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SENATE—Wednesday, April 25, 1984

The Senate met at 12 noon, on the
expiration of the recess, and was
called to order by the President pro
tempore (Mr. THURMOND).

PRAYER

The Chaplain, the Reverend Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray.

God of grace and mercy, we thank
Thee for life. We thank Thee for Pass-
over and Easter celebrations which
remind us of Your liberating passion
and power—Your gracious care and
provision for every exigency of life.
May we never turn our backs on such
love. We thank Thee for Resurrection
and its hope for emancipation from
the weakness and limitation of the
body which so often frustrate our
fondest aspirations and highest goals.
We thank Thee for the supreme hope
which Passover and Easter promise.
We thank Thee for the reminder of ir-
repressible life as beauty and fra-
grance explode and abound all around
us in profusion.

We thank Thee, Father in Heaven,
for the recess—for opportunity to
strengthen family bonds. We thank
Thee for the safe return of those who
traveled. Especially are we grateful for
the safety of Senator CHILES and Sen-
ator JonsToN. Thank Thee for all the
work the Senators were able to accom-
plish in home States. Lead us Lord, as
we enter into the heavy responsibility
of legislation which impinges on the
life of every American and often on
the world of nations. In the name of
Him whom the grave could not con-
quer. Amen.

RECOGNITION OF THE
MAJORITY LEADER

The PRESIDENT pro tempore. The
majority leader is recognized.
Mr. BAKER. 1 thank the Chair.

ORDER OF PROCEDURE

Mr. BAKER. Mr. President, there
are five special orders this morning. If
I may inquire of the minority leader, I
have been told by my staff two things.
First, that there will be a caucus of
Democratic Senators at 12 noon today,
and that it would be the preference of
at least two of the Democratic Sena-
tors holding special orders that they
be permitted to claim that time after
that caucus instead of before.

Is that correct?
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Mr. BYRD. Mr. President, that is
correct.

Mr. BAKER. Mr. President, I see the
distinguished Senator from Wisconsin
present who appears to be coiled and
ready to spring.

May I inquire if the Senator intends
to claim his order then before the
Democratic Caucus?

Mr. PROXMIRE. Mr. President,
may I inquire of the majority leader? I
would be happy to go ahead right now.
I will take about 7 or 8 minutes.

ORDER FOR RECESS UNTIL 2 P.M.

Mr. BAKER. Mr. President, I ask
unanimous consent that after the
Proxmire-Kassebaum-Grassley special
orders the Senate then stand in recess
until the hour of 2 p.m.

I further ask unanimous consent
that at 2 p.m. Senators Bavcus and
BipEN may claim their special orders
to be followed by a period for the
transaction of routine morning busi-
ness of not more than 5 minutes in
length in which Senators may speak
for not more than 1 minute each, and
that at the end of that time the
Senate resume consideration of the
unfinished business, H.R. 2163.

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

Mr. BYRD. Mr. President, will the
majority leader yield?

Mr. BAKER. Yes.

Mr. BYRD. The majority leader is
very accommodating. On behalf of my
colleagues and myself, I express our
appreciation.

Mr. BAKER. I thank the minority
leader.

Mr. President, I hope that we can
have a good, full day today in the con-
sideration of H.R. 2163, and that per-
haps we will be able to work out the
arrangements for a time certain to
consider amendments in the further-
ance of the measure before the
Senate.

ADDRESS BY WILLIAM D.
RUCKELSHAUS, ADMINISTRA-
TOR, ENVIRONMENTAL PRO-
TECTION AGENCY

Mr. BAKER. Mr. President, no
American has done more to improve
the American environment than the
present Administrator of the Environ-
mental Protection Agency, William
Ruckelshaus. As EPA's first Adminis-
trator, Bill Ruckelshaus proved him-
self diligent in getting the facts, cre-
ative in finding solutions, and practi-

cal in developing environmental law
and regulation.

Last week, Administrator Ruckels-
haus spoke to the Economic Club of
Detroit about where we are in meeting
the newest challenges we face in pro-
tecting our environment. As always,
his is a voice of candor, reason, and
fairness. Mr. President, I ask unani-
mous that his remarks of April 16,
“‘Not in My Backyard:" Institutional
Problems in Environmental Protec-
tion,” be printed in the RECORD.

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

“NoT IN MY BACKYARD:" INSTITUTIONAL
PROBLEMS IN ENVIRONMENTAL PROTECTION

The last time I had the pleasure of speak-
ing with you was in April of 1971. Although
it doesn’t ordinarily take me thirteen years
to think up something new to say, I would
like to use the perspective afforded by that
interregnum to reflect on some of the re-
markable changes that have taken place in
the environmental protection field and to
focus on what I consider quite serious prob-
lems that still remain to be solved.

From my viewpoint, the most striking dif-
ferences between them and now are the
issues that account for the dominant share
of the Administrator’'s attention. In 1971
those issues were pollution from cars and
sewer systems. Mobile source control prob-
lems took up most of my personal time then
and, shortly before I gave my first speech
here, EPA had filed a 180-day notice against
Detroit's pollution of Lake Erie. I seem to
remember being introduced here as the
greatest friend of American industry since
Karl Marx.

In 1984, I find that the 1971 issues, while
still important, are no longer consuming, for
the simple reason that we have achieved
much of what we set out to do. Auto ex-
haust controls have reduced carbon monox-
ide 96 percent, hydrocarbons 95 percent,
and nitrogen oxides 76 percent from the un-
controlled state. Despite a substantial in-
crease in the number of cars, urban air qual-
ity has shown a steady improvement and an
almost continuous decline in the number of
exceedances of air quality standards for pol-
lutants associated with mobile sources.

With respect to controlling sewage, to cite
once again the local example, the city of De-
troit has made steady progress in meeting
its responsibilities; it achieved full second-
ary treatment and phosphorus removal late
in 1981, which represents a significant con-
tribution to improving water quality in the
Great Lakes.

Along with these changes we have seen an
accompanying change in attitude among in-
dustrial leaders. Almost no one now serious-
ly contends that concern for the environ-
ment is a fad. Environmental controls have
been accepted, like taxes and employee ben-
efits, as part of the price of doing business
in this industrialized society. And here it is
fair to say that both industrial and political
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leaders have simply followed the clear pref-
erences of the American people. For the
past decade, Americans of all classes and
conditions have time and again indicated
their willingness to pay higher prices for
goods and even to face the prospect of fewer
jobs in order to keep the environment clean
and public health protected. That's a fact as
cold and undebatable as a profit-and-loss
statement.

But despite these achievements and that
kind of publie support, I am beginning to be
worried about what I see happening in 1984.
We observe, for example, an increased level
of contention over environmental issues, as
if, having swept our stables, we cannot agree
about dusting the piano. We observe the in-
cipient stages of a breakdown in the invalu-
able tradition that the environment is a na-
tional concern, as we see regional or local in-
terests predominating in such issues as acid
rain and hazardous waste disposal. Most sig-
nificantly, we observe that, although public
pressure to act remains high, the political
process no longer seems able to resolve im-
portant environmental issues. Of EPA's nine
governing statutes, seven have been allowed
to lapse.

We appear, in fact, to have lost much of
our ability to turn environmental consensus
into practical action. This is a startling and
disturbing trend. We Americans have always
prided ourselves on pragmatic idealism, but
we now appear less capable in this regard
then we were in the quite recent past. Part
of the explanation lies, of course, in the
vexed nature of the environmental issues
that dominate the current decade. It was
relatively easy to act against smoggy air and
clouded waters, but in dealing with such
problems as acid rain or toxic chemicals, the
smog is in the data; what is clouded is the
association between the presence of pollut-
ants and the incidence of disease, or be-
tween proposed remedies and the damage
we want to fix. Uncertainty can lengthen
debate and stall action.

But more than that, our quandary springs
from a peculiarity of American political life.
It has been noted that the American people
are ideologically conservative and operation-
ally liberal. In theory they are against too
much government until the elimination of a
particular program affects their own well-
being. From medicare to automobile import
restrictions the message is the same—that
government program is not what I mean
when I say, there's too much government.
In practice, we demand that our two-hun-
dred-year-old political system do the wide
variety of tasks we think are necessary to
preserve our personal position in modern
America. That often means a “liberal” gov-
ernmental response. In the environmental
area, in contrast, I believe we are ideological
liberal and operationally conservative,

By this I mean we tend to establish envi-
ronmental and health protection as abso-
lute values rather than social goods in com-
petition with other social goods. Oddly, of
the many different kinds of risks attendant
on membership in a technological society,
we often single out those connected with en-
vironmental pollution as being totally unac-
ceptable. Yet at the same time we are relue-
tant to make the changes in our way of life
(even minor ones) required to attain such
goals. Any time we suggest that an inspec-
tion and maintenance program be imposed
on a municipal area to achieve the health
goals the public has demanded in the Clean
Air Act, the hue and cry is loud and clear—
we want zero risk but not at my expense.

This position has led to some difficulties
in the formation of an effective national en-
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vironmental policy. While it is a fine thing
to embody high ideals in legislation, laws
should be written so that mortals can put
them into effect on this imperfect earth,
without either torturing the language or
prescribing nonsense. I think it is clear now
that in enacting several of our major envi-
ronmental statutes we did not think
through what strict interpretations would
really mean. Environmental protection is an
enormously complicated technical process;
that it now shares the aura of Motherhood
and the Flag makes it less, rather than
more, likely that we will do a good job of it.

This is because we encourage public offi-
cials to strike extreme postures as defenders
of the environment, while we shy away from
requiring the hard decisions implied by such
postures. As a result, in the typical environ-
mental statute, concern for protection tends
to overwhelm careful thinking about pre-
cisely how such protection will be accom-
plished. This passes the buck to the execu-
tive agency. Moreover, there is ample provi-
sion for judicial review, which passes the
buck to the courts. And that’s just on the
Federal level; many statutes have State dis-
cretion built in—another set of bucks to be
passed. Harry Truman's famous desk sign
said “the buck stops here'; the trouble
today is that the buck stops nowhere.

Unfortunately, the ordinary solution pro-
posed, when hard decisions have been de-
ferred, is for the Congress to order EPA to
perform certain specified actions, usually
within a strict timetable. The agendas of
the Agency during much of its recent histo-
ry have been set not by any sort of ordered,
explainable, rational analysis, but by the
press of public outery and resultant political
response. The public appears to be demand-
ing immediate but not very painful solu-
tions to long-standing problems that we
don’t know how to fix. Congress appears to
believe that the way to satisfy this public
demand is to load the statutes with specific
constraints and directives. Motion is its own
reward, whether or not it is in the right di-
rection.

If I sound like I'm passing the buck back
to Congress, I make no claim to be immune
from the prevailing disease; but my point is
that we should start thinking about how to
cure the disease., This will not be easy, be-
cause these difficulties are rooted in some of
the basic characteristics of American socie-
ty. Like all other democracies, ours func-
tions by means of a working consensus
about the goals and values of national life.
But our vast size and the relative isolation
we have experienced during much of our
history have made it possible for people
who did not agree with the prevailing con-
sensus to move on and, by and large, follow
a different drummer. In many cases, non-
conforming groups were able, by their ex-
ample, to modify the existing national con-
sensus; and so we have evolved as a nation.

This further spirit of independence and
freedom of action remains part of our na-
tional consciousness and a source of our
strength. It is a spirit embodied in our Con-
stitution, which takes great pains to prevent
tyranny by a majority, and which was de-
signed by experts to enshrine our mistrust
of concentrations of power by strictly sepa-
rating the three branches of government.
It's as if our national motto, instead of “one
from many,"” was “not so fast.”

The trouble is we no longer have a fron-
tier to “hie off to." The world is shrunken
by technology and closely linked economi-
cally. The fierce independence of spirit, the
willingness to fight the consensus, the glori-
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fication of the maverick which has been our
strength, can become our weakness. We
don’t have decades to let a new consensus
evolve to fit the rapid change and conse-
quent societal demands of modern life. If we
are to remain competitive in the world we
need to recognize the necessity of adjusting
to change more rapidly, of harnessing our
entrepreneurial spirit to a sense of national
discipline, and that runs counter to the
American tradition of independence. Our in-
ability to drive toward consensus, to provide
governmental processes which force deci-
sions has very practical effects on our na-
tional well-being.

Think of what it now takes to site a major
industrial facility. A firm often must obtain
agreement from perhaps dozens of agencies
and authorities at each of the three levels
of government, not to mention the courts.
And it doesn’t help to satisfy a consensus or
a majority of the interests involved; a single
“no” anywhere along the line at any time in
the process can halt years of planning,
effort and investment.

Similarly, we have begun a major national
commitment to properly dispose of hazard-
ous wastes. Everyone is in favor of safe dis-
posal, but not in their backyards or any-
where close. In some parts of the country,
we are running out of places to put the
stuff. It stays in improper places, piles up
on the loading docks of the generators of
the waste or has to be shipped around the
country. The additional risk this may repre-
sent to the nation at large does not bother
the local groups who resist disposal facility
siting. This is the way to run a railroad only
if you like what happened to the railroads

Unfortunately, it is not possible to say
“not so fast" to the world in which we com-
pete. Successful response to the changes
driven by technology or the imperatives of
global competition is essential to our surviv-
al as a free and prosperous society. We have
been remarkably successful in refurbishing
our 200-year-old system in response to the
modern world, even if at a decreasing rate.
But as I see what is happening in the envi-
ronmental area—one manifestation of our
efforts to cope with the unwanted by-prod-
ucts of technological change—I begin to get
worried.

The key problem is trust. As I noted, mis-
trust and a tradition of encouraging maver-
ick opinion are built into our system; the
Vietnam war and Watergate, in which gov-
ernment appeared to fail the public, have
simply exacerbated what has always been
present in American thought. But from the
standpoint of an American governmental
agency charged with protecting human
health and the environment, trust is the oil
in the gearbox. That is, the public can
object to what a regulatory agency does, or
believe that it is going too fast or too slow,
but when it ceases to believe that the
agency is trying to act in the public interest,
that agency cannot function at all.

I don’t believe that’s the situation at EPA
today, although we came close. Qur agency,
with its extraordinarily wide scope of re-
sponsibility, is especially vulnerable to fail-
ures of public trust. Can you imagine what
would have happened if the decision we
made recently about allowable levels of eth-
vlene dibromide (EDB) in food had not been
broadly accepted? Each State would have
set its own protective standards; many foods
would have vanished from the marketplace;
and the food production and distribution in-
dustry would have been thrown into chaos.
We were closer to this condition than many
realized. But EPA was trusted enough, its
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judgment did prevail, and we avoided such
needless disruption.

1 don’t believe that EPA must be whipped
into doing its job, but it is undeniable that
many people do, and Congress often agrees
with them. In my view this is not the way to
establish a sensible environmental policy.
We need a better way; we need to find some
means of converting the broad societal con-
sensus on the environment into a practical
system for solving environmental problems.
It can be done; and although it is probably
bad manners in this city, I must direct your
attention to the example of Japan.

Ten years ago, when I first visited Japan,
their environment was a mess. Tokyo's air
was 50 polluted that people with respiratory
problems literally could not live there, and
many of the rest were wearing masks. Sub-
stantial numbers of people in seaside com-
munities had contracted a gruesome disease
from eating contaminated fish. I estimated
that Japan was three to five years behind us
in coping with pollution.

I returned to Japan this past winter and
found that they have been able to design
and put into practice environmental stand-
ards that are in many cases stricter than
our own. In terms of ambient air quality,
they are now more advanced than us. Need I
add, they have been able to accomplish this
without noticeable decrement in their in-
dustrial muscle.

Now it must be admitted that the Japa-
nese nation has a unique ability to mobilize
for massive social change. This ability is
largely due to their culture and the tech-
niques they have developed for harmonizing
individual, group and societal interests.
They realize that someone gets hurt when-
ever change must occur, but they do not
give the injured party a veto, as we so often
do. Typically, they will not move on a major
social project until everyone is accommodat-
ed in some way, until the details of who
does what and who gets what and who loses
what are entirely worked out. Once that
process is over they can move very fast
indeed. Although the Japanese may dis-
agree with particular administrative actions,
few doubt that national success and survival
are the pre-eminent considerations for all
government leaders, and for industrial lead-
ers as well.

The Japanese example has led many to
advise the adoption of Japanese institutions
to solve American problems. While my ad-
miration for the Japanese way is great, we
cannot become them nor should we try. We
must first understand the necessity of re-
sponding more rapidly to changed circum-
stances. We no longer have the luxury of
traveling a decades-long road of adjustment
to technological or economic change. We all
love mavericks but they make lousy leaders.
American corporations understand the ne-
cessity of building teams to achieve institu-
tional goals. So must all of us strive to think
of our relationship to our country as that of
an individual to a team. Like it or not, we
are in this together.

Another part of the answer is to create
new American institutions to carry out the
consensus-building and accommodation
functions they do so well in Japan. In a
small way this is already beginning. We're
starting to see meetings between environ-
mental groups and industrial groups de-
signed to thrash out mutually agreeable po-
sitions. More formally, as many of you are
aware, we have created a Health Effects In-
stitute jointly funded by EPA and the
motor vehicle industry, and this is an impor-
tant experiment. The institute was created
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to sponsor impeccable and broadly accepta-
ble research on the health effects of mobile
source emissions and thereby prevent what
has long been a vexing problem for us all:
the inability to agree on the data that forms
the foundation of regulatory action in envi-
ronmental health protection.

We are also exploring with a group of in-
dustrial governmental and environmental
leaders the possibility of increasing the use
of industry’s skill and resources in cleaning
up toxic waste dumps. There is no reason
why the chemical industry—with all that it
represents in terms of skill and resources—
should sit around like a spoiled child while
the society cleans up its past mistakes. The
chemical industry agrees: they want to get
on with the job. I said earlier that industry
attitudes have changed, and this is a good
example. Most industrialists today under-
stand that environmental protection is good
business. Investments in pollution control
will not show as profits in the next quarter,
or the next year; but in the long run the
benefits in the form of a more supportive
public, a healthier work force, and pre-
served resources will be enormous.

This taking the long view is an essential
part of creating a more practical consensus
on the environment. Somehow we have to
create institutional frameworks that will
buffer our country's environmental commit-
ment from the two-year and four-year
cycles of the political world. It is sad that,
although many knowledgeable people agree
that our environmental laws need recasting
to reflect scientific and practical realities,
there is almost no chance of accomplishing
this in the current political climate. But
that climate must someday change, and in
that hope we are actively and aggressively
exploring ways of making our environmen-
tal statutes more consistent and effective.

When I spoke with you last, the message I
tried to convey was that the EPA did not
represent merely a red light for industrial
growth, but that it served a green light's
function too, in directing movement toward
the kind of society we all wanted, one in
which a healthy economy and environmen-
tal values coexisted. The metaphor is, I
think, still apt across more than a decade,
except that now we find ourselves at one of
those infuriating intersections where the
red, green and yellow lights are all on at
once. We must develop more efficient ways
of coming to a practical consensus in re-
sponse to new problems, or we are heading
toward a sort of societal gridlock. Nations
that can forge the requisite social unity will
have the road all to themselves. We must
get back on that road or be out of the race.

ORDER OF PROCEDURE

Mr. BYRD. Mr. President, will the
majority leader yield?

Mr. BAKER. Yes.

Mr. BYRD. Mr. President, will the
majority leader arrange for me to
retain the control of the leader’s time
on this side of the aisle under the
standing order for later today and pos-
sibly prior to the expiration of the
rule? I may have something to say
about Afghanistan at that point. It
would be out of order, if I did.

Mr. BAKER. Yes. Mr. President, I
ask unanimous consent that the time
allocated to the minority leader and
the time remaining, if any, to the ma-
jority leader under the standing order
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may be reserved for their use at any
time during the course of this calendar
day.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

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

Mr. BAKER. I thank the minority
leader.

Mr. President, I have nothing fur-
ther, and I, therefore, reserve the bal-
ance of my time. I yield the floor.

RECOGNITION OF SENATOR
PROXMIRE

The PRESIDING OFFICER. Under
the previous order, the Senator from
Wisconsin is recognized for not to
exceed 15 minutes.

WHY SURVIVAL DEPENDS ON
REDUCING STRATEGIC NUCLE-
AR WEAPONS BY 97 PERCENT

Mr. PROXMIRE. Mr. President, in a
recent article in Foreign Affairs, Dr.
Carl Sagan lays down an extraordi-
nary challenge to the world's nuclear
powers. Dr. Sagan argues that nuclear
arsenals are so immense today that if
only a relatively few were used in war-
time they might kill every survivor on
the planet. Why do these nuclear arse-
nals pose such a terrible threat to
human life on Earth? Because interna-
tional scientists, including Dr. Sagan,
contend that even a small fraction of
today's nuclear weapons would trigger
deadly, cold, dark radioactivity, pyro-
toxins, and ultraviolet light following
a nuclear war. The human species
would very possibly disappear. Dr.
Sagan’'s challenge is for the nuclear
powers to recognize this grim threat
and agree to drastically reduce the size
of present arsenals.

Dr. Sagan proposes an astonishingly
sharp reduction. He estimates that the
climatic catastrophe could take place
with the explosion of between 500 and
2,000 strategic warheads. He calls for
us to negotiate levels below the mini-
mum threshold—that is 500 strategic
warheads. Since strategic warheads in
the world’s nuclear arsenals now are
about 18,000 and at this time are on a
rapid rise, the Sagan challenge could
mean the elimination of 97 percent of
present strategic warheads, leaving
the nuclear powers with about 3 per-
cent of their present nuclear armed
strategic power.

Mr. President, there are at least two
powerful forces working against the
Sagan proposal. On the other hand,
there is one nuclear weapon develop-
ment working to make the Sagan pro-
posal practical. Working against a
drastic reduction in strategic nuclear
weapons is the powerful momentum of
a nuclear arms race that is now pro-
ceeding unrestrained, with no current
arms control talks underway between
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the superpowers. This country is pour-
ing $60 to $70 billion a year into a
headlong rush to win nuclear parity
everywhere with the Soviet Union and
build on our nuclear superiority wher-
ever we have it. The Soviet Union is
undoubtedly pouring at least as much
into its determination to achieve
parity where they believe the United
States has an advantage and to main-
tain its nuclear advantage wherever
they have it. Even if suspended arms
control talks between the superpowers
revive and achieve full success, they
would still fail to cap the nuclear arms
race, or even freeze the present dan-
gerous level of arms, let alone drasti-
cally reduce strategic nuclear weapons
as Dr. Sagan has asked.

The second obstacle to Dr. Sagan's
plea for a drastic reduction in nuclear
arms may be even more difficult. This
is the rapid fire spread of nuclear arms
to nations throughout the world. As I
pointed out on the floor a few days
ago, our military intelligence agencies
now tell us that within the next 16
years more than 30 nations will have
nuclear arsenals, including in many
cases strategic nuclear warheads,
unless we institute far more effective
antiproliferation policies. Mr. Presi-
dent, if the time comes when 30 or
more nations have nuclear aresenals,
you can kiss goodby to any dream of
reducing strategic nuclear warheads to
500 or less. And you can probably say
hello to the extermination of the
human species. It will be goodby from
all of us down here on Earth.

But there is one technological devel-
opment that suggests that there may
be some hope for Dr. Sagan’s plea in
spite of the awesome difficulties it
faces. When I last spoke on the floor I
called attention to an article by Gen-
eral Gallois and Mr. John Train that
points to the dramatic and potentially
drastic shift by both the Soviet Union
and the United States from strategic
nuclear weapons with immense fallout
and yield to pinpoint accurate nuclear
weapons—many of them tactical with
much smaller kilotonnage and strictly
limited fallout. This continuing and
decisive shift could conceivably make
the Sagan proposal much more practi-
cal. Both superpowers have immensely
improved the accuracy of their nuclear
weapons by factors ranging from 5 to
10. This much greater accuracy has
dramatically changed the nuclear war
options.

In the Gallois-Train thesis, the
Soviet Union recognizes that a strate-
gic nuclear exchange with the United
States would simply end in mutual sui-
cide. This thesis contends, however,
that nuclear weapons have now
achieved such an amazing degree of
accuracy that they can destroy mili-
tary targets utterly with little or no
damage to cities and with relatively
very few human casualties and none of
the catastrophic climate effects so viv-
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idly described by Dr. Sagan. Gallois
and Train hypothesize a Soviet tacti-
cal nuclear attack on NATO forces in
Europe. The attack would destroy all
NATO military capabilities but leave
the cities and the population intact. It
would do this by diminishing the
megatonnage of the nuclear weapons
to a few, in fact, a very few, kilotons,
with very little fallout and without
the consequent fires that would incin-
erate cities and kill millions of people.
Such a war—if it were contained at
this level—would not ignite the nucle-
ar winter. But it could accomplish sig-
nificant military objectives.

Is it conceivable that such a nuclear
war would remain tactical? Who
knows? Certainly both superpowers
today understand the uselessness of
any kind of war involving strategic
weapons. That is why deterrence is ef-
fective. But how about a world with
strictly limited strategic nuclear weap-
ons but bristling with highly accurate,
low-yield tactical nuclear weapons?
Would not such a world be at least as
dangerous as today's world and very
possibly more dangerous? Dr. Sagan
argues that if the nations of the world
agreed to limit strategic nuclear weap-
ons to less than 500, they could still
have an effective deterrence. This is at
best doubtful. And certainly if we
channel nuclear arms competition into
tactical nuclear weapons, nuclear war
would become far more likely, and es-
calation to strategic nuclear war very
hard, indeed, to contain.

Where does all this leave us? It
leaves this Senator with the conclu-
sion that a comprehensive nuclear
freeze, followed by a massive reduction
of all nuclear armaments, should
remain our prime objective.

Mr. President, I ask unanimous con-
sent that the summary of Dr. Sagan’s
article appearing in the winter 1983-84
issue of Foreign Affairs Quarterly be
printed in the RECORD.

There being no objection, the sum-
mary was ordered to be printed in the
REecoRrp, as follows:

SUMMARY

In summary, cold, dark, radioactive, pyro-
toxins and ultraviolet light following a nu-
clear war—including some scenarios involv-
ing only a small fraction of the world strate-
gic arsenals—would imperil every survivor
on the planet. There is a real danger of the
extinction of humanity. A threshold exists
at which the climatic catastrophe could be
triggered, very roughly around 500-2,000
strategic warheads. A major first strike may
be an act of national suicide, even if no re-
taliation occurs. Given the magnitude of the
potential loss, no policy declarations and no
mechanical safeguards can adequately guar-
antee the safety of the human species. No
national rivarly or ideological confrontation
justifies putting the species at risk. Accord-
ingly, there is a critical need for safe and
verifiable reductions of the world strategic
inventories to below threshold. At such
levels, still adequate for deterrence, at least
the worst could not happen should a nucle-
ar war break out.
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National security policies that seem pru-
dent or even successful during a term of
office or a tour of duty may work to endan-
ger national—and global—security over
longer periods of time, In many respects it is
just such short-term thinking that is re-
sponsible for the present world crisis. The
looming prospect of the climatic catastro-
phe makes short-term thinking even more
dangerous. The past has been the enemy of
the present, and the present the enemy of
the future.

The problem cries out for an ecumenical
perspective that rises above cant, doctrine
and mutual recrimination, however, appar-
ently justified, and that at least partly tran-
scends parochial fealties in time and space.
What is urgently required is a coherent, mu-
tually agreed upon, long-term policy for dra-
matic reductions in nuclear armaments, and
a deep commitment, embracing decades, to
carry it out,

Our talent, while imperfect, to foresee the
future consequences of our present actions
and to change our course appropriately is a
hallmark of the human species, and one of
the chief reasons for our success over the
past million years. Our future depends en-
tirely on how quickly and how broadly we
can refine this talent. We should plan for
and cherish our fragile world as we do our
children and our grandchildren: there will
be no other place for them to live. It is no-
where ordained that we must remain in
bondage to nuclear weapons.

TRIBUTE TO BRUNO BITKER

Mr. PROXMIRE. Mr. President, it is
with deep sadness that I announce the
death of Bruno Bitker, a long time ad-
vocate of racial harmony, social jus-
tice, and world peace. My deepest sym-
pathies go to his brave wife, Marjorie.

Bruno Bitker was one of the finest
public servants Wisconsin ever pro-
duced. He dedicated his life to the
strengthening of international organi-
zations. It was his belief that without
them, the world could not survive.

Bruno Bitker was the founding
chairman of the Governor's Commis-
sion on the United Nations, serving in
that capacity for nearly 20 years. He
was also a member of the U.S. Nation-
al Commission for Unesco, emphasiz-
ing his concern for educational, social,
and cultural achievements worldwide.
He helped form the World Peace
Through Law Center in Geneva, Swit-
zerland, served as an American dele-
gate to the International Conference
of Local Governments in Geneva in
1949, and to the First World Confer-
ence of Lawyers in Athens in 1963. He
was also a member of the American
Bar Association’s Committee on World
Order Through Law, and was a con-
sultant to the U.S. State Department.
Mr. President, the list goes on and on.

Bruno Bitker was a public servant in
the finest sense of the word. He has a
vision of a community of nations in
harmony with one another, and he ac-
tively strove to translate that vision
into a reality. He sought, more than
anything else, a better understanding
among peoples of the world.
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Bruno Bitker was also a humanitari-
an, and his service to the world as a
true champion of human rights should
be an inspiration to us all. From 1947
to 1956, Mr. Bitker was a leading
member of the Governor's Commis-
sion on Human Rights. He also served
as chairman of the Wisconsin Advisory
Committee to the U.S. Commission on
Civil Rights, and chaired the human
rights panel at the White House Con-
ference on International Cooperation
in 1965.

Bruno Bitker's extensive involve-
ment and devotion to the cause of
rights for all peoples continued with
his selection by President Johnson to
serve as a member of the President’s
Commission for the Observance of
Human Rights Year 1968. He served as
a member of that Commission’'s Spe-
cial Lawyers' Committee charged with
the important task of examining the
Senate’s treaty-making power involv-
ing human rights treaties. That same
year, Mr, Bitker served with distine-
tion as the American representative to
the U.S. International Conference on
Human Rights, held in Tehran.

Bruno Bitker was also a longtime,
leading advocate of the Genocide Con-
vention, and labored long and hard to
bring the treaty to the attention of
lawmakers and citizens. I am particu-
larly indebted to this man for the help
he has given to me in the attempt to
secure ratification of this important
human rights treaty.

We are not often blessed with the
presence of so outstanding a citizen
and human being in our lifetime.

Bruno Bitker left behind a legacy of
accomplishments, and a dream that
will never die. He once said:

Political entities are not eternal; like man-
made structures, they can crumble with pas-
sage of time. But ideals and ideas never die.
What is recognized through the Universal
Declaration of Human Rights are those
principles which are basic and essential to
man's well being. It is in the support of
these rights and in the dignity of every indi-
vidual that I have directed my thoughts and
my energies over the years.

Mr. President, the State of Wiscon-
sin, the Nation, and the world have
lost a peacemaker. Though we are sad-
dened with his loss, we are proud to
have known him, and the world is a
better place because of his presence.

THE TOWN WHICH STOOD
BOLDLY AGAINST THE HOLO-
CAUST

Mr. PROXMIRE. Mr. President, I
would like to bring to the attention of
the Senate today a small French vil-
lage, Le Chambon-sur-Lignon, and its
humble residents who heroicly defied
the Holocaust for the good of human-
kind.

What was their heroic task? They
concealed some 2,500 Jews and trans-
ported them to safety as the World
War II Nazis swarmed through central
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France seeking to eradicate Jews and
the underground. And the villagers did
this knowing full well that anyone
caught hiding Jews was subject to
arrest, deportation, and even death.

Le Chambon was the main way sta-
tion in an underground railroad span-
ning convents and farms from south-
ern France to Geneva. This small
town’'s revered clandestine effort was
led by Pastor André Trocmé and his
assistant, Edouard Theis. They col-
laborated with the American Quakers,
the Salvation Army, and Cimade, an
ecumenical service organization whose
sole mission was to help refugees flee-
ing from German occupation and per-
secution.

Other towns within a 50-mile
radius—as Protestant as Le Cham-
bon—did little to help refugees. Many
Frenchmen willingly hid Jews when
they happened by. But Pastors
Trocmé and Theis did more: They
asked the Quakers to send refugees
their way.

The courageous deeds of Pastors
André Trocmé and Edouard Theis and
the town people of Le Chambon
remind us of everyone's obligation to
shield each and every person in the
world from the scourge of persecution.
The Chambonese’s sensitivity to the
oppression of others is the sense of
justice which built our great Nation
and inspired the Constitution of the
United States.

It is clear that the Chambonese's
compassion and dedication to funda-
mental human rights reflects the
highest ideals of our own Nation.
Those sentiments dominate our own
Declaration of Independence, Consti-
tution, and Bill of Rights. It is also re-
flected in our diplomatic efforts time
and again.

Yet it is curious that while our diplo-
mats continue to champion the cause
of human rights—a truly American
coneept—the Senate seems unwilling
to follow their lead by ratifying
human rights treaties designed to es-
tablish these same principles as a fun-
damental part of international law.

Of the 40 human rights treaties
identified by the Library of Congress,
the United States has ratified only 10;
5 originating at the United Nations
and 5 originating at the Organization
of American States. Further, there are
seven other human rights treaties we
have signed but not ratified.

It is tragic that none of those 10—
not 1—is considered among the major
human rights treaties of the post-
World War II era. One of these major
human rights treaties is the Genocide
Convention—one of the seven which
we have signed yet not ratified, and
the first and foremost treaty of the
post-World War II era.

The simple purpose Genocide Con-
vention is to make the act of genocide
an international crime, whether com-
mitted during peace or war. The treaty
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defines genocide and seeks to punish
persons who commit this senseless act.

We can start to reverse our unsatis-
factory record in regard to human
rights treaties by following the merito-
rious example of the villagers from Le
Chambon who tried to safeguard the
fundamental rights of those persecut-
ed during World War II. Ratification
of the Genocide Convention will reas-
sert our leadership in the field of
human rights. We should not have to
wait for another Hitler to knock at our
door to realize the need for ratifying
the justice inherent in the Genocide
Convention, our first and principal
human rights treaty.

RECOGNITION OF SENATOR
KASSEBAUM

The PRESIDING OFFICER. Under
the previous order, the Senator from
Kansas (Mrs. KAsSSEBaUM) is recog-
nized for not to exceed 15 minutes.

S. 2589—ACQUISITION OF SUB-
STANTIAL ENERGY RESERVES
HOLDERS

Mrs. KASSEBAUM. Mr. President, I
am introducing a bill today dealing
with the current wave of oil company
mergers. This issue is one that should
be of great concern to all of us. It is a
consumer problem, an antitrust prob-
lem, and an energy policy problem. It
also directly affects the lives of the
employees involved.

The Senate has spoken on the issue
of merger moratoriums. I agree that
these mergers are not necessarily
harmful, but I feel we need more in-
formation. I am not here today to
reopen the moratorium debate.
Rather, the bill that I am introducing,
which is identical to the one intro-
duced by Congressman FLorio in the
House, addresses a specific problem
with the FTC's review of these merg-
ers.

As many of my colleagues know, the
FTC is charged with reviewing these
mergers for antitrust violations. They
currently have a very short time
period in which to decide what action,
if any, to take. When they identify
certain antitrust problems, they often
offer, through a consent agreement, to
forego bringing suit if the acquiring
company will sell the assets causing
the antitrust problems. My concern
here is that we have no way of know-
ing in advance whether the remedy
sought by the FTC—divestiture—will
be effective or not. If it should prove
impossible to sell the assets in ques-
tion, it would really be too late to stop
the merger. The companies, by that
time, would be fully integrated. It
would be very difficult to persuade
any court to unscramble a merger at
that point.




9808

The bill I am introducing today
would simply require the prospective
merger partners to hold themselves
separate until any required divesti-
tures have actually been accom-
plished. To me, this is simply the only
sensible way to approach such a
merger. The Federal Government
should not be in the position of ap-
proving these mergers without know-
ing what the final product will look
like. We must be able to assess the ef-
fectiveness of the remedy before pro-
nouncing the patient cured.

This bill would not stop any mergers
nor cause any to be undone. It would,
however, restore some sanity to the
Government review process for major
energy mergers. The public deserves a
thorough and effective review to make
sure no antitrust violations have oc-
curred. This bill would allow such a
review. I urge my colleagues to join me
in support of it.

Mr. President, I ask unanimous con-
sent that the text of the bill be print-
ed in the RECORD.

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

S. 2589

Be it enacted by the Senale and House of
Representatives of the United States of
America in Congress assembled, That (a)
the Federal Trade Commission Act is
amended by redesignating section 25 as sec-
tion 26 and inserting after section 24 the
following new section:

“Sec. 25. (a) A consent agreement pro-
posed by the Commission, a consent decree
proposed for submission to a court of com-
petent jurisdiction, or an order issued by
the Commission or a court with respect to
an acquisition of a substantial energy re-
serve holder which provides for the divesti-
ture of any part of the assets of the sub-
stantial energy reserve holder or of the
person acquiring such holder may not
become final before the required divestiture
has been approved by the Commission or
the court. If the divestiture required by a
decree, agreement, or order is not approved,
such decree, agreement, or order may be re-
scinded by the Commission or court and an
action or proceeding may be initiated to
obtain appropriate relief, including requir-
ing the person making the acquisition to sell
the substantial energy reserve holder as a
single entity to an approved person or per-
sons if there is a finding that such acquisi-
tion was in violation of law.

“(b) If a substantial energy reserve holder
is acquired in an acquisition to which sub-
section (a) applies or if such a holder is ac-
quired and an action or proceeding has been
commenced on or after January 1, 1984, by
other than a private party to declare the ac-
quisition a violation of this Act or an Anti-
trust Act, the substantial energy reserve
holder shall be maintained as a separate
viable business entity, its assets shall not be
commingled with the person making the ac-
quisition, and the person making the acqui-
sition may not elect more than 20 percent of
the board of directors of such holder until
(1) 60 days after the date the consent agree-
ment, consent decree, or order relating to
the acquisition becomes final, or (2) if the
final agreement, decree, or order does not
require divestiture, the date the agreement,
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decree, or order becomes final. If an action
or proceeding to declare the acquisition un-
lawful has been commenced and if it ap-
pears that such action or proceeding may be
protracted, the Commission or the court
may, upon request of any party to the ac-
quisition with respect to which such action
or proceeding is initiated, modify or termi-
nate the application of the requirements of
this subsection if it finds that such modifi-
cation or termination is in the public inter-
est.

“(e¢) For purposes of this section—

“(1) the term ‘substantial energy reserve
holder' means any person who, individually
or together with his affiliates, owns or has
an interest in, 100 million barrels or more of
proved reserves of crude oil, natural gas lig-
uids equivalents, or natural gas equivalents
worldwide, as reported in such person's
most recent report to the Securities and Ex-
change Commission pursuant to the re-
quirements of the Financial Accounting
Standards Board Statement Number 69; and

“(2) the term ‘acquisition’ includes the ac-
quisition of control of a substantial energy
reserve holder through the purchase of
voting securities or assets, or both.

*“(d) The requirements of subsections (a)
and (b) do not apply to consent agreements,
consent decrees or orders of a court which
are proposed or issued in connection with an
action brought by a private party.”.

(b) Section 25 of the Federal Trade Com-
mission Act, as added by the amendment
made by subsection (a), shall apply with re-
spect to consent agreements proposed on or
after January 1, 1984, by the Federal Trade
Commission, consent decrees proposed on or
before January 1, 1984, for submission to a
court, and orders issued by a court or the
Federal Trade Commission on or after Janu-
ary 1, 1984, respecting the acquisition of
substantial energy reserve holders, except
that the requirement of subsection (b) of
such section respecting the electing of board
of directors shall only apply with respect to
agreements or decrees proposed after the
date of the enactment of this Act or orders
issued after such date.

SEc. 2. Subsection (e) of section TA of the
Act of October 15, 1914 (15 U.S.C. 18(a)) is
;mended by adding at the end the follow-

g:
(3) The Federal Trade Commission or
the Assistant Attorney General, in its or his
discretion may extend the 30-day waliting
period (or in the case of a cash tender offer,
the 15-day waiting period) specified in sub-
section (b)1) of this section or extended
under paragraph (2) of this subsection for
an additional period of not more than 60
days if the net sales or total assets of the
person proposed to be acquired exceed
$2,000,000,000..

BUDGET FREEZE

Mrs. KASSEBAUM. Mr. President,
along with the Senator from Iowa
(Mr. GRAssLEY), the Senator from
Delaware (Mr. BipEn), and the Sena-
tor from Montana (Mr. Baucus), I will
be sponsoring legislation to freeze all
Federal spending across the board for
1 year. We anticipate offering such
legislation as a substitute amendment
for the Senate Republican leadership
deficit downpayment plan.

Mr. President, at present we are con-
vinced of a strong economic recovery.
Figures in this morning's paper indi-
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cate the new first quarter figures of
the CPI at a 0.2-percent increase. I
think it is a healthy figure. I believe
this is an important time for us to take
this type of budget approach.

Mr. President, as we are all painfully
aware, over the past 3 years, the issue
of Federal budget deficits has con-
sumed more time and occasioned more
debate than any other subject to come
before the Senate.

Since January 1981, we have debated
and adopted three budget resolutions.
We have also deliberated the merits of
three budget reconciliation bills—two
of which were enacted; the third is
currently pending action. In addition,
we have passed two major tax acts and
a number of lesser revenue measures.
We now have deficits in excess of $200
billion a year.

Mr. President, something is clearly
wrong. Our existing approach to defi-
cit reduction must be reexamined in
light of the highly unsatisfactory re-
sults we continue to achieve.

At present, we are in the midst of a
strong economic recovery. We have a
unique opportunity, I think, to take
effective, decisive, credible action
against the structural imbalances in
the Federal budget which are generat-
ing huge—and growing—deficits. The
time we have in which to act, however,
is not unlimited. This recovery will not
last forever.

An immediate 1-year spending freeze
will provide time for the development
of a long-term solution to structural
deficit problems without further ag-
gravating the situation. In addition,
such a freeze would provide the finan-
cial markets with the first credible evi-
dence in over 2 years that Congress is
serious about deficit reduction.

Let there be no misunderstanding
about the consequences of Congress
failing to seize this opportunity. If we
fail to act this year—when the econo-
my is strong and inflation is under
control—we shall reconvene next year
under less favorable conditions.

If we are unwilling to address budget
reform when inflation is below 5 per-
cent, we are choosing—by our inac-
tion—to address COLA's and health
care cost containment at a time and in
a fashion that is guaranteed to cause
massive economic and political pain.
COLA reform in the face of double-
digit inflation is not a pleasant pros-
pect.

By the same logic, and for the same
reasons, the time to address defense
spending and revenues is also—not
next year, or 1987—but now. To those
who argue that spending for national
defense is not a luxury, I grant the
point. In response, however, I add that
indifference toward the destruction of
the economic base on which military
power must depend is shortsighted-
ness of the first order. If we do not
begin now to voluntarily rationalize
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the surge of military spending in
which we continue to indulge, econom-
ic deterioration will leave us no choice
in the matter. We can either choose to
provide for controlled growth of Pen-
tagon spending now, or we shall be
forced—out of economic necessity—to
accept drastic reductions in the future,

Providing for an adequate national
defense is an absolute necessity. On
that issue there can be no question.
The question we must ask ourselves,
however—independent of the question
of protecting the economic base on
which funding for defense depends—is
a question of magnitude. If we are not
providing an adequate national de-
fense through average annual real in-
creases in defense spending of 8 per-
cent since 1980—are we spending too
little or are we securing too little de-
fense for what we spend? In all
candor, I suggest that $264 billion—
the amount we are spending for de-
fense this year—is not an inconsequen-
tial sum. If we cannot provide for an
adequate national defense by adding
another $264 billion on top of that in
fiscal year 1985, our future is bleak
indeed.

Freezing the budget is a drastic step.
That is a fact that I do not deny.
Many have called it simplistic. My
hope for favorable consideration of
this proposal is twofold. First, I believe
many in this body are beginning to re-
alize the necessity for drastic action;
and, second, the equity of sacrifice in-
herent in an across-the-board freeze
affords the proposal political accept-
ability. Americans are willing to sacri-
fice for a cause if that sacrifice is con-
sidered fair and the intended result is
deemed worthwhile.

Failure to enact legislation requiring
reasonable sacrifice now will mean we
must mandate severe, forced sacrifice
in the future. Current signals about
the future of both interest rates and
inflation are ominous. The prime rate
recently has increased twice during
the past 3 weeks.

The financial markets are looking
for a tangible sign that Congress is se-
rious about deficit reduction. As the
climb in interest rates attests, so far
they have not received it.

The Republican leadership agree-
ment with the White House was greet-
ed by Wall Street with a reaction that
William Melton, vice president of In-
vestors Diversified Services, said
“could best be described as cynical.”

Little wonder. This marks the fourth
year running that Congress has an-
nounced a major 3-year, deficit-redue-
tion package with declining deficits.
The leadership plan follows the past
pattern of savings heavily weighted
toward the third year with steadily de-
clining interest rates and stable infla-
tion.

Financial managers have seen the
results of multiyear plans and have
greeted the deficit downpayment plan
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accordingly. Samuel Thorne, senior
group vice president of Scudder, Ste-
vens & Clark, said the package was
void of any major significance and
added, “The market seems to think
this is just some kind of ceremonial
dance.”

Henry Kaufman, chief economist of
Salomon Bros., responded to the lead-
ership plan by remarking that he had
seen nothing to suggest that the
upward drift in interest rates would be
reversed or tempered. What Henry
Kaufman and friends are telling us is
that the markets have fully discount-
ed business as usual in the Nation's
Capital.

It seems to me, Mr. President, that it
is time to really decide whether we are
going to continue to finesse our deficit
problems or if we really are ready to
address them.

Unless we act decisively—and act
soon—on deficits, interest rates are
going to produce dramatic long-term
problems. They are going to choke off
borrowing for residential and commer-
cial property, new construction, auto-
mobile purchases, and, perhaps some-
thing I feel most keenly, being a Sena-
tor from Kansas, agricultural produc-
tion. Farmers, who have yet to recover
from the recession, will be forced to
liguidate in record numbers in the
event of a new runup in interest rates.

If interest rates average just 2 per-
cent higher than we are currently pro-
jecting over the next 5 years—and we
are projecting steadily declining
rates—the cumulative increase in the
deficit will be almost $200 billion; $60
billion of that increase would occur in
1989 alone. The 1-year increase of $60
billion is greater than the entire 3-
year spending reduction savings con-
tained in the leadership's deficit down-
payment plan.

If we are to avoid such an eventuali-
ty, we must make some tough political
as well as economic choices. Those
choices cannot be made in an atmos-
phere of partisan recrimination.

Mr. President, let me conclude by
saying that I believe this body has his-
torically risen above partisan politics
in times of crisis. On such occasions,
the collective wisdom of the Senate
has been manifest in the individual de-
cisions of a majority of its Members to
act decisively—and act independent of
party affiliation for the good of the
country. In that tradition, I appeal to
my colleagues to seize this opportuni-
ty. Deficit reduction is imperative.

RECOGNITION OF SENATOR GRASSLEY

The PRESIDING OFFICER. The
Senator from Iowa is recognized.

Mr. GRASSLEY. I thank the Chair.

Mr. President, I compliment the
Senator from Kansas for her out-
standing remarks and the brave stand
she is taking on this issue this year. 1
want to say to my colleagues that the
Senator from Iowa, the Senator from
Kansas, the Senator from Delaware,
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and the Senator from Montana are
original cosponsors of this effort to
freeze the budget, to get our deficit
under control. I thank each of my col-
leagues just mentioned for joining in
this effort. Their help in individual
ways has been invaluable in bringing
to the public’s attention and the atten-
tion of this body a real alternative, a
viable alternative, to the morass of
budget difficulties and deficit prob-
lems that the Federal Government is
mired in because past Congresses have
not been willing to take daring stands
on getting the Federal budget under
control.

I think if the Members of this body
would look at the political philoso-
phies embodied in the individual be-
liefs of the Senator from Iowa, the
Senator from Kansas, the Senator
from Delaware, and the Senator from
Montana, they would see all shades of
political opinion unified behind this
approach. I think that speaks for
itself. But also the statement by the
Senator from Delaware that this is the
most responsible stand he has taken
on any issue in the period of time he
has been in the Senate I think speaks
to the necessity for each of the other
99 of us to look at how serious the
problem is and how a review of that
problem then ought to dictate that
each one of us take very dramatic
action.

This is the third year that I have
been involved in a proposal to freeze
the succeeding year’s level of expendi-
ture at the present year. Three years
ago, too many of my colleagues said,
“Well, we do not need to do anything
like that because as we look out 5
years, we will have deficits down to
about $40 or $50 billion.”

Well, obviously that did not materi-
alize.

Two years ago I was told that this
approach was not needed because we
had declining budget deficits for each
year in the 5 outyears that would take
us down to $70 or $80 billion of defi-
cits. And so the proposal got no atten-
tion.

We are being told by some this year
that the alternative that comes from
the “rose garden” is a solution to our
problems because as we look out 5
vears we will have declining deficits
ending in $120 billion deficits in 1989.
On the other hand, the partnership of
the Senator from Iowa, the Senator
from Kansas, the Senator from Mon-
tana, and the Senator from Delaware
would suggest there is a growing
number of people beyond just this
Senator, the Senator from Iowa, that
believes there needs to be something
more dramatic done. And so we are
proposing, the four of us, this very
dramatic alternative of freezing the
budget in 1985 at the 1984 level.

For 3 years we could have taken dra-
matic action, and we did not. The situ-
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ation has gotten worse. Hopefully, we
learn from the mistakes of the past.
The philosopher George Santayana
said that those societies that do not
know about the mistakes of the past
or learn from them—and I am para-
phrasing—are bound to repeat the
mistakes of the past.

So in that vein I am asking each of
my colleagues to look at what our
track record has been, and then under-
stand the philosophy behind the 1-
vear freeze and the necessity for it.
What has happened is that the situa-
tion is always worse than we antici-
pate. I am suggesting to the backers of
the “rose garden” proposal that it is a
dream to think that we can end up in
1989 with just a $120 billion deficit.
That is too much business-as-usual.
What we must do is send a dramatic
signal that it is no longer business-as-
usual on the Hill or in Washington.
We have to realize that the Christmas
season is behind us. We have to realize
that the congressional Santa Claus is
now dead, buried, and breathless
under a mountain of deficits now $200
billion for 3 years in a row as we
project if we do nothing. As Christmas
is over, the love feast of the valentine
season is beyond us and we are right
now, the last week in April, in the
season of the resurrection, the new
life, and there ought to be some new
ideas coming forth. If there are better
ideas to look at than the freeze pro-
posal, with a $23 billion lower deficit
than the other proposal that is laid
before this body, I am willing to look
at that proposal. But there have been
none proposed that gives an opportu-
nity to dissect what the problem is
with the various programs that have
led us to a $200 billion deficit; an op-
portunity to make changes and to
bring reform, and an opportunity then
in future years to budget in the reality
of the real world.

What I have said heretofore is how I
approach this matter philosophically,
but I also want to approach it in a
very practical manner and take time
during this special order to lay out
what I think are some of the real
problems.

Mr. President, the current fiscal pre-
dicament is a symptom of a process
gone berserk. There is abundant evi-
dence to suggest we are racing toward
the edge. I would like to have you con-
sider the sensitivity of the situation.
Baseline deficits are projected to sur-
pass $300 billion by 1989. In that sce-
nario, as the good Senator from
Kansas pointed out, interest rates,
amazingly, are projected to decline if
we do nothing; but as she said, that is
not going to happen. If interest rates
remain level, I want to hypothesize,
over the next 5 years, instead of de-
clining, the fact is a $300 billion deficit
would become then a $400 billion defi-
cit. Bven worse, if interest rates rise
from the current level, the 1989 base-
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line deficit would approach $500 bil-
lion.

Over the period of 1984 to 1989, the
gross national product is projected to
rise by an average real growth rate of
4 percent. But if the average real
growth rate is just 1 percent less, just
1 percent less on the average than our
projections, the 1989 baseline deficit
would top $400 billion. If there is any-
thing we do know for sure, it is that
baseline deficits projected out to 1989
are much higher than we are being
told either by CBO, OMB, or whomev-
er. Who in the world believes that we
will have T straight years of 4 percent
growth or 3.8 percent real growth
without a downturn if we do nothing
between now and 1989 to lower the
deficits? And who in the world believes
that short-term Treasuries will decline
over the next 5 years if we do nothing
between now and 1989 to lower the
deficits? Yet these unrealistic assump-
tions are part of our budget baseline.
They rose color the magnitude of the
problem we face in those outyears. A
$300 billion baseline deficit for 1989 is
absurdly optimisticc The markets
know this. OMB knows this. CBO
knows this. In fact, we all know this.
Then we must question why do we pre-
tend that it is not the case?

The problem with the way we cur-
rently do things is that we always
delude ourselves with rosy expecta-
tions. We overestimate the amount of
available resources out into the future,
and that allows us to make less-disci-
plined decisions on spending. We
simply bite off more than we can
digest. When the resources do not
come in as planned, we get deficits, big
deficits.

Pretty soon, the Congress is going to
figure out that the real cause of these
deficits is planning incompetence.

I think this is the best argument to
be made for doing only a 1-year
budget, until we can figure out what
we are doing.

Our budget freeze proposal is in-
tended as an initial step to address an
unfolding fiscal crisis. It is an attempt
to slow down the momentum of uncon-
trolled deficits. It is a response to a
perception that the problem is much
more severe than current wisdom will
allow.

The bipartisan freeze is a 1-year
budget. All budget savings are up
front, in the only binding year, under
the law, the first year. There is no
smoke, there are no mirrors, there is
no blue sky, there is no rosy scenario,
there are no overly optimistic assump-
tions of future-year decisions by which
we will repeat past mistakes this year
if we do not do something about it.

The distribution of savings in the
first year under the bipartisan freeze
is completely balanced. No other
budget even comes close. There are
equal savings in defense, entitlements,
and revenues. And the fiscal year 1985
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deficit is reduced by about $40 billion
from the CBO baseline.

The bipartisan freeze asks each pro-
gram, department, or individual to get
by next year with the same level of
income as this year. It is simply this:
If we can get by for 3656 days during
1984, can we not, in the same pro-
grams, out of necessity to reform, get
by for just 365 more days during 1985?

It is a shared sacrifice. It is fair. And
it would provide us time to sort out
the fundamental causes of our predic-
ament. Any program or department or
institution, including Congress, that
claims it cannot cope with a 1-year
freeze should take a serious look at its
internal planning structure.

Any planning structure that re-
sponds to real-world circumstances
with resistance and rigidity will only
transform an otherwise curable prob-
lem into a critical one, and that has
been the situation for the last several
years.

Mr. President, structural disorder in
the Federal Government is the driving
force behind the deficit problem we
face. Deficits in and of themselves are
not the real problem. They are merely
symptoms, warnings, a barometer of
the structural disorder. It is that
structural problem that we must get a
handle on if we are to gain control of
the deficits.

The spending process is driven by a
subsidizing of cost. The bureaucrat is
promoted on the basis of how much of
a budget he can raise. The industry,
producing for or servicing the Federal

Government, receives a profit as a per-
centage of cost—an undeniable incen-
tive for cost growth in any program.
And the politician is reelected by

making everyone happy; that Iis,
spending more money. The politician
puts the spending process on automat-
ic pilot, and then hides the outyear
consequences by using a rosy future
scenario.

The bottom line is that the dynamic
of the spending process assures us that
we will never have enough money to
cover what is in the budget. The use of
optimism in predicting resources as-
sures us that we will never have
enough revenues. And the path of
least resistance then leads us auto-
matically, as it has for the last several
years, since the last budget surplus in
1969, to ever-increasing and ever-in-
flated deficits.

We have a chance to do something
this year, Mr. President, before we vol-
untarily take the plunge. We can act
right now to prevent a crisis. We can
adopt this budget freeze proposal this
year, and get down to the task of re-
structuring the process. And we can
give the current recovery a real chance
at long-term survival.

Or, or course, we can leave the proc-
ess on automatic pilot, sweep its long-
term consequences under a bed of
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roses, and volunteer ourselves as hos-
tages to what will unfold.

Mr. President, I am pleased to be
working toward solving these prob-
lems, in the spirit of bipartisanship,
with my friend and colleague from
Kansas, Senator KassepauM, and my
two friends from across the aisle, Sen-
ators BipEN and Baucus. It is my hope
that Congress will take this very re-
sponsible and necessary step this year
to prevent serious fiscal disorders that
are sure to come.

RECESS UNTIL 2 P.M.

The PRESIDING OFFICER. Under
the previous order, the Senate will
now stand in recess until 2 p.m.

Thereupon, at 12:46 p.m., the Senate
recessed until 2 p.m.; whereupon, the
Senate reassembled when called to
order by the Presiding Officer (Mrs.
KASSEBAUM).

ORDER OF BUSINESS

Mr. BAKER. Madam President, at
this point two Senators are entitled,
under the order previously entered, to
claim their special order time, to wit:
Senators Baucus and BIDEN.

I yield the floor so that the Senators
may claim their special order time.

RECOGNITION OF SENATOR
BIDEN

The PRESIDING OFFICER. Under
the previous order, the Senator from
Delaware is recognized.

Mr. BIDEN. Madam President, I ask
unanimous consent that the order for
the special order be changed so that I
may precede Senator BAucus.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

BIPARTISAN BUDGET FREEZE

Mr. BIDEN. Madam President, I am
not sure that I am going to take the
full 15 minutes allotted me under this
special order. The subject which I rise
to speak to this afternoon is the same
subject that our colleagues, Senators
KasseeauM and GRASSLEY, spoke to
earlier; that is, within the next 12 to
18 months this country will face an
economic and political crisis of ex-
traordinary proportions if Congress re-
fuses to take decisive action on the
deficits that we face.

That is why some of my colleagues
and I are proposing what is referred to
as the bipartisan budget freeze which
will stop the runaway deficits in their
tracks. Why do I believe we face such
a major crisis? Let me just review for a
few moments what I consider to be the
economic facts of life that allow no
other interpretation.

We have been running huge deficits
for 5 years, and now we are clearly
headed for continued huge deficits as
far as the eye can see. We have
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emerged from what may have been
the worst recession since the 1930’s,
but we have emerged with incredible
major economic weaknesses. We con-
tinue to have very high interest rates.
Notwithstanding the economic recov-
ery, interest rates historically remain
high in real terms; that is, the differ-
ence between the rate of inflation and
the cost of money. That is the real in-
terest rate. And the second major eco-
nomic weakness is that we have
emerged from the recession with an
unprecedented trade deficit; and,
third, unlike other post recession peri-
ods, we face an ever-escalating Federal
deficit.

These are intimately related prob-
lems and they spell disaster ahead. If
we do not take immediate, important
action on these deficits, we will have
lost the opportunity to stem them and
their serious consequences. We are ex-
periencing a dramatic recovery, at
least in part, because of the massive
stimulative effect of hundreds of bil-
lions of dollars of deficit spending. Is
it not somewhat ironic that it was
policy that brought on these deficits
that we call supply side? And supply
side was in effect a direct refutation of
Keynesian economic theory, yet in
fact what we have, what we are ob-
serving is a classic Keynesian recovery.
We are deficit spending our way out of
recession.

In addition to that, we expected, we
were told by our supply side disciples,
that we were, in fact, through the
major tax package the President pro-
posed going to see all of this new in-
vestment in plant and equipment;
that, in fact, that was going to bring
about a major change in the way in
which the economy functioned; and,
that we were going to have to look to a
recovery that was a consumer-led re-
covery.

What is leading us out of the reces-
sion? It is all of those folks sitting up
in the gallery. Those are the ones
leading us out of the recession. They
are the ones out there spending their
money. They are going out there and
buying. They are, in fact, borrowing
and buying. They are buying cars, re-
frigerators, and the like, and I would
argue some of them in an anticipatory
sense because they figure if they do
not do it now, it is going to be worse 6
months from now with inflation. It is
going to be worse 6 months from now
with interest rates. So they had better
do it now.

Yet we continue to talk about supply
side economics. As interest rates move
upward, I believe we will see the recov-
ery being choked off. At the same time
we will be heading toward higher in-
flation. We may well be heading back
to the same combination of weak eco-
nomic activity and high inflation that
haunted us in the 1970’s.

What others say about the outlook
for the economy is also interesting.
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Perhaps the most important econo-
mist in Washington is the Chairman
of the Federal Reserve Board, Paul
Volecker. During our budget hearings I
asked him “Can economic recovery be
sustained in 1985 if we do absolutely
nothing about the deficit * * *?”
Chairman Volcker responded that, of
course anything is possible, but that in
such a situation “the risk of accidents
* * * multiply.”

He went on to expand on this theme
saying, “These accidents could grow
out of the international financial situ-
ation; they could arise out of the for-
eign equation. They could arise out of
the market anticipating pressures and
pushing interest rates up higher than
those models suggest, and causing an
interruption in economic activity.
Those risks increase over a period of
time .- W

Translated to everyday language
that I understand as a plain old
lawyer, that means if we do not move
drastically, interest rates are going to
g0 up, economic recovery is going to
come down, and we are going to find
ourselves in a real dilemma.

The Director of the Office of Man-
agement and Budget is not willing to
stand behind the continued health of
the economy either. In a Senate
Budget Committee hearing on Febru-
ary 2, he said:

But for the years beyond fiscal year 1985,
we have very clearly stated that much more
needs to be done, that deficits that remain
at 180 or more for sustained periods of time,
are not acceptable, and that we will be back
with additional recommendations next year.

So the whole economic path, out through
1989, in this budget is dependent on (A), a
down payment this year, so that 1985 is
$180 billion or below, and a major improve-
ment next year, and the succeeding years,
so that by 1988 the deficit would be under
two percent of GNP, or in dollar terms, at
least under $100 billion.

Neither of these men, Madam Presi-
dent, wants to overstate the economic
danger ahead. In fact, I suspect that
both of them have understated it for
obvious reasons. Large and immediate
deficit reductions such as those pro-
posed by the Senator from Montana,
the Senator from Kansas, and the
Senator from Iowa, Senator GRASSLEY,
the so-called bipartisan budget freeze,
I believe, can give the markets a hope
for the future that they will not other-
wise have. The financial markets do
not want outyear promises which in
fact all the other plans rely upon.
They have been down that course
before, my fellow colleagues. They un-
derstand the promise by the President
and the Congress that although we
are not going to do anything big this
year about the deficit, we will do it
next year, and then the following year
we will even do more and the following
year we will even do more.

See what happens? They believe
what they see and what they see is the




9812

needed action that the House, the
Senate, and the President are willing
to take. Our bipartisan freeze is imme-
diate, unequivoecal. There is no mis-
take about it. If, in fact, it is passed,
the savings are real and you see them.
You do not have to worry about prom-
ises.

Madam President, as I said before, a
large and immediate deficit reduction
such as that proposed in the biparti-
san budget freeze can give the markets
a hope for the future that they will
not otherwise have. The financial mar-
kets do not want outyear promises
which is all the other major plans give
them. They want to stop the growth
of deficits now. The leadership plan
deficit in fiscal year 1987—after imple-
menting a 3-year plan—is $203.5 bil-
lion. That is $41.5 billion higher than
under our 1-year freeze. Our lower def-
icit of $162 billion in fiscal year 1987
flows only from the 1-year freeze, with
no further outyear action.

Mr. President, I ask unanimous con-
sent that two tables comparing the
major budget proposals be printed at
this point in the RECORD.

There being no objection, the tables
were ordered to be printed in the
RECORD, as follows:

DEFICIT REDUCTION PLANS COMPARED, FISCAL YEARS
1984-87 (USING CBO ESTIMATES) !

[in billions of dollars]

Senate

Demo-
cralic
plan

Total deficit reductions {total
outiay savings plus

us IR

=4y - L

=39 =16

AT

-8
+49
181

—68
+81
169

1987 deficit ..

1 Totals notmummm?
=F|gumngnot' fiscal year 1984 savings.
Igam—?rw by: Minority Staff, Senate Budget Committes, April 25,

DEFICIT REDUCTION PLANS COMPARED, FISCAL YEARS
1984-87 (USING REPUBLICAN ACCOUNTING) *

Kasse-
baum-

oo

-121
—fl

o ] -3

—12 —212
Revenue increases . +48 481 +30
1987 defict.........ccomcmcee. 204 169 162

! Totals may not add due o -
® Figures do not include fiscal year Savings.

msl:le.—-l‘rw by Minority Staft, Senate Budget Committee, Apel 25,
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Mr. BIDEN. We must give the finan-
cial markets the reality of a $41.5 bil-
lion lower deficit in fiscal year 1987.
We must also give them the decisive
action this year that will lead to fur-
ther decisive action in 1985. If we do
not, then the upward march of inter-
est rates and inflation will most likely
bring down the economic house of
cards that we have erected upon defi-
cits.

Such an event will mean misery for
untold millions of people. Just that
single fact alone is sufficient reason
for moving to take action on deficits
now. The risk of another recession—
the third in 6 years—is both unneces-
sary and irresponsible.

But for the purposes of our budget
debate today, let us look at just the
budget impact of such a grim econom-
ic scenario. The pressures to act on
deficits will be irresistible. And the
call will be for dramatic action. And
that will be the point at which we may
well see the devastation of all of the
Federal activities—defense and nonde-
fense—that are essential to our surviv-
al as a great nation. We will not be
faced with a freeze on defense, we will
be talking about real reductions. We
will not be talking about 1 year with-
out COLA's—we will be talking about
many such years and quite possibly
cuts into current benefits. We will be
talking about major cuts in virtually
every area of Federal activity.

But actually, we do not need to spec-
ulate on what those reductions will be.
The hidden agenda so often referred
to is not really all that hidden. Let me
just give you a few examples.

Let us take a look in the budget doc-
ument first. On page 3-12 appears the
following:

Given the pending solvency crisis in medi-
care, excessive annuity levels embodied in
Federal pensions, and the potential for fur-
ther reform of benefit indexing mecha-
nisms, it is apparent that opportunities for
such savings do exist.

There is next year's budget agenda
in one sentence: Cuts in medicare, cuts
in Federal pensions, cuts in indexing
for social security and other indexed
programs. That is what we will see
next year. The administration’s
budget proclaims it.

In his prepared testimony before the
Senate Budget Commitiee, which was
not delivered, Budget Director Stock-
man listed areas for budget cutting
next year, not this year. Here they
are;

Farm Price Supports.

Student Aid and Higher Education.

Veterans Health Care System Efficiencies
and Improvements.

Medical Entitlements (Medicare and Med-
icaid).

Federal Military and Civilian Retirement
Pensions.

Federal Civilian employment.

Improved Federal procurement.

Special interest economic subsidies
(including subsidies in the following
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areas: inland waterways, air traffic
control system, Coast Guard, deep
water ports, rural electric and tele-
phone cooperatives, local mass transit
systems, maritime operators, fees for
use of Federal parks and lands, eco-
nomic development subsidies through
EDA, HUD, FmHA, Corps of Engi-
neers, and the Tax Code.

The only thing not covered in these
statements is Defense. But there is no
reason to believe that it can escape un-
scathed in such an atmosphere. In
fact, history suggests that it will be se-
verely cut and we will be into the same
feast or famine situation that has
harmed our defense efforts in the
past.

Mr. President, I ask unanimous con-
sent that the portion of Mr. Stock-
man’'s prepared testimony for the
Senate Budget Committee on Febru-
ary 2, entitled “Eight Possible Areas
for Future Structural Reform and
Major Budget Savings” be printed at
this point in the REcorb.

There being no objection, the ex-
cerpt was ordered to be printed in the
Record, as follows:

EIGHT POSSIBLE AREAS FOR FUTURE STRUC-
TURAL REFORM AND MAJOR BUDGET SAVINGS

(By David A. Stockman)

While major strides in budget control
have been achieved over the past three
years, it should not be concluded that all
savings possibilities have been exhausted.
Some programs such as agricultural price
supports and student aid have escaped the
general regime of fiscal restraint since 1981
and must now be firmly curtailed. Consider-
ation of other major reform candidates—
such as military and civilian retirement—
has been deferred, but these programs must
be subjected to fundamental scrutiny and
revision next year. Finally, the Grace Com-
mission report contains literally hundreds
of suggestions in the areas of federal over-
head reduction, procurement reform, and
unjustified economic subsidies which, after
further analysis and refinement, can be ex-
pected to generate substantial savings pro-
posals for next year’s budget.

In particular, the following eight budget
categories illustrate the opportunities for
significant future savings beyond the limit-
ed measures proposed in the 1985 budget. In
most cases, the detailed analysis necessary
to estimate savings and justify proposed
policy changes is still underway—with much
work yet to be done. Nevertheless, they il-
lustrate both the major opportunities as
well as the kind of hard choices which will
face the Administration and Congress next
year in what must be a full-throttle effort
to close the budget gap, if economic recov-
ery is to be sustained.

(1) FARM PRICE SUPPORTS

As is shown below, the 1981 farm bill will
result in the highest constant dollar net
outlays of any 5-year period in recent histo-
ry. Fortunately, this counter-productive law
expires beginning with the 1986 crop year.
This presents an opportunity for major sav-
ings beginning in FY 1987 if a more market-
oriented price support and subsidy program
can be fashioned next year. The current
wide gap between out-of-pocket production
costs and price support and target levels
must be substantially closed if costly sur-
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pluses and major commodity market imbal-
ances are to be avoided in the second half of
the decade:

POTENTIAL FOR FARM PRICE SUPPORT AND SUBSIDY
SAVINGS: CONSTANT DOLLAR COSTS OF 1981 FARM BILL
COMPARED TO PRIOR PERIODS

[Dollar amounts in billions of constant 1985 dollars)

1962-66..
1967-71..
1972-76..
1977-81..

1962-81 M‘ge
1981 farm bill, 1982-86......

(2) STUDENT AID AND HIGHER EDUCATION

Between 1970 and 1978, constant dollar
federal support for student aid and higher
education increased from $3.6 billion to $5.5
billion or about 53%. This substantial rise in
real spending levels was generally consistent
with the 80% constant dollar increase in
overall domestic spending, excluding social
insurance and low-income entitlements,
which occurred during this same period.

Since 1978, however, constant dollar
spending for non-entitlement domestic
spending has declined markedly as shown in
the table below. By contrast, 1984 enacted
student aid and higher education constant
dollar outlays will be 46% higher than 1978
and only slightly below peak levels reached
in 1981 ($8.3 billion). Thus, this category of
the budget has escaped the general re-
trenchment of non-entitlement spending
almost entirely. Since federal support of
nearly 50% of all students enrolled in insti-
tutions of higher education is more than
the Nation can afford, a substantial funding
rollback will be an unavoidably imperative
on the structural reform agenda for future
budgets:

CONSTANT DOLLAR STUDENT AID AND HIGHER EDUCATION
FUNDING TRENDS VERSUS OTHER DOMESTIC SPENDING

[Doltar amounts in billions of constant 1985 doftars)

Domestic
=
nsurance
and low-

mcome
benefits *

Studen! aid

Tocstor

1984 enacted ...
Percent change from 1978.

* As detailed in pl. M, fiscal year 1985 budget

(3) VETERANS HEALTH CARE SYSTEM
EFFICIENCIES AND IMPROVEMENTS
The operating and contruction costs of
the nation's veterans health care system
nearly doubled in real terms between 1970
and 1980. Moreover, unlike most other cate-
gories of discretionary spending, constant
dollar costs have continued to rise—with the
1984 enacted budget up a further 8% in real
terms from the 1980 level. Under the 1985
budget proposals, projected future costs
continue to increase in real terms, rising by
30% between 1980 and 1989,
This rising cost trend represents both in-
creases in medical care costs generally and
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the increasing pressures brought on the ex-
isting, inadequate VA system by a rising
number of eligible veterans. Within the
framework of current eligibility criteria, de-
livery system organization and hospital ca-
pacity, it is extremely doubtful that this
continued rise in real budget costs can be
avoided. However, the Grace Commission
findings, as well as those by many medical
economists, suggest that the nation’s health
care commitments to its veterans can be met
at substantially less cost over the longer run
if the current policy framework is adjusted.
Such structural reform options include
greater internal economic incentives, wider
use of excess facilities in the private health
care system, tighter implementation of the
“inability to defray” standard, firmer serv-
ice-connected disability requirements, and
cost-sharing and third party cost recovery
mechanisms. The Administration will be
studying these options intensively within
the coming years, with a view to finding
ways to meet existing veterans health care
commitments at significantly lower costs in
the years ahead:
Constant dollar trend in VA health care
system
Amount*
$4.7
$8.7
85
$0.4
$10.6
$11.3

Year

1970
1980
Percent change from 1970
1984 enacted
1987 proposed
1989 proposed
Percent change from 1980:
1984
1987 +21
1989 +30

' Constant dollar budget; billions of constant 1985
dollars.

+8

(4) MEDICAL ENTITLEMENTS

The rapid, sustained constant dollar
growth of the medicare and medicaid pro-
grams are nearly unprecedented in federal
budget history. Between 1968 and 1981, the
constant dollar cost of these entitlements
rose from $17.8 billion to $65.8 billion—or at
a compound annual rate of 10.4%. Despite a
variety of cost-saving reforms adopted since
1981, 1984 constant dollar spending will be
up another $17 billion reflecting a 7.9% rate
of annual increase. By contrast, overall do-
mestic spending has actually declined in
real terms during the same period.

Moreover, even assuming the tight reim-
bursement restraints embodied in the pro-
spective payment system for medicare
({DRG) and similar state level medicaid re-
forms, constant dollar current services costs
are projected to rise another $36 billion by
1989—representing a 7.5% rate of annual
real increase from the 1984 level.

These trends make clear that much more
must be done to restrain the cost growth of
the federal medical entitlements. Without
such additional efforts there is virtually no
prospect of maintaining medicare solvency
in the 1990s, nor of meeting the rising needs
of the low-income elderly and families as-
sisted by medicaid.

Since the underlying source of this enor-
mous, sustained cost growth lies in the
structural inadequacies and inefficiencies of
the U.S. health care system and the lack of
economic incentives for providers and bene-
ficiaries alike, only generic reforms of a fun-
damental and far-reaching nature offer the
potential for significant long-term cost re-
duction. Such generic reforms in the areas
of reimbursement, health care delivery
system organization, provider risk absorp-
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tion and beneficiary cost-sharing are there-

fore essential items for future consideration.
Constant dollar trend for medicare/

medicaid (billions of constant 1985 dollars)

Year Amount !

$17.8

$65.8

1968
1981
Annual real growth from 1968 (per-
cent)
1984 enacted
Annual real growth from 1981 (per-
cent)
1989 current services
Annual real growth from 1984 (per-
cent)
! Constant dollar budget level; billions of constant
1985 dollars.
(5) FEDERAL MILITARY AND CIVILIAN
RETIREMENT PENSIONS

Federal civilian and military retirement
pensions have historically been more gener-
ous than their private sector counterparts
for reasons that have now been largely sur-
passed by events and policy changes over
recent years. It was argued that low military
pay levels prior to 1974 justified large pen-
sions and generous early retirement privi-
leges as a form of “deferred compensation.”
Likewise, until the 1983 Social Security Act,
federal civilian pensions served the dual
purpose of providing both a basic social in-
surance equivalent as well as a private pen-
sion supplement.

Nevertheless, even on the basis of these
often tenuous justifications, military and ci-
vilian pension benefits have skyrocketed
since the late 1960s. Whether measured in
terms of cost of payroll or replacement of
prior earnings, they vastly exceed compara-
ble retirement annuity levels available in
any sector of private employment. For in-
stance, the normalized cost of current civil-
ian annuities is estimated at 36% of payroll,
compared to a 22% cost average for com-
bined social security and private pensions in
the better private sector plans.

These excessive pension levels have had
an enormous adverse impact on the federal
budget. As shown below, constant dollar
budget costs rose from $6.5 billion in 1962 to
$38.5 billion in 1981—an average annual
growth rate of 9.8% per year. Constant
dollar pension costs have increased another
6% since 1981, and current services real
costs are projected to rise an additional 129
by 1989. Stated differently, by 1989 current
services federal pension costs alone will
exceed 1% of GNP.

These trends make clear that the fiscal
burden of federal retirement pensions must
be reduced substantially in the future. With
both military pay at competitive rates and
new federal civilian employee coverage
under social security, next year’s budget will
present a long-overdue opportunity to con-
strain the cost of existing annuities, and
prospectively bring federal pension benefits
in better alignment with those available to
private employees throughout the TU.S.
economy.

Trends in constant dollar Federal military
and civilian pension costs

Year

10.4
$82.7

Amount '
$6.5
$38.5

1962
1981
Average compound annual growth

rate (percent)
1984 $40.8
1989 current services.... $45.7

' Constant dollar budget level; billions of constant
1985 dollars.

9.6
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(6) FEDERAL CIVILIAN EMPLOYMENT

In 1985 the 2.1 million federal civilian pay-
roll will cost $61 billion for basic compensa-
tion, health benefits, unemployment insur-
ance and disability benefits. While consider-
able progress has been made in reducing ex-
cessive staffing levels in many agencies,
total civilian employment remains near its
1981 level.

The detailed analysis offered by the Grace
Commission of both government-wide per-
sonnel policies and individual agency staff-
ing patterns strongly supports the presump-
tion that major costs savings in this area are
feasible. The more promising options in-
clude more aggressive contracting out
through A-76 procedures; reduced staff
layering and overlap between operating bu-
reaus and departmental levels; reduction of
excessive sick leave, vacation and annual
leave entitlements which would permit
equal work to be done with fewer FTE's;
and more appropriate job classification pro-
cedures and pay comparability methodolo-
gies.

Due to the size of the federal work-force
and the high rate of attrition, it would not
take draconian staffing reduction to gener-
ate significant savings over a reasonable
period of time. On a fully implemented
basis, a 5% reduction in the federal work
force by 1988 would yield savings of $3.7 bil-
lion per year.

1985 cosl ! of Federal civilian work force

Billions

Basic compensation
Health benefits
Unemployment insurance
FECA

Total
! Excludes pension costs and indirect costs (e.g.,
office space).
{7) IMPROVED FEDERAL PROCUREMENT

Federal procurement costs in 1985 are pro-
jected to be $207 billion—an 88 percent in-
crease from the 1980 level. While the unique
nature of many federal procurements—par-
ticularly in the defense area—makes cost
comparisons with private sector practices
difficult, there is little doubt among in-
formed analysts that major cost reductions
are possible with changes in existing policies
and methods. Over the past three years, the
Administration has launched sweeping ef-
forts to simplify and consolidate federal
procurement regulations—and these efforts
are beginning to produce tangible results.

Nevertheless, large savings depend upon
basic policy changes—most of which must
be approved or supported by the relevant
congressional committees. These include
more extensive use of multi-year contract-
ing, increasing the share of procurements
subject to competitive bid, minimizing the
impact of social policy restrictions on the
procurement process, increasing account-
ability within procurement management or-
ganizations, simplification of product speci-
fications for commercial type products and
greater emphasis on economically optimum
quantities in procurement orders.

While many initiatives in these areas have
been proposed by the Administration, par-
ticularly by DOD, they have been consist-
ently thwarted by restrictions and outright
prohibitions in appropriations and authori-
zation bills. Given both the gravity of the
budget situation and the extensive list of
procurement reforms proposed by the Grace
Commission, a renewed major procurement
reform effort in future budgets is both war-
ranted and a promising opportunity for sig-
nificant cost reductions.

CONGRESSIONAL RECORD—SENATE

(8) SPECIAL INTEREST ECONOMIC SUBSIDIES

Despite major progress in eliminating or
reducing special interest economic subsidies
over the past three budget rounds, substan-
tial opportunities for savings still exist. The
major obstacles are the natural, parochial
political pressures to retain previously
granted advantages, and the more compel-
ling argument advanced by individual inter-
est groups that subsidies should be eliminat-
ed across-the-board or not at all.

Fashioning a consistent set of federal
policy standards against which to assess
local, regional and industrial sector subsi-
dies would be a difficult and demanding
task. Yet an even-handed set of criteria
fairly applied could produce billions in
annual budget savings. A policy framework
based on user fee principles and national vs.
purely local or sectoral economic benefits
could be expected to reduce outlays signifi-
cantly in the following illustrative areas.
Most of these have been previously pro-
posed by the Administration, but not in the
context of a comprehensive policy frame-
work:

Capital and maintenance costs for inland
waterways;

Operating costs of the FAA air traffic con-
trol system;

Search and rescue, inspection and licens-
ing costs of the Coast Guard;

Capital and maintenance costs of deep
ports;

Debt repayment and interest charges on
outstanding federal loans to the federal
power marketing administrations;

Large interest subsidies to rural electric
and telephone cooperatives;

Operating subsidies for local mass transit
systems and maritime operators;

Subsidized insurance premiums offered by
the Pension Benefit Guarantee Corporation
and many other federal insurance agencies;

Inadequate user fees for a variety of fed-
eral commercial inspection, licensing and in-
formation services offered by USDA, Com-
merce, HUD, Treasury and many of the reg-
ulatory agencies;

Charges and fees for use of federal lands,
parks and other facilities;

Subsidies for local economic development
which merely shift the geographic location
of investment and development such as
those offered by EDA, HUD, Farmer’s
Home Administration, Corps of Engineers,
and through such tax code features as in-
dustrial development bonds.

This partial list of remaining unwarranted
economic subsidies provides ample evidence
that potential savings of billions per year
are possible if an acceptable policy frame-
work for subsidy phase-out can be devel-
oped, and intense special interest pressures
overcome. To be sure, many of these propos-
als have been repeatedly rejected by individ-
ual congressional committees. Nevertheless,
the overriding requirement for structural
budget reform to bring future spending and
revenue into alignment at an acceptable
share of GNP necessitates that a compre-
hensive program to root out unjustified eco-
nomic subsidies be considered in the next
budget round.

Mr. BIDEN. Yet, Mr. President, if
we fail to act decisively on deficits, if
we allow the economy to come crash-
ing down, this future agenda of the ad-
ministration may well be only the be-
ginning. We will be facing draconian
measures in all aspects of budget,
indeed in all aspects of our lives. That
is why I feel so strongly that we must
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act now to prevent such an economic
disaster.

Let me describe briefly what our bi-
partisan freeze will do, why it is more
fair and more effective than any other
proposal.

The only way that Congress will
ever be able to come to grips with defi-
cits is by dealing with all Federal pro-
grams as a package. This can happen
when the beneficiaries of each pro-
gram see that all others are being
treated similarly. Most proposals I
know of—including the leadership pro-
posal—do not even pretend to seek
equal sacrifice. As a result they treat
many groups unfairly. And, equally
important, they fail to stop the rise of
deficits. Other plans deal across the
board with most Federal activities, but
they do not treat them in an even-
handed manner.

Only our bipartisan budget freezes
all aspects of the budget. It holds de-
fense activities to the same budget
that it has in fiscal year 1984 with no
allowance for inflation. It similarly
proposes no cost-of-living adjustments
for 1 year for all indexed programs. It
freezes reimbursements for health
care providers, doctors and hospitals,
for 1 year. It freezes budget authority
for all discretionary programs at 1984
levels for a year. For farm price sup-
ports, it freezes target prices and loan
levels at 1984 crop year levels. It pro-
vides no pay raise for Federal employ-
ees in fiscal year 1985.

Mr. President, at this point I ask
unanimous consent that a brief fact-
sheet describing the proposal be print-
ed at this point in the REcCORD.

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

THE GrASSLEY-KAssEBaAUM-Bipen BupceT

FREEZE
NATIONAL DEFENSE

FY 1985. freeze budget authority at the
FY 1984 baseline level.

DOD civilian and military pay raises: For
FY 1985, no pay raise. Assume all future
pay raises to be on January 1.

ENTITLEMENTS AND OTHER MANDATORY
PROGRAMS

COLAs:

FY 1985: No COLAs in any program.

COLA date: Assume all COLAs, when re-
sumed, move to January 1, per reconcilia-
tion bill.

Medical costs: FY 1985: Freeze doctors
and hospitals at FY 1984 level; allow base-
line increases for caseload and increased
medical care utilization.

Farm price supports: FY 1985: Freeze
target prices and loan levels at the 1984
crop year levels.

All else: Assume the baseline.

NONDEFENSE DISCRETIONARY PROGRAMS

FY 1985: Freeze budget authority (or pro-
gram level, where relevant) at the FY 1984
baseline level.

Civilian agency pay raises: Same as for
DOD employees (see above).
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SPENDING IN FY 1986-89
Except as noted above, provide increases
as assumed in the baseline, but starting at
the lower FY 1985 level contained in this
plan.
NET INTEREST
Calculate interest reductions for each
year FY 1985-89 based on the other deficit
reductions in the plan.
REVENUES
Assume the following unspecified in-
creases in revenues compared to the base-
line:
Unspecified revenue increase (in billions of
dollars)

Fiscal year:

10.0
10.0
10.0
10.0
10.0

Mr. BIDEN, On the revenue side of
the equation, the bipartisan budget
freeze is notably conservative. We
have not chosen to raise $1 in taxes
for each dollar in spending cuts, as the
President’s proposal suggests. Instead
there is only $1 in tax increases for
every $3 in budget savings. The pur-
pose of our l-year freeze is to give
breathing room to develop new strate-
gies for dealing with deficits. I believe
that one of the most important of
these new strategies will be a complete
overhaul of our tax system along the
lines that Senator BRADLEY and I have
proposed in the Fair Tax Act. Until we
can plan that overhaul, major new tax
legislation would not be put on the
books.

The bipartisan budget freeze is a 1-
year action, as I said before, to allow
time to take further decisive actions
on budget deficits. All of the other
plans would take 3 to 5 years to imple-
ment, and, of course, there can be no
assurance that they ever would be im-
plemented. In fiscal year 1985, the bi-
partisan plan makes the greatest
spending reductions of any plan. By
fiscal year 1987 the effect of our 1-
year cuts in 1985 will have reduced the
deficit to $162 billion as compared
with $203.5 billion for the leadership
plan and $169 billion for the Demo-
cratic alternative. In fiscal year 1987
our l-year freeze will reduce spending
by $73.2 billion, compared with a $22.6
billion and $39.2 billion for the Repub-
lican and Democratic alternatives re-
spectively.

That is why our plan is such a good
base to build on. Its 1- to T-year ac-
tions continue their effect over 3 years
providing a good springboard for yet
further deficit reduction actions. Long
after our plan is fully implemented,
other plans will still be seeking full ef-
fectiveness while their authors pro-
pose more, larger budget changes. And
let us be clear: there will be more defi-
cit reduction measures in future years
no matter what package is adopted.
The question is: Does it not make
more sense to have a one-shot major
deficit reduction in fiscal year 1985,
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before further action is taken than to
have a plan straggling into effect over
3 to 5 years while yet more deficit re-
ductions are being proposed?

Finally, let me just say a word about
“Truth in Budgeting.” The bipartisan
budget freeze will deliver what it
promises, when it promises it, based on
the best Congressional Budget Office
information available. We do not use
overly optimistic economic assump-
tions, with interest rates declining to 5
percent. There are no future year ac-
tions to be taken, no possibilities for
repeal. Our budget results are consist-
ent with the best economic forecasts
available. This plan can provide imme-
diately what it promises.

The impact of that on financial mar-
kets, on the level of interest rates, eco-
nomic activity will be dramatically
good. We will have a fighting chance
to avoid another recession. We will
have breathing time to adopt further
good, solid deficit reduction measures.
And we will do all this with more defi-
cit reduction impact in a shorter time.
We will ask sacrifice from everyone
but we will treat everyone fairly. To
do less than this threatens economic
disaster.

Let me conclude in the remaining
minutes by suggesting several salient
features of this plan.

Although Senator GrassLey and I
do not share the same political label,
although we are not necessarily of the
same political philosophy; although
Senator KassesaumM and Senator
Baucus have differences; although
those who voted for the plan in the
Budget Committee are very different
in terms of how they view the future
of this country, why they supported
this plan, let me state my primary
reason for this plan, which is in fact
drastic, which does, in fact, take a
very, very severe and significant action
for 1 year, why I worked on it, why I
sponsored it, and why I believe so
strongly in it. It may be different, I
emphasize, than the primary reason
why my Republican colleagues who
support the plan took the same posi-
tion.

I truly believe that unless we are
able to take drastic action this year—
and I would emphasize I believe the
leadership plan, with all due respect to
the chairman of the Budget Commit-
tee who is on the floor, does not fall in
that category as far as I am concerned,
and I understand it is an arguable
issue—I believe unless we take drastic
action, we will be faced this time next
yvear with a lagging economy and a
deficit exceeding what we have right
now. If we cannot cut the deficit sub-
stantially in a year when there is
robust economic growth, in a year
when, in fact, there seems to be the
will to take significant action, when we
are, in fact, growing, how are we going
to be able to do that at a time when
we, if I am correct, are faced with
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higher interest rates, higher inflation,
and a lagging economy?

And then I believe we will see a de-
velopment that I, in fact, am not pre-
pared to support, but one which I be-
lieve I will be faced with as a U.S. Sen-
ator. That is, assuming I am right and
the economy is lagging this time next
year rather than growing, and assum-
ing I am right that we find deficits ex-
ceeding what they are this year for
next year, I believe the question put
before this Congress will not be
whether or not we freeze defense
spending for 1 year, not whether or
not we freeze spending on social secu-
rity cost-of-living increases for 1 year,
not whether or not we freeze educa-
tion for 1 year. It will be a fundamen-
tal debate over whether or not there
should be COLA'’s in social security; it
will be a fundamental debate over
whether or not the Federal Govern-
ment should be involved in any educa-
tion funding, it will be a direct out-
right assault on all the portions of the
Federal programs that I feel most
strongly about.

I will be faced with the dilemma of
having to emasculate the social
agenda of this country beyond what it
has already been emasculated, or live
with gargantuan deficits that are un-
acceptable.

So, when those of my friends in the
Democratic and Republican Party say
to me, “How do you expect me to vote
for your proposal? Does it not freeze
social security COLA's for 1 year? Are
we not saying there will be no cost-of-
living increases for 1 year?"”

The answer to that is “Yes,"” that is
what I am saying. But I believe if we
do not do it for 1 year, we will be de-
bating next year whether we will have
it at all again. That will be the issue,
not whether or not we stop it for a
year. It will be whether or not it is
going to be permanently reduced or
permanently eliminated, and whether
or not we make other significant
changes in medicare and significant
changes in social security generally.

To those who come to me and say:

Biden, you have been out front for in-
creasing money for the Justice Department
to fight organized crime, international drug
trafficking, and all those issues that, as
ranking member of the Judiciary Commit-
tee, you have been hollering about for so
long. How can you say now you will freeze
and say to the Justice Department they will
only get this year what they got last year
when you know in fact they need more?

My answer is that, in an economic
crunch, which I believe will occur next
year if we do not take this drastic
action, we will not only not be able to
increase the money we need for drug
interdiction, but you will have people
standing on the floor saying we must
cut the budget of the FBI, cut budget
of the DEA, of the Defense Depart-
ment in the name of the economy.
And that will probably pass because
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the alternative will be budget deficits
that continue to choke us.

In summary, the point I want to
make and the part of the debate that I
hope to shed the most light on among
my colleagues who support this pro-
posal, and again we approach it from a
different perspective: I truly believe
that without this drastic action for 1
year to give us time to put our house
back in order that we will be faced
with decisions on the floor next year
that will call for fundamental alter-
ations in social security, in medicare,
in education, in health care programs
generally, in veterans’ benefits—all
the things that I want to protect as a
U.S. Senator. I did not run for the U.S.
Senate because in fact corporate enti-
ties in my State needed my protection.
I hope they continue their strong eco-
nomic growth. I am delighted for it.
But they do not need me here to pro-
tect them.

It may be presumptuous for me to
suggest that anyone needs me here.
But the people who benefit from those
veterans' programs, those social securi-
ty programs, those education pro-
grams, those health care programs
need people in the U.S. Senate, in
Government, making their case for
them. It is going to be hard for us to
make the case for them when in fact
we are being strangled by deficits in
an economic recession.

Madam President, you have been pa-
tient and I want to sincerely thank
you for doing what I am not sure I
always did when I was in the chair,
and that was to look down here and

act like you have been paying atten-
tion. For that I am flattered. With
that, I yield the floor.

The PRESIDING OFFICER (Mrs.

Hawgkins). The Senator from Mon-

tana.

THE PROPOSED BUDGET
FREEZE

Mr. BAUCUS. Madam President, I
want to first thank the Senator from
Delaware and the Senator from Iowa.
As the Senator from Delaware pointed
out, we are Senators of different polit-
ical stripes, but we have joined togeth-
er, in a bipartisan effort, to do what
we think is proper for our country.

s THE DEFICIT CRISIS

Madam President,
where we are today.

During the first 208 years of our Na-
tion’s history, we accumulated a total
national debt of about $1.4 trillion.
Most economists agree that, at the
rate we are going now, this debt will
more than double over the next 8
years. If we pay an average interest
rate of 10 percent on our debt, we will
have to pay about $280 billion a year,
just for debt service, by 1990. Of
course, if Federal debt rises that high,
interest rates are going to be much
higher than 10 percent. And, as we all

let me review
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know, higher interest rates mean less
economic activity, especially in inter-
est-sensitive industries like housing
and agriculture.

But that is only part of the problem.
Another part is how this accumulating
national debt affects American trade
with other countries.

The United States now has an
annual trade deficit approaching $100
billion. That is, we are buying about
$100 billion more of foreign countries’
products than they are of ours. That
difference is the trade deficit, which
has risen almost exponentially in the
last several years.

Our trade deficit is closely related to
our budget deficit.

Why? Because a large part of the in-
crease in the trade deficit is due to an
imbalance in exchange rates; that is,
in the value of the American dollar
compared to other countries’ curren-
cies. Our budget deficit increases in-
terest rates. These, in turn, increase
the international value of the dollar.
As the dollar's international value
rises, the relative value of other coun-
tries’ currencies falls. In effect, this
means that American exports are hit
with about a 25-percent surcharge,
and foreign imports receive about a 25-
percent subsidy. Given this situation,
it is not surprising that our exports
are declining and our imports are
rising.

And, perhaps worst of all, huge
budget deficits mortgage our chil-
dren’s future, by forcing them to pay
for our mistakes.

DEFICIT REDUCTION

Clearly, we cannot keep borrowing
this way.

We have got to reduce the deficit.

The conventional wisdom says that,
in an election year, Congress will not
act.

But the deficit is increasing by $22
million an hour.

The fact of the matter is that we
cannot afford not to act.

We must significantly reduce the
budget now—not a year from now.

Madam President, Congress current-
ly is considering several deficit reduc-
tion plans. There is the Republican
leadership plan; there is the Presi-
dent’s plan; there is the House Demo-
cratic plan; and there is the Senate
Democratic plan. I submit, Madam
President, that all of these plans go a
step in the right direction. But, at the
same time, they all suffer from similar
defects. All of them reduce deficits
only slightly. For example, the CBO
estimates that, under the Republican
leadership plan, deficits still will aver-
age about $185 billion each year for
the next several years. The other
plans do not do much befter. As a
result, the financial markets are going
to discount these plans, and interest
rates are not going to come down, but
instead are going to rise.
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And there’s another problem with
these deficit reduction plans. All of
them are 3-year proposals, and all of
them are “end-loaded,”so that most of
the savings come in the elusive ‘“out
years.” In other words these plans
largely just put the problem off.

SPENDING FREEZE

It is for this reason that I have
joined with Senators KASSEBAUM,
BipeN, and GrassLEY in a bipartisan
call for a 1-year spending freeze.

I have come to the conclusion that
this is the only way we can build a
consensus this year to bring the deficit
down.

The plan would freeze all Federal
spending for 1 year and raise $10 bil-
lion in new revenues. This would lower
the deficit by $23 billion more than a
plan proposed by the administration
and Senate leaders.

This freeze is the most fair and bal-
anced approach to take.

The freeze applies to everyone, it is
equally shared sacrifice, across the
board. Furthermore, this will give
Congress a l-year opportunity to get
our act together.

This 1-year pause will give us time to
make realistic, efficient, and fair long-
term budget decisions to permanently
stop the growth of the Federal deficit.

BALANCE AND FAIRNESS

As I have worked on deficit reduc-
tion efforts for the past half year, I
have continuously argued that a defi-
cit education package must meet three
fundamental standards:

The first standard is fairness.

No groups should be singled out for
cuts. For example, the elderly and the
poor must not be forced to accept cuts
in social security, medicare, and medic-
aid, unless the wealthy are forced to
make equally significant sacrifices.

The second standard is balance.

Any package must include cuts in
the defense budget as well as increases
in revenue and reduced domestic
spending. No programs should be off
limits. There should be no sacred cows.

The third standard is bipartisanship.

The deficit is not a partisan prob-
lem. Republicans and Democrats must
work together to find a bipartisan so-
lution.

The beauty of this bipartisan freeze
plan is that it meets all three of these
criteria.

It is fair because every category of
Federal spending will be subject to the
same deficit reduction approach.

It is balanced because defense spend-
ing restraint would be as significant a
component of deficit reduction as enti-
tlement program restraint and reve-
nue increases.

It is bipartisan because Senator
KAsSsSsEBAUM, Senator BIDEN, Senator
GRrassLEY, and I all believe there is no
other way to get the job done.
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THE “FRONT-END"' APPROACH

But being fair, balanced, and biparti-
san is not enough, Madam President.

A deficit reduction plan also must be
effective.

The other plans being discussed are
3 yvears long. And they do not have a
substantial impact until 1986 or 1987.

That approach represents more of
the same old smoke and mirrors that
the American public is skeptical of.

Our proposal is just the opposite.

It is only a 1-year proposal.

And its entire impact comes in that 1
year.

That is the kind of strong medicine
that will get our financial markets to
sit up and take notice.

That is the kind of strong medicine
that can send out the message it will
take to keep interest rates down.

In short, that is the kind of strong
medicine we need.

TOUGH CHOICES

I know that the freeze is a contro-
versial proposal, Madam President.

We are asking many individuals and
groups to hold the line on spending.

But that is the only way we can get
the job done.

At the same time, no paychecks or
programs get cut.

In fact, when it comes to domestic
discretionary programs, this plan stops
the hemorrhaging that has occurred
over the last 3 years.

And while we ask many individuals to
forgo increases, we also ask the Penta-
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gon and corporate America to forgo
their increases.

Some will argue that we go too far in
holding the line on defense spending.

But I do not know how we ask our
veterans, our seniors, and our working
men and women to hold the line if we
do not ask the Pentagon to do the
same.

Furthermore, the Congressional
Budget Office estimates that there are
$18 billion in funds that Congress has
already authorized that will be avail-
able to the Pentagon.

That means that even with this
freeze in place, the Pentagon will have
a 7 percent in available funds.

What is more, it is important to re-
member that the defense budget has
doubled over the past 3 years.

This proposal freezes that 100-per-
cent increase in place for a year.

At the same time, the Pentagon can
do a better job of cutting waste.

The Grace Commission said the Pen-
tagon can cut $28 billion from its
budget just by eliminating blatant
waste and inefficiency.

This budget freeze gives the Penta-
gon a real incentive to do just that.

In fact, the freeze will force every
Government agency to do a better job
or housecleaning.

CONCLUSION

In conclusion, Madam President, we

are faced with an emergency.

COMPARISON OF BUDGET PLANS
(in billioas of doliars]
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The problem of the deficits is seri-
ous and every day we delay solving it,
the problem compounds.

That kind of emergency demands
immediate action.

We have to pay a price now—to
avoid paying a much higher price
later.

That is what this freeze proposal is
all about.

Senators KassesauM, BIDEN, GRASS-
LEY and I are really saying this: Let us
act now.

Let us stop the fingerpointing.

Let us stop the rhetoric.

Let us stop the partisanship.

Let us join together, as Republicans,
as Democrats, as liberals, and as con-
servatives.

Let us join together on a plan that
can make a difference.

Let us join together on a plan that is
balanced and fair.

That is what the bipartisan freeze is
about.

That is why I am proud to be an
original sponsor of it.

That is why I urge my colleagues to
join us in our effort to get the deficit
down now.

Madam President, I ask unanimous
consent that the attached table com-
paring the 1-year freeze to other defi-
cit reduction plans be printed in the
RECORD.

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

Fiscal year 1985 changes from CBO baseline

CBO baselie.  progigany's original
budget

Repubiican

leadership plan

Iy
Chiles-caucus plan  Hollings freeze frseze

+23 +10

-1 -11
-3 -4
-12 ~11
-2 -2

—28

-3

ROUTINE MORNING BUSINESS

Mr. BAKER. Madam President,
there is now a provision of time for
the transaction of routine morning
business; is that correct?

The PRESIDING OFFICER. The
Senator is correct. Under the previous
order, there will now be a period for
the transaction of routine morning
business not to exceed 5 minutes.

ORDER FOR RECESS FOR 3
MINUTES

Mr. BAKER. Madam President, we
are honored today in having a group

of distinguished visitors, fellow parlia-
mentarians from South Korea. I see
the distinguished junior from Hawaii
is on the floor to introduce our guests.

I ask unanimous consent that after
Senator MATsuNAGA has performed
that function, the Senate then stand
in recess for a period of 3 minutes so
that we may have an opportunity to
receive and greet our guests in the
Chamber.

I also ask unanimous consent that
that time not be charged against the
very brief time heretofore provided for
the transaction of routine morning
business.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

VISIT TO THE SENATE BY MEM-
BERS OF THE EKOREAN NA-
TIONAL ASSEMBLY

Mr. MATSUNAGA. Madame Presi-
dent, it is a great privilege and honor
for me to call to the attention of my
colleagues the presence of distin-
guished visitors from Korea, a great
friend and ally of the United States.
Here on the floor of the Senate are
five members of the Korean National
Assembly. Led by its majority leader,
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the Honorable Jong-Chan Lee, they
are the Honorable Duwon Pong, chair-
man of the Foreign Affairs Commit-
tee, the Honorable Chung-Soo Park,
the Honorable Churl-Soon Yim, and
the Honorable Duk Kyu Kim. They
are accompanied by the affable
Korean Ambassador, Mr. Lew.

Along with a number of prominent
Korean businessmen, the National As-
semblymen have just completed a 2-
day conference here in Washington,
DC, with their American counterparts,
under the sponsorship of Georgetown
University's Center for Strategic and
International Studies. The theme of
the conference was ‘““Peace and Pros-
perity in Northeast Asia.” As a co-
chairman with the distinguished Sena-
tor from Florida, Mrs. Pavr.a Haw-
KINS, at one of the sessions, I was most
pleased to participate and to learn
that the basic approach suggested at
the conference was peace through am-
icable international trade and econom-
ic cooperation among nations.

RECESS UNTIL 2:35 P.M.

So, Madam President, I move, in ac-
cordance with the order previously en-
tered, the Senate now stand in recess
for a period of 3 minutes.

The motion was agreed to, and at
2:33 p.m., the Senate recessed until
2:35 p.m.; whereupon, the Senate reas-
sembled when called to order by the
Presiding Officer (Mrs. HAWKINS).

Mr. BAKER. Madam President, I
thank our friends and parliamentar-
ians from South Korea for joining us
in the Chamber today. It is always a

great honor to have foreign dignitaries
with us under these circumstances.

(Mrs. KASSEBAUM assumed the
chair.)

THE FLYING FORTRESS

Mr. DOMENICI. Madam President,
even as we speak, a B-17G “Flying
Fortress” is flying to Washington, pi-
loted by its former owners, Arnold and
Nathan EKolb of Alamagordo, NM.
This World War II bomber now be-
longs to the Smithsonian, and when
restored will be placed on permanent
display. Such a last flight is remarka-
ble since this airplane is one of the few
B-1T's which is still airworthy, and
this father and son crew from New
Mexico are retiring a piece of history.

The B-17, as my distinguished col-
leagues may remember, was one source
of hope during the darkest hours of
World War II, and was instrumental in
our victory. The “Flying Fortress,” so
called because of its heavy armor and
defensive machineguns, was the
weapon for a different and more pre-
cise strategy: victory through airpow-
er.

In contrast to the strategies of our
day, the Flying Fortress was designed
to fight through flak and fighter de-
fenses and destroy the oil refineries,
factories, and submarine bases of the
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enemy’s war machine. This method of
attack sought to avoid unnecessary
casualties and by depriving the enemy
of the means to wage war, significant-
ly reduce the conflict’s length. While
there is still some debate over how
well this strategy worked, there is no
doubt that the rugged Flying Fortress
performed its mission well. Flying in
tightly knit formations which massed
their defensive firepower, B-17's flew
hundreds of treacherous miles to use
their Norden bombsights—reputed to
drop “a bomb into a pickle barrel from
20,000 feet"—in precision daylight
bombing. Historian John Keegan,
writing in Smithsonian magazine, has
pointed out that this approach to war
fighting was uniquely American be-
cause it “combined moral scruple, his-
torical optimism, and technological
pioneering, all three distinctly Ameri-
can characteristics.”

Arnold and Nathan Kolb, who used
their B-17 to fight fires for the Forest
Service, are bringing a piece of history
to Washington. I am proud of my
country’s history in applying technolo-
gy to use force precisely and not indis-
criminately, and I am proud that two
New Mexicans have such a role in
seeing that this history is preserved.

CENTRAL AMERICA:
REFLECTIONS ON A REGION

Mr. DOMENICI. Madam President,
among the many publications on Cen-
tral America that come across our
desks each day, few have lasting
impact. One of these is the article,
“Central America: Reflections on a
Region,” that was published in the
winter edition of the Washington
Quarterly.

Georgie Anne Geyer, the author,
has more than 20 years experience in
the region, and has witnessed some of
the major events there. An independ-
ent-minded reporter of the old school,
she bases her analysis on solid experi-
ence. Neither the guerrillas nor the
anti-Communist military leaders of
the region escape her critical eye, but
she retains the ability to understand
the motivation of both groups.

Madam President, I have shared this
important article with several of my
colleagues and would like to make it
available to a broader audience. I ask
unanimous consent to insert Georgie
Anne Geyer's “Central America: Re-
flections on a Region” in the RECORD
at the conclusion of my remarks.

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

CENTRAL AMERICA: REFLECTIONS ON A REGION

The real question about the tragedy in
Central America today is one that is not
being asked: How can a Great Power have
allowed such a poisonous situation to have
developed on its borders, given the utter ob-
viousness of the political dynamics in the
region? How can it still so misunderstand
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the roots and the solutions to the bitter con-
flict?

I will attempt to penetrate and to answer
these questions through some personal re-
membrances of a lifetime involvement with
this tormented, beautiful, and strategic isth-
mus.

Memory 1: In October, 1966 I went to
Guatemala as a foreign correspondent for
the old Chicago Daily News. I was the first
American correspondent to go to the moun-
tains and live with the first Central Ameri-
can guerrilla movement, the Rebel Armed
Forces or F.A.R., the forerunner of all the
movements we see today.

It was a tortuous experience, and one that
convinced me that the primary trait shared
by the guerrillas is some strange compulsion
to walk endlessly through mountains, We
were in the rugged Sierra de las Minas and
we would sleep a few early morning hours
on the edge of various similar precipices (my
favorite would have had me falling to a wa-
terfall) and spend the day talking with guer-
rillas of various sizes.

Who were these first guerrillas? Well,
they were not a creative mix at all, but basi-
cally middle class university students with a
few genuine Marxists like the leader Cesar
Montes, whose parents had been traditional
Moscow-line communists. There were no
working class boys and no peasants, al-
though the ostensible reason for the revolt
was for the campesino-Indian population.

They talked endlessly about what was
then the fashion: the countryside revolu-
tion, or the idea of the noble guerrilla
sweeping down on the evil cities and de-
stroying them from his base in the pure
country.

“We are only entering the first stage,”
Montes told me at one point. “We are teach-
ing the peasants and preparing for the
moment when we can fight the army and
take power. The second stage will be to
transform the guerrilla war to a regular
war, and the third stage is the general of-
fensive when the whole people will rise in
regular and irregular fashion.”

What struck me even then was how this
kind of ideology already was being grafted
onto the real cause of the conflict, which
was not the peasantry at all but the middle
class politicized young: the constant, mur-
derous denial of free elections by the right-
ist military and land owners. Had there
been an electoral way out for these middle
class young people, there would have been
no such resort to the “countryside revolu-
tion.”

The next two years, in their own inimita-
ble way, the Guatemalan army swept
through the Sierra de las Minas, killing,
even by conservative U.S. embassy figures,
at least 10,000 peasants in a country of 4
million. Since there were no more than 400
or 500 guerrillas at best, the war was now
broadened, the conflict enjoined.

Memory II: It was August of 1979. San
Salvador, the capital of El Salvador, was en-
veloped in that eerie silence that always
presages some terrible historic turn. I wrote
in The Washington Post of August 10, “The
country has about it the evil smell of social
rot. It is falling apart into violent and anar-
chic pieces before your eyes. Everybody
knows it, but everybody is paralyzed. Every
conversation, from whatever sector, now
ends with, ‘'If there still is time." " I conclud-
ed the column, after comparing it to the
newly-victorious Sandinista revolution in
neighboring Nicaragua, “This will not be an-
other Nicaragua, with a nice, clean revolu-
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tion. Salvador will be a filthy, endless fight,
It is already.”

What worried me then, and had worried
me since my first trip in 1972, was the
manner in which the young guerrillas,
unlike “my"” Guatemalan guerrillas of 1966
who loved to have their names splashed all
over printdom, did not want to be named or
known. They used letters for their names.
Their communiques were unsigned. This
sent chills through me, for it is an unmis-
takable sign of the most extreme revolution-
ary. It was like the Khmer Rouge, who took
numbers for their names. Revolutionary an-
onymity is always the most terrifying, first
warning of the worst horrors, We had gone
to the next stage: from the simple country-
side revolution to the urban, anonymous
revolution.

That same August, I had the great pleas-
ure of interviewing the late Archbishop
Oscar Arnulfo Romero of El Salvador.
Within nine months he, and with him much
of the hope for the center that no longer
was holding, would be dead. He was gunned
down by rightist death squads (who also
originated in Guatemala in the 1960s as La
Mano Blanca or The White Hand) while
saying mass.

He was a beautiful man. Of Indian ances-
try, his skin was a rich, cocoa brown and, in
his white priest's robes, he was a figure of
eloquent colors. A radiance seemed to flow
from him as though he were infused with so
much good that his body could not hold it
all

He has been painted, however, by both
the cruel right and the ruthless left as a one
dimensional man. He was not, as he made
eminently clear to me that day. He was of
the impassioned center that was and is the
only hope Central America. Speaking of the
controversial Catholic “liberation theology”
which is part of the search for the “new
personality” in Latin America today, and
which hovers philosophically and religiously
somewhere between Catholic French
worker-priests and extreme Marxists, he
said clearly and critically, “This always risks
being misinterpreted. If it is only temporal,
it is not complete. I've always said that such
a ‘liberation’ is not Christian. It must be
total—social, yes, but eternal and transcend-
ent. The fear today is that they consider lib-
eration only temporal.”

Nothing could be clearer than this man's
realization of the complexities. He also fur-
ther criticized the Marxists (who now claim
him) by saying, “When 1 returned from
Rome in April, there were bombs in the ca-
thedral. Extremists (Marxists) had taken
over our Catholic base organizations. . . ."

Memory III: It was the winter of 1978.
The Sandinista revolt against the three
decade reign of the Somoza family was well
into its last phase. The guerrillas were clos-
ing in on Managua, where a decadent and
sick Anastasio “Tacho” Somoza waited like
a tropical Nero.

I found “Tachito”, as always in those last
years, in his famous “bunker.” Visitors had
to pass through a secured army post right
next to the downtown Intercontinental
Hotel. Somoza, quite literally, lived in the
bunker at that point. It was dark and shad-
owy but filled with stylish modern furni-
ture. I remember how the silver edges of
some of the furniture shone in the deep
shadows.

Somoza was an unlikely-looking dictator.
No medals. No uniforms. He was a tall, in-
congruously laconic man with a rangy
American southern accent. He looked cadav-
erous for he had sustained several serious
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heart attacks. The conversation was filled
with endless talk about “international Com-
munism" and degenerated into absurdities.
At one point, for instance, he suddenly
stopped then looked at me and said “Say,
didn't you write a book about Latin Amer-
ica?”

When I said I had, he said ruefully, “You
caused me a lot of trouble. My wife was
reading it and she looked up at me and said,
‘Do you have a mistress?’ I had to tell her I
did.”

I had indeed written this in the book. But
I was then forced to suggest, in the appro-
priate spirit. “If she didn't know it, she
must have been the only person in Central
America who didn't,” and he nodded and
said, “She was!"

Equally blatant among international
policy circles was the doomed future of So-
moza’'s regime. I have to ask: Why, when it
was so abundantly clear to anyone with an
ounce of political sense that a man like
Somoza could not survive, did the United
States not act in time to get him out and
usher in a moderate democrat? Why is it
that the United States could do such a mag-
nificent job of rebuilding Europe and Japan
but cannot anticipate when revolutionary
change can still be evolutionary—and act
upon it.

A year and a half later, I was again in Ma-
nagua the week after the Sandinistas
marched victoriously on the city. By then,
Somoza had fled to Paraguay, where he was
eventually assassinated, but not before
bombing the country and killing at least
50,000 Nicaraguans in a country of only 2.5
million.

Comandante Daniel Ortega, later to
become the main leader after that, told me
soberly and clearly that there would be a
“compromiso” or agreement of all the forces
which had taken part in the Sandinistas
revolution. This included, he said, the politi-
cal parties, the Catholics and the Catholic
organization, the businessmen, and the
press, But somehow the stage for the denial
of this scenario was already being set.

Eden Pastora, the famous “Commandante
Zero,” already was standing outside the
Intercontinental Hotel looking into himself,
a tropical Hamlet who already knew things
were going wrong in the “democratic” revo-
lution. But it was Tomas Borge, the cold-
eyed and cold-minded Minister of the Interi-
or, whom I found most revealing.

One night returning from the pool about
10 o'clock, I found the little, gnomelike
Borge, who had suffered unspeakably under
Somoza, in a clutch with a small, top-level
group of Latin diplomats. As I stood there
dripping and unnoticed by the group, Borge
actually outlined all of their plans for Latin
America.

“The fewer problems we have, the more
Latin America will be attracted to us,” he
was saying in a low, conspiratorial voice.
“The more problems we have the less.” He
went on to say that the Nicaraguan revolu-
tion would be less sanguinary in its after-
math than the Cuban, but he made it clear
that this was only tactical. “Me,"” he said, “I
would shoot the Somozistas, but we won't
because we do not want to turn the rest of
the Latin American revolution against us.”

It did not, therefore, come as any great
surprise to me when, in the next 18 months,
these types of totally indoctrinated leaders
(against the wishes of the great majority of
the Nicaraguan people, who wanted a de-
mocracy) went like lemmings to the extreme
Soviet side (even against the advice of
Cuban President Fidel Castro). But it was
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also important that in those 18 months the
United States kept a totally open and gener-
ous posture toward the Sandinistas, It is im-
portant because now we know that we are
dealing with hard-line ideologues and not
people we pushed—as many believe we did
Castro—to Marxism.

These reminiscences may at first glance
seem to some to be irrelevant, even selfin-
dulgent. They are not. Actually, they are at
the very heart of the looming tragedy. For
the fact is that we, as a nation, and particu-
larly as a government, have had painfully
little realization of the intrinsic qualities of
the struggle on Central America; a struggle
that is at heart ambiguous, grey, of John F.
Kennedy's classical “twilight" genre.

Part of the potential tragedy, too, is that
we today have so little institutional memory
that we often do not know we are repeating
old wrongs because we do not remember the
mistakes that were made in the beginning.
We impose the Cuban analogy on every situ-
ation—or we don't impose it at all. There is
no accountability for those who repeat the
old mistakes, no analysis, no understanding
of the solid, sullen, often sordid roots of the
problem.

In discussing the Nicaraguan problem
with one of the leading American policy-
makers, I mentioned the 50,000 Nicaraguans
killed by Somoza. He was stunned. Three
days later, he mentioned again to me that
he had not known this. How can a govern-
ment devise a policy which speaks to the in-
trinsic qualities of such a situation, when
the leading decisionmakers do not know
these basic facts and speak to these basic
wounds of a people?

It is my own judgment that President
Reagan is right in about 80 percent of his
policy toward Central America. Certainly we
need economic aid, military strength, and
negotiation. But I am also convinced beyond
the shadow of a doubt that there remains 20
percent of the problem that the president
and his advisers still do not understand. The
problem is that this area could and will be
fatal if it is not addressed. It is this crucial
grey political area which I will now address;

Point No. 1: The struggle is not at core
economic (arising out of economic poverty
as the liberals think) and it is not basically
military and a problem of communist infil-
tration (as the conservatives think). It is a
political problem. These revolutions were
and are made by middle class young people,
a class created by economic development
and then ostensibly moved by economic
misery and oppression of the ‘masses’”
when they are denied political power in le-
gitimate ways and then become radicalized.

The brilliant Mexican writer Carlos
Fuentes spoke at the Harvard commence-
ment in 1983 about how this syndrome can
be traced across the fiery little countries of
the exploding isthmus. “The conflict in EIl
Salvador,” he said, “is the indigenous resuit
of a process of political corruption and
democratic impossibility that began in 1931
with the electoral fraud of the Army, and
culminated in the electoral fraud of 1972,
which deprived the Christian Democrats
and the Social Democrats of their victory
and forced the sons of the middle class into
armed insurrection. The army had exhaust-
ed the electoral solution.”

The first imperative demands that there
be a political solution above all, even
though the hour is late because of the radi-
calization of these factors. U.S. policy must
offer some vehicle for the political expres-
sion of this group, or for the democratic
groups that remain, or for the democratic
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groups that remain. And ironically, there is
still a healthy liberal democratic center par-
ticularly in Salvador. Much of this will of
necessity be rhetorical, but more about that
later.

Point No. 2: Whatever either the far right
or the far left argues about Central Amer-
ica, it isn't true. There is only one truth in
Central America today: that this is an am-
biguous struggle, John F. Kennedy's ‘“Twi-
light stuggle”, in which there are only shad-
ows of grey and men on grey horses and no
assurance of the outcome, It is exactly the
kind of struggle that Americans, with their
love of black and white and of easy-to-hate,
clear devils like Hitler, Tojo, and Mussolini,
are most incapable of confronting—but now
must.

Point No. 3: There are real Marxists in
Central America and many of them do not
emerge from or care about social misery or
reform at all—many just want power.

To digress a bit, in 1965 I was the first cor-
respondent to write about the Tupumaros, a
group of guerrillas trained by Castro for
Uruguay. At first, the Tupumaros appeared
to be rather amusing Robin Hoods, robbing
the Punta del Este casinos and giving the
money to the poor. They then proceeded to
become the most vicious, murderous group
in the hemisphere, kidnapping innocent
professionals and holding them for years in
underground “people’'s prison"” cells and
murdering others.

Uruguay, at the time was a near-perfect
democracy. Furthermore, it was one of the
original socialist countries, with wealth de-
liberately and consistently redistributed.
But Castro's Tupumaros proceeded to de-
stroy both Uruguayan democracy and Uru-
guayan socialism, and the nationalistic mili-
tary of the right took over to stop the anar-
chy—and still ruthlessly hold power today
in that once peaceful and prosperous
nation.

The point is that the Castroite intention
is not only to attack countries with terrible
social grievances, like Salvador and Guate-
mala, but to destroy the democracies as
well. The Nicaraguan Sandinistas, who came
to power only through the generous aid of
the Costa Rican government, now are trying
to overthrow that democratic government.
The murderous Castroite colonel who has
taken over Surinam, once another prosper-
ing nation, has now murdered all of the op-
position and declared himself a “Marxist."”
One has to differentiate, to see where social
grievances leave off and the sheer lust for
power—the total power that only Marxism
can offer these men—picks up.

Point No. 4. There has been remarkably
little serious discussion about what the
Soviet intentions really are in Central
America. The Soviets, of course, are not ba-
sically classical imperialists but exploiters of
poisoned situations. The Soviets are exploit-
ing a situation that offered itself to them
and to the Cubans in Central America. But I
am convinced that their intentions is not
really to stay there, if any cost is involved.

The Soviet intent is to exploit the propa-
ganda potential, which they have done bril-
liantly. (Consider the world's damning of
the 55 American military advisors in Salva-
dor, compared to 154,000 troops in Afghani-
stan!) It is to spread neutralism and paci-
fism within the United States and—most of
all—it is to divert the American navy away
from other trouble spots. Central America
itself is a diversion to them and will remain
so unless it is balanced by some cost on
their side, like greater Western aid to the
Afghan resistance.
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Point No. 5: The most subtle and in the
end most important part of the struggle en-
suing in Central America is simply not un-
derstood in the Reagan administration and
it is the key. It is the struggle for a new per-
sonality in Central and Latin America.

The brilliant Venezuelan writer Carlos
Rangel, who is not a critic of the United
States, has raved how the “noble savage" of
Latin America (as the Europeans saw them)
has now been transmuted into the “noble
revolutionary.” “The end of history must be
a return to the golden age,” he writes, and
goes on to trace how the “noble savage is
turned into the good revolutionary, the ro-
mantic adventurer, Red Robin Hood, the
Don Quixote of Cuba, the New Garibaldi,
the Marxist St. Juste, the Sid Campeador of
the wretched of the earth, the secular
Christ, the San Ernesto de la Higuera, . . .
Che Guevara.”

What we are seeing here is another cycle
in the struggle between the pragmatic, em-
pirical, practical Anglo-Saxon Protestant
America of the North and the old, romantie,
mystical, Catholic America of the South.
Only this time, the struggle is transmuted
into revolution, which makes it all much
more difficult to contain or to answer.
These personality types do not respond to
electoral options. They are the quintessen-
tial old absolutists of Spanish history. In
fact, there is much of the Spanish Civil War
in Central America today.

Fuentes, rightly I believe, sees the strug-
gle as Latin America's effort to enter the
modern age. He recognizes “an intellectual
inclination that sometimes drives us from
one church to another in search of refuge
and certitude"” (l.e., from Catholicism to
Marxism or, better, to both together). He
sums up: “Today, we are on the verge of
transcending this dilemma by recasting it as
an opportunity, at last, to be ourselves—so-
cieties neither new nor old, but, simply, au-
thentically Latin American as we sort out,
in the excessive glare of instant communica-
tions or in the eternal dusk of our isolated
villages, the benefits and the disadvantages
of a tradition that now seems richer and
more acceptable than it did one hundred
years of solitude ago.”

Any U.S. policy which does not under-
stand this deep and authentic yearning—
and speak intelligently and subtly to it—
risks something even greater than what we
have already seen; it risks a total cultural
break between the two linked Americas.

Point No. 6: There has been too much
casual talk about Central America being
“another Vietnam". Charles Mohr, the fine
New York Times correspondent recently
was sent to Salvador to compare his long
Vietnam experience with that situation. He
saw ‘“the analogy in the reluctance of U.S.
officials, particularly those in Washington,
to apply strong pressure on the host coun-
tries when they ignore U.S. advice or pursue
what the Washington officials consider to
be self-destructive policies.” As to the certi-
fication every 180 days on human rights im-
provements, he noted ''that as certification
has routinely followed certification, it seems
to have become apparent to Salvadorean of-
ficials that only cosmetic measures are re-
quired on their part.” He further notes that
even "‘the South Vietnamese authorities and
security forces never showed the same cal-
lousness that prevails here.”

What Mohr writes is not only true, it puts
a very new and different light on the entire
Central America saga. For it is not that the
United States dominates a country like Sal-
vador too much, it is that it does not domi-
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nate it enough—that it does not demand
enough of its surrogates. There has never
been such a situation in history: a great
power puts its total prestige and power on
the line, at the service of others (and often
a murderous set) and does not even call the
shots!

And it is here, ironically, that President
Reagan may lose the whole business. For
the missing element in the Central Ameri-
can equation—what will emerge as the fatal-
1y missing element—is American pressure to
clean up the murderousness of the Salva-
dorean security forces. The United States
should exact this, making clear the threat
that otherwise we will withdraw our sup-
port. If we do not do this, not only will any
U.8. policy fail, we will lose any remaining
prestige we have in the area. It is not U.S.
pressure that is hated (especially when it is
for a decent cause), it is U.S. support of cor-
rupt leaders or U.S. indifference, which
brings ridicule for everything American.

If we look back into recent history as to
where we succeeded, in every single case—
from post-war Japan, to post-war Europe to
Korea—these were situations in which we
kept the ultimate power to ourselves and
did not delegate it to corrupt surrogates.
This is how we succeeded and how we lost in
the twilight struggles.

Finally, the importance of Central Amer-
ica to this country cannot be overestimated.
We are now involved in something totally
new in American history. For the first time,
we have lost our territorial isolation—our
protection from the cycles of the world and
from the wheel of fortune—and we are a
country like other countries, open to inva-
sion or, more crucial and more likely, to
every type of ideological subversion. The
world of the “irregulars”—the guerrillas,
terrorists, non-governmental and non-insti-
tutional combatants of all sorts who control
s0 much of the world today—is now upon us.
This is the first war that Americans can
walk to. We are about to lose our innocence.

The policy answers to such a prolonged
twilight struggle on so many levels must, of
necessity and of reality, be on many and the
most sophisticated levels. Initiatives must
be taken at once and policy must be imple-
mented with the greatest sophistication and
subtlety—two elements that have not char-
acterized U.S. administration in recent
years, but ones that we must develop in this
new age, when we can no longer go off the
rooftops and sail away, this time not from
the Embassy roof in Saigon, but from the
new Balkans on our doorstep.

A NEW CIVIL SERVICE
RETIREMENT PROGRAM

Mr. STEVENS. Madam President,
one of the major issues to confront
the 99th Congress will be the design of
a new civil service retirement program.
The Subcommittee on Civil Service,
Post Office and General Services,
which I chair, has been sponsoring
pension policy forums and studies to
help draft such a new plan. The sub-
committee’s special counsel, Jamie
Cowen, has just completed a series of
articles for the Federal Times which
examines the issues to be considered
in designing a new civil service pension
plan. I ask unanimous consent that
the series of articles be printed in the
RECORD.
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There being no objection, the arti-
cles were ordered to be printed in the
RECORD, as follows:

DESIGNING A NEW RETIREMENT SYSTEM
(By James S. Cowen)

With passage of the Social Security
Amendments of 1983, all federal employees
hired after December 1983 will be covered
by both the social security system and the
civil service retirement system.

Establishing a new civil service retirement
plan is necessary to coordinate the two sys-
tems and reduce the excessive contributions
and benefits they provide for.

Under special legislation introduced by
Sen. Ted Stevens, R-Alaska, and passed in
the waning days of the last session of Con-
gress, employees hired after December 1983
will contribute to the civil service system at
a reduced rate until December 1985 or the
establishment of a new retirement program,
whichever is earlier. Congress will be consid-
ering proposals to establish a new plan im-
mediately after the 1984 elections.

Now is the time to influence the design of
a new retirement plan coordinated with
social security, and the federal community
must get involved at the ground level in the
design work. It must study the particulars
of the pension field and then tell Congress
what is desired.

This article and others to follow will try
to give a basic framework for understanding
pensions. We’ll be looking at the importance
of a new plan to the current work force, the
objectives of a retirement plan, social securi-
ty and how to coordinate it with a new plan,
the major features and basic structure of re-
tirement plans and, finally, the financing
and costs assoclated with such plans.

Why is a new plan important to all federal
workers?

The obvious answer to this question is: to
preserve the continued solvency and benefit
structure of the current plan. The advent of
a new system, however, will have little or no
impact on the solvency of the current
system.

The current system’s financial condition
does not depend upon new entrants. Its
soundness is secured solely by continued
government appropriations into the retire-
ment trust fund. Whether or not a new plan
is linked to the current one has little to do
with the sufficiency of the trust fund.

But the overall level of benefits provided
in the new plan may affect the current
plan’s benefit structure, If the new plan is
substantially less generous than the current
one, pressure may mount to pare the benefit
levels in the current plan.

The fear that a social security-based plan
will be forced on current workers is prob-
ably unfounded. There appears to be little
support in Congress for such a move. Typi-
cally, companies and state governments es-
tablishing new plans grandfather current
workers into existing ones, Concern should
focus on mounting pressures to reduce the
benefits of the current program.

A second reason for interest is the impact
a new plan will have on the makeup of the
future federal work force.

Retirement plans drive the demographics
of a work force. Generous benefits for pri-
marily long-career employees will attract in-
dividuals who want to spend their working
life in government. Benefits for short-term
workers will appeal to those who want
career flexibility.

Retirement ages affect upward mobility in
the work force and retention of expertise.
‘What's beneficial to a government executive
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may not be to a carpenter. Because the cur-
rent work force understands the benefits
and shortcomings of the current retirement
program, it can assist in the development of
a new plan and, hence, a future work force.

Finally, many in the work force may have
concluded that the current retirement plan
does not adequately serve their own career
and retirement plans. The current system
primarily benefits individuals who retire at
earliest eligibility. For those who leave gov-
ell;xllment. before retirement, it fails miser-
ably.

In such a situation one may withdraw con-
tributions at little or no interest, or leave
the money in the system and defer receiving
an annuity until age 62. Since the annuity is
not indexed for inflation until retirement,
deferring it until age 62 often results in the
real benefit being significantly diminished.

Employees who work well beyond retire-
ment age fare better in many private sector
plans. Social security serves as the basis for
private plans. It provides a full benefit at
age 65 and a reduced one at 62. Many who
retire at social security eligibility in the pri-
vate sector would find that the combined
benefits of social security and their private
pensions exceed that of a federal employee
retiring at the same age.

These federal employees may find that a
new plan serves them better. Thus, they
should ensure an attractive option exists to
transfer to the new plan.

Normally, such arrangements exist in two
forms.

An employee’s benefits accrued up to the
point of transfer are frozen, with the under-
standing that service in the new plan be
counted for purposes of eligibility for retire-
ment in the old plan.

An employee’s service is simply trans-
ferred to the new plan and the option is
sweetened with an incentive such as a
refund of old-plan contributions with inter-
est.

The point is that current federal employ-
ees should take an active role in developing
the new plan. They have a unique perspec-
tive and possibly have the most to gain from
such involvement.

The pr mary purpose of a retirement plan
is to proside employees with a comfortable
transition from a working career to retire-
ment.

This doesn't mean the retiree must receive
a benefit equal to 100 percent of his prere-
tirement salary. Many costs borne by the
working population are not applicable to re-
tirees. For them, mortgages are often fully
repaid, children are gone, work-related ex-
penses no longer exist and favorable tax
treatment of the elderly applies.

Most experts agree that to maintain the
standard of living for a low income worker,
benefits equal to T0 to 80 percent-of prere-
tirement salary are necessary. For a high
income employee, the amount suggested is
55 to 60 percent. This means that ideally
the combined benefit of social security and
the employer's pension for a career employ-
ee should equal those amounts.

From an employer’s perspective, retire-
ment should be encouraged at the point
where the employer would benefit by re-
placing the older worker with a younger
one. This point can vary greatly depending
upon the type of job. For instance, employ-
ees in white collar jobs generally can work
longer than those employed in blue collar
positions. Thus an employer may Vary re-
tirement eligibility depending upon the type
of work involved.

If an employer desires long-term employ-
ees with minimal turnover, the plan should
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provide for late vesting with generous bene-
fits at a specified retirement age.

The plan’'s formula should be tilted to
reward long-term employees as the civil
service retirement system currently does. A
compensation system tilted away from pay
but toward rich retirement benefits will also
encourage long-term employment.

If an employer prefers a certain amount
of turnover, possibly an early withdrawal
feature, common in thrift plans, could be
made available to employees. If mid- or late-
career recruitment is wanted, then a formu-
la weighted toward early years of service
and based on some final salary arrangement
could be employed. Obviously, the richer or
more costly the package the more successful
the employer will be in recruiting and re-
training desired personnel.

A retirement plan is only one part of an
employer's compensation package, but it
clearly will influence the work force's make
up. Thus, before designing a new retirement
plan for the government, decisions must be
made as to the desired characteristics of a
future federal work force.

CoMBINING PENSION PLANS: WHAT'S BEST?
(By James S. Cowen)

The social security system and the civil
service retirement system differ in the types
of benefits provided, when they are provid-
ed and how they are provided. In fact, their
goals also differ.

Social security is, in part, a social insur-
ance program that redistributes wealth
from high- to low-income workers. Civil
service retirement, on the other hand, is a
staff retirement plan which replaces a cer-
tain percentage of an employee’s pre-retire-
ment earnings at all income levels.

Social security attempts to provide a
safety net for the elderly. Civil service re-
tirement, in a sense, defers wages.

Coordination of the two programs, howev-
er, is readily feasible. Private firms, for ex-
ample, often coordinate their pension pro-
grams with social security.

SOCIAL SECURITY

The basic benefit of social security is the
old-age benefit. This is based on average
career wages adjusted for inflation.

An eligible beneficiary can begin drawing
a full old-age benefit at age 65 (this will in-
crease gradually to ages 66 and 67 after the
year 2000) and a reduced one at age 62.
Workers become eligible for an old-age ben-
efit if they work in covered employment the
lesser of 10 years (40 quarters) or one quar-
ter for every year after 1950 and before age
62.

A spouse of an eligible beneficiary is enti-
tled to an additional 50 percent of the basic
benefit upon reaching age 65. Survivor ben-
efits are also available to spouses upon at-
taining age 60 or age 50 if disabled or any
age if the spouse has dependent children.

The elderly spouse is entitled to 100 per-
cent of the worker's basic benefit. The
younger spouse and dependent children are
entitled to 75 percent of the worker’s bene-
fit. Generally, survivors are eligible for ben-
efits if the worker had 18 months (six quar-
ters) of covered employment.

Finally, disability benefits are available to
the covered worker and his family if the
worker is ruled totally disabled and unfit for
substantial gainful employment for one
year or longer. Such workers are entitled to
100 percent of the basic benefit.

An elderly spouse or one with dependent
children is eligible for an additional 50 per-
cent for each person subject to & maximum
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family benefit. To be eligible for a disability
benefit, the worker must have had five
years (20 quarters) of covered employment,
less if the worker is younger than age 31.

Social security benefits are skewed to the
low-income worker, while civil service bene-
fits replace the same percentage of salary at
all income levels,

Assume employees A, B, and C work for
three years and retire at different salary
levels. Table I is a rough example of the
basic benefits provided under both pro-
grams and their replacement of final salary
for the three employees.

TABLE 1

Employee

|
s?.i‘.a“"m’ h b
Cruﬂﬂm
In percent ...

" Ed Hustead, Hay Associates.

While under both programs the high-
income worker receives a larger benefit than
the low-income worker, the low-income
worker receives proportionately a much
greater percentage of final salary under
social security.

The question becomes how to coordinate a
new civil service plan with social security to
achieve reasonable replacements of salary
as well as normal employer goals such as de-
sired work force characteristics, competi-
tiveness with other employers, high or low
employee turnover, and the rewarding of
long-term employees.

A NEW PLAN

Retirement benefits are normally viewed
as deferred compensation and, hence, bear a
direct relationship to earnings. Social secu-
rity’s policy of redistributing wealth to low-

income workers conflicts with the underly-
ing policy of many pension programs.

There are ways for employers to deal with
this problem. They can implicitly recognize
the value of social security to the employee
by granting a pension which when coupled
with social security provides a reasonable
retirement income.

Table II is such an example using the
same assumptions as Table 1.

TABLE II*

Note in this example that the pension
benefit—1.5 percent times service—is less
than the current program. Yet, in most
cases, it provides greater income than the
current civil service system when coupled
with social security.

Also note that the large redistributive
nature of the social security program is re-
tained, thereby proportionately benefiting
those with lower income.

The Internal Revenue Code permits an
employer's pension formula to substantially
reverse or explicitly recognize the tilt in
social security in order to level the percent-
age of pre-retirement earnings, replaced in
the overall retirement benefit.

CONGRESSIONAL RECORD—SENATE

In Table III, for example, the pension
benefit is reduced by one-half of the
amount of the social security benefit:

TABLE Iii 1

U Ed Hustead, May Associates.

Note that while Employee C is still receiv-
ing a lower percentage of his final salary
than Employee A, the difference is not as
great as the example shown in Table II. Em-
ployees, in effect, are being treated in a
more consistent fashion at all income levels.

Many state governments use formulas
simflar to that shown in Table I1. Most pri-
vate employers, however, use some variation
of the integrated method shown in Table
II1. This issue can be very significant.

Should the government adjust for the re-
distributive formula in social security, or
should it keep that tilt in the new plan?

Additionally, depending upon the plan’s
structure, if the pension plan permits retire-
ment before social security eligibility, pen-
sion benefits may be relatively small until
receipt of social security benefits.

Some private plans offer what is termed a
leveling option in which the employee re-
ceives a larger portion of his pension benefit
in the years prior to social security eligibil-
ity. When social security payments begin,
the pension is substantially reduced to
maintain the same total income as prior to
the commencement of social security.

Irrespective of how coordination with
social security is accomplished, the result
will significantly affect the total retirement
package for the federal government.
Thought must be given to how the new plan
will meld with social security in providing
basic benefits as well as survivor and disabil-
ity benefits.

In many cases, social security survivor
benefits exceed current civil service bene-
fits. Should there be a dollar-for-dollar
offset from the two plans?

Additionally, social security disability ben-
efits are fairly generous but eligibility is
very restrictive. So, many private firms pro-
vide a separate disability program with far
less stringent eligibility requirements than
social security.

Currently, disability retirements account
for 15 to_20 percent of government retire-
ments. Proper coordination with social secu-
rity is vital to a complete retirement plan.

D1FFERENT PLANS PRESENT A CRUCIAL CHOICE
(By James S. Cowen)

Both the social security and civil service
retirement systems are known as defined
benefit plans. Both systems promise a cer-
tain benefit calculated as a percentage of
salary and in some measure are dependent
upon length of service.

There is another common type of retire-
ment plan: the defined contribution plan. In
this case, the employer, and occasionally
the employee as well, contributes a specified
percentage of salary to an employee trust
fund account. The money is then invested in
various types of interest-bearing instru-
ments. The employee’s retirement benefit
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consists of the contributions in his account
plus their accumulated earnings.

In such a case, an arrangement is normal-
ly made with the retiring employee to trans-
form his or her account into a lifetime an-
nuity. The amount of the annuity is deter-
mined by the employee's projected mortali-
ty. the amount of money currently in the
employee’s account, and the returns the ac-
count is expected to earn while being dis-
bursed.

Both types of plans, defined benefit and
defined contribution, have their advantages
and disadvantages. The decision as to which
plan will serve as the new civil service pen-
sion is probably the most significant issue
facing the federal work force.

Defined benefit plans are more prevalent
in older, unionized industries. In recent
yvears, however, defined contribution plans
have been used more frequently. This can
be attributed to difficult economic times
and to the fewer legal requirements imposed
on employers who use contribution plans.

The most consequential difference be-
tween a benefit and a contribution plan is
the certainty of the benefit. A defined bene-
fit plan promises a specific benefit regard-
less of the economic climate. Poor economic
conditions do not affect that benefit, espe-
cially if it is adjusted for inflation, as in the
civil service retirement system. In a sense,
the government bears the risks and costs of
an inflation-adjusted benefit plan.

A