carter's experts pro-
duced a proposal that it is not likely 25 per-
sons in Washington actually understood.

Carter's welfare economists are sald to
have done reputable work in other fields, but
when it came to soclal policy they were
bumpkins. They used up almost a year of
their president’s time on a proposal that the
full House Committee on Ways and Means

Footnotes at end of article,
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never even considered. In the Senate, I in-
troduced the legislation, but there was little
interest and not the least disposition to act
until the House had acted. (This is, after all,
the constitutionally prescribed sequence of
the two tax-writing committees which have
jurisdiction over Social Security matters.)

President Carter had devoted extraordinary
effort to devising the PBJI. Word was passed
that this was a priority matter for his party
and his administration and that the Congress
would be receptive and the nation supportive,
if not indeed impatient for action. In the
end, however, a grotesquely swollen and self-
deluded policy process failed utterly. More-
over, in the process, it destroyed the prospects
of any significant advances. Apart from the
relatively modest Adoption Assistance and
Child Welfare Act of 1980, the Carter Ad-
ministration, having expended such efforts
on welfare reform—to the scorn of a Demo-
cratic Congress and the evident indifference
of the public at large—never again mustered
its resources or its nerve in the cause of other
social policy innovations. It left office after
four years, perhaps the first administration
since that of Calvin Coolidge that could
boast of no significant social leglslation, The
farcical element, however, was that nothing
was going to happen anyway.

THE FAP DEFEAT

By contrast, there had been a tragic ele-
ment in the loss of FAP, and it was this. The
proposal was made at a time of still rising
expectations about social reform. While it
recelved acclamation and support, it was also
opposed by groups which were of the view
that such were the ever-improving prospects
for such measures, a still better measure
could be enacted. Thus, for example, the Na-
tional Urban League opposed FAP.?

This was an illusion, widely shared, but
susceptible of analysis. Only as evidence that
a closer look argued otherwise, I observe that
on July 1, 1970, I addressed a meeting of the
National Urban Coalition in Washington to
press for enactment of the Family Assistance
Plan that year. The House had voted; the
Senate was ready. I stated: “If we don't get
it in this Congress, I don't see us getting it
in this decade.”?

The tragedy then was hubristic. FAP might
not have passed in any event, given the op-
position of those who thought it was “too
much.” But for certain it was opposed by
those who thought it was “too little,” and
who were overwhelmingly confident that yet
more resources could be made available. By
the end of the decade, however, the resources
avallable for social programs were already
committed elsewhere, and far from having
been improved, the levels of support for
mothers and dependent children in the land
had actually begun to diminish, In the mean-
time institutional crises such as the near-
bankruptcy of New York City in 1975 cast
the failed opportunity of FAP in yet another
light. Had it been adopted in 1870, welfare
costs, strictly defined, would have disap-
peared from the City's budget. This might
have put off the fiscal crisis, and in any event
would significantly have hastened recovery
from [t. Mayor John V. Lindsay sensed this
in 1970 and strongly supported the “federal-
ization" of welfare, which was an incidental
but not casual aspect of FAP. A decade later,
Mayor Edward I. Koch must accept that this
is an ever receding prospect. As will be re-
lated, serlous questions have arisen as to
whether a guaranteed income would be d